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PROSPECTUS SUPPLEMENT
(To prospectus dated March 28, 2012)

1,722,270 Shares

Alamo Group Inc.

Common Stock

The selling stockholders are selling 1,722,270 shares of our common stock. We will not receive any proceeds from the
sale of shares to be offered by the selling stockholders.

Our shares trade on the New York Stock Exchange under the symbol ALG. On November 12, 2014, the last sale price
of the shares as reported on the New York Stock Exchange was $47.51 per share.

Investing in our common stock involves risks that are described in the _Risk Factors section beginning on page
S-7 of this prospectus supplement.

Per Share Total
Public offering price $43.00 $74,057,610
Underwriting discount $2.0425 $3,517,736
Proceeds, before expenses, to the selling stockholders $40.9575 $70,539.874

The underwriters may also exercise their option to purchase up to an additional 258,340 shares from the selling
stockholders, at the public offering price, less the underwriting discount, for 30 days after the date of this prospectus
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supplement.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of
these securities or determined if this prospectus supplement or the accompanying prospectus is truthful or complete.
Any representation to the contrary is a criminal offense.

The shares will be ready for delivery on or about November 18, 2014.

Joint Book-Running Managers

BofA Merrill Lynch Evercore ISI Piper Jaffray

The date of this prospectus supplement is November 12, 2014.

Table of Contents 2



Edgar Filing: ALAMO GROUP INC - Form 424B3

Table of Conten

TABLE OF CONTENTS

Prospectus Supplement

ABOUT THIS PROSPECTUS SUPPLEMENT

PROSPECTUS SUMMARY

THE OFFERING

SELECTED SUMMARY FINANCIAL INFORMATION
RISK FACTORS

FORWARD-LOOKING INFORMATION

USE OF PROCEEDS

PRICE RANGE OF COMMON STOCK

DIVIDEND POLICY

SELECTED CONSOLIDATED FINANCIAL INFORMATION

MANAGEMENT S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF

OPERATIONS

MANAGEMENT

SELLING STOCKHOLDERS
DESCRIPTION OF CAPITAL STOCK

MATERIAL U.S. FEDERAL INCOME TAX CONSIDERATIONS TO NON-U.S. HOLDERS

UNDERWRITING

LEGAL MATTERS

EXPERTS

WHERE YOU CAN FIND MORE INFORMATION

INCORPORATION OF CERTAIN INFORMATION BY REFERENCE

INDEX TO CONSOLIDATED FINANCIAL STATEMENTS
Prospectus

PROSPECTUS SUMMARY
THE COMPANY
RISK FACTORS

CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

MARKET AND INDUSTRY DATA

USE OF PROCEEDS

DIVIDEND POLICY

SELLING STOCKHOLDERS

MATERIAL RELATIONSHIPS WITH SELLING STOCKHOLDERS
DESCRIPTION OF CAPITAL STOCK

PLAN OF DISTRIBUTION

LEGAL MATTERS

EXPERTS

INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE
WHERE YOU CAN FIND MORE INFORMATION

Table of Contents

S-ii
S-1
S-5
S-6
S-7
S-17
S-19
S-20
S-20
S-21

S-22
S-31
S-33
S-34
S-35
S-40
S-46
S-46
S-46
S-47

F-1

DA AR DR WD = —

—_ = = =
—_— o O O



Edgar Filing: ALAMO GROUP INC - Form 424B3

We, the selling stockholders and the underwriters have not authorized any person to provide you with any
information or to make any representation that is different from, or in addition to, the information and
representations contained in this prospectus supplement, the accompanying prospectus or in any free writing
prospectus prepared by or on behalf of us or in any of the documents that are incorporated by reference herein
or therein. If anyone provides you with different or inconsistent information, you should not rely on it. You
should assume that the information appearing in this prospectus supplement and the accompanying
prospectus, as well as the information contained in any document incorporated by reference herein or therein,
is accurate as of the date of each such document only, unless the information specifically indicates that another
date applies. Our business, financial condition, results of operations and prospects may have changed since
those dates.
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ABOUT THIS PROSPECTUS SUPPLEMENT

This document consists of two parts. The first part is the prospectus supplement, which describes the specific terms of
this offering and also adds to and updates information contained in the accompanying prospectus and the documents
incorporated by reference. The second part is the prospectus, dated March 28, 2012, which describes more general
information, some of which may not apply to the offering.

To the extent the information contained in this prospectus supplement differs or varies from the information contained
in the accompanying prospectus or documents incorporated by reference, the information in this prospectus
supplement will supersede such information. In addition, any statement in a filing we make with the Securities and
Exchange Commission that adds to, updates or changes information contained in an earlier filing we made with the
Securities and Exchange Commission shall be deemed to modify and supersede such information in the earlier filing.

This prospectus supplement does not contain all of the information that is important to you. You should read the
accompanying prospectus as well as the documents incorporated by reference in this prospectus supplement and the
accompanying prospectus. See Where You Can Find More Information and Incorporation of Certain Information By
Reference in this prospectus supplement.

Unless the context otherwise requires, references in this prospectus supplement to we, our, us, the Company, the
registrant and Alamo Group refer to Alamo Group Inc. and its direct and indirect subsidiaries on a consolidated basis.
Unless otherwise indicated or unless the context requires otherwise, references in this prospectus supplement to the

selling stockholders refer to any person specifically identified in the table set forth under the caption Selling
Stockholders in this prospectus supplement.
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PROSPECTUS SUMMARY

This summary contains basic information about us and this offering. Because this is a summary, it does not contain all
of the information you should consider before investing in our common stock. Before deciding to purchase our
common stock, you should read this entire prospectus supplement and the accompanying prospectus, including the

Risk Factors and Forward-Looking Information sections and our consolidated financial statements and the
related notes included elsewhere or incorporated by reference into this prospectus supplement and the accompanying
prospectus.

Overview

We are a leader in the design and manufacture of quality agricultural and infrastructure maintenance equipment for
governmental and industrial use. We manufacture a wide range of products, including tractor-mounted mowing and
other vegetation maintenance equipment, street sweepers, excavators, vacuum trucks, snow removal equipment,
pothole patchers, zero turn radius mowers, agricultural implements and related aftermarket parts. We emphasize high
quality, cost-effective products for our customers and strive to develop and market innovative products while
constantly monitoring and seeking to contain our manufacturing and overhead costs. We believe that we are a leading
supplier within the U.S. and Canada to governmental markets, a leading supplier in the U.S. agricultural market, and
one of the largest suppliers in the European market for our niche product offerings. For the nine months ended
September 30, 2014 and 2013 and the year ended December 31, 2013, we had total net sales of $610.8 million, $511.2
million and $676.8 million, respectively, and net income of $29.8 million, $30.1 million and $36.1 million,
respectively.

We have a long-standing strategy of supplementing our organic growth through acquisitions of businesses or product
lines that are either competitive with, or complementary to, our existing product range or provide international growth
opportunities in similar markets. Our goal is to focus on niche markets and products where we believe we are, or have
the ability to become, a major player within the niche. In addition, we constantly aim to improve our operating
efficiencies to increase productivity, reduce costs, rationalize capacity and leverage economies of scale. As of
September 30, 2014, we had approximately 3,100 employees and operated 24 plants in North America, Western
Europe and Australia. We sell our products primarily through a network of over 6,100 independent dealers and
distributors to governmental end-users, related independent contractors, as well as to the agricultural and commercial
turf markets. The primary markets for our products are North America, Western Europe and Australia.

We have three reporting divisions: North American Industrial, North American Agricultural and European. These
accounted for the following percentages of our total net sales during each of the indicated periods:

Twelve

Nine Months Months

Division Ending September 30, Ending December 31,
2014 2013 2013

North American Industrial 51% 43% 44%
North American
Agricultural 26% 33% 32%
European 23% 24% 24%
Total 100% 100% 100%
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The North American Industrial Division produces equipment for maintenance on and around highways, airports,
military installations, recreational areas, commercial landscape and other specialty markets, and
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includes tractor mounted mowers, street sweeping equipment, excavators, vacuum trucks, snow removal equipment
and related replacement parts. This equipment is sold directly by us and through approximately 700 dealers to state,
county and local authorities and other governmental agencies in the United States and internationally, contractors and
other specialty markets under the Alamo Industrial®, Terrain King®, Tiger®, Schwarze®, Nite-Hawk®,

Gradall®, VacAll®, Henke®, Tenco®, Super Products®, Wausau-Everest , and other brand names. For the nine months
ended September 30, 2014 and 2013 and the year ended December 31, 2013, the North American Industrial Division
had net sales of $308.3 million, $218.9 million and $296.6 million, respectively.

Our North American Agricultural Division produces equipment to clear brush, maintain pastures and unused
farmland, shred crop stubble and for hay-making, tillage, rock removal and general farm operations, including tractor
powered mowers, tillage implements, posthole diggers, scraper blades, rock pickers, front-end loaders and backhoes,
snow blowers, zero turn radius mowers, hay rakes and tedders, other agricultural implements, related replacement
parts and other agricultural aftermarket wear and spare parts. This equipment is sold primarily through approximately
3,300 dealers, distributors and other original equipment manufacturers ( OEMs ) to farmers, ranchers, mowing
contractors, hobby farmers and other specialty markets under the Bush Hog®, Rhino®, Earthmaster®, Schulte®,
Herschel®, Valu-Bilt®, Superior®, Fieldquip® and other brand names. For the nine months ended September 30, 2014
and 2013 and the year ended December 31, 2013, the North American Agricultural Division had net sales of $160.1
million, $168.0 million and $215.3 million, respectively.

Our European Division produces hedge and grass cutters, front-end loaders and backhoes, tractor powered mowers,
cultivators, other agricultural implements, vacuum trucks, jetting systems, trenchers and related replacement parts.
This equipment is sold direct and through approximately 2,100 dealers and distributors to agricultural markets,
governmental agencies, contractors and other specialty markets under the Bomford®, McConnel®, Twose , Spearhead
Rousseau , SMR, Faucheux , Forges Gorce , RivdKellands® and other brand names. For the nine months ended
September 30, 2014 and 2013 and the year ended December 31, 2013, the European Division had net sales of $142.3
million, $124.3 million and $164.9 million, respectively.

Each of our divisions derives a significant portion of its net sales from sales of replacement parts for each of its
products lines, which sales are generally more profitable and less cyclical than the sale of new products. Replacement
parts represented approximately 22%, 23% and 24% of the Company s total net sales for the years ended

December 31, 2013, 2012 and 2011, respectively. The percentage decrease is primarily due to the higher growth in
whole good equipment sales, not to a decrease in replacement part sales.

Our Competitive Strengths

We believe the following competitive strengths differentiate us from our competitors and position us as a leader in the
manufacture of quality agricultural equipment and infrastructure maintenance equipment for governmental and
industrial use:

Strong market position with leading brands in niche markets. We are a leader in the manufacture of recognized brands
of quality agricultural and infrastructure maintenance equipment across each of our operating segments. We focus on
niche markets where we have, or believe we have the ability to obtain, meaningful market share positions. Generally
our focus is on products in markets that exhibit good stability throughout economic cycles, such as infrastructure
maintenance equipment for governmental entities. We believe we have been successful in these niche markets as a
result of our quality equipment, strong brand recognition, established reputation, strong distribution network and
broad customer base. Within the product segments in which we compete, we are a leading supplier to governmental
and agricultural markets in North America and Western Europe and to a lesser extent throughout the world.
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Comprehensive and complementary product offerings. We offer a wide range of brands and products which enable us
to serve the diverse needs of our broad customer base. For instance, we serve a variety of governmental end users,
including cities, counties, states, as well as other entities, such as airport authorities and contractors in the U.S. and
internationally. In agriculture, our diverse product offering allows us to meet the needs of a wide range of end users
from large commercial operations to small hobby farms, as well as a variety of types of farms including those focused
on row crops, livestock, orchards or nearly any with acreage to maintain. In addition, we sell replacement spare parts
and wear parts as part of a comprehensive offering to our customers throughout the lifecycle of our products. We
believe this commitment to aftermarket parts supports and promotes the sale of new equipment. The sale of
aftermarket parts is generally more profitable and less cyclical than the sale of new products. Also, as a result of our
acquisition strategy we have collected a range of recognized brands and products that in many cases compete with
each other. As part of our strategy, we have a practice of selling our multi branded products through separate,
independent distribution networks that compete against each other as well as third parties in order to provide broader
access to the end users. This strategy has allowed us to increase distribution for our products as well as increase our
share in the niche markets we serve.

Stable end markets. The markets for our range of products for both agricultural and governmental end users have
exhibited a high degree of stability across economic cycles. In the governmental sector our equipment is used in
infrastructure maintenance which tends to be performed at a more consistent level then building new infrastructure. In
addition, equipment such as ours tends to be highly utilized which results in a regular replacement cycle. In the
agricultural sector, demand for equipment such as ours is typically more stable and less subject to changes in farm
incomes than are higher priced items. Additionally, our types of equipment are used by a wide variety of farms and
ranches, both big and small, which reduces our exposure to fluctuations in individual commodities. As a result of the
diversity of our product lines and end users, combined with our multi brand strategy, we seldom have any customer
that comprises more than one percent of our total net sales in any one calendar year. In addition, our sale of
aftermarket parts provides a historically stable revenue stream as customers must maintain the equipment to ensure the
equipment provides continual operational performance over its economic life.

Established and expansive distribution network with long-standing relationships. We maintain longstanding and close
relationships with our network of over 6,100 independent dealers and distributors. Our expansive dealer and
distributor network is active throughout our primary markets of North America, Western Europe, Australia and to a
lesser extent throughout the world. Our extensive product and customer base encourages our dealers and distributors
to continue to sell and service our products, while providing us with opportunities to increase recurring revenue
through sales of replacement parts and services. Additionally, our distribution networks have fostered long-standing
relationships with our governmental, agricultural and industrial customers to understand their current and future
needs.

Demonstrated ability to acquire and integrate acquisitions. We have a demonstrated ability to successfully identify,
acquire and integrate businesses or product lines and have completed 14 such acquisitions in the last ten years alone.
These acquisitions have allowed us to increase market share in our core products and to expand into new,
complementary products and broaden our geographic coverage. For example, our acquisition in 2014 of the Super
Products® and Wausau-Everest businesses provided products that complement and expand our existing range of
VacAII® vacuum trucks and Henke® and Tenco® snow removal equipment. Our acquisitions have also allowed us to
broaden our product offerings, such as our acquisition of the Kellands® self-propelled sprayer products in 2014, which
are complementary to our existing lines of agricultural products. Finally, our acquisitions have allowed us to expand
our geographic reach, such as our expansion in Australia through the recent acquisitions of Superior® and Fieldquip®.

Strong financial profile. As of September 30, 2014, we had cash on hand of approximately $39 million and $59
million in availability under our $250 million revolving credit facility, with the ability to increase the
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capacity of such facility to $300 million, subject to lender approval. Our cash position and low leverage provides us
with the financial flexibility to pursue strategic acquisitions that complement, command, or have the potential to
achieve a meaningful share of their niche markets.

Experienced management team. We have a strong management team that has extensive experience with our Company
and in industrial manufacturing in general. Together our President and Chief Operating Officer, Ron Robinson, our
Executive Vice President and Chief Financial Officer, Dan Malone and our Vice President, Secretary and Treasurer,
Bob George have in aggregate over 49 years tenure with Alamo Group.

Our Strategy

Our objective is to enhance our position as a global leader in the manufacture of quality agricultural equipment and
infrastructure maintenance equipment through the following growth strategies:

Consistent operational improvement. We focus on continuous improvement of operating efficiencies to increase
productivity, reduce costs, rationalize capacity and leverage economies of scale. We seek operational improvements
through: the development of a global manufacturing presence in close proximity to our major markets to reduce lead
times and inventory; capital investments focused on cost reduction and process automation to provide us better control
over costs, quality, on time deliveries and safety; sourcing raw materials and components through global group
purchasing to leverage our scale; and manufacturing consolidation that will result in fewer, bigger plants that will
provide value added benefits to our results that are further enhanced by growing economies of scale. We believe our
continuous operational improvements will enable us to realize higher margins, increase earnings, improve return on
investment and enhance our ability to execute our acquisition strategy.

Organic growth. We aim to grow organically at rates exceeding core market growth rates through product
development, geographic expansion, cross-selling opportunities, strength of our network of independent dealers and
distributors and pricing leadership. To this end, we have introduced a steady stream of new and improved products
each year and expect to continue to improve and expand our existing product offerings through investment and
product development.

Strategic and disciplined acquisitions. Our strategy is to acquire businesses or product lines that command or have
potential to be major players in their niche markets and are complementary to our existing range of products and
markets. We have focused, and expect to continue to focus in the future, on acquisitions that: consolidate similar
products in our existing markets; add to our portfolio new products that are complementary to the markets and
customers that we currently serve; and provide geographic expansion into new markets through products similar to
those we currently offer. We have completed 14 such acquisitions since 2004, and we will continue to pursue such
opportunistic acquisitions of businesses or products lines going forward. We believe we apply a disciplined approach
to selecting acquisition targets; for example, we generally avoid from consideration acquisitions that we do not believe
will be accretive to earnings within a reasonable period of time.

Corporate Information
We are incorporated in Delaware. Our principal executive office is located at 1627 East Walnut, Seguin, Texas 78155
and our telephone number is (830) 379-1480. Our website is www.alamo-group.com. The information on, or that can

be accessed through, our website is not incorporated by reference in this prospectus supplement and you should not
consider it to be part of this prospectus supplement.
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Common stock offered by the selling stockholders

Common stock to be outstanding immediately before and after this offering

Selling stockholders

Option to purchase additional shares

Use of proceeds

Risk factors

New York Stock Exchange symbol

THE OFFERING

1,722,270 shares
11,310,693 shares

Capital Southwest Corporation
(170,300 shares) and Capital
Southwest Venture Corporation
(1,551,970 shares)

The selling stockholders have granted
an option to the underwriters to
purchase up to an additional

258,340 shares from the selling
stockholders at the public offering
price, less the underwriting discount,
within 30 days of this prospectus
supplement.

We will not receive any proceeds
from the sale of the shares in this
offering. See Use of Proceeds.

See Risk Factors beginning on
page S-7 of this prospectus
supplement and other information
included or incorporated by reference
in this prospectus supplement and the
accompanying prospectus for a
discussion of factors you should
carefully consider before deciding to
invest in our common stock.

ALG

Unless otherwise indicated, all information in this prospectus supplement and the accompanying prospectus relating to
the number of shares of common stock to be outstanding immediately after this offering is based on the number of

shares of common stock outstanding as of October 31, 2014 and excludes:

446,743 shares of common stock issuable upon vesting and exercise of stock options outstanding as of
October 31, 2014 at a weighted average exercise price of $30.76 per share; and

294,676 shares of common stock reserved for future issuance under the Company s incentive plans.
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SELECTED SUMMARY FINANCIAL INFORMATION

The following table sets forth our summary consolidated financial information. You should read the summary
consolidated financial data in conjunction with Management s Discussion and Analysis of Financial Condition and
Results of Operations and our consolidated financial statements and notes thereto included in this prospectus
supplement or otherwise incorporated herein by reference. Our summary consolidated financial data as of
December 31, 2012 and 2013 and for the years ended December 31, 2011, 2012 and 2013 has been derived from our
audited financial statements incorporated by reference in this prospectus supplement. Our selected consolidated
financial data as of December 31, 2011 has been derived from our audited financial statements not otherwise
included or incorporated by reference in this prospectus supplement. Our unaudited consolidated financial data as of
and for the nine months ended September 30, 2013 and 2014 has been derived from our unaudited financial
statements incorporated by reference in this prospectus supplement. Our historical results are not necessarily
indicative of results for any future period. In addition, results for the nine-month period ended September 30, 2014
may not be indicative of the results that may be expected for the full fiscal year.

Nine Months Ended Fiscal Year Ended
September 30, 1) December 31, ®

(in thousands, except per share amounts) 2014 2013 2013 2012 2011
Operations:
Net sales by division:
North American
Industrial $308,348 $218,863 $296,617 $263,353 $229,594
Agricultural 160,144 168,048 215,340 200,467 203,993
European 142,286 124,320 164,879 164,582 170,006
Total net sales $610,778 $511,231 $676,836 $628,402  $603,593
Gross profit 140,856 122,159 158,510 143,512 135,085
Income from operations 46,953 42,626 50,737 45,349 49,456
Income before income taxes 45,358 43,048 51,388 43,446 48,129
Net income $ 29,800 $ 30,070 $ 36,094 $ 28903 $ 32,687
Net income as percent of sales 4.9% 5.9% 5.3% 4.6% 5.4%
Earnings per share:
Basic $ 247 $ 250 § 300 $ 243 § 276
Diluted 243 247 2.96 2.40 2.73
Dividends per share $ 021 $ 021 $ 028 $ 024 $ 024
Average common shares:
Basic 12,077 12,040 12,050 11,899 11,848
Diluted 12,251 12,196 12,212 12,058 11,966

(1) Includes the results of operations of companies acquired from the effective dates of acquisitions.

September 30, December 31,
Financial Position as of: 2014 2013 2013 2012 2011
Total assets $654,340 $449.644 $438,476 $404,339 $381,665
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Short-term debt and current maturities 852 499 420
Long-term debt, excluding current maturities 190,005 90 8

Total stockholders equity
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RISK FACTORS
Investing in our securities involves risks. Before making a decision to invest in our common stock, you should
carefully consider the risks and uncertainties described in this prospectus supplement, the accompanying prospectus
and the documents incorporated by reference herein or therein, including the risk factors set forth under Risk
Factors in our most recent Annual Report on Form 10-K and our Quarterly Report on Form 10-Q for the period
ended June 30, 2014 incorporated by reference in this prospectus supplement and the accompanying prospectus. If
any of the risks actually occur, our business, financial condition, results of operations or prospects could be
materially and adversely affected. In that case, the trading price of our common stock could decline, and you could
lose all or part of your investment in our common stock.
Risks Related to Our Business
Deterioration of industry conditions could harm our business, results of operations and financial condition.
Our business depends to a large extent upon the prospects for the mowing, infrastructure maintenance and agricultural
markets in general. Future prospects of the industry depend largely on factors outside of our control. Any of those

factors could adversely impact demand for our products, which could adversely impact our business, results of
operations and financial condition. These factors include the following:

weakness in worldwide economy;

the price and availability of raw materials, purchased components and energy;

budget constraints and revenue shortfalls for our governmental customers;

changes in domestic and foreign governmental policies and laws, including increased levels of
governmental regulation;

the levels of interest rates;

the value of the U.S. dollar relative to the foreign currencies in countries where we sell and/or
manufacture our products;

impact of tighter credit markets on the Company, its dealers and end-users;

impairment in the carrying value of goodwill; and
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increase in unfunded pension plan liability due to financial market deterioration.
In addition, our business is susceptible to a number of factors that specifically affect agricultural customer spending
patterns, including the following:

animal disease outbreaks, epidemics and crop pests;

weather conditions, such as droughts, floods and snowstorms;

changes in farm incomes;

livestock and agricultural commodity prices;

changes in governmental agricultural policies worldwide;
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the level of worldwide farm output and demand for farm products; and

limits on agricultural imports/exports.
A downturn in general economic conditions and outlook in the United States and around the world could adversely
affect our net sales and earnings.

The strength and profitability of our business depends on the overall demand for our products and upon economic
conditions and outlook, including but not limited to economic growth rates; consumer spending levels; financing
availability, pricing and terms for our dealers and end-users; employment rates; interest rates; inflation; consumer
confidence and general economic and political conditions and expectations in the United States and the other
economies in which we conduct business. Slow or negative growth rates, inflationary pressures, higher commodity
costs and energy prices, reduced credit availability or unfavorable credit terms for our dealers and end-user customers,
increased unemployment rates, and continued recessionary economic conditions and outlook could cause consumers
to continue to reduce spending, which may cause them to delay or forgo purchases of our products and could have an
adverse effect on our net sales and earnings.

We depend on governmental sales and a decrease in such sales could adversely affect our business, results of
operations and financial condition.

A substantial portion of our revenues is derived from sales to federal, state and local governmental entities and related
contractors both in the U.S. and in other countries in which we sell our products. These sales depend primarily on the
levels of budgeted and appropriated expenditures for highway, airport, roadside and parks maintenance by various
governmental entities and are affected by changes in local and national economic conditions.

Our dependence on, and the price and availability of, raw materials as well as purchased components may
adversely affect our business, results of operations and financial condition.

We are subject to fluctuations in market prices for raw materials such as steel and energy. In addition, although most
of the raw materials and purchase components we use are commercially available from a number of sources, we could
experience disruptions in the availability of such materials. If we are unable to purchase materials we require or are
unable to pass on price increases to our customers or otherwise reduce our cost of goods sold, our business, results of
operations and financial condition may be adversely affected. In addition, higher energy costs may negatively affect
spending by farmers, including their purchases of our products.

Impairment in the carrying value of goodwill could negatively impact our consolidated results of operations and
net worth.

The Company estimates the fair value of its reporting units using a discounted cash flow analysis. This analysis
requires the Company to make significant assumptions and estimates about the extent and timing of future cash flows,
discount rates and growth rates. The cash flows are estimated over a significant future period of time, which makes
those estimates and assumptions subject to an even higher degree of uncertainty. The Company also utilizes market
valuation models and other financial ratios, which require the Company to make certain assumptions and estimates
regarding the applicability of those models to its assets and businesses. As of September 30, 2014, goodwill was
$71,996,000, which represents 11% of total assets.

The Company recognized no goodwill impairment in 2013 or for the first nine months of 2014. The Company
recognized goodwill impairment at one of its French operations, Faucheux, of $656,000 in 2012 and two of its French

Table of Contents 20



Edgar Filing: ALAMO GROUP INC - Form 424B3

operations, SMA and Rousseau, of $1,898,000 in 2011. The primary reason for the goodwill impairment in 2012 and
2011 was the general economic downturn that continues to affect the Company s European operations. This caused the
Company to revise its expectations about future revenue, which is a
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significant factor in the discounted cash flow analysis used to estimate the fair value of the Company s reporting units.
During the 2013 impairment analysis review, we performed a sensitivity analysis for goodwill impairment with

respect to each of our reporting units and determined that a hypothetical 15% decline in the fair value of each

reporting unit as of December 31, 2013 would not result in an impairment of goodwill for any of the reporting units.
During the 2012 impairment analysis review, it was noted that even though the Schwarze and Rivard reporting unite
fair value was above carrying value, it was not materially different. On December 31, 2013, there was approximately
$6.9 million and $12.3 million of goodwill related to the Schwarze and Rivard reporting units, respectively. These
reporting units would be most likely affected by changes in the Company s assumptions and estimates. The calculation
of fair value could increase or decrease depending on changes in the inputs and assumptions used, such as changes in
the reporting unit s future growth rates, discount rates, etc.

We are significantly dependent on information technology.

We rely on information technology networks and systems, including the Internet, to process, transmit, and store
electronic and financial information, to manage a variety of business processes and activities, and to comply with
regulatory, legal, and tax requirements. We also depend on our information technology infrastructure for digital
marketing activities and for electronic communications among our locations, personnel, customers, and suppliers.
These information technology systems, some of which are provided and maintained by third parties, may be
susceptible to damage, disruptions, or shutdowns due to hardware failures, computer viruses, hacker attacks,
telecommunication failures, user errors, catastrophic events or other factors. If our information technology systems
suffer severe damage, disruption, or shutdown and our business continuity plans do not effectively resolve the issues
in a timely manner, we could experience business disruptions, transaction errors, processing inefficiencies, and the
loss of customers and sales, causing our product sales, financial condition, and operating results to be adversely
affected and the reporting of our financial results to be delayed.

In addition, if we are unable to prevent security breaches or disclosure of non-public information, we may suffer
financial and reputational damage, litigation or remediation costs or penalties because of the unauthorized disclosure
of confidential information belonging to us or to our partners, customers, consumers, or suppliers.

We operate in a highly competitive industry, and some of our competitors and potential competitors have greater
resources than we do.

Our products are sold in highly competitive markets throughout the world. We compete with several large national
and international companies that offer a broad range of equipment and replacement parts that compete with our
products, as well as with numerous small, privately-held manufacturers and suppliers of a limited number of products
mainly on a regional basis. Some of our competitors are significantly larger than we are and have substantially greater
financial and other resources at their disposal. We believe that we are able to compete successfully in our markets by,
to some extent, avoiding direct competition with significantly larger potential competitors. There can be no assurance
that our competitors will not substantially increase the resources devoted to the development and marketing of
products competitive with our products or that new competitors with greater resources will not enter our markets. Any
failure to effectively compete could have an adverse effect on our business, results of operations and financial
condition.

We operate and source internationally, which exposes us to the political, economic and other risks of doing
business abroad.

We have operations in a number of countries outside of the United States and we source raw materials and
components globally. Our international operations are subject to the risks normally associated with conducting
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limitations on ownership and on repatriation of earnings;

import and export restrictions, tariffs and quotas;
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additional expenses relating to the difficulties and costs of staffing and managing international

operations;

labor disputes and uncertain political and economic environments and the impact of foreign business
cycles;

changes in laws or policies;

delays in obtaining or the inability to obtain necessary governmental permits;

potentially adverse consequences resulting from the applicability of foreign tax laws;

cultural differences;

increased expenses due to inflation;

weak economic conditions in foreign markets where our subsidiaries distribute their products;

changes in currency exchange rates;

disruptions in transportation and port authorities; and

regulations involving international freight shipments.
Our international operations may also be adversely affected by laws and policies of the United States and the other
countries in which we operate affecting foreign trade, investment and taxation.

In addition, political developments and governmental regulations and policies in the countries in which we operate
directly affect the demand for our products. For example, decreases or delays in farm subsidies to our agricultural
customers, or changes in environmental policies aimed at limiting mowing activities, could adversely affect our
business, results of operations and financial condition.

Our acquisition strategy may not be successful, which may adversely affect our business, results of operations and
financial condition.

We intend to grow internally and through the acquisition of businesses and assets that will complement our current
businesses. To date, a material portion of our growth has come through acquisitions. We cannot be certain that we will
be able to identify attractive acquisition targets, obtain financing for acquisitions on satisfactory terms or successfully
acquire identified targets. Competition for acquisition opportunities may also increase our costs of making
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acquisitions or prevent us from making certain acquisitions. These and other acquisition-related factors may adversely
impact our business, results of operations and financial condition.

We may be unable to complete or integrate existing or future acquisitions effectively, and businesses we have
acquired, or may acquire in the future, may not perform as expected.

Acquisitions are an important part of our growth strategy. We have completed a number of acquisitions over the past
several years. We recently consummated three acquisitions in 2014, our acquisition of Fieldquip in Australia in April
2014, our acquisition of Kellands in the U.K. also in April 2014, and our acquisition of Specialized Industries business
units in the U.S. in May 2014. We expect to consider opportunities and make additional acquisitions in the future, but
we may not find suitable acquisition targets or not be able to consummate desired acquisitions due to among other
things, unfavorable credit markets or other risks, which
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could harm our operating results. We may not be successful in integrating acquired businesses into our existing

operations and achieving projected synergies. Acquisitions can be difficult, time-consuming, and pose a number of
risks, including:

potential negative impact on our earnings per share;

we may incur substantial costs, delays or other operational or financial challenges in integrating acquired
businesses, including integrating each company s accounting, information technology, human resource
and other administrative systems to permit effective management;

we may be unable to achieve expected cost reductions, to take advantage of cross-selling opportunities,
or to eliminate redundant operations, facilities and systems;

failure of acquired products to achieve projected sales;

we may need to implement or improve controls, procedures and policies appropriate for a public
company;

acquisitions may divert our management s attention from the operation of our existing businesses;

potential downward pressure on operating margins due to lower operating margins of acquired
businesses, increased headcount costs and other expenses associated with adding and supporting new
products;

we may not be able to retain key personnel of acquired businesses;

potential negative impact on our relationships with customers, distributors and vendors;

there may be cultural challenges associated with integrating management and employees from the
acquired businesses into our organization; and

we may encounter unanticipated events, circumstances or legal liabilities.
Our integration of acquired businesses requires significant efforts from the management of each entity, including
coordinating existing business plans and research and development efforts. Integrating operations may distract
management s attention from the day-to-day operation of the combined companies. Ultimately, our attempts to
integrate the operations, technology and personnel of acquired businesses may not be successful. If we are unable to
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successfully integrate acquired businesses, our future results may be negatively impacted.

In addition, we may be adversely affected if businesses that we have acquired, or that we acquire in the future, do not
perform as expected. An acquired business could perform below our expectations for a number of reasons, including
legislative or regulatory changes that affect the areas in which the acquired business specializes, the loss of customers
and dealers, general economic factors that directly affect the acquired business, and the cultural incompatibility of its
management team. Any or all of these reasons could adversely affect our business, results of operation and financial
condition.

The agricultural industry and the mowing and infrastructure maintenance industry are seasonal and are affected
by the weather, and seasonal fluctuations may cause our results of operations and working capital to fluctuate

from quarter to quarter.

In general, agricultural and governmental end-users typically purchase new equipment during the first and second
calendar quarters. Other products such as street sweepers, excavators, snow blowers, front-end
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loaders and pothole patchers have different seasonal patterns, as do replacement parts in general. In attempting to
achieve efficient utilization of manpower and facilities throughout the year, we estimate seasonal demand months in
advance and manufacturing capacity is scheduled in anticipation of such demand. We utilize an annual plan updated
quarterly sales forecast provided by our marketing divisions and order backlog in order to develop a production plan
for our manufacturing facilities. In addition, many of our marketing departments attempt to equalize demand for their
products throughout the calendar year by offering seasonal sales programs which may provide additional incentives,
including discounts and extended payment terms, on equipment that is ordered during off—season periods. Because we
spread our production and wholesale shipments throughout the year to take into account the factors described above,
sales in any given period may not reflect the timing of dealer orders and retail demand.

Weather conditions and general economic conditions may affect the timing of purchases and actual industry
conditions might differ from our forecasts. Consequently, sudden or significant declines in industry demand could
adversely affect our working capital or results of operations.

If we do not retain key personnel and attract and retain other highly skilled employees, our business may suffer.

Our continued success will depend on, among other things, the efforts and skills of our executive officers, including
our president and chief executive officer, and our ability to attract and retain additional highly qualified managerial,
technical, manufacturing, and sales and marketing personnel. We do not maintain key man life insurance for any of
our employees, and all of our senior management are employed at will. We cannot assure you that we will be able to
attract and hire suitable replacements for any of our key employees. We believe the loss of a key executive officer or
other key employee could have an adverse effect on our business, results of operations and financial condition.

We are subject on an ongoing basis to the risk of product liability claims and other litigation arising in the ordinary
course of business.

Like other manufacturers, we are subject to various claims, including product liability claims, arising in the ordinary
course of business, and we are a party to various legal proceedings that constitute routine litigation incidental to our
business. We may be exposed to product liability claims in the event that the use of our products results, or is alleged
to result, in bodily injury, property damage, or both. We cannot assure you that we will not experience any material
product liability losses in the future or that we will not incur significant costs to defend the Company against such
claims. While we currently have product liability insurance, we cannot assure you that our product liability insurance
coverage will be adequate for any liabilities that may ultimately be incurred or that it will continue to be available on
terms acceptable to us. A successful claim brought against us in excess of available insurance coverage or a
requirement to participate in a product recall may have a materially adverse effect on our business.

We are subject to environmental, health and safety and employment laws and regulations and related compliance
expenditures and liabilities.

Like other manufacturers, the Company is subject to a broad range of federal, state, local and foreign laws and
requirements, including those concerning air emissions, discharges into waterways, and the generation, handling,
storage, transportation, treatment and disposal of hazardous substances and waste materials, as well as the remediation
of contamination associated with releases of hazardous substances at the Company s facilities and offsite disposal
locations, workplace safety and equal employment opportunities. These laws and regulations are constantly changing,
and it is impossible to predict with accuracy the effect that changes to such laws and regulations may have on the
Company in the future. Like other industrial concerns, the Company s manufacturing operations entail the risk of
noncompliance, and there can be no assurance that the Company will not incur material costs or other liabilities as a
result thereof.
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The Company knows that its Indianola, lowa property is contaminated with chromium which most likely resulted

from chrome plating operations which were discontinued before the Company purchased the property. Chlorinated
volatile organic compounds have also been detected in water samples on the property, though the source is unknown

at this time. The Company voluntarily worked with an environmental consultant and the state of lowa with respect to
these issues and believes it completed its remediation program in June 2006. The work was accomplished within the
Company s environmental liability reserve balance. We requested a no further action classification from the state. We
received a conditional no further action letter in January of 2009. When we demonstrate stable or improving
conditions below residential standards for a certain period of time by monitoring existing wells, we will request an
unconditional no further action letter.

The Company knows that Bush Hog s main manufacturing property in Selma, Alabama was contaminated with
chlorinated volatile organic compounds which most likely resulted from painting and cleaning operations during the
1960s and 1970s. The contaminated areas were primarily in the location of underground storage tanks and underneath
the former waste storage area. Under the Asset Purchase Agreement, Bush Hog s prior owner agreed to and has
removed the underground storage tanks at its cost and has remediated the identified contamination in accordance with
the regulations of the Alabama Department of Environmental Management. An environmental consulting firm was
retained by the prior owner to administer the cleanup and monitor the site on an ongoing basis until the remediation
program is complete and approved by the applicable authorities.

Certain properties of the Company contain asbestos that may have to be remediated over time and it could result in
additional expense to the Company.

The Company is subject to various other federal, state, and local laws affecting its business, as well as a variety of
regulations relating to such matters as working conditions, equal employment opportunities, and product safety. A
variety of state laws regulate the Company s contractual relationships with its dealers, some of which impose
restrictive standards on the relationship between the Company and its dealers, including events of default, grounds for
termination, non-renewal of dealer contracts, and equipment repurchase requirements.

Increasingly stringent engine emission regulations could impact our ability to sell certain of our products into the
market and appropriately price certain of our products, which could negatively affect our competitive position and
financial results.

The EPA adopted increasingly stringent engine emission regulations, including Tier 4 emission requirements
applicable to diesel engines in specified horsepower ranges that are used in some of our products. Beginning

January 1, 2013, such requirements expanded to additional horsepower categories and, accordingly, apply to more of
our products. Although we have developed plans to achieve substantial compliance with Tier 4 diesel engine emission
requirements, these plans are subject to many variables including, among others, the ability of our suppliers to provide
compliant and suitable engines on a timely basis or our ability to meet our production schedule. If we are unable to
successfully execute such plans, our ability to sell our products into the market may be inhibited, which could
adversely affect our competitive position and financial results. To the extent in which we are able to implement price
increases to fully or partially offset higher engine costs as well as related research, development, engineering, and
other expenses to design Tier 4 diesel engine compliant products and our competitors may implement different
strategies with respect to compliance with Tier 4 diesel engine emission requirements, we may experience lower
market demand for our products that may, ultimately, adversely affect our profit margins, net sales, and overall
financial results. Additionally, as customers buying patterns change to purchase our products in advance of price
increases on compliant products, we have and may continue to experience abnormal fluctuation in sales and our
financial results of any one period may not be representative of expected financial results in subsequent periods. If our
competitors implement different strategies with respect to compliance with Tier 4 requirements that, either in the short
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may experience lower market demand for our products that may, ultimately, adversely affect our net sales, profit
margins, and overall financial results. There similar types of legislation either existing, proposed or in the process of
being implemented in other jurisdictions in which we operate which could similarly affect the our net sales, profit
margins, and overall financial results now or in the future.

If we are unable to comply with the terms of our credit arrangements, especially the financial covenants, our credit
arrangements could be terminated.

We cannot assure you that we will be able to comply with all of the terms of our credit arrangements, especially the
financial covenants. Our ability to comply with such terms depends on the success of our business and our operating
results. Various risks, uncertainties, and events beyond our control could affect our ability to comply with the terms of
our credit arrangements. If we were out of compliance with any covenant required by our credit arrangements
following any applicable cure periods, the banks could terminate their commitments unless we could negotiate a
covenant waiver. The banks could condition such waiver on amendments to the terms of our credit arrangements that
may be unfavorable to us, including, a potential increase to the interest rate we currently pay on outstanding debt
under our credit arrangements could increase, which could adversely affect our operating results.

Fluctuations in currency exchange rates may adversely affect our financial results.

Our earnings are affected by fluctuations in the value of the U.S. dollar as compared to foreign currencies,
predominantly in European countries, Canada and Australia, as a result of the sale of our products in international
markets. While we do hedge against such fluctuations to an extent (primarily in the U.K. market), we cannot assure
you that we will be able to effectively manage these risks. Significant long-term fluctuations in relative currency
values, such as a devaluation of the Euro against the U.S. dollar, could have an adverse effect on our future results of
operations or financial condition.

Risks Related to Investing in Our Common Stock

Because the price of our common stock may fluctuate significantly and its trading volume has generally been low,
it may be difficult for you to resell our common stock when desired or at attractive prices.

The trading price of our common stock has and may continue to fluctuate. The closing prices of our common stock on
the New York Stock Exchange during 2014 ranged from $60.00 to $41.00 (thru September 30, 2014) per share, and
during 2013 from $60.69 to $33.89 per share. Our stock price may fluctuate in response to the risk factors set forth
herein and to a number of events and factors, such as quarterly variations in operating and financial results, litigation,
changes in financial estimates and recommendations by securities analysts, the operating and stock performance of
other companies that investors may deem comparable to us, news reports relating to us or trends in our industry or
general economic conditions. Furthermore, the trading volume of our common stock has generally been low, which
may increase the volatility of the market price for our stock. The stock price volatility and low trading volume may
make it difficult for you to resell your shares of our common stock when desired or at attractive prices.

You may experience dilution of your ownership interests due to the future issuance of additional shares of our
common stock.

We may issue shares of our previously authorized and unissued securities which will result in the dilution of the
ownership interests of our present stockholders. We are currently authorized to issue 20,000,000 shares of common
stock. On October 31, 2014, 11,310,693 shares of our common stock were issued and outstanding, and there were
outstanding options and restricted stock awards totaling an additional 446,743 shares of our common stock. We also
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Option Plan and our 2009 Equity Incentive Plan. Additional stock option or other compensation plans or amendments
to existing plans for employees and directors may be adopted. Issuance of these shares of common stock may dilute
the ownership interests of our then existing stockholders. We may also issue additional shares of our common stock in
connection with the hiring of personnel, future acquisitions, such as the 1,700,000 shares issued as consideration for
the acquisition of Bush Hog in 2009, future private placements of our securities for capital raising purposes or for
other business purposes. This would further dilute the interests of our existing stockholders.

There is no assurance that we will continue declaring dividends or have the available cash to make dividend
payments.

On January 2, 2013, the Board of Directors of the Company increased its quarterly dividend from $.06 per share to
$.07 per share. Although we have paid a cash dividend in each quarter since becoming a public company in 1993,
there can be no assurance that we will continue to declare dividends or that funds will continue to be available for this
purpose in the future. The declaration and payment of dividends are restricted by the terms of our amended and
restated revolving credit agreement, are subject to the discretion of our Board of Directors, are not cumulative, and
will depend upon our profitability, financial condition, capital needs, future prospects, and other factors deemed
relevant by our Board of Directors.

Provisions of our corporate documents may have anti-takeover effects that could prevent a change in control.

Provisions of our charter, bylaws and Delaware law could make it more difficult for a third party to acquire us, even if
doing so would be beneficial to our stockholders. These provisions include supermajority voting requirements,
prohibiting the stockholder from calling stockholder meetings, removal of directors for cause only and prohibiting
shareholder actions by written consent. Our Certificate of Incorporation and By-laws state that any amendment to
certain provisions, including those provisions regarding the removal of directors and limitations on action by written
consent discussed above, be approved by the holders of at least two-thirds of our common stock. We are also afforded
the protections of Section 203 of the Delaware General Corporation Law, which would prevent us from engaging in a
business combination with a person who becomes a 15% or greater shareholder for a period of three years from the
date such person acquired such status unless certain board or shareholder approvals were obtained.

Future sales, or the possibility of future sales, of a substantial amount of our common stock may depress the price
of the shares of our common stock.

Future sales, or the availability for sale in the public market, of substantial amounts of our common stock could
adversely affect the prevailing market price of our common stock and could impair our ability to raise capital through
future sales of equity securities. If we or our existing stockholders sell substantial amounts of our common stock in the
public market, or if there is a perception that these sales may occur, the market price of our common stock could
decline.

Certain stockholders own a significant amount of our common stock, and their interests may conflict with those of
our other stockholders.

As of October 31, 2014, Capital Southwest Corporation, and its subsidiary Capital Southwest Venture Corporation,
beneficially owned approximately 18% of our outstanding common stock. Subsequent to this offering, they will
beneficially own approximately 2.3% of our outstanding common stock if the underwriters do not exercise their
option to purchase additional shares or less than one percent of our outstanding common stock if the underwriters
exercise their option in full to purchase additional shares. Four other investors (Bgear LLC, Henry Crown and
Company, Royce & Associates, LLC, and Dimensional Fund Advisors LP) beneficially own approximately 33% of
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outcome of any other matter requiring stockholder approval, including mergers, consolidations and the sale of all or
substantially all of our assets, and together with other beneficially owned investors, to prevent or cause a change in
control of the Company. Also, pursuant to contractual obligation, Duroc LLC, an affiliate of Bgear LLC and Henry
Crown and Company, was entitled to certain rights with respect to the registration of the common stock owned by
them under the Securities Act. Pursuant to such registration rights, on March 12, 2012 we filed a registration statement
related to the common stock owned by such entities and such registration statement was declared effective by the
SEC. The interests of our major stockholders may conflict with the interests of our other stockholders.

S-16

Table of Contents 36



Edgar Filing: ALAMO GROUP INC - Form 424B3

Table of Conten

FORWARD-LOOKING INFORMATION

This prospectus supplement, the accompanying prospectus and the documents incorporated by reference may contain
certain forward-looking statements within the meaning of Section 27A of the Securities Act of 1933 (the Securities
Act ) and Section 21E of the Securities Exchange Act of 1934 (the Exchange Act ). In addition, forward-looking
statements may be made orally or in press releases, conferences, reports or otherwise, in the future by or on behalf of
the Company.

Statements that are not historical are forward-looking. When used by us or on our behalf, the words expect,  will,
estimate, believe, intend, would, could, should, anticipate, project, forecast, plan, may and sinx
generally identify forward-looking statements made by us or on our behalf. Forward-looking statements involve risks
and uncertainties. These uncertainties include factors that affect all businesses operating in a global market, as well as
matters specific to the Company and the markets we serve. Certain particular risks and uncertainties that continually
face us include the following:

changes in market conditions;

increased competition;

decreases in the prices of agricultural commodities, which could affect our customers income levels;

budget constraints or income shortfalls, which could affect the purchases of our equipment by
governmental customers;

credit availability for both the Company and its customers, adverse weather conditions such as
droughts, floods, snowstorms, etc., which can affect buying patterns of the Company s customers and
related contractors;

the price and availability of critical raw materials, particularly steel and steel products;

energy cost;

increased cost of new governmental regulations;

the potential effects on the buying habits of our customers due to animal disease outbreaks such as
mad cow and other epidemics;
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the Company s ability to develop and manufacture new and existing products profitably;

market acceptance of new and existing products;

the Company s ability to maintain good relations with its employees; and

the ability to hire and retain quality employees.
In addition, we are subject to risks and uncertainties facing the industry in general, including the following:

including changes in business and political conditions and the economy in general in both domestic
and international markets;

weather conditions affecting demand;
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slower growth in the Company s markets;

financial market changes including increases in interest rates and fluctuations in foreign exchange
rates;

actions of competitors;

the inability of the Company s suppliers, customers, creditors, public utility providers and financial
service organizations to deliver or provide their products or services to the Company;

seasonal factors in the Company s industry;

litigation;

government actions including budget levels, regulations and legislation, primarily relating to the
environment, commerce, infrastructure spending, health and safety; and

availability of materials.
We wish to caution you not to place undue reliance on any forward-looking statement and to recognize that the
statements are not predictions of actual future results. Actual results could differ materially from those anticipated in
the forward-looking statements and from historical results, due to the risks and uncertainties described in this
prospectus supplement, the accompanying prospectus or in any of the documents that are incorporated by reference
herein or therein as well as others not now anticipated. The foregoing statements are not exclusive and further
information concerning us and our businesses, including factors that could potentially materially affect our financial
results, may emerge from time to time. It is not possible for management to predict all risk factors or to assess the
impact of such risk factors on the Company s businesses.
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The selling stockholders will receive all of the net proceeds from the sale of the shares of common stock offered
hereby. We will not receive any proceeds from this offering, including any proceeds from the sale of shares by the
selling stockholders pursuant to an exercise by the underwriters of their option to purchase additional shares.
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PRICE RANGE OF COMMON STOCK

Our common stock is listed on the NYSE under the symbol ALG. The following table sets forth, for each of the
periods listed, the high and low sales prices per share of our common stock, as reported by the NYSE.

Quarter Ended High Low
December 31, 2014 (through

November 12, 2014) $52.13 $37.93
September 30, 2014 $55.84 $40.75
June 30, 2014 $57.86 $49.50
March 31, 2014 $60.65 $45.87
December 31, 2013 $61.27 $45.51
September 30, 2013 $49.45 $40.48
June 30, 2013 $44.13 $37.39
March 31, 2013 $40.64 $33.12
December 31, 2012 $34.63 $29.66
September 30, 2012 $34.00 $27.07
June 30, 2012 $34.23 $29.40
March 31, 2012 $30.93 $25.51

On November 12, 2014, the last reported sale price of our common stock on the NYSE was $47.51 per share.
DIVIDEND POLICY

We have paid quarterly dividends of $0.06 from the third quarter of 1999 to and including the fourth quarter of 2012.
On January 2, 2013, the Board of Directors of the Company increased its quarterly dividend from $0.06 per share to
$0.07 per share. Our last quarterly dividend $0.07 per share was paid on October 30, 2014 to shareholders of record as
of October 16, 2014. We expect to continue our policy of paying regular cash dividends, but only if and to the extent
dividends are declared by our Board of Directors and permitted by applicable law and by the terms of our amended
and restated revolving credit facility. The declaration and payment of dividends are not cumulative and will depend
upon our future earnings, capital requirements, financial condition, future prospects, and other factors deemed relevant
by our Board of Directors, and is restricted by the terms of our amended and restated revolving credit facility.
Dividend payments are not guaranteed, and our Board of Directors may decide, in its absolute discretion, not to pay
dividends.
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SELECTED CONSOLIDATED FINANCIAL INFORMATION

The following table sets forth our selected consolidated financial information. You should read the selected
consolidated financial data in conjunction with Management s Discussion and Analysis of Financial Condition and
Results of Operations and our consolidated financial statements and notes thereto included in this prospectus
supplement or otherwise incorporated herein by reference. Our selected consolidated financial data as of

December 31, 2012 and 2013 and for the years ended December 31, 2011, 2012 and 2013 has been derived from our
audited financial statements incorporated by reference in this prospectus supplement. Our selected consolidated
financial data as of December 31, 2009, 2010 and 2011 and for the years ended December 31, 2009 and 2010 has
been derived from our audited financial statements not otherwise included or incorporated by reference in this
prospectus supplement. Our unaudited consolidated financial data as of and for the nine months ended September 30,
2013 and 2014 has been derived from our unaudited financial statements included in this prospectus supplement. Our
historical results are not necessarily indicative of results for any future period. In addition, results for the nine-month
period ended September 30, 2014 may not be indicative of the results that may be expected for the full fiscal year.

Nine Months Ended Fiscal Year Ended
September 30, 1) December 31, ®
(in thousands, except per share amounts) 2014 2013 2013 2012 2011 2010 2009
Operations:
Net sales by division:
North American
Industrial $308,348 $218,863 $296,617 $263,353 $229,594 $192,379 $173,905
Agricultural 160,144 168,048 215,340 200,467 203,993 173,464 92,415
European 142,286 124,320 164,879 164,582 170,006 158,697 180,167
Total net sales $610,778 $511,231 $676,836 $628,402 $603,593 $524,540 $446,487
Gross profit 140,856 122,159 158,510 143,512 135,085 116914 94,561
Income from operations 46,953 42,626 50,737 45,349 49,456 30,873 34,534
Income before income taxes 45,358 43,048 51,388 43,446 48,129 29,032 31,106
Net income $ 29,800 $ 30,070 $ 36,094 $ 28903 $ 32,687 $ 21,117 $ 18,633
Net income as percent of sales 4.9% 5.9% 5.3% 4.6% 5.4% 4.0% 4.2%
Earnings per share:
Basic $ 247 $ 250 $ 300 $§ 243 $ 276 §$ 1.79 $ 1.80
Diluted 2.43 2.47 2.96 2.40 2.73 1.78 1.80
Dividends per share $ 021 $§ 021 $§ 028 $ 024 § 024 $ 024 § 024
Average common shares:
Basic 12,077 12,040 12,050 11,899 11,848 11,782 10,330
Diluted 12,251 12,196 12,212 12,058 11,966 11,893 10,363
(1) Includes the results of operations of companies acquired from the effective dates of acquisitions.
September 30, December 31,
Financial Position as of: 2013 2013 2012 2011 2010 2009

Total assets
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$654,340 $449,644 $438,476 $404,339 $381,665 $370,983 $379,957
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Short-term debt and current
maturities

Long-term debt, excluding
current maturities

Total stockholders equity
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852 499 420 588 1,190 2,319 5,453
190,005 90 8 118 8,621 23,106 44,336
$337,464 $340,199 $350,465 $310,286 $277,276 $253,260 $236,919

S-21

43



Edgar Filing: ALAMO GROUP INC - Form 424B3

Table of Conten

MANAGEMENT S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

The historical financial data discussed below reflects our historical results of operations and financial condition and

should be read in conjunction with our financial statements and related notes thereto included elsewhere or

incorporated by reference in this prospectus supplement. In addition to historical financial data, this discussion

includes certain forward-looking statements regarding events and trends that may affect our future results. Such

statements are subject to risks and uncertainties that could cause our actual results to differ materially. See
Forward-Looking Information. For a more complete discussion of the factors that could affect our future results, see
Risk Factors.

The following tables set forth, for the periods indicated, certain financial data:

Three Months Ended Nine Months Ended

September 30, September 30,
As a Percent of Net Sales 2014 2013 2014 2013
North American
Industrial 54.0% 41.1% 50.5% 42.8%
Agricultural 24.7% 35.0% 26.2% 32.9%
European 21.3% 23.9% 23.3% 24.3%
Total sales, net 100.0% 100.0% 100.0% 100.0%
Cost Trends and Profit Margin, as Three Months Ended Nine Months Ended
September 30, September 30,
Percentages of Net Sales 2014 2013 2014 2013
Gross margin 23.8% 24.7% 23.1% 23.0%
Income from operations 9.2% 8.8% 7.7% 8.3%
Income before income taxes 8.8% 8.9% 7.4% 8.4%
Net income 5.7% 6.5% 4.9% 5.9%
Overview

For the nine months of 2014, the Company s net income was approximately 1% lower when compared to the same
period in 2013. This was primarily related to soft market conditions in the Agricultural Division which resulted in a
7% decrease in sales excluding the acquisitions of Fieldquip and Superior. Alamo s Industrial Division saw a 13.0%
increase in sales versus 2013 excluding the acquisition of the Specialized business units. This came from improved
sales in sweepers, mowing equipment, excavators, vacuum trucks and snow equipment products. European sales for
the first nine months of 2014 (excluding the acquisition of Kellands) were up 10% compared to the same period in
2013. Improved sales in the U.K. provided most of the improvement as well as favorable exchange rates. Consolidated
operating income was down slightly in the first nine months of 2014 excluding the impact of the acquisitions and
related acquisition expenses as increased sales in both the Industrial and European Divisions could not completely
offset the decline from the Agricultural Division. Also negatively affecting net income was additional stock option
expense from accelerated vesting of options to retirement eligible recipients. The Company s backlog improved 47%
to $162 million during the first nine months of 2014 versus $110 million during the same period in 2013, which
should benefit sales through the rest of the year. Excluding the acquisitions of Specialized, Kellands, Fieldquip and
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Superior, backlog increased by 3%. The increase in the backlog came from the Company s European and Industrial
Divisions. Negatively affecting backlogs were lower new orders in the Agricultural Division.

The Company believes that its markets for the remainder of 2014 will be steady but they could be negatively affected
by a variety of factors such as a continued weakness in the overall economy, sovereign debt

S-22

Table of Contents 45



Edgar Filing: ALAMO GROUP INC - Form 424B3

Table of Conten

issues, credit availability, increased levels of government regulations; changes in farm incomes due to commodity
prices or governmental aid programs; adverse situations that could affect our customers such as animal disease
epidemics, weather conditions such as droughts, floods, snowstorms, etc.; budget constraints or revenue shortfalls in
governmental entities and changes in our customers buying habits due to lack of confidence in the economic outlook.

Results of Operations
Three Months Ended September 30, 2014 vs. Three Months Ended September 30, 2013

Net sales for the third quarter of 2014 were $233,175,000, an increase of $58,437,000, or 33.4% compared to
$174,738,000 for the third quarter of 2013. The increase was mainly from the acquisitions of the Specialized business
units in the amount of $42,099,000, Kellands in the amount of $2,471,000, Fieldquip in the amount of $631,000 and
Superior in the amount of $336,000. The Company also experienced improved equipment sales in the Company s
Industrial and European Divisions. In the Industrial Division, sweepers, mowing equipment, excavators, vacuum
trucks, and snow removal products all showed sales improvement compared to the third quarter of 2013. Sales of
mowing equipment in the Agricultural Division were down during the quarter due to declining crop prices and overall
softness in the agricultural market. Excluding the acquisition of Kellands, European sales were up 13.0% as increased
sales of UK products and favorable exchange rates were the main contributing factors towards improved sales levels
over the third quarter of 2013.

Net North American Industrial sales increased during the third quarter by $54,062,000 or 75.2% to $125,952,000 for
2014 compared to $71,890,000 during the same period in 2013. The increase came primarily from the acquisition of
the Specialized business units in the amount of $42,099,000 as well as a 16.6% improvement in sales of mower,
sweepers, excavators, vacuum trucks and snow removal equipment.

Net North American Agricultural sales were $57,668,000 in 2014 compared to $61,157,000 for the same period in
2013, a decrease of $3,489,000 or 5.7%. Lower commodity prices and higher farm input costs affected forecasted
farm income which has limited farmers ability to purchase new equipment. This resulted in increased dealer
inventory.

Net European Sales for the third quarter of 2014 were $49,555,000, an increase of $7,864,000 or 18.9% compared to
$41,691,000 during the third quarter of 2013. The increase was primarily due to the acquisition of Kellands in the
amount of $2,471,000 and sales of all UK products brands McConnel, Spearhead, Bomford and Twose were higher
than the third quarter of 2013. Also affecting sales positively in the third quarter of 2014 were favorable changes in
currency exchange rates. Sales in France were soft compared to the third quarter of 2013 as the French market remains
weak.

Gross profit for the third quarter of 2014 was $55,440,000 (23.8% of net sales) compared to $43,156,000 (24.7% of
net sales) during the same period in 2013, an increase of $12,284,000. The increase in margin dollars were mainly due
to the acquisitions of the Specialized business units and Kellands in the amount of $10,403,000. Also higher sales
volume in the Industrial Division, particularly mowing, excavator, vacuum trucks and sweeping products helped
increase gross margins. Negatively affecting both the gross margin and margin percent during the third quarter of
2014 were inefficiencies from lower absorption on reduced sales volumes in the Agricultural Division as well as
$1,139,000 in higher cost of goods sold related to the step-up in fair value of inventory in the Specialized business
units.

Selling, general and administrative expenses ( SG&A ) were $33,914,000 (14.5% of net sales) during the third quarter
of 2014 compared to $27,830,000 (15.9% of net sales) during the same period of 2013, an increase of $6,084,000. The

Table of Contents 46



Edgar Filing: ALAMO GROUP INC - Form 424B3

increase in SG&A expenses in 2014 was primarily from the acquisitions of the Specialized business units in the
amount of $5,826,000 and Kellands, Fieldquip and Superior in the amount of $743,000.
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Interest expense was $1,497,000 for the third quarter of 2014 compared to $319,000 during the same period in 2013,
an increase of $1,178,000. The increase in 2014 came from increased borrowings due to the acquisition of the
Specialized business units.

Other income (expense), net was $421,000 of income for the third quarter of 2014 compared to $558,000 of income
during the same period in 2013. The income in 2014 was the result of changes in exchange rates. The income in 2013
was the result of changes in exchange rates and grants from the U.K. government.

Provision for income taxes was $7,124,000 (34.8%) in the third quarter of 2014 compared to $4,276,000

(27.4%) during the same period in 2013. The increased tax rate in 2014 reflects that Research and Development tax
credits have not yet been approved by the U.S. federal government for 2014 as well as the acquisition of the
Specialized business units which are located in jurisdictions subject to tax rates above the Company s average.

The Company s net income after tax was $13,367,000 or $1.10 per share on a diluted basis for the third quarter of 2014
compared to $11,333,000 or $0.93 per share on a diluted basis for the third quarter of 2013. The increase of
$2,034,000 resulted from the factors described above.

Nine Months Ended September 30, 2014 vs. Nine Months Ended September 30, 2013

Net sales for the first nine months of 2014 were $610,778,000, an increase of $99,547,000 or 19.5% compared to
$511,231,000 for the first nine months of 2013. The increase was mainly from the acquisitions of the Specialized
business units in the amount of $61,076,000, Kellands in the amount of $5,753,000, Superior in the amount of
$1,795,000 and Fieldquip in the amount of $1,286,000. Also improved sales in the Company s North American
Industrial Division which was up 13.0% excluding the impact of the acquisition of the Specialized business units was
a contributing factor. Agricultural Division sales were down for the first nine months of 2014 from a weak overall
agricultural market and the prolonged winter weather conditions in the early part of 2014. Sales in the UK products
remained strong. Overall conditions in the European economy remain weak but showed some signs of improvement.
Favorable exchange rate changes also had an impact on sales.

Net North American Industrial sales increased during the first nine months by $89,485,000 or 40.9% to $308,348,000
for 2014 compared to $218,863,000 during the same period in 2013. The increase came primarily from the acquisition
of the Specialized business units in the amount of $61,076,000. Also, favorably affecting sales were increases from
mowing, sweeper, excavator, vacuum trucks and snow equipment product lines.

Net North American Agricultural sales were $160,144,000 in 2014 compared to $168,048,000 for the same period in
2013, a decrease of $7,904,000 or 4.7%. The decrease in sales for the first nine months of 2014 compared to the first
nine months of 2013 was from lower commodity prices and higher farm input costs that resulted in softer market
conditions in the agricultural market. Also affecting this Division were the prolonged winter weather conditions
during the first quarter of 2014.

Net European sales for the first nine months of 2014 were $142,286,000, a increase of $17,966,000 or 14.5%
compared to $124,320,000 during the same period of 2013. The increase in 2014 was primarily due to the Kellands
acquisition in the amount of $5,753,000 and improved sales in the UK. Also affecting sales favorably were changes in
currency exchange rates. The European Division continued to be faced with challenging market conditions and both
our governmental and agricultural markets were constrained by Europe s overall economic uncertainty.

Gross profit for the first nine months of 2014 was $140,856,000 (23.1% of net sales) compared to $122,159,000
(23.9% of net sales) during the same period in 2013, an increase of $18,697,000. The increase in margin dollars was
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gross margin and margin percent during the first nine months of 2014 were inefficiencies from lower absorption on
reduced sales volumes in the Agricultural Division as well as $1,139,000 in higher cost of goods sold related to the
step-up in fair value of inventory in the Specialized business units.

Selling, general and administrative expenses ( SG&A ) were $93,903,000 (15.4% of net sales) during the first nine
months of 2014 compared to $79,533,000 (15.6% of net sales) during the same period of 2013, an increase of
$14,370,000. The increase in SG&A for the first nine months of 2014 was primarily from the acquisitions of the
Specialized business units $8,557,000 and Kellands, Fieldquip and Superior in the amount of $1,588,000. Also there
were $1,839,000 of acquisition expenses and $1,015,000 of additional stock option expense related to the accelerated
vesting options to retirement eligible recipients. The Company also had increased trades show and advertising
expenses, recruiting and relocation expenses and increased costs related to I'T projects.

Interest expense was $2,780,000 for the first nine months of 2014 compared to $897,000 during the same period in
2013, a increase of $1,883,000. The increase in 2014 came from increased borrowings due to the acquisition of the
Specialized units.

Other income (expense), net was $1,048,000 of income during the first nine months of 2014 compared to $1,190,000
of income in the first nine months of 2013. The income in 2014 was from the gain on the sale of the SMC facility and
gains related to foreign exchange rate changes. In 2013 the gain was mainly the result of changes in exchange rates
and governmental grants received in the U.K.

Provision for income taxes was $15,558,000 (34.3%) in the first nine months of 2014 compared to $12,978,000
(30.1%) during the same period in 2013. Due to the delay in signing the American Taxpayer Relief Act of 2012 which
extended research and development tax credits, the Company was not able to include $350,000 of tax credits in its
2012 financial statements but instead recognized this tax benefit in the first quarter of 2013. The increased tax rate in
2014 reflects that Research and Development tax credits have not yet been approved by the U.S. federal government
for 2014. Also negatively affecting our corporate tax rate was the acquisition of the Specialized business units which
are located in jurisdictions subject to tax rates above the Company s average.

The Company s net income after tax was $29,800,000 or $2.43 per share on a diluted basis for the first nine months of
2014 compared to $30,070,000 or $2.47 per share on a diluted basis for the first nine months of 2013. The decrease of
$270,000 resulted from the factors described above.

Liquidity and Capital Resources

In addition to normal operating expenses, the Company has ongoing cash requirements which are necessary to operate
the Company s business, including inventory purchases and capital expenditures. The Company s inventory and
accounts payable levels typically build in the first half of the year and in the fourth quarter in anticipation of the spring
and fall selling seasons. Accounts receivable historically build in the first and fourth quarters of each year as a result
of fall preseason sales programs and out of season sales, particularly in our Agricultural Division. Preseason sales help
level the Company s production during the off season.

As of September 30, 2014, the Company had working capital of $296,335,000 which represents an increase of
$40,003,000 from working capital of $256,332,000 of December 31, 2013. The increase in working capital was

primarily from the acquisitions of the Specialized business units, Kellands and Fieldquip.

Capital expenditures were $6,689,000 for the first nine months of 2014, compared to $9,910,000 during the first nine
months of 2013. The Company expects to fund future expenditures from operating cash flows or through its revolving
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The Company was authorized by its Board of Directors in 1997 to repurchase up to 1,000,000 shares of the Company s
common stock to be funded through working capital and credit facility borrowings. There were
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no shares purchased in 2013 or through the third quarter of 2014 pursuant to this authorization. The authorization to
repurchase up to 1,000,000 shares remains available less 42,600 shares previously repurchased.

On September 24, 2014, the Company was authorized by its Board of Directors to enter into a Share Repurchase
Agreement with Capital Southwest Corporation and Capital Southwest Venture Corporation ( Capital Southwest ).
Pursuant to the Repurchase Agreement, the Company repurchased 849,690 shares of the Company s common stock
owned by Capital Southwest at a purchase price of $40.255 per share. The closing price of the Company s common
stock on the New York Stock Exchange on September 24, 2014 was $41.50 per share. The Company financed the
repurchase through borrowings under its revolving credit facility. The Company completed the closing on
September 25, 2014 and subsequently retired all 849,690 shares.

Net cash provided by (used in) financing activities was $153,648,000 and ($1,280,000) during the nine month period
ending September 30, 2014 and September 30, 2013, respectively. The Company had $190,000,000 borrowed from its
revolving credit facility at September 30, 2014 compared to no borrowings at September 30, 2013. This change was
due to the acquisition of the Specialized business units and the repurchase of the shares of common stock from Capital
Southwest.

The Company had $34,177,000 in cash and cash equivalents held by its foreign subsidiaries as of September 30, 2014.
The majority of these funds are at our UK and Canadian subsidiaries and would not be available for use in the United
States without incurring US federal and state tax consequences. The Company plans to use these funds for capital
expenditures or acquisitions outside the United States.

Effective May 12, 2014, the Company amended its revolving credit facility and increased its line of credit from
$100 million to $250 million to accommodate the acquisition of the Specialized business units and meet the ongoing
needs of the combined entities.

The Company maintains a revolving credit facility with certain lenders under its Amended and Restated Revolving
Credit Agreement. The aggregate commitments from lenders under such revolving credit facility is $250,000,000 and,
subject to certain conditions, the Company has the option to request an increase in aggregate commitments of up to an
additional $50,000,000. The revolving credit agreement requires us to maintain various financial covenants including
a minimum earnings before interest and tax to interest expense ratio, a maximum leverage ratio and a minimum asset
coverage ratio. The agreement also contains various covenants relating to limitations on indebtedness, limitations on
investments and acquisitions, limitations on sale of properties and limitations on liens and capital expenditures. The
revolving credit agreement also contains other customary covenants, representations and events of defaults. As of
September 30, 2014, the Company was in compliance with the covenants under the revolving credit facility. The
termination date of the revolving credit facility is May 12, 2019. As of September 30, 2014, $190,000,000 was
outstanding under the revolving credit facility. On September 30, 2014, $685,000 of the revolver capacity was
committed to irrevocable standby letters of credit issued in the ordinary course of business as required by vendors
contracts resulting in $59,315,000 in available borrowings.

Management believes the bank credit facilities and the Company s ability to internally generate funds from operations
should be sufficient to meet the Company s cash requirements for the foreseeable future. However, the challenges
affecting the banking industry and credit markets in general could potentially cause changes to credit availability,

which creates a level of uncertainty.

Critical Accounting Estimates

Table of Contents 52



Edgar Filing: ALAMO GROUP INC - Form 424B3

Management s Discussion and Analysis of Financial Condition and Results of Operations are based upon our
Consolidated Financial Statements, which have been prepared in accordance with GAAP. The preparation of these
financial statements requires management to make estimates and assumptions that affect the reported amounts of
assets, liabilities, revenue and expenses, and related disclosure of contingent assets and liabilities. Management bases
its estimates on historical experience and on various other assumptions that are
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believed to be reasonable under the circumstances, the results of which form the basis for making judgments about the
carrying values of assets and liabilities that are not readily apparent from other sources. Actual results may differ from
these estimates under different assumptions or conditions.

Critical Accounting Policies

An accounting policy is deemed to be critical if it requires an accounting estimate to be made based on assumptions
about matters that are highly uncertain at the time the estimate is made, and if different estimates that reasonably
could have been used, or changes in the accounting estimates that are reasonably likely to occur periodically, could
materially impact the financial statements. Management believes the following critical accounting policies reflect its
more significant estimates and assumptions used in the preparation of the Consolidated Financial Statements. For
further information on the critical accounting policies, see Note 1 of our Notes to Consolidated Financial Statements
in the Company s 2013 10-K and Note 2 of these interim condensed consolidated financial statements.

Business Combinations

In the last ten years, we have acquired 14 businesses. The purchase prices of acquired businesses have been allocated
to the tangible and intangible assets acquired and liabilities assumed, based upon their estimated fair value at the date
of purchase. The difference between the purchase price and the fair value of the net assets acquired is recorded as
goodwill.

Most of the businesses we have acquired did not have a significant amount of intangible assets. With the 2014
acquisition of Specialized we acquired a significant amount of intangible assets. We identified the following possible
identifiable intangible assets in each acquisition: trade name and trademarks, customer and dealer relationships, and
patents, technology and drawings. As we complete the analysis of the fair values of certain of the acquired assets in
the current year acquisitions, discounted cash flow models will be used, which will be principally based upon internal
assumptions. In valuing certain of the acquired intangible assets we will use an excess earnings methodology, which is
a form of a discounted cash flow analysis. Tangible assets are typically valued using a replacement or reproduction
cost approach, considering factors such as current prices of the same or similar equipment, the age of the equipment
and economic obsolescence. In making other assumptions o