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LUFKIN INDUSTRIES, INC.
P. O. Box 849
Lufkin, Texas 75902

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS
To Be Held May 6, 2009

TO THE SHAREHOLDERS OF LUFKIN INDUSTRIES, INC.:

Notice is hereby given that the Annual Meeting ba&holders of Lufkin Industries, Inc., a Texagooation (the “Company”), will be
held at the Crown Colony Country Club, 900 Crowrad@g Drive, Lufkin, Texas 75901, on the"@lay of May, 2009, at 9:00 a.m. local time,

for the following purposes:
1. To elect two directors to the Company’s boardexve until the annual shareholders’ meeting me012 or until a successor has
been elected and qualified; a
2. Ratification of Deloitte & Touche LLP as the Cpamy’s Independent Registered Public AccountinghFor Fiscal Year 2009;
and
3. To transact such other business as may properlg ti@fore the meeting or any adjournments the

Only shareholders of record at the close of businesMarch 17, 2009 are entitled to notice of andate at the meeting.

You are kindly requested to mark, sign, date aturmethe enclosed proxy promptly, regardless oftivaieyou expect to attend the
meeting, in order to ensure a quorum. You may revtbk proxy at any time prior to the meeting byl oravritten notice to the Company
addressed to Secretary, Lufkin Industries, IncQPBox 849, Lufkin, Texas 75902, phone number J&8&812211; or, if you are present at

meeting, and wish to do so, you may revoke theyemd vote in person.

It is sincerely hoped that it will be possible ja@u to personally attend the meeting.

PAUL G. PEREZ
Secretary

April 1, 2009

Important Notice Regarding the Availability of Proxy Materials for the
Shareholder Meeting to Be Held on May 6, 2009
The proxy statement and annual report to security blders are available atwww.edocumentview.com /LUFK.



LUFKIN INDUSTRIES, INC.
P. O. Box 849
Lufkin, Texas 75902

PROXY STATEMENT

GENERAL INFORMATION

The accompanying proxy is solicited by the Boar®wéctors of Lufkin Industries, Inc. (the “Compdipjor use at the Annual Meeting
of Shareholders to be held on May 6, 2009, andagljgurnments thereof. The annual meeting will Hd Be9:00 a.m., local time, at the
Crown Colony Country Club, 900 Crown Colony Drivfkin, Texas 75901. When such proxy is properlg@xed and returned, the shares
it represents will be voted at the meeting in adaoce with the directions noted thereon; or if medlion is indicated, it will be voted in fav
of the proposals set forth in the notice attacloetthis Proxy Statement.

Each shareholder of the Company giving a proxythasinconditional right to revoke his or her pratyany time prior to its exercise,
either in person at the Annual Meeting of Sharedaar by oral or written notice to the Companyradded to Secretary, Lufkin Industries,
Inc., P. O. Box 849, Lufkin, Texas 75902, phone ham(936) 634-2211. In addition to the solicitatmimproxies by use of this Proxy
Statement, directors, officers and employees of2impany may solicit the return of proxies by mpdrsonal interview, telephone or
facsimile. Officers and employees of the Compariynait receive additional compensation for theilicgtation efforts, but they will be
reimbursed for any out-of-pocket expenses incuBedkerage houses and other custodians, nominekfidaiciaries will be requested, in
connection with the stock registered in their nan@$orward solicitation materials to the beneflawners of such stock.

All costs of preparing, printing, assembling andlimg the Notice of Annual Meeting of Shareholddtis Proxy Statement, the
enclosed form of proxy and any additional materiasswell as the cost of forwarding solicitationtenals to the beneficial owners of stock
and all other costs of solicitation, will be botmgthe Company. The approximate date on whichRhixy Statement and form of proxy will
first be sent to shareholders is April 1, 2009.

Computershare Investor Services, LLC, as the Cogiparansfer agent, collects and informs the Congpafrall proxy votes tallied for
each issue listed in the proxy statement.

QUORUM AND VOTING SECURITIES

At the close of business on March 17, 2009, whsctihé record date for the determination of shadghslof the Company entitled to
receive notice of and to vote at the annual meetimgny adjournments thereof, the Company had 84/86 shares of common stock, $1.00
par value (the “Common Stock”) outstanding. Eacirstof Common Stock is entitled to one vote uparhed the matters to be voted on at
the meeting. Shareholders do not have cumulatitiagoights.

The presence, either in person or by proxy, of éidef a majority of the outstanding shares of Cami&tock is necessary to constitute
a quorum at the Annual Meeting. The affirmativeevot the holders of a majority of the Common Stpoésent in person or by proxy at the
meeting and entitled to vote is required for trecbn of directors in Proposal Number 1 and wolhstitute a ratification of the selection of
Deloitte & Touche LLP as the Company'’s Independ®egistered Public Accounting Firm for the purposEBroposal Number 2.

A shareholder entitled to vote for the electiordiwéctors can withhold authority to vote for allmimees for director or can withhold
authority to vote for certain nominees for direciithholding authority to vote for a
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director nominee in the election of directors willit affect the outcome of the election of directasthis will be considered a holder not
“present’at the meeting. However, for all other proposalbda/oted on, abstentions are treated as votessidghe particular proposal. Brol
non-votes, defined as shares held by a broker at@ived no voting instructions for a particularpmsal to be voted on, are treated as shares
as to which voting power has been withheld by thiedficial holders of those shares and, therefarehares not entitled to vote on the
proposal as to which there is the broker non-vote.

PROPOSAL NO. 1: ELECTION OF DIRECTORS

The Board of Directors has nominated and urgestyaote FOR the election of the two directors whwedbeen nominated to serve a
three-year term of office as Class Il DirectoreoXes solicited hereby will be so voted unlessshalders specify otherwise in their proxies.
The affirmative vote of the holders of a majorifytttee Common Stock present in person or by proxp@imeeting and entitled to vote is
required for approval of this Proposal.

The Company’s Fourth Restated Articles of Incorfiora(the “Articles”) divide the Board of Directgraith respect to terms of office,
into three classes, designated as Class |, ClasslIClass Ill. Each class of directors is to leeteld to serve a thrgear term and is to cons
of, as nearly as possible, one-third of the memobetise entire Board. In accordance with the CorgfsaBylaws, the Company’s Board of
Directors is currently set at ten members, withiimmum of seven and a maximum of 15 members reduirbe Board of Directors has
affirmatively determined that each of Messrs. JARderson, Ms. S. V. Baer, S. W. Henderson, lIT,.JJongebloed, J. H. Lollar, B. H.
O’Neal, H. J. Trout, Jr., and T. E. Wiener are jmgledent under Rule 4200(a)(15) of the NASDAQ Makete Rules. Mr. D. V. Smith is not
independent under Rule 4200(a)(15) of the NASDAQKdtplace Rules as he served as the Chief ExecOffieer of the Company until
March 1, 2008. Also, Mr. J. F. Glick is not indegent under Rule 4200(a)(15) of the NASDAQ Marketpl®ules as he currently serves as
the President and Chief Executive Officer of therpany.

The term of office of each of the Class Il Dirast@xpires at the time of the 2009 Annual Meetifi§lwareholders, or as soon thereafter
as their successors are elected or qualified. M¥.Lmith and Mr. J. F. Anderson have been nomth# serve a three year term as Class I
Directors. Mr. S.W. Henderson, Il will retire frothe Company’s Board of Directors effective attihge of the 2009 Annual Meeting of
Shareholders. Each of the nominees has consenbeditamed in this Proxy Statement and to servedagetor, if elected.

It is intended that the proxies solicited herebi} e voted FOR the election of the nominees foedtor listed below, unless authority
do so has been withheld. If, at the time of the®?AfAnual Meeting of Shareholders, any of the nomsrghould be unable or decline to serve,
the discretionary authority provided in the proxyl Wwe used to vote for a substitute or substitutesignated by the Board of Directors. The
Board of Directors has no reason to believe thatsastitute nominee or nominees will be required.

Nominating/Governance Committee Policy on DirectolCandidates

The Nominating/Governance Committee considers ciaes for Board membership suggested by its menanersther Board
members, as well as management and shareholderdrhmittee has also retained a third-party exeetearch firm to identify candidates
upon request of the Nominating/Governance Committaa time to time. A shareholder who wishes tooramend a prospective nominee
the Board should notify the Company’s Corporater&ecy or any member of the Nominating/Governanomittee in writing at Lufkin
Industries, Inc., P.O. Box 849, Lufkin, Texas 75902luding whatever supporting material the shaldér considers appropriate. The
Nominating/Governance Committee will also consigdbether to nominate any person nominated by a kblter pursuant to the provisio
of the Company’s bylaws relating to shareholder imations.

Description of Nominating/Governance Committee’s Section Process of Director Candidates

The Nominating/Governance Committee utilizes aetgrof methods for identifying and evaluating noegs for director. The
Nominating/Governance Committee regularly assetsgeappropriate size of tl
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Board and whether any vacancies on the Board grectad due to retirement or otherwise. In the etlattvacancies are anticipated, or
otherwise arise, the Nominating/Governance Committssiders various potential candidates for dire€andidates may come to the
attention of the Nominating/Governance Committeeugh current Board members, professional seanatsfimanagement, shareholders or
other persons. When a professional search firmt&@ned it must become familiar with the Compang és business. Furthermore, it must
then clearly understand the skill sets, experi@mmkeducation the Board is seeking in a prospentember. The firm then must utilize its
resources to find and present suitable candidatesCommittee may emphasize certain requirememtsrdéng on the Board position to be
filled. Industry experience may be favored oveafinial, legal, sales or other areas of expertisenwitling a board position. These candidz
are evaluated at regular or special meetings oNtirainating/Governance Committee and may be coresidat any point during the year. 1
Nominating/Governance Committee considers proparbmitted shareholder nominations for candidatethf® Board. Following verificatic
of the shareholder status of persons proposingidates$, recommendations are aggregated and coedidgrthe Nominating/Governance
Committee at a regularly scheduled meeting, whsalpeinerally the first or second meeting prior ®isuance of the proxy statement for the
Company’s annual meeting. If any materials are iglext by a shareholder in connection with the notiomeof a director candidate, such
materials are forwarded to the Nominating/Goverea@ommittee. The Nominating/Governance Committee edviews materials provided
by professional search firms or other parties innaetion with a nominee who is not proposed byaaediolder. In evaluating such
nominations, the Nominating/Governance Committe&ks¢o achieve a balance of knowledge, experiendeapability on the Board.

Nominating/Governance Committee’s Minimum Director Candidate Qualifications

In evaluating recommended nominees for a positiothe Company’s Board of Directors, the NominatBmyernance Committee
considers, at a minimum, the following factors:

The candidate shall be an individual who has demnatesl integrity and ethics in his/her personal prafessional life

2. The candidate shall be prepared to represent teeests of all shareholde
3. The candidate has familiarity with business matserd an ability to grasp and analyze financial ¢
4. The candidate shall not have any material paiséinancial or professional interest in any presa potential competitor of the

Company

5. The candidate’s knowledge, skills and experigndight of prevailing business conditions and kmewledge, skills and
experience possessed by other members of the E

The candidate fulfills the needs of the Companywéispect to the particular talents and experientee directors

Personal business experience in a leadershipignowithin one of the markets served by the Comypshould be a criteria by one
or more of the Boar's directors

8.  The candidate has the ability and willingnesdddicate sufficient time, energy and attentiotheoperformance of his or her
duties, including participation in Board and contagtmeetings

Nominees for Director

The nominees for Class Ill Directors, if electedhose term of office will expire in 2012, and cemtadditional information with respect
to each of them, are as follows:

Douglas V. Smith, Chairman of the Board. Age 66. Bmith was elected President and Chief Executifie€d of the Company in
January 1993 and Chairman of the Board in May 1B@5was also elected as a director in January 19f&ctive March 1, 2008, Mr. Smith
retired from his position as Chief Executive



Officer, but continues in his position as Chairnafithe Board. Mr. Smith also continues to serv€hairman of the Executive Compensation
Committee.

John F. Anderson, Manager of his own investmengg 86. Mr. Anderson has been a director of the Gomgince 2003 and currently
serves as a member of the Executive CommitteetenBénsion Committee.

Recommendation of the Board of Directors
Your Board of Directors recommends a vote “FOR” theelection of the director nominees.

PROPOSAL NO. 2: RATIFICATION OF DELOITTE & TOUCHELP AS THE COMPANY’S INDEPENDENT REGISTERED PUBLIC
ACCOUNTING FIRM FOR FISCAL YEAR 2009

The Audit Committee has selected the firm Dela8tt€ouche LLP as our Independent Registered Pubticofinting Firm to audit the
Company’s books and accounts for the fiscal yedingnDecember 31, 2009. Deloitte & Touche LLP sdras our Independent Registered
Public Accounting Firm for the fiscal year endedcBaber 31, 2008. While the Audit Committee is reside for the appointment,
compensation, retention, termination and oversighihe Independent Registered Public AccountingiFime are requesting, as a matter of
good corporate governance, that the stockholdéfg the appointment of Deloitte & Touche LLP asrquincipal Independent Registered
Public Accounting Firm. If the stockholders failratify the selection, the Audit Committee will mtsider whether to retain Deloitte &
Touche LLP and may retain that firm or another withre-submitting the matter to our stockholdergerkif the appointment is ratified, the
Audit Committee may, in its discretion, direct @ggpointment of a different Independent Registendnli® Accounting Firm at anytime duril
the year if it determines that such change woulthlike Company’s best interests and in the béstésts of our stockholders.

Deloitte & Touche’s representative will be presanthe Annual Meeting and will have an opportunitynake a statement, if they so
desire, as well as to respond to appropriate questisked by our stockholders.

Recommendation of the Board of Directors

Your Board of Directors recommends a vote “FOR” raification of the selection of Deloitte & Touche LLPas the Company’s
Independent Registered Public Accounting Firm for 209.

AUDIT COMMITTEE

Report of the Audit Committee

The Audit Committee assists the Board in overseeiagers relating to the accounting and finan@gbrting practices of the Compal
the adequacy of its internal controls and the ¢yalnd integrity of its financial statements. Thedt Committee’s functions include making
recommendations concerning the engagement of imdieppé auditors, reviewing with the independent &uigithe plan and results of the
auditing engagement, reviewing the scope and estithe Company’s procedures for internal audjtiegiewing professional services
provided by the independent auditors, reviewingitidependence of the independent auditors, consgldre range of audit and non-audit
fees and reviewing the adequacy of the Companyesrial accounting controls. As set forth in the A@bmmittee Charter, management of
the Company is responsible for the preparatiorsgrgtion and integrity of the Company’s finanstatements, internal controls and for the
procedures designed to assure compliance with atiogustandards and applicable laws and regulatibins independent auditors, Deloitte
Touche LLP, are responsible for auditing both tleen@any’s financial
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statements and internal controls over financiabriégpg in accordance with the auditing standardshefPublic Company Accounting
Oversight Board (United States).

In performing its oversight function, the Audit Conittee reviewed and discussed with managementranohtiependent auditors the
Company'’s interim financial statements as wellees@ompany’s annual financial statements and thepiendent auditor’'s examination and
report on the Compang‘annual financial statements. The Audit Commitize discussed with the independent auditors theermatquired t
be discussed by generally accepted auditing stdadmcluding those described in Statement of AngliStandards No. 61, as amended,
“Communication with Audit Committees,” as currenityeffect. The Audit Committee reviewed and disagsthe Company’s compliance
with Section 404 of the Sarbanes-Oxley Act of 2002luding the Public Company Accounting OversiBoerd’'s (PCAOB) Auditing
Standard No. 2 regarding the audit of internal c@raver financial reporting. The Audit Committeashalso received the written disclosures
and the letter from the independent auditors reqiiry Independence Standards Board Standard Nimdependence Discussions with Au
Committees.” The Audit Committee also discussedh Wit auditors any relationships that may impaeir thbjectivity and independence and
satisfied itself as to the auditors’ independefit® Company annually reviews any relationship betwmanagement and all directors and its
independent registered public accounting firm andews any issues with outside counsel. In 2008 gthvere no outside relationships
existing between management and all directors lam@€bmpany’s independent registered public accogffitim.

The Audit Committee reviewed the Company’s audftedncial statements and internal control overriial reporting for the year
ended December 31, 2008, and discussed them withgeaent and the independent auditors. Based afdhementioned review and
discussions, the Audit Committee recommended tBteard of Directors that the Company’s auditedriial statements be included in its
Annual Report on Form 10-K for the fiscal year eshdde=cember 31, 2008, for filing with the Securittesl Exchange Commission.

The Audit Committee has considered whether theigiav of non-audit services by the Company’s indejemt auditors is compatible
with maintaining auditor independence and concluaedonflict existed.

The Audit Committee’s policy is that the committel pre-approve all audit services and permitted+audit services to be performed
for the Company by its independent auditors. Thdi@ommittee may delegate authority to pre-appraweit services, other than the audit
of the Company’s annual financial statements, ardhjited non-audit services to one or more Audin@uttee members, provided that the
decisions made pursuant to this delegated authouitst be presented to the full Audit Committegsahiext scheduled meeting. The Audit
Committee has adopted procedures for the pre-appodservices by the Company’s independent audiioe Audit Committee will, on an
annual basis, retain the independent audit firmmeeapprove the scope of all audit services aedifipd audit-related services. The Chair of
the Audit Committee or the full Audit Committee npse-approve the firns' review of any registration statements contaimnmcorporating
by reference the firm’s audit report and the priavisof any related consent and the preparationdatidery of any comfort letters. Any
permitted non-audit services must be pre-approyeeither the Chair or the full Audit Committee.flacal years 2008 and 2007, 100 percent
of the services provided to the Company by thepedéent auditors were pre-approved in compliantie thie policies described above. The
Audit Committee has selected Deloitte & Touche ldshts independent auditor for 2009. Deloitte & @loel LLP, independent registered
public accounting firm, audited the Company’s cdiasded financial statements and internal contosier financial reporting for the fiscal
year ended December 31, 2008, and have advisddotimpany that it will have a representative at treeyM, 2009, Annual Meeting 1
Shareholders who will be available to respond forapriate questions. Such representative will benfited to make a statement if they de
to do so.

This report of the Audit Committee shall not be med “soliciting material,” or to be “filed” with # Securities and Exchange
Commission or subject to Regulation 14A or 14Cherltabilities of Section 18 of the Securities Eampbe Act of 1934 (the “Exchange Act”),
except to the extent that the Company specifically



requests that the information be treated as siolicinaterial or specifically incorporates it byaefnce into a document filed under the
Securities Act of 1933 or the Exchange Act.

The following members of the Audit Committee hawedivered the foregoing report:

John H. Lollar, Chairman
S. V. Baer

B. H. O'Neal

J. T. Jongebloed

Independent Public Accountants

Aggregate fees incurred by the Company for thesyeaded December 31, 2008 and 2007, for servigéarped by the Company’s
principal accounting firm, Deloitte & Touche LLM& member firms of Deloitte Touche Tohmatsu, amit tlespective affiliates (collectivel
the “Deloitte Entities”):

2008 2007
Audit Fees? 976,90: 917,04
Audit-Related Fee® 0 0
Subtotal Audit and Audit Relate 976,90: 917,04
Tax Feedd 0 0
All Other Fees 0 0
Total Fees 976,90: 917,04

(@) Includes fees billed and expected to be biitedhe audit of the Company’s annual financiatesteents and internal control over
financial reporting, reviews of the Compi{s quarterly financial statements, and foreign sbayuaudits.

(b) Includes fees for the audits of the Companyipleyee benefit plans and consultation on certaianicial accounting and reporting
matters.

(c) Includes tax compliance fees for assistanch feideral, state and foreign income tax returnsamtits, and various tax planning and
consultation matter:

The fees incurred by the Company with respectdependent auditors during 2008 and 2007 contaironeulting-related work.

COMPANY INFORMATION

INFORMATION ABOUT CURRENT AND CONTINUING DIRECTORS

Name Position with the Company Age Director Since
Douglas V. Smitt Director, Chairman of the Boa 66 199:
John F. Anderson Director 66 200¢
Suzanne V. Baer Director 61 200t
John F. Glick Director, President and Chief Executive Offi 56 2007
Simon W. Henderson* Director 75 1971
J. T. Jongebload Director 67 200z
John H. Lollar* Director 70 1997
Bob H. C'Neal* Director 74 1992
H. J. Trout* Director 64 198(
Thomas E. Wiener Director 68 1987

* Indicates independence, as independence is defirfedthange Act Rule 1C-3(b)(1) and NASDAQ Marketplace Rule 4200(a)(1
t Mr. S.W. Henderson will retire from the Comp/’'s Board of Directors effective at the time of tl#2 Annual Meeting of Shareholde
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Information about Mr. Smith and Mr. Anderson carfdnend above under “Nominees for Director” as CldkBirectors whose term of
office, if elected, will continue after the meetiagd expire in 2012.

The Class | Directors, whose term of office wilpé&e in 2010, and certain additional informatiorttwiespect to each of them, are as
follows:

John H. Lollar, Managing Partner of Newgulf Explima, L.P. since 1996. Age 70. Mr. Lollar was follm&hairman, President and
Chief Executive Officer of Cabot Oil and Gas Coigdan. He is a director of Plains Exploration amddiction Company, Inc. He became a
director of the Company in 1997 and currently sea® Chairman of the Audit Committee and as a mewpftibe Compensation Committee.

Bob H. O’Neal, formerly President of Stewart & Stagon Services, Inc. Age 74. Mr. O’'Neal becameecthr in 1992 and currently
serves as Chairman of the Compensation Commiti@sia member of the Nominating/Governance Comengttel Audit Committee.

Thomas E. Wiener, Attorney at law since 1968. A§eMr. Wiener became a director of the Companyd87land currently serves on
the Executive Committee, Nominating/Governance Cdtemand the Pension Committee.

John F. Glick, President and Chief Executive Officethe Company. Age 56. Mr. Glick was electedetiixecutive Officer by the
Board of Directors effective March 1, 2008. He atsiorently serves as President of the Company tefeedugust 2, 2007. He was also
elected as a director in November of 2007. Pridrisocurrent position, Mr. Glick was Vice Presidantd General Manager of Lufkin’s
Oilfield Division from April 2007 until August 20Qhe also held the position of Vice President aed&al Manager of Lufkin’'s Power
Transmission Division from September 1994 until ihpOO07.

The Class Il Directors, whose term of office wikpére in 2011, and certain additional informatioitharespect to each of them, are as
follows:

H. J. Trout, Jr., Manager of his own investmentge 4. Mr. Trout has been a director of the Comsange 1980 and serves as
Chairman of the Pension Committee and as a menihke &xecutive Committee and the Nominating/Goaene Committee.

J. T. Jongebloed, formerly Chairman, President §eCxecutive Officer of Pool Energy Services, Ifrom 1978 to 1999. Age 67. He
became a director of the Company in 2002 and serv&hairman of the Nominating/Governance Commatekas a member of the Audit
Committee and the Compensation Committee.

Suzanne V. Baer, formerly Executive Vice Presigerd Chief Financial Officer of Energy Partners Llitdm 2001 to 2005. Age 61.
Ms. Baer also serves as a board member of Her@ifskore, Inc. She became a director of the Compa@p05 and currently serves as a
member of the Audit and Pension Committees.

Board Committees
Executive Committee

The Board of Directors has a standing Executive @dtae. The Executive Committee is comprised of 8igsD. V. Smith, Chairman,
J. F. Anderson, S. W. Henderson, lll, H. J. Trdutand T. E. Wiener. The purpose of this commitde advise management during inten
between Board meetings.

Audit Committee

The Board of Directors has a separately-designatetit Committee established in accordance withisacd(a)(58)(A) of the Exchange
Act. The Audit Committee is currently comprised\ééssrs. J. H. Lollar, Chairman,
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B. H. O’Neal, J. T. Jongebloed and Ms. S. V. Ba&e Board of Directors has determined that J. HlaL,0S. V. Baer, B. H. O'Neal and J. T.
Jongebloed are “audit committee financial expeststiefined by the Securities and Exchange Commisklessrs. J. H. Lollar, B.H. O’'Neal
and J. T. Jongebloed, in addition to serving agefdxecutive Officers of major corporations andamgations, have had financial education
and training. Ms. S. V. Baer has served in sevaglorate executive positions including Chief FiciahOfficer and Treasurer positions. All
the members of the Audit Committee are indepen@Enindependence is defined in Exchange Act Ruke3([®)(1), as well as the
independence requirements of NASDAQ MarketplaceeR@00(a)(15)). The Audit Committee has a writtearter adopted by the Board. It
is available on the Company’s website at www.lufinm. The charter requires the Committee to reassekseport to the Board on the
adequacy of the charter on an annual basis.

The Audit Committee is, among other things, resjimador:
. appointing, replacing, compensating and oversetsiagvork of the independent audit

. reviewing the services proposed by the indepenaladitor for the coming year and approving in adeaalt audit, audit-related,
tax and permissible n-audit services to be performed by the independsaditar;

. separately meeting with the independent auditbesjriternal auditors and management with respetietstatus and results of
their activities;

. reviewing with the chief executive officer, the ehfinancial officer, and the general counsel tleenPany’s disclosure controls
and procedures and manager’s conclusions about the efficacy of such disclosordrols and procedure

. reviewing, approving and discussing with managereadtthe independent auditors the annual and glydfiteancial statements,
the annual report to stockholders, and the For-K; and

. reviewing earnings, press releases, as well andiabinformation and earnings guidance providedralysts and rating agenci

The Audit Committee has the authority to inveseégany matter brought to its attention with full @ss to all books, records, facilities
and personnel of the Company, and to retain outsid, accounting or other consultants.

Compensation Committee

The Board of Directors has a standing Compens&mmnmittee which is currently comprised of MessrsHBO’Neal, Chairman, S. W.
Henderson, lll, J. T. Jongebloed and J. H. Lolldie Compensation Committee is composed solelyretttirs who satisfy all criteria for
independence under applicable law and NASDAQ Matkee Rule 4200(a)(15) and who, in the opiniorhefBoard, are free of any
relationship that would interfere with their exaeiof independent judgment as members of the Cdeenit

This Committee is, among other things, respondiate

. making recommendations to the Board and to thedsoafrsubsidiaries on all matters of policy andcpaures relating to execut
compensation

. establishing the chief executive officer's compeiasalevel based on the Board’s performance evalnaif the chief executive
officer;

. approving the compensation of the other executifieans, and reviewing the succession plan relatingositions held by the ott
executive officers

. recommending to the Board and administering theritice compensation plans and ec-based plans of the Company; ¢
. reviewing and recommending the amount and meth@dwipensation for members of the Bos
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The Charter of the Compensation Committee is abvigilan the Company’s website_at www.lufkin.com

Pension Committee

The Board of Directors has a standing Pension CateeiThe Pension Committee is currently comprefddessrs. H. J. Trout, Jr.,
Chairman, J. F. Anderson, T. E. Wiener, and M&/.Baer. The purpose of this committee’s respolisés is to review the performance and
administration of the Company’s Pension Plan.

This Committee is, among other things, respondiate

reviewing the quarterly results of the Pension Baestments
reviewing the quarterly investment allocatio

receiving a quarterly overview by the Plan Adviebfund performance and any recommendations fagrativestment
opportunities

providing to the Plan Advisor any investment ooedition modifications to meet investment goalsanply with the investment
policy;

insuring compliance with all applicable laws anduations; anc

reviewing pension benefits provided by the Compi

Nominating/Governance Committee

The Board of Directors has a standing Nominating&eance Committee. The Nominating/Governance Cataenis comprised of
Messrs. J. T. Jongebloed, Chairman, B. H. O’NealySHenderson, Ill, H. J. Trout, Jr., and T. E&nér. The Nominating/Governance
Committee is composed solely of “independent dinettas defined in NASDAQ Marketplace Rule 420018)( The Committee’s primary
purpose is to discharge the Board’s responsibiditgted to public policy matters, the developmertt enplementation of a set of corporate
governance principles, the identification of indivals qualified to become board members and theweof the qualifications and makes of
the Board membership.

The Committee is, among other things, responsite f

reviewing and making recommendations to the Boartterning the appropriate size and compositiom@Board, including
candidates for election or re-election as directibws criteria to be used for the selection of ddaugs for election as directors, the
appropriate skills and characteristics requireBadrd members in the context of the current makefupe Board, the
composition and functions of the Board committeesl all matters relating to the development anelctiffe functioning of the
Board;

considering and recruiting candidates to fill piosis on the Boarc
considering nominees recommended by stockholdersldation as director:

reviewing and making recommendations to the Bo&ehoh Board committee’s membership and committedrgersons
including, without limitation, a determination ohether one or more Audit Committee members qualiéie an “audit committee
financial expel” in accordance with applicable la

assessing and recommending overall corporate ganeenpractice:
establishing the process and administering theuatiah of the Boarc

reviewing public issues identified by managemermt #fi'e Company’s efforts in addressing these puddiges through research,
analysis, lobbying efforts and participation in imess and government prograr
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. reviewing and approving codes of conduct applicabldirectors, officers and employees; i
. reviewing the Compar's policy statement on stockhold' rights plans and reporting any recommendationkédard

The charter of the Nominating/Governance Commite®vailable to shareholders_at www.lufkin.com

Directors’ Meetings and Compensation

During 2008, the Audit Committee had five meetirtgg, Compensation Committee had three meetingEtbeutive Committee had
five meetings, the Pension Committee had four mgstithe Nominating/Governance Committee had oretingeand the Board of Directors
had five meetings. During 2008, each continuing imenof the Board of Directors attended 75% or nufréne meetings of the Board of
Directors and the committees of which he/she waember. As required by NASDAQ Marketplace Rules,@mmpany’s independent
directors have regularly scheduled executive sessio

During 2008, in addition to the $32,000 annualiresg directors received $1,500 for each meetinghefBoard of Directors and $1,500
for each committee meeting that they attended thighexception of Audit Committee meetings, whicidmirectors $2,000 for each meeting.
In 2008, the Audit Committee Chairman receivedtainer of $5,000, the Compensation Committee Cheairneceived a retainer of $3,000,
and the Pension Committee and Nominating/Govern@ocemittee Chairmen each received a retainer &Q®1,In addition, each director
receives a 10,000 share stock option grant ondteeaf his election to the Board of Directors argtant of options to purchase 2,000 shares
each year thereafter as long as he or she contoruti®e Board. Director compensation was amend#éukilNovember 2008 Compensation
Committee meeting. Effective January 1, 2009, diimescwill receive an annual retainer of $36,000adkition, the Audit Committee
Chairman will receive a retainer of $12,000, therpensation Committee Chairman will receive a retaof $8,000, and the Pension
Committee and Nominating/Governance Committee @haireach received a retainer of $4,000. All otheeting fees remain the same.

Director Attendance at Company Annual Meetings

It is the policy of the Company’s Board of Directdhat directors are strongly encouraged to attdirmhnual shareholder meetings. In
2008, all directors attended the annual meetirghafeholders.

Code of Ethics for Senior Financial Officers of theCompany

For years, the Company has had policies regaraingjicts of interest and securities law compliaritke Company has adopted a Code
of Ethics for Senior Financial Officers of the Cammy that reflects these longstanding policies andains additional policy initiatives. The
Company requires all its senior financial officergluding the Company’s principal executive officprincipal financial officer and principal
accounting officer, to adhere to the Code of EtfacsSenior Financial Officers of the Company irdegbsing the legal and ethical issues
encountered in conducting their work. The Codetbfds for Senior Financial Officers of the Compaayuires that senior financial officers
avoid conflicts of interest, comply with securitiesvs and other legal requirements and conduchbkssiin an honest and ethical manner. The
Company conveys to its senior financial officerghbiheir obligations and responsibilities under #ralimportance of the Code of Ethics for
Senior Financial Officers of the Company.

The Company has established procedures for reggirétaining and treating complaints received reigaraccounting, internal
accounting controls or auditing matters and fordbefidential and anonymous submission by emplopéesncerns regarding questionable
accounting or auditing matters. The Company hasadepted a written Code of Conduct that is appleto all employees of the Company,
including the Senior Financial Officers, and alt&itors. The Company has made available to stodkh®the Code of Ethics for Senior
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Financial Officers of the Company and the Code @fidiict on its website at www.lufkin.coom a copy can be obtained by writing to the
Company Secretary, P.O. Box 849, Lufkin, Texas 252y amendment to, or waiver from, the Code dfié& for Senior Financial Officers
of the Company or the Code of Conduct will be diseld in a current report on Form 8-K within fousimess days of such amendment or
waiver as required by the NASDAQ Marketplace Rules.

Shareholder Communications with the Board
Any shareholder wishing to communicate with the iBlaaf Directors may do so by writing to the Boafdirectors at the Company’s

principal address of P.O. Box 849, Lufkin, Texa80A. Any shareholder communication so addressddssiclearly of a marketing nature,
will be delivered unopened to the director to whibis addressed or to the Chairman of the Boaedidressed to the Board of Directors.
INFORMATION ABOUT CURRENT EXECUTIVE OFFICERS
The following information is submitted with respéotthe executive officers of the Company:

Executive Officer

Name Position with Company Age Since
J. F. Glick President & Chief Executive Offici 56 1994
C. L. Boone Vice President/Treasurer/Chief Financial Offi 40 200¢
S. H. Semlinge Vice Presider—Manufacturing Technolog 55 1991
P. G. Pere. Vice President/General Counsel & Secre! 63 199¢
T.L. Orr Vice Presider—Power Transmissio 63 2007
M. E. Crews Vice Presider—-OQilfield 52 200¢

There is no significant family relationship eith®r blood, marriage or adoption among the directdirector nominees or executive
officers of the Company.

All of the executive officers of the Company, witie exception of Mr. Boone, Mr. Orr and Mr. Crelwaye been employed by the
Company for more than five years in the same oil@imositions. Effective March 1, 2008, Mr. Smititired from his position as Chief
Executive Officer, but continues in his positionGlsairman of the Board. Upon Mr. Smith’s retiremevit. Glick was appointed as Chief
Executive Officer. Effective April 30, 2008, Mr. kke retired from his position as Vice Presiderg@surer/Chief Financial Officer. Upon
Mr. Leslie’s retirement, Mr. Boone was appointed/ase President/Treasurer/Chief Financial Offiddr. Boone has been employed by the
Company since January 1993. Prior to becoming Riesident/Treasurer/Chief Financial Officer, Mr.aBe served as Corporate Controller.
Mr. Orr has been employed by the Company since 8ug@i76. Prior to becoming the Company’s Vice Piers of the Power Transmission
Division, Mr. Orr served as the Company’s DireatbSales and Marketing for the Power Transmissiasision from December 1996 until
September 2007. Mr. Crews has been employed bgadhgany since January 2008. Prior to joining then@any, Mr. Crews was employed
by Cameron International Corporation in Houstorxd as Vice President, Technology. The execuffieeos of the Company serve at the
request of the Board of Directors of the Comparhe Term of office for all executive officers exprat the next annual meeting of the Board
of Directors of the Company.
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EXECUTIVE COMPENSATION

Compensation Discussion and Analysis

Objective. Our senior management compensation objective psdvide a market competitive package that witlaat and retain
experienced professionals. In 2008, the compenmsatckage for our executive officers included aelsedary, an annual variable cash award
and a long-term equity component. Our view is Huath a package is customary for a manufacturingutixe, as it provides a market
competitive salary and also aligns the executiee@nomic interest with that of our shareholdersti@rmore, the three part executive
compensation package forms the foundation of apeicis/e executives job offer. It relates the vaue level of responsibility of the position
at Lufkin Industries. The three part package algma with market measurements for comparable ekexsi

Compensation Rational@he total compensation of our executive officerdatermined by taking into account the followingomnal:
(1) the prevailing market for comparable positiqi23,our financial results and (3) an assessmeanaxecutive’'s impact on those results by
the Committee in order to supplement and balanestédttistical elements of compensation. These #lerents play important roles in the
interpretation of compensation data and assessmfi@mdividual performance. Each member of the Cottariconsiders these elements du
their deliberations. There is no specifically assigj weight placed on these elements in order taighegdhe Committee with maximum
flexibility to appropriately evaluate value, penfence and cost.

The first point of reference is the determinatiéthe prevailing market for comparable positionkislresponsibility is placed on
Frederic W. Cook & Co. which was retained by ther@dttee to provide relevant compensation infornratiod to provide recommendations
as requested. A peer group of energy and manufagtoompanies was established in order for the Wtarst to determine the market. Once
the market data was established the consultanablaso determine the Company’s position relativéhe peer group. From the Company’s
position in the peer group the consultant recomradratijustments that would place executives at tragany’s 50" percentile target. The
Committee weighs the consultant’'s recommendationgaivith the other two reference points that itizes.

The Company'’s financial results for 2008 is theosecpoint of reference used by the Committee. Btebdished Corporate Net
Earnings target for the year was $76.1 million. 2688 Power Transmission Division and Qilfield Biein net operating income targets w
$37.8 million and $101.1 million, respectively. Bdsupon the Company’s net earnings of $92.0 millemCommittee easily determined that
corporate performance was 121% above target. Siyniilfield exceeded its target by 136% and PoWweamsmission exceeded its target by
106%.

The third reference point used by the Committebeg assessment of the executive’s impact on catp@nd/or division’s operating
results. This individual assessment is primarilgjsative but the basis for such a judgment is bageah objective results such as a division’s
operating results. Executives with corporate resfiilities are assessed on how they support anddétrtptal operations as well as the
attainment of the corporate operating target. TomRittee interacts personally and receives refits officers on a quarterly basis.
Additionally, the CEO provides feedback to the Cattew on the work product of each officer throughtine year. The utilization of all three
reference points by the Committee forms the ratebahind the compensation decisions affecting @hess.

Review Process Schedul@éhe Committee’s annual compensation review piocalis for review of the CEO’s performance andltot
compensation at its February 2009 meeting. Als@resd at this meeting is the annual variable cashpensation for the other executive
officers. Stock options granted to the CEO at tbkrEary meeting were based upon the Company’s gtock at the end of the day on which
the meeting was held. This meeting has historidadign scheduled for the second Tuesday in February.
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At the November 2008 meeting, the Committee revikthe total compensation for executive officershaf Company and non-
employee members of the Board of Directors. Stqatloas granted at this meeting to officers weresbdagpon the Company’s closing stock
price of $55.27 on the day of the meeting. Stodkoog for directors are granted on the day of threual shareholder’'s meeting which was
held in May 2008. Historically, the November megtia scheduled on the first Tuesday of the month.

Preparation for ReviewIn September 2008, the Committee engaged Fredéricook & Co., Inc. as a compensation consultant t
provide a senior executive compensation analysi2@68. In January 2009, the Committee again erykgederic W. Cook & Co., Inc. to
prepare a CEO compensation market analysis. Theuttant prepared a compensation analysis basedampewaluation of fourteen energy
manufacturing companies with revenues ranging fapproximately $376 million to $1.8 billion. Subseqtly, based on the revenues and
markets of the identified companies, the consuitaetieved that both reports reflected an appraprisarket sample for Lufkin’'s CEO and
senior management executives. The peer group anelgtionship of Lufkin Industries, Inc. to thabgp are illustrated as follows:

Competitive Comparisons
Peer Group Rankings

Competitive comparisons are made to fourteen comapdhat are competitors for labor and/or cap#at] are of broadly similar size as
measured by revenues.

This group is the same as that used last year foxecutive pay and performance comparisons.

Latest Available Four Quarters ($ millions)

Revenues
Complete Productio $1,77¢€
W-H Energy Service $1,22¢
Global Industrie: $1,08¢
Basis Energy Service $ 98t
RPC $ 83t
Parker Drilling $ 79¢
Robbins & Myers $ 787
Matrix Services $ 77€
ION Geophysica $ 74¢
Newpark Resource $ 744
Lufkin $ 66¢
Allis-Chalmers Energ $ 63€
NATCO Group $ 62¢
Dril-Quip $ 54C
Carbo Ceramic $ 37€

Source: Standard & Poor’s Compustat.

Named Executive OfficerBor the fiscal year ending December 31, 2008, thva@any’s named executive officers included:
. Mr. Douglas V. Smith, who served as the Comj's Chief Executive Officer until March 1, 20C

. Mr. John F. Glick, who served as the Company’siBess throughout fiscal year 2008 and was electetth@ Company’s Chief
Executive Officer effective March 1, 20C
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. Mr. Robert D. Leslie, who served the Company asca Yresident and as Treasurer and Chief Fina®éfader until May 7, 2008

. Mr. Christopher L. Boone, who was elected as thmm@any’s Vice President/Treasurer and Chief Finar@fficer on May 7,
2008;

. Mr. Paul G. Perez, who served the Company as aPRfiesident and as Secretary and General Counselgtihout fiscal year 200:
. Mr. Scott Semlinger, who served the Company asca President throughout fiscal year 2008;
. Mr. Terry L. Orr, who was elected as a Vice Presidd the Company effective September 5, 2(

Base PayThe Committee believes that base pay is the conmdhat provides the foundation for the total comgation package. Our
success in recruiting and retaining senior exeestim our industry is partly attributed to targgtimse pay to the 3Qpercentile of our mark
benchmark. Although the Committee examines the etatita of the peer group, the extensive busingsience of the individual members
provides them with the judgment to evaluate andstdin individual's base pay to reflect their parfance. After reviewing the available
market data, financial performance and individwaf@rmance, the Committee determined at the Fep2@09 meeting to increase
Mr. Glick’s base compensation by 4.0%. At the Nobem2008 meeting, Mr. Boone’s (CFO) base was irsgeédy 13.6%, Mr. Orr's (VP)
base was increased by 10.53%, Mr. Semlinger’'s pa8¢ was increased by 4.65% and Mr. Perez’s (Qebeumsel) base was increased
6.25%. Mr. Glick’s base increase was related tghisnotion to Chief Executive Officer effective Marl, 2008. The base rate increases for
Meﬁsrs. Boolne, Orr, Semlinger and Perez were tetatthe Committee’s intent of keeping these posgicompetitive with the peer group’s
50" percentile.

Bonus.The Committee believes that this compensation aisteuld be used to incentivize executives to rapdtexceed their
financial objectives. It also aligns their intesegtith shareholders. When our shareholders arerdadawith increases in their dividends and
the value of their stock, senior managers are gea/bonuses that reflect the level of success. Remmded target levels for the senior
officer’s bonus have also been provided by the Citagais consultant. At the present time the Pradiddarget is 58% of base pay and the
Vice Presidents’ target is 50% of base pay. The @ittee believes these individuals could attaintttrget bonus with satisfactory
performance, attainment of personal objectivesaanthjor contribution to the Company’s financialules The Committee established at its
February meeting that no bonus would be paid t@aeywnless the Compamsyfinancial results exceeded a 9% return on edaitgperationz
earnings. For 2008, the Committee reviewed theaijoers budget that had been approved and deterrttiaéd target of net after tax income
of $76,100,000 would not only challenge Mr. Gliakdathe other officers but it would exceed the pasiyear’s record earnings of $74.2
million. A bonus threshold was established at 8G%he target or $60,880,000 net after tax inconfe faximum bonus target was
established at 125% of the target or $95,125,00@fter tax income for the year.

Equity CompensatiorEquity compensation grants of nonqualified stockams pursuant to the Lufkin Industries, Inc. Intbea Stock
Compensation Plan 2000 have historically been timgoy form of equity compensation awarded by tloentittee. The Committee is aware
of the increased use of other forms of equity camsption. Market data reveals that restricted stpakts have gained in their acceptance.
This Committee believes that shareholders aredsesed through the use of nonqualified stock ogtimecause the executives benefit under
this form of equity compensation only after theueabf the Company’s stock is increased beyond ptierts’ grant price. The Committee
reviews this philosophy annually and believes tmmhpetitive compensation through nonqualified stogtions still serves the best interests
of the shareholders. The Committee’s process faaraening the number of stock options for each etige begins with a review of the peer
group’s methods of delivery of equity to executiv@s stated previously, the Committee believes nafified options are best suited for the
Company. Share dilution is then examined to deteerhufkin’s place in the peer group and the annualrate within this group. In both
comparisons Lufkin’s position is well within thegrebenchmarks. The Committee then reviews the Bblter value transfer calculation and
stock
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option recommendations of the consultant. The fieebmmendation reviewed by the Committee is subohiby the CEO who weighs each
officer's experience, level of responsibility and his sctde value for teamwork and other contributionsaod annual results. Based on tr
factors, the Committee approved stock options graméxecutives in the amounts reported in thisyro

CEO Compensation AnalysiBaking into consideration the three elements deedrabove at its February 2009 meeting, the coioclus
reached by the Committee was that Mr. Glick’s lesli@ and business judgment were a significanbfaotmaking 2008 a record year for
financial performance for the Company, which exegkthe parameters that were established in thetthugiget. After reviewing and
evaluating the peer group compensation data, tmen@ttee then used its knowledge and understanditizepccompany’s business results and
the contribution they believed Mr. Glick made tod/iéine attainment of those results. As a resultChmmittee determined that Mr. Glick’s
total direct cash compensation package for 20088&gk31,077. This compensation package containgel &lary payments totaling
$473,077 and a cash performance bonus of $708T0@Committee believed that the CEO'’s total caghpensation for 2008 would place
him between the 50and 75" percentile of the Company’s peer group. The congsain the peer group used for comparison were pifyna
matched for revenue, product mix, markets, andnassi units. The final element of the CEO’s 2008 mamsation package was the award of
37,500 stock options with an exercise price of $95.The option grant price for the CEO was detewediby the stock’s closing price of
$55.39 on the day of the Committee’s February 20@8ting. The total CEO compensation for 2008 oélsadary, bonus and stock options is
valued at $1,901,827. This amount places Mr. Glitc&tal compensation between the™#hd 75 percentile in our peer group. Also,
considered by the Committee was the CEO’s sucdessfiior management transition that he led durimglatile and changing market
environment. The Committee concluded that thid tetes appropriate given the Company’s results and®lck’s contribution in the
attainment of the Company’s results.

At its February 2009 meeting the Committee revietedconsultant's CEO compensation analysis an€tmepany’s internal salary
plan. The Committee determined that Mr. Glick’séaalary should be raised to $520,000 effectiveaignl, 2009. Additionally, the
Committee granted Mr. Glick a stock option awar@5f000 stock options with a grant price of $36T2s award has a value of $460,600.
The stock option grant value was determined bystbek’s closing price on the day of the Committdegbruary 2009 meeting.

* The value of this award is $720,750.

Officer CompensatiornThe review of officer compensation also contairesttiree elements used in the CEO analysis. Howtheer,
Committee also requests a compensation recommendadim the CEO and a supporting performance expiam. The consultant's market
data comparison is closely reviewed and evalu&gdmples of criteria used to measure officers nasite for business units are revenue
income and bookings. Officers with corporate resjulities are measured based on total corporageading results along with individual
financial and administrative objectives. Examplésarporate officer objectives are the CFO’s actsuaceivable collection, cash
management and maintenance of all financial systB@gresenting the Company in all legal mattergotiating labor agreements and
responsibility for all human resource functions mxaor parts of the General Counsel’s role. Thenfietogy executive is responsible for the
Company’s capital purchasing and for the implentgriaof strategic plans. The CEO’s recommendatiomampensation is discussed by the
Committee in relation to the peer group market di Company’s financial results and the Commtesn evaluation of an individual
officer's performance. At the February 2009 meetimg Committee utilized the CEO’s recommendatiosh isiown rational to award cash
bonuses to the named executive officers.

At the November 2008 meeting, the Committee revikthe market data provided by its consultant aeddBO recommendations and
made the following adjustments to base pay andaeebliong-term incentive grants of non-qualifiecdcktoptions. Historically the Committee
has relied on consultants to determine the numbstook option grants for senior executives. In2dBe Committee elected to grant options
to senior executives in order to reflect the exicegal business results and to incentivize the etkeesito focus on shareholder value.

15



These grants are consistent with the Committedisflibat the executive only benefits if the shanleler is rewarded with an increase in the
value of their shares.

Name From To Options Granted Grant Price
C. L. Boone $190,00C $215,00C 8,000 $ 55.27
T. L. Orr $190,00C $210,00C 9,000 $ 55.27
P. G. Pere: $240,00C $255,00C 8,000 $ 55.27
S. H. Semlinge $215,00C $225,00C 8,000 $ 55.27

Severance BenefitSeverance benefits for senior management refledaitt that it may be difficult for senior execwsvto find
comparable employment within a short period of teme are designed to separate the company frofiortimer employee as soon as
practicable. Each of our named executive officgs party to an employment agreement which proviiesontinued salary and benefits
under certain conditions.

Where the termination is without “cause” or the émgpe terminates employment for “good reason,”sauerance plan provides for
benefits of (i) two to three years of base salamy previous year’s bonus for the CEO and (ii) anento years of base salary and bonus for
other executive officers. The Company also consriuealth and other insurance benefits for the gmried. The Company also accelerates
the vesting of equity compensation. In additioterainated employee is entitled to receive any fiesnat he otherwise would have been
entitled to receive under our 401(k) plan, pengitam and supplemental retirement plan, althoughdhmenefits are not increased or
accelerated. When an employee is entitled to seeerbenefits under traditional severance provisamschange-in-control provisions as
discussed under the heading “Change-in-Control §iighe receives the larger of the two amounts.

Based upon a hypothetical termination date of Déxeer31, 2008, the severance benefits for the Rrah&ixecutive Officer (PEO),
Principal Financial Officer (PFO) and the three tughly compensated executive officers of the Campwould have been as follows:

Healthcare and
Other Insurance

Name* Base Salary ($ Bonus Benefits ($) F?:;rig):t Total ($)
J. F. Glick 1,419,23. 951,00( 116,39! 277,67t 2,764,30:
C. L. Booneé? — — — — —
P. G. Pere 383,65¢ 411,42¢ 38,07 40,507 873,66«
S. H. Semlinge 342,85 257,14 32,72: 24,26t 656,98
T.L. Orr® — — — — —
* Upon the retirement of Mr. Smith and Mr. Leslibere were no severance payments made duringsited fiear ending

December 31, 200!

(1) Mr. Boone and Mr. Orr do not have an employnagreement with the Company. They both have a eamgontrol
agreement with the Compar

Retirement PlansThe Company maintains a noncontributory definedefit pension plan covering substantially all Ub&sed
employees, including its executive officers. Then(any’s Retirement Plan for Employees (the “QuadifPlan”) is a defined benefit plan,
qualified under Section 401 of the Internal Reve@Goee (the “Code”), which provides benefits base@o employee’s years of service and
covered compensation. The benefits are based aavdrage of the highest five consecutive yearoeéied compensation received during
the last ten years of service. “Covered compensatonsists of Salary and Bonus. Benefits are edtiohon straight-life annuity
computations and reflect offsets for primary So8aturity benefits. Under the Code, the maximurmuahamount of compensation that can
be awarded/paid by a tax-qualified plan is $220,80@ject to annual adjustments. In addition, tbdedimits the maximum aggregate
amount of benefits that may be paid under suclama. plccordingly, the Company has adopted an unfiinaenqualified pension plan (“the
Pension Restoration Plartt provide supplemental retirement benefits to cedexecutives. The Pension Restoration Plan hdsdfased o
the same benefit formula for the Qualified Planeptdhat it does not limit the amount
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of a participant’s annual compensation or maximggregate benefit. The Company also maintains aitiaalal nonqualified plan (“the
SERP?”) for Mr. Smith that credits him with an adlolital 0.5 years of service for each year of serereglited to him under the Qualified Plan.
The benefits calculated under the Pension Restor&iian and the SERP are offset by the participdghefit payable under the Qualified
Plan. Payment of the specified retirement bengfitontingent upon continuation of the plans irirtheesent form until the employee retires.
Directors who are not, or who have not been, engdeyof the Company are not entitled to benefiteutite plans. The years of credited
service for our named executive officers are: Mick; 14 years; Mr. Perez, 14 years; Mr. Booneyé&érs and Mr. Orr, 32 years.

Change-in-Control Our senior management and other employees hdipeslop Lufkin Industries, Inc. into the successfderprise it
is today and continue to provide leadership, andb@leve that it is important to protect them ie #twent of a change-in-control. Further, it is
our belief that the interests of stockholders Wélbest served if the interests of our senior mamagt are aligned with them, and providing
change in control benefits should eliminate, deast reduce, the reluctance of senior managergnirsue potential change in control
transactions that may be in the best interest afedtolders. Each of our named executive officepaity to a severance agreement pursua
which they are entitled certain pay and benefidenrcertain conditions. The cash components oftaapge-in-control benefits are paid
lump-sum and are based upon a multiple of baseysatel maximum bonus as follows:

Multiple
Chief Executive 3 times
Vice Presiden 2 times

In the event of a change-in-control, the Comparlialso continue health and other insurance benédit between two and three years
(corresponding to termination benefits) and immidjavest all equity compensation. In additionmarated employees would be entitled to
receive any benefits that they otherwise would Hzeen entitled to receive under our 401(k) plamsfm plan and supplemental retirement
plan, although those benefits are not increaseatcglerated. The Company believes that these lefblsnefits are consistent with the
general practice among our peers.

Because certain benefits may be subject to thebedc'parachute” tax imposed by the Internal Rexe@ode Section 280G, the
Company has agreed to reimburse the chief execaltidehe officers any taxes imposed as a resghafige-in-control benefits. All change-
in-control benefits are “single trigger,” meanimgt the executive will be entitled to such bendbtlowing a change-in-control even if such
executive is not terminated.

Based upon a hypothetical termination date of Déxer1, 2008, the change in control terminatiorttier Principal Executive Officer
(PEO), Principal Financial Officer (PFO) and theethmost highly compensated executive officerbef@Gompany would have been as
follows:

Fair Market
Healthcare and Value of
Other Accelerated
Insurance Equity Pension Tax Gross
Name Base Salary ($) Bonus Benefits ($) Compensation ($) Payment Up (%) Total ($)
J. F. Glick 1,419,23.  951,00( 116,39! 61,60 559,83 566,05¢ 3,674,111
C. L. Boone 342,00¢ 100,00¢ 27,28¢ 12,00( 38,72,  142,64¢ 662,66
P. G. Pere. 484,61¢  480,00( 38,07 56,80( 485,82 199,69: 1,745,000
S. H. Semlinge 433,07¢  300,00( 32,72 57,60 429,95 178,67( 1,432,02
T. L. Orr 386,15:  183,00( 32,22: 12,00C 262,23¢( 160,28: 1,035,899

For purposes of these benefits, a change in costo#emed to occur, in general, if (a) a sharedradd group of shareholders acquire
20% or more of Lufkin Industries, Inc.’s commonct®r (b) 25% or more of the directors in officere@ot nominated for initial election to
the board of directors by directors who were inceffat the time of their nomination.
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Perquisites and Other Benefitthe Compensation Committee annually reviews thqupsites that senior management receives.
Additionally, the Company is informed by our compation consultants on perquisites provided by gbleer companies. As a result of this
review, the Compensation Committee has reportegdhee of perquisites which exceed the report thokebs

The Company permits the CEO to use the Compantferjgersonal use. As reflected in the Summary Gemsation Table for
Mr. Smith, the cost of this benefit aggregate® £4,201 in 2008. Mr. Smith retired as CEO effectidarch 1, 2008. The Board of Directors
identified Mr. Glick to succeed Mr. Smith as thengimany’s CEO. During 2008, Mr. Glick did not use tbempany’s jet for personal use.
Additionally, the CEO is provided with a $3,0000&#ance for tax preparation service.

COMPENSATION COMMITTEE REPORT

No member of the Committee is a former or currdficer or employee of the Company or any of itssdlaries. The Compensation
Committee has reviewed and discussed with the Coptpananagement the Compensation Discussion antygisancluded in this proxy
statement. Based on that review and discussiorGdingpensation Committee has recommended to thedRdddirectors that the
Compensation Discussion and Analysis be includedigproxy statement.

This report of the Compensation Committee shallo@tieemed “soliciting material,” or to be “filedith the Securities and Exchange
Commission or subject to Regulation 14A or 14Coathe liabilities of Section 18 of the SecuritiescBange Act of 1934 (the “Exchange
Act”), except to the extent that the Company spealify requests that the information be treatedaiiting material or specifically
incorporates it by reference into a document fileder the Securities Act of 1933 or the Exchange Ac

SUBMITTED BY THE COMPENSATION COMMITTEE OF THE LUFW INDUSTRIES, INC. BOARD OF DIRECTORS:

B. H. O’'Neal, Chairman
S. W. Henderson, I

J. H. Lollar

J. T. Jongebloed
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Compensation of Executive Officers

The following table sets forth information with pest to the Principal Executive Officer (PEO), ijpal Financial Officer (PFO) and

the three most highly compensated executive offioéthe Company as of December 31, 2008 (collelstithe “named executive officers).

SUMMARY COMPENSATION TABLE
Fiscal Year-End December 31, 2008

Change in
Pension Value
Non-Equity and
Incentive Plan  Nongqualified
Stock : Deferred Al Other_
Award Option c i c " Compensatior
Salary Bonus wards  pods ompensatior ompensatior
Name And Principal Positior Year _ ($) ®" (%) ®@ (%) Earnings ($) ®® Total ($)
Douglas V. smitH%) 200¢ 129,80¢ — — 621,37! — — 60,66 811,84¢
Chief Executive Office 2007 525,000 700,00( — 1,130,78 — 494,77 82,01¢ 2,932,57.
200€ 475,00 675,00( — 1,050,35 — 714,62: 100,29: 3,015,26:
John F. Glick 200¢ 473,07° 708,00( — 260,77. — 220,22. 8,66 1,670,73.
President an 2007 280,61 317,00( — 128,31! — 91,25( 5,76¢ 822,94!
Chief Executive Office 200¢ 207,30¢ 176,00( — 115,50 — 69,70( 6,152 574,66
Robert D. Leslid® 2008 92,34¢ — — 92,22 — 112,29 3,31 300,17t
Vice President, Treasurer a 2007 223,84t 245,00( — 441,70: — 154,32¢ 6,007 1,070,88:
Chief Financial Office 200€ 198,84t 185,00( — 111,94¢ — 125,98! 4,67% 626,45
Christopher L. Booné’) 200¢ 171,00: 215,00( — 35,20¢ — 27,32 3,97F 452,51
Vice President, Treasurer a
Chief Financial Office
Paul G. Pere 200¢ 242,30¢ 255,00( — 519,41 — 230,88t 4,94t 1,252,55!
Vice President, Secretary a 2007 218,84t 240,00( — 138,19 — 125,46t 4,782 727,29
General Counse 200€ 193,84t 172,00( — 104,03: — 104,29¢ 5,782 579,96(
Scott Semlinge 200¢ 216,53¢ 180,00( — 456,22t — 194,43t 6,18¢ 1,053,38:
Vice Presiden 2007 206,53¢ 150,00( — 134,44! — 618 5,67 497,27¢
200€ 192,30¢ 100,00( — 112,40: — 83,65¢ 6,02¢ 494,38¢
Terry L. orr® 200¢ 193,07° 190,00( — 189,29! — 188,96¢ 6,74 768,08:
Vice Presiden 2007 140,23t 91,50( — 155,01( — 83,74 4,652 475,14:

(1) Annual bonus amounts are earned and accrued diengears indicated, and paid in the first quasfehe following year

(2) Amounts calculated utilizing the provisionsSthtement of Financial Accounting Standards (“SPA$S. 123R, “Share-based
Payments.” See page 32 of the consolidated finbsizitements of the Company’s Annual Report foryihar ended December 31, 2008
regarding assumptions underlying valuation of ggawards

(3) All Other Compensation disclosed for Mr. Smitbludes executive life insurance, tax preparasibowance, country club dues, and the
following:

Incremental Costs for Personal Use of Company Pfane $24,20:
Costs for Personal Use of Company ! $26,78:
(4) The incremental cost of personal cost of peasose of Company aircraft includes the cost @f telated crew hotels and mealsflight

food and beverages, landing and ground handling fzggine restoration costs, hanger or aircrakipgrcosts, fuel costs based on the
average annual cost of fuel per hour flown, an@ofimaller variable costs. Fixed costs that woeldhiburred in any event to operate
Company aircraft (e.g., aircraft purchase costpratBation, maintenance not related to personas tand flight crev
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salaries) are not included. In addition, the inczatal tax loss of use of the plane has been indlutlee Company’s plane is a Cessna
Citation Encore. Amounts were benchmarked agamtated variable costs per hour reported by Carfklide Decker Associates, Inc.
against a similar type plan

(5) Mr. Smitl’'s retirement as Chief Executive Officer was effeetilarch 1, 200€
(6) Mr. Leslie's retirement as Chief Financial Officer was effexztMay 7, 2008
(7) Mr. Boone was elected as Chief Financial Officetay 7, 2008 by the Board of Directo
(8) Mr. Orr was elected as an officer effective Septenth 2007
The following table sets forth certain informatiooncerning options granted to named executiveaficuring 2008.
GRANTS OF PLAN-BASED AWARDS
Fiscal Year-End December 31, 2008
All Other  All Other
. . Option ;
Estimated Future Payouts Estimated Future Payouts Stock Awards: Exercise Grant
Under Non-Equity Under Equity Awards: Number ;Jf Date
Incentive Plan Awards Incentive Plan Awards Number or Base Fair
Price of
of Shares  Securities Option Value of
Underlying Awards
Threshold Target Maximum Threshold Target Maximum  of Stock ($/Sh) Stock &
Grant or Units Options Option
Name* Date %) %) ) @) IS ) @) @) @ Awards
Douglas V. Smitt?) 2/12/200¢ — — — — 37,500 — — — $ 55.3¢ $621,37!
John F. Glick® 2/12/200¢ — — — —  37,50( — — — $ 55.3¢ $720,75(
Christopher L. Boon&” 11/4/200¢ S — — —  8,00( — — — $ 5527 $157,20(
Paul G. Pere#) 11/4/200¢ — — — — 8,00 — — — $ 5527 $157,20(
Scott H. Semlingef®) 11/4/200¢ — — — —  8,00C — — — $ 5527 $157,20(
Terry L. Orr®) 11/4/200¢ S — — — 9,00 — — — $ 5527 $176,85(
(1) The options were granted pursuant to our Ineer@tock Compensation Plan 2000, for a term ofyars subject to earlier termination
in certain events related to termination of empleptmNo consideration was paid by the executivieefffor such awarc
(2) The exercise price and tax withholding obligatiogisted to exercise may be paid by delivery ofalgeowned shares or by offset of
underlying shares, subject to certain conditis
(3) Options are exercisable in 1/3 increments engitant date, February 12, 2009 and February 110).20pon Mr. Smith’s retirement date
of March 1, 2008, all options became fully vestad axercisable
(4) Options granted are exercisable in 25% incremam&sach November 4, 2009, 2010, 2011 and 2

*

Mr. Leslie received no grants of p-based awards during the fiscal year ending Deceihe2008
The “Equity Compensation,” “CEO Compensation” afffcer Compensation” sections of the Compensdiimtussion and Analysis

provide information regarding the processing ohgireg stock option awards to the Company’s CEO exwtutive officers.

For information regarding material terms of empl@yrmagreements for the Company’s executive offiqdesase refer to the

Compensation Discussion and Analysis included imphoxy statement.
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The following table sets forth certain informatioith respect to the named executive officers camogroptions outstanding as of
December 31, 2008.

OUTSTANDING EQUITY AWARDS
Fiscal Year-End December 31, 2008

Option Awards Stock Awards
Equity Equity Incentive
Incentive Plar
Equity Incentive Plan Awards:
Awards: Market or
Number of Plan Awards: Number of Market Value Number of Payout Value of
Securities Number of Number of Unearned Unearned
Underlying Securities Securities Option Shares or  of Shares or  Shares, Units  Shares, Units ol
Unexerciset Underlying Underlying Exercise Option Units of Units of or Other
Unexercised Unexercised Expiration  Stock that Stock that Rights That Other Rights
Options (#) Options (#) Unearned Price Have Not Have Not Have Not That Have Not
Name* Exercisable Unexercisable Options (#) ($) Date Vested (#) Vested ($) Vested (#) Vested ($)
Douglas V. Smitt!) 6,30( — —  $63.80( 02/07/20Ls — — — —
35,00( — —  $60.97C 02/12/201 — — — —
37,50( — —  $55.39( 02/11/201: — — — —
John F. Glick® 3,85( — —  $1850( 11/08/201. — — — —
1,87t 1,87¢ — $ 46.70C 10/31/201! — — — —
1,87¢ 3,75( —  $60.34( 10/30/201 — — — —
— 37,50( —  $55.39( 02/11/201 — — — —
Christopher L. Boon&) 75¢ — —  $1850( 11/08/201 — — — —
378 37E — $ 46.70C 10/31/201! — — — —
375 75C —  $60.34( 10/30/201! — — — —
&is 1,12t —  $58.44( 11/05/201
— 8,00( —  $55.39( 02/11/201: — — — —
Paul G. Pere? 3,55( — —  $1850( 11/08/201. — — — —
1,87¢ 1,87t —  $46.70C 10/31/201! — — — —
1,87¢ 3,75( —  $60.34( 10/30/201 — — — —
2,18¢ 6,56 —  $58.44( 11/05/201 — — — —
— 8,00( —  $55.27( 11/03/201: — — — —
Scott H. Semlingef?) 3,60( — —  $1850( 11/08/201. — — — —
5,62t 1,87t —  $46.70C 10/31/201! — — — —
3,75( 3,75( —  $60.34( 10/30/201! — — — —
1,45(C 4,35( = $ 58.44( 11/05/201 — — — —
— 8,00( —  $55.27( 11/03/201: — — — —
Terry L. Orr® 75¢ — —  $1850( 11/08/201. — — — —
1,12¢ 37t —  $46.70C 10/31/201! — — — —
75C 75C —  $60.34( 10/30/201 — — — —
1,45(C 4,35( — $58.44( 11/05/201 — — — —
— 9,00( —  $55.27( 11/03/201: — — — —

(1) Options granted on 2/8/2006, 2/13/2007 and/20@8 vest in 1/3 increments on the grant datefitbieanniversary and the second
anniversary and expire on the date shown in theeborresponding table under “Option Expirationdyatvhich is the day before the
tenth anniversary of the grant date. Due to Mr.tE’s retirement on 3/1/2008, all available optionsdmee fully vested and exercisak

(2) Options granted on 11/9/2004, 11/1/2005, 1@3a6, 11/6/2007 and 11/4/2008 vest in 25% incrementthe first, second, third and
fourth anniversary and expire on the date showherabove corresponding table under “Option ExjgireDate,” which is the day
before the tenth anniversary of the grant ¢

(3) Options granted on 2/12/2008 vest in 25% in@wt® on the first, second, third and fourth anrssgr and expire on the date shown in
the above corresponding table un“Option Expiration Dat"” which is the day before the tenth anniversary efgrant date

* Mr. Leslie had no equity awards outstanding as@tddnber 31, 200}
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The following table sets forth certain informatioith respect to stock options exercised by named@ve officers during 2008.

OPTION EXERCISES AND STOCK VESTED
Fiscal Year-End December 31, 2008

Option Awards Stock Awards
Number of Number of Value
Shares Shares Realized
Acquired on Value Acquired on on Vestinc
Realized on
Name Exercise (# Exercise ($, Vesting (#) $)
Douglas V. Smitt 88,35¢ 3,741,83! — —
John F. Glick 13,35( 674,78! — —
Robert D. Leslie 34,67¢ 1,292,13! — —
Christopher L. Boon 10,87¢ 644,71¢ — —
Paul G. Pere 12,30( 613,76: — —
Scott H. Seminge — — — —
Terry L. Orr 13,50( 838,73: — —

The following table sets forth certain informatimaith respect to pension benefits payable to namedwive officers as of
December 31, 2008.

PENSION BENEFITS
Fiscal Year-End December 31, 2008

Number of Present Payments
Years Value of During Last
Credited Accumulated Fiscal Year
Name Plan Name Services (#) Benefit ($) $)
Douglas V. Smitt Qualified Plar 15.08: 569,55¢ 42,89(
Pension Restoration Pl 15.08: 1,642,48 138,43:
SERP 22.62¢ 1,135,19i 102,15¢
John F. Glick Qualified Plar 14.33: 347,32: —
Pension Restoration Pl 14.33: 302,05 —
Robert D. Leslie Quialified Plar 15.58:¢ 599,83!¢ 33,26¢
Pension Restoration Pl 15.58:¢ 212,69: 12,39(
Christopher L. Boon Qualified Plar 15.917 94,93 —
Pension Restoration Pl 15.91% — —
Paul G. Pere Qualified Plar 15.50( 548,16: —
Pension Restoration Pl 15.50( 294,35¢ —
Scott H. Semlinge Qualified Plar 33.00( 675,21. —
Pension Restoration Pl 33.00( 156,71¢ —
Terry L. Orr Qualified Plar 32.33: 905,91 —
Pension Restoration Pl 32.33: 60,11« —

The “Retirement Plan” section of the Compensatitscssion and Analysis provides additional inforimategarding the Company’s
pension benefit plans.
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The following table and narrative disclosure setifaertain information with respect to nonqualifiéeferred compensation payable to
named executive officers as of December 31, 2008.

NONQUALIFIED DEFERRED COMPENSATION
Fiscal Year-End December 31, 2008

Registrant

: St Aggregate

Contibuions in i LastFY (5  Adgresate  Withdrawals/  Aggregate
Earnings in Distributions Balance at

Name Plan Name Last FY ($) @ @ Last FY ($) $ Last FYE
Douglas V. Smitt 401(k) Restoration Pla 34,89: 1,278 (214,78) 345,77 791,31
John F. Glick 401(k) Restoration Pla 136,23! 1,27¢ (85,527 — 429,75t
Robert D. Leslie 401 (k) Restoration Pla 4,764 1,27t (137) 1,62¢ 41,687
Christopher L. Boon 401(k) Restoration Pla — — — — —
Paul G. Pere 401(k) Restoration Pla — — (75,45%) — 142,91(
Scott H. Semlinge 401(k) Restoration Pla 13,87( 1,62 (25,497 — 118,10¢
Terry L. Orr 401(k) Restoration Pla 52,90( 1,62( (15,499 — 111,34°

(1) Amounts are included in the Summary CompensatidiieTiander th¢* Salan” column.
(2) Amounts are included in the Summary CompensatidaieTiander th¢* All Other Compensatic’ column.

Lufkin Industries, In(s 401(k) Restoration Plan

The Company has adopted an unfunded, nonqualiéézteed compensation plan to provide supplemestaEment savings benefits to
covered executives. This plan is based on the sawvestment options, Company contribution limits grdticipant contribution limits as the
Company'’s qualified 401(k) plan, except that it sloet limit the amount of a participant’'s annuahp@nsation or maximum aggregate
benefit. The benefits calculated under the 401@gtBration Plan are offset by the participant'swialted benefit under the qualified 401(k)
plan.
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For information regarding potential payments to mamed executive officers upon termination of angain-control, please see the

“Severance Benefits” and “Change-in-Control” setsiof the Compensation Discussion and Analysisided in this Proxy Statement.

The following table provides information on Lufkindustries, Inc.’s compensation for non-employeaeaiors in 2008.

DIRECTOR COMPENSATION
Fiscal Year-End December 31, 2008

Change in
Pension Value

Ez:ar?esd Inhégﬂ;il\zlgug?/an Non(?t?glified

or Paid Stock Option ) Deferred‘ All Other_

in Cash Awards Awards Compensatior Compensatior Compensatior
Name %W $) $®@ $) Earnings ($) Total ($)
John F. Andersof? 47,00( — 58,52¢ — — — 105,52¢
Suzanne V. Bagf) 54,00( — 58,52¢ — — — 112,52¢
Simon W. Henderson, I 47,00( — 58,52¢ — — — 105,52¢
James T. Jongebloé¥ 56,50( — 58,52¢ — — — 115,02¢
John H. Lollar® 59,00( — 58,52¢ — — — 117,52¢
Bob H. O’Neal® 58,50( — — — — — 58,50(
Douglas V. Smith® 42,00( — — — — — 42,00(
Howard J. Trout, J£0 48,00( — 58,52¢ — — — 106,52¢
Thomas E. Wiene#t) 48,50( — 58,52¢ — — — 107,02¢
(1) Non-employee Directors receive an annual retainei3@f{00, a Board Meeting fee of $1,500 and a Coremitleeting fee of $1,500

()

(3)

(4)

()

(6)

($2,000 for an Audit Committee meeting). Additidgathe Chairman of the Audit Committee receivekbz000 retainer; the
Compensation Committee Chairman receives a $3@@her; and the Pension Committee and Nominatiogg@ance Committee
Chairmen each receive a $1,000 retai

Amounts calculated utilizing the provisionsStatement of Financial Accounting Standards ("SBA®. 123R, "Share-based
Payments." See page 34 of the consolidated finesteisements of the Company's Annual Report forygres ended December 31, 2008,
regarding assumptions underlying valuation of ggaivards

Mr. Anderson had an aggregate of 6,000 stotkoeg outstanding. These stock options consisfi)o2,000 at an exercise price of
$66.23, to expire on May 2, 2016; (ii) 2,000 akaercise price of $64.41, to expire on May 1, 2Giid (iii) 2,000 at an exercise price
of $75.10, to expire on May 6, 201

Ms. Baer had an aggregate of 16,000 stock ngtiatstanding. These stock options consist of:QjP00 at an exercise price of $48.04,
to expire on August 2, 2015; (ii) 2,000 at an eiserrice of $66.23, to expire on May 2, 2016) @ij000 at an exercise price of $64.41,
to expire on May 1, 2017; and (iv) 2,000 at an eiserprice of $75.10, to expire on May 6, 20

Mr. Henderson had an aggregate of 6,000 stptikims outstanding. These stock options consigi)o2,000 at an exercise price of
$66.23, to expire on May 2, 2016; (ii) 2,000 akaercise price of $64.41, to expire on May 1, 2Giid (iii) 2,000 at an exercise price
of $75.10, to expire on May 6, 201

Mr. Jongebloed had an aggregate of 8,000 siptikns outstanding. These stock options consigi)a?,000 at an exercise price of
$30.65, to expire on May 4, 2015; (ii) 2,000 ataercise price of $66.23, to expire on May 2, 2@ii§;2,000 at an exercise price of
$64.41, to expire on May 1, 2017; and (iv) 2,00@raexercise price of $75.10, to expire on May®d,&
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(7) Mr. Lollar had an aggregate of 8,000 stock optioatstanding. These stock options consist of: (0P@,at an exercise price of $30.65
expire on May 4, 2015; (ii) 2,000 at an exercisegof $66.23, to expire on May 2, 2016; (iii) 2008t an exercise price of $64.41, to
expire on May 1, 2017; and (iv) 2,000 at an exerpisce of $75.10, to expire on May 6, 20

(8) Mr. O'Neal had an aggregate of 12,000 stockomgtoutstanding. These stock options consisti)o2,000 at an exercise price of $10.96,
to expire on May 6, 2013; (ii) 2,000 at an exergisee of $16.025, to expire on May 4, 2014; @P00 at an exercise price of $30.65,
to expire on May 4, 2015; (iv) 2,000 at an exergisee of $66.23, to expire on May 2, 2016; andA¥)00 at an exercise price of
$64.41, to expire on May 1, 2017; and (vi) 2,00@raexercise price of $75.10, to expire on May®d,&

(9) Following Mr. Smiths retirement as Chief Executive Officer, he corgmto serve as the Chairman of the Board of Directdr. Smith
had an aggregate of 78,800 stock options outstgndlimese stock options consist of: (i) 6,300 ateercise price of $63.80, to expire
February 7, 2016; (ii) 35,000 at an exercise poic®60.97, to expire on February 12, 2017; anyi §ir,500 at an exercise price of
$55.39, to expire on February 11, 20

(10) Mr. Trout had an aggregate of 6,000 stockomtioutstanding. These stock options consist 02,000 at an exercise price of $66.23, to
expire on May 2, 2016; (ii) 2,000 at an exercisegof $64.41, to expire on May 1, 2017; and @iip00 at an exercise price of $75.10,
to expire on May 6, 201!

(11) Mr. Wiener had an aggregate of 18,000 stodlonp outstanding. These stock options consisti)o2,000 at an exercise price of $7.313,
to expire on May 2, 2010; (ii) 2,000 at an exergsee of $11.285, to expire on May 1, 2011; @00 at an exercise price of $14.45,
to expire on April 30, 2012; (iv) 2,000 at an exsecprice of $10.96, to expire on May 6, 2013;3)00 at an exercise price of $16.025,
to expire on May 4, 2014; (vi) 2,000 at an exerggee of $30.65, to expire on May 4, 2015; (vijp@0 at an exercise price of $66.2:
expire on May 2, 2016; and (viii) 2,000 at an exs@@rice of $64.41, to expire on May 1, 2017; @ry2,000 at an exercise price of
$75.10, to expire on May 6, 201

Stock Option Plans

The Company has a stock option plan (the “2000"Plaarsuant to which options to purchase sharde@Company’s stock are
outstanding. The purpose of the 2000 Plan is taack the best interests of the Company by provitlinge persons who have substantial
responsibility for the management and growth ofGlenpany with additional incentive by increasingittproprietary interest in the success
of the Company. All options for stock are grantgdhe Compensation Committee. The term of the Cawy'ggrevious employee stock
option plan (the “1990 Plan”) expired in 2000 amdfuture grants of awards under the 1990 Planheilallowed. However, awards that have
been issued prior to the expiration of the 199 Biat that have not expired will still be honorgdtbe Company. The term of the Company’s
1996 Nonemployee Director’s Stock Option Plan ("*a$9an”) expired in 2006 and no future grants ofelg under the 1996 Plan will be
allowed. However, awards that have been issued frithe expiration of the 1996 Plan but that haseexpired will still be honored by the
Company.

Related Person Transactions

During 2008, there were no transactions with mameege and others, no business relationships regadiiactors or nominees for
directors and no indebtedness of management. The@uwy’'s Code of Conduct policy, posted under thev&nance” section of the
Company'’s website at www.lufkin.com, prohibits eoy#es from having any associations, financial &gty or business relationships that
would constitute a conflict of interest. The ComgarBoard of Directors are not allowed to have asigted person transactions without the
prior consent of the Company, but currently the @any does not have a written procedure for appgorétated person transactions. If
potential related party transactions were to odtwr Board of Directors would review them on a eage&ase basis.
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Compensation Committee Interlocks and Insider Parttipation

Messrs. B. H. O’'Neal, S. W. Henderson, Ill, J. dngebloed and J. H. Lollar served as the membefseafompany’s Compensation
Committee during 2008. During 2008, no executiviicef of the Company served as (i) a member ottirapensation committee (or other
board committee performing equivalent functionsimthe absence of any such committee, the entiaechof directors) of another entity, one
of whose executive officers served on the Comp@ars@ommittee of the Company, (ii) a director obtrer entity, one of whose executive
officers served on the Compensation Committee @Qbmpany or its subsidiaries or (iii) a membethef compensation committee (or other
board committee performing equivalent functionsiothe absence of any such committee, the entiaedbof directors) of another entity, one
of whose executive officers served on the BoarDicéctors of the Company.

During 2008, no member of the compensation come({ibe board committee performing equivalent funsio(i) was an officer or
employee of the Company or any of its subsidiai@syas formerly an officer of the Company or amiyits subsidiaries or (iii) had any
business relationship or conducted any transactidtiisthe Company.

SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table reflects the beneficial ownapsbf the Company’s Common Stock as of March 1 DR @vith respect to (i) the
directors and nominees for director; (ii) each exiee officer named in the Summary Compensationdahd (iii) the Company’s directors
and executive officers as a group.

Direct Exercisable Percent
Ownership Number of Shares
Name of Beneficial Owner @ Options @ Owned Beneficially of Class
John F. Anderso 23,93: 6,00( 29,93: *
Suzanne V. Bae 0 16,00( 16,00( *
Christopher L. Boon 0 1,87t 1,87t *
John F. Glick 5,80( 16,97t 22,77 *
Simon W. Henderson, [ 231,19¢ 6,00( 237,19¢ 1.6%
James T. Jongeblor 2,00¢ 8,00( 10,00( *
Robert D. Lesli¢ 0 0 0 *
John H. Lollar 6,00( 8,00( 14,00( *
Bob H. C'Neal 1,00( 12,00( 13,00( *
Terry L. Orr 2,04(C 4,07 6,11¢ *
Paul G. Pere 4,00( 9,48¢ 13,48¢ *
Scott H. Semlinge 71C 14,42¢ 15,13¢ *
Douglas V. Smitt 39,16: 78,80( 117,96: *
H. J. Trout, Jr 359,80« 6,00( 365,80: 2.5%
Thomas E. Wienep) 30,81( 18,00( 48,81( *
Directors and Executive Officers
as a group (15 person$) 706,45¢ 209,38t 915,84 6.2%

* Indicates ownership of less than one percent obthstanding shares of Common Stock of the Comg

(1) Each director, nominee for director and exeutifficer listed above possesses sole voting anestment powers as to all the shares
listed as being beneficially owned by such per:

(2) This column shows shares covered by stock ngtibat are currently exercisable or will be exsable within 60 days of March 17,
20009.

(3) The shares listed for Mr. Henderson include, 128 shares held in various trusts and a familytdichpartnership over which
Mr. Henderson shares investment and voting cor

(4) Mr. Leslie's retirement as Chief Financial Officer was effexztMay 7, 2008

(5) The shares listed for Mr. Wiener include 7,85@res held by the spouse of Mr. Wiener, of whieh\Miener shares investment and
voting control.
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Five Percent Beneficial Owners

The following table lists each person the Compamyws to be an owner of more than 5% of the Comma@pmmon Stock as of
March 17, 2009.

Amount and Nature of

Name and Address of Beneficial Owner Beneficial Ownership Percent of Clas
Barclays Global Investors (Deutschland) &G 1,052,84 7.0%
Apianstrasse
D-85774, Unterfohring, Germar
Eagle Asset Management, Ifg. 877,35( 5.91%
880 Carillon Parkwa
St. Petersburg, FL 337:
NFJ Investment Group L.I® 777,80( 5.2(%
2100 Ross Avenue, Ste 7
Dallas, TX 7520:

(1) This information was obtained from a Schedd6& Tiled on February 5, 2009, filed by Barclays &lbinvestors (Deutschland) AG,
which is an investment advisor registered undetrilestment Advisors Act of 1940. Barclays Globaldstors (Deutschland) AG
reported sole voting power as to 810,359 sharesedhvoting power as to zero shares, sole dispegibwer as to 1,052,847 shares and
shared dispositive power as to zero she

(2) This information was obtained from a Schedd6& Tiled on January 27, 2009, filed by Eagle Ad8ahagement, Inc., which is an
investment advisor registered under the InvestrAdmtsors Act of 1940. Eagle Asset Management, taported sole voting power as
877,350 shares, shared voting power as to zereshsole dispositive power as to 877,350 shareskaued dispositive power as to z
shares

(3) This information was obtained from a Schedd& Tiled on February 17, 2009, filed by NFJ InvestihnGroup L.P., which is an
investment advisor registered under the InvestrAdmtsors Act of 1940. NFJ Investment Group L.P.aied sole voting power as to
766,000 shares, shared voting power as to zereshsole dispositive power as to 777,800 shareslzaued dispositive power as to z
shares

Section 16(a) Beneficial Ownership Reporting Compdince

Section 16(a) of the Securities Exchange Act reguihe Company'’s officers and directors, and persdro own more than 10% of a
registered class of the Company’s equity securit@§le reports of ownership and changes of owhigron Forms 3, 4 and 5 with the
Securities and Exchange Commission. Officers, threand greater-than-10% shareowners are redoyjreelgulations promulgated by the
Securities and Exchange Commission to furnish thiag@any with copies of all Forms 3, 4 and 5 theg. fil

Based solely upon a review of Forms 3 and 4 anchdments thereto reported by the Company durindishel year ended
December 31, 2008 and upon a review of Forms Saamehdments thereto reported by the Company witiertdo fiscal 2008, or upon
written representations received by the Company ftertain reporting persons that no Forms 5 wegaired for those persons, the Company
believes that no director, executive officer oragee-than-10% shareholder failed to file on a tyrtEsis the reports required by Section 16(a)
of the Exchange Act during, or with respect togdis?008.

PROPOSALS OF SHAREHOLDERS

A proposal of a shareholder intended to be predaattthe next annual meeting must be receivedeaCtimpany’s principal executive
offices no later than December 1, 2009, if the shalder making the proposal desires such propodad tonsidered for inclusion in the
Company’s proxy statement and form of proxy
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relating to such meeting. The Company has alsotaddylaw provisions which require that nominatiaipersons for election to the Board
of Directors and the proposal of business by shudelns at an annual meeting of shareholders mifgt éertain requirements which include
the requirement that notice of such nominationgroposals be delivered to the Secretary of the Gomyppot less than 60 days nor more than
90 days prior to the anniversary of the prior yearinual meeting. In order to be timely for nexdn&annual meeting, such notice must be
delivered between February 4, 2010, and March 8020 such timely notice of a shareholder propasalot given, the proposal may not be
brought before the annual meeting. If timely not&given but is not accompanied by a written sieget to the extent required by applicable
securities laws, the Company may exercise discratiovoting authority over proxies with respecstwh proposal if presented at the annual
meeting.

HOUSEHOLDING OF ANNUAL MEETING MATERIALS

SEC rules regarding the delivery of proxy statern@atirmit the delivery of a single set of this Pr&tgsitement to any address at which
two or more stockholders reside. This method ofvdey, often referred to as “householding,” redutesamount of duplicative information
that security holders receive and lowers printind mailing costs for the Company. Each stockhobd@tinues to receive a separate proxy
card.

Only one of this Proxy Statement has been delivaredigible stockholders who share an addresgssrthe Company received cont
instructions from any such stockholder prior to th&iling date. If a stockholder prefers to recedgparate copies of this or future Proxy
Statement(s), the Company will promptly deliverpopvritten or oral request, a separate copy optoay statement, as requested, to that
stockholder at the shared address to which a sauglg was delivered. Such requests should be coricated to our transfer agent,
Computershare Investor Services, LLC, either bylggna request in writing to 350 Indiana Streeifes800, Golden, Colorado 80401, or by
calling (303) 262-0600.

ADDITIONAL FINANCIAL INFORMATION

Shareholders may obtain additional financial infation for the year ended December 31, 2008, frarCtbmpany’s Annual Report on
Form 10-K filed with the Securities and Exchangen@ussion. We make available, free of charge, thhomgr website, www.lufkin.com, our
annual reports on Form 10-K, quarterly reports om#10-Q, current reports on Form 8-K and amendsienthose reports filed or furnished
pursuant to Section 13(a) or 15(d) of the Secuérifirchange Act of 1934 as soon as reasonably pah&i after we electronically file such
material with, or furnish it to, the Securities éxchange Commission. In addition, a copy of thedal Report on Form 10-K may be
obtained without charge by written request to ther&tary, Lufkin Industries, Inc., P.O. Box 849fkin, Texas 75902.

OTHER MATTERS

The Board of Directors has at this time no knowkedfjany matters to be brought before the meetingrahan those referred to above.
However, if any other matters properly come betbheemeeting, it is the intention of the persons edin the accompanying proxy to vote
said proxy in accordance with their best judgmensuach matters.

By Order of the Board of Directo

PAUL G. PEREZ
Secretary

April 1, 2009
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