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e Global Supplier of Qilfield and Gearbox Products.
Founded in 1902, Lufkin Industries (LUFK) is a
vertically-integrated supplier of oilfield and powe
transmission products. Reliability and long serVifeeare
the hallmarks of its products, and LUFK has thequai
ability to bundle its products, services and autibionain
the oil patch with its high-quality engineering,psuior
customer service, and strong sales support in spged
gear manufacturing.

Strategic Capital Investments Expanding Capabilities.
Lufkin's strong balance sheet and cash positioregii
the financial flexibility to continue to invest irts
manufacturing capabilities for both oilfield and wer
transmission products. Recent acquisitions, inoydS
and RMT, were consistent with Lufkin's long-term
growth strategy of integrating strategic assetleterage
its position of industry leadership.

Growing International Qilfield Services Markets. The
expansion of Lufkin's international
several years ago has provided a foundation fo
international growth that helps cushion the impafcta
depressed domestic market. Significant upsidetsxis
the international oilfield industry in the form ofew

business, the broadening of products and servioes t

underserved markets, and the opportunity to leweitsg
existing relationships. The ILS acquisition in Mar2009
provides an entry into the offshore market, inahgdi
international deepwater plays.

Challenging Market Environment, Uncertainty Weigh
On Third Quarter Results. Given the soft economy,
Lufkin's customers have reigned in capital spending
particularly in the U.S, and some international jgcts
have been delayed. Oil Field segment revenue$084

to $74 million, reflecting a 60% decline in new puing
unit sales (mostly in North America) as well as 3%
drop in Automation Sales. Power Transmission mbate
8% year-over-year revenue decrease to $44 millioved

by a decline in shipments across all markets.

Bookings Remain Depressed But Oil Field Shows
Sequential Improvement. Despite the challenging
economic environment and constrained expenditunes i

the oil and gas markets, Lufkin posted a sequentig ve'==

booking increase of 62% in its Oil Field business.
Although total bookings declined about 70% fromt las
year’s record levels to $89.2 million (78% declineQil
Field and 24% decline in Power Transmission), tis
largely due to international oil and gas projectsng
delayed. The majority of these projects are stiflive
and are expected to be booked in the fourth quarter

business begun
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LUFK / NASDQ
$26.96 — $66.80

Fiscal Year-End:
Symbol / Exchange:
52-Week Range:

Common Shares O/S: 14.9mm
Market Capitalization: $894mm
Total Enterprise Value (TEW: $795mm
Average Daily Volume (L3M): 161,195
Insider Ownership: 4.4%
13F Institutional Ownership: 76.9%
Financial Data ($ millions except per share data)
9/30/09 12/31/08
Current Assets: $322.0 $385.7
Total Asset: $538.3 $530.7
r Current Liabilities: $68.6 $88.8
Shareholders’ Equity: $424.6 $413.9
Working Capital: $253.4 $296,9
9M09 o9M08
Revenue ($mn: $394.6 $510.6
Operating Income ($mn} $26.3 $93.4
Diluted EPS": $1.27 $4.14

Segment Data

Total Revenue Mix 9MO09
Power Transmission 34%
Oil Field 66%

Stock Price (12-month price performance)
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Total Enterprise Value (TEV) defined as market capitalization plus total debt less cash
As reported by ThomsonOne Financial
As reported by Bigdough
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1)
2)
3)
4) Revenue, operating income, EPS and revenue mix data is based on results from continuing
operations. 9M09 income includes $5MM in litigation reserve.
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COMPANY OVERVIEW

Headquartered in Lufkin, Texaksufkin Industries is a global
supplier of oilfield and power transmission produict Its
Oilfield segment designs, services and repairs bpamping
units, a component of reciprocating rod lift sysseand related
products used in artificial lift to extract crudel and other
liquids from wells. It's Power Transmission busisalesigns,
manufactures and services both high-speed turbo lamd

speed gearboxes for industrial and marine applmasi

primarily in the energy industry.

Leading Supplier of Qilfield Pumping Equipment

Lufkin’s oilfield pumping units set the industry asidard
worldwide. Its global success has been drivertdprioduction
engineering capabilities and the integrated sesvizevided by
its iron foundry and automation group. Its goakdsreduce
production lead times and improve product quality fts
customers.

LUFK has an established market in most major aildpcing
basins and has local manufacturing capacity
international markets to meet specific country fegfuents.
Overseas, demand for oilfield equipment has bess lelatile
than in the U.S., and opportunities in internatlanarkets are
expanding. Lufkin’s acquisition of InternationaiftLSystems
(ILS) earlier this year expanded its presence intls@merica
and the Middle East, which should materialize |&tés year.

The domestic oilfield business roughly tracks th&.Uotary
land rig count, which has fallen from its highs September
2008. Demand for pumping unit equipment is depehda

the level of new onshore oil drilling and workowetivity in

addition to the reactivation and upgrading of engstvells and
the redevelopment of mature fields. Thus, enemyroodity

prices play a role in equipment orders as well.

Reciprocating Rod Lift Systems Optimize Productionand
Maximize Reservoir Recovery. Pumping units are primarily
used in oilfields for the artificial lift, which hgs to maximize
reservoir recovery and optimize field productiortificial lift
is typically used when the reservoir pressure @sltov to lift
the oil to the surface, but it is also used in redty flowing
wells to increase flow rates. Beam pumping urniésaso used
by coalbed methane (CBM) production operators tevader
the coal seams to release the gas. CBM produdtioa
significant portion of U.S. gas supply and is gaimg more
attention worldwide.

A reciprocating rod lift system consists of a sagfgpumping
unit powered by an electric motor or gas enginenpnmover, a

in  man

value proposition for its customers. Since itepton in 1998,
Automation has been LUFK'’s fastest growing prodlice,
making up about 15% of Oil Field sales revenues.

Specializing in Highly Engineered Precision-Made Gears

LUFK’s Power Transmission (PT) business is the stdu
leader in high-speed turbo gearing, and it servicasy diverse
markets. The energy industry is the primary u$drigh-speed
gearing services which are typically used in lasgale, capital
intensive projects with long lead times, and tHass sensitive
to changes in commodity prices. PT's low-speediggaaters
to the marine, metal processing, mining, sugarstjga and
other non-energy industries, each with their owtro§drivers.

In the late 1990s, the Company established a npagsence in
Europe, and is the only high-speed gear manufactith a

full range of manufacturing, sales, engineering desting

capabilities in both Europe and the U.S. The astoee of its
European operations is located in eastern Franke.both

Europe and the U.S., opportunities exist in theewable

energy markets. During 2008, LUFK was contractedepair

Yind turbine gearboxes, and future expected gromvfitoducts
and services for public infrastructure should iases gearbox
demand. For example, projects such as roads aagekrrely
on high-performance gears to produce steel andrdeme

As part of its strategic plan to enhance its cdjss and

position the company for growth when the econonopvers,

LUFK acquired Rotating Machinery Technology (RMT i
July. RMT specializes in the analysis, design, ufacture and
servicing of precision, custom-engineered tiltiragpbearings
and related components for high-speed turbo equipme

From a competitive standpoint, LUFK is currentlynbéting
from its excellent reputation as a global desigadér in
addition to its advanced engineering skills, higiecity
manufacturing, and product performance levels. KUd-also
noted for its domestic and international sales ang@port,
specifically regarding its repair and service caligbits high-
speed mechanical test capabilities, and its conemsie
design and engineering support team.

Strong Balance Sheet to Help Weather Economic Headwinds

Historically, Lufkin has relied on cash flows frooperations
and limited third-party borrowing to finance its qagsition
activity, dividend payments and stock repurchasesfkin’s

strong cash position of over $102 million, or abb8%6 of total
assets, gives the company the financial flexibiiityontinue to
pursue acquisitions and other initiatives. At #mal of 3Q09,
LUFK had $2 million in long-term debt and had $17lion

rod string, and a positive displacement pump. LUFKoutstanding on its $40 million three-year creddilfey.

manufactures the top side of the rod pump systefichw
consists of a gear-driven walking beam pumping saé&n at
the surface of an artificial lift systemOther components are
sourced from third parties.

Advantages of reciprocating rod lift systems oveheo
artificial lift systems include high system effingy,
economical repairs and service, flexibility, anthigh salvage
value for surface and downhole equipment.

Automation Reduces Production Costs and Enhances
Output. As a natural extension of its pump businésskin’s
Automation business designs, manufactures, instathsl
services computer control equipment and analytiealices for
pumping units. The operating and cost efficienpiesided by
automating oilfield equipment make this businessatiractive

Net earnings in the 2009 third quarter were $5iomlbr $0.34
per share, down 80% from the same period last yRaduced
customer demand and heightened price competitioaifféield

equipment and services compressed companywide gross

margins to 21.2% from 28.6% a year ago. Howevewd?
Transmission margins improved both year-over-yead a
sequentially due to a favorable product mix shifvards high-
speed gear units.

Responding to the difficult market, Lufkin has redd its
workforce by 16% year to date, and will continueingprove
efficiencies. The Company had $10.7 million of itap
expenditures during the third quarter, and futyrensling will
focused on strategically positioning for growth tjgaularly in
its manufacturing and servicing capabilities owstige U.S.
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DEPRESSEDGLOBAL EcoNomMY CRIMPS NINE M ONTHS '09 PERFORMANCE

Oil Field Power Transmission
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Source: Company Reports

2009BACKLOGS AFFECTED BY PROJECT DELAYS; CUSTOMER CASH FLows
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OIL FIELD AND POWER TRANSMISSION LEVERAGED TO ENERGY M ARKETS

O”ft')eld 4 _ Power Transmission
2008 Revenue by Product Line 2008 Revenue by Product Line
$ in thousands :
$ in thousands
Foundry, $24,368 Other, $20,057
Automation,
$82,355 Parts, $9,332

Oil and Gas,

Rubber & Plastics, $61,563

$8,441

Sugar, $4,615

Mining, $1,545

Metals Processing,
$9,675

Senvice, $102,989
Units, $342,101
Marine, $18,288

Refining, $13,453

Petrochemical,

Power Generation,
$15,501

$26,910
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COMPANY HEADQUARTERS
601 S. Raguet St.
Lufkin, Texas 75904

Phone: (936) 634-221d Fax: (936) 637-5272
www.lufkin.com

INVESTOR RELATIONS CONTACT
Christopher L. Boone
Vice President and Chief Financial Officer
cboone@lufkin.com
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DRGSE

This document is issued by Lufkin Industries, laed was prepared in conjunction with the firm ohbard Rupp Gray & Easterly, LLC.

Reader Advisory and Forward Looking Statements

This Fact Sheet is presented as a brief companyievefor the information of investors, analystslasther parties with an interest in the Company.
Lufkin’'s management hopes that this Fact Sheetesmifiourage analysts and investors to investigate midmout the Company through its Securities
and Exchange Commission (SEC) filings, press rekeasd other public materials. This Fact Shees dmg constitute an offer to sell or a
solicitation of an offer to buy any securities bétCompany. This Fact Sheet contains forward-fapktatements within the meaning of the Private
Securities Litigation Reform Act that are based management's current expectations, estimates ajecpons. All statements that address
expectations or projections about the future, idicig statements about Lufkin’s strategy for grovgitgduct development, market position, expected
expenditures and financial results are forward-logkstatements. Some of the forward-looking stete may be identified by words like
"expects,” "anticipates," "plans,” “intends," "projs," “indicates,” and similar expressions. Thet#ements are not guarantees of future
performance and involve a number of risks, uncetiess and assumptions. Many factors, includingéhdiscussed more fully elsewhere in this Fact
Sheet and in documents filed with the Securitie Brchange Commission by Lufkin, particularly iterAial Report on Form 10-K for the year
ended December 31, 2008, as well as others, cauisecresults to differ materially from those stat@&tiese factors include, but are not limited to,
the investigation of certain accounting mattergh®y Securities and Exchange Commission; changeeeifaws, regulations, policies and economic
conditions, including inflation, interest and fagei currency exchange rates, of countries in whiafkih does business; competitive pressures;
successful integration of structural changes, lioly restructuring plans, acquisitions, divestisuaad alliances; cost of raw materials, researdh an
development of new products, including regulatgppraval and market acceptance; and seasonalitgles ®f Lufkin products. Lufkin’s filings
with the Securities and Exchange Commission canobiined at no charge at http://www.sec.gov, asl w&sel through our website at
http://www.lufkin.com. This Fact Sheet does notgmut to be all-inclusive or to contain all of thidormation that a reader may desire regarding the
structure or the affairs of the Company. The imfation contained in this Fact Sheet is only curembf November 13, 2009 and the Company
undertakes no obligation to update this Fact Sheet.
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