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AMERICAN VANGUARD CORPORATION

4695 MacArthur Court, Suite 1250

Newport Beach, California 92660

April 22, 2011

Dear Stockholder:

It is our pleasure to invite you to attend the 2011 Annual Meeting of Stockholders (the �Annual Meeting�) of American Vanguard Corporation (the
�Company�). The Annual Meeting will be held in Newport Beach, California on Thursday, June 9, 2011. In the following pages you will find the
Secretary�s Notice of the Meeting and the Proxy Statement which describe the matters to come before the Annual Meeting.

If you plan to attend the meeting, please note the admission procedures on the Notice of the Meeting.

Whether or not you plan to attend the Annual Meeting, please vote your shares in one of the following ways, either: (i) by marking, dating and
signing the enclosed proxy card and returning it in the accompanying postage paid envelope as quickly as possible, (ii) via the Internet, by
following the instructions on your proxy card, or (iii) by calling the toll-free telephone number on your proxy card.

We are grateful for your continuing interest in American Vanguard Corporation. In person or by proxy, your vote is important. Thank you.

Sincerely,

AMERICAN VANGUARD CORPORATION

Eric G. Wintemute

President and Chief Executive Officer
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AMERICAN VANGUARD CORPORATION

4695 MacArthur Blvd., Suite 1250

Newport Beach, CA 92660

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS

To Be Held Thursday, June 9, 2011

To the Stockholders of American Vanguard Corporation:

The Annual Meeting of the Stockholders of American Vanguard Corporation, a Delaware corporation, will be held at the Newport Beach
Marriott Hotel & Spa, 900 Newport Center Drive, Newport Beach, California, on Thursday, June 9, 2011. The meeting will begin promptly at
11:00 a.m. local time. Matters to be voted on at the meeting are:

1. Elect nine (9) directors until their successors are elected and qualified;

2. Ratify the appointment of BDO USA, LLP (�BDO�) as independent registered public accounting firm for the year ending
December 31, 2011;

3. Hold an advisory vote on executive compensation;

4. Hold an advisory vote on the frequency of the advisory vote on executive compensation; and

5. Ratify the extension of the term of the Company�s Employee Stock Purchase Plan (�ESPP�) from December 31, 2010 to December 31,
2013.

Stockholders of record at the close of business on Friday, April 15, 2011 are entitled to notice of, and to vote at, the Annual Meeting and any
adjournments thereof. A copy of the Company�s Annual Report, including financial statements for the year ended December 31, 2010, is
enclosed with this Notice.

Please note that in order to be admitted to the Annual Meeting a person must furnish proof of his or her status as a stockholder at the
site of such meeting. This proof may take the form of a proxy card, if the person is a stockholder of record. If the shares are held
through an intermediary, such as a bank or broker, or holder of record, a recent brokerage statement or letter from a bank or broker is
an example of proof of ownership. You must also present valid photo identification.

It is important that your shares be represented whether or not you plan to attend the Annual Meeting. You may vote your shares in any of the
following ways, either: (i) by marking, dating and signing the enclosed proxy card and returning it in the accompanying postage paid envelope
as quickly as possible, or (ii) via the Internet, by following the instructions on your proxy card, or (iii) by calling the toll-free telephone number
on your proxy card. All shares represented by the enclosed proxy, if the proxy is properly executed and returned, will be voted as you direct. If
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you attend the meeting, you may withdraw your proxy at that time and vote your shares in person.

One final note: if you plan to attend the Annual Meeting in person, please RSVP by June 1, 2011 to William Kuser, Director of Investor
Relations, at either 949-221-6119 or RSVP2011AVD@amvac-chemical.com.

By Order of the Board of Directors

Timothy J. Donnelly

Chief Administrative Officer

General Counsel, & Secretary

Newport Beach, California

April 22, 2011
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AMERICAN VANGUARD CORPORATION

4695 MacArthur Court

Newport Beach, CA 92660

PROXY STATEMENT

Annual Meeting of Stockholders to be held June 9, 2011

Proxy Solicitation by the Board of Directors

The Board of Directors of American Vanguard Corporation. (the �Company�) is soliciting proxies to be voted at the Annual Meeting of
Stockholders of the Company to be held on Thursday, June 9, 2011, at the Newport Beach Marriott Hotel & Spa, 900 Newport Center Drive,
Newport Beach, California 92660, at 11:00 a.m., Pacific Daylight Time, and at any adjournments or postponements thereof (the �Annual
Meeting�). This proxy statement describes issues on which the Company would like you, as a stockholder, to vote. It also gives you information
on these issues so that you can make an informed decision. The approximate date on which this proxy statement and the enclosed form of proxy
are first being sent or given to stockholders is April 22, 2011.

The Board of Directors of the Company (the �Board of Directors� or the �Board�) has fixed the close of business on Friday, April 15, 2011 as the
record date for the determination of stockholders entitled to receive notice of, and to vote at, the Annual Meeting (the �Record Date�). At the
Record Date, 29,813,770 shares of common stock, par value $0.01 per share of the Company (�Common Stock�), were issued. Of that amount,
2,260,996 were held as treasury shares. Each share of Common Stock, excluding treasury shares, entitles its record holder on the Record Date to
one vote on all matters.

Important Notice Regarding the Availability of Proxy Materials for the Stockholders Meeting to be held on June 9, 2011. Our Proxy
Statement and our 2010 Annual Report to Stockholders are available at www.american-vanguard.com. This website address contains the
following documents: the Notice of the Annual Meeting; our Proxy Statement and our 2010 Annual Report to Stockholders. You are encouraged
to access and review all of the important information contained in the proxy materials before voting.

QUESTIONS AND ANSWERS

Why am I receiving this annual meeting information and proxy?

You are receiving this proxy statement from us because you owned shares of Common Stock of the Company as of the Record Date. This Proxy
Statement describes issues on which you may vote and provides you with other important information so that you can make informed decisions.

You may own shares of Common Stock in several different ways. If your stock is represented by one or more stock certificates registered in
your name, you have a stockholder account with our transfer agent, American Stock Transfer & Trust, which makes you a stockholder of record.
If you hold your shares in a brokerage, trust or similar account, you are a beneficial owner, not a stockholder of record.

What am I voting on?

You are being asked to vote on the election of nine (9) directors, the ratification of the appointment of BDO as the Company�s independent
registered public accounting firm auditor for fiscal year 2011, your
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recommendation on executive compensation as disclosed in the Proxy, your recommendation on both the holding and the frequency of an
advisory vote on executive compensation, and the ratification of the extension of the term of the Company�s ESPP from December 31, 2010 to
December 31, 2013. When you sign and mail the proxy card or submit your proxy by telephone or the Internet, you appoint Eric G. Wintemute
and Timothy J. Donnelly as your representatives at the Annual Meeting. When we refer to the �named proxies,� we are referring to Mr. Wintemute
and Mr. Donnelly. This way, your shares will be voted even if you cannot attend the meeting.

How do I vote my shares?

Record holders may vote in person at the Annual Meeting, or by using either the proxy card, the telephone or the Internet.

Persons who beneficially own stock can vote at the Annual Meeting provided that they obtain a �legal proxy� from the person or entity holding the
stock for him, typically a broker, bank or trustee. A beneficial owner can obtain a legal proxy by making a request to the broker, bank or trustee.
Under a legal proxy, the bank, broker or trustee confers all of its legal rights as a record holder (which, in turn, had been passed on to it by the
ultimate record holder) to grant proxies or to vote at the Annual Meeting.

Set forth below are the various means�Internet, telephone and mail�for voting without attending the Annual Meeting.

You may submit your proxy on the Internet. Stockholders of record and most beneficial owners of Common Stock may vote via the Internet.
Instructions for doing so are provided along with your proxy card or voting instruction form. If you vote on the Internet, please do not mail in
your proxy card. Subject to rules relating to broker non-votes, your Internet vote will authorize the named proxies to vote your shares in the
same manner as if you marked, signed and returned your proxy card.

You may submit your proxy by telephone. Stockholders of record and most beneficial owners of Common Stock may vote by telephone.
Instructions for doing so are provided along with your proxy card or voting instruction form. If you vote by telephone, please do not mail in your
proxy card. Subject to rules relating to broker non-votes, your telephone vote will authorize the named proxies to vote your shares in the same
manner as if you marked, signed and returned your proxy card.

You may submit your proxy by mail. Simply sign and date the proxy card or voting instruction form received with this proxy statement and mail
it in the enclosed prepaid and addressed envelope. If you mark your choices on the card or voting instruction form, your shares will be voted as
you instruct.

All proxy voting procedures, including those by the Internet and by telephone, will include instructions on how to withhold your vote
from any or all director nominees.

What if I change my mind after I submit my proxy?

You may revoke your proxy and change your vote irrespective of the method (i.e., telephone, Internet or mail) in which you originally voted by
delivering a later-dated proxy or by voting at the Annual Meeting. The later-dated proxy may be delivered by telephone, Internet or mail and
need not be delivered by the same means used in delivering the to-be-revoked proxy. You may do this at a later date or time by:

� Submitting a proxy by telephone or on the Internet (which may not be available to some beneficial holders); your latest telephone or
Internet proxy will be counted;

� Signing and delivering a proxy card with a later date; or

� Voting at the Annual Meeting (if you hold shares beneficially through a broker, you must bring a legal proxy from the record holder
in order to vote at the Annual Meeting)

2
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If you are a registered stockholder, you may obtain a new proxy card by contacting the Corporate Secretary, American Vanguard Corporation,
4695 MacArthur Court, Suite 1250, Newport Beach, California 92660, telephone (949) 260-1200. If your shares are held by a broker, bank or
trustee, you may obtain a new voting instruction form by contacting your broker, bank or trustee. If you sign and date the proxy card or the
voting instruction form and submit it in accordance with the accompanying instructions and in a timely manner, any earlier proxy card or voting
instruction form will be revoked and your choices on the proxy card or voting instruction form will be voted as you instruct.

How many shares must be present to hold the meeting?

Shares of Common Stock will be counted as present at the Annual Meeting if the stockholder is present and votes in person at the Annual
Meeting or has properly submitted and not revoked a proxy. A quorum must be present at the Annual Meeting in order to hold the Annual
Meeting and conduct business. Shares representing a majority of the voting power of the outstanding shares of Common Stock entitled to vote as
of the Record Date, present in person or by proxy, will be necessary to establish a quorum for the Annual Meeting. As noted above, treasury
shares are not entitled to vote and, therefore, are not counted in determining a quorum. Abstentions and non-votes will be counted for purposes
of determining the existence of a quorum at the Annual Meeting.

How many votes must the director nominees receive to be elected?

Directors shall be elected by a plurality of the votes cast by the holders of shares of Common Stock present in person or represented by proxy at
the Annual Meeting, and the nine nominees who receive the highest number of �FOR� votes will be elected. There is no cumulative voting for the
Company�s directors. A properly executed proxy withholding authority to vote for one or more nominees with respect to the election of directors
will not be voted for the director(s) from whom authority to vote is withheld. However, the shares represented will be counted for purposes of
determining whether there is a quorum. Withheld votes and broker non-votes, if applicable, will not be taken into account in determining the
outcome of the election of directors.

How many votes must be received in order for the other proposals to be ratified?

Approval for all other proposals (the appointment of BDO as independent auditors, to recommend executive compensation, to recommend the
holding and the frequency of an advisory vote on executive compensation and the extension of the term of the ESPP) will require the affirmative
vote of a majority of the votes cast at the meeting.

How will my shares be votes, and what are broker non-votes?

All proxies received and not revoked will be voted as directed. If you are a stockholder of record who submits a proxy but does not indicate how
the proxies should vote on one or more matters, the named proxies will vote as recommended by the Company. However, if you are not a
stockholder of record (in other words, your shares are held by a broker) and you do not provide instructions to the broker on how to vote, then
your proxy will be counted (i) as a vote �FOR� the ratification of BDO as independent outside auditors, and (ii) as a �broker non-vote� toward all
other measures. A broker non-vote does not count as a vote either for or against a measure; however, because all but one the proposals require a
majority vote for passage, it is possible that a measure could fail to pass if there are a large number of broker non-votes. Accordingly, if you
want to ensure the passage of a matter, then it is important that you provide voting instructions on that matter.

Who pays the costs of proxy solicitation?

The expenses of soliciting proxies for the Annual Meeting are to be paid by the Company. Solicitation of proxies may be made by means of
personal calls upon, or telephonic or telegraphic communications with, stockholders or their personal representatives by directors, officers,
employees and consultants of the Company
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who will not be specially compensated for such services. Although there is no formal agreement to do so, the Company may reimburse banks,
brokerage houses and other custodians, nominees and fiduciaries for their reasonable expenses in forwarding this Proxy Statement to
stockholders whose Common Stock is held of record by such entities.

What business may be properly brought before the meeting and what discretionary authority is granted?

Nominations for Directors for the Annual Meeting. The Nominating & Corporate Governance (�N&CG�) Committee has established guidelines
setting forth certain advance notice procedures relating to the nomination of directors (the �Nomination Procedure�) and no person nominated by a
stockholder will be eligible for election as a director unless nominated in accordance with the provisions of the Nomination Procedure. Under
the terms of the Nomination Procedure, to be timely for the Annual Meeting, a stockholder�s notice must have been delivered to or mailed and
received at the principal executive offices of the Company by no later than March 11, 2011. The Company did not receive any director
nominations for the Annual Meeting under the Nomination Procedure. Notwithstanding the provisions of the Nomination Procedure, a
stockholder also must comply with all applicable requirements of the Securities Exchange Act of 1934, as amended (the �Exchange Act�) and the
rules and regulations thereunder with respect to the matters set forth in the Nomination Procedure.

Stockholder Proposals for the Annual Meeting. The N&CG Committee has also adopted certain advance notice procedures for properly bringing
business, other than director nominations, before a meeting of the stockholders (the �Stockholder Proposal Procedure�)�whether or not to be
included in the Company�s proxy materials. Under the terms of the Stockholder Proposal Procedure, to be timely for the Annual Meeting, a
stockholder must have delivered a notice regarding a proposal delivered to the principal executive offices of the Company by no later than
January 11, 2011. The Company did not receive any stockholder proposal for the Annual Meeting pursuant to the Stockholder Proposal
Procedure. The presiding officer of the Annual Meeting shall, if the facts warrant, determine and declare to the meeting that business was not
properly brought before the meeting in accordance with the provisions of the Stockholder Proposal Procedure, and if he should so determine, he
shall so declare to the meeting and any such business not properly brought before the meeting shall not be transacted.

The Company has no knowledge or notice that any business other than as set forth in the Notice of Annual Meeting will be brought before the
Annual Meeting. For information related to the application of the Nomination Procedure and the Stockholder Proposal Procedure for the 2012
Annual Meeting, see the discussion in this Proxy Statement under the caption �Proposals for Submission at Next Annual Meeting� and
�Stockholder Nomination of Directors�.

Is a list of stockholders entitled to vote at the meeting available?

A list of stockholders of record entitled to vote at the Annual Meeting will be available at the Annual Meeting. It also will be available Monday
through Friday from April 29, 2011 through June 8, 2011, between the hours of 9 a.m. and 4 p.m., Pacific Daylight Time, at the offices of the
Corporate Secretary, 4695 MacArthur Court, Suite 1250, Newport Beach, California 92660. A stockholder of record may examine the list for
any legally valid purpose related to the Annual Meeting.

Where can I find the voting results of the meeting?

We will publish the final results in a Form 8-K within four business days after the Annual Meeting. You can read or print a copy of that report
by going to the Company�s website, www.american-vanguard.com, and then choosing Investor Relations, Securities Exchange Commission
(�SEC�) Filings. References to our website in this proxy statement are not intended to function as hyperlinks and the information contained on our
website is not intended to be incorporated by reference into this proxy statement. You can find the same Form 8-K by going directly to the SEC
EDGAR files at www.sec.gov. You can also get a copy by calling us at (949) 260-1200, or by calling the SEC at (800) SEC-0330 for the location
of a public reference room.
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The following sets forth the names and certain information with respect to the persons nominated for election as directors, all of whom have had
the same principal occupation for more than the past five years, except as otherwise noted. All such nominees have consented to serve, and eight
of the nine nominees are now directors (those eight were elected by the stockholders at the 2010 annual meeting of stockholders).

NOMINEES FOR ELECTION AS DIRECTORS�QUALIFICATIONS & EXPERIENCE

Lawrence S. Clark, age 52, has served as a director since 2006. Mr. Clark is the Chief Operating Officer (�COO�) and Chief Financial Officer
(�CFO�) for Legendary Pictures, a motion picture production company that develops, co-produces and co-finances major motion pictures in
partnership with Warner Bros. and has served in that capacity since 2004. From 2003 � 2004 he provided financial and corporate development
consulting services to media and entertainment clients. From 2000 to 2003, Mr. Clark was the CFO of Creative Artists Agency, a leading
entertainment talent, literary and marketing agency. From 1997 to 2000, he served as Senior Vice President, Corporate Development for Sony
Pictures Entertainment. Mr. Clark was Director�International for The Carlyle Group, a private equity firm, from 1995 to 1997. In 1992, he
co-founded Global Film Equity Corp., which provided strategic, business advisory and capital raising services to media companies. From 1989
to 1992, Mr. Clark was Vice President, Corporate Finance at Salomon Brothers, Inc. Prior to that, he was a Corporate Finance Associate at
Goldman Sachs & Co. from 1987 to 1989. Mr. Clark brings a financial discipline and analytical approach that make him a valuable asset to the
Board.

Debra F. Edwards, age 57, is not, at this time, a director with the Company. Dr. Edwards currently serves as Senior Managing Scientist at
Exponent�s Health Sciences Center for Chemical Regulation and Food Safety. She has more than 28 years of experience specializing in pesticide
residue chemistry, human health risk assessment, human health and ecological risk management, registration, re-registration and regulatory
policy development. The majority of her career has been spent in leading large scientific and regulatory organizations within the United States
Environmental Protection Agency (�USEPA�), culminating in her serving as Director of the Office of Pesticide Programs. Except for a two-year
stint in Guatemala as a volunteer in the United States Peace Corp. (1997 � 1999), Dr. Edwards worked for the USEPA from 1985 until 2010.
Dr. Edwards holds a Ph.D. and a Masters Degree. in Plant Pathology, has been the recipient of numerous academic and professional honors,
including the Presidential Rank Award for Meritorious Service as a Senior Executive, and has published and made presentations in national and
international fora on pesticide regulation, food safety and integrated pest management. Given the large number of active ingredients that the
Company has registered for use across the globe and the rapidly changing and increasingly challenging regulatory climate, Dr. Edwards would
be a valuable asset for assisting the board in mapping out the strategy for product defense, regulatory compliance both domestically and
internationally, and in the evaluation of product line acquisitions. She also has extensive experience in product stewardship and worker safety
issues. In the fourth quarter of 2010, the Company used Dr. Edwards� services, through a contractual arrangement with Exponent Inc., for
technical advisory assistance in certain projects involving product defense and stewardship.

Alfred F. Ingulli, age 69, has served as a director since 2010. Mr. Ingulli served as Executive Vice President of Crompton Corporation (later
Chemtura Corporation), a $3 billion specialty chemical company from 1989 through 2004, in which capacity he was responsible for the
company�s global agricultural chemical business, a $300 million business with the highest operating profit margin in the industry. In 2004, he
also served as a member of Crompton�s executive committee, which consisted of the Chief Executive Officer (�CEO�), CFO and one other
executive vice president. Mr. Ingulli currently serves on the board of directors of PBI/Gordon, Inc., a marketer of specialty chemicals in turf and
ornamental, lawn and garden and animal health markets and serves as a member of the compensation committee and audit committee of that
board. Further, from 1996 � 2004, he served on the board of directors of Gustafson LLC, a manufacturer of seed treatment products and
application equipment, and was chairman of that board from 2002 � 2004. From 1990 � 2004, Mr. Ingulli also served as a board member of
CropLife America (where he served as Chairman of the Board from 2002 � 2004), which is a nationwide not-for-profit trade organization
representing member companies that produce, sell, and distribute most of the active compounds used in crop protection products registered for
use in the United States. Mr. Ingulli
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brings to our board an in-depth knowledge of our industry and income statement responsibility at the highest level. With his background, he can
serve not only as a mentor to senior managers at the Company, but also as an advisor on implementing processes and resources to improve
profitability and efficiencies within the organization.

John L. Killmer, age 61, has served as a director in December 2008. Mr. Killmer was responsible for Global Marketing, Product and Supply
Chain Management for Arysta LifeSciences Corporation (�Arysta�), a large privately held crop protection and life science company, from
November 2004 through June 2008. At Arysta, Mr. Killmer had global responsibility for marketing and product management and, in addition,
was responsible for global supply chain management. From 1980 to November 2004 he served in various capacities with Monsanto Company
(�Monsanto�) including three years as President of Monsanto Greater China from 2001 to 2003. Mr. Killmer possesses a rare combination of
considerable technical expertise and business acumen. A trained scientist, Mr. Killmer began his professional career focusing on technology and
ascended the corporate ladder with increasing P&L responsibility. He served as pro-tem Director of Technology for the Company from March
2009 through December, 2010, during which time he has evaluated the Company�s technology infrastructure and added multiple resources (both
people and equipment) to help enhance the Company�s domestic manufacturing and process and formulation technology. On December 1, 2010,
Mr. Killmer stepped down from his pro-tem position, as the Company hired a permanent Vice President of Technology (Johann Venter).

John B. Miles, age 67, has served as a director since March 1999. Mr. Miles was a Partner with the law firm McDermott Will & Emery and held
the position of Partner from 1987 to 2007. He currently serves as employee counsel to that firm. Prior to 1987, Mr. Miles was a partner with
Kadison Pfaelzer Woodward Quinn & Rossi. Mr. Miles has previously served on boards of directors for public and private corporations.
Mr. Miles brings to the Board a wealth of experience in the realm of securities, mergers and acquisitions, business combinations and corporate
governance. During his professional career, he has advised many public company boards on their fiduciary responsibilities. As a practicing
attorney, Mr. Miles remains current on legal matters that may affect the Company�s Board and its operations.

Carl R. Soderlind, age 77, has served as a director since June 2000. Mr. Soderlind served as Chairman and CEO of Golden Bear Oil Specialties,
a producer of niche specialty oil and chemical products used in a variety of industrial applications from 1997 to 2001. From 1961 to 1996 he
served in various capacities of Witco Corporation, with his most recent position being Senior Executive Vice President and member of the
Management Committee. Mr. Soderlind has extensive experience in running businesses in both specialty oil and chemical products.
Mr. Soderlind�s many years working in investor relations have given him an in-depth knowledge of the public markets and a keen awareness of
investors� expectations. During his professional career, Mr. Soderlind specialized in growing businesses through well-timed acquisitions of
product lines and companies. With his experience in running businesses within the chemical sector, investor relations, and Mergers and
Acquisitions (�M&A�) work, Mr. Soderlind brings sound judgment to the Board.

Irving J. Thau, age 71, has served as a director since September 2003. From 1962 to 1995, he held various positions with Ernst & Young LLP,
where his primary responsibilities were directing and providing accounting, auditing, and business advisory services to publicly held and
privately owned organizations. He was admitted to partnership in 1974, and most recently served as Ernst & Young�s West Region Director of
Financial Advisory Services. In 1995, Mr. Thau founded Thau and Associates, Inc., a financial consulting company of which he currently serves
as President. Further, his financial acumen and depth of experience in audit work have served the Board as a valuable resource for financial
planning and financial reporting. He has given the Company direction in designing its accounting and processes and provided valuable advice on
complex accounting issues.

Eric G. Wintemute, age 55, has served as a director since June 1994. Mr. Wintemute has also served as President and CEO since July 1994. He
was appointed Executive Vice President and COO of the Company in January 1994. Mr. Wintemute has been at the helm of the Company
during its years of greatest growth.
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With 17 years experience on this Board, 32 years experience at the Company (17 years as CEO) and membership in leading crop protection
trade groups (recently, as Chairman of CropLife America), Mr. Wintemute brings a broad industry perspective to the Board. His interaction with
the heads of our competitors, suppliers and customers; legislators; and enforcement authorities has enabled him to identify economic,
technological and political trends affecting the Company. This is an invaluable resource to the Board, particularly when evaluating future
business plans and providing strategic direction to the Company.

M. Esmail Zirakparvar, age 61, has served as a director since June 2010. Most recently, Mr. Zirakparvar served in executive positions at Bayer
CropScience AG. From 2002 � 2004 he served as COO and member of the Bayer CropScience AG�s Board of Management in Germany and from
2004 � 2006 as Head of Region of Americas, President & CEO of Bayer CropScience LP�USA and Member of the Bayer CropScience AG
Executive Committee. Prior to that, he served in various executive positions at Rhone-Poulenc Agrochemie and Aventis CropScience from 1986
� 2001, ultimately as Head of Portfolio Management and member of the Global Executive Committee in Lyon, France for these companies. In
addition to his hands-on experience in product development, regulatory matters, project management, and management of agricultural chemical
businesses, Mr. Zirakparvar has helped to oversee the integration, management and direction of one of the largest global agricultural chemical
companies. With his background, he gives the board a world-class sense of perspective and strategic direction and is an invaluable asset for
helping to guide the Company down a path of growth and prosperity in the future.

DEPARTING DIRECTORS�QUALIFICATIONS & EXPERIENCE

Herbert A. Kraft, age 87, has served as Chairman or Co-Chairman of the Board since July 1994. Mr. Kraft served as Chairman of the Board and
CEO from 1969 to July 1994. With over 40 years of service on the Board, Mr. Kraft presided over the growth of the Company from a start-up
enterprise to a public company of its current size. A trained CPA, he brought to the Board a keen financial acumen, which he used in conjunction
with advising the Company on matters ranging from acquisitions to structuring our indebtedness. Further, Mr. Kraft maintained an in-depth
understanding of the Company�s risk profile, and, as the largest individual holder of our common stock, provided the authentic perspective of a
long-term shareowner.

7

Edgar Filing: AMERICAN VANGUARD CORP - Form DEF 14A

14



BOARD DIVERSITY AND LEADERSHIP

In evaluating persons for potential service on the Board, we seek, above all, the most qualified candidates. At a minimum, viable candidates
must have ample professional experience and business acumen befitting a director of a public company. In addition, we believe that a fully
functioning board should include members having diverse backgrounds, including, for example, industry-specific experience, international
experience, P&L responsibility in a public company, accounting and audit expertise, corporate governance expertise, scientific and technological
credentials, manufacturing experience and M&A experience. Other considerations, such as gender, race and age, are of secondary importance.
While the Nominating and Governance Committee does not have an express policy with respect to diversity in identifying or selecting nominees
for the Company�s Board, in evaluating nominees, the Committee does assesses the background of each candidate in a number of different ways,
including how the individual�s qualifications complement, strengthen and enhance those of existing Board members as well as the future needs of
the Board. During the Board�s annual self-evaluation, and at other times during the year, the Directors assess the Board�s performance and ways
in which such performance can be improved. With respect to the nomination of continuing directors for re-election, the individual�s contributions
to the Board are also considered.

The Board of Directors does not have a policy on whether or not the role of the Chairman of the Board and the Chief Executive Officer should
be separate or, if it is to be separate, whether the Chairman of the Board should be selected from the non-employee directors or be an employee.
For many years, the position of Chairman of the Board has been separate from that of CEO. While we believe that this separation has served the
Board well, we continue to maintain that Board leadership should be defined according to the stockholders� best interests as measured against
current circumstances. Further, we believe that the factor of paramount importance is not whether the roles of Chairman and CEO need to be
held by two people; rather, it is most important to ensure that non-management directors maintain a sufficient level of leadership and objectivity.
This can be accomplished through having either a non-management Chairman or a non-management lead director.

RISK OVERSIGHT

The Company�s Board of Directors has formally assumed responsibility for risk oversight. In 2010, working with enterprise risk management
consultants at Lockton, Inc. (the Company�s primary insurance broker), senior management conducted an in-depth risk analysis as a first step
toward implementing an enterprise risk management program at the Company. As that analysis was proceeding, the Board formed a Risk
Committee consisting of Messrs. Killmer (as chairman), Ingulli, Thau and Zirakparvar, to take on primary responsibility for risk oversight. The
Risk Committee meets regularly (at least four times per year) and coordinates primarily with the Risk Manager and the Chief Executive Officer
of the Company. Senior management has also appointed a team of managers to serve as an executive risk committee, which serves to conduct
analysis of risks, to identify mitigation measures and to implement those measures. Through the continuing efforts begun with Lockton, the
Company has identified several material risks facing the company and has identified risk owners responsible for marshalling the resources and
leading a team to address those risks. The specific risk has been incorporated into each risk-owner�s 2011 performance goals, upon which, in part,
2011 job performance and incentive compensation are based. The risk owners periodically report their progress through the Risk Manager to the
Risk Committee. Over the course of the year, the Risk Committee will ensure that, in addition to working on previously identified risks, the Risk
Manager and executive risk committee will monitor and update the Company�s risk profile.
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CORPORATE GOVERNANCE OF THE COMPANY

Strong corporate governance is an integral part of the Company�s core values, supporting the Company�s growth mission. The Company is
committed to having sound corporate governance principles and practices. Please visit the Company�s website at www.american-vanguard.com
for the Company�s current Audit Committee Charter, Compensation Committee Charter, Nominating and Corporate Governance Committee
Charter, Finance Committee Charter, the Code of Ethics and Conduct and the Employee Complaint Procedures for Accounting and Auditing
Matters, and Corporate Governance Guidelines, all of which are available in print to any stockholder upon request.

THE INDEPENDENCE OF DIRECTORS

It is the expectation and practice of the Board that, in their roles as members of the Board, all members will exercise their independent judgment
diligently and in good faith and in the best interests of the Company and its stockholders as a whole, notwithstanding any member�s other
activities or affiliations.

The Board currently consists of nine members. The Board has determined that Messrs. Lawrence S. Clark, Alfred F. Ingulli, John L. Killmer,
John B. Miles, Carl R. Soderlind, Irving J. Thau, and M. Esmail Zirakparvar, who constitute a majority of the Board, and nominee Debra F.
Edwards are �independent� in accordance with the applicable rules and listing standards currently prescribed by the New York Stock Exchange for
general service on the Board. The Board�s determination concerning independence was based on information provided by the Company�s
directors and discussions among the Company�s directors. The Board will re-examine the independence of each of its members at least once per
year and more frequently during the year if there is any change in a member�s material relationship with the Company that would interfere with
the member�s exercise of independent judgment.

MEETINGS OF THE BOARD

The Board met six times during the year ended December 31, 2010. All directors attended at least 75% of the aggregate of the number of
meetings of the Board and the total number of meetings held by all committees of the Board for which they served.

The non-management directors of the Company meet at regularly scheduled executive sessions without any member of the Company�s
management present. The individual who presides at these executive sessions is currently Herbert A. Kraft. Interested parties who wish to
communicate with the presiding director or with non-management directors may do so by email to directors@amvac-chemical.com.

The Board does not mandate that its members attend the Annual Meeting of Stockholders. All directors did attend the 2010 Annual Meeting of
Stockholders.

COMMITTEES OF THE BOARD

Audit Committee

The Audit Committee is currently composed of Messrs. Irving J. Thau (Chairperson), Lawrence S. Clark, Alfred F. Ingulli and Carl R.
Soderlind, who are all non-employee directors and are financially literate. The Board has determined that all members of the Audit Committee
are independent directors under the applicable rules and regulations currently prescribed by the SEC and the applicable rules and listing
standards currently prescribed by the New York Stock Exchange, and that each of Irving J. Thau and Lawrence S. Clark are �audit committee
financial experts� within the meaning of applicable SEC rules and regulations. The Audit Committee held five meetings during the year ended
December 31, 2010.
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The responsibilities of the Audit Committee are set forth in the current Audit Committee Charter, which is available on the Company�s website
(www.american-vanguard.com), and include:

� Employing the independent auditors, subject to stockholder ratification, to audit the Company�s consolidated financial statements.

� Pre-approving all services performed by the independent auditors.

� Providing oversight on the external reporting process and the adequacy of the Company�s internal controls.

� Reviewing the scope of the audit activities of the independent auditors and appraises audit efforts.

� Reviewing services provided by the independent auditors and other disclosed relationships as they bear on the independence of the
independent auditors.

� Establishing procedures for the receipt, retention and resolution of complaints, if any, regarding accounting, internal controls or
auditing matters.

Please also see the Audit Committee Report contained in this Proxy Statement.

Compensation Committee

The Compensation Committee is currently composed of Messrs. Lawrence S. Clark (Chairperson), Carl R. Soderlind and John B. Miles. The
Board has determined that all members of the Compensation Committee are independent directors under the applicable rules and listing
standards currently prescribed by the New York Stock Exchange. The Board has also determined that at least two members of the Compensation
Committee, who will administer the Company�s compensation plan(s), are �non-employee directors� under Rule 16b-3 of the Securities Exchange
Act of 1934, as amended (the �Exchange Act�) and are �outside directors� under Section 162(m) of the Internal Revenue Code of 1986. The
Compensation Committee held four meetings during the year ended December 31, 2010.

The responsibilities of the Compensation Committee are set forth in the current Compensation Committee Charter, which is available on the
Company�s website (www.american-vanguard.com), and include:

� Establishing executive compensation policy consistent with corporate objectives and stockholder interest.

� Overseeing process for evaluating CEO performance against Board-approved goals and objectives and recommending to the Board
compensation for the CEO.

� Administering grants under the Company�s compensation plan(s).
Please also see the Compensation Committee Report contained in this Proxy Statement.

Nominating and Corporate Governance Committee

The Nominating and Corporate Governance Committee is currently composed of Messrs. John B. Miles (Chairperson), Carl R. Soderlind and M.
Esmail Zirakparvar. The Board has determined that all members of the Nominating and Corporate Governance Committee are independent
directors under the applicable rules and listing standards currently prescribed by the New York Stock Exchange. The Nominating and Corporate
Governance Committee held four meetings during the year ended December 31, 2010.
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The responsibilities of the Nominating and Corporate Governance Committee are set forth in the current Nominating and Corporate Governance
Committee Charter, which is available on the Company�s website (www.american-vanguard.com), and include:

� Recommending to the Board nominees for election to the Board of Directors.
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� Reviewing principles, policies and procedures affecting directors and the Board�s operation and effectiveness.

� Overseeing evaluation of the Board and its effectiveness.
Finance Committee

The Finance Committee is currently composed of Messrs. Herbert A. Kraft (Chairperson), John L. Killmer, Irving J. Thau, Alfred F. Ingulli and
M. Esmail Zirakparvar. The Finance Committee held six meetings during the year ended December 31, 2010.

The responsibilities of the Finance Committee are set forth in the current Finance Committee Charter, which is available on the Company�s
website (www.american-vanguard.com) and involves working with senior management of the Company to evaluate, investigate and recommend
changes to the Board of Directors in the area of corporate finance including, among other things:

� The incurrence or refinancing of indebtedness,

� The issuance or amendment of the Company�s equity securities,

� Product line acquisitions and restructuring activity, and

� Short-term and long-term financing plans.
Risk Committee

The Risk Committee is currently composed of Messrs. John L. Killmer (chairman), Alfred F. Ingulli, Irving J. Thau and M. Esmail Zirakparvar.
The Risk Committee held two meetings during the year ended December 31, 2010. The primary responsibility of the Risk Committee is to
oversee risk management at the Company and to ensure that the Company continuously monitors material risks, identifies mitigation measures
for those risks, and takes commercially practicable measures to minimize those risks to the fullest extent possible. The committee works with the
Company�s Risk Manager and senior management to conduct (or cause to be conducted) periodic assessments of the Company�s risk profile and
to ensure (i) that adequate resources are made available to address and mitigate risks, where possible, (ii) that risk owners are identified and
made accountable for addressing these risks, and (iii) that the practice of monitoring and addressing these risks becomes a part of the Company�s
culture.
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REPORT OF THE AUDIT COMMITTEE

The responsibilities of the Audit Committee, which are set forth in the Audit Committee Charter, include providing oversight to the Company�s
financial reporting process through periodic meetings with the Company�s independent registered public accounting firm and management to
review accounting, auditing, internal controls and financial reporting matters. The management of the Company is responsible for the
preparation and integrity of the financial reporting information and related systems of internal controls. The Audit Committee, in carrying out its
role, relies on the Company�s senior management, including senior financial management, and its independent auditors.

We have reviewed and discussed with senior management the Company�s audited financial statements included in the Company�s Annual Report
on Form 10-K for filing with the SEC. Management has confirmed to us that such financial statements (i) have been prepared with integrity and
objectivity and are the responsibility of management and (ii) have been prepared in conformity with generally accepted accounting principles.

We have discussed with BDO, the Company�s independent registered public accounting firm, the matters required to be discussed under
statement on Auditing Standards No. 61, Communications with Audit Committees (�SAS 61�), as amended and as adopted by the Public Company
Accounting Oversight Board (�PCAOB�) in Rule 3200T. SAS 61 requires our independent auditors to provide us with additional information
regarding the scope and results of their audit of the Company�s financial statements, including with respect to (i) their responsibility under
generally accepted auditing standards, (ii) significant accounting policies, (iii) management judgments and estimates, (iv) any significant audit
adjustments, (v) any disagreements with management, and (vi) any difficulties encountered in performing the audit(s).

We have received from BDO, a letter providing the disclosures required by PCAOB Ethics and Independence Rule 3526 (Communication with
Audit Committees Concerning Independence) with respect to any relationships between BDO and the Company that in their professional
judgment may reasonably be thought to bear on independence. BDO has discussed its independence with us, and has confirmed in such letter
that, in its professional judgment, it is independent of the Company within the meaning of the federal securities laws.

Based on the review and discussions described above with respect to the Company�s audited financial statements, we have recommended to the
Board that such financial statements be included in the Company�s Annual Report on Form 10-K for filing with the SEC.

As specified in the Audit Committee Charter, it is not the duty of the Audit Committee to plan or conduct audits or to determine that the
Company�s financial statements are complete and accurate and in accordance with generally accepted accounting principles. That is the
responsibility of management and the Company�s independent auditors. In addition, it is not the duty of the Audit Committee to conduct
investigations, to resolve disagreements, if any, between management and the independent auditors, or to assure compliance with laws and
regulations and the Company�s Code of Conduct and Ethics. In giving our recommendation to the Board, we have relied on (i) management�s
representation that such financial statements have been prepared with integrity and objectivity and in conformity with generally accepted
accounting principles, and (ii) the report of the Company�s independent registered public accounting firm with respect to such financial
statements.

AUDIT COMMITTEE

Irving J. Thau, Chairman

Carl R. Soderlind, Member

Lawrence S. Clark, Member

Alfred F. Ingulli, Member

April 22, 2011
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COMMON STOCK OWNERSHIP OF CERTAIN BENEFICIAL OWNERS

To the knowledge of the Company, the ownership of the Company�s outstanding Common Stock as of December 31, 2010, by persons who are
beneficial owners of 5% or more of the outstanding Common Stock is set forth below.

Name and Address of Beneficial Owner

Amount and Nature
of

Beneficial Ownership(*)
Percent of

Class
Heartland Advisors, Inc. 4,545,522 16.5% 
789 North Water Street

Milwaukee, WE 53202

Herbert A. Kraft 3,238,633(1) 11.8% 
4695 MacArthur Court

Newport Beach, CA 92660

T. Rowe Price Associates, Inc. 2,830,362 10.3% 
100 E. Pratt Street

Baltimore, MD 21202(*)

FMR LLC 1,740,646 6.3% 
82 Devonshire Street

Boston, MA 02109(*)

Blackrock, Inc . 1,721,581 6.3% 
40 East 52nd Street

New York, NY 10022

Wellington Management Company, LLP . 1,720,100 6.2% 
280 Congress Street

Boston, MA 02210

Eric G. Wintemute 1,576,767(2) 5.7% 
4695 MacArthur Court

Newport Beach, CA 92660

(*) Based on information reported to the SEC by or on behalf of such beneficial owner.
(1) Mr. Kraft owns all his shares with his spouse in a family trust where he and his spouse are co-trustees, except as to 13,834 shares held in

an Individual Retirement Account.
(2) This figure includes 450,000 shares of Common Stock Mr. Eric Wintemute is entitled to acquire pursuant to stock options exercisable

within sixty days of this Report. Mr. Wintemute shares voting and investment power with his spouse with respect to certain shares,
including 139,336 shares of Common Stock owned by Mr. Wintemute�s two children for whom Mr. Wintemute and his spouse are trustees
or custodians and for which he disclaims beneficial ownership.
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To the knowledge of the Company, the ownership of the Company�s outstanding Common Stock as of December 31, 2010, by persons who are
directors and nominees for directors, the executive officers of the Company named in the Summary Compensation Table, and by all directors
and officers as a group is set forth below. Unless otherwise indicated the Company believes that each of the persons set forth below has the sole
power to vote and to dispose of the shares listed opposite his name.

Office (if any)

Name and
Address
Beneficial
Owner

Amount and Nature of
Beneficial Ownership

Percent
of Class

Chairman Herbert A.
Kraft

4695
MacArthur
Court

Newport
Beach, CA
92660

3,238,633(1) 11.8% 

Director,

President &
CEO

Eric G.
Wintemute

4695
MacArthur
Court

Newport
Beach, CA
92660

1,576,767(2) 5.7% 

Director John B.
Miles

4695
MacArthur
Court

Newport
Beach, CA
92660

100,348(3) (8) 

Director Carl R.
Soderlind

4695
MacArthur
Court

Newport
Beach, CA
92660

89,303 (8) 

Director Lawrence S.
Clark

4695
MacArthur

26,797(4) (8) 
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Court

Newport
Beach, CA
92660

Director Irving J.
Thau

4695
MacArthur
Court

Newport
Beach, CA
92660

25,466 (8) 

Director John L.
Killmer

4695
MacArthur
Court

Newport
Beach, CA
92660

13,714 (8) 

Director Alfred F.
Ingulli

4695
MacArthur
Court

Newport
Beach, CA
92660

6,289 (8) 

Director M. Esmail
Zirakparvar

4695
MacArthur
Court

Newport
Beach, CA
92660

6,289 (8) 

Nominee
Director

Debra F.
Edwards

4695
MacArthur
Court

Newport
Beach, CA
92660

�  The estimated amortization expense for intangible assets is approximately $1.2 million for the remainder of 2008 and $5.5 million in each of the next four years and then $27.2 million thereafter.
8. Assets Held for Sale
     During the fourth quarter of 2007, management entered into a plan to exit the building located in Stratford, Canada. The facility, which was acquired as part of the TB Wood�s acquisition is to be combined with the Company�s existing facilities in 2008. In the first quarter of 2008, management entered into a plan to exit two buildings, one in Scotland, Pennsylvania and one in Chattanooga, Tennessee. The two buildings were the operating facilities for the Electronics Division. The Company currently leases the space in Chattanooga & Scotland to Vacon. The net book value for all of the buildings is less than the fair market value less cost to sell and therefore no impairment loss has been recorded. In accordance with SFAS 144, the buildings are classified as an asset held for sale in the condensed consolidated balance sheet.
9. Warranty Costs
Changes in the carrying amount of accrued product warranty costs for the quarters ended September 27, 2008 and September 29, 2007 are as follows:
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September 27, 2008 September 29, 2007
Balance at beginning of period $ 4,098 $ 2,083
Accrued warranty costs 1,562 1,428
Balance assumed with TB Wood�s acquisition � 224
Payments and adjustments (2,413) (336)

Balance at end of period $ 3,247 $ 3,399

10. Income Taxes
The estimated effective income tax rates recorded for the quarters ended September 27, 2008 and September 29, 2007 were based upon management�s best estimate of the effective tax rate for the entire year. The change in the effective tax rate for continuing operations from 32.3% at September 29, 2007 to 31.7% at September 27, 2008, principally relates to a change in the earnings mix among tax jurisdictions. The 2008 tax rate differs from the statutory rate due to the impact of non-U.S. tax rates and permanent differences.
The Company adopted the provisions of FASB interpretation No. 48, �Accounting for Uncertainty in Income Taxes � an interpretation of FASB 109� (�FIN 48�) as of January 1, 2007. At September 27, 2008, the Company had $3.1 million of unrecognized tax benefits, of which $0.6 million, if recognized, would reduce the Company�s effective tax rate and $2.2 million would result in a decrease to goodwill. We do not expect the amount of unrecognized tax benefit disclosed above to change significantly over the next 12 months.
The Company and its subsidiaries file consolidated and separate income tax returns in the U.S. federal jurisdiction as well as in various state and foreign jurisdictions. In the normal course of business, the Company is subject to examination by taxing authorities in all of these jurisdictions. With the exception of certain foreign jurisdictions, the Company is no longer subject to income tax examinations for the tax years prior to 2005. Additionally, the Company has indemnification agreements with the sellers of the Kilian entities, Power Transmission Holding, LLC and the Hay Hall entities, which provides for reimbursement to the Company for payments made in satisfaction of tax liabilities relating to pre-acquisition periods.
The Company recognizes interest and penalties related to unrecognized tax benefits as a component of income tax expense in the condensed consolidated statements of income and comprehensive income. At both December 31, 2007 and September 27, 2008, the Company had $1.7 million of accrued interest and penalties, respectively.
11. Pension and Other Employee Benefits
Defined Benefit (Pension) and Post-retirement Benefit Plans
     The Company sponsors various defined benefit (pension) and post-retirement (medical, dental and life insurance coverage) plans for certain, primarily unionized, active employees (those in the employment of the Company at or hired since November 30, 2004). Additionally, the Company assumed all post-employment and post-retirement welfare benefit obligations with respect to active U.S. employees in connection with its acquisition of certain subsidiaries of Colfax on November 30, 2004.
     In July 2008, the Company reached a new collective bargaining agreement with the union at the Company�s Warren, Michigan facility. One of the provisions of the new agreement eliminates benefits that employees are entitled to receive through the other post employment benefit plan. The post-employment health care benefits will be terminated as of December 31, 2008.
     One of the Company�s four U.S. collective bargaining agreements expired in September 2007. The negotiations resulted in a provision to close the Erie, Pennsylvania plant by December 2008 through the transfer of manufacturing equipment to other existing facilities and a ratable reduction in headcount. The plant closure triggered a special retirement pension feature and plan curtailment.
     Under the special retirement pension feature, plan participants become eligible for pension benefits at an age earlier than the normal retirement feature would allow provided that service is broken by permanent shutdown, layoff or disability. The pension benefit is increased by a special supplemental benefit payment on a monthly basis and a special one time payment at the time of retirement.
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     The curtailment and special termination benefits were approximately $2.9 million for the year ended December 31, 2007.
     In August 2008, an announcement was made that the Company would no longer be closing the plant in Erie, Pennsylvania and that the Company would continue to employ those employees that had not previously been terminated. As a result of this announcement, the remaining employees are no longer eligible for the special retirement pension feature under the pension plan. The Company has recorded a $1.5 million adjustment to the minimum pension liability and the pension liability. The minimum pension liability, recorded in accumulated other comprehensive income, will be amortized over the average expected remaining life expectancy of the participants of the plan.
     The following table represents the components of the net periodic benefit cost associated with the respective plans for the quarters and year to date periods ended September 27, 2008 and September 29, 2007:

Quarter Ended
Pension Benefits Other Benefits

September 27, 2008 September 29, 2007 September 27, 2008 September 29, 2007
Service cost $ 16 $ 66 $ 13 $ 18
Interest cost 378 327 50 49
Expected return on plan assets (326) (266) � �
Amortization of prior service cost (income) � 2 (244) (243)
OPEB curtailment gain � � (107) �
Amortization of net (gain) � � (7) (53)

Net periodic benefit cost (income) $ 68 $ 129 $ (295) $ (229)

Year to Date Ended
Pension Benefits Other Benefits

September 27, 2008 September 29, 2007 September 27, 2008 September 29, 2007
Service cost $ 48 $ 198 $ 43 $ 54
Interest cost 1,135 981 154 147
Expected return on plan assets (979) (799) � �
Amortization of prior service cost (income) � 5 (731) (730)
OPEB curtailment gain � � (276) �
Amortization of net (gain) � � (19) (158)

Net periodic benefit cost (income) $ 204 $ 385 $ (829) $ (687)
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12. Long-Term Debt
Long-term debt obligations at September 27, 2008 and December 31, 2007 were as follows:

December 31,
September 27, 2008 2007

Revolving credit agreement $ � $ �
TB Wood�s revolving credit agreement 6,000 7,700
Overdraft agreements � �
9% Senior Secured Notes 242,500 270,000
11.25% Senior Notes 6,017 7,790
Variable rate demand revenue bonds 5,300 5,300
Mortgages 2,399 2,639
Capital leases 2,603 3,449
Less: debt discount and premium, net of accretion (2,053) (2,812)

Total long-term debt $ 262,766 $ 294,066

Revolving Credit Agreement
     The Company maintains a $30 million revolving borrowings facility with a commercial bank (the �Revolving Credit Agreement�) through its wholly owned subsidiary Altra Industrial Motion, Inc. (�Altra Industrial�). The Revolving Credit Agreement is subject to certain limitations resulting from the requirement of Altra Industrial to maintain certain levels of collateralized assets, as defined in the Revolving Credit Agreement. Altra Industrial may use up to $10.0 million of its availability under the Revolving Credit Agreement for standby letters of credit issued on its behalf, the issuance of which will reduce the amount of borrowings that would otherwise be available to Altra Industrial. Altra Industrial may re-borrow any amounts paid to reduce the amount of outstanding borrowings; however, all borrowings under the Revolving Credit Agreement must be repaid in full as of November 30, 2010.
     Substantially all of Altra Industrial�s assets have been pledged as collateral against outstanding borrowings under the Revolving Credit Agreement. The Revolving Credit Agreement requires Altra Industrial to maintain a minimum fixed charge coverage ratio (when availability under the line falls below $12.5 million) and imposes customary affirmative covenants and restrictions on Altra Industrial. Altra Industrial was in compliance with all requirements of the Revolving Credit Agreement at September 27, 2008.
     There were no borrowings under the Revolving Credit Agreement at September 27, 2008 and December 31, 2007. However, the lender had issued $7.2 million and $6.5 million of outstanding letters of credit as of September 27, 2008 and December 31, 2007, respectively, under the Revolving Credit Agreement.
     In April 2007, Altra Industrial amended the Revolving Credit Agreement. The interest rate on any outstanding borrowings on the line of credit were reduced to the lender�s Prime Rate plus 25 basis points or LIBOR plus 175 basis points. The rate on all outstanding letters of credit was reduced to 1.5% and .25% on any unused availability under the Revolving Credit Agreement.
TB Wood�s Revolving Credit Agreement
     As part of the TB Wood�s acquisition, the Company refinanced a $13.0 million existing line of credit agreement through TB Wood�s (the �TB Wood�s Credit Agreement�) with a commercial bank. As of September 27, 2008, there was $6.0 million outstanding under the TB Wood�s Credit Agreement, and $6.1 million of outstanding letters of credit. All borrowings under the TB Wood�s Credit Agreement must be repaid in full as of November 2010. The Company was in compliance with all requirements of the TB Woods Credit Agreement at September 27, 2008.
Overdraft Agreements
     Certain foreign subsidiaries maintain overdraft agreements with financial institutions. There were no borrowings as of September 27, 2008 or December 31, 2007 under any of the overdraft agreements.
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9% Senior Secured Notes
     On November 30, 2004, Altra Industrial issued 9% Senior Secured Notes (�Senior Secured Notes�), with a face value of $165.0 million. Interest on the Senior Secured Notes is payable semi-annually, in arrears, on June 1 and December 1 of each year, beginning June 1, 2005, at an annual rate of 9%. The Senior Secured Notes mature on December 1, 2011 unless previously redeemed by Altra Industrial.
     In connection with the acquisition of TB Wood�s on April 5, 2007, Altra Industrial completed a follow-on offering issuing an additional $105.0 million of the Senior Secured Notes. The additional $105.0 million has the same terms and conditions as the previously issued Senior Secured Notes. The effective interest rate on the Senior Secured Notes after the follow-on offering is approximately 9.6% after consideration of the amortization of $5.5 million net discount and $6.5 million of deferred financing costs (included in other assets).
     During the second quarter of 2008, the Company retired $15.0 million aggregate principal amount of the outstanding senior secured notes at a redemption price of 102.0% of the principal amount of the Senior Secured Notes, plus accrued and unpaid interest. In connection with the redemption, the Company incurred $0.3 million of pre-payment premium. In addition, the Company wrote-off $0.2 million of deferred financing costs.
     During the third quarter of 2008, the Company retired $12.5 million aggregate principal amount of the outstanding senior secured notes at a redemption price of approximately 104.0% of the principal amount of the Senior Secured Notes, plus accrued and unpaid interest. In connection with the redemption, the Company incurred $0.5 million of pre-payment premium. In addition, the Company wrote-off $0.2 million of deferred financing costs.
     The Senior Secured Notes are guaranteed by Altra Industrial�s U.S. domestic subsidiaries and are secured by a second priority lien, subject to first priority liens securing the Revolving Credit Agreement, on substantially all of Altra Industrial�s assets. The Senior Secured Notes contain many terms, covenants and conditions, which impose substantial limitations on Altra Industrial. Altra Industrial was in compliance with all covenants of the indenture governing the Senior Secured Notes at September 27, 2008.
     As of September 27, 2008, the remaining principal balance outstanding on the Senior Secured Notes was $242.5 million.
11.25% Senior Notes
     On February 8, 2006, Altra Industrial issued 11.25% Senior Notes (�Senior Notes�), with a face value of £33 million. Interest on the Senior Notes is payable semi-annually, in arrears, on August 15 and February 15 of each year, beginning August 15, 2006, at an annual rate of 11.25%. The effective interest rate on the Senior Notes is approximately 12.4%, after consideration of the $2.6 million of deferred financing costs (included in other assets). The Senior Notes mature on February 13, 2013.
     The Senior Notes are guaranteed on a senior unsecured basis by Altra Industrial�s U.S. domestic subsidiaries. The Senior Notes contain many terms, covenants and conditions, which impose substantial limitations on Altra Industrial. Altra Industrial was in compliance with all covenants of the indenture governing the Senior Notes at September 27, 2008.
     On March, 19, 2008, Altra Industrial retired 0.7 million, or $1.3 million, aggregate principal amount of the outstanding Senior Notes at a redemption price of 106.0% of the principal amount of the Senior Notes, plus accrued and unpaid interest. In connection with the redemption, Altra Industrial incurred $0.1 million of pre-payment premium and wrote-off $0.1 million of deferred financing costs.
     As of September 27, 2008, the remaining principal balance outstanding on the Senior Notes was 3.3 million, or $6.0 million.
Variable Rate Demand Revenue Bonds
     In connection with the acquisition of TB Wood�s, the Company assumed the Variable Rate Demand Revenue Bonds outstanding as of the acquisition date. TB Wood�s had borrowed approximately $3.0 million and $2.3 million by issuing Variable Rate Demand Revenue Bonds under the authority of the industrial development corporations of the City of San Marcos, Texas and City of Chattanooga, Tennessee, respectively. These bonds bear variable interest rates (8.11% interest at September 27, 2008), and mature in April 2024 and April 2022. The bonds were issued to finance production facilities for TB Wood�s manufacturing operations in those cities, and are secured by letters of credit issued under the terms of the TB Wood�s Credit Agreement.
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     During the first quarter of 2008, the Company formulated a plan to sell the building in Chattanooga, Tennessee. According to the terms of the debt agreement, if Altra Industrial sells the building, the debt will have to be paid in full. As a result, the debt is classified as a current liability on the condensed consolidated balance sheet.
Mortgage
     In June 2006, the Company entered into a mortgage on its building in Heidelberg, Germany with a local bank. As of September 27, 2008 and December 31, 2007, the mortgage had a remaining principal balance outstanding of �1.6 million, or $2.4 million and �1.8 million or $2.6 million, respectively, and an interest rate of 5.75%. The mortgage is payable in monthly installments over 15 years.
Capital Leases
     The Company leases certain equipment under capital lease arrangements, whose obligations are included in both short-term and long-term debt. Capital lease obligations amounted to approximately $2.6 million and $3.4 million at September 27, 2008 and December 31, 2007, respectively. Assets under capital leases are included in property, plant and equipment with the related amortization recorded as depreciation expense.
13. Stockholder�s Equity
     As of September 27, 2008, the Company had 10,000,000 shares of undesignated Preferred Stock authorized (�Preferred Stock�). The Preferred Stock may be issued from time to time in one or more classes or series, the shares of each class or series to have such designations and powers, preferences, and rights, and qualifications, limitations and restrictions as determined by the Company�s Board of Directors. There was no Preferred Stock issued or outstanding at September 27, 2008.
Stock-Based Compensation
     In January 2005, the Company�s Board of Directors established the 2004 Equity Incentive Plan (the �Plan�) that provides for various forms of stock based compensation to independent directors, officers and senior-level employees of the Company. The restricted shares of common stock issued pursuant to the Plan generally vest ratably between 3.5 to 5 years, provided that the vesting of the restricted shares may accelerate upon the occurrence of certain liquidity events, if approved by the Board of Directors in connection with the transactions.
     The Plan permits the Company to grant restricted stock to key employees and other persons who make significant contributions to the success of the Company. The restrictions and vesting schedule for restricted stock granted under the Plan are determined by the Compensation Committee of the Board of Directors. Compensation expense recorded during the quarters ended September 27, 2008 and September 29, 2007 was $0.5 million ($0.3 million net of tax) and $0.3 million ($0.2 million net of tax), respectively. Stock compensation expense is recognized on a straight-line basis over the vesting period. Compensation expense during the year to date period ended September 27, 2008 and September 29, 2007 was $1.5 million ($1.0 million, net of tax) and $1.1 million ($0.7 million, net of tax), respectively.
     The following table sets forth the activity of the Company�s unvested restricted stock grants in the quarter ending September 27, 2008:

Weighted-average
Shares grant date fair value

Restricted shares unvested December 31, 2007 1,120,864 $ 3.76
Shares granted 162,962 $ 13.72
Shares forfeited (17,490) $ 4.59
Shares for which restrictions lapsed (386,004) $ 4.37

Restricted shares unvested September 27, 2008 880,332 $ 5.32

     Total remaining unrecognized compensation cost was approximately $3.5 million as of September 27, 2008, which will be recognized over a weighted average remaining period of three years. The fair market value of the shares in which the restrictions have
14

Edgar Filing: AMERICAN VANGUARD CORP - Form DEF 14A

Table of Contents 28



Table of Contents

ALTRA HOLDINGS, INC.
Notes to Unaudited Condensed Consolidated Interim Financial Statements

Amounts in thousands, unless otherwise noted
lapsed during the year to date period ended September 27, 2008 was $6.2 million. Subsequent to the initial public offering of the Company, restricted shares granted were valued based on the fair market value of the stock on the date of grant.
14. Related-Party Transactions
Joy Global Sales
     One of the Company�s directors had been an executive of Joy Global, Inc. until his resignation from the executive position on March 3, 2008. The Company sold approximately $1.4 million and $4.1 million to divisions of Joy Global, Inc. in the quarter and year to date periods ended September 29, 2007, respectively. Other than his former position as an executive of Joy Global, Inc., the Company�s director has no interest in sales transactions between the Company and Joy Global, Inc.
15. Concentrations of Credit, Business Risks and Workforce
     Financial instruments which are potentially subject to concentrations of credit risk consist primarily of trade accounts receivable. The Company manages this risk by conducting credit evaluations of customers prior to delivery or commencement of services. When the Company enters into a sales contract, collateral is normally not required from the customer. Payments are typically due within thirty days of billing. An allowance for potential credit losses is maintained, and losses have historically been within management�s expectations.
     Credit related losses may occur in the event of non-performance by counterparties to financial instruments. Counterparties typically represent international or well established financial institutions.
     No single customer represented 10% or more of the Company�s sales for the quarters or year to date periods ended September 27, 2008 and September 29, 2007.
     Approximately 19.3% of the Company�s labor force (13.2% and 52.8% in the United States and Europe, respectively) is represented by collective bargaining agreements.
16. Geographic Information
     The Company operates in a single business segment for the development, manufacturing and sales of mechanical power transmission products. The Company�s chief operating decision maker reviews consolidated operating results in order to make decisions about allocating resources and assessing performance for the entire Company. Net sales to third parties and property, plant and equipment by geographic region are as follows:

Net Sales
Quarter Ended Year to Date Ended Property, Plant and Equipment

September 27, September 29, September 27, September 29, September 27, December 31,
2008 2007 2008 2007 2008 2007

North America (primarily U.S.) $ 110,793 $ 106,599 $ 347,190 $ 313,297 $ 81,423 $ 81,283
Europe 40,028 34,015 121,289 103,670 27,459 29,767
Asia and other 8,627 6,664 22,044 16,545 2,795 1,993

Total $ 159,448 $ 147,278 $ 490,523 $ 433,512 $ 111,677 $ 113,043

     Net sales to third parties are attributed to the geographic regions based on the country in which the shipment originates. Amounts attributed to the geographic regions for long-lived assets are based on the location of the entity which holds such assets.
     The net assets of foreign subsidiaries at September 27, 2008 and December 31, 2007 were $70.4 million and $55.6 million, respectively.
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     The Company has not provided specific product line sales, as our general purpose financial statements do not allow us to readily determine groups of similar product sales.
17. Commitments and Contingencies
General Litigation
     The Company is involved in various pending legal proceedings arising out of the ordinary course of business. None of these legal proceedings are expected to have a material adverse effect on the financial condition of the Company. With respect to these proceedings, management believes that it will prevail, has adequate insurance coverage or has established appropriate reserves to cover potential liabilities. Any costs that management estimates may be paid related to these proceedings or claims are accrued when the liability is considered probable and the amount can be reasonably estimated. There can be no assurance, however, as to the ultimate outcome of any of these matters, and if all or substantially all of these legal proceedings were to be determined adversely to the Company, there could be a material adverse effect on the financial condition of the Company.
     The Company is indemnified under the terms of certain acquisition agreements for pre-existing matters up to agreed upon limits.
18. Restructuring, Asset Impairment and Transition Expenses
     During 2007, the Company adopted two restructuring programs. The first was intended to improve operational efficiency by reducing headcount, consolidating operating facilities and relocating manufacturing to lower cost areas (the �Altra Plan�). The second was related to the acquisition of TB Wood�s and is intended to reduce duplicate staffing and consolidate facilities (the �TB Wood�s Plan�). The TB Wood�s Plan was initially formulated at the time of the TB Wood�s acquisition and therefore the accrual has been recorded as part of purchase price accounting. The restructuring charges for the quarters ended September 27, 2008 and September 29, 2007 were $0.1 million and $0.2 million, respectively. The Company�s total restructuring expense, by major component for the year to date period ended September 27, 2008 were as follows:

TB Wood�s
Altra Plan Plan Total

Expenses
Other cash expenses $ � $  � $ �
Moving and relocation 467 84 551
Severance 411 � 411

Total cash expenses 878 84 962

Non-cash asset impairment and loss on sale of fixed asset 187 � 187

Total restructuring expenses $ 1,065 $ 84 $ 1,149
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The following is a reconciliation of the accrued restructuring costs between December 31, 2007 and September 27, 2008:

TB Wood�s
Altra Plan Plan Total

Balance at December 31, 2007 $ 449 $ 1,029 $ 1,478
Restructuring expense incurred 1,579 84 1,663
Adjustments to previously accrued amounts (514)
Cash payments (874) (1,113) (1,987)
Non-cash loss on disposal of fixed assets (187) � (187)

Balance at September 27, 2008 $ 453 $ � $ 453

The Company expects to incur an additional $0.1 million in restructuring expense over the remainder of the Altra Plan restructuring program.
As part of the original Altra Plan, one of the Company�s manufacturing facilities was scheduled to close. As part of the plan and the plant closure agreement, employees were offered severance for continued service to the Company through their date of termination. The Company was accruing the severance ratably from the communication date through the date of termination. In August 2008, the Company announced that the plant would not be closing and one manufacturing line would remain in operation at the facility. In connection with the announcement, the Company recorded a reduction of $0.5 million included as a component of restructuring costs in the accompanying condensed consolidated statement of income for the quarter and year to date periods ended September 27, 2008. Such amounts reflect the previously recorded severance estimated for those employees who will no longer be terminated.
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Item 2. Management�s Discussion and Analysis of Financial Condition and Results of Operations
The following discussion of the financial condition and results of operations of Altra Holdings, Inc. should be read together with the audited financial statements of Altra Holdings, Inc. and related notes included in the Company�s Annual Report on Form 10-K for the year ended December 31, 2007. The following discussion includes forward-looking statements. For a discussion of important factors that could cause actual results to differ materially from the results referred to in the forward-looking statements, see �Forward-Looking Statements.� in the Company�s Annual Report on Form 10-K for the year ended December 31, 2007.

General
     We are a leading global designer, producer and marketer of a wide range of mechanical power transmission and motion control products with a presence in over 70 countries. Our global sales and marketing network includes over 1,000 direct original equipment manufacturers (�OEM�) and over 3,000 distributor outlets. We are headquartered in Quincy, Massachusetts.
     Our product portfolio includes industrial clutches and brakes, open and enclosed gearing, couplings, engineered belted drives, engineered bearing assemblies and other related power transmission components which are sold across a wide variety of industries, including energy, general industrial, material handling, mining, transportation and turf and garden. Our products benefit from our industry leading brand names including Warner Electric, Boston Gear, TB Wood�s, Kilian, Nuttall Gear, Ameridrives, Wichita Clutch, Formsprag Clutch, Bibby Transmissions, Stieber, Matrix, Inertia Dynamics, Twiflex, Industrial Clutch, Huco Dynatork, Marland Clutch, Delroyd, Warner Linear, and Saftek. We primarily sell our products to OEMs and through long-standing relationships with the industry�s leading industrial distributors such as Motion Industries, Applied Industrial Technologies, Kaman Industrial Technologies and W.W. Grainger.
Critical Accounting Policies
     The preparation of our condensed consolidated financial statements and related disclosures in conformity with accounting principles generally accepted in the United States of America requires management to make judgments, assumptions and estimates that affect our reported amounts of assets, revenues and expenses, as well as related disclosure of contingent assets and liabilities. We base our estimates on past experiences and other assumptions we believe to be appropriate, and we evaluate these estimates on an ongoing basis. Management believes there have been no significant changes in our critical accounting policies since December 31, 2007. See the discussion of critical accounting policies in our Annual Report on Form 10-K for the year ended December 31, 2007.
Recent Accounting Pronouncements
     In February 2007, the Financial Accounting Standards Board (FASB) issued Statement of Financial Accounting Standards (SFAS) No. 159, The Fair Value Option for Financial Assets and Financial Liabilities � including an Amendment of FASB Statement No. 115 (�SFAS 159�), which allows an entity to choose to measure certain financial instruments and liabilities at fair value. Subsequent measurements for the financial instruments and liabilities an entity elects to fair value will be recognized in earnings. SFAS 159 also establishes additional disclosure requirements. SFAS 159 was effective for us beginning January 1, 2008. The adoption of SFAS 159 did not have a material impact on our condensed consolidated statement of financial position, results of operations and cash flows. We did not elect to remeasure any existing financial assets or liabilities under the provisions of SFAS 159.
     In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements (�SFAS 157�) effective for financial statements issued for fiscal years beginning after November 15, 2007. SFAS 157 replaces multiple existing definitions of fair value with a single definition, establishes a consistent framework for measuring fair value and expands financial statement disclosures regarding fair value measurements. This Statement applies only to fair value measurements that already are required or permitted by other accounting standards and does not require any new fair value measurements. In February 2008, the FASB issued FASB Staff Position (FSP) No. 157-2, which delayed until the first quarter of 2009 the effective date of SFAS 157 for nonfinancial assets and liabilities that are not recognized or disclosed at fair value in the financial statements on a recurring basis.
     The adoption of SFAS 157 for our financial assets and liabilities in the first quarter of 2008 did not have a material impact on our financial position or results of operations. Our nonfinancial assets and liabilities that meet the deferral criteria set forth in FSP No. 157-2 include goodwill, intangible assets, property, plant and equipment. We do not expect that the adoption of SFAS 157 for these nonfinancial assets and liabilities will have a material impact on our financial position or results of operations.
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     In December 2007, the FASB issued SFAS No. 141 (revised 2007), Business Combinations (�SFAS 141R�). SFAS 141R establishes principles and requirements for how an acquirer recognizes and measures in its financial statements the identifiable assets acquired, the liabilities assumed, any noncontrolling interest in the acquiree and the goodwill acquired. SFAS 141R also establishes disclosure requirements to enable the evaluation of the nature and financial effects of the business combination. This statement is effective for us beginning January 1, 2009. We are currently evaluating the potential impact of the adoption of SFAS 141R on the Company�s consolidated financial position, results of operations and cash flows.
     In December 2007, the FASB issued SFAS No. 160, Noncontrolling Interests in Consolidated Financial Statements � an amendment of Accounting Research Bulletin No. 51 (�SFAS 160�). SFAS 160 establishes accounting and reporting standards for ownership interests in subsidiaries held by parties other than the parent, the amount of consolidated net income attributable to the parent and to the noncontrolling interest, changes in a parent�s ownership interest, and the valuation of retained noncontrolling equity investments when a subsidiary is deconsolidated. SFAS 160 also establishes disclosure requirements that clearly identify and distinguish between the interests of the parent and the interests of the noncontrolling owners. This statement is effective for us beginning January 1, 2009. We are currently evaluating the potential impact of the adoption of SFAS 160 on their consolidated financial position, results of operations and cash flows.
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Results of Operations

Quarter Ended Year to date ended
September 27, September 29, September 27, September 29,

(In thousands, except per share data) 2008 2007 2008 2007
Net sales $ 159,448 $ 147,278 $ 490,523 $ 433,512
Cost of sales 113,627 105,597 346,517 310,666

Gross profit 45,821 41,681 144,006 122,846
Gross profit percentage 28.74% 28.30% 29.36% 28.34%
Selling, general and administrative expenses 25,655 22,981 76,816 67,386
Research and development expenses 1,663 1,606 5,160 4,465
OPEB Curtailment gain (107) � (276) �
Restructuring costs 81 189 1,149 1,180

Income from operations 18,529 16,905 61,157 49,815
Interest expense, net 7,302 11,406 22,456 31,280
Other non-operating (income) expense, net (1,408) 438 (2,887) 522

Income from continuing operations before income taxes 12,635 5,061 41,588 18,013
Provision for income taxes 4,000 1,637 14,127 6,485

Income (loss) from continuing operations 8,635 3,424 27,461 11,528
Net income (loss) from discontinued operations, net of income taxes of $43 and $583 for the year to date periods ended September 27,
2008 and September 29, 2007, respectively 172 886 (224) 1,352

Net income $ 8,807 $ 4,310 $ 27,237 $ 12,880
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Quarter Ended September 27, 2008 Compared with Quarter Ended September 29, 2007
(Amounts in thousands unless otherwise noted)

Quarter Ended
September 27, 2008 September 29, 2007 Change %

Net sales $ 159,448 $ 147,278 $ 12,170 8.3%
     The increase in net sales was primarily due to the 2007 acquisition of All Power, which contributed $4.6 million to quarterly sales, as well as price increases. The price increases were across all product lines and impacted all markets served and were a result of material cost increases, primarily copper and steel. Market share gains also contributed to the increase in sales as we were able to gain share in turf and garden, mining and materials handling. The increase was also due to the strength of several key markets including energy, driven by global power generation, oil and gas, primary metals and mining, due to greater global demand for coal and metals. These increases were partially offset by a general weakening in other non-core markets served. On a constant currency basis, sales increased by $11.3 million or 7.1% in the third quarter of 2008 compared to the same quarter in 2007.

Quarter Ended
September 27, 2008 September 29, 2007 Change %

Gross Profit $ 45,821 $ 41,681 $ 4,140 9.9%
Gross Profit as a percent of sales 28.74% 28.30%
     The increase in gross profit was primarily due to the 2007 acquisition of All Power, which added gross profit of $1.3 million. Gross profit of other operations also increased due to price increases, an increase in low cost country material sourcing and manufacturing, and further manufacturing efficiencies as a result of continued application of the Altra Business System, including lean management with emphasis on quality, delivery, and operational cost improvements. These increases were partially offset by material cost increases, primarily copper and steel. On a constant currency basis, gross profit increased by $3.9 million or 8.6% in the third quarter of 2008 compared to the same quarter in 2007.

Quarter Ended
September 27, 2008 September 29, 2007 Change %

Selling, general and $ 25,655 $ 22,981 $ 2,674 11.6%
administrative expense (�SG&A�) SG&A as a percent of sales 16.1% 15.6%
     The SG&A increase was partially due to the inclusion of All Power�s SG&A in the third quarter 2008, which added $0.6 million. The remaining increase resulted from increased wages and benefits including healthcare costs.
     Included in SG&A was the receipt of $0.2 million for billings related to our transition services agreement with Vacon for sales commissions, information technology, accounts payable and payroll services. A portion of these transition services may be provided until December 31, 2009.
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Quarter Ended
September 27, 2008 September 29, 2007 Change %

Research and development expenses (�R&D�) $ 1,663 $ 1,606 $ 57 3.5%
     R&D represents approximately 1% of sales in both periods.

Quarter Ended
September 27, 2008 September 29, 2007 Change %

Restructuring expenses $ 81 $ 189 $ (108) -57.1%
     During 2007, we adopted two restructuring programs. The first was intended to improve operational efficiency by reducing headcount, consolidating our operating facilities and relocating manufacturing to lower cost areas (�Altra Plan�). The second was related to the acquisition of TB Wood�s and was intended to reduce duplicative staffing and consolidate facilities (�TB Wood�s Plan�). We recorded approximately $0.1 million in the third quarter of 2008 of restructuring expenses for moving and relocation, severance and non-cash asset impairment.
     As part of the original Altra Plan, one of the Company�s manufacturing facilities was scheduled to close. As part of the plan and the plant closure agreement, employees were offered severance for continued service to the Company through their date of termination. The Company was accruing the severance ratably from the communication date through the date of termination. In August 2008, the Company announced that the plant would not be closing and one manufacturing line would remain in operation at the facility. In connection with the announcement, the Company recorded a reduction of $0.5 million included as a component of restructuring costs in the accompanying condensed consolidated statement of income for the quarter to date period ended September 27, 2008. Such amounts reflect the previously recorded severance estimated for those employees who will no longer be terminated.

Quarter Ended
September 27, 2008 September 29, 2007 Change %

Interest Expense, net $ 7,302 $ 11,406 $ (4,104) -36.0%
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     Net interest expense decreased due to the lower average outstanding balance of 11.25% Senior Notes and 9% Senior Secured Notes during the third quarter of 2008, which resulted in lower interest of $0.6 million. In addition, during the quarter ended September 29, 2007 there were $2.8 million of additional prepayment premiums and other fees associated with the paydown of the Senior Notes. For a more detailed description of the 9% Senior Secured Notes and the 11.25% Senior Notes, please see Note 12 to our Condensed Consolidated Financial Statements in Part I Item 1 of this Form 10-Q.

Quarter Ended
September 27, 2008 September 29, 2007 Change %

Other non-operating (income) expense, net $ (1,408) $ 438 $ (1,846) -421%
     Other non-operating (income) expense included rental income of $0.2 million for facility rentals under lease agreements which were part of the sale of TB Wood�s Electronics Division and have a term of two years, with annual extensions thereafter at the lessee�s, or the Company�s, option. The increase was primarily due to the net gain on foreign currency transactions primarily in relation to the British Pound Sterling and Euro, which both experienced a decline against the US dollar in Q3 2008.

Quarter Ended
September 27, 2008 September 29, 2007 Change %

Provision for income taxes, continuing operations $ 4,000 $ 1,637 $ 2,363 144.3%
Provision for income taxes as a % of income before taxes 31.7% 32.3%
     The 2008 provision for income taxes, as a percentage of income before taxes, was lower than that of 2007, primarily due to the effect of reductions of tax rates in several foreign jurisdictions and change in earnings mix among tax jurisdictions.
Discontinued Operations
     On December 31, 2007, we completed the divestiture of our TB Wood�s adjustable speed drives business (�Electronics Division�) to Vacon for $29.0 million. The decision to sell the Electronics Division was made to allow us to continue our strategic focus on our core electro-mechanical power transmission business. As of December 31, 2007, $11.9 million of cash had been received for the purchase of the Electronics Division, and the remaining $17.1 million was recorded as a receivable for the sale of the Electronics Division on the consolidated balance sheet, which was received in January 2008.
     The Electronics Division was classified as a discontinued operation in the fourth quarter of 2007 and, accordingly, the operating results of the Electronics Division were segregated from continuing operations in the consolidated statements of income for the periods subsequent to the acquisition of TB Wood�s on April 5, 2007 through December 31, 2007.
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Year to Date Period Ended September 27, 2008 Compared with Year to Date Period Ended September 29, 2007
(Amounts in thousands unless otherwise noted)

Year to Date Period Ended
September 27, 2008 September 29, 2007 Change %

Net sales $ 490,523 $ 433,512 $ 57,011 13.2%
     The increase in net sales was primarily due to the 2007 acquisitions of TB Wood�s and All Power, which contributed $31.7 million to year to date sales. The remaining increase in net sales was due to price increases. The price increases were across all product lines and impacted all markets served and were a result of material cost increases, primarily copper and steel. Due to our focus on OEM customers we benefited during the first half of 2008 from strong aftermarket sales as customers repaired or replaced equipment which contained our products. Market share gains also contributed to the increase in sales as we were able to gain share in turf and garden, mining and materials handling. The increase was also due to the strength of several key markets including energy, driven by global power generation, oil and gas, primary metals and mining, due to greater global demand for coal and metals. These increases were partially offset by a general weakening during the third quarter of 2008 in other non-core markets served. On a constant currency basis, sales increased by $49.4 million or 11.4% for the year to date period ended September 27, 2008 compared to the comparable period in 2007.

Year to Date Period Ended
September 27, 2008 September 29, 2007 Change %

Gross Profit $ 144,006 $ 122,846 $ 21,160 17.2%
Gross Profit as a percent of sales 29.4% 28.3%
     The increase in gross profit was primarily due to the 2007 acquisitions of TB Wood�s and All Power, which added gross profit of $8.2 million. Gross profit of other operations also increased due to price increases, an increase in low cost country material sourcing and manufacturing and further manufacturing efficiencies as a result of continued application of the Altra Business System, including lean management with emphasis on quality, delivery, and operational cost improvements. These increases were partially offset by material cost increases, primarily copper and steel. On a constant currency basis, gross profit increased by $18.8 million or 15.3% during the year to date period ended September 27, 2008 compared with the comparable period in 2007.
     Cost of sales include receipt of warehousing fees of $0.3 million billed as a part of our transition services agreement which was entered into in connection with the sale of TB Wood�s Electronics Division, which increased our gross profit. These warehousing services may be provided until December 31, 2009.

Year to Date Period Ended
September 27, 2008 September 29, 2007 Change %

Selling, general and administrative expense (�SG&A�) $ 76,816 $ 67,386 $ 9,430 14.0%
SG&A as a percent of sales 15.7% 15.5%
     The SG&A increase was due primarily to the inclusion of TB Wood�s and All Power�s SG&A in the year to date period ended September 27, 2008, which added $4.8 million. The remaining increase resulted from additional amortization of intangible assets associated with the TB Wood�s acquisition, and wage and benefits increases, including healthcare costs and increased professional fees. On a constant currency basis, SG&A increased by $8.2 million or 12.2%.
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     Included in SG&A was the receipt of $0.9 million for billings related to our transition services agreement with Vacon for sales commissions, information technology, accounts payable and payroll services, which reduces SG&A for the period. These transition services may be provided until December 31, 2009.

Year to Date Period Ended
September 27, 2008 September 29, 2007 Change %

Research and development expenses (�R&D�) $ 5,160 $ 4,465 $ 695 15.6%
     R&D increased primarily due to the inclusion of TB Wood�s in the year to date period ended September 27, 2008, which amounted to $0.4 million additional R&D.

Year to Date Period Ended
September 27, 2008 September 29, 2007 Change %

Restrctructuring expenses $ 1,149 $ 1,180 $ (31) -2.6%
     During 2007, we adopted two restructuring programs. The first was intended to improve operational efficiency by reducing headcount, consolidating our operating facilities and relocating manufacturing to lower cost areas (�Altra Plan�). The second was related to the acquisition of TB Wood�s and was intended to reduce duplicative staffing and consolidate facilities (�TB Wood�s Plan�). We recorded approximately $1.1 million in the year to date period 2008 of restructuring expenses for moving and relocation, and severance. Non-cash asset impairment was $0.2 million for the year to date period ended September 27, 2008.
     As part of the original Altra Plan, one of the Company�s manufacturing facilities was scheduled to close. As part of the plan and the plant closure agreement, employees were offered severance for continued service to the Company through their date of termination. The Company was accruing the severance ratably from the communication date through the date of termination. In August 2008, the Company announced that the plant would not be closing and one manufacturing line would remain in operation at the facility. In connection with the announcement, the Company recorded a reduction of $0.5 million included as a component of restructuring costs in the accompanying condensed consolidated statement of income for the year to date period ended September 27, 2008. Such amounts reflect the previously recorded severance estimated for those employees who will no longer be terminated.

Year to Date Period Ended
September 27, 2008 September 29, 2007 Change %

Interest Expense, net $ 22,456 $ 31,280 $ (8,824) -28.2%
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     Net interest expense decreased due to the lower average outstanding balance of 11.25% Senior Notes during the year to date period ended September 27, 2008, which resulted in lower interest of $2.8 million compared to the prior year period. In addition, in 2007, the Company incurred an additional $6.6 million of prepayment premiums associated with the paydown of the senior notes and $0.5 million in a bridge fee. This was offset by $2.2 million of interest associated with the additional Senior Secured Notes that were issued in the second quarter of 2007. For a more detailed description of the 9% Senior Secured Notes and the 11.25% Senior Notes, please see Note 12 to our Condensed Consolidated Financial Statements in Part I Item 1 of this Form 10-Q.

Year to Date Period Ended
September 27, 2008 September 29, 2007 Change %

Other non-operating (income) expense, net $ (2,887) $ 522 $ (3,409) -653%
     Other non-operating (income) expense included rental income of $0.5 million for facility rentals under lease agreements which were part of the sale of TB Wood�s Electronics Division and have a term of two years, with annual extensions thereafter at the lessee�s, or the Company�s, option. The remaining increase was primarily due to the net gain on foreign currency transactions in the third quarter of 2008 and the receipt of $0.3 million in securities as part of a bankruptcy settlement.

Year to Date Period Ended
September 27, 2008 September 29, 2007 Change %

Provision for income taxes, continuing operations $ 14,127 $ 6,485 $ 7,642 117.8%
Provision for income taxes as a % of income before taxes 34.0% 36.0%
     The 2008 provision for income taxes, as a percentage of income before taxes, was lower than that of 2007, primarily due to the effect of reductions of tax rates in several foreign jurisdictions and change in earnings mix among tax jurisdictions.
Discontinued Operations
     On December 31, 2007, we completed the divestiture of our TB Wood�s adjustable speed drives business (�Electronics Division�) to Vacon for $29.0 million. The decision to sell the Electronics Division was made to allow us to continue our strategic focus on our core electro-mechanical power transmission business. As of December 31, 2007, $11.9 million of cash had been received for the purchase of the Electronics Division, and the remaining $17.1 million which was received in January 2008 and was recorded as a receivable for the sale of the Electronics Division on the consolidated balance sheet on December 31, 2007.
     The Electronics Division was classified as a discontinued operation in the fourth quarter of 2007 and, accordingly, the operating results of the Electronics Division were segregated from the continuing operations in the consolidated statements of income for the periods subsequent to the acquisition of TB Wood�s on April 5, 2007 through December 31, 2007.
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Liquidity and Capital Resources
Net Cash

September 27, 2008 December 31, 2007
(in thousands)

Cash and cash equivalents $ 49,822 $ 45,807
Cash and cash equivalents increased $4.0 million in the year to date period ended September 27, 2008 due to the following:
     Net cash provided by operating activities for the year to date period ended September 27, 2008 of $31.6 million resulted mainly from cash provided by net income of $27.2 million, plus the add-back of non-cash depreciation, amortization, stock based compensation, disposal of fixed assets, accretion of debt discount/premium and deferred financing costs of $21.1 million, offset by a net increase in operating assets and liabilities of $14.9 million, due mainly to a $14.9 million increase in trade receivables, $1.6 million of income from foreign currency transactions and $0.3 million of OPEB curtailment gain. The increase in accounts receivable was primarily due to timing of payments from certain large customers who paid balances in full at December 31, 2007.
     Net cash received from investing activities of $5.1 million for the year to date period ended September 27, 2008 resulted from $17.3 million from the proceeds from the sale of the Electronics Division, offset by the purchase of manufacturing equipment of $12.2 million.
     Net cash used by financing activities of $31.6 million for the year to date period ended September 27, 2008 consisted of payments on the Senior Secured Notes of $27.5 million, payments on the TB Wood�s revolving line of credit of $1.7 million, payments on the Senior Notes of $1.3 million, payments on mortgages of $0.2 million and payments of capital lease obligations of $0.8 million.
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Liquidity

Amounts in millions
September 27, 2008 December 31, 2007

Debt:
Revolving credit agreement $ � $ �
TB Wood�s revolving credit agreement 6.0 7.7
Overdraft agreements � �
9% Senior Secured Notes 242.5 270.0
11.25% Senior Notes 6.0 7.8
Variable rate demand revenue bonds 5.3 5.3
Mortgages 2.4 2.6
Capital leases 2.6 3.4

Total Debt $ 264.8 $ 296.8
Cash $ 49.8 $ 45.8
Net Debt $ 215.0 55.8% $ 251.0 63.2%

Shareholders� Equity $ 170.5 44.2% $ 146.4 36.8%
Total Capitalization $ 385.5 100% $ 397.4 100%
     Our primary source of liquidity will be cash flow from operations and borrowings under our senior revolving credit facility. See Note 12 to the Condensed Consolidated Financial Statements for explanation of our senior revolving credit facility and other indebtedness. We expect that our primary ongoing requirements for cash will be for working capital, debt service, capital expenditures and pension plan funding.
     We incurred substantial indebtedness in connection with the acquisitions of subsidiaries of Colfax Corporation, Hay Hall and TB Wood�s. As of September 27, 2008, taking into account these transactions, we had approximately $264.8 million of total indebtedness outstanding including capital leases and mortgages. We expect our total interest expense, arising from our existing debt, to be approximately $26.5 million on an annual basis, through the maturity of the $242.5 million of Senior Secured Notes, which are due December 1, 2011. We expect our cash interest expense to be $24.8 million. Approximately 96% of our borrowings are fixed rate loans and therefore we do not believe that our vulnerability to interest rate changes is significant.
     Our senior Revolving Credit Facility provides for senior secured financing of up to $30.0 million, including $10.0 million available for letters of credit through November 30, 2010. As of September 27, 2008, there were no outstanding borrowings, but there were $7.2 million of outstanding letters of credit issued under our senior revolving credit facility.
     We had $6.0 million of principal borrowings outstanding and $6.1 million of outstanding letters of credit as of September 27, 2008 under the TB Wood�s $13.0 million revolving credit facility, which is due in 2010.
          We made capital expenditures of approximately $12.2 million and $6.8 million in the year to date periods ended September 27, 2008 and September 29, 2007, respectively. These capital expenditures will support on-going manufacturing requirements.
     We have cash funding requirements associated with our pension plan which are estimated to be $0.4 million for the remainder of 2008, $5.7 million in 2009, $1.3 million for 2010, $2.0 million for 2011, and $2.1 million thereafter.

28

Edgar Filing: AMERICAN VANGUARD CORP - Form DEF 14A

Table of Contents 42



Table of Contents

     Our ability to make scheduled payments of principal and interest, to fund planned capital expenditures and to meet our pension plan funding obligations will depend on our ability to generate cash in the future. Based on our current level of operations, we believe that cash flow from operations and available cash, together with available borrowings under our senior revolving credit facility will be adequate to meet our future liquidity requirements for at least the next two years. However, our ability to generate cash is subject to general economic, financial, competitive, legislative, regulatory and other factors that are beyond our control.
     We cannot assure you that our business will generate sufficient cash flow from operations, that any revenue growth or operating improvements will be realized or that future borrowings will be available under our senior secured credit facility in an amount sufficient to enable us to service our indebtedness, including the notes, or to fund our other liquidity needs. In addition, we cannot assure you that we will be able to refinance any of our indebtedness, including our senior revolving credit facility and the notes as they become due. Our ability to access capital in the long term will depend on the availability of capital markets and pricing on commercially reasonable terms, if at all, at the time we are seeking funds. See the Risk factor entitled �Our leverage could adversely affect our financial health and make us vulnerable to adverse economic and industry conditions� in our Annual Report on Form 10-K for the year ended December 31, 2007 for further discussion of the factors that may affect our liquidity. In addition, our ability to borrow funds under our senior revolving credit facility will depend on our ability to satisfy the financial and non-financial covenants contained in that facility.
Contractual Obligations
     As of September 27, 2008, the outstanding principal balance of our Senior Notes was 3.3 million, or approximately $6.0 million. The remaining principal balance is due February 13, 2013.
     In April 2007, we completed a follow-on offering of an aggregate of $105.0 million of the existing Senior Secured Notes. As of September 27, 2008, the remaining principal balance on our Senior Secured Notes was $242.5 million. The balance is due December 1, 2011.
     From time to time, we may repurchase our 9% Senior Secured Notes or our 11 1/4% Senior Notes in open market transactions or privately negotiated transactions, subject to certain restrictions in our senior credit facility.
     In connection with the TB Wood�s acquisition, we assumed $5.3 million of variable rate demand revenue bonds. $3.0 million of these bonds mature in 2024 and $2.3 million mature in 2022. We expect to pay the bonds associated with the Chattanooga, Tennessee facility within 12 months, totaling $2.3 million. In addition, we refinanced, concurrent with the acquisition, $13.0 million then outstanding under the TB Wood�s revolving credit agreement. As of September 27, 2008, there was $6.0 million outstanding, which is due in 2010.
Item 3. Quantitative and Qualitative Disclosures about Market Risk
     We have exposure to changes in commodity prices principally related to metals including steel, copper and aluminum. The Company primarily manages the risk associated with such increases through the use of surcharges or general pricing increases for the related products. The Company does not engage in the use of financial instruments to hedge its commodities price exposure.
     Additional information concerning market risk is contained in Management�s Discussion and Analysis of Financial Condition and Results of Operations contained in our Annual Report on Form 10-K filed with the Securities and Exchange Commission for the year ended December 31, 2007. There were no additional material changes in our exposure to market risk from December 31, 2007.
Item 4. Controls and Procedures
     Our management, with the participation of the Chief Executive Officer and Chief Financial Officer, evaluated the effectiveness of our disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e)) under the Securities Exchange Act of 1934, as amended (the �Exchange Act�), as of September 27, 2008.
     In designing and evaluating the disclosure controls and procedures, management recognizes that any controls and procedures, no matter how well designed and operated, can only provide reasonable assurance of achieving the desired control objectives.
     Based on our evaluation, our Chief Executive Officer and Chief Financial Officer concluded that our disclosure controls and procedures are designed at a reasonable assurance level and are effective to provide reasonable assurance that information we are required to disclose in reports that we file or submit under the Exchange Act is recorded, processed, summarized and reported within the time periods specified in Securities and Exchange Commission rules and forms, and that such information is accumulated and communicated to our management, including our Chief Executive Officer and Chief Financial Officer, as appropriate, to allow timely decisions regarding required disclosure.
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     There has been no change in our internal control over financial reporting (as defined in Rules 13(a)-15(f) and 15(d)-15(f) under the Exchange Act) that occurred during our fiscal quarter ended September 27, 2008, that has materially affected, or is reasonably likely to materially affect, our internal control over financial reporting.
PART II�OTHER INFORMATION

Item 1. Legal Proceedings
     The Company is involved in various pending legal proceedings arising out of its ordinary course of business. None of these legal proceedings is expected to have a material adverse effect on the financial condition of the Company. With respect to these proceedings, management believes that it will prevail, has adequate insurance coverage or has established appropriate reserves to cover potential liabilities. There can be no assurance, however, as to the ultimate outcome of any of these matters, and if all or substantially all of these legal proceedings were to be determined adversely to the Company, there could be a material adverse effect on the financial condition of the Company.
Item 1A. Risk Factors
     The reader should carefully consider the Risk Factors described below and in our Annual Report on Form 10-K for the year ended December 31, 2007 filed with the Securities and Exchange Commission. Those risk factors described below, elsewhere in this report on Form 10-Q and in our Annual Report on Form 10-K for the year ended December 31, 2007 are not the only ones we face, but are considered to be the most material. These risk factors could cause our actual results to differ materially from those stated in forward looking statements contained in this Form 10-Q and elsewhere. All risk factors stated in our Annual Report on Form 10-K for the year ended December 31, 2007 are incorporated herein by reference.
Continued extreme volatility and disruption in global financial markets could significantly impact our customers, weaken the markets we serve and harm our operations and financial performance.
     Our financial performance depends, in large part, on conditions in the markets that we serve and on the U.S. and global economies in general. As widely reported, U.S. and global financial markets have been experiencing extreme disruption recently, including, among other things, a tightening in the credit markets, a low level of liquidity in many financial markets, and extreme volatility in credit and equity markets. The present financial crisis and uncertain economic environment may significantly impact customers in the markets we serve and as a result could reduce our sales, profitability and long-term anticipated growth rate.
Item 2. Unregistered Sales of Equity Securities and Use of Proceeds
None.
Item 3. Defaults Upon Senior Securities
None.
Item 4. Submission of Matters to a Vote of Security Holders
None.
Item 5. Other Information
None.
Item 6. Exhibits
The following exhibits are filed as part of this report:
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EXHIBIT INDEX

Exhibit
Number Description

3.1(1) Second Amended and Restated Certificate of Incorporation of the Registrant.

3.2(2) Second Amended and Restated Bylaws of the Registrant.

31.1* Certification of Chief Executive Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

31.2* Certification of Chief Financial Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

32.1** Certification of Chief Executive Officer Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

32.2** Certification of Chief Financial Officer Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

* Filed herewith.

** Furnished
herewith.

(1) Incorporated by reference to Altra Holdings, Inc.�s Registration Statement on Form S-1, as amended, filed with the Securities and Exchange Commission on December 4, 2006.

(2) Incorporated by reference to Exhibit 3.1 of Altra Holdings, Inc.�s Current Report on Form 8-K filed on October 27, 2008.
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SIGNATURES

     Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

ALTRA HOLDINGS, INC.

November 6, 2008 By:
Name:

/s/ Michael L. Hurt

Michael L. Hurt
Title Chairman and Chief Executive Officer

November 6, 2008 By:
Name:

/s/ Christian Storch

Christian Storch
Title: Vice President and Chief Financial Officer
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