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AAON, INC.

NOTICE OF 2019 ANNUAL MEETING OF STOCKHOLDERS
May 14, 2019

Notice is hereby given that the 2019 Annual Meeting of Stockholders (the “Annual Meeting”) of AAON, Inc., a Nevada
corporation (the “Company”), will be held on Tuesday, May 14, 2019 at 10:00 A.M. (Local Time), at 2440 South
Yukon, Tulsa, Oklahoma, for the following purposes, as more fully described in the accompanying proxy statement
(“Proxy Statement”):

1.To elect two Class I Directors for terms ending in 2022;
2.To ratify the selection of Grant Thornton LLP as our independent registered public accounting firm for 2019;

3.To transact such other business as may properly come before the meeting or any adjournment thereof.

IMPORTANT NOTICE REGARDING THE AVAILABILITY OF PROXY MATERIALS FOR THE
STOCKHOLDER MEETING TO BE HELD ON MAY 14, 2019.

We have elected to take advantage of the Securities and Exchange Commission’s rules that allow us to furnish our
proxy materials to our stockholders over the Internet. We believe electronic delivery will expedite the receipt of
materials and, by printing and mailing a smaller volume, will reduce the environmental impact of our annual meeting
materials and help lower our costs. A Notice of Internet Availability of Proxy Materials (the “Notice of Internet
Availability”) is being mailed concurrently to our stockholders. The Notice contains instructions on how to access the
Notice of Annual Meeting, Proxy Statement and Annual Report to Stockholders online. You will not receive a printed
copy of these materials, unless you specifically request one. The Notice of Internet Availability contains instructions
on how to receive a paper copy of the proxy materials.

It is important that your shares be represented and voted at the meeting. You may vote your shares in person at the
meeting, by internet, by telephone or by completing, signing, dating and returning a proxy card which will be mailed
to you if you request delivery of a full set of proxy materials.

Our Proxy Statement and Annual Report on Form 10-K, are available at www.proxyvote.com
By Order of the Board of Directors

Tulsa, Oklahoma Luke A. Bomer
April 2, 2019 Secretary
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AAON, INC.
2425 South Yukon
Tulsa, Oklahoma 74107

PROXY STATEMENT

This statement is furnished in connection with the solicitation by the Board of Directors of AAON, Inc., for proxies to
be used at our Annual Meeting of Stockholders (the "Annual Meeting") to be held on May 14, 2019, at the time and
place set forth in the Notice of Annual Meeting accompanying this Proxy Statement. Unless the context otherwise

LEINT3

requires, references herein to “AAON”, “we”, “us”, “our” or “ours” refers to AAON, Inc., a Nevada corporation.

Pursuant to provisions of our Bylaws and action of our Board of Directors, the close of business on March 18, 2019,
has been established as the time and record date for determining the stockholders entitled to notice of and to vote at
this Annual Meeting. The stock transfer books will not be closed.

Stockholders of record on the record date are entitled to cast their votes at the Annual Meeting in person or by
internet, telephone or properly executed proxy. The presence, by any of these means, of thirty-three and one-third
percent (33-1/3%) of the Common Stock outstanding on the record date is necessary to constitute a quorum at the
Annual Meeting. Abstentions and broker non-votes are counted as shares present in determining whether the quorum
requirement is satisfied. If a quorum is not present at the time the Annual Meeting is convened, we may adjourn or
postpone the meeting.

Determination of whether a proposal specified in the Notice of 2019 Annual Meeting of Stockholders has been
approved will be determined, assuming a quorum is present either in person or by proxy, as follows:

Proposal No. 1. A nominee for director will be elected if a majority of the stockholders voting on the nominee’s
election vote in favor such nominee’s election. Accordingly, abstentions and broker non-votes will have no effect on
the outcome of the vote on the director nominees.

Proposal No. 2. The proposal to ratify Grant Thornton LLP as our independent registered public accounting firm for
the year ending December 31, 2019 will require the affirmative vote of a majority of the shares of Common Stock
present at the Annual Meeting in person or by proxy and entitled to vote on the proposal. An abstention will have the
effect of a vote against this proposal. Brokers have discretionary authority and may vote on the proposal without
having instructions from the beneficial owners or persons entitled to vote thereon.

You may vote in several different ways:

In person at the Annual Meeting

You may vote in person at the Annual Meeting. You may also be represented by another person at the meeting by
executing a proxy properly designating that person. If you are the beneficial owner of shares held in “street name,” you
must obtain a legal proxy from your broker, bank or other holder of record and present it to the inspectors of election
with your ballot to be able to vote at the meeting.

By telephone

You may vote by calling the toll-free telephone number indicated on the voting instructions you will receive.
Easy-to-follow voice prompts allow you to vote your shares and confirm that your voting instructions have been
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By Internet

You may vote by going to the Internet web site indicated on the voting instructions you will receive. Confirmation
that your voting instructions have been properly recorded will be provided.

By mail

You may vote by completing, signing, dating and returning a proxy card which will be mailed to you if you request
delivery of a full set of proxy materials. A postage-paid envelope will be provided along with the proxy card.

Telephone and Internet voting for stockholders of record will be available until 11:59 p.m. Central time on May 13,
2019. A mailed proxy card must be received by May 13, 2019, in order to be voted at the Annual Meeting. The
availability of telephone and Internet voting for beneficial owners of other shares held in “street name” will depend on
your broker, bank or other holder of record and we recommend that you follow the voting instructions on the Notice
of Internet Availability that you receive from them.

If you are mailed a set of proxy materials and a proxy card or voting instruction card and you choose to vote by
telephone or by Internet, you do not have to return your proxy card or voting instruction card. However, even if you
plan to attend the Annual Meeting, we recommend that you vote your shares in advance so that your vote will be
counted if you later decide not to attend the meeting.

Proxies received in advance of the meeting may be revoked at any time prior to the voting thereof, either by giving
notice to the Secretary of AAON or by personal attendance at the meeting.

We have adopted a procedure approved by the SEC called “householding” pursuant to which stockholders of record who
have the same address and last name and who request a written copy of our Annual Report and Proxy Statement will
receive only one copy of such materials unless one or more of these stockholders notify us that they wish to receive
individual copies. Stockholders who participate in householding will continue to receive separate proxy cards.

We will pay the costs of the solicitation of proxies. We may reimburse brokerage firms and other persons for expenses
incurred in forwarding the proxy materials to their customers who are beneficial owners and obtaining their voting
instructions. Stockholders electing to vote over the Internet should understand that there may be costs associated with
electronic access (such as charges from their Internet access provider) and that these costs must be borne by the
stockholder.

Stockholders currently receiving multiple copies of our Annual Report and Proxy Statement at their household can
request householding by contacting our transfer agent at 1-801-277-1400 or writing to Issuer Direct Corporation, 1981
East Murray-Holladay Road, Suite 100, Salt Lake City, Utah 84117. Stockholders now participating in householding
who wish to receive a separate document in the future may do so in the same manner. Those owning shares through a
bank, broker or other nominee may request householding by contacting the nominee.

This Proxy Statement, the Notice of Annual Meeting and accompanying proxy card, as well as our 2018 Annual
Report (which includes our Annual Report on Form 10-K for the year ended December 31, 2018), can also be found at
our website (www.aaon.com). Copies of exhibits omitted from the enclosed Annual Report on Form 10-K are
available without charge upon written request to Scott Asbjornson, 2425 S. Yukon, Tulsa, Oklahoma 74107, or may
also be obtained at the Securities and Exchange Commission’s website at www.sec.gov.
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VOTING SECURITIES AND PRINCIPAL HOLDERS THEREOF

As of March 18, 2019 (the record date), we had issued a total of 52,071,193 shares of $.004 par value Common Stock,
our only class of stock outstanding. Each share is entitled to one vote on all matters submitted to a vote by
stockholders.

The following table sets forth as of March 18, 2019, the aggregate number of our shares of Common Stock owned by
each person known by us to be the beneficial owner of more than 5% of our Common Stock:

Name and address of beneficial owner Number of Percent of
shares owned Class

Norman H. Asbjornson 9,815,161 M 18.85%

2425 South Yukon

Tulsa, OK 74107

Blackrock, Inc. 5,871,621 @ 11.28%

55 East 52nd Street

New York, NY 10055

The Vanguard Group 4,013,131 G 7.71%

100 Vanguard Blvd.

Malvern, PA 19355

Neuberger Berman Group LLC & Neuberger Berman Investment Advisers LLC 3,657,284 @ 7.02%

1290 Avenue of the Americas

New York, NY 10104

Kayne Anderson Rudnick Investment Management LLC, Virtus Investment

Advisers, Inc and Virtus Equity Trust, on behalf of Virtus KAR Small Cap Growth 4,608,644 ®) 8.85%

Fund
1800 Avenue of the Starts, 2nd Floor
Los Angeles, CA 90067

(1) Includes 6,868 shares under AAON's 401(k) plan, 89,138 shares issuable upon exercise of stock options
exercisable currently or within 60 days of the annual meeting, 14,905 shares of restricted stock that will vest within 60
days of the annual meeting, 154,000 shares owned by his foundation and 554,108 shares held as trustee of trusts for
the benefit of his grandchildren. Mr. Asbjornson has sole voting and investment powers with respect to all shares
beneficially owned by him.

(2) This share ownership information was provided in a Schedule 13G/A filed January 24, 2019, which discloses that
BlackRock, Inc. possesses the sole voting power of 5,782,261 shares and sole dispositive power of all of the reported
shares.

(3) This share ownership information was provided in a Schedule 13G/A filed on February 11, 2019, which discloses
that The Vanguard Group possesses sole voting power of 85,909 shares, shared voting power of 7,252 shares, sole
dispositive power of 3,924,569 shares and shared dispositive power of 88,562 shares.

(4) This share ownership information was provided in a Schedule 13G/A filed on March 5, 2019, which discloses that
Neuberger Berman Group LLC and Neuberger Berman Investment Advisers LLC possess shared voting power of
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(5) This share ownership information was provided in a Schedule 13G filed on February 12, 2019, which discloses
that Kayne Anderson Rudnick Investment Management LL.C possesses sole voting power and sole dispositive power
of 958,044.02 shares, and, with Virtus Investment Advisers, Inc. possesses shared voting power of 3,650,600 shares
and shared dispositive power of 3,650,600 shares.

3

10



Edgar Filing: AAON INC - Form DEF 14A

The following table sets forth as of March 18, 2019, the aggregate number of shares of our Common Stock owned of
record or beneficially by each current director, nominee for director, each person named in the Summary
Compensation Table (herein, “Named Executive Officers”) and all directors, nominees for director and Named
Executive Officers as a group:

Name and address of beneficial owner Number of shares owned Percent

of Class
Norman H. Asbjornson 9,815,161 @ 1885 %
Scott M. Asbjornson 1,416,168 G 272 %
Mikel D. Crews 76,644 (OR
Gary D. Fields 41,401 & =
Angela E. Kouplen 10,123 © *
Paul K. Lackey, Jr. 74,922 ©
Caron A. Lawhorn — @
Stephen O. LeClair 5,061 ®
A. H. McElroy II 74,922 ©
Jack E. Short 41,712 ©
Rebecca A. Thompson 25,811 ©
Directors, nominees and Named Executive Officers as a group (11 11,581,925 10 2294

persons)

(1) All shares are held beneficially and of record and the owner has sole voting and investment power with respect
thereto, except as otherwise noted.

(2) Includes 6,868 shares under AAON's 401(k) plan, 89,138 shares issuable upon exercise of stock options
exercisable currently or within 60 days of the annual meeting, 14,905 shares of restricted stock that will vest within 60
days of the annual meeting, 154,000 shares owned by his foundation and 554,108 shares held as trustee of trusts for
the benefit of his grandchildren.

(3) Includes 1,541 shares under AAON's 401(k) plan, 25,594 shares issuable upon exercise of stock options
exercisable currently or within 60 days of the annual meeting, 1,857 shares of restricted stock that will vest within 60
days of the annual meeting and 540,000 shares held as custodian for the benefit of his children.

(4) Includes 41,618 shares under AAON's 401(k) plan, 24,032 shares issuable upon exercise of stock options
exercisable currently or within 60 days of the annual meeting and 89 shares of restricted stock that will vest within 60
days of the annual meeting.

(5) Includes 1,882 shares under AAON's 401(k) plan, and 30,378 shares issuable upon exercise of stock options
exercisable currently or within 60 days of the annual meeting and 5,062 shares of restricted stock that will vest within
60 days of the annual meeting.

(6) Includes 5,062 shares of restricted stock that will vest within 60 days of the annual meeting.

(7) First equity award will be at the 2019 annual meeting.

(8) Includes 3,374 shares of restricted stock that will vest within 60 days of the annual meeting.

(9) Includes 364 shares under AAON's 401(k) plan, and 18,950 shares issuable upon exercise of stock options
exercisable currently or within 60 days of the annual meeting and 1,311 shares of restricted stock that will vest within
60 days of the annual meeting.

(10) Includes 188,092 shares issuable upon the exercise of stock options that are exercisable currently or within 60
days of the annual meeting and 46,846 shares of restricted stock that will vest within 60 days of the annual meeting by
all directors and Named Executive Officers.

* Less than 1%.

4

11



Edgar Filing: AAON INC - Form DEF 14A

12



Edgar Filing: AAON INC - Form DEF 14A

DIRECTORS AND EXECUTIVE OFFICERS
General

Our Board of Directors is comprised of seven members. Our Bylaws (the "Bylaws") divide the Board of Directors into
three classes having staggered terms of three years each, with Classes III, I and II having terms expiring at the Annual
Meeting of Stockholders in 2019, 2020 and 2021, respectively. The Bylaws provide that a stockholder may nominate
a director for election at an annual meeting if written notice is given to us not less than 60 and not more than 90 days
in advance of the anniversary date of the immediately preceding annual meeting.

On the recommendation of our Governance Committee, the Board of Directors has nominated Paul K. Lackey, Jr. and
A. H. McElroy II the current members of the Class I Directors, whose terms expire at the 2019 Annual Meeting, for
re-election to the Board. The persons named in the proxy will vote for the election of each of Mr. Lackey and Mr.
McElroy. Each of the above named nominees have consented to being named in this Proxy Statement and to serve if
elected.

If any nominee becomes unavailable for any reason, the shares represented by the proxies will be voted for such other
person, if any, as may be designated by the Board of Directors. However, the Board has no reason to believe that any
nominee will be unavailable.

Nominees:

Class I - Terms Expire in 2019

Name Age Current Position Director Since
Paul K. Lackey, Jr. 75 Director 2007
A.H. McElroy I 56 Director 2007

Directors Continuing in Office:

Class II - Terms Expire in 2020

Name AgeCurrent Position Director Since

Caron A. Lawhorn 58 Director 2019

Stephen O. LeClair 50 Director 2017

Jack E. Short 78 Lead Independent Director 2004

Class III - Terms Expire in 2021

Name AgeCurrent Position Director Since
Norman H. Asbjornson 83 Director and Chief Executive Officer 1989

Gary D. Fields 59 Director and President 2015

Angela E. Kouplen 45 Director 2016

13
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After the Annual Meeting, assuming the stockholders elect the two nominees of the Board of Directors as set forth
above, the Board of Directors of the Company will be:

Name AgePosition
Norman H. Asbjornson 83 Director and Chief Executive Officer
Gary D. Fields 59 Director and President

Angela E. Kouplen 45 Director
Paul K. Lackey, Jr. 75 Director

Caron A. Lawhorn 58 Director
Steve LeClair 50 Director
A.H. McElroy II 56 Director
Jack E. Short 78 Lead Independent Director

Biographical Information

Set forth below is a description of the background of each of our continuing directors, nominees for director (*
indicates nominees for director) and executive officers. The term of office of each officer ends on the date of the
Annual Meeting, subject to extension upon re-election.

Directors

Norman H. Asbjornson has served as Chief Executive Officer and a director of AAON since its inception, and
currently serves in the class of directors whose terms will expire at the 2021 Annual Meeting of stockholders. Mr.
Asbjornson also served as President of AAON from its inception until November 2016, when the Board of Directors
appointed Mr. Gary D. Fields as President. Mr. Asbjornson also serves as the President of AAON, Inc., an Oklahoma
corporation ("AAON-Oklahoma") and as the Chairman of the Board of AAON Coil Products, Inc., both our
wholly-owned subsidiaries.

Mr. Asbjornson is the founder of the Company, and his intimate knowledge of the HVAC industry, both from a
technical and a business perspective, brings to the Board a unique insight into the Company’s operations in particular,
as well as the environment in which the Company operates.

Gary D. Fields has served as President of AAON since November 2016, was elected as a director of AAON in 2015,
and currently serves in the class of directors whose terms will expire at the 2021 annual meeting. Mr. Fields has been
involved in the HVAC industry for more than 35 years. From 1983 to 2012, Mr. Fields was an HVAC equipment sales
representative at (and, from 2002 to 2012, a member of the ownership group of) Texas AirSystems, the largest
independent HVAC equipment and solutions provider in the state of Texas, with locations in Dallas, Fort Worth,
Houston, Austin and San Antonio. Mr. Fields has been significantly involved with the Fort Worth, Texas Chapter of
ASHRAE (the American Society of Heating, Refrigerating and Air-Conditioning Engineers), having served as
Chairman of various ASHRAE committees and ultimately serving as President. Mr. Fields is currently an owner and
President of GKR Partners LTD, an HVAC business development consulting firm, which has provided business
development advice and consultation to the Company and its sales representatives from 2013 to 2016.

Mr. Fields' extensive experience in the HVAC industry provides the Board with valuable insight and knowledge on
HVAC markets, including market trends. Mr. Fields' lengthy experience at a large independent HVAC equipment
provider also allows him to provide the Board guidance on the Company's sales and marketing activities. In addition,
Mr. Fields' detailed knowledge of the Company's product lines (as well as the product lines of the Company's
competitors) enables him to provide the Board with unique insight into the Company's strengths and strategic
opportunities to improve its position in the marketplace.

15
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Angela E. Kouplen was elected for an initial two-year term as a director of AAON in 2016, and currently serves in the
class of directors whose terms will expire at the 2021 annual meeting. She serves

6
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as a member of our Audit Committee and our Compensation Committee. Ms. Kouplen has over 20 years of
experience at multiple energy companies, with an emphasis on information technology (“IT”), contract management,
sourcing/vendor relations, human resource management, strategy and governance. From 1997 through 2007, Ms.
Kouplen worked at CITGO Petroleum, a petroleum refining, marketing and transportation company, in various IT
related positions, including Manager - E-Business Strategy and Alliance, as well as Manager - Third Party
Applications and Applications Development. From 2007 through 2010, Ms. Kouplen served Williams Companies, a
Tulsa based publicly traded energy company, in the position of Manager - Sourcing Management Office. From 2010
through 2011, Ms. Kouplen served Williams Companies as Manager - IT Strategy and Governance.

In 2012, Ms. Kouplen transitioned from Williams Companies to WPX Energy, a Tulsa based stand-alone publicly
traded energy company previously part of the Williams Companies. Following the move to WPX Energy, from 2012
through 2014, Ms. Kouplen served as Director - Talent Acquisition and Leadership, from 2015 to 2016 she served as
Vice President - Information Technology, from 2016 to November 2018, she served as Vice President of
Administration and Chief Information Officer and from November 2018 to present currently serves as Senior Vice
President of Administration and Chief Information Officer. Ms. Kouplen holds a bachelor’s degree in Management
from Oklahoma State University and an M.B.A from the University of Tulsa.

Ms. Kouplen’s extensive experience in IT related positions provides the Board with valuable insight and enhanced
knowledge on IT matters, which are increasingly vital to the Company’s operations and success. Additionally, Ms.
Kouplen brings to the board experience in sourcing/vendor relations and human resources; two areas which the Board
views as vital to the future growth and profitability of the Company. Ms. Kouplen's diverse and lengthy experience in
senior management and executive level positions at large publicly traded companies allows her to provide the Board
guidance on the Company’s IT practices, human resources programs and sourcing/vendor relations activities, while
also giving her the ability to compare such practices against those of other publicly traded companies, all of which
will strengthen the effectiveness and broaden the skill set of our Board.

*Paul K. (“Ken”) Lackey, Jr., was elected as a director of AAON in 2007, and currently serves in the class of directors
whose terms will expire at the 2019 annual meeting of stockholders. He is Chairman of our Governance Committee
and a member of our Audit Committee. Between April 2002 and October 2005 Mr. Lackey served as CEO and
President of The NORDAM Group, a privately held company in Tulsa, Oklahoma involved in the aerospace industry.
Between October 2005 and December 2008 Mr. Lackey served as the Chairman and CEO of The NORDAM Group.
Between January 2009 and December 2011 Mr. Lackey served as the Executive Chairman of the Board of The
NORDAM Group. Since January 2012 Mr. Lackey has served as the Chairman of the Board of The NORDAM
Group. From 2001 to 2016, Mr. Lackey served on the board of directors of Matrix Service Company, a public
company involved in the construction and energy services industry, and from 2009 to 2018, served on the board of
directors as Chairman of St. John Health System, a healthcare system in northeastern Oklahoma and southern Kansas.

Mr. Lackey’s experience in serving as the CEO of a manufacturing company provides not only additional knowledge
and insight in production and manufacturing processes in general, but also brings to the Board an individual who can
provide guidance on management and operational systems in a manufacturing environment such as ours. Mr. Lackey’s
prior extensive service on the board of another public company also provides him with the ability to compare and
assess the differences in board operations and functions, which allows him to provide guidance on strengthening the
practices of our Board.

Caron A. Lawhorn was elected as a director of AAON in January 2019, and currently serves in the class of directors
whose terms will expire at the 2020 Annual Meeting. She is a certified public accountant and serves as a member of
our Audit Committee. Ms. Lawhorn has over 35 years of experience in various accounting, finance, operational and
executive positions. Ms. Lawhorn currently serves as Senior Vice President and Chief Financial Officer of ONE Gas,
Inc. (a position she has held since March 1, 2019), and in such role is responsible for finance, accounting, treasury
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functions and investor relations. Prior to her

7
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current role, she served as Senior Vice President, Commercial, a position she held from ONE Gas’s separation from
ONEOK, Inc. in January, 2014. Prior to ONE Gas’s separation from ONEOK, Ms. Lawhorn served in the same role at
ONEOK. Prior to assuming the role of Senior Vice President, Commercial for ONEOK, Ms. Lawhorn was the
President of ONEOK’s natural gas distribution segment. From July 2009 to March 2011, she served as Senior Vice
President, Corporate Planning and Development of ONEOK and ONEOK Partners, responsible for business
development, strategic and long-range planning and capital investment. Ms. Lawhorn became Senior Vice President
and Chief Accounting Officer of ONEOK in 2007, adding responsibility for ONEOK Partners in 2008. Prior to that,
she was Senior Vice President of Financial Services and Treasurer of ONEOK. Ms. Lawhorn joined ONEOK in 1998,
after serving as a Senior Manager at KPMG and Chief Financial Officer of Emergency Medical Services Authority in
Tulsa.

Ms. Lawhorn’s extensive background in various accounting, finance, operational and executive positions provides the
Board with significant accounting and financial expertise and assists the Board’s ongoing efforts to advance the
Company’s accounting and corporate governance practices. Ms. Lawhorn’s public company experience also allows her
to compare our practices against those of other public companies and provide input and guidance on strengthening our
practices and procedures.

Stephen O. (“Steve”) LeClair was elected as a director of AAON in 2017. He is a member of our Compensation
Committee and Audit Committee. Mr. LeClair has over 25 years of experience in various executive, manufacturing,
finance, sales and operational positions. Mr. LeClair currently serves as Chief Executive Officer of Core & Main
(formerly HD Supply Waterworks) (a position he has held since August 2017), and in such role is responsible for
leading the nation’s largest distributor of water, sewer, storm and fire protection products. Prior to his current role, he
served as President of HD Supply Waterworks from December 2011 to August 2017, Chief Operating Officer of HD
Supply Waterworks from 2008 to 2011, and President of HD Supply Lumber and Building Materials from April 2007
until its divestiture to ProBuild Holdings in 2008. Mr. LeClair joined HD Supply in 2005 as Senior Director of
Operations. Prior to joining HD Supply, Mr. LeClair was a Senior Vice President at General Electric (GE) Capital
Equipment Services from 2002 to 2006, and from 1992 to 2002 held various roles at GE Appliances and Power
Generation in distribution, manufacturing and sales. Mr. LeClair is a graduate of GE Power Generation’s
Manufacturing Management Program. He was previously a member of the Saint Louis University’s International
Business School Advisory Board. Mr. LeClair holds a bachelor’s degree in Mechanical Engineering from Union
College and an M.B.A. degree from the University of Louisville.

Mr. LeClair’s extensive experience in operations, distribution, manufacturing and sales at two large public companies
will bring to the Board strategic and operational expertise that will provide valuable insight to the Board across
several phases of AAON’s business. Mr. LeClair’s public company experience will also allows him to compare and
assess the differences in our operations and functions against other publicly traded companies, which enables him to
provide input and guidance on strengthening the practices of AAON.

*A.H. (“Chip”) McElroy II was elected as a director of AAON in 2007, and currently serves in the class of directors
whose terms will expire at the 2019 annual meeting of stockholders. He is Chairman of our Compensation Committee
and serves as a member of our Governance Committee. Since 1997 Mr. McElroy has served as President and CEO of
McElroy Manufacturing, Inc., a privately held manufacturing concern based in Tulsa, Oklahoma. Since 2002, Mr.
McElroy has also served as Chairman of Southern Specialties Co., a privately held specialty sheet metal manufacturer.
Since 2016, Mr. McElroy has served on the board of directors of Pryer Aerospace, a privately held Tulsa, Oklahoma
based aerospace structural component and sheet metal manufacturer, and also since 2016 has served on the Advisory
Board of HydroHoist Marine Group, a privately held Claremore, Oklahoma based boat lift manufacturer. Since 2017,
Mr. McElroy has served as a member on the local advisory board of directors of St. John Health System, a healthcare
system in northeastern Oklahoma and Southern Kansas.
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Mr. McElroy’s extensive experience in managing a privately held manufacturing company brings to the Board
substantial knowledge of operational and budgetary efficiencies, as well as technology-related applications which
benefit the Company's general manufacturing processes.

Jack E. Short has served as a director of AAON since 2004, and currently serves in the class of directors whose terms
will expire at the 2020 Annual Meeting of stockholders. He is Chairman of our Audit Committee, a member of our
Governance Committee and since January 2019 has served as our lead independent director. Mr. Short was employed
by PricewaterhouseCoopers (formerly Coopers & Lybrand) for 29 years and retired as the managing partner of the
Oklahoma practice (Tulsa and Oklahoma City) of the firm in June 2001. Mr. Short currently serves on the board of
directors of T.D. Williamson, Inc., a worldwide manufacturing and oilfield services company and previously served
on the board of directors of a public company which is engaged in the non-toxic waste collection business.

Mr. Short’s extensive background in public accounting provides the Board with an individual well-versed in
accounting and financial matters, and his experience serving on the boards of other (publicly and privately held)
companies offers additional insight to the Board in both financial and risk assessment matters.

Executive Officers

In addition to Norman H. Asbjornson and Gary D. Fields (who are both directors and executive officers of the
Company, and whose biographical information may be found in the section above entitled “Directors”), the executive
officers of the Company are:

Name Age Current Position

Scott M. Asbjornson 50 Vice President, Finance and Chief Financial Officer
Mikel D. Crews 61 Vice President, Operations
Rebecca A. Thompson 40 Chief Accounting Officer and Treasurer

Scott M. Asbjornson, age 50, Vice President, Finance and CFO, joined the Company in 1990 and is the son of the
Company’s CEO, Norman H. Asbjornson. Mr. Scott Asbjornson has held various positions with the Company and
AAON Coil Products, Inc., including Vice President (2007-2010) and President (2010-2012) of AAON Coil Products,
Inc. He also serves as Vice President, Finance and CFO of AAON-Oklahoma. Scott also has a Master's in Business
Administration from the University of Tulsa.

Mikel D. Crews, age 61, Vice President, Operations, joined the Company at its inception and was promoted to his
current position in February 2017. From 2015 to February 2017, Mr. Crews served as the Company's Director of
Material and Operations. Prior to that served as Manager of Operations since 1991.

Rebecca A. Thompson, age 40, Chief Accounting Officer and Treasurer, joined the Company as Chief Accounting
Officer in 2012 and Treasurer in 2017. Ms. Thompson previously served as a Senior Manager at Grant Thornton, LLP
where she had 11 years of experience in the assurance division. Rebecca has a Bachelor's of Science in Accounting

and Master's of Information Systems and Accounting from the University of Tulsa. Ms. Thompson is also a licensed
certified public accountant.

BOARD, COMMITTEE MATTERS AND CORPORATE GOVERNANCE

Leadership Structure of the Board
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The business of AAON is managed under the direction of our Board of Directors (“Board”). In accordance with our
Bylaws, we do not have a “Chairman of the Board”; rather, the Chief Executive Officer presides as “Chairman” at all
meetings of the Board and stockholders. Our Board has also chosen to elect a lead independent director to perform the
duties and responsibilities as the Board may determine.

9

22



Edgar Filing: AAON INC - Form DEF 14A

The Board has determined that our current Board structure, having the Chief Executive Officer also serve as the
presiding officer at all Board and stockholder meetings, and having a lead independent director, is currently the most
appropriate leadership structure for the Company and its stockholders. This fosters clear accountability, effective
decision-making, alignment with corporate strategy, direct oversight of management, full engagement of the
remaining directors and continuity of leadership. Having a lead independent director demonstrates the Board's
recognition of the importance of independent leadership and identifies the individual, appointed by and from the
independent directors, selected to act as the leader of the independent directors. As the officer ultimately responsible
for the day-to-day operation of the Company and for execution of its strategy, the Board believes that the Chief
Executive Officer is the director best qualified to act in the capacity as “Chairman” of the Board and to lead Board
discussions regarding the performance of the Company, and also believes having a lead independent director
complements this structure and helps ensure appropriate discussions take place--in an open and forthright manner--at
the Board level. We do not require the person filling the function of “Chairman of the Board” to be an independent
director, but we do require our lead independent director to qualify as an independent director under applicable
securities laws, rules or regulations, and applicable stock exchange requirements or guidelines. The Board considers
and reviews its leadership structure annually by the independent directors in connection with its self-evaluation
process. The Board believes its current leadership structure is reasonable, appropriate and in the best interests of the
Company and its stockholders.

The Board’s Role in Risk Oversight

The Board has ultimate responsibility for oversight of our risk management processes. The Board discharges this
oversight responsibility through regular reports received from and discussions with senior management on areas of
material risk exposure to the Company. These reports and Board discussions include, among other things, operational,
financial, legal, regulatory and strategic risks. Additionally, our risk management processes are intended to identify,
manage and control risks so that they are appropriate considering our size, operations and business objectives. The full
Board (or the appropriate committee in the case of risks in areas for which responsibility has been delegated to a
particular committee) engages with the appropriate members of senior management to enable its members to
understand and provide input to and oversight of our risk identification, risk management and risk mitigation
strategies. In addition, each of our Board committees considers the risks within its areas of responsibility. For
example, the Audit Committee reviews risks related to financial reporting; discusses material violations, if any, of
Company ethics and compliance policies brought to its attention; considers the Company’s annual audit risk
assessment which identifies internal control risks and drives the internal and external audit plan for the ensuing year;
and considers the impact of risk on our financial position and the adequacy of our risk-related internal controls. The
Compensation Committee reviews compensation and human resource risks. This enables the Board to coordinate risk
oversight, particularly with respect to interrelated or cuamulative risks that may involve multiple areas for which more
than one committee has responsibility. The Board or applicable committee also has authority to engage external
advisors as necessary.

Actions taken by the Board outside of Board meetings were consented to in writing by a memorandum of action in
lieu of a meeting, to which all incumbent directors subscribed. Directors meet their responsibilities not only by
attending Board and committee meetings but also through communication with members of management on matters
affecting us.

A description of the fees paid to the directors and members of the Audit Committee, Compensation Committee and
Governance Committee can be found under “Executive Compensation - Director Compensation”, herein.

10
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Communicating with the Board

Stockholders may communicate with the Board, including the non-management directors, by sending a letter to the
Board of Directors of AAON, Inc., c/o Corporate Secretary, 2425 South Yukon, Tulsa, Oklahoma 74107. The
Corporate Secretary has the authority to disregard any inappropriate communications. If deemed an appropriate
communication, the Corporate Secretary will submit the correspondence to the Board or to any specific director to
whom the correspondence is directed.

Board Meetings and Annual Meeting Attendance

Our directors are expected to attend Board meetings, meetings of Board committees on which they serve and the
Annual Meeting of Stockholders. The Board met five times during 2018, and each director participated in 75% or
more of the total number of meetings of the Board. We encourage all of our directors to attend AAON’s annual
meeting of stockholders and all Board members who were in office at such time attended the 2018 annual meeting.

Executive Sessions

Our Board and Board committees regularly conduct executive sessions of independent directors. Our lead independent
director presides over each executive session of the independent directors and the committee chairs preside over
executive sessions of each of their respective committees.

Board Committee Structure

Currently, the Board has a standing Audit Committee, Compensation Committee and Governance Committee to assist

the Board in carrying out its functions. The Board has determined that each of the Chairmen, as well as all committee

members are independent under applicable NASDAQ and SEC rules for committee memberships. The members of

the committees are shown in the table below, followed by a brief description of each committee.

. Audit Compensation Governance

Director . . .
Committee Committee =~ Committee

Angela E. Kouplen Member Member --

Paul K. Lackey, Jr. Member -- Chairman

Caron A. Lawhorn Member -- -

Stephen O. LeClair Member Member --

AH. McElroy I -- Chairman Member

Jack E. Short Chairman -- Member

Audit Committee

The Audit Committee assists the Board in fulfilling its responsibility for oversight of the quality and integrity of our
accounting, auditing and financial reporting practices. Among other things, the Audit Committee is responsible for:
selecting and retaining our independent public accountants; preapproving the engagement of the independent
accountants for all audit-related services and permissible, non-audit related services; reviewing in advance the scope
and focus of the annual audit; and reviewing and discussing with management and the auditors our financial reports,
the audited financial statements, the auditor's report, the management letter and the quality and adequacy of our
internal controls. The Board has determined that the Chairman and the other Audit Committee members are
independent under applicable NASDAQ and SEC rules for Audit Committee memberships. The Audit Committee is
governed by a written charter, a copy of which is available on our website, at www.aaon.com. The “Audit Committee
Report” for year 2016 is set forth below.
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The Audit Committee met a total number of four times during 2018 and the Chairman and each committee member
participated in 75% or more of the total number of Audit Committee meetings.

The Board has determined that Mr. Short and Ms. Lawhorn each qualify as an “audit committee financial expert” as
defined by applicable SEC rules and that each member of the Audit Committee meets the additional criteria for
independence of audit committee members set forth in Rule 10A-3(b)(1) under the Securities Exchange Act of 1934,
as amended (the “Exchange Act”), and Section 5605(c) of the NASDAQ Stock Market Listing Standards.

Compensation Committee

The responsibilities of the Compensation Committee, as set forth in its charter, include the direct responsibility and
authority to review and approve our goals and objectives relevant to the compensation of our Chief Executive Officer
and other executive officers, to evaluate the performance of such officers in accordance with the policies and
principles established by the Compensation Committee and to determine and approve, either as a Committee, or (as
directed by the Board) with the other “independent” Board members (as defined by the NASDAQ listing standards), the
compensation level of the Chief Executive Officer and the other executive officers. The Compensation Committee is
composed of the three non-employee directors, named in the table above, each of whom is “independent” as defined by
applicable NASDAQ and SEC rules for committee memberships. The Compensation Committee is governed by a
written charter, a copy of which is available on our website, at www.aaon.com. In accordance with its charter, our
Compensation Committee has the sole authority to retain and terminate its compensation consultant and to review its
compensation consultant's independence on an annual basis.

The Compensation Committee met a total of six times during 2018 and the Chairman and each committee member
participated in 75% or more of the total number of Compensation Committee meetings.

Governance Committee

The responsibilities of the Governance Committee include proposing to the Board a slate of nominees for election by
the stockholders at the Annual Meeting, and maintaining a list of prospective director candidates in the event of the
resignation, death, removal or retirement of directors or a change in the Board composition requirements. The
Committee is also charged with reviewing with the Board the desired experience, mix of skills and other qualities to
assure appropriate Board composition. The Board has determined that the Chairman and all Governance Committee
members are independent under applicable NASDAQ and SEC rules for committee memberships. The Governance
Committee met a total of five times during 2018 and the Chairman and each committee member participated in 75%
or more of the total number of Governance Committee meetings.

Our Bylaws also provide that a stockholder may nominate a director for election at an annual meeting if written notice
is given to us not less than 60 and not more than 90 days in advance of the anniversary date of the immediately
preceding annual meeting.

If and when new vacancies occur in the future, the Board will consider director nominees recommended by
stockholders, in accordance with our Bylaws. The Board does not have a formal policy regarding the consideration of,
procedures to be followed by, minimum qualifications of or process for identifying or evaluating nominees
recommended by stockholders.

Among the criteria developed by the Governance Committee for qualification for director nominees as well as director
retention, a candidate must have demonstrated accomplishment in his or her chosen field, character and personal
integrity, and the ability to devote sufficient time to carry out the duties of a director. The Governance Committee
considers whether the candidate is independent under the standards described below under “Director Independence.” In
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addition, the Governance Committee considers all information relevant in their business judgment to the decision of
whether to nominate a particular candidate,

12
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taking into account the then-current composition of the Board and assessment of the Board’s collective requirements.
These factors may include: a candidate’s age, professional and educational background, reputation, industry knowledge
and business experience and relevance to the Company and the Board (including the candidate’s understanding of
markets, technologies, financial matters and international operations); whether the candidate will complement or
contribute to the mix of talents, skills and other characteristics that are needed to maintain the Board’s effectiveness;
and the candidate’s ability to fulfill responsibilities as a director and as a member of one or more of our standing Board
committees. Although the Board does not have a formal diversity policy for Board membership, the Governance
Committee considers whether a director nominee contributes or will contribute to the Board in a way that can enhance
the perspective and experience of the Board as a whole through diversity in gender, ethnicity, geography and
professional experience.

Nomination of a candidate is not based solely on the factors noted above. When current Board members are
considered for nomination for re-election, the Governance Committee also takes into consideration their prior Board
contributions, performance and meeting attendance records. The Governance Committee does not assign specific
weights to particular criteria, and no particular criterion is a prerequisite for Board membership. We believe that the
backgrounds and qualifications of our directors, considered as a group, should provide an appropriate mix of
experience, knowledge and abilities to allow the Board to fulfill its responsibilities. The effectiveness of the Board’s
skills, expertise and background is also considered as part of each Board and committee annual self-assessment
evaluation process conducted at the direction of the Governance Committee.

Code of Ethics

We have adopted a code of ethics that applies to our principal executive officer, principal financial officer and
principal accounting officer or persons performing similar functions, as well as our other employees and directors.
Our code of ethics can be found on our website at www.aaon.com. We will also provide any person without charge,
upon request, a copy of such code of ethics. Requests may be directed to AAON, 2425 South Yukon Avenue, Tulsa,
Oklahoma 74107, attention Scott Asbjornson, or by calling (918) 382-6242.

Transactions with Related Persons

The Company sells units to Fields Mechanical Systems, which is owned by the brother of our President, Gary Fields.
This entity is also one of the Company's independent sales representatives and as such, the Company makes payments
to the entity for third party products, which are reflected in our financial statement as amounts Due to Representatives.
In 2018, the Company had sales to Fields Mechanical Systems for $1.4 million and made payments to Fields
Mechanical Systems of $0.3 million. All transactions are made on standard Company terms and conditions.

Our Code of Conduct guides the Board in its actions and deliberations with respect to related party transactions. Under
the Code, conflicts of interest, including any involving the directors or any Named Executive Officers, are prohibited
except under any guidelines approved by the Board. Only the Board may waive a provision of the Code of Conduct
for a director or a Named Executive Officer, and only then in compliance with all applicable laws, rules and
regulations.

Director Independence

The Board has adopted director independence standards that meet and/or exceed listing standards set by NASDAQ.
NASDAQ has set forth six applicable tests and requires that a director who fails any of the tests be deemed not
independent. The Board has affirmatively determined that Ms. Kouplen, Ms. Lawhorn and Messrs. Lackey, LeClair,
McElroy and Short are independent under the Company's guidelines and independence standards of NASDAQ and the
SEC. Messrs. Asbjornson and Fields do not qualify as independent under the standards set forth below.
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Our director independence standards are as follows:

It is the policy of the Board that a majority of the members of the Board consist of directors independent of AAON
and our management. For a director to be deemed “independent,” the Board shall affirmatively determine that the
director has no material relationship with AAON or its affiliates or any member of the senior management of AAON
or his or her affiliates. In making this determination, the Board applies, at a minimum and in addition to any other
standards for independence established under applicable statutes and regulations as outlined by the NASDAQ listing
standards, the following standards, which it may amend or supplement from time to time:

A director who is, or has been within the last three years, one of our employees, or whose immediate family member
is, or has been within the last three years a Named Executive Officer, cannot be deemed independent. Employment as
an interim Chairman or Chief Executive Officer will not disqualify a director from being considered independent
following that employment.

A director who has received, or who has an immediate family member who has received, during any twelve-month
period within the last three years, more than $120,000 in direct compensation from us, other than director and
committee fees and benefits under a tax-qualified retirement plan, or non-discretionary compensation for prior service
(provided such compensation is not contingent in any way on continued service), cannot be deemed independent.
Compensation received by a director for former service as an interim Chairman or Chief Executive Officer and
compensation received by an immediate family member for service as a non-executive employee will not be
considered in determining independence under this test.

A director who (A) is, or whose immediate family member is, a current partner of a firm that is our external auditor;
(B) is a current employee of such a firm; or (C) was, or whose immediate family member was, within the last three
years (but is no longer) a partner or employee of such a firm and personally worked on our audit within that time
cannot be deemed independent.

A director who is, or whose immediate family member is, or has been within the last three years, employed as an
executive officer of another company where any of our present Named Executive Officers at the time serves or has
served on that company’s compensation committee cannot be deemed independent.

A director who is a current employee or general partner, or whose immediate family member is a current executive
officer or general partner, of an entity that has made payments to, or received payments from us for property or
services in an amount which, in any of the last three fiscal years, exceeds the greater of $200,000 or 5% of such other
entity’s consolidated gross revenues, other than payments arising solely from investments in AAON’s securities or
payments under non-discretionary charitable contribution matching programs, cannot be deemed independent.

For purposes of the independence standards set forth above, the terms:

“affiliate” means any consolidated subsidiary of AAON and any other company or entity that controls, is controlled by
or is under common control with AAON;

“executive officer” means an “officer” within the meaning of Rule 16a-1(f) under the Exchange Act, as amended; and
“immediate family” means spouse, parents, children, siblings, mothers- and fathers-in-law, sons- and daughters-in-law,
brothers- and sisters-in-law and anyone (other than employees) sharing a person’s home, but excluding any person
who is no longer an immediate family member as a result of legal separation or divorce, death or incapacitation.

In addition to the director independence standards set forth above, the Board also requires the Chairs and all other
committee members to satisfy the heightened independence standards set forth under applicable NASDAQ and SEC
rules for committee memberships. In connection with its assessment of the independence of the directors as set forth
above, the Board also determined that our Audit Committee Chair and all other Audit Committee members meet the
additional independence standards of NASDAQ and the SEC applicable to members of the Audit Committee.
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The Board undertakes an annual review of the independence of all non-employee directors. In advance of the meeting
at which this review occurs, each non-employee director is asked to provide the Board with full information regarding
the director’s business and other relationships with us and our affiliates and with senior management and their affiliates
to enable the Board to evaluate the director’s independence.

Directors have an affirmative obligation to inform the Board of any material changes in their circumstances or
relationships that may impact their designation by the Board as “independent”. This obligation includes all business
relationships between, on the one hand, directors or members of their immediate family, and, on the other hand,
AAON and our affiliates or members of senior management and their affiliates, whether or not such business
relationships are subject to any other approval requirements by us.

EXECUTIVE COMPENSATION
Compensation Discussion and Analysis
Executive Summary

During 2018, our executive officers led our efforts to increase sales, execute our internal capital expenditure programs
and position the Company to capitalize on anticipated growth. Some of the key accomplishments during 2018 include:

Record sales of $433.9 million, an increase of 7.1% from 2017;
Record backlog of $151.8 million at December 31, 2018, an increase of 86.8% from the same period a year ago;

Successful acquisition of WattMaster Controls, Inc., our long-time supplier of controls and related components, which
facilitated the acceleration of our internal development of controls used in our products;

Achieved significant completion and initial utilization of our state-of-the-art Norman Asbjornson Innovation Center
research and development laboratory;

Continued advancement of our new line of water-source heat pump products, including a 115% increase in unit sales
compared to 2017; and

Disciplined management of capital expenditures during 2018 totaling $37.3 million.
While we continued to deliver solid sales results in 2018, several challenges presented by our growth negatively
impacted our net income. The primary challenges faced by the Company during 2018 were:

Labor availability issues: Increased manufacturing activity combined with a very low unemployment rate in our
primary market, Tulsa, Oklahoma, presented significant challenges in recruiting and retaining the workforce talent
required to meet our manufacturing output levels; and

Rising supply chain costs: Raw material prices increased during 2018 (with increases of 4.7%, 18.2%, 11.8% and

6.4% for copper, galvanized steel, stainless steel and aluminum, respectively) and our price increases were unable to
sufficiently offset these rising costs.
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The following discusses the material elements of compensation awarded to, earned by or paid to our Named Executive
Officers, comprised of our principal executive and principal financial officers, and our other three most highly
compensated executive officers.

For the 2018 fiscal year, our Named Executive Officers were:
Norman H. Asbjornson Chief Executive Officer
Scott M. Asbjornson  Vice President, Finance and Chief Financial Officer
Mikel D. Crews Vice President, Operations
Gary D. Fields President
Rebecca A. Thompson Chief Accounting Officer and Treasurer

Mr. Norman Asbjornson and Mr. Scott Asbjornson are Named Executive Officers by reason of their positions as the
principal executive officer ("PEO") and principal financial officer ("PFO"), respectively, of the Company during 2018.
Mr. Fields, Mr. Crews and Ms. Thompson are Named Executive Officers as they were our three most highly
compensated executive officers (other than our PEO and PFO) who were serving at the end of 2018.

Our executive compensation programs are determined and approved by our Compensation Committee, after
consideration of recommendations by the principal executive officer and information provided by the Compensation
Committee's independent compensation consultant. The Compensation Committee, however, uses its own judgment to
ultimately make the final decisions concerning compensation paid to our Named Executive Officers.

What We Do What We Do Not Do
Pay for Performance: Our executive compensation
plan is aligned with stockholder interests by No Stock Option Re-Pricing: We do not permit re-pricing of

rewarding for strong financial performance and stock equity awards without stockholder approval.

price appreciation.

Stock Ownership Guidelines: Our directors,

executive officers and certain other key employees No Tax Gross-Ups: We do not provide tax gross-ups.

are subject to robust stock ownership guidelines.

No Hedging in Company Securities: Our directors, executive
officers and other key employees are prohibited from engaging
in hedging transactions, short sales or derivative transactions
with respect to AAON securities.

At-Will Employment: Our executive officers are
employed at-will and we do not use employment
agreements.

Independent Compensation Consultant: We utilize
an independent compensation consultant reporting
directly to the Compensation Committee.

None of the Named Executive Officers are members of the Compensation Committee. The Compensation Committee
has the direct responsibility and authority to review and approve our goals and objectives relative to the compensation
of the Named Executive Officers, and to determine and approve (either as a committee or with the other members of

our Board who qualify as “independent” directors under applicable guidelines adopted by NASDAQ) the compensation
levels of the Named Executive Officers.

Our historical executive compensation programs have intended to achieve two objectives:
T'o enhance our profitability, and thus stockholder value; and
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To attract, motivate, reward and retain high quality employees, including executive personnel, who contribute to our
long-term success.

As described in more detail below, the material elements of our historical executive compensation program for Named
Executive Officers include a base salary, annual incentive bonuses, equity-based compensation, perquisites, and
Company contributions to AAON’s 401(k) plan.

We believe that each element of the executive compensation program helps to achieve one or both of the
compensation objectives outlined above. The table below lists each material element of our executive compensation
program and the compensation objective or objectives that it is designed to achieve.

Compensation Element Compensation Objectives Attempted to be Achieved

Base salary - Attract and retain qualified executives
- Motivate and reward executives’ performance
- Stay competitive in the marketplace

Bonus compensation - Motivate and compensate executives’ performance
- Stay competitive in the marketplace

Equity-based compensation — stock options - Enhance profitability of AAON and stockholder value by
and restricted stock awards aligning long-term incentives with stockholders' long-term
interests
- Attract and retain qualified executives

Retirement benefits — 401(k) and health - Attract and retain qualified executives
savings account

Perquisites and personal benefits - Attract and retain qualified executives
Compensation Philosophy

Our executive compensation program is designed to reward performance, enhance profitability and increase
stockholder value. We believe in a compensation plan that fosters a culture of ownership and allows us to attract and
retain top talent who are similarly focused on the creation of long-term value. We reward our executive officers with a
pay mix that emphasizes long-term compensation through stock options and restricted stock awards to align
stockholder and executives’ interests. We strive to provide total compensation that aligns with the market median for
NEOs and utilize an annual bonus program to incentivize executive officers to meet Company performance goals. We
maintain a compensation program that operates in the best interests of AAON and our stockholders, rewarding Named
Executive Officers based on performance.

We have, from time to time, at the request and for the benefit of the Compensation Committee, retained independent
third-party executive compensation consulting companies (which provide no other services to us) to provide general
compensation expertise. The Compensation Committee has previously utilized these consulting firms for a
comprehensive analysis of compensation for all executive, engineering, sales, marketing, general and administrative
positions. These consultants generally gather peer group information and provide the information to the Compensation
Committee, which is then used for proper benchmarking of our compensation programs for executives and other
employees. The peer group information is utilized by the Compensation Committee to provide reference points that
compare our compensation practices against those of other similarly situated publicly traded companies. While the
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peer group data helps inform the Compensation Committee in its decision making process, the Compensation
Committee ultimately makes its determinations based on subjective criteria and reliance on its independent business
judgment and experience.
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During 2018, the Compensation Committee conducted a thorough request for proposal ("RFP") process which sought
proposals from several independent compensation advisor firms. The Committee completed this process in January
2019 and ultimately engaged Meridian Compensation Partners, LLC ("Meridian") as the Compensation Committee's
independent compensation advisor on executive and director compensation matters, peer group identification for
executive compensation planning and other compensation matters. The Compensation Committee has the sole
authority to retain and terminate its independent consultant and also has the sole authority to approve the independent
consultant's fees and terms of engagement. Meridian provides no other services to AAON and does not perform any
work for management.

In accordance with applicable SEC and NASDAQ rules, as well as the Compensation Committee's charter, the
Compensation Committee annually reviews the independence of its compensation consultant. For 2018, the
Committee determined that its prior independent compensation consulting firm satisfied the applicable rules for
independence. The Committee also considered the independence of Meridian in the course of conducting its RFP
process and determined that Meridian also qualifies as independent.

Say-On-Pay

We provide our stockholders the opportunity to cast an advisory vote (currently once every three years) to approve the
compensation of our Named Executive Officers as disclosed pursuant to the SEC's compensation disclosure rules. The
results of this advisory vote (commonly known as a "say-on-pay proposal"), while not binding on the Company, are
taken into account by the Compensation Committee in its determinations regarding the key components, design and
implementation of our executive compensation program.

At our 2017 Annual Meeting of Stockholders, the ballot included our say-on-pay proposal. The vote was not binding

on the Company, the Board of Directors or the Compensation Committee. Of the votes cast, including abstentions,
96.3% were “FOR” the compensation of the Named Executive Officers. The Compensation Committee was cognizant of
this result in its determinations to continue the key components, design and implementation of our executive
compensation program.

The ballot for our 2017 Annual Meeting of Stockholders also included an advisory vote as to the frequency of future
advisory say-on-pay votes. Of the votes cast, including abstentions, 47.71% selected "THREE YEARS" as the
frequency for future say-on-pay votes. At a meeting of the Board of Directors immediately following our 2017 Annual
Meeting of Stockholders, the Board determined, in light of such advisory vote, to continue including an advisory
stockholder say-on-pay proposal every three years. As a result, we currently anticipate our next say-on-pay proposal
will be included on the ballot for our 2020 Annual Meeting of Stockholders.
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2018 Executive Compensation Program Elements

The following discussion, as well as the historical information contained in the tables below, are based upon our
historical and current compensation plans, in effect in 2018 and in the previous reported year.

Base Salaries

Below is a summary of 2018 base salaries for our Named Executive Officers:

Named Executive Officer 2017 Base Salary 2018 Base Salary Percent
Increase
Norman H. Asbjornson $480,960 $480,960 —%
Scott M. Asbjornson $246,220 $246,220 —%
Mikel D. Crews $185,148 $270,556 46%
Gary D. Fields $350,000 $350,000 —%
Rebecca A. Thompson $176,092 $230,464 31%

In approving these executives’ salary levels, the Committee took into account certain factors, including,
recommendations of the principal executive officer (except as it related to himself), benchmark information received
from the independent compensation consultant, each executives’ individual experience and responsibilities as well as
the Company’s performance. Based on the Company's performance, market data and other internal considerations, the
Compensation Committee made no base salary changes for our executive officers during 2018, but in late 2017
approved a 31% increase for Rebecca Thompson, which was in conjunction with her assuming the role of Treasurer
(in addition to her position as Chief Accounting Officer) and to remain competitive with market data, as well as a 46%
increase for Mikel Crews, following his promotion to Vice President, Operations, and based on competitive market
data.

Annual Cash Incentive Bonuses
We have an “at risk” annual incentive bonus which is intended to facilitate alignment of management with corporate
objectives and stockholder interests in order to achieve outstanding performance and to meet specific AAON financial

goals by:

providing the employees designated by the Committee, incentive compensation tied to stockholder interests and goals
for the Company;

providing competitive compensation to attract, motivate, reward and retain employees who achieve outstanding
performance;

fostering accountability and teamwork throughout the Company; and

contributing to the long-term success of the Company.

At the recommendation of the Compensation Committee, the Board has authorized Mr. Asbjornson, as the CEO, to
provide further detailed recommendations on the annual incentive bonus plan and individual objectives within such
plan with respect to each other Named Executive Officer. The CEO will, with the Compensation Committee’s

approval, have the authority to increase or decrease the individual annual incentive awards (up to 15%) for each other
Named Executive Officer based upon Mr. Asbjornson's evaluation of such officer’s annual objectives.
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We believe that the annual incentive bonus should be a substantial component of total compensation and be based
upon achievement of AAON’s annual "Opportunity Budget" (which is the Company's budgeted net income before
“profit sharing” and income taxes, but after bonus accrual). Incentive compensation opportunities are expressed as a
percentage of the executive officer’s base salary multiplied by a bonus factor. The bonus factor is calculated using a
formula determined by the Compensation Committee that results in a multiple of the amount by which the Company
exceeded (or approached, if less than 100%, but equal to or more than 80% of) the Opportunity Budget.

The following table details the results for the fiscal year ended December 31, 2018:
Opportunity Budget Actual Results % of Opportunity Budget Bonus Factor
$90.0 million $55.8 million 62% 0

For our Named Executive Officers to be eligible to qualify for the Company’s annual incentive cash bonus, the
Company’s actual performance must equal at least 80% of the annual Opportunity Budget threshold amount, which is
set in advance (typically in February of each year) by the Compensation Committee.

In the event the Company’s performance exceeds the level necessary for our Named Executive Officers to earn a bonus
under the annual cash incentive bonus plan (which, as noted above, requires actual Company performance of at least
80% of the Opportunity Budget amount), the Board has the discretion (with the advice of the Compensation
Committee) in the case of Norman H. Asbjornson, and Mr. Asbjornson has the discretion in the case of the other
Named Executive Officers, to increase or decrease the bonus amount earned by each Named Executive Officer up to
15% based on how such individual has performed in relation to his or her annual objectives. For 2018, annual cash
incentive bonuses were not awarded as a result of the Company’s actual results falling short of the required threshold
of 80% of the Opportunity Budget amount.

The annual incentive bonus, when awarded, is reported in the following columns of the "Summary Compensation
Table" for each Named Executive Officer, the “Bonus” column, for the adjustment portion, and the "Non-Equity
Incentive Plan Compensation" column, for the preliminary calculated annual incentive bonus portion.

Equity-Based Compensation

Our policy is that the Named Executive Officers’ long-term compensation should be directly linked to enhancing
profitability and value provided to our stockholders. Accordingly, the Compensation Committee grants equity awards
under our 2007 LTIP and 2016 Incentive Plan, both designed to link an increase in stockholder value to compensation.
Such grants are largely based upon the recommendation of the principal executive officer (except as to himself) based
on the Named Executive Officer’s performance in the prior year and his or her expected future contribution to our
performance.
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Positive overall Company performance (from both a financial as well as stock price stand point) is a primary element
associated with the grant of equity-based compensation to the executive officers as a group. When determining the
total value of compensation provided to our executive officers, our Compensation Committee, with the advice of our
CEO, evaluates various aspects of Company performance in light of general economic conditions, as well as
comparison of the Company's performance against similar competitors in the industry. Performance elements
considered may include improvement in sales performance, cost containment initiatives, product and marketing
development, risk management, or successful completion of major capital projects, including enhancements to
manufacturing operations. These elements have not been specifically weighted in determining the amount of the
equity incentive awards because the relative importance of each element may change from time to time and the
responsibilities of each executive officer, as they contribute to the achievement of any particular objective, may vary.

Factors considered when determining any specific equity-based award include:

the responsibilities of the executive officer;

the scope, level of expertise and experience required for the executive officer’s position and the period during which
the officer has performed these responsibilities;

the strategic impact of the officer’s position; and

the potential future contribution of the officer.

Non-qualified stock options and restricted stock awards for Named Executive Officers and other key employees
generally vest ratably on an annual basis over five years. The Compensation Committee believes that these awards
encourage Named Executive Officers to continue to use their best professional skills and to retain Named Executive
Officers for longer terms.

Awards are granted to new key employees on their hire date. Other grant date determinations are made by the
Compensation Committee, which are based upon the date the Committee met and proper communication was made to
the Named Executive Officer or key employee as defined in the definition of grant date by FASB ASC Topic 718.
Stock option exercise prices are equal to the value of AAON stock on the close of business on the determined grant
date. We have no program or practice to coordinate timing of grants with release of material, nonpublic information.

We believe it is important for a significant portion of our total compensation to executive officers be in the form of
equity. This approach helps ensure the interests of our executive officers are properly aligned with our stockholders
and also rewards our executive officers for driving results that enhance profitability and increase stockholder value.

The following shares of equity awards were granted in 2018 to our Named Executive Officers:
Named Executive Officer Restricted Stock Awards Option Awards 2018 Total Shares Awarded

Norman H. Asbjornson 4,600 115,700 120,300
Scott M. Asbjornson 3,200 39,900 43,100
Mikel D. Crews 1,800 31,600 33,400
Gary D. Fields 6,000 63,300 69,300
Rebecca A. Thompson 1,300 28,800 30,100
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Perquisites

We provide some Named Executive Officers with certain perquisites and personal benefits, including automobile
related expenses. We utilize certain tax advantages associated with perquisites and personal benefits as a way to
provide additional annual compensation that supplements base salaries and bonus opportunities granted to Named
Executive Officers. We believe the perquisites provided, and their corresponding values, are appropriate for
executives within our industry. Perquisites are reported in the “All Other Compensation” column of the “Summary
Compensation Table” for each Named Executive Officer if applicable and if reporting threshold requirements were
met.

Retirement Benefits - Defined Contribution Plan, 401(k) and Health Savings Account

We sponsor a defined contribution plan (the "Plan”). Eligible employees may make contributions in accordance with
the Plan and IRS guidelines. In addition to the traditional 401(k), eligible employees are given the option of making an
after-tax contribution to a Roth 401(k) or a combination of both. The Plan provides for automatic enrollment and for
an automatic increase to the default deferral percentage at January 1st of each year and each year thereafter. Eligible
employees are automatically enrolled in the Plan at a 6% deferral rate and currently contributing employees' deferral
rates are increased to 6% each year, unless their current rate is above 6% or the employee elects to decline the
automatic enrollment or increase.

The Company presently matches 175% up to 6% of employee contributions of eligible compensation. Administrative
expenses for the Plan are paid for by Plan participants. Additionally, Plan participant forfeitures are used to reduce the
cost of the Company contributions. We contribute in the form of cash and direct the investment to shares of AAON
stock. Employees are 100% vested in salary deferral contributions and vest 20% per year at the end of years two
through six of employment in employer matching contributions.

The amounts contributed by us to each Named Executive Officer under the 401(k) plan are based on actual
contributions and the base salary, bonus and equity compensation of the employee, and are reported in the “All Other
Compensation” column of the “Summary Compensation Table” for each Named Executive Officer, if applicable, and if
the threshold reporting requirements were met. Our employees participate in a high-deductible health savings plan
wherein they open a Health Savings Account. We match 175% of employee contributions to their Health Savings
Account.

Equity Ownership Guidelines

The Board approved stock ownership guidelines for directors, executive officers and other key employees in order to
further align the interest of our directors and executive officers with those of our stockholders. Our equity ownership
guidelines are as follows:

Amount of Ownership: determined as a multiple of the individual’s base salary or a specified dollar value, as noted
below. These amounts represent the minimum amount of AAON stock an individual should seek to acquire and
maintain:

Directors $280,000 worth of AAON Stock
CEO 5 times base salary
Other executive officers/certain key employees 3 times base salary

iming: Directors and the CEO have five years from the date of hire, promotion or election (as the case may be) to
acquire the ownership levels set forth above, which they are expected to retain during their tenure with the Company
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in such position. The other executive officers and
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key employees subject to the equity ownership g