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All common stock, equity, share, and per share amounts have been retroactively adjusted to reflect a one-for-ten reverse stock split
which was effective January 31, 2018.

This Amendment No. 1 on Form 10-K/A contains forward-looking statements within the meaning of Section 27A of the Securities
Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended. The words may, anticipate,

believe, expect, estimate, project, suggest, intend and similar expressions are intended to identify forward-looking statement
Such statements reflect our current views with respect to future events and financial performance and are subject to certain risks,
uncertainties and assumptions, including those discussed in ltem 1A. Risk Factors. in the Original Filing (as defined below). Should
one or more of these risks or uncertainties materialize, or should underlying assumptions prove incorrect, actual results may vary
materially from those anticipated, believed, expected, estimated, projected, suggested or intended.

EXPLANATORY NOTE

This Amendment No. 1 on Form 10-K/A ( Amendment No. 1 ) amends our Annual Report on Form 10-K for the fiscal year ended

December 31, 2017 (the Original Filing ), filed with the U.S. Securities and Exchange Commission ( SEC ) on March 15, 2018 (the
Original Filing Date ). The sole purpose of this Amendment No. 1 is to include the information required by Items 10 through 14 of

Part Ill of Form 10-K. This information was previously omitted from the Original Filing in reliance on General Instruction G(3) to

Form 10-K, which permits the information in the above referenced items to be incorporated in the Form 10-K by reference from our

definitive proxy statement if such proxy statement is filed no later than 120 days after our fiscal year-end. The reference on the

cover of the Original Filing to the incorporation by reference to portions of our definitive proxy statement into Part Ill of the Original

Filing is hereby deleted.
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In accordance with Rule 12b-15 under the Securities Exchange Act of 1934, as amended ( Exchange Act ), Part I, Items 10 through
14 of the Original Filing are hereby amended and restated in their entirety. In addition, new certifications by our principal executive
officer and principal financial officer are filed as exhibits to this Amendment No. 1, as required by Rule 12b-15 under the Exchange
Act. This Amendment No. 1 does not amend, modify, or otherwise update any other information in the Original Filing. Accordingly,
this Amendment No. 1 should be read in conjunction with the Original Filing. In addition, this Amendment No. 1 does not reflect

events that may have occurred subsequent to the Original Filing Date.
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PART Ill

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

Section 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Exchange Act and related rules of the SEC require our directors and officers, and persons who own more than
10% of a registered class of our equity securities, to file initial reports of ownership and reports of changes in ownership with the
SEC. These persons are required by SEC regulations to furnish us with copies of all Section 16(a) reports that they file. As with
many public companies, we provide assistance to our directors and executive officers in making their Section 16(a) filings pursuant
to powers of attorney granted by our insiders. To our knowledge, based solely on our review of the copies of Section 16(a) reports
received by us with respect to 2017, including those reports that we have filed on behalf of our directors and executive officers
pursuant to powers of attorney, or written representations from certain reporting persons, we believe that all filing requirements
applicable to our directors, officers and persons who own more than 10% of a registered class of our equity securities have been
satisfied on a timely basis.

Directors and Executive Officers

The following table sets forth certain information about our current directors and executive officers at April 30, 2018:

Name Age Position

David L. Copeland 62 Director (Class I)

William F. Farley 74 Director (Class Il)

Christopher M. Harte 70 Director (Class I); Chairman of the Board

Melvin L. Keating 71 Director (Class Il)

Scott C. Key 59 Director (Class I)

Judy C. Odom 65 Director (Class Ill)

Karen A. Puckett 57 Director (Class lll); President & CEO

Alfred V. Tobia, Jr. 53 Director (Class Il)

Carlos M. Alvarado 44 Vice President, Finance & Controller

Jon C. Biro 52 Executive Vice President & Chief Financial Officer
Frank M. Grillo 52 Executive Vice President, Sales & Chief Marketing Officer
Andrew P. Harrison 48 Executive Vice President, Contact Centers & CHRO
Robert L. R. Munden 49 Executive Vice President, General Counsel & Secretary

Class | directors are to be elected at our 2018 annual meeting of stockholders. The term of Class Il directors expires at the 2019
annual meeting of stockholders, and the term of Class Il directors expires at the 2020 annual meeting of stockholders.
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David L. Copeland has served on Harte Hanks Board of Directors (the Board ) since 1996. He has been
employed by SIPCO, Inc., the management and investment company for the Andrew B. Shelton family,
since 1980, and currently serves as its President. Since 1998, he has served as a director of First
Financial Bankshares, Inc., a financial holding company. Currently, he serves on First Financial
Bankshares executive and nominating committees and is also the chairman of its audit committee.

We believe that Mr. Copeland s qualifications for our Board include his experience serving on various committees for a publicly
traded financial holding company. We also believe he offers us extensive knowledge of financial instruments, financial and
economic trends and accounting expertise from serving as president of SIPCO, Inc. and on the audit committee of First Financial
Bankshares. Mr. Copeland, a certified public accountant and a chartered financial analyst, would qualify as a financial expert for
our audit committee.
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William F. Farley has served as a director of Harte Hanks since 2003. Currently, he is a Principal with
Livingston Capital, a private investment business he started in 2002. From 2005 - 2018 he served on the
board of trustees for Blue Cross Blue Shield of Minnesota and was a member of its technology committee
and business development committee, and was the chair of its investment committee. He served as
Chairman and Chief Executive Officer of Science, Inc., a medical device company, from 2000 to 2002. He
also served as Chairman and Chief Executive Officer of Kinnard Investments, a financial services holding
company, from 1997 to 2000. From 1990 to 1996, he served as Vice Chairman of U.S. Bancorp, a financial
services holding company.

We believe that Mr. Farley s qualifications for our Board include his extensive leadership experience at various financial institutions
serving in roles as chairman and chief executive officer. We believe he provides important perspectives on financial markets,
complex securities and financial and economic trends, as well as a broad prospective on corporate governance and risk
management issues facing businesses today. Mr. Farley qualifies as a financial expert on our audit committee.

Christopher M. Harte has served as a director of Harte Hanks since 1993. Serving as our Chairman since
July 1, 2013, he is also a private investor. He was Chairman and publisher of the Minneapolis Star Tribune
from March 2007 through September 2009. The Minneapolis Star Tribune entered bankruptcy in

January 2009 and emerged from bankruptcy in September 2009. He had previously been President and
publisher of Knight-Ridder newspapers in State College, Pennsylvania and Akron, Ohio, and later President
of the newspaper in Portland, Maine. He was a director of Geokinetics, Inc. (from 1997 to 2013) and Crown
Resources Corporation (from 2002 until its merger with Kinross Gold Corporation in 2006).

We believe that Mr. Harte s qualifications for our Board include his extensive experience in managing, investing in and serving on
the board of directors of a number of communications and other public and private companies. He offers the perspective of a
seasoned board member, having served on our Board through several major transitions, both when the company was private as
well as after its most recent public offering.

Melvin L. Keating has served as a director and Audit Committee member of Harte Hanks since July 2017.
Mr. Keating is currently a consultant, and as such has provided investment advice and other services to
private equity firms since November 2008. Since September 2015, he has been a Director of Agilysys Inc.,
a leading technology company that provides innovative software for point-of-sale (POS), property
management, inventory and procurement, workforce management, analytics, document management and
mobile and wireless solutions and services to the hospitality industry. Mr. Keating also currently serves as a
Director of MagnaChip Semiconductor Corp., a designer and manufacturer of analog and mixed-signal
semiconductor products for consumer, communication, computing, industrial, automotive and loT
applications. From 2005 to October 2008, he served as the President and Chief Executive Officer of
Alliance Semiconductor Corp., a manufacturer and seller of semiconductors. During the course of his
career, Mr. Keating also served as a director of the following public companies: Red Lion Hotels Corp,
where he was Chairman of the Board; API| Technologies Corp.; Integrated Silicon Solutions Inc.; Tower
Jazz Semiconductor Ltd.; Integral Systems, Inc.; White Electronic Designs Corp.; Crown Crafts Inc.;



Edgar Filing: HARTE HANKS INC - Form 10-K/A

Bitstream, a/k/a Marlborough Software Development; Plymouth Rubber Co.; Price Legacy Corp.;
InfoLogix, Inc.; LCC International, Inc.; Aspect Medical Systems Inc.; and ModSys International Ltd.

We believe Mr. Keating s extensive experience as an investment consultant, executive officer and board member provides a
valuable perspective on our Board.

Scott C. Key joined the Harte Hanks Board on March 17, 2013. Through June 2015, Mr. Key served as
President and Chief Executive Officer of IHS, Inc. Mr. Key also served on IHS board of directors. Mr. Key
joined IHS in 2003, and served in a variety of roles of progressively greater responsibility, most recently as
IHS Chief Operating Officer (in 2011), Senior Vice President, Global Products and Services (in 2010) and
President and Chief Operating Officer of IHS Global Insight (September 2008 December 2009). From
2007-2008, he served as President and Chief Operating Officer of IHS Jane s and chairman of IHS Fairplay,
and led an integrated sales team on a global basis. From 2003-2007, he served as IHS Senior Vice
President of Corporate Strategy and Marketing, and led Energy Strategy, Products, Marketing and

Software Development.

We believe Mr. Key s extensive experience in global data- and analytics-intensive businesses brings a keen perspective as our
company continues to develop more and different data-driven marketing offerings for our clients. In addition, his recent service as
Chief Executive Officer of a fast growing company will provide a valuable perspective on our Board as we deploy our new strategy.
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Judy C. 0dom has served as a director of Harte Hanks since 2003. Since November 2002, Ms. Odom has
served on the board of directors of Leggett & Platt, Incorporated, a diversified manufacturing company,
where she also serves as chair of the audit committee and as a member of its compensation and
nominating and governance committees. In March 2014, Ms. Odom joined the board of directors of Sabre
Corporation, a leading technology solutions provider to the global travel and tourism industry; she also
serves as the chair of Sabre s Audit Committee. From 1985 until 2002, she held numerous positions, most
recently chief executive officer and chairman of the board, at Software Spectrum, Inc., a global business to
business software services company, which she co-founded in 1983. Prior to founding Software Spectrum,
she was a partner with the international accounting firm, Grant Thornton.

We believe that Ms. Odom s qualifications to serve on our Board include her board service with several companies allowing her to
offer a broad leadership perspective on strategic and operating issues facing companies today. Her experience co-founding
Software Spectrum, growing it to a large public company before selling it to another public company and serving as board chair
provides the insight and perspective of a successful entrepreneur and long-serving chief executive officer with international
operating experience. As a partner in an international accounting firm she supervised audits of many companies in various
industries.

Karen A. Puckett has served as a director of Harte Hanks since 2009, and was appointed our President &
Chief Executive Officer (CEO) in September 2015. Ms. Puckett served in several executive positions with
CenturyLink, Inc. and its predecessor companies for over 15 years until her departure in June 2015, most
recently as its President of Global Markets and Chief Operating Officer. CenturyLink is the third largest
telecom communications company in the U.S. and a leader in network services as well as a global leader in
cloud infrastructure and hosted IT solutions for enterprise customers. CenturyLink provides data voice and
managed services in local, national and select international markets. Ms. Puckett also serves as a director
(and member of the audit and personnel committees, and formerly the finance committee) of Entergy
Corporation, an integrated energy company engaged primarily in electric power production and retail
distribution operations.

We believe that Ms. Puckett s qualifications for our Board include her essential perspective as our current President & CEO, and
her extensive prior leadership and operating experience at CenturyLink. We believe her involvement in the transformation and
expansion of CenturyLink will provide the Board with key insights on all aspects of challenging and rapidly-changing business
situations.

Alfred V. Tobia, Jr. has served as a director and Compensation Committee member of Harte Hanks since
July 2017. Mr. Tobia is a co-Founder and Portfolio Manager for Sidus Investment Management, LLC and
its affiliates, in which capacity he oversees the management of the Sidus equity funds and provides
analysis to the firm s credit fund. Mr. Tobia was previously a Senior Managing Director and Supervisory
Analyst (1996 to 2000) within the data networking and telecommunication equipment sectors at Banc of
America Securities (formerly Montgomery). From 1992 to 1996, he was a Senior Analyst at Wertheim
Schroeder & Co., focusing on PC and entertainment software, data networking and special situations. Prior
to that, Mr. Tobia was an analyst at Mabon Nugent & Co. (1986 to 1992), covering various sectors of

10
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technology.

Mr. Tobia has extensive financial experience in both public and private companies and executive experience through the
management of a small-cap investment fund. Mr. Tobia s background and insights provide valuable expertise in corporate finance,
strategic planning, and capital and credit markets. We believe Mr. Tobia s extensive financial experience will provide a valuable
perspective on our Board.

Carlos M. Alvarado has served as the Vice President, Finance and Controller since June 2013. Prior to joining
Harte Hanks, he was Director of Accounting for Visionworks of America, Inc., a subsidiary of Highmark s
vision holding company, HVHC Inc. Prior to joining HVHC, Mr. Alvarado spent six years in public
accounting with Ernst & Young and Arthur Andersen, and two years at a retail grocery company.

Jon C. Biro was appointed our Executive Vice President and Chief Financial Officer in November 2017.

Mr. Biro previously served as chief financial officer for (and then consultant to) Exterran Corporation from
October 2015 through January 2017, and served as chief financial officer of Archrock, Inc., (formerly
Exterran Holdings, Inc.) from September 2014. Prior to joining Exterran, Mr. Biro served as chief financial
officer, chief accounting officer, treasurer and secretary for Consolidated Graphics, Inc. from January 2008
through January 2014.

Frank M. Grillo was appointed our Chief Marketing Officer in October of 2015, and now serves as our
Executive Vice President, Sales & CMO. Mr. Grillo previously worked for CenturyLink, Inc. as a vice
president of

11
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business marketing (beginning April 2012). Prior to CenturyLink, Mr. Grillo served in a variety of executive sales, operations and
marketing roles for Cypress Communications (from September 2005 to January 2012) and Trinsic Communications (from
March 2003 to August 2005).

Andrew P. Harrison is our Executive Vice President and Chief Human Resources Officer. Mr. Harrison also
leads our contact center services. Mr. Harrison has worked in a variety of human resources and operational
management and leadership roles for Harte Hanks for over 20 years.

Robert L. R. Munden joined the company in April 2010 as our General Counsel and Secretary, and also
served as our Chief Financial Officer (in addition to his other roles) from January 2017 to November 2017.
From April 2005 through March 2010, Mr. Munden served as Vice President and Corporate Counsel of
Safeguard Scientifics, Inc. From June 2002 through April 2005, he served as Corporate Counsel, North
America for Taylor Nelson Sofres, a market research company (now a division of WPP PLC). Prior to that,
Mr. Munden served as General Counsel to an online marketing and database services firm, as an
associate with a corporate law firm and as an armor and cavalry officer in the U.S. Army.

Code of Ethics and Other Governance Information

We have established a corporate compliance program as part of our commitment to responsible business practices in all of the
communities in which we operate. The Board has adopted a Business Conduct Policy that applies to all of our directors, officers
and employees, which promotes the fair, ethical, honest and lawful conduct in our business relationships with employees,
customers, suppliers, competitors, government representatives, and all other business associates. In addition, we have adopted a
Code of Ethics applicable to our CEO and all of our senior financial officers. The Business Conduct Policy and Code of Ethics form
the foundation of a compliance program that includes policies and procedures covering a variety of specific areas of professional
conduct, including compliance with laws, conflicts of interest, confidentiality, public corporate disclosures, insider trading, trade
practices, protection and proper use of company assets, intellectual property, financial accounting, employment practices, health,
safety and environment, and political contributions and payments. The Business Conduct Policy forbids employees and directors
from engaging in hedging activities with respect to our securities.

Both our Business Conduct Policy and our Code of Ethics are available on our website at www.hartehanks.com, under the

Corporate Governance subsection of our Investors section. In accordance with New York Stock Exchange ( NYSE ) and SEC rules,
we intend to disclose any future amendments to our Code of Ethics, or waivers from our Code of Ethics for our CEO, Chief
Financial Officer ( CFO ) and Controller, by posting such information on our website (www.hartehanks.com) within the time period
required by applicable SEC and NYSE rules.

Audit Committee

12
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The Board has a separately designated standing Audit Committee established in accordance with Section 3(a)(58)(A) of the
Exchange Act. The Audit Committee is composed solely of directors who the Board has determined are independent. The current
members of the Audit Committee are William F. Farley, Christopher M. Harte, Melvin L. Keating and Scott C. Key. The primary
function of the Audit Committee is to assist the Board in fulfilling its oversight of (1) the integrity of our financial statements,
including the financial reporting process and systems of internal controls regarding finance, accounting, and legal compliance,

(2) the qualifications and independence of our independent auditors, (3) the performance of our internal audit function and
independent auditors, and (4) our compliance with legal and regulatory requirements.

The Board has determined that Messrs. Farley, Harte, Keating and Key are financially literate, and that Messrs. Farley and Keating
qualify as audit committee financial experts as such term is defined in the applicable SEC rules. The Board has also determined
that Messrs. Farley, Harte, Keating and Key are independent under (1) applicable NYSE listing standards for purposes of serving
on the Board and the Audit Committee and (2) additional audit committee independence standards under Rule 10A-3 of the SEC.

13
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Management Certifications

In accordance with the Sarbanes-Oxley Act of 2002 and SEC rules thereunder, our CEO and CFO have signed certifications under
Sarbanes-Oxley Section 302, which are filed as exhibits to this Form 10-K/A. In addition, our CEO most recently submitted an
annual certification to the NYSE under Section 303A.12(a) of the NYSE listing standards on September 18, 2017.

ITEM 11. EXECUTIVE COMPENSATION

Compensation Discussion and Analysis

This Compensation Discussion and Analysis ( CD&A ) provides a discussion of the compensation philosophy and objectives that
underlie our executive compensation program and how we evaluated and set our executives compensation for 2017. This CD&A
provides qualitative information concerning how 2017 compensation was awarded to and earned by our executives, identifies the
most significant factors relevant to our 2017 executive compensation decisions and gives context to the data presented in the
tables included below in this Amendment No. 1. Committee within this CD&A means the Compensation Committee of the Board.
Our executive officers are our senior executives who are listed above under the heading Directors and Executive Officers. Our
named executive officers listed in the Summary Compensation Table and other compensation tables that follow are listed below,
and are drawn from executive officers who served in 2017:

. Karen Puckett President and Chief Executive Officer;
. Jon Biro  Executive Vice President and CFO (from November 9, 2017);
. Robert Munden Executive Vice President, General Counsel & Secretary (and CFO from

January 1, 2017 through November 9, 2017);

. Frank Grillo Executive Vice President, Sales & CMO;
. Andrew Harrison Executive Vice President, Contact Centers & Chief Human Resources Officer;
and

14
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. Shirish Lal Executive Vice President, COO & CTO (resigned January 31, 2018).

Executive Summary

We seek to design and implement executive compensation programs that align our executives interests and motivations with those
of our stockholders, while avoiding the encouragement of inappropriate risk-taking. In 2017, our total direct compensation program
for our named executive officers consisted of base salary, annual cash incentives (based on pre-established financial goals),
long-term equity incentives (stock appreciation rights (SARs), time-vesting restricted stock and performance units) and limited
perquisites.

As further detailed below, 2017 presented challenges for our smaller leadership team as it focused on improving the company s
operating and financial performance. Factors and events most important to compensation matters were:

. Smaller Leadership Team: Through reorganized and consolidated roles, and in response to
divestitures and other changes in our business, our senior leadership team in 2017 was about half the size
of our 2016 team (five for most of the year, compared to nine at the beginning of 2016).

. Financial Reporting Delays: The company s failure to file financial reports timely through the
second fiscal quarter negatively affected our stock price and business, added to management s workload,
and caused the Compensation Committee to delay the issuance of annual equity awards.

. Compensation Constraints: The Committee sought to balance the need to motivate its key
leadership team with the company s cash and dilution limits, consistent with stockholder interests.

. Equity Program: In light of poor share performance and limitations to the shares available for
issuance under the company s equity incentive plan, the company reduced the value of grants

15
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to mitigate dilution and used some cash-settled awards and weighted CEO awards heavily towards performance units.

. CFO Transition: Mr. Biro joined as the company s CFO in November 2017, taking over from
Mr. Munden (who thereafter remained as General Counsel & Secretary).

The company began 2017 with the objective of stemming revenue declines while improving profitability as it increased its focus on
revitalizing its marketing technology, data and database offerings after divesting its Trillium Software business. Despite making
progress on service capabilities, financial performance suffered as several clients (including some of our largest) substantially
reduced volumes or eliminated programs, which presented significant obstacles to stability and growth. The company improved its
cash position through the year and secured new debt financing, but revenues declined 5.1%. Although improved from 2016, the
company nevertheless recorded an operating loss from continuing operations of $40.9 million, and earnings per share was a loss of
$6.76 each reflecting the write-off of our remaining goodwill of $34.5 million. Our stock price declined significantly, decreasing 37%,
and we obtained approval for a reverse stock split in order to maintain a $1.00 minimum average share price as required for
compliance with NYSE continued listing standards. (We effected the 1-for-10 reverse stock split on January 31, 2018, and all

share amounts herein have been proportionately adjusted.)

Based on the economic environment, the company s recent performance, anticipated changes to the company and its leadership,
and the Committee s compensation philosophy and objectives, the Committee took the following annual compensation actions for
the named executive officers for 2017:

. Established target compensation for officers which was largely consistent with market benchmarks.

. Established goals for our short term annual incentive plan (the 2017 AIP ) with a view to motivating
our executives toward objectives fundamental to improving stockholder value.

. Due to company performance, made no payments under the 2017 AlP.

. Granted long-term equity awards with a lower value (compared to prior years)

. comprised of performance units (88% by value) and restricted stock for the CEO, and
. comprised of restricted stock, performance units and SARs for other executives

16
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to align participants with the company s achievement of long-term stockholder value creation.

. Due to the company s low share price and the limited number of shares available for issuance
under our 2013 Omnibus Incentive Plan (the 2013 Plan ), we included cash-settling awards, which also had
the effect of decreasing the equity dilution of awards granted.

. Held base salaries constant for all executives except

. Mr. Grillo, who assumed responsibility for sales after the departure of our former Executive Vice
President of Sales in early 2017 and led key initiatives with service offering development;

. Mr. Munden, who served as CFO through November 9, 2017 (and whose salary was reduced to its
previous level effective January 1, 2018); and

. Ms. Puckett, who agreed to receive stock in lieu of 20% of her base salary for the last four months
of 2017.

The Committee engaged Meridian Compensation Partners, LLC ( Meridian ) as its independent compensation advisor to assist with
benchmarking of executive officer compensation, and Meridian performed a comprehensive analysis of the company s executive
compensation program for 2017.

The remainder of this CD&A provides further detail on the compensation philosophy, process, and decisions for 2017. Certain
information regarding other periods compensation determinations and policies is also included to the extent we believe it provides
helpful context for our discussion of 2017 executive compensation.

17
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Executive Compensation Philosophy and Objectives

Our executive compensation program is designed to achieve a number of key objectives and thereby support our overall efforts to
create long-term value for our stockholders:

. Attract and Retain Top Talent Attract and retain high-performing individuals who will significantly
contribute to our long-term success and the creation of long-term stockholder value by providing
competitive compensation compared to peer companies, competitors or companies in the same market for
executive talent.

. Pay for Performance Motivate our executives to work in the best interests of our stockholders by
closely tying compensation to company and individual performance on both a short-term and long-term
basis.

. Place Significant Portion of Pay At Risk Align executive compensation with stockholder interests
by placing a significant portion of total direct compensation at risk, such that the executive will not realize
value unless company performance goals are achieved (for example, annual bonuses and performance
units with vesting dependent upon company performance) or our stock price appreciates (for example,
SARs or restricted stock unit awards).

. Require Significant Ongoing Executive Stock Ownership  Align executive and stockholder
interests by including a significant equity component in our total compensation awards and by requiring
executives to accumulate and maintain a sizeable equity position through our stock ownership guidelines.

As an integral part of our compensation philosophy and objectives, we seek to design an executive compensation program that
does not encourage inappropriate risks that would threaten the long-term value of our company. We believe our compensation
philosophy has assisted in achieving our goals. The Committee reviews our compensation philosophy on a periodic basis to judge
whether the goals and objectives are being met, and what, if any, changes may be needed to the philosophy. The Committee
considered our compensation philosophy and objectives in establishing the elements and amounts of 2017 compensation for each
of our named executive officers. Although a variety of modifications and alternatives were considered, our 2017 compensation
philosophy was consistent for all of our executive officer positions, and was consistent with the philosophy for our 2016
compensation program.

Elements of 2017 Executive Compensation Program

18



Edgar Filing: HARTE HANKS INC - Form 10-K/A

The following table highlights the elements of our 2017 executive compensation program and the primary purpose of each element,
which were consistent with our 2016 executive compensation program elements except that we eliminated our non-qualified
deferred compensation program, which had not been used since 2013. The elements are also generally consistent for all of our
executive officer positions. Each element is discussed in further detail below.

Element Objectives and Basis Form

Base Salary Provide base compensation that is Cash
competitive for each role to reward and
motivate individual performance

Annual Incentive Annual incentive or bonus to drive Cash
Plan company performance consistent with
immediate or short-term objectives
Bonus Restricted Encourage greater stock ownership by Restricted stock
Stock Elections executive officers by allowing each to

elect to receive up to 30% of annual
incentive plan (AIP) payments in the form
of restricted stock vesting on the first
anniversary of the grant, with executive
officers receiving 125% of the value of the
forgone cash bonus in shares of
restricted stock
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Element

Long-Term
Incentive Awards

Perquisites

Severance Policy and
Agreements

Other

Compensation Committee

Objectives and Basis

Long-term incentive to drive company
performance and align executives
interests with stockholders interests, and
to retain executives through long-term
vesting and potential wealth accumulation
Enhance the competitiveness of our
executive compensation program through
limited additional benefits

Attract and retain key talent by providing
certain compensation in the event of a
termination without cause or change in
control

Offer other competitive benefits, such as
401 (k) (with matching) medical, dental
and other health and welfare benefits
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Form

Restricted stock, performance awards
and cash-settled phantom stock

Health examination and death benefits

Cash severance, equity vesting and
COBRA reimbursement

Same benefit made generally available to
our employees

The Committee began 2017 with Messrs. Carley and Copeland (Chair) and Ms. Odom comprising the Committee. In April 2017
Mr. Copeland resigned from the Committee after the Board determined he no longer met the independence requirements of the
NYSE; see Independence of Directors below. In connection with Mr. Copeland s departure from the Committee, the Board
appointed Mr. Key as Committee Chair, and Mr. Harte joined as a Committee member. In July 2017 (after most compensation
determinations for incumbent executive officers were made), Mr. Carley retired and was replaced by Mr. Tobia, resulting in the

Committee s current composition: Messrs. Key (Chair), Harte and Tobia and Ms. Odom.

The Board has determined that each member of the Committee meets the independence requirements of the rules of the NYSE.
Each person serving on the Committee qualified as an outside director in accordance with §162(m) of the Internal Revenue Code
(the Code ) when such provision was applicable, and a non-employee director as defined in Rule 16b-3 under the Exchange Act
with regard to compensation and benefit plans subject to SEC Rule 16b-3. Most members of the Committee either currently serve,
or have served, as a director or senior executive of a large corporation, and have had significant experience with compensation
matters relating to senior executives of these organizations.

The Committee s purpose is to assist the Board in fulfilling its oversight responsibilities for compensation of executive officers and
administration of the company s equity incentive plans, with the goals of (1) supporting the company s business objectives,

(2) attracting, motivating and retaining high quality leadership, and (3) linking compensation with business objectives and
performance. In accordance with its charter and NYSE rules, the Committee s responsibilities include the following:

. reviewing and approving corporate goals and objectives relevant to CEO compensation, evaluating
the CEO s performance in light of those goals and objectives, and together with the other independent
directors (as directed by the Board), determining and approving the CEO s compensation level based on
this evaluation;
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. making recommendations to the Board with respect to non-CEOQO officer compensation, and
incentive-compensation and equity-based plans that are subject to board approval,

. assisting the Board by (i) evaluating potential candidates for officer positions, (ii) recommending
terms for the hiring, promotion and severance of officers, and (iii) overseeing the development of officer
succession plans;

. participating with management in reviewing the annual goals and objectives with respect to
compensation for the company s officers and, to the extent the Committee deems necessary or appropriate,
other key employees of the company or its subsidiaries (collectively, Principal Executives );

. periodically (but no less frequently than annually) evaluating the performance of the Principal
Executives in light of established goals and objectives and, based upon this evaluation and any
compensation recommendations for the Principal Executives made by the CEO, approving or (in

10
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the case of officers, and as directed by the Board) making recommendations to the Board with respect to the compensation for the
Principal Executives; and

. periodically (but no less frequently than annually) evaluating the competitiveness of the company s
executive compensation program in reference to its peers and broader trends, including consideration of
base salaries, annual incentives, long-term incentives and equity-based compensation, considering (among
other things) the company s performance and relative stockholder return, the value of similar incentive
awards to similarly situated executives at comparable companies, and the awards given to such person in
prior years.

The Committee may appoint subcommittees for any purpose that it deems appropriate and may delegate to subcommittees such
power and authority as it deems appropriate. However, no subcommittee may consist of fewer than two members, and no
subcommittee may be delegated any power or authority required by any law, regulation or listing standard to be exercised by the
Committee as a whole. No subcommittees were formed or met in 2017. The Committee has delegated to our CEO a limited
authority to grant stock options and restricted stock to non-officers, and monitors grant activity through regular reports. The
Committee also delegated to the CEO the limited authority to allocate non-officer annual equity awards amongst employees. You
may view the Committee s full charter in the Investors section of our website at www.hartehanks.com under the Corporate
Governance.

The Committee meets in executive session at most of its meetings (as it deems appropriate) to review and consider executive
compensation matters without the presence of our executive officers. These executive sessions may also include other
non-employee directors and outside experts retained by the Committee. The Committee met in executive session with other
non-employee directors at four of its six 2017 meetings.

Compensation Committee Interlocks and Insider Participation

None of the members of the Compensation Committee of our Board is or has been an officer or employee of the company. All
members of the Compensation Committee participate in decisions related to compensation of our executive officers. No
interlocking relationship exists between our Board and the board of directors or compensation committee of any other company.

Other Participants in the Executive Compensation Process

In addition to the Committee and other non-Committee members of the Board who also may be in attendance at the Committee s
meetings, our management and, when engaged by the Committee from time to time, outside compensation consultants also
participate in and contribute to our executive compensation process. Ultimately, the Committee exercises its independent business
judgment with respect to recommendations and opinions of these other participants and the Committee (or our independent
directors as a group) makes final determinations about our executive officer compensation.
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Management

Ms. Puckett, our CEQ, participated in the Committee s executive compensation processes and attended most Committee meetings;
however, she did not attend sessions when elements of her compensation were being considered. The company s Chief Human
Resources Officer (Mr. Harrison) attended most meetings (as appropriate), and the General Counsel (Mr. Munden) also attended
each meeting. Officers were excluded from executive sessions.

Working with Messrs. Harrison and Munden, Ms. Puckett presented recommendations to the Committee on the full range of annual
executive compensation decisions made in March and May (other than with respect to herself), including (1) the company s 2017
AIP structure and participants, (2) long-term incentive compensation strategy, (3) competitive positioning of our executive
compensation program, and (4) total direct compensation for each executive officer, including base salary adjustments, 2017 AIP
targets, equity grants and perquisites. The Committee made final decisions about each officer s 2017 compensation without the
applicable executive officer being present, taking into account Ms. Puckett s recommendations and views.

Compensation Consultants

The Committee believes that engaging a consultant for comprehensive reviews on a periodic basis is more appropriate than having
regular annual engagements. The Committee engaged Meridian to assist the Committee with its evaluations and determinations
for our 2017 executive compensation program. In this review, Meridian performed a comprehensive evaluation of our
compensation philosophy, policies and practices for executive officers

11
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and other executive positions, and reviewed a new annual incentive plan design to be applied company-wide (including officers).
The Committee also engaged Meridian to assist in the development of a new peer group, and to perform a comprehensive
executive compensation analysis for its 2017 compensation determinations.

For the foregoing engagements, Meridian has been selected and retained by and reported directly to the Committee. Meridian has
not been separately engaged by our management, but has provided to management corresponding evaluations of selected
non-executive officer positions and compensation policy and practice matters. Harte Hanks has no relationship with Meridian

(other than the relationship undertaken by the Committee), and the Committee re-evaluated and confirmed Meridian s
independence in accordance with its charter and NYSE requirements prior to engaging Meridian.

Principal Factors That Influenced 2017 Executive Compensation

When making its 2017 annual compensation decisions, the Committee considered the compensation philosophy and principles that
underlie our executive compensation program, including the desire to link executive compensation to annual and long-term
performance goals and to be able to retain (and as necessary, attract) high performing individuals who will significantly contribute to
our long-term success and the creation of long-term stockholder value. The Committee did not use formulas to rigidly set the
compensation of our executives based solely on market data or on any one factor in isolation, or assign a specific weighting or
ranking to the various factors it considered. Rather, the Committee s ultimate decisions were influenced by a number of factors that
were collectively taken into consideration in the Committee s business judgment and that included a number of subjective
determinations in addition to the specific formula-based performance criteria established in our annual incentive plan and long term
incentive performance awards. In establishing the individual elements and amounts of 2017 executive compensation, the principal
factors taken into consideration by the Committee included the following:

» anticipated reorganization and consolidation of leadership roles, resulting in fewer leaders each with
greater and/or broader responsibility;

» possible divestitures and other changes in our business;

» competitive market data to assess how our executive pay compared to other companies, considering
the individual elements of our compensation program, the relative mix of those compensation elements and
total direct compensation amounts, with then-current market data provided by Meridian (which included
recommendations based on Meridian s analysis of turnaround situations);

 input from non-Committee members of the Board (including our CEO) with regard to base salary
proposals, long-term incentive awards, individual executive officer performance and related matters;
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» recent company performance compared to (i) our financial and operational expectations for our
company as a whole and (ii) our peers and other market indicators;

» the need to attract and retain a pool of highly-qualified leadership candidates for positions necessitated
by our evolving service offerings, financial condition and organizational changes;

» ongoing and anticipated efforts to transform our business operations in line with our strategy, that were
expected to result in continued significant additional work commitments by our executive officers;

» ageneral assessment of individual executive officer performance and contributions in support of our
strategies, individual officer responsibilities, tenure and experience in his or her position and the overall
financial performance of the businesses or functional areas for which an officer is responsible;

. providing competitive compensation to reflect new or expanded roles for some of our executives;

» retention considerations in light of a recent history of low bonus payouts to executive officers based on
recent company performance and diminished equity compensation values because of declining stock price
and earnings per share performance;

. individual officer compensation history, including the cumulative effect of equity awards granted in
prior years and value realized from prior equity awards;

12
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. internal pay equity (i.e., considering pay for similar jobs and jobs at different levels within the
company and considering the relative importance of a particular position to us); and

. tax and regulatory considerations, including our policy to take reasonable and practical steps to
maximize the tax deductibility of compensation payments to executives under §162(m) of the Code, the
impact of expensing equity grants under Statement of Financial Accounting Standards ( SFAS )

No. 123(R) ( SFAS 123R ), and the impact of §409A of the Code relating to non-qualified deferred
compensation.

The Committee also had to review compensation matters outside the usual annual compensation review and setting process.
Compensation determinations for Mr. Biro (who was hired well after our annual determinations) were also affected by the numerous
events cited above under the heading Executive Summary and:

. perceived advantages, disadvantages, strengths and weaknesses of other candidates
considered;
. the scope and importance of the role, and Mr. Biro s other skills and capabilities, to the

company s SUCCess;

. the compensation received by his immediate predecessors in the company;

. timing and geographic considerations (such as when he would be available to start); and
. the compensation he received in his recent employment.

Tally Sheets

To assist the Committee in making its 2017 annual executive compensation determinations, the Committee reviewed tally sheets
for each executive officer, as it has done in prior years. Tally sheets are used as a reference to ensure that Committee members
understand the total compensation provided to executives each year, over a multi-year period and in various change in control or
other termination events. The Committee uses tally sheets to consider individual elements of our compensation program, the
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relative mix of those compensation elements and total annual and long-term compensation amounts provided to a particular
executive. The tally sheets illustrate, for each executive officer:

. cash compensation (base pay, bonus and (until discontinued) automobile allowance) for the current
year under consideration and each of the past two years;

. values of long-term equity compensation awards granted (options, restricted stock, phantom stock
and performance awards) for the current year under consideration and each of the past two years;

. changes in value of vested and unvested equity holdings;

. salary continuation benefits (similar in effect to life insurance benefits);

. estimated pension benefits upon retirement;

. the value, and changes in value, of previous equity compensation awards;

. stock ownership guideline compliance; and

. estimated amounts the executive could realize upon a change in control or termination of
employment.

For comparison purposes, the tally sheets also incorporate applicable competitive market compensation data for base salary,
annual incentive awards and long-term incentive awards.

13
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Setting the Pay Mix Cash Versus Equity; Fixed Versus Variable

We believe a mixture of both long-term and short-term compensation elements provides the proper balance and incentives. The
Committee reviews each of these elements separately and then all of the elements combined to determine the amount and mix of
compensation for our executives. As has been our practice, in 2017 all short-term incentives were payable in cash. All 2017
long-term incentives were in the form of equity-based awards, and like 2016, some of these awards were linked to equity value but
payable only in cash to reduce dilution. Due to insufficient shares available in the 2013 Plan and cash constraints, in 2017 the
Committee was unable to award the targeted amount of equity awards (which were based on benchmarks), which caused lower
actual equity award values (except for Ms. Puckett); see Long-Term Incentive Awards below for further details. The following
chart and table show the split of 2017 target compensation for our named executive officers between equity (including
equity-linked) and cash:

2017 Target Cash v. Target Equity Compensation for Named Executive Officer

By Individual
Named Executive
Officer Target Cash (1) Target Equity (2)
Karen Puckett (3) $ 1,440,161 $ 1,801,626
Jon Biro 560,000 599,997
Robert Munden 622,050 344,763
Frank Grillo 622,050 250,733
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Andrew Harrison 497,805 188,051
Shirish Lal 720,475 438,803
CEO Equity
CEO Cash
All NEOs Equity
All NEOs Cash

(1) Target Cash is the sum of base salary at December 31, 2016 plus column (d) (target annual incentive)
from the Grants of Plan Based Awards table below, but also including a 60% target annual incentive award
for Mr. Biro. No annual incentive award payments were made in respect of 2017.

(2) Target Equity is the sum of the amounts in column (I) (grant date fair value of stock and option awards)
from the Grants of Plan Based Awards table below.

(3) Reflects $51,639 of base salary taken in the form of stock as Target Equity.
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The Committee believes that a substantial portion of the potential cash compensation should be subject to meeting financial
performance criteria, and thus at risk or variable. In 2017, 43% of the potential cash compensation (assuming target annual
incentive payout) for the named executive officers was at risk. Over 60% of potential cash compensation was at risk assuming
maximum annual incentive payout.

2017 Target Cash Compensation for Named Executive Officers: Fixed vs. Variable or At Risk

By Individual
Target Target

Named Executive Officer Fixed (1) Variable (2)
Karen Puckett $ 745900 $ 745,900
Jon Biro 350,000 210,000
Robert Munden 377,000 245,050
Frank Grillo 377,000 245,050
Andrew Harrison 301,700 196,105
Shirish Lal 411,700 308,775
CEO Fixed

CEO Variable

All NEOs Fixed
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All NEOs Variable

(1) Fixed is base salary at December 31, 2017; excludes any retention or signing bonuses.

(2) Target Variable is 2017 target potential annual incentive compensation (variable) for the named
executive officers from column (d) in the Grants of Plan Based Awards Table (but also including a 60%
target annual incentive award for Mr. Biro); excludes any retention or signing bonuses.

The Committee also reviewed the compensation risks associated with the pay mix of its executive officers, and in that context
considers risk as well as motivation when establishing performance criteria and compensation structures. For 2017, the Committee
reviewed the company s incentive compensation plans to determine whether the company s compensation policies and practices
foster risk taking above the level of risk associated with the company s business model. In the course of its examination, the
Committee evaluated, among other things:

» whether any of our service offerings, operations or functions has much more inherent risk, a
significantly different compensation structure, or different profitability basis or results;

» whether the compensation mix is appropriately balanced between annual and long-term incentive
awards;

« the relationship between annual and long-term performance measures and payouts, and whether
measures are aligned (or complementary) to ensure that they encourage consistent behaviors and
sustainable results without conflict;

» whether long-term performance measures and equity vehicles encourage excessively risky behavior;

» whether targets require performance at such a high level that executives would take improper risks to
achieve them;

» the overlap of performance criteria and vesting periods to reduce incentives to maximize performance in
any one period;
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» whether the mix of equity incentives serve the best interests of stockholders by rewarding the right
measures;

» the effect of dilution on stockholders and the company s equity burn rate; and

» the report of Meridian regarding the risks of our compensation program.

On the basis of this review, the Committee determined that the company s incentive compensation plans are appropriately
structured to not encourage executive officers to take unnecessary or excessive risks and do not create risks that are reasonably
likely to have a material adverse effect on the company.

Market Benchmarking

As mentioned above, the Committee typically refers to executive compensation surveys and other benchmark data when it reviews
and approves executive compensation. This market data is intended to reflect compensation levels and practices for executives
holding comparable positions at comparable companies, which helps the Committee set compensation at levels designed to attract
and retain high performing individuals. Market data typically consists of (1) publicly available data from a selected group of peer
companies, and (2) more broad-based, aggregated survey data of a large number of companies of similar size or in similar
industries.

In selecting the peer companies, the Committee considers a variety of criteria, including industry, revenues, market capitalization
and assets. The Committee also believes that it is important to include a sufficient number of peer group companies to enhance
the overall comparability of the peer company data for purposes of setting our executives compensation. Working with Meridian,
the Committee conducted a comprehensive peer group review for 2017. The Committee selected from U.S.-listed companies
based on those which have products or services which are competitive (or complementary) to our current and anticipated products
and services, and represent a range of sizes (in terms of revenues, profits and employees) and history. Our 2017 peer group
consisted of the following companies:

2017 Compensation Peer Group

Acxiom Corporation Hubspot, Inc. NCI, Inc.
Advisory Board Co. Information Services Group Neustar, Inc.
CIBER, Inc. Marin Software, Inc. Rocket Fuel, Inc.
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Forrester Research, Inc. MDC Partners, Inc. Sykes Enterprises, Incorporated

Hackett Group, Inc. National Cinemedia, Inc. Teletech Holdings, Inc.

The Committee compares each executive s total direct compensation (comprised of salary, total potential bonus opportunity and
estimated long-term incentive compensation value), both separately and in the aggregate, to amounts paid for similar positions
based on the benchmark data. In looking at overall compensation for our executive officers, in general, and in response to the
Meridian reports and current market practices, the Committee considers its philosophy of targeting each element of compensation

(as well as target total direct compensation) to fall at approximately the 50th percentile of market compensation over time,
but tolerating individual variations due to factors such as individual performance, company performance,
tenure, promotion, market factors and internal pay equity.

As discussed above, however, benchmark data is merely a starting point; the Committee does not rigidly apply formulas to set the
compensation of our executives based solely on market data or on any one factor in isolation. Rather, the Committee s ultimate
determinations are influenced by a number of factors that are collectively taken into consideration in the Committee s business
judgment, as further described above under the heading Principal Factors That Influenced 2017 Executive Compensation.
Accordingly, the Committee retains discretion to set compensation levels using a combination of elements that it believes are
appropriate, and the Committee is not required to set compensation levels at specific benchmark data percentiles.

Based on the total target direct annual compensation approved by the Committee s for our incumbent named executive officers
compared to the peer and market data reviewed by the Committee, Ms. Puckett and Mr. Grillo were above the 50th percentile,
Messrs. Lal and Munden at the 50th percentile, and Mr. Harrison was below the 50th percentile. Mr. Biro s
initial compensation package (assessed by the Committee when he was hired) was targeted to be at
approximately the 50th percentile.
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Additional Analysis of Executive Compensation Elements

The following discussion provides additional information and analysis regarding the specific elements of our 2017 executive
compensation program. This discussion should be read in conjunction with the remainder of this CD&A (including the section
above, Principal Factors That Influenced 2017 Executive Compensation ) and the compensation tables that follow.

Base Salary

We set executive base salaries at levels we believe are appropriate based on each individual executive s roles, responsibilities and
experience in his or her position. We believe that a competitive base salary, providing a fixed level of income over a certain period,
is a necessary and important element to include in the compensation packages for our executives. We review base salaries for
executive officers on an annual basis, and at the time of hire, promotion or other change in responsibilities. When hiring a new
executive, the Committee conducts a benchmark analysis to assess market rates for compensation. Base salary changes also
impact target bonus amounts and potential cash severance amounts, which are based on a percentage of base salary.

When reviewing each executive s base salary in March 2017, the Committee considered, in addition to the other factors:

» the level of responsibility and complexity of the executive s job;

» the relative importance of the executive s role and responsibilities in and for Harte Hanks;

» whether, in the Committee s business judgment and taking into account input from our CEO and other
Board members, prior individual performance was particularly strong or weak;

» how the executive s salary compares to the salaries of other company executives;

» how the executive s salary compares to market salary information for the same or similar positions
(making due consideration for how closely the benchmarked position matched the specific role of our
executive);
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» the combined potential total direct compensation value of an executive s salary, annual bonus
opportunity and long-term incentive awards;

e the economic environment; and

» recent company performance compared to (i) our financial and operational expectations for our
company as a whole, (ii) performance of the functions or operations for which the executive is responsible
and (iii) our peers and other market indicators.

Based upon these factors, especially financial performance, the Committee determined that only Mr. Grillo should have his salary
increased (from 311,700 to $377,000) as he had assumed responsibility for sales in addition to his existing chief marketing officer
responsibilities. For Mr. Biro (hired after the annual compensation determinations), base salary was negotiated based on market
benchmarks, timing considerations, prior salary history, equity vs. cash mix, and the salary of other executive officers. The only
change made to executive officer salaries subsequent to the annual compensation determinations was that in connection with

Mr. Biro s hiring, Mr. Munden s salary was reduced to its prior level ($317,000) effective January 1, 2018. Although it did not affect
her base salary rate, Ms. Puckett did agree to receive common stock in lieu of cash for 20% of her base salary for the last four
months of 2017, and in February 2018, Ms. Puckett s 2018 base salary was reduced by 35% to $485,000.

Annual Incentive Compensation

We provide an annual incentive opportunity for executive officers to drive company and, where appropriate, business line
performance on a year-over-year basis. This annual short-term cash incentive opportunity provides an incentive for our executives
to manage our businesses to achieve targeted financial results. Our 2017 AIP for executives was administered under the 2013
Plan, which was approved by our stockholders in May 2013. For the 2017 AIP, bonus opportunity amounts were expressed as a
percentage of year-end base salary, as set forth below. Mr. Biro (who joined the company in November 2017) was not eligible for
the 2017 AIP.
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2017 AIP Opportunity (as % of Base Salary)

Named Executive Officer Threshold Target Maximum

Karen Puckett 25.00% 100% 200%
Robert Munden 16.25% 65% 130%
Frank Grillo 16.25% 65% 130%
Andrew Harrison 16.25% 65% 130%
Shirish Lal 18.75% 75% 150%

Actual annual incentive compensation awards for our executive officers are determined based on achievement against the
Committee s previously established financial performance goals, as certified by the Committee, typically at its regular

February meeting. For 2017, the Committee also adopted individual non-financial goals to better align the leadership team s
incentives with short-term operational goals. The financial performance goals are based on the strategic financial and operating
performance objectives for our company and those of our business segments. In setting the financial performance targets, the
Committee considers target company performance under our annual operating plan, the potential payouts based on achievement
at different levels and whether the portion of incremental earnings paid as bonuses rather than returned to stockholders or
reinvested in our business is appropriate. The Committee reserves the right to adjust the financial performance targets during the
year, but did not do so in 2017.

The 2017 AIP for executives continued the uniform approach to the annual incentive plan first adopted in 2014, with a goal of
emphasizing the integration of the business and cross-functional/operational responsibilities (except as to the portion that was
payable in respect of individual goals); the Committee viewed this as necessary to achieve the objectives of our strategic plan by
providing a direct incentive to achieve optimal company-wide results. Additionally, the 2017 AIP had limitations that required that
any payments made be affordable to the stockholders, i.e., that the incremental profit generated by achievement was not negated
by payments under the incentive plan.

The determination of any amount ultimately payable to each executive under the 2017 AIP was based on the following performance
levels relative to our Board-approved target revenue performance ($404.6 million) and EBITDA performance ($19.9 million),
weighted evenly. Additionally, 10% of each executive s potential 2017 AIP payment was based on non-financial performance
objectives related to strategic goals and restructuring. In establishing the performance criteria and the incremental target
performance levels for each performance criteria, the Committee anticipated that the executives would be likely to receive at least
the threshold portion of their year-end cash bonuses, with higher levels of payout being progressively more difficult and less likely
to occur. Achieving the maximum bonus award was anticipated, at the time of establishing the award, to be very difficult to achieve
based on our company s annual plan performance assumptions and outlook for the company.

Bonus: Financial Performance Measures/Levels

Revenue (45% weight) Operating Income (45% weight)
Performance Payout Level Performance Payout Level
(% of Target) (% of Target) (% of Target) (% of Target)
105 200 125 200 Maximum
100 100 100 100 Target
95 25 83 25 Threshold
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Bonus: Non-Financial Performance Measures

Objective Measure(s) Executives
Expense reductions run rate improvement; $10

Wipro million sales funnel with $3 million in closed sales by  Puckett, Grillo, Lal
end of 2017

Two existing customers and two new customers on
new platform generating revenue by year-end

New credit facility in place; reduce overhead
Improve Liquidity $10-$20 million; improve revenue to expense ratio in  all
operations

Opera/SignalHub Platform Puckett, Grillo, Lal
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Objective Measure(s) Executives

Produce leads (inbound requests to meet) that Puckett. Grillo

generate $15.5 million of closed 2017 sales ’

Initiate sales process, provided updates and

recommendations, and made clear, prudent, and

timely steps to bring sale to closure; signed term

sheet for sale and/or extension of earnout obligation

Assess strategic options and recommend a

go-forward plan; provide updates and timely Puckett, Lal, Harrison

execution, as appropriate

Create acqui-hire approach and roadmap for board

Acqui-Hires discussion; execute as liquidity/financial structure Puckett, Grillo, Lal, Munden
enables

Build Agile Marketing Platform

Divest 3Q Digital Puckett, Munden

Assess Strategic Options
(non-Engagement Agency)

Based on the company s actual revenue performance and EBITDA performance, the Committee determined that no payments were
earned under the 2017 AIP for the non-financial performance measures set forth above. Although all executives had

achievements toward their non-financial performance goals, the Committee determined that due to the Company s financial
performance no payments would be made in respect of those measures (and no discretionary bonuses or stock awards made in
respect of 2017 performance).

Bonus Restricted Stock Elections

As part of our executive compensation program, an executive officer may elect to receive up to 30% of his bonus in the form of
restricted stock. An executive who so elects receives 125% of the value of the forgone cash portion of the bonus in shares of
restricted stock. This program is considered by the Committee each year, and was approved again with respect to 2017 executive
bonuses, which were potentially payable in early 2018. The Committee believes this program encourages the accumulation of
executive stock ownership, and provides another avenue for our executive officers to reach compliance with our stock ownership
guidelines. Because none of our named executive officers received an annual incentive plan payout for 2017, no grants were
made under this program.

Long-Term Incentive Awards

We design our long-term incentive compensation program to drive company performance over a multi-year period, align the
interests of executives with those of our stockholders and retain executives through long-term vesting and wealth accumulation.
The Committee believes that a significant portion of executive compensation should be dependent on value created for our
stockholders. The Committee reviews long-term incentive compensation strategy and vehicles as part of its annual executive
compensation determinations. Under our 2013 Plan we may issue various equity securities to directors, officers, employees and
consultants. The 2013 Plan forms the basis of our long-term incentive plan for executives. Under the 2013 Plan, the Committee
has used the following long-term incentive vehicles:

Award Type Purpose/Description Vesting Settlement
Stock Options align our executives interests with the 4 years (25% per year) stock (Options)
Stock Appreciation interests of stockholders by having value only

39



Rights (SARs)

Performance Units

Restricted Stock Units
Phantom Stock

Edgar Filing: HARTE HANKS INC - Form 10-K/A

if our stock price increases over time
motivate executives to achieve long-term
performance by tying pay-out to a multi-year
measurement period and specific,
measurable goals that align with company
plans and objectives

retain key employees by providing awards
that will have value if they vest even without
stock price appreciation
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performance (3-year cliff)

3 years (33% per year)
4 years (25% per year)

cash (SARs)

stock and/or cash

stock (Restricted)

cash (Phantom)
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The Committee has established standardized vesting terms for equity awards: stock options, SARs and phantom stock vest in four
equal annual installments, restricted stock vests in three equal installments, and performance awards vest after a performance
period spanning three calendar years. Stock options and SARs have an exercise price equal to the market value of our common
stock on the date of grant, and have a term of ten years (assuming continued service). The Committee determined, in accordance
with its discretion under the 2013 Plan, that equity awards granted before 2015 will vest in full upon a change of control (as defined
in the 2013 Plan); however, in 2015 the Committee reconsidered this policy and no longer intends to grant awards which
automatically accelerate upon a change in control. Stock option and restricted stock awards granted in or after 2014 also vest
upon the death or permanent disability of the recipient.

Performance awards represent the right to receive one share of common stock or the cash equivalent (as provided in the award
agreement) for each vested unit, with performance determined on a future date (currently set about three years after the grant
date). The Committee chooses objective performance criteria intended to align executive s interests with the company s long-term
interests. Based on the company s performance for the three years ending 2017, none of the performance units issued in 2015
(with a 2017 operating income performance measure set by the Committee) vested.

Our Board previously adopted a policy of granting annual awards on a fixed date each year, April 15, but due to the delay in the
filing of our Annual Report on Form 10-K for fiscal year 2016, in 2017 the Committee determined to delay issuance of annual equity
awards until after the issuance of the Annual Report in June. We also grant interim awards from time to time in connection with
mid-year hires, acquisitions, promotions or other reasons, based on a date selected by the Committee on or after the date of the
Committee action at a meeting or by unanimous written consent. For employee hires, our practice has been to grant awards on the
third business day of employment.

As a consequence of the company s share price decline, for 2017 the Committee evaluated a variety of award types and
combinations, trying to balance (i) the need for motivation that is best achieved with equity vehicles, (ii) stockholder dilution,

(iii) share availability under the 2013 Plan, and (iv) decreasing cash liquidity. For 2017, the Committee approved a combination of
SARs, restricted stock and performance awards for our executive officers. With the company s share price at historic lows, the
Committee believed granting SARs to executives would provide a meaningful incentive to achieve share price appreciation. The
Committee also focused performance award objectives to address the company s most pressing needs: a combination of organic
revenue growth, organic EBITDA margin growth, and EBITDA margin for certain operations, and for Ms. Puckett, timely filing of
required financial reports beginning with the Quarterly Report on Form 10-Q for the third quarter of 2017. The Committee
determined that this combination of awards weighted toward awards with some performance aspect would be the best way to align
our executive compensation program with the company s needs and stockholders expectations for improved performance. The
award structure and size adopted by the Committee also addressed the norms for such grants identified in the Meridian report, as
well as other market data for how companies facing historically low stock prices have structured awards.

When reviewing each executive s proposed equity awards for 2017, the Committee considered the level of responsibility and
complexity of the executive s job, how the executive s target equity award value compares to the target equity award values of other
Harte Hanks executives and to market benchmarks for the same or similar positions developed by Meridian. Specific target grant
size was a rounded grant date value based on benchmark data provided by Meridian. The Committee set two other parameters for
2017, (i) a dilution limit of 1.5 million shares (so that any target award value above that amount would be granted in the form of
cash-settling award vehicles), and (ii) an allocation of 55% (or 88% in the case of the CEQO) of target award value to
performance-based awards. For purposes of sizing the awards, target grant values were divided by the share price on the award
date; however, due to the low share price on the grant dates, the dilution limit set by the Committee resulting in actual awards being
approximately 65% of the target award level for executives other than the CEO.
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The only exception to the foregoing was Mr. Biro, who joined the company as CFO in November of 2017: his initial equity awards
were in lieu of an annual grant with the size being negotiated based on position benchmark data provided by Meridian, with some
increase as a trade-off for reduction in other compensation elements. Mr. Biro s awards were made as inducement grants outside
the 2013 Plan, but otherwise on similar terms, and consisted of stock options, performance units (with the same performance
measures as other officers) and restricted stock as reflected in the table below.

20

42



Edgar Filing: HARTE HANKS INC - Form 10-K/A

Table of Contents

2017 Equity Awards

Performance Awards Performance Awards

Restricted Stock Options / SARs (Revenue/EBITDA) (Financial Reporting)
Named Executive Officer (units) (shares/units) (1) (units maximum) (2) (units maximum) (3)
Karen Puckett 21,126 0 42,253 109,887
Jon Biro 24,000 33,855 18,000 0
Robert Munden 15,492 23,239 7,746 0
Frank Grillo 11,267 16,901 5,633 0
Andrew Harrison 8,450 12,676 4,225 0
Shirish Lal 19,718 29,577 9,859 0
(1) SARs for all except Biro, who received stock options.
2 Settling in shares of common stock.

(3) Settling in cash.

Perquisites

Consistent with previous years, our 2017 executive compensation program included limited executive perquisites. The aggregate
incremental cost of providing perquisites and other benefits to our named executive officers is included in the amount shown in the
All Other Compensation column of the Summary Compensation table below and detailed in the subsequent All Other
Compensation table. We believe the limited perquisites we provide to our executives are representative of comparable benefits
offered by companies with whom we compete for executive talent, and therefore offering these benefits serves the objective of
attracting and retaining top executive talent by enhancing the competitiveness of our compensation program.

In establishing the elements and amounts of each executive s 2017 compensation, the Committee took into consideration, as one of
the relevant factors, the value of these perquisites to our executives. Tally sheets are used as a reference to ensure that

Committee members understand the total compensation provided to executives each year and over a multi-year period, including
the amount of each executive s salary continuation death benefit. For 2017, our perquisites were:

. Salary Continuation Benefits We provide salary continuation benefits (which are similar in effect to
life insurance benefits) to our executive officers. This benefit provides the estates of our executive officers
ten annual payments (of $90,000 for our CEO and $70,000 for Executive Vice Presidents) in the event of
their death while employed by the company.
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. Annual Health Examination We reimburse the executive for an annual comprehensive health
examination at the Cooper Clinic (or similar clinic) for our CEO, Executive Vice Presidents and Senior Vice
Presidents (with a cost estimated to be $5,000).

The Annual Health Examination benefit was not used by any executive, and was terminated by the Committee in 2018. In addition,
under Ms. Puckett s employment agreement, we have agreed to reimburse:

. up to 12 months of temporary housing expenses (not to exceed $3,000 per month) at a location
proximate to one of the company s significant business operations;

. at her election, either (i) the reasonable moving and closing costs for the purchase of her new
primary residence and sale of her current primary residence or (ii) half of the amount of any loss she incurs
on the sale of her current primary personal residence, not to exceed $250,000, but only if she establishes a
primary personal residence within 30 miles of one of the company s primary business locations (or any
other location mutually agreeable to the Committee and Ms. Puckett) during the first 24 months of her
employment with the company; and

. up to $10,000 in legal fees incurred by her for review and negotiation of her employment agreement.

Ms. Puckett was reimbursed for her legal fees, but did not seek the other reimbursements described above.
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Pension and Retirement

We have established an unfunded, non-qualified pension restoration plan (the Restoration Pension Plan ), which we froze (as to
new participants and benefit accrual based on continued service) on April 1, 2014. Executives holding office prior to the freeze
date are the only designated participants in our Restoration Pension Plan. These pension benefits were designed to attract and
retain key talent by providing our executives with a competitive retirement income program to supplement savings through our
401(k) plan.

The annual pension benefit under the Restoration Pension Plan is largely computed by multiplying the number of years of
employment by a percentage of the participant s final average earnings (earnings during the highest five consecutive years prior to
April 1, 2014). All benefits payable under the Restoration Pension Plan are to be paid from our general assets, but we are not
required to set aside any funds to discharge our obligations under the Restoration Pension Plan. There were no changes to the
benefits provided to our named executive officers under our pension plans in 2017, although we amended the Restoration Pension
Plan on October 11, 2016 to make discretionary the funding of a trust for the benefit of participants. Further details about our
pension plans are shown in the Pension Benefits section below.

Severance Arrangements Generally

In 2017 we had four types of severance arrangements with our executive officers, each addressing or intended to address different
employment and/or termination circumstances:

. our executive severance policy (the Executive Severance Policy );

. change in control severance agreement (the CIC Agreements );

severance agreements with Messrs. Harrison and Munden (the Severance Agreements ); and

. an employment agreement with our CEO (the CEO Agreement ).

Severance Arrangements Executive Severance Policy
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In January 2015, we adopted an Executive Severance Policy applicable to corporate officers and certain other executive
employees designated by the Committee. The Executive Severance Policy applies only for executives in circumstances when they
do not have a specific agreement that determines their rights to severance, such as the CIC Agreements, Severance Agreements
and CEO Agreement described below. The Executive Severance Policy provides executives whose employment is terminated
without cause, (i) severance payments equal to such executive s then-current base salary for the applicable severance period (two
years for our CEO and one year for all others) and (ii) subject to certain conditions, up to a year of contributions toward health care
coverage. In exchange, executives are required to deliver a full release to the company, and adhere to non-competition and
non-solicitation covenants. The Executive Severance Policy does not provide any acceleration of vesting for equity awards in the
event of an executive s termination. The Executive Severance Policy can be amended upon six months notice by the Committee,
and it terminates immediately prior to a change of control of the company. The foregoing is merely a summary of the Executive
Severance Policy, and is subject to the Severance Policy itself as filed January 30, 2015 on a Form 8-K with the SEC.

Severance Arrangements CIC Agreements

The CIC Agreements are designed to allow us to attract and retain key talent by providing defined compensation in the event of a
change in control. The payout levels and other terms of the severance agreements are based on the Committee s review of publicly
available market data regarding severance agreements and prior iterations of these agreements. Our current form of CIC
Agreement has been accepted by all of our officers. The CIC Agreements provide that if, after a change in control, an executive
(i) is terminated other than for cause (as defined in the agreement), death or disability or (ii) elects to terminate his employment for
good reason, then such executive is entitled to severance compensation and a cash payment sufficient to cover health insurance
premiums for a period of 24 months. The amount of severance compensation is the sum of (A) the executive s annual base salary
in effect immediately prior to the change in control or termination date, whichever is larger, plus (B) the executive s target-level
bonus or incentive compensation, multiplied by 1.0 for vice presidents, 2.0 for senior vice presidents and executive vice presidents,
and 3.0 for the CEO. The foregoing severance multiples were reduced by 0.5 for levels below CEO as a result of changes made in
the form of CIC Agreement in 2015, but incumbent officers retained their earlier-awarded higher multiples (as reflected in the
Potential Payments Upon Termination or Change in Control section below). With respect to equity awards, the CIC Agreements
provide that so long as such awards are assumed or replaced with equivalent awards by the acquirer, there will be no single-trigger
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acceleration of equity awards. The foregoing is merely a summary of the most important changes to the CIC Agreements, and is
subject to the revised CIC Agreement itself as filed March 19, 2015 on a Form 8-K with the SEC.

Pursuant to amendments dated February 1, 2018 (the CIC Amendments ), the CIC Agreements with incumbent executive officers
were amended to: (i) reduce to 2.0 the multiple of annual salary and bonus potentially payable as severance compensation to the
president and any senior vice president or executive vice president, and (ii) reduce the acceleration of vesting (under applicable
circumstances) of performance-based equity awards so that rather than full vesting acceleration on the applicable acceleration
date, the awards vest pro-rata based on the period of employment from the grant date through the applicable acceleration date.
The foregoing is merely a summary of the most important changes to the CIC Amendments, and is subject to the revised CIC
Amendment itself as filed February 2, 2018 on a Form 8-K with the SEC.

Severance Arrangements Severance Agreements

The Severance Agreements were designed to promote the retention of key executives during our 2013 CEOQ transition, to allow our
new CEO at the time to be able to rely on a stable base of executive leaders familiar with our business. The Severance
Agreements provide that if an officer is terminated other than (1) by reason of such officer s death or disability, or (2) for cause,
then:

. the company shall pay such officer a lump sum cash payment equal to 1.5 times such officer s
then-current annual base salary;

. for a period of up to 18 months, the company will reimburse such officer for healthcare coverage as
then elected to the extent such costs exceed his or her employee contribution prior to the termination date;
and

. all outstanding, unvested shares of time vesting restricted common stock held by such officer shall
automatically become fully vested.

Severance Arrangements CEO Agreement

Our CEO Agreement with Karen Puckett provides the following severance benefits in addition to the benefits Ms. Puckett has under
the Executive Severance Policy and CIC Agreements:
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. she is also entitled to severance compensation if employment is terminated by her for good reason
(as defined in the employment agreement);

. the initial (inducement) restricted stock and option grants (but no subsequent grants) would vest one
additional tranche upon a termination without cause or for good reason; and

. she would receive severance compensation equal to two times then-current base salary for most
terminations not connected to a change in control.

Discretionary Bonuses and Equity Awards

We pay sign-on and other bonuses and grant new-hire equity awards when necessary or appropriate to attract executive talent.
Executives we recruit may have a significant amount of unrealized value in the form of unvested equity and other forgone
compensation opportunities. Sign-on bonuses and special equity awards are an effective means of offsetting the compensation
opportunities executives lose when they leave a former company to join Harte Hanks. The value of these awards was generally
determined by reference to market benchmarks for such positions, negotiation with the candidates, and pro-ration for the term of
service. As discussed above, Mr. Biro received equity awards in connection with his hiring, with the grant being sized as (and
made in lieu of) any additional annual award for 2017. The allocation for these awards among our typical award features generally
followed the same allocation adopted by the Committee for executives of the same level. Although Mr. Biro did not receive a
sign-on bonus, in 2016 we did pay Mr. Lal a $200,000 sign-on bonus to offset the value of equity awards he was forfeiting at his
prior employer to take employment with the company.

We also may grant discretionary cash and equity awards from time to time when appropriate to retain key executives, to recognize
expanded roles and responsibilities or for other reasons deemed appropriate by the Committee in its business judgment. The only
such discretionary grant applicable to 2017 was the retention bonus of $125,000 granted to Mr. Munden by the Committee in 2016
(and paid in early 2018) in respect of his continued service to the company through December 31, 2017. Aside from this grant, no
other discretionary retention or recognition grants were made to named executive officers in 2017. Previously, in connection with
our 2015 CEO
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transition, to ensure stability of senior leadership we offered retention bonuses to certain executive officers, including

Messrs. Harrison and Munden, which provide for payment of a bonus of 25% of base salary if they remain employed by the
company on July 1, 2016; payment of this bonus was made in 2016. The retention and sign-on bonuses described above are
reflected in column (d) of the Summary Compensation Table below.

Internal Pay Equity

While comparisons to compensation levels at companies in our peer group are helpful in assessing the overall competitiveness of
our compensation program, we believe that our executive compensation program also must be internally consistent and equitable
to achieve our compensation objectives. Our compensation philosophy is consistent for all of our executive officer positions and,
although the amounts vary, the elements of our executive compensation program are also consistent for our executives. In setting
the various amounts and elements of 2017 compensation for our named executive officers, the Committee viewed each named
executive officer s compensation amounts and elements against those of the other named executive officers. The Committee did
not establish any fixed formulas or ratios. Rather, the Committee s ultimate compensation determinations were influenced by a
number of factors, including internal pay equity, that were taken into consideration together in the Committee s business judgment.
We believe the total 2017 compensation we paid to each of our named executive officers was appropriate in relation to the other
named executive officers, in light of their respective responsibilities, tenure and experience.

Stock Ownership Guidelines & Hedging Policies

The Committee believes that stock ownership requirements encourage officers to maintain a significant financial stake in our
company, thus reinforcing the alignment of their interests with those of our stockholders. Consistent with this philosophy, we have
stock ownership guidelines that require all officers to acquire and hold significant levels of our common stock. Under these
guidelines (revised in February 2018), a corporate officer must reach the minimum required level of common stock ownership no
later than five years from commencement of employment (and sooner in some cases). Officers promoted to a level with a higher
minimum equity ownership level have three years to reach the higher level of ownership. The target ownership level (relative to
base annual salary) is 500% for the CEO, 200% for executive vice presidents and senior vice presidents, and 100% for vice
presidents.

The recent stock ownership of our executive officers is reflected in the section above entitled Security Ownership of Management
and Principal Stockholders. For purposes of measuring compliance with these stock ownership guidelines, all common stock
(including restricted stock units) owned by an executive officer is included. Compliance with the target ownership level is measured
by the greater of (i) the aggregate of the consideration paid for qualifying shares (but for unvested awards, the grant date value), or
(ii) the result of multiplying the number of qualifying shares by the average closing price of the Company s Common Stock over the
trailing 12 months. Neither options nor performance awards are included in the compliance calculation.

If an officer has not previously met the minimum equity ownership level, the officer must retain half of the net shares related to any
option exercise or vesting of restricted stock or performance awards. Net shares means the number of shares remaining after the
sale of shares to cover the exercise price of options and the sale of shares sufficient to pay taxes related to the exercise of options
or vesting of restricted stock or performance awards. If an executive officer has previously met the applicable target ownership

level, then so long as such officer maintains the number of shares needed for compliance at that time, the officer will be deemed to
be in compliance notwithstanding any stock price fluctuations.
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The ownership guidelines, and compliance by officers with the guidelines, are reviewed annually by the Committee. Any remedial
action for failure to comply with the stock ownership guidelines is to be determined by the Committee on a case-by-case basis.
Although none of our executive officers have sold shares of the company s stock during their tenure as executive officers, currently,
none of our officers have met the holding requirements under the guidelines. Ms. Puckett will have through September 2020,

Mr. Grillo through October 2020, and Mr. Biro through November 2022 to establish compliance.

As part of our Business Conduct Policy, we have adopted an insider trading policy that, among other things, forbids officers from
engaging in hedging activities with respect to our securities.
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Clawback Policy

In February 2018, the Board adopted a clawback policy. This policy formalized the company s long-standing practice of including in
award agreements (or other applicable documents which provide the terms of incentive compensation) a provision that makes such
incentive compensation subject to forfeiture, reimbursement and/or recoupment in the event the company is required to prepare an
accounting restatement of its financial statements due to the company s material noncompliance with any financial reporting
requirement under the securities laws. Under the clawback policy, incentive compensation includes the following (provided that
such compensation is granted, earned or vested based wholly or in part on the attainment of a financial reporting measure): annual
bonuses/incentive plan awards and other short- and long-term cash incentives; stock options; stock appreciation rights; restricted
stock awards and/or units; performance unit awards; and any other compensation designated as Incentive Compensation by the
Compensation Committee at the time such compensation is made, granted or awarded.

Tax Deductibility of Executive Compensation

For tax years prior to 2018, §162(m) of the Code prevents us from taking a tax deduction for non-performance-based compensation
over $1 million in any fiscal year paid to certain senior executive officers. In designing our executive compensation program, we
consider the effect of §162(m) together with other factors relevant to our business needs. We seek to design our annual cash
incentive and long-term performance unit awards and stock option awards to be tax-deductible to Harte Hanks, so long as
preserving the tax deduction does not inhibit our ability to achieve our executive compensation or other objectives. The Committee
does have discretion to design and use compensation elements that are not deductible under §162(m) if the Committee believes
that paying non-deductible compensation is appropriate to achieve our executive compensation objectives. The inducement
awards made to Mr. Biro (and in 2015 to Ms. Puckett and Mr. Grillo, and in 2016 to Mr. Lal) will not qualify as deductible
compensation to the extent they (or they cause aggregate compensation in the applicable year to) exceed $1 million.

Review of and Conclusion Regarding All Components of Executive Compensation

The Compensation Committee has reviewed all components of the named executive officers 2017 compensation, including salary,
bonus, long-term equity incentive compensation, accumulated realized and unrealized equity compensation gains (and losses), the
value to the executive and the cost to the company of all perquisites and other personal benefits and any payments that may be
payable under their respective severance agreements due to termination of their employment or a change in control of the
company. The Committee also notes that company financial performance has been unsatisfactory for some time, and that
performance is further reflected in the company s stock price and stockholder value. Although the company s compensation
programs have not resulted in the desired improvements in company performance, the use of performance-based compensation
has had the intended effect of reducing compensation for executive officers when stockholders suffer: no equity-based
performance awards have vested in the past six years, nor have any significant annual incentive plan bonuses been paid (and
none in the past four years). Likewise, the use of equity awards for a significant portion of executive officer compensation has
subjected them to the same diminished value felt by stockholders.

The Committee, like the company s executive officers, are challenged by the steep declines faced by the business. Nevertheless,
the company operates in an environment where there is competition for talent, and when executive officers take on additional
responsibilities as they navigate a turn-around, providing meaningful compensation that serves to reward their efforts, if successful,
is essential. Based upon the Compensation Committee s review, the Committee believes the compensation for our executive
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officers is competitive and that our compensation practices have enabled Harte Hanks to attract and retain the executive talent
needed for the challenging turn-around the company is facing. The Committee also finds the named executive officers total
compensation to be fair and reasonable for our circumstances, and consistent with the Committee s and the company s executive
compensation philosophy.

Compensation Committee Report

The material in this report is not soliciting material, is not deemed filed with the SEC, and is not to be incorporated by
reference into any filing under the Securities Act or the Exchange Act, whether made before or after the date hereof and
irrespective of any general incorporation language in such filing.
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The Compensation Committee of the Board of Directors has reviewed and discussed with management the Compensation
Discussion and Analysis required by ltem 402(b) of Regulation S-K and contained in this Amendment No. 1. Based on such review
and discussions, the Compensation Committee recommended to the Board that the Compensation Discussion and Analysis be
included in this Amendment No. 1.

Compensation Committee
Scott C. Key, Chair

Christopher M. Harte
Judy C. Odom
Alfred V. Tobia, Jr.