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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-K

(Mark One)
ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934

For the fiscal year ended December 31, 2013
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE

ACT OF 1934
For the transition period from to
Commission file number 001-7120
HARTE-HANKS, INC.
(Exact name of registrant as specified in its arart
Delaware 74-1677284

(State or other jurisdiction « (I.LR.S. Employe
incorporation or organizatiol Identification No.)

9601 McAllister Freeway, Suite 610, San Antonio, &kas 78216
(Address of principal executive offices) (Zip Code)

Registrant’s telephone number, including area eed210-829-9000

Securities registered pursuant to Section 12(hefAct:

Title of each class Name of each exchange on which register¢
Common Stocl New York Stock Exchang

Securities registered pursuant to Section 12(gh@”ct:None

Indicate by check mark if the registrant is a welbwn seasoned issuer, as defined in Rule 40%edédturities Act. Ye§l No

Indicate by check mark whether the registrant €l filed all reports required to be filed by Secti8 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 mofah$or such shorter period that the registrans wegjuired to file such reports), and
(2) has been subject to such filing requirementsHe past 90 days. Yl No O

Indicate by check mark if the registrant is notuieed to file reports pursuant to Section 13 ort®ecl5(d) of the Act. Yedd No

Indicate by check mark whether the registrant hasmstted electronically and posted on its corpovegbsite, if any, every Interactive
Data File required to be submitted and posted auntsto Rule 405 of Regulation S-T (Section 232.4Dthis chapter) during the preceding 12
months (or for such shorter period that the regiigtwas required to submit and post such files)s No O

Indicate by check mark if disclosure of delinquiilers pursuant to Item 405 of Regulation S-K (2&% of this chapter) is not
contained herein, and will not be contained, toltbst of registrant’s knowledge, in definitive pyax information statements incorporated by
reference in Part Il of this Form 10-K or any amerent to this Form 10-K.[X]

Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer noa-accelerated filer. See definitions
of “large accelerated filer,” “accelerated filemich“small reporting company” in Rule 12b-2 of thecRange Act

Large accelerated fileO Accelerated filerXI Non-accelerated fileid (Do not check if a smaller reporting compa
Smaller reporting compan

Indicate by check mark if the registrant is a shethpany (as defined in Rule 12b-2 of the Act).sX& No

The aggregate market value of the voting and ndmga@ommon equity held by non-affiliates compulbsdreference to the closing
price ($8.60) as of the last business day of thest@nt’'s most recently completed second fiscalrtar (June 28, 2013), was approximately
$406,871,000.

The number of shares outstanding of each of thistragt’s classes of common stock as of Januarg@14 was 62,568,882 shares of
common stock, all of one class.

Documents incorporated by reference:



Portions of the Proxy Statement to be filed for@wmpany’s 2014 Annual Meeting of Stockholdersiacerporated by reference into
Part 11l of this Form 10-K.

THIS ANNUAL REPORT ON FORM 10-K IS BEING DISTRIBUTETO STOCKHOLDERS IN LIEU OF A SEPARATE ANNUAL
REPORT PURSUANT TO RULE 14a-3(b) OF THE ACT AND SHON 203.01 OF THE NEW YORK STOCK EXCHANGE LISTED
COMPANY MANUAL.




Table of Contents

Part |
Item 1.

ltem 1A.
Item 1B.
Item 2.
Item 3.
Item 4.
Part Il
Item 5.
Item 6.
Item 7.
ltem 7A.
Item 8.
Item 9.
Item 9A.
Item 9B.

Part Il
Item 10.

ltem 11.
Item 12.
ltem 13.
ltem 14.

Part IV
Item 15.

Signatures

Harte-Hanks, Inc. and Subsidiaries
Table of Contents
Form 10-K Report
December 31, 2013

Business

Risk Factors

Unresolved Staff Commen

Properties

Legal Proceeding

Mine Safety Disclosure

Market for Registrant’'s Common Equity, Related 8tmtder Matters and Issuer Purchases of Equity
Securities

Selected Financial Da

Managemer's Discussion and Analysis of Financial Conditiod &esults of Operatior
Quantitative and Qualitative Disclosures About MarRisk

Financial Statements and Supplementary |

Changes in and Disagreements with Accountants @ourting and Financial Disclosu
Controls and Procedur

Other Informatior

Directors, Executive Officers and Corporate Govaos

Executive Compensatic

Security Ownership of Certain Beneficial Owners Mahagement and Related Stockholder Mai
Certain Relationships and Related Transactionsarettor Independenc

Principal Accountant Fees and Servi

Exhibits and Financial Statement Schedi

Page

18
18
18

18

19
21
22
34
35
35
36

36

37
37
37
38

38

38

39




Table of Contents

PART |

ITEM1. BUSINESS

INTRODUCTION

Harte-Hanks, Inc. (Harte Hanks) is one of the werldading, insight-driven multi-channel marketioigganizations, delivering impactful
business results for some of the world’s best-knbvamds. Through strategic agencies and our corketiiag services, we develop integrated
solutions that connect brands with prospects astbowers, moving them beyond awareness to trangsadiad brand loyalty.

Virtually all for-profit organizations, as well asany non-profit organizations, rely on marketingyemerate revenues and publicity. Many
businesses have a chief-level executive responfsiblearketing who is charged with combining daé¢ghnology, channels and resources to
demonstrate a return on marketing investment. R#ssled many businesses to use direct and targetdaeting, which offer accountability
and measurability of marketing programs, allowingtomer insight to be leveraged to create and eaelvalue. Harte Hanks is a leader in
the movement toward highly targeted, multichannatkating.

Harte Hanks is the successor to a newspaper bassteated by Houston Harte and Bernard Hanks im§ @xthe early 1920s. In 1972, Harte
Hanks went public and was listed on the New YocBtEXchange (NYSE). We became private in a l@edduyout initiated by
management in 1984. In 1993, we again went pualplitlisted our common stock on the NYSE.

Harte Hanks provides public access to all repded fvith the Securities and Exchange CommissidaQBunder the Securities Exchange Act
of 1934, as amended (the 1934 Act). These doclameay be accessed free of charge on our webditégpaiwww.HarteHanks.com These
documents are provided as soon as practical &iegrare filed with the SEC and may also be fourth@SEC’s website at
http://www.sec.gov Additionally, we have adopted and posted onveeinsite a code of ethics that applies to our ppalcéxecutive officer,
principal financial officer and principal accourdinfficer. Our website also includes our corpoggernance guidelines and the charters for
each of our audit, compensation, and nominatingcamgorate governance committees. We will prodgeinted copy of any of the
aforementioned documents to any requesting stodkhol

OUR BUSINESS

General

We offer a wide variety of integrated, multichanrddta-driven solutions for top brands around tbee We help our clients gain insight into
their customers’ behaviors from their data andthaéinsight to create innovative multichannel nedirkg programs to deliver a return on
marketing investment. We believe our clients’ esscis determined not only by how good their taots but how well we help them use the
tools to gain insight and analyze their consum@itsis results in a strong and enduring relationgl@veen our clients and their customers.

We offer a full complement of capabilities and nes@s to provide a broad range of marketing seswaeel data management software, in
media from direct mail to email.

* Agency & Digital Services . The Agency Inside Harte Hanks and Mason Zimblerfall-service, customer engagement agencies
specializing in direct and digital communications lboth consumer and business-to-business makkits strategy, creative and
implementation services, we help marketers withigéted industries understand, identify, and engaggpects and customers in their
channel of choice. Our digital solutions integramdine services within the

3




Table of Contents

marketing mix and include: website development@esign, digital strategy, social media marketing monitoring, email marketing,
ecommerce and interactive relationship managemmehaaost of other services that support our casinesses.

« Database Marketing Solutions and Business-to-Busise Lead Generation.We have successfully delivered marketing database
solutions for over 35 years across various indestriOur solutions are built around centralizedketémg databases with three core
offerings: insight and analytics; customer datagnation; and marketing communications tools. @lutfons enable organizations to build
and manage customer communication strategies tivat mew customer acquisition and retention andimipe the value of existing
customer relationships. Through insight, we helpntt identify models of their most profitable arser relationships and then apply th
models to increase the value of existing customite also winning profitable new customers. Througistomer data integration, data
from multiple sources comes together to providangle customer view of client prospects and custaimiehen, utilizing our Allink suite
of customer communication and sales optimizatiafstave help clients apply their data and insigbtghe entire customer lifecycle, to
help clients sustain and grow their business, daaper customer insights, and continuously refie@ tustomer resource management
strategies and tactics.

Our technology marketing solutions provide busiriesBusiness lead generations through our Cl Tdolgydatabase and Aberdeen
Group. Our Cl Technology Database tracks technologpallations, business demographics and ovemill®n key decision makers at
more than 3.7 million business locations in 30 ¢oas in North America, Latin America, Europe ankiit@a. Our clients use the data to
gain insight into their prospect’s and client’shrology buying cycles. Our Aberdeen Group is a jgtevof fact-based research to identify
and educate technology buyers across numeroustiieduand product categories. Leading technolagyigders use Aberdeen’s
proprietary research content for use in their dehm@pation programs, online marketing campaigns\aet-based sales and marketing
tools.

»  Trillium Software Data Quality and Service Solutions. Our proprietary software has helped global custsmmore effectively analyze,
enrich, cleanse and report on their product, firdramd customer data as part of master data maregedata governance, CRM, data
warehousing and integration initiatives. With istlyleading Trillium Software System, Global Locatoogeding product, and associe
data governance services, business users can pptilaia-based business processes and transantiaiize efficiencies, and enhance the
accuracy of their master set of data-improving paogresults.

e Direct Mail. As a full-service direct marketing provider amef the largest mailing partners of the U.S. &dsérvice (USPS), our
operational mandate is to ensure creativity andityuprovide an understanding of the options aali¢ in technologies and segmentation
strategies and capitalize on economies of scale auit variety of execution options. Our servigadude digital printing, print on demar
advanced mail optimization, logistics and transgtioh optimization, tracking (including our progaey prEtrak solution) , commingling,
shrink wrapping and specialized mailings. We atsontain fulfilment centers throughout the U.S.amwe provide custom kitting
services, print on demand, product recalls andgliitedptimization allowing our customers to disttibliterature and other marketing
materials.

» Contact Centers. We operate teleservice workstations around thbegproviding advanced contact center solutionh ssc speech, ch
integrated voice response, email, social cloud mdng and web self-service. We provide both immband outbound contact center
services and support many languages with our gicatdy placed global locations for both consummd &dusiness-to-business markets.
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Many of our client relationships start with an ofifg from the list above on an individual solutibasis to the client or a combination of our
offerings from across our portfolio of businessbtultichannel marketing is communicating througffetient marketing solutions or channels,
such as email, mobile devices, mail, radio, telemiscomputer, and newspaper, in an integrated forrerach a consumer so it is easy for a
consumer to buy in whatever manner the consumersetso

In 2013, 2012 and 2011, Harte Hanks had revenoes ¢ontinuing operations of $559.6 million, $58anillion, and $614.3 million,
respectively.

Customers

Our services are marketed to specific industriemarkets with services and software products ®@ildo each industry or market. We believe
that we are generally able to provide servicesto imdustries and markets by modifying our existegvices and applications. We currently
provide services primarily to the retail, high-téelecom, financial services, automotive and coreumnands and pharmaceutical/healthcare
vertical markets, in addition to a range of seldcetearkets. The largest client (measured in reveocmmprised 6% of total revenues in 2013.
The largest 25 clients in terms of revenue comgris2% of total revenues in 2013.

Sales and Marketing

Our enterprise sales force is organized aroungithimdustry verticals we service: retail, hightiielecom, financial services, automotive and
consumer brands, pharmaceutical/healthcare, aniddearange of selected markets. The enterprises $alee sells a variety of solutions and
services to address client’s targeted marketingisie®Ve also maintain solution-specific sales fermed sales groups to sell our individual
products and solutions. Our sales forces, withistiy-specific knowledge and experience, emphdbzeross-selling of a full range of direct
marketing services and are supported by employeeadh sector assigned to specific clients. Weaelour enterprise and solution sellers to
primarily sell our products and services to newrd and task our employees supporting existimytdito expand our client relationship
through additional solutions and products.

Facilities
Our services are provided at the following faalti all of which are leased:

National Offices

Austin, Texas Shawnee, Kans:
Baltimore, Marylanc Texarkana, Texa
Billerica, Massachuset Wilkes-Barre, Pennsylvani
Boston, Massachuse! Yardley, Pennsylvani
Cincinnati, Ohic

Deerfield Beach, Florid International Offices

East Bridgewater, Massachust¢ Boblingen, German

Fort Worth, Texa: Bristol, United Kingdorr
Fullerton, Californie Hasselt, Belgiun

Grand Prairie, Texe Madrid, Spair
Jacksonville, Floridi Manila, Philippines
Maitland, Florida Melbourne Australia
Langhorne, Pennsylvan Sydney, Australii
Linthicum Heights, Marylan Theale, UnitecKingdom
New York, New York Uxbridge, United Kingdon
Ontario, Californie Versailles, Franc

San Diego, Californi
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Competition

Our business faces significant competition in &ltoofferings and within each of its vertical rkats. Direct marketing is a dynamic business
subject to rapid technological change, high turn@felient personnel who make buying decisiongntlconsolidations, changing client needs
and preferences, continual development of compgtiaducts and services and an evolving competiindscape. Our competition comes
from numerous local, national and internationa¢dirmarketing and advertising companies, and ciigatnal resources, against whom we
compete for individual projects, entire client tedaships and marketing expenditures. Competitetors in our industry include the quality
and scope of services, technical and strategicrégpgethe perceived value of the services provideputation and brand recognition. We also
compete against print and electronic media andr dtinens of advertising for marketing and advertigsdollars in general. Failure to
continually improve our current processes, advamzkupgrade our technology applications, and teldgwmew products and services in a
timely and coseffective manner, could result in the loss of digrnts or prospective clients to current or futaoenpetitors. In addition, failu

to gain market acceptance of new products andeEdould adversely affect our growth. Althoughbeéeve that our capabilities and bre:
of services, combined with our U.S and internatiganaduction capability, industry focus and abilityoffer a broad range of integrated
services, enable us to compete effectively, oumess results may be adversely impacted by conpetiPlease refer to Item 1A, “Risk
Factors”, for additional information regarding igstelated to competition.

Seasonality

Our revenues tend to be higher in the fourth quéntn in other quarters during a given year. Tiniseased revenue is a result of overall
increased marketing activity prior to and during tioliday season, primarily related to our retaittical.

Discontinued Operations

Previously, Harte Hanks also provided shopper dbueg opportunities through our Shoppers segmehich operated in certain California
and Florida markets. On December 31, 2012 wetbeldssets of our Florida Shoppers operations Fifes, for gross proceeds of $2.0
million. This transaction resulted in an after-tags of $2.7 million. On September 27, 2013 wld e assets of our California Shoppers
operations, The Pennysaver, for gross proceed8253$nillion. This transaction resulted in an efeex loss of $12.4 million. Because
Shoppers represented a distinct business unitopithations and cash flows that can clearly berdjstshed, both operationally and for
financial purposes, from the rest of Harte Hanks,results of the Shoppers operations are repageaiscontinued operations for all periods
presented. Results of the remaining Harte Hankibas are reported as continuing operations.r #fese sales, Harte Hanks no longer has
any Shoppers operations or circulation.

GOVERNMENT REGULATION

As a company with business activities around thddyave are subject to a variety of domestic aridrimational legal and regulatory
requirements that impact our business, includiogekample, regulations governing consumer praiaand unfair business practices,
contracts, ecommerce, intellectual property, lavat employment, securities, tax and other lawsare@generally applicable to commercial
activities.

We are also subject to, or affected by, numerocal Jmational and international laws, regulationd adustry standards that regulate direct
marketing activities, including those that addi@s$gacy, data security and unsolicited marketinqowinications. Examples of some of these
laws and regulations that may be applied to, acaffour business or the businesses of our cliedlisde the following:
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* Federal and state laws governing the use of tleeriat and regulating telemarketing, including th8.WControlling the Assault of
Non-Solicited Pornography and Marketing Act of 2@AAN-SPAM), which regulates commercial email and requihat commerci:
emails give recipients an opt-out method. Canaflats Spam Legislation (CASL) applies in a comparable mearfior our activities i
Canada. Telemarketing activities are regulatedabngng other requirements, the Federal Trade Cosionis Telemarketing Sales
Rule (TSR), the Federal Communications Commissidelephone Consumer Protection Act (TCPA) and waristate do-not-call
laws.

* The U.S. Department of Commerce’s proposed Dyn#&riiacy Framework, the Federal Trade Commissionédeting Consumer
Privacy in an Era of Rapid Change policy and theopean Commission’s proposed changes to the Eundgeimn’s Data Protection
framework, each of which seeks to address conspmeacy, data protection and technological advarer@siin relation to the
collection or use of personal information. In agtdit the Federal Trade Commission would be graatiitional power and authority
to regulate the collection and use of, as well@ess to, marketing information under the propdatk Broker Accountability and
Transparency Act of 2014.

e Asignificant number of states in the U.S. havespdsversions of security breach naotification lawisich generally require timely
notifications to affected persons in the eventaihdsecurity breaches or other unauthorized atoesstain types of protected
personal data.

»  The Fair Credit Reporting Act (FCRA), which goveramong other things, the sharing of consumer tépfmrmation, access to
credit scores, and requirements for users of coasueport information.

e The Financial Services Modernization Act of 1999Goamm-Leach-Bliley Act (GLB), which, among othtings, regulates the use
for marketing purposes of non-public personal faiahinformation of consumers that is held by fioghinstitutions. Although Harte
Hanks is not considered a financial institution nyaf our clients are subject to the GLB. The GdlBo includes rules relating to the
physical, administrative and technological protf non-public personal financial information.

*  The Health Insurance Portability and Accountabifigt of 1996 (HIPAA), which regulates the use ofgmnal health information for
marketing purposes and requires reasonable saftgydasigned to prevent intentional or unintentiars@ or disclosure of protected
health information.

e The Fair and Accurate Credit Transactions Act dF2(FACT Act), which amended the FCRA and requia@spng other things,
consumer credit report notice requirements foritwesithat use consumer credit report informatimeannection with riskeased cred
pricing actions and also prohibits a businessrbatives consumer information from an affiliatenfrasing that information for
marketing purposes unless the consumer is firstiged a notice and an opportunity to direct theess not to use the information
for such marketing purposes, subject to certairgtans.

»  The European Union (EU) data protection laws, iditig the comprehensive EU Directive on Data Praiadl995), which imposes
a number of obligations with respect to use of eatdata, and includes a prohibition on the transf personal information from the
EU to other countries that do not provide consumatts an “adequate” level of privacy or securibthelEU standard for adequacy is
generally stricter and more comprehensive thandhtite U.S. and most other countries.

There are additional consumer protection, privany @ata security regulations in locations whereoweur clients do business. These laws
regulate the collection, use, disclosure and rite rdf
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personal data and may require consent from consuametr grant consumers other rights, such as thitydbiaccess their personal data and to
correct information in the possession of data adletrs. We and many of our clients also belonggdde associations that impose guidelines
that regulate direct marketing activities, sucthasDirect Marketing Association’s Commitment torfSamer Choice.

As a result of increasing public awareness anddstén individual privacy rights, data protectiamformation security and environmental and
other concerns regarding marketing communicatifatieral, state and foreign governmental and ingustyanizations continue to consider
new legislative and regulatory proposals that wanldose additional restrictions on direct marketegvices and products. Examples include
data encryption standards, data breach notificaggnirements, consumer choice and consent réstrscand increased penalties against
offending parties, among others. In 2012 and 26&8eral members of the U.S. Congress (in cooiidimatith the Federal Trade Commission
and consumer advocacy groups) initiated severaiiiies regarding data brokerage, one of which viated to us (among others), and the
Data Broker Accountability and Transparency Ac2014 has been proposed in connection with thesériag. We anticipate that additional
inquiries and proposals will be made that may affiee marketing services we offer our clients wahtinue to be introduced in the future,
some of which may be adopted.

In addition, our business may be affected by thasich of these restrictions on our clients and tivarketing activities. These additional
regulations could increase compliance requiremamtsrestrict or prevent the collection, managemeggregation, transfer, use or
dissemination of information or data that is cuthelegally available. Additional regulations malg@ restrict or prevent current practices
regarding unsolicited marketing communicationsr €&@ample, many states have considered implemedbtrgpt-mail legislation that could
impact our business and the businesses of outtslé customers. In addition, continued publierst in individual privacy rights and data
security may result in the adoption of further vahry industry guidelines that could impact ouedtrmarketing activities and business
practices.

We cannot predict the scope of any new legislatiegulations or industry guidelines or how courtsyrmterpret existing and new laws.
Additionally, enforcement priorities by governmdrdathorities may change and also impact our bssie&her directly or through requiring
our customers to alter their practices. Compliamitk regulations is costly and time-consumingudsrand our clients, and we may encounter
difficulties, delays or significant expenses in geation with our compliance. We may also be exgdsesignificant penalties, liabilities,
reputational harm and loss of business in the ethettwe fail to comply with applicable regulationBhere could be a material adverse impac
on our business due to the enactment or enforceofiéegislation or industry regulations, the isscewof judicial or governmental
interpretations, enforcement priorities of governtaéagencies or a change in customs arising frobligpconcern over consumer privacy and
data security issues.

INTELLECTUAL PROPERTY RIGHTS

Our intellectual property assets include trademarigservice marks that identify our company andpooducts and services, software and
other technology that we develop, our proprietaifections of data and intellectual property licethidrom third parties, such as prospect list
providers. We generally seek to protect our ietelial property through a combination of licenseeaments and trademark, service mark,
copyright, patent and trade secret laws, and domesime registrations and enforcement proceduresal8deenter into confidentiality
agreements with many of our employees, vendorshaats and seek to limit access to and distributibintellectual property and other
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proprietary information. We pursue the protectidwar trademarks and other intellectual propertthim U.S. and internationally.

Despite our efforts to protect our intellectual pecty, unauthorized parties may attempt to copgterwise obtain and use our proprietary
information and technology. Monitoring unauthoriaesk of our intellectual property is difficult, andauthorized use of our intellectual
property may occur. We cannot be certain that patentrademark registrations will be issued, reor we be certain that any issued patents ol
trademark registrations will give us adequate mtide from competing products. For example, issp@@nts may be circumvented or
challenged and declared invalid or unenforceabl@ddition, others may develop competing techne®gr databases on their own. Moreover
there is no assurance that our confidentiality egpents with our employees or third parties wilsbéicient to protect our intellectual property
and proprietary information.

We may also be subject to infringement claims agjais by third parties and may incur substantiatsand devote significant management
resources in responding to such claims, as wendd12 and 2013. We have been, and continue toligated under some agreements to
indemnify our clients as a result of claims thatimfeéinge on the proprietary rights of third pagi@hese costs and diversions could cause out
business to suffer. If any party asserts an inéingnt claim, we may need to obtain licenses taiguted intellectual property. We cannot
assure you, however, that we will be able to obttaérse licenses on commercially reasonable terrtisabrve will be able to obtain any licen

at all. The failure to obtain necessary licensestber rights may have an adverse affect on olityatm provide our products and services.

EMPLOYEES

As of December 31, 2013, Harte Hanks employed aqmately 5,310 full-time employees and 50 part-tiemeployees, of which
approximately 1,890 are based outside of the W $ortion of our workforce is provided to us thrdustaffing companies. None of the
workforce is represented by labor unions. We aersour relations with our employees to be good.

ITEM 1A. RISK FACTORS
Cautionary Note Regarding Forward-Looking Statemens

This report, including the Management’s Discussiod Analysis of Financial Condition and Result©gpkrations (MD&A), contains
“forward-looking statements” within the meaningtbé federal securities laws. All such statemergsgaialified by this cautionary note, which
is provided pursuant to the safe harbor proviswfrfS8ection 27A of the Securities Act of 1933 (1988) and Section 21E of the Securities
Exchange Act of 1934 (1934 Act). Forward-lookitgtesments may also be included in our other puliings, press releases, our website and
oral and written presentations by management.e®tts other than historical facts are forward-legland may be identified by words such
as “may,” “will,” “expects,” “believes,” “anticipas,” “plans,” “estimates,” “seeks,” “could,” “intels,” or words of similar meaning. Examples
include statements regarding (1) our strategiestidtives, (2) adjustments to our cost structamel other actions designed to respond to
market conditions and improve our performance,thedanticipated effectiveness and expenses assdaidth these actions, (3) our financial
outlook for revenues, earnings per share, operaticmme, expense related to equity-based compensatipital resources and other financial
items, (4) expectations for our businesses anthiindustries in which we operate, including ti@act of economic conditions of the markets
we serve on the marketing expenditures and aetdvaf our clients and prospects, (5) competitivtdis, (6) acquisition and development
plans, (7) our stock repurchase program, (8) espiecis regarding legal proceedings and other cgetinliabilities, and (9) other statements
regarding future events, conditions or outcomes.

” o« ” w ” o« " ow LT ” o« " ow
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These forwardeoking statements are based on current informaérpectations and estimates and involve risksertainties, assumptions a
other factors that are difficult to predict andttbauld cause actual results to vary materiallyfrohat is expressed in or indicated by the
forward-looking statements. In that event, ouritess, financial condition, results of operationsiquidity could be materially adversely
affected, and investors in our securities coule jpart or all of their investments. Some of thésles, uncertainties, assumptions and other
factors can be found in our filings with the SEGluding the factors discussed below in this Itefn “Risk Factors”, and any updates thereto
in our Forms 10-Q. The forward-looking statemeéntsuded in this report and those included in atineo public filings, press releases, our
website and oral and written presentations by mamagt are made only as of the respective datesahend we undertake no obligation to
update publicly any forward-looking statement iis tteport or in other documents, our website of stiatements for any reason, even if new
information becomes available or other events ogtthre future.

In addition to the information set forth elsewhar¢his report, including in the MD&A section, tiiectors described below should be
considered carefully in making any investment denswith respect to our securities. The risks dbed below are not the only ones we face
or may face in the future. Additional risks and ertainties that are not presently anticipated at tie may currently believe are immaterial
could also impair our business operations and &izduperformance.

We are developing a new strategy, and the futurecass of our company will depend on its successéiéction and execution

Our senior leadership team is in the process ofldging a new strategy for Harte Hanks. We wilh@aumnce the strategy and begin to take
action toward it in 2014. Because this new stratgilj chart the company’s course of action andpties for years to come, the future succes
of Harte Hanks will depend on the successful selea@nd execution of this strategy. Our new stnatmay bring additional risks to the
business (such as those associated with greaterf sapital, development or acquisition of new proid, or entry into new industry or
geographic markets) or magnify existing risks asbusiness priorities and objectives are adjustédie select a poor strategy, or if we fail to
execute well the strategy we select, our busineddinancial performance may be materially and sskilg affected.

We face significant competition for individual pregts, entire client relationships and advertisingltdrs in general.

Our business faces significant competition in &ltoofferings and within each of its vertical rkats. Direct marketing is a dynamic business
subject to rapid technological change, high turn@felient personnel who make buying decisiongnticonsolidations, changing client needs
and preferences, continual development of compgiiaducts and services and an evolving competitindscape. This competition comes
from numerous local, national and internationa¢édirmarketing and advertising companies, and ciigatnal resources, against whom we
compete for individual projects, entire client tedaships and marketing expenditures by clientsnodpective clients. We also compete
against print and electronic media and other foofredvertising for marketing and advertising ddlar general. In addition, our ability to
attract new clients and to retain existing clientsy, in some cases, be limited by clients’ policiasor perceptions of conflicts of interest.
These policies can prevent us from performing sinskrvices for competing products or companiesnesof our clients have also sought to
reduce the number of marketing vendors or use-fhartly procurement organizations, all of which @ases pricing pressure and may
disadvantage us relative to our competitors. @ilmre to improve our current processes or to dgvekew products and services could rest
the loss of our clients to current or future corntped. In addition, failure to gain market acceyaa of new products and services could
adversely affect our growth.
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Current and future competitors may have significdaypgreater financial and other resources than we,dmd they may sell competing
products and services at lower prices or at lowesffi margins, resulting in pressures on our pricesd margins.

The sizes of our competitors vary widely acrosskaaand service segments. Therefore, some ofmupetitors may have significantly
greater financial, technical, marketing or othesorgces than we do in any one or more of our ma@ents, or overall. As a result, our
competitors may be in a position to respond moiekiyuithan we can to new or emerging technologmesthodologies and changes in custo
requirements, or may devote greater resourcesvtaran to the development, promotion, sale anda@tipp products and services. Moreo\
new competitors or alliances among our competiteaty emerge and potentially reduce our market siiavenue or margins. Some of our

be able to sell products or services competitiveuis at lower prices given proprietary ownersHigata, technical superiority or economies of
scale. Price reductions or pricing pressure bycouanpetitors could negatively impact our margind eesults of operations, and could also
harm our ability to obtain new customers on favteabrms. Competitive pricing pressures tend ¢oaase in difficult economic environmer
such as the current environments in the U.S. amer @conomies, due to reduced marketing expenditafrmany of our clients and prospects
and the resulting impact on the competitive busiregs/ironment for marketing service providers saglour company.

We must maintain technological competitiveness, tinnally improve our processes and develop and aaluce new products and services in
a timely and cost-effective manner.

We believe that our success depends on, amongtbihgs, maintaining technological competitivenessur products, processing functiona
and software systems and services. Technologygesampidly as makers of computer hardware, netaygstems, programming tools,
programming languages, operating systems, databelseology and mobile devices continually impradveirt offerings. Advances in
information technology may result in changing dipreferences for products and product delivenynaleés in our industry. The increasingly
sophisticated requirements of our clients requéréoucontinually improve our processes and prowigl® products and services in a timely and
costeffective manner (whether through developmentnieeor acquisition). We may be unable to succkgsfientify, develop and bring ne
and enhanced services and products to marketnmedytand cost-effective manner, such servicesmaducts may not be commercially
successful, and services, products and technoldgiesioped by others may render our services amdlpts noncompetitive or obsolete.

Our success depends on our ability to consisteatiyl effectively deliver our products and servicesour clients.

Our success depends on our ability to effectivaly eonsistently staff and execute client engagesnaithin the agreed upon timeframe and
budget. Depending on the needs of our clientsepgagements may require customization, integratimhcoordination of a number of
complex product and service offerings and execuimoss many facilities in our network. Moreoversome of our engagements, we rely on
subcontractors and other third parties to provataees of the services to our clients, and we cannatantee that these third parties will
effectively deliver their services or that we willve adequate recourse against these third parties event they fail to effectively deliver th
services. Other contingencies and events outgidarccontrol may also impact our ability to progidur products and services. Our failure to
effectively and timely staff, coordinate and execotir client engagements may adversely impactiegistient relationships, the amount or
timing of payments from our clients, our reputatinrthe marketplace and ability to secure addititmsiness and our resulting financial
performance. In addition, our contractual arranget® with our clients and other customers may notige us with sufficient protections
against claims for lost profits or other claims @lmmages.
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If our new leaders are unsuccessful, or if we ldsey management and are unable to attract and rettie talent required for our busines
our operating results could suffer.

We have recently replaced many of our leadersuydhiafy our President, Chief Executive Officer anchibiman, and have reorganized our
operational structures. If our new leaders fathigir new roles and responsibilities (and moreegaity if we are unable to attract new leaders
with the necessary skills to manage our businasspesiness and its operating results may sufferther, our prospects depend in large part
upon our ability to attract, train and retain expeced technical, client services, sales, congyltiesearch and development, marketing,
administrative and management personnel. Whilelémeand for personnel is dependent on employmeatdgvompetitive factors and general
economic conditions, qualified personnel histofichbve been in great demand. The loss or prokbgsence of the services of these
individuals could have a material adverse effecbonbusiness, financial position or operating Itssu

We have recently experienced, and may experienciénfuture, reduced demand for our products and\sees because of general econor
conditions, the financial conditions and marketingudgets of our clients and other factors that magpact the industry verticals that we
serve,

Economic downturns and turmoil severely affectrtfegketing services industry. Throughout the mesent recession, as in prior economic
downturns, our customers responded to weak econconiditions by reducing their marketing budgetsicltare generally discretionary in
nature and easier to reduce in the short-termattzer expenses. Many of our customers have beantslrestore their marketing budgets to
prior levels during a recovery, and may respondlaity to adverse economic conditions in the futu@ur revenues are dependent on nationa
regional and international economies and businesdittons. A lasting economic recession or anamdovery in the markets in which we
operate (such as the recent recession and recaxarly) have material adverse effects on our busjrigncial position or operating results.
Similarly, industry or company-specific factors ntaggatively impact our clients and prospectiventfeor their industries, and in turn result in
reduced demand for our products and services,tdfisnlvencies, collection difficulties or bankraptpreference actions related to payments
received from our clients. We may also experigedeiced demand as a result of consolidation ofitdiand prospective clients in the industry
verticals that we serve. See “Management’s Disonsand Analysis of Financial Condition and Resoft©perations” in this Form 10-K for
additional information about the adverse impacbonfinancial performance of the ongoing difficattonomic environment in the U.S. and
other economies.

We must effectively manage our costs to be sucecésfwe do not achieve our cost management objees, our financial results could be
adversely affected.

Our business plan and expectations for the futegeire that we effectively manage our cost strggtimcluding our operating expenses and
capital expenditures across our operations. T@xtent that we do not accurately anticipate anelctiffely manage our costs, our financial
results may be adversely affected in any econofimtate and even more so during a prolonged recessiach as the recent economic
downturn in the U.S. and elsewhere.

Privacy, information security and other regulatomgquirements may prevent or impair our ability tdfer our products and service:
We are subject to and affected by numerous lawsilagons and industry standards that regulatetimarketing activities, including those t
address privacy, data protection, information sécand marketing communications. Please refénéosection above entitled “Government

Regulation” for additional information regardingnse of these regulations.
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As a result of increasing public awareness andestén privacy rights, data protection and accie$srmation security, environmental
protection and other concerns, national and locaéghments and industry organizations regularlys@er and adopt new laws, rules,
regulations and guidelines that restrict or regutatirketing communications, services and produgsamples include data encryption
standards, data breach notification requiremeatgstration/licensing requirements (often with jeesnsumer choice, notice and consent
restrictions and penalties for infractions, amotigeos. We anticipate that additional restrictians regulations will continue to be proposed
and adopted in the future.

In addition, our business may be affected by theeich of these restrictions and regulations on bents and their marketing activities. Curr
and future restrictions and regulations could iaseecompliance requirements and costs, and restqicevent the collection, management,
aggregation, transfer, use or dissemination ofrmédion, or change the requirements therefore $o exjuire other changes to our business o
that of our clients. Additional restrictions arejulations may limit or prohibit current practigegarding marketing communications. For
example, many states and countries have consiitepgdmenting do not contact legislation that comighact our business and the businesses
of our clients and customers. In addition, corghpublic interest in privacy rights, data proteetand access, and information security may
result in the adoption of further industry guidelinthat could impact our direct marketing actigigad business practices.

We cannot predict the scope of any new laws, ruéggjlation or industry guidelines or how courtagencies may interpret current ones.
Additionally, enforcement priorities by governmdraathorities will change over time, which may inspaur business. Understanding the
laws, rules, regulations and guidelines applicablkepecific client multichannel engagements andssmany jurisdictions poses a significant
challenge, as such laws, rules, regulations andiegines are often inconsistent or conflicting, anel sometimes at odds with client objectives.
Ouir failure to properly comply with these regulgtoequirements and client needs may materiallyahaersely affect our business. General
compliance with privacy, data protection and infatimn security obligations is costly and time-cangwg, and we may encounter difficulties,
delays or significant expenses in connection withampliance, or because of our clients’ needbtaly. We may be exposed to significant
penalties, liabilities, reputational harm and lo§susiness in the event that we fail to complye ¥éuld suffer a material adverse impact on
business due to the enactment or enforcement isfdéign or industry regulations affecting us amdjar clients, the issuance of judicial or
governmental interpretations, changed enforcem@mitifies of governmental agencies or a changeeimabior arising from public concern o\
privacy, data protection and information securisuies.

We could fail to adequately protect our intelleciyaroperty rights and may face claims for intelletl property infringement.

Our ability to compete effectively depends in gartthe protection of our technology, products, sexwand brands through intellectual
property right protections, including patents, aoglyts, database rights, trade secrets, tradenaadslomain name registrations and
enforcement procedures. The extent to which sigthsrcan be protected and enforced varies inriffigjurisdictions. Litigation involving
patents and other intellectual property rightsthesome far more common and expensive in recens yaad we face the risk of additional
litigation relating to our use or future use ofeliidctual property rights of third parties. Thipdsty infringement claims and any related litiga
against us could subject us to liability for danmggnificantly increase our costs, restrict wsrfrusing and providing our technologies,
products or services or operating our businessrgliyeor require changes to be made to our teagies, products and services. Please refel
to the section above entitled “Intellectual Prop&ights” for additional information regarding auatellectual property and associated risks.
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Consumer perceptions regarding the privacy and sdguof their data may prevent or impair our abilitto offer our products and services.

Various local, national and international regulasipas well as industry standards, give consunassng degrees of control as to how certain
data regarding them is collected, used and shareddrketing purposes. If, due to privacy, seguwitother concerns, consumers exercise
ability to prevent or limit such data collectiorseuor sharing, it may impair our ability to proviaarketing to those consumers and limit our
clients’ demand for our services. Additionallyivaccy and security concerns may limit consumerdinginess to voluntarily provide data to
our customers or marketing companies. Some ofemvices depend on voluntarily provided data aedeflore may be impaired without such
data.

Our reputation and business results may be adverselpacted if we, or subcontractors upon whom wéyrelo not effectively protect
sensitive personal information of our clients andioclients’ customers.

Current privacy and data security laws and industaydards impact the manner in which we captwaedle, analyze and disseminate custc
and prospect data as part of our client engagemémisiany instances, our client contracts alsodasprivacy and security practices. If we
fail to effectively protect and control sensitiverponal information (such as personal health in&tiom, social security numbers or credit card
numbers) of our clients and their customers orgeots in accordance with these requirements, weincay significant expense, suffer
reputational harm and loss of business, and, ir@icecases, be subjected to regulatory or govertaheanctions or litigation. These risks may
be increased due to our reliance on subcontraatatother third parties in providing a portion of @verall services in certain engagements.
We cannot guarantee that these third parties ¥@tgvely protect and handle sensitive personfdrimation or other confidential information,
or that we will have adequate recourse againsetttesd parties in that event.

We may not be able to adequately protect our infation systems.

Our ability to protect our information systems aghidamage from a data loss, security breach, heman malfeasance, computer virus, fire,
power loss, telecommunications failure or otheaslier is critical to our future success. Some e$¢hsystems may be outsourced to third-part
providers from time to time. Any damage to our imfation systems that causes interruptions in oaraions or a loss of data could affect out
ability to meet our clients’ requirements, whichuttbhave a material adverse effect on our busirfess)cial position or operating results.
While we take precautions to protect our informatystems, such measures may not be effectivepdsting measures may become
inadequate because of changes in future conditiditeough we maintain insurance which may resptndover some types of damages
incurred by breaches of (or problems with) our infation systems, such insurance is limited and msipe, and may not respond or be
sufficient to offset the costs of such damages,thackfore such damages may materially harm ounéess.

Breaches of security, or the perception that econnogeis not secure, could severely harm our businassd reputation.

Business-to-business and business-to-consumerad@ctommerce requires the secure transmissiaomidential information over public
networks. Some of our products and services aresaed through or are otherwise dependent on theit Security breaches in connection
with the delivery of our products and serviceswetl-publicized security breaches that may affect usuprindustry (such as database intrus
could be severely detrimental to our business,aijpey results and financial condition. We canmethbrtain that advances in criminal
capabilities, new discoveries in the field of cgraphy or other developments will not compromisbkreach the
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technology protecting the information systems theiver our products, services and proprietary lokga information.
Data suppliers could withdraw data that we rely on fouoproducts and services.

We purchase or license much of the data we usereT¢ould be a material adverse impact on our basiif owners of the data we use were tc
withdraw or curtail access to the data or matsriagbtrict the authorized uses of their data. Pataiders could withdraw their data if there
competitive reason to do so, if there is pressum the consumer community or if additional regiolas are adopted restricting the use of the
data. We also rely upon data from other exteroaies to maintain our proprietary and non-proprietiatabases, including data received
from customers and various government and pubtiorcesources. If a substantial number of dataigess or other key data sources were to
withdraw or restrict their data, if we were to l@sess to data due to government regulation,tbeitollection of data becomes uneconom
our ability to provide products and services to dignts could be materially and adversely affectalich could result in decreased revenues,
net income and earnings per share.

We must successfully identify and evaluate acquigittargets and integrate acquisitions.

We frequently evaluate acquisition opportunitiegexpand our product and service offerings and ggadc locations, including potential
international acquisitions. Acquisition activitjessen if not consummated, require substantial arsoof management time and can distract
from normal operations. In addition, we have ia ffast and may in the future be unable to achley@rofitability goals, synergies and other
objectives initially sought in acquisitions, and/atquired assets, data or businesses may notbessfully integrated into our operations.
Acquisitions may result in the impairment of retaiships with employees and customers. Moreovémadh we review and analyze assets ol
companies we acquire, such reviews are subjeatdertainties and may not reveal all potential rigiksl we may incur unanticipated liabilities
and expenses as a result of our acquisition aesvitThe failure to identify appropriate candidate negotiate favorable terms, or to
successfully integrate future acquisitions intosérg operations could result in not achieving pkthrevenue growth and could negatively
impact our net income and earnings per share.

We may be unable to make dispositions of assetfagorable terms.

In 2012 we sold the assets of our Florida Shoppgesations, The Flyer, resulting in an after-tasslof $2.7 million. In 2013 we sold the
assets of our California Shoppers operations, Bmysaver, resulting in an after-tax loss of $1fikion. We may in the future determine to
divest certain assets or businesses in pursuitiiot@rporate strategy. However, the price we obfiai such assets or businesses will be drivel
by performance of those businesses and the curraritet demand for such assets, and we may notlbeaatealize a profit upon sale. If we
are unable to dispose of businesses or assetiniely manner or at profitable price, our businegd,income and earnings per share could be
materially and adversely affected.

We are vulnerable to increases in postal rates atigtuptions in postal services.

Our services depend on the USPS and other comrhdetiigery services to deliver products. Standaodtage rates have increased in recent
years (most recently in April 2011, January 201@ danuary 2013) and may continue to do so at frecared unpredictable intervals. Post
rates influence the demand for our services eveugih the cost of mailings is typically borne by elients and is not directly reflected in our
revenues or expenses. Accordingly, future postakiases or disruptions in the operations of the&J&ay have an adverse impact on us.

In addition, the USPS has had significant finanaied operational challenges recently. In reactioe USPS has proposed many changes in i
services, such as delivery frequency and facilitsess.
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These changes, together with others that may betedicindividually or in combination with other rkat factors, could materially and
negatively affect our costs and ability to meet dignts’ expectations.

We are vulnerable to increases in paper prices.

Prices of print materials are subject to fluctuagio Increased paper costs could cause our custdmezduce spending on other marketing
programs, or to shift to media which are less pabfe for us, in each case potentially materiaffgcting our revenues and profits.

Our financial results could be negatively impacteg impairments of goodwill or other intangible agsewith indefinite useful lives .

In the third quarter of 2013 we recorded an impaintrcharge of $2.8 million related to a non-caaddérname intangible asset as a result of
continuing revenue declines, an overall strateggeasment of the related operations, and managsreeatuation of the business. As of
December 31, 2013, the net book value of our golbdwil other intangibles represented approxime#dy0.5 million out of our total assets of
$685.1 million. We test goodwill and other intavlgi assets with indefinite useful lives for impagmi as of November 30 of each year and on
an interim basis should factors or indicators bes@mpparent that would require an interim test. otviward revision in the fair value of our
reporting unit or any of the other intangible ass®uld result in additional impairments and noshceharges. Any such impairment charges
could have a significant negative effect on ouoregdl net income.

Our indebtedness may adversely impact our abild@yreact to changes in our business or changes ing®l economic conditions.

The amount of our indebtedness and the terms wmtieh we have borrowed money under our credit iftéesl or other agreements could have
important consequences for our business. Ouratelgnants require that we maintain certain findmigasures and ratios. As a result of tl
covenants and ratios, we may be limited in the maimwhich we can conduct our business, and we lpeaynable to engage in favorable
business activities or finance future operationsagpital needs. A failure to comply with thesenieBons or to maintain the financial measures
and ratios contained in the debt agreements cealdifo an event of default that could result imereleration of outstanding indebtedness. In
addition, the amount and terms of our indebtedneskl:

e limit our flexibility in planning for, or reactingp, changes in our business and the industriesiohwve operate, including limiting
our ability to invest in our strategic initiativeand, consequently, place us at a competitive désadge;

* reduce the availability of our cash flows that wbatherwise be available to fund working capitapital expenditures, acquisitions
and other general corporate purposes; and

» resultin higher interest expense in the evenhofdases in interest rates, as discussed below Untkrest rate increases could affect
our results of operations, cash flows and finanoiition.”

We may incur additional indebtedness in the fuand, if new debt is added to our current debt Evble above risks could be increased.
Interestrate increases could affect our results of operat# cash flows and financial position.

Interest rate movements in Europe and the U.Saffant the amount of interest we pay related tod®bt and the amount we earn on cash
equivalents. Our primary interest rate exposute isterest rate fluctuations in Europe, specifjcBurodollar rates, due to their impact on
interest related to our credit facilities. On Dater 31, 2013, we had $98.0 million of debt outdiag, all of which bore variable interest
rates. Our results of operations, cash flows amahtial position could be
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materially adversely affected by significant in@eain interest rates. We also have exposurdemest rate fluctuations in the U.S., specific

money market, commercial paper and overnight tieygodit rates, as these affect our earnings on exest. Even with the offsetting incre

in earnings on excess cash in the event of aresiteate increase, we cannot be assured that faterest rate increases will not have a mat

adverse impact on our business, financial positiooperating results.

We are subject to risks associated with operationsside the U.S.

Harte Hanks conducts business outside of the Di8ing 2013, approximately 15.9% of our revenuesawierived from operations outside

United States, primarily Europe and Asia. We mgyagd our international operations in the futur@as of our growth strategy.

Accordingly, our future operating results couldriagyatively affected by a variety of factors, sorhwbich are beyond our control, including:
e social, economic and political instability;

e changes in local, national and international legglLirements or policies resulting in burdensomeegament controls, tariffs,
restrictions, embargoes or export license requirgsye

* higher rates of inflation;

» the potential for nationalization of enterprises;

» less favorable labor laws that may increase empémyroosts and decrease workforce flexibility;
e potentially adverse tax treatment;

» less favorable foreign intellectual property lawattwould make it more difficult to protect ouretiectual property from
misappropriation;

* more onerous or differing data privacy and secugtyuirements or other marketing regulations;

longer payment cycles; and

the differing costs and difficulties of managingeimational operations.

In addition, exchange rate movements may have padtron our future costs or on future cash flowsifforeign investments. We have not
entered into any foreign currency forward exchacmy@racts or other derivative instruments to hetigeeffects of adverse fluctuations in
foreign currency exchange rates. The various tis&sare inherent in doing business in the U.8atso generally applicable to doing busines:
anywhere else, and may be exacerbated by theudiffiof doing business in numerous sovereign juctizhs due to differences in culture, le
and regulations.

We must maintain effective internal controls.

In designing and evaluating our internal contralerdinancial reporting, we recognize that anyiiné control or procedure, no matter how
well designed and operated, can provide only resslerassurance of achieving desired control objestand that no system of internal cont
can be designed to provide absolute assurancéeatigéness. If we fail to maintain a system déefive internal controls, it could have a
material adverse effect on our business, finarpmaltion or operating results. Additionally, adsepublicity related to a failure in our internal
controls over financial reporting could have a rizgaimpact on our reputation and business.
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Fluctuation in our revenue and operating results drother factors may impact the volatility of ouragtk price.

The price at which our common stock has trade@demt years has fluctuated greatly and has deddiig@ificantly. Our common stock price
may continue to be volatile due to a number ofdexincluding the following (some of which are bagour control):

« the impact of the uneven and lackluster econontovery from the last recession, the overall stiemdtthe economies of the mark
we serve and general market volatility;

*  variations in our operating results from periogh&wiod and variations between our actual operatisglts and the expectations of
securities analysts, investors and the financiairoanity;

e unanticipated developments with client engagemantiient demand, such as variations in the simdgbt, or progress toward the
completion of engagements, variability in the mademand for our services, client consolidations dre unanticipated termination
several major client engagements;

e announcements of developments affecting our buséses

» competition and the operating results of our coritqrat and

. other factors discussed elsewhere in this ltem‘Risk Factors”.

As a result of these and other factors, investomur common stock may not be able to resell ttegres at or above their original purchase
price.

War or terrorism could affect our business.

War, terrorism or the threat thereof involving arkes we serve could have a significant impact onbusiness, financial position or operating
results. War or the threat of war could substiiptafect the levels of advertising expenditurgsdiients in each of our businesses, whether
due to economic declines, decreased or slowedchatienal trade, reactions to security risks or ofhetors. In addition, each of our businesse
could be affected by operation disruptions andaatafye of supplies and labor related to such aowthreat of war.

ITEM 1B. UNRESOLVED STAFF COMMENTS
None.
ITEM 2. PROPERTIES

Our business is conducted in facilities worldwidataining aggregate space of approximately 2.danibquare feet. All facilities are held
under leases, which expire at dates through 2022.

ITEM 3. LEGAL PROCEEDINGS

Information regarding legal proceedings is setfantNote I,Commitments and Contingenciesf the “Notes to Consolidated Financial
Statements” and is incorporated herein by reference

ITEM 4. MINE SAFETY DISCLOSURES
Not applicable
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PART II

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELATED STOC KHOLDER MATTERS AND ISSUER
PURCHASES OF EQUITY SECURITIES

Common Stock

Our common stock is listed on the NYSE (symbol: jH®e reported high and low quarterly sales praceges for 2013 and 2012 were as
follows:

2013 2012
High Low High Low
First Quarte 8.3¢ 5.9¢ 10.2¢ 8.3(
Second Quarte 9.2¢ 7.07 9.2t 8.0t
Third Quartel 10.1Z 8.1¢ 9.81 6.1¢€
Fourth Quarte 9.3z 7.3¢ 7.0z 5.14

We paid a quarterly dividend of 8.5 cents per simemach of the last three quarters of 2013. We fveo 8.5 cents per share dividends in the
fourth quarter of 2012, the second of which wase-time acceleration of the regular quarterly divid we would have ordinarily paid in the
first quarter of 2013. We currently plan to paguarterly dividend of 8.5 cents per share in eadrtgr of 2014, although any actual dividend
declaration can be made only upon, and subjeeiaroval of our Board of Directors, based on itsibess judgment.

In 2012, quarterly dividends were paid at the tdt®.5 cents per share.

As of January 31, 2014, there are approximatelg@|tblders of record.

Issuer Purchases of Equity Securities

The following table contains information about puirchases of equity securities during the fourtartgr of 2013:

Total Number

of Shares Maximum
Purchased as Dollar Amount
Total Number Part of a that May Yet
of Shares Average Price Publicly Be Spent
Purchased Paid per Announced Under the
Period (2) Share Plan (1) Plan
October 1- 31, 201z 0 $ 0 0 $ 4,548,89
November 1- 30, 2012 0 3 0 0 3 4,548,89
December - 31, 2015 78,95 $ 7.7€ 78,95« $ 3,936,18:
Total 78,95 $ 7.7€ 78,95¢

(1) During the fourth quarter of 2013, we purchase®538 shares of our common stock through our stoglradhase program that was
publicly announced in August 2012. Under this paog, from which shares can be purchased in the o@eket, our Board of Directors has
authorized us to spend up to $10.0 million to repase shares of our outstanding common stock.f Recember 31, 2013, we have
repurchased 897,367 shares and spent $6.1 miltidaruthis authorization. Through December 31, 20&3had repurchased a total of
65,821,876 shares at an average price of $18.48haee under this program and previously annoupoegrams.
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(2) Total number of shares purchased includes shdsy,i (i) purchased as part of our publicly anramchstock repurchase program, and
pursuant to our 2005 Omnibus Incentive Plan an@Zrhnibus Incentive Plan, (ii) withheld to pay witiding taxes and the exercise price in
certain cashless exercises of stock options, @haviihheld to offset withholding taxes upon thesting of unvested shares.

Comparison of Stockholder Returns

The material under this heading is not “solicitingaterial,” is not deemed “filed” with the SEC, aii&lnot to be incorporated by reference into
any filing under the 1933 Act or the 1934 Act, mketmade before or after the date hereof and ireetipe of any general incorporation
language in such filing.

The following graph compares the cumulative toéaim of our common stock during the period Decen3fie 2008 to December 31, 2013
with the Standard & Poor’s 500 Stock Index (S&P Hafex) and with two peer groups. We made modifices to our peer group in this 2013
Annual Report on Form 10-K compared to our previpesr group due to the sale of our Florida andf@aiia Shoppers operations.

Our former peer group includes: Acxiom Corporatidiiance Data Systems Corporation, Cenveo, Inongdlidated Graphics, Inc.,
Convergys Corp., Dun & Bradstreet Corporation, Eayilnc., Gartner, Inc., Informatica Corp., Intebtic Group of Companies, Inc.,
Meredith Corp., Sapient Corp., Sykes Enterprisas, Techtarget, Inc., Valassis Communications, &md ValueClick, Inc.

Our current peer group includes: Acxiom Corporatiéitiance Data Systems Corporation, Cenveo, I8onsolidated Graphics, Inc.,
Convergys Corp., Dun & Bradstreet Corporation, Equilnc., Gartner, Inc., Informatica Corp., Intetic Group of Companies, Inc.,
Meredith Corp., Sapient Corp., Sykes Enterprisas, Techtarget, Inc., and ValueClick, Inc.

The S&P Index includes 500 U.S. companies in tdestrial, transportation, utilities and financiattors and is weighted by market
capitalization. The peer groups are also weightetharket capitalization.

The graph depicts the results of investing $108uncommon stock, the S&P 500 Index and the pemrgy at closing prices on December 31,
2008 and assumes the reinvestment of dividends.
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Comparison of Cumulative Five Year Tolal Retum

‘REER

51

*1

2008 2009 2010 2m 2012 2013

Base

Period Years Ending
Company Name / Index Dec08 Dec09 Dec10 Decll Decl2 Decl3
Harte-Hanks, Inc 100 178.8: 216.9¢ 159.8: 110.3; 150.7¢
S&P 500 Inde» 100 126.4¢ 1455 148.5¢ 172.3% 228.1¢
New Peer Grou 100 139.8¢ 177.2% 178.8( 211.1( 327.6:
Old Peer Grou| 100 143.7¢ 184.5( 182.6¢ 216.47 335.0¢
ITEM 6. SELECTED FINANCIAL DATA

Updated 2011 Capital Expenditures

The following table sets forth our summary histatiinancial information for the periods ended asdf the dates indicated. You should reac
the following historical financial information algrwith “Management’s Discussion and Analysis ofdfiaial Condition and Results of
Operations” contained in this Form 10-K. The fisgzar financial information included in the talelow for the years ended December 31,
2013 and 2012 is derived from audited financiaiesteents contained in this Form 10-K. Informationthe years ended December 31, 2011,
2010 and 2009 was derived from previously filed AalnReports on Form 10-K. All financial informatipresented below excludes amounts
related to our discontinued Shoppers operations.

21




Table of Contents

In thousands, except per share amount 2013 2012 2011 2010 2009
Statement of Comprehensive Income L
Revenue: $ 559,60¢ $ 581,09: $ 614,27( $ 601,28: $ 585,98t
Operating expens
Labor, production and distributic 443,52: 450,77: 476,08t 460,51 437,86:
Advertising, selling, general and administrat 54,93 51,72¢ 50,48: 48,22( 43,11(
Impairment of other intangible ass 2,75( 0 0 0 0
Depreciation and amortizatic 15,731 15,92: 15,44: 17,09t 21,23
Total operating expens 516,94 518,42. 542,01: 525,83: 502,20
Operating incom:i 42,66! 62,66¢ 72,25¢ 75,45 83,78¢
Interest expense, n 2,99¢ 3,48¢ 2,941 2,62¢ 7,974
Income from continuing operatiol $ 24,44, $ 35,39t $ 42,06( $ 42,64. $ 46,05t
Earnings from continuing operations per common
shar—diluted $ 03¢ $ 0.5¢ $ 0.67 $ 0.6€ $ 0.7z
Weighted-average common and common equivale
shares outstandi—diluted 62,81: 63,14¢ 63,55: 64,13¢ 63,88¢
Other Date
Cash dividends per she $ 0.2¢ $ 04: $ 03z $ 03C $ 0.3C
Capital expenditure $ 15,87 $ 13,46. $ 22,33t $ 13,437 $ 6,05:
Balance sheet data (at end of peri
Current assel $ 239,30 $ 205,01c $ 248,96¢ $ 240,67 $ 231,85(
Property, plant and equipment, | $ 40,71 $ 44,09: $ 46,84: $ 43,20 $ 44,41¢
Goodwill and other intangibles, n $ 400,46° $ 403,42. $ 403,66¢ $ 403,89° $ 390,92:
Total asset $ 685,53t $ 706,21: $ 703,99 $ 692,09° $ 604,88t
Total debi $ 98,00 $ 110,25 $ 179,43t $ 193,00 $ 239,68t
Total stockholder equity $ 349,05: $ 328,16: $ 446,35¢ $ 437,82 $ 401,64:
ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION AND RESULTS OF

OPERATIONS

Cautionary Note About Forward-Looking Statements

This report, including this Management’s Discussaod Analysis of Financial Condition and Result©gplerations (MD&A), contains
“forward-looking statementsiithin the meaning of the federal securities ladésuch statements are qualified by the cautiomeote include:
under Item 1A above, which is provided pursuarnhtosafe harbor provisions of Section 27A of th@3L8ct and Section 21E of the 1934 A
Actual results may vary materially from what is eegsed in or indicated by the forward-looking staats.

Overview

The following MD&A section is intended to help theader understand the results of operations aaddial condition of Harte-Hanks, Inc.
(Harte Hanks). This section is provided as a smppht to, and should be read in conjunction with fimancial statements and the
accompanying notes to the financial statements.

Harte Hanks is one of the world’s leading, insidhitten multi-channel marketing organizations, dedimg impactful business results for some
of the world’s best-known brands. Through strategjencies and our core marketing services, we dpwetegrated solutions that connect
brands with prospects and customers, moving thegmrtieawareness to transactions and brand loyalty.

We offer a wide variety of integrated, multichanrddta-driven solutions for top brands around tbbe We help our clients gain insight into
their customers’ behaviors from their data andthaéinsight to create innovative multichannel nedirkg programs to deliver a return on
marketing investment. We believe our clients’ ®sscis determined not only by how good their taots but how well we help them use the
tools to gain insight and analyze their consum@isis results in a strong and enduring relationgla@pveen our clients and their customers.
offer a full complement
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of capabilities and resources to provide a broadeaf marketing services and data managementaaffwn media from direct mail to email,
including:

e agency and digital services;

» database marketing solutions and business-to-lssslaad generation;
» data quality software and services with Trilliunfi@are;

»  direct mail; and

e contact centers.

Previously, Harte Hanks also provided shopper ddveg opportunities through our Shoppers segmehigh operated in certain California
and Florida markets. On December 31, 2012 wetbeldssets of our Florida Shoppers operations Fifes, for gross proceeds of $2.0
million. This transaction resulted in an after-tags of $2.7 million. On September 27, 2013 wid te assets of our California Shoppers
operations, The Pennysaver, for gross proceed26$nillion. This transaction resulted in an efse loss of $12.4 million. Because
Shoppers represented a distinct business unitopighations and cash flows that can clearly berdjsished, both operationally and for
financial purposes, from the rest of Harte Hanks,results of the Shoppers operations are repagaiscontinued operations for all periods
presented. Results of the remaining Harte Hankgbas are reported as continuing operations.r Afese sales, Harte Hanks no longer has
any Shoppers operations or circulation.

With business operations in several countries, i@eaffected by the general local, national andriggonal economic and business conditions
in the markets where we and our customers opeM#zketing budgets are often more discretionanydture, and are easier to reduce in the
short-term than other expenses in response to aeakomic conditions. Our revenues are also affidayethe economic fundamentals of each
industry that we serve, various market factorduidiog the demand for services by our clients, @nedfinancial condition of and budgets
available to specific clients, among other factdfée remain committed to making the investment®sasary to execute our multichannel
strategy while also continuing to adjust our castcture to reduce costs in the parts of the bgsitieat are not growing as fast. We believe
these actions will improve our profitability in fue periods.

Our principal operating expense items are labostgg®e and transportation.

Results of Continuing Operations

As discussed in Note NDiscontinued Operationswe sold the assets of our Florida Shoppers dpesabn December 31, 2012 and the assets
of our California Shoppers operations on SepterilfeP013. Therefore, the operating results of lmothFlorida and California Shoppers,
including the losses on the sales, are being rep@s discontinued operations in the Consolidaitegin€ial Statements, and are excluded from
management’s discussion and analysis of financiadlition and results of operations below.
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Operating results from our continuing operationsengs follows:

In thousands, except pe

share amounts 2013 % Change 2012 % Change 2011

Revenue: $ 559,60¢ -3.7% $ 581,09: 5.4%$ 614,27(
Operating expense 516,94 -0.%% 518,42: -4.4% 542,01:
Operating incom $ 42,66 -31.9% $ 62,66¢ -13.2% $ 72,25¢
Income from continuing operations $ 24,44 -30.9% $ 35,39¢ -15.€% $ 42,06(
Diluted EPS from continuing operatio $ 0.3¢ -30.6% $ 0.5¢€ -16.2% $ 0.67

Year ended December 31, 2013 vs. Year ended Decesthib2012

Revenue

Revenues decreased $21.5 million, to $559.6 mjliioi2013 compared to 2012. These results reffectmpact of decreased revenues from a
of our verticals except for financial, with thea#tvertical representing the largest dollar deseeaRevenues from our retail vertical declined
5% compared to the prior year, reflecting changesvo large customers to less expensive mailingnéds. Our select markets vertical
decreased 8%, primarily due to the loss of twoarasts. Compared to 2012, our pharmaceutical wdiecreased 6%, high-tech declined 4%
and automotive and consumer brands decreased 3#tfin@ncial vertical increased 3% over the prieas

Future revenue performance will depend on, amohgrdactors, the overall strength of the natiomal enternational economies and how
successful we are at maintaining and growing bgsiméth existing clients, acquiring new clients ameeting client demands. We believe t

in the long-term, an increasing portion of ovenadirketing and advertising expenditures will be nibfrem other advertising media to the
targeted media space, and that our business wilifiieas a result. Targeted media advertisinglt®san be more effectively tracked, enabling
measurement of the return on marketing investment.

Operating Expenses

Overall operating expenses were $516.9 milliondh2 compared to $518.4 million in 2012. The $hibion decrease includes the impact of
an impairment loss of $2.8 million related to othreangible assets associated with our Aberdeeiméss recorded in the third quarter of 2013
offset by a decrease of $4.3 million, or 0.8% inestoperating expenses, compared to 2012.

Labor costs increased $3.3 million, or 1.2%, pritgatue to an increase in headcount and $2.0 millibincreased compensation expense
related to the retirement of our former Chairmad @&O in the second quarter of 2013 and hiringi®Ehccessor in the third quarter of 2013.
Production and distribution costs decreased $1@l®m or 6.1%, due to decreased mail supply ctaists resulting from decreased fuel costs
and decreased outsourced costs resulting from aseaeoutsourced volumes. General and administrakipense, excluding the impairment
charge, increased $3.2 million, or 6.2%, compaoegtior year, reflecting $2.5 million related tdegal settlement and associated fees and $1
million of professional consulting services relatedtrategy development. Promotional expensesiatseased related to a new rebranding
launch. Depreciation and intangible asset andvswé amortization expense decreased slightly coedp@rthe prior year.
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Our largest cost components are labor, outsourasi$ @and mail supply chain costs. Each of thests ¢® somewhat variable and tends to
fluctuate with revenues and the demand for ourisesv Mail supply chain rates have increased thestast few years due to demand and
supply issues within the transportation industfuture changes in mail supply chain rates will sarg to impact our total production costs anc
total operating expenses, and may have an impaftitore demand for our supply chain management.

Postage costs of mailings are borne by our clientsare not directly reflected in our revenuesxpeeses.

Year ended December 31, 2012 vs. Year ended Decesthib2011

Revenue

Revenues decreased $33.2 million, or 5.4%, in 2@h2pared to 2011. These results reflect the impaatiarge, long standing retail customer
which changed its marketing strategy to emphagiaadrast at the expense of direct mail. Despdestiift in strategy and reduced direct mail
volumes, this company remains one of our largestorners. Reduced revenues from this customergsepted a little less than half of the
overall decline in revenues. Revenues from owilreertical declined 1% compared to the prior yasiincreased spending by other existing
retail customers somewhat offset the reduced spgrimi this customer. Revenues from our pharmazautertical decreased 16% compared
to 2011, reflecting the effect of volume reductiérmsn one long standing customer beginning in #oad quarter of 2012, and the loss of
another long standing customer in the third quart&012. Our high-tech vertical declined 9%, esmnting the largest dollar decrease from
the prior year. Our select vertical declined 128 aur financial vertical declined 3%. Our autorit®bnd consumer brands vertical remainec
consistent year over year.

Operating Expenses

Operating expenses decreased $23.6 million, or 42012 compared to 2011. Labor costs decreds&million, or 2.0%, primarily due to
reductions in headcount and temporary labor, deeckacentive compensation and decreased comnsssibbias a result of revenue
performance. Production and distribution costsetsed $19.5 million, or 10.2%, due to decreasésbarced costs resulting from decreased
outsourced volumes, decreased mail supply chats cesulting from decreased volumes, and decrdaasd costs due to costs recognized in
2011 to terminate a lease. General and administrakpense increased $1.2 million, or 2.5%, dimgmily to an increase in legal fees,
increased royalties and increased employee trawktraining, partially offset by decreased promotixpense and facilities costs. Deprecie
and intangible asset and software amortization esgécreased $0.5 million, or 3.1%, due to in@daspital expenditures in 2011.

Interest Expense

Year ended December 31, 2013 vs. Year ended Decedhb2012

Interest expense decreased $0.5 million, or 13i8%2013 compared to 2012, due to a lower intergst spread and a decreased debt balance
a result of scheduled principal payments on thelZ08rm Loan Facility.

Our debt at December 31, 2013 and 2012 is desciibdte C,Long-Term Debt in the Notes to Consolidated Financial Statements

Year ended December 31, 2012 vs. Year ended Decedhb2011

Interest expense increased $0.5 million, or 18.i8%012 compared to 2011, due to a higher inteegstspread as a result of the 2011 Term
Loan Facility, which replaced the 2006 Term Loagilg in August 2011. Interest Expense also imsed due to lower average balances anc
lower returns on
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invested cash and cash equivalents in 2012. Tmhisase was partially offset by lower average 8alances in 2012 due to the maturity and
$60.0 million payoff of the 2008 Term Loan in Margh2012.

Other Income and Expense

Year ended December 31, 2013 vs. Year ended DeceSthb2012

Other expense, net, declined 98.5% from $2.9 miliilo2012. This change was primarily due to a $6illon gain on the sale of our facility
Belgium in the first quarter of 2013, and a $1.1liovi change in net foreign currency transactiomgand losses.

Year ended December 31, 2012 vs. Year ended Decedhb2011

Other expense, net, was $2.9 million in 2012, 2 $@llion change from other income, net of $0.8limi in 2011. This change was primarily
due to a $2.3 million change in net foreign cursemansaction gains and losses.

Income Taxes

Year ended December 31, 2013 vs. Year ended Decedhb2012

Our income tax expense of $15.2 million for 2018uteed in an effective income tax rate of 38.3%en&iting our expense were various state-
enacted legislation changes to our effective stateme tax rates. The federal tax effected benétitese changes was $1.5 million.
Unfavorably impacting our expense was our limitatim using foreign tax credits to fully offset tiheremental tax resulting from dividends
paid by a foreign subsidiary to our U.S. operatiofie impact of this limitation was an increasexpense of $1.1 million. Excluding the
federal tax effected state tax benefit of enactgislation and the foreign tax credit limitatio®13 tax expense would have been $15.6 millior
with an effective tax rate of 39.4%. This compdrean income tax expense of $20.8 million for 2€& resulted in an effective income tax
rate of 37.0%. Our 2012 results reflect the bemdfa Florida Shoppers state net operating logggtetributed to continuing operations.
Excluding the benefit related to the Florida netmaing loss, 2012 tax expense would have bee$Rillion with an effective tax rate of
38.8%.

Year ended December 31, 2012 vs. Year ended Decesthb2011

Our income tax expense of $20.8 million for 201&utted in an effective income tax rate of 37.0%e Thcome tax expense for 2012 reflects
the January 1, 2012 net operating loss relateketé-torida Shoppers operations now attributed tbkaing utilized by continuing operations.
Excluding the benefit related to the Florida netmaing loss, 2012 tax expense would have bee$Rillion with an effective tax rate of
38.8%. This compares to an income tax expens@@bdmillion and an effective tax rate 38.6% fof 20

Income/Earnings Per Share from Continuing Operatiors

Year ended December 31, 2013 vs. Year ended Decesthb2012

We recorded income from continuing operations ef.42nillion and diluted earnings per share fromtoaring operations of $0.3%xcluding
the pretax impairment charge, income and dilutediegs per share from continuing operations in 2@b8Id have been $26.1 million and
$0.42, respectively. These results compare tonrecfsom continuing operations of $35.4 million atillited earnings per share from
continuing operations of $0.56 per share in 20IRe decrease in income from continuing operatiersluding the impairment charge, is
primarily a result of decreased operating incong general corporate expense.

Year ended December 31, 2012 vs. Year ended Dece3hp201IWe recorded income from continuing operations &.&3nillion and dilute
earnings per share from continuing operations d&@ 2012. These results compare to income frontinuing operations of $42.1 million
and
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diluted earnings per share from continuing operatiof $0.67 per share in 2011. The decrease amiedrom continuing operations is
primarily a result of decreased operating incometa®r expense, changes in net foreign currencga@ion gains and losses, and increased
general corporate expense.

Economic Climate and Impact on our Financial Staterents

As discussed above, we sold the assets of theo@aifShoppers operations on September 27, 20h8.blisiness and economic climate in
California had a negative impact on our Shoppepsrations and cash flows, and therefore, the castepds received at sale. The loss on sal
of these assets is reflected in the discontinuedadipns results throughout our financial stateimeirt addition, as a result of a significant
decrease in forecasted revenues, management cemhpleevaluation of the Aberdeen trade name irbéagsset as of September 30, 201:
discounted cash flow model was used to calculaédatin value of the Aberdeen trade name. The Sagmt assumptions used in this method
included the (i) revenue growth rates for the AleerdGroup, (ii) discount rate, (iii) tax rate ang (oyalty rate. Harte Hanks recorded a non-
cash trade name intangible asset impairment ctadr§2.8 million. The impairment charge is includedntangible impairment in the
Consolidated Statements of Comprehensive Incomssjlfor the year ended December 31, 2013.

Liguidity and Capital Resources

Sources and Uses of Cash

As of December 31, 2013, cash and cash equivaleaTes $88.7 million, increasing from $49.4 milliomm cash and cash equivalents at
December 31, 2012. This net decrease was a msut cash provided by operating activities of $5%illion and net cash provided by
investing activities of $10.4 million, offset byteash used in financing activities of $30.0 miilio

Operating Activities

Net cash provided by operating activities in 20&&wW59.6 million, compared to $76.4 million in 20Ithe $16.8 million yei-over-year
decrease was attributable to the changes withikingicapital assets and liabilities.

In 2013, our principal working capital changes, evhdirectly affected net cash provided by opera#iativities, were as follows:
* A decrease in accounts receivable attributabl®lleation of the December 31, 2012 receivables els as lower revenues in the
fourth quarter of 2013 compared to the fourth ceraoft 2012. Days sales outstanding were approeiyn&@®? days at December 31,
2013, which decreased from 74 days at Decembe&t(@D;

 Anincrease in inventory due to purchasing andihgltiigher levels of print material inventory inrcent periods in advance of
increases in print material prices;

* Anincrease in prepaid expenses and other curssetadue to timing of payments;

e Adecrease in accounts payable due to lower overadluction and distribution expense in the fogularter of 2013 than in the fou
quarter of 2012;

* Anincrease in accrued payroll and related expedsedo higher severance expenses accrued at Dec@&hj2013 than at
December 31, 2012;

* Anincrease in customer postage and program depisit to the timing of customer deposits;
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* Anincrease in income taxes payable due to overpayworf estimated taxes payments in 2012 that ddown the liability in that
year. The overpayment was the result of the losthe sale of Florida Shoppers operations at tdeof2012; and,

* Andecrease in cash provided by discontinued opsrasult of the sale of Shoppers.
Investing Activities

Net cash provided by investing activities was $Ifilion in 2013, compared to net cash used in $ting activities of $13.3 million in 201z
The $23.7 million increase is primarily the resafithe $22.5 million proceeds from the sale of Sierp in 2013.

Financing Activities

Net cash used in financing activities was $30.0ionilin 2013 compared to $99.8 million in 2012. eT$69.8 million decrease is attributable
$56.9 million in lower net debt repayments in 2@18n in 2012. The additional dividend in the fougtharter of 2012 also contributed to this
decrease.

Credit Facilities

On March 7, 2008, we entered into a four-year $hilllon term loan facility (2008 Term Loan Faciljtyith Wells Fargo Bank, N.A., as
Administrative Agent. The 2008 Term Loan Facilittured on March 7, 2012, at which time we paidrémeaining outstanding principal of
$60.0 million using cash on hand.

On August 12, 2010, we entered into a three-ye@mfiflion revolving credit facility (2010 RevolvinGredit Facility) with Bank of America,
N.A., as Administrative Agent. The 2010 Revolvi@gedit Facility matured on August 12, 20:

On August 16, 2011, we entered into a five-year2@ illion term loan facility (2011 Term Loan Figi) with Bank of America, N.A., as
Administrative Agent. The 2011 Term Loan Facilittures on August 16, 2016. For each borrowingeutite 2011 Term Loan Facility, we
can generally choose to have the interest ratth&drborrowing calculated based on either (i) tH@QR rate (as defined in the 2011 Term L«
Facility) for the applicable interest period, plauspread (ranging from 2.00% to 2.75% per annursgdan our total net funded debt-to-
EBITDA ratio (as defined in the 2011 Term Loan Hiaithen in effect; or (ii) the highest of (a)g¢gent’s prime rate, (b) the BBA daily
floating rate LIBOR, as determined by Agent forlsaate, plus 1.00%, and (c) the Federal Funds ftase0.50%, plus a spread (ranging from
1.00% to 1.75% per annum) based on our total metefd debt-to-EBITDA ratio then in effect. We magae to prepay the 2011 Term Loan
Facility at any time without incurring any prepaymeenalties. At December 31, 2013, we had $98libmoutstanding under the 2011 Term
Loan Facility.

On August 8, 2013, we entered into a three-yeam®8idn revolving credit facility, a $25 milliorettter of credit sub-facility and a $5 million
swing line loan sub-facility (2013 Revolving Cre##cility) by amending and restating the 2010 Rengl Credit Facility agreements. The
2013 Revolving Credit Facility permits us to requgs to a $15 million increase in the total amoointhe facility, and matures on August 16,
2016. The 2013 Revolving Credit Facility replates 2010 Revolving Credit Facility, under which kKaHanks had no borrowings as of
August 8, 2013, except for letters of credit tatglapproximately $9.5 million. For each borrowunrgder the 2013 Revolving Credit Facility,
we can generally choose to have the interest oaténét borrowing calculated on either (i) the Eloltar rate for the applicable interest period
plus a spread which is determined based on ourrtetalebt-to-EBITDA ratio then in effect, whichnges from 2.25% to 3.00% per annum; or
(ii) the highest of (a) the Agent’s prime rate, (h¢ Federal Funds Rate plus 0.50% per annum,u@dsllar rate plus 1.00% per annum, plus
spread which is determined based on our total tieBBITDA ratio then in effect, which spread randiesn 1.25% to 2% per annum. We are
also required to pay a quarterly
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commitment fee under the 2013 Revolving Credit lkgciThe rate of which is applied to the amountiakto the difference of the total
commitment amount under the 2013 Revolving Creddilify less the aggregate amount of outstandidigations under such facility. The
commitment fee rate ranges from 0.50% to 0.55%apaum, depending on our total net debt-to-EBITD#orthen in effect. In addition, we
pay a letter of credit fee with respect to outstagdetters of credit. That fee is calculated pplging a rate equal to the spread applicable to
Eurodollar based loans plus a fronting fee of 0%2fr annum to the average daily undrawn amoutiteobutstanding letters of credit. We
may elect to prepay the 2013 Revolving Credit Rgdit any time without incurring any prepaymenhakies.

Under all of our credit facilities we are requitedmaintain an interest coverage ratio of not thas 2.75 to 1 and a total debt-to-EBITDA ratio
of not more than 2.25 to 1. The credit facilittdso contain customary covenants restricting odraur subsidiaries’ ability to:

« authorize distributions, dividends, stock redenmiand repurchases if a payment event of defasllobeurred and is continuing;
e enter into certain merger or liquidation transatsio

e grantliens;

*  enter into certain sale and leaseback transactions;

» have foreign subsidiaries account for more than 86%e consolidated revenue, or 20% of the asdfdttarte Hanks and its
subsidiaries, in the aggregate;

. enter into certain transactions with affiliatesgan

. allow the total indebtedness of Harte Hanks’ subsigs to exceed $20.0 million.

The credit facilities each also include customaryanants regarding reporting obligations, delivafrpotices regarding certain events,
maintaining our corporate existence, payment afakbns, maintenance of our properties and insgdhereon at customary levels with
financially sound and reputable insurance companie@éntaining books and records and compliance agiplicable laws. The credit facilities
each also provide for customary events of defagluding nonpayment of principal or interest, breatrepresentations and warranties,
violations of covenants, failure to pay certainestimdebtedness, bankruptcy and material judgneerddiabilities, certain violations of
environmental laws or ERISA or the occurrence ohange of control. Our material domestic subsig$aihave guaranteed the performance o
Harte Hanks under our credit facilities. As of Petber 31, 2013, we were in compliance with allhaf tovenants of our credit facilities.

Contractual Obligations

Contractual obligations at December 31, 2013 arfelkmsvs:

In thousands Total 2014 2015 2016 2017 2018 Thereafter
Debt $ 98,000 $ 1531: $ 1837 $ 6431 $ 0 % 0 3 0]
Interest on dek(1) 4,54 2,04t 1,66¢€ 83¢ 0 0 0
Operating lease 38,92: 13,51 8,87: 5,65k 4,45 3,22( 3,20¢
Capital lease 461 257 97 61 32 14 0
Deferred compensation liabili 2,16: 1,811 351 0 0 0 0
Unfunded pension plan benefit

payments 16,30: 1,572 1,53¢ 1,53( 1,601 1,59: 8,47:
Other lon¢-term obligations 791 64€ 81 64 0 0 0

Total contractual cash obligatio $ 161,18 $ 3515 $ 3097¢ $ 7245 $ 6,088 $ 4827 $ 11,68:

(1) Future interest amounts were estimated using tloem@ber 31, 2013 effective rate on our outstandatg df 2.17%.

At December 31, 2013, we had total letters of ¢nedihe amount of $7.7 million. No amounts weravdn against these letters of credit at
December 31, 2013. These letters of credit remawally
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and exist to support insurance programs relatingaxkers’ compensation, automobile and generalliigb We had no other off-balance sheet
arrangements at December 31, 2013.

Dividends

We paid a quarterly dividend of 8.5 cents per sirmeach of the last three quarters of 2013. We fveo 8.5 cents per share dividends in the
fourth quarter of 2012, the second of which was@-time acceleration of the regular quarterly dévid we would have ordinarily paid in the
first quarter of 2013. We currently plan to paguarterly dividend of 8.5 cents per share in eadrtgr of 2014, although any actual dividend
declaration can be made only upon, and subjeaipjoroval of our Board of Directors, based on itsibess judgment. Except for the one-time
acceleration of the first quarter 2013 dividend,ha®e paid consecutive quarterly dividends sinedfitist quarter of 1995.

Share Repurchase

During 2013, we repurchased 0.2 million sharesusfammmon stock for $1.7 million under our stocgurhase program that was publicly
announced in August 2012. Under this program aar8 of Directors has authorized us to spend §1@0 million to repurchase shares of
our outstanding common stock. At December 31, 2@/&3had authorization to spend $3.9 million tourepase additional shares under this
program. From 1997 through December 2013, we bapported our stockholders by spending more thad lillion to repurchase 65.8
million shares under this program and previouslycamced programs.

Outlook

We consider such factors as total cash and cashadepts, current assets, current liabilities, ltdibt, revenues, operating income, cash flows
from operations, investing activities and financawgivities when assessing our liquidity. Our mmnsources of liquidity have been cash and
cash equivalents on hand and cash generated freratopy activities. Our management of cash isgiesi to optimize returns on cash
balances and to ensure that it is readily availabhaeet our operating, investing and financingunegments as they arise. Capital resources a
also available from and provided through our 20&8dRving Credit Facility, subject to the terms ammhditions of that facility.

The amount of cash on hand and borrowings availadidier our 2013 Revolving Credit Facility are imfhced by a number of factors, includ
fluctuations in our operating results, revenue dlmwaccounts receivable collections, working cdgitenges, capital expenditures, tax
payments, share repurchases, pension plan comrisyticquisitions and dividends.

As of December 31, 2013, we had $72.5 million afsed borrowing capacity under our 2013 Revolvingd@rFacility (which matures on
August 16, 2016) and a cash balance of $88.7 milliBased on our current operational plans, weebelthat our cash on hand, cash provided
by operating activities, and availability under #@13 Revolving Credit Facility will be sufficiett fund operations, anticipated capital
expenditures, payments of principal and interesbumborrowings, dividends on our common stock pawsion contributions for the next 12
months. Nevertheless, we cannot predict the impactur business performance of the economic céirimathe U.S. and other economies in
which we operate. A lasting economic recessiainénU.S. and other economies could have a matefiadrse effect on our business, financia
position or operating results.

Critical Accounting Policies

Critical accounting policies are defined as thde,tin our judgment, are most important to theragal of our company’s financial condition
and results of operations and which require comptesubjective judgments or estimates. The ate#sie believe involve the most signific
management estimates and assumptions are detaltadl. lActual results could differ materially
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from those estimates under different assumptiodscanditions. Historically, actual results have diftered significantly from our estimates.
Revenue Recognition

We recognize revenue when all of the followingeria are satisfied: (i) persuasive evidence ddiraangement exists; (ii) the price is fixed or
determinable; (iii) collectability is reasonablysased; and (iv) the service has been performebleptoduct has been delivered.

Payments received in advance of the performansereices or delivery of the product are recordededsrred revenue until such time as the
services are performed or the product is delivered.

Our accounting policy for revenue recognition hasmapact on our reported results and relies oragedstimates that require judgments on th
part of management. The portion of our revenueith@ost subject to estimates and judgments isme® recognized using the proportional
performance method, as discussed below.

Revenue is derived from a variety of services anodycts, and may be billed at hourly rates, montatgs or a fixed price. For all sales, we
require either a purchase order, a statement df signed by the client, a written contract, or sastteer form of written authorization from the
client.

Revenue from agency and creative services, analervices and market research is typically bibaded on time and materials or at a fixed
price. If billed at a fixed price, revenue is rgnzed on a proportional performance basis asé¢hgces specified in the arrangement are
performed. In most cases, proportional performastased on the ratio of direct costs incurretbtal estimated costs where the costs
incurred, primarily labor hours and outsourced is&s; represent a reasonable surrogate for outpasumes or contract performance. For fi
fee market research revenue streams, revenueogitieed in proportion to the value of service pded based on output criteria.

Revenue from email marketing, social media marketind other digital solutions is recognized asnbek is performed. Revenue from these
services is typically based on a fixed price oe git/en to the client.

Revenue associated with new marketing databasgshisideferred until complete or until client adegge. Upon completion or acceptance,
revenue and direct build costs are then recogrozedthe term of the related arrangement as theécesrare provided. Revenue from databas
and website hosting services is recognized rataidy the contractual hosting period. Pricing fatathase builds are typically based on a fixec
price and hosting fees are typically based onedfgrice per month or per contract.

Revenue from technology database subscriptionasedon a fixed price and is recognized ratably theeterm of the subscription. Revenue
from stand-alone technology data sales is recodraz¢he time of delivery.

Revenue from services such as data processingingripersonalization of communication pieces usasgr and inkjet printing, targeted mail,
and transportation logistics is recognized as thekus performed. Revenue from these servicegiisally based on a fixed price or rate given
to the client. Postage costs of mailings in oveatimail business are borne by our clients andharelirectly reflected in our revenues or
expenses.
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Revenue related to fulfillment and contact centieiduding inbound and outbound calling and emaihagement, is also typically based on a
fixed price per transaction or service provided&v@&ue from these services is recognized as thieseanr activity is performed.

Revenue from software arrangements involving migtgdements is allocated to each element baseldeovneindor-specific objective evidence
of fair values of the respective elements. Fotvgafe sales with multiple elements (for exampldtvgare licenses with undelivered post-
contract customer support or “PCS”), we allocateeneie to each component of the arrangement usingetidual value method based on the
fair value of the undelivered elements. This meaasiefer revenue from the software sale equdldddir value of the undelivered elements.
The fair value of PCS is based upon separate shlesiewals to other clients. The fair value af/&®s, such as training and consulting, is
based upon separate sales of these services tochémgs.

The revenue allocated to PCS is recognized rataldy the term of the support period. Revenue atixtto professional services is recogn
as the services are performed. The revenue adiddatsoftware products, including time-based saftwicenses, is recognized, if collection is
probable, upon execution of a licensing agreemedhtshipment of the software or ratably over thetef the license, depending on the
structure and terms of the arrangement. If trenbing agreement is for a term of one year ordadgsincludes PCS, we recognize the software
and the PCS revenue ratably over the term of temdie.

For certain non-software arrangements, we enterdohtracts that include delivery of a combinatiditwo or more of our service offerings.
Such arrangements are divided into separate unétsocounting, provided that the delivered elemérités stand-alone value and objective and
reliable evidence of the fair value of the undealadceelement(s) exist(s).

When we are able to unbundle the arrangement @garate units of accounting, revenue from eachiceeis recognized separately, and in
accordance with our revenue recognition policygfach element. If we are unable to unbundle thengement into separate units of
accounting, we apply one of the revenue recognijtmities to the entire arrangement. This mightagtghe timing of revenue recognition, but
would not change the total revenue recognized tteerarrangement.

Taxes collected from customers and remitted to gowental authorities are not reflected in our rexenor expenses.
Allowance for Doubtful Accounts

We maintain our allowance for doubtful accounta dlance adequate to reduce accounts receivatile tomount of cash expected to be
realized upon collection. The methodology usedei@rmine the minimum allowance balance is baseslioprior collection experience and is
generally related to the accounts receivable balamearious aging categories. The balance isiafigenced by specific clients’ financial
strength and circumstance. Accounts that are mi@ted to be uncollectible are written off in theipd in which they are determined to be
uncollectible. Periodic changes to the allowaraiatce are recorded as increases or decreases delbaexpense, which is included in the
“Advertising, selling, general and administratiigife of our Consolidated Statements of Comprehensicome (Loss). We recorded bad deb
expense of $0.0 million, $0.7 million and $0.5 ioitl for the years ended December 31, 2013, 20128hd, respectively. At December 31,
2013 and 2012, our allowance for doubtful accowrgs $1.7 million and $2.8 million, respectively.hil¢ we believe our reserve estimate to
be appropriate, we may find it necessary to adhesallowance for doubtful accounts if future bathidexpense exceeds the estimated reserve
Given the significance of accounts receivable sdbnsolidated financial statements, the deterimoimaif net realizable values is considered tc
be a critical accounting estimate.
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Reserve for Healthcare, Workers’ Compensation, Autmobile and General Liability

We are self-insured for our workers’ compensatartpmobile, general liability and a portion of tnealthcare insurance. We make various
subjective judgments about a number of factorsibeminining our reserve for healthcare, workers’ pensation, automobile and general
liability insurance, and the related expense. @agductible for individual healthcare claims is $thilion. Our deductible for workers’
compensation is $0.5 million. We have a $0.3 orilldeductible for automobile and general liabititgims. Our insurance administrator
provides us with estimated loss reserves, based itgpexperience dealing with similar types of mlaj as well as amounts paid to date agains
these claims. We apply actuarial factors to boluiance estimated loss reserves and to paid ctaichthen determine reserve levels, taking
into account these calculations. At December B132and 2012, our reserve for healthcare, worlemsipensation, automobile and general
liability was $12.8 million and $11.4 million, resgtively. If ultimate losses were 10% higher tloam estimate at December 31, 2013, net
income would be impacted by approximately $0.5iomill net of taxes. The amount that earnings wbelimpacted is dependent on the claim
year and our deductible levels for that plan y&eriodic changes to the reserve for wor compensation, automobile and general liability
recorded as increases or decreases to insuraneasexpvhich is included in the “Advertising, salligeneral and administrative” line of our
Consolidated Statements of Comprehensive IncomssjLdPeriodic changes to the reserve for heakthmar recorded as increases or decreas
to employee benefits expense, which is includetién‘Labor” line of our Consolidated Statementaimprehensive Income (LosS).

Goodwill and Other Intangible Assets

Goodwill is recorded to the extent that the pureharice of an acquisition exceeds the fair valuthefidentifiable net assets acquired. Other
intangibles with definite and indefinite usefuldirare recorded at fair value at the date of thaisition. We assess the impairment of our
goodwill and other intangible assets by determiriregfair value of each of our reporting units andhparing the fair value to the carrying
value for each reporting unit. Determining faituarequires the exercise of significant judgmeimsluding judgments about appropriate
discount rates, the amount and timing of expeat&aré cash flows, and perpetual growth rates.

As a result of a significant decrease in forecast@dnues and an overall strategic assessment oéldited operations, management complete:
an evaluation of the Aberdeen trade name as oe8uyr 30, 2013. A discounted cash flow model vezsido calculate the fair value of the
Aberdeen trade name. The significant assumptisad in this method included the (i) revenue gromaites for Aberdeen, (ii) discount rate,
(iii) tax rate and (iv) royalty rate. These asstions are considered Level 3 inputs under theviaue hierarchy established by FASB ASC
820, Fair Value Measurements and Disclosureslarte Hanks recorded a non-cash trade namegibiarasset impairment charge of $2.8
million. The impairment charge is included in Inmp@ent of other intangible assets in the Consodidégtatements of Comprehensive Income
(Loss) in the third quarter of 2013.

We performed our annual goodwill impairment testsgof November 30, 2013. In 2013, overall failueavas compared to overall market
capitalization. In addition, and consistent withopperiods, fair value was determined using aalis¢ed cash flow model and a cash flow
multiple model. Based on the results of our Noven3e 2013 impairment tests, we did not record aagitional impairment losses in 2013
related to goodwill and other intangible assetse dl not record an impairment loss related to galbfor our continuing operations in 2012
or 2011.

The Company continues to monitor potential trigggmevents, including changes in the business ddinmaivhich it operates, attrition of key
personnel, the current volatility in the capitalrkeds, the
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Company’s market capitalization compared to itskoemlue, the Company’s recent operating performaacd the Company’s financial
projections. The occurrence of one or more triggeevents could require additional impairmentitggtwhich could result in additional
impairment charges.

A summary of the critical assumptions utilized éarr impairment testing in 2013 are outlined abdVe. believe this information, coupled with
our sensitivity analysis, provide relevant inforinatto understand our goodwill impairment testimgl @valuate our goodwill balances.

For the annual goodwill impairment tests perforrimed013, we did not significantly change the methlody used in 2012 to determine the
value of our reporting units. We made change®ttam assumptions utilized in the models for 26@thpared with the prior year due to the
applicable economic environments, affecting ouriress.

Sensitivity Analysis

The following is a sensitivity analysis on the imapaf changes in certain assumptions to our ovewaltlusion concerning impairment of our
goodwill balances.

The estimated fair value of our reporting unit wagificantly above its carrying value.

In order to analyze the sensitivity of our assuonion the results of our intangible assets impaitrassessment, we determined the impact
that a hypothetical 15% reduction in fair value Vdoliave on our conclusions. A 15% decline in f@ilue would not result in the reporting
unit’s carrying value to be in excess of its faatue.

The determination of the recoverability of goodwéhuires significant judgment and estimates reggrfiiture cash flows and fair values.
These estimates are subject to change and couilt irgmpairment losses being recognized in thearel If different reporting units or
different valuation methodologies had been usedjrtipairment test results could have differed.

Stock-based Compensation

Stock-based compensation cost is measured atdhe dpite based on the fair value of the award sineciognized as expense over the requisit
service period. Determining the fair value of gdaased awards requires judgment, including in somsesestimating expected term, volat
and dividend yield. In addition, judgment is regdiin estimating the amount of stock-based awtdratsare expected to be forfeited. If actual
results differ significantly from some of theseimsites, stock-based compensation expense andsultsref operations could be materially
impacted. For the years ended December 31, 2012, &nd 2011, we recorded total stock-based corafiensexpense of $5.6 million, $3.2
million and $3.5 million, respectively.

Recent Accounting Pronouncements

As discussed in Note A of the Notes to Consolid&ieéncial Statements, certain new financial actingrpronouncements have been issued
which either have already been reflected in th@mpanying consolidated financial statements, drlweitome effective for our financial
statements at various dates in the future. Thetamits of these new accounting pronouncements halvand are not expected to have a
material effect on our consolidated financial staats.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

Market risk includes the risk of loss arising framiverse changes in market rates and prices. Veéariacket risks related to interest rate

variations and to foreign exchange rate variatidiiam time to time, we may utilize derivative firddal instruments to manage our exposure t
such risks.
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We are exposed to market risk for changes in isteades related to our credit facilities. Oumérsgs are affected by changes in short-term
interest rates as a result of our credit faciljtighich bear interest at variable rates based &OR rates (effective 30 day LIBOR rate of 0.1
at December 31, 2013). The five-year 2011 TermrmUeacility has a maturity date of August 16, 20286.December 31, 2013, our debt
balance related to the 2011 Term Loan Facility $2&.0 million. The three-year $80 million 2013 Rkexng Credit Facility has a maturity
date of August 16, 2016. At December 31, 2013didenot have any debt outstanding under the 201®IRieg Credit Facility.

Assuming the actual level of borrowings through®@t3, and assuming a one percentage point charige average interest rates, we estimat
that our net income for 2013 would have changedgproximately $0.6 million. Due to our overall tédvel and cash balance at

December 31, 2013, anticipated cash flows from atpmrs, and the various financial alternatives latée to us should there be an adverse
change in interest rates, we do not believe thatwreently have significant exposure to marketsiaksociated with changing interest rates. A
this time we are entered into any interest ratepsavaother derivative instruments to hedge theot$fef adverse fluctuations in interest rates.

Our earnings are also affected by fluctuation®meifn currency exchange rates as a result of perations in foreign countries. Our primary
exchange rate exposure is to the Euro, British gaterling, Australian dollar and Philippine pes/e monitor these risks throughout the
normal course of business. The majority of thadaations of our U.S. and foreign operations ar®adenated in the respective local
currencies. Changes in exchange rates relatéese types of transactions are reflected in thécaiyte line items making up operating
income in our Consolidated Statements of Comprahemscome (Loss). Due to the current level ofragiens conducted in foreign
currencies, we do not believe that the impactwidttiations in foreign currency exchange rates esghypes of transactions is significant to
overall annual earnings. A smaller portion of transactions are denominated in currencies otlagr thhe respective local currencies. For
example, intercompany transactions that are exgdotbe settled in the near-term are denominatétl$h dollars. Since the accounting
records of our foreign operations are kept in #pective local currency, any transactions denamidhiaa other currencies are accounted for in
the respective local currency at the time of thegaction. Any foreign currency gain or loss frihrase transactions, whether realized or
unrealized, results in an adjustment to incomecivig recorded in “Other, net” in our Consolidagtdtements of Comprehensive Income
(Loss). Transactions such as these amounted &on$ilion in pre-tax currency transaction losse2@13. At this time we are not entered into
any foreign currency forward exchange contractstioer derivative instruments to hedge the effetedwerse fluctuations in foreign currency
exchange rates.

We do not enter into derivative instruments for aaypose other than cash flow hedging. We do net@date using derivative instruments.
ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

The Financial Statements required to be presemtddrdtem 8 are presented in the Consolidated EinbhStatements and the notes thereto
beginning at page F-1 of this Form 10-K (FinanS8t&ltements).

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACC OUNTANTS ON A CCOUNTING AND FINANCIAL
DISCLOSURE

None.
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ITEM 9A. CONTROLS AND PROCEDURES

As of the end of the period covered by this repamtevaluation was carried out under the superviaia with the participation of our
management, including our Chief Executive Offigghjef Financial Officer and Chief Accounting Officef the effectiveness of the design
and operation of our disclosure controls and procesi(as defined in Rule 13a-15(e) under the 198% At should be noted that, because of
inherent limitations, our disclosure controls amdogdures, however well designed and operatedpimaside only reasonable, and not absolute
assurance that the objectives of the disclosur&a@srand procedures are met. Based upon thah@iah, the Chief Executive Officer, Chief
Financial Officer and Chief Accounting Officer cdmded that the design and operation of these disoéocontrols and procedures were
effective, at the “reasonable assurance” levetngure information required to be disclosed bynubé reports that we file or submit under the
1934 Act is recorded, processed, summarized arattezgbwithin the time periods specified in the Sk@s and forms.

As of the end of the period covered by this repamtevaluation was carried out under the superviaia with the participation of our
management, including our Chief Executive Offic@njef Financial Officer and Chief Accounting Offic®f our internal control over financi
reporting to determine whether any changes occulueithg the fourth quarter of 2013 that have matlriaffected, or are reasonably likely to
materially affect, our internal control over fingalareporting. Based on that evaluation, thereewer changes in our internal control over
financial reporting or in other factors that havaterially affected or are reasonably likely to miaéy affect our internal control over financial
reporting. We may make changes in our internalrebprocesses from time to time in the future hidsld also be noted that, because of
inherent limitations, internal control over finaatreporting may not prevent or detect misstatementd controls may become inadequate
because of changes in conditions or in the dedreeropliance with the policies or procedures.

Management's Report on Internal Control Over FinalriReporting and the Report of Independent Regidt®ublic Accounting Firm on the
Consolidated Financial Statements and Internal ©bGtver Financial Reporting are set forth in then€olidated Financial Statements
beginning on page F-1.
ITEM 9B. OTHER INFORMATION
None.

PART III
Some of the information required by Items 10 thiodg of this Part lll is incorporated by refererficam our definitive proxy statement to be
filed for our 2014 annual meeting of stockhold@81(4 Proxy Statement), as indicated below. OuAZbxy Statement will be filed with the
SEC not later than 120 days after December 31,.28E8ause the 2014 Proxy Statement has not yatfbedized and filed, there may be
certain discrepancies between the currently amtiegbsection headings specified below and the §ieetion headings contained in the 2014
Proxy Statement.
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ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNA NCE
Directors and Executive Officers

The information required by this item regarding directors and executive officers will be set fartrour 2014 Proxy Statement under the
caption “Directors and Executive Officers”, whigtformation is incorporated herein by reference.

Section 16(a) Compliance

The information to appear in our 2014 Proxy Statenu@der the caption “General Information - Sectiéfa) Beneficial Ownership Reporting
Compliance” is incorporated herein by reference.

Code of Ethics and Other Governance Information

The information required by this item regarding $igplemental Code of Ethics for our Senior Finain@ifficers (Code of Ethics), audit
committee financial experts, audit committee merslaerd procedures for stockholder recommendationsminees to our Board of Directors
will be set forth in our 2014 Proxy Statement untther caption “Corporate Governance”, which inforimais incorporated herein by reference.

Our Code of Ethics may be found on our websitevaiv. HarteHanks.coray clicking on the link “Who We Are” and then thaK “Corporate
Governance,” and a copy of our Code of Ethicsse alvailable in print, without charge, upon writtequest to Harte Hanks, Inc., Attn:
Corporate Secretary, 9601 McAllister Freeway, S@it@, San Antonio, Texas 78216. In accordance thétrules of the NYSE and the SEC,
we currently intend to disclose any future amendmemour Code of Ethics, or waivers from our Cotl&thics for our Chief Executive
Officer, Chief Financial Officer and Chief Accoumg Officer, by posting such information on our wigh$www.HarteHanks.commwithin the
time period required by applicable SEC and NYSEsuI

Management Certifications

In accordance with the Sarbanes-Oxley Act of 2082 BEC rules thereunder, our Chief Executive Offased Chief Financial Officer have
signed certifications under Sarbanes-Oxley Se@{iy which have been filed as exhibits to this F&O¥K. In addition, our Chief Executive
Officer submitted his most recent annual certifaato the NYSE under Section 303A.12(a) of the MYSting standards on June 28, 2013.
ITEM 11. EXECUTIVE COMPENSATION

The information required by this item regarding toenpensation of our “named executive officers” dirdctors and other required
information will be set forth in our 2014 Proxy &aent under the captions “Executive Compensatiang’“Director Compensation,” which
information is incorporated herein by referencead¢nordance with the rules of the SEC, informat@mhe contained in the 2014 Proxy
Statement under the caption “Compensation ComniRegmort” is not deemed to be “filed” with the SECsabject to the liabilities of the 1934
Act.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFIC IAL OWNERS AN D MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

Beneficial Ownership Tables

The information required by this item regardinguség ownership of certain beneficial owners, magragnt and directors will be set forth in
our 2014 Proxy Statement under the caption “Sec@ivnership of Management and Principal Stockhaldevhich information is
incorporated herein by reference.

Equity Compensation Plan Information

The information required by this item regardingwé@es authorized for issuance under equity corsptan plans will be set forth in our 2014
Proxy Statement under the caption “Executive
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Compensation - Equity Compensation Plan Informatib¥ear-End 2013,” which information is incorp@atherein by reference.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE

Transactions with Related Persons

The information required by this item regardinghgactions with related persons, including our pedi@nd procedures for the review, approve
or ratification of related person transactions tratrequired to be disclosed under the SEC’s arldsregulations, will be set forth in our 2014
Proxy Statement under the caption “Corporate Gamese - Certain Relationships and Related Transastivhich information is incorporate
herein by reference.

Director Independence

The information required by this item regardingedior independence will be set forth in our 201dxiPrStatement under the caption
“Corporate Governance—Independence of Directorjttwvinformation is incorporated herein by refer@nc

ITEM 14, PRINCIPAL ACCOUNTANT FEES AND SERVICES
The information required by this item regarding ¢helit committee’s pre-approval policies and prared and the disclosures of fees billed by
our principal independent auditor will be set farttour 2014 Proxy Statement under the captidadit Committee and Independent Registe
Public Accounting Firm,” which information is inquorated herein by reference.

PART IV
ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

15(a)(1) Financial Statements

The financial statements filed as part of this repad referenced in Item 8 are presented in thesGlaated Financial
Statements and the notes thereto beginning atfpdgef this Form 10-K (Financial Statements).

15(a)(2) Financial Statement Schedules
All schedules for which provision is made in thelgable rules and regulations of the SEC have loseitted as the
schedules are not required under the related oti&ins, are not applicable, or the information ieegithereby is set forth in
the Consolidated Financial Statements or notegtiber

15(a)(3) Exhibits

The Exhibit Index following the Notes to ConsoliddtFinancial Statements in this Form 10-K listseRkibits that are filed
or furnished, as applicable, as part of this FoakK1
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, Harte Haikc. has duly caused this
report to be signed on its behalf by the undersigtteereunto duly authorized.

HARTE-HANKS, INC.

By: /s/ Robert A. Philpot

Robert A. Philpot

President and Chief Executive Offic

Date: March 11, 201

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bélpthe following persons on
behalf of the registrant and in the capacities@mthe dates indicated.

/s/ Robert A. Philpot

/s/ Douglas C. Shepa

Robert A. Philpot
Director; President an
Chief Executive Office
Date: March 11, 201

/sl Carlos M. Alvaradi

Douglas C. Shepat
Executive Vice President ai
Chief Financial Office
Date: March 11, 201

/sl Christopher M. Hart

Carlos M. Alvaradc

Vice President, Finance a
Corporate Controlle

Date: March 11, 201

/sl Stephen E. Carle

Christopher M. Harte, Chairm
Date: March 11, 201

s/ Scott C. Key

Stephen E. Carley, Direct
Date: March 11, 201

/s/ David L. Copelan

Scott C. Key, Directo
Date: March 11, 201

/s/ Judy C. Odor

David L. Copeland, Directc
Date: March 11, 201

/s/ William F. Farley

Judy C. Odom, Directc
Date: March 11, 201

/s! Karen A. Pucke

William F. Farley, Directo
Date: March 11, 201
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Report of Independent Registered Public Accourféinm

The Board of Directors and Stockholders
Harte-Hanks, Inc.:

We have audited the accompanying consolidated balsineets of Harte-Hanks, Inc. and subsidiaries@dmpany) as of December 31, 2013
and 2012, and the related consolidated stateméntsmprehensive income (loss), changes in equitgt,cash flows for each of the years in the
three-year period ended December 31, 2013. Wehalge audited the Company’s internal control ovearicial reporting as of December 31,
2013, based on criteria establishedniternal Control — Integrated Framework (1992%sued by the Committee of Sponsoring Organimatio
of the Treadway Commission. The Company’s manageimeasponsible for these consolidated finandetiesents, for maintaining effective
internal control over financial reporting, and farassessment of the effectiveness of internakabaver financial reporting, included in the
accompanying Management's Report on Internal Cootrer Financial Reporting.

Our responsibility is to express an opinion on ¢hesnsolidated financial statements and an opioiothe Company'’s internal control over
financial reporting based on our audits. We corellictur audits in accordance with the standardseoPublic Company Accounting Oversight
Board (United States). Those standards requireatbailan and perform the audits to obtain reas@nassurance about whether the financial
statements are free of material misstatement amdh&h effective internal control over financial ogfing was maintained in all material
respects. Our audit of the consolidated finandatlesnents included examining, on a test basisgeeie supporting the amounts and disclosure
in the financial statements, assessing the acamuptinciples used and significant estimates mad@énagement, and evaluating the overall
financial statement presentation. Our audit ofrimecontrol over financial reporting included adbtag an understanding of internal control
over financial reporting, assessing the risk thatagerial weakness exists, and testing and evafy#tie design and operating effectiveness of
internal control based on the assessed risk. Qditsaaiso included performing such other procedasewe considered necessary in the
circumstances. We believe that our audits provitEaaonable basis for our opinions.

A company’s internal control over financial repodiis a process designed to provide reasonableaassuregarding the reliability of financial
reporting and the preparation of financial statetsiéor external purposes in accordance with gelyesatepted accounting principles. A
company’s internal control over financial reportingludes those policies and procedures that (&ajmeto the maintenance of records that, in
reasonable detail, accurately and fairly refleettiansactions and dispositions of the assetseofdmpany; (2) provide reasonable assurance
that transactions are recorded as necessary tatgeaparation of financial statements in accor@anwith generally accepted accounting
principles, and that receipts and expenditureh®tbmpany are being made only in accordance witioaizations of management and
directors of the company; and (3) provide reasanabsurance regarding prevention or timely detecfainauthorized acquisition, use, or
disposition of the company’s assets that could lzanweterial effect on the financial statements.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or @¢tmisstatements. Also, projections of any
evaluation of effectiveness to future periods atgexct to the risk that controls may become inadégjbecause of changes in conditions, or
the degree of compliance with the policies or pdoces may deteriorate.

In our opinion, the consolidated financial stateteerferred to above present fairly, in all materégpects, the financial position of Harte-
Hanks, Inc. and subsidiaries as of December 313 208 2012, and the results of their operationstlagid cash flows for each of the years in
the three-year period ended December 31, 2013yrifoomity with U.S. generally accepted accountinipgiples. Also in our opinion, Harte-
Hanks, Inc. maintained, in all material respedfgative internal control over financial reportiag of December 31, 2013, based on criteria
established imnternal Control — Integrated Framework (1994%sued by the Committee of Sponsoring Organinataf the Treadway
Commission.

/s KPMG LLP
San Antonio, Texa
March 11, 201«
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Management’s Report on Internal Control Over FiariReporting

We are responsible for the preparation and integfithe consolidated financial statements appgarirour Annual Report. The consolidated
financial statements were prepared in conformithwl.S. generally accepted accounting principlesiaolude amounts based on
management’s estimates and judgments. All otinantial information in this report has been presgiin a basis consistent with the
information included in the consolidated finanatdtements.

We are also responsible for establishing and miaingradequate internal control over financial rejpg. We maintain a system of internal
control that is designed to provide reasonablerasse as to the fair and reliable preparation ardgntation of the consolidated financial
statements, as well as to safeguard assets froothoraed use or disposition.

Our control environment is the foundation for opystem of internal control over financial reportinky.sets the tone of our organization and
includes factors such as integrity and ethical @sluOur internal control over financial reportisgupported by formal policies and procedure:
that are reviewed, modified and improved as changesr in business conditions and operations.

The Audit Committee of the Board of Directors, whis composed solely of outside directors, meet®gieally with members of
management, the internal auditors and the indeperadelitors to review and discuss internal contowisr financial reporting and accounting
and financial reporting matters. Our independegtstered public accounting firm and internal aoditreport to the Audit Committee and
accordingly have full and free access to the AGdinmittee at any time.

We conducted an evaluation of the effectivenesmointernal control over financial reporting basedcriteria established internal Control

— Integrated Frameworlssued by the Committee of Sponsoring Organizatifriee Treadway Commission (1992). This evaluaticluded
review of the documentation of controls, evaluatibthe design effectiveness of controls, testifithe operating effectiveness of controls and
a conclusion on this evaluation. Based on ouruatain, we concluded that our internal control dirggincial reporting was effective as of
December 31, 2013.

KPMG LLP, an independent registered public accagnfirm, has issued a report on the effectivenésseoCompany’s internal control over
financial reporting, which is included on pages &r2l F-3 of this Form 10-K.

March 11, 201«

/s/ Robert A. Philpot
Robert A. Philpot
President and Chief Executive Offic

/s/ Douglas C. Shepa
Douglas C. Shepai
Executive Vice President ai
Chief Financial Office

/sl Carlos M. Alvaradi
Carlos M. Alvaradc
Vice President, Finance a
Corporate Controlle

F-3




Table of Contents

HarteHanks, Inc. and Subsidiaries Consolidated Balahe=S

December 31

In thousands, except per share and share amour 2013 2012
ASSETS
Current assetl
Cash and cash equivalel $ 88,747 $ 49,38¢
Accounts receivabl@ess allowance for doubtful accounts of $1,72®atember 31, 2013 and
$2,574 at December 31, 201 120,12: 127,75.
Inventory 1,28¢ 77¢
Prepaid expenst 8,52¢ 8,43¢
Current deferred income tax as 7,69¢ 8,181
Prepaid income ta 4,75k 4,491
Other current asse 8,171 5,98¢
Total current asse 239,30! 205,01«
Total assets of discontinued operati 0 49,00:
Property, plant and equipme
Land 2C 57€
Buildings and improvemen 16,19 19,70¢
Software 86,87¢ 86,01¢
Equipment and furnitur 104,12( 99,32¢
Software development and equipment installationzagres: 3,35% 5,42¢
Gross property, plant and equipm 210,56! 211,05.
Less accumulated depreciation and amortize (169,859 (166,96
Net property, plant and equipme 40,71 44,09:
Goodwill 398,16 398,16:
Other intangible assefless accumulated amortization of $9,748 at DecerBbe2013 and $9,541 .
December 31, 201: 2,30z 5,25¢
Other asset 5,05:¢ 4,68
Total asset $ 685,53t $ 706,21.

LIABILITIES AND STOCKHOLDERS EQUITY
Current liabilities

Current maturities of lor-term debt $ 15,31 % 12,25(
Accounts payabl 36,75¢ 38,09:
Accrued payroll and related expen: 16,25¢ 13,42
Deferred revenue and customer advail 36,25" 36,31¢
Income taxes payab 3,401 1,51¢
Customer postage and program depc 23,87" 19,89:
Other current liabilitie: 8,97¢ 8,41-
Total current liabilities 140,84 129,90!
Total liabilities of discontinued operatio 0 10,56¢
Long-term debi 82,68’ 98,00(
Other long-term liabilitiegincluding deferred income taxes of $65,788 at Dduwer 31, 2013 and
$53,935 at December 31, 201 112,95. 139,57!
Total liabilities 336,48. 378,04

Stockholder equity
Common stock, $1 par value, 250,000,000 sharesangh 119,186,705 shares issued at

December 31, 2013 and 118,737,456 shares issiecamber 31, 201 119,18 118,73
Additional paic¢in capital 345,09! 341,58
Retained earning 1,163,20 1,165,95:
Less treasury stock, 56,600,972 shares at cost@rbber 31, 2013 and 56,348,026 shares at

at December 31, 201 (1,250,31) (1,248,37)
Accumulated other comprehensive |i (28,119 (49,73
Total stockholder equity 349,05 328,16
Total liabilities and stockholde’ equity $ 685,53t $ 706,21.

See Accompanying Notes to Consolidated Financetegtents
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HarteHanks, Inc. and Subsidiaries Consolidated Statesr@n€omprehensive Income (L0osS)

Years Ended December 31

In thousands, except per share amount 2013 2012 2011
Operating revenue $ 559,60¢ $ 581,09: $ 614,27(
Operating expense
Labor 281,92: 278,63¢ 284,42
Production and distributio 161,60( 172,13. 191,66:
Advertising, selling, general and administrat 54,93’ 51,72¢ 50,48:
Intangible asset impairme 2,75( 0 0
Depreciation, software and intangible asset amatitin 15,73] 15,92: 15,44
Total operating expens 516,94 518,42. 542,01
Operating incom 42,66 62,66¢ 72,25¢
Other expense
Interest expense, n 2,99¢ 3,48¢ 2,941
Other, ne 46 2,99: 781
3,04+ 6,47 3,72
Income from continuing operations before incomes 39,61" 56,19: 68,531
Income tax expens 15,17¢ 20,79¢ 26,47
Income from continuing operatiol 24,44’ 35,39¢ 42,06(
Income (loss) from discontinued operations, nehobme taxe: 1,28¢ (116,03) 2,13¢
Loss on sales of discontinued operations, netafrire taxe: (12,35%) (2,716 0
Total discontinued operatiol (11,07 (118,749 2,13¢
Net income (loss $ 13,37C $ (83,359 $ 44,19¢
Basic earnings (loss) per common sk
Continuing operation $ 03¢ $ 0.5€ $ 0.67
Discontinued operatior (0.1¢) (1.89) 0.0:
Basic earnings (loss) per common st $ 0.21 $ (1.39) $ 0.7C
Weightec-average common shares outstanc 62,50! 62,88 63,17
Diluted earnings (loss) per common sh
Continuing operation $ 03¢ $ 0.5¢ $ 0.67
Discontinued operatior (0.1¢) (1.8¢) 0.0z
Diluted earnings (loss) per common sh $ 0.21 $ (1.32) $ 0.7C
Weightec-average common and common equivalent shares oditstg 62,81: 63,14¢ 63,55-
Other comprehensive income (loss), net of
Adjustment to pension liabilit $ 22,15. $ (5,726 $ (10,309
Foreign currency translation adjustme (536€) 1,31¢ (1,337)
Total other comprehensive income (loss), net o 21,61¢ (4,41) (11,647)
Comprehensive income (los $ 34,98¢ $ (87,769 $ 32,557

See Accompanying Notes to Consolidated Financetke8tents.




Table of Contents

HarteHanks, Inc. and Subsidiaries Consolidated Statesrfitash Flows

Years Ended December 31

In thousands 2013 2012 2011
Cash Flows from Operating Activitie
Net income (loss 13,37C $ (83,359 $ 44,19¢
Adjustments to reconcile net income (loss) to restcprovided by operating
activities
(Gain) Loss from discontinued operatic (1,289 116,03: (2,139
Loss on sale of discontinued operati 12,35¢ 2,71¢ 0
Intangible asset impairme 2,75( 0 0
Depreciation and software amortizati 15,53( 15,67¢ 15,21z
Intangible asset amortizatic 207 24¢€ 22¢
Stoclk-based compensatic 5,744 3,41 3,832
Excess tax benefits from stc-based compensatic (42 (57 (215)
Net pension cost (paymen 784 15¢ (17%)
Deferred income taxe 1,744 721 6,713
Other, ne (2,60€) (32%) (36)
Changes in operating assets and liabilities, natqgtiisitions — — —
Decrease (increase) in accounts receivable 7,63( 12,06¢ (6,305
Decrease (increase) in inventt (507) (45) 29
Increase in prepaid expenses and other currens: (2,53¢) (4,619 (9749
(Decrease) increase in accounts pay (1,336 (4,270 (84€)
(Decrease) increase in other accrued expensesadildiés 9,39¢ (1,64%) 16,18¢
Other, ne (17,089 (197) (5,509
Net cash provided by continuing operatis 44,11 56,524 70,20
Net cash provided by (used in) discontinued opana 15,46 19,85¢ (8,29))
Net cash provided by operating activit 59,57: 76,38( 61,91(
Cash Flows from Investing Activitie
Acquisitions, net of cash acquir — — —
Purchases of property, plant and equipn (15,879 (13,46) (22,33¢)
Proceeds from the sale of property, plant and eqei 3,72 537 3,48:
Net cash flows from investing activities within disitinued operatior 22,50( (39E) —
Net cash provided by (used in) investing activi 10,35( (13,319 (18,857)
Cash Flows from Financing Activitie
Borrowings — — 122,50(
Repayment of borrowing (12,25() (69,18¢) (136,06
Debt financing cost (581) — (811)
Issuance of common sto 51z 66C 713
Excess tax benefits from stc-based compensatio 42 57 21k
Purchase of treasury sto (1,625 (4,402 (8,369
Dividends paic (16,12)) (26,967) (20,370)
Net cash used in financing activiti (30,027 (99,839 (42,179
Effect of exchange rate changes on cash and casba&ts (53€) 22t 162
Net increase (decrease) in cash and cash equis 39,36: (36,54%) 1,04z
Cash and cash equivalents at beginning of 49,38¢ 85,93 84,89(
Cash and cash equivalents at end of ' 88,747 $ 49,38¢ $ 85,93:

See Accompanying Notes to Consolidated Financetke8tents.
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HarteHanks, Inc. and Subsidiaries Consolidated Statesr@nthanges in Equity

Accumulated

Additional other Total
Common Paid-in Retained Treasury comprehensive Stockholders’

In thousands, except per share amount Stock Capital Earnings Stock income(loss) Equity
Balance at December 31, 20 $ 118,29¢ $ 336,79! $ 1,252,431 $ (1,236,02) $ (33,689 $ 437,82
Exercise of stock options and release of

unvested share 191 522 0 (193 0 52C
Net tax effect of stock options exercis

and release of unvested she 0 (959 0 0 0 (959)
Stocl-based compensatio 0 4,98¢ 0 0 0 4,98¢
Dividends paid ($0.32 per shai 0 0 (20,370) 0 0 (20,370)
Treasury stock issue 0 (197) 0 35¢€ 0 15¢
Purchase of treasury sto 0 0 0 (8,369 0 (8,369
Net income 0 0] 44,19¢ 0 0 44,19¢
Other comprehensive lo 0 0 0 0 (11,647) (11,64))
Balance at December 31, 20 $ 118,48 $ 341,14¢ $ 1,276,261 $ (1,244,22) $ (45,329 $ 446,35!
Exercise of stock options and release

unvested share 25C 41C 0 (20%) 0 45&
Net tax effect of stock options exercis

and release of unvested she 0 (3,089 0 0 0 (3,082
Stocl-based compensatio 0 3,412 0 0 0 3,412
Dividends paid ($0.43 per shal 0 0] (26,967) 0 0 (26,96))
Treasury stock issue 0 (303) 0 454 0 151
Purchase of treasury sto 0 0 0 (4,402 0 (4,402
Net income 0 0 (83,357 0 0 (83,359
Other comprehensive lo 0 0 0 0 (4,417 (4,417
Balance at December 31, 20 $ 118,737 $ 34158t $ 1,16595 $ (1,248,37) $ (49,739 $ 328,16
Exercise of stock options and release of

un-vested share 45C 46¢ 0 (407) 0 51z
Net tax effect of stock options exercis

and release of unvested she 0 (2,60€) 0 0 0 (2,606
Stocl-based compensatio 0 5,744 0 0 0 5,744
Dividends paid ($0.255 per sha 0 0 (16,12 0 0 (16,127
Treasury stock issue 0 (98) 0 13t 0 37
Purchase of treasury sto 0 0] 0 (1,662 0 (1,662
Net income 0 0] 13,37( 0 0 13,37(
Other comprehensive incor 0 0 0 0 21,61¢ 21,61¢
Balance at December 31, 20 $ 119,18 $ 345,09 $ 1,163,200 $ (1,250,31) $ (28,119 $ 349,05«

See Accompanying Notes to Consolidated Financetke8tents.
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Harte-Hanks, Inc. and Subsidiaries Notes to Consalated Financial Statements

Note A — Significant Accounting Policies

Consolidation

The accompanying consolidated financial statemgmsent the financial position and the resultspafrations and cash flows of Harte-
Hanks, Inc. and its subsidiaries. All intercompacgounts and transactions have been eliminateonisolidation.

As used in this report, the terms “Harte Hanks,&;%us,” or “our” may refer to Harte-Hanks, Inone or more of our consolidated
subsidiaries, or all of them taken as a whole.

Discontinued Operations

As discussed in Note NDiscontinued Operationswe sold the assets of our Florida Shoppers dpesabn December 31, 2012 and the assets
of our California Shoppers operations on SepterilieR013. The operating results and related bakntShoppers, including the losses on
the sales, are being reported as discontinued tigesan the Consolidated Financial Statementslegotherwise stated, amounts related to
the Shoppers operations are excluded from the Not€snsolidated Financial Statements for all ypaesented.

Reclassification of Prior Year Amounts

All prior year amounts related to discontinued agpiens have been reclassified for comparative peapo

Use of Estimates

The preparation of financial statements in conftymiith U.S. generally accepted accounting priresplU.S. GAAP) requires management to
make estimates and assumptions that affect thetegpamounts of assets and liabilities at the dhtke financial statements and the reported
amounts of revenues and expenses during the negqréiriods. Actual results and outcomes couladiffom those estimates and
assumptions. On an ongoing basis, managementvgitie estimates based on currently available mé&ion. Changes in facts and
circumstances could result in revised estimatesasasdmptions.

Operating Expense Presentation in Consolidated Staments of Comprehensive Income (Loss)

The “Labor” line in the Consolidated Statement&€omprehensive Income (Loss) includes all employseqgll and benefits, including stock-
based compensation, along with temporary laboiscobhe “Production and distribution” and “Adveitig, selling, general and administrative”
lines do not include labor, depreciation or amattan.

Revenue Recognition

We recognize revenue when all of the followingeria are satisfied: (i) persuasive evidence ddiraangement exists; (ii) the price is fixed or
determinable; (iii) collectability is reasonablysased; and (iv) the service has been performetdeoptoduct has been delivered.

Payments received in advance of the performaneserefces or delivery of the product are recordededsrred revenue until such time as the
services are performed or the product is delivered.

Our accounting policy for revenue recognition hasmpact on our reported results and relies oragedstimates that require judgments on th
part of management. The portion of our revenueithaost subject to estimates and judgments isme® recognized using the proportional
performance method, as discussed below.
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Revenue is derived from a variety of services andycts, and may be billed at hourly rates, monthtgs or a fixed price. For all sales, we
require either a purchase order, a statement df signed by the client, a written contract, or satteer form of written authorization from the
client.

Revenue from agency and creative services, analyérvices and market research is typically bileded on time and materials or at a fixed
price. If billed at a fixed price, revenue is rgned on a proportional performance basis aséhdces specified in the arrangement are
performed. In most cases, proportional performast@ased on the ratio of direct costs incurretbtal estimated costs where the costs
incurred, primarily labor hours and outsourced is&s; represent a reasonable surrogate for outpasumes or contract performance. For fi
fee market research revenue streams, revenueogriged in proportion to the value of service pdad based on output criteria.

Revenue from email marketing, social media marketind other digital solutions is recognized asnbek is performed. Revenue from these
services is typically based on a fixed price oe git/en to the client.

Revenue associated with new marketing databasashigideferred until complete or until client adesge. Upon completion or acceptance,
revenue and direct build costs are then recogrozedthe term of the related arrangement as theécesrare provided. Revenue from databas
and website hosting services is recognized rataidy the contractual hosting period. Pricing fatathase builds are typically based on a fixec
price and hosting fees are typically based onedfgrice per month or per contract.

Revenue from technology database subscriptionasedon a fixed price and is recognized ratably theeterm of the subscription. Revenue
from stand-alone technology data sales is recodraz¢he time of delivery.

Revenue from services such as data processingingripersonalization of communication pieces usasgr and inkjet printing, targeted mail,
and transportation logistics is recognized as thekus performed. Revenue from these servicegiisally based on a fixed price or rate given
to the client. Postage costs of mailings in oveatimail business are borne by our clients andharelirectly reflected in our revenues or
expenses.

Revenue related to fulfillment and contact centiiduding inbound and outbound calling and emaihagement, is also typically based on a
fixed price per transaction or service provided&v@&ue from these services is recognized as thiesean activity is performed.

Revenue from software arrangements involving migtgdements is allocated to each element baseldeovmeindor-specific objective evidence
of fair values of the respective elements. Fotvgafe sales with multiple elements (for exampldtvgare licenses with undelivered post-
contract customer support or “PCS”), we allocateeneie to each component of the arrangement usingetidual value method based on the
fair value of the undelivered elements. This mea@siefer revenue from the software sale equdldddir value of the undelivered elements.
The fair value of PCS is based upon separate salesewals to other clients. The fair value af/gmes, such as training and consulting, is
based upon separate sales of these services tochémgs.

The revenue allocated to PCS is recognized ratal®y the term of the support period. Revenue atkxtto professional services is recogn
as the services are performed. The revenue afld¢atsoftware products, including time-based safénicenses, is recognized, if collection is
probable, upon execution of a licensing agreemeditshipment of the software or ratably over thetef the license, depending on the
structure and terms of the arrangement. If trenbing agreement is for a term of a year or leddrariudes PCS, we recognize the software
and the PCS revenue ratably over the term of temdie.
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For certain non-software arrangements, we enterdohtracts that include delivery of a combinatidour service offerings. Such
arrangements are divided into separate units afiading, provided that the delivered element(s)diasd-alone value and objective and
reliable evidence of the fair value of the undealaceelement(s) exist(s).

When we are able to unbundle the arrangement @garate units of accounting, revenue from eachiceeis recognized separately, and in
accordance with our revenue recognition policygfach element. If we are unable to unbundle thengement into separate units of
accounting, we apply one of the revenue recognjtmities to the entire arrangement. This mightagtghe timing of revenue recognition, but
would not change the total revenue recognized ttoerarrangement.

Taxes collected from customers and remitted to gowental authorities are not reflected in our rexenor expenses.
Cash Equivalents

All highly liquid investments with an original matty of 90 days or less at the time of purchasecaresidered to be cash equivalents. Cash
equivalents are carried at cost, which approximitievalue.

Allowance for Doubtful Accounts

We maintain our allowance for doubtful accounta ailance adequate to reduce accounts receivathle tanount of cash expected to be
realized upon collection. The methodology usedei@rmine the minimum allowance balance is basealioprior collection experience and is
generally related to the accounts receivable balamearious aging categories. The balance isiafigenced by specific clients’ financial
strength and circumstance. Accounts that are mi@ted to be uncollectible are written off in theipd in which they are determined to be
uncollectible. Periodic changes to the allowaralartce are recorded as increases or decreases tebiaexpense, which is included in the
“Advertising, selling, general and administratiigie of our Consolidated Statements of Comprehensizcome (Loss). The changes in the
allowance for doubtful accounts consisted of tHe¥ang:

Year Ended December 31

In thousands 2013 2012 2011
Balance at beginnings of ye $ 257  $ 2,44 % 2,34t
Additions charges to expen 47 722 47¢
Amounts recovered against the allowance, net afgeh (892) (599) (37¢)
Balance at end of ye: $ 1,72¢  $ 257¢ % 2,44¢
Inventory

Inventory, consisting primarily of print materialad operating supplies, is stated at the lowepsf (first-in, first-out method) or market.
Property, Plant and Equipment

Property, plant and equipment are stated on this basost. Depreciation is computed using thaight-line method at rates calculated to
amortize the cost of the assets over their usefes| The general ranges of estimated useful bves

Buildings and improvemen 10 to 40 yeal
Software 3to 10 yeat
Equipment and furnitur 3 to 20 yeat
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Long-lived assets such as property, plant and eqgiip are reviewed for impairment whenever eventhanges in circumstances indicate tha
the carrying amount of an asset may not be recbleraVe did not record an impairment of long-livesbets in 2013, 2012 or 2011.

Property, plant and equipment includes capitaldessets. Capital lease assets at December 3af@12012 consisted of:
December 31

In thousands 2013 2012

Equipment and furnitur $ 232 % 2,77¢

Less accumulated amortizati (1,53%) (1,604)

Net book value $ 78¢ $ 1,17(

Amortization expense related to capital lease asgas $0.3 million, $0.5 million and $0.4 millicarfthe years ended December 31, 2013,
2012 and 2011, respectively.

Depreciation and amortization on the remaining prgpplant and equipment was $15.4 million, $15idion and $15.0 million for the years
ended December 31, 2013, 2012 and 2011, respeactivel

Goodwill and Other Intangibles

Goodwill is recorded to the extent that the purehaisce of an acquisition exceeds the fair valuthefidentifiable net assets acquired. Other
intangibles with definite and indefinite usefuldivare recorded at fair value at the date of thisition. The Company tests its goodwill and
other intangible assets with indefinite useful §ifer impairment as of November 30 of each yearamdf an interim date should factors or
indicators become apparent that would require atiin test. The Company performs a qualitativesssient to determine whether fair value
may be less than carrying value and, if necessaggsses the impairment of its goodwill by deteirgithe fair value of each of its reporting
units and comparing the fair value to the carryiafyie for each reporting unit. Fair values of mporting units and other intangibles with
indefinite useful lives have been determined usiisgounted cash flow and cash flow multiple methogdies. Our overall market
capitalization also was considered when evaludtiegair values of our reporting units. Intangibksets with definite useful lives are
amortized over their respective estimated usefekliand reviewed for impairment if we believe tttznges or triggering events have occurre
that could have caused the carrying value of ttengjible assets to exceed its fair value.

As a result of a significant decrease in forecast@dnues and an overall strategic assessment oélfited operations, management complete:
an evaluation of the Aberdeen trade name as oeS8#r 30, 2013. A discounted cash flow model vezsido calculate the fair value of the
Aberdeen trade name. The significant assumptieed in this method included the (i) revenue gromaites for the Aberdeen Group,

(ii) discount rate, (iii) tax rate and (iv) royaltgte. These assumptions are considered Levg@udsmunder the fair value hierarchy established
by FASB ASC 820Fair Value Measurements and Disclosureslarte Hanks recorded a non-cash trade namegiblarasset impairment
charge of $2.8 million. The impairment chargeniduded in Intangible impairment in the Consolida8tatements of Comprehensive Income
(Loss) for the year ended December 31, 2013.

As a result of continuing revenue declines in Sleeppand in conjunction with management'’s evalmatibthe business, the Company
determined that a triggering event had occurrdtiénsecond quarter of 2012. The subsequent gdddwpidirment testing resulted in
impairment charges in the second quarter of 201 66.9 million. We also recorded $8.4 millionifimpairment charges related to trade
names and client relationships associated witi #mepa Flyer, which are part of the Florida Shopp@erations. The total impairment of
$165.3 million is included in discontinued operaso
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We have not recorded any other impairments of gdbdwother intangible assets in our continuinggemgions in any of the years during the
three-year period ended December 31, 2013.

Income Taxes

Income taxes are calculated using the asset aititianethod. Deferred income taxes are recoghize the tax consequences resulting from
temporary differences by applying enacted statutaxyrates applicable to future years. These tearpdalifferences are associated with
differences between the financial and the tax bafséxisting assets and liabilities. Any statutohange in tax rates will be recognized
immediately in deferred taxes and income. Valumélbowances have been established where we hageszsl that it is more likely than not
that certain deferred tax assets will not be redlin the foreseeable future.

Earnings Per Share

Basic earnings per common share are based upaveibbted-average number of common shares outstguadiring the period. Diluted
earnings per common share are based upon the wdighitrage number of common shares and dilutivermmrstock equivalents outstanding
during the period. Dilutive common stock equivateare calculated based on the assumed exerci$easifoptions and vesting of unvested
shares using the treasury stock method.

Stock-Based Compensation

All share-based awards are recognized as operatipgnse in the “Labor” line of the Consolidatedt&teents of Comprehensive Income
(Loss). Calculated expense is based on the fhiesaf the awards on the date of grant and isgreized over the requisite service period.

Reserve for Healthcare, Workers’ Compensation, Autmobile and General Liability

We are self-insured for our workers’ compensataurtpmobile, general liability and the majority afrdiealthcare insurance. We make various
subjective judgments about a number of factorsbeminining our reserve for healthcare, workers’ pensation, automobile and general
liability insurance, and the related expense. @aguctible for individual healthcare claims is $thilion. Our deductible for workers’
compensation is $0.5 million. We have a $0.3 orilldeductible for automobile and general liabititgims. Our insurance administrator
provides us with estimated loss reserves, based itgpexperience dealing with similar types of mlaj as well as amounts paid to date agains
these claims. We apply actuarial factors to boluiance estimated loss reserves and to paid ctaichthen determine reserve levels, taking
into account these calculations. At December 8132and 2012, our reserve for healthcare, worlensipensation, automobile and general
liability was $12.8 million and $11.4 million, resgtively. Periodic changes to the reserve for wmgkcompensation, automobile and general
liability are recorded as increases or decreasestwance expense, which is included in the “Atising, selling, general and administrative”
line of our Consolidated Statements of Comprehenisicome (Loss). Periodic changes to the resenvidalthcare are recorded as increases
or decreases to employee benefits expense, whichligled in the “Labor” line of our Consolidatethfements of Comprehensive Income
(Loss).

Foreign Currencies

In most instances the functional currencies offortgign operations are the local currencies. Asagrt liabilities recorded in foreign currenc
are translated in U.S. dollars at the exchangeomathe balance sheet date. Revenue and exparsearslated at average rates of exchange
prevailing during a given month. Adjustments réaglfrom this translation are charged or creditedther comprehensive loss.

Geographic Concentrations

Depending on the needs of our clients, our senaceprovided in an integrated approach througrertttan 30 facilities worldwide, of which
10 are located outside of the U.S.
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Information about the operations in different gequic areas:

Year Ended December 31

In thousands 2013 2012 2011

Revenue(1)

United State: $ 469,59t $ 492,11¢ $ 523,38:

Other countrie: 90,01z 88,97: 90,88¢

Total revenue $ 559,60¢ $ 581,09: $ 614,271
December 31

In thousands 2013 2012

Property, plant and equipment(2)

United State: $ 34,55¢ $ 37,587

Other countrie: 6,15¢ 6,50¢

Total property, plant and equipme $ 40,71. $ 44,09:

(1) Geographic revenues are based on the locatioreafetvice being performe
(2) Property, plant and equipment are based on phylsication.

Recent Accounting Pronouncements

In the first quarter of 2013, we adopted AccountBigndards Update (ASU) 2013-G2porting of Amounts Reclassified Out of Accumdlate
Other Comprehensive IncomASU 2013-02 addresses the presentation of redleatsiin adjustments, which was deferred in thdahit
issuance of ASU 2011-0Bresentation of Comprehensive IncomaSU 2013-02 requires entities to disclose:

»  Foritems reclassified out of accumulated othermahensive income and into net income in theiretytj the effect of the
reclassification on each affected net income liemj and

e For accumulated other comprehensive income refitzesdn items that are not reclassified in theitieety into net income, a cross
reference to other required U.S. GAAP disclosures.

In connection with this adoption we have added#ugiired disclosures in Note Comprehensive Income (LossThe adoption of ASU 2013-
02 did not affect our operating results, cash flowfnancial position.

Note B— Fair Value of Financial Instruments

FASB ASC 820Fair Value Measurements and DisclosurddSC 820) defines fair value as the price thatiltdoe received to sell an asset or
paid to transfer a liability in an orderly trandantbetween market participants at the measuredaat ASC 820 also establishes a fair value
hierarchy that prioritizes the inputs used in viibramethodologies into three levels:

Level 1  Quoted prices in active markets for identical assetiabilities.

Level 2  Observable inputs other than Level 1 prices, sgofjuated prices for similar assets or liabilitigsoted prices in markets that are
not active; or other inputs that are observableaorbe corroborated by observable market dataufistantially the full term of the
assets or liabilities

Level 3  Unobservable inputs that are supported by littta@market activity and that are significant to taie value of the assets or
liabilities.
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Because of their maturities and/or variable intera®s, certain financial instruments have faluga approximating their carrying values.
These instruments include cash and cash equivabkmtsunts receivable and trade payables. Thedhie of our outstanding debt is disclosec
in Note C,Long-Term Debt. The fair value of the assets in our funded panplan is disclosed in Note Employee Benefit PlandAs
discussed in Note Ezoodwill and Other Intangible Assets,the third quarter of 2013, the fair value of durerdeen trade name was
calculated using a discounted cash flow model.

Note C— Long-Term Debt

Our long-term debt obligations at year-end wertolsws:

December 31
In thousands 2013 2012

2010 Revolving Credit Facility, various interestesabased on LIBOR, due August 12, 2013 ($60.5
million capacity at December 31, 201 N/A $ 0
2013 Revolving Credit Facility, various interestersabased on Eurodollar rate, due August 16, 2016

($72.5 million capacity and effective rate of 2.42¥%December 31, 201 $ 0 N/A
2011 Term Loan Facility, various interest rateseblasn LIBOR (effective rate of 2.17% at Decemb
31, 2013), due August 16, 20 $ 98,00( $ 110,25(
Total debt $ 98,00 $ 110,25(
Less current maturitie $ 15,31 $ 12,25(
Total lon¢-term debi $ 82,68 $ 98,00(
The carrying values and estimated fair values ofoatistanding debt at year-end were as follows:
December 31
2013 2012
Carrying Fair Carrying Fair
In thousands Value Value Value Value
Total Debt $ 98,00( % 98,00 $ 110,25( $ 110,25(

The estimated fair values were calculated usingectirates provided to us by our bankers for débiesame remaining maturity and
characteristics. These current rates are considereel 2 inputs under the fair value hierarchyabbshed by ASC 820.

Credit Facilities

On August 16, 2011, we entered into a five-year2@ illion term loan facility (2011 Term Loan Figi) with Bank of America, N.A., as
Administrative Agent. The 2011 Term Loan Facilittures on August 16, 2016. For each borrowingeutite 2011 Term Loan Facility, we
can generally choose to have the interest ratth&drborrowing calculated based on either (i) tH2QR rate (as defined in the 2011 Term L«
Facility) for the applicable interest period, pluspread (ranging from 2.00% to 2.75% per annursg@dan our total net funded debt-to-
EBITDA ratio (as defined in the 2011 Term Loan Hiijithen in effect; or (ii) the highest of (a)g¢Agent’s prime rate, (b) the BBA daily
floating rate LIBOR, as determined by Agent forlsaate, plus 1.00%, and (c) the Federal Funds ftase0.50%, plus a spread (ranging from
1.00% to 1.75% per annum) based on our total metefd debt-to-EBITDA ratio then in effect. We mdgot to prepay the 2011 Term Loan
Facility at any time without incurring any prepaymh@enalties.

On August 8, 2013, we entered into a three-yeam®8idn revolving credit facility, which includea $25 million letter of credit sub-facility
and a $5 million swing line loan sub-facility (20R&volving Credit Facility) with Bank of America,.A. (as Administrative Agent, Swing
Line Lender and L/C Issuer) and the other lendartyghereto. The 2013 Revolving Credit Faciligrmits us to request up to a $15 million
increase
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in the total amount of the facility. The 2013 Rkwag Credit Facility matures on August 16, 20M/e may elect to prepay the 2013 Revol
Credit Facility at any time without incurring angepayment penalties.

The 2013 Revolving Credit Facility amends and testaur August 12, 2010 credit facility (2010 Renog Credit Facility), with the lenders
party thereto and the Agent, and replaces its theae $70 million revolving credit facility, underhich Harte Hanks had no borrowings as of
August 8, 2013 (except for letters of credit tatglapproximately $9.5 million). The 2013 Revolvi@eedit Facility did not replace, and is in
addition to, the 2011 Term Loan Facility.

For each borrowing under the 2013 Revolving CrEditility, we can generally choose to have the @derate for that borrowing calculated on
either (i) the Eurodollar rate for the applicabierest period plus a spread which is determinsddan our total net debt-to-EBITDA ratio
then in effect, which ranges from 2.25% to 3.00%ag@um; or (ii) the highest of (a) the Agent’'snpei rate, (b) the Federal Funds Rate plus
0.50% per annum or (c) Eurodollar rate plus 1.0@¥gmnum, plus a spread which is determined basediiototal debt-to-EBITDA ratio then
in effect, which spread ranges from 1.25% to 2%gmerum.

We also pay a quarterly commitment fee under tH82evolving Credit Facility, which is based oragerapplied to the difference between
total commitment amount under the 2013 Revolvingd@rFacility and the aggregate amount of outstagndbligations under such facility.
The commitment fee rate ranges from 0.50% to 0.pB%@nnum, depending on our total net debt-to-EB{T&Xio then in effect.
In addition, we pay a letter of credit fee withpest to outstanding letters of credit. That feealkulated by applying a rate equal to the sprea
applicable to Eurodollar based loans plus a frgntae of 0.125% per annum to the average dailyamdramount of the outstanding letters of
credit.
At December 31, 2013 we had letters of credit boga$7.5 million issued under the 2013 Revolvingdit Facility, decreasing the amount
available for borrowing to $72.5 million. At Decéer 31, 2012 we had letters of credit totaling $@ilion issued under the 2010 Revolving
Credit Facility, decreasing the amount availablebfmrrowing to $60.5 million.
Under both of our credit facilities, we are reqdite maintain an interest coverage ratio of nat than 2.75 to 1, and we must maintain a total
debt-to-EBITDA ratio of not more than 2.25 to 1 enthe 2013 Revolving Credit Facility and 3.00 torider the 2011 Term Loan Facility.
The credit facilities also contain customary coveraestricting our and our subsidiaries’ abiliy t

« authorize distributions, dividends, stock redempiand repurchases if a payment event of defaslbbeurred and is continuing;

« enter into certain merger or liquidation transatsio

« grantliens;

« enter into certain sale and leaseback transactions;

« have foreign subsidiaries account for more than 25%e consolidated revenue, or 20% of the asfdtsarte Hanks and its
subsidiaries, in the aggrega

« enter into certain transactions with affiliatesgan
« allow the total indebtedness of Harte Hanks’ subsies to exceed $20.0 million.

The credit facilities each also include customaryemants regarding reporting obligations, delivefrpotices regarding certain events,
maintaining our corporate existence, payment afgakibns, maintenance of our properties and inggdhereon at customary levels with
financially sound and reputable insurance compani@éntaining books and records and compliance aptlicable laws. The credit facilities
each
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also provide for customary events of default inglgchonpayment of principal or interest, breachepiresentations and warranties, violations
of covenants, failure to pay certain other indebésd, bankruptcy and material judgments and ltedslicertain violations of environmental
laws or ERISA or the occurrence of a change ofrobnfOur material domestic subsidiaries have gutaed the performance of Harte Hanks
under our credit facilities. As of December 31120we were in compliance with all of the covenafteur credit facilities.

The future minimum principal payments related to debt at December 31, 2013 are as follows:

In thousands

2014 $ 15,31:
2015 18,37¢
2016 64,31:
2017 0
2018 0
Thereaftel 0

$ 98,00(

Cash payments for interest were $2.8 million, $8itlion, and $3.2 million for the years ended Detem31, 2013, 2012 and 2011,
respectively.

Note D — Income Taxes

The components of income tax expense (benefithsifellows:

Year Ended December 31

In thousands 2013 2012 2011
Current

Federa $ 8,68¢ $ 14,67¢ $ 13,01«
State and Loce 3,554 3,521 4,69¢
Foreign 1,18¢ 1,87¢ 2,054
Total Current $ 13,43: $ 20,07 $ 19,76¢
Deferred

Federa $ 353 $ 2831 $ 6,98¢
State and loce (2,147) (1,237 (159
Foreign 354 (87¢) (117)
Total Deferrec $ 1,74¢ % 721 $ 6,71°
Total income tax expen: $ 15,17¢ $ 20,79¢ $ 26,471

The U.S. and foreign components of income fromiooimig operations before income taxes were asviaio
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Year Ended December 31

In thousands 2013 2012 2011

United State: $ 33,141 % 52,28° $ 61,81(
Foreign 6,474 3,90¢ 6,72
Total income (loss) from continuing operations lefincome taxe $ 39,617 $ 56,19: $ 68,53’

The differences between total income tax expensed(it) and the amount computed by applying thiuiey federal income tax rate to inca

before income taxes were as follows:

Year Ended December 31

In thousands 2013 Rate 2012 Rate 2011 Rate

Computed expected income tax expense (bet $ 13,86¢ 35% $ 19,66 35% $ 23,98¢ 35%
Net effect of state income tax 91¢ 2% 2,501 4% 2,99¢ 4%
Foreign subsidiary dividend inclusio 1,12¢ 3% 12C 0% 174 0%
Foreign tax rate bene (570 -1% (36€) -1% (417) -1%
Change in beginning of year valuation allowa (87) 0% (1,22%) -2% (1279 0%
Other, ne’ (76) 0% 99 0% (14€) 0%
Income tax expense (benefit) for the pel $ 15,17¢ 38% $ 20,79¢ 371% $ 26,47 39%

Total income tax expense (benefit) was allocatefoléswvs:

Year Ended December 31

In thousands 2013 2012 2011

Continuing operation $ 15,17¢ $ 20,79¢ $ 26,47
Discontinued operatior 1,22t (48,959 3,29¢
Loss on sali (9,047 (2,14%) 0
Stockholder' equity 17,37 (73€) (5,910
Total $ 24,727 % (31,046 $ 23,86¢
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The tax effects of temporary differences that géseto significant portions of the deferred tagets and deferred tax liabilities were as
follows:

Year Ended December 31

In thousands 2013 2012
Deferred tax assets

Deferred compensation and retirement | $ 14,44¢  $ 31,51¢
Accrued expenses not deductible until ¢ 4,43( 5,45¢
Employee stoc-based compensatic 2,561 4,00(
Accrued payroll not deductible until pe 2,27( 2,36:
Accounts receivable, n 1,34f 1,96:
Other, ne 124 15¢
State income ta 26¢ 69
Federal net operating loss carryforwa 13C 151
Foreign net operating loss carryforwa 2,75( 2,43¢
State net operating loss carryfowa 2,031 2,21¢
Foreign tax credit carryforwart 1,12¢ 0
Capital loss carryforwarc 6,71: 0
Total gross deferred tax ass 38,20: 50,33:
Less valuation analys (10,74 (2,439
Net deferred tax asse $ 27,45¢ $ 47,89
Deferred tax liabilities

Property, plant and equipme $ (7,250 $ (11,787
Goodwill and other intangible (78,30 (81,859
Total gross deferred tax liabiliti¢ (85,55)) (93,64¢6)
Net deferred tax liabilitie $ (58,097 $ (45,759

In assessing the realizability of deferred tax sssee consider whether it is more likely than tinatt some portion or all of the deferred tax
assets will not be realized. Based on the expentaf future taxable income and that the deduettbmporary differences will offset existing
taxable temporary differences, we believe it is enikely than not that we will realize the benefifthese deductible differences, net of the
existing valuation allowances, at December 31, 20182012.

Net deferred taxes are recorded both as a curedetrdd income tax asset and as other-term liabilities based upon the classificatiorttod
related assets and liabilities that give rise tdmporary difference. There are approximateB8.&million and $39.7 million of deferred tax
assets related to non-current items that are neftbdong-term deferred tax liabilities at DecemBé, 2013 and 2012, respectively.
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Harte Hanks or one of our subsidiaries files incaaxereturns in the U.S. federal, U.S. state amélidam jurisdictions. For U.S. federal, U.S.
state and foreign returns, we are no longer subjetetx examinations for years prior to 2009.

A reconciliation of the beginning and ending amoeininrecognized tax benefit is as follows:

In thousands

Balance at January 1, 20 $ 91
Additions for current year tax positio 0
Additions for prior year tax positior 0
Reductions for prior year tax positio 0
Lapse of statut (40)
Settlement: 0
Balance at December 31, 20 $ 51
Additions for current year tax positio $ 0
Additions for prior year tax positior 0
Reductions for prior year tax positio 0
Lapse of statut (24)
Settlement: 0
Balance at December 31, 20 $ 27

Included in the balance as of December 31, 201$@@million of federally effected unrecognized teenefits that, if recognized, would
impact the effective tax rate. We anticipate thest reasonably possible that we will have a reiducin the liability of up to $0.0 million durir
2014 as a result of lapsing statutes.

We have elected to classify any interest and pesaklated to income taxes within income tax espedn our Consolidated Statements of
Comprehensive Income (Loss). We did not recogaigetax benefits for the reduction of accrued egeand penalties associated with the
reduction of the liability for unrecognized tax ledits during the year ended December 31, 2013rdmaignized $0.1 million during the year
ended December 31, 2012. We did not have anyeisitand penalties accrued at December 31, 20131@. 2

As of December 31, 2013, we had net operatingdasyforwards that are available to reduce futas@lle income and that will begin to
expire in 2029.

The valuation allowance for deferred tax assetsf danuary 1, 2012, was $3.6 million. The valuatdiowance at December 31, 2013 relates
to net operating loss, capital loss, and foreigictadit carryforwards, which are not expecteddadnlized. The valuation allowance at
December 31, 2012 relates only to net operating dasryforwards. As part of our assessment ofeéhbézability of our deferred tax assets, anc
based on the expectations of future taxable incamaethat the deductible temporary differences efffet existing taxable temporary
differences, we reduced our January 1, 2012 valnailowance associated with the Florida Shopper®perating loss by $1.0 million.

Deferred income taxes have not been provided onnbestributed earnings of our foreign subsidiaseghese earnings have been, and undetr
current plans will continue to be, permanently vested in these
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subsidiaries. As of December 31, 2013, the cunvalaindistributed earnings of these subsidiarieeva@proximately $1.8 million. If those
earnings were not considered permanently reinvebte&dl federal deferred income taxes would have beeorded, after consideration of U.S.
foreign tax credits. However, it is not practicabd estimate the amount of additional taxes whiely be payable upon distributions.

Cash payments for income taxes were $11.3 milkd3,6 million and $15.5 million in 2013, 2012 ar@l2, respectively.

Note E— Goodwill and Other Intangible Assets

Gooduwill represents the excess of the purchase pfian acquisition over the fair values of thentifeable net assets acquired. Other
intangible assets with definite and indefinite uséf/es are recorded at fair value at the dataagfuisition. The Company tests its goodwill
other intangible assets with indefinite useful §fer impairment as of November 30 of each yearamndf an interim date should factors or
indicators become apparent that would require trim test. The Company performs a qualitativesssent to determine whether fair value
may be less than carrying value and, if necessasgsses the impairment of its goodwill by deteimgithe fair value of each of its reporting
units and comparing the fair value to the carryiafyie for each reporting unit.

As a result of a significant decrease in forecast@dnues and an overall strategic assessment oélidited operations, management complete:
an evaluation of the Aberdeen trade name as oeS8uyr 30, 2013. A discounted cash flow model vezsido calculate the fair value of the
Aberdeen trade name. The significant assumptised in this method included the (i) revenue gromaites for the Aberdeen Group, (ii)
discount rate, (iii) tax rate and (iv) royalty rat€hese assumptions are considered Level 3 inmdsr the fair value hierarchy established by
ASC 820. As a result of this analysis, duringttiied quarter of 2013 the Company recorded a casthi trade name intangible asset impairr
charge of $2.8 million. The impairment chargeniduded in Intangible impairment in the Consolida8tatements of Comprehensive Income
(Loss) in the year ended December 31, 2013.

As a result of continuing revenue declines in Sleeppand in conjunction with management'’s evalmatibthe business, the Company
determined that a triggering event had occurredtlatan interim step-one impairment test of Shogmmodwill was warranted in connection
with the preparation of its second quarter 201arfmal statements. The fair value of the Shoppeitswas estimated using a discounted cash
flow model and a cash flow multiple model. The falue of the Shoppers unit was estimated to éetlean its related carrying value.
Management determined that the goodwill balanck veispect to this reporting unit was impaired aeg-$wo testing was deemed necessary.

The impairment analysis indicated that $156.9 onillof goodwill and $8.4 million of other intangiblerelating to trade names and client
relationships associated with the Tampa Flyer (idetl in the Florida Shoppers operations) acquisiticApril 2005, were impaired. As a
result, a total impairment charge of $165.3 milliwas recorded in the Consolidated Statements ofp@eimensive Income (Loss) in the second
quarter of 2012 and is reflected in the Discontth@perations section of the Statements of Compmheincome (Loss).

We performed our annual goodwill impairment testsgof November 30, 2013. Consistent with prioiqubs, fair value was determined usl
a discounted cash flow model, a cash flow multipledel, and with consideration of our overall martagpitalization. Based on the results of
our November 30, 2013 impairment tests, we didr@odrd any impairment losses in 2013, 2012 or 2@ldted to goodwill associated with «
continuing operations.

The Company continues to monitor potential trigggmevents, including changes in the business ddinmaivhich it operates, attrition of key
personnel, the current volatility in the capitalrkeds, the Company’s
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market capitalization compared to its book valhe, Company’s recent operating performance, an@tmpany’s financial projections. The
occurrence of one or more triggering events coedpiire additional impairment testing, which cowddult in additional impairment charges in
the future.

The changes in the carrying amount of goodwillagédollows:

Continuing Discontinued

In thousands Operations Operations Total

Balance at December 31, 20 $ 398,16: $ 167,48 $ 565,65
Purchase Price Considerati 0 0 0
Impairment 0 (156,936 (156,930
Balance at December 31, 20 $ 398,16: $ 10,55 $ 408,71!
Purchase Price Considerati 0 0 0
Shoppers Sal 0 (10,557 (10,557
Impairment 0 0 0
Balance at December 31, 20 $ 398,16: $ 0 % 398,16«

Other intangibles with indefinite useful lives reeldo trade names associated with the Aberdeerisaiioj in September 2006. The changes in
the carrying amount of other intangibles with indi¢ lives are as follows:

In thousands

Balance at December 31, 20 $ 5,00(
Purchase Price Considerati 0
Impairment 0
Balance at December 31, 20 $ 5,00(
Purchase Price Considerati 0
Impairment (2,750
Balance at December 31, 20 $ 2,25(

Other intangibles with definite useful lives allate to contact databases, client relationshipsnandcompete agreements. Other intangible
assets with definite useful lives are amortizedatraight-line basis over their respective esimhatseful lives, typically a period of 3 to 10
years, and are reviewed for impairment wheneventswar changes in circumstances indicate thatdhying amount of an asset may noi
recoverable. We did not record an impairment fetsted to other intangibles with definite usefués associated with our continuing
operations in any of the years in the three yedogended December 31, 2013.

The changes in the carrying amount of other intalegiwith definite lives are as follows:
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In thousands

Balance at December 31, 20 $ 504
Purchase Price Considerati 0
Amortization (24%)
Impairment 0
Balance at December 31, 20 $ 25¢
Purchase Price Considerati 0
Amortization (20€)
Impairment 0
Balance at December 31, 20 $ 53

Amortization expense related to other intangiblé wefinite useful lives was $0.2 million, $0.2lhwein and $0.3 million for the years ended
December 31, 2013, 2012 and 2011, respectivelype&ird amortization expense for the next five yesaas follows:

In thousands
2014
2015
2016
2017
2018
Thereaftel

HhHBH PP B
[cNoNoNeNe Nt

Note F— Employee Benefit Plans

Prior to January 1, 1999, we maintained a defirakfit pension plan for which most of our employeese eligible. In conjunction with
significant enhancements to our 401(k) plan, wetetto freeze benefits under this defined bepeifitsion plan (frozen pension plan) as of
December 31, 1998.

In 1994, we adopted a non-qualified, unfunded, Bmpntal pension plan (supplemental pension plamgring certain employees, which
provides for incremental pension payments so titat pension payments equal those amounts thatdWaue been payable from the principal
pension plan were it not for limitations imposedibgome tax regulation. The benefits under thjgpéemental pension plan will continue to
accrue as if the principal pension plan had nohbezzen.

The overfunded or underfunded status of our defbvetkfit postretirement plans is recorded as agt asdiability on our balance sheet. The
funded status is measured as the difference betthedhair value of plan assets and the projecteefiteobligation. Periodic changes in the
funded status are recognized through other comps&eincome. We currently measure the fundedistatt our defined benefit plans as of
December 31, the date of our year-end consolidaatahce sheets.

The status of the defined benefit pension plangat-end was as follows:
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Year Ended December 31

In thousands 2013 2012
Change in benefit obligation

Benefit obligation at beginning of ye $ 179,07 $ 160,22!
Service cos 343 467
Interest cos 7,231 7,841
Actuarial (gain) los: (16,48¢) 18,74¢
Benefits paic (8,799 (8,207
Benefit obligation at end of ye $ 161,37( $ 179,07
Change in plan asset

Fair value of plan assets at beginning of y 102,17- 93,00:
Actual return on plan asse 21,12} 9,952
Contributions 6,102 7,421
Benefits paic (8,799 (8,207
Fair value of plan assets at end of y $ 120,60: $ 102,17:
Funded status at end of ye $ (40,766 $ (76,909

The following amounts have been recognized in tbestlidated Balance Sheets at December 31.:

In thousands 2013 2012

Other current liabilitie: $ 157 $ 1,43

Other lon¢-term liabilities 39,19« 75,46¢
$ 40,76¢ $ 76,90:

The following amounts have been recognized in actat®ed other comprehensive loss at December 31

In thousands 2013 2012

Net loss $ 32,27¢ $ 54,43

Prior service cos 0 0
$ 32,27¢ $ 54,43

We plan to make total contributions of $5.6 millimnour frozen pension plan in 2014 in order taagbthe Pension Protection Act of 2006 full
funding limit exemption.

We are not required to make and do not intend tkenaay contributions to our unfunded, supplemepgalsion plan in 2014 other than to the
extent needed to cover benefit payments. We eqmswfit payments under this supplemental pendemmtp total $1.6 million in 2014. In the
event of a change of control, as defined in tha placument, this supplemental pension plan is redub be fully funded.

The following information is presented for pensjans with an accumulated benefit obligation inessscof plan assets:

In thousands 2013 2012

Projected benefit obligatic $ 161,37( $ 179,07
Accumulated benefit obligatic $ 160,34( $ 177,44.
Fair value of plan asse $ 120,60 $ 102,17-
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The unfunded, supplemental pension plan had amadeted benefit obligation of $24.1 million and $nillion at December 31, 2013 and
2012, respectively.

The following table presents the components ofeeibdic benefit cost and other amounts recognizedther comprehensive income (loss):

Year Ended December 31

In thousands 2013 2012 2011

Net Periodic Benefit Cost (Pr-Tax)

Service cos $ 34: % 467 $ 457
Interest cos 7,231 7,841 8,11¢
Expected return on plan ass (7,389 (6,739 (7,027
Amortization of prior service co: 0 4 49
Recognized actuarial lo: 6,681 5,99¢ 4,51¢
Net periodic benefit co: $ 6,88¢ $ 7,567¢ $ 6,121
Amounts Recognized in Other Comprehensive Income @ss) (Pre-Tax)

Net (gain) lost $ (36,920 $ 9,54t $ 17,22
Prior service cos 0 (4) (49
Total (benefit) cost recognized in other comprehentoss $ (36,920 $ 9,54/ $ 17,17¢

Net (benefit) cost recognized in net periodic bérwefst and other comprehens
(income) los: $ (30,036 $ 17,12: $ 23,29¢

The estimated net loss for the defined benefit jppengans that will be amortized from accumulatéiteo comprehensive loss into net periodic
benefit cost in 2014 is $3.7 million.

The weighted-average assumptions used for measnterithe defined pension plans were as follows:
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Year Ended December 31

2013 2012 2011
Weighted-average assumptions used to determine net perioc
benefit cost
Discount rate 4.15% 5.02% 5.62%
Expected return on plan ass 7.25% 7.25% 7.25%
Rate of compensation incree 3.0(% 3.0(% 4.0(%
December 31
2013 2012
Weighted-average assumptions used to determine bene
obligations
Discount rate 4.94% 4.15%
Rate of compensation incree 3.0(% 3.0(%

The discount rate assumptions are based on cuyirdds of investment-grade corporate long-term Isonthe expected long-term return on
plan assets is based on the expected future avaregel return for each major asset class witherpthn’s portfolio (which is principally
comprised of equity investments) over a long-teorizon. In determining the expected long-term dteeturn on plan assets, we evaluated
input from our investment consultants, actuariesd, iavestment management firms, including theifeenvof asset class return expectations, as
well as long-term historical asset class retufPmjected returns by such consultants and econemauistbased on broad equity and bond
indices. Additionally, we considered our histotit&-year compounded returns, which have beendesxof the forward-looking return
expectations.

The funded pension plan assets as of Decembe0238,&nhd 2012, by asset category, are as follows:

In thousands 2013 % 2012 %

Equity securitie: $ 85,60¢ 71% $ 64,56 63%
Debt securitie: 30,46( 25% 30,88: 30%
Other 4,53¢ 4% 6,72¢ 7%
Total plan asset $ 120,60« 10(% $ 102,17- 10(%

The current economic environment presents emplbgeefit plans with unprecedented circumstanceschalienges, which, in some cases
over the last several years, have resulted in ldegéines in the fair value of investments. ThHevalues presented have been prepared using
values and information available as of Decembe2813.

The following tables present the fair value measwmets of the assets in our funded pension plan:
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Quoted
Prices in
Active
Markets Significant
for Other Significant
Identical Observable Unobservable
December Assets Inputs Inputs
In thousands 31, 2013 (Level 1) (Level 2) (Level 3)
Equity securitie: $ 85,60¢ 85,60¢ $ (O 0
Debt securitie! 30,46( 30,46( 0 0
Other 4,53¢ 0 4 53¢ 0
Total $ 120,60« 116,06t $ 453t $ 0
Quoted
Prices in
Active Significant
Markets for Other Significant
Identical Observable Unobservable
December Assets Inputs Inputs
In thousands 31, 2012 (Level 1) (Level 2) (Level 3)
Equity securitie: $ 64,56¢ 64,56 $ 0 $ 0
Debt securitie! 30,88: 30,88: 0 0
Other 6,72¢ 6,58( 14¢€ 0
Total $ 102,17- 102,02t $ 148 $ 0

The investment policy for the frozen pension placuses on the preservation and enhancement obthasof the plan’s assets through
prudent asset allocation, quarterly monitoring enaluation of investment results, and periodic ingstwith investment managers.

The investment policy’s goals and objectives ammé®t or exceed the representative indices ovalt mérket cycle (3-5 years). The policy
establishes the following investment mix, whicliniended to subject the principal to an accepthadel of volatility while still meeting the

desired return objectives:

Acceptable Range

Benchmark Index

Target
Domestic Equitie: 50.(%
Large Cap Growtl 22.5%
Large Cap Valui 22.5%
Mid Cap Value 5.C%
Mid Cap Growth 0.C%
Domestic Fixed Incom 35.(%
International Equitie 15.(%

35%- 75%
15%- 30%
15%- 30%
5%- 15%
0%- 10%

15%- 50%
10%- 25%

S&P 500
Russell 1000 Growt
Russell 1000 Valu
Russell Mid Cap Valu
Russell Mid Cap Growt

LB Aggregate
MSC1 EAFE

The funded pension plan provides for investmenginous investment types. Investments, in genaralexposed to various risks, such as
interest rate, credit, and overall market volatitisk. Due to the level of risk associated withestments, it is reasonably possible that change
in the value of investments will occur in the neeam and may impact the funded status of the plemaddress the issue of risk, the investmer
policy places high priority on the preservatiorttod value of capital (in real terms) over a makatie. Investments are made in companies

with a minimum five-year operating history and
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sufficient trading volume to facilitate, under masrket conditions, prompt sale without severe maekfect. Investments are diversified;
reasonable concentration in any one issue, isswhrstry or geographic area is allowed if the ptsgémeward is worth the risk.

The following table presents the investments thptesented 5% or more of the funded pension plassts as of December 31, 2013 and
2012:

In thousands 2013 % 2012 %

LM Institutional Fund Advisors |, Inc. Western As€eore Plus $ 16,64: 14% $ 16,79: 15%
State Street Government STIF $ 14,41¢ 13%
PIMCO Total Return Fund Institutional Clz $ 13,817 11% $ 14,08¢ 13%

No value is shown for the State Street Governm@&if 35 investment as it did not meet the 5% thr&shdo December 31, 201

Investment managers are evaluated by the perfornainte representative indices over a full madyete for each class of assets. The
Pension Plan Committee reviews, on a quarterlyshb#s® investment portfolio of each manager, wincfudes rates of return, performance
comparisons with the most appropriate indices,cmparisons of each manageperformance with a universe of other portfolionagers the
employ the same investment style.

The expected future pension benefit payments ntxt ten years as of December 31, 2013 are lag/fol

In thousands

2014 $ 8,84¢
2015 9,08¢
2016 9,281
2017 9,52¢
2018 9,70%
201¢-2023 52,63:

$ 99,07¢

We also sponsor a 401(k) retirement plan in whiehmmatch a portion of employees’ voluntary befosedantributions. Under this plan, both
employee and matching contributions vest immedjat&lotal 401(k) expense recognized in 2013, 20422011 was $3.9 million, $4.0 milli
and $4.0 million, respectively.

Note G— Stockholders Equity

We paid a quarterly dividend of 8.5 cents per siraesach of the last three quarters of 2013. Asddividend of 8.5 cents per share paid in
the fourth quarter of 2012 was a one-time acceteralf the regular quarterly dividend we would havdinarily paid in the first quarter of
2013. We currently plan to pay a quarterly dividexf 8.5 cents per share in each quarter of 2Qflahugh any actual dividend declaration
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can be made only upon, and subject to, approvalioBoard of Directors, based on its business juefgm

During 2013, we repurchased 0.2 million sharesunfammmon stock for $1.7 million under our stocRurchase program that was publicly
announced in August 2012. Under this program aar8 of Directors has authorized us to spend $i@0 million to repurchase shares of
our outstanding common stock. As of December 8132we had authorization to spend $3.9 millionejourchase additional shares under thi
program.

During 2013, we received 52,555 shares of our comstock, with an estimated market value of $0.4iom) in connection with vesting of
unvested shares as shares are returned to treaguay for an awardee’s tax obligation.

Note H — Stock-Based Compensation

Compensation expense for stock-based awards id loasthe fair values of the awards on the datearfitgand is recognized on a straight-line
basis over the vesting period of the entire awaitthé “Labor” line of the Consolidated Statemerit€omprehensive Income (Loss). For the
years ended December 31, 2013, 2012 and 2011 ceeded total sto-based compensation expense of $5.6 million, $3ll®mand $3.5
million, respectively.

In May 2013 our stockholders approved the 2013 @omsincentive Plan (2013 Plan), pursuant to whiehmay issue up to 5.0 million shares
of stock-based awards to directors, employees ansuttants. The 2013 Plan replaced the stockhadproved 2005 Omnibus Incentive Plan
(2005 Plan), pursuant to which we issued equitysies to directors, officers and key employeB& additional stock-based awards will be
granted under the 2005 Omnibus Incentive Planatatrds previously granted under the 2005 Planresitlain outstanding in accordance with
their respective terms. The 2005 Plan in turnaepd the stockholder-approved 1991 Stock Option @891 Plan), pursuant to which we
issued stock options to directors, officers and &eyployees. No additional equity awards have lgeented under the 1991 Plan since the
effectiveness of the 2005 Plan. As of DecembefB13, there were 4.9 million shares available fangunder the 2013 Plan.

In July 2013 we granted equity awards to our negsident and Chief Executive Officer as a matendlcement to his acceptance of such
positions. These option, restricted stock andguerdnce unit awards (2013 CEO Plan) were not suédnior stockholder approval, and were
separately registered with the SEC and listed thighNY SE.

Stock Options

Under the 2013 CEO Plan, the option award was gdaat an exercise price equal to the market véltieeacommon stock on the grant date.
The options granted become exercisable in 25% riments on the first through fourth anniversariethefr date of grant, and expire on the t
anniversary of their date of grant. As of Decenfigr2013, options to purchase 0.4 million sharegevoutstanding under the 2013 CEO Plan
at an exercise price of $9.29 per share.

Under the 2013 Plan, all options have been andbeiljranted at exercise prices equal to the magtee of the common stock on the grant
date. All such options are exercisable in 25%edmneents on the first through fourth anniversarietheir date of grant, and expire on the tenth
anniversary of their date of grant. As of Decener2013, 2013 Plan options to purchase 60,00@&sheere outstanding with exercise prices
ranging from $7.96 to $8.85 per share.

All options under the 2005 Plan were granted aarcise prices equal to the market value of tirengon stock on the grant date. All 2005
Plan options granted prior to 2011 become exerl@sal?25% increments on the second through fifthieersaries of their date of grant and
expire on the tenth
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anniversary of their date of grant. All optionsugied in 2011, 2012 and 2013 become exercisal@Blfnincrements on the first through fourth
anniversaries of their date of grant, and expir¢hententh anniversary of their date of grant. oABecember 31, 2013, 2005 Plan options to
purchase 3.1 million shares were outstanding wittr@se prices ranging from $6.04 to $28.85 peresha

Under the 1991 Plan, options were granted at eseeqmiices equal to the market value of the comntmrk©n the grant date (1991 Plan marke
price options) and at exercise prices below theketaralue of the common stock (1991 Plan perforraaqtions). 1991 Plan market price
options became exercisable in 25% increments ordbend through fifth anniversaries of their ddtgrant and expire on the tenth anniver:
of their date of grant. As of December 31, 20111 Plan market price options to purchase 0.7 enilihares were outstanding with exercise
prices ranging from $22.03 to $25.63 per shard.reihaining 1991 Plan performance options wereased on or before January 2009.

All options granted under each of the four planst e full upon a change of control (as define@ath plan).

The following summarizes all stock option activityring the years ended December 31, 2013, 2012 @it
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Weighted-
Average
Weighted- Remaining Aggregate
Average Contractual Intrinsic
Number of Option Term Value

In thousands Shares Price (Years) (Thousands)
Options outstanding at December 31, 2 7,573,011 $ 15.8¢

Grantec 420,50( 11.6¢

Exercisec (118,25() 6.04 $ 717
Unvested options expire (363,199 11.15

Vested options expire (758,44() 18.1¢

Options outstanding at December 31, 2 6,753,62! $ 15.7¢

Grantec 970,50( 8.9¢

Exercisec (106,379 6.04 $ 297
Unvested options forfeite (798,31) 10.2¢

Vested options expire (1,712,81) 19.3:

Options outstanding at December 31, 2 5,106,62! $ 14.3:2

Grantec 1,138,60! 8.3C

Exercisec (151,879 6.04 $ 26¢
Unvested options forfeite (762,065 11.97

Vested options expire (1,085,58i) 13.47

Options outstanding at December 31, 2 4,24571. $ 13.6¢ 571 $ 80¢
Exercisable at December 31, 2( 2,299,36. $ 17.4¢ 3.7C $ 47¢

The aggregate intrinsic value at year end in théetabove represents the total pre-tax intrinsiagevéhat would have been received by the
option holders if all of the in-the-money optionen& exercised on December 31, 2013. The pre-tarsit value is the difference between the
closing price of our common stock on December 8132and the exercise price for each in-the-mondipp This value fluctuates with the
changes in the price of our common stock.

The following table summarizes information abowick&toptions outstanding at December 31, 2013:

Weighted- Weighted- Weighted-
Range of Average Average Average
Exercise Number Exercise Remaining Number Exercise
Prices Outstanding Price Life (Years) Exercisable Price
$ 0.00- 6.9¢ 352,000 $ 6.04 5.1C 249.87! $ 6.04
$ 7.00- 10.9¢ 1,657,100 $ 8.61 8.8¢ 209,12! $ 8.7C
$ 11.00- 11.9¢ 623,50( $ 11.9C 6.1(C 350,500 $ 11.9(
$ 12.00- 15.9¢ 498,50 $ 14.1¢ 5.52 375,25(  $ 14.71
$ 16.00- 24.4¢ 426,93 $ 21.7i 0.62 426,93 $ 21.7i
$ 24.50- 28.8¢ 687,67 $ 25.8¢ 1.7 687,67 $ 25.8¢
4,245,71. $ 13.6¢ 5.71 2,299,36. $ 17.4¢

The fair value of each option grant is estimatedhendate of grant using the Black-Scholes optidoipy model based on the following
weighted-average assumptions used for grants dafgag, 2012 and 2011:
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Year Ended December 31

2013 2012 2011
Expected term (in year 6.2 6.2% 6.2t
Expected stock price volatilit 46.5% 44.25% 39.76%
Risk-free interest rat 1.4%% 1.05% 2.4%
Expected dividend yiel 4.70% 3.41% 2.42%

Expected term is estimated using the simplifiedhoeét which takes into account vesting and conteddrm. The simplified method is being
used to calculate expected term instead of higtbeixperience due to a lack of relevant historitzdh resulting from changes in option vesting
schedules and changes in the pool of employeewmgg®ption grants. Expected stock price volgtils based on the historical volatility from
traded shares of our stock over the expected tdime. risk-free interest rate is based on the rhtezero-coupon U.S. Treasury instrument witt
a remaining term approximately equal to the exmktdem. Expected dividend yield is based on histbistock price movement and
anticipated future annual dividends over the exgaterm. Future annual dividends over the expdeted are estimated to range between
$0.34 and $0.44 per share, with a weighted-aveaagaal dividend of $0.39 per share.

The weighted-average fair value of options gramheding 2013, 2012 and 2011 was $2.35, $2.74 artb$Bespectively. As of December 31,
2013, there was $3.8 million of total unrecognizethpensation cost related to unvested stock optidhss cost is expected to be recognized
over a weighted average period of approximatel§ ¥éars.

Unvested Shares

Under the 2013 CEO Plan, unvested shares vestda #gual increments on the first three annivezsani their date of grant, or if sooner, upor
a change of control.

Under its terms, restricted shares granted un@e2®i3 Plan vest in three equal increments onittstetliree anniversaries of their date of grant
or if sooner, upon a change of control.

Under the 2005 Plan, the majority of unvested shgranted after 2010 vest in three equal increnmmthe first three anniversaries of their
date of grant. The remaining unvested shareseplant2011, 2012 and 2013 vest on the first ansaugrof their date of grant. Unvested
shares granted under the 2005 Plan also vest upbarge of control.

The following summarizes all unvested share agtigiiring 2013, 2012 and 2011:
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Weighted-
Average
Grant
Number of Date Fair
Shares Value
Unvested shares outstanding at December 31, 181,28t $ 11.0¢
Grantec 300,22 12.3]
Vested (53,677 15.0¢
Forfeited (8,499 11.9¢
Unvested shares outstanding at December 31, 419,34( $ 11.42
Grantec 332,11¢ 9.91
Vested (143,624 9.82
Forfeited (107,379 11.0¢
Unvested shares outstanding at December 31, 500,45 $ 10.9¢
Grantec 591,93: 8.0
Vested (297,379 11.01
Forfeited (108,969 8.94
Unvested shares outstanding at December 31, 686,04: $ 8.7z

The fair value of each unvested share is estimatetie date of grant as the closing market priceuofcommon stock on the date of grant. As
of December 31, 2013, there was $4.0 million dditahrecognized compensation cost related to uetglesdtares. This cost is expected to be
recognized over a weighted average period of ajpmately 1.95 years.

Performance Stock Units

Under the 2013 CEO Plan, performance stock unisidorm of share-based award similar to unvedtaces, except that the number of share
ultimately issued is based on our performance agajpecific performance goals at the end of a ddfjperiod. At the end of the performance

period (December 31, 2015), the number of sharatock issued will be determined by adjusting ugiv@rdownward from the maximum in a
range between 0% and 100%. Upon a change of ¢patrtstanding performance stock units will be paid at the 100% level.

Under the 2013 Plan and 2005 Plan, performancé stoits are a form of share-based award similamnteested shares, except that the numbe
of shares ultimately issued is based on our pedog®a against specific performance goals over atyear period. At the end of the
performance period, the number of shares of stemkeid will be determined by adjusting upward ormleard from the maximum in a range
between 0% and 100%. Upon a change of contradtauding performance stock units will be paid duha 100% level.

The following summarizes all performance stock awtivity during 2013, 2012 and 2011:
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Weighted-
Average
Grant-
Number of Date Fair
Shares Value
Performance stock units outstanding at Decembe2(@®10 24,25( % 14.9¢
Grantec 188,80( 11.3¢
Issued (19,200 11.3¢
Forfeited (24,25() 14.9¢
Performance stock units outstanding at Decembe2 @11 169,60( $ 11.3¢
Grantec 136,00( 8.8¢4
Issued 0 0.0C
Forfeited (65,900 10.1¢
Performance stock units outstanding at Decembe2 @112 239,70( $ 10.2¢
Grantec 333,00( 7.7¢€
Issued 0 0.0C
Forfeited 102,00() 9.84
Performance stock units outstanding at Decembe2@13 470,700 $ 8.5¢

The fair value of each performance stock unit isrested on the date of grant as the closing makiee of our common stock on the date of
grant, minus the present value of anticipated éindlpayments. Periodic compensation expense ésllmsthe current estimate of future
performance against specific performance goals atkree-year period and is adjusted up or dowadas those estimates. As of

December 31, 2013, there was $1.9 million of tatakcognized compensation cost related to perfocmatock units. This cost is expected to
be recognized over a weighted average period abappately 2.33 years

Note | — Commitments and Contingencies

At December 31, 2013, we had letters of credihsmamount of $7.7 million, $7.5 of which were issumder the 2013 Revolving Credit
Facility. No amounts were drawn against thesergtf credit at December 31, 2013. These lettiecsedit exist to support insurance
programs relating to workers’ compensation, autataa@nd general liability, as well as a real estdikgation.

In the normal course of our business, we are ofgicgander some agreements to indemnify our cliests result of claims that we infringe on
the proprietary rights of third parties. The teramsl duration of these commitments vary and, inesoases, may be indefinite, and certain of
these commitments do not limit the maximum amodritimure payments we could become obligated to nta&ee under; accordingly, our
actual aggregate maximum exposure related to tigpss of commitments cannot be reasonably estimdtéstorically, we have not been
obligated to make significant payments for obligas of this nature, and no liabilities have be@woréed for these obligations in our financial
statements.

We are also currently subject to various otherllpgaceedings in the course of conducting our lesses and, from time to time, we may
become involved in additional claims and lawsuitidental to our
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businesses. In the opinion of management, aftesudtation with counsel, none of these mattersiisently considered to be reasonably
possible of resulting in a material adverse effecbur consolidated financial position or resuftejgerations. Nevertheless, we cannot predict
the impact of future developments affecting ourddeg or future claims and lawsuits and any resotutif a claim or lawsuit within a particu
fiscal quarter may adversely impact our resultsperations for that quarter. We expense legabasincurred, and all recorded legal
liabilities are adjusted as required as betterrimfdion becomes available to us. The factors waidenwhen recording an accrual for
contingencies include, among others: (i) the opisiand views of our legal counsel; (ii) our pred@xperience; and (iii) the decision of our
management as to how we intend to respond to tiglkednts.

Note J— Leases

We lease real estate and certain equipment undeenaws lease agreements, most of which contain senesval options. The total rent
expense applicable to operating leases was $14i6rm$14.9 million and $17.6 million for the yeaended December 31, 2013, 2012 and
2011, respectively.

Step rent provisions and escalation clauses, naanaht improvements, rent holidays and other leaseessions are taken into account in
computing minimum lease payments. We recognizentinédmum lease payments on a straight-line basés the minimum lease term.

The future minimum rental commitments for all ncemcelable operating leases with terms in excess@fear as of December 31, 2013 a
follows:

In thousands

2014 $ 13,51
2015 8,87:
2016 5,65t
2017 4,457
2018 3,22(
Thereaftel 3,20¢

$ 38,92:

We also lease certain equipment and software wajstal leases. Our capital lease obligationsatynd were as follows:

In thousands 2013 2012

Current portion of capital leas $ 257 $ 36¢
Long-term portion of capital leas: 204 30z
Total capital lease obligatic $ 461 $ 671

The future minimum lease payments for all cap#abkks operating as of December 31, 2013 are awfoll
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In thousands

2014 $ 257
2015 97
2016 61
2017 32
2018 14
Thereaftel 0

§ a6l

Note K — Earnings Per Share

Basic earnings per share is computed on the bi#ig eveighted average number of shares of comnumk ®utstanding during the period.
Diluted earnings per share is computed on the lodisie weighted
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average number of shares of common stock plusfteet ®f dilutive potential common shares outstagdiluring the period using the treasury
stock method. Dilutive potential common shareduitée outstanding stock options and unvested shares.

Reconciliations of basic and diluted earnings ppars (EPS) are as follows:

In thousands 2013 2012 2011
Net Income
Income from continuing operatiol $ 24,44. % 35,3%¢ $ 42,06(
Income (loss) from discontinued operatic (11,077) (118,749 2,13¢
Net income (loss $ 13,37C $ (83,359 $ 44,19¢
Basic EPS
Weighted-average common shares outstanding ussatmings per share
computation 62,50¢ 62,88 63,17
Basic earnings (loss) per shi
Continuing operation $ 03¢ $ 0.5€¢ $ 0.67
Discontinued operatior (0.1¢) (1.89) 0.0:
Net income $ 021 $ (1.39) $ 0.7C
Diluted EPS
Shares used in diluted earnings per share compus 62,81: 63,14¢ 63,55:
Basic earnings (loss) per shi
Continuing operation $ 03¢ $ 0.5¢ $ 0.6€
Discontinued operatior (0.1¢) (1.8¢) 0.0:
Net income $ 0.21 $ (1.32) $ 0.7C
Computation of Shares Used in Earnings Per Share @aputations
Weightec-average common shares outstanc 62,50 62,88 63,17
Weighted-average common equivalent shares- dilaffext of stock options and
awards 30¢ 261 37¢
Shares used in diluted earnings per share compnus 62,81 63,14¢ 63,55:

For the purpose of calculating the shares useldeinliiuted EPS calculations, 4.2 million, 4.9 noifliand 5.4 million anti-dilutive options have
been excluded from the EPS calculations for thesyeaded December 31, 2013, 2012, and 2011, résggctThere were no anti-dilutive
unvested shares for the year ended December 33, 26d 0.1 million and 0.0 million for the yearsled December 31, 2012 and 2011,
respectively.

Note L — Comprehensive Income (LosS)

Comprehensive income (loss) for a period encompasseincome and all other changes in equity dtier from transactions with our
stockholders. Our comprehensive income (loss)asdsllows:
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Year Ended December 31

In thousands 2013 2012 2011
Net income (loss $ 13,37 $ (83,359 $ 44,19¢
Other comprehensive income (los
Adjustment to pension liabilit 36,92( (9,549 (17,177
Tax (expense) bene (14,76%) 3,81¢ 6,86¢
Adjustment to pension liability, net of t 22,15: (5,726 (10,309
Foreign currency translation adjustm (53€) 1,31¢ (1,339
Total other comprehensive income (lo 21,61¢ (4,41 (11,647
Total comprehensive income (lo: $ 34.98¢ $ (87,769 $ 32,55:

Note M — Selected Quarterly Data (Unaudited)

In thousands, 2013 Quarter Ended 2012 Quarter Ended
except per share amount: December 31  September 3( June 30 March 31 December 31  September 3( June 30 March 31
Revenue: $ 152,17¢ $ 134,97 $ 140,10! $ 132,35 $ 157,84t $ 140,99¢ $ 142,79 $ 139,45¢
Operating income (lost 12,48¢ 8,36( 12,41 9,40¢ 21,05¢ 15,59¢ 13,28: 12,73:
Income (loss) from

continuing operation 6,73¢ 4,451 6,93¢ 6,32( 12,09¢ 8,86¢ 7,62¢ 6,80:
Income (loss) from

discontinued operatiol (16¢) (12,629 1,37: 34¢ (1,407 (6) (117,33) (20
Net income (loss 6,56¢ (8,179 8,30¢ 6,66¢ 10,69¢ 8,86 (109,709 6,797

Basic earnings (loss) pe
share:

Continuing operation  $ 011 $ 007 $ 011 $ 0.1C $ 0.1¢ $ 014 % 01z $ 0.11
Discontinued

operations (0.09) (0.20) 0.0z 0.01 (0.02) 0.0C (1.86) 0.0C
Net income (loss $ 0.1C $ (0.17) $ 0.1: $ 0.11 $ 0.17 $ 014 $ (1749 $ 0.11

Diluted earnings (loss)

per share

Continuing operation  $ 0.11 $ 0.07 $ 0.11 $ 0.1C $ 0.1¢ $ 012 $ 0.1z $ 0.11
Discontinued

operations (0.0 (0.20) 0.0z 0.01 (0.02) 0.0C (1.8€) 0.0C
Net income (loss $ 01C $ (0.15) $ 0.1 $ 011 $ 017 $ 014 $ (1.7H $ 0.11

Earnings per common share amounts are computegeéndently for each of the quarters presented. efbes, the sum of the quarterly
earnings per share amounts may not equal the glyartt income earnings per share amounts or thaalrearnings per share amounts.

Note N— Discontinued Operations

We sold the assets of our Florida Shoppers opasatm Coda Media Corp. on December 31, 2012 fasggpooceeds of approximately $2.0
million in the form of a secured promissory notghject to working capital adjustments. This tramise resulted in a loss on the sale of $2.7
million, net of $2.1 million of income tax benefihe promissory note, which is secured by thetasgeich were sold, includes an interest rats
of 2.5% per annum and is structured to make guampayments of interest until maturity. In SeptemB013, the maturity date was extended
from December 31, 2013 to June 30, 2014. Duentanaber of factors that put the collectability of thote in doubt, we have fully reserved the
amount of this note receivable. These factoraithelthe lack of cash paid at the date of the #adestructure and length of the note, and
historical and projected cash flows from the sgddrations. This reserve was included in the catmn of the loss on the sale.

We sold the assets of our California Shoppers dpasato affiliates of OpenGate Capital Managemkh€ (“OpenGate”) on September 27,
2013 for gross proceeds of approximately $22.5anilin cash. In addition, OpenGate agreed to assigriein liabilities associated with the
Shoppers division. This transaction resulted ioss lon the sale of $12.4 million, net of $9.0 milliof income tax benefit. This loss on sale

includes transaction costs of approximately $2 foni
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Because the Shoppers operations represented distisioess units with operations and cash flowsdha clearly be distinguished, both
operationally and for financial purposes, from st of Harte Hanks, the results of the Shoppeesatjpns are reported as discontinued

operations for all periods presented.
Results of the remaining Harte Hanks marketingises/business are reported as continuing operations

Summarized operating results for the Shoppers disaged operations, through the dates of dispasalas follows:

Year Ended December 31

In thousands 2013 2012 2011
Revenue: $ 140,83: $ 222,73t $ 236,49!
Income (loss) from discontinued operations beforpairment charges and incor

taxes 2,50¢ 344 5,43¢
Impairment of goodwill and other intangible asdetfore income taxe 0 (165,33f) 0
Loss on sale before income ta: (21,407) (4,869) 0
Income tax benefit (expens 7,82z 51,10¢ (3,29
Income (loss) from discontinued operatic $ (11,07) $ (118,74 $ 2,13¢

Summarized balance sheet data for the Shoppersntiisaed operations are as follows:

December 31

In thousands 2013 2012

Current assel $ 0 3 20,48¢
Property, plant, and equipme 0 17,88(
Goodwill and other intangible ass: 0] 10,55:
Other asset 0 84
Total asset 0 49,00
Current liabilities 0] 10,29:
Other liabilities 0 272
Total liabilities 0 10,56¢
Net assets of discontinued operati $ 0 % 38,43

The major components of cash flows for the Shopgisontinued operations are as follows:
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Year Ended December 31

In thousands 2013 2012 2011

Gain (Loss) from discontinued operatic $ (11,07) $ (118,749 $ 2,13¢
Impairment of goodwill and other intangible ass — 165,33t —
Loss on sali 12,35¢ 2,71¢ —
Deferred Income Taxe 10,59« (39,239 (80)
Depreciation and software amortizati 2,59: 5,06: 5,201
Other, ne 2,61¢ 4,72¢ (15,55()
Net cash provided by (used in) discontinued opena $ 17,08¢ $ 19,85¢ $ (8,29))
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INDEX TO EXHIBITS

We are incorporating certain exhibits listed beloyweference to other Harte Hanks filings with 8erurities and Exchange Commission,
which we have identified in parentheses after eguglicable exhibit.

Exhibit
No. Description of Exhibit

Acquisition and Dispositions

2.1 Asset Purchase Agreement, dated September 18, BpEBd among Harte-Hanks Shoppers, Inc., Sout@emprint Co. and
HarteHanks, Inc., on the one hand, and Pennysaver USAsRing, LLC, Pennysaver USA Printing, LLC, Orhiteroperties
LLC and OpenGate Capital Management, LLC, on themihand (filed as Exhibit 2.1 to the Company’srf@&-K dated
September 19, 201z

Charter Documents

3@) Amended and Restated Certificate of Incorporat®araended through May 5, 1998 (filed as Exhibi} &e¢he Company’s
Form 1(-Q for the six months ended June 30, 19

3(b) Fourth Amended and Restated Bylaws (filed as ExBildi to the Compar's Form +K dated September 4, 201
Credit Agreements

10.1(a) Term Loan Agreement by and between Harte-Hanks alnd Wells Fargo Bank, N.A, as administrative agaéated March 7,
2008 (filed as Exhibit 10.1 to the Comp/'s Form K dated March 7, 2008

10.1(b) Amended and Restated Credit Agreement, dated Asgfst 8, 2013, between Harte-Hanks, Inc., eactidefrom time to
time party thereto, and Bank of America, N. A.adsinistrative agent (filed as Exhibit 10.1 to @empany’s Form 8-K,
dated August 12, 201z

10.1(c) First Amendment to Term Loan Agreement dated asugfust 12, 2010 between Harte-Hanks, Inc., and 8\redrgo Bank, N.
A., as Administrative Agent (filed as Exhibit 1ad@the Compar’s Form &K, dated August 12, 201(

10.1(d) Term Loan Agreement dated as of August 16, 201ddmmt Harte-Hanks, Inc., each lender from timert@tparty thereto,
and Bank of America, N. A., as administrative agéitéd as Exhibit 10.1 to the Company’s Form 8elated August 16,
2011).

10.1(e) First Amendment to Revolving Credit Agreement daieaf August 16, 2011 Between Harte-Hanks, Irachdender from

time to time party thereto, and Bank of AmericaA\.as administrative agent (filed as Exhibit 1@2he Company’s
Form ¢-K, dated August 16, 2011
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10.1(f)

10.1(g)

Second Amendment to Term Loan Agreement dated As@giist 16, 2011 Between Harte-Hanks, Inc., eastidefrom time
to time party thereto and Wells Fargo Bank, N.&.administrative agent (filed as Exhibit 10.3 te @ompany’s Form 8-K,
dated August 16, 2011

First Amendment to Term Loan Agreement, dated asugfust 8, 2013, between Hattanks, Inc., each Subsidiary Guarai
(as defined in the Existing Term Loan Agreemerdghelender from time to time party thereto, andiBahAmerica, N.A., as
administrative agent (filed as Exhibit 10.2 to @empan’s Form &K, dated August 12, 2012

Management and Director Compensatory Plans and Forsiof Award Agreements

10.2(a)

10.2(b)

10.2(c)

10.2(d)

10.2(e)

10.2(f)

10.2(g)

10.2(h)

10.2(i)

10.2(j)

Harte-Hanks, Inc. Restoration Pension Plan (As Adedrand Restated Effective January 1, 2008) (i@ xhibit 10.1 to the
Compan’s Form K dated June 27, 200¢

Harte-Hanks, Inc. Deferred Compensation Plan (A®Aded and Restated Effective January 1, 2008 (iteExhibit 10.3 to
the Compan’'s Form 1-K dated June 27, 200¢

Harte-Hanks Communications, Inc. 1996 Incentive @ensation Plan (filed as Exhibit 10(p) to the CompsForm 10Q for
the six months ended June 30, 19!

Harte-Hanks, Inc. Amended and Restated 1991 Statio®Plan (filed as Exhibit 10(g) to the Compantaem 10-Q for the
six months ended June 30, 19¢

Form of Non Qualified Stock Option Agreement forgayees granted under the Amended and RestatedSi@8k Option
Plan (filed as Exhibit 10(i) to the Compés Form 1K for the year ended December 31, 20(

Form of Non Qualified Stock Option Agreement foreditors granted Under the Amended and Restated 3@2k Option
Plan (filed as Exhibit 10(j) to the Comp¢'s Form 1K for the year ended December 31, 20(

HarteHanks, Inc. 2005 Omnibus Incentive Plan (As Amenaled Restated Effective February 13, 2009) (filed=hibit 10.1
to the Compar’s Form K dated February 13, 200¢

Amendment to Harte-Hanks, Inc. 2005 Omnibus Ineerfilan, dated as of May 12, 2009 (incorporatecefsrence to
Exhibit 4.4 to Hart-Hanks Registration Statement on For-8, filed on May 12, 2009

Form of 2005 Omnibus Incentive Plan I-Qualified Stock Option Agreeme
(filed as Exhibit 10.2(i) to the Compé's Form 1+-K dated March 7, 2012

Form of 2005 Omnibus Incentive Plan Bonus Stockeggrent (filed a
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10.2(K)

10.2(l)

10.2(m)

10.2(n)

10.2(0)

10.2(p)

10.2(q)

10.2()

10.2(s)

10.2(t)

10.2(t)

Exhibit 10.2(j) to the Compar's Form 1-K dated March 7, 2012

Form of 2005 Omnibus Incentive Plan Restricted S#oward Agreement (filed as Exhibit 10.2(k) to tiempany’s Form 10-
K dated March 7, 2012

Form of 2005 Omnibus Incentive Plan Performancd Bwiard Agreement (filed as Exhibit 10.2(I) to tBempany’s
Form 1(-K dated March 7, 2012

Summary of Non-Employee Directors’ Compensatiogl(ided within the company’s Schedule of 14A protatement filed
April 15, 2013).

Harte-Hanks, Inc. 2013 Omnibus Incentive Plan dfées Annex A to the company’s Schedule 14A proagestent filed
April 15, 2013).

Form of 2013 Omnibus Incentive Plan Non-Qualifiedc® Option Agreement (filed as Exhibit 10.4 to Bempany’s
Registration Statement on Forr-8 dated June 7, 201

Form of 2013 Omnibus Incentive Plan Restricted Stoward Agreement (General) (filed as Exhibit 1@the Company’s
Registration Statement on Forr-8 dated June 7, 201:

Form of 2013 Omnibus Incentive Plan Restricted S#oward Agreement (Director) (filed as Exhibit 1G®the Company’s
Registration Statement on Forr-8 dated June 7, 201

Form of 2013 Omnibus Incentive Plan Performance Bwiard Agreement (filed as Exhibit 10.3 to the Guany’s
Registration Statement on Forr-8 dated June 7, 201:

Form of Non-Qualified Stock Option Agreement betwélee Company and Robert A. Philpott (filed as Bihi0.2 to the
Compan’s &K dated June 11, 201:

Form of Restricted Stock Award Agreement betweenGbmpany and Robert A. Philpott (filed as Exhilfit3 to the
Compan’s &K dated June 11, 201:

Form of Performance Unit Award Agreement betweenGompany and Robert A. Philpott (filed as Exhilfit4 to the
Compan’s &K dated June 11, 201:

Executive Officer Employmen-Related and Separation Agreement

10.3(a)

10.3(b)

10.3 (c)

Form of Change of Control Severance Agreement lextwliee Company and its Corporate Officers (filedEalibit 10.1 to thi
Compan’s Form K, dated March 15, 2011

Form of Employment Restrictions Agreement signedhgyCorporate Officers of the Company (filed asiBit 10.3 to the
Compan’s Form K dated March 15, 2011

Transition and Consulting Agreement, dated as lyf b, 2011,
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10.3 (d)

10.3 (e)

10.3 (f)

10.3 (g)

10.3 (h)

Other Exhibits
*21

*23

*31.1

*31.2

*32.1

*32.2

*101

Between the Company and Peter E. Gorman (filedxasbl 10.1 to the Compar's Form K dated July 26, 2011

Transition Agreement dated July 30, 2012 betweerQbmpany and Gary J. Skidmore (filed as Exhibi2 16 the Compang
8-K dated August 2, 201:

Form of Indemnification Agreement for Directors afficers (filed as Exhibit 10.1 to the Company*&lated August 2,
2012)

Retirement & Consulting Agreement between the Com@and Larry D. Franklin dated June 7, 2013 (fdesdExhibit 10.5 to
the Compan’s &-K dated June 11, 201z

Employment Agreement between the Company and Raébéthilpott dated June 8, 2013 (filed as Exhil@itllto the
Compan’s &K dated June 11, 201:

Form of Severance Agreement between the Compangextain of its officers (filed as Exhibit 10.6ttee Company’s 8-K
dated June 11, 201:

Subsidiaries of the Compar

Consent of KPMG LLP, Independent Registered Pukticounting Firm.

Certification of Chief Executive Officer pursuant$ection 302 of the Sarba-Oxley Act of 2002
Certification of Chief Financial Officer pursuaot $ection 302 of the Sarba-Oxley Act of 2002

Furnished Certification of Chief Executive Offiqaursuant to 18 U.S.C Section 1350, as adopted gnt$o Section 906 of
the Sarban«+Oxley Act of 2002

Furnished Certification of Chief Financial Offigeursuant to 18 U.S.C Section 1350, as adopted autrsa Section 906 of tl
Sarbane-Oxley Act of 2002

XBRL Interactive Data Files

*Filed or furnished herewith, as applicable




SUBSIDIARIES OF HARTEHANKS, INC.

As of December 31, 2013

Jurisdiction of

Exhibit 21

Name of Entity Organization % Owned
Aberdeen Group, In Massachuseti 10C%
Global Address Lt United Kingdom 10C%(1)
Harte-Hanks Belgium NV Belgium 10C%(2)
Harte-Hanks Data Services LL Maryland 10C%
Harte-Hanks Data Technologies, Ir Delaware 10C%
Harte-Hanks Direct, Inc New York 10C%(10)
Harte Hanks Direct Marketing/Baltimore, Ir Maryland 10C%
Harte-Hanks Direct Marketing/Cincinnati, In Ohio 10C%
Harte-Hanks Direct Marketing/Dallas, In Delaware 10C%(12)
Harte-Hanks Direct Marketing/Fullerton, In California 10C%
Harte-Hanks Direct Marketing/Jacksonville, LL Delaware 10C%(8)
Harte-Hanks Direct Marketing/Kansas City, LL Delaware 10C%(7)
Harte-Hanks do Brazil Consultoria e Servicos Lt Brazil 10C%(5)
Harte-Hanks Florida, Inc Delaware 10C%
Harte-Hanks Global Address Limite United Kingdom 10C%(9)
Harte-Hanks Logistics, LLC Florida 10C%(8)
Harte-Hanks Market Intelligence, In California 10C%
Harte-Hanks Market Intelligence Espana LI Coloradao 10C%
Harte-Hanks Market Intelligence Europe B. Netherlands 10C%
Harte-Hanks Market Intelligence Gmb Germany 10C%(4)
Harte-Hanks Market Intelligence SA France 10C%(4)
Harte-Hanks Philippines, Inc Philippines 10C%
Harte-Hanks Print, Inc New Jerse! 10C%
Harte-Hanks Pty. Limitec Australia 10C%(3)
Harte-Hanks Response Management/Austin, Delaware 10C%(12)
Harte-Hanks Response Management/Boston, Massachuseti 10C%
Harte-Hanks Shoppers, In California 10C%
Harte-Hanks SRL Romania 10C%(9)
Harte-Hanks Stock Plan, In Delaware 10C%
Harte-Hanks Strategic Marketing, In Delaware 10C%(3)
Harte-Hanks STS, Inc Delaware 10C%
Harte-Hanks Teleservices, LL Delaware 10C%(6)
Harte-Hanks Trillium Software Germany Gmk Germany 10C%(11)
Harte-Hanks Trillium UK Limited United Kingdom 10C%(9)
Harte-Hanks UK Limited United Kingdom 10C%(3)
Harte Hanks Database Solutions UK Limi England and Wale 10C%(9)
Mason Zimbler Limitec England and Wale 10C%(9)
NSO, Inc. Ohio 10C%
Sales Support Services, I New Jerse! 10C%
Southern Comprint Cc California 10C%
S&D Marketing Limited England and Wale 10C%(13)

(1) Owned by Hart-Hanks Global Address Limite

(2) 99.84% Owned by Har-Hanks, Inc.
0.16% Owned by Har-Hanks Direct, Inc

(3) Owned by Hart-Hanks Data Technologies, Ir

(4) Owned by Hart-Hanks Market Intelligence Europe B.

(5) 99.999% Owned by Har-Hanks Data Technologies, Ir
.001% Owned by Har-Hanks Stock Plan, In

(6) Owned by Hart-Hanks Direct, Inc
(7) Owned by Sales Support Services,
(8) Owned by Hart-Hanks Florida, Inc
(9) Owned by Hart-Hanks UK Limited
(10) Owned by Hart-Hanks Print, Inc

(11) Owned by Hart-Hanks Market Intelligence Gmb

(12) Owned by Hart-Hanks Stock Plan, In
(13) Owned by Mason Zimbler Limite




Exhibit 23
Consent of Independent Registered Public Accourking

The Board of Directors
Harte-Hanks, Inc.:

We consent to the incorporation by reference inrégéstration statements (Nos. 033-54303, 333-0,3833-30995, 333-63105, 333-41370,
333-90022, 333-127993, 333-159151, and 333-18946Form S-8 of Hartétanks, Inc. of our report dated March 10, 2014 wetspect to th
consolidated balance sheets of Harte-Hanks, Intsahsidiaries as of December 31, 2013 and 20tthenrelated consolidated statements o
comprehensive income (loss), changes in equitycast flows for each of the years in the three-pesiod ended December 31, 2013, and th
effectiveness of internal control over financighoeting as of December 31, 2013, which report appieethe December 31, 2013 annual repor
on Form 10-K of Harte-Hanks, Inc.

/s/ KPMG LLP

San Antonio, Texas
March 11, 2014




Exhibit 31.1

CERTIFICATION PURSUANT TO SECTION 302 OF THE SARBA$-OXLEY ACT OF 2002

I, Robert A. Philpott, President and Chief Execaitdfficer of Harte-Hanks, Inc. (the “Company”), tifgrthat:

1.

2.

| have reviewed this annual report on Form 10-khef Company;

Based on my knowledge, this report does not coraynuntrue statement of a material fact or ométate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

The registrant’s other certifying officers and ¢ aesponsible for establishing and maintainingld&ae controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag @defined in Exchange Act Rules
13a-15(f) and 15d-15(f) for the registrant and have

a) Designed such disclosure controls and proceduresused such disclosure controls and procedutes tiesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhsubsidiaries, is made known to u
others within those entities, particularly duriig teriod in which this report is being prepared;

b) Designed such internal control over financial réipgr, or caused such internal control over finaheaorting to be designed under
our supervision, to provide reasonable assurargadang the reliability of financial reporting atfte preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

c) Evaluated the effectiveness of the registrant’sldgire controls and procedures and presentedsimgport our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

d) Disclosed in this report any change in the registsanternal control over financial reporting thatcurred during the registrant’s
fourth fiscal quarter that has materially affectedis reasonable likely to materially affect, tegistrant’s internal control over
financial reporting; and

The registrant’s other certifying officers and Mealisclosed, based on our most recent evaluafiorieznal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a) All significant deficiencies and material weaknessethe design or operation of internal contra¢iofinancial reporting which are
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

b) Any fraud, whether or not material, that involveamagement or other employees who have a significéain the registrant’s
internal control over financial reporting.

March 11, 201« /s/ Robert A. Philpot

Date Robert A. Philpot
President and Chief Executive Offic




Exhibit 31.2

CERTIFICATION PURSUANT TO SECTION 302 OF THE SARBA$-OXLEY ACT OF 2002

I, Douglas C. Shepard, Executive Vice President@nigf Financial Officer of Harte-Hanks, Inc. (tt@ompany”), certify that:

1.

2.

| have reviewed this annual report on Form 10-khef Company;

Based on my knowledge, this report does not coraynuntrue statement of a material fact or ométate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

The registrant’s other certifying officers and ¢ aesponsible for establishing and maintainingld&ae controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag @defined in Exchange Act Rules
13a-15(f) and 15d-15(f) for the registrant and have

a) Designed such disclosure controls and proceduresused such disclosure controls and procedutes tiesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhsubsidiaries, is made known to u
others within those entities, particularly duriig teriod in which this report is being prepared;

b) Designed such internal control over financial réipgr, or caused such internal control over finaheaorting to be designed under
our supervision, to provide reasonable assurargadang the reliability of financial reporting atfte preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

c) Evaluated the effectiveness of the registrant’sldgire controls and procedures and presentedsimgport our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

d) Disclosed in this report any change in the registsanternal control over financial reporting thatcurred during the registrant’s
fourth fiscal quarter that has materially affectedis reasonable likely to materially affect, tegistrant’s internal control over
financial reporting; and

The registrant’s other certifying officers and Mealisclosed, based on our most recent evaluafiorieznal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a) All significant deficiencies and material weaknessethe design or operation of internal contra¢iofinancial reporting which are
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

b) Any fraud, whether or not material, that involveamagement or other employees who have a significéain the registrant’s
internal control over financial reporting.

March 11, 201« /s/ Douglas C. Shepa

Date Douglas C. Shepal
Executive Vice President ai
Chief Financial Office




Exhibit 32.1

CERTIFICATION PURSUANT TO 18 U.S.C SECTION 1350, ADOPTED
PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACTF2002

I, Robert A. Philpott, President and Chief Execaitdfficer of Harte-Hanks, Inc. (the “Company”), @by certify that the accompanying report
on Form 10-K for the year ended December 31, 20ti3¥iged with the Securities and Exchange Commissio the date hereof pursuant to
Section 13 or Section 15(d) of the Securities ErgleaAct of 1934 (the “Report”) by the Company futlymplies with the requirements of
those sections.

| further certify that, based on my knowledge, itifermation contained in the Report fairly preseimsall material respects, the financial
condition and results of operations of the Company.

March 11, 201« /s/ Robert A. Philpot
Date Robert A. Philpot
President and Chief Executive Offic

Note: This certification accompanies the Reporspant to Section 906 of the Sarbe-Oxley Act of 2002 and shall not, except to thesext
required by the Sarbanes-Oxley Act of 2002, be @ekfited by the Company for purposes of Sectionflie Securities Exchange Act of
1934, as amended.




Exhibit 32.2

CERTIFICATION PURSUANT TO 18 U.S.C SECTION 1350, ADOPTED
PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACTF2002

I, Douglas C. Shepard, Executive Vice President@hniéf Financial Officer of Harte-Hanks, Inc. (tf@ompany”), hereby certify that the
accompanying report on Form 10-K for the year erldedember 31, 2013 and filed with the Securitie Brxchange Commission on the date
hereof pursuant to Section 13 or Section 15(dhefSecurities Exchange Act of 1934 (the “Repory’ttiee Company fully complies with the
requirements of those sections.

| further certify that, based on my knowledge, itifermation contained in the Report fairly preseimsall material respects, the financial
condition and results of operations of the Company.

March 11, 201« /s/ Douglas C. Shepa
Date Douglas C. Shepai
Executive Vice Presidel
and Chief Financial Office

Note: This certification accompanies the Reporspant to Section 906 of the Sarbe-Oxley Act of 2002 and shall not, except to thesext
required by the Sarbanes-Oxley Act of 2002, be @ekfited by the Company for purposes of Sectionflie Securities Exchange Act of
1934, as amended.




