Risk Factors Comparison 2024-04-01 to 2023-03-31 Form: 10-K

Legend: New Text Remeved-Fext-Unchanged Text Moved Text Section

This section discusses the most significant factors that could affect our business, results of operations and financial
condition, including the price of our common stock. You should carefully consider the following risks, which represent
the material risk factors that affect the Company and are known to the Company at this time, as well as the other
information contained in this Annual Report on Form 10- K in evaluating our company and our common stock. The
risks described below are not the only ones we face. Additional risks not presently known to us or that we currently
deem immaterial may also adversely affect our business, results of operations, or financial condition. We have grouped
these risk factors into three categories: ¢ Risks related to our business and how we operate; ¢ Risks related to
cybersecurity and technology; * Risks related to our capital structure and common stock. Risks Related to our Business
and How we Operate Most of our client engagements are cancellable on short notice. The marketing services we offer, in
particular for contact center services, are generally terminable upon short notice by our clients, even if the term of the
agreement (and the expected duration of services) is several or many years. Many of our customer agreements do not
have minimum volume, revenue requirements or exclusivity arrangements, so clients may (and do) vary their actual
orders from us over time based on their own business needs, their satisfaction with the quality and pricing of our
services, and a variety of other competitive factors. In addition, the timing of particular jobs or types of jobs at particular
times of year (such as mail programs supporting the holiday shopping season or contact center programs supporting a
specific event) may cause significant fluctuations in the operating results of our operations in any given quarter. A large
portion of our revenue is generated from a limited number of clients. The loss of a client or significant work from one or
more of our clients could adversely affect our business. Our largest client (measured in revenue) generated 42-11 . 2 % of
total revenues in 2822-2023 and represented 43-11 . 8-2 % of total accounts receivable as of December 31, 2022-2023 .
Approximately 72-71 . 5-7 % of our revenue for 2622-2023 was generated by our 25 largest clients. While we typically have
multiple projects with our largest customers which would not all terminate at the same time, the loss of one or more of our larger
clients or even a single project or contract with one of our largest clients could adversely affect our business, results of
operations, and financial condition if the lost revenues are not replaced with profitable revenues from that client or other clients.
Our industry is subject to intense competition and dynamic changes in business model, which in turn could cause our
operations to suffer. The B2B services industry is highly competitive, hlghly fragmented and subject to rapld change
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than the services we offer or develop, the demand orfor deeper-our services may decrease. Specialized providers or new
entrants can enter our markets by developing new systems or services that could impact our business. The opportunity
for new entrants in our industry may expand as digital engagement and offerings than-us-increase in importance . Our
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market share gain by our competitors, which could have an adverse effect on our revenue. Some emerging technologies,
such as AL, Robotic Process Automation, Machine Learning, Voice of the Customer, Interactive Voice Response, and
Internet of Things, may cause an adverse shift in the way certain of our existing business operations are conducted,
including by replacing human contacts with automated our— or self- service options, or by decreasing the size of the
available market. We also expect our competitors to continue to improve their technology infrastructure, including with
the use of AI and machine learning solutions, to interact with clicnts and prospects, automate their services, process and
analyze large amounts of data and grow their customer base. Our ability to eurrentinnovate or-our futare-eompetitors-own
technology infrastructure and appropriately grow our CX solutions offerings using these tools (and predicting the next



generation of such tools) will affect our ability to compete. We may be unsuccessful at anticipating or responding to new
developments on a timely and cost- effective basis, and our use of technology may differ from accepted practices in the
marketplace. Certain of our solutions may require lengthy and complex implementations that can be subject to changing
client preferences and continuing changes in technology, which can increase costs or adversely affect our business .
Current and future competitors may have significantly greater financial and other resources than we do, and they may sell
competing services at lower prices or at lower profit margins, resulting in pressures on our prices and margins. The size of our
competitors varies widely across vertical markets and service lines. Some of our competitors have significantly greater financial,
technical, marketing, and other resources than we do in one or all of our market segments. As a result, our competitors may be in
a position to respond more quickly than we can to new or emerging technologies, methodologies, and changes in customer
requirements, or may devote greater resources than we can to the development, promotion, sale, and support of innovative
products and services. Moreover, new competitors or alliances among our competitors may emerge and potentially reduce our
market share, revenue, or margins. Some of our competitors also may choose to sell products or services that compete with ours
at lower prices by accepting lower margins and prefitability-prefits or may be able to sell products or services that compete with
ours at lower prices given proprietary ownership of data, technical superiority, a broader or deeper product or experience set,
greater capital resources or economies of scale. Price reductions or pricing pressure by our competitors could negatively impact
our margins and results of operations and could also harm our ability to retain clients or obtain new customers on favorable
terms. Competitive pricing pressures tend to increase in difficult or uncertain economic environments, due to reduced marketing
expenditures of many of our clients and prospects, and the-resulting-in turn negatively impact efr-the competitive business
environment for marketing service providers such as our company. We must maintain technological competitiveness,
continually improve our processes, and develop and introduce new services in a timely and cost- effective manner. We believe
that our success depends on, among other things, maintaining technological competitiveness in our products, processing
functionality, and software systems and services. Technology changes rapidly as makers of computer hardware, network
systems, programming tools, computer and data architectures, operating systems, database technology, and mobile devices
continually improve their offerings. Advances in information technology may result in changing client preferences for products
and product delivery channels in our industry. The increasingly sophisticated requirements of our clients require us to
continually improve our processes and provide new products and services in a timely and cost- effective manner (whether
through development, license, or acquisition). We may be unable to successfully identify, develop, and bring new and enhanced
services and products to market in a timely and cost- effective manner, such services and products may not be commercially
successful, and servrces products and technologies developed by others may render our servrces and products noncompetltrve
or obsolete - : vhave-ana w ;

Our success depends on our abrhty to
consrstently and effectlvely deliver our services to our clients. Our success depends on our ability to effectively and consistently
staff and execute client engagements within the agreed upon time frame and budget. Depending on the needs of our clients, our
engagements may require customization, integration, and coordination of a number of complex product and service offerings
and execution across many facilities. Moreover, in some of our engagements, we rely on subcontractors and other third parties to
provide some of the services to our clients, and we cannot guarantee that these third parties will effectively deliver their services,
that we will be able to easily suspend work with contractors that are not performing adequately, or that we will have adequate
recourse against these third parties in the event they fail to effectively deliver their services as we are generally responsible for
the work of these sub- contractors . Other contingencies and events outside of our control may also impact our ability to
provide our products and services, such as pandemics or other national or global health crisis or severe weather events that could
disrupt our delivery networks. Our failure to effectively and timely staff, coordinate, and execute our client engagements may
adversely impact existing client relationships, the amount or timing of payments from our clients and our reputation in the
marketplace as well as our ability to secure additional business and our resulting financial performance. In addition, our
contractual arrangements with our clients and other customers may not provrde us with sufficient protections against claims for
lost profits or other claims for damages. We have-experieneed;-and-may experience in the future, reduced demand for our
products and services due to the financial condition and marketing budgets of our clients and other factors that may impact the
industry verticals that we serve. Marketing budgets are largely discretionary in nature, and as a consequence are easier to reduce
in the short- term than other expenses. Our customers have in the past, and may in the future, respond to their own financial
constraints £, whether caused by weak economic conditions, weak industry performance or client- specific 1sstesy
circumstances, by reducing their marketing spend. For instance, in light of the current inflationary environment and increased
cost of capital due to rising interest rates, our customers may reduce the amount of services we provide to them, for among other
reasons, to preserve liquidity. Customers may also be slow to restore their marketing budgets to prior levels during an economic
recovery and may respond similarly to adverse economic conditions in the future further-exaeerbating-the-risk-. Our revenues
are dependent on national, regional, and international economies and business conditions. A long- lasting economic recession,
regardless of the cause, or anemic recovery in the markets in which we operate could have material adverse effects on our
business, financial position, or operating results. Similarly, industry or company- specific factors may negatively impact our
clients and prospective clients, and in turn result in reduced demand for our products and services, client insolvencies, collection



difficulties or bankruptcy preference actions related to payments received from our clients. We may also experience reduced
demand as a result of consolidation of clients and prospective clients in the industry verticals that we serve. We must effectively
manage our costs to be successful. If we do not achieve our cost management objectives, our financial results could be adversely
affected. Our business plan and expectations for the future require that we effectively manage our cost structure, including our
operating expenses and capital expenditures across our operations. In 2049-2023 , our management team yalong-with-members
efthe Beard,-formed a project eemmittee-team focused on cost- saving initiatives and other restructuring efforts. The eommittee
reviewed-program named Project Elevate created and changed processes in cach of our business segments aﬁd-to
transform et-her——— the opemtlonal : y
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security of their ddtd may prevent or 1mpau our ability to offer our ploduuts and services. Various local natlonal and
international regulations, as well as industry standards, give consumers varying degrees of control as to how personal data is
collected, used, and shared for marketing purposes. If, due to privacy, security, or other concerns, consumers exercise their
ability to prevent or limit such data collection, use, or sharing, it may impair our ability to provide direct marketing services for
those consumers and limit our clients’ demand for our services. Additionally, privacy and security concerns may limit
consumers’ willingness to voluntarily provide data to our clients or marketing companies. Some of our services depend on
voluntarily provided data. For instance, we believe that one of the most attractive offerings of our Marketing Services segment is



the provision of data- analytics to our clients. However, the ability to provide such services is at least in part dependent on the
ability to collect large volumes of voluntarily provided data. If there is a significant shift in consumer behavior or governmental
regulations were to inhibit our ability to collect large amounts of this type of data, our ability to provide meaningful data
analytics to our clients would likely be impaired . 111f we do not prevent security...... and handle such sensitive or confidential
information . If our facilities are damaged, or if we are unable to access and use our facilities, our business and results of
operations will be adversely affected. Our operations rely on the ability of our employees to work at specially equipped facilities
to perform services for our clients. Although we have some excess capacity and redundancy, we do not have sufficient excess
capacity or redundancy (in equipment, facilities, or personnel) to maintain our standard service and operational levels for an
extended period of time if we are unable to use one of our major facilities. Outsourcing these processes to facilities not owned
by us is not a viable optlon Should we lose access to a facility for any reason, including as a result of pandemlcs atoealized
ptea ase-, terrorist incident or natural disaster, our service levels are likely to
dechne or be suspended —and clients would go without service or secure replacement services from a competitor. As a
consequence of such an event, we would suffer a reduction in revenues and harm to (and loss of) client relationships. Significant
system disruptions, loss of data...... company resources to repair the damage. If our new leaders are unsuccessful, or if we
continue to lose key management and are unable to attract and retain the talent required for our business, our operating results
could suffer. Over the past fourfew years , we have replaced many of our leaders (including our Chief Executive Offteet;
President-Chairman-Chief- Operating-Officer, and Chief Financial Officer), some a number of times. If our new leaders fail in
their new and additional roles and responsibilities (and more generally if we are unable to attract additional leaders with the
necessary skills to manage our business) our business and its operating results may suffer. Further, our prospects depend in large
part upon our ability to attract, train, and retain experienced technical, client services, sales, consulting, marketing, and
management personnel. While the demand for personnel is also dependent on employment levels, competitive factors, and
general economic conditions, our recent business performance may diminish our attractiveness as an employer. The loss or
prolonged absence of the services of these individuals could have a material adverse effect on our business, financial position, or
operating results. 12We could fail to adequately protect our...... market price of our common stock. Interest rate increases could
affect our results of operations, cash flows and financial position. Interest rate fluctuations in Europe and the United States may
affect the amount of interest we payrelated-to-ourdebt-and-the-amountwe-carn on cash equivalents. Our New-Credit Facility
bears interest based upon the Secured Overnight Financing Bleomberg-Shert—FermBank—Yield-dndex-Rate. Our results of

operations, cash flows, and financial position could be materially or adversely affected by significant increases in interest rates.
We also have exposure to interest rate fluctuations in the United States, specifically money market, eommeretal-paper;-the value
of our pension obligations and overnight time deposit rates, as these affect our earnings on excess cash. Even with the
offsetting increase in earnings on excess cash in the event of an interest rate increase, we cannot be assured that future interest
rate 1ncreases will not have a materlal adverse 1mpact on our business, ﬁnanc1a1 position, or operating results. OnFuly2720+%

at-Increased interest rates have put
upward pressure on pricing and purchasmg power. Pricing pressure has led to some wage inflation which could
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eeeﬂemy—eeu-l-d—a—ffeet—euﬁ or bttstﬁess-wage pressure lncreased -1-4We—We are subject to risks assomated w1th operatlons
outside the United States Harte Hanks conducts business outside of the United States. During 2622-2023 , approximately ++9 .
+-6 % of our revenues were derived from operations outside the United States, primarily in Europe and Asia. We may expand
our international operations in the future as part of our growth strategy. Accordingly, our future operating results could be
negatively affected by a variety of factors, some of which are beyond our control, including: ¢ changes in local, national, and
international legal requirements or policies resulting in burdensome government controls, tariffs, restrictions, embargoes, or
export license requirements; ¢ higher rates of inflation; * the potential for nationalization of enterprises; ¢ less favorable labor
laws that may increase employment costs and decrease workforce flexibility; ¢ potentially adverse tax treatment; ¢ less favorable
foreign intellectual property laws that would make it more difficult to protect our intellectual property from misappropriation; ¢
more onerous or differing data privacy and security requirements or other marketing regulations;  longer payment cycles;
social, economic, and political instability; * regional armed conflicts ;ineladingRussta’s-invastonrof Ukraine-, as well as any
additional economic sanctions adopted in response to such actions; * the differing costs and difficulties of managing
international operations; * modifications to international trade policy or the imposition of increased or new tariffs, quotas or
trade barriers on key commodities; and ¢ geopolitical risk and adverse market conditions caused by changes in national or
regional economic or political conditions (which may impact relative interest rates and the availability, cost, and terms of
mortgage funds). In addition, exchange rate fluctuations may have an impact on our future costs or on future cash flows from
foreign investments. We have not entered into any foreign currency forward exchange contracts or other derivative instruments
to hedge the effects of adverse fluctuations in foreign currency exchange rates. The various risks that are inherent in doing
business in the United States are also generally applicable to doing business anywhere else and may be exacerbated by the
difficulty of doing business in numerous sovereign jurisdictions due to differences in culture, laws, and regulations. If we fail to
establish and maintain proper and effective internal control over financial reporting, our operating results and our ability to
operate our business could be harmed. Section 404 of the Sarbanes- Oxley Act of 2002 requires that we establish and maintain



internal control over financial reporting and we are also required to establish disclosure controls and procedures under
applicable SEC rules. An effective internal control environment is necessary to enable us to produce reliable financial reports
and is an important component of our efforts to prevent and detect financial reporting errors and fraud. Management is required
to provide an annual assessment on the effectiveness of our internal control over financial reporting. Our testing may reveal
significant deficiencies in our internal control over financial reporting that are deemed to be material weaknesses and render our
internal control over financial reporting ineffective. In the past these assessments and similar reviews have led to the discovery
of material weaknesses, all of which have been remediated. However, no assurance can be given that we won' t discover material
weaknesses in the future. We have incurred and we expect to continue to incur substantial accounting and auditing expenses and
expend significant management time in complying with the requirements of Section 404. While an effective internal control
environment is necessary to enable us to produce reliable financial reports and is an important component of our efforts to
prevent and detect financial reporting errors and fraud, disclosure controls and internal control over financial reporting are
generally not capable of preventing or detecting all financial reporting errors and all fraud. A control system, no matter how
well- designed and operated, is designed to reduce rather than eliminate the risk of material misstatements in our consolidated
financial statements. There are inherent limitations on the effectiveness of internal controls, including collusion, management
override and failure in human judgment. A control system can provide only reasonable, not absolute, assurance of achieving the
desired control objectives and the design of a control system must reflect the fact that resource constraints exist. If we are not
able to comply with the requirements of Section 404, or if we or our independent registered public accounting firm identify
deficiencies in our internal control over financial reporting that are deemed to be material weaknesses (i) we could fail to meet
our financial reporting obligations; (ii) our reputation may be adversely affected and our business and operating results could be
harmed; (iii) the market price of our stock could decline; and (iv) we could be subject to litigation and / or investigations or
sanctions by the SEC, or other regulatory authorities. There were no changes in our internal controls over financial reporting
during our most recent fiscal year that have materlally affected, or are reasonably likely to materlally affect our 1nterna1 control
over fman(:lal reportlng 12We :

7 ; 3 an ; rtte patterWe-could fail to adequately proteet our
intellectual property rights and may face claims for intellectual property 1nfr1ngement Our ability to compete effectively depends
in part on the protection of our technology,products,services,and brands through intellectual property right protections,including
copyrights,database rights,trade secrets,trademarks,as well as through domain name registrations,and enforcement
procedures.The extent to which such rights can be protected and enforced varies by jurisdiction,and capabilities we procure
through acquisitions may have less protection than would be desirable for the use or scale we intend or need.Litigation
involving patents and other intellectual property rights has become far more common and expensive in recent years,and we face
the risk of additional litigation relating to our use or future use of intellectual property rights of third parties.Despite our efforts
to protect our intellectual property,unauthorized parties may attempt to copy or otherwise obtain and use our proprietary
information and technology.Monitoring unauthorized use of our intellectual property is difficult,and unauthorized use of our
intellectual property may occur.We cannot be certain that trademark registrations will be issued,nor can we be certain that any
issued trademark registrations will give us adequate protection from competing products.For example,others may develop
competing technologies or databases on their own.Moreover,there is no assurance that our confidentiality agreements with our
employees or third parties will be sufficient to protect our intellectual property and proprietary information. Third- party
infringement claims and any related litigation against us could subject us to liability for damages,significantly increase our
costs,restrict us from using and providing our technologies,products or services or operating our business generally,or require
changes to be made to our technologies,products,and services.We may also be subject to such infringement claims against us by
third parties and may incur substantial costs and devote significant management resources in responding to such claims.We have
been,and continue to be,obligated under some agreements to indemnify our clients as a result of claims that we infringe on the
proprietary rights of third parties. These costs and distractions could cause our business to suffer.In addition,if any party asserts
an infringement claim,we may need to obtain licenses to the disputed intellectual property. We cannot provide
assurance,however,that we will be able to obtain these licenses on commercially reasonable terms or that we will be able to
obtain any licenses at all. The failure to obtain necessary licenses or other rights may have an adverse effect on our ability to
provide our products and services.Breaches of security,or the perception that e- commerce is not secure,could severely harm our
business and reputation.Business- to- business and business- to- consumer electronic commerce requires the secure transmission
of confidential information over public networks.Some of our products and services are accessed through,or are otherwise
dependent on the internet.Security breaches in connection with the delivery of our products and services,or well- publicized
security breaches that may affect us or our industry (such as database intrusion) could be severely detrimental to our
business,operating results,and financial condition.We cannot be certain that advances in criminal capabilities,cryptography,or
other fields will not compromise or breach the technology protecting the information systems that deliver our
products,services,and proprietary database information.Data suppliers could withdraw data that we rely on for our products and
services.We purchase or license much of the data we use for ourselves and for our clients.Our ability to provide our customers
with data is somewhat dependent on the ability to obtain this data.There could be a material adverse impact on our business if
owners of the data we use were to curtail access to the data or materially restrict the authorized uses of their data.Data providers
could withdraw their data for a number of reasons,including but not limited to,if there is a competitive reason to do so,if there is
pressure from the consumer community,or if additional regulations are adopted restricting the use of the data. We also rely upon
data from other external sources to maintain our proprietary and non- proprietary databases,including data received from



customers and various government and public records.If a substantial number of data providers or other key data sources were to
withdraw or restrict their data,if we were to lose access to data due to government regulation or if the collection of data becomes
uneconomical,our ability to provide products and services to our clients could be materially and adversely affected,which could
result in decreased revenues,net income and earnings per share. RisksRelated-13We are unlikely to declare cash
dividends.Although our €apital-Straetare-and-board of directors has in the past authorized the payment of quarterly cash
dividends on our €Commetn-common Steek-stock ,we announced in 2016 that we did not plan to declare any further
dividends for the foreseeable future.Decisions to pay dividends on our common stock will be based upon periodic
determinations by our board that such dividends are in compliance with all applicable laws and agreements and in the
best interest of our stockholders after considering our financial condition and results of operations,the price of our
common stock, credlt condltlons,and such other factors as are deemed relevant by our board The fallure to pay a cash

affect the market price of our common stock -15F+ue1=uaﬁe1a—~ Fluctuatlon in our revenue and operating results and other
factors may impact the volatility of our stock price. The price at which our common stock has traded in recent years has
fluctuated greatly and has declined significantly. Our common stock price may continue to be volatile due to several a-number
effactors including the following (some of which are beyond our control): ¢ variations in our operating results from period to
period and variations between our actual operating results and the expectations of securities analysts, investors, and the financial
communlty, * the development and sustalnablhty of an active trading market for our common stock +the-transition-ofour

6 6 6 ; * unanticipated developments with client
engagements or client demand such as Vanatlons in the size, budget or progress of engagements, variability in the market
demand for our services, client consolidations, and the unanticipated termination of several major client engagements; ©
announcements of developments affecting our businesses; * competition and the operating results of our competitors; ¢ the
overall strength of the economies of the markets we serve and general market volatility; and ¢ other factors discussed elsewhere
in this Item 1A, “ Risk Factors. ”” Because of these and other factors, investors in our common stock may not be able to resell
their shares at or above their original purchase price. Our certificate of incorporation and bylaws contain anti- takeover
protections that may discourage or prevent strategic transactions, including a takeover of our company, even if such a transaction
would be beneficial to our stockholders. Provisions contained in our certificate of incorporation and bylaws, in conjunction with
provisions of the Delaware General Corporation Law, could delay or prevent a third party from entering a strategic transaction
with us, even if such a transaction would benefit our stockholders. For example, our certificate of incorporation and bylaws do
not allow written consents by stockholders and have strict advance notice and disclosure requirements for nominees and

stockholder proposals. HEMABONRESOEVED-STAFF-COMMENTS




