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HURCO COMPANIES, INC.

ONE TECHNOLOGY WAY

P.O. BOX 68180

INDIANAPOLIS, INDIANA 46268

(317) 293-5309

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS

To Be Held March 15, 2018

The 2018 Annual Meeting of Shareholders of Hurco Companies, Inc., will be held at our corporate headquarters, at
One Technology Way, Indianapolis, Indiana 46268, at 10:00 a.m. Eastern Daylight Time on Thursday, March 15,
2018, for the following purposes:

1.To elect eight directors to serve until the next annual meeting of shareholders and until their successors are dulyelected and qualify;
2.To approve, in an advisory (non-binding) “say-on-pay” vote, the compensation paid to our named executive officers;

3.To ratify the appointment of RSM US LLP as our independent registered public accounting firm for the fiscal yearending October 31, 2018; and
4. To transact such other business as may properly come before the meeting or any adjournments thereof.

The Board of Directors recommends a vote FOR items 1, 2 and 3. The persons named as proxies will use their
discretion to vote on any other matters that may properly arise at the annual meeting.

The foregoing items of business are more fully described in our proxy statement accompanying this notice. Please
read our proxy statement carefully.

If you do not expect to attend the annual meeting, please mark, sign and date the enclosed proxy card and return it in
the enclosed return envelope, which requires no postage if mailed in the United States, or vote your shares via the
Internet or by telephone as described in the proxy statement.
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Only shareholders of record as of the close of business on January 19, 2018, are entitled to notice of and to vote at the
annual meeting or any adjournments thereof. In the event there are not sufficient votes for approval of one or more of
the above matters at the time of the annual meeting, the annual meeting may be adjourned in order to permit further
solicitation of proxies.

By order of the Board of Directors,

Sonja K. McClelland, Secretary

Indianapolis, Indiana

January 29, 2018

YOUR VOTE IS IMPORTANT—Even if you plan to attend the meeting, we urge you to mark, sign and date the
enclosed proxy card and return it promptly in the enclosed envelope or vote your shares via the Internet or by
telephone as described in the proxy statement.

Important Notice Regarding the Availability of Proxy Materials

In accordance with the rules of the Securities and Exchange Commission, we are advising our shareholders of the
availability on the Internet of our proxy materials related to our forthcoming annual meeting. These rules allow
companies to provide access to proxy materials in one of two ways. Because we have elected to utilize the “full set
delivery” option, we are delivering to all shareholders paper copies of all of the proxy materials, as well as providing
access to those proxy materials on a publicly-accessible website.

The notice of annual meeting of shareholders, proxy statement, form of proxy card and our most recent annual
report on Form 10-K are available at www.hurco.com/proxymaterials. If you plan to attend the annual meeting
in person, you may obtain directions to the meeting site by written request directed to Sonja K. McClelland,
Executive Vice President and Chief Financial Officer, Hurco Companies, Inc., One Technology Way, P. O. Box
68180, Indianapolis, Indiana 46268 or by telephone at (317) 293-5309.

Edgar Filing: HURCO COMPANIES INC - Form DEF 14A

5



Table of Contents

PROXY STATEMENT 1
QUESTIONS AND ANSWERS ABOUT THE ANNUAL MEETING AND VOTING 1
PROPOSAL 1.  ELECTION OF DIRECTORS 5
CORPORATE GOVERNANCE 8
PROPOSAL 2.  ADVISORY VOTE TO APPROVE EXECUTIVE COMPENSATION EXECUTIVE
COMPENSATION 13

Compensation Discussion and Analysis 14
Report of the Compensation Committee 27
Assessment of Compensation-Related Risks 28
Tabular Compensation Information 29
SUMMARY COMPENSATION TABLE 29
GRANTS OF PLAN-BASED AWARDS IN 2017 TABLE 32
OUTSTANDING EQUITY AWARDS AT 2017 FISCAL YEAR END TABLE 34
OPTION EXERCISES AND STOCK VESTED IN 2017 36
EQUITY COMPENSATION PLAN INFORMATION AT 2017 FISCAL YEAR END 37
NONQUALIFIED DEFERRED COMPENSATION IN 2017 38
Employment Agreements 39
Potential Payments upon Termination 40
Compensation of Directors 43
DIRECTOR COMPENSATION TABLE 43
SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT 44
REPORT OF THE AUDIT COMMITTEE 45
PROPOSAL 3. RATIFICATION OF APPOINTMENT OF INDEPENDENT REGISTERED PUBLIC
ACCOUNTING FIRM 46

CERTAIN RELATIONSHIPS AND RELATED PERSON TRANSACTIONS 47
SHAREHOLDER PROPOSALS FOR OUR 2019 ANNUAL MEETING 48
INCORPORATION BY REFERENCE 48
ANNUAL REPORT ON FORM 10-K 48
OTHER BUSINESS 49

Edgar Filing: HURCO COMPANIES INC - Form DEF 14A

6



HURCO COMPANIES, INC.

One Technology Way

P. O. Box 68180

Indianapolis, Indiana 46268

Annual Meeting of Shareholders

March 15, 2018

PROXY STATEMENT

This proxy statement and accompanying proxy are being furnished to the holders of common stock of Hurco
Companies, Inc. (the “Company,” “Hurco,” “we” or “us”) in connection with the solicitation of proxies by the Board of
Directors for the 2018 Annual Meeting of Shareholders to be held at 10:00 a.m. Eastern Time on Thursday, March 15,
2018, at our corporate headquarters at One Technology Way, Indianapolis, Indiana, 46268 and any adjournments
thereof. This proxy statement and the accompanying form of proxy are being mailed to our shareholders on or about
January 29, 2018.

QUESTIONS AND ANSWERS ABOUT THE ANNUAL MEETING AND VOTING

Who is entitled to vote at the meeting and what are my voting rights?

Shareholders of record as of the close of business on January 19, 2018 are entitled to vote at the annual meeting or any
adjournments thereof.  As of that date, there were 6,692,778 shares of our common stock outstanding and entitled to
vote at the annual meeting.  Holders of our common stock as of the record date are entitled to one vote per share with
respect to each matter submitted to a vote of the shareholders.  There is no cumulative voting on election of directors
or any other matter.

How many shares must be present to hold the meeting?
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The presence in person or by proxy of the holders of a majority of the outstanding shares entitled to vote at the annual
meeting is necessary to constitute a quorum for the transaction of business.

What matters will be voted on at the meeting?

There are three matters to be considered at the meeting, as follows:

1.Election of eight directors to serve until the next annual meeting of shareholders and until their successors are dulyelected and qualify;

2.An advisory vote to approve the compensation paid to our named executive officers, also referred to as the“say-on-pay” vote; and

3.Ratification of the appointment of RSM US LLP as our independent registered public accounting firm for the fiscalyear ending October 31, 2018.

How are votes counted?

All shares that have been properly voted, and not revoked, will be voted at the meeting in accordance with the
instructions of the voting shareholders.  

Brokers are not entitled to exercise discretion to vote shares on any of the matters to be voted at the meeting other than
the ratification of the appointment of the auditor, unless the shareholder gives voting instructions to the
broker.  Accordingly, if you hold your shares in “street name” and wish your shares to be voted by your broker on the
election of directors or the say-on-pay vote, you must give your broker voting instructions.

1
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What vote is required to approve each proposal?

To approve each of the proposals, the following votes are required from the holders of voting shares. Abstentions and
broker non-votes will not count as votes cast on the proposals below and will not affect the outcome of the votes.

Proposal Vote Required

1Election ofdirectors

The election of director nominees will be determined by a plurality of the shares voting on such
election, which means that the director nominees receiving the most FOR votes will be elected up to
the maximum number of directors to be elected at the annual meeting.  

2Say-on-payvote More votes are cast FOR than AGAINST.

3Ratification ofauditors More votes are cast FOR than AGAINST.

With respect to the election of directors, although there is a plurality voting standard, our Amended and Restated
By-Laws (the “By-Laws”) provide that in an uncontested election, any incumbent director nominee who does not
receive more FOR votes than WITHHOLD votes must tender his or her resignation as a director to the Board of
Directors, subject to acceptance by the Board. The Nominating and Governance Committee of the Board will consider
any resignation tendered under this policy and will recommend to the Board whether to accept or reject it, or whether
other action should be taken. The Board of Directors will act on the tendered resignation, taking into account the
Nominating and Governance Committee’s recommendation, within 90 days following the certification of the
shareholder director election, and will promptly issue a press release regarding its decision. If the resignation is not
accepted, the director shall continue to serve until the next annual meeting of shareholders and until his or her
successor has been elected and qualified, or unless he or she is removed, resigns, dies or becomes so incapacitated he
or she can no longer perform any of his or her duties as a director.

How can I vote my shares without attending the meeting?

Whether you hold your shares directly as a registered shareholder or beneficially in street name, you may vote without
attending the meeting. If you are a shareholder of record, you can vote your shares by granting a proxy via the
Internet, over the telephone or by mailing your signed proxy card. If you hold your shares in street name, your broker,
bank or other nominee will provide you with materials and instructions on voting your shares.

How do I vote my shares in person at the meeting?
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Proof of stock ownership and some form of government-issued, photo identification (such as a valid driver’s license or
passport) will be required for admission to the meeting. Only shareholders who owned our common stock as of the
close of business on January 19, 2018 are entitled to attend the meeting.

2
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•If you are a shareholder of record, you must bring some form of government-issued, photo identification to beadmitted to the meeting. You may vote your shares in person at the meeting by completing a ballot at the meeting.

•

If your shares are held in street name, you must request a legal proxy from your broker, bank or other nominee that
holds your shares. If you do not obtain a legal proxy from your broker, bank or other nominee, you will not be entitled
to vote your shares at the meeting, but you can still attend the meeting if you bring a recent bank or brokerage
statement showing that you owned shares of our common stock on January 19, 2018.

Even if you currently plan to attend the meeting, we recommend that you vote by proxy, either via the Internet, by
telephone or by mail, so that your vote will be counted if you later decide not to, or cannot, attend the meeting.

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

If you are a shareholder of record, you may revoke your proxy at any time before it is voted at the meeting by:
(1) giving timely written notice of the revocation to our Secretary, or (2) timely submitting a later-dated proxy in
person at the meeting, via the Internet, by telephone or by mail. If your shares are held in street name, you may submit
new voting instructions by contacting your broker, bank or other nominee holder. Or, in the alternative, you may vote
in person at the annual meeting if you obtain a legal proxy as described above.

What are the Board’s recommendations on how I should vote my shares?

The Board of Directors recommends that you vote your shares as follows:

• FOR the election of the eight nominees as directors.

• FOR the say-on-pay vote.

•FOR the ratification of the appointment of RSM US LLP as our independent registered public accounting firm for thefiscal year ending October 31, 2018.

How would my shares be voted if I do not specify how they should be voted?
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If you sign and return a proxy card without indicating how you want your shares to be voted, the persons named as
proxies will vote your shares as follows:

• FOR the election of the eight nominees as directors.

• FOR the say-on-pay vote.

•FOR the ratification of the appointment of RSM US LLP as our independent registered public accounting firm for thefiscal year ending October 31, 2018.

What is the effect of the say-on-pay vote?

The say-on-pay vote is advisory and not binding on the Company, the Board of Directors or the Compensation
Committee. We could, if the Board or the Compensation Committee concluded it was in our best interests, choose not
to follow or implement the outcome of the advisory vote.

3
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What happens if additional matters are presented at the annual meeting?

We know of no other matters other than the items of business described in this proxy statement that will be presented
at the meeting. If you grant a proxy, the persons named as proxy holders will have discretion to vote your shares on
any additional matters properly presented for a vote at the meeting in accordance with Indiana law and our By-Laws.

Who will count the votes?

Our Corporate Secretary will count the votes.

Can I review the list of shareholders entitled to vote at the meeting?

A list of shareholders entitled to vote at the meeting will be available at the meeting and for ten days prior to the
meeting, between the hours of 9:00 a.m. and 4:30 p.m., at our offices at One Technology Way, Indianapolis, Indiana
46268. If you would like to view the shareholder list, please contact our Corporate Secretary to schedule an
appointment.

Who pays for the cost of proxy preparation and solicitation?

We will pay the cost of preparing, assembling and mailing this proxy statement and form of proxy. We will also
request banks, brokers and other holders of record to send the proxy materials to, and obtain proxies from, beneficial
owners and will reimburse them for their reasonable expenses in doing so.

Is this proxy statement the only way that proxies are being solicited?

Our directors, officers and other employees may also solicit proxies personally by telephone, facsimile, electronic
mail, personal contact or otherwise. They will not be specifically compensated for doing so.
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Can I receive future proxy statements and annual reports electronically?

Yes.  If you are a shareholder of record, you may request and consent to electronic delivery of future proxy
statements, annual reports and other shareholder communications by following the instructions on the proxy card to
vote using the Internet and when prompted, indicate that you agree to receive or access shareholder communications
electronically in future years.  You may also contact our Transfer Agent, Computershare Investor Services, by calling
(781) 575-2879 or toll-free at (877) 282-1169, or by writing:  Computershare Investor Services,  P.O. Box 505000,
Louisville, KY 40233-5000.  If your shares are held beneficially in street name, please contact your bank, broker or
other nominee and ask about the availability of electronic delivery.

Are you planning on making the proxy materials only available by Internet this year, unless paper copies are
requested?

No.  Although many public companies are mailing a notice to their shareholders so they can provide proxy materials
through the Internet, we have again elected to use the “full set delivery” option and so are providing paper copies of
proxy materials to all of our shareholders.  Our proxy materials and Annual Report on Form 10-K are also available
via the Internet at www.hurco.com/proxymaterials. We may decide not to use the “full set delivery” option in the future;
however, you will still have the right to request a free set of proxy materials by mail.

4
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PROPOSAL 1. ELECTION OF DIRECTORS

The Board of Directors currently consists of nine members. The Board of Directors, acting on the recommendation of
our Nominating and Governance Committee, has nominated the eight individuals identified below for election as
directors. Each of the nominees is currently a director. No fees were paid to any third parties to identify or evaluate
potential nominees. Unless authority is specifically withheld, the shares being voted by proxy will be voted in favor of
these nominees. Each nominee who is elected will serve for a term of one year, which expires at our next annual
meeting of shareholders or such later date as his or her successor has been elected and qualified.

Mr. Ronald Strackbein is currently serving as one of our nine directors. Mr. Strackbein is retiring at the end of his
current term and has not been nominated for re-election at the annual meeting. The Board of Directors thanks Mr.
Strackbein for his dedicated service on the Board. The Board of Directors, acting on the recommendation of our
Nominating and Governance Committee, has approved a reduction in the size of the Board of Directors from nine
members to eight members, to be effective as of the election of directors at our 2018 Annual Meeting of Shareholders.
Proxies cannot be voted for a greater number of persons than eight, which is the number of nominees named in this
proxy statement.

If any of these nominees becomes unable to serve, we expect that the persons named in the proxy will exercise their
voting power in favor of such other person or persons as the Board may recommend. All of the nominees have
consented to being named in this proxy statement and to serve if elected. The Board of Directors knows of no reason
why any of the nominees would be unable to serve.

The names of the persons who are nominees for election and their current positions and offices with Hurco, if any, are
set forth below. There are no family relationships among any of our directors or officers.

Nominees Positions and Offices Held with Hurco
Thomas A. Aaro Director
Robert W. Cruickshank Presiding Independent Director
Michael Doar Chairman, Chief Executive Officer and Director
Timothy J. Gardner Director
Jay C. Longbottom Director
Andrew Niner Director
Richard Porter Director
Janaki Sivanesan Director

Business Experience and Qualifications of Nominees
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Thomas A. Aaro, age 60, has been a member of the Board of Directors since March 2015. Mr. Aaro was the founder
and has been the Managing Partner since 2002 of BlueBlack LLC, an independent integrated/shopper marketing
agency that provides strategic and promotional consulting, training and implementation to consumer packaged goods
(“CPG”) companies, marketing agencies, marketing services and digital marketing companies. Previously, he served as
the Partner/Chief Executive Officer of Marketing Drive-MGR, an integrated promotional marketing agency and as
Chief Marketing Officer/Consultant for a number of technology-oriented companies, including Supermarkets Online,
a division of Catalina, a CPG internet savings site, and Wavetel, a startup wireless Internet Service Provider in North
Carolina.

5
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Mr. Aaro brings to our Board of Directors extensive knowledge of marketing and entrepreneurship. His over thirty
years of experience leading marketing strategy for numerous CPG/technology companies and experience as an
entrepreneur provides valuable insight to our Board.

Robert W. Cruickshank, age 72, has been a member of the Board of Directors since 2000 and Presiding Independent
Director since June 2012. Mr. Cruickshank has been a consultant since 1981. Mr. Cruickshank was a director of
Calgon Carbon Corporation, a producer of products and services for the purification, reparation and concentration of
liquids and gases, until March 2013.

Mr. Cruickshank brings to our Board of Directors expertise in finance and investments. Mr. Cruickshank also has
experience serving as an independent director of several public companies.

Michael Doar, age 62, has been a member of the Board of Directors since 2000. Mr. Doar was elected Chairman of
the Board of Directors and our Chief Executive Officer in fiscal 2001. He also served as our President from November
2009 to March 2013. Prior to joining Hurco, Mr. Doar served as Vice President of Sales and Marketing of Ingersoll
Contract Manufacturing Company, a subsidiary of Ingersoll International, an international engineering and machine
tool systems business, having previously held various management positions with Ingersoll International from 1989.
Mr. Doar also serves as a director of Twin Disc, Incorporated, a manufacturer of marine and heavy duty off-highway
power transmission equipment.

Mr. Doar has led Hurco for more than sixteen years. As Chairman and Chief Executive Officer, Mr. Doar brings to
our Board of Directors his in-depth knowledge of our business, strategy, people, operations, competition and financial
position. Mr. Doar also provides leadership and vision for the development and execution of our strategic plans and
the achievement of our business goals and objectives.

Timothy J. Gardner, age 62, has been a member of the Board of Directors since March 2017. Mr. Gardner has been
the Managing Director of Akoya Capital, responsible for leading Akoya’s industrial product sector, since 2016. Mr.
Gardner also has been serving as a Senior Advisor for Pritzker Private Capital and a board member of LBP
Manufacturing, a packaging company acquired by Pritzker, since 2015. From 2009 to 2014, Mr. Gardner served as the
Executive Vice President of Illinois Tool Works (“ITW”) and led ITW’s consumer products segment, a $1.6 billion
business centered on packaging and specialty decorating. Between 1997 and 2009, Mr. Gardner held various
leadership positions within ITW. Mr. Gardner also serves on the boards of multiple not-for-profit organizations and is
a member of the Audit Committee for the Keep America Beautiful organization located in Stamford, Connecticut.
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Mr. Gardner brings to our Board of Directors extensive leadership experience in industrial and international
manufacturing operations, as well as extensive knowledge and experience in finance and acquisitions and divestitures.
During his tenure at ITW, Mr. Gardner led ten acquisitions and four divestitures and managed multiple division and
group financial controllers.

Jay C. Longbottom, age 64, has been a member of the Board of Directors since March 2015. Mr. Longbottom has
been the Chief Executive Officer of Robert Family Holdings, a privately held company that manages a portfolio of
specialty manufacturers, since 2013, has been a member of its Board of Directors since 2008, and was the Chair of its
Audit Committee from 2008 to 2013. Prior to Robert Family Holdings, Mr. Longbottom served as the Chief Executive
Officer (CEO) of Trostel, LLC, a rubber products company, for a period of one year. Additionally, from 2002 to 2012,
Mr. Longbottom was an executive of Haldex AB, a Swedish publicly-traded company that provides proprietary and
innovative solutions to improve safety, vehicle dynamics and environmental sustainability in the global commercial
vehicle industry. Mr. Longbottom served as the CEO and President of Haldex AB from 2011 to 2012. Prior to 2011,
he was the Executive Vice President and Head of the Commercial Vehicle Systems Division and the President of the
Hydraulics Division of Haldex Group.

6

Edgar Filing: HURCO COMPANIES INC - Form DEF 14A

18



Mr. Longbottom brings to our Board of Directors significant knowledge in finance, mergers and acquisitions and
international manufacturing operations. His experience as a CEO of a Swedish publicly-traded company is especially
relevant to understanding regulations and capital market requirements. Mr. Longbottom currently serves as a director
of Robert Family Holdings and has served as a director of several other international corporations.

Andrew Niner, age 40, has been a member of the Board of Directors since 2012. Mr. Niner is President of Niner
Wine Estates in Paso Robles, California.   Prior to Niner Wine Estates, Mr. Niner was a partner at Pacific Legacy
Capital, a California-based private equity group focused on investing in lower middle-market companies. 
Additionally, Mr. Niner was a restructuring advisor at a global distribution company and a strategy manager at Levi
Strauss & Company.  Mr. Niner earned his Masters of Business Administration from the University of California at
Berkeley and is a CFA Charterholder.

Mr. Niner brings to our Board of Directors knowledge and experience in strategic business development, operations
and capital market transactions.

Richard Porter, age 62, has been a member of the Board of Directors since 2012. Mr. Porter has managed a private
equity portfolio of manufacturing companies since 2007. Previously, he was President of CB Manufacturing, a cutting
tool company, and President of Ingersoll Contract Manufacturing Company, a subsidiary of Ingersoll International.

Mr. Porter brings to the Board of Directors extensive experience in the machine tool industry, particularly in product
and contract manufacturing. Mr. Porter also has experience serving on the boards of a number of private companies
with annual revenues ranging from $40 million to $480 million.

Janaki Sivanesan, age 46, has been a member of the Board of Directors since 2008. Ms. Sivanesan is a practicing
attorney and founding principal of a private equity firm focused on middle-market investments.  She previously served
as a partner at a large, New York law firm.  She was admitted to the bars of the States of New York and Georgia in
2007 and 1996, respectively.  Ms. Sivanesan has experience in a wide range of corporate transactions, from mergers
and acquisitions to corporate finance, including private debt, equity investments and venture capital transactions. 
Ms. Sivanesan also has experience in cross-border transactions related to manufacturing and outsourcing, and is
particularly knowledgeable with respect to business operations in India.

Ms. Sivanesan provides to the Board of Directors and Audit Committee thorough knowledge and understanding of
complex legal and capital markets transactions as well as corporate mergers and acquisitions.
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The Board of Directors recommends a vote “FOR” each of the nominees for director.

7
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CORPORATE GOVERNANCE

Policies on Corporate Governance

Our Board believes that good corporate governance is important to ensure that our Company is managed for the
long-term benefit of our shareholders. The Board or one of its committees periodically reviews our Corporate
Governance Principles, the written charters for each of the standing committees of the Board and our Code of
Business Conduct and Ethics and amends them as appropriate to reflect new policies or practices.

Board Leadership Structure

Our Board is currently led by Mr. Doar, our Chairman and Chief Executive Officer. Mr. Doar has held these positions
since 2001 and has experience in leading the Company through a range of changes in business environments. The
Board of Directors believes that it is most efficient and effective for a single individual to fulfill these two leadership
roles at this time. Combining the Chairman and Chief Executive Officer roles facilitates clear leadership responsibility
and accountability, effective decision-making and a cohesive corporate strategy. Our Board of Directors possesses
considerable experience and knowledge of the challenges and opportunities that we face as a company. We feel the
Board is well qualified to evaluate our current and future needs and to judge how the capabilities of our senior
management can be most effectively organized to meet those needs.

Our Board of Directors currently has eight independent directors. We have three standing committees and, as required
by our Corporate Governance Principles, one of our independent directors serves as our Presiding Independent
Director. The independent directors have designated Mr. Cruickshank to serve as Presiding Independent Director. The
Presiding Independent Director oversees executive sessions of the independent directors and plays an active role in
setting Board agendas and facilitating interactions between the independent directors, on the one hand, and the full
board or management, on the other. The Board of Directors evaluates the appropriateness of its leadership structure on
an ongoing basis and may change it as circumstances warrant. We believe that each of these measures
counter-balances any risk that may exist in having Mr. Doar serve as both Chairman and Chief Executive Officer. For
these reasons, our Board of Directors believes this leadership structure is effective for our Company.

Board Role in Risk Oversight  
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Our Board regularly receives reports from our Chief Executive Officer and other members of our senior management
team regarding areas of significant risk to us, including strategic, operational, financial, legal, regulatory and
reputational risks. However, management is responsible for assessing and managing our various risk exposures on a
day-to-day basis. In this regard, management, with the assistance, where appropriate, of its counsel, has established
functions that focus on particular risks, such as legal matters, regulatory compliance, treasury management, research
and development, supply chain and quality control, and has developed a comprehensive and integrated approach to
overall risk management, which includes the identification of risks and mitigation plans in the strategic planning
process.

8
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Our Board’s role is primarily one of oversight. Our Board oversees our risk management processes to determine
whether those processes are functioning as intended and are consistent with our business and strategy.  Our Board
conducts this oversight primarily through the Audit Committee, although some aspects of risk oversight are performed
by the full Board or another committee.  The Audit Committee is assigned with, among other things, oversight of our
risks relating to accounting matters, financial reporting and legal and regulatory compliance. The Audit Committee
meets regularly with our Chief Financial Officer, external auditors, internal auditors and management to discuss our
major financial risk exposures and the steps management has taken to monitor and control such exposures, including
our risk assessment and risk management policies. The Audit Committee also receives regular reports regarding issues
such as the status and findings of audits being conducted by our independent auditors, the status of material litigation,
and material accounting changes or proposed audit adjustments that could affect our financial statements.  Our Audit
Committee has standing items on its quarterly meeting agendas relating to these responsibilities.  The Audit
Committee members, as well as all other directors, have access to our Chief Financial Officer, internal auditors and
any other member of our management for discussions between meetings, as warranted.  The Audit Committee
provides reports to the full Board on risk-related items.

The activities of the Compensation Committee with respect to risks relating to our compensation policies and
procedures are discussed below in the Executive Compensation section of this proxy statement.

Director Independence and Board Meetings

The Board of Directors has determined that each of our non-employee directors, Messrs. Aaro, Cruickshank, Gardner,
Longbottom, Niner, Porter and Strackbein and Ms. Sivanesan is “independent” as defined by the listing standards of The
Nasdaq Stock Market (the market in which our common stock trades), or Nasdaq, and the director independence rules
of the Securities and Exchange Commission, or SEC.  The Board has affirmatively determined that none of the
persons who served as independent directors during fiscal 2017, and none of the nominees, have any relationship with
us that would impair their independence.

Directors are expected to attend Board meetings, meetings of committees on which they serve and our annual meeting
of shareholders, and to spend the time needed and meet as frequently as necessary to properly discharge their
responsibilities. The Board of Directors held five meetings and acted by written consent in lieu of a meeting once
during fiscal 2017. All directors attended at least 75% of the aggregate number of meetings of the Board and the
committees on which they served during fiscal 2017, and all directors attended our 2017 Annual Meeting of
Shareholders.

Board Committees and Committee Meetings

Edgar Filing: HURCO COMPANIES INC - Form DEF 14A

23



The Board of Directors has three standing committees: the Audit Committee, the Compensation Committee and the
Nominating and Governance Committee. The members of the committees, as of the date of this proxy statement, are
identified in the following table.

Name of Director
Audit

Committee

Compensation

Committee

Nominating and

Governance

Committee
Thomas A. Aaro X
Robert W. Cruickshank X Chair
Michael Doar
Timothy J. Gardner X
Jay C. Longbottom Chair
Andrew Niner X
Richard Porter X X
Janaki Sivanesan X
Ronald Strackbein X Chair
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Audit Committee

The Audit Committee oversees our accounting, financial reporting and internal audit activities. It appoints our
independent registered public accounting firm and meets with that firm, our internal audit team and our Chief
Financial Officer to review the scope, cost and results of our annual audit and to review our internal accounting
controls, policies and procedures. The Report of the Audit Committee is included on page 45 of this proxy statement.

All members of the Audit Committee are “independent” as such term is defined for audit committee members under the
Nasdaq rules and SEC Rule 10A-3 promulgated under the Securities Exchange Act of 1934, as amended, or the
Exchange Act. The Board has determined that Mr. Longbottom qualifies as an “audit committee financial expert,” as
defined in Item 407(d)(5)(ii) of Regulation S-K of the Exchange Act.

The Audit Committee held six meetings and acted once by written consent in lieu of a meeting during fiscal 2017.

The Audit Committee operates under a written charter, a copy of which is available on our website at
www.hurco.com/investors under “Corporate Governance.”

Compensation Committee

The Compensation Committee reviews and recommends to the Board the compensation of our officers and managers
and guidelines for the general wage structure of our entire workforce. The Compensation Committee also oversees the
administration of our employee benefit plans and discusses with management the Compensation Discussion and
Analysis and, if appropriate, recommends its inclusion in our Annual Report on Form 10-K and proxy statement. In
determining the compensation of the executive officers other than our Chief Executive Officer, the Compensation
Committee considers the recommendations of the Chief Executive Officer. The Report of the Compensation
Committee is included on page 27 of this proxy statement.

All members of the Compensation Committee are “independent” as such term is defined for compensation committee
members under the Nasdaq rules and SEC Rule 10C-1 promulgated under the Exchange Act.
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The Compensation Committee held five meetings and acted once by written consent in lieu of a meeting during fiscal
2017.

The Compensation Committee operates under a written charter, a copy of which is available on our website at
www.hurco.com/investors under “Corporate Governance.”

Compensation Committee Interlocks and Insider Participation 

No member of our Compensation Committee was, at any time during fiscal 2017 or at any other time before fiscal
2017, an officer or an employee of the Company. In addition, none of the members of the Compensation Committee
were involved in a relationship requiring disclosure as an interlocking executive officer or director under Item
407(e)(4) of Regulation S-K of the Exchange Act.  None of our executive officers served as a member of the
Compensation Committee at any time during or before fiscal 2017.

10
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Nominating and Governance Committee

The Nominating and Governance Committee assists the Board by identifying individuals qualified to become Board
members, maintains our Corporate Governance Principles and Code of Business Conduct and Ethics, leads the Board
in an annual self-evaluation, recommends members and chairs for each standing committee and determines and
evaluates succession plans for our Chief Executive Officer.

All members of the Nominating and Governance Committee are independent directors as defined by Nasdaq rules.

The Nominating and Governance Committee held three meetings and acted through written consent in lieu of a
meeting once during fiscal 2017.

The Nominating and Governance Committee is responsible for identifying potential Board members or nominees. The
committee examines, among other things, the following qualifications and skills of director candidates: their business
or professional experience, their integrity and judgment, their records of public service, their ability to devote
sufficient time to the affairs of the Company, the diversity of backgrounds and experience they will bring to the Board
and the needs of the Board for certain skills or experiences. The Nominating and Governance Committee also believes
that all nominees should be individuals of substantial accomplishment with demonstrated leadership capabilities. The
committee does not have a formal policy with regard to the consideration of diversity in identifying nominees for
director.

The Nominating and Governance Committee will consider candidates for director who are recommended by
shareholders. A shareholder who wishes to recommend a director candidate for consideration by the committee should
send such recommendation to our Secretary at One Technology Way, Indianapolis, Indiana 46268, who will forward it
to the committee. Any such recommendation should include a description of the candidate’s qualifications for Board
service and contact information for the shareholder and the candidate.

A shareholder who wishes to nominate an individual as a candidate for director without the recommendation of the
Nominating and Governance Committee must comply with the advance notice and informational requirements set
forth in our By-Laws, which are more fully explained later in this proxy statement under “Shareholder Proposals for
our 2019 Annual Meeting.”
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The Nominating and Governance Committee operates under a written charter, a copy of which is available on our
website at www.hurco.com/investors under “Corporate Governance.”

Shareholder Communications

The Board of Directors has implemented a process whereby shareholders may send communications to its attention.
The process for communicating with the Board is set forth in our Corporate Governance Principles, which are
available on our website at www.hurco.com/investors under “Corporate Governance.”

Section 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Exchange Act requires our directors and executive officers, and persons who own more than 10%
of our common stock, to file reports of ownership with the SEC and Nasdaq. Such persons are also required to furnish
us with copies of all Section 16(a) forms they file.

Based solely on our review of the copies of such forms received by us, and written representations from certain
reporting persons that they were not required to file a Form 5 to report previously unreported ownership or changes in
ownership, we believe that, during our fiscal year ended October 31, 2017, all of our executive officers, directors and
greater than 10% beneficial owners complied with all filing requirements under Section 16(a), except as described
immediately below.
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Mr. Cruickshank sold 1,000 shares of our common stock on September 19, 2017, for a price of $39.00 per share.
However, the Form 4 disclosing such transaction was not filed until September 22, 2017 – one day late under
applicable beneficial ownership reporting rules. The Form 4 filed on September 22, 2017, by Mr. Cruickshank was
only late with respect to the specific transaction referenced above.

Code of Business Conduct and Ethics

We have adopted a Code of Business Conduct and Ethics, which applies to all of our directors, executive officers and
employees, including our principal executive officer and principal financial officer. If we grant any waiver to the Code
of Business Conduct and Ethics, we will disclose the nature of such waiver in a Current Report on Form 8-K that we
will file with the SEC. A copy of the Code of Business Conduct and Ethics is available on our website at
www.hurco.com/investors under “Corporate Governance.” We will disclose any amendments or updates to our Code of
Business Conduct and Ethics by posting such amendments or updates on our website.
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PROPOSAL 2. ADVISORY VOTE TO APPROVE EXECUTIVE COMPENSATION

The second proposal to be considered at the 2018 annual meeting is the advisory vote to approve the compensation
paid to our named executive officers as disclosed in this proxy statement pursuant to the SEC’s compensation
disclosure rules (which disclosure includes the Compensation Discussion and Analysis, the compensation tables and
the narrative discussion following the compensation tables), also known as the say-on-pay vote. Consistent with the
preference expressed by shareholders at the 2011 and 2017 annual meetings, we have been conducting say-on-pay
votes on an annual basis.

The Compensation Discussion and Analysis beginning on page 14 of this proxy statement describes our executive
compensation program, in detail, and explains the philosophy of the program, the elements of compensation and the
factors considered by the Compensation Committee in determining the compensation of our named executive officers
during fiscal 2017.

At our 2017 Annual Meeting of Shareholders, approximately 99% of the votes cast on the annual say-on-pay vote
were voted to approve the proposal, which was similar with the approximately 98% and approximately 97% of votes
cast in favor of the say-on-pay proposal at our 2016 Annual Meeting of Shareholders and 2015 Annual Meeting of the
Shareholders, respectively. The Compensation Committee believes that the high levels of shareholder support at those
meetings indicate that our executive compensation program is aligned with market practices and meets shareholders’
expectations.

Accordingly, the Board of Directors recommends that our shareholders vote FOR the following resolution at the 2018
Annual Meeting of Shareholders:

“Resolved, that the compensation paid to Hurco Companies, Inc.’s named executive officers, as disclosed pursuant to
the compensation disclosure rules of the Securities and Exchange Commission, including the Compensation
Discussion and Analysis, compensation tables and narrative discussion in this proxy statement, is approved.”

Because it is advisory, the results of the say-on-pay vote are not binding upon the Board of Directors or the
Compensation Committee. However, as was the case with the results of the say-on-pay vote at prior annual meetings
of shareholders, we expect that the Compensation Committee, which is responsible for designing and administering
our executive compensation program, will consider the outcome of the vote when making future compensation
decisions for our named executive officers.
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The Board of Directors recommends a vote “FOR” the advisory proposal to approve the compensation of our
named executive officers as disclosed in this proxy statement.

13

Edgar Filing: HURCO COMPANIES INC - Form DEF 14A

31



EXECUTIVE COMPENSATION

Compensation Discussion and Analysis

This section and the tables that follow it provide information regarding our compensation program and practices as
they relate to our Chief Executive Officer, Chief Financial Officer and the two other executive officers identified in
the Summary Compensation Table on page 29, and are referred to as the “named executive officers” in this analysis. The
employment of one of the named executive officers, John P. Donlon, was terminated on January 11, 2017. This
compensation discussion and analysis provides information regarding Mr. Donlon to the extent it applies based on his
status with the Company at the applicable time. We currently do not have any executive officers who are not also
named executive officers.

The responsibilities of the Compensation Committee of the Board of Directors (referred to as the Committee in this
section) include administering our compensation programs and approving or ratifying all compensation-related
decisions for the named executive officers.

Philosophy

The goals of our executive compensation program are to foster the creation of shareholder value while, at the same
time, motivating and retaining managerial personnel. Our executive compensation program has been designed to hold
executives accountable for the financial and operational performance of the Company, as well as reflecting the value
of the Company’s stock. Therefore, a substantial amount of an executive’s compensation is at risk and tied to the
performance of the Company on both a short-term and long-term basis. Our compensation program includes the use of
Company common stock and stock ownership guidelines that serve to align the interests of our executives with the
interests of our shareholders. Our compensation program is designed to reward executives at levels comparable to our
peers to promote fairness and success in attracting and retaining executives. We believe that our compensation
program does not promote excessive risk-taking and various elements of our policies that are in place, such as capped
incentive opportunities, use of capital return metrics, stock ownership guidelines, recoupment policy and governance
processes, which serve to mitigate excessive risk. The employment agreements with our named executive officers
include a change in control severance benefit that has a “double-trigger” (i.e., requires both a change in control and
termination of the executive’s employment in order to receive that benefit).

Fiscal 2017 Overview
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We are an industrial technology company that designs, produces and sells computerized machine tools. During fiscal
2017, our sales and service fees were $243.7 million, an increase of $16.4 million, or 7%, compared to fiscal 2016 and
included a negative currency impact of $1.3 million, or 1%, when translating foreign sales to U.S. dollars for financial
reporting purposes. The year-over-year growth was due primarily to increased sales of all three product lines (Hurco,
Takumi and Milltronics) in all geographic regions (Americas, Europe and Asia Pacific). Operating income for fiscal
2017 was $20.9 million, or 9% of sales, compared to $19.6 million, or 9% of sales, in fiscal 2016. The year-over-year
improvement in operating income was primarily attributable to a reduction in operating expenses associated with trade
show expenses for the International Manufacturing Technology Show (“IMTS”) held in September 2016.

Alignment of Pay-for-Performance

The compensation program for our named executive officers is designed to provide competitive pay opportunities
while aligning the incentive compensation realized by our named executive officers with the interests of our
shareholders by linking pay with company and stock performance.
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In fiscal 2017, the Committee approved the following four types of incentive compensation opportunities for our
named executive officers, which are intended to align their pay with company and individual performance:

·cash award opportunities under the short-term incentive compensation plan based on the Company’s operating incomemargin for fiscal 2017 and strategic objectives set for each named executive officer for fiscal 2017;
· restricted shares which vest in equal installments over three years;

· performance stock units that will be e
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