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Item 5.02. Departure of Directors or Certain Officers; Election of Directors; Appointment of Certain Officers; Compensatory

Arrangements of Certain Officers.

On December 19, 2011, the Management Development and Compensation Committee (the “Committee”) of the Board of Directors (the “Board”) of Harsco
Corporation (the “Company”) finalized the structure of the Company’s 2012 Annual Incentive Plan, in which the Company’s named executive officers and
certain other executives are expected to participate beginning in January 2012 (the “2012 AIP”).  In recent years, Economic Value Added, or EVA®, has been
the sole performance metric for the Company’s Annual Incentive Plans in which the Company’s named executive officers have participated.  The Committee
has adopted a modified structure for the 2012 AIP that will supplement the use of EVA with other performance metrics as a guide for determining final named
executive officer annual incentive payouts.  This modified structure for the Annual Incentive Plan was developed in part based on the Committee’s
consideration of the results of the Company’s 2011 say-on-pay vote and the Committee’s desire to strengthen the linkage between pay and performance under
the 2012 AIP.
 
As in past years, the 2012 AIP will operate as the Company’s short-term annual incentive program for the named executive officers under the Company’s
1995 Executive Incentive Compensation Plan (as amended and restated to date, the “Plan”).  The overall payment gate for annual cash incentives for the
named executive officers and other participants under the 2012 AIP is achievement of 2012 positive cash flow provided by operations.
 
If the overall financial goal (payment gate) of 2012 positive cash flow provided by operations is achieved, then the 2012 AIP will fund based on:
 

·  the Company’s overall year-over-year improvement in EVA performance; and
 

·   business unit year-over-year improvement in EVA performance.
 
Actual payouts to the named executive officers will be guided by the following four measurement components:
 

1.  The Company’s overall year-over-year improvement in EVA performance;
 

2.  Advancing the Company’s strategically important OneHarsco goals through the achievement of key performance indicators (“KPIs”),
which will include one or more of (1) targeted total global sourcing operational expense savings, (2) targeted cost savings from
announced restructuring plans and (3) targeted reduced liability claims costs;

 
3.  Financial KPIs, which will include one or more of (1) operating margin targets excluding restructuring costs but including restructuring

benefits and (2) operating income excluding restructuring costs but including restructuring benefits; and
 

4.  Each participant’s personal achievement of individual KPIs, which will include one or more of (1) succession planning, (2) people
development and (3) personal development.  This will be measured through timely completion of global employee performance
reviews for 2012.

 
The first two components will be guided by Company EVA achievement (the OneHarsco component will be subject to a separately-funded threshold pool
based on positive earnings per share achievement) and funding for the third and fourth components will be based on business unit EVA achievement. In all
cases, final annual incentive payouts under the 2012 AIP will be based on performance and subject to the negative discretion of the Committee.
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