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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.

The Compensation Committee (the “Compensation Committee”) of the Board of Directors of Carriage Services, Inc. (the “Company”) has adopted a new
form of award agreement (the “Award Agreement”) pursuant to which it has granted performance-based stock awards (“Awards”) to certain officers and outside
directors of the Company pursuant to the Carriage Services, Inc. Second Amended and Restated 2006 Long-Term Incentive Plan (the “Plan”). Below is a brief
description of the terms of the Award Agreement applicable to the Company’s named executive officers (as defined in Instruction 4 to Item 5.02(e) of Form 8-K,
the “Executive Officers”). This description is subject to, and qualified in its entirety by reference to, the actual text of the Award Agreement, a copy of which is
filed as Exhibit 10.1 to this Current Report on Form 8-K and incorporated herein by reference, and by reference to the Plan, which was filed on April 16, 2012 as
Appendix A to the Company’s Definitive Proxy Statement on Schedule 14A and is incorporated herein by reference.

To the extent vested, the Awards represent the right of the Executive Officers to receive shares of the Company’s common stock upon the Executive
Officers’ payment of a specified purchase price. The Compensation Committee determines the number of shares of the Company’s common stock subject to an
Executive Officer’s Award. The purchase price is equal to the greater of (a) the fair market value of a share of the Company’s common stock on the grant date
plus $0.50 or (b) $9.00. An Executive Officer’s Award will become vested if the closing price of the Company’s common stock is greater than or equal to $21.50
on any three days, whether or not consecutive, within a period of 30 consecutive calendar days, but only if the Executive Officer has remained continuously
employed by the Company from the grant date through such date (the “Price Vesting Date”). If the Price Vesting Date occurs prior to the first anniversary of the
grant date, then the Award will not become vested until the first anniversary of the grant date; provided that the Executive Officer remains continuously employed
by the Company from the grant date through the first anniversary of the grant date. Promptly following the date an Executive Officer’s Award becomes vested
(but no later than March 15th of the calendar year following the calendar year in which such Award becomes vested) and subject to the Executive Officer’s
payment of the purchase price under such Award, the Company will issue and deliver to the Executive Officer the number of shares of the Company’s common
stock subject to such Award. An Executive Officer’s Award will automatically terminate without payment of any consideration if (i) the Executive Officer’s
employment with the Company terminates for any reason (other than due to the Executive Officer’s death or disability) prior to the Price Vesting Date or (ii) the
Price Vesting Date does not occur on or before the fifth anniversary of the grant date.

Effective as of August 2, 2012, Melvin C. Payne was granted an Award with respect to 400,000 shares of the Company’s common stock and L. William
Heiligbrodt was granted an award with respect to 320,000 shares of the Company’s common stock.
 
Item 7.01. Regulation FD Disclosure.

On August 6, 2012, the Company issued a press release announcing adoption of the Award Agreement.

In accordance with General Instruction B.2 of Form 8-K, the information presented herein under Item 7.01 and set forth in the attached Exhibit 99.1 is
deemed to be “furnished” solely pursuant to Item 7.01 of this report and shall not be deemed “filed” for purposes of Section 18 of the Securities Exchange Act of
1934, as amended (the “Exchange Act”), or otherwise subject to the liabilities of that section, nor shall such information or the exhibit be deemed incorporated by
reference into any filing under the Securities Act of 1933, as amended, or the Exchange Act.
 
Item 9.01 Financial Statements and Exhibits.
 

10.1   —   Form of Performance-Based Stock Award Agreement

99.1   —  Press Release dated August 6, 2012
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SIGNATURES

Pursuant to the requirements of the Exchange Act, Carriage Services, Inc. has duly caused this report to be signed on its behalf by the undersigned
thereunto duly authorized.
 
.

 
CARRIAGE SERVICES, INC.
 

Date: August 7, 2012  By:  /s/ Terry E. Sanford
  Terry E. Sanford
  Senior Vice President and Chief Accounting Officer
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Exhibit 10.1

CARRIAGE SERVICES, INC.
SECOND AMENDED AND RESTATED
2006 LONG-TERM INCENTIVE PLAN

PERFORMANCE-BASED
STOCK AWARD AGREEMENT

This Performance-Based Stock Award Agreement (this “Agreement”) is made and entered into as of                     , 20         (the “Grant Date”) by and
between Carriage Services, Inc. (the “Company”) and                      (the “Employee”).

To carry out the purposes of the Carriage Services, Inc. Second Amended and Restated 2006 Long-Term Incentive Plan (the “Plan”), and in consideration
of the mutual agreements and other matters set forth herein and in the Plan, the Company and the Employee hereby agree as follows:

1. Grant of Performance-Based Stock Award. The Company hereby issues to the Employee, as of the Grant Date, a Performance-Based Stock Award
pursuant to Article X and Section 11.1 of the Plan in respect of                      shares of Common Stock (the “Award”), subject to all of the terms and conditions set
forth in the Plan and in this Agreement. To the extent vested, the Award represents the right of the Employee to receive Common Stock upon payment of the
Purchase Price (as defined below). Capitalized terms that are used but not defined herein have the meanings ascribed to them in the Plan unless the context
indicates otherwise. Unless and until the Award vests pursuant to this Agreement, the Employee will have no right to payment in respect of the Award.

2. Purchase Price. Prior to settlement of the Award, but in no event later than the date that is three business days prior to March 15th of the calendar year
following the calendar year that includes the Vesting Date (as defined in Section 3 below), the Employee shall deliver to the Company, with respect to each share
of Common Stock subject to the Award, an amount equal to the greater of (a) the Fair Market Value of a share of Common Stock on the Grant Date plus $0.50 or
(b) $9.00 (the “Purchase Price”). The Purchase Price shall be paid in full either (i) in cash or by certified or bank check, (ii) through irrevocable instructions to a
broker-dealer to sell or margin a sufficient number of shares of Common Stock subject to the Award and deliver the sale or margin loan proceeds directly to the
Company to pay the Purchase Price, (iii) by reduction in the number of shares otherwise deliverable upon vesting of the Award having a Fair Market Value equal
to the Purchase Price or (iv) by any combination of the foregoing methods. Should the Purchase Price not be paid within the time period set forth in this
Section 2, the Award shall thereupon automatically be forfeited by the Employee without further action and without payment of consideration therefor.

3. Vesting. Except as otherwise provided herein, the Award shall vest in full on the Vesting Date (as defined below), provided that the Employee remains
continuously employed by the Company or one of its Affiliates from the Grant Date through the Vesting Date. If the Employee’s employment with the Company
and its Affiliates terminates at any time before the Vesting Date for any reason or no reason whatsoever, then, except as otherwise provided in Sections 5 and 6
below, Award shall thereupon automatically be cancelled and terminated without further action and without payment of any consideration therefor. For purposes
of this Agreement, the “Vesting Date” shall be the date on which the closing price of the Common Stock (as reported in The Wall Street Journal or such other
reporting service approved by the Committee) is greater than or equal to $21.50 for the third time (whether or not consecutive) within a period of 30 consecutive
calendar days. Notwithstanding the foregoing, (a) if the conditions described in the preceding sentence are satisfied on or prior to the first anniversary of the
Grant Date, then the Vesting Date shall be the first anniversary of the Grant Date and (b) if the conditions described in the preceding sentence are not satisfied on
or prior to the fifth anniversary of the Grant Date, then the Award shall automatically terminate without payment of any consideration therefor and shall be of no
further force or effect.

4. Settlement. Subject to Section 10 below, promptly following the Vesting Date (and in all events, no later than March 15th of the calendar year following
the calendar year in which the Vesting Date occurs), subject to the Employee’s payment of the Purchase Price, the Company shall (a) issue and deliver to the
Employee the number of shares of Common Stock subject to the Award (subject to any reductions and/or withholdings pursuant to this Agreement) and (b) enter
the Employee’s name on the books of the Company as the shareholder of record with respect to the shares of Common Stock delivered to the Employee.



5. Death or Disability. If, prior to the Vesting Date, the Employee’s employment with the Company terminates as a result of the Employee’s death or
Disability (as defined below), the Award shall thereupon automatically be cancelled and terminated and no later than March 15th of the calendar year following
the calendar year in which the Employee’s employment terminates, subject to the Employee’s (or, if applicable, the Employee’s estate’s) payment of the Purchase
Price, the Company shall (a) issue and deliver to the Employee (or the Employee’s estate) the number of shares of Common Stock subject to the Award (subject
to any reductions and/or withholdings pursuant to this Agreement) and (b) enter the Employee’s (or, if applicable, the Employee’s estate’s) name on the books of
the Company as the shareholder of record with respect to the shares of Common Stock delivered to the Employee or the Employee’s estate, as applicable. For
purposes of this Agreement, “Disability” shall mean the Employee’s inability, due to mental or physically incapacity, to perform the duties and services required
of the Employee on a full-time basis for a period of at least 180 consecutive days.

6. Corporate Change. In the event of a Corporate Change, notwithstanding anything in Article XII of the Plan to the contrary, the Award shall thereupon
automatically be cancelled and terminated and, as soon as administratively practicable thereafter, but in no event later than March 15th of the calendar year
following the calendar year in which such Corporate Change occurs, the Company shall pay (or cause to be paid) to the Employee an amount of cash equal to the
excess, if any, of the Change in Control Value (as defined below) of the shares of Common Stock subject to the Award over the Purchase Price, subject to any
reductions and/or withholdings pursuant to this Agreement. For purposes of this Section 6, the “Change in Control Value” shall equal the amount determined in
the following clause (a), (b) or (c), whichever is applicable: (a) the per share price offered to stockholders of the Company in any in any merger, consolidation,
reorganization, sale of assets or dissolution or liquidation transaction that constitutes such Corporate Change; (b) the per share price offered to stockholders of the
Company in any tender offer or exchange offer whereby such Corporate Change takes place; or (c) if such Corporate Change occurs other than pursuant to a
tender or exchange offer, the Fair Market Value per share of the shares of Common Stock subject to the Award, as determined by the Committee as of the date
determined by the Committee to be the date of cancellation and termination of the Award. In the event that the consideration offered to stockholders of the
Company in any Corporate Change consists of anything other than cash, the Committee shall determine the fair cash equivalent of the portion of the consideration
offered that is other than cash.

7. Restrictions. Neither the Award nor any of the rights relating thereto may be assigned, alienated, pledged, attached, sold or otherwise transferred or
encumbered by the Employee. Any attempt to assign, alienate, pledge, attach, sell or otherwise transfer or encumber the Award or the rights relating thereto shall
be wholly ineffective and, if any such attempt is made, the Award will be forfeited by the Employee and all of the Employee’s rights to such Award shall
immediately terminate without any payment or consideration by the Company.

8. No Rights as Shareholder; No Dividend Equivalents. The Employee shall not have any rights of a shareholder with respect to the shares of Common
Stock underlying the Award (including, without limitation, any right to receive dividends or dividend equivalents) unless and until the Award vests and is settled
pursuant to Section 4 or 5. Upon and following the settlement of the Award, the Employee shall be the record owner of the shares of Common Stock underlying
the Award unless and until such shares are sold or otherwise disposed of, and as record owner shall be entitled to all rights of a shareholder of the Company
(including voting rights).

9. No Right to Continued Employment. Neither the Plan nor this Agreement shall confer upon the Employee any right to continued employment. Further,
nothing in the Plan or this Agreement shall be construed to limit the discretion of the Company to terminate the Employee’s employment at any time, with or
without Cause.

10. Adjustments. If any change is made to the outstanding Common Stock or the capital structure of the Company, if required, the number of shares of
Common Stock subject to the Award shall be adjusted or terminated in any manner as contemplated by Section 4.3 of the Plan.

11. Tax Withholding. Unless other arrangements have been made that are acceptable to the Company, the Company and each of its Affiliates is authorized
to deduct or withhold from the Award, or cause to be deducted or withheld from any compensation or other amount owing to the Employee, the amount (in cash,
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Common Stock, other securities or property, or Common Stock that would otherwise be issued pursuant to the Award) of any applicable taxes payable in respect
of the vesting and/or settlement of the Award and to take such other actions as may be necessary in the opinion of the Company or any of its Affiliates to satisfy
its tax withholding obligations. Notwithstanding the foregoing, if the Employee is subject to Rule 16b-3 at the time of vesting and/or settlement of the Award,
except as otherwise provided in any tax withholding policy or procedure adopted by the Company, such tax withholding automatically shall be effected by the
Company or one of its Affiliates either by (i) withholding shares of Common Stock otherwise deliverable to the Employee on the settlement of the Award or
(ii) requiring the Employee to tender a cash payment to the Company or such Affiliate in an amount equal to the applicable taxes. In the event that shares of
Common Stock that would otherwise be delivered pursuant to the Award are used to satisfy such withholding obligations, the number of shares that may be
withheld shall be limited to the number of shares that have a Fair Market Value, on the date of withholding, equal to the aggregate amount of such liabilities based
on the minimum statutory withholding rates for federal, state, local and foreign income tax and payroll tax purposes that are applicable to such supplemental
taxable income.

12. Compliance with Applicable Laws. The issuance and transfer of shares of Common Stock shall be subject to compliance by the Company and the
Employee with all applicable requirements of federal and state securities laws and with all applicable requirements of any stock exchange on which the
Company’s shares of Common Stock may be listed. No shares of Common Stock shall be issued or transferred unless and until any then applicable requirements
of state and federal laws and regulatory agencies have been fully complied with to the satisfaction of the Company and its counsel.

13. Notices. Any notice required to be delivered to the Company under this Agreement shall be in writing and addressed to the Secretary of the Company
at the Company’s principal corporate offices. Any notice required to be delivered to the Employee under this Agreement shall be in writing and addressed to the
Employee at the Employee’s address as shown in the records of the Company. Either party may designate another address in writing (or by such other method
approved by the Company) from time to time.

14. Governing Law. This Agreement will be construed and interpreted in accordance with the laws of the State of Texas without regard to conflict of law
principles thereof.

15. Interpretation. Any dispute regarding the interpretation of this Agreement shall be submitted by the Employee or the Company to the Committee for
review. The resolution of such dispute by the Committee shall be final and binding on the Employee and the Company.

16. Award Subject to Plan. This Agreement is subject to the Plan as approved by the Company’s shareholders. The terms and provisions of the Plan as it
may be amended from time to time are hereby incorporated herein by reference. In the event of a conflict between any term or provision contained herein and a
term or provision of the Plan, the applicable terms and provisions of the Plan will govern and prevail.

17. Successors and Assigns. The Company may assign any of its rights under this Agreement. This Agreement will be binding upon, and inure to the
benefit of, the successors and assigns of the Company. Subject to the restrictions on transfer set forth herein, this Agreement will be binding upon the Employee
and the Employee’s beneficiaries, executors, administrators and the person(s) to whom the Award may be transferred by will or the laws of descent or
distribution.

18. Severability. The invalidity or unenforceability of any provision of the Plan or this Agreement shall not affect the validity or enforceability of any
other provision of the Plan or this Agreement, and each provision of the Plan and this Agreement shall be severable and enforceable to the extent permitted by
law.

19. Discretionary Nature of Plan. The Plan is discretionary and may be amended, cancelled or terminated by the Company at any time, in its discretion.
The grant of the Award in this Agreement does not create any contractual right or other right to receive any award in the future. Future awards, if any, will be at
the sole discretion of the Company. Any amendment, modification, or termination of the Plan shall not constitute a change or impairment of the terms and
conditions of the Employee’s employment with the Company.
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20. Amendment. The Committee has the right to amend, alter, suspend, discontinue or cancel the Award, prospectively or retroactively; provided, however,
that no such amendment shall adversely affect the Employee’s material rights under this Agreement without the Employee’s consent.

21. Section 409A. This Award is not intended to constitute or provide for a deferral of compensation that is subject to Section 409A of the Code.
Notwithstanding the foregoing, (a) the Company makes no representations that the Award or any amounts payable under this Agreement are exempt from
Section 409A of the Code and in no event shall the Company be liable for all or any portion of any taxes, penalties, interest or other expenses that may be
incurred by the Employee on account of non-compliance with Section 409A of the Code and (b) if any payment provided for under the Award would be subject to
additional taxes and interest under Section 409A of the Code if the Employee’s receipt of such payment is not delayed in accordance with the requirements of
Section 409A(a)(2)(B)(i) of the Code, then such payment shall not be provided to the Employee (or the Employee’s estate, if applicable) until the earlier of (i) the
date of the Employee’s death or (ii) the date that is six months after the date of the Employee’s separation from service with the Company.

22. No Impact on Other Benefits. The value of the Award is not part of the Employee’s normal or expected compensation for purposes of calculating any
severance, retirement, welfare, insurance or similar employee benefit.

23. Acceptance. The Employee hereby acknowledges receipt of a copy of the Plan and this Agreement. The Employee has read and understands the terms
and provisions thereof, and accepts the Award subject to all of the terms and conditions of the Plan and this Agreement. The Employee acknowledges that there
may be adverse tax consequences upon the vesting or settlement of the Award or disposition of the underlying shares and that the Employee has been advised to
consult a tax advisor prior to such vesting, settlement or disposition. The Employee further acknowledges that the Award and any shares of Common Stock that
may be delivered with respect to the Award are subject to clawback as provided in Section 14.8 of the Plan.

[Signature Page Follows]
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IN WITNESS WHEREOF, the Company has caused this Agreement to be executed by its duly authorized officer, and the Employee has executed this
Agreement, effective for all purposes as provided above.
 

CARRIAGE SERVICES, INC.

By:   

 Name:   

 Title:   

EMPLOYEE

 

SIGNATURE PAGE
TO

PERFORMANCE-BASED
STOCK AWARD AGREEMENT



Exhibit 99.1

Carriage Announces “Good To Great” Stock Award Program

Carriage Services, Inc. (NYSE: CSV) announced today that its Board of Directors and Compensation Committee has approved a new stock award program for its
senior leaders, directors and key support employees that thoroughly aligns the recipient’s interests with the interests of the stockholders consistent with the Vision
of taking Carriage from a “Good” deathcare operating and consolidation company in 2012 “To” a “Great” high performance service and sales company. The
award provides its recipients the right, upon the happening of certain conditions, to purchase Carriage common stock for a predetermined price. However, what is
unique about this stock award program are the following major features:
 

 
•  The stock awards vest only if Carriage’s common stock closes at a price equal to or above $21.50 per share (the “Target Price”) on three days

(whether or not consecutive) within a period of 30 consecutive days, which equates to a compound annual rate of appreciation of 22% over the full
five year period from Friday’s close of $7.99 per share;

 

 
•  Upon vesting, each share can be purchased by participants receiving initial grants at $9.00 per share, a 12.6% premium over Friday’s closing price of

$7.99. Participants receiving grants hereafter would have the right to purchase shares at the higher of (i) $9.00 or (ii) 50¢ above the market price of
Carriage’s common stock at the time their awards are granted;

 

 
•  A participant’s award will generally terminate without payment if the participant’s employment with Carriage and its affiliates terminates prior to the

vesting date; and
 

 
•  If vesting has not occurred on or before August 2, 2017, the program automatically terminates with no residual benefits to participants or impact to

existing shareholders.

As covered in our second quarter earnings release last Thursday and more completely on our conference call Friday morning August 3, 2012, the earnings power
of Carriage’s models and strategies, which includes capital structure, funeral and cemetery operations, selective acquisitions and trust management, is emerging.
As a result, even though our share price was $7.99 on Friday, up 43% YTD from $5.60 at the end of last year, our Board of Directors believes Carriage is
undervalued relative to our public peers.

At the end of last year, which was Carriage’s 20  anniversary, we themed this year as Carriage Services 2012 – A NEW BEGINNING. We also rolled out a
new long term value award for our funeral Managing Partners called the Managing Partner Good To Great Incentive Award, which rewards cumulative
performance over the five year period ending in 2016. The first six months of funeral performance under an extremely difficult and challenging death rate
environment has strengthened our belief that the execution of Carriage’s models and strategies well executed over the next five years will produce superior
financial performance.

This new stock award program links all of our field leadership above the business unit level as well as our Houston support leaders and key employees into the
five year Good To Great Vision and recognizes and rewards them for their important contribution to the value creation process. It also links each outside member
of our Board of Directors into a greater engagement and understanding of Carriage as an investment platform.
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Management and the Board of Directors believe that, while obtaining the Target Price is a challenge, we can achieve the $21.50 Target Price under the new Good
To Great Stock Award Program within five years and in the process create over $13.51 per share (from Friday’s $7.99 price) in incremental value to existing
stockholders, adding $246 million in total equity market value. We now have full and complete alignment at all levels of our company and look forward to
reporting our progress as we move Carriage from Good To Great over the next five years.
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