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440 East Middlefield Road
Mountain View, CA 94043
(650) 584-2700
May 1, 2017
Dear Stockholder:
You are cordially invited to attend the Annual Meeting of Stockholders of eHealth, Inc. that will be held on June 13, 2017 at 8:30 a.m. Pacific Daylight
Time at the Garden Court Hotel, located at 520 Cowper Street, Palo Alto, California 94301.
In connection with our 2017 Annual Meeting of Stockholders, we have elected to provide access to our proxy materials over the Internet to all
stockholders under the Securities and Exchange Commission’s “notice and access” rules. We believe that our use of this process should expedite
stockholders’ receipt of proxy materials, lower the costs of our annual meeting and help to conserve natural resources. Hard copies of the proxy materials,
including the Proxy Statement and Annual Report, will be mailed upon request.
Your vote is important. Whether or not you plan to attend the Annual Meeting, we ask you to vote as soon as possible. You may vote over the Internet
as well as by telephone or by mailing a proxy or voting instruction form. Voting over the Internet, by telephone, by written proxy or by written voting
instruction form will ensure your representation at the Annual Meeting of Stockholders regardless of whether or not you attend in person. Please review the
instructions on the proxy, voting instruction form or important notice regarding availability of proxy materials regarding each of these voting options.
Also, please let us know if you plan to attend our annual meeting by marking the appropriate box on the enclosed proxy card if you have requested to
receive printed proxy materials or, if you vote by telephone or Internet, indicating your plans when prompted.
Thank you for your ongoing support of eHealth, Inc.
Sincerely yours,

Scott N. Flanders
Chief Executive Officer and Director

EHEALTH, INC.
Notice of Annual Meeting of Stockholders
to be held on June 13, 2017
To the Stockholders of eHealth, Inc.:
The Annual Meeting of Stockholders of eHealth, Inc., a Delaware corporation, will be held at the Garden Court Hotel, located at 520 Cowper Street,
Palo Alto, California 94301, on Tuesday, June 13, 2017 at 8:30 a.m. Pacific Daylight Time for the following purposes:
1.

To elect one (1) Class II director (Randall S. Livingston) to serve for a term of three years and until his successor is duly elected and qualified,
subject to earlier resignation or removal;

2.

To ratify the appointment of Ernst & Young LLP as our independent registered public accounting firm for our fiscal year ending December 31,
2017;

3.

To vote to approve, on an advisory basis, the compensation of our Named Executive Officers;

4.

To vote to approve, on an advisory basis, the frequency of the voting with respect to the compensation of our Named Executive Officers; and

5.

To transact such other business as may properly come before the Annual Meeting or at any postponement or adjournment of the Annual
Meeting.

The foregoing items of business are more fully described in the Proxy Statement accompanying this Notice or made available over the Internet. We are
not aware of any other business to come before the Annual Meeting.
Only stockholders of eHealth as of the close of business on April 17, 2017 and their proxies are entitled to notice of and to vote at the Annual Meeting
and any postponements, adjournments or continuations thereof.
All stockholders are invited to attend the Annual Meeting in person. Any stockholder attending the Annual Meeting may vote in person even if the
stockholder returned a proxy. Please note, however, that if your shares are held of record by a broker, bank or other nominee and you wish to vote at the
Annual Meeting, you must obtain a proxy issued in your name from the record holder giving you the right to vote the shares.
By Order of the Board of Directors,

Scott Giesler
Secretary
Mountain View, California
May 1, 2017
Whether or not you expect to attend the annual meeting, we encourage you to read the proxy statement and submit your proxy or voting
instructions as promptly as possible in order to ensure your representation at the annual meeting. We strongly encourage you to vote.
You may submit your proxy or voting instructions for the annual meeting by using the telephone or the Internet or, if you requested to receive
printed proxy materials, you may also submit your proxy or voting instructions by completing, signing, dating and returning your proxy card or
voting instruction form in the pre-addressed envelope provided. For specific instructions on how to vote your shares, please refer to the section
entitled “Questions and Answers About the Proxy Materials and the Annual Meeting” in this proxy statement and the instructions on the proxy,
voting instruction form or important notice regarding availability of proxy materials. Even if you have given your proxy, you may still vote in
person if you attend the annual meeting. Please note, however, that if your shares are held of record by a broker, bank or other nominee and you
wish to vote at the annual meeting, you must obtain a proxy issued in your name from the record holder.

eHealth, Inc.
440 East Middlefield Road
Mountain View, CA 94043
(650) 584-2700

PROXY STATEMENT

The Board of Directors of eHealth, Inc., a Delaware corporation (“we,” “us,” “our” or the “Company”), is soliciting proxies in the accompanying form
to be used at our Annual Meeting of Stockholders to be held at the Garden Court Hotel, located at 520 Cowper Street, Palo Alto, California 94301, on
Tuesday, June 13, 2017 at 8:30 a.m. Pacific Daylight Time and for any postponement, adjournment or continuation thereof (the “Annual Meeting”).
On or about May 1, 2017, we expect to mail to our stockholders a Notice of Internet Availability of Proxy Materials containing instructions on how to
access our proxy statement for our Annual Meeting and our Annual Report to stockholders, how to vote online or by telephone, and how to receive a paper
copy of the proxy materials by mail.
QUESTIONS AND ANSWERS ABOUT
THE PROXY MATERIALS AND THE ANNUAL MEETING
What proposals will be voted on at the Annual Meeting?
Four proposals are scheduled to be voted on at the Annual Meeting:
1.

The election of one (1) Class II director (Randall S. Livingston) to serve for a term of three years and until his successor is duly elected and
qualified, subject to earlier resignation or removal (Proposal 1);

2.

The ratification of the appointment of Ernst & Young LLP as our independent registered public accounting firm for our fiscal year ending
December 31, 2017 (Proposal 2);

3.

A vote to approve, on an advisory basis, the compensation of our Named Executive Officers (Proposal 3); and

4.

A vote to approve, on an advisory basis, the frequency of the voting with respect to the compensation of our Named Executive Officers (Proposal
4).

We will also consider any other business that properly comes before the meeting. If any other matters are properly brought before the meeting, the
persons named in the enclosed proxy card or voter instruction card will vote the shares they represent using their judgment.
What are the recommendations of the board of directors?
Our board of directors unanimously recommends that you vote:
1.

“FOR” the election of the nominated Class II director (Proposal 1);

2.

“FOR” the ratification of the appointment of Ernst & Young LLP as our independent registered public accounting firm for our fiscal year ending
December 31, 2017 (Proposal 2);

3.

“FOR” the proposal regarding a vote to approve, on an advisory basis, the compensation of our Named Executive Officers (Proposal 3); and
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4,

“EVERY YEAR” for the proposal regarding a vote to approve, on an advisory basis, the frequency of the voting with respect to the
compensation of our Named Executive Officers (Proposal 4).

Will there be any other items of business on the agenda?
We do not expect any other items of business, because the deadline for stockholder proposals and nominations has already passed. Nonetheless, in case
there is an unforeseen need, the accompanying proxy gives discretionary authority to the persons named on the proxy with respect to any other matters that
might be brought before the Annual Meeting or at any postponement or adjournment of the Annual Meeting. Those persons intend to vote that proxy in
accordance with their judgment. If for any reason any of the nominees are not available as candidates for director, and our board of directors has not reduced
the authorized number of directors on our board of directors, the persons named as proxy holders will vote your proxy for such other candidate or candidates
as may be nominated by the board of directors.
What constitutes a quorum?
As of the close of business on April 17, 2017 (the “Record Date”), there were 18,431,191 shares of our common stock outstanding. The presence at the
Annual Meeting or at any postponement or adjournment of the Annual Meeting, in person or by proxy, of the holders of a majority of the voting power of the
common stock outstanding on the Record Date will constitute a quorum. Both abstentions and broker non-votes are counted for the purpose of determining
the presence of a quorum.
Who is entitled to vote?
Stockholders holding shares of our common stock at the close of business on the Record Date may vote at the Annual Meeting or at any postponement
or adjournment of the Annual Meeting. You may vote all shares owned by you as of the Record Date, including (i) shares held directly in your name as the
stockholder of record and (ii) shares held for you as the beneficial owner in street name through a broker, bank or other nominee. Each holder of our common
stock is entitled to one vote for each share of common stock held as of the Record Date.
What is the difference between holding shares as a stockholder of record and as a beneficial owner?
Stockholder of Record. If your shares are registered directly in your name with our transfer agent, Computershare Trust Company, N.A., you are
considered, with respect to those shares, the “stockholder of record.”
Beneficial Owner. If your shares are held in a stock brokerage account or by a bank or other nominee, you are considered the “beneficial owner” of
shares held in street name. Your broker, bank or nominee is considered with respect to those shares the stockholder of record. As the beneficial owner, you
have the right to direct your broker, bank or nominee how to vote your shares. Other than routine matters, such as a proposal to ratify an independent
registered public accounting firm, your broker will not be able to vote your shares unless your broker receives specific voting instructions from you. You
must give your broker voting instructions in order for your vote to be counted on the proposal to elect directors (Proposal 1), the proposal regarding a vote to
approve, on an advisory basis, the compensation of our Named Executive Officers (Proposal 3) and the proposal regarding a vote to approve, on an advisory
basis, the frequency of the voting with respect to the compensation of our Named Executive Officers (Proposal 4). We strongly encourage you to vote.
How do I vote?
You may vote using any of the following methods:
•

By Internet. Stockholders of record of our common stock as of the Record Date with Internet access may submit proxies by following the Internet
voting instructions on the Important Notice Regarding
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the Availability of Proxy Materials (the “Notice of Availability”) or, in the case of stockholders of record who have requested to receive printed
proxy materials, by accessing the website specified on the proxy cards provided by Computershare Trust Company, N.A., our transfer agent.
Stockholders who hold shares beneficially in street name may provide voting instructions by accessing the website specified on the Notice of
Availability or, in the case of beneficial holders of shares in street name who have requested to receive printed proxy materials, by accessing the
website specified on the voting instruction forms provided by their brokers, banks or nominees. Please check the voting instruction form for
Internet voting availability. Please be aware that if you submit voting instructions over the Internet, you may incur costs such as telephone and
Internet access charges for which you will be responsible.
•

By Telephone. Stockholders of record of our common stock as of the Record Date who live in the United States or Canada may submit proxies by
following the telephone voting instructions on their Notice of Availability or, in the case of stockholders of record who have requested to receive
printed proxy materials, by following the telephone voting instructions specified on the proxy cards. Stockholders who hold shares beneficially
in street name, live in the United States or Canada and have requested to receive printed proxy materials may provide voting instructions by
telephone by calling the number specified on the voting instruction forms provided by their brokers, banks or nominees. Please check the voting
instruction form for telephone voting availability.

•

By Mail. Stockholders of record of our common stock as of the Record Date who have requested paper copies of their proxy materials may submit
proxies by completing, signing and dating their proxy cards and mailing them in the accompanying pre-addressed envelopes. If you return your
signed proxy but do not indicate your voting preferences, your shares will be voted on your behalf “FOR” the Class II nominee to the board of
directors (Proposal 1), “FOR” the ratification of Ernst & Young LLP as our independent registered public accounting firm for our fiscal year
ending December 31, 2017 (Proposal 2), “FOR” the proposal regarding a vote to approve, on an advisory basis, the compensation of our Named
Executive Officers (Proposal 3) and “EVERY YEAR” for the proposal regarding a vote to approve, on an advisory basis, the frequency of the
voting with respect to the compensation of our Named Executive Officers (Proposal 4). Stockholders who hold shares beneficially in street name
and have requested to receive printed proxy materials may provide voting instructions by mail by completing, signing and dating the voting
instruction forms provided by their brokers, banks or other nominees and mailing them in the accompanying pre-addressed envelopes.

•

In person at the Annual Meeting. Shares held in your name as the stockholder of record may be voted in person at the Annual Meeting or at any
postponement or adjournment of the Annual Meeting. Shares held beneficially in street name may be voted in person only if you obtain a legal
proxy from the broker, bank or nominee that holds your shares giving you the right to vote the shares. Even if you plan to attend the Annual
Meeting, we recommend that you also submit your proxy or voting instructions by mail, telephone, or Internet so that your vote will be counted
if you later decide not to attend the Annual Meeting.

Can I change my vote or revoke my proxy?
If you are a stockholder of record, you may revoke your proxy at any time prior to the vote at the Annual Meeting. If you submitted your proxy by
mail, you must file with our Secretary a written notice of revocation or deliver, prior to the vote at the Annual Meeting, a valid, later-dated proxy. If you
submitted your proxy by telephone or the Internet, you may revoke your proxy with a later telephone or Internet proxy, as the case may be. Attendance at the
Annual Meeting will not have the effect of revoking a proxy unless you give written notice of revocation to the Secretary before the proxy is exercised or you
vote by written ballot at the Annual Meeting. If you are a beneficial owner, you may vote by submitting new voting instructions to your broker, bank or
nominee, or, if you have obtained a legal proxy from your broker, bank or nominee giving you the right to vote your shares, by attending the meeting and
voting in person.
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How are votes counted?
In the election of the Class II director (Proposal 1), you may vote “FOR” the nominee or your vote may be “WITHHELD” with respect to the nominee.
With respect to the ratification of the appointment of Ernst & Young LLP as our independent registered public accounting firm for our fiscal year ending
December 31, 2017 (Proposal 2) and the vote to approve, on an advisory basis, the compensation of our Named Executive Officers (Proposal 3), you may vote
“FOR,” vote “AGAINST” or “ABSTAIN.” With respect to the vote to approve, on an advisory basis, the frequency of the voting with respect the
compensation of our Named Executive Officers (Proposal 4), you may vote “EVERY YEAR,” “EVERY TWO YEARS,” “EVERY THREE YEARS” or
“ABSTAIN.” If you “ABSTAIN,” the abstention has no effect on the voting results, although abstentions are considered votes cast for the purpose of
determining the presence of a quorum. If you provide specific instructions, your shares will be voted as you instruct.
If you sign your proxy card with no further instructions, your shares will be voted in accordance with the recommendations of the board of directors
(“FOR” the Class II nominee to the board of directors (Proposal 1), “FOR” the ratification of Ernst & Young LLP as our independent registered public
accounting firm for our fiscal year ending December 31, 2017 (Proposal 2), “FOR” the proposal regarding a vote to approve, on an advisory basis, the
compensation of our Named Executive Officers (Proposal 3), “EVERY YEAR” for the proposal regarding a vote to approve, on an advisory basis, the
frequency of the voting with respect to the compensation of our Named Executive Officers (Proposal 4) and in the discretion of the proxy holders on any
other matters that properly come before the Annual Meeting or any postponement or adjournment of the Annual Meeting). If you are a beneficial holder and
do not return a voting instruction form, your broker, bank or nominee may only vote on the ratification of Ernst & Young LLP as our independent registered
public accounting firm for our fiscal year ending December 31, 2017.
What vote is required to approve each item?
In the election of the Class II director (Proposal 1), the nominee receiving the highest number of “FOR” votes cast at the Annual Meeting in person or
by proxy or at any postponement or adjournment of the Annual Meeting will be elected. The ratification of the appointment of Ernst & Young LLP as our
independent registered public accounting firm for our fiscal year ending December 31, 2017 (Proposal 2) and the vote to approve, on an advisory basis, the
compensation of our Named Executive Officers (Proposal 3) require the affirmative “FOR” vote of a majority of the votes cast affirmatively or negatively at
the Annual Meeting in person or by proxy or at any postponement or adjournment of the Annual Meeting. With respect to the vote to approve, on an
advisory basis, the frequency of the voting with respect to the compensation of our Named Executive Officers (Proposal 4), if none of the frequency options
receive a majority of the votes cast, the option receiving the greatest number of votes will be considered the frequency recommended by our stockholders.
Even though this vote will neither be binding on us nor our board of directors nor will it create or imply any change in the fiduciary duties of, or impose any
additional fiduciary duty on, us or our board of directors, our board of directors will take into account the outcome of this vote in making a determination on
the frequency at which non-binding, advisory votes on the compensation of our Named Executive Officers will be included in our proxy statement.
What are broker non-votes and what effect do they have on the proposals?
If you hold your shares beneficially in street name and do not provide your broker, bank or nominee with voting instructions, your shares may
constitute “broker non-votes.” Generally, broker non-votes occur when a broker (1) has not received voting instructions from the beneficial owner with
respect to a particular proposal and (2) lacks discretionary voting power to vote those shares with respect to that particular proposal. In tabulating the voting
results for any particular proposal, shares that constitute broker non-votes are not considered votes cast on that proposal. Thus, other than being counted for
the purpose of determining a quorum, broker non-votes will not affect the outcome of any matter being voted on at the Annual Meeting or any postponement
or adjournment of the Annual Meeting, assuming that a quorum is obtained.
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A broker is entitled to vote shares held for a beneficial owner on “routine” matters, such as the ratification of Ernst & Young LLP as our independent
registered public accounting firm for our fiscal year ending December 31, 2017 (Proposal 2), without instructions from the beneficial owner of those shares.
On the other hand, absent instructions from the beneficial owner of such shares, a broker is not entitled to vote shares held for a beneficial owner on certain
“non-routine” matters, such as the election of our Class II director (Proposal 1), the vote to approve, on an advisory basis, the compensation of our Named
Executive Officers (Proposal 3) and the vote to approve, on an advisory basis, the frequency of the voting with respect to the compensation of our Named
Executive Officers (Proposal 4).
Broker non-votes are counted for purposes of determining whether or not a quorum exists for the transaction of business at the Annual Meeting or any
postponement or adjournment of the Annual Meeting, but will not be counted for purposes of determining the number of shares represented and voted with
respect to an individual proposal, and therefore will have no effect on the outcome of the vote on an individual proposal. Thus, if you do not give your
broker specific voting instructions, your shares may not be voted on these “non-routine” matters and will not be counted in determining the number of shares
necessary for approval.
Is cumulative voting permitted for the election of directors?
No. Neither our charter nor our bylaws permit cumulative voting at any election of directors.
I am a stockholder, and I only received a copy of the Important Notice Regarding Availability of Proxy Materials in the mail. How may I obtain a full
set of the proxy materials?
In accordance with the “notice and access” rules of the Securities and Exchange Commission, we may furnish proxy materials, including this Proxy
Statement and our 2016 Annual Report, to our stockholders of record and beneficial owners of shares by providing access to such documents on the Internet
instead of mailing printed copies. Stockholders will not receive printed copies of the proxy materials unless they request them. Instead, the Notice of
Availability, which was mailed to our stockholders, will instruct you as to how you may access and review all of the proxy materials on the Internet. If you
would like to receive a paper or electronic copy of our proxy materials, you should follow the instructions for requesting such materials in the Notice of
Availability.
I share an address with another stockholder, and we received only one paper copy of the proxy materials. How may I obtain an additional copy of the
proxy materials?
We have adopted a procedure called “householding,” which the Securities and Exchange Commission has approved. Under this procedure, we deliver
a single copy of the Notice of Availability and, if applicable, the proxy materials and the 2016 Annual Report to multiple stockholders who share the same
address unless we received contrary instructions from one or more of the stockholders. This procedure reduces our printing costs, mailing costs and fees.
Stockholders who participate in householding will continue to be able to access and receive separate proxy cards. Upon written or oral request, we will
deliver promptly a separate copy of the Notice of Availability and, if applicable, the proxy materials and the 2016 Annual Report to any stockholder at a
shared address to which we delivered a single copy of any of these documents. To receive a separate copy of the Notice of Availability and, if applicable,
these proxy materials or the 2016 Annual Report, stockholders may contact us at the following address and telephone number:
Investor Relations
eHealth, Inc.
440 East Middlefield Road
Mountain View, CA 94043
(650) 210-3111
Stockholders who hold shares in street name (as described above) may contact their brokerage firm, bank, broker- dealer or other similar organization to
request information about householding.
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How are proxies solicited?
The costs and expenses of soliciting the proxy accompanying this Proxy Statement from stockholders will be borne by us. Our employees, officers and
directors may solicit proxies in person, by telephone or by electronic communication. None of these individuals will receive any additional or special
compensation for doing this, but they may be reimbursed for reasonable out-of-pocket expenses. We may engage the services of proxy solicitors to assist us
in the distribution of proxy materials and the solicitation of votes, for which we will pay customary fees plus reasonable out-of-pocket expenses. In addition,
we may reimburse brokerage houses and other custodians, nominees and fiduciaries for their reasonable out-of- pocket expenses for forwarding proxy and
solicitation material to the beneficial owners of common stock.
Who will serve as inspector of elections?
Our officers are authorized to designate an inspector of elections for the meeting. It is anticipated that the inspector of elections will be a representative
from Computershare Trust Company, N.A.
Date of our fiscal year end
This Proxy Statement provides information about the matters to be voted on at the Annual Meeting and additional information about us and our
executive officers and directors. Some of the information is provided as of the end of our 2016 fiscal year and some information is provided as of a more
current date. Our fiscal year ends on December 31.
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PROPOSAL 1
ELECTION OF DIRECTOR
General
Our board of directors currently consists of five directors. Our certificate of incorporation provides a classified board of directors consisting of three
classes of directors, each serving staggered three-year terms. As a result, a portion of our board of directors are elected each year.
Our Class II director, whose term will expire at the Annual Meeting, is Randall S. Livingston. Our board of directors has nominated Class II director
Randall S. Livingston for election at the Annual Meeting. If elected, Mr. Livingston will serve as director until the Annual Meeting of Stockholders in 2020
and until his successor is elected and qualified, subject to earlier resignation or removal.
The names and certain information about the continuing directors in each of the three classes of the board of directors are set forth below. There are no
family relationships among any of our directors or executive officers.
It is intended that the proxies will be voted, unless otherwise indicated, for the election of the nominee (Mr. Livingston) for election as Class II director.
If the nominee should for any reason be unable or unwilling to serve at any time prior to the Annual Meeting, the proxies will be voted for the election of
such other person as substitute nominee as the board of directors may designate in place of such nominee.
Nominee for Class II Director
The following paragraphs provide information as of the date of this proxy statement about our nominee for director. The information presented
includes information the nominee has given us about his age, positions held, principal occupation and business experience for at least the past five years, and
directorships of publicly-held companies for the past five years. We also describe the specific qualifications of our nominee that contribute to the board’s
effectiveness as a whole. We believe that our nominee possesses integrity, honesty, sound judgment, high ethical standards and a commitment of service to
us.
The name of the nominee for Class II director and certain biographical information about him as of the date of this proxy statement are set forth below:
Name

Age

Position and Offices Held with the Company

Randall S. Livingston(1)

63

Director

(1)

Director Since

2008

Mr. Livingston serves as chairperson of the audit committee of our board of directors and as a member of the nominating and corporate governance
committee and strategy committee of our board of directors.

Randall S. Livingston. Director. Randall Livingston has served as a director since December 2008. Mr. Livingston is the vice president for business
affairs and chief financial officer of Stanford University and has served in these roles since 2001. From 1999 to 2001, Mr. Livingston served as executive vice
president and chief financial officer of OpenTV Corp., a provider of interactive television software and services. Mr. Livingston received a B.S. in mechanical
engineering from Stanford University and an M.B.A. from the Stanford Graduate School of Business. Mr. Livingston serves as a member of the board of
directors of Pacific Biosciences, Inc and previously served as a member of the board of directors of Genomic Health, Inc. from 2004 to 2016. Mr. Livingston
brings to our board of directors substantial financial expertise that includes extensive knowledge of the financial and operational issues facing large
companies acquired in the course of serving as the chief financial officer of a major university, as a finance executive for several Silicon Valley companies
and working with a major international management consulting firm.
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Required Vote and Board of Directors Recommendation
The candidate receiving the highest number of affirmative votes cast in person or by proxy at the Annual Meeting or at any postponement or
adjournment of the Annual Meeting will be elected as director to serve until his successor has been duly elected and qualified, subject to earlier resignation
or removal.
The board of directors recommends a vote “FOR” election as director of the nominee set forth above.
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DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE
Directors Not Standing for Election
The following paragraphs provide information as of the date of this proxy statement about the continuing members of our board of directors not
standing for election at the Annual Meeting. Director service terms expire at the Annual Meeting in the years set forth below. The information presented
includes information each director has given us about his or her age, positions held, principal occupation and business experience for at least the past five
years, and directorships of publicly-held companies for the past five years. We also describe the specific qualifications of each of our directors that contribute
to the board’s effectiveness as a whole. We believe that all of our directors possess integrity, honesty, sound judgment, high ethical standards and a
commitment of service to us.
Name

Age

Position and Offices Held with the Company

Scott N. Flanders(1)
Michael D. Goldberg(2)
Jack L. Oliver(3)
Ellen O. Tauscher(4)

60
59
48
65

Chief Executive Officer and Director
Director
Director
Chairperson of the Board of Directors

(1)
(2)
(3)
(4)

Year Term Expires

2019
2019
2018
2018

Mr. Flanders serves as a member of the equity incentive committee of our board of directors.
Mr. Goldberg serves as chairperson of the compensation committee and strategy committee of our board of directors and as a member of the audit
committee and equity incentive committee of our board of directors.
Mr. Oliver serves as chairperson of the nominating and corporate governance committee and government and regulatory affairs committee of our board
of directors and as a member of the compensation committee of our board of directors.
Ms. Tauscher serves as a member of the audit committee and government and regulatory affairs committee of our board of directors.

Scott N. Flanders. Chief Executive Officer and Director. Scott Flanders has served as our chief executive officer since May 2016 and as a member of
our board of directors since February 2008. Prior to becoming our chief executive officer, Mr. Flanders served as the chief executive officer of Playboy
Enterprises, Inc., a media and lifestyle company, from July 2009 to May 2016, and continues to serve as a member of its board of directors. Previously,
Mr. Flanders served as the president and chief executive officer of Freedom Communications, Inc., a privately-owned media company, from January 2006 to
June 2009, and as a member of its board of directors from 2001 to 2009. Freedom Communications, Inc. filed a voluntary petition under Chapter 11 of the
U.S. Bankruptcy Code in September 2009. From 1999 to July 2005, Mr. Flanders served as the chairman and chief executive officer of Columbia House
Company, a direct marketer of music and video products, which was acquired by Bertelsmann AG in July 2005. Mr. Flanders holds a B.A. degree in
economics from the University of Colorado and a J.D. from Indiana University. He is also a certified public accountant. Mr. Flanders brings to our board of
directors substantial management and operational expertise as a result of his experience as our chief executive officer, his leadership of several large media
companies and his background in law and accounting, all of which are relevant to our overall business.
Michael D. Goldberg. Director. Michael Goldberg has served as a director since June 1999. Mr. Goldberg has served as the executive chairman of
DNAnexus, Inc., a cloud-based genomic data company, and as an advisor at other private life science companies since May 2011. From January 2005 to May
2011, Mr. Goldberg was a partner at Mohr Davidow Ventures, a venture capital firm. From October 2000 to December 2004, Mr. Goldberg served as a
managing director of Jasper Capital, a management and financial consultancy business. In 1995, Mr. Goldberg founded OnCare, Inc., an oncology practice
management company, and served as its chairman until August 2001 and as its chief executive officer until March 1999. Mr. Goldberg previously served as
founder, president and chief executive officer of Axion, Inc., a cancer-focused healthcare service company, from 1987 to 1995. Mr. Goldberg holds a B.A. in
philosophy from Brandeis University and an M.B.A. from the Stanford Graduate School of Business. Mr. Goldberg serves as the chairman of the board of
directors of CareDx,
9

Inc. Mr. Goldberg brings to our board of directors his broad background as a seasoned entrepreneur, senior executive and as a venture capital investor
focusing on healthcare-related industries, all of which has provided him with deep understanding of the healthcare field and significant experience
overseeing corporate strategy, evaluating operating strategy and evaluating business management teams.
Jack L. Oliver, III. Director. Jack Oliver has served as a director since December 2005. Since March 2005, Mr. Oliver has been a senior advisor at the
law firm Bryan Cave LLP. Mr. Oliver also has served as a senior advisor at Barclay’s PLC since March 2009. From August 2005 to 2008, Mr. Oliver served as
a senior advisor at Lehman Brothers with a focus on Lehman Brothers’ global client relationship management and private management businesses. Prior to
his work at Bryan Cave, Mr. Oliver served on various political campaigns, including those for the candidacies of Senator Jack Danforth, Senator Kit Bond,
Senator John Ashcroft and Congressman Jim Talent. He is also a former deputy chairman of the Republican National Committee and was national finance
director for President George Walker Bush’s presidential campaign. Mr. Oliver holds a B.A. degree in political science and communications from Vanderbilt
University and a J.D. from the University of Missouri School of Law. Mr. Oliver brings to our board of directors his political acumen and experience with
government policy-making and expertise in strategy development, acquired through his legal training and his extensive involvement with several successful
senatorial, congressional and presidential campaigns, all of which inform his views with respect to the strategic direction of our company.
Ellen O. Tauscher, Director. Ellen Tauscher has served as a director since July 2012 and as chairperson of our board of directors since May 2016.
Ms. Tauscher is a strategic advisor at Baker, Donelson, Bearman, Caldwell & Berkowitz, PC and has served in this role since August 2012. From February
2012 to August 2012, Ms. Tauscher served as Special Envoy for Strategic Stability and Missile Defense at the U.S. State Department. Ms. Tauscher was
nominated in March 2009 by President Obama to serve as Under Secretary of State for Arms Control and International Security Affairs, which Ms. Tauscher
served from June 2009 to February 2012. Prior to joining the State Department, Ms. Tauscher served from January 1997 to June 2009 as a member of the U.S.
House of Representatives from California’s 10th Congressional District. While a member of Congress, Ms. Tauscher served on the House Armed Services
Committee and House Transportation and Infrastructure Committee and as the Chairman of the Strategic Forces Subcommittee of the House Armed Services
Committee. Prior to serving in Congress, Ms. Tauscher worked in investment banking and the financial services industry in various roles for Bache Halsey
Stuart Shields, Bear Stearns & Co. and Drexel Burnham Lambert and as an officer of the American Stock Exchange. Ms. Tauscher also serves as a member of
the board of directors of Edison International and SeaWorld Entertainment. Ms. Tauscher previously served on the board of directors of Invacare Corporation
from February 2012 to May 2015. Ms. Tauscher holds a B.S. degree in early childhood education from Seton Hall University. Ms. Tauscher brings to our
board of directors her expertise in finance and strategy development and knowledge of government affairs acquired through her service at the State
Department and in Congress as well as during her career in investment banking.
Board Independence
The board of directors has determined that each of its current directors, except Scott N. Flanders, is independent within the meaning of the NASDAQ
Global Market director independence standards, as currently in effect.
Board of Directors Meetings
The board of directors held twenty-six meetings during 2016. Each of our directors serving on the board of directors during 2016 attended at least 75%
of the meetings held by the board of directors and by the committees on which such director served during 2016. The independent members of our board of
directors meet in executive session without management present on a regular basis.
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Committees of the Board of Directors
Our board of directors has an audit committee, a compensation committee, a nominating and corporate governance committee, a government and
regulatory affairs committee, a strategy committee and an equity incentive committee, each of which has the composition and responsibilities described
below. Each committee acts pursuant to written charters approved by the board of directors. The charters for the audit committee, compensation committee
and nominating and corporate governance committee are available in the “Investor Relations” section of our corporate website at www.ehealth.com.
Audit Committee. The current members of our audit committee are Messrs. Goldberg and Livingston and Ms. Tauscher. Mr. Livingston is the
chairperson of the audit committee. Our board of directors has determined that each member of our audit committee meets the requirements for independence
of the NASDAQ Global Market and the Securities and Exchange Commission for audit committee membership. Our board of directors has also determined
that each Audit Committee member meets financial sophistication requirements of the NASDAQ Global Market and that Messrs. Goldberg and Livingston are
“audit committee financial experts” as defined in Securities and Exchange Commission rules. The audit committee held ten meetings during 2016.
Among other duties, our audit committee:
•

appoints a firm to serve as independent accountant to audit our financial statements;

•

discusses the scope and results of the audit with the independent accountant and reviews with management and the independent accountant our
interim and year-end operating results;

•

reviews the adequacy of our internal accounting controls and audit procedures;

•

approves (or, as permitted, pre-approves) all audit and non-audit services to be performed by the independent accountant; and

•

prepares the report that the Securities and Exchange Commission requires in our annual proxy statement.

The audit committee has the sole and direct responsibility for appointing, retaining and approving the compensation of our independent auditors and
for overseeing their work. All audit services and all non-audit services, other than de minimis non-audit services, to be provided to us by our independent
auditors are approved in advance by our audit committee.
Compensation Committee. The current members of our compensation committee are Messrs. Goldberg and Oliver. Mr. Goldberg is the chairperson of
the compensation committee. Our board of directors has determined that each member of our compensation committee meets the applicable requirements for
independence of the NASDAQ Global Market, the Securities and Exchange Commission and Internal Revenue Service. The purpose of our compensation
committee is to assist our board of directors in determining the compensation of our executive officers and directors. The compensation committee held seven
meetings during 2016.
Among other duties, our compensation committee:
•

establishes the corporate goals and objectives that pertain to the variable compensation of our chief executive officer;

•

evaluates our chief executive officer’s performance;

•

determines our chief executive officer’s compensation, based on evaluating his or her performance and other relevant criteria;

•

determines, in consultation with our chief executive officer, the compensation of our executive officers;
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•

makes recommendations to our board of directors regarding the compensation of members of our board of directors;

•

makes recommendations to our board of directors regarding adopting or amending equity incentive plans (including changes in the number of
shares reserved for issuance thereunder);

•

reviews and makes recommendations to our board of directors with respect to incentive compensation and equity plans;

•

administers our equity incentive plans and may delegate to another committee of our board of directors the concurrent authority to make awards
under our equity incentive plans to individuals other than executive officers;

•

reviews and discusses with management the compensation discussion and analysis to be included in our proxy statement or annual report and
issues any report required by the Securities and Exchange Commission to be included in our proxy statement or annual report; and

•

assesses risks relating to compensation plans and arrangements.

Nominating and Corporate Governance Committee. The current members of our nominating and corporate governance committee are Messrs.
Livingston and Oliver. Mr. Oliver is the chairperson of the nominating and corporate governance committee. Our board of directors has determined that each
member of our nominating and corporate governance committee meets the applicable requirements for independence of the NASDAQ Global Market. The
nominating and corporate governance committee held four meetings during 2016.
Among other duties, our nominating and corporate governance committee:
•

identifies, evaluates and recommends nominees to our board of directors and committees of our board of directors;

•

conducts searches for appropriate members of the board of directors and oversees the evaluation of the performance of our board of directors and
of individual directors; and

•

reviews developments in corporate governance practices and makes recommendations to the board of directors concerning corporate governance
matters.

Government and Regulatory Affairs Committee. The current members of our government and regulatory affairs committee are Mr. Oliver and
Ms. Tauscher. Mr. Oliver is the chairperson of the government and regulatory affairs committee. The governance and regulatory affairs committee was formed
in May 2016 and held two meetings during 2016.
Among other duties, our governance and regulatory affairs committee:
•

reviews our goals and objectives relating to the governmental affairs, regulatory, public policy and political developments impacting our
business;

•

provides insight and awareness to the board of directors on emerging issues relating to political and regulatory development, at the federal and
state levels, and the practical impact to us of such developments; and

•

assists in the preparation of our response to an unusual situation or crisis relating to a regulatory or political development.

Strategy Committee. The current members of our strategy committee are Messrs. Goldberg and Livingston. Mr. Goldberg is the chairperson of the
strategy committee. The strategy committee was formed in May 2016 and held four meetings during 2016.
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Among other duties, our strategy committee:
•

reviews our long-range financial and strategic planning goals and objectives;

•

reviews the allocations of corporate resources recommended by management;

•

recommends acquisitions, divestiture, investments, joint ventures and strategic transactions to the board of directors and management; and

•

evaluates the execution, performance, financial results and integration of any completed strategic transactions.

Equity Incentive Committee. The members of our equity incentive committee are Messrs. Flanders and Goldberg. The equity incentive committee has
the authority to grant equity-based awards within certain guidelines approved by the board of directors to employees and consultants who are not our
executive officers or directors. Equity awards may be granted by the equity incentive committee in accordance with the terms and conditions of the
committee’s charter and the Equity Award Policy (see description below) adopted by our board of directors. The equity incentive committee held no
meetings during 2016.
Non-Employee Director Compensation
Cash Compensation
For their service in 2016, our non-employee directors received cash compensation in accordance with the amounts set forth in the table below. More
detail relating to the payments is set forth in the footnotes to the table under “2016 Director Compensation” below. Our non-employee directors also are
entitled to reimbursement of business, travel and other related expenses incurred in connection with their attendance at board of directors and board of
directors committee meetings.
Board of Directors Cash Compensation

Fees

Board Member Annual Retainer
Chairperson of the Board Annual Retainer
Lead Independent Director Annual Retainer
Committee Chair Annual Retainers
Audit Committee
Compensation Committee
Nominating and Corporate Governance Committee
Government and Regulatory Affairs Committee
Strategy Committee
Non-Chair Committee Member Annual Retainers
Audit Committee
Compensation Committee
Nominating and Corporate Governance Committee
Government and Regulatory Affairs Committee
Strategy Committee

$30,000
$35,000
$25,000
$25,000
$12,500
$ 7,500
$10,000
$10,000
$10,000
$ 5,000
$ 3,500
$ 5,000
$ 5,000

In May 2016, Ellen Tauscher became chairperson of our board of directors. At that time, our board of directors began operating without a lead
independent director, because Ms. Tauscher is an independent director under NASDAQ Global Market independence standards. We also ceased paying lead
independent director compensation in connection with the change.
Equity Compensation
Pursuant to our 2014 Equity Incentive Plan, as amended, our board of directors approved a program of automatic equity award grants for non-employee
directors on the terms specified below:
•

Initial Equity Grants. Each non-employee director who first becomes a member of our board of directors receives a one-time grant of restricted
stock units (RSUs) with a value of $150,000, based on
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the 20-day trading volume-weighted average trading price of eHealth common stock prior to the date of grant. These initial equity award grants
occur when the director takes office. A director who previously was employed by us is not eligible for this grant. The RSUs vest annually over
four years from the date of grant.
•

Annual Equity Grants. Each non-employee director continuing service on our board of directors also receives, on the date of each annual
stockholders’ meeting, an annual grant of RSUs with a value of $150,000, based on the 20-day volume-weighted average trading price prior to
the date of grant. The RSUs vest as to 100% of the shares subject to the grant on the day prior to our annual stockholder meeting, approximately
one year following the grant date. A new director will not receive the initial grant and an annual grant in the same calendar year. A nonemployee director who was previously employed by us is eligible for these annual grants.

•

Equity awards granted to non-employee directors under the 2014 Equity Incentive Plan will become fully vested upon a change in control of
eHealth.

Stock Ownership Guidelines
Our board of directors has approved stock ownership guidelines for our non-employee directors. Pursuant to the guidelines, each non-employee
director on June 30, 2011 is expected to accumulate and hold a number of shares of our common stock equal to the lesser of (i) $180,000 in value or (ii)
13,709 shares and to maintain this minimum amount of stock ownership during the director’s tenure on the board of directors. Existing non-employee
directors who were non-employee directors on June 30, 2011 were expected to achieve the applicable level of ownership by June 30, 2015.
Under the guidelines, each non-employee director who joins the board after June 30, 2011 is expected to accumulate and hold a number of shares of
our common stock equal to the lesser of (i) a value equal to six times their annual retainer for service on the board of directors (not including retainers for
serving as members or as chairs of committees of the board of directors, or for serving in the role of lead independent director), or (ii) the number of shares
determined by dividing the dollar amount determined in clause (i) by the 20-day volume-weighted average trading price of our common stock prior to the
date upon which they join the board of directors. Non-employee directors are expected to maintain this minimum amount of stock ownership during the
director’s tenure on the board of directors. New non-employee directors are expected to achieve the applicable level of ownership by June 30 following their
fourth anniversary of joining the board of directors.
Non-employee directors are not required to purchase shares on the open market in order to comply with the guidelines. In the event the applicable
guideline is not achieved with respect to any non-employee director by the applicable deadline, the non-employee director will be required to retain an
amount equal to 75% of the net shares received as a result of the exercise of the company’s stock options or stock appreciation rights or the vesting of
restricted stock units or other full-value awards until the applicable guideline has been achieved. Under certain limited circumstances, the guidelines may be
waived by our compensation committee at its discretion.
2016 Director Compensation
The following table summarizes compensation that our directors earned during 2016 for service on our board of directors and any applicable
committee(s) thereof:
Name

Fees Earned in Cash

Stock Awards(1)

Scott N. Flanders(2)
Michael D. Goldberg(3)
Randall S. Livingston(4)
Jack L. Oliver, III(5)
Ellen O. Tauscher(6)

$
$
$
$
$

$
$
$
$
$
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23,000
63,750
51,750
47,500
67,500

—
146,456
146,456
146,456
261,756

Total

$ 23,000
$210,206
$198,206
$193,956
$329,256

(1)

(2)

(3)

(4)
(5)
(6)

Amounts shown do not reflect compensation actually received. Amounts shown reflect the grant date fair value of the restricted stock units granted in
2016, computed in accordance with Financial Accounting Standards Board Accounting Standards Codification Topic 718, Compensation—Stock
Compensation (FASB ASC Topic 718). Our accounting policies regarding equity compensation and the assumptions used to compute the fair value of
our equity awards are set forth in Notes 1 and 4 to our consolidated financial statements included in our Annual Report on Form 10-K for the year
ended December 31, 2016.
Mr. Flanders was a non-employee member of our board of directors prior to becoming our chief executive officer in May 2016. As a non-employee
director, Mr. Flanders earned $15,000 related to his annual retainer as a non-employee member of the board of directors, $6,250 related to his position
as the chairperson of the compensation committee and $1,750 related to his position as a member of the nominating and corporate governance
committee. Mr. Flanders’ compensation for his service as a member of our board of directors ceased upon his becoming our chief executive officer in
May 2016. Please refer to “Executive Compensation, Say-on-Pay, Independence of Advisors—Compensation Discussion and Analysis” for
Mr. Flanders’ compensation for his service as our chief executive officer.
Mr. Goldberg earned $30,000 related to his annual retainer as a non-employee member of the board of directors, $10,000 related to his position as a
member of the audit committee, $6,250 related to his position as chairperson of the compensation committee, $5,000 related to his position as
chairperson of the strategy committee and $12,500 related to his position as lead independent director. Mr. Goldberg resigned from his position as a
lead independent director in May 2016 in connection with Ms. Tauscher becoming chairperson of our board of directors.
Mr. Livingston earned $30,000 related to his annual retainer as a non-employee member of the board of directors, $12,500 for his position as
chairperson of the audit committee, $5,000 for his position as a member of the audit committee, $1,750 for his position as a member of the nominating
and corporate governance committee and $2,500 for his position as a member of the strategy committee.
Mr. Oliver earned $30,000 related to his annual retainer as a non-employee member of the board of directors, $7,500 related to his position as
chairperson of the nominating and corporate governance committee, $5,000 related to his position as chairperson of the government and regulatory
affairs committee and $5,000 related to his position as a member of the compensation committee.
Ms. Tauscher earned $30,000 related to her annual retainer as a non-employee member of the board of directors, $17,500 related to her position as
chairperson of the board of directors, $12,500 related to her position as chairperson of the audit committee prior to her becoming chairperson of the
board of directors, $5,000 related to her position as a member of the audit committee and $2,500 related to her position as a member of the government
and regulatory affairs committee.
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All of our non-employee directors have received options to purchase shares of our common stock and/or restricted stock units under our 2005 Stock
Plan, 2006 Equity Incentive Plan or 2014 Equity Incentive Plan in connection with their service as members of our board of directors. The table below
summarizes the outstanding options and unvested restricted stock units held by our non-employee directors as of December 31, 2016. Certain of our directors
have elected to defer settlement of vested restricted stock units pursuant to the terms of a deferral election. The vested restricted stock units are not included
in the table below but are reflected in the table and related footnotes under “Security Ownership of Certain Beneficial Owners and Management.”

Director

Grant
Date

Shares
Granted

Type of Award

Number of Securities
Underlying Equity Awards
Shares Subject to
Unexercised
Options
Outstanding and
Aggregate Stock
Unvested
Options
Restricted Stock
Outstanding
Units as of
as of
December 31, 2016
December 31, 2016

Michael D. Goldberg

6/6/2007
Stock Option(1)
6/10/2008
Stock Option(2)
6/9/2009
Stock Option(3)
6/15/2010
Stock Option(3)
6/16/2016 Restricted Stock Units(3)

6,250
6,250
3,250
7,500
10,753

6,250
6,250
3,250
7,500
10,753

Randall S. Livingston

12/17/2008
Stock Option(1)
6/9/2009
Stock Option(3)
6/15/2010
Stock Option(3)
6/16/2016 Restricted Stock Units(3)

10,000
3,250
7,500
10,753

10,000
3,250
7,500
10,753

Jack L. Oliver, III

3/20/2007
Stock Option(1)
6/6/2007
Stock Option(1)
6/10/2008
Stock Option(2)
6/9/2009
Stock Option(3)
6/15/2010
Stock Option(3)
6/16/2016 Restricted Stock Units(3)

6,250
6,250
6,250
3,250
7,500
10,753

6,250
6,250
6,250
3,250
7,500
10,753

Ellen O. Tauscher

6/16/2016 Restricted Stock Units(3)
8/16/2016 Restricted Stock Units(4)

10,753
10,000

10,753
10,000

Aggregate
Unvested
Restricted Stock
Units as of
December 31, 2016

Option
Exercise
Price

$ 19.25
$ 23.49
$ 17.76
$ 12.20
—
23,250

10,753
$ 12.40
$ 17.76
$ 12.20
—

20,750

10,753
$ 25.08
$ 19.25
$ 23.49
$ 17.76
$ 12.20
—

29,500

10,753
—
—
10,753

(1) Option vested over four years at a rate of 25% after one year and 1/48th per month thereafter, so long as the holder continues to serve as a director.
(2) Option vested as to 100% of the shares subject to the grant on the earlier of (i) the one-year anniversary of the grant date or (ii) the day prior to our
annual stockholder meeting approximately one year following the grant date.
(3) Option or restricted stock unit vests as to 100% of the shares subject to the grant on the day prior to our annual stockholder meeting approximately one
year following the grant date.
(4) Restricted stock unit vests 50% of the shares subject to the grant each of the one and two year anniversaries of the date of grant.
Executive Officers
The following table sets forth our current executive officers and their ages and the positions they held as of April 15, 2017.
Name

Age

Title

Scott N. Flanders
David K. Francis
Robert S. Hurley

60
49
57

Chief Executive Officer and Director
Chief Financial Officer and Chief Operations Officer
President, Medicare Business

Information pertaining to Mr. Flanders who is both a director and an executive officer of the company, may be found in the section entitled “Directors
Not Standing for Election.”
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David K. Francis. Chief Financial Officer and Chief Operations Officer. Mr. Francis has served as our chief financial officer since July 2016 and as our
chief operations officer since October 2016. Mr. Francis previously served as managing director, equity research at RBC Capital Markets from November
2013 to July 2016. From 2007 to October 2013, he served as managing partner of The JAAG Group/JAAG Research, healthcare and technology consulting
and research firms founded by Mr. Francis. Previously, Mr. Francis was a managing director and co-head of Healthcare Equity Research at Jefferies & Co., a
partner, equity research at JC Bradford & Co., a managing director, equity research at Volpe Brown Whelan, a managing director at Punk, Ziegel & Knoell
and an investment banking analyst at Needham & Company. Mr. Francis holds a B.S. degree in economics with concentrations in finance and management
from the Wharton School of the University of Pennsylvania.
Robert S. Hurley. President, Medicare Business. Mr. Hurley has served as our president, medicare products since October 2016. Mr. Hurley served as
our executive vice president of sales and operations from November 2015 to October 2016. Prior to that, Mr. Hurley served as our senior vice president of
sales and operations from March 2011 to November 2015, our senior vice president of carrier relations from May 2007 to March 2011 and our vice president
of strategic initiatives from September 2003 to May 2007. From April 1999 to September 2003, Mr. Hurley was responsible for our customer care and
enrollment functions. Prior to joining us, Mr. Hurley served as an associate vice president of sales and operations for the consumer business segment at Health
Net, Inc., a managed healthcare company, and in various leadership roles at Foundation Health, a California health plan. Mr. Hurley holds a B.A. degree in
law and society from the University of California, Santa Barbara.
Corporate Governance Matters
Code of Business Conduct
Our board of directors has adopted a Code of Business Conduct, which is applicable to our directors, officers and employees, including our principal
executive officer, principal financial officer, principal accounting officer and persons performing similar functions. The Code of Business Conduct is
available in the “Investor Relations” section of our corporate website at www.ehealth.com.
Corporate Governance Guidelines
Our board of directors has adopted Guidelines on Significant Corporate Governance Issues, or corporate governance guidelines, that address the role
and composition of, and policies applicable to, the board of directors. The nominating and corporate governance committee annually reviews the guidelines
and reports any recommendations regarding amendment thereof to our board of directors. Our corporate governance guidelines were last amended in March
2017 and are available in the “Investor Relations” section of our corporate website at www.ehealth.com.
Equity Award Policy
Our board of directors adopted an Equity Award Policy in November 2006, which was amended and restated in March 2015. The policy provides:
•

Our compensation committee may grant equity awards to our directors, officers, employees or consultants.

•

Our equity incentive committee may grant equity awards to our employees or consultants, subject to the limitations that (i) the recipient has not
already received an equity award from us, (ii) the recipient is not an officer or director, and (iii) the equity incentive committee may not grant
options to purchase shares of our common stock or stock appreciation rights for more than 50,000 shares per grantee, and may not grant restricted
stock or restricted stock units for more than 20,000 shares per grantee, unless the compensation committee approves a revised limit.
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•

For accounting, tax and securities law purposes, all awards are effective on the “date of grant,” which is the earliest day that is both (i) the third
Tuesday of a month and (ii) at least the 10th business day after the date when the applicable committee approved the awards; provided, however,
that the Compensation Committee shall have discretion to make grants that do not comply with this requirement solely with respect to grants of
restricted shares and/or stock units intended to comply with the performance-based compensation requirements of Section 162(m) of the Internal
Revenue Code of 1986.

•

The exercise price of all options and stock appreciation rights is required to be equal to or greater than the closing price of our common stock on
the date of grant.

Insider Trading Compliance Program
Our board of directors adopted an Insider Trading Compliance Program in August 2006, which was last amended and restated in March 2017. The
program prohibits trading of our securities based on material, nonpublic information regarding our company and applies to members of our and our
subsidiaries’ board of directors, employees and consultants, including our executive officers, and, in each case, members of their immediate families, other
family members who live in their same household and any other family member whose securities transactions they direct (collectively, the “Insiders”). The
Insiders are generally prohibited from, among other things, trading on material, nonpublic information, holding our securities in a margin account or
pledging our securities as collateral for a loan, “tipping,” trading during our trading blackout period, conducting short sales of our securities, trading in
derivative securities (e.g., “puts,” calls,” or other similar hedging instruments) relating our securities, placing open orders with brokers in violation of the
program, and disclosing nonpublic information relating to our company and our subsidiaries on any forum.
Consideration of Director Nominees
Stockholder Recommendations and Nominations. The policy of our board of directors is to consider recommendations for director candidates from
stockholders holding not less than one percent (1%) of the outstanding shares of our common stock continuously for at least twelve months prior to the date
of submission of the recommendation. Our board of directors has established the following procedures by which these stockholders may submit
recommendations regarding director candidates:
•

To recommend a candidate for election to the board of directors, a stockholder meeting the criteria set forth above must notify the nominating
and corporate governance committee by writing to our general counsel at the following address:
General Counsel (Director Recommendation)
eHealth, Inc.
440 East Middlefield Road
Mountain View, California 94043

•

The stockholder’s notice is required to set forth the following information:
•

the candidate’s name and home and business contact information;

•

detailed biographical data and relevant qualifications of the candidate;

•

a statement from the recommending stockholder in support of the candidate, particularly within the context of the criteria for board
membership set forth below;

•

information regarding any relationship between the candidate and us;

•

the candidate’s written consent to be named in our proxy statement and proxy if selected and to serve on our board of directors if elected;

•

evidence of the required ownership of common stock by the recommending stockholder; and

•

other information that the stockholder believes is relevant in considering the candidate.
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A stockholder that instead desires to nominate a person directly for election to the board of directors at an annual meeting of stockholders must meet
applicable requirements, including the deadlines and other requirements set forth in our bylaws.
Director Qualifications. Our board of directors believes that it is necessary for each of our directors to possess many qualities, skills and attributes. The
nominating and corporate governance committee is responsible for reviewing with the board of directors from time to time the appropriate qualities, skills
and attributes required of members of our board of directors in the context of the current make-up of our board of directors. According to our corporate
governance guidelines, the nominating and corporate governance committee will consider the following in connection with its evaluation of director
candidates:
•

the current size, composition and organization of the board of directors and the needs of the board of directors and its committees;

•

such factors as character, integrity, judgment, diversity of experience, independence, area of expertise, corporate experience, length of service,
potential conflicts of interest and other commitments; and

•

other factors as the nominating and corporate governance committee may consider appropriate.

The minimum qualifications and skills that each director should possess include (i) strong professional and personal ethics and values, (ii) broad
experience at the policy-making level in business, government, education, technology or public interest and (iii) the ability to assist and make significant
contributions to our success. As provided above, our corporate governance guidelines specify one of the considered factors as diversity of experience.
Beyond this statement, our nominating and corporate governance committee does not have a formal policy with respect to diversity. The board of directors
and nominating and corporate governance committee, however, believe that it is important that our directors represent diverse viewpoints. In addition to
diversity of experience, the nominating and corporate governance committee seeks director candidates with a broad diversity of professions, skills and
backgrounds.
The nominating and corporate governance committee evaluates the foregoing factors, among others, and does not assign any particular weight or
priority to any of these factors.
Identification and Evaluation of Nominees for Directors. The nominating and corporate governance committee is responsible for identifying,
evaluating and recommending candidates for election to our board of directors and candidates for filling vacancies on our board of directors that may occur
between annual meetings of our stockholders. The nominating and corporate governance committee may consider bona fide candidates from all relevant
sources, including current board members, professional search firms and other persons. The nominating and corporate governance committee will also
consider bona fide director candidates recommended by stockholders pursuant to the requirements set forth above. The nominating and corporate governance
committee is responsible for evaluating director candidates in light of the board of directors membership criteria described above, based on all relevant
information and materials available to the nominating and corporate governance committee. This includes information and materials provided by
stockholders recommending director candidates, professional search firms and other parties.
Stockholder Communication with Directors
The board of directors believes that stockholders should have an opportunity to communicate with the board of directors. Any communication from a
stockholder to the board of directors generally or to a particular director should be in writing and should be delivered to our general counsel at our principal
executive offices. Each such communication should set forth (i) the name and address of the stockholder, as they appear on our books, and if the stock is held
by a nominee, the name and address of the beneficial owner of the stock, and (ii) the class and number of shares of our stock that are owned of record by the
record holder and beneficially by such beneficial owner. Our general counsel will monitor these communications. The general counsel will, in consultation
with
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appropriate directors as necessary, generally screen out communications from stockholders that (i) are solicitations for products and services, (ii) matters of a
personal nature not relevant for stockholders or (iii) matters that are of a type that render them improper or irrelevant to the functioning of the board of
directors and us. Summaries of appropriate communications will be provided to the board of directors at each regularly scheduled meeting of the board of
directors. The board of directors generally meets on a quarterly basis. Where the nature of a communication warrants, the general counsel may determine, in
his or her judgment, to obtain the more immediate attention of the appropriate committee of the board of directors or an individual director and may consult
our independent advisors or management regarding the communication. The general counsel may decide in the exercise of his or her judgment whether a
response to any stockholder communication is necessary.
The procedures described above do not apply to communications to non-employee directors from our officers or directors who are stockholders or to
stockholder proposals submitted pursuant to Rule 14a-8 under the Securities Exchange Act of 1934, as amended (the “Exchange Act”).
Attendance at Annual Meeting of Stockholders
The board of directors encourages directors to attend our annual meetings of stockholders. All of our directors attended the annual meeting of
stockholders held June 16, 2016.
Compensation Committee Interlocks and Insider Participation
The directors who were members of our compensation committee during 2016 were Michael D. Goldberg and Jack L. Oliver, III. Scott N. Flanders
served as a member of our compensation committee until May 2016 when he resigned after he was appointed as our chief executive officer. None of the
current or past members of our compensation committee has at any time been an officer or employee of ours while serving on the committee. None of our
executive officers serves, or in the past fiscal year has served, as a member of the board of directors or compensation committee of any entity that has one or
more executive officers serving on our board of directors or compensation committee.
Board Leadership Structure
Our corporate governance guidelines provide that the board of directors should be free to choose a chairperson of the board in any way that it deems
best for the company at a given point in time. Our board of directors recognizes that no single leadership model is right for all companies at all times and
periodically reviews its leadership structure as a result. The board of directors currently believes that our company is best served by separating the roles of the
chairperson of the board of directors and chief executive officer. Ellen O. Tauscher, an independent director, is the chairperson of our board of directors. The
chairperson of the board of directors has the following responsibilities:
•

develop the agendas for all meetings of the board of directors with the chief executive officer;

•

act as chairperson and preside over meetings of the board of directors and stockholders; and

•

call special meetings of the independent directors, develop agendas for such meetings and chair all meetings of independent directors.

Accordingly, the chairperson of our board of directors has substantial ability to shape the work of our board of directors. We believe that the separation
of the positions of the chairperson and chief executive officer can reinforce the independence of our board of directors in its oversight of our business affairs.
In addition, the separation can help create an environment that is more conducive to objective evaluation and oversight of management.
Risk Oversight
The board of directors takes an active role, as a whole and at the committee level, in overseeing management of the company’s risks. Our management
keeps the board of directors apprised of significant risks
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facing the company and the approach being taken to understand, manage and mitigate such risks. Specifically, strategic risks are overseen by the full board of
directors and the strategy committee of the board of directors; regulatory risks are overseen by the government & regulatory affairs committee of the board of
directors; financial and cybersecurity risks are overseen by the audit committee of the board of directors; risks relating to compensation plans and
arrangements are overseen by the compensation committee of the board of directors; and risks associated with director independence and potential conflicts
of interest are overseen by the nominating and corporate governance committee of the board of directors. Additional review or reporting on enterprise risks is
conducted as needed or as requested by the full board of directors or the appropriate committee. In addition, our chairperson of the board of directors
promotes communication and consideration of matters presenting significant risks to us through her role in contributing to and drafting agendas for meetings
of our board of directors, chairing meetings of the board of directors and acting as a conduit between our independent directors and our chief executive
officer on sensitive issues.
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
The following table sets forth certain information, as of March 31, 2017, as to shares of common stock beneficially owned by: (i) each person who is
known by us to own beneficially more than 5% of our common stock, (ii) each of our directors and nominees, (iii) each of our executive officers named under
“Executive Compensation, Say-on-Pay, Independence of Advisors—Compensation Discussion and Analysis—2016 Summary Compensation Table” (the
“Named Executive Officers”) and (iv) all of our directors and executive officers as a group. The information provided in the table is based on our records,
information filed with the Securities and Exchange Commission and information furnished by the respective individuals or entities, as the case may be.
Applicable percentage ownership is based on 18,416,502 shares of common stock outstanding at March 31, 2017. In computing the number of shares
of common stock beneficially owned by a person and the percentage ownership of that person, we deemed outstanding shares of common stock subject to
options held by that person that were currently exercisable or exercisable within 60 days after March 31, 2017, and shares of common stock issuable upon the
vesting of restricted stock units within 60 days after March 31, 2017. We did not deem these shares outstanding, however, for the purpose of computing the
percentage ownership of any other person.
We have determined beneficial ownership in accordance with the rules of the Securities and Exchange Commission. Except as indicated in the
footnotes below, we believe, based on the information furnished to us, that the persons and entities named in the table below have sole voting and investment
power with respect to all shares of common stock that they beneficially own, subject to applicable community property laws.
Number of
Shares
Beneficially
Owned

Name and Address of Beneficial Owner(1)

5% Stockholders
Entities affiliated with Deerfield Mgmt, L.P.(2)
780 Third Avenue, 37th Floor
New York, NY 10017
Entities affiliated with BlackRock, Inc.(3)
55 East 52nd Street
New York, NY 10022
Entities affiliated with Orbimed Advisors, LLC (4)
601 Lexington Ave, 54th Street
New York, NY 10022
Wellington Management Group LLP(5)
280 Congress Street
Boston, MA 02210
Redmile Goup, LLC (6)
One Letterman Drive, Bldg D, Ste D3-300
San Francisco, CA 94129
Vanguard Explorer Fund(7)
100 Vanguard Blvd.
Malvern, PA 19355
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Percentage of
Shares Beneficially
Owned*

2,640,609

14.34%

2,035,948

11.06%

1,820,000

9.88%

1,513,953

8.22%

997,621

5.42%

935,401

5.08%

Number of
Shares
Beneficially
Owned

Name and Address of Beneficial Owner(1)

Named Executive Officers and Directors
Scott N. Flanders(8)
David K. Francis
Robert S. Hurley(9)
Tom G. Tsao(10)
Gary L. Lauer(11)
William T. Shaughnessy(12)
Stuart M. Huizinga(13)
Michael D. Goldberg(14)
Randall S. Livingston(15)
Jack L. Oliver, III(16)
Ellen O. Tauscher(17)
All executive officers and directors, as a group (11 persons)(18)
*
(1)
(2)

(3)

(4)

(5)

(6)

228,911
0
28,142
34,537
10
0
38,342
115,218
59,112
70,290
31,845
606,407

Percentage of
Shares Beneficially
Owned*

1.24%
*
*
*
*
*
*
*
*
*
*
3.26%

Represents beneficial ownership of less than one percent of our outstanding common stock.
Unless otherwise indicated, the address for each beneficial owner is c/o eHealth, Inc., 440 East Middlefield Road, Mountain View, CA 94043.
According to a Schedule 13G filed on February 14, 2017 with the Securities and Exchange Commission, Deerfield Mgmt, L.P, Deerfield Management
Company, L.P. and James E. Flynn may be deemed to beneficially own 2,640,609 shares of our common stock which are owned by Deerfield Partners,
L.P., Deerfield International Master Fund, L.P. and Deerfield Special Situations Fund, L.P on behalf of various other persons known to have the right to
receive, or the power to direct the receipt of, dividends from, or the proceeds from the sale of, such securities as of December 31, 2016. No one such
person’s interest in our common stock is more than 5% of the total outstanding shares of our common stock.
According to a Schedule 13G filed on January 12, 2017 with the Securities and Exchange Commission, 2,035,948 shares of common stock are deemed
to be beneficially owned by BlackRock, Inc. and certain of its subsidiaries on behalf of various other persons known to have the right to receive or the
power to direct the receipt of dividends from, or the proceeds from the sale of our common stock as of December 31, 2016. No one such person’s
interest in our common stock is more than 5% of the total outstanding shares of our common stock.
According to a Schedule 13G filed on February 13, 2017 with the Securities and Exchange Commission, an aggregate of 1,820,000 shares of common
stock are deemed to be beneficially owned by OrbiMed Advisors LLC, OrbiMed Capital LLC and Samuel D. Isaly on behalf of various other persons
known to have the right to receive or the power to direct the receipt of dividends from, or the proceeds from the sale of our common stock as of
December 31, 2016. No one such person’s interest in our common stock is more than 5% of the total outstanding shares of our common stock.
According to a Schedule 13G filed on February 9, 2017 with the Securities and Exchange Commission, Wellington Management Group, LLP, in its
capacity as investment adviser, may be deemed to beneficially own 1,513,953 shares of our common stock which are owned of record by clients of
Wellington Management Group, LLP as of December 31, 2016. Those clients have the right to receive, or the power to direct the receipt of, dividends
from, or the proceeds from the sale of, such securities. No such client, except Vanguard Explorer Fund-WMC, is known to have such right or power with
respect to more than 5% of the total outstanding shares of our common stock.
According to a Schedule 13G filed on February 14, 2017 with the Securities and Exchange Commission, 997,621 shares of common stock are deemed
to be beneficially owned by Redmile Group, LLC and Jeremy C. Green on behalf of various other persons known to have the right to receive or the
power to direct the receipt of dividends from, or the proceeds from the sale of our common stock as of December 31, 2016. No one such entity’s or
person’s interest in our common stock is more than 5% of the total outstanding shares of our common stock.
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(7)
(8)
(9)
(10)
(11)
(12)
(13)
(14)
(15)
(16)
(17)
(18)

According to a Schedule 13G filed on February 13, 2017 with the Securities and Exchange Commission, Vanguard Explorer Fund is the beneficial
owner of 935,401 shares of our common stock as of December 31, 2016.
Includes 35,750 shares of common stock issuable upon exercise of stock options and 7,808 shares of vested restricted stock units that have been
deferred pursuant to the terms of a deferral election.
Includes 6,500 shares of common stock held of record by Robert and Jeanette Hurley, trustees to the Riach Hurley Family Trust. Also includes 11,451
shares of vested restricted stock units that have been deferred pursuant to the terms of a deferral election.
Includes 11,667 shares of common stock issuable upon exercise of stock options. Mr. Tsao’s employment with us terminated on April 2017.
Mr. Lauer’s employment with us terminated on May 2016.
Mr. Shaughnessy’s employment with us terminated on June 2016.
Includes 6,965 shares of common stock held of record by Restatement of the Stuart Mark Huizinga and Vicki Annece Huizinga Revocable Trust
(2008). Mr. Huizinga’s employment with us terminated on September 2016.
Includes 44,419 shares of common stock held of record by Michael D. Goldberg Family Trust dated June 3, 2011. Also includes 23,250 shares of
common stock issuable upon exercise of stock options and 7,875 shares of vested restricted stock units that have been deferred pursuant to the terms of
a deferral election.
Includes 20,750 shares of common stock issuable upon exercise of stock options and 7,875 shares of vested restricted stock units that have been
deferred pursuant to the terms of a deferral election.
Includes 23,250 shares of common stock issuable upon exercise of stock options.
Includes 8,315 shares of vested restricted stock units that have been deferred pursuant to the terms of a deferral election.
Includes an aggregate of 114,677 shares of common stock issuable upon exercise of stock options and 43,324 shares of vested restricted stock units
that have been deferred pursuant to the terms of a deferral election.
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CERTAIN RELATIONSHIPS AND RELATED PERSON TRANSACTIONS
We describe below transactions and series of similar transactions, since the beginning of our last fiscal year, or any currently proposed transaction, to
which we were or will be a participant, in which:
•

The amounts involved exceeded or will exceed $120,000; and

•

A director, executive officer, holder of more than 5% of our common stock or any member of their immediate family had or will have a direct or
indirect material interest.

We also describe below certain other transactions with our directors, executive officers and stockholders.
Board Compensation
We pay non-employee directors for service on our board of directors. Our non-employee directors also have received options to purchase shares of our
common stock and restricted stock units covering shares of our common stock. For more information regarding these arrangements, see “Non-Employee
Director Compensation” above.
Employment Agreements
We have entered into offer letters or employment related agreements with each of our executive officers. For more information regarding these
arrangements, see “Executive Compensation, Say-on-Pay, Independence of Advisors—Employment Agreements, Separation Agreements and Change of
Control Arrangements” below.
Indemnification Agreements and Limitation of Liability
Our bylaws provide that we will indemnify our directors and officers to the fullest extent permitted by Delaware law, as it now exists or may in the
future be amended, against all expenses and liabilities reasonably incurred or suffered in connection with their service for or on our behalf. Our bylaws
provide that we shall advance the expenses incurred by a director or officer in advance of the final disposition of an action or proceeding, and permit us to
secure insurance on behalf of any officer, director, employee or other agent for any liability arising out of his or her action in that capacity, regardless of
whether Delaware law would otherwise permit indemnification. In addition, our certificate of incorporation provides that our directors will not be personally
liable for monetary damages to us for breaches of their fiduciary duty as directors, unless they violated their duty of loyalty to us or our stockholders, acted in
bad faith, knowingly or intentionally violated the law, authorized illegal dividends or redemptions or derived an improper personal benefit from their action
as directors.
We have entered into indemnification agreements with each of our directors and executive officers. These agreements, among other things, require us
to indemnify each director and executive officer to the fullest extent permitted by Delaware law, including indemnification of expenses such as attorneys’
fees, judgments, fines and settlement amounts incurred by the director or executive officer in any action or proceeding, including any action or proceeding
by or in right of us, arising out of the person’s services as a director or executive officer.
Equity Award Grants
We have granted restricted stock units and options to purchase shares of our common stock to our directors and executive officers. See “Non-Employee
Director Compensation,” “Executive Compensation, Say-on-Pay, Independence of Advisors—Compensation Discussion and Analysis—Compensation
Elements—Equity Incentive Awards” and “Executive Compensation, Say-on-Pay, Independence of Advisors—2016 Outstanding Equity Awards at Fiscal
Year-End, 2016 Option Exercises and Stock Vested at Fiscal Year-End.”
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Policies and Procedures with Respect to Related-Party Transactions
The charter of our audit committee requires that members of the audit committee, all of whom are independent directors, review and oversee all relatedparty transactions in accordance with applicable rules and regulations. In addition, the audit committee is responsible for reviewing, approving and
monitoring our Code of Business Conduct. Our Code of Business Conduct prohibits conflicts of interest as a matter of policy, except with the informed
written consent of our board of directors or a committee of our board of directors in the case of a director or executive officer. There were no related-party
transactions during 2016 that did not require review, approval or ratification pursuant to our policies and procedures, or for which such policies and
procedures were not followed. Except for the compensation of directors and executive officers described earlier and as set forth above, none of our directors,
executive officers or holders of more than 5% of our common stock were involved in any related-party transactions.
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EXECUTIVE COMPENSATION, SAY-ON-PAY, INDEPENDENCE OF ADVISORS
Compensation Discussion and Analysis
Overview and Executive Transitions
This compensation discussion and analysis describes our executive compensation program and philosophy and the material elements of compensation
awarded to, earned by, or paid to our chief executive officer, chief financial officer and our other executive officers named in the Summary Compensation
Table, or “Named Executive Officers,” for the year ended December 31, 2016. Our Named Executive Officers for 2016 were as follows:
•

Scott N. Flanders, Chief Executive Officer

•

David K. Francis, Chief Financial Officer and Chief Operations Officer

•

Robert S. Hurley, President, Medicare Business

•

Tom G. Tsao, President, Small Business, Individual and Family Products1

•

Gary L. Lauer, Former Chief Executive Officer

•

Stuart M. Huizinga, Former Senior Vice President and Chief Financial Officer

•

William T. Shaughnessy, Former President and Chief Operating Officer

In 2016, eHealth went through a broad change in executive leadership, with transitions in the following positions:
•

Chief Executive Officer: On May 31, 2016, Gary Lauer resigned from his positions as chairperson of the Board and chief executive officer, and
Scott N. Flanders became our chief executive officer.

•

Chief Financial Officer: On July 11, 2016, Stuart Huizinga resigned from his positions as senior vice president and chief financial officer, while
continuing to serve as eHealth’s principal financial officer and principal accounting officer until September 30, 2016, and on July 11, 2016
David K. Francis became our chief financial officer.

•

Chief Operating Officer: On June 27, 2016, William Shaughnessy resigned from his positions as president, chief operating officer and member of
the Board. On October 27, 2016, David K. Francis became our chief operations officer.

(1)

In addition, on April 7 2017, Tom Tsao resigned from his position as president, small business, individual and family products. Mr. Tsao was
serving as an executive officer as of December 31, 2016 and is therefore considered a Named Executive Officer for 2016.

Pursuant to relevant SEC rules, any individual who serves as the principal executive officer or principal financial officer for any portion of the year
must be included as a Named Executive Officer, and certain other former executive officers must also be included. As such, the compensation of Gary Lauer,
Stuart Huizinga and William Shaughnessy with respect to the portion of 2016 during which they were employed by us is presented in the compensation
tables in this proxy statement and is discussed in this compensation discussion and analysis. Certain payments and benefits received by our former
executives also are discussed in the section entitled “Employment Agreements, Separation Agreements and Change of Control Arrangements” on page 51 of
this proxy.
Our Business Environment and Certain Achievements
We initiated a thorough strategic review of our business shortly after Scott Flanders assumed his responsibilities as chief executive officer in May
2016. As an outcome of the review, we put in place a new strategic plan aimed at:
•

aggressively expanding eHealth’s presence in the small business health insurance market;
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•

continuing to grow our Medicare business while enhancing Medicare member economics; and

•

managing the individual and family health insurance business for profitability while preparing to resume growth in the individual and family
health insurance market in the event the new presidential administration’s policies make it more attractive to the private sector.

In addition to multiple management changes in 2016, we faced a challenging environment in the individual and family health insurance market and
the implementation of new Centers for Medicare and Medicaid Services, or CMS, regulations in the Medicare market, each of which is discussed in more
detail below. All of these factors had an impact on our financial and operating performance in 2016.
Challenging individual and family health insurance market: In 2016, we saw a further deterioration of the individual and family health insurance
market, driven primarily by the effects of the Affordable Care Act. During the year, major health insurance carriers substantially curtailed their plan offerings
and marketing activities for individual products or completely withdrew from the market. For eHealth, this dynamic was further exacerbated starting in
February of 2016, as CMS forced us to utilize an inefficient process for enrolling subsidy-eligible consumers into individual health insurance. Given these
unfavorable developments and in line with our emphasis on profitability in our individual and family health insurance business, we significantly reduced our
individual and family health insurance marketing expenses. Our 2016 submitted individual and family health insurance applications declined 54%
compared to 2015 and our estimated individual and family plan membership as of December 31, 2016 was down 28% compared to December 31, 2015. The
decline in membership had a negative impact on our 2016 individual and family health insurance commission revenues, which declined 15% year-over- year.
At the same time, the individual and family health business has remained solidly profitable on a standalone basis.
Implementation of new CMS Regulations in Medicare Market: In 2016 we saw continued traction in our Medicare- related health insurance business.
Our estimated Medicare membership expanded significantly to 304,900 members at the end of 2016, representing growth of 33% compared to estimated
membership at the end of 2015. Total Medicare revenue for 2016 grew 27% compared to 2015 and contributed 43% of our total 2016 revenues. Importantly,
we made significant progress towards expanding our presence in the Medicare Supplement segment of the market, which significantly broadens our
addressable market and allows us to better serve the diverse health insurance needs of our Medicare-eligible customers. At the same time, the implementation
of new CMS guidelines that govern how Medicare carriers are paying their agents and brokers as well as how Medicare plans are marketed to consumers had a
negative impact on our Medicare commission revenue during the year, which came in below our expectations.
Overall Results: Overall, our total revenue declined 1% and our commission revenue was flat compared to 2015, as growth in Medicare was not enough
to offset declining revenue in our individual and family health insurance business. Our 2016 Adjusted EBITDA declined 49% compared to 2015, driven
primarily by a further decline in our individual and family health insurance plan membership, continued investment in our Medicare business as well as costs
related to our strategic review and severance costs related to the departure of senior executives. Cash flow from operations for 2016 was an inflow of
$4.1 million compared to an inflow of $13.7 million for 2015. At the same time, we reported a GAAP net loss of $4.9 million compared to a net loss of
$4.8 million in 2015.
Executive Compensation Summary
Pay for Performance
The focus of our executive compensation program is to tie the pay of our Named Executive Officers to their performance and the company’s
performance. Accordingly, while we pay competitive base salaries and other benefits, the majority of our Named Executive Officers’ compensation
opportunity is tied to variable pay based on company performance.
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During 2016, the compensation of our Named Executive Officers primarily consisted of base salary, an annual cash incentive award, and a mix of
performance-based and service-based long-term equity incentive awards, each of which is discussed in more detail below.
For 2016, our chief executive officer and our other Named Executive Officers (excluding the Named Executive Officers who terminated employment
during 2016) were eligible to earn up to approximately 90% and 75% (on average), respectively, of their total target pay in the form of variable annual cash
incentives and long-term equity incentives. Total target pay includes annualized base salary, variable annual cash incentives and long-term equity
incentives, but excluding other compensation such as relocation and travel payments in connection with Messrs. Flanders and Francis new hire employment
agreements and 401(k) matching contributions. The base salary is calculated based on the annualized base salary as of December 31, 2016 and not actual
salary earned for partial year of employment. The variable annual cash incentives and long-term performance-based equity incentives are calculated based on
their respective target incentives, assuming all cash bonuses were awarded, and performance-based equity incentives were earned, at 100% of their target
levels. The long term equity incentives are calculated using the grant date fair value of the of the equity awards computed in accordance with FASB ASC
Topic 718. Accordingly, the amounts do not reflect the actual amounts awarded to our chief executive officer and other Named Executive Officers. In
addition, the percentages do not account for payments we make for health and life insurance benefits. The following charts illustrate the pay mix of our chief
executive officer and the average pay mix of our other Named Executive Officers for target total direct compensation (excluding the Named Executive
Officers who terminated employment with us during 2016):
Chief Executive Officer 2016 Pay Mix

Other Named Executive Officers 2016 Pay Mix

The annual cash incentives for our chief executive officer and Named Executive Officers were eligible to be earned based on the company’s
performance in 2016, while the performance-based, long-term equity incentives were eligible to be earned based on achieving certain stock price thresholds
that are able to be earned at any time in 2016 through August 2019.
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Corporate Governance Best Practices
Our compensation committee, assisted by its independent compensation consultant, Radford, an Aon Hewitt Company (“Radford”), stays informed of
developing executive compensation best practices and strives to implement them. In this regard, our best practices include:
•

In 2016, tying approximately 50% of the equity awards granted to the Named Executive Officers (other than the former officers who did not
receive grants), to achieving certain levels of stock price performance within the four years following the date of grant, subject to additional
one-year of time-based vesting upon achievement of the stock price threshold;

•

Linking pay to performance by, for example, providing zero payout to the Named Executive Officers under the 2016 Bonus Plan due to the goals
for 2016 not being met;

•

Establishing stock ownership guidelines for executive officers beginning in 2011 and for our non-employee directors beginning in 2010;

•

Prohibiting all employees, including our Named Executive Officers, from hedging their company common stock pursuant to our Insider Trading
Policy;

•

Prohibiting all employees, including our Named Executive Officers from pledging company common stock as collateral for a loan pursuant to
our Insider Trading Policy;

•

Providing no golden parachute excise tax gross-ups;

•

Generally restricting our executive officers to be eligible to receive only the same benefits and perquisites as our other U.S. salaried employees;

•

Conducting an annual Say-on-Pay advisory vote as a means to receive feedback from stockholders on our executive compensation program; and

•

Engaging Radford to perform a risk analysis with respect to our compensation programs and policies, including for non-executive officers.

General Compensation Philosophy and Program Structure
General
We strive to balance our need to compete for executive talent with the need to maintain a reasonable and responsible cost structure for our program and
to align our executive officers’ interests with our stockholders’ interests. In general, the objectives of our executive compensation program are to:
•

attract, motivate and retain talented and dedicated executive officers;

•

directly link compensation to measurable corporate and individual performance;

•

focus executive officers on achieving near and long-term corporate objectives and strategy; and

•

reward executives for creating stockholder value.

Executive officer compensation primarily has been composed of base salary, annual cash bonus awards and long-term equity incentive awards. We
establish compensation based on the executive officer’s responsibilities, individual performance and company performance.
Role of the Compensation Committee
The compensation committee of our board of directors, composed entirely of non-employee independent members of our board of directors, oversees,
among other things, the design and administration of our executive compensation program and our equity incentive plans (including reviewing and
approving equity award grants). The compensation committee reviews and approves all compensation decisions relating to our executive officers on an
annual basis. The compensation committee reviews the components of executive officer compensation for
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consistency with our compensation philosophy and takes into account changes in compensation practices among our peer group companies. The
compensation committee also reviews overall compensation risk. See Committees of the Board of Directors—Compensation Committee above for additional
information about the compensation committee.
Role of Executive Officers
Our chief executive officer, chief financial officer and members of our human resources, finance and legal departments assist and support the
compensation committee. Management does not determine executive officer compensation. However, management reviews our compensation philosophy
with the compensation committee and develops compensation proposals for the compensation committee to consider. Management may provide various
materials to the compensation committee, such as analyses of existing and proposed compensation programs and executive officer and other employee
equity ownership information. Our chief executive officer and our senior vice president of human resources participated in meetings of our compensation
committee, and our chief executive officer makes recommendations with respect to compensation proposals for executive officers other than himself.
Role of the Compensation Consulting Firm
The compensation committee has engaged Radford to provide compensation advisory services. Radford reports directly to the compensation
committee for purposes of advising it on executive officer compensation and meets with certain members of management in conducting its reviews of various
aspects of executive officer compensation. In early 2016, Radford conducted analyses of our executive officers’ base salaries, annual cash bonus awards and
long term equity incentive awards against the compensation of executive officers in similar positions with companies considered to be our “peer companies.”
Radford also reports on overall compensation risk, equity plan usage and makes recommendations to the compensation committee for executive new hire
packages. Radford attended certain compensation committee meetings, including executive sessions, to present its analyses and to discuss its findings with
the compensation committee. The compensation committee reviewed Radford’s analyses in the context of making its decisions with respect to executive
officer compensation for 2016. We, as a company, participate in Radford’s Global Technology Survey in order to obtain market compensation information
for executives and staff globally. Radford also assists us in valuing equity awards to ensure that such awards are properly expensed. The total dollar amount
of services that Radford provided to us in 2016 that was paid in 2016 was approximately $144,909, of which $111,204 was paid as professional fees and
$33,705 was paid in connection with valuation services related to employee stock options. The compensation committee has reviewed the level of services
provided to us by Radford and does not believe it or the services give rise to a conflict or compromises Radford’s independence in advising the
compensation committee.
Compensation Committee Adviser Independence
The compensation committee has considered the independence of Radford pursuant to NASDAQ Global Market and Securities and Exchange
Commission rules and has found no conflict of interest in Radford’s continuing to provide advice to the compensation committee.
The compensation committee is also regularly advised by the company’s outside legal counsel, Cooley LLP. The compensation committee has
considered the independence of Cooley LLP pursuant to NASDAQ Global Market and Securities and Exchange Commission rules and has found no conflict
of interest in Cooley’s continuing to provide advice to the compensation committee. The compensation committee intends to reassess the independence of
its advisers at least annually.
Consideration of 2016 Advisory Say-On-Pay Vote; Frequency of Say on Pay Vote
On June 16, 2016, we held a stockholder advisory vote on the compensation of our Named Executive Officers, commonly referred to as a “Say-On-Pay”
vote. Our stockholders approved the compensation of our
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Named Executive Officers, with 85% of stockholder votes cast in favor of our 2016 Say-On-Pay resolution. Noting the results of this vote, for fiscal 2016, the
compensation committee retained our general approach to our executive compensation program, with a continued emphasis on rewarding our executive
officers through compensation if they deliver value for our stockholders. The compensation committee considers input from our stockholders, as well as the
outcome of our annual Say-on-Pay vote, when making executive compensation program decisions. We will hold an annual advisory stockholder vote to
approve our Named Executive Officer compensation until the results of our next Say-On-Pay frequency vote.
Competitive Positioning
For the 2016 executive compensation review Radford provided an analysis of our executive officer compensation against the compensation of
executive officers in similar positions with a set of peer group companies (which changed from 2015 to 2016, as described below) and also with
compensation data drawn from software/Internet companies with revenues from $100 million to $500 million included in the Radford Global Technology
Total Direct Compensation Survey. The survey data was used in addition to the peer group company data as it was believed to be reflective of companies that
compete in our labor market and of companies with similar revenue levels. The peer group companies and the survey data were equally weighted by the
compensation committee.
2016 Peer Group
The peer group developed by Radford, approved by our compensation committee and used in Radford’s analysis for 2016 compensation, was based on
peer companies with revenues ranging from $100 million to $500 million and market capitalization ranging from $100 million to $1 billion. The companies
that comprised the 2016 peer group consisted of the following:
Peer Group Companies

Angie’s List, Inc.
Bazaarvoice, Inc.
Benefitfocus, Inc.
Blucora, Inc.
Blue Nile, Inc.
Carbonite, Inc.
Care.com, Inc.
Constant Contact, Inc.
DHI Group, Inc.
Ebix, Inc
Limelight Networks, Inc.

LivePerson, Inc
LogMeIn, Inc.
Marchex, Inc.
Petmed Express, Inc.
QuinStreet, Inc.
Quotient, Inc. (formerly Coupons.com.)
RetailmeNot, Inc.
TechTarget, Inc.
Travelzoo, Inc.
United Online, Inc.
XO Group Inc.
Yelp, Inc.

Synchronoss Technologies, Inc. and Web.com Group, Inc., companies included in the 2015 peer group, were removed from the 2016 peer group
because their respective revenues and market capitalizations were not within the criteria approved by the compensation committee. Move, Inc. and
Vitacost.com, Inc. were also removed from the peer group because they were acquired. Angie’s List, Benefitfocus, Carbonite, Marchex and United Online
were added to the peer group because they fell within the criteria stated above.
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Use of Market Data
For its fiscal 2016 compensation decisions, the compensation committee maintained a holistic and flexible approach in its use of market data. The
compensation committee’s goal is generally to set all elements of compensation within a competitive range, using a balanced approach that does not use
rigid percentiles to target pay levels for each compensation element, but instead makes its compensation decisions based on a variety of relevant factors,
including those listed below. While the compensation committee continues to review and reference market data, the data generally is used to inform the
compensation committee of market practices to ensure that our executive compensation program remains within a competitive range of our peers. In addition
to the market data, several other factors are taken into account in setting the amount of each Named Executive Officer’s target total direct compensation
opportunity. These factors include:
•

Recruitment, retention and historical factors. The compensation committee reviews existing Named Executive Officer compensation and
retention levels relative to estimated replacement cost with respect to the scope, responsibilities and skills required of the particular position.

•

Lack of directly comparable data for some of our key roles. Compensation data for some of our key positions are often not explicitly reported by
companies in our compensation peer group or survey data. This results in limited sample sizes and/or inconclusive data that can be misleading if
targeting a specific percentile for market positioning.

•

Market positioning may be distorted by the source of the data. Certain elements of compensation reported from one source can be consistently
higher or lower than the data collected from another, given differences in methods and samples used by each source to collect market data. Given
this variability and volatility within the market data, the compensation committee has determined that targeting pay levels at specific percentiles
of this data could result in outcomes that do not align with the internal value and strategic importance of various roles at the company.

Compensation Elements
Base Salaries
The compensation committee’s objective is to provide the Named Executive Officers with competitive base salaries. We provide this opportunity in
order to attract and retain an appropriate caliber of talent and experience for our workforce and reward them for their day-to-day contributions. Our
compensation committee reviewed base salaries for our Named Executive Officers in the first quarter of 2016 using peer group and survey data supplied by
Radford as a means to verify that we were providing base salaries that would help us accomplish our goals relative to our peer group.
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2016 Base Salaries
For 2016, following a review of market information, the compensation committee increased the base salaries of certain of the Named Executive
Officers, while determining that no other changes were necessary to maintain competitiveness with market practices. The base salaries of Messrs. Flanders and
Francis were determined in conjunction with the negotiation of their new hire employment agreements. Considering Mr. Flanders’ level of experience and
expected contributions to our company, the compensation committees established Mr. Flanders’ base salary above the median of our peer group, although
the base salary was lower than the salary for our former chief executive officer. The compensation committee also considered position specific market data in
setting Mr. Francis’ base salary.
Name/Title

2015 Base Salary

Scott N. Flanders
Chief Executive Officer
David K. Francis
Chief Financial Officer and Chief Operations Officer
Robert S. Hurley
President, Medicare Business
Tom G. Tsao
President, Small Business, Individual and Family Products
Gary L. Lauer
Former Chief Executive Officer
Stuart M. Huizinga
Former Senior Vice President and Chief Financial Officer
William T. Shaughnessy
Former President and Chief Operating Officer
(1)

2016 Base Salary

Percentage
Increase

N/A

$

600,000

N/A

N/A

$

360,000

N/A

$

265,200

$

275,200

4%

$

350,000

$

380,000(1)

9%

$

650,000

$

650,000

0%

$

325,000

$

335,000

3%

$

525,000

$

525,000

0%

Mr. Tsao’s salary was initially set at $360,000 but increased to $380,000 by the compensation committee in July 2016 to reflect his accomplishments.
Annual Cash Bonus Awards
General

We provide the opportunity for our executive officers and other employees to earn an annual cash bonus award. We provide this opportunity in order
to attract and retain employees with a high caliber of talent and experience for our key positions and to link payments to the achievement of our annual
financial and/or operational objectives.
2016 Executive Bonus Plan
On March 10, 2016, our compensation committee approved the executive bonus arrangement for the fiscal year ended December 31, 2016 (the “2016
Bonus Plan”). The 2016 Bonus Plan provides executives (other than for Messrs. Lauer, Flanders and Francis) the opportunity to earn cash bonus awards based
on achieving performance goals relating to company performance established by the compensation committee.
Under the 2016 Bonus Plan, company performance was measured by the achievement of specific financial goals related to revenue and adjusted
EBITDA. Adjusted EBITDA was calculated by adding stock-based compensation, depreciation and amortization expense, including intangible asset
amortization expense, other expense, net, provision (benefit) for income taxes and restructuring charges to GAAP net income (loss). In the
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event that we met the revenue performance goal, a participant would receive 60% of the participant’s target payout. In the event that we met the adjusted
EBITDA goal, a participant would receive 40% of the participant’s target payout. A participant would not receive any payout with respect to a goal that is
achieved at less than 94% with respect to the revenue goal and 65% with respect to the adjusted EBITDA goal. If the revenue goal was achieved at 94% of
target and the adjusted EBITDA goal was achieved at 65% of target, the participant receives 50% of the participant’s target payout. The maximum payout a
participant could receive under the 2016 Bonus Plan was 150% of the participant’s target payout for achievement of 106% of the revenue goal and 135% of
the adjusted EBITDA goal, but the plan provided no payout in excess of target with respect to the revenue goal, unless the adjusted EBITDA goal was
achieved at least at 65% of target.
The revenue and adjusted EBITDA goals and performance were determined by excluding, at the discretion of the compensation committee, (i) the
effect of mergers and acquisitions closing in 2016 (if any), (ii) extraordinary non-recurring items as described in Accounting Principles Board Opinion No. 30
or as otherwise determined by the compensation committee to be extraordinary or non-recurring in its discretion, and (iii) the effect of any changes in
accounting principles affecting our reported results. The specific performance goals for the year ended December 31, 2016 approved by the compensation
committee were as follows:
Metric

Target Goal

GAAP Annual Revenue
Adjusted EBITDA

$ 203,000,000
$ 17,000,000

The compensation committee established rigorous performance goals for the 2016 Bonus Plan, setting the target GAAP annual revenue and adjusted
EBITDA goals above the target goals established under the bonus plan for 2015 as well as above the actual performance achieved by us in 2015. The
compensation committee believes the achievement of these target goals will create stockholder value and approved cash bonus award opportunities based on
achievement of these goals. The compensation committee approved target and maximum cash bonus award opportunities under the 2016 Bonus Plan for our
Named Executive Officers (other than Messrs. Flanders and Francis) as follows:
Fiscal 2016 Cash Bonus Award Opportunity
Target Payout
Maximum Payout
Percent of
Percent of
Annual Base
Annual Base
Salary
Amount
Salary
Amount

Name/Title

Robert S. Hurley
President, Medicare Business
Tom G. Tsao(1)
President, Small Business, Individual and Family Products
Stuart M. Huizinga
Former Senior Vice President and Chief Financial Officer
William T. Shaughnessy
Former President and Chief Operating Officer
(1)

60%

$165,120

90%

$247,680

60%

$221,000

90%

$331,500

60%

$201,000

90%

$301,500

60%

$315,000

90%

$472,500

The amounts reflects the prorated target and maximum bonus payouts under Mr. Tsao’s executive bonus plan to reflect his base salary increase from
$360,000 to $380,000 in July 2016.

Despite setting rigorous performance goals for the 2016 Bonus Plan, the compensation committee decided to maintain on a percentage of base salary
basis the 2016 cash bonus opportunities for each of the Named Executive Officers listed above, the same as they were the previous year. The compensation
committee believed that the incentives provided a meaningful reward if the goals were achieved or exceeded and that no change was necessary to maintain
competitiveness with market practices.
As discussed above, Messrs. Shaughnessy and Huizinga resigned from the Company in during 2016 and as such did not receive a bonus payment under
the 2016 Bonus Plan. In March 2017, our compensation committee
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considered and determined the 2016 fiscal year performance of the company and each of Messrs. Hurley and Tsao against the previously established
performance goals described above. The 2016 performance goals and the company’s 2016 achievement were as follows:

Metric

GAAP Annual Revenue
Adjusted EBITDA

Target Goal

2016 Company
Achievement

$203,000,000
$ 17,000,000

$186,960,000
$ 5,693,000

Achieved Payout
Percentage
Relative to
Target

0%
0%

Actual Bonus
Payout

$
$

0
0

The compensation committee concluded that no bonus payments would be made under the 2016 Bonus Plan to any of the named executive officers
because the revenue and adjusted EBITDA goals under the terms of the 2016 Bonus Plan were not met.
162(m) Performance Bonus Plan
Our Performance Bonus Plan is designed to qualify payments as deductible “performance-based compensation” for purposes of Section 162(m) of the
Internal Revenue Code of 1986, as amended (“Section 162(m)”). In March 2016, our compensation committee determined to maintain Mr. Lauer as the sole
participant in the Performance Bonus Plan for fiscal year 2016, as the compensation committee believed he would be the executive officer most likely to
exceed the limits for deductibility under Section 162(m).
Under the Performance Bonus Plan, Mr. Lauer’s cash incentive bonus was based upon achievement of the same revenue and adjusted EBITDA goals
described above for other Named Executive Officers. The target cash incentive bonus award opportunity for fiscal year 2016 for Mr. Lauer was 80% of his
base salary, or $520,000, with a maximum bonus opportunity of 120% of his base salary, or $780,000. As with the other Named Executive Officers, the
compensation committee believed that this incentive provided a meaningful reward to Mr. Lauer if the goals were achieved or exceeded and that no change
was necessary to maintain competitiveness with market practices. As discussed above, Mr. Lauer’s employment terminated on May 2016, and as such he did
not receive a payout under the Performance Bonus Plan.
Scott Flanders Bonus
Mr. Flanders commenced employment as our chief executive officer on May 2016. The compensation committee determined in July 2016 that
Mr. Flanders would be eligible to receive a bonus of up to $350,000 with respect to his partial year of employment in 2016, upon achievement of the
following goals: presenting a long term strategic philosophy to the board of directors; presenting viable capital structure alternatives to the board of
directors; establishing government and regulatory affairs and strategy committees of the board of directors and supporting them with external resources to
develop plans and strategies; and assessing our management team. On March 7, 2017, our compensation committee considered Mr. Flanders’ performance
with respect to these goals and determined his full 2016 bonus had been earned in light of Mr. Flanders achievements of all of the stated goals. The
compensation committee further determined and Mr. Flanders agreed that in lieu of a cash payment, Mr. Flanders would be granted a fully vested restricted
stock unit award with respect to a number of shares equal to $350,000 divided by the closing price of a share of our common stock on March 7, 2017, plus a
payment of cash in lieu of any fractional share.
David Francis Bonus
Mr. Francis commenced employment with eHealth on July 2016. His employment agreement provided for a target bonus of 60%, prorated to reflect his
partial year of employment, with the ultimate amount paid to be determined in the discretion of the compensation committee. In March 2017, our
compensation committee reviewed the performance of Mr. Francis and his key achievements in 2016 and determined that he had met the requirements of his
initial year of employment and would be paid a bonus of $108,000.
36

Equity Incentive Awards General
Equity incentive awards are an important part of our overall compensation program as they reward and incentivize performance, assist in employee
retention and help to align employee interests with the interests of our stockholders. The compensation committee reviews the equity holdings of our Named
Executive Officers regularly and the compensation committee grants equity compensation awards to our Named Executive Officers informed in part by the
market data provided by Radford discussed above. The terms of our 2016 awards are set forth below, and additional relevant provisions with respect to
particular Named Executive Officers may be found in the “Employment Agreements, Severance Agreements and Change of Control Arrangements” section of
this proxy.
In reviewing our equity award practices, we are committed to effectively rewarding, incentivizing and retaining our employees with a competitive
equity compensation program while minimizing stockholder dilution. For this reason, we carefully manage both our gross burn rate and net burn rate. Gross
burn rate reflects equity awards granted during the fiscal year divided by the weighted average number of shares outstanding. Net burn rate reflects equity
awards granted during the fiscal year less equity awards cancelled and returned to the plan (net equity grants), divided by the weighted average number of
shares outstanding. Although we are classified with insurance companies in some burn rate comparisons across industry groups, we are an ecommerce and
technology company and compete for employees with companies in the internet, software and services industry. As a result, our equity incentive award grants
are generally greater than those companies in the insurance company category. Moreover, our burn rates have been negatively impacted by our share
repurchase programs under which we have, as of March 31, 2017, spent approximately $200 million to repurchase approximately 10.7 million shares of our
common stock in the open market since December 2008.
2016 Executive Equity Compensation
In July 2016, our compensation committee approved equity incentive awards for our Named Executive Officers (other than our chief executive officer,
whose grants, which are described below, had been approved in connection with his commencement of employment) in the form of performance-based and
service-based restricted stock units. The size of the awards were set to deliver competitive value while also trying to minimize the effect the grants would
have on our burn rate for the year. The compensation committee determined the number of shares subject to the awards granted to our Named Executive
Officers after assessing market data provided by Radford. In balancing these objectives, the Named Executive Officers were generally granted equity awards
that approximate in the aggregate the 25th to 50th percentile of the peer group. The award granted to Mr. Francis were determined in conjunction with the
negotiation of his new hire employment agreement.
50% of the equity awards granted to these Named Executive Officers are scheduled to vest based on continuous service over a four-year period with the
goal of providing an incentive to executives to continue employment with us.
50% of the equity awards granted to these Named Executive Officers are tied to achieving certain levels of stock price performance over the four—year
period following the grant date. The goal of these performance awards is to align the interest of our Named Executive Officers with those of our stockholders
and to incentivize them to increase the value of the business in a manner that would drive an increase in our stock price. The Named Executive Officer will
become eligible to vest in this performance-based restricted stock unit if in any 30-day calendar period our average stock price trades at the following price
thresholds:
Price Threshold

Percentage of Award Eligible to Vest

$16.00
$20.00
$24.00
$28.00

25%
25%
25%
25%

Upon achievement of one or more of the price thresholds, the percentage that becomes eligible to vest would vest on the one-year anniversary of
achieving the applicable price threshold, subject to the executive continuing to
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provide services to us through the vesting date (or, if earlier, upon a termination of employment by us without cause). The stock price thresholds established
by the compensation committee were higher than the stock price thresholds for similar performance based awards granted during the prior year. Upon a
change in control (as defined in the 2014 Equity Incentive Plan), only those restricted stock units that would become eligible to vest based on the change in
control price (treating that price as if it were the 30-day average stock price) will remain eligible to vest, subject to the one-year period described in the prior
sentence, and the rest will be forfeited.
These performance-based restricted stock awards were approved when our stock price was trading at approximately $13.73 per share, so the stock price
would have to increase materially from the stock price at the approval date in order for the Named Executive Officer to be eligible to vest in all of the shares
subject to the performance-based restricted stock unit award. The compensation committee believes that tying the performance-based restricted stock unit
awards to achievement of our stock price targets will motivate our executives to take actions and pursue opportunities that will enhance the long-term value
of our stock and benefit our stockholders. The compensation committee determined that granting 50% of the equity awards to the Named Executive Officers
as performance-based equity awards aligned with market practices and peer data provided by Radford.
The number of shares of our common stock granted under restricted stock unit awards approved by the compensation committee during 2016 is
summarized as follows:

Name

Number of Shares
Subject to
Restricted Stock Units
with Time-Based
Vesting

Target Number of Shares
Subject to
Restricted Stock Units
with Stock Price-Based
Vesting

Maximum Number of
Shares Subject to
Restricted Stock Units
with Stock Price -Based
Vesting

75,000
25,000
25,000

75,000
20,000
25,000

75,000
20,000
25,000

David K. Francis
Robert S. Hurley
Tom G. Tsao
(1)

Includes a one-time promotional grant of 5,000 restricted stock units with time-based vesting schedule to Mr. Hurley in April 2016.
2016 Executive Equity Compensation for Scott Flanders
In connection with the commencement of his employment, Scott Flanders was granted the following awards:
•

100,000 restricted stock units with the same time-based vesting schedule set forth above for other Named Executive Officers;

•

200,000 restricted stock units with the stock-price-based vesting schedule set forth above, except with even higher stock price targets, as set forth
below;

•

150,000 stock options with an exercise price equal to the fair market value of our common stock on the date of grant and which vest at the rate of
25% on May 31, 2017 and 1/48th each month thereafter; and

•

150,000 stock options with an exercise price equal to the fair market value of our common stock on the date of grant and which vest based on the
same stock-price-based vesting schedule set forth above, except with even higher stock price targets, as set forth below.

The stock price thresholds for the performance-based restricted stock unit and option grants to Mr. Flanders are as follows:
Price Threshold

Percentage of Award Eligible to Vest

$20.00
$24.00
$28.00
$36.00

25%
25%
25%
25%
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These awards were approved when our stock price was trading at $13.73 per share, so the stock price would have to increase by almost 50% from the
stock price on the approval date in order for Mr. Flanders to be eligible to vest in any of the shares subject to the performance-based restricted stock unit or
option award. These stock price targets are aggressive targets designed to align Mr. Flanders’ compensation with the creation of significant stockholder
value.
The compensation committee granted these equity awards in conjunction with the negotiation of Mr. Flanders’ new hire employment agreement. The
compensation committee considers these awards to represent one-time grants in connection with the commencement of Mr. Flanders’ employment with us.
For 2017, the compensation committee granted equity awards to Mr. Flanders that are significantly below the amounts granted in 2016.
None of the stock price thresholds with respect to the grants to any of the Named Executive Officers, including Mr. Flanders, have been met,
demonstrating the rigor and difficulty of the goals set with respect to these awards.
Change in Control and Termination Arrangements
We have entered into management retention agreements, providing for certain severance benefits upon certain terminations in connection with a
change of control and outside a change of control, with our Named Executive Officers. At the direction of the compensation committee, Radford conducted a
study of change of control severance agreements for certain of our Named Executive Officers. Informed by this data, the compensation committee designed
agreements considering market norms. The severance arrangements with our Named Executive Officers are more fully described under the section entitled
“Employment Agreements, Severance Agreements and Change of Control Arrangements.”
Other Compensation; Perquisites
We provide the opportunity for our executive officers and other employees to receive general health and welfare benefits. We also maintain a
retirement and deferred savings plan available to all U.S. employees, which is intended to qualify under Sections 401(a) and 401(k) of the Internal Revenue
Code. This plan allows each participant to contribute up to 100% of their pre-tax compensation, up to a statutory limit, which was $18,000 (or $24,000 for
employees over 50 years of age) in calendar year 2016. Under the plan, each participant is fully vested in his or her own contributions. We match 25% of each
participant’s contribution each pay period, up to a maximum of 1% of the employee’s base salary during that period. Our matching contributions vest
one-third for each of the first three years of service from the date of hire. The plan also permits us to make discretionary profit-sharing contributions, but we
have not made such contributions to date.
We generally restrict our executive officers so that they are eligible to receive only the same benefits and perquisites as our other U.S. salaried
employees. However, in connection with Mr. Flanders’ hiring as chief executive officer and Mr. Francis’ hiring as chief financial officer (and eventually chief
operations officer), we provided certain relocation and travel payments as set forth in the Summary Compensation Table under the column, “All Other
Compensation.”
Stock Ownership Guidelines
Our compensation committee has approved stock ownership guidelines for our executive officers to further align their interests with the interests of our
stockholders.
Pursuant to the guidelines, our chief executive officer is expected to accumulate and hold a number of shares of our common stock equal to the lesser
of (i) that number of shares with a value equal to three times his
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initial annual base salary or (ii) the number of shares determined by multiplying his initial annual base salary as chief executive officer by three and dividing
the resulting product by the closing sales price of our common stock on the date upon which the individual became chief executive officer and to maintain
this minimum amount of stock ownership throughout his employment. Our chief executive officer is expected to achieve the applicable level of ownership
by within five years of his becoming chief executive officer.
Under the guidelines, our executive officers who are presidents, executive vice presidents or chief operations officer are expected to accumulate and
hold a number of shares of our common stock equal to the lesser of (i) that number of shares with a value equal to two times their initial annual base salary or
(ii) the number of shares determined by multiplying their initial annual base salary by two and dividing the resulting product by the closing sales price of our
common stock on the date upon which they first became president, executive vice president or chief operations officer and to maintain this minimum amount
of stock ownership throughout their employment. The presidents, executive vice presidents and chief operating officer are expected to achieve the applicable
level of ownership within five years of their becoming a president, an executive vice president or chief operations officer, respectively.
In addition, under the guidelines, our other executive officers are expected to accumulate and hold a number of shares of our common stock equal to
the lesser of (i) that number of shares with a value equal to their initial annual base salary or (ii) the number of shares determined by dividing their initial
annual base salary by the closing sales price of our common stock on the date upon which they first became an executive officer and to maintain this
minimum amount of stock ownership throughout their employment. These other executive officers are expected to achieve the applicable level of ownership
within five years of their becoming an executive officer.
In the event the applicable guideline is not achieved with respect to any executive officer by the applicable deadline, the executive officer will be
required to retain an amount equal to 75% of the net shares received as a result of the exercise of stock options or stock appreciation rights or the vesting of
restricted stock units or other full-value awards until the applicable guideline has been achieved. “Net shares” are those shares that remain after shares are
sold or netted to pay the exercise price (if any) of equity awards and applicable taxes. Under certain limited circumstances, the guidelines may be temporarily
suspended by our compensation committee at its discretion.
As of the date of this proxy, all executive officers are in compliance with the ownership guidelines.
Insider Trading Compliance Program
Our employees, including our Named Executive Officers, are prohibited from trading our securities in violation of our Insider Trading Compliance
Program, including activities such as trading on material, nonpublic information, pledging of our securities as collateral for a loan and trading in derivative
securities (e.g., “puts,” calls,” or other similar hedging instruments) relating to our securities. For more information about our Insider Trading Compliance
Program, see Directors, Executive Officers and Corporate Governance—Corporate Governance Matters—Insider Trading Compliance Program.
Regulatory Considerations
Section 162(m) of the U.S. Internal Revenue Code generally limits to $1 million the deductibility of compensation paid by a public company to any
employee who on the last day of the year is the chief executive officer or one of the three other most highly compensated officers (other than the chief
financial officer). Compensation may qualify for an exemption from the deduction limit if it satisfies certain conditions under Section 162(m). We believe
that it is important to preserve flexibility in administering our compensation programs and have not adopted a policy that all compensation must qualify as
deductible under Section 162(m). Amounts paid under our compensation programs may be determined not to so qualify. We have adopted a
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Performance Bonus Plan, which was approved by our stockholders at the 2014 annual meeting, to attempt to qualify certain payments in future years under
the Performance Bonus Plan as deductible “performance-based compensation” for purposes of Section 162(m). We have also structured certain of our equity
awards to qualify as deductible “performance- based compensation” for purposes of Section 162(m). We do not guarantee that any executive compensation
intended to qualify as deductible performance-based compensation under Section 162(m) so qualifies.
Risk Assessment
Our compensation committee retained Radford, its independent compensation consultant, to evaluate the risk inherent in our executive and
non-executive programs. Accordingly, Radford evaluated our executive and non-executive compensation programs and provided a report to the
compensation committee. The report concluded that, among other things:
•

Overall pay mix, among base salary, variable cash and long-term incentives, was aligned with the practices of our peers;

•

Incentive plans are well-aligned with compensation design principles that generally follow best practices;

•

Management incentives are capped and require a threshold level of performance that help protect against overpayment in a challenging business
environment;

•

Severance benefits are closely managed and do not provide excessive severance benefits; and

•

We established share retention guidelines for executive officers in 2011 (subsequently amended in 2012, 2015 and 2016) and for our
non-employee directors in 2010 (subsequently amended in 2011 and 2015).
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Compensation Committee Report
The information contained in this report shall not be deemed “soliciting material” or incorporated by reference by any general statement
incorporating by reference this Proxy Statement into any filing under the Securities Act of 1933, as amended, or under the Securities Exchange Act of 1934,
as amended, except to the extent we specifically incorporate this report by reference, and shall not otherwise be deemed filed under such Acts.
The compensation committee of the Board of Directors of the Company has reviewed and discussed with management the “Compensation Discussion
and Analysis” section of this Proxy Statement for the 2017 Annual Meeting of Stockholders. Based on this review and discussion, the compensation
committee recommended that the Compensation Discussion and Analysis section be included in the Company’s Annual Report on Form 10-K and Proxy
Statement for its 2017 Annual Meeting of Stockholders.
This report is submitted by the compensation committee.
Compensation Committee
Michael Goldberg
Jack L. Oliver, III
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2016 Summary Compensation Table
The information below sets forth the “total compensation” earned by our Named Executive Officers for the years ended December 31, 2016, 2015 and
2014. The total compensation presented does not reflect the actual compensation received by our Named Executive Officers. For example, the amounts in the
“Stock Awards” column include the grant date fair values of time-based restricted stock units (the “RSUs”) and/or performance-based restricted stock units
(the “PSUs”) granted in that applicable year and the amounts in the “Option Awards” column include the grant date fair values of time-based stock options
and/or performance-based stock options granted in that applicable year. These amounts were calculated, with respect to the PSUs and performance-based
stock options, by assuming all performance criteria were met at 100% achievement. For more information, see the footnotes to the 2016 Summary
Compensation Table.

Name and Principal Position
Scott N. Flanders
Chief Executive Officer
David K. Francis
Chief Financial Officer and
Chief Operating Officer
Robert S. Hurley
President, Medicare Business
Tom G. Tsao
President, Small Business,
Individual and Family Plan
Products
Gary L. Lauer
Former Chief Executive Officer
William T. Shaughnessy
Former President and Chief
Operating Officer
Stuart M. Huizinga
Former Senior Vice President and
Chief Financial Officer
(1)
(2)
(3)
(4)
(5)
(6)
(7)
(8)
(9)
(10)
(11)
(12)
(13)
(14)

Year
2016

Salary(1)
$ 332,308

Stock
Awards(2)(3)
$ 3,404,000(5)

Option
Awards(2)(3)
$ 1,296,783(6)

Non-Equity
Incentive Plan
Compensation(4)
$
350,000(7)

All Other
Compensation
$
300,000(8)

Total
$5,683,091

2016

$ 159,231

$

$

—

$

108,000

$

118,943(10)

$1,928,549

2016
2015
2014
2016
2015
2014

$
$
$
$
$
$

272,892
265,200
263,127
366,154
350,000
308,857

$
$
$
$
$
$

$
$
$
$
$
$

—
—
—
—
—
—

$
$
$
$
$
$

—
238,680
—
—
315,000
—

$
$
$
$
$
$

2,412(12)
2,450
1,734
2,650(12)
2,450
2,450

$ 731,104
$ 732,111
$ 664,731
$ 882,929
$ 983,544
$1,220,332

2016
2015
2014
2016
2015
2014
2016
2015
2014

$
$
$
$
$
$
$
$
$

361,741
650,000
650,000
335,192
525,000
518,269
300,481
325,000
318,269

$
$
$
$
$
$
$
$
$

$
$
$
$
$
$
$
$
$

—
—
—
—
—
—
—
—
—

$
$
$
$
$
$
$
$
$

—
780,000
—
—
472,500
—
—
292,500
—

$
$
$
$
$
$
$
$
$

1,535,214(14)
2,450
2,450
563,060(15)
2,450
2,450
368,515(16)
2,450
2,450

$1,896,955
$2,218,638
$3,318,250
$ 898,252
$1,550,281
$1,853,619
$ 668,996
$ 936,044
$ 720,589

1,542,375(9)

455,800(11)
225,781
399,870
514,125(13)
316,094
909,025
—
786,188
2,665,800
—
550,331
1,332,900
—
316,094
399,870

Salary includes base salary including payment in respect of accrued paid-time-off and holidays.
Amounts were based on the grant date fair value computed in accordance with FASB ASC Topic 718. Our accounting policies regarding equity compensation and the assumptions used to calculate the
value of our equity awards are set forth in Notes 1 and 4 to our consolidated financial statements included in our Annual Report on Form 10-K for the year ended December 31, 2016.
For more information regarding our Named Executive Officers’ long-term equity incentives granted in 2016, see Executive Compensation, Say-on-Pay, Independence of Advisors—Compensation Discussion
and Analysis—Compensation Elements—Equity Incentive Awards.
Amounts are performance-based cash bonus awards earned and approved by the compensation committee for their respective fiscal years.
Amount represents the grant date fair value of 200,000 PSUs and 100,000 RSUs (subject to time-based vesting) granted in 2016.
Amount represents the grant date fair value of 150,000 performance-based stock options granted and 150,000 stock options (subject to time-based vesting) granted in 2016.
The bonus was paid in the form of a fully-vested restricted stock unit that immediately settled into shares of eHealth common stock.
Amount represents relocation payments pursuant to the terms of Mr. Flanders’ employment agreement.
Amount represents the grant date fair value of 75,000 PSUs and 75,000 RSUs (subject to time-based vesting) granted in 2016.
Amount represents $100,000 in relocation payments pursuant to the terms of Mr. Francis’ employment agreement and $18,943 in travel reimbursements as approved by the compensation committee.
Amount represents the grant date fair value of 20,000 PSUs and 25,000 RSUs (subject to time-based vesting) granted in 2016.
Amount represents 401(k) matching contributions.
Amount represents the grant date fair value of 25,000 PSUs and 25,000 RSUs (subject to time-based vesting) granted in 2016.
Amount represents $1,533,714 in accrued severance payments in connection with the termination of employment and $1,500 in 401(k) matching contributions.
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(15) Amount represents $561,000 in accrued severance payments in connection with the termination of employment and $2,069 in 401(k) matching contributions.
(16) Amount represents $364,896 in accrued severance and consulting payments in connection with the termination of employment and $2,619 in 401(k) matching contributions.

2016 Grants of Plan-Based Awards
The following table provides information regarding the amount of cash bonus awards eligible to be earned in 2016 by each of the Named Executive
Officers and equity awards granted in 2016 to each of the Named Executive Officers.
Estimated Future Payouts
Under Non-Equity Incentive
Plan Awards(1)

Name
Scott N. Flanders

David K. Francis

Grant Date
6/3/2016
6/3/2016
6/3/2016
6/3/2016
7/8/2016

Approval Threshold Target Maximum Threshold
Date
($)
($)
($)
(#)
5/31/2016
50,000
5/31/2016
37,500
5/31/2016
5/31/2016
7/8/2016
$350,000 $ 350,000

8/16/2016
8/16/2016
7/8/2016

7/8/2016
7/8/2016
7/8/2016

4/19/2016
8/16/2016
8/16/2016
3/10/2016

3/10/2016
7/8/2016
7/8/2016
3/10/2016

8/16/2016
8/16/2016
3/10/2016

7/8/2016
7/8/2016
3/10/2016

$221,000 $ 331,500

Gary L. Lauer

3/10/2016

3/10/2016

$520,000 $ 780,000

William T. Shaughnessy

3/10/2016

3/10/2016

$315,000 $ 472,500

Stuart M. Huizinga

3/10/2016

3/10/2016

$201,000 $ 301,500

Robert S. Hurley

Tom G. Tsao

(1)
(2)
(3)
(4)
(5)

All Other
Stock
Awards:
Number of
Shares
of Stock
Maximum
or Units
(#)
(#)(3)
200,000
150,000
100,000

Estimated Future Payouts
Under Equity Incentive
Plan Awards(2)

18,750

Target
(#)
200,000
150,000

All Other
Option
Awards:
Number of
Securities
Underlying
Options
(#)(4)

$ 13.58
150,000

75,000

75,000

Exercise
or Base
Price of
Option
Awards
($ per
Share)

$ 13.58

Grant
Date
Fair
Value
of Stock
and
Option
Awards(5)
$ 2,046,000
$ 244,875
$ 1,358,000
$ 1,051,908

$
$

677,625
864,750

20,000

$
$
$

44,500
180,700
230,600

25,000

$
$

225,875
288,259

75,000
$108,000 $ 108,000
5,000
5,000

20,000

20,000

$165,120 $ 247,680
6,250

25,000

25,000

Represents target and maximum cash bonus payouts under the various executive bonus plans as described in Executive Compensation, Say-on-Pay, Independence of Advisors—Compensation Discussion
and Analysis—Annual Cash Bonus Awards. The actual bonus amounts paid to each Named Executive Officer are disclosed in the Summary Compensation Table set forth above.
Represents the performance-based restricted stock units and performance-based stock options (for Mr. Flanders only) granted in 2016.
Represents time-based restricted stock units granted in 2016.
Represents time-based stock options granted in 2016.
Amounts shown reflect the grant date fair value of restricted stock and option awards (both time-based and performance-based) granted in 2016, computed in accordance with FASB ASC Topic 718. None
of the performance-based restricted stock units or stock options were actually earned by the Named Executive Officers in 2016. Our accounting policies regarding equity compensation and the assumptions
used to compute the fair value of our equity awards are set forth in Notes 1 and 4 to our consolidated financial statements included in our Annual Report on Form 10-K for the year ended December 31,
2016.

2016 Outstanding Equity Awards at Fiscal Year-End
Our stock options granted to the Named Executive Officers prior to January 1, 2008 generally vest (i) over a four-year term at the rate of 25% one year
following the vesting commencement date and 1/48th per month thereafter or (ii) over a five-year term at the rate of 20% one year following the vesting
commencement date and 1/60th per month thereafter. These options generally expire 10 years after they are granted or earlier if the recipient’s employment or
service terminates earlier. Our stock options granted to the Named Executive Officers subsequent to January 1, 2008 generally vest over a four-year term at
the rate of 25% one year following the vesting commencement date and 1/48th of the shares per month thereafter.
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These options generally expire 7 years after they are granted or earlier if the recipient’s employment or service terminates earlier.
Restricted stock units subject only to time-based vesting granted to our Named Executive Officers generally vest annually over four years in equal
installments. Restricted stock units and stock options subject to performance-based vesting granted to our Named Executive Officers must meet additional
preconditions to vesting and, once the total number of shares earned and eligible for vesting has been determined in accordance with the predetermined
performance metrics, such eligible shares vest in equal installments over one to three years from the vesting commencement date.
Except for the grant of a fully-vested restricted stock unit award in March 2017 to Mr. Flanders, which award was granted in lieu of a cash payment of
Mr. Flanders’ 2016 bonus, all of the outstanding equity awards granted to date to our employees, including our Named Executive Officers, are subject to a
minimum vesting period of one to three years if such award is based on the satisfaction of performance criteria or objectives and a minimum vesting period of
four years if such award is based on the holder’s continued employment as an employee with the company. All of the stock options and restricted stock units
granted to our employees, including our Named Executive Officers, are subject to a vesting schedule with a one-year initial vesting period.
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The following table summarizes the number of equity securities underlying outstanding option awards and unvested restricted stock units for each
Named Executive Officer as of December 31, 2016. Certain of our Named Executive Officers have elected to defer settlement of vested restricted stock units
pursuant to the terms of a deferral election. The vested restricted stock units are not included in the table below. The vested restricted stock units are reflected
in the table and related footnotes under “Security Ownership of Certain Beneficial Owners and Management,” “2016 Option Exercises and Stock Vested at
Fiscal Year-End” and “2016 Non-Qualified Deferred Compensation Table.” See “Executive Compensation, Say-on-Pay, Independence of Advisors—
Compensation Discussion and Analysis—Compensation Elements—Equity Incentive Awards” for a description of equity awards granted in 2016.
Option Awards

Stock Awards

Number of Securities
Underlying Unexercised
Options

Name
Scott N. Flanders

Grant
Date
2/29/2008(2)
6/9/2009(3)
6/15/2010(3)
6/3/2016(4)
6/3/2016(5)
6/3/2016(6)
6/3/2016(5)

Vested (#)
25,000
3,250
7,250
—
—
—
—

Unexercisable
—
—
—
150,000
—
—
—

Equity
Incentive
Plan
Awards:
Number of
Securities
Underlying
Unexercised
Unearned
Options (#)
—
—
—
—
37,500
—
—

Option
Exercise
Price
($)
$ 24.49
$ 17.76
$ 12.20
$ 13.58
$ 13.58
—
—

Option
Expiration
Date
2/28/2018
6/9/2019
7/15/2020
6/3/2023
6/3/2023
—
—

Number of
Shares or
Units of
Stock That
Have Not
Vested (#)
—
—
—
—
—
100,000
—

Market
Value of
Shares or
Units of
Stock
That
Have Not
Vested
($)(1)
—
—
—
—
—
$1,065,000
—

Equity
Incentive
Plan
Awards:
Number of
Unearned
Shares,
Units or
Other Rights
That Have
Not
Vested (#)
—
—
—
—
—
—
50,000

Equity
Incentive
Plan
Awards:
Market or
Payout
Value of
Unearned
Shares,
Units or
Other
Rights
That Have
Not
Vested ($)
—
—
—
—
—
—
$ 532,500

75,000
—

$ 798,750
—

—
18,750

—
$ 199,688

—
14,644
23,111
—
$ 99,844
$ 53,520
—
$ 213,000

—
—
—
3,125
—
—
5,000
—

—
—
—
33,281
—
—
53,520
—

—
17,306
27,307
26,625
—
$ 139,781
—
$ 266,250

—
—
—
—
4,375
—
6,250
—

David K. Francis

8/16/2016(7)
8/16/2016(5)

—
—

—
—

—
—

Robert S. Hurley

3/16/2010(8)
4/16/2013(9)
4/16/2013(10)
3/31/2015(5)
4/21/2015(11)
4/19/2016(12)
8/16/2016(5)
8/16/2016(13)

27,000
—
—
—
—
—
—
—

—
—
—
—
—
—
—
—

—
—
—
—
—
—
—
—

$ 18.37
—
—
—
—
—
—
—

3/16/2017
—
—
—
—
—
—
—

—
1,375
2,170
—
9,375
5,000
—
20,000

7/17/2012(14)
4/16/2013(9)
4/16/2013(10)
12/16/2014(15)
3/31/2015(5)
4/21/2015(11)
8/16/2016(5)
8/16/2016(13)

11,667
—
—
—
—
—
—
—

—
—
—
—
—
—
—
—

—
—
—
—
—
—
—
—

$ 17.70
—
—
—
—
—
—
—

7/17/2019
—
—
—
—
—
—
—

—
1,625
2,564
2,500
—
13,125
—
25,000

Gary L. Lauer

3/16/2010(8)

100,000

—

—

$ 18.37

3/16/2017

—

Stuart M. Huizinga

3/16/2010(8)
4/16/2013(9)
4/16/2013(10)
3/31/2015(5)
4/21/2015(11)

27,000
—
—
—
—

—
—
—
—
—

—
—
—
—
—

$ 18.37
—
—
—
—

3/16/2017
—
—
—
—

—
1,375
2,170
—
13,125

Tom G. Tsao

(1)
(2)
(3)
(4)

—
—

—
—

$
$

$
$
$

—
—
$ 14,644
$ 23,111
—
$ 139,781

$

$

$
$

—
—
—
—
46,594
—
66,563
—

—

—

—
—
—
4,375
—

—
—
—
46,594
—

$

The market value of the restricted stock unit awards that have not vested is calculated by multiplying the number of units that have not vested by the closing price of our common stock on December 31,
2016, which was $10.65.
The option vested as to 100% of the shares on the earlier of (i) the one-year anniversary of the grant date or (ii) the day prior to our annual stockholder meeting approximately one year following the grant
date.
The option vested as to 100% of the shares on the day prior to our annual stockholder meeting approximately one year following the grant date.
The option vests as to 25% of the shares one year after May 31, 2016 and 1/48th of the shares upon completion of each month of continuous service thereafter.
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(5)
(6)
(7)
(8)
(9)
(10)
(11)
(12)
(13)
(14)
(15)

Number of shares shown is based upon achieving threshold stock price performance goals as of December 31, 2016. Upon achievement of one or more of the stock price thresholds, the percentage that
becomes eligible to vest would vest on the one-year anniversary of achieving the applicable stock price threshold, subject to the executive continuing to provide services to us through the vesting date. As
of December 31, 2016 no stock price thresholds have been met.
25% of the shares subject to the restricted stock units vest on each anniversary of the vesting start date of May 31, 2016, subject to the executive officer’s continued service with us.
25% of the shares subject to the restricted stock units vest on each anniversary of the vesting start date of July 11, 2016, subject to the executive officer’s continued service with us.
The option vested as to 25% of the shares one year after February 16, 2010 and 1/48th of the shares upon completion of each month of continuous service thereafter.
25% of the shares subject to the restricted stock units vest on each anniversary of the vesting start date of March 20, 2013, subject to the executive officer’s continued service with us.
Number of shares shown is the eligible amount for service-based vesting as a result of the achievement of the 2013 performance measures. One-fourth of the shares subject to the restricted stock units vest
on each anniversary of the vesting start date of March 20, 2013, subject to the executive officer’s continued service with us.
25% of the shares subject to the restricted stock units vest on each anniversary of the vesting start date of March 18, 2015, subject to the executive officer’s continuous service thereafter.
25% of the shares subject to the restricted stock units vest on each anniversary of the vesting start date of March 9, 2016, subject to the executive officer’s continuous service thereafter.
25% of the shares subject to the restricted stock units vest on each anniversary of the vesting start date of March 31, 2016, subject to the executive officer’s continuous service thereafter.
The option vested as to 25% of the shares one year after June 11, 2012 and 1/48th of the shares upon completion of each month of continuous service thereafter.
25% of the shares subject to the restricted stock units vest on each anniversary of the vesting start date of September 1, 2014, subject to the executive officer’s continued service with us.

2016 Option Exercises and Stock Vested at Fiscal Year-End
The following table presents certain information concerning the exercise of stock options by each of our Named Executive Officers during the year
ended December 31, 2016.

Name

Scott N. Flanders
David K. Francis
Robert S. Hurley
Tom G. Tsao
Gary L. Lauer
William T. Shaughnessy
Stuart M. Huizinga
(1)
(2)
(3)
(4)
(5)

Option Awards
Number of Shares
Acquired on Exercise

—
—
—
—
—
—
—

Value Realized
on Exercise(1)

—
—
—
—
—
—
—

Stock Awards
Number of Shares
Acquired on Vesting

11,877(3)
—
8,149(4)
10,814
70,049(5)
26,834
9,399

Value Realized
on Vesting(2)

$ 165,684
—
$
79,631
$ 112,235
$ 885,488
$ 296,454
$
91,944

The value realized equals the difference between the option exercise price and the fair market value of the company’s common stock on the date of
exercise, multiplied by the number of shares for which the option was exercised.
The value realized equals the fair market value of the company’s common stock on the date of vesting, multiplied by the number of shares of stock that
have vested.
7,808 shares that vested in 2016 was deferred pursuant to the terms of a deferral election.
2,124 shares that vested in 2016 was deferred pursuant to the terms of a deferral election.
23,889 shares that vested in 2016 was deferred pursuant to the terms of a deferral election. The deferred shares were released six months and one day
after Mr. Lauer’s termination of employment.
47

2016 Non-Qualified Deferred Compensation Table
We adopted a restricted stock unit deferral program that allows our Named Executive Officers to elect to defer settlement of vested restricted stock
units. The following non-qualified deferred compensation table summarizes activities during 2016 and account balances relating to these deferred restricted
stock units for our Named Executive Officers.

Name

Executive Contributions
in 2016(1)

Scott N. Flanders
Robert S. Hurley
Gary L. Lauer

$
$
$

(1)
(2)
(3)
(4)

Company
Contributions in 2016

108,921
20,852
308,778

—
—
—

Aggregate Earnings
in 2016(2)

($
$
($

25,766)
1,769
68,694)

Aggregate
Withdrawal/
Distributions in
2016(3)

Aggregate
Balance at
12/31/2016(4)

—
—
240,084

$ 83,155
$ 22,621
$
—

$

The reported dollar value are calculated by multiplying the number of deferred restricted stock units that vested in 2016 by the closing price of our
common stock on the date the respective restricted stock units vested.
Reflects earnings (loss) on shares deferred upon the vesting of restricted stock units, which consisted solely of stock price appreciation or depreciation
of the deferred restricted stock units in 2016.
Amount represents the value of the restricted stock units that was issued and settled pursuant to the terms of the deferral election in 2016. The reported
dollar value are calculated by multiplying the number of deferred restricted stock units that was settled in 2016 by the closing price of our common
stock on the date the respective restricted stock units was settled.
Amount represents the cumulative value of the Named Executive Officer’s deferral activities, including earnings and withdrawals thereon as of
December 31, 2016.

Equity Benefit Plans
2014 Equity Incentive Plan—Our 2014 Equity Incentive Plan (the “Equity Plan”) was adopted by our stockholders in June 2014. The following
describes the material provisions of our Equity Plan, as amended:
Eligibility. Employees, members of our board of directors who are not employees, and consultants are eligible to participate in the Equity Plan,
provided a person will not be eligible to receive an award under the Equity Plan as a consultant if such person would cause shares to be ineligible for
registration under the Securities Act of 1933 on Form S-8.
Purpose. The purpose of the Equity Plan is to promote our long-term success and create stockholder value by (i) encouraging our employees and other
service providers to focus on our performance, (ii) encouraging the attraction and retention of employees and other service providers with exceptional
qualifications and (iii) linking our employees and other service providers directly to stockholder interests through increased stock ownership. The Equity
Plan seeks to achieve this purpose by providing for awards in the form of restricted shares, stock units, stock options or stock appreciation rights (each, an
“Award”).
Shares Subject to Equity Plan. A total of 4,500,000 shares will be reserved for issuance under the Equity Plan. The shares may be authorized, but
unissued, or reacquired shares of our common stock. Any shares subject to outstanding awards under the 2006 Equity Incentive Plan that expire or are
otherwise forfeited to or repurchased by the Company are not available for future grant under the Equity Plan.
Shares subject to Awards under the Equity Plan that expire or are cancelled or forfeited will again become available for issuance under the Equity Plan.
However, shares available under the Equity Plan will not be increased by shares withheld to satisfy tax withholding obligations or shares tendered or
withheld in payment of the purchase price of an option. Shares available will be reduced by the gross, rather than the net, number of shares subject to a stock
appreciation right exercise. The shares available will not be reduced by Awards settled in cash. Any dividend equivalents paid or credited under the Equity
Plan shall, if paid in shares, reduce the number of shares issuable under the Equity Plan.
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In the event of a stock split or similar recapitalization, appropriate adjustments will automatically be made to the Equity Plan share pool, outstanding
awards, the annual limits applicable to Equity Plan awards, and the exercise price of options and stock appreciation rights.
Administration. The compensation committee of our board of directors administers the Equity Plan. The compensation committee has the complete
discretion to make all decisions relating to the Equity Plan.
Types of Award. The Equity Plan provides for the following types of awards:
•

incentive and nonstatutory stock options to purchase shares of our common stock;

•

restricted shares of our common stock; and

•

stock appreciation rights and stock units.

Options and Stock Appreciation Rights. The exercise price for options granted under the Equity Plan may not be less than 100% of the fair market
value of our common stock on the option grant date.
A participant who exercises a stock appreciation right receives the increase in value of our common stock over the base price. The base price for stock
appreciation rights granted under the Equity Plan shall be determined by the compensation committee, but shall not be less than 100% of the fair market
value of the underlying common stock on the grant date. The settlement value of the stock appreciation right may be paid in cash or shares of common stock,
as specified in the award agreement.
Options and stock appreciation rights vest at the times determined by the compensation committee and have a maximum term of seven years from the
date of grant. No participant may receive options covering more than 500,000 shares in one Company fiscal year (increased to 1,000,000 shares in the first
fiscal year of employment). Similarly, no participant may receive stock appreciation rights covering more than 500,000 shares in one Company fiscal year
(increased to 1,000,000 shares in the first fiscal year of employment).
Restricted Shares and Stock Units. Restricted shares may be awarded under the Equity Plan in return for such legal consideration as the compensation
committee determines. Restricted shares vest at the times determined by the compensation committee.
Stock units may also be awarded under the Equity Plan. Cash consideration may not be required of the award recipients, as determined by the
compensation committee. Each award of stock units may or may not be subject to vesting and vesting, if any, shall occur upon satisfaction of the conditions
specified by the compensation committee. Settlement of vested stock units may be made in the form of cash, shares of common stock or a combination of
both. The compensation committee may award dividend equivalents in connection with the grant of stock units. These may be paid in cash or in shares of
common stock, as specified by the compensation committee. Settlement of stock units may be deferred past the vesting date, as specified by the
compensation committee. No participant may receive restricted shares that are subject to performance-based vesting covering more than 500,000 shares in
one Company fiscal year. Similarly, no participant may receive stock units that are subject to performance-based vesting covering more than 500,000 shares
in one Company fiscal year.
Change of Control. In the event of a Change of Control (as defined in the Equity Plan) of the Company, all Equity Plan awards shall be treated as
determined by the compensation committee, which may provide for one or more of the following:
•

Automatic acceleration of vesting of an Award upon the Change of Control or upon certain terminations following a Change of Control;

•

The assumption or substitution of any outstanding awards by the surviving corporation or its parent;
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•

Accelerated vesting of outstanding options and stock appreciation rights, followed by their cancellation;

•

The cancellation of any outstanding options and stock appreciation rights in exchange for a payment (in cash or stock) equal to the per share
price received in the transaction less the exercise price (such payment may be subject to the vesting schedule of the cancelled option or SAR);
and

•

The cancellation of any outstanding stock units in exchange for a payment (in cash or stock) equal to the value of the underlying shares if any,
on the date of the merger or consolidation (such payment may be subject to the vesting schedule of the cancelled stock unit).

Amendment or Termination. Our board of directors may amend or terminate the Equity Plan at any time. If our board of directors amends the plan, it
does not need to ask for stockholder approval of the amendment unless applicable law requires it. The Equity Plan will continue in effect for ten years from
the date of approval by stockholders on June 12, 2014, unless the board of directors decides to terminate the plan earlier.
Performance Goals. The compensation committee (in its discretion) may make performance goals applicable to a participant with respect to an Award,
including but not limited to restricted stock and stock units. If the Committee desires that an Award qualify as performance-based compensation under Code
Section 162(m), then, at the compensation committee’s discretion, one or more of the following performance goals may apply: (i) cash flow (including
operating cash flow or free cash flow); (ii) revenue (on an absolute basis or adjusted for currency effects); (iii) gross margin; (iv) operating expenses or
operating expenses as a percentage of revenue; (v) earnings (which may include earnings before interest and taxes, earnings before taxes, net earnings or
EBITDA); (vi) earnings per share; (vii) stock price; (viii) return on equity; (ix) total stockholder return; (x) growth in stockholder value relative to the moving
average of the S&P 500 Index, or another index; (xi) return on capital; (xii) return on assets or net assets; (xiii) return on investment; (xiv) economic value
added; (xv) operating income or net operating income; (xvi) operating margin; (xvii) market share; (xviii) overhead or other expense reduction; (xix) credit
rating; (xx) objective customer indicators; (xxi) improvements in productivity; (xxii) attainment of objective operating goals; (xxiii) objective employee
metrics; (xxiv) return ratios; (xxv) objective qualitative milestones; (xxvi) other objective financial or other metrics relating to the progress of the Company
or to a subsidiary, division or department; (xxvii) number of customers (or estimated membership, with the formulae for such estimations being objectively
determinable), submitted applications or members, or approved applications or members, sold applications or members; (xxviii) conversion yields achieved
from website visitors to sold members (including any sub-yield in between); (xxix) increase in membership; (xxx) cost of acquiring members or applicants; or
(xxxi) retention of membership.
The performance measures listed above may apply to either the Company as a whole or, except with respect to stockholder return metrics, to a region,
business unit, affiliate or business segment, and may be measured either on an absolute basis, a per-share basis or relative to a pre-established target, to a
previous period’s results or to a designated comparison group, in each case as specified by the compensation committee. Financial performance measures may
be determined in accordance with United States Generally Accepted Accounting Principles (“GAAP”), in accordance with accounting principles established
by the International Accounting Standards Board (“IASB Principles”) or may be adjusted by our compensation committee when established to exclude or
include any items otherwise includable or excludable, respectively, under GAAP or under IASB Principles. The compensation committee may choose other
performance goals for awards that are not intended to qualify as performance-based compensation under Code Section 162(m).
2006 Equity Incentive Plan—We maintain the 2006 Equity Incentive Plan, under which we previously granted restricted stock and options to
purchase shares of our common stock, including all stock options granted to our Named Executive Officers between October 2006 and June 2014. The 2006
Equity Incentive Plan was terminated with respect to the grant of additional awards upon the approval of the 2014 Equity Incentive Plan by our stockholders
on June 2014, although we will continue to issue shares of common stock upon the exercise of stock options granted under this plan. The stock options and
restricted stock grants under the 2006 Equity
50

Incentive Plan generally vest over four years at a rate of 25% after one year and 1/48th per month thereafter. Our stock options granted under the 2006 Equity
Incentive Plan since January 1, 2008 generally expire after 7 years from the date of grant. In the event that we are party to a merger or consolidation, all
outstanding awards granted under the 2006 Equity Incentive Plan will be subject to the agreement of merger or consolidation. Such agreement may provide
for one or more of the following: (i) continuation of outstanding awards, (ii) assumption of outstanding awards, (iii) substitution of outstanding awards,
(iv) full exercisability of options followed by their cancellation, (v) cancellation of options with a payment to the optionees equal to the excess of the fair
market value of the shares subject to the options less their exercise price or (vi) cancellation of restricted stock unites with a payment to the holder of the
restricted stock unites equal to the fair market value of the shares subject to the restricted stock unites as of the closing date of the merger or consolidation.
2005 Stock Plan—We maintain the 2005 Stock Plan, under which we previously granted restricted stock and options to purchase shares of our
common stock, including all stock options granted to our Named Executive Officers prior to October 2006. The 2005 Stock Plan was terminated with respect
to the grant of additional awards upon the effective date of the registration statement related to our initial public offering in October 2006, although we will
continue to issue shares of common stock upon the exercise of stock options granted under the 2005 Stock Plan. The stock options and restricted stock grants
under the 2005 Stock Plan generally vest over four years at a rate of 25% after one year and 1/48th per month thereafter. Our stock options granted under the
2005 Stock Plan generally expire after 10 years from the date of grant. In the event that we are party to a merger or consolidation, outstanding options granted
under the 2005 Stock Plan will be subject to the agreement of merger or consolidation. Such agreement may provide for (i) continuation of outstanding
options, (ii) assumption of the 2005 Stock Plan, (iii) substitution of outstanding options or (iv) cancellation of outstanding options without payment of any
consideration.
Pension Benefits
None of our Named Executive Officers participate in or have account balances in qualified or non-qualified defined benefit plans sponsored by us.
Non-Qualified Deferred Compensation
None of our Named Executive Officers participates in or has account balances in non-qualified defined contribution plans or other deferred
compensation plans maintained by us. However, we did adopt a restricted stock unit deferral program that allows our Named Executive Officers to elect to
defer settlement of vested restricted stock units.
Employment Agreements, Separation Agreements and Change of Control Arrangements
We entered into an employment agreement with Mr. Flanders, our chief executive officer and director, in May 2016 (the “Flanders Employment
Agreement”). The salary, annual incentive compensation, relocation payments and equity grants provided under the Flanders Employment Agreement have
been described in more detail above in the Compensation Discussion and Analysis section and in the compensation tables. Under the terms of the Flanders
Employment Agreement, if Mr. Flanders’ employment is terminated by us “without cause” or if he voluntarily resigns for “good reason” (as such terms are
defined in the Flanders Employment Agreement), and provided that any such termination occurs during the period beginning with the date that we enter into
a binding definitive agreement that would result in a change of control (as such term is defined in the Flanders Employment Agreement) and ending on the
date 12 months following the change of control (the “Change of Control Period”), Mr. Flanders will be entitled to the following severance payments and
benefits: (i) a cash payment (less applicable withholding taxes) in an amount equal to twenty-four months of Mr. Flanders’ then current annual base salary;
(ii) a cash payment (less applicable withholding taxes) in an amount equal to his target cash incentive award for such year, prorated to the date of
termination; (iii) company-paid group health, dental and vision benefits for Mr. Flanders and his covered dependents for up to eighteen months and (iv)
100%
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vesting of any unvested equity awards granted to Mr. Flanders, provided that the performance-based option and performance-based restricted stock unit
awards granted to Mr. Flanders in 2016 will accelerate vesting only to the extent that performance has been achieved as of the date of termination of
employment.
If Mr. Flanders’ employment is terminated by us without cause or if he voluntarily resigns for good reason and provided that any such termination
occurs other than during the Change of Control Period, Mr. Flanders will be entitled to the following severance payments and benefits: (i) a cash payment
(less applicable withholding taxes) in an amount equal to twenty-four months of his then current annual base salary; (ii) a cash payment (less applicable
withholding taxes) in an amount equal to his target cash incentive award for such year, prorated to the date of termination; (iii) company-paid group health,
dental and vision benefits for Mr. Flanders and his covered dependents for up to eighteen months, and (iv) vesting of the performance-based stock option and
performance-based restricted stock unit awards granted to Mr. Flanders in 2016, but only to the extent that performance has been achieved as of the date of
termination of employment.
Mr. Flanders’ receipt of the foregoing severance payments and benefits is conditioned on his execution of a release of claims in favor of us and our
affiliates. Any severance payments to which Mr. Flanders is entitled will be paid by us to Mr. Flanders in cash and in full arrears on the 61st day following his
date of termination (or such later date as necessary to avoid the imposition of additional taxes under Internal Revenue Code Section 409A). We are not
obligated to pay Mr. Flanders a gross-up for taxation on his severance benefits.
Assuming Mr. Flanders terminated his employment with us for good reason, or we terminated Mr. Flanders’ employment without cause, on December
31, 2016, we would have been required to pay Mr. Flanders severance payments totaling $1,550,000 and an estimated amount of up to $26,049 for health
insurance premiums. Assuming such termination occurred within the Change in Control Period, on December 31, 2016, the value from the acceleration of his
then unvested equity awards would have been $1,065,000 calculated by multiplying the number of then unvested shares subject to outstanding restricted
stock units awards by the closing market price on December 31, 2016, which was $10.65 (the “December 2016 Share Value”) and adding the value of
accelerated in the money options as of December 31, 2016, excluding shares subject to the performance-based stock option and performance-based restricted
stock unit award granted to Mr. Flanders in June 2016, which, pursuant to its terms, would not achieve the stock price threshold performance level based
upon the December 2016 Share Value and would therefore not be eligible for accelerated vesting under Mr. Flanders’ employment agreement. Assuming such
termination occurred outside of the Change in Control Period, on December 31, 2016, the value from the acceleration of his performance-based stock option
and performance-based restricted stock unit awards granted in 2016 would have been $0 since the applicable performance goals had not been met as of
December 31, 2016.
We entered into an employment agreement with Mr. Francis, our chief financial officer and chief operations officer, in July 2016 (the “Francis
Employment Agreement”). The salary, annual incentive compensation, relocation payments and equity grants provided under the Francis Employment
Agreement have been described in more detail above in the Compensation Discussion and Analysis section and in the compensation tables. Under the terms
of the Francis Employment Agreement, if Mr. Francis’ employment is terminated by us “without cause” or if he voluntarily resigns for “good reason” (as such
terms are defined in the Francis Employment Agreement), Mr. Francis will be entitled to the following severance payments and benefits: (i) a cash payment
(less applicable withholding taxes) in an amount equal to twelve months of Mr. Francis’ then current annual base salary; (ii) company-paid group health,
dental and vision benefits for Mr. Flanders and his covered dependents for up to twelve months; (iii) vesting acceleration of the time-based restricted stock
units granted to Mr. Francis in 2016 to the extent the award otherwise would have vested had he remained employed for an additional twelve months; and
(iv) vesting acceleration of the performance-based restricted stock units granted to Mr. Francis in 2016 with respect to the portion of the award (if any) for
which the applicable performance goals had been met as of the date of termination of employment.
Assuming Mr. Francis terminated his employment with us for good reason, or we terminated Mr. Francis’ employment without cause, on December 31,
2016, we would have been required to pay Mr. Francis severance
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payments totaling $360,000, an estimated amount of up to $24,224 for health insurance premiums, and the value from the acceleration of twelve months of
his time-based restricted stock units granted in 2016 would have been $199,688 calculated by multiplying the number of then unvested shares subject to the
time-based restricted stock units by the December 2016 Share Value. The value from the acceleration of Mr. Francis’ performance-based restricted stock units
granted in 2016 would have been $0 since the applicable performance goals had not been met as of December 31, 2016.
We also entered into a severance letter agreement with each of Messrs. Hurley and Tsao (the “Severance Letters). The Severance Letters provide that in
the event of a termination of the executive’s employment with us “without cause” (as such term is defined in the Severance Letters), the executive will be
entitled to the following severance payments and benefits: (i) a cash payment (less applicable withholding taxes) in an amount equal to six months of each of
their then current annual base salary; and (ii) company-paid group health, dental and vision benefits for the executive and his covered dependents for up to
six months.
Assuming Mr. Hurley terminated his employment with us without cause, on December 31, 2016, we would have been potentially required to pay
Mr. Hurley severance payments totaling $137,600 and an estimated amount of up to $8,791 for health insurance premiums. Assuming Mr. Tsao terminated
his employment with us without cause, on December 31, 2016, we would have been potentially required to pay Mr. Tsao severance payments totaling
$190,000 and an estimated amount of up to $12,112 for health insurance premiums. The value from the acceleration of Messrs. Hurley and Tsao’s
performance-based restricted stock units would have been $0 since the applicable performance goals had not been met as of December 31, 2016. Mr. Tsao
terminated his employment with us in April 2017, as discussed in more detail below.
The receipt of the foregoing severance payments and benefits for each of our Named Executive Officer is conditioned on the Named Executive
Officer’s execution of a release of claims in favor of us and our affiliates. We have not entered into employment agreements with any of the Named Executive
Officers that specify a fixed term of employment. The employment of each Named Executive Officer with us is “at will.”
The employment of Gary Lauer, our former chief executive officer, terminated in May 2016. In connection with Mr. Lauer’s departure, we entered into
a separation and release agreement with Mr. Lauer in May 2016 (the “Lauer Separation Agreement”). The Lauer Separation Agreement entitled Mr. Lauer to a
cash payment in an amount equal to $1,516,548 and company-paid group health, dental and vision benefits for Mr. Lauer and his covered dependents for up
to eighteen months. The Separation Agreement also entitled Mr. Lauer to 100% vesting of his outstanding and unvested equity awards that were subject to
vesting solely based on his continued service with the Company and 18,750 shares underlying a performance-based restricted stock unit award granted on
March 31, 2015. The remaining portion of the performance-based restricted stock unit award was forfeited and Mr. Lauer has no further rights with respect to
that portion of the award. The Lauer Separation Agreement included a release of claims by Mr. Lauer in favor of us and our affiliates and provided that
Mr. Lauer provide consulting services to us through December 31, 2016 to assist with the transition of his duties and responsibilities. The total value of
Mr. Lauer’s severance payments and benefits was $2,233,683, consisting of severance payments totaling $1,516,548, an accrued amount of $17,166 for
health insurance premiums and $699,969 from the acceleration of equity awards.
The employment of Bill Shaughnessy, our former president and chief operating officer, terminated in June 2016. In connection with Mr. Shaughnessy’s
departure, we entered into a separation and release agreement with Mr. Shaughnessy in June 2016 (the “Shaughnessy Separation Agreement”). The
Shaughnessy Separation Agreement entitled Mr. Shaughnessy to receive (i) a cash payment (less applicable withholding taxes) in an amount equal to twelve
months of Mr. Shaughnessy’s then current annual base salary; (ii) twelve months continued payments of $3,000 per month in lieu of company-paid group
health, dental and vision benefits for Mr. Shaughnessy and his covered dependents; and (iii) twelve months’ vesting acceleration of his equity awards.
Notwithstanding the foregoing, with respect to the performance-based restricted stock unit granted to Mr. Shaughnessy in March 2015, the portion of that
award relating to stock price thresholds that have not been
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achieved terminated upon Mr. Shaughnessy’s termination of employment, and Mr. Shaughnessy was only be entitled to receive vesting acceleration with
respect to the portion of the award for which the stock price thresholds had been achieved and for which he had not fully satisfied the service-based vesting
requirement. The Shaughnessy Separation Agreement included a release of claims by Mr. Shaughnessy in favor of us and our affiliates. The total value of
Mr. Shaughnessy’s severance payments and benefits was $739,460, consisting of severance payments over a 12-month period totaling $525,000, an accrued
amount of $36,000 in lieu of health insurance premiums and $178,460 from the acceleration of equity awards.
The employment of Stuart Huizinga, our former senior vice president, finance and chief financial officer, terminated in July 2016. In connection with
Mr. Huizinga’s departure, we entered into a transition agreement and release with Mr. Huizinga on July 2016 (the “Huizinga Transition Agreement”) and
consulting agreement with Mr. Huizinga as of the same date (the “Huizinga Consulting Agreement”). The Huizinga Transition Agreement entitled
Mr. Huizinga to continued salary and benefits during his employment through September 30, 2016. The Huizinga Transition Agreement included a release of
claims by Mr. Huizinga in favor of us and our affiliates. Pursuant to the Huizinga Consulting Agreement, Mr. Huizinga is to provide consulting services to us
from the termination of his employment through September 30, 2017 (the “Consulting Period”) to assist with the transition of his duties and responsibilities.
While Mr. Huizinga provides such consulting services, he receives a consulting fee of $27,917 per month and company-paid group health, dental and vision
benefits for Mr. Huizinga and his covered dependents, and will remain eligible to vest in his outstanding equity awards in accordance with the terms of the
applicable equity incentive plan and award agreement governing the terms of such equity awards. In the event that his consulting services are terminated us
“without cause” (as such term is defined in the Huizinga Consulting Agreement) prior to completion of the Consulting Period, Mr. Huizinga will receive:
(i) continued payments of his consulting fee and company-paid group health, dental and vision benefits for Mr. Huizinga and his covered dependents for the
remaining portion of the Consulting Period, (ii) vesting acceleration of any equity awards that are subject to vest based on continued service as though he
continued to provide services through the end of the Consulting Period, and (iii) any equity awards subject to performance-based vesting will remain
outstanding and will be eligible to vest to the extent that the applicable performance goals are met during the Consulting Period and deeming any continued
service requirements met as though he had continued to provide services through the end of the Consulting Period. The total value of Mr. Huizinga’s
severance payments and benefits was $454,679, consisting of consulting payments over a 12-month period totaling $335,000, an accrued amount of $30,896
for health insurance premiums and $88,783 from the acceleration of equity awards.
The employment of Tom Tsao, our former president, small business, individual and family products terminated in April 2017. In connection with
Mr. Tsao’s departure, we entered into a separation agreement and release with Mr. Tsao in March 2017 (the “Tsao Separation Agreement”) and a consulting
agreement with Mr. Tsao as of April 17, 2017 (the “Tsao Consulting Agreement”). The Separation Agreement entitles Mr. Tsao to continued salary and
benefits through the date of termination of employment. Mr. Tsao’s equity awards ceased vesting as of April 7, 2017 in accordance with the terms of the
equity awards. The Tsao Separation Agreement includes a release of claims by Mr. Tsao in favor of us and our affiliates. Pursuant to the Tsao Consulting
Agreement, Mr. Tsao will provide consulting services to the Company from April 17, 2017 through December 31, 2017 to assist with the transition of his
duties and responsibilities. While Mr. Tsao provides such consulting services, he will receive a consulting fee of $8,000 for April 2017, and thereafter a fee of
$16,000 per month, prorated for any partial month. The total value of Mr. Tsao’s severance and consulting payments is $136,000.
Under our 2014 and 2006 Equity Incentive Plans, the board of directors or its compensation committee, as administrators of the 2014 and 2006 Equity
Incentive Plans, has the authority to provide for accelerated vesting of the shares of common stock subject to outstanding options and restricted stock units
held by our Named Executive Officers and any other person in connection with a Change of Control (as defined in the 2014 and 2006 Equity Incentive Plans,
respectively). In addition, outstanding equity awards granted to our non-employee directors will become fully vested upon a Change of Control.
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The performance-based restricted stock unit awards granted to our Named Executive Officers in 2015 and 2016 provide that if a Change in Control (as
defined in the 2014 Equity Incentive Plan) occurs during the performance period, a number of shares subject to such awards will become eligible to vest
based on the price per share established in the Change in Control transaction. Such eligible shares will vest on the one-year anniversary of the Change in
Control transaction based on the award holder’s continued service through such date. In addition, such awards granted to our Named Executive Officers who
are not otherwise subject to agreements providing vesting acceleration upon an involuntary termination following a Change in Control transaction will
provide for full acceleration of such time-based shares if the holder is terminated without cause during the one-year period following a Change in Control.
Equity Compensation Plan Information
The following table sets forth information regarding outstanding options and shares reserved for future issuance under our equity compensation plans
as of December 31, 2016:
Number of
securities to be
issued upon
exercise of
outstanding options
and rights
(a)

Plan Category

Equity compensation plans approved by security
holders(1)
Equity compensation plans not approved by security holders
Total
(1)

(2)

2,491,469
—
2,491,469

Weightedaverage
exercise
price of
outstanding
options
(b)

$
$

14.90
—
14.90

Number of securities
remaining available for
future issuance under
equity compensation
plans (excluding
securities reflected in
column (a))
(c)

2,266,648(2)
—
2,266,648

Consists of the 2005 Stock Plan, the 2006 Equity Incentive Plan and the 2014 Equity Incentive Plan. Our board of directors determined not to grant
any additional equity awards under the 2005 Stock Plan following the completion of our initial public offering in October 2006. Our board of directors
also determined not to grant any additional equity awards under the 2006 Equity Incentive Plan following the approval of the 2014 Equity Incentive
Plan by our stockholders in June 2014.
A total of 4,500,000 shares of our common stock were initially authorized and reserved for issuance under the 2014 Equity Incentive Plan.
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REPORT OF THE AUDIT COMMITTEE OF THE BOARD OF DIRECTORS
This report shall not be deemed incorporated by reference by any general statement incorporating by reference this Proxy Statement into any filing
under the Securities Act of 1933, as amended, or under the Securities Exchange Act of 1934, as amended, except to the extent we specifically incorporate
this report by reference, and shall not otherwise be deemed filed under such Acts.
The audit committee of the board of directors is comprised of three directors, each of whom qualifies as “independent” under the rules of the Securities
and Exchange Commission and the current listing requirements of the NASDAQ Global Market. The members of the audit committee during 2016 were
Michael D. Goldberg, Randall S. Livingston and Ellen O. Tauscher. The audit committee acts pursuant to a written charter that was adopted by the board of
directors in April 2006, as amended.
In performing its functions, the audit committee acts in an oversight capacity and relies on the work and assurances of (i) the company’s management,
which has the primary responsibility for financial statements and reports and the company’s internal controls, and (ii) the company’s independent registered
public accounting firm, which, in its report, expresses an opinion on the conformity of the company’s annual financial statements with accounting principles
generally accepted in the United States. It is not the duty of the audit committee to plan or conduct audits, to determine that the company’s financial
statements are complete and accurate and are in accordance with generally accepted accounting principles, or to assess the company’s internal control over
financial reporting.
Within this framework, the audit committee has reviewed and discussed with management the company’s audited financial statements as of and for the
fiscal year ended December 31, 2016 and the company’s internal control over financial reporting. The audit committee also has discussed with the
independent registered public accounting firm the matters required to be discussed by Public Company Accounting Oversight Board Auditing Standard (AS)
1301 (previously AS No. 16) Communications with Audit Committees. In addition, the audit committee has received the written disclosures and letter from
the independent registered public accounting firm required by applicable requirements of the Public Company Accounting Oversight Board regarding the
independent accountant’s communications with the audit committee concerning independence, has discussed with the independent registered public
accounting firm, Ernst & Young LLP, the independence of that firm and has considered whether the provision of non-audit services was compatible with
maintaining the independence of that firm.
Based upon these reviews and discussions, the audit committee recommended to the Board of Directors that the audited financial statements be
included in the company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2016.
Audit Committee
Randall S. Livingston
Michael D. Goldberg
Ellen O. Tauscher
56

PROPOSAL 2
RATIFICATION OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
The audit committee has appointed the firm of Ernst & Young LLP as our independent registered public accounting firm for the fiscal year ending
December 31, 2017. Representatives of Ernst & Young LLP are expected to be present at the Annual Meeting. They will have an opportunity to make a
statement, if they desire to do so, and will be available to respond to appropriate questions.
Principal Accountant Fees and Services
The following table sets forth the aggregate fees billed or expected to be billed by Ernst & Young LLP for audit and other services rendered in 2015
and 2016 (in thousands):
Fiscal Years Ended
2015
2016

Audit fees(1)
Audit-related fees(2)
Tax fees(3)
All other fees(4)

(1)
(2)
(3)
(4)

$1,803
$ —
$ —
$
2
$1,805

$1,877
$ 28
$ —
$
2
$1,907

Audit fees: These fees consist of professional services rendered for the audit of our annual consolidated financial statements and internal control over
financial reporting, review of our quarterly consolidated financial statements, accounting advice and consultations, as well as accounting advice and
services that are normally provided by Ernst & Young LLP in connection with regulatory filings or engagements.
Audit-related fees: These consist of fees billed by Ernst & Young LLP for assurance and related services that are reasonably related to the performance
of the audit or review of our consolidated financial statements and are not reported under “Audit Fees.”
Tax fees: These fees consist of professional services rendered for tax planning.
All other fees: These fees consist of services not captured in the audit, audit-related or tax categories.

The audit committee considered whether the provision of services other than audit services is compatible with maintaining Ernst & Young LLP’s
independence.
Pre-Approval Policies and Procedures
The audit committee’s policy is to pre-approve all audit and permissible non-audit services provided by our independent registered public accounting
firm. All audit and permissible non-audit services were pre-approved by the audit committee in accordance with the pre-approval policy described above.
Required Vote and Board of Directors Recommendation
Ratification of the appointment of Ernst and Young LLP as our independent registered public accounting firm requires the affirmative vote of a
majority of the votes cast at the Annual Meeting in person or by proxy or at any postponement or adjournment of the Annual Meeting. This ratification is not
required by our bylaws or otherwise. However, the board of directors is submitting the selection of Ernst & Young LLP to the stockholders for ratification as a
matter of corporate practice. If the stockholders fail to ratify the selection, the audit committee may reconsider whether or not to retain that firm. Even if the
selection is ratified, the audit committee in its discretion may direct the appointment of a different independent registered public accounting firm at any time
during the year if the audit committee determines that such a change would be in the best interests of us and our stockholders.
The board of directors recommends a vote “FOR” ratification of the appointment of Ernst & Young LLP as our independent registered public
accounting firm.
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PROPOSAL 3
ADVISORY VOTE TO APPROVE EXECUTIVE COMPENSATION
As required by Section 14A of the Securities and Exchange Act of 1934, as amended, we are providing our stockholders with the opportunity to cast a
vote to approve, on an advisory basis, the compensation of our Named Executive Officers as described below and elsewhere in this proxy statement.
The goal for our executive compensation program is to attract, motivate and retain talented and dedicated executive officers. We seek to accomplish
this goal in a way that directly links compensation to measurable corporate and individual performance and focuses executive officers on achieving near and
long-term corporate objectives and strategy. We believe that our executive compensation program satisfies this goal and rewards our executives for creating
stockholder value.
The Compensation Discussion and Analysis, beginning on page 27 of this proxy statement, describes our executive compensation program and the
decisions made by our compensation committee relating to 2016 in more detail. We also urge our stockholders to read the Summary Compensation Table and
other related compensation tables and narrative, beginning on page 43 of this proxy statement, which provides detailed information on the compensation of
our Named Executive Officers.
We request stockholder approval of the compensation of our Named Executive Officers as disclosed pursuant to the Securities and Exchange
Commission’s compensation disclosure rules (which disclosure includes the Compensation Discussion and Analysis, the compensation tables and the
narrative disclosures that accompany the compensation tables). We currently plan to hold a vote, on an advisory basis, annually and expect that the next such
stockholder advisory vote will occur at the 2018 Annual Meeting of Stockholders.
As an advisory vote, this proposal is not binding upon us. However, our compensation committee, which is responsible for designing and
administering our executive compensation program, values the opinions expressed by stockholders in their vote on this proposal and will consider the
outcome of the vote when making future compensation decisions for our Named Executive Officers.
Required Vote and Board of Directors Recommendation
Approval of Proposal 3 requires the affirmative vote of a majority of the votes cast at the Annual Meeting in person or by proxy or at any postponement
or adjournment of the Annual Meeting.
The board of directors recommends a vote “FOR” the approval of the compensation of our Named Executive Officers as disclosed in this proxy
statement in accordance with Securities and Exchange Commission rules.
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PROPOSAL 4
ADVISORY VOTE REGARDING THE FREQUENCY OF THE VOTING WITH RESPECT TO THE COMPENSATION OF OUR NAMED
EXECUTIVE OFFICERS
In addition to Proposal 3 above, our stockholders are being provided the opportunity to cast vote to approve, on an advisory basis, the frequency of the
voting with respect to the compensation of our Named Executive Officers. The advisory vote on executive compensation described in Proposal 3 above is
referred to as a “say-on-pay vote.”
This Proposal 4 affords stockholders the opportunity to cast an advisory vote on how often we should include a say-on- pay vote in our proxy materials
for future annual stockholder meetings (or special stockholder meeting for which we must include executive compensation information in the proxy
statement). Under this Proposal 4, stockholders may vote to have the say-on-pay vote every year, every two years or every three years. For the reasons
described below, our board of directors recommends that our stockholders select a frequency of one year, or an annual vote.
Our executive compensation program is designed to support long-term value creation, and an annual vote will allow stockholders to better judge our
executive compensation program in relation to our long-term performance. As described in the Compensation Discussion and Analysis section above, one of
the core principles of our executive compensation program is to ensure management’s interests are aligned with our stockholders’ interests to support longterm value creation.
Required Vote and Board of Directors Recommendation
Generally, approval of any matter presented to stockholders requires a majority of the votes cast in person or by proxy. However, because this vote is
advisory and non-binding, if none of the frequency options receive a majority of the votes cast, the option receiving the greatest number of votes will be
considered the frequency recommended by our stockholders. Even though this vote will neither be binding on the company or the board of directors nor will
it create or imply any change in the fiduciary duties of, or impose any additional fiduciary duty on, the company or the board, our board of directors will take
into account the outcome of this vote in making a determination on the frequency at which advisory votes on executive compensation will be included in
our proxy statement.
The board of directors recommends a vote to hold say-on-pay votes “EVERY YEAR” (as opposed to every two years or every three years).
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SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE
Section 16(a) of the Exchange Act requires our executive officers and directors and persons who beneficially own more than 10% of our common stock
(collectively, “Reporting Persons”) to file reports of beneficial ownership and changes in beneficial ownership with the Securities and Exchange Commission
and the NASDAQ Global Market. Reporting Persons are required by Securities and Exchange Commission regulations to furnish us with copies of all Section
16(a) forms they file. Based solely on our review of such reports received or written representations from certain Reporting Persons, we believe that during the
fiscal year ended December 31, 2016 all Reporting Persons complied with all applicable reporting requirements.
STOCKHOLDER PROPOSALS FOR THE 2018 ANNUAL MEETING
The deadline for submitting a stockholder proposal for inclusion in our proxy statement and form of proxy for our 2018 Annual Meeting of
Stockholders pursuant to Rule 14a-8 of the Exchange Act is January 1, 2018.
Our bylaws contain additional advance notice requirements, including requirements with respect to advance notice of stockholder proposals. Under
our bylaws, a stockholder proposal will be ineligible for presentation at the meeting unless the stockholder gives timely notice of the proposal in writing to
our secretary at our executive offices and otherwise complies with the provisions of our bylaws. To be timely, our bylaws provide that such stockholder’s
notice must be received by our secretary at our principal executive offices no less than 90 days, nor more than 120 days, prior to the one-year anniversary
date of the immediately preceding year’s annual meeting; provided, however, that in the event that no annual meeting was held in the previous year or the
annual meeting is called for a date that is not within 30 days before or after such anniversary date, notice by the stockholder to be timely must be so received
not later than the close of business on the later of (i) the 90th day before the annual meeting or (ii) the 10th day following the day on which public
announcement of the date of the meeting was made. To be timely for our 2018 Annual Meeting of Stockholders, notice by the stockholder must be received
by our secretary at our principal executive offices no earlier than February 13, 2018 and no later than March 15, 2018 (provided, however, that in the event
that the annual meeting is called for a date that is not within 30 days before or after the one-year anniversary date of the 2017 Annual Meeting of
Stockholders, then notice by the stockholder to be timely must be so received not later than the close of business on the later of (i) the 90th day before the
annual meeting or (ii) the 10th day following the day on which public announcement of the date of the meeting was made).
60

ANNUAL REPORT
We will furnish without charge, upon written request of any person who was a stockholder or beneficial owner of common stock at the close of
business on April 17, 2017, a copy of our Annual Report on Form 10-K, including the financial statements and the financial statement schedules. The
written request should be sent to: Investor Relations, eHealth, Inc., 440 East Middlefield Road, Mountain View, CA 94043.
Whether you intend to be present at the Annual Meeting or not, we urge you to vote promptly by using the Internet or telephone, or, if you requested to
receive printed proxy materials, by signing and mailing the proxy or voting instruction form.
By order of the Board of Directors.

Scott N. Flanders
Chief Executive Officer and Director
Mountain View, California
May 1, 2017
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•C alto lfre1 -8 0 0 -6 5 2 -V O T E (8 6 8 3 )w ith in th eU S A ,U S terio ries& C an ad ao n ato u ch to n etlp h o n e
•F o lo w th ein stru ctio n sp ro v id ed b y th erco rd ed m esag e
U sin g ab lack in k p en ,m ark y o u rv o tesw ith an X ash o w n in th isex am p le.P leasd o n o tw riteo u tsid eth ed esig n ated ares.☒
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A P ro p o sal—T h eB o ard o fD irecto rseco m m en d sav o teF O R th en o m in elistd ,F O R P ro p o sal2 an d 3 an d E V E R Y Y E A R fo rP ro p o sal4 .
1 .E lectio n o fD irecto r:F o rWith h o ld +
0 1 -R an d alS .L iv in g sto n
F o rA g ain stA b stain
2 .R atifco n o fth eap p o in tm en to fE rn st& Y o u n g L L P asth ein d ep en d en treg isterd p u b licao u n tin g firm o feH ealth ,In c.fo rth efiscaly earn d in g D ecm b er3 1 ,2 0 1 7 .
F o rA g ain stA b stain
3 .A v o teo ap p ro v e,o n an ad v iso ry b asi,th eco m p en satio n o fth eN am ed E x ecu tiv eO ficerso feH ealth ,In c.
1 Y r2 Y rs3 Y rsA b stain
4 .A v o teo ap p ro v e,o n an ad v iso ry b asi,th efrq u en cy o fth ev o tin g w ith resp ecto th eco m p en satio n o fth eN am ed E x ecu tiv eO ficerso feH ealth ,In c.
B N o n -V o tin g Item s
C h an g eo fA d d res—P leasp rin ty o u rn ew ad d resb elo w .
C o m m en ts—P leasp rin ty o u rco m m en tsb elo w .
M etin g A ten d an ce
M ark th eb o x to th erig h tify o u p lan to aten d th eA n n u alM etin g .
C A u th o rized S ig n atu res—T h isecto n m u stb eco m p letd fo ry o u rv o teo b eco u n ted .—D aten d S ig n B elo w
P leasig n ex actly asn am e(s)ap p earsh ero n .Jo in to w n ersh o u ld each sig n .Wh en sig n in g asto rn ey ,ex ecu to r,ad m in istrao r,co rp o rateo ficer,tu ste,g u ard ian ,o rcu sto d ian ,p leasg iv efu ltie.
D ate(m m /d d /y y y y )—P leasp rin td ateb elo w .
S ig n atu re1 —P leask ep sig n atu rew ith in th eb o x .
S ig n atu re2 —P leask ep sig n atu rew ith in th eb o x .
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eH ealth ®
P ro x y —eH ealth ,In c.
N o ticeo f2 0 1 7 A n n u alM etin g o fS to ck h o ld ers
G ard en C o u rtH o tel,5 2 0 C o w p erS tre,P alo A lto ,C alifo rn ia9 4 3 0 1
P ro x y S o licted b y B o ard o fD irecto rsfo rA n n u alM etin g —Ju n e1 3 ,2 0 1 7 at8 :3 0 a.m .P acifD ay lig h tT im e
S co tN .F lan d ers,D av id K .F ran cisan d S co tG ieslr,o ran y o fth em (each ,a“P ro x y ”),each w ith th ep o w ero fsu b stiu tio n ,areh erb y au th o rized to rep resn tan d v o teh esh areso fth eu n d ersig n ed ,w ith alth ep o w ersw h ich th eu n d ersig n ed w o u ld p o seifp erso n aly p resn t,ah eA n n u alM etin g o fS to ck h o ld erso feH ealth ,In c.to b eh eld o n Ju n e1 3 ,2 0 1 7 o ratn y p o stp o n em en to rad jo u rn m en th ero f.
S h aresp resn ted b y th isp ro x y w ilb ev o ted asd irectd b y th esto ck h o ld er.Ifn o su ch d irecto n sarein d icated ,each P ro x y w ilh av eau th o rity to v o te“F O R ”th elctio n o fth en o m in ated d irecto r(P ro p o sal1 ),“F O R ”th eratifco n o fE rn st& Y o u n g L L P aso u rin d ep en d en treg isterd p u b licao u n tin g firm fo ro u rfiscaly earn d in g D ecm b er3 1 ,2 0 1 7 (P ro p o sal2 ),“F O R ”th ev o teo ap p ro v e,o n an ad v iso ry b asi,th eco m p en satio n o fo u rN am ed E x ecu tiv eO ficers(P ro p o sal3 )an d “E V E R Y Y E A R ”fo rth ev o teo ap p ro v e,o n an ad v iso ry b asi,th efrq u en cy o fth ev o tin g w ith resp ecto th eco m p en satio n o fo u rN am ed E x ecu tiv eO ficers(P ro p o sal4 ).
In th eird iscreto n ,each o fth eP ro x iesaru th o rized to v o teu p o n su ch o th erb u sin esam ay p ro p erly co m eb efo reth em etin g .
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