Ze HESKA\.

Srnarter;, 7oge/fer’”™

April 3, 2014

Dear Heska Stockholder:

| am pleased to invite you to attend the Annual titeeof Stockholders of Heska Corporation to bedhaei
Tuesday, May 6, 2014 at 9:00 a.m., local time uatpsincipal executive offices located at 3760 Robountain
Avenue, Loveland, Colorado 80538.

Details regarding the meeting and the businesg wobhducted are more fully described in the accoryipg
Notice of 2014 Annual Meeting and Proxy Statemelttis notice and all proxy materials in connectiath this
Annual Meeting are also available on http://wwwHkeesom/proxyvote.

Your vote is important. Whether or not you plarattend the 2014 Annual Meeting, | hope you willevas
soon as possible. You may vote by proxy or in ek the annual meeting. Please review the icténs in the proxy
statement and on the proxy card regarding youngatptions.

Thank you for your ongoing support of and continurgdrest in Heska.

Sincerely,

bt [ e

Robert B. Grieve
Executive Chair,
Heska Corporation

Loveland, Colorado

YOUR VOTE IS IMPORTANT

In order to ensure your representation at the mgdftiyou will not attend, please follow the copesding
instructions on any enclosed proxy to indicate ymting preferences.




TIME

PLACE

ITEMS OF BUSINESS

RECORD DATE

ANNUAL REPORT
AND FORM 10-K

VOTING BY PROXY

April 3, 2014

Ze HESKA\.

Srnarter;, 7oge/fer’”™

NOTICE OF 2014 ANNUAL MEETING OF STOCKHOLDERS

9:00 a.m., local time, on Tuesday, May 6, 2014

Heska Corporation
3760 Rocky Mountain Avenue
Loveland, Colorado 80538

To elect three Directors to a three-year term.

To amend and restate our 1997 Stock Incentive Blarcrease the authorized number of
shares available under the plan by 130,000 to e fs a performance-based stock
grant to our Chief Executive Officer and so thattsgrant and other grants under the
plan may be tax deductible in a wider variety ofemstances.

To approve an amended and restated ManagementilrcBtan Master Document so
that payments may be tax deductible in a wideretgaof circumstances.

To ratify the appointment of EKS&H LLLP as Heskar@aration's independent
registered public accountant.

To offer approval of our executive compensatioa imon-binding advisory vote.

To consider such other business as may properlg dmfore the 2014 Annual Meeting,
including if possible an advisory vote with respectliscretionary voting by
proxyholders if, and only if, such other businessperly comes before the 2014 Annual
Meeting.

You can vote if you were a stockholder of recdrthe close of business on
March 10, 2014.

Our corporate 2013 Annual Report and annual repoform 10-K for the
year ended December 31, 2013, which are nottaptre proxy soliciting
material, are enclosed.

If you will not attend the meeting, please subaniroxy as soon as possible so that your
shares can be voted at the 2014 Annual Meetingdardance with your preferences. For
specific instructions on voting, please refer te itistructions on any enclosed proxy card.

By Order of the Board of Directors

e Vgt

Jason A. Napolitano
Executive Vice President, Chief Financial Officer
and Secretary, Heska Corporation

This proxy statement and accompanying proxy caedoaing distributed on or about April 7, 2014.

IMPORTANT NOTICE REGARDING THE AVAILABILITY OF PROX Y MATERIALS FOR THE STOCKHOLDER

MEETING TO BE HELD ON MAY 6, 2014

The Proxy Statement, the Proxy Card and our annuateport on Form 10-K for the year
ended December 31, 2013 are available at http://wwheska.com/proxyvote.
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QUESTIONS AND ANSWERS ABOUT THE PROXY MATERIALS
AND THE 2014 ANNUAL MEETING

Why am | receiving these materials?

The Board of Directors (the "Board") of Heska
Corporation, a Delaware corporation ("Heska"
or the "Company"), is providing these proxy
materials for you in connection with Heska's
Annual Meeting of Stockholders (the "Annual
Meeting"). The 2014 Annual Meeting will
take place on Tuesday, May 6, 2014. As a
stockholder, you are invited to attend the 2014
Annual Meeting and are entitled to and
requested to vote on the items of business
described in this proxy statement.

. What information is contained in these

materials?

The information included in this proxy
statement relates to the proposals to be voted
on at the 2014 Annual Meeting, the voting
process, the compensation of our Directors
and most highly paid Executive Officers, and
certain other required information. Our
corporate 2013 Annual Report, and annual
report on Form 10-K for the year ended
December 31, 2013 as filed with the Securities
and Exchange Commission (the "SEC"), are
also enclosed.

What items of business will be voted on at the
2014 Annual Meeting?

The items of business scheduled to be voted
on at the 2014 Annual Meeting are:

(1) The election of three nominees to serve on
our Board of Directors for a three-year
term;

(2) To amend and restate our 1997 Stock
Incentive Plan to increase the authorized
number of shares available under the plan
by 130,000, which shares are to be used
for a performance-based stock grant to our
Chief Executive Officer, and so that such
grant and other grants under the plan may
be tax deductible in a wider variety of
circumstances;

(3) To approve an amended and restated
Management Incentive Plan Master
Document so that payments may be tax
deductible in a wider variety of
circumstances;

O

(4) To ratify the appointment of our
independent registered public accountant
for fiscal 2014;

(5) To offer approval of our executive
compensation in a non-binding advisory
vote;

We will also consider other business that
properly comes before the 2014 Annual
Meeting, including if possible conducting an
advisory vote with respect to discretionary
voting by proxyholders, if, and only if, such
other business properly comes before the 2014
Annual Meeting.

. How does the Board recommend | vote on

the proposals?

. The Board recommends a vote FOR the

election of each of the Director nominees,
FOR the amendment and restatement of our
1997 Stock Incentive Plan, FOR the approval
of an amended and restated Management
Incentive Plan Master Document; FOR the
ratification of EKS&H LLLP as the

Company's independent registered public
accountant, FOR the offering of approval of
the Company's executive compensation
policies, and FOR your preference being that
the proxyholders exercise their voting
discretion in a manner they determine to be in
the best interest of the Company's
stockholders, if other business properly comes
before the 2014 Annual Meeting and you are
voting by proxy.

. Who is entitled to vote?
. Stockholders as of the close of business on

March 10, 2014 (the "Record Date") are
entitled to vote at the 2014 Annual Meeting.
As of the Record Date, 5,870,996 shares of
our common stock were issued and
outstanding. Each stockholder is entitled to
one vote for each share of common stock held
on the Record Date. A list of stockholders
entitled to vote at the 2014 Annual Meeting
will be available at the 2014 Annual Meeting
and for ten days prior to the meeting during
normal business hours at our offices at 3760
Rocky Mountain Avenue, Loveland, Colorado
80538, by contacting our Secretary.



Q: Will you be able to confirm | am a

stockholder entitled to vote if | attend the
2014 Annual Meeting in person?

Probably not as we expect to be able to
confirm you as such only under certain limited
circumstances. A list of stockholders is
maintained and provided to us by
Computershare Trust Company, Inc.
("Computershare™), our registrar and transfer
agent. This list forms the basis for tracking
votes from given shares. We, through
Computershare, should be able to confirm you
are a stockholder entitled to vote if you hold
shares registered in your name with
Computershare ("Registered" shares).
However, a large portion of our shares are
held by Cede & Co., a nominee of Depository
Trust Company ("DTC shares") — as we
believe is typical for publicly traded
companies. We believe DTC shares are more
conveniently publicly traded than other
Registered shares and thus represent most of
our daily trading volume. If a broker buys a
position in DTC shares from anothmoker,

we believe the identity of the parties is
typically not reported to Computershare or us.
We believe Depository Trust Company
maintains records of the DTC shares allocated
to different entities, such as brokers and banks,
and in the case of a broker buying a position in
DTC shares from another broker will record
an increase in the number of DTC shares
allocated to the first broker equal to the
number of shares involved as well as a
corresponding decrease in the number of
shares allocated to the second broker. DTC
shares allocated to a given broker in this way
may represent many client accounts for which
the broker or the broker's agent maintains
internal records, which we do not believe are
generally shared with Depository Trust
Company or Computershare.

If your shares are held through a broker, bank
or other nominee and are not registered in
your name with Computershare, such shares
are herein referred to as being held in "Street
Name", and you probably received these
materials through such broker, bank or other
nominee. Computershare will generally not be
able to identify the holders of shares held in
Street Name as stockholders entitled to vote
without further arrangements by the
corresponding broker, bank or other nominee.

-2-
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How can | tell if my shares are held in Street
Name?

If these proxy materials were mailed to you by
an entity other than Computershare, your
shares are probably held in Street Name. We
believe over 90% of our shares are held in
Street Name.

How do | vote?

There are two ways you can vote Registered
shares:

(1) Vote by proxy for which you may (a)
sign, date and indicate your voting
preferences by following the
corresponding instructions on each
proxy card you receive and return
each such proxy card in the postage
prepaid envelope; (b) indicate your
voting preferences via the telephone
by following the corresponding
instructions, or (c) indicate your
voting preferences via the internet by
following the corresponding
instructions; and

(2) Vote in-person at the 2014 Annual
Meeting.

If you have shares held in Street Name, you
should vote the shares via any procedure(s)
adopted by your broker, bank or other
nominee. These may include proxy voting
communicated by mail, telephone or the
internet. If you wish to vote these shares at
the 2014 Annual Meeting, you must contact
your broker, bank or other nominee to obtain
the proper documentation and bring it with
you to the 2014 Annual Meeting.

How can | change my vote or revoke my
proxy?

For Registered shares, you have the right to
revoke your proxy and change your vote at
any time before the meeting by notifying our
Secretary, or returning a later-dated proxy
card, updating your vote via the telephone by
following the corresponding instructions or
updating your vote via the internet by
following the corresponding instructions. You
may also revoke your proxy and change your
vote by voting in person at the meeting.

For shares held in Street Name, you should
follow any corresponding procedure(s)
adopted by your broker, bank or other



Q

Q

nominee. These may include procedures as
simple as a later vote via telephone or the
internet to change your vote.

: Who can help answer my questions?

If you have any questions about the 2014
Annual Meeting or how to vote or revoke your
proxy, you should contact:

Heska Corporation
Attn: Secretary
3760 Rocky Mountain Avenue
Loveland, Colorado 80538
(970) 493-7272

If you need additional copies of this proxy
statement or voting materials, please contact
our Secretary as described above.

What does it mean if | get more than one
proxy card?

It probably means that you hold shares in
more than one account. Sign and return all
proxies to ensure that all of your shares are
voted.

: Who will serve as inspector of elections?

The inspector of elections is to be a
representative of Computershare.

How do you expect votes will be counted for
guorum and other purposes?

We intend to count shares underlying proxies
containing a "for", "withhold", "against”, or
"abstain" vote, as well as any signed and
returned proxies without any voting
instructions as "present" for purposes of
determining a quorum.

We intend to consider an abstention or a non-
vote on a given matter to be a forfeiture of the
right to vote on that matter and a forfeiture of
the voting power present at the 2014 Annual
Meeting underlying the forfeited votes
regarding that matter. Accordingly, if you
abstain or do not vote on a given matter, your
shares will not be voted "for" or "against” that
matter and will not be considered as present
and entitled to vote on that matter. An
abstention or a non-vote on any matter will not
affect your ability to vote on any other matter.

The underlying broker, bank or other nominee
of shares held in Street Name generally report
consolidated proxy vote totals to
Computershare and may not treat votes such

as non-votes in the same manner we intend to.

For example, if you do not vote on a given
matter the underlying broker may be permitted
by law, rule and policy to exercise voting
discretion on this matter and may vote the
corresponding shares accordingly. Similarly,

if you do not vote on a given matter the
underlying broker may be permitted by law,
rule and policy not to vote the underlying
shares on this or any other matter and may not
vote the corresponding shares at all.

If you hold shares in Street Name through a
broker, bank or other nominee, your broker,
bank or nominee may not be permitted by law,
rule or policy to exercise voting discretion

with respect to certain matters to be acted
upon. If you do not give your broker, bank or
nominee specific instructions, your underlying
shares may not be voted on those matters and,
if so, will not be considered as present and
entitled to vote with respect to those matters.
In some cases, your broker, bank or other
nominee may not be permitted by law, rule or
policy to exercise voting discretion with
respect to any matters to be acted upon and, in
the absence of specific instructions from you,
may not vote or submit a proxy card to anyone
at all regarding these matters. In such a
circumstance, your underlying shares will not
be considered present at the Annual Meeting
in person or by proxy and will not be voted on
any matters to be acted upon therein.

: What are the quorum and voting

requirements for the 2014 Annual Meeting?

: The quorum requirement for holding the 2014

Annual Meeting and transacting business is
that holders of a majority of the outstanding
shares of our common stock entitled to vote
must be present in person or represented by
proxy at the meeting. Based on shares
outstanding as of the Record Date, this
requires 2,935,499 shares.

Election of Directors is to be determined by a
plurality of the votes of the shares having
voting power present in person or by proxy,
and entitled to vote, on the subject matter (a
"Plurality Vote").

The amendment and restatement of our 1997
Stock Incentive Plan is to be approved by both
(1) the vote of the majority of the shares
having voting power present in person or by
proxy, and entitled to vote, on the subject
matter and (2) a minimum affirmative vote of
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a majority of our quorum requirement (with a
vote meeting both criteria (1) and criteria (2)
defined as a "Quorum Majority"). Based on
shares outstanding as of the Record Date, the
affirmative vote of a minimum of 1,467,750
shares will be required to achieve a Quorum
Majority.

The approval of an amended and restated
Management Incentive Plan Master Document
is to be approved by a Quorum Majority.

The ratification of our independent registered
public accountant for 2014 is to be approved
by the vote of a majority of the shares having
voting power present in person or by proxy,
and entitled to vote, on the subject matter (a
"Voting Majority").

An offer of approval of our executive
compensation in a non-binding advisory vote
is to be obtained by a Voting Majority.

Any other business which may properly come
before the 2014 Annual Meeting is to be
determined by a Voting Majority, provided
that enough votes to constitute a majority of a
guorum shall be cast in favor of the business
to be determined, unless the matter is one
upon which by express provision of law, of
our Restated Certificate of Incorporation, as
amended (the "Certificate of Incorporation™),
or of our Amended and Restated Bylaws, as
amended (the "Bylaws"), a different vote is
required, in which case such express provision
shall govern and control the decision of such
matter.

: Who can attend the 2014 Annual Meeting?

All stockholders as of the Record Date can
attend. If you wish to vote your shares at the
2014 Annual Meeting and your shares are held
in Street Name by a broker, bank or other
nominee, you must contact your broker, bank
or other nominee to obtain the proper
documentation and bring it with you to the
2014 Annual Meeting.

What happens if additional matters are
presented at the 2014 Annual Meeting?

Other than the five specific items of business
described in this proxy statement, we are not
aware of any other business to be acted upon
at the 2014 Annual Meeting. If other business
properly comes before the 2014 Annual
Meeting, we will attempt to conduct an
advisory vote of stockholders who have

granted the persons named below as
proxyholders a proxy regarding the preference
of these stockholders' regarding the manner in
which the below persons named as
proxyholders exercise their voting discretion
or otherwise communicate any related
information in this regard to such
proxyholders, and then proceed to
consideration of the other business which has
properly come before the 2014 Annual
Meeting. If you grant a proxy, the persons
named as proxyholders - Robert B. Grieve,
Ph.D., our Executive Chair, Jason A.
Napolitano, our Executive Vice President,
Chief Financial Officer and Secretary, and
Nancy Wisnewski, Ph.D., our Executive Vice
President, Product Development and Customer
Support - will have the discretion to vote your
shares on any additional matters presented for
a vote at the meeting. It is important to note
that while the proxyholders may consider any
advisory vote or related information in such a
circumstance, the proxyholders retain full
discretion to vote as they may determine
regardless of outcome of any advisory vote or
related information.

: What happens if one or more of the

nominees for Director is unable to stand for
election?

If for any unforeseen reason any of our
nominees is not available as a candidate for
Director, the persons named as proxyholders -
Dr. Grieve, Mr. Napolitano and

Dr. Wisnewski - expect to vote your proxy for
such other candidate or candidates who may
be nominated by the Board, although the
proxyholders retain full discretion to vote as
they may determine.

: Where can | find the voting results of the

meeting?

: We intend to announce preliminary voting

results at the 2014 Annual Meeting, and
publish final voting results in an 8-K filing

with the SEC within 4 business days of the
2014 Annual Meeting. If final voting results
are not available within 4 business days of the
2014 Annual Meeting, we intend to publish
preliminary voting results in an 8-K filing with
the SEC on the fourth business day following
the 2014 Annual Meeting and then publish
final voting results in an 8-K filing with the
SEC within 4 business days of the final voting
results becoming known.



Q: May | propose actions for consideration at
next year's Annual Meeting or nominate
individuals to serve as Directors?

A: Yes. You may submit proposals, including
Director nominations, for consideration at
future stockholder meetings. All proposals or
nominations should be addressed to:
Secretary, Heska Corporation, 3760 Rocky
Mountain Avenue, Loveland, Colorado 80538.

Stockholder ProposalsFor a stockholder
proposal to be considered for inclusion in our
proxy statement for the annual meeting next
year, the written proposal must be received by
our Secretary at our principal executive offices
under either (1) Rule 14a-8 under the
Securities Exchange Act of 1934, as amended
(a "Rule 14 Proposal”) or (2) the Bylaws of
Heska (a "Bylaws Proposal"). A Rule 14
Proposal must be received by our Secretary at
our principal executive offices no later than
December 8, 2014. If the date of next year's
annual meeting is moved more than 30 days
before or after the anniversary date of this
year's annual meeting, the deadline for
inclusion of proposals in our proxy statement
is instead a reasonable period of time before
we begin to print and mail our proxy
materials. Such proposals also will need to
comply with Rule 14a-8 under the Securities
Exchange Act of 1934, as amended (the
"Exchange Act"), regarding the inclusion of
stockholder proposals in company-sponsored
proxy materials. For a Bylaws Proposal, the
stockholder must deliver a written notice of
intent to propose such action in accordance
with our Bylaws, which in general require that
the notice be received by us not less than 60
days nor more than 90 days prior to the first
anniversary of the date on which notice of the
prior year's annual meeting was mailed to
stockholders. These proxy materials for the
2014 Annual Meeting are to be mailed on or
about April 7, 2014. This means that for the
2015 Annual Meeting, that any such proposal
must be received no earlier than January 7,
2015 and no later than February 6, 2015.

Director Nominees: You may propose
Director candidates for consideration by the
Board's Corporate Governance Committee.
Any such recommendations should be directed
to our Secretary at our principal executive
offices. In addition, you may nominate a
Director for consideration by Heska's

Q:

A:

stockholders if you give timely and adequate
notice to our Secretary of your intention to
make such nomination in accordance with our
Bylaws, which require that the notice be
received by the Secretary within the time
periods described above under "Stockholder
Proposals" and with the detail regarding your
nomination as is required by our Bylaws.

Copy of Bylaw Provisions:You may
contact our Secretary at our principal
executive offices for a copy of the relevant
Bylaw provisions regarding the requirements
for making stockholder proposals and
nominating Director candidates. A copy of
our Bylaws has also been filed with the SEC
with our Annual Report on Form 10-K for the
year ended December 31, 2013. This
document is accessible at the website of the
SEC at www.sec.gov.

Who bears the costs of soliciting votes for the
2014 Annual Meeting?

Heska is making this solicitation and will pay
the entire cost of preparing, printing,
assembling and mailing these proxy materials.
In addition to the mailing of these proxy
materials, certain of our Directors and
employees may solicit proxies on our behalf in
person, by telephone, electronic transmission
or facsimile. No additional compensation will
be paid to these people for such solicitation.
We have engaged Morrow & Co., LLC, 470
West Ave., Stamford, CT 06902 ("Morrow")

to solicit proxies on our behalf for a fee of

$10 thousand, which may increase based on
Morrow's solicitation activities with non-
objecting beneficial owners of our stock, plus
reimbursement of certain disbursements. We
believe our engagement with Morrow is
consistent with customary terms and
conditions for soliciting proxies. Charges
under the engagement may increase if we
direct Morrow to engage in activities not
currently contemplated. We may enlist the
assistance of brokerage firms, fiduciaries,
custodians and other third party solicitation
firms in soliciting proxies. If we elect to
engage any such assistance, we expect our
arrangements with the solicitation firm(s) will
be on customary terms and conditions, the cost
of which is not anticipated to be material to us.
Upon request, we will also reimburse
brokerage houses and other custodians,
nominees and fiduciaries for their reasonable



out-of-pocket expenses for forwarding proxy
and solicitation materials to stockholders.



BOARD STRUCTURE AND COMMITTEES

Our Board is divided into three classes servinggaeed three-year terms. Our Board has three
standing Committees, each of which is chaired bindaependent Director: (1) Audit (the "Audit
Committee"), (2) Compensation (the "Compensatiom@dtee™) and (3) Corporate Governance (the
"Corporate Governance Committee"). The memberdhing 2013 and the function of each Committee are
described below. Our Board held eight meetingindu2013. Our Board currently has six (6) Direstor
arranging into three classes with overlapping tyesr terms of service: Robert B. Grieve, Ph.Dedtitive
Chair (Class Il1), William A. Aylesworth, Lead Diceor (Class IIl), G. Irwin Gordon (Class ), Sharon
Riley (Class Il), David E. Sveen (Class Il) and @a&. Wrenn (Class I). We encourage our Directors
attend each Annual Meeting and all of our DirectorApril 2013 attended our last annual meeting of
stockholders. Ms. Wrenn accepted appointment t@oard on January 1, 2013. Dr. Sveen accepted
appointment to our Board on November 22, 2013.n JolSasen, Sr. served as Director from Octobe8 199
until his death on February 26, 2013. Louise LQdamick served as Director from January 2008 until
March 15, 2013, the effective date of her retirenfiemm our Board following her relocation to theitém
Kingdom. Peter Eio served as Director from Octd#2 to our 2013 Annual Meeting on April 30, 2013.
All Board members have attended at least 75% dB@dird and applicable Committee meetings. Our @oar
has voted to expand to seven (7) members, begimtiogr 2014 Annual Meeting, and has nominatecdethre
Directors for election as Class Il Directors at 8064 Annual Meeting: Robert B. Grieve, Ph.D., Daki
Sveen, Ph.D. and Kevin S. Wilson. Sharon L. Riglyp was originally elected at the Company's 2012
Annual Meeting to be a Class Il director with herm to expire at the 2015 Annual Meeting, is to be
appointed by the Board to be a Class Il direabdiltthe Class Il director vacancy occurringdf. Grieve is
elected as a Class Il director. Our Board has@gsmnated Ms. Riley to be our Lead Director beigig at
our 2014 Annual Meeting.

Board Leadership Structure

We currently have separated the role of Chair eBbard and Chief Executive Officer with
Dr. Grieve serving as Executive Chair of our Boaind Kevin S. Wilson serving as our Chief Executive
Officer. In considering the separation of the Claaid Chief Executive Officer roles, the Board ¢dared
corporate governance, potential conflict of inteee®l time management questions. See "Transifi@hief
Executive Officer Role" below for more detail. RrdMay 2000 to March 31, 2014, Dr. Grieve served as
both the Chair of our Board and our Chief Execu®féicer and we believe the Company benefited ftben
efficiencies inherent in combining these roles nigithat time period. In 2010, we amended our bylaw
allow our Board to formally choose a Lead Direct®he Lead Director is expected to chair sessions
involving only the independent Directors, amongeotiesponsibilities as the Board may provide.
Mr. Aylesworth has served as our Lead Directoresimgr 2010 Annual Meeting on May 4, 2010. Ms. Rile
is to serve as our Lead Director beginning with2@t4 Annual Meeting. We believe our Lead Director
function serves to simplify communications betwagmagement and the independent Directors, enhamce o
Board's operations, in particular in situations kehieis appropriate for the independent Directoract
without management involvement, and increase thailgitity of the Company's independent Director
oversight function.

Board Risk Oversight

Our business, including risk oversight, is conddat&h the advice, counsel and direction of our
Board. The formal channel for risk-related infotioa to be communicated to our Board is through our
Chief Executive Officer. Our Chief Executive Oficperiodically conveys the Company's risks, initigd
credit risks, liquidity risks and operational rigksthe Board at Board meetings and through ottreng of
communication, such as email, as appropriate. Board may also discuss the Company's risks witaroth
members of management as directed by our ChiefuixecOfficer or as part of another Board functidfor
example, our Chief Financial Officer has discussedlit risk with Directors during Audit Committee
meetings primarily focused on accounting deternomat

-7-



Board Independence

Our Board has determined that each of the Direstiarsding for re-election has no material
relationship with the Company (either directly sraapartner, stockholder or officer of an orgamirathat
has a relationship with the Company) and meetsdty@irements of "independence” as set forth irrukes
and regulations promulgated by the SEC and the &tpStbck Market listing standards (the "Nasdaqgrgst
Standards"). Furthermore, the Board has deternthradwith the exception of Dr. Grieve, Heska's
Executive Chair, all current members of the Boaggtithe requirements of "independence" as set iiottie
rules and regulations promulgated by the SEC amd\t#sdaq Listing Standards.

Audit Committee
Our Audit Committee has the following responsikakt

* appoint and replace our independent auditors;

* compensate and oversee the work of our indepedeiitors;

» oversee and monitor the integrity of our annual quakterly financial statements;

* review and discuss with management and our indegeradiditors significant financial reporting
issues and critical accounting policies and prastic

» oversee and monitor the qualifications, indepenedemz performance of our independent
auditors;

» oversee and monitor our internal accounting arahi@nal controls; and

» provide the results of examinations and recommératerived therefrom to the Board.

During 2013, our Audit Committee met seven timéar Audit Committee consisted of Mr. Eio, as
Chair, Mr. Aylesworth, Ms. McCormick and Ms. Rilépm July 1, 2011 through February 20, 2013,
Mr. Eio, as Chair, Mr. Aylesworth, Ms. McCormick,aVIRiley and Ms. Wrenn after February 20, 2013
through Ms. McCormick's retirement from the Board\March 15, 2013, Mr. Eio, as Chair, Mr. Aylesworth
Ms. Riley and Ms. Wrenn from then to our 2013 Ardrndaeting on April 30, 2013, and Mr. Aylesworth, as
Chair, Ms. Riley and Ms. Wrenn thereafter.

Our Board has determined that each of the curremimers of our Audit Committee meets the
requirements of "independence” as set forth ini@edt0A(m)(3) of the Securities Exchange Act of 49the
rules and regulations promulgated by the SEC amd\#sdaq Listing Standards. Our Board has also
determined that William A. Aylesworth is an audinemittee financial expert within the meaning of thkes
and regulations promulgated by the SEC and hedwmsiating and related financial management exggertis
within the meaning of the Nasdagq Listing Standards.

Our Audit Committee has a written charter, whichvailable on our website at www.heska.com
(under Investors — Corporate Governance)e Company's website address provided above isteotded to
function as a hyperlink, and the information on @@mpany's website is not and should not be coreide
part of this proxy statement and is not incorpodaly reference herein.

Compensation Committee
Our Compensation Committee has the following resjtilities:

» discharge the Board's responsibilities relatingadmpensation of our Executive Officers,
including our Chief Executive Officer;

» oversee all compensation programs involving theofigeir stock; and

» produce an annual report on executive compensgtranclusion in our proxy statement for our
annual meeting of stockholders.



During 2013, our Compensation Committee met shemOur Compensation Committee consisted
of Mr. Gordon, as Chair, Mr. Eio and Mr. Sasen froan 2010 Annual Meeting until Mr. Sasen's death on
February 26, 2013, Mr. Gordon, as Chair, Mr. Eid arvacancy from then to our 2013 Annual Meeting on
April 30, 2013, Mr. Gordon, as Chair, Ms. Wrenn angacancy beginning at our 2013 Annual Meeting unt
our February 20, 2014 Board meeting and Mr. GordsrChair, Dr. Sveen and Ms. Wrenn thereafter.

Our Board has determined that each of the curremtimers of our Compensation Committee meets
the requirements of "independence" as set forthdrrules and regulations promulgated by the SECt e
Nasdaq Listing Standards.

Our Compensation Committee has a written chartBiciwis available on our website at
www.heska.com (under Investors — Corporate GoveslaiThe Company's website address provided above
is not intended to function as a hyperlink, anditffermation on the Company's website is not aralikhnot
be considered part of this proxy statement andisncorporated by reference herein.

Corporate Governance Committee
Our Corporate Governance Committee has the follguw@sponsibilities:

» assist our Board by identifying qualified candidatter Director, and select the Director nominees
for each annual meeting of stockholders;

* lead our Board in its annual review of our Boapasformance;

* recommend Director nominees to our Board for eaméwr & Committee;

» develop and recommend to our Board the corporatergance guidelines applicable to the
Company; and

* review and advise the Board on Director compensatiatters.

During 2013, our Corporate Governance Committeefmattimes. Our Corporate Governance
Committee consisted of Ms. McCormick, as Chair, @Gordon and Mr. Sasen from our 2010 Annual
Meeting to January 1, 2013, Ms. McCormick, as Ghdi Gordon, Ms. Riley and Mr. Sasen from thenilunt
Mr. Sasen's death on February 26, 2013, Ms. McQibnais Chair, Mr. Gordon and Ms. Riley from then
through Ms. McCormick'’s retirement from the Board\March 15, 2013, Ms. Riley, as Chair, Mr. Gordon
and a vacancy from then until our February 20, 2B64drd meeting and Ms. Riley, as Chair, Mr. Gordad
Dr. Sveen thereafter.

Our Board has determined that each of the currentimers of our Corporate Governa@mmmittee
meets the requirements of "independence" as gétifothe rules and regulations promulgated bySE€
and the Nasdagq Listing Standards.

Our Corporate Governance Committee has a writtarteh which is available on our website at
www.heska.com. In addition, our Corporate GoveceaBiommittee prepared, and our full Board has
approved, Corporate Governance Guidelines outlitiiegqualifications, responsibilities and otheues
related to our Board's governance role and funstidrhe document is also available on our website a
www.heska.com (under Investors — Corporate GoveslaThe references to the Company's website
address provided above is not intended to funam®a hyperlink, and the information on the Company’
website is not and should not be considered patttiefproxy statement and is not incorporated Hgnence
herein.

Director Qualification and Nomination

Service on our Board varies from a few months ter @0 years. All of our Directors have gained
Company and industry specific knowledge as a rediie experience, qualifications, attributes oliskhat
gualify our Directors to serve on our Board aredssed on a Director-by-Director basis in the "fdecof
Directors" section of this document as well asis tBoard Structure and Committees” section. Nafngur
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Directors is serving as a result of one specifialifjaation. It is the breadth of their individuekperiences
and the manner in which they complement each athergroup that make them individually and coestyi
attractive Directors.

Our Corporate Governance Committee does not haestablished policy for minimum
gualifications of Director nominees or appointeegwever, pursuant to our Corporate Governance
Committee Charter, we believe that it is in thet iterests of the Corporation and its stockholdersbtain
highly qualified candidates for the Board. Our @mate Governance Committee seeks candidates with
excellent decision-making ability, business experé relevant experience, personal integrity apdtegion
as candidates for nomination and appointment.

Our Corporate Governance Committee does not haestablished policy for diversity of Director
nominees or appointees. However, we believe diydassinherent in our approach of seeking highldya
individuals with complementary skills to createraugp dynamic and decision making process thates ev
stronger than would be obtained by the mere suromafiits individual contributors in isolation.

Our Corporate Governance Committee does not héwerelized process for identifying and
evaluating nominees or appointees for Directorr Qurporate Governance Committee determines desired
Board member skills and attributes and conductiea for prospective Director candidates whosésski
and attributes reflect those desired. This analysy start with a Board evaluation, including deteation
of areas of strength and areas for improvementticBkar skills and experience may be desired @aarof
improvement. Our Corporate Governance Committeg aeéermine guidelines and parameters for a search
for an individual with the desired skills and expace. Our Corporate Governance Committee willlata
candidates identified by its own initiative as wadl candidates referred to it by other memberseoBbard,
by the Company's management, or by external sau@as Corporate Governance Committee has util&zed
third-party executive search firm in the past tentify candidates as well as other sources. Oup@@ate
Governance Committee has adopted a policy statinilinot consider unsolicited applications for &d
membership.

Our Corporate Governance Committee will also carsitbminees recommended by stockholders
provided such recommendations are made in accoedaitic our bylaws and the procedures describedign t
proxy statement under "Questions and Answers AttuProxy Materials and the 2014 Annual Meeting."
Although to date no stockholder has presented anglidate for Board membership to us, it is expettitat
recommendations from stockholders would generalgdnsidered in the same manner as recommendations
by a Director or an Officer of the Company.

Stockholder Communication with our Board
Stockholders can contact our Board, any Committeeebf, or any Director in particular, by writing
to them, c/o Heska Corporation, 3760 Rocky Mounfaianue, Loveland, Colorado 80538, Attn: Secretary.

We will forward any correspondence sent in thedoimeg manner to the appropriate addressee without
review by management.
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DIRECTOR COMPENSATION

The form and amount of compensation paid to thearmployee Directors is reviewed from time to
time by our Corporate Governance Committee. Amisiens to our Director Compensation policy have
been recommended by our Corporate Governance Cosenaihd approved by our Board. In 2012, our
Corporate Governance Committee worked with the saongpensation consultant and the same set of
comparable companies our Compensation Committabtosevaluate executive compensation to evaluate
Director compensation. The Corporate Governangarflittee decided to recommend an enhanced policy
for Director compensation designed to deliver apensation package in the middle of the range. In
November 2012, following the recommendation of Garporate Governance Committee, our Board voted to
amend our Director Compensation policy effectiveuday 1, 2013.

In 2013, our sole employee Director did not receing separate compensation for his Board
activities.

2013 Non-Employee Director Compensation

On each date of our Annual Meeting, each non-eng@dyirector elected and each other continuing
non-employee Director who was a Director immediapelor to the Annual Meeting is to automatically
receive options to purchase shares of our comnuamk stalued at $50,000 (the "Director Value"), sabje a
maximum grant of options to purchase 5,000 (thetitdpCap™) shares of our common stock. These grant
are to be immediately exercisable and to vestllrofuthe earlier of (i) the one year anniversdiyhe date of
grant and (ii) the date immediately preceding tae ef the Annual Meeting for the year following tyear
of grant for the award. Any new non-employee Dive@ppointed or elected to our Board between Ahnua
Meetings is to be automatically granted immediaédgrcisable options to purchase shares of our @mm
stock with Director Value and Option Cap adjustedl iata for the time until the next Annual Meetid
which vest at the same time as options issuedrecioirs at the last Annual Meeting. The valueofations
granted pursuant to this paragraph is to be detedrpursuant to our option valuation policy attihee of
issuance.

Each non-employee Director is also entitled toramual cash retainer in the amount of $40,000. The
Company pays the annual retainer in advance, intepbainstallments on the first business day aftea
calendar quarter, subject to the non-employee Birsccontinued service to the Company as a noriemee
Director on such date.

Other cash compensation, payable in advance, ineglyainstallments on the first business day of
each calendar quarter, subject to the non-emplbBy@etor's continued service in such role on suate ¢ as
follows (Directors are not to be paid a Chair aretmher-based fee for serving on the same Committee):

Lead Director $10,000
Audit Chair $20,000
Compensation Chair $12,000
Corporate Governance Chair $ 7,500
Audit Member $10,000
Compensation Member $ 6,000
Corporate Governance Member $ 3,000

Non—employee Directors will also continue to bentaiirsed for customary and usual travel and other
expenses.
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The following tables provide information for fisc2013 compensation for non-employee Directors

who served during fiscal 2013.

Director Compensation (1)

Change in
Fees Pension
Earned Value and
Or Non-Equity Nonqualified
Paid in Stock Option Incentive Plan Deferred All Other
Cash Awards Awards Compensation | Compensation | Compensation Total
Name %) (%) (%) (2) (3) (%) Earnings % (%)
William A. Aylesworth ...... 65,000 — 18,32p . 83,329
Peter Ei0.................... 33,000 — ,908 — — — 40,903]
G. Irwin Gordon 55,000 + 18,329 — — — 73,329
Louise L. McCormick .......| 14,375 —+ 7,903 T+ 22,278
Sharon L. Riley ................ . 56,315 + 24,508 — — — 80,883
John F. Sasen, Sr. ...........] 12,250 — 7,003 — — — 20,153
David E. Sveen, Ph.D.......|. -+ -+ 1,245 — — — 45,2
Carol A. Wrenn................ . 50,500 + 15,159 — — — 65,659
2013 Equity Grants to Directors
Number of Grant Date
Securities Exercise Fair Value of
Underlying Price Option Award
Name Grant Date Options $) % (3
William A. AYIESWOItH ... a/33 5,000 8.34 15,232
PELEI B0 .. ittt e — — — —
G. IPWIN GOFOON ...t eee et e e eieneee s . 4/30/13 5,000 8.34 15,23p
Louise L. McCormick . +— — —
Sharon L. RIlBY oot 4/30/13 5,000 8.34 15,23p
JONN F. SASEN, ST ittt — — — —
David E. Sveen, Ph.D. 1/22/13 2,224 7.3] 5,267
CArOl AL WIBNN ...ttt e e e siereae s . 1/1/13 1,630 8.10 4,734
Carol A WIBNN ...t . 4/30/13 5,000 8.34 15,23p

(1) Reimbursed travel expenses incurred in conoreetith Board and Board Committee meeting attenelame not included.

(2) Represents cost recognized in 2013 for findmefzorting purposes.

(3) Grant date fair value of option awards are Basevaluation techniques required by current agttog guidance which we use in preparing our
financial statements ("Option Accounting Rulest)ke any estimate prepared in good faith, the ulydey assumptions we use under Option
Accounting Rules may vary from our actual futureules. The option valuations used for accountimdfar financial reporting purposes do not
necessarily represent the value any individuapfent would place on an option award. In additiOption Accounting Rules prohibit some
valuation techniques which may be useful in certéticumstances. A more detailed description ofaptron valuation techniques and
assumptions can be found in our Annual Report amF®-K for the year ended December 31, 2013 inNmte 7 of the Notes to Consolidated

Financial Statements.
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PROPOSALS TO BE VOTED ON
PROPOSAL NO. 1
ELECTION OF DIRECTORS

Our Board is divided into three classes servinggaeed three-year terms. Our Certificate of
Incorporation requires us to ensure each class mearly equal in number as possible. Directargéeh
class are elected at the Annual Meeting of Stoddtslheld in the year in which the term for thédiss
expires.

The terms for two continuing Directors — SharorRiley and David E. Sveen, Ph.D. - will expire at
this 2014 Annual Meeting. In addition, our Boaaktvoted to expand our Board by one Class Il seat,
beginning at our 2014 Annual Meeting, so we intendlect three Directors to Class Il seats at @142
Annual Meeting. Directors elected at the 2014 AairMeeting are to hold office for a three-year term
expiring at our 2017 Annual Meeting (or until thesspective successors are elected and qualifiedtid
their earlier death, resignation or removal). 8hdr. Riley, who was originally elected at the C@mp's
2012 Annual Meeting to be a Class Il director Wittt term to expire at the 2015 Annual Meetingpibe
appointed by the Board to be a Class Il direabdiltthe Class Il director vacancy occurringdf. Grieve is
elected as a Class Il director.

Nominees for Three-Year Terms That Will Expire irD27 (Class Il)

Robert B. Grieve, Ph.D, age 62, one of our founders, currently servasxasutive Chair of the
Board of Directors. Dr. Grieve was our Chief Exaei Officer from January 1999 to March 31, 2014.
Dr. Grieve was named Vice Chairman effective Ma®B2 and Chairman of the Board effective May 2000.
Dr. Grieve also served as Chief Scientific Offifrem December 1994 to January 1999 and Vice Preside
Research and Development, from March 1992 to Deeei®94. He has been a member of our Board of
Directors since 1990. He holds a Ph.D. degree tr@nUniversity of Florida and M.S. and B.S. degrigem
the University of Wyoming.

David E. Sveen, Ph.D.age 57, has served us as a Director since Nowvexi8. He is the
President of Cedarstone Partners, Inc., an acempatid consulting practice for nonprofit organiaas,
which he founded in 1993. His professional backgrbincludes 13 years in senior management with
investment banking firm Griffin, Kubik, Stephensdahhompson, as well as an adjunct assistant
professorship of Christian Formation and Ministryéheaton College from 1995 until 2013. Dr. Sveen
holds a Ph.D. degree from Trinity Evangelical DityirSchool in 2004, an MBA from DePaul University i
1986, an MA from Wheaton Graduate School in 2004,@B.S. degree from Northern lllinois University
1978.

Kevin S. Wilson, age 42, has been our Chief Executive OfficerRmedident since March 31, 2014.
He previously served as our President and Chief&dipg Officer since February 2013Vr. Wilson is a
founder, member and officer of Cuattro, LLC. Si2€88, he has been involved in developing techrnesog
for radiographic imaging with Cuattro, LLC and inding as a founder of Cuattro Software, LLC, Cuattr
Medical, LLC and Cuattro Veterinary, LLC. Mr. Wiis served on the board of various private, non#prof
and educational organizations from 2005 to 201&.wds a founder of Sound Technologies, Inc., a
diagnostic imaging company, in 1996. After Soumdhnologies, Inc. was sold to VCA Antech, Inc. in
2004, Mr. Wilson served as Chief Strategy OffiaarWCA Antech, Inc. until 2006. Mr. Wilson atterdle
Saddleback College.

If any nominee is unable or declines to serve asdior at the time of the 2014 Annual Meeting, the
proxyholders intend to vote for such other can@idatcandidates who may be nominated by the Board.
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Vote Required; Recommendation of our Board of Diters

A Plurality Vote is required to elect each of thigieectors. If no such Plurality Vote is obtained
two or more Director positions, Ms. Riley and/or. Bween will continue to serve as Directors umhiglit
respective successors are elected and qualifiathtoitheir earlier death, resignation or remobased on
the status of their election and length of service.

Our Board of Directors unanimously recommends & ¥R the election of its nominees,
Dr. Grieve, Dr. Sveen and Mr. Wilson, as our Dioest

Sharon L. Riley is to be our Lead Director begignat our 2014 Annual Meeting. Ms. Riley was
originally elected at the Company's 2012 Annual fiteeto be a Class Il director with her term tqer at
the 2015 Annual Meeting and only moved to be a<leBirector to accommodate our Certificate of
Incorporation requirement that each Class be asl@gymumber as possible which became a conceirein
light of the passing and retirement of director@@13. Information regarding Ms. Riley's business
experience and education is provided below.

Director to be Appointed to a Term to Expire in 2B{Class lll) if Robert B. Grieve, Ph.D. is elected a
Class Il Director, creating a vacancy in such Term

Sharon L. Riley, age 53, has served us as a Director since Jaly. 20is. Riley served as Chief
Executive Officer UT Southwestern University Hoafstand Vice President for University Hospitals, UT
Southwestern Medical Center from 2004 to 2010.nF2600 to 2004 she was the COO at Anne Arundel
Health System in Annapolis, Maryland. She heldoter jobs (Associate Administrator, COO and Corfmora
Vice President) during her employment in the Nekaddealth System from 1995 to 2000. From 1990 to
1995 she was an Assistant Administrator in the énldealth System in Virginia. Prior to 1990 she waéh
Brackenridge Hospital in Austin, Texas and the GBadharitan Hospital and Health Center in DaytoripOh
Ms. Riley currently serves as an Advisor to DigiWW&Lorp, and as a member of the Innovation Coufficil o
Anthello Healthcare Solutions, Inc. She has adsves] on various boards and been involved withregve
community projects. Ms. Riley holds BBA (Busindssministration) and MA (Hospital and Health
Administration) degrees from the University of lawa
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Heska's Directors listed below whose terms areerpiring at the Annual Meeting will continue in
office for the remainder of their terms in accordamwith our bylaws. Information regarding the Imesis
experience and education of each of such Direstpravided below.

Directors Whose Terms Will Expire in 2016 (Class 1)

G. Irwin Gordon, age 63, has served us as a Director since May 2001Gordon is the CEO of
Landes Foods, a Dallas-based food manufacturesiign he has held since September 2012. Mr. Gord
is also the Managing Partner of Trion LLC, a cotisglfirm he founded in 2000. From July 2000 until
August 2001, Mr. Gordon served as President andf@xecutive Officer of Gruma Corporation, a food
manufacturer. He also served as President and Ope&rating Officer of Suiza Foods Corporationpad
manufacturer and distributor, from February 1998ttober 1999. Mr. Gordon joined Suiza in Augus®a
as its Executive Vice President and Chief Marke@ffijcer. Prior to joining Suiza, Mr. Gordon heldrious
positions with subsidiaries of PepsiCo, Inc. ("R€pY), including most recently as Senior Vice Pdesit
Global Branding for Frito-Lay, Inc., from May 1996 August 1997. From 1983 to 1992, Mr. Gordon edrv
as President and General Manager of several ift@nah Frito-Lay companies before becoming SenimeV
President Marketing, Sales and Technology for Hréy International from 1992 to 1996. Prior tonjmig
PepsiCo in 1992, Mr. Gordon served in various cigipaat the Kellogg Company. Mr. Gordon holds an
Education degree from the University of British @uobia and a Management Certificate from Stanford
University.

Carol A. Wrenn, age 53, has served us as a Director since Jan0aBy Zhe founded Sky River
Helicopters, LLC in 2010 and has served as Presafahat company since 2010. She served as an
Executive Vice President and the President of thinal Health Division at Alpharma Inc. from 2001 to
2009. Ms. Wrenn also held the position of Chairmoathe Animal Health Institute from 2007 to 200%da
was a member of the board of directors of the ha@onal Federation of Animal Health from 2002 GDQ.
Prior to joining Alpharma, Ms. Wrenn held variou®eutive positions at Honeywell International Inc.
(formerly, AlliedSignal Inc.) from 1984 to 2001.h&served as Business Director of Honeywell's
Refrigerants, Fluorine Products Division from 2@6@001 and was the Commercial Director and Margagin
Director of Honeywell's European Fluorochemicalrapiens from 1997 to 2000. Ms. Wrenn also held a
number of positions in sales, marketing, businesgldpment and finance during her tenure with
AlliedSignal. Ms. Wrenn serves as a Director oibRih Animal Health Corporation. She holds a Baohsl|
Degree from Union College and an MBA from Lehighikémsity.

Director Whose Term Will Expire in 2015 (Class llI)

William A. Aylesworth , age 71, has served us as a Director since JW@@e&@l our Lead Director
since May 2010. Mr. Aylesworth served as SeniaeVPresident from 1988 to 2003 and Chief Financial
Officer of Texas Instruments Incorporated ("Texastiuments") from 1984 to 2003. He served as Tireas
of Texas Instruments from 1982 to 2002. From 1@&7P982, he served in treasury services, and fré@7 1
to 1972, he held numerous assignments in conthufacturing and marketing for Texas Instruments.
Mr. Aylesworth retired from Texas Instruments irD30 He holds an M.S. in industrial administratfoom
Carnegie Mellon University and a B.E.E. in eleciliengineering from Cornell University.
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PROPOSAL NO. 2
AMENDMENT AND RESTATEMENT OF OUR 1997 STOCK INCENTI VE PLAN

Our Board, based upon the recommendation of ourp@éasation Committee, is recommending our
stockholders an amendment and restatement of &1r 3®ck Incentive Plan to increase the authorized
number of shares by 130,000, all of which wouldibed for a restricted stock grant (the "Wilson Giaio
Kevin S. Wilson, our Chief Executive Officer anceBident, with performance-based vesting and further
detail as described in Mr. Wilson's employment agrent with the Company, which is attached as Append
A, and to enable such grant and other grants uhédgslan to be tax deductible in a wider variety of
circumstances. The Wilson Grant, subject to theteand conditions of the related award agreensenaa
be seen on Appendix A, is to vest in ten (10) egealormance-based tranches of 13,000 shares daeh —
of which are to be based on the market price oQtpany's common stock reaching targeted threshold
based on a 90 day trailing average and five of vaie to be based on Adjusted EBITDA, as definetién
employment agreement on Appendix A, reaching aettaigeted thresholds.

Our stock closed at $10.54 on March 31, 2014 thieday of our most recently completed quarter.
The five market price-based performance threshaldsg with implicit return from March 31, 2014 slng
price and the last time our stock has closed higirer than this price (adjusted for our Decemifd021-for-
10 reverse stock split), follows:

Market-Vesting Threshold Increase from March 31, 2014 | Last Time Heska Stock Closed :Lt
Price Closing Price this Level or Higher
$12.60 19.5% May 2012
$16.38 55.4% March 2008
$21.24 101.2% November 2007
$26.55 151.9% July 2007
$31.95 200.3% January 2004

Adjusted EBITDA was $1.067 million for 2013. Thed Adjusted EBITDA vesting thresholds are
as follows: $2.460 million, $3.200 million, $4.18@llion, $5.180 million and $6.240 million.

The proposed Amended and Restated 1997 Stock lned?an is attached as Appendix B. The
amendment to our 1997 Stock Incentive Plan woutdeimse the number of shares available under the 199
Stock Incentive Plan by 130,000 for the Wilson Grdhthese shares are issued in the Wilson Gaadt
expire unvested, they will not again be availablegrant under the 1997 Stock Incentive Plan. diitgon,
the proposed amended and restated 1997 Stock ive&an includes provisions to help ensure that th
Wilson Grant, and potential future grants, mayaedeductible to the Company in a wider variety of
circumstances. Our most prominent tax deductbdadncern relates to achieving compensation fully
deductible by the Company for income tax purposeieuSection 162(m) of the Internal Revenue Code of
1986, as amended. Section 162(m) of the Interna¢éee Code of 1986, as amended, generally protides
no federal income tax business expense deductalioised for annual compensation in excess of $liami
paid by a publicly-traded corporation to its chegkcutive officer and three other most highly congaged
executive officers other than its chief financifflaer as determined in accordance with the applieaules
under the Securities Exchange Act of 1934, as agweniVe refer to such executive officers in distwss
this proposal as "Covered Employees." Under thertieil Revenue Code, there is, however, no limitaio
the deductibility of "qualified performance-basempensation.” To be qualified performance-based
compensation, compensation must be paid solelycoouat of the attainment of one or more objective
performance goals established in writing by a cotemiof our Board comprised solely of two or more
"outside directors" while the attainment of sucllgas substantially uncertain. We believe our
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Compensation Committee meets that requirementeSbhters must approve the types of performancesgoal
and the maximum amount that may be paid to our f@avEmployees or the formula used to calculate such
amount.

Payment of an incentive under the amended andedst897 Stock Incentive Plan to a Covered
Employee may be made contingent upon the attainofesrie or more performance goals (which may be
stated as alternative goals) established in writyn¢ghe compensation committee and its subcommiibiee
each performance period, which generally is ouatéxyear. Performance goals will be based oroone
more of the following business criteria: (1) oparatincome; (2) net earnings or net income (betwrafter
taxes); (3) basic or diluted earnings per shanergéenue, revenues, net revenues, net revenudlgorwet
revenues growth; (5) gross revenue or gross regefiblegross profit or gross profit growth; (7) ogerating
profit (before or after taxes); (8) return on asseéapital, invested capital, equity or salescg®h flow
(including but not limited to, operating cash fldinge cash flow, and cash flow return on capit@)
earnings before or after taxes, interest, depiieai@nd/or amortization; (11) gross or operatinggimes; (12)
improvements in capital structure; (13) budget exgense management; (14) productivity targets; (15)
economic value added or other value added measnten(£6) share price (including but not limited to
growth measures and total shareholder return){Bndexpense targets; (18) margins; (19) operating
efficiency; (20) working capital targets; (21) enpigse value; (22) safety record; (23) completibbasiness
acquisition, divestment or expansion; (24) opecatiash flow; (25) book value; (26) tangible bookuea
(27) pretax income; (28) net income plus deferee@$; (29) cash position; (30) total shareholderne (31)
contract or other development of relationship wdintified suppliers, distributors or other busseartners;
or (32) new product development (including but limatted to third-party collaborations or contracasd
with milestones that may include but are not limhite contract execution, proof of concept, reguiato
approval, product launch and targets such as ohitne and revenue following product launch). The
maximum restricted share grant under the proposeshded and restated 1997 Stock Incentive Plan is
130,000 shares for the Wilson Grant, but otherwiieer (i) 45,000 shares or (ii) 75,000 sharesafoew
Employee (as defined in the amended and resta®d 3@®ck Incentive Plan) in the fiscal year in Whigs
or her service with the Company begins.

Section 12.3 of the proposed amended and resta8tidtock Incentive Plan also allows for us in
some circumstances to reduce the amount payabér thnelplan or under any other arrangement toxtente
payment would constitute a "parachute payment" uBeéetion 280G and Section 4999 of the Internal
Revenue Code.

In addition, the unit holders of the 45.4% of Hefkaging US, LLC ("Heska Imaging") which
Heska Corporation does not own (the "Imaging Mityyimay purchase our 54.6% interest in Heska
Imaging under a call option Heska Corporation hrastgd the Imaging Minority. The Imaging Minortias
agreed that if Heska Corporation's stockholdersa@pthe amendment and restatement of the 199k Stoc
Incentive Plan at the 2014 Annual Meeting and this&M Grant is issued, the Imaging Minority will iva
its right to exercise the call option discussethia paragraph (see Appendix C for the March 26426tter
from Cuattro, LLC addressed to Jason NapolitanagiCGhnancial Officer of Heska Corporation).
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Vote Required; Recommendation of our Board of Diters

A Quorum Majority is required to amend and restate1997 Stock Incentive Plan and allow for the
proposed performance-based restricted stock granirtChief Executive Officer. If a Quorum Majgris
not obtained, the Wilson Grant will not be made arstiead, our Chief Executive Officer would be tati
under his contract to an annual salary of $400ie8@ad of $275,000, full Management Incentive Plan
participation at a target bonus range of approxiyat6.25% of salary in 2014 and 50% of salarytiier
duration of his employment agreement as opposaddaget bonus range of approximately 8.25% ofgala
in 2014 and no participation in the Managementtige Program for the duration of his employment
contract if the Wilson Grant is made. Our 1997cBtimcentive Plan would remain unamended from its
current form in such a circumstance. In addittbe, Imaging Minority would not waive their ability
repurchase the 54.6% of Heska Imaging we curremtty in such a circumstance.

Our Board unanimously recommends a vote FOR theadment and restatement our 1997 Stock
Incentive Plan.
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PROPOSAL NO. 3

APPROVAL OF AN AMENDED AND RESTATED
MANAGEMENT INCENTIVE PLAN MASTER DOCUMENT

Our Board, based upon the recommendation of ourpeasation Committee, has approved the
proposed amended and restated Management Inc&ineviaster Document, which is attached as
Appendix D. Our Management Incentive Plan, or Mi&s generally been implemented in any given year t
reward our Executive Officers and other key empésywith a short-term cash incentive program. More
detailed information is available later in the do®nt under the caption "Performance-Based Incentive
Compensation". Our Board has approved the matenas for payments under our Management Incentive
Plan Master Document and is asking our stockholdeapprove these material terms at our 2014 Annual
Meeting. Our MIP itself does not require approwabloir stockholders. If our stockholders approvs thi
proposal, however, we expect the compensationpaisliant to such material terms will be fully detéthle
by the Company for financial income tax purposegenrsection 162(m) of the Internal Revenue Code of
1986, as amended. We may make awards under ounlikEher or not stockholder approval is obtained at
this meeting.

Section 162(m) of the Internal Revenue Code of 188@&mended, generally provides that no federal
income tax business expense deduction is allowednioual compensation in excess of $1 million fgic
publicly-traded corporation to its chief executofficer and three other most highly compensated atkee
officers other than its chief financial officer dstermined in accordance with the applicable ruteger the
Securities Exchange Act of 1934, as amended. Wée t@such executive officers in discussing thisposal
as "Covered Employees." Under the Internal Rev&uade, there is, however, no limitation on the
deductibility of "qualified performance-based comgation." To be qualified performance-based
compensation, compensation must be paid solelyoouat of the attainment of one or more objective
performance goals established in writing by a cotemiof our Board comprised solely of two or more
"outside directors" while the attainment of sucllgas substantially uncertain. We believe our
Compensation Committee meets that requirementeSbhters must approve the types of performancesgoal
and the maximum amount that may be paid to our f@avEmployees or the formula used to calculate such
amount.

Payment of an annual incentive to a Covered Emgloyi# be contingent upon the attainment of one
or more performance goals (which may be statedtamative goals) established in writing by the
compensation committee and its subcommittee fdn padormance period, which generally is our tagabl
year. Performance goals will be based on one oe mibthe following business criteria: (1) opergtin
income; (2) net earnings or net income (beforeftar éaxes); (3) basic or diluted earnings per shgl)
revenue, revenues, net revenues, net revenue goowtt revenues growth; (5) gross revenue or gross
revenues; (6) gross profit or gross profit growi#); net operating profit (before or after taxes); eturn on
assets, capital, invested capital, equity or sé@s;ash flow (including but not limited to, optng cash
flow, free cash flow, and cash flow return on calpit(10) earnings before or after taxes, inter@spreciation
and/or amortization; (11) gross or operating marg{th2) improvements in capital structure; (13) detchnd
expense management; (14) productivity targets; étbhomic value added or other value added
measurements; (16) share price (including butiratdd to, growth measures and total shareholdermg
and (17) expense targets; (18) margins; (19) operaftficiency; (20) working capital targets; (Hnterprise
value; (22) safety record; (23) completion of besmacquisition, divestment or expansion; (24) atjprey
cash flow; (25) book value; (26) tangible book al(R7) pretax income; (28) net income plus detetaxes;
(29) cash position; (30) total shareholder ret(®@) contract or other development of relationshiiin
identified suppliers, distributors or other busmeartners; or (32) new product development (inolyut
not limited to third-party collaborations or cortrs, and with milestones that may include but atdimited
to contract execution, proof of concept, regulatpproval, product launch and targets such asvohitme
and revenue following product launch). The maximanmual performance-based incentive award that may
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be granted to any covered employee based on agaitrmhone or more of the foregoing performancdgiza
$500,000.

In addition, the amended and restated Managemeehiive Plan Master Document clarifies that
payment of benefits will be made by March 15 offililowing year, which we believe will serve to expt
us and our employees from increased tax exposuter Bection 409A of the Internal Revenue Code.
Further, Section 3.1 of the amended and restatethiyanent Incentive Plan Master Document allowsigor
in some circumstances to reduce the amount payabler the plan or under any other arrangementeto th
extent payment would constitute a "parachute paymarder Section 280G and Section 4999 of the iater
Revenue Code.

The Compensation Committee seeks to qualify exezwutdmpensation for deductibility to the extent
that such policy is consistent with our overallaattjves in attracting, retaining, and motivating Bxecutive
Officers. The Compensation Committee from timértee may approve payment of discretionary annual
incentive compensation based on business critérer than the foregoing performance goals. Any such
discretionary compensation would not qualify fog #xclusion from the $1 million limitation of dedilxde
compensation under Section 162(m) of the IntermealeRue Code, as amended.

As our 2014 MIP has already been approved by oongémsation Committee, our proposed
Management Incentive Plan Master Document wouldydipp years beginning in 2015 if approved by our
stockholders.

Vote Required; Recommendation of our Board of Diters

A Quorum Majority is required to approve the progebsimended and restated Management Incentive
Plan Master Document. If a Quorum Majority is nbtained, our current Management Incentive Plan
Master Document will remain in place unless andl tunther action is taken by our Compensation
Committee. We would not expect payments made ungieManagement Incentive Plan to be fully
deductible by the Company for financial income paxposes under Section 162(m) of the Internal Rexen
Code of 1986, as amended, in such a case.

Our Board unanimously recommends a vote FOR theoappof the proposed amended and restated
Management Incentive Plan Master Document.
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PROPOSAL NO. 4
RATIFICATION OF INDEPENDENT REGISTERED PUBLIC ACCOU NTANT

Our Board of Directors is submitting the appointin@nEKS&H LLLP ("EKS&H") as the
Company's independent registered public accoufaastockholder ratification at the 2014 Annual Meg.
EKS&H has served as our independent registeredgattountant since March 31, 2006. A represemati
of EKS&H is expected to be present at the Annuagtitg and will have an opportunity to make a staem
if the representative desires to do so. Such septative also is expected to be available to anguestions
at the meeting.

Vote Required; Recommendation of our Board of Diters

Stockholder ratification of the appointment of EKIS&s our independent registered public
accountant is not required by our bylaws or otheewiOur Board, however, is submitting the appoéminof
EKS&H to the stockholders for ratification as a teabf good corporate governance practice. If &ngo
Majority is FOR this proposal, we will consider tfaification of our independent registered public
accountant for 2014 complete. If stockholderstfailatify the appointment, our Audit Committee lwil
reconsider whether or not to retain EKS&H as odeendent registered public accountant, although ou
Audit Committee maintains the full discretion tmtioue to retain EKS&H in such a circumstance. rENe
the appointment is ratified, our Audit Committedtsdiscretion may direct the appointment of dedédnt
independent registered public accountant at ang tioring the year if it determines that such a ghamould
be in the best interest of the Company and itkkwmlders.

Our Board unanimously recommends a vote FOR tlifecedion of EKS&H as our independent
registered public accountant for fiscal 2014.
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PROPOSAL NO. 5

OFFER APPROVAL OF EXECUTIVE COMPENSATION IN A NON-B INDING ADVISORY VOTE

The Dodd-Frank Wall Street Reform and Consumeretmin Act ("Dodd-Frank"), enacted in July
2010, and Section 14A of the Securities and Exohaxa of 1934 require that we provide you with the
opportunity to vote to approve, on a non-bindingisary basis, the compensation of our named exezuti
officers. We are asking for your advisory votetloa following resolution (the "say-on-pay" resotu):

RESOLVED, that the compensation paid to the comgammed executive officers, as
disclosed in the subsection of this proxy statertidatl "Executive Compensation”, including the
Compensation Discussion and Analysis, compenstdides and narrative discussion, is hereby
APPROVED

We did not offer a stockholder vote on executivepensation prior to such a vote being required
under Dodd-Frank as we believe this topic is bastled by a deliberative compensation committek wit
access to detailed information on each executindigidual performance, which it may not be appraga or
in a company's best interest to disclose, and diowly, a general vote on the subject is unlikelyptovide
valuable insight to such a committee in its rolelefermining appropriate compensation for a givatative
officer, or executive officers as a group.

At our 2013 Annual Meeting, an identical resolutieceived 91.9% of votes "for" and 8.1%
"against" of the shares voted "for" or "against".

Compensation Philosophy

As described in greater detail under the headingtHtive Compensation”, we seek to closely align
the interests of our named executive officers Withinterests of our stockholders. The ultimateactive of
our executive compensation program is to attrathim and reward executives who will enhance tteeva
and profitability of the Company and increase shoditer value. The Compensation Committee strives t
provide competitive compensation opportunities wli ultimate amount of compensation received tied
significantly to short-term and long-term Compamyfprmance. Inherent in our approach is the pbpby
that compensation can align behavior and actiotts stockholder interests, attract and retain seong
executives and thus create value for stockholdezs time.

The vote on this resolution is not intended to eddrany specific element of compensation, but rathe
relates to the overall compensation of our namedwive officers, as described in this proxy staenin
accordance with the compensation disclosure rdlésedSEC.

Vote Required; Recommendation of our Board of Diters

If a Voting Majority is FOR this proposal, we wilbnsider the non-binding, advisory approval of the
compensation paid to our named executive officetsaie occurred. If such a Voting Majority is not
obtained, our Compensation Committee may consiagnges to some of our executive compensation
policies, although our Compensation Committee nafistits full discretion in this area as this isaavisory
vote only.

Our Board unanimously recommends a vote FOR am offapproval, on a nhon-binding, advisory
basis, of the compensation paid to our named eixecofficers in fiscal year 2013.
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POTENTIAL VOTE NO. 6

ADVISORY VOTE WITH RESPECT TO DISCRETIONARY VOTING BY PROXYHOLDERS

Other than the five items of business previouskcdbed in Proposal No. 1, Proposal No. 2, and
Proposal No. 3, Proposal No. 4 and Proposal Nee5re not aware of any other business to be agtea
at the 2014 Annual Meeting. Since our 1997 inpiablic offering, only items that were describedha
proxy materials made available to stockholdersrpgddhe corresponding Annual Meeting or SpeciatMey
were resolved by a vote of our stockholders at soebtings. While we have taken steps to ensuse thi
remains the case, it is possible other businesspmaperly come before our 2014 Annual Meeting, tiia
efforts of a stockholder or otherwise. In suchrewemstance, our proxyholders — Robert B. Griewg, o
Executive Chair, and Jason A. Napolitano, our Etteel/ice President, Chief Financial Officer and
Secretary and Nancy Wisnewski, our Executive Viessi@ent, Product Development and Customer Support
— will have the discretion to vote shares for whighhave been granted a proxy as they may deterndisa
matter of good corporate governance practice, waasking stockholders to submit an advisory voteHe
proxyholders' consideration in such a circumstantie. will interpret a "for" vote as an indicatidmat the
stockholder's preference is that the proxyholdeesaise their voting discretion in a manner thetedaine
to be in the best interest of the Company's stddens, an "against" vote as an indication that the
stockholder's preference is that the proxyholdeesase their voting discretion against any propbsaught
to a vote as outlined above, including a propdsalproxyholders otherwise believe to be in the bestests
of the Company's stockholders, and an "abstaimbarvote as an indication that the stockholder s
wish to express a preference regarding such arogtance. It is important to note this is an adyisote
only, and that while the proxyholders may consttieradvisory vote in such a circumstance, the
proxyholders retain full discretion to vote as tmegry determine regardless of any outcome of thesady
vote.

Recommendation of our Board of Directors

Our Board unanimously recommends a vote FOR yafepnce being that the proxyholders
exercise their voting discretion in a manner thetednine to be in the best interest of the Compgany'
stockholders, if other business properly comesredfte 2014 Annual Meeting and you are voting lnxpr
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COMMON STOCK OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following tables show the number of sharesusfammmon stock beneficially owned as of
March 10, 2014 by each of the Named Executive &ffidisted in the Summary Compensation Table, efch
our Directors, all of our Directors and ExecutivBi€ers as a group, and each person who is knownsttp
be the beneficial owner of more than 5% of our camrstock. We had 5,870,996 shares outstanding on
March 10, 2014.

Ownership Table
Shares Percentage
Beneficially Beneficially
Name and Address of Beneficial Owner Owned (1) Owned (1)
CMC MaSter FUN, L.P. (2) et ettt 526,045 9.0%
525 University Avenue, Suite 200
Palo Alto, CA 94301
Executive Officers and Directors
William A. Aylesworth (3) 80,986 1.4%
G. Irwin Gordon (3)............. 51,093 *
Robert B. Grieve, Ph.D. (3)(4)(5)..... 248,827 4.1%
Sharon L. Riley (3) ..cuvvveeiiiiiieeeeiins 16,000 *
David E. Sveen, Ph.D. (3)... 2,224 *
(O 1o I ANV AY =T o I < ) USRS 9,630 *
SLEVEN M. ASBKOWICZ (3) .eeereeiuureieees it e e e tteee e e s asibteeaeessateeeesasssbeeeaaansseeeeesaanbnneaesannnes 2,645 *
Rodney A. Lippincott (3)............ 2,645 *
Michael J. McGinley, Ph.D. (3).. 96,780 1.6%
Jason A. NapOlitan0 (B)(5)(B) ... eeeeeruuurmmamreeeeeeiieiee e e ettt e e et e e e e e ibee e e e e ssebe e e e e e sbeeeaeeannes 199,265 3.3%
KEVIN S. WIISON (B)(7) 1ttt ittt mmme ettt ettt et s e aneee s 266,469 4.5%
All Directors and Executive Officers as a group
(13 PErSONS)(B)(A)(B)(B)(7) cvvvreeereeremememmeeseseseeeesesieeeeteeseseeases e enesesessensss st aneens 1,056,756 16.5%

*  Amount represents less than 1% of our commonkstoc

(1) To our knowledge and unless otherwise noted, theops named in the table have sole voting and imerg power with respect to all shares of
common stock shown as beneficially owned by thermijest to community property laws where applicabid the information contained in the
footnotes to this table. Beneficial ownershipésaimined in accordance with the rules of the SECiacludes voting and investment power
with respect to securities. Shares of common stmlable upon exercise of stock options exerasatihin 60 days of March 10, 2014,
including fractional shares discussed in footnobel®w, are deemed outstanding and beneficiallysalAby the person holding such option for
purposes of computing such person's percentagersiipebut are not deemed outstanding for the mead computing the percentage
ownership of any other person.

(2) Based upon information derived from a Sched@P filed by CMC Master Fund, L.P. on October 1012 for holdings on October 12, 2012.
According to the Schedule 13D, CMC Master Fund, béheficially owns 526,045 shares.

(3) Includes "Shares Owned" and "Exercisable Opgtiétom "Exercisable Option Table" below as well'Aggregate Fractional Shares Underlying
Options" from footnote 2 of "Exercisable Option Tettbelow for each Director and Named Executiveic@ff, as well as for all Directors and
Executive Officers as a group. Any resulting fraal share has been counted as a whole sharerjpoges of this table.

(4) Excludes 63,572 shares issued to Dr. Griewerestricted stock grant on March 26, 2014 in cocjon with an employment agreement signed
on the same day. The grant is to vest in full @mil880, 2017, subject to other vesting provisionthe employment agreement. Dr. Grieve is
married to a woman ("Mrs. Grieve") who owns Heska©ration shares. Includes 6,154 shares of constamk held for the benefit of Dr. and
Mrs. Grieve's children and 1,564 shares of comntacksheld by Mrs. Grieve, all of with respect toiethDr. Grieve disclaims beneficial
ownership.

(5) Includes one share jointly owned by Dr. Grievel Mr. Napolitano.

(6) Mr. Napolitano is married to a woman ("Mrs. &m@no") who owns 602 shares of common stock wigdhcluded in the table above, with
respect to which Mr. Napolitano disclaims benefioianership.

(7) Excludes 110,000 shares issued to Mr. Wilsca liestricted stock grant on March 26, 2014 inwaction with an employment agreement
signed on the same day. The grant is to vesairctres through March 26, 2017, subject to oth@mgeprovisions in the employment
agreement. Mr. Wilson is married to a woman ("Mislson") who owns Heska Corporation shares. Idefi153,027 shares held by Cuattro,
LLC. Mr. Wilson, Mrs. Wilson and trusts for thertedit of their children and family own a 100% irgst in Cuattro, LLC. Also includes 20,092
shares owned by Mrs. Wilson and 65,728 sharesihetdsts for the benefit of Mr. and Mrs. Wilsoulsildren for which a third party is trustee.
Mr. Wilson disclaims beneficial ownership of theasks held by Mrs. Wilson and trusts for the bera#f¥r. and Mrs. Wilson's children.

-24-



Exercisable Option Table

Weighted
Exercisable Average Exercisable  Net Shares
Exercisable Option Remaining "In-the from
Shares Exercisable Option Price Average Contractual money" Exercisable
Name Owned (1) Options (2) Range (3) Price (4) Life (5) Options (6) Options (7)
William A. Aylesworth .............. 33,997 46,987 $4.60-22.50 $11.29 4.84 24,200 5,626
G. Irwin Gordon............ccceeuvnnnnne 9,504 ,887 $6.66-22.50 $12.11 4.84 19,000 3,043
Robert B. Grieve, Ph.D. (8)(9) ... 94,397 154,426 $4.40-18.30 $11.41 3.80 74,428 16,825
Sharon L. Riley .........ccocvvevinene 1,000 5,d00 $8.34-12.40 $10.16 8.20 5,000 564
David E. Sveen, Ph.D. — 2,224 731-7.31 $ 731 9.70 2,224 494
Carol A. Wrenn....... 3,000 630) $ 8.10-8.34 $ 8.28 9.06 6,630 789
Steven M. Asakowicz................. — 2,645 $86¢8.35 $ 7.96 9.25 2,645 405
Rodney A. Lippincott................. — 2,645 7$36-8.35 $ 7.96 9.25 2,645 405
Michael J. McGinley, Ph.D. ....... 15,471 81,306 4.49-18.30 $ 9.05 4.85 55,808 19,230
Jason A. Napolitano (9)(10) ....... 82,663 116,601 $4.40-18.30 $ 9.66 3.93 70,602 23,250
Kevin S. Wilson (11)........ccce...... 260,657 8RR $ 7.36-8.35 $ 791 9.29 5,812 923
All Directors and Executive
Officers as a group (13
persons) (8)(9)(10)(11)........... 508,321 548,423 $4.40-$22.50 $10.37 4.58 312,806 85,062

@

To our knowledge and unless otherwise notezlptirsons named in the table have sole votingraresiment power with respect to all shares of
common stock shown in the column, subject to conityymoperty laws where applicable and the infolioratontained in the footnotes of this
table.

(2) Represents shares of common stock issuable exgnise of stock options exercisable within 6@gsdaf March 10, 2014, excluding exercisable
options to purchase fractional shares resulting friteska's December 2010 1-for-10 reverse stockapfollows:
Aggregate Weighted
Fractional Exercisable Average
Shares Exercisable Option Remaining
Underlying Option Price Average Contractual
Name Options Range Price Life
William A. Aylesworth ................ 15 $11.@2.50 $16.37 2.63
G. Irwin Gordon 15 1$00-22.50 $16.37 2.63
Robert B. Grieve, Ph.D................. 4.0 $0418.30 $11.09 4.20
Sharon L. Riley .....coeevvviiveeeniinnn. — — — —
David E. Sveen, Ph.D.. — — — —
Carol A. Wrenn ............ — — — —
Steven M. Asakowicz... — — — —
Rodney A. Lippincott................... — — — —
Michael J. McGinley, Ph.D. 3.0 $ 8.8p47 $12.82 1.83
Jason A. Napolitano .......... 1.0 $¥717.17 $17.17 2.69
Kevin S. Wilson .........cccoccoeeeeene — — — —
All Directors and Executive Officers
as a group (13 persons) ............ 13.0 $ 4.40-22.50 $13.75 2.87

©)
4)
®)
(6)

@)

®)

9
(10
11

Heska intends to issue whole shares only from opmi@rcises.

Represents the lowest and highest strike foicstock options exercisable within 60 days of Mat0, 2014, excluding options to purchase
fractional shares resulting from Heska's Decembé&02everse stock split.

Represents the average strike price for stptibios exercisable within 60 days of March 10, 262luding options to purchase fractional
shares resulting from Heska's December 2010 reséosk split.

Represents the weighted average remainingaxingl life, in years, for stock options exercigabithin 60 days of March 10, 2014, excluding
options to purchase fractional shares resulting fréeska's December 2010 reverse stock split.

Represents shares of common stock issuable ex@nise of stock options exercisable within 6@sdaf March 10, 2014, excluding options to
purchase fractional shares resulting from Heskatseber 2010 reverse stock split, that have aegprice less than $9.40, the closing market
price per share of Heska stock on March 10, 2014.

Represents net shares under the Treasury Btettlod assuming a market price per share of $thé@losing market price per share of Heska
stock on March 10, 2014, for shares of common sigglkable upon exercise of stock options exeratsatihin 60 days of March 10, 2014 that
have a strike price less than $9.40, excludingoogtto purchase fractional shares resulting froiskele December 2010 reverse stock split.
Excludes 63,572 shares issued to Dr. Griexergstricted stock grant on March 26, 2014 in cactjon with an employment agreement signed
on the same day. The grant is to vest in full @mil880, 2017, subject to other vesting provisionghe employment agreement. Includes 6,154
shares of common stock held for the benefit ofddd Mrs. Grieve's children and 1,564 shares of comstock held by Mrs. Grieve, all of with
respect to which Dr. Grieve disclaims beneficiahevship.

Includes one share jointly owned by Dr. Griewel Mr. Napolitano.

Includes 602 shares of common stock held by. Mapolitano, with respect to which Mr. Napolitadisclaims beneficial ownership.

Excludes 110,000 shares issued to Mr. Wilsom fiestricted stock grant on March 26, 2014 ifjuomtion with an employment agreement
signed on the same day. The grant is to vesairctres through March 26, 2017, subject to oth@mgeprovisions in the employment
agreement. Includes 153,027 shares held by Cuhtte Mr. Wilson, Mrs. Wilson and trusts for thenefit of his children and family own a
100% interest in Cuattro, LLC. Also includes 2@ G%ares owned by Mrs. Wilson's and 65,728 shalesimtrusts for the benefit of Mr. and
Mrs. Wilson's children for which a third party rsistee. Mr. Wilson disclaims beneficial ownersbifghe shares held by Mrs. Wilson and trusts
for the benefit of Mr. and Mrs. Wilson's children.
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Outstanding Option Table

Weighted
Outstanding Average Outstanding  Net Shares
Outstanding Option Remaining "In-the- from
Shares Outstanding  Option Price Average Contractual money" QOutstanding
Name Owned (1) Options (2) Range (3) Price (4) Life (5) Options (6) Options (7)
William A. Aylesworth............... 33,997 46,88 $4.60-22.50 $11.29 4.84 24,200 5,626
G. Irwin Gordon.........cccceecuveeeennn. 9,504 1,887 $6.66-22.50 $12.11 4.84 19,000 3,043
Robert B. Grieve, Ph.D. (8)(9).... 94,397 221,468 $4.40-18.30 $10.21 5.37 141,470 30,828
Sharon L. Riley........ccocceeeinnnnenn. 1,000 15,000 $8.34-12.40 $10.16 8.20 5,000 564
David E. Sveen, Ph.D. ................ — 2,224 781-7.31 $ 731 9.70 2,224 494
Carol A. Wrenn............. 3,000 ,630 $ 8.10-8.34 $ 8.28 9.06 6,630 789
Steven M. Asakowicz ... — 15,500 786-8.35 $ 771 9.44 15,500 2,785
Rodney A. Lippincott........ — 15,500 7$36-8.35 $ 771 9.44 15,500 2,785
Michael J. McGinley, Ph.D.. 15,471 117,724 $4.40-18.30 $ 8.56 6.11 92,226 26,747
Jason A. Napolitano (9)(10)........ 82,663 151,499 $4.40-18.30 $ 9.16 5.13 105,500 30,335
Kevin S. Wilson (11) ........cccc...... 260,657 ,BE0 $ 7.36-8.35 $ 7.66 9.47 36,000 6,654
All Directors and Executive
Officers as a group (13
persons)(8)(9)(10)(11) ............ 508,321 793,367  $4.40-$22.50 $ 9.49 6.00 557,750 134,329

)

@

©)
4)
®)
(6)

@)

®)

9)
(10
11

To our knowledge and unless otherwise notezlptirsons named in the table have sole votingraresiment power with respect to all shares of
common stock shown in the column, subject to conityymoperty laws where applicable and the infolioratontained in the footnotes of this
table.

Represents shares of common stock issuableeymnise of stock options outstanding on Marchi2004, excluding outstanding options to
purchase fractional shares resulting from Heskatsebber 2010 1-for-10 reverse stock split, asvialo

Aggregate Weighted
Fractional Outstanding Average
Shares Outstanding Option Remaining
Underlying Option Price Average Contractual
Name Options Range Price Life
William A. Aylesworth ................ 15 $11.@2.50 $16.37 2.63
G. Irwin Gordon............ . 15 1$00-22.50 $16.37 2.63
Robert B. Grieve, Ph.D 4.0 $0418.30 $11.09 4.20
Sharon L. Riley ............ — — — —
David E. Sveen, Ph.D.................. — — — —
Carol A. Wrenn ........ccceeveveennenn — — — —
Steven M. Asakowicz... — — — —
Rodney A. Lippincott................... — — — —
Michael J. McGinley, Ph.D. ......... 3.0 $ 8.8p4Y $12.82 1.83
Jason A. Napolitano 1.0 $7717.17 $17.17 2.69
Kevin S. Wilson ..........ccoccceeeeenne — — — —
All Directors and Executive Officers
as a group (13 persons) ............ 13.0 $ 4.40-22.50 $13.75 2.87

Heska intends to issue whole shares only from opmi@rcises.

Represents the lowest and highest strike foicstock options outstanding on March 10, 2014Jweking options to purchase fractional shares
resulting from Heska's December 2010 reverse stplik

Represents the average strike price for stptios outstanding on March 10, 2014, excludingomstto purchase fractional shares resulting
from Heska's December 2010 reverse stock split.

Represents the weighted average remainingaciogl life, in years, for stock options outstaigdim March 10, 2014, excluding options to
purchase fractional shares resulting from Heskatseber 2010 reverse stock split.

Represents shares of common stock issuable eymnise of stock options outstanding on March20d4, excluding options to purchase
fractional shares resulting from Heska's Decembg&b2everse stock split, that have a strike pess than $9.40, the closing market price per
share of Heska stock on March 10, 2014.

Represents net shares under the Treasury Btettlod assuming a market price per share of $thé@losing market price per share of Heska
stock on March 10, 2014, for shares of common sigglkable upon exercise of stock options outstandinMarch 10, 2014 that have a strike
price less than $9.40, excluding options to puretieectional shares resulting from Heska's Decer@b6 reverse stock split.

Excludes 63,572 shares issued to Dr. Griexergstricted stock grant on March 26, 2014 in cactjon with an employment agreement signed
on the same day. The grant is to vest in full @mil880, 2017, subject to other vesting provisionghe employment agreement. Includes 6,154
shares of common stock held for the benefit ofddd Mrs. Grieve's children and 1,564 shares of comstock held by Mrs. Grieve, all of with
respect to which Dr. Grieve disclaims beneficiahevship.

Includes one share jointly owned by Dr. Griewel Mr. Napolitano.

Includes 602 shares of common stock held by. Mapolitano, with respect to which Mr. Napolitadisclaims beneficial ownership.

Excludes 110,000 shares issued to Mr. Wilsom fiestricted stock grant on March 26, 2014 ifjuomtion with an employment agreement
signed on the same day. The grant is to vesairctres through March 26, 2017, subject to oth@mgeprovisions in the employment
agreement. Includes 153,027 shares held by Cuattt Mr. Wilson, Mrs. Wilson and trusts for thenefit of their children and family own a
100% interest in Cuattro, LLC. Also includes 2@ G%ares owned by Mrs. Wilson and 65,728 sharesihétust for the benefit of Mr. and
Mrs. Wilson's children for which a third party rsistee. Mr. Wilson disclaims beneficial ownersbifghe shares held by Mrs. Wilson and trusts
for the benefit of Mr. and Mrs. Wilson's children.
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SECTION 16(A) BENEFICIAL OWNERSHIP REPORTING COMPLI ANCE

Compliance with Section 16(a) of the Securitiestaxmge Act of 1934 requires our Directors,
Executive Officers and persons who own more tha& d0a registered class of our equity securitiefdeo
reports of holdings and transactions of Heska comstock and other equity securities with the SEC.
Directors, Executive Officers and 10% or greatecldholders are required by SEC regulations to flirnis
with copies of all of the Section 16(a) reportsythike. Based solely upon a review of the copiethe forms
furnished to us and the representations made brepurting persons to us, we believe that durinbB328ur
Directors, Executive Officers and 10% or greateclgholders complied with all filing requirementsdan
Section 16(a) of the Exchange Act.

EQUITY COMPENSATION PLAN INFORMATION

The following table sets forth information about dommon stock that may be issued upon exercise
of options and rights under all of our equity comgegion plans as of December 31, 2013, includiedl897
Stock Incentive Plan, the 1997 Employee Stock RageliPlan and the 2003 Equity Incentive Plan. Our
stockholders have approved all of these plans.

(©
Number of Securities
(@) Remaining Available for
Number of Securities to be (b) Future Issuance Under Equity
Issued Upon Exercise of | Weighted-Average Exercise Compensation Plans
Outstanding Options and Price of Outstanding (excluding securities reflected
Plan Category Rights (1) Options and Rights (1) in column (a))
Equity Compensation Plans Approved by
Stockholders ... 1,321,232 $10.39 307,185
Equity Compensation Plans Not Approved by
Stockholders ........oocoviiiiiiiiiiiiic e, None None None
Total e 1,321,232 $10.39 307,185

(1) Excluding outstanding options to purchase ajregpte of 74.1 fractional shares with a weightestage strike price of $13.72 resulting from
our December 2010 reverse stock split.

Our stockholders have authorized that up to 3753b@0es may be issued under our 1997 Employee
Stock Purchase Plan. 344,322 of these authortm@s have been used to purchase shares und@9he 1
Employee Stock Purchase Plan through December033B, Zeaving 30,678 shares currently remaining for
purchase under our 1997 Employee Stock PurchaseoRIBecember 31, 2013.

SIGNIFICANT RELATIONSHIPS AND TRANSACTIONS WITH DIR ECTORS, OFFICERS OR
PRINCIPAL STOCKHOLDERS

Related Party Transactions

Pursuant to our code of ethics for senior execsatare financial officers, a copy of which is
available on Heska's website at www.heska.compandorporate Governance Committee charter, our
Audit Committee or our Corporate Governance Conamithust review and approve any transaction that the
Company proposes to enter into that would be requin be disclosed under Item 404(a) of Regulddidt
Item 404(a) of Regulation S-K requires the Comp@angiisclose in its proxy statement any transaction
involving more than $120,000 in which the Compagg participant and in which any related persorohas
will have a direct or indirect material interegt.related person for purposes of this analysisiisexecutive
officer, director, nominee for director, or hold#r5% or more of the Company's common stock, or an
immediate family member of any of those persons.

On February 24, 2013, we acquired a 54.6% intétlest'Acquisition™) in Cuattro Veterinary USA,
LLC, which was subsequently renamed Heska ImagiBgLLC. This transaction marked our entry into the
veterinary imaging area.
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Kevin S. Wilson is Heska Corporation's Chief ExaaOfficer and President and Heska
Corporation's Board has nominated Mr. Wilson fexcgbn as a Director at Heska Corporation's 201duan
Meeting in May. Heska Corporation's employmentagrent with Mr. Wilson acknowledges that Mr.
Wilson has business interests in Cuattro, LLC, €o&oftware, LLC, Cuattro Medical, LLC and Cuattro
Veterinary, LLC which may require a portion of hiime, resources and attention in his working hours.

Mr. Wilson is married to Shawna M. Wilson. Mr. b6in, Mrs. Wilson and trusts for the benefit of
their children and family own a 100% interest ina@ro, LLC, the largest supplier to Heska Imagmgwell
as a majority interest in Cuattro Veterinary, LLa@aCuattro Medical, LLC. Cuattro, LLC owns a 100%
interest in Cuattro Software, LLC. While the terai$oth the Amended and Restated Master License
Agreement and the Supply Agreement between Heséagihg and Cuattro, LLC were negotiated at arm's
length as part of the Acquisition, Mr. Wilson hasiaterest in these agreements and any time andness
devoted to monitoring and overseeing this relatignsay prevent us from deploying such time and
resources on more productive matters.

Mrs. Wilson, Clint Roth, DVM, Steven M. Asakowid2pdney A. Lippincott, Mr. Wilson and
Cuattro, LLC own approximately 29.75%, 8.39%, 4.09%7%, 0.05% and 0.05% of Heska Imaging,
respectively, are each a member of Heska Imagimdyeach have an interest in the puts and callsisbsd
below. Steven M. Asakowicz also serves as Heskpdtatiorls Executive Vice President, Companion
Animal Health sales. Rodney A. Lippincott alsovesras Heska CorporatisrExecutive Vice President,
Companion Animal Health sales. If Mr. Wilson, Misakowicz or Mr. Lippincott is distracted by these
holdings or interests, they may not contribute ashras they otherwise would have to enhancing our
business, to the detriment of our stockholder vaM#hile the Operating Agreement was negotiateatals
length as part of the Acquisition, and requires tttme of the members shall cause Heska Imagingdoate
its business in any manner other than the ordicanyse of business, any time and resources detmted
monitoring and overseeing this relationship mayene us from deploying such time and resources arem
productive matters.

Since the Acquisition closed, Cuattro, LLC chargttka Imaging $6.8 million, primarily related to
digital imaging products, for which there is an arging supply contract with minimum purchase
obligations, software and services as well as atperating expenses provided for under a licensseagent
and a supply agreement, respectively; Heska Caiporeharged Heska Imaging $2.2 million, primarily
related to sales expenses; Heska Corporation aegeth Cuattro, LLC $140 thousand, primarily related
facility usage and other services. In generalgthigies above have charged one another the lofrest or
market in the absence of a formal contract. OupQate Governance Committee has reviewed and
approved the information presented in this pardgrap

At December 31, 2013, Heska Corporation had acsaectivable from Heska Imaging of
$3.3 million; Heska Imaging had a $1.4 million noteeivable, including accrued interest, from Gaatt
Veterinary, LLC, which is due on March 15, 2016;sk& Imaging had accounts receivable from Cuattro
Software, LLC of $892 thousand; Heska Imaging hetdaiccounts receivable from Cuattro, LLC of
$198 thousand; Heska Corporation had net accoeo¢svable from Cuattro, LLC of $110 thousand. All
monies owed accrue interest at the same interiesHeska Corporation pays under its credit andrggcu
agreement with Wells Fargo Bank, National Assooiatince past due with the exception of the note
receivable, which accrues at this rate to its nigtdate. Our Corporate Governance Committee has
reviewed and approved the information presentedignparagraph.

Under the Amended and Restated Operating Agreeafi¢teska Imaging US, LLC (the "Operating
Agreement"), for up to 18 months following the Aggjtion, the unit holders of the 45.4% of Heska dyimg
we do not own (the "Imaging Minority") may repursleaour 54.6% interest in Heska Imaging at a premium
to our Acquisition purchase price under a call@ptive have granted the Imaging Minority. Throuigé t
first year anniversary of the Acquisition, suchueghase could have been made at 1.3 times ourgsech
price and following the first year anniversary loé tAcquisition and through the 18-month anniversdrhe
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Acquisition, such repurchase may be made at lrdéstiour purchase price. The Imaging Minority may
deliver any Heska shares resulting from and heldesihe Acquisition as consideration, with suchrehto
be valued based on market value, although nothess$5 per share. Furthermore, should Heska ik
appreciated significantly, the Imaging Minority mighot have to repay some or all of the cash we ipathe
Acquisition, or even deliver all the shares we égbkin the Acquisition. In addition, if our stockqe has
declined below $5 per share prior to the time @reise, we may not realize the full economic prem(d.45
at this point), or any premium, anticipated in tepurchase. Additionally, should our stock prieglohe
enough, we could be placed in a position wheredparchase is at an economic discount to our paecha
price. The Imaging Minority has agreed that if kle€orporation's stockholders approve the amendereht
restatement of the 1997 Stock Incentive Plan aR@i& Annual Meeting and the Wilson Grant is isstlee
Imaging Minority would waive its right to exerciiee call option discussed in this paragraph (sgeeAgdix
C for March 26, 2014 letter from Cuattro, LLC adshed to Jason Napolitano, Chief Financial Offider o
Heska Corporation).

Under the Operating Agreement, should Heska Imagiegt certain performance criteria, the
Imaging Minority has been granted a put optionetibss some or all of the Imaging Minority's positiin
Heska Imaging following the audit of our financ&tements in 2015, 2016 and 2017. Based on Heska
Imaginds current ownership position, this put option ca@duire us to deliver up to $17.0 million followgin
calendar year 2015, $25.5 million following calengear 2016 or $36.9 million following calendar yea
2017 — as well as 25% of Heska Imagsncash (any applicable payment in the aggregaie tefined as the
"Put Payment") to acquire the outstanding mindritgrest in Heska Imaging. While we have the right
deliver up to 55% of the consideration in our Puilommon Stock under certain circumstances, sodk st
is to be valued based on 90% of market value @redivery Stock Value™) and is limited to approxirabt
650 thousand shares in any case. If the DeliviagkSv/alue is less than the market value of ouriub
Common Stock at the time of the Acquisition, wendd have the right to deliver any Public Commonc&to
as consideration.

Under the Operating Agreement, should Heska Imagjiegt certain performance criteria, and the
Imaging Minority fail to exercise an applicable patsell us all of the Imaging Minorityposition in Heska
Imaging following the audit of our financial statents in 2015, 2016 and 2017, we would have a péibo
to purchase all, but not less than all, of the limgd/inority's position in Heska Imaging. Based on Heska
Imaging's current ownership position, exercising tall option could require us to deliver up to
$19.6 million following calendar year 2015, $29.4lion following calendar year 2016 or $42.4 millio
following calendar year 2017 — as well as 25% oskdelmagints cash (any applicable payment in the
aggregate to be defined as the "Call Payment"doige the outstanding minority interest in Heskeading.
While we have the right to deliver up to 55% of tdmmsideration in our Public Common Stock undetager
circumstances, such stock is to be valued bas@d%nof market value (the "Delivery Stock Value"ddsa
limited to approximately 650 thousand shares in@se. If the Delivery Stock Value is less thamnarket
value of our stock at the time of the Acquisitiare do not have the right to deliver any Public Camm
Stock as consideration.

Under and as defined in the Operating AgreemenyldiHeska Corporation undergo a change in
control prior to the end of 2017, the Imaging Mitwwill be entitled to sell their Heska Imagingitaito us
for cash at the highest call value they otherwmddhave obtained (the "Change in Control Paynment"
Heska Imaging meets certain minimum performanderd this will be $42.4 million - as well as 25%
Heska Imaging cash until at least the end of 2015.

Under the terms of the Operating Agreement, Hesiaging will be managed by a three-person
board of managers, two of which are to be appoibjedeska Corporation and one of which is to be
appointed by Mr. Wilson. In February 2014, Heskag@ratiors Board re-appointed Robert B. Grieve,
Ph.D. and Jason A. Napolitano as Heska Corporatappointees to Heska Imagsgoard of managers.
Dr. Grieve serves as Heska Corporasdexecutive Chair and Mr. Napolitano serves as Bl€xkporatiols
Executive Vice President, Chief Financial OfficadeSecretary. Dr. Grieve, Mr. Wilson and Mr. Nafzolo
are the current board of managers. Until the eraoli (1) Heska Corporation acquiring 100% of th@suof
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Heska Imaging pursuant to the puts and/or callsudised above or (2) the sixth anniversary of the
acquisition, Heska Imaging may only take the follogvactions, among others, by unanimous consetteof
board of managers: (i) issue securities, (ii) inguarantee, prepay, refinance, renew, modify terekdebt,
(i) enter into material contracts, (iv) hire @riinate an officer or amend the terms of theirlegmpent, (v)
make a distribution other than a tax or liquidatitistribution, (vi) enter into a material acquisitior
disposition arrangement or a merger, (vii) leasaaguire an interest in real property, (viii) corivar
reorganize Heska Imaging, or (ix) amend its cedife of formation or the Heska Imaging Agreement.

Since January 1, 2012, the Company has not beartiaipant in any transaction with a related
person other than described above and the inderatidn agreements described below.

Indemnification agreements with officers and dirext
Our Certificate of Incorporation and our Bylaws yide that we will indemnify each of our Directors

and Executive Officers to the fullest extent petedtby the Delaware General Corporation Law. Fuytive
have entered into indemnification agreements waitheof our Directors and Executive Officers.
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EXECUTIVE COMPENSATION
Compensation Discussion and Analysis
Executive Compensation Objective and Philosophy

The Compensation Committee of Heska Corporatiooar@of Directors (the "Committee™)
administers our executive compensation programeatablishes the salaries of our Executive Officdilse
ultimate objective of our executive compensatiamgpam is to attract, retain and reward executivies will
enhance the value and profitability of Heska Caagion ("Heska" or the "Company") and increase
stockholder value. The Committee strives to prexidmpetitive compensation opportunities with the
ultimate amount of compensation received tied figamtly to short-term and long-term Company
performance. Inherent in our approach is the phjpby that compensation can align behavior andrasti
with stockholder interests, attract and retainrgjes executives and thus create value for stockinslover
time. The Committee's goal in executive compeannas to design and administer programs that lesses
these ends.

What is Heska's Executive Compensation Program Dagied to Reward?

The Committee develops our executive compensatiogrgms to reward Executive Officers for their
contribution to Heska's financial performance amcetognize individual initiative, leadership, anlément
and other contributions. An effective compensapioygram will reward executives for working well
collectively as well as for strong individual perftance.

What are the Elements of Heska's Executive Compensan?
Our compensation program is designed to rewardifdarlocking aspects of executive performance:

* Annual financial performance: rewarded primarilyoingh the awards paid under the
Management Incentive Plan ("MIP");

* Individual contribution: rewarded primarily througjne setting of base salary and annual MIP
targets;

» Long-term gains in stockholder value: rewarded grity through the equity incentive program;
and

» Continued service to the Company; rewarded prim#niough base salary, equity award
requirements and vesting and competitive benefitsls.

Why Does Heska Choose to Pay Each Element of Exeimgt Compensation?

Base salary.Base salaries are set on an annual or otherdiehasis and designed to reflect competitive
market salaries for each position. They are atsalun determining the basis for bonus targetsimvtiP
discussed below.

Performance-based incentive compensatidhis form of compensation is based on the achieve of
predetermined financial, project, research or otlesignated objectives. This form of compensatqgaid
to reward near-term performance (i.e., no longen tihe coming year) and encourage Executive Offitter
optimize immediate opportunities. In recent yearsMIP has been offered to Executive Officers atier
managers to provide a performance-based incentive.

Long-term equity compensatioithis form of compensation is designed to encaaithg achievement of
superior financial results over an extended peofdtme and align the interests of stockholders and
Executive Officers. Itis intended to ensure tBatcutive Officers make thoughtful decisions alibet
Company's future and long-term prospects.
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Other benefits, compensation or arrangeme@sher than broad-based programs open to all grepi
such as participation in our 401(k) program andlegge stock purchase plan, this category tends taskd
rarely. All of our Executive Officers have emplognt agreements. An Executive Officer's extraomyina
performance or participation in an unanticipatedezvor may occasionally trigger such an awardim th
category.

Determination of Compensation Elements

In reviewing the compensation of our Executive €Hfs, the Committee reviews the nature and
scope of each Executive Officer's responsibiliiesvell as his or her effectiveness in that rokian
supporting the Company's long-term goals. Hedka&sd of Directors (the "Board") formally evaluates
Chief Executive Officer (our "CEQ"). Our CEO commicates his view of the performance of other
Executive Officers to the Committee and makes renendations regarding salary, incentive-based
performance compensation and long-term compensgtaorts for the Committee's consideration. The
Company has a performance appraisal system itasaluate its employees, including Executive ¢2ifs,
which Dr. Grieve considers, potentially along watther information, such as third-party intervieviis o
Company employees who interact with the Companyéciive Officers. In the past several years,\doe
President of Human Resources and/or our Contriotlercompiled and/or presented data discussed lietow
the Committee's consideration of the different cengation elements. The Chief Financial Officer (ou
"CFQ") has also met with the Committee to commuiei@a issues of interest to the Committee, inclgdin
the accounting implications of various compensatitbernatives and information on our financial gan
expectations and historical results for the Conealt consideration.

The Committee has considered it appropriate, atideifbest interests of Heska's stockholders, to
endeavor to set our overall Executive Officer congagion near the mid-point of the range of compaime
the comparison group it reviewed ("Comparable Corigs). The Committee also reviews the relative mi
of compensation paid by Comparable Companies ®assa guideline. It is the sense of the Committate
performance-based incentive compensation has le¢aively lower and long-term equity compensation
relatively higher than for Comparable Companiese afticipate the Committee will continue to exexats
discretion regarding the relative mix of compernsatind may even move to a greater emphasis ortéong-
equity compensation. The Committee views the ifiee between the compensation of our CEO and our
other Named Executive Officers as largely a reitecof competitive market practices and the CEQO's
responsibility for all Company operations and nog aompensation philosophy specific to Heska. In
compensation matters, the Committee reviews retéméormation and makes a case-by-case determimatio
relying on its collective judgment and experience.

The Committee engaged an outside compensation ltamis(the "Consultant") in the second half of
2010 and received a report on executive compemstitm the Consultant in December 2010. The
Committee also engaged the Consultant in 2011, 36d2013. The Committee viewed the Consultaanas
advisor only, and the Committee retained the dismré¢o implement or not implement the Consultant's
suggestions. Other than services related to Riregmpensation in 2012, the Consultant did notideoany
other services to the Company in 2010, 2011, 202D13.

The Committee considers compensation data from aarap in medical, biotechnology and general
industry groups that have similar revenues, vedgyifocus and/or are in a similar stage of develepinto
Heska. In 2010 and early 2011, the Committee vesdlecompensation data for the following companges a
part of its review of Executive Compensation: Alsa¥ikron, Array Biopharma, Hi Tech Pharmaceuticals,
ISTA Pharmaceuticals, Lannett, Natural Alternati\®ZEN, Progenics Pharmaceuticals, Quidel, Sasitaru
and XOMA. In 2011, the Committee reviewed comp&nradata for the following companies as part sf it
review of Executive Compensation: Abaxis, Akronradr Biopharma, Hi Tech Pharmaceuticals, ISTA
Pharmaceuticals, Lannett, Natural Alternatives, BRZProgenics Pharmaceuticals, Quidel, Santarus, an
XOMA. For 2012 and 2013, the Committee revieweghgensation data for the following companies as part
of its review of Executive Compensation: Abaxislo&lTherapeutics, Array Biopharma, Astex
Pharmaceuticals, Cornerstone Therapeutics, CunmgeRharmaceuticals, Depomed, DURECT, DUSA
Pharmaceuticals, Lannett, Natural Alternatives, $tem, Pernix Therapeutics Holdings, POZEN, Progenic
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Pharmaceuticals, Quidel, XOMA and Zogenix. The @utiee also reviewed summary compensation data
based on company size for each year.

Base Salary. The Committee reviews each Executive Officersebsalary annually. When
reviewing base salaries, the Committee considaergpeasation data from companies in medical,
biotechnology and general industry groups that lsawdar revenues, veterinary focus and/or aresimalar
stage of development to Heska. Consideratiorsis given to prior performance, relevant experietees|
of responsibility and skills, and abilities of ed€kecutive Officer. Similar positions are groupiegnsure
both internal equity and external equity. The Catige reviews relevant information and makes a-tgse
case determination relying on its collective judgirend experience.

In February 2011, the Committee reviewed marked datbase compensation and executive
compensation practices, noted management's penficama 2010, and decided upon the following base
salaries for the Named Executive Officers. The @uitee also discussed potential performance-based
increases later in 2011 for Dr. McGinley and Mr piditano.

Name Annual Salary Percent Increase
Robert B. Grieve, Ph.D. $462,000 5.0%
Michael J. McGinley, Ph.D. $265,000 8.2%
Jason A. Napolitano $263,400 1.3%

In February 2012, after reviewing and consideriggvant data, including input from Dr. Grieve, the
Committee agreed to the following base salaridectife February 2012.

Name Annual Salary Percent Increase
Robert B. Grieve, Ph.D. $475,860 3.0%
Michael J. McGinley, Ph.D. $300,105 5.3%
Jason A. Napolitano $271,302 3.0%

In September 2012, the Committee considered a mamag recommendation in consideration of the
Company's financial performance that called foinueases in the base salaries of the Companysukxe
Officers. The Committee accepted this recommeaddtllowing a discussion, noting that they considie
all Heska Executive Officers to be at, or near tthigeted 56 percentile of their respective salary ranges.
Accordingly, there were no further changes in tasebsalaries of our Executive Officers.

In February 2013, our Board of Directors approvedAcquisition of Cuattro Veterinary USA, LLC.
As part of the Acquisition, Steven M. Asakowicz aee Executive Vice President, Companion Animal
Health Sales at a base salary of $175,000 pemygavant to an employment agreement with the Coynpan
and Rodney A. Lippincott became Executive Vice Blexst, Companion Animal Health Sales at a baseysala
of $175,000 per year pursuant to an employmenteageat with the Company.

In September 2013, the Committee considered aneagg management's proposal that executive
officers receive no increase in base salary fod20ith exceptions to be considered by the Committean
as necessary basis.

Performance-Based Incentive CompensationThe Company first adopted an MIP in 1999 to
provide incentives to our Executive Officers, othenagers and key employees to meet and exceeghcert
predetermined annual goals. Target annual incesmitwd specific performance criteria are estaldigtaeh
year by the Committee, with the actual payout basethe extent to which the specified performanieria
are met. We believe this approach provides a gtimeentive for our management to achieve the gtate
annual goals. An example of the incentive cangas svhen comparing the cash levels of the 2011 MIP
Payouts to zero 2012 MIP Payouts and significdonther 2013 MIP Payouts in the "Non-Equity Incentive
Plan Compensation" column of the "Historical Congagion Table" below. In late 2005, the Committee
adopted the Management Incentive Plan Master Doet(tiee "Master Document"). A goal of the Master
Document is self-funding status for the MIP in @iyen year. A given year's MIP can be implemeirtgd
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the Committee agreeing on four parameters: 1) ttedgory Percentages - the percent of salary, asgb
category, that determines an individual's targetiis compensation, 2) the Plan Allocation - agjiné in
determining the MIP Payout to an individual, suslitee relative weighting of companywide and indixat
performance, 3) the Key Parameters the MIP Payaretto be based upon and 4) the Payout Structure by
which MIP funding is accrued. Typically there heen a cap on the MIP of approximately at leas¥d.660
target payout to all employees, although this israquired in any given year. Each individual bddIP
Payout "target" and this is intended as a guideli@ar CEO will generally make recommendationdto t
Committee regarding MIP Payouts to other MIP Plartipipants; all awards under the MIP Plan arénat t
discretion of the Committee. All Executive Offisare eligible for the 2014 MIP. We do not belieue
compensation policy for our Executive Officers, eafes force or our other employees are reasotikély
to have a material adverse effect on our Compaitg.generally pay our sales force commissions based
sales volume and other targets, which we belietgpisal in our industry.

In considering the 2011 MIP, the Committee conside¢he Board's desire that the Company achieve
growth. The Committee decided to design half efMiP based on a share of operating income above a
given level, as in the past. The second half eMHP was to be based on the achievement of certain
milestones Company management had identified asriant to achieve future growth. After consideriang
Board presentation in February 2011 regarding piatestrategic areas for the Company to grow, Cotta®i
members worked with Executive Officers to choose 8uch milestones for inclusion in the 2011 MIR.
March 2011, the Committee adopted the 2011 MIP tghfollowing parameters:

Parameter Result
Category Percentages Chief Executive Officer — 50%
All other eligible Executive Officers — 35%
Plan Allocation 50% Company Financial Performan66% Company Achievement of
Strategic Growth Initiatives ("SGI")
Key Parameters Pre-MIP Operating Income and Siagpwth Milestone Achievemen
Payout Structure Funding starts at $1.5 millio#-MIP Operating Income

18.8% share of every additional $1 in Pre-MIP Ofiegalncome
$105K payout for achievement of each of 5 SGI rtoless if at least
$1.5 million of Pre-MIP Operating Income
MIP Capped at $1.3125 million (150% of targetedquayor Pre-MIP
Operating Income and 100% achievement of SGI Miless)

As an example, if Heska had approximately $3.176amiin Pre-MIP Operating Income, as defined,
and had met 3 SGI milestones, there would have dpproximately $630 thousand available under thie Ml
for the Committee to distribute among plan partaigs. This represents a plan funded at 60% oétarg
Dr. Grieve's 2011 target salary was $462,000 asdbingeted payout was $231,000 (50% of $462,0003
60% MIP-funded plan, his funded targeted payoutld/be $138,600 (60% of $231,000). This is a gungel
only, however, as the Committee retains discreticadjust this number as circumstances dictate.

At a Committee meeting in December 2011, the Cotemiteviewed the Company's
accomplishments regarding MIP SGI milestones ameroiéned it was appropriate to include 100%
achievement of SGI Milestones in MIP funding. AEammittee meeting in February 2012, the Committee
determined MIP plan participants' MIP Payouts basedn MIP funding level of slightly above 100% of
target. Variances in individual MIP Payouts vertargeted levels are based on the Committee's afew
individual performance. The MIP Payouts to MIRzi#dle Named Executive Officers are listed as "Non-
Equity Incentive Plan Compensation” in the "Sumnfagynpensation Table" below.

In considering the 2012 MIP, the Committee congidehe Company's 2011 performance and the
Board's desire that the Company achieve growtle Jdmmittee decided to use a similar structuréeo t
2011 MIP with a 50/50 weighting of financial perfwaince and strategic growth initiatives. Three 28G2
milestones are related to the launch of new pradaicti one is related to sales force productivity.
February 2012, the Committee adopted the 2012 Mt tive following parameters:
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Parameter Result

Category Percentages Chief Executive Officer — 50%
All other eligible Executive Officers — 35%
Plan Allocation 50% Company Financial Performang8% Company Achievement of
Strategic Growth Initiatives ("SGI")
Key Parameters Pre-MIP Operating Income and Sia&gpwth Milestone Achievemen
Payout Structure Funding starts at $3.579 millibRm@-MIP Operating Income

16.2% share of every additional $1 in Pre-MIP Ofiegalncome
$144.75K payout for achievement of each of 4 SAeMones if at least
$3.579 million of Pre-MIP Operating Income
MIP Capped at $1.4475 million (150% of targetedquayor Pre-MIP
Operating Income and 100% achievement of SGI Miless)

The Company performed well below expectations ih220The Company's Pre-MIP Operating
Income was well short of the $3.579 million reqdite begin funding the 2012 MIP. Accordingly, ndfiV
Payouts were made under the 2012 MIP.

At a Committee meeting in February 2013, the Conemitonsidered alternatives for the Company's
2013 MIP. It was agreed that the 2013 MIP was ebtgueto be similar in design and magnitude to doent
past, but that it was best to defer finalizationhaf details of the 2013 MIP due to the then pandin
Acquisition of 54.6% of a digital imaging compangommittee members felt that the Acquisition was
strategically critical and properly aligning intete of Executive Officers and other employees pigicig
through the MIP, was important to its success. ofdingly, the Committee asked management to maka 20
MIP recommendations with these goals in mind follaythe closing of the Acquisition and as managdmen
worked to optimize the benefits of the Acquisitiofhe Committee had in-person discussions with
management at the time of a previously scheduleddBmeeting to be held in the last week of April20
At a follow-up meeting in May 2013, the Committggoeoved the Category Percentages, the Plan Allmtati
the Key Parameters, including specific Growth &tities, as well as certain aspects of the PayouttBte.
The 2013 MIP was adopted with the following parasreet

Parameter Result
Category Percentages Chief Executive Officer — 50%
All other eligible Executive Officers — 35%
Plan Allocation 75% Company Financial Performan26% Company Achievement of
Strategic Growth Initiatives ("SGI")
Key Parameters Pre-MIP Operating Income and Siagpwth Milestone Achievemen
Payout Structure Funding starts at $2.0 millioPc#-MIP Operating Income

50% share of every additional $1 in Pre-MIP Oparatncome
$304.25K total payout for achievement of each 8(G3 Milestones (50%
30% and 20% of total, respectively) with no prdfitay test
MIP Capped at $1.369 million (150% of targeted payor Pre-MIP
Operating Income and 100% achievement of SGI Miless)

At a Committee meeting in November 2013, the Conemiteviewed the Company's
accomplishments regarding MIP SGI milestones aneragned it was appropriate to include 100%
achievement of SGI Milestones in MIP funding, whicinslated to an average MIP Payout equal to
approximately 25% of target. The MIP Payouts té*Mligible Named Executive Officers are listed Noh-
Equity Incentive Plan Compensation" in the "Summ@oynpensation Table" below for Dr. Grieve,

Dr. McGinley and Mr. Napolitano. Both Mr. Asakowiand Mr. Lippincott received $13,134 in MIP
Payouts for 2013.

In addition to MIP participation, under their emyrteent agreements approved by our Board in
February 2013, both Mr. Asakowicz and Mr. Lippirtcate eligible for variable performance commissitors
successful sales revenue and margin achievemegeted, to be earned under separate schedule, from
between $50,000 and $125,000. The Committee disdube structure of these payouts at its September
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2013 meeting. These commissions are included an“BElquity Incentive Plan Compensation” in the
"Summary Compensation Table" below. Mr. Lippinadtned $120,833 and Mr. Asakowicz earned
$114,846 and in such commissions in 2013.

The Committee considered various alternatives to@rage profitability and growth at an in-person
meeting in February 2014 and agreed upon Pre-Mig&ipg Income and Revenue as Key Parameters for
the 2014 MIP. At atelephonic meeting in March£20he Committee adopted the 2014 MIP with the
following parameters:

Parameter Result
Category Percentages Robert B. Grieve/Kevin S.dNils per respective employment contracts
All other eligible Executive Officers — 35%
Plan Allocation 75% Company Performance/25% IndigidPerformance
Key Parameters Pre-MIP Operating Income and Revenue
Payout Structure Funding starts at $2.0 millio#-MIP Operating Income

50% share of every additional $1 in Pre-MIP Oparmathcome
2.5% share of every additional $1 in Revenue al$&gmillion, if Pre-
MIP Operating Income is $3.25 million or more
MIP Capped at $1.8 million

We anticipate Dr. Grieve's Category Percentagkar?014 MIP to be 40% based on his final
employment agreement signed on March 26, 2014.Wilson's employment agreement signed on
March 26, 2014 calls for Mr. Wilson not to recease MIP Payout for time served as Chief Executivioof
under the employment agreement if our stockholdppsove the amendment and restatement of the 1997
Stock Incentive Plan at the 2014 Annual Meeting tredwilson Grant is issued. In this case, Mr.Sifil's
Category Percentage would be approximately 8.76%ur stockholders do not approve the amendmetit an
restatement of the 1997 Stock Incentive Plan aR@i& Annual Meeting, Mr. Wilson is to receive g paise
as well as participation in the Company's 2014 stiR Category Percentage of 50% for time servethaef
Executive Officer under the employment agreemémthis case, Mr. Wilson's Category Percentage @oul
be approximately 46.25%.

In the table named "Grants of Plan-Based Awardivipewe list potential payouts under the 2014
MIP to Named Executive Officers, under "EstimatediFe Payouts Under Non-Equity Incentive Plan
Awards." All "Threshold" MIP Payouts assume a Z€ii® Payout due to performance at a baseline level.
All "Target" MIP Payouts are as defined above. TWiaximum" MIP Payouts represent pro rata MIP
Payouts rounded up to the next whole thousandrdpb@suming our stockholders approve the amendment
and restatement of the 1997 Stock Incentive Plamea2014 Annual Meeting and the Wilson Grant $siésl,
and the capped level of funding is achieved. ftassible the Committee may decide to pay a Named
Executive Officer greater than this amount, althotigs did not occur in 2006 when the 2006 MIP Plan
reached its capped funding level. In addition,Mor Lippincott and Mr. Asakowicz, "Threshold"
commissions are at the bottom of the indicatedrectual range, "Maximum" commissions are at theafop
the indicated contractual range and "Target" corsimins are at the mid-point of the two.

Long-term Equity Compensation Historically, we have used stock options to eMong-term
equity compensation to our Executive Officers. Tmenmittee is responsible for determining the numbe
and terms of options, or other forms of long-texquity compensation, to be granted to Executivedefs,
taking into account such factors as individual @aednpany performance, policies regarding cash
compensation and practices of Comparable Compagsions granted to Executive Officers have exserci
prices equal to fair market value (closing pricethe time of grant and expire within ten yearsrirthe time
of grant. Any vesting ceases and the vested podii@ptions must be exercised within a certairiqaer
should an Executive Officer leave Heska's sengabjéct to any rights to partial acceleration aftirey upon
termination without cause under employment agre¢sherccordingly, option grants will provide auet
to an Executive Officer only if said Executive @#r continues to work for the benefit of the Compand
only if Heska's market price per share appreciates the option term. We believe that these pionshelp
both to retain qualified employees and to motith&am to achieve long-term increases in stock value,
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providing continuing benefits to the Company aisdsibckholders beyond those in the year of gr8tack
options grants generally have had 4-year monthdyirvg when granted, although this practice coulhge
in the future. While it appears stock options welinain the core component of long-term equity
compensation in the near future, it is possibleGhenmittee will choose to use restricted stockricted
stock units, some other form of long-term equitynpensation or some combination of the foregoind wit
without stock options in the future. The Committe@y choose to use a greater share of equity icuéive
compensation than in the past.

In December 2010, after receiving input from then§ldtant and reviewing relevant data, the
Committee approved a grant of stock options tcage®fficers of the Company. The Committee congde
individual performance as well as overall corporaegormance. Shares underlying option grants were
slightly below or at the same level as in 2009 whejusted to reflect our December 2010 1-for-1@ree
stock split.

In December 2011, after reviewing relevant data,Gommittee approved a grant of stock options to
certain Officers of the Company. The Committeestdered individual performance as well as overall
corporate performance. Grants were generally aboe¢the same level as in 2010.

In December 2012, after reviewing relevant data,Gbmmittee approved a grant of stock options to
certain Officers of the Company. The Committeestdberation's included individual performance, ollera
corporate performance, the fact that Executived®ffsalaries were considered frozen and the fathih
2012 MIP Payout was expected to occur. Grants gemnerally above or at the same level as in 2011.

In February 2013, Mr. Napolitano was awarded aioogirant due to his performance in negotiating
the Acquisition. Mr. Lippincott and Mr. Asakowicgceived option grants as new Executive Officeidenn
the Acquisition. In November 2013, the Committesed that Heska Executive Officers were to receive
raises in 2014 and that the MIP Payouts were vedthvo target. The Committee decided to grant Exeeut
Officers larger than typical grants in light of tbaesh implications of flat salaries and relativatyall MIP
Payouts recently. The Committee awarded optiontgrigsted in "Grants of Plan-Based Awards" below.

Other Benefits, Compensation or Arrangements

"All Other Compensation” in the "Summary Compermaiiable" below represent matching funds
received by each of our Named Executive Officedenrour 401(k) plan, which is open to all employess
well as life insurance and short-term and long-tdisability premiums. We have historically provitde
25% match of 401(k) contribution limits (up to ateen maximum).

All of our Named Executive Officers had employmeantracts in 2011, 2012 and 2013, with the
exception of Mr. Lippincott and Mr. Asakowicz whaied the Company in February 2013 and signed an
employment agreement with the Company in Febru@iy32 These employment agreements entitle Named
Executive Officers to payments based on salarytimaing medical benefits for a given period and
immediate vesting of unvested options in certaiouwhstances. Payments based on salary are typjpead
monthly. The Committee believes these are comimndime with the experience of the Committee for
executives at other companies and are intendexbtade Executive Officers with additional resourtes
seek a comparable job, which is unlikely to bepad@rocess given the level of employment, in thessgain
circumstances, such as an acquisition. At yea2éd@, Dr. Grieve was also entitled to payout based
bonus targets in certain circumstances, such asrtation without cause, as well. Dr. Grieve sigaatkw
employment contract on March 26, 2014 which reglabe employment contract in place at year end 2013
See "Grieve Employment Agreement and ConsultingeAgrent” below for more detail. These employment
contracts are intended to provide the Named Exez@ificers with protections appropriate for, andine
with, those received by comparable executives mipemies similar to Heska. Periodically, we revibese
agreements versus market benchmarks. Such a resdsweonducted in late 2010 and early 2011.
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Transition of Chief Executive Officer Role

Our Board of Directors has expressed a high degjregerest in focusing the Company on growth
opportunities for several years. Cognizant of #rid following discussions with Mr. Wilson, Dr. @vie
raised the possibility with other Board memberblavember 2013 of Mr. Wilson becoming Chief Execetiv
Officer, with Dr. Grieve acting in an Executive @maan role for a transition period. Dr. Grieve emthe
very positive commercial impact Mr. Wilson had maahethe Company in less than a year as Presiddnt an
Chief Operating Officer, as well as Mr. Wilson'perience in generating strong growth at his pranpany,
Sound Technologies, Inc. Following discussionsdifigence by the Committee as well as individuab&l
members, the Board discussed this notion in deh &-person Board meeting on February 19, 204 a
decided to proceed. The Board discussed the whartneeds of the Company with such a change,dimgju
the need for strong corporate governance due tpdtential conflict of interest for the Imaging Mirity,
including Mr. Wilson, during the period in whichethmaging Minority holds an option to sell its irgst in
Heska Imaging to Heska Corporation, as well agldsire to have Mr. Wilson focus on commercial nrajte
rather than investor relations, in the short tefithe Board also discussed the potential longer temnefits of
Dr. Grieve's judgment, experience in running a sar@mal health public company, industry contactd a
scientific acumen. The Board decided Dr. Grieke@wledge of the Company and the history and
relationship with the Imaging Minority as well agperience in managing investors and knowledge ef th
Company's investor base were a strong fit withGbhmpany's short-term needs. The Board decided a
consulting contract following a three-year employtriierm was the best way to access Dr. Grievesnpiat
contribution for the longer term. During an exé@geitsession of the Board on February 19, 2014, avher
Dr. Grieve was not present, the Board voted foutdbéne (1), with Ms. Wrenn in dissent, to offer
Dr. Grieve a new employment agreement and a cangugreement with certain economic terms. The
Board also authorized Mr. Aylesworth to negotiatthvidr. Grieve to finalize these agreements.

Mr. Aylesworth was ultimately able to obtain agresrnwith Dr. Grieve on March 26, 2014 for contradtu
arrangements with economics substantially simdahée terms proposed on February 19, 2014. Latdre
day on February 19, 2014, the Committee met andimuausly agreed to offer Mr. Wilson a new
employment agreement with certain economic teriiee Committee also authorized Mr. Gordon to
negotiate with Mr. Wilson to finalize this agreerheMr. Gordon was ultimately able to obtain agreaein
with Mr. Wilson, which was approved by the Comnetia a telephonic meeting on March 25, 2014.

Mr. Wilson and Mr. Aylesworth signed the resultiagreement one day later, on March 26, 2014.

Grieve Employment Agreement and Consulting Agreemen

The Committee hired the Consultant to advise oretiikive Chair" compensation. The Consultant
provided a report on Executive Chair compensatmniyding data such as a ratio of Executive Chair
compensation as a percent of Chief Executive Qftoenpensation for the following companies: Allgpesri
Healthcare, Aviat Networks, Bio-Rad Laboratoriesn&core, Daktronics, EMCORE, Finisar, Genomic
Health, Integrated Silicon Solution, INTEST, Lindachnology, Neonode, Qlogic, QuickLogic, Syntel,
Tellabs and VOXX International. In proposing terfosand negotiating Dr. Grieve's new employment
agreement, the Board was aware that, if he welbe teplaced as CEO, Dr. Grieve had the right tglkyim
resign and collect certain severance, benefitsaandlerated vesting of equity under his then axjsti
employment agreement, and therefore a more atteaptickage would be required to retain Dr. Grieve's
services. Dr. Grieve indicated he was interestealpackage which was more restricted stock-weigtitan
the Company had utilized historically. Membershef Board and the Committee ultimately felt thag th
would best align Dr. Grieve's interest with stodkleo interest.

Dr. Grieve agreed to an employment agreement Wwatdallowing components on March 26, 2014.
The term of Dr. Grieve's employment agreement exgire on April 30, 2017. Beginning immediately
following the filing of the Company's 10-K, whiclt@irred on March 31, 2014, Dr. Grieve is to seve a
Executive Chair of the Company for a monthly badary of $39,655 through April 30, 2014, $27,756nfr
May 1, 2014 to April 30, 2015, $24,500 from May2D15 to April 30, 2016 and $21,000 from May 1, 2016
to April 30, 2017. The declining salary over tinedlects the Board's expectation that Dr. Grieveilo
transition an increasing level of investor relasgrlated and other responsibilities to Mr. Wilsawer time.
Our Board agreed to nominate Dr. Grieve for electma three-year term as director at the 2014 Ahnu
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Meeting. In lieu of the severance payments, benafid accelerated vesting of equity he could otiser
have received under his then current employmermesgent, and cognizant of the time value of money,
Dr. Grieve was to receive a one-time cash paymiefi} $475,000 thousand (the "Termination Paymeatt)
April 30, 2017 and (ii) $350,000 in shares of restd stock which is to vest in full on April 30027, subject
to the terms and conditions of the related awardeagents. On March 26, 2014, 40,000 shares ofatest
stock were granted to Dr. Grieve based on thergiosiarket price on that day pursuant to this retstli
share grant. Dr. Grieve is eligible to participmt¢he Company's 2014 MIP with a Category Pergentd
40% (50% for the first four months of the year &&@6 for the last eight months of the year). In la MIP
participation in 2015 and 2016, Dr. Grieve agreereteive $50,000 and $25,000, respectively, ineshaf
restricted stock which is to vest in full on Ap8iD, 2017, subject to the terms and conditions efétated
award agreement. On March 26, 2014, 5,715 shark2,857 shares, respectively, of restricted stosie
granted to Dr. Grieve based on the closing markeen that day pursuant to these restricted Siares.
Other than in special circumstances, Dr. Grieveisto receive periodic equity grants normally msmle
executives of the Company. In lieu of such grabtsGrieve received 15,000 shares of restrictedkson
March 26, 2014 which is to vest in full on April 32017, subject to the terms and conditions of¢feted
award agreement. Dr. Grieve is to devote suchkasiefforts and time as Dr. Grieve shall reasgnabl
determine are required to carry out his dutiess ot intended that the role of Executive Chairalfull-time
position. Other than as described above, Dr. @rihall be eligible to participate in the healtd ather
benefit programs generally available to the Com{salByecutive Officers. Should Dr. Grieve resign fo
Good Reason, as defined in the employment agreemelné terminated without Cause, as defined in the
employment agreement, or due to Dr. Grieve's deatlisability, he shall be entitled to (1) acceteda
payment of the Termination Payment within ten dagseof, (2) continued monthly payments equal & th
base salary Dr. Grieve would have been entitlathtter his employment agreement until the earligkpdl
30, 2017 or twenty-four months from the date ofgmation or termination, (3) continued benefits for

Dr. Grieve and his eligible dependents through IA30i 2017 or an earlier date of employment by beiot
employer providing comparable benefits, (4) a @i@d MIP Payout as may have been earned underlthe M
and (5) accelerated vesting of all or some of fbeementioned awards of shares of restricted stock,
depending on the date of resignation or termination

We also executed a consulting agreement with Dev@ron March 26, 2014. This consulting
agreement is to be effective upon the time Dr. ¥&'gemployment agreement with us expires or is
terminated for any reason and is to continue foerod of five years with Dr. Grieve serving as an
independent contractor consultant to the ChaihefBoard of the Company, or to the Chief Executiicer
at the Chair's request, at an annual consultingff&400,000. Dr. Grieve is to assign all Creaiand
Intellectual Property Rights in Works of Authorshiis defined in the consulting agreement, to thagzmy
throughout the term of the consulting agreemerd,lmnsubject to customary non-competition and
nonsolicitation language under the consulting ageze. Under the consulting agreement, Dr. Grisve i
participate in the health benefit programs gengialhilable to the Company's Executive Officersiameive
equivalent benefits if ineligible, but shall not &eible to participate in those benefit prograamailable to
employees for which an independent contractoralgible.

Wilson Employment Agreement

The Committee hired the Consultant to advise onWilson's compensation as Chief Executive
Officer and President. Mr. Wilson expressed argtnareference for upfront restricted stock grantseiu of
other forms of compensation. The Consultant advasmajority of such compensation be subject ttivgs
based on performance. Members of the Board an@dhemittee ultimately felt that this would besgali
Mr. Wilson's interest with stockholder interest.

Mr. Wilson agreed to an employment agreement visghfollowing components on March 26, 2014.
The term of Mr. Wilson's employment agreement isxpire on March 26, 2018. Beginning immediately
following the filing of the Company's 10-K, whiclt@urred on March 31, 2014, Mr. Wilson is to serse a
Chief Executive Officer and President of the Conypfon an annual base salary of $275,000. Our Board
agreed to nominate Mr. Wilson for election to ae#hyear term as director at the 2014 Annual Meetig
well as for future election when Mr. Wilson's thexisting term is set to expire. Mr. Wilson is dig to
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participate in the MIP based on service from Jan@af014 to March 31, 2014 at a Category Percerg
35%. Pursuant to the employment agreement, thep@oyngranted Mr. Wilson 110,000 shares of restiicte
stock (the "Time Grant") which are to vest as fako subject to the terms and conditions of theedlaward
agreement: (i) 27,500 shares on the six month arsavy of the employment agreement on September 26,
2014 and (ii) 27,500 shares on each succeedingghanniversary of March 26, 2015, March 26, 201d an
March 26, 2018. Other than in special circumstanbtr. Wilson is not to receive periodic equity s
normally made to executives of the Company.

In addition, the Company agreed to propose for@agroy its stockholders a 130,000 share increase
in shares authorized for issuance under its 198¢kShcentive Plan (the "Share Increase") at its420
Annual Meeting and, if approved, to make a 130 §lire restricted stock grant to Mr. Wilson (the ritcact
Grant"). The Contract Grant, subject to the teamd conditions of the related award agreementvesbin
ten (10) performance-based tranches — five of warelto be based on the market price of the Con'pany
common stock reaching targeted thresholds based0rtrading day trailing average and five of which to
be based on Adjusted EBITDA, as defined in the egtpent agreement, reaching certain targeted
thresholds. If the Share Increase is not appréwéide stockholders, Mr. Wilson's salary would awatically
be increased to $400,000 and Mr. Wilson would imgl#¢ to participate in our MIP with a Category
Percentage of no less than 50% for the time ofédvigice as Chief Executive Officer. So if the &har
Increase is not approved, the percent of salarng tesdetermine Mr. Wilson's MIP target would be2886
(three months at 35% and nine months at 50%) id 20 50% for the remaining contract term. If 8hare
Increase is approved and the Contract Grant madgércent of salary used to determine Mr. WilsbHiR
target would be 8.25% (three of twelve months & Bk 2014 and 0% for the remaining contract term.

Under the employment agreement, Mr. Wilson is teotke full business time hours, as well as other
such attention, skills, time an business effortheéoCompany as are necessary to act as Chief t&x@cu
Officer and President; provided, however, that Wilson may perform part-time management activitegs
Cuattro, LLC, Cuattro Software, LLC, Cuattro MedjdaLC, and Cuattro Veterinary, LLC as long as such
services do not adversely affect Mr. Wilson's ddtigns to the Company. With the exception of thedal
periodic equity grants to executives of the Compamy the MIP if the Share Increase is approvediaad
Contract Grant made, Mr. Wilson will be eligiblegarticipate in other benefits offered to otherisen
executives of the Company, including any Comparonspred 401(k) or retirement plan, in accordandk wi
(and subject to the legal limitations of) beneférns, policies and arrangements that may exist fioma to
time. Should Mr. Wilson resign for Good Reasom®terminated without Cause (other than in a cdiorec
with a Change of Control) or be terminated due toWilson's death or Disability, with capitalizestins
having the defined meaning in the employment agesgnie is to be entitled to a payment of an amount
equal to six months' base salary. Additionallygdtd Mr. Wilson be terminated without Cause (ottiem in
connection with a Change of Control), with capitati terms having the defined meaning in the empéoym
agreement, he is to be entitled to the vestingp@iQontract Grant if the aforementioned marketepoic
Adjusted EBITDA thresholds are reached within 189<after such termination. Should Mr. Wilson gesi
for Good Reason or be terminated without Causemmection with a Change of Control, with capitadize
terms having the defined meaning in the employragreement, of the Company, Mr. Wilson is to be
entitled to (1) a payment of an amount equal tonbaths' base salary, (2) the vesting of a portich®
Time Grant shares based on the amount of time démviae current vesting period preceding the fiéxte
Grant vesting date as a percent of the total leafithe current vesting period, (3) the vesting®edftain
Contract Grant shares if the consideration pattténChange of Control reaches one or more of the
aforementioned market price thresholds, and (4y#s¢ing of certain Contract Grant shares if thgusigdd
EBITDA for the Company for the twelve-month periedding on the last day of the month immediately
preceding the Change of Control reaches one or ofdtree aforementioned Adjusted EBITDA thresholds.

Compensation Tax Deductibility

The Committee is also sensitive to, and tries tindpe, tax implications. It is our policy gendyal
to qualify compensation paid to Executive Officensdeductibility under Section 162(m) of the Imtal
Revenue Code when possible. The Company has daetrainew Management Incentive Plan Master
Document (the "MIP Master") designed to qualify gmnsation paid to Executive Officers for dedudtipil
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under Section 162(m) of the Internal Revenue Cadaraing the shareholder vote to approve at the 2014
Annual Meeting. Even if so approved, the MIP Masteuld not have a potential tax impact until
implemented in MIP Plan Year 2015 at the earli¢tdwever, the Committee reserves the discretigrato
compensation to its Executive Officers that maybetax deductible even if the MIP Master is apprblsy
the stockholders and applies to some future Plar.Ye

In summary, as Heska Corporation continues to eydeska's Executive Compensation is evolving.
The Committee endeavors to find the proper levdltzalance of base salary, performance-based ineenti

compensation, long-term equity incentive compensadnd other forms of compensation.

Historical and Summary Compensation Tables

The following table sets forth compensation fovers rendered in all capacities to us during 2011,
2012 and 2013 by Robert B. Grieve, our Chief Exeeudfficer in these years who became ExecutiverCha
on March 31, 2014, Jason A. Napolitano, our Chiefcial Officer, and our three other most highly
compensated Executive Officers for the fiscal yarated December 31, 2013 (the "Named Executive

Officers"). The following table represents compaims recognized for financial reporting purposarsdach

of the Named Executive Officers. The "Option Awsirdolumn lists the accounting cost of options
recognized for a given individual in a given ye&r.general, stock options are valued at the tifrgrant
with the corresponding cost amortized ratably @lkercorresponding option vesting period.

Historical Compensation Table

Change in
Pension Value
and
Nonqualified
Non-Equity Deferred
Option Incentive Plan | Compensation All Other
Salary Stock Awards | Compensation Earnings Compensation Total
Name and Principal Position Year $) (V) Bonus | Awards %) (2) % (3 $) $ (@) ($)
Robert B. Grieve, Ph.D. (5)..........
Executive Chair 2013 507,970 — — 53,954 60,072 — 12,795| 634,791
2012 475,860 — — 40,009 — — 9,283 | 525,152
2011 | 460,167 — — | 105,365 246,339 — 7,553 | 819,424
Michael J. McGinley, Ph.D. (6) ...
President, Biologicals & 2013 | 319,839 — — 34,107 26,520 — 8,560 | 389,026
Pharmaceuticals 2012 | 300,105 — — 31,750 — — 8,321 | 340,176
2011 270,000 — — 38,790 99,402 — 7,443 | 415,635
Jason A. Napolitano ..................... .
Executive Vice President, Chief| 2013 | 289,547 — — 31,107 23,974 — 7,421 | 352,049
Financial Officer and Secretary| 2012 271,302 — — 25,860 — — 7,189 | 304,351
2011 | 263,117 — — 41,376 89,013 — 7,030 | 400,536
Rodney A. Lippincott....................
Executive Vice President, 2013 155,672 — — 4,324 133,967 — 6,095 | 300,058
Companion Animal Health Sales 2012 — — — — — — — —
2011 — — — — — — — —
Steven M. Asakowicz...................
Executive Vice President, 2013 156,245 — — 4,324 127,980 — 2,165 | 290,714
Companion Animal Health Sales 2012 — — — — — — — —
2011 — — — — — — — —

(1) Salary includes amounts, if any, deferred pamsto 401 (k) arrangements and vacation accruédsipaash in 2013.
(2) Represents cost recognized in each year fandil reporting purposes. Grant date fair valugption awards are based on valuation techniques
required by Option Accounting Rules. Like any mstie prepared in good faith, the underlying assiomptwe use under Option Accounting Rules

©)

(4)
®)

(6)

may vary from our actual future results. The aptialuation used for accounting and/or financigbréing purposes does not necessarily represent
the value any individual recipient would place onoption award. In addition, Option Accounting 8uprohibits some valuation techniques which
may be useful in certain circumstances. A moraitiet description of our option valuation technisjaed assumptions can be found in our Annual
Report on Form 10-K for the year ended DecembeB13 in our Note 7 of the Notes to ConsolidatathRcial Statements.

Amounts earned pursuant to our Management thaeRlans plus commissions in the case of Mr. lripptt and Mr. Asakowicz. Amounts indicated
are for year in which compensation was earned.

Includes life insurance premiums, short-terrd Emg-term disability premiums and 401(k) match.

Dr. Grieve served as our Chairman/Chair ofBbard and Chief Executive Officer from May 2000uttil immediately after the filing of our 10-K on
March 31, 2014, when he assumed the role of Exez@hair.

Dr. McGinley served as our President and CBieérating Officer from January 2009 to February38id as President, Biologicals &
Pharmaceuticals thereafter.
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The following table contains the same informatisrabove with the exception of the column entitl&gtion
Awards." Option Awards in the following table repent the grant date option value for all stockonist
granted in a given year rather than the valueawfksbptions vesting during that year.

Summary Compensation Table

Change in
Pension Value
and
Nonqualified
Non-Equity Deferred
Option Incentive Plan | Compensation All Other
Salary Stock Awards | Compensation Earnings Compensation Total
Name and Principal Position Year % (O Bonus | Awards %) (2) [6]E) (%) % @ ()
Robert B. Grieve, Ph.D. (5).........
Chairman of the Board and 2013 507,970 — — 96,092 60,072 — 12,795| 676,929
Chief Executive Officer 2012 | 475,860 — — 59,765 — — 9,283 | 544,908
2011 | 460,167 — — 71,173 246,339 — 7,553 | 785,232
Michael J. McGinley, Ph.D. (6) ..
President, Biologicals & 2013 | 319,839 — — 48,046 26,520 — 8,560 | 402,965
Pharmaceuticals 2012 | 300,105 — — 35,859 — — 8,321 | 344,285
2011 270,000 — — 42,704 99,402 — 7,443 | 419,549
Jason A. Napolitano.....................
Executive Vice President, Chief | 2013 289,547 — — 65,400 23,974 — 7,421 | 386,342
Financial Officer and Secretary 2012 271,302 — — 23,906 — — 7,189 | 302,397
2011 263,117 — — 28,469 89,013 — 7,030 | 387,629
Rodney A. Lippincott.................
Executive Vice President, 2013 155,672 — — 41,300 133,967 — 6,095 | 337,035
Companion Animal Health Sales| 2012 — — — — — — — —
2011 — — — — — — — —
Steven M. AsakowiCz..................
Executive Vice President, 2013 156,245 — — 41,300 127,980 — 2,165 | 327,690
Companion Animal Health Sales| 2012 — — — — — — — —
2011 — — — — — — — —

(1) Salary includes amounts, if any, deferred pamsto 401 (k) arrangements and vacation accruédsipaash in 2013.

(2) Represents grant date fair value. Grant dgatevélue of option awards are based on valuagohrtiques required by Option Accounting Rules.
Like any estimate prepared in good faith, the ullydey assumptions we use under Option Accountinge®Rmay vary from our actual future
results. The option valuation used for accoungind/or financial reporting purposes does not nec#gsepresent the value any individual
recipient would place on an option award. In addijtOption Accounting Rules prohibits some valoatiechniques which may be useful in
certain circumstances. A more detailed descripfoour option valuation techniques and assumptiamsbe found in our Annual Report on
Form 10-K for the year ended December 31, 2013iir\mte 7 of the Notes to Consolidated Financiat&hents.

(3) Amounts earned pursuant to our Management tiveeRlans plus commissions in the case of Mr. ifipptt and Mr. Asakowicz. Amounts
indicated are for year in which compensation wanegh

(4) Includes life insurance premiums, short-terrd komg-term disability premiums and 401(k) match.

(5) Dr. Grieve served as our Chairman/Chair ofBbard and Chief Executive Officer from May 2000utdtil immediately after the filing of our 10-
K on March 31, 2014, when he assumed the role etttkve Chair.

(6) Dr. McGinley served as our President and CBigérating Officer from January 2009 to February®8ad as President, Biologicals &
Pharmaceuticals thereafter.
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Grants of Plan-Based Awards in Last Fiscal Year

The following table shows all grants of optionsatmuire shares of our common stock granted in the

fiscal year ended December 31, 2013 to the Nameduiixve Officers.

Grants of Plan-Based Awards

Estimated Future Payouts Estimated Future Payouts
Under Non-Equity Incentive Under Equity Incentive Plan
Plan Awards (1) Awards Grant
All Other All Other Date
Stock Option Fair
Awards: Awards: Exercise | Value of
Number Number of or Base Stock
of Shares | Securities Price of and
of Stock Underlying Option Option
Grant Threshold Target Maximum Threshold | Target | Maximum or Units Options Awards Awards
Name Date [©) [©) [©) #) #) #) [Gi) ) (2) ($/sh) ®) ()
Robert B. Grieve, Ph.D. ......... 11/21/13 + 1+ — — — — — 40,000 7.36 294,40
N/A — 152,248 258,000 — — — — — — —
Michael J. McGinley, Ph.D.... 11/21/13 -+ + -+ — — — — 20,000 7.36 147,20
N/A — 105,037 178,000 — — — — — — —
Jason A. Napolitano..............| 2/20/13 — - — — — — — 5,500 8.38 46,090
11/21/13 — — — — — — — 20,004 7.3 147,20
N/A — 94,956 161,000 — — — — — — —
Rodney A. Lippincott............. 2/24/13 —+ —+ -+ — — — — 5,500 8.35 45,925
11/21/13 — — — — — — — 10,00Q 7.3 73,60
NA 50,000 148,750 187,00 — — — — -+ =+ B
Steven M. Asakowicz ............ 2/24/13 + + + — — — — 5,500 8.35 45,925
11/21/13 — — — — — — — 10,004 7.3 73,60
NA 50,000 148,750 187,00 — — — — -+ =+ B

o

o

(1) The "Maximum" MIP Payouts represent pro ratdNlayouts rounded up to the nearest thousandsiaissuming our stockholders approve the

@)

©)

amendment and restatement of the 1997 Stock IiveeRtan at the 2014 Annual Meeting and the WilseanGis made, and the capped level of
funding is achieved. Our MIP generally gives oentpensation Committee discretion as to how any ysywill be distributed and the ability
to make total payouts above the cap level. Acowlgii although our Compensation Committee has nawarded an MIP Payout to an
employee greater than the employee's targeted bouoltiplied by the applicable percentage "cap", Gompensation Committee has the ability
to make 2014 MIP Payouts to Executive Officersxoess of that amount, which is reported as "maxithiarthis column. In addition,

Mr. Lippincott and Mr. Asakowicz are contractuadlijgible for commissions. "Threshold" commissiams at the bottom of the indicated
contractual range, "Maximum" commissions are atdipeof the indicated contractual range and "Tdrgetnmissions are at the mid-point of the
two for Mr. Lippincott and Mr. Asakowicz.

One-forty-eighth (1/48th) of the total optiogrnted become vested and exercisable each monthtifie grant date until options granted have
vested in full on the four-year anniversary of gnant date. Each option was granted with an esergiice equal to 100% of the fair market
value of our stock on the date of grant as detezthby our Compensation Committee, and has a teoneflay less than ten years, subject to
earlier termination in certain events related tenieation of employment.

Grant date fair value of option awards are Basevaluation techniques required by Option ActimgnRules. Like any estimate prepared in
good faith, the underlying assumptions we use u@gion Accounting Rules may vary from our actudufe results. The option valuations
used for accounting and/or financial reporting [msgs do not necessarily represent the value ainydodl recipient would place on an option
award. In addition, Option Accounting Rules prahdmme valuation techniques which may be usefgkiriain circumstances. A more detailed
description of our option valuation techniques assumptions can be found in our Annual Report amFA®-K for the year ended

December 31, 2013 in our Note 7 of the Notes tosBlidated Financial Statements.
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Outstanding Equity Awards at Fiscal Year-End

The following table shows unexercised stock optiogisl at the end of fiscal year ended
December 31, 2013 by the executive officers namelde Summary Compensation Table.

Option Awards Stock Awards
Equity Equity
Incentive Incentive
Equity Plan Plan Awards
Incentive Plan Awards: Market or
Number Awards: Market Number of Payout Value
of Number of Number of Number of Value of Unearned of Unearned
Securities Securities Securities Shares or Shares or Shares, Units Shares, Units
Underlying Underlying Underlying Units of Units of or Other or Other
Unexercised Unexercised Unexercised Option Option Stock That Stock That Rights That Rights That
Options Options Unearned Exercise Expiration Have Not Have Not Have Not Have Not
#) #) Options Price Date Vested Vested Vested Vested
Name Exercisable Unexercisable (#) %) (1) (#) %) (#) 3$)
Robert B. Grieve, Ph.D. .... 833 39,167 — 7.36 11/20/202 -+ —
6,250 18,750 — 8.55] 12/18/202p -+ -
12,499 12,501 — 6.90 12/11/202) + E
8,249 6,189 — 4.96 12/30/202 -+ =
7,584(2) — — 4.50 11/9/2019 — —
1,251(2) — — 4.40 11/3/2019 — —
30,000(2) — — 18.30 12/30/201 —+ —
10,000(2) — — 17.17 11/16/201 —+ —
40,000 — — 12.50 12/14/2014 — —
28,199 — — 8.80 3/29/2015 — —
47,500 — — 23.00 1/4/2014 — —
Michael J. McGinley, Ph.D. ....|. 416 19,584 — 7.36 11/20/202 —+ —
3,750 11,250 — 8.55] 12/18/202p -+ -
7,500 7,500 — 6.90) 12/11/2021 -+ E
10,125 3,375 — 4.96] 12/30/2020 -+ -
14,000 — — 4.50 11/9/2019 — —
5,227 — — 4.40 11/3/2018 — —
3,000 — — 14.00 4/17/2019 — —
7,000 — — 18.30 12/30/2011 — —
6,000(2) — — 17.17 11/16/201§ — —
9,500(2) — — 12.50 12/14/2014 — —
9,500(2) — — 8.80 3/29/2015 — —
5,500(2) — — 23.00 1/4/2014 — —
Jason A. Napolitano............ 416 19,584 — 7.36 11/20/202 —+ —
1,145 4,355 — 8.38] 2/19/202 -+ —
2,500 7,500 — 8.55] 12/18/2022 -+ E
5,000 5,000 — 6.90) 12/11/2021 -+ =
10,125 3,375 — 4.96] 12/30/202 -+ -
14,000 — — 4.50 11/9/2019 — —
13,000 — — 4.40 11/3/2019 — —
11,000 — — 18.30 12/30/2017 — —
9,000(2) — — 17.17 11/16/2016 — —
26,000 — — 12.50 12/14/2014 — —
19,500 — — 8.80 3/29/2015 — —
13,000 — — 23.00 1/4/2014 — —
Rodney A. Lippincott... 208 9,792 — 7.36 11/20/202: —+ —
1,146 4,354 — 8.35) 2/23/202 -+ —
Steven M. Asakowicz........... 208 9,792 — 7.36 11/20/202 —+ —
1,146 4,354 — 8.35) 2/23/202 -+ —

(1) Options are subject to earlier termination in dertvents related to termination of service.
(2) Includes outstanding options to purchase an agtgagd .0 fractional share resulting from the ComypmDecember 2010 1-for-10 reverse stock splite Tompany intends to issue whole
shares only from option exercises.
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Aggregated Option Exercises in Last Fiscal Year anéliscal Year-End Option Values

The following table shows aggregate exercises tibog to purchase our common stock in the fiscal
year ended December 31, 2013 by the Named ExedDffieers.

Option Exercises and Stock Vested

Option Awards Stock Awards
Number of Number of
Shares Shares

Acquired Value Realized Acquired Value Realized

on Exercise on Exercise on Vesting On Vesting
Name (#) $) #) 6]
Robert B. Grieve, Ph.D. ........ — — — —
Michael J. McGinley, Ph.D. .... 4,500 6,345 — —
Jason A. Napolitano .............. 2,852 4,110 — —
Rodney A. Lippincott.............. — — — —
Steven M. Asakowicz.............| — — — —

Potential Payments Upon Termination or Change-in-Cotrol

The following table summarizes the potential paytsemd benefits payable to each of the Named
Executive Officers upon termination of employmenaahange-in-control under each situation listeldw,
assuming, in each situation, that our Named Exee@ifficers were terminated on December 31, 2013 as
determined under the terms of our plans and arraeges as in effect on December 31, 2013. Dr. @riev
signed a new employment contract on March 26, 2@iéh replaced the employment contract in place at
December 31, 2013. See "Grieve Employment Agreéamah Consulting Agreement” above for more detail.

Payments Upon Termination (Without a Change-in-@iht Pursuant to an employment agreement
in effect on December 31, 2013 with each of Drge@r and McGinley, and Messrs. Napolitano, Lippthco
and Asakowicz, in the event he or she is involulytéerminated, he or she is entitled to receiveoants
earned during his or her term of employment. Sarmobunts include: base salary and the cost of health
insurance premiums as set forth in the table belBursuant to his employment agreement in effect on
December 31, 2013, upon termination for good reas@m involuntary termination not for cause, Drie@e
is entitled to accelerated vesting of all stockans, an extension of the term of all outstanditogls options
and a bonus payment prorated for his service inengVIP Plan Year.

Payments Upon Change-in-Contrd?ursuant to an employment agreement in effect on
December 31, 2013 with each of Drs. Grieve and Mitegiand Messrs. Napolitano, Lippincott and
Asakowicz, in the event he or she is terminatechupohange-in-control he or she is entitled toivece
amounts earned during the term of his or her enmpémt. Such amounts include: base salary and ste€o
health insurance premiums as set forth in the fadllew. Pursuant to his employment agreementfecebn
December 31, 2013, each of Dr. Grieve, Dr. McGirdayg Mr. Napolitano are entitled to acceleratedings
of all stock options and Dr. Grieve is entitlecato extension of the term of all outstanding stqafioms in
certain circumstances. Further, pursuant to tigleyment agreement, upon termination for goodoeas
an involuntary termination not for cause, Dr. Gaes entitled to a bonus payment equal to the gremxit(i)
two times his target bonus or (ii) the highest atfuonus he received in the prior three fiscal yedn
addition, as provided in the underlying plan docotagall MIP Participants, including Executive Q@#fs,
are entitled to a prorated target MIP Payout upohamnge-in-control and Stock Options issued to an
employee under both our 1997 Incentive Stock Phahaaur 2003 Equity Incentive Plan will vest in fiflthe
employee, including any such employee who is arcitxee Officer, is terminated following a change-in
control, as defined.

Payments Upon Death or Disabilityn the event of death or disability, under the esgpient
agreement in effect on December 31, 2013, Dr. @rigentitled to the same benefits as in the event
termination without a change in control and is aattled to receive the death benefits under idair |
insurance plan or the disability benefits underdisability plan, as appropriate, as set forth weltn the
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event of death or disability, Dr. McGinley and Mes$\Napolitano, Lippincott and Asakowicz are each
entitled to receive the death benefits under derntisurance plan or the disability benefits unalaer
disability plan, as appropriate, as set forth beldwaddition, as provided in the underlying ptlotuments,
an MIP Participant who dies, including an Executdficer, is entitled to a prorated MIP Payout te &r her
designated beneficiary, and Stock Options issuethtemployee under our 1997 Incentive Stock Plan an
our 2003 Equity Incentive Plan will vest in fulltiie employee, including any such employee whais a
Executive Officer, dies.

Dr. Grieve's employment agreement in effect on Ddme® 31, 2013 requires that he execute and not
revoke a separation agreement and release of ¢laohsompete with Heska for 12 months and not#goli
Heska's employees, consultants, customers or ise?4 months as a condition to severance paymarter
his employment agreement.

Potential Payments Upon Termination or Change-in-Cotrol (1)

Involuntary
Termination Involuntary
Voluntary Not for Cause Other Termination
Termination or Than in Connection Not for Cause in
Termination With a Change-in- Connection With a

Executive Benefits and for Cause Control Change-in-Control Death Disability
Payments Upon Termination ($) ($) $ $) $)
Robert B. Grieve, Ph.D. ......ccocoiiiiiicreencs

Base Salary — 475,860 951,720 475,860 475,860

Bonus — — 475,860 — —

Medical continuation — 14,791 29,583 14,791 14,791

Death benefits — — — 300,000 —

Monthly disability benefits — — — — 15,300

Value of accelerated stock options (2) — 39,608 102,473 102,473 102,473
Michael J. McGinley, Ph.D. .........ccceeiiennenennns

Base Salary — 150,053 300,105 — —

Bonus — — — — —

Medical continuation — 7,396 14,791 —

Death benefits — — — 300,000 —

Monthly disability benefits — — — — 8,000

Value of accelerated stock options (2) — — 54,887 54,887 54,887
Jason A. Napolitano ..........cccccevverienernercnneenne

Base Salary — 135,651 271,302 — —

Bonus — — — — —

Medical continuation — 7,396 14,791 —

Death benefits — — — 300,000 —

Monthly disability benefits — — — — 8,000

Value of accelerated stock options (2) — — 51,180 51,180 51,180
Rodney A. LIppiNCOtt..........cccvervreriir e

Base Salary — 87,500 175,000 — —

Bonus — — — — —

Medical continuation — 6,163 12,326 — —

Death benefits — — — 300,000 —

Monthly disability benefits — — — — 8,000

Value of accelerated stock options (2) — — 14,928 14,928 14,928
Steven M. ASAKOWICZ ..........ccevviierinss e

Base Salary — 87,500 175,000 — —

Bonus — — — — —

Medical continuation — — — — —

Death benefits — — — 300,000 —

Monthly disability benefits — — — — 8,000

Value of accelerated stock options (2) — — 14,928 14,928 14,928

(1) Based on 2013 salary and cost information.

(2) Calculated based on December 31, 2013 clogig pf $8.72 per share less strike price of eacielarated stock option with a strike price lesst#8.72. Stock Options issued
to any employee under both our 1997 Stock IncerRie& and our 2003 Equity Incentive Plan will viestull if the employee, including any such empleyeho is an Executive
Officer, is terminated following a change-in-cortras defined.
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The following "Compensation Committee Report" agldted disclosure shall not be deemed incorporated
reference by any general statement incorporating pphoxy statement into any filing under the Sa@siAct
of 1933, as amended, or under the Securities Exgehawet of 1934, as amended, except to the extainthi

Company specifically incorporates this informatimnreference, and shall not otherwise be deemed fil
under such Acts.

COMPENSATION COMMITTEE REPORT
The Compensation Committee of the Company haswexdeand discussed the Compensation
Discussion and Analysis required by Item 402(biRefulation S-K and, based on such review and
discussions, the Compensation Committee recommendbéé Board that the Compensation Discussion and
Analysis be included in this Proxy Statement.
THE COMPENSATION COMMITTEE
G. Irwin GordonChairman

David E. Sveen
Carol A. Wrenn

April 3, 2014
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COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTI CIPATION

Our Compensation Committee consists of non-empl@®jexxtors only. No interlocking relationship
existed during 2013 between our Executive Officersmbers of our Board of Directors or members of ou
Compensation Committee, and the Executive Offiaaemnbers of the Board of Directors or members ef th
Compensation Committee of the Board of Directorarof other company.

AUDITOR FEES AND SERVICES

EKS&H was our independent registered public acamirfor fiscal 2012 and 2013. The following
table sets forth the aggregate fees billed by EKS&t-hudit services rendered in connection with the
consolidated financial statements and reports ir?2hd 2013, respectively, and for other servieadered
during 2012 and 2013 on behalf of Heska and itsididries, as well as all out-of-pocket costs inediin
connection with these services which have beeaditlh Heska and its subsidiaries. Our Audit Conaait
has approved all of the below fees.

EKS&H
2012 2013
AUIt FEES (L) 1.vreveeiieiiieiieeenee e et e e nnee e $ 243394 $ 264,150
Audit Related FEES (2) ..uvviiiiiiiiieeiiiieereceieeee s e e snreaee s 16,750 m)7
LI G L= SRS 76,900 78,400
All OtNEI FEES ....vviiieieciiiie et e e e aavea e e e — 10000
LI €= SR $ 73344 $ 369,300

(1) Audit fees represent fees for the audit of our ahfinancial statements, review of financial sta¢ems included in our Form 10-Q Quarterly
Reports and services that are normally providethbyindependent auditors in connection with stayuamd regulatory filings including
consents for historical audit opinions.

(2) Audit related fees are fees for the assurandeelated services by the independent auditotsatieareasonably related to the performance of the
audit or review of our financial statements andraereported above under "Audit Fees." The ses/for fees disclosed under this category
include the annual audit of our 401(k) RetiremdanP

Pre-Approval Policy.Our Audit Committee pre-approves all auditing seegiand non-audit services
not prohibited by law to be performed by our indegent registered public accountant. Our Audit
Committee also pre-approves all associated feegpeforde minimisamounts for non-audit services, which
are approved by our Audit Committee prior to thenptetion of the audit. In February 2009, our Audit
Committee approved EKS&H as our primary providetaof compliance and return preparation servicas. |
February 2014, our Audit Committee approved EKS&Hagrimary reviewer and filer of our tax returns.
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The following "Report of our Audit Committee" amtbted disclosure shall not be deemed incorporated
reference by any general statement incorporating phoxy statement into any filing under the Sd@siAct
of 1933, as amended, or under the Securities Exgehawet of 1934, as amended, except to the extaintht
Company specifically incorporates this informatimnreference, and shall not otherwise be deemed fil
under such Acts

REPORT OF OUR AUDIT COMMITTEE

The ultimate responsibility for good corporate gmace rests with Heska Corporation's Board of
Directors (the "Board"), whose primary roles arersight, counseling and direction to Heska Corpomet
management in the best long-term interests of HEskporation ("Heska" or the "Company") and its
stockholders. The Audit Committee of the Boara (tAudit Committee™) has been established for the
purpose of overseeing the accounting and finanejarting processes of the Company and audits sk&ie
financial statements.

The Audit Committee operates under a written chaateopy of which is available on Heska's
website at www.heska.com. As described more faliys charter, the purpose of the Audit Commiitetn
assist the Board in its oversight and monitoringdegka's financial reporting, internal controls andit
function. Management is responsible for the pragoam, presentation and integrity of Heska's finalnc
statements; accounting and financial reportinggpies; internal controls; and procedures desidoneshsure
compliance with accounting standards, applicables land regulations. The Audit Committee has hined
independent registered public accountant, whosigamsible for performing an independent audit ef th
Company's consolidated financial statements inralecwe with generally accepted auditing standails.
accordance with the Sarbanes-Oxley Act of 2002Aimit Committee has ultimate authority and
responsibility to select, direct, compensate, eatgland, when appropriate, replace Heska's indepénd
registered public accountant.

The Audit Committee members are not professionab@aatants or auditors, and their functions are
not intended to duplicate or to certify the actdéstof management and the independent registetdit pu
accountant, nor can the Audit Committee certifyt tha independent registered public accountant is
"independent” under applicable rules. The Audiin@uttee serves a board-level oversight role, incivlii
provides advice, counsel and direction to manageoethe basis of the information it receives, dgsions
with management and the independent registeredcpaddountant, and the experience of the Audit
Committee's members in business, financial anduetogy matters. The Audit Committee has the aityror
to engage its own outside advisers, including dsgarparticular areas of accounting, as it deteewi
appropriate, apart from counsel or advisers hisgechAnagement.

In this context, during the year 2013, we met agld discussions with management and EKS&H
LLLP ("EKS&H"), Heska's independent registered puiblccountant. Management represented to us that
Heska's consolidated financial statements wereapeejin accordance with generally accepted acaaginti
principles, and we have reviewed and discusseddhsolidated financial statements with managemeat a
EKS&H. In Audit Committee meetings with EKS&H, wdéscussed matters as required by Statement of
Auditing Standards No. 16 as amended (CommunicatiinAudit Committees). Our review included a
discussion with management of the quality, not tyetee acceptability, of Heska's accounting priftesp the
reasonableness of significant estimates and judgnaen the disclosure in Heska's consolidated diaan
statements.

We received from EKS&H the written disclosures rieggh by the applicable requirements of the
Public Company Accounting Oversight Board regardirgindependent accountant's communications with
the Audit Committee concerning independence antudsed with EKS&H its independence. In reliance on
the reviews and discussions noted above, and ploetref the independent registered public accountaa
recommended to the Board that the Company's aufilitacial statements be included in its Annual étep
on Form 10-K for the year ended December 31, 2848 be filed with the Securities and Exchange
Commission.
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Heska was not required to have an audit of itgaiecontrol over financial reporting in 2011, 201
or in 2013 as the Securities and Exchange Commigiebnot require registrants in Heska's markeateval
category to do so. We discussed the advisabilipbtaining a voluntary audit of internal controles
financial reporting with management and EKS&H. kéedecided not to proceed with a voluntary audit an
we do not expect that Heska will have an auditoiriternal control over financial reporting umlquired.

Overall audit fees and related expenses increas2dl3 as compared to 2012 as we had additional
audit work required related to Heska Imaging USCLBn entity in which we acquired a majority intria
2013 and which is therefore included in our comadbd financial statements. Tax fees increasghtbliin
2013 as compared to 2012 as we used less int@s@inces on tax matters in 2013. As Heska hired a
Director, Tax in January 2014, we anticipate we utilize EKS&H as a tax reviewer and tax filer grgoing
forward, and thus we anticipate spending on EKS&Xdervices to decline in 2014 as compared to 2013.
The $10,000 listed in "All Other Fees" relatesddifional expense we incurred with EKS&H relatedto
February 2013 acquisition of a majority interesHieska Imaging US, LLC.

Submitted by the Audit Committee of Heska's BodrDioectors:
William A. Aylesworth,Chairman
Sharon L. Riley

Carol A. Wrenn
April 3, 2014
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ADDITIONAL INFORMATION
"Householding" of Proxy Materials

The SEC has adopted rules that permit companieggerthediaries such as brokers to satisfy
delivery requirements for proxy statements witlpees to two or more stockholders sharing the saideess
by delivering a single proxy statement addressetdse stockholders. This process, which is contynon
referred to as "householding,” potentially proviéesra convenience for stockholders and cost savimg
companies. Heska and some brokers household pratgrials, delivering a single proxy statement to
multiple stockholders sharing an address unlessargrinstructions have been received from thechdid
stockholders. Once you have received notice froar broker or us that they or we will be househad
materials to your address, householding will carginntil you are notified otherwise or until yowoke
your consent. If, at any time, you no longer wislparticipate in householding and would prefereteive a
separate proxy statement, or if you are receivingipte copies of the proxy statement and wisheimeive
only one, please notify your broker if your shages held in a brokerage account or us if you hetistered
shares. You can notify us by sending a writteestto Investor Relations, Heska Corporation, 3X66ky
Mountain Avenue, Loveland, Colorado 80538. You roagtact our proxy solicitor, Morrow, for a copy of
the proxy materials. Morrow's address is 470 Vest, Stamford, CT 06902. Stockholders may call
Morrow at 1-800-607-0088 and brokers and banks caflyMorrow at 1-203-658-9400. We undertake to
promptly deliver a separate copy of the proxy mateupon receiving your written or oral request.

OTHER MATTERS

Our Board knows of no other matters to be preseiotestockholder action at our 2014 Annual
Meeting. However, if other matters do properly edoefore our Annual Meeting or any adjournments or
postponements thereof, our Board intends that ¢éhgops named in the proxies will vote upon sucharst
in accordance with their best judgment.

BY ORDER OF THE BOARD OF DIRECTORS

focose T lapo bt

Jason A. Napolitano
Executive Vice President, Chief Financial OfficadéSecretary
Heska Corporation

Loveland, Colorado
April 3, 2014

A copy of Heska Corporation's annual report on Form10-K for the year ended December 31, 2013
requested in relation with our 2014 Annual Meetings available without charge upon written
request to: Morrow & Co., LLC, 470 West Ave., Stambérd, CT 06902. Stockholders may call
Morrow at 1-800-607-0088 and brokers and banks magall Morrow at 1-203-658-9400.
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Appendix A

EMPLOYMENT AGREEMENT

This Employment Agreemeifthe "Agreement’) is made effective at the Effective Date
set forth below between Heska Corporation, a Delaweorporation (Heskd' or the
"Company'), and Kevin S. Wilson Executive'). Heska and Executive collectively are
referred to as theParties' and individually as aParty."

RECITALS

Executive is currently the President and Chief @peg Officer of Heska. Executive
and Heska are parties to an employment agreemdat dégebruary 22, 2013 (thePrior
Agreement).

The Board of Directors of Heska (thBdard") desires to appoint Executive to become
Chief Executive Officer and President of Heskalmnterms and conditions set forth below.

Executive and Heska now wish to enter into this ekgnent regarding the terms of
Executive's employment, which shall become effectipon execution and delivery of this
Agreement (theEffective Daté") and supersede the Prior Agreement.

NOW, THEREFORE, in consideration of the foregoingd aof the mutual promises,
covenants, and agreements contained herein, taédafficiency of which is acknowledged by
the Parties, and intending to be legally bound Ragies agree as follows:

TERMS
1. Duties and Scope of Employment.
a. Position and Duties. Executive shall continue to serve as Presidedt Glmief

Operating Officer until immediately following thdifg of Heska's Form 10-K for the fiscal year
ended December 31, 2013 with the Securities anchd&hge Commission, after which time
Executive will serve as President and Chief Exeeu@fficer of Heska. Executive will render
such business and professional services in thenpeahce of Executive's duties, consistent with
Executive's position within Heska, as will reasdgdie assigned to Executive by the Board.

b. Board Membership. The Board has determined to nominate Executive fo
election to a 3-year term as a Board member aCtimapany's Annual Meeting of Stockholders
in 2014 (the Annual Meeting"). At each meeting of Heska's stockholders whegcktive is up
for Board election, Heska will nominate Executiv@ $erve as a member of the Board.
Executive's service as a member of the Board wéllshibject to any required stockholder
approval. If elected, Executive will serve on Bmard without any additional compensation.

C. Obligations. During the Term of Agreement (as defined beld#¥ecutive will
devoteall of his business efforts and time (excludingatamn, absence due to illness and similar
time off) as well as other such attention, skitl;je and business efforts as are necessary to
responsibly act as Chief Executive Officer and ®erg of Heska; provided, however, that
Executive may continue to perform part-time manag@nactivities for Cuattro, LLC, Cuattro
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Software, LLC, Cuattro Medical, LLC, and Cuattrot®iénary, LLC; provided, further, that such

services do not adversely affect Executive's obbga to Heska. For the duration of the Term
of Agreement, Executive agrees not to actively gega any other employment, occupation, or
consulting activity, for any direct or indirect remeration, without the prior approval of the

Board or the Corporate Governance Committee oBtherd; provided, however, that Executive
may, without the approval of the Board or the Coap® Governance Committee of the Board,
serve in any capacity with any civic, educatiomalcharitable organization, provided, that such
services do not interfere with Executive's obligasi to Heska.

2. Term of Agreement.

a. The period of Executive's employment under thisekgnent is referred to herein
as the Term of Agreement"” Subject to the provisions for earlier terminatiof employment in
Section 6 below, this Agreement will have a ternfoofy-eight (48) months commencing on the
Effective Date;_provided, however, that either Hesk Executive may terminate Executive's
employment immediately at any time subject to tfevisions in Section 6 below.

b. Executive may be entitled to severance benefitsyamt to Section 6 below,
depending upon the circumstances of Executivasitation of employment. Executive will not
be entitled to severance benefits if this Agreemexgires after the forty-eight-month term
contemplated in Section 2(a) above, regardlesshef reason. Upon the termination of
Executive's employment for any reason, ExecutivMehei entitled to payment of all accrued but
unpaid compensation, expense reimbursements, dmet benefits due to Executive through
Executive's termination date under any Heska-pexvidor paid plans, policies, and
arrangements. Executive agrees to resign frorpaaitions that Executive holds with Heska,
including, without limitation, his position as a mber of the Board, excluding any position(s) in
Heska Imaging US, LLC to which Executive is othemvientitled pursuant to the Operating
Agreement of Heska Imaging US, LLC, immediatelyidaling the termination of Executive's
employment if the Board so requests.

3. Compensation.

a. Base Salary. During the Term of Agreement, Heska will pay Exiece an
annual salary of $275,000 as compensation for Bkexsl services (theBase Salary). The
Base Salary will be paid periodically in accordamith Heska's normal payroll practices and
will be subject to the usual, required withholdiragel deductions. Except as set forth in Section
3(d)(ii), if applicable, Executive's Base Salarplsimot be subject to change during the Term of
Agreement; _provided,_however, that the Compensatiommittee of the Board (the
"Committee") will have the authority, but not an obligatico, consider Base Salary increases
for Executive in special circumstances.

b. Annual Bonus.

I. From January 1, 2014 through the Effective Datesyant to the Prior
Agreement, Executive participated in the Managemenentive Plan (the Bonus Plar)
established by the Committee (as defined hereiny #arget percentage that was 35% of
Executive's Base Salary then in effect (ti@arget Bonus'). The actual bonus paid may be
higher or lower than the Target Bonus for over mder-achievement of Executive's performance
goals, as determined by the Committee in its sdderetion. Executive's eligibility for such
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bonus through the Effective Date will not be supdesl by this Agreement and such bonus, if
any, will accrue through the Effective Date and dme payable in accordance with the
Committee's standard practices for paying execuigentive compensation, provided, however,
that any bonus payable under this Section 3(b){i)bo& payable within two-and-one-half (2-1/2)
months after the end of the taxable year to whictelates or such longer period as may be
permitted by Treasury regulations in order to avaigblication of Section 409A of the Internal
Revenue Code of 1986, as amended (bed€’) to such bonus. Any bonus paid pursuant to
this Section will be subject to applicable withhialgs and deductions.

il Except as set forth in Section 3(d)(iii), if appliate, Executive shall not be
eligible to participate in the Bonus Plan with resipto periods after the Effective Date.

C. Equity Grants.

I. Except as set forth in Section 3(d)(iii), if applide, during the Term of
Agreement, Executive will not be eligible to reaigeriodic equity grants normally made to
executives of the Company in the discretion of @G@mmittee from time to time; provided,
however, that the Committee will have the authorityt not an obligation, to consider equity
grants to Executive in special circumstances.

il In lieu of such participation in the Bonus Plan admal equity programs
of the Company:

A. Initial Grant. On the Effective Date, Heska sha#rg to Executive
110,000 shares of Heska Common Stock (th#idl Grant ), which shall be issued as shares of
Restricted Stock Ghares) in accordance with the Company's 1997 Stock ritige Plan, as
amended, (thePlan") and pursuant to the terms and conditions ofdhne of Award Agreement
attached hereto as Exhibit A (théward Agreement’) which shall provide that such shares (the
"Time-Vesting Shares) will vest, subject to the terms and conditiorfighee Award Agreement,
as follows: (i) 27,500 Shares shall vest on tlkensonth anniversary of the Effective Date; and
(i) 27,500 additional Shares shall vest on eadtseding one year anniversary of the Effective
Date (each such date, Birhe-Vesting Daté’), until the Initial Grant is fully vested.

B. Conditional Grant. At the Annual Meeting, Heskalspeopose for
approval by its stockholders an additional 130,@8D@res of Heska Common Stock to be
authorized for issuance under the Plan (tBkdre Increase Proposd). If the Share Increase
Proposal is approved by the stockholders at theuAhiMeeting, Heska shall grant to Executive,
promptly after the Annual Meeting, 130,000 Shavdsich shall be issued as shares of Restricted
Stock in accordance with the Plan and pursuanthétérms and conditions of the Award
Agreement (the Conditional Grant"), which shall provide that said Shares will veas
follows:

(1) Market Price Vesting. Subject to the terms andddanms
of the Award Agreement, 13,000 shares shall vestami date that the 90-Day Price first equals
or exceeds each of the following thresholds (thkarket-Vesting Thresholds"): (i) $12.60,
(i) $16.38, (iii) $21.24, (iv) $26.55 and (v) $35. (collectively, the Market-Vesting Shares).
For purposes of this Agreement, tH#“Day Pricé' shall mean, with respect to any date, the
average of the closing prices per share of the Goylp Common Stock for the 90 trading days
ending on such date (inclusive) on the NASDAQ Stileikket, or if the Shares are not traded on
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the NASDAQ Stock Market, the average of the higth &nd low asked prices on such trading
days quoted on the NASDAQ OTC Bulletin Board ortly National Quotation Bureau, Inc., or
a comparable service as determined in the disaretidhe Committee. In the event of a stock
split, stock dividend or reverse stock split afiegtthe Common Stock, the Committee shall
adjust the Market-Vesting Thresholds to appropiyateflect such event. Each Market-Vesting
Threshold is a distinct vesting trigger and muétipllarket-Vesting Threshold events may be
achieved simultaneously; for the avoidance of dauist by way of illustration, if the 90-Day

Price equals or exceeds $16.38, then 26,000 stvaxdd vest.

(2) EBITDA Vesting. Subject to the terms and condisiayf
the Award Agreement, 13,000 shares shall vest @h &eporting Date that the Company's
Adjusted EBITDA for the preceding fiscal year firstjuals or exceeds each of the following
thresholds  (the EBITDA-Vesting Thresholds"): (i) $2,460,000, (ii) $3,200,000,
(iii) $4,150,000, (iv) $5,180,000 and (v) $6,24@M0(collectively, the EBITDA-Vesting
Shares). Each EBITDA-Vesting Threshold is a distinctstieg trigger and multiple EBIDTA-
Vesting Threshold events may be achieved simuliasigpfor the avoidance of doubt and by
way of illustration, if on Reporting Date for Fiscaear 2014 the Adjusted EBITDA is
$3,400,000, then 26,000 shares would vest. Forgsepof this AgreementRéporting Date'
means the date in each fiscal year that the Con'parmependent public accountants issue their
audit report on the Company's financial statemfartthe preceding fiscal year (each, #&udit
Report"). For purposes of this Agreemenfdjusted EBITDA " means for any fiscal year, the
following, determined on a consolidated basis icoagance with generally-accepted accounting
principles for the Company and its subsidiariesseblaon the Audit Report for such year:
(x) consolidated net income plus (y) the sum offtil®wing, without duplication, to the extent
deducted in determining such consolidated net ircorfl) income and franchise tax expense,
(2) interest and other expense (net), (3) amoitimaand depreciation and (4) compensation
expense paid to the Company's Executive Chainyif a

3) Financial Statement Restatement. Notwithstanding an
provision of this Agreement to the contrary, then@itional Grant shall be subject to the terms
and conditions of this Section 3(c)(ii)(B)(3) inetlevent that the Company issues a restatement
of its audited financial statements [@estatement) after any portion of the Conditional Grant
has vested. If (i) any portion of the Conditioratant vests based on achievement of an
EBITDA-Vesting Threshold and within 4 years theteafthe Company subsequently issues a
Restatement affecting Adjusted EBITDA for the cepending fiscal year such that the
EBITDA-Vesting Threshold would not have been mégnt such portion of the Conditional
Grant shall be deemed not to have vested, and &éry portion of the Conditional Grant vests
based on achievement of a Market-Vesting Threshatd] within 2 years thereafter the
Company issues a Restatement affecting Adjusted BEBIfor the corresponding fiscal year
such that the Adjusted EBITDA set forth in the Résment is less than the Adjusted EBITDA
target corresponding to such Market-Vesting Thrikhe set forth on Exhibit B attached hereto,
then such portion of the Conditional Grant shaldeemed not to have vested. If any portion of
the Conditional Grant is deemed not to have vepi@duant to the foregoing sentence (an
"Unearned Grant'), then Executive shall either (x) promptly retulre Shares comprising the
Unearned Grant to the Company or (y) if Executias Bold such Shares, pay to the Company
within one (1) year from the date of the correspogdRestatement an amount equal to the
proceeds Executive received from any sale of sunareS not returned by Executive pursuant to
the foregoing clause (x). In addition to the fornego Executive's compensation and equity
awards shall remain subject to any applicable lmeifding without limitation Section 302 of
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the Sarbanes Oxley Act and Section 954 of the Dddk Act) or regulation in effect from time
to time.

d. Non-Approval of Share Increase Proposal at Annual Meting. If the Heska
stockholders do not approve the Share IncreaseoRabpt the Annual Meeting, the following
provisions shall apply:

I. Heska shall have no obligation to make the CondfioGrant to
Executive and Section 3(c)(ii)(B) shall be of nocl® or effect;

il. Executive's employment shall continue on the tegint conditions of this
Agreement, which shall continue in full force anifieet according to its terms, except that
Executive's Base Salary shall be $400,000, to I periodically in accordance with Heska's
normal payroll practices, subject to the usualuiregl withholdings and deductions. Executive's
salary will be subject to review, and adjustmentd e made at the sole discretion of the
Committee and based upon Heska's standard practices

iii. Executive shall participate in the Bonus Plan, achs other bonus
programs as established by the Committee, at &ttaeycentage that is no less than 50% of
Executive's Base Salary then in effect (hereinafter "Target Bonus'). The actual bonus paid
may be higher or lower than the Target Bonus fograw under-achievement of Executive's
performance goals, as determined by the Committéts isole discretion. Bonuses, if any, will
accrue and become payable in accordance with tmentiitee's standard practices for paying
executive incentive compensation, provided, howeat any bonus payable under this Section
(3)(d)(iii) will be payable within two-and-one-haf2-1/2) months after the end of the taxable
year to which it relates or such longer period as/ rbe permitted by Treasury regulations in
order to avoid application of Section 409A of thed€ to such bonus. Any bonus paid pursuant
to this Section will be subject to applicable wibhdings and deductions. Further, Executive
shall participate in the normal equity programsh&f Company and any other benefits offered to
senior executives of Heska, including any Compgmgnsored 401(k) or retirement plan, in
accordance with (and subject to the legal limitagioon) benefit plans, policies, and
arrangements that may exist from time to time; and

iv. The Initial Grant shall remain outstanding subjectesting according to
its terms.
4, Expenses. In addition to the foregoing, Heska will reimbai§xecutive for Executive's

reasonable out-of-pocket travel, entertainment, @thér expenses, in accordance with Heska's
expense reimbursement policies and practices ettt the time of the reimbursement request.
Executive shall submit such requests not later tloaty-five (45) days after incurring such
expenses.

5. Employee Benefits. Except as set forth in Section 3(d)(iii), if ajpble, during the
Term of Agreement, Executive will not be eligibte garticipate in the Bonus Plan and normal
equity programs of the Company; provided, that Exge will be eligible to participate in other
benefits offered to other senior executives of leskcluding any Company sponsored 401(Kk)
or retirement plan, in accordance with (and subjecthe legal limitations on) benefit plans,
policies, and arrangements that may exist from tort@ne.
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6. Termination and Severance.

a. Termination without Cause or for Good Reason otherthan In_Connection
with a Change of Control. If, at any time, Executive's employment is teratéd by Heska
without Cause (as defined below), by Executive@Gmod Reason (as defined below), or due to
Executive's death or Disability (as defined beloaw)q the termination is not In Connection with
a Change of Control (as defined below), Executivé meceive the following, subject to
conditions and limitations set forth in Section 7:

I. A payment of an amount equal to six (6) months rédttive's Base
Salary, payable in accordance with Heska's stangaydoll practices over the shorter of the
following periods (A) in equal installments overetlperiod beginning on the date of such
termination and ending on the six-month anniversheyeof, or (B) in equal installments on a
monthly basis corresponding to the amount Executreeld normally receive as salary each
month if Executive were still employed with Heskath a lump sum of any remaining balance
of the amount specified above on March 15 of trer yallowing the year of termination.

il. Provided that Executive timely elects continuatimwverage under the
Consolidated Omnibus Budget Reconciliation Act 83, as amended GOBRA"), Heska
shall pay the COBRA premium for coverage for Exe@uand Executive's eligible dependents
under Heska's Benefit Plans (as defined below}kifo6) months, or if earlier, until Executive
becomes employed by another employer and eligdniedverage under such other employer's
welfare benefit planse(g, payments for medical COBRA premiums will ceaseewExecutive
becomes eligible for another employer's medicah)plaFor the balance of the period during
which Executive and Executive's eligible dependemts entitled to coverage under COBRA,
Executive shall be entitled to maintain coverage Executive and Executive's eligible
dependents at Executive's sole expense. Execstiafl notify Heska immediately upon
Executive's acceptance of employment with anothmleyer.

iii. Subject to Section 3(d)(i), if applicable, if, withone hundred eighty
(180) days after any such termination without Cduseleska, (A) the Company achieves one or
more Market-Vesting Thresholds or (B) a Reportingtdd occurs on which the Company
achieves one or more EBITDA-Vesting Thresholdsnthry Shares that would otherwise have
then vested if such termination had not occurredl §ie deemed to vest.

b. Termination without Cause or for _Good Reason In_Conection with a
Change of Control. If, at any time, Executive's employment is teratéd by Heska without
Cause or by Executive for Good Reason, and theration is In Connection with a Change of
Control (as defined below), then, subject to tihathtions set forth in this Section 7, Executive
will receive:

I. A payment of an amount equal to twelve (12) momthExecutive's Base
Salary, payable in equal installments in accordamitie the standard payroll schedule over the
shorter of the following periods (A) the period begng on the date of such termination and
ending on the one-year anniversary thereof, ortt{B)period beginning on the date of such
termination and ending on March 15 of the yeaofwlhg the year of termination.

il Provided that Executive timely elects continuationoverage under
COBRA, Heska shall pay the COBRA premium for cogerdor Executive and Executive's
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eligible dependents under Heska's Benefit Planddfsed below) for twelve (12) months, or if

earlier, until Executive becomes employed by anogmeployer and eligible for coverage under
such other employer's welfare benefit plaag{ payments for medical COBRA premiums will

cease when Executive becomes eligible for anotimgtayer's medical plan). For the balance of
the period during which Executive and Executivéigilde dependents are entitled to coverage
under COBRA, Executive shall be entitled to maimtedverage for Executive and Executive's
eligible dependents at Executive's sole expens@cuive shall notify Heska immediately upon

Executive's acceptance of employment with anothrgrieyer.

iii. Accelerated vesting of Shares as follows:

A. A portion of any Time-Vesting Shares that wouldearttise have
vested on the first Time-Vesting Date following Buermination if such termination had not
occurred shall vest as follows: 27,500 Sharestiptield by a fraction, the numerator of which is
the number of days elapsed prior to such terminatiche vesting period ending on such Time-
Vesting Date, and the denominator of which is titalthumber of days in such vesting period.

B. Subject to Section 3(d)(i), if applicable, Marke¢sting Shares
that would otherwise vest if the 90-Day Price werequal the Change of Control Price shall be
deemed to vest. For purposes of this Agreemeat,Ghange of Control Pricé' means the net
price per share of Heska Common Stock, determiryeithdo Committee in good faith, based on
the fair market value of the total consideratiocereed by Heska and its stockholders in
connection with the transaction resulting in thea@je of Control, net of fees, expenses and
commissions incurred by Heska in connection witbhstransaction and any compensation or
other payments made by Heska or its successor skaHemployees as a result of such Change
of Control.

C. Subject to Section 3(d)(i), if applicable, EBITDAesting Shares
that would otherwise vest if the Adjusted EBITDA |atdated pursuant to this
Section 6(b)(iii))(C) were the Adjusted EBITDA onReporting Date shall be deemed to vest.
For purposes of this Section 6(b)(iii)(C), the Asted EBITDA shall be calculated in good faith
by the Committee for the twelve-month period endingthe last day of the month immediately
preceding the Change of Control, shall not be addiand shall be adjusted to take into account
normal, recurring year end adjustments.

C. Termination without Good Reason; Termination for Cause. If, at any time,
Executive's employment with Heska terminates valtilyt by Executive without Good Reason
or is terminated for Cause by Heska, then (i)wafifer vesting of Executive's outstanding equity
awards will terminate immediately, (ii) all paymsnf compensation by Heska to Executive
hereunder will terminate immediately (except asnmounts already earned), but Executive will
be paid all accrued but unpaid expense reimbursemand other benefits due to Executive
through Executive's termination date under any Gorggprovided or paid plans, policies, and
arrangements, and (iii) Executive will not be datitto any severance.

d. Excise Tax. In the event that any benefits payable to Exgeupursuant to
Section 6 of this Agreement T&rmination Benefits") (i) constitute "parachute payments"”
within the meaning of Section 280G of the Codeamy comparable successor provisions, and
(i) but for this Section 6(d), would be subjectthee excise tax imposed by Section 4999 of the
Code, or any comparable successor provisions EReise TaXx), then Executive's Termination
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Benefits hereunder shall be either (A) provide&xecutive in full, or (B) provided to Executive
as to such lesser extent which would result in adign of such benefits being subject to the
Excise Tax, whichever of the foregoing amounts, mwtaking into account applicable federal,
state, local, and foreign income and employmenggathe Excise Tax, and any other applicable
taxes, results in the receipt by Executive, onftar-#ax basis, of the greatest amount of benefits,
notwithstanding that all or some portion of suclnéféis may be taxable under the Excise Tax.
Unless Heska and Executive otherwise agree inngritany determination required under this
Section 6(d) shall be made in writing in good faithHeska's independent accountants. In the
event of a reduction of benefits hereunder, Exgewthall be given the choice of which benefits
to reduce. If Executive does not provide writtgenitification to Heska of which benefits
Executive chooses to reduce within ten (10) dayer afvritten notice of the accountants'
determination, and Executive has not disputed toewntants' determination, then Heska shall
select the benefits to be reduced. For purposemaking the calculations required by this
Section 6(d), the accountants may make reasonabiergptions and approximations concerning
applicable taxes and may rely on reasonable, gaoth finterpretations concerning the
application of the Code and other applicable legahority. Heska and Executive shall furnish
to the accountants such information and documentseaaccountants may reasonably request in
order to make a determination under this Sectidi). 6Heska shall bear all costs the accountants
may reasonably incur in connection with any calookes contemplated by this Section 6(d).

7. Conditions to Receipt of Severance; Covenants; Nouly to Mitigate.

a. Separation Agreement and Release of ClaimsThe receipt of any severance
pursuant to Section 6 will be subject to Executsigning and not revoking a confidential
separation agreement and release of claims inm feasonably acceptable to Heska. Such
agreement will provide (among other things) thatedixive will not disparage Heska, its
affiliates, parents, subsidiaries, directors, exgeu officers, employees, agents, or
representatives. No severance will be paid or igeal until the confidential separation
agreement and release agreement becomes effedliveseverance will be paid or provided if
the Executive's confidential separation agreememt @elease agreement is not signed and
irrevocable within forty-five (45) days after thexécutive's termination date. If Executive's date
of termination and the last day of any applicalibdwsory revocation period could fall in two
separate taxable years, regardless of when Execatitually executes and delivers the release,
payments will not commence until the later taxaidar.

b. Non-Competition. Executive agrees not to engage in Competitiondé&med
below) during the Term of Agreement and for twe{¥2) months following the termination or
expiration date. The geographic scope of thisi®edt(b) is the United States of America. If
Executive engages in Competition within such peraodl within such geographic scope, all
continuing payments and benefits to which Execubttteerwise may be entitled pursuant to
Section 6 will cease immediately.

C. Non-Solicitation. Executive agrees that, during the Term of Agrenaad for
twenty-four (24) months following the terminatiom expiration date, Executive, directly or
indirectly, whether as employee, owner, sole peipri partner, director, member, consultant,
agent, founder, co-venturer, or otherwise, (i) witt solicit, induce, or influence any person to
modify his or her employment or consulting relasbip with Heska (theNo-Inducement’),
and (ii) will not intentionally divert business aywaom Heska by soliciting business from any of
Heska's customers and users who would otherwise pkced the solicited order with Heska
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(the "No Solicit"). The geographic scope of this Section 7(cheWnited States of America. If
Executive breaches the No-Inducement or No Soigthin such period and within such
geographic scope, all continuing payments and Iitsnief which Executive otherwise may be
entitled pursuant to Section 6 will cease immediyate

d. Remedies. In the event of Executive's breach of Sectiony of 7(c), Heska
shall have any and all remedies available to lidmor in equity, including without limitation the
right to seek recovery of any amounts paid or Shgranted under Section 6 of this Agreement
and injunctive relief, specific performance, or atiier equitable relief to prevent a breach and
to secure the enforcement of this Section. Injueatelief may be granted immediately upon the
commencement of any such action, and Heska neegasdta bond to obtain temporary or
permanent injunctive relief.

e. No Duty to Mitigate. Executive is under no duty or requirement togaie the
amount of any payment contemplated by this Agre¢mmer will any earnings that Executive
may receive from any other source reduce any sagment.

8. Definitions.

a. Benefit Plans. For purposes of this AgreemenBehefit Plans' means plans,
policies, or arrangements that Heska sponsorsguicipates in) and that immediately prior to
Executive's termination of employment provide Examiand Executive's eligible dependents
with medical, dental, or vision benefits. Benéflans do not include any other type of benefit
(including, but not limited to, financial counsaindisability, life insurance, or retirement
benefits). A requirement that Heska provide Exeeuand Executive's eligible dependents with
coverage under the Benefit Plans will not be datistinless the coverage is no less favorable
than that provided to Executive and Executive'gilgie dependents immediately prior to
Executive's termination of employment.

b. Cause. For purposes of this Agreemen€dusé shall mean the occurrence of
one or more of the following: (i) conviction of, entry of a plea oholo contenderdo, any
felony crime (including one involving moral turpde), or any crime which reflects so negatively
on Heska to be detrimental to Heska's image orésts, or any act of fraud or dishonesty that
has such negative reflection upon Heska,; (ii) thgeeated commitment of insubordination or
refusal to comply with any reasonable request efBbard related to the scope or performance
of Executive's duties; (iii) possession of anygiédrug on Heska premises or being under the
influence of illegal drugs or abusing prescriptidrugs or alcohol while on Heska business,
attending Heska-sponsored functions, or on Heskmiges; (iv) the gross misconduct or gross
negligence in the performance of Executive's residities which, based upon good faith and
reasonable factual investigation of the Board, destrates Executive's unfitness to serve;
(v) material breach of Executive's obligations untlés Agreement; or (vi) material breach of
any fiduciary duty of Executive to Heska, whichuks in material damage to Heska or its
business; provided, however, that if any occurramer subsections (ii), (iv), (v), and (vi) may
be cured, Heska will provide notice to Executivesaiing the nature of such event and
Executive will thereafter have thirty (30) daysctare such event, and if such event is cured with
that 30-day period, then grounds will no longeisefor terminating Executive's employment for
Cause.
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C. Change of Control. For purposes of this AgreementHange of Control'
means (i) a sale of all or substantially all of kl#s assets, (ii) any merger, consolidation, or
other business combination transaction of Hesk# wit into another corporation, entity, or
person, other than a transaction in which the hieldéat least a majority of the shares of voting
capital stock of Heska outstanding immediately preosuch transaction continue to hold (either
by such shares remaining outstanding or by themgoeonverted into shares of voting capital
stock of the surviving entity) a majority of thetabvoting power represented by the shares of
voting capital stock of Heska (or the surviving igit outstanding immediately after such
transaction, (iii) the direct or indirect acquisiti (including by way of a tender or exchange
offer) by any person, or persons acting as a groftipeneficial ownership or a right to acquire
beneficial ownership of shares representagmajority of the voting power of the then
outstanding shares of capital stock of Heska,gigpntested election of Directors, as a result of
which or in connection with which the persons wherevDirectors before such election or their
nominees cease to constitute a majority of the ®@aar(v) a dissolution or liquidation of Heska.

d. Competition. For purposes of this Agreement, Executive wildeemed to have
engaged in Competition” if Executive, without the written consent of thH&goard or an
authorized officer of any successor company to Hegdkectly or indirectly (1) provides services
or assistance in any form to any individual, entitycompany providing veterinary products for
the companion animal health industry or imagingdpids or services for the veterinary market
in the United States (Restricted Company’), whether such services or assistance is provided
as an employee, consultant, agent, corporate gffittieector, or otherwise or (2) participates in
the financing, operation, management, or contrgl adfRestricted Company. A Restricted
Company includes, Abaxis, Inc., IDEXX Laboratoriés;., scil animal health company GmbH,
VCA Antech, Inc., Sound Technologies, Inc. (curhera wholly owned subsidiary of VCA
Antech, Inc.), and the Synbiotics subsidiary of @oéxcluding the other operations of Zoetis),
or any successor thereto. Notwithstanding thegimirey, nothing contained in this Section 8(d)
or in Section 7(b) above shall prohibit Executiveni being employed or engaged following the
Term of Agreement in a corporate function or semeanagement position (and holding
commensurate equity interests) in a division oeatRcted Company, so long as such division is
not in any way engaged in providing veterinary piid for the companion animal health
industry or imaging products or services for theéevieary market in the United States and
Executive does not directly or indirectly providengces or assistance to any division that does
provide veterinary products for the companion amhihesalth industry or imaging products or
services for the veterinary market in the Unitealt&H.

e. Disability. For purposes of this AgreemenDisability” shall mean that, by
reason of any medically determinable physical ontaleimpairment that can be expected to
result in death or can be expected to last for rgtimoous period of not less than twelve (12)
months, the Executive either (i) is unable to penféhe business and professional services in the
performance of Executive's duties, consistent \lixecutive's position within Heska, as prior
reasonably assigned to Executive by the Boardij)as (receiving income replacement benefits
for a period of not less than three (3) months ugkeaccident and health plan covering Heska
employees.

f. Good Reason.

I. For purposes of this AgreemenGdod Reasofi means the occurrence of
any of the following without Executive's expresstign consent:
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A. Executive's authority with Heska is, or Executivelgties or
responsibilities as President and Chief Executiffec€ are, materially diminished relative to
Executive's authority, duties, and responsibiliiesn effect immediately prior to such change;

B. a material diminution in Executive's Base Salary imseffect
immediately prior to such diminution; provided, tlz across-the-board reduction in the base
compensation and benefits of all other executiiecars of Heska by the same percentage
amount (or under the same terms and conditiong)aais of a general base compensation
reduction and/or benefit reduction shall not cdoisuch a qualifying material diminution;

C. a material change in the geographic location of cbiee's
principal place of employment such that the nevation results in a commute for Executive
that is both (A) longer than Executive's commutermto the relocation and (B) greater than
fifty (50) road miles each way from Executive's lom the Beaver Creek, Colorado area;

D. any material breach by Heska of any provision o fkgreement;
and

E. any acquiring company fails to assume or be boynithd terms of
this Agreement In Connection with a Change of Gaintr

il. The aforementioned occurrences shall not be de&oed Reason unless
Executive gives Heska written notice of the existenf the condition which Executive believes
constitutes Good Reason (which notice must be gwehin ninety (90) days of the initial
existence of the condition) and such condition riesiancured for a period of thirty (30) days
after the date of such notice. An event of Goocddee shall occur automatically at the
expiration of such 30-day period if the relevamadaition remains uncured at such time.

iii. Failure of the Heska stockholders to approve thar&increase Proposal
at the Annual Meeting shall not be deemed a bre&this Agreement by Heska and shall not
constitute Good Reason.

g. In_Connection with a Change of Control. For purposes of this Agreement, a
termination of Executive's employment with Heska"lis Connection with a Change of
Control" if Executive's employment is terminated withowuSe or for Good Reason during the
period beginning three (3) months prior to a Chamig€ontrol and ending eighteen (18) months
following a Change of Control.

9. Confidential Information.  Executive acknowledges that Executive has exdcute
Heska's standard employee Confidential Informatiand Invention Agreement (the
"Confidentiality Agreement”). During the Term of Agreement, Executive agreksequested
by Heska, to execute any updated versions of Hefiath of employee confidential information
agreement as may be required of substantiallyf #lleska's executive officers.

10.  Executive's Representations and Warranties.Executive represents and warrants that
Executive is not a party to any other employmermt-oompetition, or other agreement or
restriction which could interfere with the Exec@l’y employment with Heska or Executive's or
Heska's rights and obligations hereunder and thatiive's acceptance of employment with
Heska and the performance of Executive's dutiesumeler will not breach the provisions of any
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contract, agreement, or understanding to whichikecutive is party or any duty owed by the
Executive to any other person.

11. Natices. All notices, requests, demands, and other comeations called for hereunder

will be in writing and will be deemed given (a) tme date of delivery if delivered personally,

(b) one (1) day after being delivered through aomally recognized overnight courier service,
or (c) five (5) business days after the date oflin@if sent certified or registered mail. Notice

to Heska shall be sent to its principal place dfibess with a copy provided by facsimile to the
Chair of the Committee, and notice to Executivel voé delivered personally or sent to
Executive's last known address provided to Heska.

12.  Successors and AssignsThis Agreement will be binding upon and inurehe benefit

of (a) the heirs, executors, and legal represemtmtof Executive upon Executive's death and
(b) any Successor of Heska. Any such Successatefased below) of Heska will be deemed
substituted for Heska under the terms of this Agwes for all purposes. For purposes of this
Section, Successdl means any person, firm, corporation, or otheiirmss entity which at any
time, whether by purchase, merger, or otherwiseectly or indirectly, acquires all or
substantially all of the assets or business of Bledkone of the rights of Executive to receive
any form of compensation payable pursuant to tlgseAment may be assigned or transferred
except by will or the laws of descent and distridmuit Any other attempted assignment, transfer,
conveyance, or other disposition of Executive'sitri@ compensation or other benefits will be
null and void.

13. Integration. This Agreement, together with the ConfidentialAgreement, Heska's
stock plans, and Executive's restricted stock agee¢s, represents the entire agreement and
understanding between the Parties as to the sulmatter herein and supersedes all prior or
contemporaneous agreements whether written or melding the Prior Agreement. No
waiver, alteration, or modification of any of theopisions of this Agreement will be binding
unless in a writing that specifically referencess tBection and is signed by duly authorized
representatives of the Parties hereto.

14. Interpretation. Section titles and headings contained hereiinagerted for convenience
of reference only and are not intended to be aqgfast to affect the meaning or interpretation of
this Agreement. The determination of the termsaaf] the drafting of, this Agreement has been
by mutual agreement after negotiation, with consitien by and participation of all Parties.
Accordingly, the Parties agree that rules relatmghe interpretation of contracts against the
drafter of any particular clause shall not applyhe case of this Agreement.

15. Waivers. Any term or provision of this Agreement may beiwed, or the time for its
performance may be extended, by the Party or Bagtiéitled to the benefit thereof. Any such
waiver shall be validly and sufficiently authorizéat the purposes of this Agreement if, as to
any Party, it is authorized in writing by an auiled representative of such Party. The failure of
any Party hereto to enforce at any time any prowisif this Agreement shall not be construed to
be a waiver of such provision, nor in any way teetfthe validity of this Agreement or any part
hereof or the right of any Party thereafter to erdoeach and every such provision. No waiver
of any breach of this Agreement shall be held tostitute a waiver of any other or subsequent
breach.
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16.  Partial Invalidity. Wherever possible, each provision hereof shalhtegpreted in such
manner as to be effective and valid under applecddlv, but in case any one or more of the
provisions contained herein shall, for any reas@nheld to be invalid, illegal or unenforceable
in any respect, such provision shall be ineffectivehe extent, but only to the extent, of such
invalidity, illegality or unenforceability withoutnvalidating the remainder of such invalid,
illegal or unenforceable provision or provisionsamy other provisions hereof, unless such a
construction would be unreasonable. The partieseathat an arbitrator or court of competent
jurisdiction shall reform any invalid, illegal, ounenforceable provisions to ensure such
provisions are effective and valid under applicdale.

17. Tax Matters.

a. Except as provided in Section 6(d) above, Execusigeces that Executive is
responsible for any applicable taxes of any nafunguding any penalties or interest that may
apply to such taxes) that are reasonably deterntmegply to any payment made to Executive
hereunder (or any arrangement contemplated hereurnlat Executive's receipt of any benefit
hereunder is conditioned on Executive's satisfactb any applicable withholding or similar
obligations that apply to such benefit, and that emsh payment owed to Executive hereunder
will be reduced to satisfy any such withholdingsonilar obligations that may apply thereto.

b. Executive acknowledges that no representative entagf Heska has provided
Executive with any tax advice of any nature, anedttive has consulted with Executive's own
legal, tax, and financial advisor(s) as to tax egldted matters concerning the compensation to
be received under this Agreement.

C. Executive acknowledges that under Section 83 ofGbee, as the shares of
Restricted Stock granted under this Agreement'@tares) vest, the fair value of such Shares
will be reportable as ordinary income at that tintexecutive further understands that instead of
being taxed when and as the Shares vest, Exeauiiyeelect to be taxed as of the date the
Shares are granted to Executive, with respectadain value of all Shares on such date. Such
election may only be made under Section 83(b) ef@ode within thirty (30) days after such
date of grant. Executive acknowledges that faitarmake this filing within the (30) day period
will result in the recognition of ordinary incomes ahe Shares vest. EXECUTIVE
ACKNOWLEDGES THAT IT IS EXECUTIVE'S SOLE RESPONSIBITY, AND NOT THE
COMPANY'S, TO FILE A TIMELY ELECTION UNDER SECTION83(b), EVEN IF
EXECUTIVE REQUESTS THE COMPANY OR ITS REPRESENTAHS TO MAKE THIS
FILING ON EXECUTIVE'S BEHALF. EXECUTIVE IS RELYINGSOLELY ON HIS OWN
ADVISORS WITH RESPECT TO THE DECISION AS TO WHETHEBR NOT TO FILE AN
83(b) ELECTION.

18. Section 409A.

a. This Agreement is intended to comply with Sectiod®A4 of the Code, as
amended Section 409A) and shall be construed accordingly. It is thiemtion of the Parties
that payments or benefits payable under this Agee¢mot be subject to the additional tax or
interest imposed pursuant to Section 409A. Teaettient such potential payments or benefits are
or could become subject to Section 409A, the Padiall cooperate to amend this Agreement
with the goal of giving Executive the economic b@salescribed herein in a manner that does
not result in such tax or interest being imposadyided, however, that no such amendment
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shall materially increase the cost to, or imposeletility on Heska with respect to any benefits
contemplated or provided hereunder. Executivelslalthe request of Heska, take any
reasonable action (or refrain from taking any amgtioequired to comply with any correction
procedure promulgated pursuant to Section 409A.

b. If a payment that could be made under this Agreemesuld be subject to
additional taxes and interest under Section 409é8skid in its sole discretion may accelerate
some or all of a payment otherwise payable underAgreement to the time at which such
amount is includible in the income of Executivepyded that such acceleration shall only be
permitted to the extent permitted under TreasurguRdion 8 1.409A-3(j)(4)(vii) and the
amount of such acceleration does not exceed theuainpermitted under Treasury Regulation
8 1.409A-3(j)(vii).

C. No payment to be made under this Agreement shatidae at a time earlier than
that provided for in this Agreement unless suchnpaiyt is (i) an acceleration of payment
permitted to be made under Treasury Regulatiod89A-3(j)(4) or (i) a payment that would
otherwise not be subject to additional taxes atet@st under Section 409A.

d. The right to each payment described in this Agregmsball be treated as a right
to a series of separate payments and a separd@gitifiable payment for purposes of Section
409A.

e. For purposes of Section 6 of this Agreemetatrination” (or any similar term)
when used in reference to Executive's employmeall shean "separation from service" with
Heska within the meaning of Section 409A(a)(2)(Adf the Code and applicable administrative
guidance issued thereunder, and Executive shatbhsidered to have terminated employment
with Heska when, and only when, Executive incurseparation from service" with Heska
within the meaning of Section 409A(a)(2)(A)(i) diiet Code and applicable administrative
guidance issued thereunder.

f. If Executive qualifies as a "specified employee'thivi the meaning of Section
409A(a)(2)(B)(i) of the Code and would receive grayment sooner than six (6) months after
Executive's separation from service that, absemtafiplication of this Section 18(f), would be
subject to additional tax imposed pursuant to $acl09A as a result of such status as a
specified employee, then such payment shall indvegoltyable on the date that is the earliest of
() six (6) months after Executive's separatiomfreervice, (i) Executive's death, or (iii) such
other date as will not result in such payment bsingject to such additional tax.

19. Governing Law; Waiver of Jury Trial. This Agreement shall be governed by and
construed in accordance with the internal lawshef$tate of Colorado without regard to conflict
of law principles. The Parties hereto each wahartrespective rights to a jury trial of any and
all such claims and causes of action.

20. Counterparts. This Agreement may be executed in counterpanid,emch counterpart
will have the same force and effect as an origavadl will constitute an effective, binding
agreement on the part of each of the undersigned.

21.  Arbitration; Attorney's Fees. Subject to Section 7(d) above, if any disputsesrunder
this Agreement or by reason of any asserted bre&dh or from the Parties’ employment
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relationship or any other relationship, either fPamay elect to have the dispute resolved through
arbitration. The arbitration shall be binding ammhducted pursuant to the rules of the American
Arbitration Association under its National Rules fbe Resolution of Employment Disputes and
the arbitrator shall allocate the fees and expeotssch arbitration. Regardless of whether the
dispute is resolved through arbitration or litigati the prevailing Party shall be entitled to
recover all costs and expenses, including reasenatbbrneys' fees, incurred in enforcing or
attempting to enforce any of the terms, covenantsanditions, including costs incurred prior
to commencement of arbitration or legal action, alh@osts and expenses, including reasonable
attorneys' fees, incurred in any appeal from amo@adbrought to enforce any of the terms,
covenants or conditions. For purposes of thisi@ectprevailing Party" includes, without
limitation, a Party who agrees to dismiss a suitpoyceeding upon the other's payment or
performance of substantially the relief sought.

22.  Survival.  Notwithstanding any provision of this Agreemerd the contrary,
Sections 3(c)(ii)(B)(3) and 6 through 22 shall suevthe expiration or termination of this
Agreement.
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IN WITNESS WHEREOF, Heska has caused this Employment Agreement wuhe
executed by a representative thereunto duly awbdyi and Executive has hereunto set
Executive's hand, all as of the day and year dilbstve written.

HESKA CORPORATION

[s/ William A. Aylesworth,

William A. Aylesworth, Lead Director

Acting with Authority of the Board in its Entirety
Date: March 26, 2014

EXECUTIVE:

/s/ Kevin S. Wilson
Kevin S. Wilson
Date: March 26, 2014
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EXHIBIT A

Form of Restricted Stock Agreement
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HESKA CORPORATION
1997 STOCK INCENTIVE PLAN
RESTRICTED STOCK GRANT AGREEMENT

THIS AGREEMENT is made as of the day of , 2014 (the
"Grant Date") by and between Heska Corporation'{@@npany”), and Kevin S. Wilson (the
"Executive"), in connection with the execution of Bmployment Agreement dated on or about
the same date between the Company and ExecutéEthployment Agreement”).

In consideration of the mutual covenants and spreations herein set forth, the
Company and Executive agree as follows:

SECTION 1. GRANT OF STOCK.

1.1  Precedence of Plan. This Agreement is subjeatdcshall be construed in
accordance with the terms and conditions of thekel€orporation 1997 Stock Incentive Plan
(the "Plan"), as now or hereinafter in effect. Asapitalized terms that are used in this
Agreement without being defined and that are definghe Plan shall have the meaning
specified in the Plan.

1.2  Grant of Stock. The Company hereby grants to Bxezan aggregate of
110,000 shares of Restricted Stock (the "Sharssbject to vesting as provided in Section 2.

SECTION 2. UNVESTED SHARES SUBJECT TO FORFEITURE.

2.1  Shares Subject to Forfeiture. The Shares are dtbjéime-based vesting
requirements.

a. The Shares will vest as follows: (a) 27,500 Shands/est on the six-
month anniversary of the Grant Date; and (b) 27 &dfitional Shares will vest on each
succeeding anniversary of the Grant Date, up tareidding the third anniversary of the grant
date.

b. In the event that Executigeemployment with the Company is terminated
prior to vesting, Executive will forfeit all righo Shares that have not yet vested.

C. Notwithstanding the previous paragraph (b), if Exe® is terminated by
the Company without Cause or voluntarily with Gdehason, and such termination is In
Connection with a Change of Control, a portionmy &hares that would otherwise have vested
on the vesting date next following such terminatfasuch termination had not occurred will
vest as follows: 27,500 Shares, multiplied byeation, the numerator of which is the number of
days elapsed prior to such termination in the ugsteriod ending on such vesting date, and the
denominator of which is the total number of daysueh vesting period.

d. For purposes of this Agreement, the following digfims will apply:

I. "Cause" means mean the occurrence of one or mahe of
following: (i) conviction of, or entry of a plea oblo contendere to, any felony crime (including
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one involving moral turpitude), or any crime whialects so negatively on the Company to be
detrimental to the Comparyimage or interests, or any act of fraud or diglsonthat has such
negative reflection upon the Company; (ii) the stpd commitment of insubordination or
refusal to comply with any reasonable request @Bbard related to the scope or performance
of Executives duties; (iii) possession of any illegal drug congpany premises or being under
the influence of illegal drugs or abusing presaoipidrugs or alcohol while on Company
business, attending Company-sponsored functions) the Company premises; (iv) the gross
misconduct or gross negligence in the performam&xecutives responsibilities which, based
upon good faith and reasonable factual investigatidhe Board, demonstrates Execusive
unfitness to serve; (v) material breach of Exe@&giwbligations under this Agreement; or (vi)
material breach of any fiduciary duty of Executieehe Company, which results in material
damage to the Company or its business; providesleher, that if any occurrence under
subsections (ii), (iv), (v), and (vi) may be curdte Company will provide notice to Executive
describing the nature of such event and Executiltehereafter have thirty (30) days to cure
such event, and if such event is cured with thad@@ period, then grounds will no longer exist
for terminating Executive employment for Cause.

il "Change of Control" means (i) a sale of all or $absally all of
the Compan'g assets, (ii) any merger, consolidation, or otlusiness combination transaction
of the Company with or into another corporatiortjtgnor person, other than a transaction in
which the holders of at least a majority of thersbaf voting capital stock of the Company
outstanding immediately prior to such transactiontinue to hold (either by such shares
remaining outstanding or by their being converted shares of voting capital stock of the
surviving entity) a majority of the total voting wer represented by the shares of voting capital
stock of the Company (or the surviving entity) damsling immediately after such transaction,
(iii) the direct or indirect acquisition (includirgy way of a tender or exchange offer) by any
person, or persons acting as a group, of benebeakrship or a right to acquire beneficial
ownership of shares representing a majority oithteng power of the then outstanding shares of
capital stock of the Company, (iv) a contestedtalacf Directors, as a result of which or in
connection with which the persons who were Dirextmefore such election or their nominees
cease to constitute a majority of the Board, o(djssolution or liquidation of the Company.

ili. "Good Reason" means the occurrence of any of fheviog
without Executives express written consent:

(2) Executives authority with the Company is, or Executsve
duties or responsibilities as Chief Executive Gifiand President are, materially diminished
relative to Executive authority, duties, and responsibilities as ir&ffimmediately prior to
such change;

(2)  a material diminution in Executit®eBase Salary as in
effect immediately prior to such diminution; progd| that an across-the-board reduction in the
base compensation and benefits of all other exexofficers of the Company by the same
percentage amount (or under the same terms andgtionsyl as part of a general base
compensation reduction and/or benefit reductiol siod constitute such a qualifying material
diminution;
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3) a material change in the geographic location ofchkees
principal place of employment such that the nevation results in a commute for Executive that
is both (A) longer than Executigecommute prior to the relocation and (B) grediantfifty (50)
road miles each way from Executsv@ome in the Beaver Creek, Colorado area;

4) any material breach by the Company of any provision
the Employment Agreement; and

(5) any acquiring company fails to assume or be boynithd
terms of the Employment Agreement In ConnectiomwaiChange of Control.

The aforementioned occurrences shall not be de&@oned Reason
unless Executive gives the Company written notidh® existence of the condition which
Executive believes constitutes Good Reason (whiticeén must be given within ninety (90) days
of the initial existence of the condition) and seomdition remains uncured for a period of thirty
(30) days after the date of such notice. An eeé@ood Reason shall occur automatically at the
expiration of such 30-day period if the relevamadaition remains uncured at such time.

Failure of the Compars/stockholders to approve the issuance of
the stock described as the "Conditional GranthaEmployment Agreement shall not be
deemed to constitute termination for Good Reason.

iv. "In Connection with a Change of Control" means theatcutives
employment is terminated without Cause or for GBedson during the period beginning three
months prior to a Change of Control and endingteigi months following a Change of Control.

2.2  Restriction on Transfer. Until the Shares areaeksthe Shares may not be sold,
transferred, pledged, assigned, or otherwise akeinar hypothecated.

SECTION 3. STOCKHOLDER RIGHTS

3.1 Stock Register and Certificates. The Shares willdzorded in the stock register
of the Company in the name of Executive. If apggidie, a stock certificate or certificates
representing the Shares will be registered in #raenof Executive, but such certificates shall
remain in the custody of the Company. Executivalsteposit with the Company a Stock
Assignment Separate from Certificate in the fortacted below as Attachment 1, endorsed in
blank, so as to permit retransfer to the Comparsfladr a portion of the Shares that are forfeited
or otherwise do not become vested in accordandethét Plan and this Agreement.

3.2  Exercise of Stockholder Rights. Executive shallehthe right to vote the Shares
(to the extent of the voting rights of said Shaifany), to receive and retain all regular cash
dividends and such other distributions, as the @o&Directors of the Company may, in its
discretion, designate, pay or distribute on sucir&t) and to exercise all other rights, powers
and privileges of a holder of Common Stock withpexs to such Shares, except as set forth in
this Agreement and the Plan.

3.3 Legends. Certificates, if any, representing thar&hwill contain the following
or other legends in the Comp&hgliscretion:
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THE SHARES REPRESENTED BY THIS CERTIFICATE ARE SURJT TO
CERTAIN RESTRICTIONS UPON AND OBLIGATIONS WITH REEZT TO
TRANSFER AND RIGHTS OF REPURCHASE AS SET FORTH INIA
AGREEMENT BETWEEN THE COMPANY AND THE ORIGINAL
REGISTERED HOLDER, A COPY OF WHICH IS ON FILE AT HH
PRINCIPAL OFFICE OF THE COMPANY.

SECTION 4. RESPONSIBILITY FOR TAXES.

4.1  Section 83(b) Election. Executive may complete fedvith the Internal
Revenue Service an election pursuant to Sectidn) &3the Internal Revenue Code to be taxed
currently on the fair market value of the Sharethaut regard to the vesting restrictions set forth
in this Agreement. Executive shall be respondiliall taxes associated with the acceptance of
the transfer of the Shares, including any tax ligbassociated with the representation of fair
market value if the election is made pursuant tdeC8ection 83(b).

4.2  Withholding. In accordance with Section 12 of Bian, Executive agrees to
make arrangements satisfactory to the Companyésatisfaction of any withholding tax
obligations that arise in connection with the Rlader applicable federal, state, local or foreign
law. The Company in its discretion may permit Exee to satisfy all or part of his withholding
or income tax obligations by having the Companyhiatid all or a portion of the Shares that
otherwise would be issued to him on vesting.

SECTION 5. MISCELLANEOUS.

5.1 Not an Employment Contract. This Agreement isaroemployment contract
and nothing in this Agreement shall be deemedeaterin any way whatsoever any obligation
on the part of Executive to remain in the servitthe Company in any capacity, or of the
Company to continue Executigeservice in any capacity.

5.2  Effect on Employee Benefits. Executive agreesttatAward will constitute
special incentive compensation that will not beetaknto account as "salary” or "compensation”
or "bonus" in determining the amount of any paymertder any pension, retirement, profit
sharing or other remuneration plan of the Companigss so provided in such plan.

5.3  Further Assurances. The parties agree to exeaatefarther instruments and to
take such further action as may reasonably be sape® carry out the intent of this Agreement.

5.4  Entire Agreement. This Agreement, including ankibis, is the entire
agreement of the parties with respect to the stubjatter hereof and supersedes all prior oral
and written understandings of the parties.

5.5 Governing Law. This Agreement shall be governeaiy construed in
accordance with the laws of the State of Delawarapgplied to contracts between Delaware
residents to be wholly performed within the Stdt€olorado.

IN WITNESS WHEREOF, the parties hereto have exettiiess Agreement as of
the day and year first above written.
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HESKA CORPORATION

EXECUTIVE a Delaware corporation
By:
Title:

Address
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ASSIGNMENT SEPARATE FROM CERTIFICATE

FOR VALUE RECEIVED, I, , hgredell, assign and

transfer unto ( ) shares of the

Common Stock of Heska Corporation, standing in ragn@ on the books of said corporation

represented by Certificate No.  herewith dadhereby irrevocably constitute and appoint

to transfer said stocktba books of the within-named corporation with

full power of substitution in the premises.

Dated:

Signature:

This Assignment Separate from Certificate was ebegtin conjunction with the terms of a
Restricted Stock Grant Agreement between the alaggegnor and Heska Corporation, dated
_,2014.

Instruction: Please do not fill in any blanks otherthan the signature line.

6718697_4
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HESKA CORPORATION
1997 STOCK INCENTIVE PLAN
RESTRICTED STOCK GRANT AGREEMENT

THIS AGREEMENT is made as of the day of , 2014 (the
"Grant Date") by and between Heska Corporation'{@@npany”), and Kevin S. Wilson (the
"Executive"), in connection with the execution of Bmployment Agreement dated on or about
the same date between the Company and ExecutéEthployment Agreement”).

In consideration of the mutual covenants and remtasions herein set forth, the
Company and Executive agree as follows:

SECTION 1. GRANT OF STOCK.

1.1  Precedence of Plan. This Agreement is subjeatdcshall be construed in
accordance with the terms and conditions of thekel€orporation 1997 Stock Incentive Plan
(the "Plan"), as now or hereinafter in effect. Asapitalized terms that are used in this
Agreement without being defined and that are definghe Plan shall have the meaning
specified in the Plan.

1.2  Grant of Stock. The Company hereby grants to Bxezan aggregate of
130,000 shares of Restricted Stock (the "Sharssbject to vesting as provided in Section 2.

SECTION 2. UNVESTED SHARES SUBJECT TO FORFEITURE.

2.1 Shares Subject to Forfeiture.

a. Vesting Conditions. The Shares will vest as fodow

I. Market Price Vesting. 13,000 shares will vest achedate that the
90-Day Price first equals or exceeds each of theviing thresholds (the_"Market-Vesting
Thresholds"): (i) $12.60, (ii) $16.38, (iii)) $24.2(iv) $26.55 and (v) $31.95 (collectively, the
"Market-Vesting Shares"). In the event of a stepkt, stock dividend or reverse stock split
affecting the Common Stock, the Committee will atljilhne Market-Vesting Thresholds to
appropriately reflect such event. Each Market-\fegfihreshold is a distinct vesting trigger and
multiple Market-Vesting Threshold events may bei@atd simultaneously; for the avoidance of
doubt and by way of illustration, if the 90-Day ¢&riequals or exceeds $16.38, then 26,000
shares would vest.

il EBITDA Vesting. 13,000 shares will vest on eaclp&&ng Date
that the Comparny Adjusted EBITDA for the preceding fiscal yeasfiequals or exceeds each
of the following thresholds (the "EBITDA-Vesting figsholds"): (i) $2,460,000,

(i) $3,200,000, (iii) $4,150,000, (iv) $5,180,0860d (v) $6,240,000 (collectively, the "EBITDA-
Vesting Shares”). Each EBITDA-Vesting Threshold @istinct vesting trigger and multiple
EBIDTA-Vesting Threshold events may be achieveduiameously; for the avoidance of doubt
and by way of illustration, if on the Reporting Bdor Fiscal Year 2014 the Adjusted EBITDA

is $3,400,000, then 26,000 shares would vest. &igrgses of this Agreement, "Reporting Date"
means the date in each fiscal year that the Con'paridependent public accountants issue their
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audit report on the Compasyfinancial statements for the preceding fiscal yeach, an_"Audit
Report"). For purposes of this Agreement, "AdjddEBITDA" means for any fiscal year, the
following, determined on a consolidated basis icoadance with generally-accepted accounting
principles for the Company and its subsidiarieseldeon the Audit Report for such year:

(x) consolidated net income plus (y) the sum offdtl®wing, without duplication, to the extent
deducted in determining such consolidated net irco() income and franchise tax expense,
(2) interest and other expense (net), (3) amortimand depreciation and (4) compensation
expense paid to the Companigxecutive Chair, if any.

b. Financial Statement Restatement. Notwithstandirygoaovision of this
Agreement to the contrary, in the event that then@any issues a restatement of its audited
financial statements (a "Restatement") after amjiggoof the Shares have vested:

I. If any portion of the Shares have vested basedbiewement of
an EBITDA-Vesting Threshold and within 4 years #adter the Company subsequently issues a
Restatement affecting Adjusted EBITDA for the cepending fiscal year such that the
EBITDA-Vesting Threshold would not have been mathsportion of the Shares will be
deemed not to have vested, and

il. If any portion of the Shares have vested basectbie@ement of a
Market-Vesting Threshold, and within 2 years théiegadhe Company issues a Restatement
affecting the Adjusted EBITDA for the correspondiisgal year such that the Adjusted
EBITDA set forth in the Restatement is less thanAljusted EBITDA target corresponding to
such Market-Vesting Threshold in the following ®hihen such portion of the Shares will be
deemed not to have vested:

Market-Vesting Threshold| Target Adjusted EBITDA
Level 1 $12.60 $2,460,000
Level 2 $16.38 $3,200,000
Level 3 $21.24 $4,150,000
Level 4 $26.55 $5,180,000
Level 5 $31.95 $6,240,000

iii. If any portion of the Shares is deemed not to hagted pursuant
to the foregoing paragraphs (i) or (ii) (an "UnesdrGrant"), then Executive shall either
(x) promptly return the Shares comprising the UnedrGrant to the Company or (y) if
Executive has sold such Shares, pay to the Comp#hiynn one year from the date of the
corresponding Restatement an amount equal to toeeds Executive received from any sale of
such Shares not returned by Executive pursuahetéoregoing clause (x). In addition to the
foregoing, Executive compensation and equity awards shall remain sutgj@ny applicable
law (including without limitation Section 302 ofdtsarbanes Oxley Act and Section 954 of the
Dodd Frank Act) or regulation in effect from tineettme.

C. In the event that Executigeemployment with the Company is terminated
prior to vesting, Executive will forfeit all right Shares that have not yet vested.
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d. Notwithstanding the previous paragraph (c):

I. If Executive is terminated by the Company withoaiu€e (other
than in connection with a Change in Control) anthini180 days after such termination either
(A) the Company achieves one or more Market-Veslimgsholds or (B) a Reporting Date
occurs on which the Company achieves one or mot@[EB-Vesting Threshholds, then any
Shares that would have otherwise vested if suchitation had not occurred will be deemed to
vest.

il. If Executive is terminated by the Company withoaiu€e or
voluntarily with Good Reason, and such terminatgom Connection with a Change of Control,
(y) Shares that would otherwise vest in accordavitethe Market-Vesting Threshold if the 90-
Day Price were to equal the Change of Control Ritiebe deemed to vest, and (z) Shares that
would otherwise vest in accordance with the EBITB@&sting Threshold will vest if the
Committee estimates that, as of the last day ofitbeth immediately preceding the Change of
Control, if such date were a Reporting Date anthtainto account the twelve-month period
ending on such date, the EBITDA-Vesting Threshotdild be met.

e. Definitions. For purposes of this Agreement, thiéofving definitions
will apply:

I. "90-Day Price" means, with respect to any dateatleage of the
closing prices per share of the Compar§ommon Stock for the 90 trading days ending @h su
date (inclusive) on the NASDAQ Stock Market, othi€ Shares are not traded on the NASDAQ
Stock Market, the average of the high bid and Isked prices on such trading days quoted on
the NASDAQ OTC Bulletin Board or by the National @ation Bureau, Inc., or a comparable
service as determined in the discretion of the Cdtam

il. "Cause" means mean the occurrence of one or mahe of
following: (i) conviction of, or entry of a plea oblo contendere to, any felony crime (including
one involving moral turpitude), or any crime whiailects so negatively on the Company to be
detrimental to the Compayimage or interests, or any act of fraud or diglsonthat has such
negative reflection upon the Company; (ii) the spd commitment of insubordination or
refusal to comply with any reasonable request @Bbard related to the scope or performance
of Executives duties; (iii) possession of any illegal drug amgpany premises or being under
the influence of illegal drugs or abusing presaoiptdrugs or alcohol while on Company
business, attending Company -sponsored functiora the Company premises; (iv) the gross
misconduct or gross negligence in the performam&xecutives responsibilities which, based
upon good faith and reasonable factual investigaticthe Board, demonstrates Execusive
unfitness to serve; (v) material breach of Exe@giwbligations under this Agreement; or (vi)
material breach of any fiduciary duty of Executiegehe Company, which results in material
damage to the Company or its business; providesleher, that if any occurrence under
subsections (ii), (iv), (v), and (vi) may be curédte Company will provide notice to Executive
describing the nature of such event and Executiltehereafter have thirty (30) days to cure
such event, and if such event is cured with thad@@ period, then grounds will no longer exist
for terminating Executive employment for Cause.
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ii. "Change of Control" means (i) a sale of all or $absally all of
the Compan'g assets, (ii) any merger, consolidation, or otlusiness combination transaction
of the Company with or into another corporatiortjtgnor person, other than a transaction in
which the holders of at least a majority of thersbaf voting capital stock of the Company
outstanding immediately prior to such transactiontinmue to hold (either by such shares
remaining outstanding or by their being converted shares of voting capital stock of the
surviving entity) a majority of the total voting wer represented by the shares of voting capital
stock of the Company (or the surviving entity) damsling immediately after such transaction,
(iii) the direct or indirect acquisition (includirgy way of a tender or exchange offer) by any
person, or persons acting as a group, of benebeakrship or a right to acquire beneficial
ownership of shares representing a majority oithteng power of the then outstanding shares of
capital stock of the Company, (iv) a contestedtalacf Directors, as a result of which or in
connection with which the persons who were Dirextmefore such election or their nominees
cease to constitute a majority of the Board, oa(djssolution or liquidation of the Company.

iv. "Change of Control Price" means the net price paresof
Company Common Stock, determined by the Committgmod faith, based on the fair market
value of the total consideration received by thenBany and its stockholders in connection with
the transaction resulting in the Change of Contret,of fees, expenses and commissions
incurred by the Company in connection with suchgeztion and any compensation or other
payments made by the Company or its successorimp&@uoy employees as a result of such
Change of Control.

V. "Committee” means the Compensation Committee oBthaad.

Vi. "Good Reason" means the occurrence of any of fheviog
without Executives express written consent:

(2) Executives authority with the Company is, or Executsve
duties or responsibilities as President and Chxefchtive Officer are, materially diminished
relative to Executive authority, duties, and responsibilities as ir&ffimmediately prior to
such change;

(2)  a material diminution in Executit®eBase Salary as in
effect immediately prior to such diminution; progd| that an across-the-board reduction in the
base compensation and benefits of all other exexofficers of the Company by the same
percentage amount (or under the same terms andgtionsyl as part of a general base
compensation reduction and/or benefit reductiol siod constitute such a qualifying material
diminution;

3) a material change in the geographic location ofchkees
principal place of employment such that the nevation results in a commute for Executive that
is both (A) longer than Executigecommute prior to the relocation and (B) grediantfifty (50)
road miles each way from Executsv@ome in the Beaver Creek, Colorado area;

4) any material breach by the Company of any provision
the Employment Agreement; and

A-27



(5) any acquiring company fails to assume or be boynithd
terms of the Employment Agreement In ConnectiomwaiChange of Control.

The aforementioned occurrences shall not be de&@oned Reason
unless Executive gives the Company written notidh® existence of the condition which
Executive believes constitutes Good Reason (whiticeén must be given within ninety (90) days
of the initial existence of the condition) and seomdition remains uncured for a period of thirty
(30) days after the date of such notice. An eeé@ood Reason shall occur automatically at the
expiration of such 30-day period if the relevamadaition remains uncured at such time.

Vii. "In Connection with a Change of Control" means thatcutivés
employment is terminated without Cause or for GRedson during the period beginning three
months prior to a Change of Control and endingteigih months following a Change of Control.

2.2  Restriction on Transfer. Until the Shares areesthe Shares may not be sold,
transferred, pledged, assigned, or otherwise dakenar hypothecated.

SECTION 3. STOCKHOLDER RIGHTS

3.1  Stock Reqister and Certificates. The Shares willdrorded in the stock register
of the Company in the name of Executive. If agilie, a stock certificate or certificates
representing the Shares will be registered in #raenof Executive, but such certificates shall
remain in the custody of the Company. Executialsteposit with the Company a Stock
Assignment Separate from Certificate in the fortackted below as Attachment 1, endorsed in
blank, so as to permit retransfer to the Comparsflair a portion of the Shares that are forfeited
or otherwise do not become vested in accordandettét Plan and this Agreement.

3.2  Exercise of Stockholder Rights. Executive shallehtine right to vote the Shares
(to the extent of the voting rights of said Sharkany), to receive and retain all regular cash
dividends and such other distributions, as the @o&Directors of the Company may, in its
discretion, designate, pay or distribute on sucir& and to exercise all other rights, powers
and privileges of a holder of Common Stock withpexs to such Shares, except as set forth in
this Agreement and the Plan.

3.3 Legends. Certificates, if any, representing thar&hwill contain the following
or other legends in the Comp&hgliscretion:

THE SHARES REPRESENTED BY THIS CERTIFICATE ARE SURJT TO
CERTAIN RESTRICTIONS UPON AND OBLIGATIONS WITH RE®ZT TO
TRANSFER AND RIGHTS OF REPURCHASE AS SET FORTH INIA
AGREEMENT BETWEEN THE COMPANY AND THE ORIGINAL
REGISTERED HOLDER, A COPY OF WHICH IS ON FILE AT H1
PRINCIPAL OFFICE OF THE COMPANY.

SECTION 4. RESPONSIBILITY FOR TAXES.

4.1  Section 83(b) Election. Executive may complete fedvith the Internal
Revenue Service an election pursuant to Sectidm) &3the Internal Revenue Code to be taxed
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currently on the fair market value of the Sharethaut regard to the vesting restrictions set forth
in this Agreement. Executive shall be respondiinall taxes associated with the acceptance of
the transfer of the Shares, including any tax ligbassociated with the representation of fair
market value if the election is made pursuant tdeC8ection 83(b).

4.2  Withholding. In accordance with Section 12 of Bian, Executive agrees to
make arrangements satisfactory to the Companyésatisfaction of any withholding tax
obligations that arise in connection with the Rlader applicable federal, state, local or foreign
law. The Company in its discretion may permit Exee to satisfy all or part of his withholding
or income tax obligations by having the Companyhiaid all or a portion of the Shares that
otherwise would be issued to him on vesting.

SECTION 5. MISCELLANEOUS.

5.1 Not an Employment Contract. This Agreement isatoemployment contract
and nothing in this Agreement shall be deemedeaterin any way whatsoever any obligation
on the part of Executive to remain in the servitthe Company in any capacity, or of the
Company to continue Executigeservice in any capacity.

5.2  Effect on Employee Benefits. Executive agreesttimatAward will constitute
special incentive compensation that will not beetaknto account as "salary” or "compensation”
or "bonus" in determining the amount of any paymerter any pension, retirement, profit
sharing or other remuneration plan of the Compargsas so provided in such plan.

5.3  Further Assurances. The parties agree to exeaatefarther instruments and to
take such further action as may reasonably be sape® carry out the intent of this Agreement.

5.4  Entire Agreement. This Agreement, including ankibits, is the entire
agreement of the parties with respect to the sulpatter hereof and supersedes all prior oral
and written understandings of the parties.

5.5 Governing Law. This Agreement shall be governeaiy construed in
accordance with the laws of the State of Delawarapplied to contracts between Delaware
residents to be wholly performed within the Stdt€olorado.

IN WITNESS WHEREOF, the parties hereto have exetthiess Agreement as of the day
and year first above written.

HESKA CORPORATION

EXECUTIVE a Delaware corporation
By:
Title:

Address
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ASSIGNMENT SEPARATE FROM CERTIFICATE

FOR VALUE RECEIVED, I, , hgredell, assign and

transfer unto ( ) shares of the

Common Stock of Heska Corporation, standing in ragn@ on the books of said corporation

represented by Certificate No.  herewith dadhereby irrevocably constitute and appoint

to transfer said stocktba books of the within-named corporation with

full power of substitution in the premises.

Dated:

Signature:

This Assignment Separate from Certificate was ebegtin conjunction with the terms of a
Restricted Stock Grant Agreement between the alaggegnor and Heska Corporation, dated
_,2014.

Instruction: Please do not fill in any blanks otherthan the signature line.
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EXHIBIT B

Market-Vesting

Target Adjusted EBITDA

Threshold
$12.60 $2,460,000
$16.38 $3,200,000
$21.24 $4,150,000
$26.55 $5,180,000
$31.95 $6,240,000
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Appendix B

HEskA CORPORATION
1997STOCK INCENTIVE PLAN
(As AMENDED MARCH 6,2007AND MAY 5, 2009,
AMENDED AND RESTATED ON FEBRUARY 22,2012,
FURTHER AMENDED ON MARCH 25,2014
AND FURTHER AMENDED AND RESTATED ON MAY 6,2014)
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HESKA CORPORATION
1997STOCK INCENTIVE PLAN

(As Amended March 6, 2007 and May 5, 2009
and Amended and Restated on February 22, 2012
Further Amended on March 25, 2014
and Further Amended and Restated on May 6, 2014)

ARTICLE 1.
INTRODUCTION

The Plan was adopted by the Board effective Mak 297, and was subsequently
amended on each of March 6, 2007 and May 5, 2008onnection with completion of the
Companys 1-for-10 Reverse Stock Split on December 30, 2ptsuant to Article 9 the
Compensation Committee of the Board approved adgists to the Plan to reduce by a factor of ten
the number of Options and Restricted Shares, datédeunderlying Common Shares, available for
issuance under the Plan. On February 22, 201Bdhed approved, subject to stockholder approval,
further amendments to the Plan to increase theeggtg number of Common Shares available for
issuance under the Plan. On March 25, 2014, tleedBapproved, subject to stockholder approval,
further amendments to the Plan to increase theeggtg number of Common Shares available for
issuance under the Plan, and adding provisionsifigrgithe Committee to make Awards under the
Plan that will meet the performance-based compmsakception to Code Section 162(m).

The purpose of the Plan is to promote the long-®uotess of the Company and the creation
of stockholder value by (a) encouraging Employ€rgside Directors and Consultants to focus on
critical long-range objectives, (b) encouraging dltteaction and retention of Employees, Outside
Directors and Consultants with exceptional quadiiiens and (c) linking Employees, Outside
Directors and Consultants directly to stockholageriests through increased stock ownership. The
Plan seeks to achieve this purpose by providing\feards in the form of Restricted Shares or
Options (which may constitute incentive stock opgi@r nonstatutory stock options).

The Plan shall be governed by, and construed iardaace with, the laws of the State of
Colorado (except its choice-of-law provisions).

ARTICLE 2.
ADMINISTRATION.

2.1 CoMmmITTEE _CoMPOSITION . The Plan shall be administered by the Commitiee.
Committee shall consist exclusively of two or mdneectors of the Company, who shall be
appointed by the Board. In addition, the composibdbthe Committee shall satisfy:

(@) Such requirements as the Securities and Exeh@ogimission may establish for
administrators acting under plans intended to guidr exemption under Rule 16b-3
(or its successor) under the Exchange Act; and

(b) Such requirements as the Internal Revenue @&emay establish for outside directors
acting under plans intended to qualify for exemptioder section 162(m)(4)(C) of
the Code.

The Board may also appoint one or more separatenttt@es of the Board, each composed
of one or more directors of the Company who neddatisfy the foregoing requirements,
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2.2

3.1

3.2

who may administer the Plan with respect to Empsyend Consultants who are not
considered officers or directors of the Companyeurs#ction 16 of the Exchange Act, may
grant Awards under the Plan to such Employees am$@tants and may determine all terms
of such Awards.

CoMmMITTEE RESPONSIBILITIES . The Committee shall (a) select the EmployeessiQeit
Directors and Consultants who are to receive Awartter the Plan, (b) determine the type,
number, vesting requirements and other featuresanditions of such Awards, (c) interpret
the Plan and (d) make all other decisions relatrttpe operation of the Plan. The Committee
may adopt such rules or guidelines as it deemsappte to implement the Plan. The
Committeés determinations under the Plan shall be finallznding on all persons.

ARTICLE 3.
SHARES AVAILABLE FOR GRANTS.

Basic LIMITATION . Common Shares issued pursuant to the Plan maytherized but
unissued shares or treasury shares. Prior to Dearedfb 2010, the effective date of the
Reverse Stock Split, the aggregate number of Optmid Restricted Shares awarded under
the Plan were not to exceed: (a) 1,350,000; pluthéhaggregate number of Common Shares
remaining available for grants under the Predecd3sms on March 15, 1997; plus (c) the
additional Common Shares described in SectiongBat(d 3.3; less (d) 250,000. From and
after the effective date of the Reverse Stock S aggregate number of Options and
Restricted Shares available for award under the We&xe reduced (pursuant to Article 9) by

a factor of ten as follows: (a) 135,000; plus (BYdof the aggregate number of Common
Shares that remained available for grants undelPtedecessor Plans on March 15, 1997;
plus (c) the additional Common Shares describ&ections 3.2(b) and 3.3 plus 10% of the
additional Common Shares described in Section B.ss (d) 25,000. Subject to
stockholder approval, from and after the effectiage of this amended and restated Plan, the
aggregate number of Options and Restricted Shiaa¢stay be awarded under the Plan shall
be increased by 250,000. No additional grants baes or are permitted to be made under
the Predecessor Plans after March 15, 1997. Th&tion of this Section 3.1 shall be further
subject to adjustment pursuant to Article 9.

ANNUAL |NCREASE IN SHARES.

(@) As of January 1 of each year, commencing vighyear 1998 and continuing through
January 1, 2007, the aggregate number of Optioth$astricted Shares that may be
awarded under the Plan shall be increased by a @uafl€ommon Shares equal to
the lesser of (i) 5% of the total number of Comrtrares outstanding as of the next
preceding December 31 or (ii) 1,500,000. Afterdheaual increase on January 1,
2007, there shall be no further annual increasdermuhe Plan pursuant to this
Section 3.2(a) unless and until stockholder approfvsuch increase has been
obtained.

(b) Subject to stockholder approval, as of the Camyp Annual meeting of stockholders
of each given year, commencing with the CompmAynnual meeting of stockholders
in 2012 and continuing through the Compamnnual meeting of stockholders in
2016, the aggregate number of Options and Restri®ares that may be awarded
under the Plan shall be increased by a number win@amn Shares



3.3

3.4

4.1

4.2

5.1

5.2

equal to the lesser of (A) 45,000 and (B) the povaf 5,000 multiplied by the
number of non-employee directors serving on ther@aa of the ComparsyAnnual
meeting of stockholders in the particular yearetedmination. After the annual
increase as of the Compannnual meeting of stockholders in 2016, therd!| siea
no further annual increases under the Plan pursodhis Section 3.2(b) unless and
until stockholder approval of such increase has lmdxained.

ADDITIONAL SHARES. If Options granted under this Plan or under trelBcessor Plans are
forfeited or terminate for any other reason beftmrg exercised, then the corresponding
Common Shares shall become available for the gfa@ptions and Restricted Shares under
this Plan. If Restricted Shares are forfeited, ttencorresponding Common Shares shall
again become available for the grant of NQOs arstriRéed Shares under the Plan. The
aggregate number of Common Shares that may balisswgker the Plan upon the exercise of
ISOs shall not be increased when Restricted Slaaec®rfeited.

ONE TIME INCREASE. As of May 6, 2014, the aggregate number of Otienmd Restricted
Shares that may be awarded under the Plan is sextday 130,000 Common Shares.
Following their initial grant, such Common ShareaB mot again be available for grant under
this Plan to the extent they are forfeited undertdims of the corresponding Options and/or
Restricted Shares.

ARTICLE 4.
ELIGIBILITY.

NONSTATUTORY STOCK OPTIONS AND RESTRICTED SHARES. Only Employees, Outside
Directors and Consultants shall be eligible for ghent of NQOs and Restricted Shares.

INCENTIVE STOoCK OPTIONS. Only Employees who are common-law employees®f th
Company, a Parent or a Subsidiary shall be eligdyléhe grant of ISOs. In addition, an
Employee who owns more than 10% of the total coetbwoting power of all classes of
outstanding stock of the Company or any of its R@rer Subsidiaries shall not be eligible
for the grant of an ISO unless the requirementostt in section 422(c)(6) of the Code are
satisfied.

ARTICLE 5.
OPTIONS.

Sock OPTION AGREEMENT. Each grant of an Option under the Plan shalMmeaced by a
Stock Option Agreement between the Optionee an@tdmepany. Such Option shall be
subject to all applicable terms of the Plan and bmgubject to any other terms that are not
inconsistent with the Plan. The Stock Option Agreatrshall specify whether the Option is
an I1SO or an NQO. The provisions of the variousE©ption Agreements entered into
under the Plan need not be identical. Options neagrbnted in consideration of a cash
payment or in consideration of a reduction in thti@hees other compensation. A Stock
Option Agreement may provide that a new Option halgranted automatically to the
Optionee when he or she exercises a prior Optidrpags the Exercise Price in the form
described in Section 6.2.

NUMBER OF SHARES. Each Stock Option Agreement shall specify the lpemof Common

Shares subject to the Option and shall provideéheradjustment of such number in
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5.3

5.4

5.5

5.6

5.7

accordance with Article 9. Options granted to @ptionee in a single fiscal year of the
Company shall not cover more than 50,000 CommomneShaxcept that Options granted to a
new Employee in the fiscal year of the Company mclv his or her service as an Employee
first commences shall not cover more than 100,08@1@on Shares. The limitations set forth
in the preceding sentence shall be subject to td@rg in accordance with Article 9.

ExERCISE PRICE. Each Stock Option Agreement shall specify ther&ige Price; provided
that the Exercise Price under an I1SO shall in remebe less than 100% of the Fair Market
Value of a Common Share on the date of grant amd&xercise Price under an NQO shall in
no event be less than 85% of the Fair Market Vafte Common Share on the date of grant.
In the case of an NQO, a Stock Option Agreement spagify an Exercise Price that varies
in accordance with a predetermined formula whieNQO is outstanding.

EXERCISABILITY AND _TERM. Each Stock Option Agreement shall specify the ddien all

or any installment of the Option is to become eisatde. The Stock Option Agreement shall
also specify the term of the Option; provided tihatterm of an ISO shall in no event exceed
10 years from the date of grant. A Stock Optiongegnent may provide for accelerated
exercisability in the event of the Optiorgedeath, disability or retirement or other evemid a
may provide for expiration prior to the end oftiésm in the event of the termination of the
Optioneés service. NQOs may also be awarded in combinatitinRestricted Shares, and
such an Award may provide that the NQOs will noekercisable unless the related
Restricted Shares are forfeited.

EFFECT OF CHANGE IN_ CoNTROL . The Committee may determine, at the time of gngrdn
Option or thereatfter, that such Option shall becenxercisable as to all or part of the
Common Shares subject to such Option in the ewantt Change in Control occurs with
respect to the Company, subject to the followingthtions:

€)) In the case of an ISO, the acceleration ofa@salility shall not occur without the
Optioneés written consent.

(b) If the Company and the other party to the taatisn constituting a Change in
Control agree that such transaction is to be tdeasea "pooling of interests" for
financial reporting purposes, and if such transacit fact is so treated, then the
acceleration of exercisability shall not occurhe extent that the surviving entgy
independent public accountants determine in goibld flaat such acceleration would
preclude the use of "pooling of interests" accaumti

MODIFICATION OR _ASSUMPTION OF OPTIONS. Within the limitations of the Plan, the
Committee may modify, extend or assume outstanoigtipns or may accept the cancellation
of outstanding options (whether granted by the Camgpor by another issuer) in return for
the grant of new options for the same or a differember of shares and at the same or a
different exercise price. The foregoing notwithsliag, no modification of an Option shall,
without the consent of the Optionee, alter or imp& or her rights or obligations under such
Option.

BuyouTt Provisions. The Committee may at any time (a) offer to buyfoua payment in
cash or cash equivalents an Option previously grhat (b) authorize an Optionee to elect to




6.1

6.2

6.3

6.4

6.5

6.6

cash out an Option previously granted, in eitlasecat such time and based upon such terms
and conditions as the Committee shall establish.

ARTICLE 6.
PAYMENT FOR OPTION SHARES.

GENERAL RULE. The entire Exercise Price of Common Shares isaped exercise of
Options shall be payable in cash or cash equivakrhe time when such Common Shares
are purchased, except as follows:

(@) In the case of an ISO granted under the Peympnt shall be made only pursuant to
the express provisions of the applicable Stock@ptigreement. The Stock Option
Agreement may specify that payment may be madayrfam(s) described in this
Article 6.

(b) In the case of an NQO, the Committee may attimg accept payment in any
form(s) described in this Article 6.

SURRENDER OF STOCK . To the extent that this Section 6.2 is applicaslleor any part of the
Exercise Price may be paid by surrendering, Com8taares that are already owned by the
Optionee. Such Common Shares shall be valued iatRhie Market Value on the date when
the new Common Shares are purchased under theTPlar©ptionee shall not surrender
Common Shares in payment of the Exercise Priogcih siction would cause the Company to
recognize compensation expense (or additional cosgi®n expense) with respect to the
Option for financial reporting purposes.

EXERCISE/SALE . To the extent that this Section 6.3 is applicablleor any part of the

Exercise Price and any withholding taxes may bd pgidelivering (on a form prescribed by
the Company) an irrevocable direction to a se@sitiroker approved by the Company to sell
all or part of the Common Shares being purchasddmuhe Plan and to deliver all or part of
the sales proceeds to the Company.

EXERCISE/PLEDGE. To the extent that this Section 6.4 is applicablleor any part of the
Exercise Price and any withholding taxes may bd pgidelivering (on a form prescribed by
the Company) an irrevocable direction to pledg®iplart of the Common Shares being
purchased under the Plan to a securities brokiender approved by the Company, as
security for a loan, and to deliver all or partloé loan proceeds to the Company.

PrROMISSORY NOTE. To the extent that this Section 6.5 is applicaslleor any part of the
Exercise Price and any withholding taxes may bd pgidelivering (on a form prescribed by
the Company) a full-recourse promissory note; medithat the par value of the Common
Shares being purchased under the Plan shall bempeath or cash equivalents.

OTHER FORMS OF PAYMENT . To the extent that this Section 6.6 is applicadlieor any part
of the Exercise Price and any withholding taxes tmapaid in any other form that is
consistent with applicable laws, regulations arlds.u




8.1

8.2

8.3

8.4

ARTICLE 7.
[RESERVED]

ARTICLE 8.
RESTRICTED SHARES.

TiME , AMOUNT AND FORM OF AWARDS. Awards under the Plan may be granted in the form
of Restricted Shares. Restricted Shares may alswvheded in combination with NQOs, and
such an Award may provide that the Restricted Shaik be forfeited in the event that the
related NQOs are exercised. The maximum aggregetder of Common Shares that may
be granted in the form of Restricted Shares inarg/calendar year to any one Participant is
45,000, except: (a) with respect to the Restri@kdres granted in 2014 pursuant to

Section 3.4, for which the annual limit is 130,080d (b) a new Employee may receive a
grant of up to 75,000 Restricted Shares in thalfigear of the Company in which his or her
service with the Company begins.

PAYMENT FOR AWARDS. To the extent that an Award is granted in thenfof newly issued
Restricted Shares, the Award recipient, as a condid the grant of such Award, shall be
required to pay the Company in cash, cash equitsatgrany other form of legal
consideration acceptable to the Company, incluburtgnot limited to future services, an
amount equal to the par value of such Restrictedtesh To the extent that an Award is
granted in the form of Restricted Shares from tben@anys treasury, no cash consideration
shall be required of the Award recipients. Any amtawot paid in cash may be paid with a
full recourse promissory note.

VESTING CONDITIONS . Each Award of Restricted Shares may or may natulbgect to

vesting. Vesting shall occur, in full or in instaknts, upon satisfaction of the conditions
specified in the Stock Award Agreement. A Stock AdvAgreement may provide for
accelerated vesting in the event of the Particlpalgath, disability or retirement or other
events. The Committee may determine, at the tingraniting Restricted Shares or thereatter,
that all or part of such Restricted Shares shabbee vested in the event that a Change in
Control occurs with respect to the Company, exesgirovided in the next following
sentence. If the Company and the other party térémsaction constituting a Change in
Control agree that such transaction is to be tdeas$ea "pooling of interests" for financial
reporting purposes, and if such transaction inikasb treated, then the acceleration of
vesting shall not occur to the extent that the isurg entitys independent public accountants
determine in good faith that such acceleration @auéclude the use of "pooling of
interests" accounting.

VOTING AND DIVIDEND RIGHTS. The holders of Restricted Shares awarded unedpldm
shall have the same voting, dividend and otheltsigh the Comparsyother stockholders. A
Stock Award Agreement, however, may require thattblders of Restricted Shares invest
any cash dividends received in additional Resuli&bares. Such additional Restricted
Shares shall be subject to the same conditionsemtidctions as the Award with respect to
which the dividends were paid.
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8.5 SECTION 162(M) PERFORMANCE RESTRICTIONS.

(@)

(b)

In General For purposes of qualifying grants of Restrictéadi®s as "performance-
based compensation” under Code Section 162(m§;¢n@mittee, in its discretion,
may make Restricted Shares subject to vesting laséte achievement of
performance goals, in which case the Committeespiicify in writing, by resolution
or otherwise, the Participants eligible to recedueh an Award (which may be
expressed in terms of a class of individuals) &edperformance goals applicable to
such Awards within 90 days after the commencemetiteoperiod to which the
performance goals relate, or such earlier timeegaired to comply with Section
162(m) of the Code. No such Award shall be payahless the Committee certifies
in writing, by resolution or otherwise, that thafoemance goals applicable to the
Award were satisfied. In no case may the Commitieezase the value of an Award
granted under this Section 8.5 above the maximuoewetermined under the
performance formula by the attainment of the ajpplie performance goals, but the
Committee retains the discretion to reduce theevhklow such maximum.

Performance GoalsUnless and until the Committee proposes for s$tolder vote
and the stockholders approve a change in the dgreafarmance measures
applicable to Awards, the performance goals upoichvtine payment or vesting of
an Award that is intended to qualify as performaoased compensation are limited
to the following Performance Measures:

Q) operating income;
(2) net earnings or net income (before or after taxes);
(3) basic or diluted earnings per share (before orraéres);

(4) revenue, revenues, net revenue, net revenuesgexenue growth or
net revenue growth;

(5) gross revenue or gross revenues;

(6) gross profit or gross profit growth;

(7) net operating profit (before or after taxes);

(8) return on assets, capital, invested capital, eqoitgales;

9) cash flow (including, but not limited to, operaticgsh flow, free cash
flow, and cash flow return on capital);

(10) earnings before or after taxes, interest, depresmaand/or
amortization;

(11) gross or operating margins;
(12) improvements in capital structure;

(13) budget and expense management;
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(14)
(15)
(16)

(17)
(18)
(19)
(20)
(21)
(22)
(23)
(24)
(25)
(26)
(27)
(28)
(29)
(30)
(31)

(32)

productivity targets;
economic value added or other value added measurtsme

share price (including, but not limited to, growtteasures and total
shareholder return);

expense targets;

margins;

operating efficiency;

working capital targets;
enterprise value;

safety record;

completion of business acquisition, divestment xpansion;
operating cash flow;

book value;

tangible book value;

pretax income;

net income plus deferred taxes;
cash position;

total shareholder return;

contract or other development of relationship widbkntified
suppliers, distributors or other business partners;

new product development (including but not limitedthird-party
collaborations or contracts, and with milestonesttimay include but
are not limited to contract execution, proof of cept, regulatory
approval, product launch and targets such as wlitrme and revenue
following product launch).

Any performance measures may be used to measupettoemance of the Company
as a whole and/or any one or more regional operaaod/or Affiliates of the
Company or any combination thereof, as the Comenititay deem appropriate, and
any performance measures may be used in compaosba performance of a group
of peer companies, or a published or special indatthe Committee, in its sole
discretion, deems appropriate. The Committee adsaline authority to provide in an
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9.1

9.2

9.3

Award for accelerated vesting of an Award basetherachievement of performance
goals.

The Committee may provide in any Award that anyleagon of attainment of a
performance goal may include or exclude any ofdllewing events that occurs
during the relevant period: (a) asset write dowbj}litigation judgments or
settlements; (c) the effect of changes in tax lagspunting principles, or other laws
or regulations affecting reported results; (d) esgrganization or restructuring
transactions; (e) extraordinary nonrecurring itemslescribed in Accounting
Principles Board Opinion No. 30 and/or in managetaaliscussion and analysis of
financial condition and results of operations apipggin the Companryg Annual
Report on Form 10-K for the applicable year; angi@nificant acquisitions or
divestitures.

In the event that applicable tax and/or securltes change to permit discretion by
the Committee to alter the governing performancasuees without obtaining
stockholder approval of such changes, the Comnstie# have sole discretion to
make such changes without obtaining stockholderayah In addition, in the event
that the Committee determines that it is advis&brant Awards that do not qualify
as performance based compensation, the Committgeerake such grants without
satisfying the requirements of Section 162(m) ef@wode.

ARTICLE 9.
PROTECTION AGAINST DILUTION.

ADJUSTMENTS. In the event of a subdivision of the outstandd@mmmon Shares, a
declaration of a dividend payable in Common Shaekeclaration of a dividend payable in a
form other than Common Shares in an amount thaa maaterial effect on the price of
Common Shares, a combination or consolidation@bilitstanding Common Shares (by
reclassification or otherwise) into a lesser nundfe€€ommon Shares, a recapitalization, a
spin-off or a similar occurrence, the Committeellsinake such adjustments as it, in its sole
discretion, deems appropriate in one or more ofh@number of Options and Restricted
Shares available for future Awards under Articl€l®d,the limitations set forth in Section 5.2,
(c) the number of Common Shares covered by eadtamating Option or (d) the Exercise
Price under each outstanding Option. Except asgdvin this Article 9, a Participant shall
have no rights by reason of any issue by the Cognpastock of any class or securities
convertible into stock of any class, any subdivisio consolidation of shares of stock of any
class, the payment of any stock dividend or angmificrease or decrease in the number of
shares of stock of any class.

DSsSOLUTION OR LIQUIDATION . To the extent not previously exercised, Optidreals
terminate immediately prior to the dissolutioniquidation of the Company.

REORGANIZATIONS . In the event that the Company is a party to agereor other
reorganization, outstanding Options and Restri€teares shall be subject to the agreement
of merger or reorganization. Such agreement mayiggowithout limitation, for the
continuation of outstanding Awards by the Compahtghé Company is a surviving
corporation), for their assumption by the survivarggporation or its parent or subsidiary, for
the substitution by the surviving corporation aerparent or subsidiary of its own awards for




such Awards, for accelerated vesting and accelkémtpiration, or for settlement in cash or
cash equivalents.

ARTICLE 10.
AWARDS UNDER OTHER PLANS.

The Company may grant awards under other plansogrgms. Such awards may be settled

in the form of Common Shares issued under this.anh Common Shares shall be treated for all
purposes under the Plan like Restricted Sharestzail when issued, reduce the number of
Common Shares available under Article 3.

111

11.2

11.3

12.1

12.2

ARTICLE 11.
LIMITATION ON RIGHTS.

RETENTION RIGHTS. Neither the Plan nor any Award granted undeiPllae shall be deemed
to give any individual a right to remain an Empley®utside Director or Consultant. The
Company and its Parents, Subsidiaries and Affdiagserve the right to terminate the service
of any Employee, Outside Director or Consultardrat time, with or without cause, subject
to applicable laws, the Compasyertificate of incorporation and bylaws and ateni
employment agreement (if any).

SOCKHOLDERS 'RIGHTS . A Participant shall have no dividend rights, agtrights or other
rights as a stockholder with respect to any ComBlwares covered by his or her Award prior
to the time when a stock certificate for such Comr8bares is issued or, in the case of an
Option, the time when he or she becomes entitleddeive such Common Shares by filing a
notice of exercise and paying the Exercise Priceatijustment shall be made for cash
dividends or other rights for which the record datprior to such time, except as expressly
provided in the Plan.

REGULATORY REQUIREMENTS. Any other provision of the Plan notwithstanditige
obligation of the Company to issue Common Sharegutihe Plan shall be subject to all
applicable laws, rules and regulations and suchoappby any regulatory body as may be
required. The Company reserves the right to reésiniavhole or in part, the delivery of
Common Shares pursuant to any Award prior to thisfaation of all legal requirements
relating to the issuance of such Common Shardketoregistration, qualification or listing
or to an exemption from registration, qualificatianlisting.

ARTICLE 12.
WITHHOLDING TAXES.

(ENERAL . To the extent required by applicable federatestacal or foreign law, a
Participant or his or her successor shall makengements satisfactory to the Company for
the satisfaction of any withholding tax obligatidhat arise in connection with the Plan. The
Company shall not be required to issue any ComniameS or make any cash payment
under the Plan until such obligations are satisfied

HARE WITHHOLDING . The Committee may permit a Participant to satidifyr part of his

or her withholding or income tax obligations by lmeywthe Company withhold all or a
portion of any Common Shares that otherwise woelisbued to him or her or by
surrendering all or a portion of any Common Sh#nashe or she previously acquired. Such
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12.3

13.1

13.2

141

Common Shares shall be valued at their Fair Markéie on the date when taxes otherwise
would be withheld in cash.

S CTION 280G To the extent that any of the payments and bisnafovided for under the
Plan or any other agreement or arrangement betthee@ompany or its Affiliates and a
Participant (collectively, the "Payments"”) (i) stitute a "parachute payment" within the
meaning of Code Section 280G and (ii) but for gasagraph would be subject to the excise
tax imposed by Section 4999 of the Code, then #yenénts shall be payable either (i) in full
or (ii) as to such lesser amount which would resuito portion of such Payments being
subject to excise tax under Section 4999 of theeGddtermined in accordance with the
reduction of payments and benefits paragraph set fielow); whichever of the foregoing
amounts, taking into account the applicable fedstate and local income taxes and the
excise tax imposed by Section 4999, results irpHrécipants receipt on an after-tax basis,
of the greatest amount of benefits under this Riatwithstanding that all or some portion of
such benefits may be taxable under Section 4989e0€ode. Any determination required
under this provision will be made by accountantsseim by the Company, whose
determination shall be conclusive and binding ugenparticipant and the Company for all
purposes.

Except to the extent, if any, otherwise agreedritivg between a participant and the
Company, reduction of payments and benefits heruifdapplicable, will be made by
reducing, first, payments or benefits to be paiddsh in the order in which such payment or
benefit would be paid or provided (beginning witltls payment or benefit that would be
made last in time and continuing, to the extenessary, through to such payment or benefit
that would be made first in time) and, then, redg@ny benefit to be provided in-kind
hereunder in a similar order; provided, howeveai #ny reduction or elimination of
accelerated vesting of any equity award will fsstaccomplished by reducing or eliminating
the vesting of such awards that are valued inféulpurposes of Section 280G of the Code,
then the reduction or elimination of vesting ofatlequity awards.

ARTICLE 13.
FUTURE OF THE PLAN.

TERM OF THE PLAN. The Plan, as set forth herein, shall become wff2on March 14, 1997.
The Plan shall remain in effect until it is termtieé under Section 13.2, except that no ISOs
shall be granted after May 8, 2022.

AVENDMENT OR TERMINATION . The Board may, at any time and for any reasomenahor
terminate the Plan. An amendment of the Plan $ieadlubject to the approval of the
Companys stockholders only to the extent required by a@japlie laws, regulations or rules.
No Awards shall be granted under the Plan aftetetmination thereof. The termination of
the Plan, or any amendment thereof, shall not effeg Award previously granted under the
Plan.

ARTICLE 14.
DEFINITIONS.

Affiliate means any entity other than a Subsidiary, if tben@any and/or one or more
Subsidiaries own not less than 50% of such entity.
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14.2 Award means any award of an Option or a Restricted Sinadter the Plan.

14.3 Board means the CompassyBoard of Directors, as constituted from timeineet

14.4 Change in Controlshall mean:

14.5
14.6

14.7

(@)

(b)

(©)

(d)

The consummation of a merger or consolidaticth@ Company with or into another
entity or any other corporate reorganization, irenthan 50% of the combined voting
power of the continuing or surviving entgysecurities outstanding immediately after
such merger, consolidation or other reorganizasawned by persons who were not
stockholders of the Company immediately prior torsmerger, consolidation or
other reorganization;

The sale, transfer or other disposition obalsubstantially all of the Companmy
assets;

A change in the composition of the Board, ailtesf which fewer than 50% of the
incumbent directors are directors who either (§ baen directors of the Company on
the date 24 months prior to the date of the eVaitrhay constitute a Change in
Control (the "original directors") or (ii) were eted, or nominated for election, to the
Board with the affirmative votes of at least a mi#yoof the aggregate of the original
directors who were still in office at the time betelection or nomination and the
directors whose election or nomination was previoss approved; or

Any transaction as a result of which any petisaghe "beneficial owner" (as defined
in Rule 13d-3 under the Exchange Act), directlynalirectly, of securities of the
Company representing at least 30% of the totahggbower represented by the
Companys then outstanding voting securities. For purpa$éisis Paragraph (d), the
term "person” shall have the same meaning as wketh in sections 13(d) and 14(d)
of the Exchange Act but shall exclude (i) any persw person affiliated with said
person, who, on March 15, 1997,is the beneficial@vof securities of the Company
representing at least 20% of the total voting porpresented by the Comp&y
then outstanding voting securities (11,607,764)a(trustee or other fiduciary
holding securities under an employee benefit pfaheCompany or of a Parent or
Subsidiary and (iii) a corporation owned directhjiridirectly by the stockholders of
the Company in substantially the same proportietheir ownership of the common
stock of the Company.

A transaction shall not constitute a Change in @oiitits sole purpose is to change the state
of the Compang incorporation or to create a holding company wiktbe owned in
substantially the same proportions by the persdnsiveld the Compars/securities
immediately before such transaction.

Codemeans the Internal Revenue Code of 1986, as amende

Committeemeans a committee of the Board, as describedtinléf.

Common Sharaneans, as may be applicable, one share of Comiock, $ar value $0.01
per share, of the Company to the extent any renmaitsdanding at the time of determination,
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14.8

14.9

14.10

14.11

14.12

14.13

14.14
14.15

14.16

14.17

14.18

14.19

14.20

14.21

or one share of Public Common Stock, par valu@I$per share, of the Company, to the
extent any remains outstanding at the time of deteation.

Companymeans either (a) Heska Corporation, a Californigaration (prior to the
formation of Heska Corporation, a Delaware corporgf or (b) Heska Corporation, a
Delaware corporation (following its formation).

Consultantmeans a consultant or adviser who provides baleaskrvices to the Company, a
Parent, a Subsidiary or an Affiliate as an independontractor. Service as a Consultant
shall be considered employment for all purposdab®Plan, except as provided in

Section 4.2.

Employeemeans a common-law employee of the Company, anBar&ubsidiary or an
Affiliate.

Exchange Actmeans the Securities Exchange Act of 1934, as daten

Exercise Pricemeans the amount for which one Common Share maytohased upon
exercise of such Option, as specified in the apple Stock Option Agreement.

Fair Market Value means the market price of Common Shares, detednpné¢he

Committee in good faith on such basis as it degupsopriate. Whenever possible, the
determination of Fair Market Value by the Commitséall be based on the prices reported in
The Wall Street Journal. Such determination shaltdnclusive and binding on all persons.

ISO means an incentive stock option described in@ee?2(b) of the Code.
NQO means a stock option not described in sectionp4223 of the Code.

Option means an ISO or NQO granted under the Plan aittrenthe holder to purchase
Common Shares.

Optioneemeans an individual or estate who holds an Option.

Outside Directorshall mean a member of the Board who is not anl&ep. Service as an
Outside Director shall be considered employmenafiopurposes of the Plan, except as
provided in Section 4.2.

Parentmeans any corporation (other than the Companghianbroken chain of

corporations ending with the Company, if each efe¢hrporations other than the Company
owns stock possessing 50% or more of the total awedbvoting power of all classes of

stock in one of the other corporations in suchrchaicorporation that attains the status of a
Parent on a date after the adoption of the Plalhlsd@onsidered a Parent commencing as of
such date.

Participant means an individual or estate who holds an Award.

Plan means this Heska Corporation 1997 Stock Inceiitlaa, as amended from time to
time.
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14.22 Predecessor Plansieans (a) the 1988 Heska Corporation Stock Pldrfl@rthe Heska
Corporation 1994 Key Executive Stock Plan.

14.23 Restricted Shareneans a Common Share awarded under the Plan.

14.24 Reverse Stock Splineans the Compaisyl-for-10 reverse stock split of its then outstagd
Common Shares, which was approved by the Comgatgckholders and consummated and
made effective December 30, 2010.

14.25 Stock Award Agreemenneans the agreement between the Company andcipeerg of a
Restricted Share that contains the terms, conditol restrictions pertaining to such
Restricted Share.

14.26 Stock Option Agreemenmneans the agreement between the Company and am&gpthat
contains the terms, conditions and restrictionsa@ng to his or her Option.

14.27 Subsidiarymeans any corporation (other than the Compangihianbroken chain of
corporations beginning with the Company, if eackthefcorporations other than the last
corporation in the unbroken chain owns stock paisg$H0% or more of the total combined
voting power of all classes of stock in one of dffeer corporations in such chain. A
corporation that attains the status of a Subsidarg date after the adoption of the Plan shall
be considered a Subsidiary commencing as of sueh da

ARTICLE 15.
EXECUTION.

To record the adoption of the Plan by the Board Gbmpany has caused its duly authorized
officer to execute this document in the name ofGbenpany.

HESKA CORPORATION

By: /s/ Jason A. Napolitano
Executive Vice President and
Chief Financial Officer
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Appendix C

March 26, 2014

VIA FEDEX AND EMAIL

Heska Corporation

3760 Rocky Mountain Avenue
Loveland, CO 80538

Attn: Jason Napolitano

Email: jason.napolitano@heska.com

Re:  Accounting for CEO Compensation; Conditional iv¥a of Cuattro 18-Month Call
Option

Dear Jason:

Reference is made to that certain Amended and fRdst@perating Agreement of Heska
Imaging US, LLC ("Heska Imaging”), dated as of keby 22, 2013 (the "Operating
Agreement") by and among Heska Corporation ("Hesk&uattro, LLC (the "Member
Representative™), Kevin S. Wilson, Shawna M. Wils&todney A. Lippincott, Steven M.
Asakowicz and Clint Roth, DVM (collectively, with &nber Representative, the "Continuing
Members"). Capitalized terms used but not defineckin shall have the meanings set forth in
the Operating Agreement.

Accounting for CEO Compensation. Consistent wittusk (i)(F) of the definition of "Operating
Income" under Atrticle | of the Operating Agreememd, compensation expense, including but
not limited to charges related to stock-based caorsgion, for compensation earned by Kevin S.
Wilson pursuant to his Employment Agreement withskée dated as of the date hereof (the
"New Employment Agreement") shall be allocateddojncluded in any tax return (including
supporting data and documentation) or calculatib@perating Income with respect to, Heska
Imaging under the Operating Agreement for so losaghe& New Employment Agreement is in
force and effect and Heska has not acquired 100%eoequity interest in Heska Imaging (the
"Accounting Interpretation").

Conditional Waiver of Cuattro 18-Month Call Optiowhereas, pursuant to Section 9.05(c) of
the Operating Agreement, the Member Representatigethe right, but not the obligation, to

exercise the Cuattro 18-Month Call Option priotthie expiration of the Cuattro 18-Month Call

Period.

Now, therefore, if, and only if, the stockholdefdHieska approve the Share Increase Proposal at
the Annual Meeting (as such terms are defined e Employment Agreement), pursuant to
Sections 9.05(a) and 11.04 of the Operating Agreg¢ntbe Member Representative hereby
irrevocably waives, effective on the date of sugpraval of the Share Increase Proposal, and the
Continuing Members whose signatures are set foagtbwb hereby irrevocably consent to such
waiver of, its right to exercise the Cuattro 18-NMwoi€Call Option from and after such date (the
"Waiver"). If the stockholders of Heska do not apf@ the Share Increase Proposal at the
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Annual Meeting, the Waiver is vo@b initio and the Cuattro 18-Month Call Option shall remain
in full force and effect.

Please indicate Heska's acknowledgment and acoept@inthe Waiver and the Accounting
Interpretation by signing in the space providedolehlnd returning an executed copy of this
letter by email to:

Cuattro, LLC

PO Box 4605

Edwards, CO 81632

Attn: Kevin S. Wilson

Email: kevin.wilson@heska.com

This letter may be executed one or more counteypamtd may be executed by original or
facsimile signature, all of which taken togethealkltonstitute one and the same original
document.

[Signature page follows]
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Sincerely,

CUATTRO, LLC,
as the Member Representative

By: The Wilson Family Trust, its sole member

By: /s/ Kevin S. Wilson
Kevin S. Wilson, its trustee

By: /s/ Kevin S. Wilson
Kevin S. Wilson, its manager

By:

Doug Wilson, Jr., its manager

Acknowledged, agreed and consented to, as of tteefidst written above:

/s/ Kevin S. Wilson /s/ Shawna M. Wilson
Kevin S. Wilson Shawna M. Wilson

/s/ Rodney A. Lippincott /s/ Steven M. Asakowicz
Rodney A. Lippincott Steven M. Asakowicz

/s/ Clint Roth
Clint Roth, DVM

Acknowledged and agreed to as of March 26, 2014:

HESKA CORPORATION

By: /s/ Jason Napolitano
Jason Napolitano, its Chief Financial Officer
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Appendix D

Heska Corporation
Management Incentive Plan Master Document
Amended and Restated as of May 6, 2014

This Management Incentive Plan Master Document P'Mis intended to provide
incentives to the senior management of Heska Catipor ("Heska" or the "Company") for the
achievement of goals and objectives that are aasémthe growth and continued success of the
Company. This MIP is to act as a master docunwrfuture plans and replaces in its entirety
any and all previous management incentive platieCompany. The MIP is intended to
permit, if the Company desires, amounts paid tdityuas performance-based compensation
deductible by the Company under Section 162(m).eAlployees of the Company and its
affiliates are eligible for participation in the Rl

ARTICLE |
ANNUAL BENEFIT

Section 1.1 Annual Benefit. At the sole and absotliscretion of the Compensation
Committee of the Board of Directors (the "Compeiasa€ommittee"), Heska may adopt an
annual plan for a given year (a "Plan Year") byeagrg upon Category Percentages, a Plan
Allocation, Key Parameters and a Payout Structasealefined and discussed below. For
example, a plan effective January 1, 20xx and enBecember 31, 20xx with given
characteristics could be adopted by the Compems&tonmittee and would be referred to as the
"20xx MIP". As described below, any and all paymsemade under the MIP are referred to as a
"MIP Payout."

Section 1.2  Category Percentages. The MIP willidelan "Incentive Target" for
each eligible participant to be based on a pergentéthe participantbase salary earned during
the year. This calculation excludes commissionauies, relocation payments or other forms of
compensation not considered part of the particgpbase pay. The percent of base salary used
for determining the incentive target will be detarad by the category of position held by the
participant (the "Category Percentages"). The Gamation Committee shall agree upon the
Category Percentages for each Plan Year.

Section 1.3 Plan Allocation. The Compensation Cottemishall agree on a "Plan
Allocation”, which may include parameters such @®gany, department or individual
performance, for each Plan Year. The Plan Allaceis to be used as a guideline in determining
any MIP Payout to each participant in a given Paar, although the Chief Executive Officer
(the "CEQ") orthe Compensation Committee, as outlined below] staihtain sole and
absolute discretion in determining the approprdte Payout for any participant. For
individuals becoming eligible for participationtime MIP after the beginning of a Plan Year, all
MIP calculations shall be based on the amount sé lpay earned while a plan participant.
Earnings prior to becoming a plan participant shalkexcluded.
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Section 1.4  Key Parameters. The MIP will be strieaduito provide payments

contingent on satisfaction of the "Key Parameteasith will be determined by the
Compensation Committee for each Plan Year, andiwigy include any of the following:

(@) operating income;

(b) net earnings or net income (before or after taxes);

(c) basic or diluted earnings per share (before or &dtees);

(d) revenue, revenues, net revenue, net revenuesvetue growth or net revenues

growth;

(e) gross revenue or gross revenues;

() gross profit or gross profit growth;

(g) net operating profit (before or after taxes);

(h) return on assets, capital, invested capital, equisales;

(i) cash flow (including, but not limited to, operatiogsh flow, free cash flow, and
cash flow return on capital);

() earnings before or after taxes, interest, deplieci@nd/or amortization;

(k) gross or operating margins;

() improvements in capital structure;

(m) budget and expense management;

(n) productivity targets;

(o) economic value added or other value added measaoteme

(p) share price (including, but not limited to, gromtieasures and total shareholder
return);

(q) expense targets;

(n margins;

(s) operating efficiency;

(t)

working capital targets;
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(u) enterprise value;

(v) safety record;

(w) completion of business acquisition, divestmentquag@sion;
(x) operating cash flow;

(y) book value;

(z) tangible book value;

(aa) pretax income;

(bb) net income plus deferred taxes;

(cc) cash position;

(dd) total shareholder return;

(ee) contract or other development of relationship vdéntified suppliers,
distributors or other business partners; or

(ff) new product development (including but not limitedhird-party collaborations
or contracts, and with milestones that may inclodieare not limited to contract
execution, proof of concept, regulatory approvebdoict launch and targets such as
unit volume and revenue following product launch).

Such Key Parameters may relate to the performainitee ompany as a whole, a
business unit, division, department, individuahay combination of these and may be applied
on an absolute basis and/or relative to one or meee group companies or indices, or any
combination thereof, as the Committee may determine

Section 1.5  Payout Structure. For each Plan YearCbmpensation Committee shall
agree upon a "Payout Structure" based on the Kegniders. The Payout Structure will
determine the amount of the "Incentive Pool" baseg@erformance in relation to the Key
Parameters.

Section 1.6 Certification. To the extent any KeyaPaeter targets are achieved and
the MIP is intended to constitute performance-basedpensation for purposes of Code Section
162(m), the Compensation Committee will certifysash in writing, in accordance with Internal
Revenue Code Section 162(m), and will determinactordance with the Payout Structure, the
amount of each plan participanMIP Payout.

Section 1.7 Adjustments. The Committee is autleokim its sole discretion, to adjust
or modify the calculation of a Payout Structure@amnection with any one or more of the
following events:
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a. asset write-downs;
b. significant litigation or claim judgments or settlents;

c. the effect of changes in tax laws, accounting sestglor principles, or other laws
or regulatory rules affecting reporting results;

d. anyreorganization and restructuring programs;

e. extraordinary nonrecurring items as described inonting Principles Board
Opinion No. 30 (or any successor pronouncemenétbeand/or in management's discussion
and analysis of financial condition and result®pérations appearing in the Company's annual
report to shareholders for the applicable yeareniog;

f.  acquisitions or divestitures;

g. any other specific unusual or nonrecurring eventsbjectively determinable
category thereof;

h. foreign exchange gains and losses; and

i.  achange in the Compasyiscal year.

No adjustment shall be made if the effect woulddoeause a Payout Structure to fail to
gualify as performance-based compensation undeio8ei62(m).
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ARTICLE Il
PAYMENTS

Section 2.1 _Payment to Individual Participants.NI& Payout to any single plan
participant will exceed $500,000 per calendar y&€he Compensation Committee will
determine any MIP Payout to the CEO. Any individMdP Payouts to other executive officers
will generally be recommended to the Compensatiomittee by the CEO, although the
Compensation Committee will make the final detewation of any individual MIP Payouts to
executive officers of the Company other than th€®CEny individual MIP Payouts to other
plan participants will be determined by the CEO.

Section 2.2 _Medium of Payment. In the sole and labsadliscretion of the
Compensation Committee, the MIP Payout may be rmadash, in stock of the Company, in
unsecured notes, or in any other alternative fayfrtompensation.

Section 2.3 Time of Paymemll MIP Payouts earned shall be paid only after the
Compensation Committee has reviewed managesneaitulations of such MIP Payouts and
ensured the Incentive Pool is large enough to caNesuch MIP Payouts. MIP Payouts shall be
made no later than March 15th of the year followtimg end of any Plan Year.

Section 2.4 _Employment RequiredIP participants are determined by the CEO and,
except in the case of the participamteath, must remain active employees of HeskadZatipn
or one of its affiliates in a position which quas for MIP participation through the end of a
given Plan Year in order to be eligible to earn B Payouts.

Section 2.5 _lIn the case of a Change of Conlitthe Company experiences a Change
in Control (as defined in Heskal997 Stock Incentive Plan) during any Plan Yéer Plan Year
Incentive Pool will be a Fully Funded Pool (meanthagt the Incentive Pool will equal to the
sum of the Incentive Targets of all MIP particiaahd any MIP Payouts will be prorated from
the beginning of the Plan Year until the date ef @hange of Control. Payouts will occur at a
time as close as commercially reasonably practcabthe date of the closing of the Change of
Control.

Section 2.6 _lIn the case of disabilifyime spent on Short Term Disability will count as
active time in the MIP. Long Term Disability timellnot count as active time in the MIP.
Personal leave time will be considered by the Camegigon Committee or its designee on a case
by case basis.

Section 2.7 _In the case of deathprorated payment of any MIP Payout will be made
to the employes designated beneficiary. The payment will be paithe normal payment time
of the MIP Payouts.

Section 2.8 _Partial Payments or Exceptidif'e Compensation Committee must
approve partial payments or exceptions to any m@avision of this MIP.
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ARTICLE Il
MISCELLANEOUS

Section 3.1 _Parachute Payments. To the extenatiyadf the payments and benefits
provided for under the MIP or any other agreemerraangement between the Company and a
participant (collectively, the "Payments”) (i) abiute a "parachute payment" within the
meaning of Code Section 280G and (ii) but for frasagraph would be subject to the excise tax
imposed by Section 4999 of the Code, then the Patgshall be payable either (i) in full or (ii)
as to such lesser amount which would result inaertign of such Payments being subject to
excise tax under Section 4999 of the Code (detexthiim accordance with the reduction of
payments and benefits paragraph set forth belowigivever of the foregoing amounts, taking
into account the applicable federal, state and locame taxes and the excise tax imposed by
Section 4999, results in the participameceipt on an after-tax basis, of the greatesuatof
benefits under this MIP, notwithstanding that alsome portion of such benefits may be taxable
under Section 4999 of the Code. Except to thengxifeany, otherwise agreed in writing
between a participant and the Company, any detatramrequired under this provision will be
made by accountants selected by the Company, wieteemination shall be conclusive and
binding upon the participant and the Company fbpaiposes.

Section 3.2 _No Right to Employment. Nothing in thecument is to be construed as a
contract of employment of a defined period of tione@therwise altering the status of employee
as an at-will employee of the Company. Eitheryaray elect to terminate the employment
relationship at any time, without cause or advaraee.
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