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PART I. — FINANCIAL INFORMATION

Item 1. Financial Statements.

3D SYSTEMS CORPORATION
CONDENSED CONSOLIDATED BALANCE SHEETS

June 30, December 31
2008 2007
(In thousands,
except par value)

(unaudited)
ASSETS
Current asset:
Cash and cash equivalel $ 19,10¢ $ 29,68¢
Accounts receivable, net of allowance for doub#fttounts of $1,845 (2008) and
$2,072 (2007 28,50: 31,11¢
Inventories, net of reserves of $2,672 (2008) e8CkH (2007 26,08t 20,041
Prepaid expenses and other current a: 3,64¢ 4,42¢
Deferred income tax ass¢ 58€ 693
Restricted cas 1,20( 1,20C
Assets held for sal 3,454 3,454
Total current asse 82,58¢ 90,621
Property and equipment, r 24,82( 21,331
Goodwill 48,74 47,68
Other intangible assets, r 4,46( 5,17(C
Other assets, n 2,75k 2,581

$163,36: $ 167,38!

LIABILITIES AND STOCKHOLDERS ' EQUITY
Current liabilities:

Industrial development bon $ 3208 % 3,32¢
Current portion of capitalized lease obligatit 18¢ 181
Accounts payabl 20,50: 20,71z
Accrued liabilities 10,17¢ 12,24¢
Customer deposi 3,62¢ 1,537
Deferred revenu 11,29¢ 11,717
Total current liabilities 48,997 49,71¢
Long-term portion of capitalized lease obligatic 8,561 8,66:
Other liabilities 4,524 4,23¢
Total liabilities 62,08¢ 62,61¢

Commitments and contingenci — —

Stockholder equity:
Preferred stock, authorized 5,000 shares; nonedk — —
Common stock, $0.001 par value, authorized 60,0@80es; 22,417 (2008) and 22,2

(2007) shares issu¢ 22 22
Additional paic-in capital 175,59. 173,64!
Treasury stock, at cost; 52 shares (2008) and &@&st{2007 (1139 (117)
Accumulated defici (79,417 (72,407
Accumulated other comprehensive incc 5,19( 3,61¢

Total stockholder equity 101,27: 104,76¢

$163,36: $ 167,38!

See accompanying notes to condensed consolidaizucial statements.
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3D SYSTEMS CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

Six Months Ended June 30

Quarter Ended June 30,
2008 2007 2008
(In thousands, except per share amount:
(unaudited)
Revenue
Products $27,71% $27,59: $50,47¢
Services 8,94: 8,83t 17,96¢
Total revenue 36,65¢ 36,42¢ 68,44
Cost of sales
Products 15,79¢ 15,86¢ 27,52:
Services 7,541 7,08 14,17¢
Total cost of sale 23,33¢ 22,94, 41,69
Gross profit 13,32( 13,47¢ 26,74¢
Operating expense
Selling, general and administrati 12,55¢ 14,87: 25,61¢
Research and developmt 3,57¢ 3,52¢ 7,17¢
Total operating expens 16,13 18,40( 32,794
Operating los! (2,819 (4,927 (6,04¢)
Interest and other expense, 20C 55¢ 27C
Loss before income tax (3,019 (5,480 (6,319
Provision for (benefit of) income tax 31C (177) 69€
Net loss $(3,329 $(5,309) $(7,019
Net loss per sha— basic $ (0.1 $ (0.29) $ (0.3))
Net loss per sha— diluted $ (0.1 $ (0.29) $ (0.3))

See accompanying notes to condensed consolidaizucial statements.

2007
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3D SYSTEMS CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOW

Six Months Ended June 30

2008 2007
(In thousands)
(unaudited)
Cash flow used in operating activitie
Net loss $ (7,019 $(8,427)
Adjustments to reconcile net loss to net cash ursegerating activities
Provision for (benefit of) deferred income ta: 11C (149
Depreciation and amortizatic 3,12: 3,647
Provision for (benefit of) bad dek 287 (28)
Stocl-based compensatic 85¢€ 1,66(
Changes in operating accour
Accounts receivabl 4,35 8,591
Inventories (7,589 181
Prepaid expenses and other current a: 89¢ 1,587
Accounts payabl (1,616 (9,577
Accrued liabilities (2,749 (1,389
Customer deposi 1,961 (4,997
Deferred revenu (789 96t
Other operating assets and liabilit (219 32t
Net cash used in operating activit (8,38)) (7,592
Cash flows used in investing activitie
Purchases of property and equipm (3,249 (417)
Additions to license and patent co (230 (262)
Software development cos — (300
Net cash used in investing activiti (3,479 (979
Cash flows provided by financing activitie
Net proceeds from issuance of common s — 20,56:
Stock options and restricted stock proce 1,091 2,621
Repayment of lor-term debt (210 (179
Net cash provided by financing activiti 881 23,00
Effect of exchange rate changes on ¢ 394 40€
Net increase (decrease) in cash and cash equis (20,580) 14,84:
Cash and cash equivalents at the beginning oféhieq 29,68¢ 14,331
Cash and cash equivalents at the end of the p $ 19,10¢ $29,17:
Supplemental Cash Flow Information:
Interest payment $  48¢ $ 78¢
Income tax paymen 40¢ 791
Non-cash item:
Cumulative effect of adoption of accounting for artainty of income taxe — 1,20¢
Conversion of 6% convertible subordinated debest — 50¢
Transfer of equipment from inventory to propertyl @aguipment, net(e 3,941 94t
Transfer of equipment to inventory from propertyl @guipment, net(k 1,51¢ 322

(a) Systems included in inventory are transferred fiowentory to property and equipment at cost when th
Company requires additional systems for trainiregndnstration or shc-term rentals

(b) In general, a system is transferred from propemty equipment, net into inventory at its net bookigavhen the
Company has identified a potential sale for a (s@tem. The system is removed from inventory upon
recognition of the salt

See accompanying notes to condensed consolidaiucfal statements.
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3D SYSTEMS CORPORATION

CONDENSED CONSOLIDATED STATEMENT OF STOCKHOLDERS' E QUITY

Balance at December 31, 20C
Exercise of stock optior

Issuance (repurchase) of restricted si
Stock compensation exper

Net loss

Foreign currency translation adjustm

Balance at June 30, 200

Common Stock

Par Additional Other Total
Value Paid-in Treasury Stock  Accumulated Comprehensive Stockholders
Shares $0.00! Capital  Shares  Amount Deficit Income Equity
(In thousands, except par value
(unaudited)

2222¢$ 22 $173,64° 50 $(111)$ (72,409$  3,61€ $ 104,76

161 —(a) 1,08: — — 1,08¢
32 —(a) 8 2 @ — — 6
- — 85¢ — — — — 85¢€
- — - — — (7,019 — (7,019
_  _ _ — 1,57¢ 1,57

22417$ 22 $17559. 52 $(119$ (79,41)$ 5190 $ 101,27

(a) Amounts not shown due to roundir
See accompanying notes to condensed consolidaiucfal statements.
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3D SYSTEMS CORPORATION

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATE MENTS
(Unaudited)
(amounts in thousands, except per share data)

(1) Basis of Presentatior

The accompanying condensed consolidated finantsig@raents include the accounts of 3D Systems
Corporation and its subsidiaries (collectively, tB®mpany”). All significant intercompany transams and
balances have been eliminated in consolidation.cbmelensed consolidated financial statements heee prepare
in accordance with generally accepted accountimgimes in the United States of America (“GAARINd the rule
and regulations of the Securities and Exchange Gesiom (“SEC”)applicable to interim reports. Accordingly, t
do not include all of the information and notesuieed by GAAP for complete financial statements ahduld be
read in conjunction with the audited financial staénts included in the Company’s Annual Report om+10-K
(“Form 10-K”) for the year ended December 31, 2007.

In the opinion of management, the unaudited firgrstatements contain all adjustments, consisting o
adjustments of a normal recurring nature, necessauyesent fairly the financial position, resufsoperations, and
cash flow for the periods presented. The resultspefations for the quarter and six months ended 30, 2008 are
not necessarily indicative of the results to beeexgd for the full year.

The preparation of financial statements in accocdamith GAAP requires management to make estinzatds
assumptions that affect the amounts reported ifitkhacial statements. Actual results may diffemfrthose
estimates and assumptions.

Certain prior period amounts have been reclassifiesbnform to their current year presentation.

(2) Inventories
Components of inventories, net at June 30, 2008@wmmber 31, 2007 were as follows:

2008 2007
(In thousands)
Raw material $133 §$§ 83t
Inventory held by assemble — 197
Work in proces: 11€ 12¢€
Finished goods and pal 27,30¢ 21,18¢
Total cosi 28,75’ 22,345
Less: reserve (2,672 (2,306
Inventories, ne $26,08:  $20,04!
(3) Property and Equipment
Property and equipment at June 30, 2008 and Deae3db@007 were as follows:
Useful Life
2008 2007 (in years)
(In thousands, except years
Building $ 8566 $ 8,56¢ 25
Machinery and equipme 30,807 26,46¢ 3-5
Capitalized softwar— ERP 3,11 3,077 5
Office furniture and equipme 3,56z 3,492 5
Leasehold improvemen 8,05¢ 7,73( Life of Lease
Rental equipmer 1,26( 72€ 5
Construction in progres 41€ 511 N/A
Total property and equipme 55,78: 50,57:
Less: Accumulated depreciation and amortiza (30,967) (29,240
Total property and equipment, r $24,82( $21,33:
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3D SYSTEMS CORPORATION
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATE MENTS — (Continued)

On February 28, 2008, the Company purchased cextpiipment from its former customer, Tangible Egpre
LLC. Of the $5,300 of equipment and materials pasgd, $800 was sold to customers during the seqaerder,
$3,000 was included in property and equipment aé B0, 2008 and the balance was primarily in inment

Depreciation and software amortization expensdhferquarter and six months ended June 30, 200$was83
and $2,183, respectively, compared to $1,010 ar@b8Xor the quarter and six months ended Jun2@y. For th
quarter and six months ended June 30, 2008, thep@wyrrecognized software amortization expensetgor i
capitalized enterprise resource planning (“ERP%tem of $162 and $324, respectively, compared 60 $thd $274
for the quarter and six months ended June 30, 2007.

The Company holds approximately $3,454 of assédsextto its Grand Junction facility, net of accuated
depreciation, as assets held for sale, comprisethply of $3,018 of building and improvements, oét
accumulated depreciation, and $436 of land. Thesets are classified as Assets held for sale o8dnelensed
Consolidated Balance Sheets at June 30, 2008 acehiber 31, 2007. See Note 6.

(4) Intangible Assets
Intangible assets other than goodwill at June 8082xnd December 31, 2007 were as follows:

June 30, 2008

Gross
Carrying Accumulated
Amount Amortization Net
(In thousands)
Licenses $587 $ (4,847 $1,03:
Patent cost 16,12: (13,31  2,80¢
Other intangible asse 8,96¢ (8,349 62C
Total $30,96¢ $ (26,500 $4,46(
December 31, 200
Gross
Carrying Accumulated
Amount Amortization Net
(In thousands)
Licenses $ 587t $ (4,595 $1,28C
Patent cost 15,90¢ (13,17¢  2,73%
Other intangible asse 8,96¢ (7,810  1,15¢
Total $30,75. $ (25,58) $5,17(

For the six months ended June 30, 2008 and 208G ¢éimpany capitalized $230 and $262, respectiotly,
costs incurred to acquire, develop and extend paterthe United States and various other countries

Amortization expense related to licenses, patesitscand other intangible assets for the quartetsarmonths
ended June 30, 2008 and 2007 was as follows:

Quarter Ended June 30, Six Months Ended June 30
2008 2007 2008 2007
(In thousands)

Amortization expense

Licenses $124 $124 $24¢ $ 24¢
Patent cost 77 301 154 547
Acquired technology cos — 37¢ — 75€
Other intangible asse 33¢ 21 53¢ 41

Total $54C $82¢E $94C $1,59¢
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3D SYSTEMS CORPORATION
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATE MENTS — (Continued)

(5) Accrued and Other Liabilities

Accrued liabilities at June 30, 2008 and Decemle2807 were as follows:

200¢ 2007

W thousands)
Compensation and benef $ 4,666 $ 4,91¢
Vendor accrual 3,15¢ 2,84¢
Accrued professional fet 74€ 1,28
Accrued taxe: 481 1,381
Royalties payabl 32¢ 645
Non-contractual obligation to repurchase inventory tBicdissembler — 197
Accrued interes 60 74
Accrued othe 737 90C

$10,17¢  $12,24¢

Other liabilities at June 30, 2008 and Decembe2B0,/ were as follows:

2008 2007

(In thousands)
Defined benefit pension obligatic $2,61¢  $2,361
Other lon¢-term liabilities 1,90¢ 1,871

(6) Borrowings

The Company’s debt at June 30, 2008 and Decemh@08Y was $3,205 and $3,325, respectively, and
represented industrial development revenue boratedeto the Grand Junction facility. See Note I3 Thterest rat
at June 30, 2008 and December 31, 2007 was 1.68%.88%, respectively. On May 7 and July 31, 2@08,bank
waived the Company’s nocempliance with certain of the financial covenasgsforth in this facility for the perioc
ended March 31, 2008 and June 30, 2008, respegte@th in consideration for a $32 non-refundaldéver fee.

The Company ceased operations at its Grand Jurfeibdity at the end of April 2006. The facility @irrently
listed for sale or lease. Upon sale of the Gramtttion facility, the Company expects to pay off theéustrial
development revenue bonds. Following cessatiorpefations at the Grand Junction facility, the Conypa
reclassified these bonds from long-term debt toentriabilities. Once the Comparsyobligations under these boi
have been satisfied, the Company expects the $illi@mof cash restricted as part of the industdalrelopment
revenue bond agreements to be released to the @gmpa

Such restricted cash is held on deposit as pasialrity for the Company’s obligations under théustrial
development revenue bonds discussed above, areldfeis not available to the Company for genesal u

(7) Hedging Activities and Financial Instruments

The Company conducts business in various counisig) both the functional currencies of those coestand
other currencies to effect cross border transastids a result, the Company is subject to thettisk fluctuations in
foreign exchange rates between the dates that trevssactions are entered into and their respeséttéement dates
will result in a foreign exchange gain or loss. \Wipeacticable, the Company endeavors to matchsaaset
liabilities in the same currency on its balancesslaed those of its subsidiaries
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3D SYSTEMS CORPORATION
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATE MENTS — (Continued)

in order to reduce these risks. The Company alkenvit considers it appropriate, enters into fareigrrency
contracts to hedge exposures arising from thessdctions. The Company has not adopted hedge aoupunder
Statement of Financial Accounting Standards (“SPAS$. 133, “Accounting for Derivatives and Hedging
Activities,” as amended by SFAS No. 137 and SFAS I8, and all gains and losses (realized or uizel are
recognized in cost of sales in the Condensed Cinlatetl Statements of Operations.

At June 30, 2008 and December 31, 2007, theseamtstincluded contracts for the purchase of curesnathe
than the U.S. dollar. The dollar equivalent of ftweign currency contracts and the related faingalas of June 30,
2008 and December 31, 2007 were as follows:

Foreign Currency
Purchase Contracts

2008 2007
(In thousands)
Notional amoun $1,23¢  $2,90¢
Fair value 1,267 2,891
Net unrealized gain (los $ 28 $ (19

The foreign currency contracts outstanding at Bihe008 expired at various times between July0982and
July 30, 2008. The foreign currency contracts amding at December 31, 2007 expired at variousstipedween
January 3, 2008 and February 13, 2008.

Changes in the fair value of derivatives are reedrid cost of sales in the Condensed Consolidater8ents
of Operations. Depending on their fair value atehd of the reporting period, derivatives are rdedreither in
prepaid expenses and other current assets orlinegtiabilities on the Condensed Consolidated BadeSheets.

The total impact of foreign currency items on tren@ensed Consolidated Statements of Operatioriedor
quarter and six months ended June 30, 2008 wens (Jasses) of $(285) and $445, respectively, coatht gains
(losses) of $(2) and $13 for the quarter and sinttmended June 30, 2007.

(8) Stock-based Compensation Plan

The Company records stock-based compensation exfresslling, general and administrative expensdlé
Condensed Consolidated Statements of Operatioosk-Based compensation expense for the quartersiand
months ended June 30, 2008 and 2007 was as follows:

Quarter Ended June 30, Six Months Ended June 30
2008 2007 2008 2007
(In thousands)
Options $ — $122 $ — $ 542
Restricted stock awar 37¢€ 57¢E 85¢€ 1,11¢
Total stocl-based compensation expel $37€ $697 $85€ $1,66(

The expense for the six-month period ended Jun2@, included $497 of stock-based compensatioprese
primarily related to the acceleration of expenstwéspect to restricted stock awards relatedeaséparation from
service of the Company’s former Chief Financiali€Hf in the first quarter of 2007.
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3D SYSTEMS CORPORATION
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATE MENTS — (Continued)

The number of shares of restricted common stocledand the weighted average fair value per shaieg
the quarters and six months ended June 30, 2008@0Wwere as follows:

Quarter Ended June 30,
2008 2007
Weighted Weighted
Shares Average Shares Average
Awarded Fair Value Awarded Fair Value
(In thousands, except per share amount

Restricted stoc 30 $ 10.4i 15 $ 20.9]
Six Months Ended June 30
2008 2007
Weighted Weighted
Shares Average Shares Average

Awarded Fair Value Awarded Fair Value
(In thousands, except per share amount

Restricted stoc 32 $ 10.7¢ 15 $ 20.9]

In the quarter and six months ended June 30, 2868 ompany granted restricted stock awards coy&n
and 24 shares, respectively, of common stock patdoghe Company’s 2004 Restricted Stock PlariNfon-
Employee Directors. The Company also issued réstristock awards covering 8 shares of common gtockrtain
employees during the 2008 second quarter, pursadaheé Company’s 2004 Incentive Stock Plan.

In the second quarter of 2007, the Company gramtstricted stock covering 49 shares of Common Stock
certain employees, including certain executiveceffs, pursuant to the Compasy004 Incentive Stock Plan. Uni
the terms of these awards, the employees hadJuyill3, 2007 to accept the awards. The awards a@repted by
all employees. These restricted stock awards warle@ed from the average common shares outstandicglatior
but were included in the stock-based compensatioouat for the 2007 second quarter.

(9) Earnings (Loss) Per Share

The Company presents basic and diluted earnings)(fzer share (“EPS”) amounts. Basic EPS is cadkmlilay
dividing net income (loss) available to common ktadders by the weighted average number of comrhares
outstanding during the applicable period. DilutdeiSHs calculated by dividing net income (loss) lgy Wweighted
average number of common and common equivalenéstutstanding during the applicable period. Thieviong
table reconciles basic weighted average outstarstinges to diluted weighted average outstandinggstiar the
guarters and six months ended June 30, 2008 ari@l 200

Quarter Ended June 30, Six Months Ended June 3(
2008 2007 2008 2007
(In thousands, except per share amounts)
Numerator:
Net loss $(3,329) $(5,30%) $(7,019) $(8,429)

Denominator
Denominator for basic EPS — weighted average shares
outstanding 22,35 19,36 22,33¢ 19,24(
Add: Effect of dilutive securitie
Stock options and other equity compensa — — —

Denominator for dilutive EP 22,351 19,36 22,33¢ 19,24(
Loss per share
Basic $ (0.1%) $ (0.27) $ (0.3)) $ (0.49
Diluted $ (0.1F $ (0.27) $ (0.3]) $ (0.49
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3D SYSTEMS CORPORATION
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATE MENTS — (Continued)

No dilutive securities were included in the dilutedighted average shares outstanding for periothsveit
losses, because the effect of their inclusion wbialee been anti-dilutive; that is, they would has@uced the net
loss per share.

(10) Income Taxes

The Company used effective tax rates of (10.3%)(&td%) for the quarter and six months ended 3@ne
2008, respectively, compared to 3.2% and (2.2%)Herquarter and six months ended June 30, 2007.

Tax years 2004 to 2007 remain subject to examindtjothe U.S. Internal Revenue Service. Should the
Company utilize any of its U.S. loss carryforwangijch date from 1997, these would be subject tom@ration.
The Company files income tax returns (which arengpeexamination beginning in the year shown ireptireses)
in France (2004), Germany (2000), Japan (2003, (2003), Switzerland (2003) and the United Kingd(2005).

(11) Segment Information

The Company operates in one reportable businessesgdn which it develops, manufactures and markets
worldwide 3-D modeling, rapid prototyping and maatfiring systems designed to reduce the time éistad
produce threalimensional objects. The Company conducts its legsithrough operations in the United States,
and service offices in the European Community (Eeasermany, the United Kingdom and Italy) andAk&-
Pacific region (Japan and Hong Kong), and a rekemmd production facility in Switzerland. Revenuenfi
unaffiliated customers attributed to Germany inelsidales by the CompasyGerman unit to customers in count
other than Germany. The Company has historicafigldsed summarized financial information for thegraphic
areas of operations as if they were segments iordance with SFAS No. 131, “Disclosures about Segsef an
Enterprise and Related Information.”

Such summarized financial information concernirg @mpany’s geographical operations is shown in the
following tables:

Quarter Ended Six Months Ended
June 30, June 30,
2008 2007 2008 2007
(In thousands)

Revenue from unaffiliated custome

United State: $16,05¢ $16,717 $28,09: $32,90¢
Germany 7,334 7,56¢ 14,51 14,90¢
Other Europ 7,59¢ 7,39t 16,08( 16,15:
Asia Pacific 5,66¢ 4,74¢ 9,751 9,38¢

Total $36,65¢ $36,42¢ $68,44: $73,35¢

The Company’s revenue from unaffiliated customegrsype is as follows:

Quarter Ended Six Months Ended
June 30, June 30,
2008 2007 2008 2007
(In thousands)

Systems and other produ $11,487 $12,66f $19,32¢ $25,85¢
Materials 16,22¢ 14,92¢ 31,14¢ 30,29«
Services 8,94: 8,83¢ 17,96¢ 17,20¢
Total $36,65¢ $36,42¢ $68,44: $73,35¢

10
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3D SYSTEMS CORPORATION
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATE MENTS — (Continued)

Intercompany sales were as follows:

Quarter Ended June 30, 200¢
Intercompany sales tc

United Other Asia
States Germany Europe Pacific Total
(In thousands)
United State: $ — $5051 $324¢ $3,63z $11,92]
Germany 42¢ — 1,78( — 2,20¢
Other Europs 1,641 5 — — 1,64¢
Asia Pacific — — — — —
Total $2,06¢ $5,05¢ $5,02¢ $3,63: $15,787
Quarter Ended June 30, 200"
Intercompany sales tc
United Other Asia
States Germany Europe Pacific Total
(In thousands)
United State: $ — $359% $2,23¢ $193: $ 7,767
Germany 9 — 1,251 89 1,34¢
Other Europs 1,44: 12 — — 1,45¢
Asia Pacific — — — — —
Total $1,45: $ 3,60¢ $3,49C $2,021 $10,577
Six Months Ended June 30, 200
Intercompany sales tc
United Other Asia
States Germany Europe Pacific Total
(In thousands)
United State: $ — $973¢ $6,14: $6,63: $22,50¢
Germany 462 — 3,74: — 4,204
Other Europg 2,841 53 — — 2,892
Asia Pacific — — — — —
Total $3,30: $ 9,787 $9,88¢/ $6,63: $29,60:
Six Months Ended June 30, 2007
Intercompany sales tc
United Other Asia
States Germany Europe Pacific Total
(In thousands)
United State: $ — $797¢ $5171 $8,10¢ $21,25¢
Germany 36 — 2,44: 90 2,56¢
Other Europs 3,31¢ 58 — — 3,37z
Asia Pacific — — — — —
Total $3,35( $ 8,03t $7,61¢ $8,19¢ $27,19]

11
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3D SYSTEMS CORPORATION
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATE MENTS — (Continued)

All revenue between geographic areas is recordpdaas that provide for an allocation of profiigs) betwee
entities. Income (loss) from operations and adsetsach geographic area were as follows:

Quarter Ended June 30, Six Months Ended June 30
2008 2007 2008 2007
(In thousands)

Income (loss) from operation

United State: $(3,687) $(3,265) $(8,406€) $(7,527)
Germany 55¢ 223 824 437
Other Europ 421 222 1,07¢ 48¢
Asia Pacific (186 462 85¢ 79€
Subtotal (2,88¢) (2,35¢) (5,64¢ (5,80))
Inter-segment eliminatio 75 (2,569 (409 (1,299
Total $(2,817) $(4,921 $(6,04¢ $(6,997)
June 30, December 31
2008 2007
(In thousands)

Assets:
United State: $ 77,038 $ 86,33¢
Germany 30,02 29,96(
Other Europ 72,81t 64,84(
Asia Pacific 19,62¢ 16,60
Subtotal 199,50( 197,74:
Inter-company eliminatiol (36,139 (30,35¢6)
Total $163,36: $ 167,38!

(12) Commitments and Contingencie:

On March 14, 2008, DSM Desotech Inc. filed a conmpln an action titted DSM Desotech Inc. v. 3D &yns
Corporation in the United States District Court ioee Northern District of lllinois (Eastern Divigipasserting that
the Company engages in anticompetitive behavidr veispect to resins used in large-frame steregjitighy
machines. The complaint further asserts that thaf2my is infringing two of DSM Desotech’s patergkating to
stereolithography machines. The Company understiiad$SM Desotech estimates the damages assowidted
its claims to be in excess of $40,000. On or abant 6, 2008, the Company filed a motion to distfieson-
patent causes of action. The Company also filegnsmer to the patent-related claims and assertéoligadefenses
and counterclaims. The Company intends to contiowggorously contest all of the claims assertedISM
Desotech.

The Company is also involved in various other legatters incidental to its business. The Company’s
management believes, after consulting with counisat,the disposition of these other legal mattélisnot have a
material effect on the Company’s consolidated tesafl operations or consolidated financial position

(13) Fair Value Measurements

In September 2006, the Financial Accounting StashslBoard (“FASB”) issued SFAS No. 157, “Fair Value
Measurements.” SFAS No. 157 introduces a framevi@rkneasuring fair value and expands required dssole
about fair value measurements of assets and tiabiliFor financial assets and liabilities,
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3D SYSTEMS CORPORATION
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATE MENTS — (Continued)

SFAS No. 157 is effective for fiscal years begimnaiter November 15, 2007. The Company adoptedttiredard
for those assets and liabilities as of Januar@@82and the impact of adoption was not significant

SFAS No. 157 defines fair value as the exchangee hiat would be received for an asset or paidattster a
liability (an exit price) in the principal or moatlvantageous market for the asset or liabilitynoederly transaction
between market participants on the measurement 8BS No. 157 also establishes a fair value hiasawhich
requires an entity to maximize the use of observatguts and minimize the use of unobservable gpiiten
measuring fair value. The standard describes tbragds of inputs that may be used to measure &ire:

Level 1 — Quoted prices in active markets for identicaleds or liabilities.

Level 2 — Observable inputs other than Level 1 prices suajuased prices for similar assets or liabilit
quoted prices in markets that are not active; loeoinputs that are observable or can be corrobdiay
observable market data for substantially the &t of the assets or liabilities.

Level 3 — Unobservable inputs that are supported by litlao market activity and that are significant to
the fair value of the assets or liabilities.

The Company utilizes the market approach to medairrgalue for its financial assets and liabiktierhe
market approach uses prices and other relevarmiation generated by market transactions involvitegtical or
comparable assets or liabilities.

Assets and liabilities measured at fair value oacarrring basis are summarized below:
Fair Value Measurements as of June 30, 2008

Level 1 Level 2 Level 3 Total
(In thousands)

Description

Shor-term investment?! $14,67: $ — $ — $14,67:
Restricted cash and sfk-term investment?! 1,20( — — 1,20(
Currency derivative contrac! 1,261 — — 1,261
Total $17,13¢ $ — $ — $17,13¢

1 Unrealized gains or losses on short-term investsjeastricted cash and short-term investmentsdaridatives
are recorded in the statement of operations at e&esurement dat

The fair market value of level 1 currency derivationtracts at June 30, 2008 and December 31,\2884s

follows:
Foreign Currency
Purchase Contracts
2008 2007
(In thousands)
Notional amoun $1,23¢  $2,90%
Fair value 1,267 2,891
Net unrealized gain (los $ 28 $ (19

FASB Staff Position No. 157-2 delayed the effectiate of SFAS No. 157 until fiscal years beginréfigr
November 15, 2008, and interim periods within thiiseal years, for all nonfinancial assets andilitids, except
for items that are recognized or disclosed atfalue in the financial statements on a recurrirgjdgat least
annually). We are assessing the impact of SFASLN®.0n the Company’s consolidated financial stateswith
respect to these nonfinancial assets and lialsilitie
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3D SYSTEMS CORPORATION
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATE MENTS — (Continued)

(14) Recent Accounting Pronouncement

In February 2007, the FASB issued SFAS No. 159¢"“FFhir Value Option for Financial Assets and Finainc
Liabilities, including an amendment of FASB Statetndo. 115,” which became effective January 1, 2008
SFAS No. 159 permits companies to choose to measutain financial assets and financial liabilitedair value.
Unrealized gains and losses on items for whicHdheralue option has been elected are reportedinings at each
subsequent reporting date. The implementationisfstfandard did not have a material impact on the@any’s
consolidated financial position or results of opierss.

In December 2007, the FASB issued SFAS No. 14Ji9eeV2007), “Business
Combinations” (“SFAS No. 141R"). SFAS No. 141R pdes revised guidance on how acquirers recognide an
measure the consideration transferred, identifiablets acquired, liabilities assumed, non-coimmplhterests, and
goodwill acquired in a business combination. SFAS NI1R also expands required disclosures surragrttie
nature and financial effects of business combinati®FAS No. 141R is effective, on a prospectivadydor fiscal
years beginning after December 15, 2008. The Comnjzacurrently assessing the impact of SFAS NoRLéf its
financial statements.

In March 2008, the FASB issued SFAS No. 161, “Qisares about Derivative Instruments and Hedging
Activities.” SFAS No. 161 expands disclosures agginot change accounting for derivative instrusiantl
hedging activities. The statement will become difecfor the Company starting in January 2009. Teenpany is
currently assessing the impact of SFAS No. 16I®fidancial statements.
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Item 2. Managemen's Discussion and Analysis of Financial Conditionnal Results of Operations.

This discussion should be read in conjunction whthCondensed Consolidated Financial Statementthand
notes thereto included in Item 1 of this Quarté&gport on Form 10-Q.

We are subject to a number of risks and uncertaintiat may affect our future performance thatl@eussed
in greater detail in the sections entitled “Forwambking Statements” and “Cautionary StatementsRisét
Factors” at the end of this Item 2 and that areutised or referred to in Item 1A of Part Il of tQigarterly Report
on Form 10-Q.

Business Overview

We design, develop, manufacture, market and seB/Aanodeling, rapid manufacturing, and prototyping
systems and related products and materials thsteenamplex three-dimensional objects to be prodwtirsctly
from computer data without tooling, greatly redgrthe time and cost required to produce prototypesistomized
production parts.

Our consolidated revenue is derived primarily fritva sale of our systems, the sale of the relatadmals uset
by the systems to produce solid objects and theigiom of services to our customers.

Recent Developments

New product developments

Since the beginning of 2008, we have continuedhewr product development and geographic expansion
activities, resulting in the following:

In January 2008, we launched the Pré9étD 3000 3-D Production System, a new, professidrigh-
definition 3-D modeler that is based on our pate@ied proprietary Multi-Jet Modeling technology.eTh
ProJet™ HD 3000 3-D Production System provides the chofdegoth high definition and ultra high
definition build modes in a single system and isigieed for a wide range of us:

In February 2008, we launched our Pra3ddP 3000 3-D Production System, a 3Madeler that is designe

to accurately, consistently and economically mactuf@ precision wax-upg®r dental professionals. The u

of the ProJet™ DP Production System scans a model, designs alisax-up using 3-3oftware, then sen
the data to the ProJetProduction System to “print” wax-ups in layers. ®ystem can generate hundreds of
units in each cycle

With the previously reported electrical noise pesblrelated to our new V-FlastDesktop Modeler and the
resulting delays to its planned commercial shipsent did not make any commercial shipments, nor
recognize any revenue from, the V-FI&Desktop Modeler in the quarter and six months erdded 30,
2008. The V-Flas® Desktop Modeler is designed to build three-dimemasianodels within hours in a home
or an office, enabling designers, engineers, hatdwnd students to imagine, design and build itieas at
their desks. The V-FlashDesktop Modeler is the first product based on @w Film Transfer Imaging
technology platform

We launched the new Sinterstati®Rro DM100 and the DM250 SLM Systems, two directahketser
sintering systems that quickly build fully-densetpdrom a wide range of metal materials for fuoiil
parts, tooling and prototype

We began to sell our Accufamaterials in Japan, expanding our portfolio of gmmvdependable Accufa
materials in Japal

In May 2008, we launched a Pro-Parts Material Eatidin Web Site equipped with online pricing capapil
that may be used to order non-commercial Steregjitiphy (SLA® ) and Selective Laser Sintering (SE$
parts, enabling more designers and engineers triexge the benefits of Additive Manufacturing
technology
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Summary of 2008 financial results

As discussed in greater detail below, for the sdaprarter of 2008, revenue increased 0.6% to $3dlion
from $36.4 million in the second quarter of 200farily as a result of favorable foreign currernianslation of
our non-U.S. dollar revenue, higher materials saed higher revenue from our recently-introducdd Brinters,
mostly offset by lower large-frame systems salaesahigher than normal incidence of used equipreaiess. These
used equipment sales, with lower margins than thasgenerally recognize on new systems, accounte20fo of
total systems sales in the second quarter. Apprateiy 33% of these used equipment units and 40&teofised
equipment revenue involved the resale of systeatstk acquired from Tangible Express in the fitsirger of
2008. Revenue for the six months ended June 3@ @66€lined 7% to $68.4 million from $73.4 milliom 2007,
primarily due to anemic first quarter sales of &aftame systems.

Notwithstanding the sequential revenue growth dherfirst quarter of 2008, our second quarter 2@8@nue
fell some $4 million short of our mid-June expeictas primarily as a result of this year's uncerta@onomic
climate, and with that shortfall, we missed sevether key targets.

The operating loss declined to $2.8 million for geezond quarter of 2008 from $4.9 million in th@®2@uarter.
The improvement in operating results in the seapumatter of 2008 resulted primarily from a reductiorselling,
general and administrative (“SG&A”") costs. The lesn operations for the six months ended June608
declined to $6.0 million from $7.0 million in 2007.

Our operating expenses declined $2.3 million ingbeond quarter of 2008 and $3.6 million in thersonths
ended June 30, 2008, compared to prior year penwusarily reflecting lower SG&A expenses. We bek that
our quarterly operating expenses are approachingra normalized run rate. We expect our SG&A expsrisr the
second half of 2008 to fall in the range of $24lignil to $26 million.

As used in this Management's Discussion and Anglyhe combined effect of changes in product mik an
average selling prices, sometimes referred toias pnd mix effects, relates to changes in revéinaieare not able
to be specifically related to changes in unit vodurAmong these changes are changes in the prodwot mur
materials and our systems as the trend toward smaibore economical systems has continued anchtlueice of
new systems and materials on our operating reattiggrown. Our reporting systems are not curramhfigured to
produce more quantitative information regardingeffect of price and mix changes on revenue.

Systems orders and sales tend to fluctuate onréeglyebasis as a result of a number of factorduiding the
types of systems ordered by customers, customeptaice of newly-introduced products, the timingmrafduct
orders and shipments, global economic conditiomsflarctuations in foreign currency exchange rafs:
customers generally purchase our systems as cagiiggment items, and their purchasing decisiong maae a
long lead time. Due to the relatively high listqariof certain systems and the overall low unit w@of systems
sales in any particular period, the acceleratiodatay of orders and shipments of a small numbeystfems from
one period to another can significantly affect rewereported for our systems for the period inve\Revenue
reported for systems sales in any particular pas@dso affected by revenue recognition rulesgibed by
generally accepted accounting principles. Howeparduction and delivery of our systems is genenadiy
characterized by long lead times, and backlogeasetiore generally not a material factor in our bass.

At June 30, 2008 our backlog declined to $1.1 onillia 65% reduction from the $3.1 million of backkt
December 31, 2007. We believe that our level oklmgcat June 30, 2008 is generally consistent thiéhnormal
operating trends in our business.

Internal Controls

We have previously disclosed that at December 807 2naterial weaknesses existed relating to oernat
controls over financial reporting with respecttie bversight and review of our inventory costingteyn and the
design and operation of controls for certain ineepshipments and recognition of the related reeefiie
completed a number of remedial actions to corfeete weaknesses during the first quarter of

16




Table of Contents

2008, and, subject to the satisfactory testindnefremedial actions that we have taken, we betieateno additional
remedial efforts to correct them are required. IB=a 4, “Controls and Procedures,” below.

As part of our remediation efforts, we have adoptedriety of procedures to conduct additional itkda
transaction reviews and control activities withasjto our financial statements for all periods tha have
identified as being affected by the material weakes described above. As a result of these effeetbelieve that
the Unaudited Condensed Consolidated Financiaé®tatts included in this Quarterly Report on ForrQlBave
been prepared in accordance with generally accemeolinting principles, fairly present in all mé@érespects our
financial position, results of operations and clelv for the periods presented and are free of naterrors.

Results of Operations
Second quarter comparison of revenue by class afduct and service

Table 1 sets forth our change in revenue by clapsoaluct and service for the second quarter oB2@iimpare
to the second quarter of 2007:

Table 1
Systems and
Other
Products Materials Services Totals
(dollars in thousands)
Revenue— 2 "dQuarter 200° $12,66F 34.8% $14,92¢ 41.(% $8,83t 24.72% $36,42t 10(%
Change in revenuu
Volume
Core products and servic (540 (4.9 (2,425 (16.2) 90 1.C (2,875 (7.9
New products and servic (2,696) (21.9) 674 4.t (541) (6.1) (2,563 (7.0
Price/Mix 1,55¢ 12.:8 1,93t 13. — 0.C 3,497 9.€
Foreign currency translatic 49¢ 3.9 1,11% 7.4 55¢ 6.3 2,171 5.9
Net change (1,279 (9.9 1,30( 8.7 106 1.2 23C 0.
Revenue— 2 "dQuarter 200¢ $11,48° 31.2% $16,22¢ 44.2% $8,94: 24.2% $36,65¢ 100%

Despite an increase in unit volume from the salenodll-frame systems and 3Minters, revenue from syste
and other products decreased by $1.2 million ot®%i 1.5 million for the quarter ended June 30,80@m
$12.7 million in the second quarter of 2007, duedntinued sluggish sales of large-frame systerdsadmnigher than
normal incidence of used equipment sales. Largedraystems represented 25% of total systems reentlee
second quarter of 2008, while sales of small-fragstems and 3-D Printers accounted for the rengirito,
compared to 70% in the 2007 second quarter. Revieome3-D Printers was helped by growing demandofar
Dental Professional Printers and grew to 26% @l teystems sales in the second quarter. Systemsthed
products comprised 31.3% of consolidated revendlear2008 quarter compared to 34.8% in the 2007teud he
decrease from 2007 arose primarily from a $3.2ionillecrease in the volume of core and new prodpetsially
offset by a favorable $1.6 million combined effe€price and mix and a $0.5 million favorable impt&om foreign
currency translation.

Revenue from materials increased by $1.3 millio8%rto $16.2 million for the second quarter of 2008m
$14.9 million for the 2007 quarter and comprised324 of consolidated revenue in the 2008 quarterpared to
41.0% in the 2007 quarter. The increase was priynduie to the growing contribution of recurring eswe from ou
newer integrated systems. For the second quar@9Q#, our integrated systems accounted for 2684l afiaterials
revenue, reflecting a 4% sequential improvement thefirst quarter of 2008. The increase in matsnievenue
from 2007 reflected a $1.9 million favorable impatprice and mix and $1.1 million of favorabledan currency
translation, partially offset by a $1.8 million dease in materials volume.

Revenue from services increased by $0.1 millioh%rto $8.9 million for the second quarter of 2008m
$8.8 million for the 2007 quarter and increased4a% of consolidated revenue from 24.2% for the
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2007 quarter. The increase was primarily the reffutivorable foreign currency translation of $lion, partially
offset by a decrease in product services volunmk0ds million.

Six month comparison of revenue by class of prodant service

Table 2 sets forth our change in revenue by clapsoaluct and service for the first six months 603
compared to the same period of 2007:

Table 2
Systems anc
Other
Products Materials Services Totals
(dollars in thousands)
Revenue— Six Months 2007 $25,85¢ 35.2% $30,29¢ 41.2% $17,20¢ 23.5% $73,35¢ 10(%
Change in revenuu
Volume
Core products and servic 37€ 1kt (3,229 (10.6 (94) (0.¢) (2,941) (4.0
New products and servic (9,279) (35.9 1,87¢ 6.2 aze) (@.0 (7,579 (10.9
Price/Mix 1,34¢ 5.2 137 0.4 — 0.C 1,482 2.C
Foreign currency translatic 1,031 4.C 2,062 6.8 1,03C 6.C 4,12z 5.€
Net change (6,527) (25.2) 85¢ 2.8 757 4.4 (4,915 (6.9
Revenue— Six Months 200¢ $19,32¢ 28.2% $31,14¢ 45.5% $17,96¢ 26.2% $68,44:! 10(%

On a consolidated basis, revenue for the firshmixths of 2008 declined by 7% to $68.4 million from
$73.4 million for the first six months of 2007. Thancipal factors leading to this decline in cdidated revenue
were decreases in largeme systems unit volume, partially offset by theorable combined effect of price and |
and the favorable effect of foreign currency tratish.

In the absence of significant large-frame systeahsss revenue from systems and other products alesuieby
$6.5 million or 25% to $19.3 million for the six mitvs ended June 30, 2008, from $25.9 million inséwme period
of 2007 and comprised 28.3% of consolidated revémuthe first six months of 2008 compared to 35i2%he
2007 period. The decline arose primarily from arB$8illion decrease in the volume of systems suoéditially offse
by a favorable $1.3 million combined effect of grignd mix and a $1.0 million favorable impact frimreign
currency translation.

Revenue from materials increased by $0.9 millioB%rto $31.1 million for the first six months of @8 from
$30.3 million for the 2007 period and comprisedb4b .of consolidated revenue for the first six mor@h2008
compared to 41.3% in the 2007 period. For the $ibsmonths of 2008, our integrated systems acealftr 24% o
all materials revenue. The increase from 2007 wiasauily the result of a $1.9 million increase ievwm materials
volume and $2.1 million of favorable foreign curcgriranslation, partially offset by a $3.2 millidecrease in core
materials volume. The materials increase as a pege of total revenue was partially due to thdidedn revenue
from systems and other products in the 2008 period.

Revenue from services increased by $0.8 milliod%rto $18.0 million for the first six months of Z0)Grom
$17.2 million for the same period of 2007 and iased to 26.2% of consolidated revenue from 23.5%hf® 2007
period. The increase was primarily the result @bfable foreign currency translation of $1.0 mitljgartially offse
by a decrease in product services volume of $0lBmi The services increase as a percentage alf t@tenue was
partially due to the decline in revenue from systemd other products in the 2008 period.
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Change in second quarter revenue by geographic oex

Geographically, revenue from the Asia-Pacific regiacreased in both the second quarter and fixshsinths
of 2008, compared to prior year periods, while rexeedeclined for both the second quarter anddixstnonths of
2008 in the United States and Europe.

Table 3 sets forth the change in revenue by gebgrapea for the second quarter of 2008 comparéieto
second quarter of 2007:

Table 3
Net change in
Consolidated
U.S. Europe Asia-Pacific Revenue
(dollars in thousands)
Revenue— 2 "dQuarter 200° $16,717 45.9% $14,96: 41.1% $4,74€¢ 13.(% $36,42¢ 10C%
Volume (1,956 (11.7) (3,467 (23.]) (20) (0.4 (5,43 (14.9
Price/Mix 1,294 7.7 1,80¢ 12.C 39¢ 84 3,49 .
Foreign currency translatic — 0.C 1,62¢ 10.€ 543 11.4 2,171 5.8
Net change revent (662) (4.0 (30) (0.2 922 194 23C 0.€
Revenue— 2 "dQuarter 200¢ $16,05¢ 43.6¢% $14,93: 40.7% $5,66¢ 15.52% $36,65¢ 10C%

Revenue from U.S. operations declined by $0.7 omilbr 4% to $16.1 million, from $16.7 million ingtsecon:
quarter of 2007. The decrease was due to lowenwa|partially offset by the favorable combined effef price an
mix.

Revenue from European operations declined slight§14.9 million, from $15.0 million in the prioegr
quarter. This decrease was due to a $3.5 milli@firdein volume, mostly offset by a favorable cond effect of
price and mix and a $1.6 million favorable impakfaveign currency translation.

Revenue from Asi&acific operations increased by $0.9 million or 1@2$5.7 million, from $4.7 million in tF
prior year quarter due primarily to $0.5 millionfawvorable foreign currency translation and a fabde $0.4 million
combined effect of changes in price and mix.

Change in six month revenue by geographic region

Table 4 sets forth the change in revenue by gebgrapea for the first six months of 2008 comparethe first
six months of 2007:

Table 4
Net change in
Consolidated
U.S. Europe Asia-Pacific Revenue
(dollars in thousands)
Revenue— Six Months 2007 $32,90¢ 44.9% $31,06: 42.2% $9,38¢ 12.8% $ 73,35¢ 100%
Volume (6,420 (19.5 (3,930 (12.7) (170 (1.8) (10,520 (14.9)
Price/Mix 1,60 4.9 24€  0.€ (36€) (3.9 1,48: 2.
Foreign currency translatic — 0.0 3,21¢ 10.4 907 9.€ 4,12 5.€
Net change revent (4,816 (14.6) (468) (1.5 36¢ 3.€ (4,915 (6.9
Revenue— Six Months 200¢ $28,09: 41.(% $30,59¢ 44.7% $9,757 14.2% $ 68,44 100%

Revenue from U.S. operations declined by $4.8 omilbr 15% to $28.1 million, from $32.9 million ihé first
six months of 2007. The decrease was due to loygess volume, partially offset by the favorablentined effec
of price and mix.
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Revenue from European operations declined by $dlmor 2% to $30.6 million, from $31.1 milliomithe
prior year period. This decrease was primarily tiua $3.9 million decline in volume, partially offsby a
$3.2 million favorable impact of foreign currencgurslation.

Revenue from Asia-Pacific operations increased $0ldon or 4% to $9.8 million, from $9.4 milliomithe
prior year period due primarily to $0.9 millionfiavorable foreign currency translation, partialffset by the
unfavorable $0.4 million combined effect of changeprice and mix and a decrease in volume of &tllon.

Gross profit and gross profit margins — Second Qter

Table 5 sets forth gross profit and gross profitgires for our products and services for the seapratters of
2008 and 2007:

Table 5
Quarter Ended June 30,
2008 2007
Gross % Gross %
Profit Revenue Profit Revenue
(dollars in thousands)
Systems $ 2,00( 1786 $ 2,72¢ 21.5%
Materials 9,91¢ 61.1 9,001 60.2
Services 1,401 15.7 1,752 19.¢
Total $13,32( 36.2% $13,47¢ 37.(%

The consolidated gross profit margin in the seaqpumatter of 2008 was down to 36.3% of revenue frgn0%
of revenue for the 2007 quarter. On a consolidatesils, gross profit for the second quarter of 20@&eased by
$0.2 million to $13.3 million from $13.5 million ithe second quarter of 2007, primarily as a resfutbwer large-
frame systems sales, which resulted in absorpfi@verhead over fewer units, a higher than normeidience of
used equipment sales, and a change in systemsueew@r toward small-frame systems and 3-D PrinfEng used
equipment, small-frame systems and 3-D Printergigdly generate lower gross profit margins than regreframe
systems. We believe the higher than normal incideriaised equipment sales in the quarter accotioteth
approximate 200 basis points reduction in our guirgross profit margin. These declines were plytoffset by
higher materials revenue, which carries the highesds profit margin of any of our classes of paidwr services.
Gross profit was also negatively impacted by higharranty costs ($0.3 million), duplicate supplairhcosts
related to our efforts to discontinue the outsmgaf our domestic logistics activities and to oalte them to our
facility in Rock Hill ($0.1 million), and by the sts associated with the planned build-up of ourlask® Desktop
Modeler finished goods inventory in anticipationcoimmercial shipments of this new system once wddly
satisfied with it ($0.4 million). The increase iast of sales also included $1.6 million of unfavadeaforeign
currency exchange effects related to the declinkearl).S. dollar relative to other currencies. Mafsthis currency
effect relates to materials that we purchase adymme outside the United States. We have begungaiéaps to
mitigate this foreign exchange exposure. Thesesstegude transferring production of certain ofsbenaterials th:
are sold in U.S. dollars to the United States andenclosely managing the hedging of our currengoskure to
items that we acquire or produce in other currendiée believe that the combined impact of the itemestioned
above, including the adverse impact from highezsaF used equipment, negatively affected our goosfit margin
by approximately 5 percentage points in the secadter after offsetting the favorable effect affgn currency
translation on revenue for the quarter.

The combined effect of the lower systems saledidrithan normal incidence of used equipment sales,
unfavorable foreign exchange rate effects, highamranty costs, duplicate supply chain costs, ardagh®
inventory costs impaired our progress toward img@wur gross profit margins. We are working onitaddal
gross profit improvement objectives, which includeurning domestic third-party logistics activitieshouse and
improving the quality of certain warranty partsttttard parties supply to us. However, we
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anticipate that our planned build-up of V-Fl&imventory and subsequent shipments will adversalyaict gross
profit margins by $0.5 million to $1.0 million pguarter for the near term.

Systems gross profit for the second quarter of 28eased by $0.7 million or 27% to $2.0 millitom
$2.7 million for the 2007 quarter, and gross proférgins for systems decreased by 4 percentagéspoiti7.4% of
revenue from 21.5% of revenue in the 2007 quaptrémarily due to many of the reasons discussed @bov

Materials gross profit for the second quarter d@bhcreased by $0.9 million or 10% to $9.9 milliGrom
$9.0 million for the 2007 quarter, and gross proférgins for materials increased to 61.1% of reeenom 60.3%
of revenue in the 2007 quarter.

Gross profit for services for the second quarte2@fi8 decreased by $0.4 million or 20% to $1.4iamllfrom
$1.8 million for the 2007 quarter, and gross proférgins for services decreased by 4 percentagespoi 15.7% of
revenue from 19.8% of revenue in the 2007 quarftee.decline in gross profit margin was primarilyedo higher
warranty costs.

Gross profit and gross profit margins — Six Months

Table 6 sets forth gross profit and gross profitgires for our products and services for the firstrsonths of
2008 and 2007:

Table 6
Six Months Ended June 30
2008 2007
Gross % Gross %
Profit Revenue Profit Revenue
(dollars in thousands)
Systems $ 3,391 17.5% $ 7,731 29.%%
Materials 19,56¢ 62.€ 18,49: 61.C
Services 3,78¢ 21.1 3,16( 18.4
Total $26,74¢ 39.1% $29,38: 40.(%

The consolidated gross profit margin for the fgist months of 2008 decreased to 39.1% of reverara #0.0%
of revenue for the same period of 2007. On a cafesteld basis, gross profit for the first six montfi2008
decreased by $2.6 million to $26.7 million, from®$2 million in the same period of 2007, primarily @result of
lower large-frame systems sales, which resultebsorption of overhead over fewer units, partiaffget by higher
materials revenue, which carries the highest goosfit margin of any of our classes of productservices. Gross
profit was also negatively impacted by certain $yppain and third-party logistics inefficiencieghich resulted in
higher cost of goods sold and additional freighdrgles, and by higher warranty costs. The changesnhof sales
also included $2.8 million of unfavorable foreiguriency exchange effects related to the declineer).S. dollar
relative to other currencies. Most of this currepéigct relates to materials that we purchase adyxre outside the
United States.

Systems gross profit for the first six months o02@ecreased by $4.3 million or 56% to $3.4 millivom
$7.7 million for the same period in 2007, and gnosdit margins for systems decreased by 12 peagenpoints to
17.5% of revenue from 29.9% of revenue in the 20€7od. The decline in gross profit was primarilyedo the
decline in volume, which resulted in the absorptibfixed costs over fewer units.

Materials gross profit for the first six months2f08 increased by $1.1 million or 6% to $19.6 mollifrom
$18.5 million for the 2007 period, and gross proférgins for materials increased by 2 percentageapto 62.8%
of revenue from 61.0% of revenue in the 2007 period

Gross profit for services for the first six montfs2008 increased by $0.6 million or 20% to $3.8ion, from
$3.2 million for the same period in 2007, and gnessit margins for services increased by 3 pe@gaipoints to
21.1% of revenue from 18.4% of revenue in the 2887Tod. The improved gross profit was due to
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the combined effect of a decline in fixed costamsged with our decision to cease servicing cetagacy product
and the favorable effect of foreign currency tratish on service revenue, partially offset by higlvarranty costs.

Operating expenses

As shown in Table 7, total operating expenses @set by $2.3 million or 12% to $16.1 million in thecond
quarter of 2008, from $18.4 million in the secondder of 2007. This decrease was due to $2.3amilh lower
SG&A expenses, partially offset by a minor incremseesearch & development (“R&D”) expenses.

Table 7
Quarter Ended June 30,
2008 2007
% %
Amount Revenue Amount Revenue
(dollars in thousands)
Selling, general and administrati $12,55¢ 34.2% $14,87: 40.8%
Research and developmt 3,57¢ 9.8 3,52¢ 9.7
Total $16,13: 44.(% $18,40( 50.5%

As shown in Table 8, total operating expenses dsec: by $3.6 million or 10% to $32.8 million in thest six
months of 2008, from $36.4 million in the same pemf 2007. This decrease was primarily due to $illion in
lower SG&A expenses, partially offset by $0.6 roifliof increased R&D expenses, both of which areudised

below.
Table 8
Six Months Ended June 30,
2008 2007
% %
Amount Revenue Amount Revenue
(dollars in thousands)

Selling, general and administrati $25,61¢ 37.8% $29,76¢ 40.6%
Research and developmt 7,17¢ 10.5 6,61°F 9.C

Total $32,79: 47.9% $36,37¢ 49.€%

Selling, general and administrative expenses

SG&A expenses declined $2.3 million to $12.6 miilio the second quarter of 2008, compared to $i®n
in the second quarter of 2007, related to:

+ $1.1 million of lower contract labor and consultansts;
« $0.9 million in lower accounting and legal fees; i
+ $0.3 million decline in stoc-based compensation exper

SG&A expenses would have declined even furtheoiffar a $0.6 million unfavorable impact relatedlie
decline in the U.S. dollar exchange rate relativether currencies.

SG&A expenses declined $4.1 million to $25.6 milli@r the first six months of 2008, compared to
$29.8 million for the same period of 2007, related

 $2.3 million of lower contract labor and consultapsts;
» $1.8 million decline in severance and st-based compensation expense;
* $1.2 million in lower accounting and legal fe
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Partially offsetting the decline was:

+ $0.6 million of expenses associated with the preslypdisclosed first quarter Audit Committee invgation
of anonymous claims of wrongdoing by certain mersloémanagement; ar

» $0.3 million increase in bad debt exper

SG&A expenses for the six months would have dedlieen further if not for a $1.1 million unfavorabl
impact related to the decline in the U.S. dollacteange rate relative to other currencies.

The reduction in SG&A expenses is a continuingdrétowever, we are not satisfied with the sloweanth
expected progress in carrying out SG&A cost redusti As a result, we have decided to undertakeiaddi cost
reduction programs, including curtailment of certplanned discretionary expenses for the balane®@8. We
believe SG&A expenses are beginning to approacbra mormalized run rate, and we expect SG&A expefe
the second half of 2008 to fall in the range of $@Hion to $26 million.

Research and development expenses

R&D expenses increased 1% to $3.6 million in theoed quarter of 2008, from $3.5 million in the sado
quarter of 2007. R&D expenses increased by 8% 1 @ifllion in the first six months of 2008, from $amillion in
the same period of 2007. R&D costs in 2008 includests associated with the V-Fl&&besktop Modeler and ott
new product development activities.

We plan to continue to work on selected new prodeeelopments, and we expect to incur approximately
$7 million to $8 million of R&D expenses in the sad half of 2008.

Operating income (loss)

As discussed above, declines in SG&A expenses igihehmaterials revenue in the second quarter iastdsfx
months of 2008 were among the factors that cortetbto the improvement in operating results congémehe
2007 periods.

The following table sets forth the operating incoondoss by geographic area for the second quanteffirst
six months of 2008 and 2007:

Table 9

Quarter Ended June 30, Six Months Ended June 30
2008 2007 2008 2007
(In thousands)

Income (loss) from operation

United State: $(3,6872) $(3,265) $(8,40¢) $(7,527)
Germany 55¢ 22% 824 437
Other Europ 421 222 1,07¢ 48¢
Asia Pacific (186 462 85¢ 79€
Subtotal (2,88¢) (2,35¢) (5,645 (5,80))
Inter-segment eliminatio 75 (2,569 (409 (1,196
Total $(2,817) $(4,92]) $(6,04¢) $(6,997)

With respect to the United States, in 2008 and 200G changes in the operating loss reflecteddheesfactors
that affected our consolidated operating loss dised above. As most of our operations outside tBe &fe
conducted through sales and marketing subsidiahies;hanges in operating income (loss) in our atpmrs outside
the U.S. resulted primarily from changes in trangfécing and in foreign currency translation.

Interest and other expense, net

Interest and other expense, net for the secondeguar2008 declined to $0.2 million from $0.6 riwh in the
2007 second quarter. For the six month periodraésteand other expense, net declined to $0.3 millio
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in 2008 from $1.2 million in 2007. The declinesuksd from interest income generated by higher tedances and
lower interest expense due to the absence in 20B8nk borrowings as well as the absence of oucépwertible

subordinated debentures which were converted iotar@on Stock in July 2007.

Provision for income taxes

We recorded a provision for (benefit of) incomeesof $0.3 million and $0.7 million, respectively the
quarter and six months ended June 30, 2008, conhpa®(0.2) million and $0.2 million for the quarnd six
months ended June 30, 2007. Our provision for irectames primarily reflects tax expense associafddimcome

taxes in foreign jurisdictions.

Net loss

The net loss for the quarter ended June 30, 206ighdd to $3.3 million ($0.15 per share), from & loss of
$5.3 million ($0.27 per share) in the 2007 secamakigr. The net loss for the six months ended 30n2008
declined to $7.0 million ($0.31 per share), fromed loss of $8.4 million ($0.44 per share) for $ihemonths ended
June 30, 2007. The reduction in the net loss i @aciod resulted from the factors discussed abdfeeting

operating losses, interest and other expensendehaome taxes.

Financial Condition and Liquidity

During the first six months of 2008, our primarystes of liquidity were cash on hand and cash flmm
financing activities, and our uses of cash wereofmrating and investing activities. While we da oarrently
anticipate a need for bank borrowings given ourantrcash position, we intend to consider obtaiimgw credit
facility as conditions in the credit markets and parformance improve and as we become able totiatgo
acceptable terms for such a facility. Se@dsh flow” and “ Outstanding debt and capitalized lease obligations

below.

Working capital

Our net working capital decreased by $7.3 millioi$83.6 million at June 30, 2008, from $40.9 miiliat
December 31, 2007. Table 10 provides a summaiyeofiét changes in working capital items betweesetheo

dates.

Table 10

Working capital at December 31, 20
Changes in current asse
Cash and cash equivalel
Accounts receivable, net of allowanc
Inventories, net of reserv:
Prepaid expenses and other current a:
Deferred income tax ass¢

Total current asse

Changes in current liabilitie
Current portion of lon-term debt
Current portion of capitalized lease obligati
Accounts payabl
Accrued liabilities
Customer deposi
Deferred revenu
Total current liabilities
Net change in working capit

Working capital at June 30, 20
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Increase

(Decrease)

(In thousands’

$  40,90¢

(10,58()
(2,612)
6,04
(781)
(107)
(8,036)

(120)
7

(212)
(2,070)
2,08¢
(419)
(71¢)

(7,316
s 3358
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Our unrestricted cash and cash equivalents declipngd1.0.6 million to $19.1 million, from $29.7 mdh at
December 31, 2007. This decrease resulted fromriBlién of cash used in operating activities irtilg the
$5.3 million purchase of Tangible Express’ equiptrierihe first quarter, $3.5 million of cash usednvesting
activities, partially offset by $0.9 million of daprovided by financing activities and a favorable4 million effect
of exchange rate changes on cash. Seash Flow’ below

Accounts receivable, net of allowances, decreagek®t6 million to $28.5 million at June 30, 2008)rh
$31.1 million at December 31, 2007. This declineeffective of the respective quarterly revenueleccounts
receivable declined despite an increase of dayss sautstanding to 70 days at June 30, 2008 fromha§4 at
December 31, 2007. Accounts receivable more thaite98 past due increased to 11% of gross recewable
June 30, 2008 from 6% of gross receivables at Dbee3il, 2007.

Components of inventories at June 30, 2008 and ieer31, 2007 were as follows:

Table 11
2008 2007
(In thousands)

Raw materials $133 $ 83¢
Inventory held by assemble — 197
Work in proces: 11€ 12¢€
Finished goods and pal 27,30¢ 21,18¢
Total cosi 28,75’ 22,345
Less: reserve (2,672) (2,306

Inventories, ne $26,08  $20,04!

Inventories increased by $6.0 million to $26.1 millat June 30, 2008, from $20.0 million at Decengie
2007. This increase in inventory resulted from siermm materials and systems inventory purchasssab
undertook to support future revenue. Specificalg, inventory increase was driven by $3.7 milliépporchases in
the 2008 second quarter of direct metals systerisP8inters including V-Flask Desktop Modelers, and certain
key components to support future production of Brilters. Additionally, as discussed in Note 3@ €ondensed
Consolidated Financial Statements, our purchasguipment from Tangible Express accounted for sigroof the
increase in inventory. We maintained $2.7 millidnnwventory reserves at June 30, 2008 and $2.3amithf such
reserves at December 31, 2007. Due to the sbortinventory investments, we have not made pesgi@wvards ot
previously-stated inventory reduction goals. Basedur current go-torarket strategy, we still expect inventorie
decline to between $20 million and $22 million he tnd of 2008.

In connection with our outsourcing activities wihr third-party assemblers, we sell to them comptsom
time to time of our raw materials inventory relatedgystems that they assemble. We record those sabur
financial statements as a product financing arrarege under SFAS No. 49, “Accounting for Productdficing
Arrangements.Continuing a trend of reducing such balances, vié i@ SFAS No. 49 inventory sold to assemhb
at June 30, 2008, compared to $0.2 million of dnehntory at December 31, 2007, and we had a quorekng
accrued liability representing our non-contractlaigation to repurchase assembled systems antbigfied parts
produced from such inventory.

With the outsourcing of substantially all of ouruggment assembly and refurbishment activities ntlagority of
our inventory now consists of finished goods, idahg primarily systems, materials and service pagour third-
party assemblers have taken over supply-chain ns#pitity for the assembly and refurbishment ofteyss. As a
result, we generally no longer hold in inventorysinparts for systems production or refurbishmemtadiculating
inventory reserves, we direct our attention to sgearts that we hold in inventory and that we ekfebe used over
the expected life cycles of the related systemsentory related to the blending of our enginderaterials and
composites and to our ability to sell items that @corded in finished goods inventory, a largeiporf which are
new systems.
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The components of prepaid expenses and other ¢@seats at June 30, 2008 and December 31, 20@7aser

follows:
Table 12
2008 2007
(In thousands)

Value added tax‘VAT") and sales tax refun $1,34: $ 67C
Progress payments to assemb 16¢ 86¢
Nor-trade receivable 472 1,07¢
Other 1,664 1,813

Total $3,64¢  $4,42¢

Our prepaid expenses and other current assetsagedrdy $0.8 million to $3.6 million at June 30020from
$4.4 million at December 31, 2007, which includefila8 million reduction in non-trade receivables @nogress
payments. The non-trade receivables shown in TEhl¢he inventory held by assemblers shown in Tableand a
related accrued liability in an amount that cormesys to the book value of inventory held by assenstihcluded in
accrued liabilities on our Condensed ConsolidateldiBce Sheets relate to the accounting for ounauting
arrangements pursuant to SFAS No. 49. The non-tedsvables shown in Table 12 declined by $0.@ianifrom
December 31, 2007 to $0.5 million at June 30, 2808 result of a reduction in semi-finished systantsparts that
our third-party assemblers purchased from us toptet® the assembly of systems for which we hadeusived
payment from them at period end. VAT and salesé¢funds increased by $0.7 million to $1.3 millianJane 30,
2008.

Accounts payable declined by $0.2 million to $2®iflion at June 30, 2008, from $20.7 million at
December 31, 2007. The decline was primarily dugidber payables that corresponded to higher reventhe
quarter ended December 31, 2007.

Customer deposits increased by $2.1 million as eferced the revenue in the first six months of 26€8ted tc
certain deposits made during the period.

Deferred revenue decreased by $0.4 million to $iilBon at June 30, 2008, from $11.7 million at
December 31, 2007, primarily due to a net decrgms®intenance contracts, installation, training amrranty
revenue in the first six months of 2008.

The changes in the first six months of 2008 thatmase the other components of working capitaldistusse:
above arose in the ordinary course of businessserbemponents of working capital include $10.2iorillof
accrued liabilities, $0.2 million in current indtaknts of capitalized lease obligations, $1.2 willof restricted cash
and $3.5 million in assets held for sale relateduoGrand Junction facility.

As discussed elsewhere in this Form 10-Q, we cltsedrand Junction facility late in April 2006 and
subsequently listed it for sale, with $3.5 milliohnet assets related to that facility recordeonCondensed
Consolidated Balance Sheets as assets held foatdat¢h June 30, 2008 and December 31, 2007. Atshyne 30,
2008 and December 31, 2007, we have a currenlityabi $3.2 million and $3.3 million, respectivelgonsisting of
the outstanding principal amount of the industlievelopment revenue bonds that financed this facilVe continu
to actively market this facility. See Notes 3 anih 8he Condensed Consolidated Financial Statements

Differences between the amounts of working cajtiéah changes in the cash flow statement and thaiate®f
balance sheet changes for those items are printaglyesult of foreign currency translation adjusstits.
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Cash flow

Table 13 summarizes the cash provided by or usegenating activities, investing activities anddfiiting
activities, as well as the effect of changes ieifgm currency exchange rates on cash, for thesfixsnhonths of 2008

and 2007.
Table 13
2008 2007
(In thousands)

Cash used in operating activiti $ (8,38)) $(7,597)
Cash used in investing activiti (3,479 (979)
Cash provided by financing activiti 881 23,007
Effect of exchange rate changes on ¢ 394 40€
Net increase (decrease) in cash and cash equis $(10,58() $14,84:

Cash flow from operations

For the six months ended June 30, 2008, we usddndiion of net cash for operating activities. Shise of
cash consisted of our $7.0 million net loss and $aillion of cash consumed by net changes in opgratccounts,
partially offset by $4.4 million of non-cash iteimgluded in our net loss.

Changes in operating accounts that resulted ireafisash included the following:

« Anincrease in inventories of $7.6 millic

« A decrease in accrued liabilities of $2.7 milli@md

» A decrease in accounts payable of $1.6 mill

Changes in operating accounts that resulted inece®f cash included the following:
A decrease in net receivables of $4.4 million;

« Anincrease in customer deposits of $2.0 milli

For the six months ended June 30, 2007, we usé&ddiflion of net cash for operating activities. $hise of
cash consisted of an $8.4 million net loss and $4lBon of cash consumed by net changes in opsgatcounts,
partially offset by $5.6 million of non-cash itefimeluded in the net loss.

Changes in operating accounts that resulted ireafisash included the following:

» A decrease in accounts payable of $9.6 mill

+ A decrease in customer deposits of $5.0 milliorat

» A decrease in accrued liabilities of $1.4 millit

Changes in operating accounts that resulted inece®f cash included the following:
» A decrease in receivables of $8.6 millit

« A decrease in prepaid expenses and other curreetsasf $1.6 million; an

« Anincrease in deferred revenue of $1.0 milli

Cash flow from investing activities

Net cash used in investing activities in the faigstmonths of 2008 increased to $3.5 million from@million
for the first six months of 2007. This increase \wemarily due to our higher level of 2008 capigapenditures.
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Cash flow from financing activities

Net cash provided by financing activities decrease®0.9 million for the six months ended June ZM8
compared to $23.0 million for the six months endede 30, 2007. This decrease resulted primarily fitee absenc
in the 2008 period of $20.6 million of proceedsatetl to the private placement of common stock e 2007.

Outstanding debt and capitalized lease obligations

At June 30, 2008, industrial development revenuelb@nd capitalized lease obligations decreased to
$12.0 million from $12.2 million at December 31,020 due to scheduled payments of principal on atstanding
industrial development revenue bonds and capitadénstallments.

Our outstanding industrial development revenue b@rdl capitalized lease obligations at June 308 200
December 31, 2007 were as follows:

Table 14
2008 2007
(In thousands)
Debt:
Industrial development revenue bor $ 3,208 $ 3,32¢
Capitalized lease obligation
Current portion of capitalized lease obligatis $ 18 §$ 181
Long-term portion of capitalized lease obligatic 8,561 8,66:
Total $ 8,75 $ 8,84«
Total current portiol $ 3,39:  $ 3,50¢
Total lon¢-term portion 8,561 8,66:
Total debt $11,96( $12,16¢

Capitalized lease obligations

Our outstanding capitalized lease obligations eclattwo lease agreements that we entered intogl2006
with respect to our Rock Hill, South Carolina fégil one of which covers the facility itself andetbther of which
covers certain furniture and fixtures that we acephifor use in the facility. The carrying valuetbé headquarters
facility and the furniture and fixture leases atd®0, 2008 and December 31, 2007 was $8.4 milizh
$8.8 million, respectively.

Industrial development revenue bonds

Our Grand Junction, Colorado facility was finantgdndustrial development revenue bonds in theiaig
aggregate principal amount of $4.9 million. At JB&@ 2008 and December 31, 2007, the outstandingipal
amount of these bonds was $3.2 million and $3.8anijlrespectively. Interest on the bonds accrueswariable
rate of interest and is payable monthly. The irgierate at June 30, 2008 and December 31, 200765%0 and
3.52%, respectively. Principal payments are dusemi-annual installments through August 2016. Wtassified
this indebtedness to current indebtedness in 20@6ticipation of the sale of the Grand Junctiailitg. We have
made all scheduled payments of principal and istese these bonds. The bonds are collateralizedrogng other
things, a first mortgage on the facility, a seguiitterest in certain equipment and an irrevocédtter of credit
issued by Wells Fargo Bank, N.A. pursuant to thenseof a reimbursement agreement between us anld Baego.
We are required to pay an annual letter of cresitdqual to 1% of the stated amount of the lefteremlit.

This letter of credit is in turn collateralized $%.2 million of restricted cash that Wells Fargddspwhich we
reclassified as a short-term asset during 200@ticipation of the sale of the Grand Junction
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facility. Wells Fargo has a security interest iatthestricted cash as partial security for theqreréince of our
obligations under the reimbursement agreement. &e the right, which we have not exercised, to thulbs a
standby letter of credit issued by a bank acceptbWells Fargo as collateral in place of the ihdld by Wells
Fargo.

The reimbursement agreement, as amended, conitameial covenants that require, among other thitigs
we maintain a minimum tangible net worth (as defimethe reimbursement agreement) of $23 milliars@0% of
net income from July 1, 2001 forward and a fix@dwrge coverage ratio (as defined in the reimbues¢mgreemen
of no less than 1.25 to 1.00. We are required toahestrate our compliance with these financial caves as of the
end of each calendar quarter. On May 7 and JulR3Q28, the bank waived our non-compliance withaierof the
financial covenants set forth in this facility filve periods ended March 31, 2008 and June 30, 2688ectively,
each in consideration for a $32 non-refundable erdiee.

Financial instruments

We conduct business in various countries using thaHunctional currencies of those countries aheém
currencies to effect cross border transactionsa Aesult, we are subject to the risk that fluctuaiin foreign
exchange rates between the dates that those tt@nsa&re entered into and their respective sedigrdates will
result in a foreign exchange gain or loss. Whewtjwable, we endeavor to match assets and liasliti the same
currency on our balance sheet and those of ouidialies in order to reduce these risks. We aldtemwappropriate
enter into foreign currency contracts to hedge sxpes arising from these transactions. We havecdapted hedge
accounting under SFAS No. 133, “Accounting for Datives and Hedging Activities,” as amended by
SFAS No. 137 and SFAS No. 138, and we recognizgadtis and losses (realized or unrealized) in @bsales in
our Consolidated Statements of Operations.

The dollar equivalent of our foreign currency cants and their related fair values as of June G083 z2nd
December 31, 2007 were as follows:

Table 15
Foreign Currency
Purchase Contracts
2008 2007
(In thousands)
Notional amoun $1,23¢  $2,90¢
Fair value 1,267 2,891
Net unrealized gain (los $ 28 $ (19

At June 30, 2008 and December 31, 2007, the ndtaonaunt of these contracts at their respectivileseént
dates amounted to $1.2 million and $2.9 milliospectively. The 2008 and 2007 contracts relatedanly to
purchases of inventory from third parties. The oxwil amount of the purchase contracts aggregatdd XCBmillion
and CHF 3.3 million, respectively.

The net fair value of all foreign exchange consatJune 30, 2008 and December 31, 2007 reflecwinal
unrealized gains and losses. The foreign currennyracts outstanding at June 30, 2008 expiredraguatimes
between July 9, 2008 and July 30, 2008. The foreigrency contracts outstanding at December 317 28@ired a
various times between January 3, 2008 and Febgrg008.

Changes in the fair value of derivatives are reedrid cost of sales in our Consolidated Statemants
Operations. Depending on their fair value at thet @fnthe reporting period, derivatives are recordigder in prepai
expenses and other current assets or in accruglitiés in our Consolidated Balance Sheets.

The total impact of foreign currency items on tren@ensed Consolidated Statements of Operatioriedor
guarter and six months ended June 30, 2008 wens ¢Jasses) of $(0.3) million and $0.4 million, pestively,
compared to nominal gains or losses for the quartdrsix months ended June 30, 2007.
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Stockholder’ equity

Stockholders’ equity decreased by $3.5 million10% 3 million at June 30, 2008, from $104.8 millan
December 31, 2007. This decrease was comprisdw@7.0 million net loss for the first six montH<2608,
partially offset by:

* $1.1 million of net proceeds from stock option exses during the first six months of 20(

+ $0.9 million of stock compensation expense recordesfockholders’ equity in accordance with
SFAS No. 123(R) during the first six months of 2088d

+ $1.6 million of foreign currency translation adjugnts included in accumulated other comprehensive
income.

Recent Accounting Pronouncements

See Note 14 to the Condensed Consolidated Finabzitd ments for a discussion of recent accounting
pronouncements.

Critical Accounting Policies and Significant Estimades

For a discussion of our critical accounting pokcénd estimates, refer to “Management’s Discusainzh
Analysis of Financial Condition and Results of Ggems-Critical Accounting Policies and Estimatesbur
Annual Report on Form 10-K for the year ended Ddwemn31, 2007.

Forward-Looking Statements

Certain statements made in this Quarterly Repofa@m 10-Q that are not statements of historicalusrent
facts are forward-looking statements within the nieg of the Private Securities Litigation ReformtA¢ 1995.
Forward-looking statements may involve known ankinarvn risks, uncertainties and other factors thay cause
our actual results, performance or achievemenite tmaterially different from historical resultsfoom any future
results expressed or implied by such forward-loglstatements.

In addition to statements that explicitly descrsipeh risks and uncertainties, readers are urgedrsider
statements in future or conditional tenses oriti@dtide terms such as “believes,” “belief,” “expgttintends,”
“anticipates” or “plans” to be uncertain and forddooking. Forward-looking statements may includenments as
to our beliefs and expectations as to future evantstrends affecting our business. Forward-lookiagements are
based upon management’s current expectations aongduture events and trends and are necessahjg& to
uncertainties, many of which are outside of ourtanThe factors stated under the heading “Caatiprstatements
and Risk Factors” set forth below and those desdrib our other SEC reports, including our FornKlfbr the yea
ended December 31, 2007, as well as other factousd cause actual results to differ materiallyrirthose reflecte
or predicted in forward-looking statements.

Any forward-looking statements are based on managémbeliefs and assumptions, using information
currently available to us. We assume no obligatéod, do not intend, to update these forward-lookiagements.

If one or more of these or other risks or uncett@nmaterialize, or if our underlying assumptipngve to be
incorrect, actual results may vary materially frirose reflected in or suggested by forwkroking statements. Ar
forward-looking statement you read in this Quayt&éport on Form 10-Q reflects our current viewthwespect to
future events and is subject to these and othles, iscertainties and assumptions relating to perations, results
of operations, growth strategy and liquidity. Allssequent written and oral forward-looking statetmattributable
to us or individuals acting on our behalf are exphe qualified in their entirety by this paragrapiou should
specifically consider the factors identified orae&d to in this Form 10-Q and our other SEC repantluding our
Annual Report on Form 10-K for the year ended Ddmem31, 2007, which would cause actual resultsfferdrom
those referred to in forward-looking statements.
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Cautionary Statements and Risk Factor:

We recognize that we are subject to a number k$ asd uncertainties that may affect our futuréquerance.
The risks and uncertainties described below ar¢h@obnly risks and uncertainties that we face.if\althl risks anc
uncertainties not currently known to us or thatouerently deem not to be material also may impairtiusiness
operations. If any of the following risks actuatlgcur, our business, results of operations andhéilad condition
could suffer. In that event the trading price of @@mmon Stock could decline, and you may losergfiart of your
investment in our Common Stock. The risks discugsgow also include forwartboking statements, and our act
results may differ substantially from those diseasi these forward-looking statements.

These risks include and relate to:

our access to financing and other sources of dapithour ability to generate cash flow from opiera;

the potential impairment of certain intangible assehich could adversely impact our future earsiagd
stock price as well as our ability to obtain finaryg

the potential that we may have to restate our firstatements

our stock may be delisted if we fail to file ourrioelic filings required to be filed with the SEC artimely
basis;

any failure, inadequacy, interruption, or seculdyse in the enterprise resource systems or thtetkl
technology that we rely on could adversely affeatability to effectively operate our busine

the continuing risk in transitioning our inventananagement and distribution functions from ourdtgarty
service provider

the impact of material weaknesses in our interoatrol over financial reporting, which negativelgpacts
our ability to report our results of operations dimdncial condition accurately and in a timely man

our ability to successfully centralize and tramsitto a new shared service center for most admetiise
functions for all of our European subsidiari

changes in enerr-related expense

the effect new pronouncements by accounting autéstinay have on operational, financial and repgrti
aspects of our Compan

our success in entering new market places and rng@aind integrating new business

the impact of the mix of products on our gross iprofirgin, which could cause fluctuations in out imeome
or loss;

our potential involvement in product liability chas and litigation

competitive factors

our ability to develop and commercialize successéu products

our dependence upon a single or limited numbeuppkers for components and -assemblies
our dependence upon our suppliers gener

factors beyond our control that cause fluctuationsur operating result:

the costs from our business outside the U.S. nargase or our revenue from such operations magdser
which could have a significant impact on our over@sults of operations and financial conditi
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« political and economic events and the uncertairgynfthem may have a material adverse effect on our
market opportunities

+ laws that inhibit takeover:
* variations in our operating results from quartequarter;
« the low daily trading volume of our Common Stocklahe volatility of our stock price

« dilution of ownership and negative impact on thekataprice of our common stock due to the exerofsaur
outstanding stock option

« our ability to issue preferred stock; a
 our debt level

For a more detailed discussion of such risks amétainties, see “ltem 1A. Risk Factois”our Annual Repo
on Form 10-K for the year ended December 31, 20@#le risk factors noted in our other SEC filings.

Except as required by the federal securities lavesyndertake no obligation to publicly update aise any
forward-looking statement, whether as a resultesf imformation, future events or otherwise.

Iltem 3. Quantitative and Qualitative Disclosures About MagkRisk.

For a discussion of market risks at December 3Q7 2fefer to Iltem 7A, “Quantitative and Qualitative
Disclosures about Market Risk,” in our Annual Repor Form 10-K for the year ended December 31, 2DQiring
the first six months of 2008, there were no matetianges or developments that would materiallgralie market
risk assessment performed as of December 31, 200&pt as discussed in the Liquidity and Capitadrece
section under Financial Instruments.

Iltem 4. Controls and Procedures.
Evaluation of disclosure controls and procedures

As of June 30, 2008, we carried out an evaluatioder the supervision and with the participatioowf
management, including our Chief Executive Officed £hief Financial Officer, of the effectivenesiud design
and operation of our disclosure controls and procesi(as defined in Rules 13a-15(e) and 15d-15(teo
Securities Exchange Act of 1934, as amended (tkeH&nge Act”)) pursuant to Rules 13a-15 and 15d+ider the
Exchange Act. These controls and procedures argrasbto provide assurance that information reguicebe
disclosed in the reports that we file or submitemithe Exchange Act is recorded, processed, surnetband
reported within the time periods specified in tH&CS rules and forms and that such information is exdated anc
communicated to management, including our Chieftbiee Officer and Chief Financial Officer, in a nreer that
is intended to allow timely decisions regardinguieed disclosures.

As a result of this evaluation and recognizingrtteterial weaknesses that we identified in our AhReport
on Form 10-K for the year ended December 31, 28@7etermined that our disclosure controls andgmores
remained ineffective as of June 30, 2008. In maktingdetermination, we took into account the reialeaittions
that we are taking, have taken and have disclosédrespect to these material weaknesses and tief, lwehich is
discussed below, that, subject to the testing @ffifiectiveness of our remedial actions as of Déez1, 2008, we
have substantially completed the remediation o$¢hmaterial weaknesses. Notwithstanding our effdrése is a
risk that we ultimately may be unable to achievedbal of fully remedying these material weaknessebsthat the
corrective actions that we have implemented andnapéementing may not fully remedy the material Weesses
that we have identified and disclosed or preventlar or other control deficiencies or material kmeasses from
having an adverse impact on our business and sesfuitperations or our ability to timely make regdi SEC filings
in the future.
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In any case, based on a number of factors, inajudur performance of manual procedures to provéde@nc
of the proper collection, evaluation and disclosufrthe information included in our consolidatedincial
statements, management has concluded that thelictatted financial statements included in this QeidytReport
on Form 10-Q fairly present, in all material redgeour financial position, results of operationsl @ash flow for
the periods presented in conformity with GAAP analttthey are free of material errors.

Internal control over financial reporting

Our management is responsible for establishingnaaidtaining adequate internal control over finahcia
reporting, as such term is defined in Rules 134&)}H5(d 15d-15(f) under the Exchange Act. Interrmaitool over
financial reporting is a process designed undestipervision of our principal executive and primtifinancial
officers to provide reasonable assurance regattimgeliability of financial reporting and the pegption of
financial statements for external purposes in ataoce with GAAP.

Under the supervision and with the participatiomof management, including our Chief Executive €ffiand
Chief Financial Officer, we conducted an evaluatibthe effectiveness of our internal control ofirancial
reporting as of June 30, 2008 based on the crigstablished in Internal Control — Integrated Fravoik issued by
the Committee of Sponsoring Organizations of theativay Commission (“COSQ”).

As a result of the material weaknesses describedriinnual Report on Form 10-K for the year ended
December 31, 2007, our management concluded tltlame 30, 2008 we did not maintain effectiveiinal
control over financial reporting based on the cid@stablished in Internal Control-Integrated Fearark issued by
COSO.

After having identified those material weaknessesannection with the preparation of our finansi@tements
for the period ended December 31, 2007, we have Wweeking to identify and remedy the causes ofgtablems
that led to the existence of those material weadessand we believe that:

« we have identified the primary causes of and appatgpremedial actions for these proble:

* we have, except as otherwise noted below and dubj#éite completion of testing that we are condwgrtind
plan to complete as of December 31, 2008, remeglibdtantially all of these material weaknesses;

e we are continuing to implement additional appragrizorrective measures to enable us to determate th
those material weaknesses have been fully reme

With respect to testing, we have adopted, and pdrsuring the first six months of 2008, a prograat is
designed to evaluate whether the remedial actiankave taken have been in effect for a sufficienigal of time to
determine their effectiveness as well as to teseffectiveness of those remedial actions. Notwatiding our
efforts, there is a risk that we ultimately mayusable to achieve the goal of fully remedying thesgerial
weaknesses and that the corrective actions thatwe implemented and are continuing to implement nua fully
remedy the material weaknesses that we have igehtf prevent similar or other control deficiersctr material
weaknesses from having an adverse impact on oimdsgsand results of operations or our abilityirreety make
required SEC filings in the future.

The remedial actions that we implemented durinditisequarter of 2008 to remedy these materialkmeases
included the following:

1. With respect to a lack of oversight and revidwur inventory costing system, we:

» Transitioned away from spreadsheet-based look-ngsalculations and set-up enterprise resource
planning “ERF") system reports to retrieve and validate data faoua inventory account:

» Set up reports and schedules in our ERP systeim teserve amounts into in order to better assure
accurate information and reportir

» Added an additional level of review for manual céddions; anc
» Activated ERP system functionality to eliminateta@r manual processe
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2. With respect to the ineffective design and ofi@naof controls for certain inventory shipmentglan
recognition of the related revenue, we:

» Worked with the third-party service provider thag wtilize for outsourcing logistics and warehousirfig

our spare-parts inventory and certain of our fiatslgoods supply activities to provide more timaig a
accurate information; ar

» Implemented specific period-end cut-off testingtsure that revenue and expenses are being recorded
in proper periods

Subject to testing, we believe that no additioeahedial actions were necessary in the second quéir2©08.

There were no material changes in our internalroboter financial reporting during the period cose by this

Quarterly Report on Form 10-Q that have materiaffgcted, or are reasonably likely to materiallfeaf, our
internal control over financial reporting.

34




Table of Contents

PART Il — OTHER INFORMATION

Item 1. Legal Proceedings

On March 14, 2008, DSM Desotech Inc. filed a conmpln an action titted DSM Desotech Inc. v. 3D &yns
Corporation in the United States District Court fioee Northern District of lllinois (Eastern Divigipasserting that
we engage in anticompetitive behavior with respecesins used in large-frame stereolithographyhimas. The
complaint further asserts that we are infringing 8f DSM Desotech’s patents relating to stereotitphy
machines. We understand that DSM Desotech estirttadetamages associated with its claims to bedessxof
$40 million. On or about June 6, 2008, we filed ation to dismiss the non-patent causes of actiom.al§o filed an
answer to the patent-related claims and assertémligadefenses and counterclaims. We intend taroasto
vigorously contest all of the claims asserted bywI3esotech.

We are also involved in various other legal matiec&glental to our business. Our management bedieafter
consulting with counsel, that the disposition afgt other legal matters will not have a materiigogfon our
consolidated results of operations or consolidfitexhcial position.

Iltem 1A. Risk Factors.

There have been no material changes from theaigkifs as previously disclosed in our Annual Report
Form 10-K for the year ended December 31, 2007.
Item 4. Submission of Matters to a Vote of Security Hold¢

On May 20, 2008, we held our annual meeting ofldtoltlers. At the annual meeting, our stockholders:

(i) elected the whole Board of Directors to serméiluhe next annual meeting and until their susoes are
duly elected and qualified; and

(ii) ratified the selection of BDO Seidman, LLP@# independent registered public accounting fiom f
the year ending December 31, 2008.

A total of 20,559,255 shares of Common Stock weesgnt in person or by proxy at the annual meeting,
representing 20,559,255 votes, or approximately 82%e voting power of the Company entitled toevat the
annual meeting.

The votes cast on the matters that were brougbtréd¢fie annual meeting, including broker non-vethsre
applicable, were as set forth below:

Number of Votes

In Favor Withheld
Nominees for Election to Board of Directo
William E. Curran 20,526,14 33,11«
Charles W. Hul 20,526,222 33,03:
Miriam V. Gold 20,466,51 92,74+
Jim D. Kever 19,813,98  745,27:
G. Walter Loewenbaum, 20,232,05 327,19¢
Kevin S. Moore 19,868,83. 690,42:
Abraham N. Reichent: 20,514,94 44,31:
Daniel S. Van Ripe 19,815,54 743,71
Broker

For Against Abstentions Non-Votes

Ratification of BDO Seidman, LLP as IndependentiRteged
Public Accounting Firn 20,541,99 14,89¢ 2,36t -0-
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Iltem 6. Exhibits.

The following exhibits are included as part of thilig and incorporated herein by this reference:
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Certificate of Incorporation of Registrant. (Incorpted by reference to Exhibit 3.1 to Form 8-Bditmn
August 16, 1993, and the amendment thereto, filetForm ¢-B/A on February 4, 1994

Amendment to Certificate of Incorporation filed blay 23, 1995. (Incorporated by reference to Ext8h#tto
Registrar’s Registration Statement Form $-2/A, filed on May 25, 1995.

Certificate of Designation of Rights, Preferenced Brivileges of Preferred Stock. (Incorporateddfgrence
to Exhibit 2 to Registra’s Registration Statement Form ¢-A filed on January 8, 199€

Certificate of Designation of the Series B Con\®etiPreferred Stock, filed with the Secretary @tSof
Delaware on May 2, 2003. (Incorporated by referandexhibit 3.1 to Registrant’s Current Report on
Form &K, filed on May 7, 2003.

Certificate of Elimination of Series A Preferredb&k filed with the Secretary of State of Delawarne o
March 4, 2004. (Incorporated reference to ExhitBt& Registrant’s Annual Report on Form 10-K foe t
year ended December 31, 2003, filed on March 1642

Certificate of Amendment of Certificate of Incorption filed with Secretary of State of Delawarehday 19,
2004. (Incorporated by reference to Exhibit 3.1hef Registrant’s Quarterly Report on Form 10-Qtlfier
quarterly period ended June 30, 2004, filed on Auguy2004.

Certificate of Amendment of Certificate of Incorption filed with Secretary of State of DelawareMay 17,
2005. (Incorporated by reference to Exhibit 3.1hef Registrant’s Quarterly Report on Form 10-Qtlfiar
quarterly period ended June 30, 2005, filed on Atigy2005.

Certificate of Elimination of Series B Preferread&k filed with the Secretary of State of DelawaneJane 9,
2006. (Incorporated reference to Exhibit 3.1 of Begnt's Current Report on Form 8-K, filed on J&e
2006.)

Amended and Restated By-Laws. (Incorporated byeafee to Exhibit 3.2 of Registrant’s Current Repmort
Form &K filed on December 1, 200€

Certification of Principal Executive Officer filgoursuant to Section 302 of the Sarbanes-Oxley A2062
dated August 5, 20C

Certification of Principal Financial Officer filegursuant to Section 302 of the Sarbanes-Oxley A2002
dated August 5, 20C

Certification of Principal Executive Officer filgoursuant to 18 U.S.C. Section 1350, as adoptedignt$o
Section 906 of the Sarbal-Oxley Act of 2002 dated August 5, 20

Certification of Principal Financial Officer filegursuant to 18 U.S.C. Section 1350, as adoptedignts$o
Section 906 of the Sarbal-Oxley Act of 2002 dated August 5, 20
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SIGNATURE

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causisdréiport tc
be signed on its behalf by the undersigned theceduly authorized.

3D SrsTEMS CORPORATION

By /sl DamMON J. CREGOIRE

Damon J. Gregoire
Vice President and Chief Financial Officer
(Principal Financial Officer)
(Duly Authorized Officer)

Date: August 5, 2008
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Exhibit 31.1

Certification of
Principal Executive Officer of
3D Systems Corporation

I, Abraham N. Reichental, certify that:
1. I have reviewed this report on Form 10-Q of 3Bt8ms Corporation;

2. Based on my knowledge, this report does notaiominy untrue statement of a material fact or donttate a
material fact necessary to make the statements,rimaliight of the circumstances under which sueteshents were
made, not misleading with respect to the perioccoad by this report;

3. Based on my knowledge, the financial statememis,other financial information included in théport,
fairly present in all material respects the finahcondition, results of operations and cash fléwhe registrant as
of, and for, the periods presented in this report;

4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure
controls and procedures (as defined in ExchangdrAitgs 13a-15(e) and 15d-15(e)) and internal cobotrer
financial reporting (as defined in Exchange Actédul3a-15(f) and 15d-15(f)) for the registrant hade:

(a) Designed such disclosure controls and procsgdorecaused such disclosure controls and procsdare
be designed under our supervision, to ensure thtgnal information relating to the registrant,lirding its
consolidated subsidiaries, is made known to ustbgre within those entities, particularly during theriod in
which this report is being prepared;

(b) Designed such internal control over financégarting, or caused such internal control overrfaial
reporting to be designed under our supervisioprtwide reasonable assurance regarding the rétijabil
financial reporting and the preparation of finahstatements for external purposes in accordantegeinerall
accepted accounting principles;

(c) Evaluated the effectiveness of the registragiisslosure controls and procedures and presentesi
report our conclusions about the effectiveness@fdisclosure controls and procedures, as of tHegthe
period covered by this report based on such evahjand

(d) Disclosed in this report any change in thegsegnt's internal control over financial reportitiat
occurred during the registrant’s most recent fisgalrter (the registrant’s fourth fiscal quartethe case of an
annual report) that has materially affected, ae@sonably likely to materially affect, the regastt’s internal
control over financial reporting; and

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatimternal
control over financial reporting, to the registrarguditors and the audit committee of the regigtsaboard of
directors (or persons performing the equivalentfiams):

(&) All significant deficiencies and material weakses in the design or operation of internal cbotrer
financial reporting which are reasonably likelyatdversely affect the registrant’s ability to recggutbcess,
summarize and report financial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a
significant role in the registrant’s internal canitover financial reporting.

Date: August 5, 2008

By: /sl ABRAHAM N. REICHENTAL

Abraham N. Reichental
Title: President and Chief Executive Offic
(Principal Executive Officer




Exhibit 31.2

Certification of
Principal Financial Officer of
3D Systems Corporation

I, Damon J. Gregoire, certify that:
1. I have reviewed this report on Form 10-Q of 3Bt8ms Corporation;

2. Based on my knowledge, this report does notaiominy untrue statement of a material fact or donttate a
material fact necessary to make the statements,rimaliight of the circumstances under which sueteshents were
made, not misleading with respect to the perioccoad by this report;

3. Based on my knowledge, the financial statememis,other financial information included in théport,
fairly present in all material respects the finahcondition, results of operations and cash fléwhe registrant as
of, and for, the periods presented in this report;

4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure
controls and procedures (as defined in ExchangdrAitgs 13a-15(e) and 15d-15(e)) and internal cobotrer
financial reporting (as defined in Exchange Actédul3a-15(f) and 15d-15(f)) for the registrant hade:

(a) Designed such disclosure controls and procsgdorecaused such disclosure controls and procsdare
be designed under our supervision, to ensure thtgnal information relating to the registrant,lirding its
consolidated subsidiaries, is made known to ustbgre within those entities, particularly during theriod in
which this report is being prepared;

(b) Designed such internal control over financégarting, or caused such internal control overrfaial
reporting to be designed under our supervisioprtwide reasonable assurance regarding the rétjabil
financial reporting and the preparation of finahstatements for external purposes in accordantegeinerall
accepted accounting principles;

(c) Evaluated the effectiveness of the registragiisslosure controls and procedures and presentesi
report our conclusions about the effectiveness@fdisclosure controls and procedures, as of tHegthe
period covered by this report based on such evahjand

(d) Disclosed in this report any change in thegsegnt's internal control over financial reportitiat
occurred during the registrant’s most recent fisgalrter (the registrant’s fourth fiscal quartethe case of an
annual report) that has materially affected, ae@sonably likely to materially affect, the regastt’s internal
control over financial reporting; and

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatimternal
control over financial reporting, to the registrarguditors and the audit committee of the regigtsaboard of
directors (or persons performing the equivalentfiams):

(&) All significant deficiencies and material weakses in the design or operation of internal cbotrer
financial reporting which are reasonably likelyatdversely affect the registrant’s ability to recggutbcess,
summarize and report financial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a
significant role in the registrant’s internal canitover financial reporting.

Date: August 5, 2008

By: /s/ DAMON J. CREGOIRE

Damon J. Gregoire
Title:  Vice President and Chief Financial Offic
(Principal Financial Officer)




Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

This certification is provided pursuant to Sect8f6 of the Sarbanes-Oxley Act of 2002 and acconegathie
Quarterly Report on Form 10-Q (the “Form 10-Q") foe quarter ended June 30, 2008 of 3D Systemso€atipn
(the “Issuer”).

I, Abraham N. Reichental, the Principal Executivii@r of the Issuer, certify that, pursuant tols.C.
§ 1350, as adopted pursuant to § 906 of the Sasb@rkey Act of 2002, to the best of my knowledge:

(i) the Form 10-Q fully complies with the requirente of Section 13(a) or Section 15(d) of the Seiasi
Exchange Act of 1934; and

(i) the information contained in the Form 10-QrRaipresents, in all material respects, the finahci
condition and results of operations of the Issuer.

Date: August 5, 2008

/s/ ABRAHAM N. REICHENTAL
Name: Abraham N. Reichental

A signed original of this written statement reqdit®y Section 906 has been provided to 3D Systemgdtation an
will be retained by 3D Systems Corporation andilrad to the Securities and Exchange Commissidts staff
upon reques



Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

This certification is provided pursuant to Sect8f6 of the Sarbanes-Oxley Act of 2002 and acconegathie
Quarterly Report on Form 10-Q (the “Form 10-Q") foe quarter ended June 30, 2008 of 3D Systemso€atipn
(the “Issuer”).

I, Damon J. Gregoire, the Principal Financial Gifiof the Issuer, certify that, pursuant to 18 0.8 1350, as
adopted pursuant to 8 906 of the Sarbanes-Oxlep®2002, to the best of my knowledge:

(i) the Form 10-Q fully complies with the requirente of Section 13(a) or Section 15(d) of the Seiasi
Exchange Act of 1934; and

(i) the information contained in the Form 10-QrRaipresents, in all material respects, the finahci
condition and results of operations of the Issuer.

Date: August 5, 2008

/s/ DamoN J. GREGOIRE
Name: Damon J. Gregoire

A signed original of this written statement reqdit®y Section 906 has been provided to 3D Systemgdtation an
will be retained by 3D Systems Corporation andilrad to the Securities and Exchange Commissidts staff
upon reques



