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PART | — FINANCIAL INFORMATION
Iltem 1. Financial Statements.

3D SYSTEMS CORPORATION
CONDENSED CONSOLIDATED BALANCE SHEETS

(unaudited)
September 3C December 31
(in thousands, except par valt 2008 2007
ASSETS
Current asset:
Cash and cash equivalel $ 18,11¢  $ 29,68¢
Accounts receivable, net of allowance for doubdfctounts of $1,936 (2008) and $2,072
(2007) 24,18 31,11¢
Inventories, net of reserves of $2,323 (2008) &h8CKH (2007 23,91/ 20,04:
Prepaid expenses and other current a: 2,10¢ 4,42¢
Deferred income tax asst 664 692
Restricted cas 1,20C 1,20(
Assets held for sal 3,454 3,454
Total current asse 73,63: 90,62
Property and equipment, r 24,89 21,33:
Goodwill 47,63t 47,68
Other intangible assets, r 4,05t 5,17(
Other assets, n 2,46¢€ 2,581
$ 152,67¢ $ 167,38!
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Industrial development boni $ 3,08 $ 3,32¢
Current portion of capitalized lease obligatit 192 181
Accounts payabl 16,43¢ 20,71z
Accrued liabilities 10,05¢ 12,24¢
Customer deposit 1,58¢ 1,53
Deferred revenu 10,08 11,71:
Total current liabilities 41,44¢ 49,71
Long-term portion of capitalized lease obligatic 8,511 8,66:
Other liabilities 4,17¢ 4,23¢
Total liabilities 54,13¢ 62,61¢
Commitments and contingenci — —
Stockholder' equity:
Preferred stock, authorized 5,000 shares; nonedk — —
Common stock, $0.001 par value, authorized 60,0@0es; 22,424 (2008) and 22,224
(2007) shares issut 22 22
Additional paic-in capital 175,88 173,64!
Treasury stock, at cost; 58 shares (2008) and &@st{2007 (11¢) (111)
Accumulated defici (80,40¢6) (72,409
Accumulated other comprehensive inca 3,15¢ 3,61¢
Total stockholder equity 98,54 104,76¢
$ 152,67¢ $ 167,38!

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

(unaudited)
Quarter Ended Sept. 30, Nine Months Ended Sept. 3(
(in thousands, except per share amou 2008 2007 2008 2007
Revenue
Products $ 26,55¢ $ 29,14: $ 77,03 $ 85,29:
Services 9,01¢ 9,08¢ 26,98 26,29¢
Total revenue 35,57; 38,22¢ 104,02( 111,58¢
Cost of sales
Products 15,17- 15,52: 42,69¢ 45,45(
Services 6,61F 6,76¢ 20,79( 20,81¢
Total cost of sale 21,78¢ 22,29( 63,48¢ 66,26¢
Gross profit 13,78¢ 15,93¢ 40,53 45,32(
Operating expense
Selling, general and administrati 10,41 11,88: 36,03: 41,64
Research and developmt 3,91¢ 3,62 11,09: 10,23¢
Total operating expens 14,33( 15,50¢ 47,124 51,88t
Operating income (lost (542 432 (6,590 (6,565)
Interest and other expense (income), 87 (14€) 357 1,09¢
Income (loss) before income tax (629) 57¢ (6,947 (7,664
Provision for income taxe 36C 24¢ 1,05¢€ 42¢
Net income (loss $ (989 % 33C $ (8,009 $ (8,097)
Net income (loss) per sha— basic $ (0.0 $ 0.0z $ (0.3) $ (0.40)

Net income (loss) per she— diluted

&

0.0) $ 001 $ (0.3 $ (0.40)

See accompanying notes to condensed consolidatettial statements.
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3D SYSTEMS CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOW

(unaudited)
Nine Months Ended Sept. 30,
(in thousands 2008 2007
Cash flow used in operating activitie
Net loss $ (8,009 % (8,097
Adjustments to reconcile net loss to net cash usegerating activities
Provision for (benefit of) deferred income ta: 29 (48)
Depreciation and amortizatic 4,95 5,44¢
Provision for bad debt 74E 30¢
Stocl-based compensatic 1,144 2,247
Changes in operating accour
Accounts receivabl 5,29: 7,117
Inventories (6,765 3,23¢
Prepaid expenses and other current a: 2,16( 1,97¢
Accounts payabl (3,647 (9,089
Accrued liabilities (2,320 (2,279
Customer deposit 60 (3,386
Deferred revenu (1,510 95
Other operating assets and liabilit (71) 73
Net cash used in operating activit (7,926) (1,399
Cash flows used in investing activitie
Purchases of property and equipm (4,032) (96€)
Additions to license and patent co (352) (521)
Software development cos — (502)
Net cash used in investing activiti (4,384 (1,989
Cash flows provided by financing activitie
Bank borrowings (repayment — (8,200
Net proceeds from issuance of common s — 20,407
Stock options and restricted stock proce 1,091 2,791
Repayment of lor-term debi (37€) (336
Net cash provided by financing activiti 71E 14,66
Effect of exchange rate changes on ¢ 25 (139
Net increase (decrease) in cash and cash equis (11,570 11,141
Cash and cash equivalents at the beginning oféheq 29,68¢ 14,33
Cash and cash equivalents at the end of the p $ 18,11¢ $ 25,47:
Supplemental Cash Flow Information:
Interest payment $ 71z $ 1,01¢
Income tax paymen 637 1,14¢
Non-cash items
Cumulative effect of adoption of accounting for artainty of income taxe — 1,20¢
Conversion of 6% convertible subordinated debest — 15,35¢
Transfer of equipment from inventory to propertyl @guipment, net ( 4,89¢ 1,26¢
Transfer of equipment to inventory from propertyl @guipment, net (t 1,597 612

(@) Systems included in inventory are transferred fromentory to property and equipment at cost whenGbmpany require
additional systems for training, demonstrationtari-term rentals

(b) In general, a system is transferred from prtypand equipment, net into inventory at its retlbvalue when the Company
has identified a potential sale for a used sys@m.system is removed from inventory upon recognitf the sale

See accompanying notes to condensed consolidaiucfal statement
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3D SYSTEMS CORPORATION
CONDENSED CONSOLIDATED STATEMENT OF STOCKHOLDERS' E QUITY

(unaudited)
Common Stock Treasury Stock
Par Additional Other Total
Value Paid-in Accumulated Comprehensive Stockholder¢

(in thousands, except par val. ~ Shares $0.001 Capital Shares Amount Deficit Income Equity
Balance at December 31, 20C 22,22¢ $ 22 $ 173,64 50 $ (111) $ (72,409 $ 3,61 % 104,76¢
Exercise of stock optior 161 —(a) 1,08: — — — — 1,08:
Issuance (repurchase) of

restricted stocl 39 —(@) 15 8 (@) — — 8
Stock compensation exper — — 1,14« — — — — 1,14¢
Net loss — — — — — (8,007) — (8,007
Foreign currency translation

adjustmen — — — — — — (460) (460)
Balance at September 30, 20l 22,42¢ $ 22 $ 175,88° 58 $ (118 3 (80,400 $ 3,15¢ $ 98,54

(@) Amounts not shown due to roundir

See accompanying notes to condensed consolidaizucial statements.
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3D SYSTEMS CORPORATION
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATMENTS
(Unaudited)
(amounts in thousands, except per share data)

(1) Basis of Presentation

The accompanying condensed consolidated finanttdraents include the accounts of 3D Systems Catiporand its
subsidiaries (collectively, the “Company”). All sigicant intercompany transactions and balanceg lh@en eliminated in
consolidation. The condensed consolidated finasté&ements have been prepared in accordance anidragly accepted
accounting principles in the United States of Amm&i*GAAP”) and the rules and regulations of the8#&ies and Exchange
Commission (“SEC"ppplicable to interim reports. Accordingly, theymat include all of the information and notes regdiby
GAAP for complete financial statements and sho@ddad in conjunction with the audited financiatsments included in the
Company’s Annual Report on Form 10-K (“Form 10-Kg) the year ended December 31, 2007.

In the opinion of management, the unaudited fir@mstatements contain all adjustments, consistiraglustments of a
normal recurring nature, necessary to presenyftig financial position, results of operationsd @ash flow for the periods
presented. The results of operations for the quartd nine months ended September 30, 2008 areecessarily indicative of
the results to be expected for the full year.

The preparation of financial statements in accocdamith GAAP requires management to make estinstdsassumptior
that affect the amounts reported in the finandatlesnents. Actual results may differ from thosénestes and assumptions.

Certain prior period amounts have been reclassifiesbnform to their current year presentation.
(2) Inventories

Components of inventories, net at September 308 2060 December 31, 2007 were as follows:

(in thousands 2008 2007
Raw materials $ 1,61z $ 83t
Inventory held by assemble — 197
Work in proces: 25 12¢€
Finished goods and pal 24,59¢ 21,18¢
Total cosl 26,231 22,341
Less: reserve (2,329 (2,306
Inventories, ne $ 23,91 $ 20,04

(3) Property and Equipment
Property and equipment at September 30, 2008 andrbteer 31, 2007 were as follows:

Useful Life
(in thousands, except yea 2008 2007 (in years)
Building $ 8,56¢€ $ 8,56¢€ 25
Machinery and equipme 31,34 26,46¢ 35
Capitalized softwar— ERP 3,10¢ 3,071 5
Office furniture and equipme 3,51¢ 3,492 5
Leasehold improvemen 7,99¢ 7,73C Life of Lease
Rental equipmer 1,13¢ 72€ 5
Construction in progres 264 511 N/A
Total property and equipme 55,937 50,57:
Less: Accumulated depreciation and amortiza (31,046 (29,240)
Total property and equipment, r $ 2489 $§ 21,33
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3D SYSTEMS CORPORATION
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATMENTS
(Unaudited)
(amounts in thousands, except per share data)

On February 28, 2008, the Company purchased ceartpiipment from its former customer, Tangible Espré.LC. Of
the $5,300 of equipment and materials purchase@p®3vas included in property and equipment at&epéer 30, 2008 and t
balance was primarily sold to customers.

Depreciation and software amortization expensdhferquarter and nine months ended September 36,286 $1,303 ar
$3,486, respectively, compared to $1,099 and $3di5the quarter and nine months ended Septemh&C8T. For the quarter
and nine months ended September 30, 2008, the Gymeeognized software amortization expense forastalized
enterprise resource planning (“ERP”) system of $416@ $487, respectively, compared to $160 and $&¥3#he quarter and
nine months ended September 30, 2007.

The Company holds approximately $3,454 of asséditexkto its Grand Junction facility, net of accuated depreciation,
as assets held for sale, comprised primarily dd$3,0f building and improvements, net of accumdatepreciation, and $436

of land. These assets are classified as Assetddreddle on the Condensed Consolidated BalancetShe September 30, 2008
and December 31, 2007. See Note 6.

(4) Intangible Assets
Intangible assets other than goodwill at SepterBbe2008 and December 31, 2007 were as follows:

September 30, 200!

Gross
Carrying Accumulated
(in thousands Amount Amortization Net
Licenses $ 587t % (4967 $ 90¢
Patent cost 16,18( (13,319 2,86¢
Other intangible asse 8,96¢ (8,687%) 281
Total $ 31,02 $ (26,968 $ 4,05¢
December 31, 200
Gross
Carrying Accumulated
(in thousands Amount Amortization Net
Licenses $ 587t % 459%) % 1,28(
Patent cost 15,90¢ (13,17¢) 2,732
Other intangible asse 8,96¢ (7,810 1,15¢
Total $ 30,75 $ (2558) $ 5,17(C

For the nine months ended September 30, 2008 a0id & Company capitalized $352 and $521, respdgtiof costs
incurred to acquire, develop and extend patentisarUnited States and various other countries.

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

Quarter Ended Sept. 30. Nine Months Ended Sept. 3(

(in thousands 2008 2007 2008 2007

Amortization expense

Licenses $ 124 $ 124 $ 372 $ 372
Patent cost 64 36¢ 21¢ 91t
Acquired technology cos — 19C — 94¢
Other intangible asse 33¢ 20 877 61
Total $ 527 $ 702 $ 1,467 $ 2,29¢
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3D SYSTEMS CORPORATION
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATMENTS
(Unaudited)
(amounts in thousands, except per share data)

(5) Accrued and Other Liabilities

Accrued liabilities at September 30, 2008 and Ddmam31, 2007 were as follows:

(in thousands 2008 2007

Compensation and benef $ 3,43¢ $ 4,91¢
Vendor accrual 3,36( 2,84¢
Accrued professional fet 97¢ 1,287
Accrued taxe: 1,152 1,381
Royalties payabl 32C 64E
Non-contractual obligation to repurchase inventory tisicdissembler — 197
Accrued interes 63 74
Accrued othe 751 90C

$ 10,05¢ $ 12,24¢

Other liabilities at September 30, 2008 and Decer8he2007 were as follows:

(in thousands 2008 2007

Defined benefit pension obligatic $ 2,36¢ $ 2,361

Other lon¢-term liabilities 1,807 1,871
$ 4,17¢ $ 4,23¢

(6) Borrowings

The Company’s debt at September 30, 2008 and Dezedih 2007 was $3,085 and $3,325, respectively represented
industrial development revenue bonds related tdattsand Junction facility. See Note 3. The interag at September 30, 2008
and December 31, 2007 was 8.15% and 3.52%, regplyctDue to disruptions in global credit markék® interest rate at
September 30, 2008 was abnormally high and haggqubstly returned to a more normal level. On Majuty 31, and
October 27, 2008, the bank waived the Company’sawnpliance with certain of the financial covenasgsforth in this
facility for the periods ended March 31, June 3@ September 30, 2008, respectively, each in cersidn for a $32 non-
refundable waiver fee.

The Company ceased operations at its Grand Jurfeiidity at the end of April 2006. The facility @irrently listed for
sale or lease. Upon sale of the Grand Junctiotitiache Company expects to pay off the industdevelopment revenue
bonds. Following cessation of operations at then@dunction facility, the Company reclassified thbsnds from long-term
debt to current liabilities. Once the Company’sgédtions under these bonds have been satisfied;ah@gany expects the
$1.2 million of cash restricted as part of the istdial development revenue bond agreements tolbased to the Company.

Such restricted cash is held on deposit as pasialrity for the Company’s obligations under théusstrial development
revenue bonds discussed above, and therefore @vaiable to the Company for general use.
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3D SYSTEMS CORPORATION
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATMENTS
(Unaudited)
(amounts in thousands, except per share data)

(7) Hedging Activities and Financial Instruments

The Company conducts business in various counigeg) both the functional currencies of those coestand other
currencies to effect cross border transactionsa £esult, the Company is subject to the risk thettfiations in foreign exchan
rates between the dates that those transactiomnhtmed into and their respective settlement dailésesult in a foreign
exchange gain or loss. When practicable, the Copnpadeavors to match assets and liabilities irsttmee currency on its
balance sheet and those of its subsidiaries irr dodeduce these risks. The Company also, wheonisiders it appropriate,
enters into foreign currency contracts to hedgesupes arising from these transactions. The Compasyot adopted hedge
accounting under Statement of Financial Accoun8tandards (“SFAS”) No. 133, “Accounting for Derivats and Hedging
Activities,” as amended by SFAS No. 137 and SFAS 188, and all gains and losses (realized or uizex)l are recognized in
cost of sales in the Condensed Consolidated StatsroéOperations.

At September 30, 2008 and December 31, 2007, tteegeacts included contracts for the purchase okcwies other than
the U.S. dollar. The dollar equivalent of the fgrecurrency contracts and the related fair valsesf &eptember 30, 2008 and
December 31, 2007 were as follows:

Foreign Currency
Purchase Contracts

(in thousands 2008 2007

Notional amoun $ 1,074 $ 2,90t

Fair value 1,041 2,891
Net unrealized los $ 33 $ (14)

The foreign currency contracts outstanding at Sepées 30, 2008 expire at various times between @¢tah, 2008 and
November 19, 2008. The foreign currency contraatstanding at December 31, 2007 expired at vatiouss betwee!
January 3, 2008 and February 13, 2008.

Changes in the fair value of derivatives are reedrith cost of sales in the Condensed Consolidatser8ents of
Operations. Depending on their fair value at the @fnthe reporting period, derivatives are recorelither in prepaid expenses
and other current assets or in accrued liabiltieshe Condensed Consolidated Balance Sheets.

The total impact of foreign currency items on tren@ensed Consolidated Statements of Operatioriedayuarter and
nine months ended September 30, 2008 were gassedp of $(249) and $191, respectively, compareaites of $18 and $31
for the quarter and nine months ended Septembe&(B(T,.
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3D SYSTEMS CORPORATION
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATMENTS
(Unaudited)
(amounts in thousands, except per share data)

(8) Stock-based Compensation Plans
The Company records stock-based compensation exjesslling, general and administrative expenseké Condensed

Consolidated Statements of Operations. Stock-bameghensation expense for the quarters and ninehs@nided
September 30, 2008 and 2007 was as follows:

Quarter Ended Sept. 30, Nine Months Ended Sept. 3(

(in thousands 2008 2007 2008 2007
Options $ — $ 12¢ $ — $ 671
Restricted stock awart 28¢ 45¢ 1,144 1,57¢
Total stocl-based compensation expel $ 28¢ $ 587 $ 1,144 $ 2,241

The expense for the nine-month period ended Semedth 2007 included $497 of stock-based compensatipense
primarily related to the acceleration of expenstwéspect to restricted stock awards relatedeaséparation from service of
the Company'’s former Chief Financial Officer in tiirst quarter of 2007.

The number of shares of restricted common stocleand the weighted average fair value per shaiegithe quarters
and nine months ended September 30, 2008 and 2&/as follows:

Quarter Ended September 30

2008 2007
Weighted Weighted
Shares Average Shares Average
(in thousands, except per share amou Awarded Fair Value Awarded Fair Value
Restricted stoc 7 $ 9.5t 55 $ 21.02
Nine Months Ended September 3C
2008 2007
Weighted Weighted
Shares Average Shares Average
(in thousands, except per share amou Awarded Fair Value Awarded Fair Value
Restricted stoc 39 $ 10.4¢ 70 $ 21.0C

In the nine months ended September 30, 2008, thgp@oy granted stock awards covering 24 sharesrofrmm stock
pursuant to the Company’s 2004 Restricted Stock flaNon-Employee Directors. The Company alsoesistestricted stock
awards covering 7 and 15 shares of common stoc&rtain employees during the quarter and nine nsoeriled September !
2008, respectively, pursuant to the Company’s 286éntive Stock Plan.
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3D SYSTEMS CORPORATION
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATMENTS
(Unaudited)
(amounts in thousands, except per share data)

(9) Earnings (Loss) Per Share

The Company presents basic and diluted earnings)(fzer share (“EPS3mounts. Basic EPS is calculated by dividing
income (loss) available to common stockholdershiepnteighted average number of common shares odistaduring the
applicable period. Diluted EPS is calculated byidihg net income (loss) by the weighted average bemof common and
common equivalent shares outstanding during thécaiybe period. The following table reconciles lzasieighted average
outstanding shares to diluted weighted average¢andisg shares for the quarters and nine monthsce8dptember 30, 2008
and 2007:

Quarter Ended Sept. 30, Nine Months Ended Sept. 3(

(in thousands, except per share amou 2008 2007 2008 2007
Numerator:
Net income (loss $ 989 $ 33C $ (8,00) % (8,097
Denominator
Denominator for basic EPS — weighted average shares

outstanding 22,36¢ 21,83¢ 22,34¢ 20,11t
Add: Effect of dilutive securitie

Stock options and other equity compensa — 661 — —
Denominator for dilutive EP 22,36¢ 22,49¢ 22,34¢ 20,11°¢
Earnings (loss) per shai

Basic $ 0.0 $ 0.0z $ (0.3 $ (0.40)

Diluted $ (0.0 % 0.01 $ (0.3 % (0.40)

No dilutive securities were included in the dilutedighted average shares outstanding for periotdsmveit losses, because
the effect of their inclusion would have been dtiliitive; that is, they would have reduced theloss per share.

(10) Income Taxes

The Company used effective tax rates of (57.2%)(&B2%) for the quarter and nine months endededaper 30, 2008,
respectively, compared to 42.9% and (5.6%) form@rter and nine months ended September 30, 2@37exXpense relates
primarily to income from foreign operations.

Tax years 2004 to 2007 remain subject to examindtjothe U.S. Internal Revenue Service. ShouldCthimpany utilize
any of its U.S. loss carryforwards, which date frb@97, these would be subject to examination. Toka@any files income tax
returns (which are open to examination beginnindhéyear shown in parentheses) in France (20G&Hmény (2000), Japan
(2003), Italy (2003), Switzerland (2003) and thatekh Kingdom (2005).

10
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3D SYSTEMS CORPORATION
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATMENTS
(Unaudited)
(amounts in thousands, except per share data)

(11) Segment Information

The Company operates in one reportable businessesgdn which it develops, manufactures and manketddwide 3-D
modeling, rapid prototyping and manufacturing sysalesigned to reduce the time it takes to prothree-dimensional
objects. The Company conducts its business thropghations in the United States, sales and seofft®s in the European
Community (France, Germany, the United Kingdom kaly) and the Asia-Pacific region (Japan and Hi&ogg), and a
research and production facility in Switzerlandv&sue from unaffiliated customers attributed tor@amy includes sales by t
Company’s German unit to customers in countriesrotiftan Germany. The Company has historically déssd summarized
financial information for the geographic areas pé@tions as if they were segments in accordanteSHAS No. 131,
“Disclosures about Segments of an Enterprise amat&kInformation.”

Such summarized financial information concernirg @mpany’s geographical operations is shown iridhewing
tables:

Quarter Ended Sept. 30. Nine Months Ended Sept. 3(

(in thousands 2008 2007 2008 2007
Revenue from unaffiliated custome
United State: $ 14,10¢ $ 16,04 $ 42,19¢ $ 48,95(
Germany 8,62¢ 8,163 23,14: 23,07
Other Europ 7,42( 7,201 23,50( 23,35¢
Asia Pacific 5,42 6,827 15,17¢ 16,21(
Total $ 35,571 $ 38,22¢ $ 104,02 $ 111,58¢

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

Quarter Ended Sept. 30, Nine Months Ended Sept. 3(

(in thousands 2008 2007 2008 2007
Systems and other produ $  10,24¢ $  14,54¢ $ 29,57 $  40,40¢
Materials 16,31 14,59: 47,46 44,88
Services 9,01¢ 9,08¢ 26,98 26,29/
Total $ 35,577 $ 38,22¢ $ 104,02( $ 111,58t
Intercompany sales were as follows:
Quarter Ended September 30, 2008
Intercompany sales tc
United Other Asia
(in thousands States Germany Europe Pacific Total
United State: $ = $ 5,144 $ 3,35¢ $ 4,187 $ 12,68
Germany 32C — 1,107 — 1,42
Other Europs 2,22¢ 38 — — 2,26¢€
Asia Pacific — — — — —
Total $ 2,54¢ $ 5,182 $ 4,46: $ 4,187 $ 16,38(
Quarter Ended September 30, 200
Intercompany sales to
United Other Asia
(in thousands States Germany Europe Pacific Total
United State: $ = $ 7,552 $ 2,25( $ 254 $ 10,05¢
Germany — — 1,264 — 1,26¢
Other Europg 1,241 14t — — 1,38¢
Asia Pacific — — — — —
Total $ 1,241 $ 7,69 $ 3,514 $ 254 $ 12,70¢
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3D SYSTEMS CORPORATION

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEENTS

(Unaudited)

(amounts in thousands, except per share data)

Nine Months Ended September 30, 20C

Intercompany sales to

United Other Asia
(in thousands States Germany Europe Pacific Total
United State: $ — $ 14,87¢ $ 9,49¢ $ 10,82( $ 35,19¢
Germany 782 — 4,84¢ — 5,631
Other Europs 5,06¢ 91 — — 5,16(
Asia Pacific — — — — —
Total $ 5,851 $ 14,96¢ $ 14,34, $ 10,82( $ 45,98
Nine Months Ended September 30, 20C
Intercompany sales tc
United Other Asia
(in thousands States Germany Europe Pacific Total
United State: $ — $ 15,52¢ $ 7,421 $ 8,36: $ 31,311
Germany 36 — 3,701 a0 3,83t
Other Europs 4,55k 204 — — 4,75¢
Asia Pacific — — — —
Total $ 4,591 $ 15,73: $ 11,12¢ $ 8,45 $ 39,90:

All revenue between geographic areas is recordpdaas that provide for an allocation of profiigs) between entities.

Income (loss) from operations and assets for eaogrgphic area were as follows:

Quarter Ended Sept. 30.

Nine Months Ended Sept. 3(

(in thousands 2008 2007 2008 2007
Income (loss) from operation
United State: $ (1,979 % 1,337 $ (10,380 $ (5,48))
Germany (68) 204 75€ 577
Other Europe 294 184 1,372 59t
Asia Pacific 1,37¢ 171 2,23t 40E
Subtotal (369) 1,89¢ (6,019 (3,909
Inter-segment eliminatio (173) (1,469 (57¢€) (2,667
Total $ (542) % 432 $ (6,590 ¢ (6,56%)
September 3C December 31
(in thousands 2008 2007
Assets:
United State: $ 72,63¢ $ 86,33¢
Germany 25,98¢ 29,96(
Other Europe 63,30 64,84(
Asia Pacific 20,63¢ 16,60:
Subtotal 182,56¢ 197,74:
Inter-company eliminatiol (29,890) (30,356)
Total $ 152,67¢ $ 167,38!
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3D SYSTEMS CORPORATION
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATMENTS
(Unaudited)
(amounts in thousands, except per share data)

(12) Commitments and Contingencies

On March 14, 2008, DSM Desotech Inc. filed a conmplan an action titted DSM Desotech Inc. v. 3D &yss
Corporation in the United States District Court floe Northern District of lllinois (Eastern Divisipasserting that the Compe
engages in anticompetitive behavior with respecésins used in largieame stereolithography machines. The complairthéu
asserts that the Company is infringing two of DSkkBtech’s patents relating to stereolithographyhinas. The Company
understands that DSM Desotech estimates the daraagesiated with its claims to be in excess of @@, On or about June
2008, the Company filed a motion to dismiss the-patent causes of action. The Company also filedramwer to the patent-
related claims and asserted various defenses amderolaims. The Company intends to vigorously esnall of the claims
asserted by DSM Desotech.

The Company is also involved in various other legatters incidental to its business. The Compamdaagement
believes, after consulting with counsel, that tfepdsition of these other legal matters will notda material effect on the
Company’s consolidated results of operations osoldated financial position.

(13) Fair Value Measurements

In September 2006, the Financial Accounting Stasel&oard (“FASB”) issued SFAS No. 157, “Fair Value
Measurements.” SFAS No. 157 introduces a framevi@mrkneasuring fair value and expands required d&oke about fair
value measurements of assets and liabilities. iRan€ial assets and liabilities, SFAS No. 157 fective for fiscal years
beginning after November 15, 2007. The Company tdbiihve standard for those assets and liabilisesf danuary 1, 2008, a
the impact of adoption was not significant.

SFAS No. 157 defines fair value as the exchangee ihiat would be received for an asset or paidattster a liability (an
exit price) in the principal or most advantageowskat for the asset or liability in an orderly tsastion between market
participants on the measurement date. SFAS Noalk®/establishes a fair value hierarchy which neguan entity to maximize
the use of observable inputs and minimize the @isma@bservable inputs when measuring fair value tandard describes
three levels of inputs that may be used to medsirrgalue:

Level 1- Quoted prices in active markets for identicakts®r liabilities.

Level 2- Observable inputs other than Level 1 prices sschuoted prices for similar assets or liabilitepspted prices in
markets that are not active; or other inputs thatodservable or can be corroborated by observahtket data for
substantially the full term of the assets or lidieib.

Level 3- Unobservable inputs that are supported by littleo market activity and that are significanthe fair value of
the assets or liabilities.

The Company utilizes the market approach to medaimrgalue for its financial assets and liabiktierhe market approach
uses prices and other relevant information genéagemarket transactions involving identical or garable assets or
liabilities.
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3D SYSTEMS CORPORATION
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATMENTS
(Unaudited)
(amounts in thousands, except per share data)

Assets and liabilities measured at fair value oacarrring basis are summarized below:

Fair Value Measurements as of Sept. 30, 2008

(in thousands Level 1 Level 2 Level 3 Total
Description

Shor-term investment?! $ 13,13 $ — $ — $ 13,13
Restricted cas? 1,20C — — 1,20C
Currency derivative contrac! 1,041 — — 1,041
Total $ 15,371 $ = $ = $ 15,37

1 Unrealized gains or losses on short-term investsyeestricted cash and derivatives are recomiéluei statement of
operations at each measurement ¢

The fair market value of level 1 currency derivatoontracts at September 30, 2008 and Decemb@08Z,was as

follows:
Foreign Currency
Purchase Contracts
(in thousands 2008 2007
Notional amoun $ 1,074 $ 2,90¢
Fair value 1,041 2,891
Net unrealized gain (los $ 33 $ (14)

FASB Staff Position No. 157-2 delayed the effectifate of SFAS No. 157 until fiscal years beginrafigr November 15,
2008, and interim periods within those fiscal ye&ws all nonfinancial assets and liabilities, epctor items that are recognized
or disclosed at fair value in the financial statatseon a recurring basis (at least annually). Véeagsessing the impact of SFAS
No. 157 on the Compa’s consolidated financial statements with respet¢hése nonfinancial assets and liabilities.

(14) Recent Accounting Pronouncements

In February 2007, the FASB issued SFAS No. 159¢"“FFhir Value Option for Financial Assets and Finalndabilities,
including an amendment of FASB Statement No. 1&jth became effective January 1, 2008. SFAS N®.gEsmits
companies to choose to measure certain finang@etsand financial liabilities at fair value. Unizad gains and losses on
items for which the fair value option has been telé@re reported in earnings at each subsequesttirepdate. The
implementation of this standard did not have a madtenpact on the Company’s consolidated finanpiagition or results of
operations.

In December 2007, the FASB issued SFAS No. 141deeV2007), “Business Combinations” (“SFAS No. 11BFAS
No. 141R provides revised guidance on how acquissrsgnize and measure the consideration trandfédentifiable asse:
acquired, liabilities assumed, non-controlling iets, and goodwill acquired in a business comininaSFAS No. 141R also
expands required disclosures surrounding the nanadinancial effects of business combinationASNo. 141R is effective,
on a prospective basis, for fiscal years beginaiitgr December 15, 2008. The Company is curresggssing the impact of
SFAS No. 141R on its financial statements.

In March 2008, the FASB issued SFAS No. 161, “Disakes about Derivative Instruments and Hedgingviiels.” SFAS
No. 161 expands disclosures but does not changeiaiicg for derivative instruments and hedging\aiitis. The statemel
will become effective for the Company starting amdary 2009. The Company is currently assessingrpact of SFAS
No. 161 on its financial statemen
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Item 2. Management’s Discussion and Analysis of Famcial Condition and Results of Operations.

This discussion should be read in conjunction withCondensed Consolidated Financial Statementthanbtes thereto
included in Item 1 of this Quarterly Report on Fat6Q.

We are subject to a number of risks and uncer&sinitiat may affect our future performance andahadiscussed or
referred to in greater detail in the sections EitForward-Looking Statements” and “Cautionargt8iments and Risk Factors”
at the end of this Item 2 and in Item 1A of Pabfithis Quarterly Report on Form 10-Q.

Business Overview

We design, develop, manufacture, market and seB+deprinting, rapid manufacturing, and prototypsystems and
related products and materials that enable contpleedimensional objects to be produced directly froompater data withol
tooling, greatly reducing the time and cost reqlib@produce prototypes or customized productiatspa

Our consolidated revenue is derived primarily fritva sale of our systems, the sale of the relatddrmabs used by the
systems to produce solid objects and the provisfaervices to our customers.

Recent Developments
New product developments

Since the beginning of 2008, we have continuedhew product development and geographic expansitntess,
resulting in the following introductions:

. In January 2008, we launched the Pr&JétD 3000 3-D Production System, a new, professidrigh-definition 3-D
modeler that is based on our patented and propyidtalti-Jet Modeling technology. The ProJetHD 3000 3-D
Production System provides the choice of both kligfinition and ultra high definition build modesarsingle system
and is designed for a wide range of u:

. In February 2008, we launched our Pré%9é2P 3000 3-D Production System, a 3-D Modeler thatesigned to
accurately, consistently and economically manufacpuecision wax-ups for dental professionals. i$er of the
ProJef™ DP Production System scans a model, designs abisax-up using I software, then sends the data to
ProJe™ Production System t“print” wax-ups in layers; the system can generate hundregisitsfeach cycle

. During March 2008, we began commercial shipmehtsur new, V-Flastiv Desktop Modeler to North American
customers. This Modeler is the first product bamedur new Film Transfer Imaging technology platfoand it is
designed to build three-dimensional models withonns in a home or an office, enabling designergineers,
hobbyists and students to imagine, design and Il ideas at their desks. We suspended our cocihe
shipments so that we could resolve several techaimaperformance issues that we discovered afetanmenced
our commercial shipments as well as improve thiabiéity of the V-Flash® Desktop Modeler. We believe that we
have now resolved these issues, and we plan tomeeayphased rollout of this new system in the foguarter. We
have not recognized any revenue from tl-Flash® Desktop Modeler during 200

*  We launched the new Sinterstat®Rro DM100 and the DM250 SLM Systems, two directahktser sintering
systems that quickly build fully-dense parts fromide range of metal materials for functional patdeling and
prototypes

*  We began to sell our Accufamaterials in Japan, expanding our portfolio of provdependable Accufamaterials ir
Japan

. In May 2008, we launched a ‘Pro-Parts’ MaterighlHation Web Site equipped with online pricing @bitity that
may be used to order non-commercial StereolithdgrdSLA ®) and Selective Laser Sintering (S€$ parts,
enabling more designers and engineers to expertbedeenefits of Additive Manufacturing technolo
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In August 2008, we announced the immediate avditialoif:

e Our new iPro™ 9000 SLA Center, a new professional stereolithography sy$oerthe production of ultr
high-definition ‘Pro-Parts’ from our integrated otio of proprietary Accur® Plastics; the new iPro™
9000 SLA® Center is designed to quickly and economically poeddurable plastic parts with
unprecedented surface smoothness, feature resglatige definition and tolerances that rival theuaacy
of CNC-machined plastic parts; ai

e Our cost-effective, high-definition ProJet™ SDOB8®-D Printer for in-office model-making at desigmd
manufacturing businesses. The ProJet™ SD 3000ePisan addition to our ProJet™ line of 3-D Prigte
that is designed to provide high-quality parts végeeptionally smooth surfaces and unmatched small
feature detalil, ideal for concept development, gleserification, forn-fit testing and product presentatio

In October 2008, we announced the launct

e the ProJet™ CPX 3000 3-D Production System, almgh+definition 3-D Printer designed for high-
volume, extremely high-resolution production ofefiy detailed RealWax™ patterns from digital date; w
plan to start shipping this new addition to ourJeté™ line of 3-D Printers during the fourth quaéthis
year; anc

* the ProJet™ CP 3000 3-D Production System fohipk-speed, high-volume production of RealWax™
casting patterns from digital data for foundry ptgping and en-use parts application

We also announced in October the new iPro™ 900& XA ® Center for the production of extra-large, high-
definition ‘Pro-Parts’ for prototyping and end-u3éis system is the largest currently available c@rcial
stereolithography pe-manufacturing systen

We recently announced a completely new mid-raigk ® system, the new iPro™ 8000 SLAenter, which we
anticipate will contribute to sales in future qeast

We unveiled our plans to introduce a next-geiamgamily of high-speed sintering systems — theo3P 140 and
230 SLS’Centers that are designed to provide best-in-gagsguality and accuracy for the most demanding
functional prototyping and end-use applications. &é¥pect to begin taking orders for these systentisarfourth
quarter of this yeal

In connection with our continuing efforts to expand portfolio of proprietary material

e We recently introduced AccufaClearVue™ Plastic, another integrated stereolitapgy material with
excellent transparency, outstanding durability andanced yields and manufacturability;

«  We announced the availability of DuraFot®P 100 Plastic, a new sintering material with theghness
and durability of molded polypropylene, through &uo Parts Marketplace and Preferred Service Peos

We believe it is important that we continue with planned new product development activities soweacan take
advantage of improved business conditions as thpgar. Approximately 35% of our third-quarter 2068enue was derived
from new products that we have introduced sincétginning of 2005.
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Summary of 2008 financial results

As discussed in greater detail below, for the thindrter of 2008, consolidated revenue decreas@dbio $35.6 million
from $38.2 million in the third quarter of 2007 jmerily as a result of lower large-frame systenadés that were only partially
offset by higher sales of materials and 3-D PritEollowing the introduction of our ProJet™ 3000 Printers in early 2008,
revenue from our 3-D Printers grew by 50% compaoeatie third quarter of 2007. Favorable foreigrrency translation also
contributed to our consolidated revenue in thedthinarter of 2008.

Consolidated revenue for the nine months endece8dr 30, 2008 also declined by 7% to $104.0 milfrom
$111.6 million in 2007. On a sequential-quarteifansolidated revenue in the first and thirdrtgra of 2008 was below that
in the corresponding 2007 quarters while consadaevenue for the second quarter of 2008 increametbstly compared to
the second quarter of 2007. In each quarter, #fisated lower systems’ revenue. After decreasiogestly in the first quarter
of 2008, materialstevenue increased in both the second and thirdepsasf 2008 while service revenue, which increasdte
first and second quarters of 2008, declined by #ilflon in the third quarter.

Through the first nine months of 2008, foreign enay translation favorably affected our consolida&venue by
$5.1 million compared to the 2007 period. On a satjal-quarter basis during 2008, we benefited from $2I0om of currency
translation in the first quarter, an additionalZgillion in the second quarter and $1.0 milliorttie third quarter. The
strengthening of the U.S. dollar that occurrechim third quarter of 2008 substantially reduceddbmtribution of foreign
currency translation in the third quarter of 2008.

Our operating loss for the third quarter of 200& 8.5 million, reversing $0.4 million of operatimgome in the 2007
third quarter. This operating loss arose from owrdr revenue in the quarter and lower gross piofihe quarter, which were
partially offset by a reduction in operating expes)sas discussed below.

Our loss from operations for the nine months ersigptember 30, 2008 and 2007 was $6.6 million. ®eqaentiaguarte
basis, our operating loss in the first nine momth2008 declined from $3.2 million in the first qtex to $2.8 million in the
second quarter and $0.5 million in the third quarte

Our operating expenses declined by $1.2 milliothenthird quarter of 2008 and by $4.8 million ire thine months ended
September 30, 2008, compared to prior year perfitsarily reflecting lower selling, general andhadistrative (“SG&A”)
expenses. On a sequential-quarter basis, our apgeepenses in the first nine months of 2008 dediby $1.3 million in the
first quarter, by $2.3 million in the second quagrd by $1.2 million in the third quarter. We egpeur SG&A expenses for
the fourth quarter of 2008 to fall into the rand&»0 million to $11 million.

At September 30, 2008 our backlog declined to #illlon, a 68% reduction from the $3.1 million oddklog at
December 31, 2007. We believe that our level oklmarat September 30, 2008 is generally consistéhtthe normal
operating trends in our business.

Internal Controls

As we have previously disclosed, at December 3Q7 20aterial weaknesses existed relating to ourriateontrols over
financial reporting with respect to the oversightl@eview of our inventory costing system and tasigh and operation of
controls for certain inventory shipments and reddgm of the related revenue. We completed a nurobeemedial actions to
correct these weaknesses during the first quaft2d@8, and, subject to the satisfactory testinthefremedial actions that we
have taken, we believe that no additional remeaffakts to correct them are required. See ItenCaritrols and Procedures,”
below.

As part of our remediation efforts, we adopted et of procedures to conduct additional detattassaction reviews
and control activities with regard to our financghtements for all periods that we have identifisdeing affected by the
material weaknesses described above. As a resthiesé efforts, we believe that the Unaudited Coselé Consolidated
Financial Statements included in this Quarterly &epn Form 10-Q have been prepared in accordaitbegenerally accepted
accounting principles, fairly present in all maérespects our financial position, results of atiens and cash flow for the
periods presented and are free of material errors.
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Results of Operations
Third quarter comparison of revenue by class ofdpid and service

Table 1 sets forth our change in revenue by clepsoaluct and service for the third quarter of 2@@8pared to the third
quarter of 2007:

Table 1
Systems anc
Other
(dollars in thousands Products Materials Services Totals
Revenue - 3 Quarter
2007 $14,54¢ 38.1%  $14,59! 38.2% $9,08¢ 23.1%  $38,22¢ 10C%
Change in revenu
Volume
Core products and
services 52¢ 3.€ 1,237 8.5 1,62¢ 17.¢ 3,39¢ 8.¢
New products and
services (4,769 (32.7) 142 ilC (1,93%) (21.9) (6,559 (17.2)
Price/Mix (327) (2.9 (170 (1.2 — 0.C (497) (1.9
Foreign currency
translation 25¢ 1.8 511 3.5 241 2.7 1,011 2.7
Net change (4,307%) (29.6) 1,72( 11.¢ (68) (0.9 (2,65)) (6.9
Revenue - 3 Quarter
2008 $10,24¢ 28.8%  $16,31! 45.9%  $9,01¢ 25.2%  $35,57% 10C%

Despite evidence of a significant reduction in gaddlts’ industry-wide demand, revenue from materiatreased by
$1.7 million or 12% to $16.3 million for the thiguarter of 2008, from $14.6 million for the 2007ager and increased to
45.9% of consolidated revenue in the 2008 quarten £38.2% in the 2007 quarter. This increase wesgsily due to the
growing contribution of recurring revenue from aw@wer integrated systems. For the third quart®068, our integrated
systems accounted for 27% of all materials’ reveneffecting a 5 percentage point sequential impnoent since the first
quarter of 2008. The increase in materials’ revefnum 2007 primarily reflected a $1.4 million naetrease in materials’
volume and $0.5 million of favorable foreign curcgriranslation.

Revenue from systems and other products decregsi4.® million or 30% to $10.2 million for the guer ended
September 30, 2008 from $14.5 million in the thgedarter of 2007. The decrease from 2007 arose phnfieom a $4.2 million
net decrease in the volume of core and new produnctsan unfavorable $0.3 million combined effecpafe and mix, partially
offset by a $0.3 million favorable impact from fa@e currency translation. The decrease in voluroenfsystems was due to
lower sales of large-frame systems that was ontiigily offset by an increase in unit volume frohetsale of 3-D Printers.

Large-frame systems represented 31% of total sysSte@venue for the third quarter of 2008, whileesabf small-frame
systems and 3-D Printers accounted for the remaie®% compared to 53% in the 2007 third quarteveRae from 3-D
Printers was helped by the introduction earlies ffear of our ProJet™ 3000 3-D Printers and growlemand for our Dental
Professional Printers.

Systems and other products fell to 28.8% of codatdid revenue in the 2008 quarter from 38.1% irR08¥ quarter
primarily reflecting the increase in sales of miaisras a percentage of total revenue.

Systems orders and sales tend to fluctuate onréeglyabasis as a result of a number of factorduiging the types of
systems ordered by customers, customer acceptanesvly-introduced products, the timing of prodoctlers and shipments,
global economic conditions and fluctuations in fgrecurrency exchange rates. Our customers gepgralthase our systems
as capital equipment items, and their purchasimisass may have a long lead time. Due to theixaht high list price of
certain systems and the overall low unit volumeyaftems sales in any particular period, the acai@ber or delay of orders and
shipments of a small number of systems from on®g@eo another can significantly affect revenueomtgd for our systems for
the period involved. Revenue reported for systesakes in any particular period is also affecteddwenue recognition rules
prescribed by generally accepted accounting priesiplowever, production and delivery of our systésngenerally not
characterized by long lead times, and thereforeklbg is generally not a material factor in our ibess.
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As used in this Management’s Discussion and Anslyhe combined effect of changes in product mik arerage selling
prices, sometimes referred to as price and mixtffeelates to changes in revenue that are nettatile specifically related to
changes in unit volume. Among these changes amgelsan the product mix of our materials and osteays as the trend
toward smaller, more economical systems has cosdimnd the influence of new systems and materatsuo operating results
has grown. Our reporting systems are not currerahfigured to produce more quantitative informatiegarding the effect of
price and mix changes on revenue.

Revenue from services decreased by $0.1 milliatPeto $9.0 million for the third quarter of 200801in $9.1 million for
the 2007 quarter and increased to 25.3% of coregelidrevenue from 23.7% for the 2007 quarter. Hweahse in service
revenue was primarily the result of a $0.3 milldectrease in volume, partially offset by $0.2 milliof favorable foreign
currency translation.

Nine-month comparison of revenue by class of prodnd service

Table 2 sets forth our change in revenue by clapsoaluct and service for the first nine month2008 compared to the
same period of 2007:

Table 2
Systems anc
Other
(dollars in thousands Products Materials Services Totals
Revenue - Nine Months
2007 $ 40,40t 36.2% $44,88: 40.2%  $26,29- 23.€% $111,58¢ 10C%
Change in revenu
Volume
Core products and
services 90t 2.2 (1,986 4.9 1,53¢ 5.8 452 0.4
New products and
services (14,049 (34.9) 2,021 4.5 (2,116 (8.0 (14,139 (12.9)
Price/Mix 1,01¢ 2.5 (39 0.7) — 0.C 98t 0.c
Foreign currency
translation 1,29( 3.2 2,57 5.7 1,271 4.8 5,13¢ 4.€
Net change (10,830 (26.9) 2,57¢ 5.7 68¢ 2.€ (7,566 (6.8
Revenue - Nine Months
2008 $ 29,57¢ 28.0%  $47,46: 45.6%  $26,98: 26.%  $104,02( 100%

Revenue from materials increased by $2.6 millio6%rto $47.5 million for the first nine months &8 from
$44.9 million for the 2007 period and increased3®% of consolidated revenue for the first ninenthe of 2008 from 40.2%
in the 2007 period. For the first nine months d®&0our integrated systems accounted for 25% chaterials’ revenue. The
increase from 2007 was primarily the result of $8illion increase in new materials’ volume and@sillion of favorable
foreign currency translation, partially offset b$2.0 million decrease in core materials’ volumiee Thaterials’ increase as a
percentage of total revenue was partially due ¢adicline in revenue from systems and other predndhe 2008 period.

As discussed above, on a consolidated basis, revfenthe first nine months of 2008 declined by @4104.0 million
from $111.6 million for the first nine months of @0 In each quarter, this reflected lower systemgenue. After decreasing
modestly in the first quarter of 2008, materiats’enue increased in both the second and thirdeygast 2008 while service
revenue, which increased in the first and secomtgrs of 2008, declined by $0.1 million in therdhquarter.

Revenue from systems and other products decregsgtiob8 million or 27% to $29.6 million for the mmmonths ended
September 30, 2008 from $40.4 million in the samwéoo of 2007 and declined to 28.4% of consolidagenue for the first
nine months of 2008 from 36.2% in the 2007 peridtk decline arose primarily from a $13.1 milliort decrease in the volur
of systems sold, partially offset by a favorableO#illion combined effect of price and mix andla3million favorable impar
from foreign currency translation.

Revenue from services increased by $0.7 millioB%rto $27.0 million for the first nine months ofG&from
$26.3 million for the same period of 2007 and iased to 26.0% of consolidated revenue from 23.6%h#®2007 period. The
increase was primarily the result of $1.3 millidfavorable foreign currency translation, partiadffset by a $0.6 million net
decrease in volume. The services’ increase ascaipge of total revenue reflected the relativengkan services as a
component of total revenue compared to systemsreatdrials.
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Change in third quarter revenue by geographic regio

Geographically, our decline in revenue in bothtthied quarter and first nine months of 2008 reslftem lower revenue
in both the United States and the Asia-Pacificorgwhich was partially offset by higher Europeamanue in both periods.

Table 3 sets forth the change in revenue by gebarapea for the third quarter of 2008 comparethéothird quarter of
2007:

Table 3
Net change in
Consolidated
(dollars in thousands U.S. Europe Asia-Pacific Revenue
Revenue - 3 Quarter
2007 $16,04: 42.(% $15,36¢ 40.2% $ 6,827 17.8%  $38,22¢ 100%
Volume (237) (1.5) (54¢) (3.€) (2,380 (34.9 (3,165 (8.9
Price/Mix (2,699 (10.€) 58¢ 3.8 612 9.C (497) (1.9
Foreign currency
translation — 0.C 644 4.2 367 5.4 1,011 2.7
Net change revent (1,93€) (12.7) 68E 4.5 (1,400 (20.5) (2,65]) (6.9
Revenue - 3 Quarter
2008 $14,10¢ 39.7%  $16,04¢ 45.1% $5,42- 15.2%  $35,57% 100%

Revenue from U.S. operations declined by $1.9 omilbr 12% to $14.1 million from $16.0 million inghhird quarter of
2007. The decrease was due to lower volume andritaa’orable combined effect of price and mix.

Revenue from European operations increased by 448® million, from $15.4 million in the prior-yequarter. This
increase was due primarily to the $0.6 million fealde impact of foreign currency translation, as $0.6 million favorable
combined effect of price and mix and a $0.5 milld@cline in volume largely offset each other.

Revenue from Asia-Pacific operations decreasedlby &illion or 21% to $5.4 million from $6.8 millivin the prior-year
quarter due primarily to a $2.4 million declinevimlume, partially offset by a favorable $0.6 miflicombined effect of changes
in price and mix and the $0.4 million favorableeeff of foreign currency translation.

Change in nine-month revenue by geographic region

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

Table 4
Net change in
Consolidated
(dollars in thousands U.S. Europe Asia-Pacific Revenue
Revenue - Nine Months
2007 $48,95( 43.%%  $46,42¢ 41.€%  $16,21( 14.5%  $111,58¢ 10C%
Volume (6,65€) (13.€) (4,47%) (9.6) (2,55)) (15.¢) (13,68%) (12.9)
Price/Mix (96) (0.2) 83t 1.8 24¢€ 1.5 98t 0.¢
Foreign currency
translation — 0.C 3,86( 8.2 1,274 7.8 5,13¢ 4.€
Net change revent (6,752 (13.9) 217 0.5 (1,037) (6.4) (7,566 (6.9
Revenue - Nine Months
2008 $42,19¢ 40.6%  $46,64: 44.8%  $15,17¢ 14.6%  $104,02( 10C%

Revenue from U.S. operations declined by $6.8 omilbr 14% to $42.2 million from $49.0 million ingliirst nine months
of 2007 due to lower volume.

Revenue from European operations increased byrfillian to $46.6 million, from $46.4 million in thprior-year period.
This increase was primarily due to a $3.9 milliamdrable impact of foreign currency translation arfD.8 million combined
favorable effect of changes in price and mix thateMargely offset by a $4.5 million decline in wole.

Revenue from Asia-Pacific operations decreasedly &illion or 6% to $15.2 million from $16.2 miin in the prior-
year period due primarily to a $2.6 million decee@svolume that was partially offset by $1.3 noilliof favorable foreig:
currency translation and the favorable $0.2 millkembined effect of changes in price and r
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Gross profit and gross profit margins — Third Queart

Table 5 sets forth gross profit and gross profitgires for our products and services for the thuwdrters of 2008 and 20(

Table 5
Quarter Ended September 30
2008 2007
Gross % Gross %

ollars in thousands rofit evenue rofit evenue
doll in th d Profi R Profi R
Systems $ 1,12¢ 11.(% $ 5,671 39.(%
Materials 10,26( 62.€ 7,94: 54.4
Services 2,40¢ 26.€ 2,31¢ 25.F

Total $ 13,78¢ 38.&% $ 15,93¢ 41.1%

The consolidated gross profit margin in the thiududer of 2008 was down to 38.8% of revenue fron7%ilof revenue for
the 2007 quarter. On a consolidated basis, gragi for the third quarter of 2008 decreased by 1t89%%13.8 million from
$15.9 million in the third quarter of 2007, primgras a result of lower large-frame systems sabsch resulted in absorption
of overhead over fewer units, and a change in systevenue mix toward small-frame systems and 3uld?s. As a general
matter, small-frame systems and 3-D Printers géméoaver gross profit margins than large-frameeyst. These declines were
partially offset by higher materials revenue, whiclries the highest gross profit margin of angpwf classes of products or
services. Gross profit was also negatively impabteduplicate supply chain costs related to ourésfto discontinue the
outsourcing of our domestic logistics activitieslda relocate them to our facility in Rock Hill (80million), and by the costs
associated with our 3-D Printer inventory, incluglthe planned build-up of our V-Fla8besktop Modeler finished goods
inventory in anticipation of commercial shipmentghis new system ($0.3 million). The change intadssales also included
$0.8 million of unfavorable foreign currency exchareffects related to fluctuations in the U.S. aofelative to other
currencies. Most of this currency effect relatemgtterials that we purchase or produce outsid&thited States. We have
begun taking steps to mitigate this foreign excleagposure. These steps include transferring ptimatucf certain of these
materials that are sold in U.S. dollars to the &bhiBtates and more closely managing the hedgingraturrency exposure to
items that we acquire or produce in other currendiée believe that the combined impact of the itemstioned above
negatively affected our gross profit margin by apmately 2 percentage points in the third quaafégr offsetting the favorak
effect of foreign currency translation on revenoethe quarter.

The combined effect of the lower systems salesynfgtvorable foreign exchange rate effects, dufgisapply chain cost
and 3-D Printer inventory costs impaired our pregr®ward improving our gross profit margins. We aprking on additional
gross profit improvement objectives, which includeurning domestic third-party logistics activitieshouse. However, we
anticipate that our planned build-up of V-Fldshventory and subsequent shipments will adversalyaict gross profit margins
by $0.5 million to $1.0 million per quarter for thear term.

Systems gross profit for the third quarter of 2d@8reased by $4.6 million or 80% to $1.1 millionh $5.7 million for
the 2007 quarter, and gross profit margins foresystdecreased by 28 percentage points to 11.0evehue from 39.0% of
revenue in the 2007 quarter, primarily due to lolaege-frame systems sales, which resulted in g@lisorof overhead over
fewer units, and a change in systems revenue miartbsmall-frame systems and 3-D Printers.

Materials gross profit for the third quarter of 3d@creased by $2.3 million or 29% to $10.3 milliérom $7.9 million for
the 2007 quarter, and gross profit margins for meteincreased to 62.9% of revenue from 54.4%ewénue in the 2007
quarter.

Gross profit for services for the third quartei2608 increased by $0.1 million or 4% to $2.4 millidrom $2.3 million for
the 2007 quarter, and gross profit margins forisesvincreased by 1 percentage point to 26.6%wvafimge from 25.5% of
revenue in the 2007 quarter.
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Gross profit and gross profit margins — Nine Months

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

Table 6
Nine Months Ended September 30,
2008 2007
Gross % Gross %
(dollars in thousands Profit Revenue Profit Revenue
Systems $ 4,51¢ 15.2% $ 13,40¢ 33.2%
Materials 29,82¢ 62.¢ 26,43 58.¢
Services 6,198 23.C 5,47¢ 20.¢
Total $ 40,53« 39.% $ 45,3 40.6%

The consolidated gross profit margin for the fivste months of 2008 decreased to 39.0% of revenune 40.6% of
revenue for the same period of 2007. On a condelidbasis, gross profit for the first nine month&@08 decreased by
$4.8 million to $40.5 million, from $45.3 milliomithe same period of 2007, primarily as a resulbwer large-frame systems
sales, which resulted in absorption of overhead texger units, partially offset by higher materisévenue, which carries the
highest gross profit margin of any of our classfigsroducts or services. Gross profit was also rieglgtimpacted by certain
supply chain and third-party logistics inefficieesj which resulted in higher cost of goods soldadditional freight charges,
and by higher warranty costs. The change in cosalefs also included $3.6 million of unfavorableefgn currency exchange
effects related to fluctuations in the U.S. dotkeative to other currencies. Most of this curreeéfct relates to materials that
we purchase or produce outside the United States.

Systems gross profit for the first nine months @& decreased by $8.9 million or 66% to $4.5 milliivom $13.4 million
for the same period in 2007, and gross profit rmar§dr systems decreased by 18 percentage poiti& 386 of revenue from
33.2% of revenue in the 2007 period. The declingross profit was primarily due to the decline alume, which resulted in
the absorption of fixed costs over fewer units.

Materials gross profit for the first nine months2®08 increased by $3.4 million or 13% to $29.8ioml from
$26.4 million for the 2007 period, and gross proférgins for materials increased by 4 percentagepto 62.8% of revenue
from 58.9% of revenue in the 2007 period.

Gross profit for services for the first nine moni2008 increased by $0.7 million or 13% to $6ifliom, from
$5.5 million for the same period in 2007, and gnosdit margins for services increased by 2 pe@gatpoints to 23.0% of
revenue from 20.8% of revenue in the 2007 peridek improved gross profit was due to the combinéecebf a decline in
fixed costs associated with our decision to ceapda@ng certain legacy products and the favoraifffect of foreign currency
translation on service revenue, partially offsetigher warranty costs.
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Operating expenses

As shown in Table 7, total operating expenses dse by $1.2 million or 8% to $14.3 million in tthérd quarter of 2008
from $15.5 million in the third quarter of 2007.i$hlecrease was due to $1.5 million in lower SG&penses, partially offset
by a $0.3 million increase in research & developn{éR&D") expenses.

During the third quarter, we undertook additionasdtcreduction programs, including curtailment atai@ planned
discretionary expenses for the balance of 2008eXpect to recognize benefit from these prograntkarfourth quarter of
2008.

Table 7
Quarter Ended September 30
2008 2007
% %

(dollars in thousands Amount Revenue Amount Revenue
Selling, general and administrati $ 10,41 29.% % 11,88 31.1%
Research and developmt 3,91¢ 11.C 3,62 9.5

Total $  14,33( 40.5% $  15,50¢ 40.6%

As shown in Table 8, total operating expenses @seck by $4.8 million or 9% to $47.1 million in st nine months of
2008 from $51.9 million in the same period of 200/is decrease was primarily due to $5.6 milliotowwer SG&A expenses,
partially offset by $0.9 million of increased R&DRenses, both of which are discussed below. Asidssr above, on a
sequential-quarter basis, our operating expenstéifirst nine months of 2008 declined by $1.3lionlin the first quarter, by
$2.3 million in the second quarter and by $1.2ionillin the third quarter, continuing a favorablkend that began in the third
quarter of 2007.

Table 8
Nine Months Ended September 3C
2008 2007
% %

(dollars in thousands Amount Revenue Amount Revenue
Selling, general and administrati $ 36,03¢ 34.6% $ 41,64 37.52%
Research and developmt 11,09 10.7 10,23¢ 9.2

Total $ 47,12 45.% $ 51,88t 46.5%
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Selling, general and administrative expenses

SG&A expenses declined by $1.5 million to $10.4liomil in the third quarter of 2008, compared to $lrillion in the
third quarter of 2007, related to:

e $0.7 million in lower marketing and travel cos

e $0.5 million in lower incentive compensation cot

*  $0.4 million of lower contract labor and consultansts; anc

e $0.3 million decline in stoc-based compensation exper

Partially offsetting the decline was:

«  $0.5 million increase in legal fees relating to pegditigation.

SG&A expenses for the third quarter of 2008 inctl@6.2 million of unfavorable foreign currency tséation.

SG&A expenses declined by $5.6 million to $36.0lionil for the first nine months of 2008, compared4d..6 million for
the same period of 2007, primarily related to:

e $2.7 million of lower contract labor and consultansts;

*  $2.1 million decline in severance and st-based compensation exper
e $0.8 million in lower accounting fees; a

e $0.5 million in lower incentive compensation co:

Partially offsetting the decline was:

«  $0.6 million of expenses associated with the ipresly disclosed first quarter Audit Committee istigation of
anonymous claims of wrongdoing by certain membé&rmanagemen:

SG&A expenses for the first nine months includekl 88 million unfavorable impact of foreign currertegnslation.

Research and development expenses

R&D expenses increased by 8% to $3.9 million intthed quarter of 2008 from $3.6 million in the thiquarter of 2007.
R&D expenses also increased by 8% to $11.1 milhathe first nine months of 2008 from $10.2 milliomthe same period of

2007. R&D costs in 2008 included costs associaféid tive VV-FlasH Desktop Modeler and other new product development
activities, including the new products that we haeoduced this year.

We are continuing to work on selected new prodeeetbpments, and we expect to incur approximatélynilion of
R&D expenses in the fourth quarter of 2008.
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Operating income (loss)

As discussed above, our operating loss for the tpirarter of 2008 was $0.5 million, reversing $®iflion of operating
income in the 2007 third quarter. This operatirgslarose from our lower revenue and lower grosft imahe quarter, which
were partially offset by a reduction in operatingpenses, as discussed above.

Our loss from operations for the nine months erSieptember 30, 2008 and 2007 was $6.6 million. ®@eqaentialquarte
basis, our operating loss in the first nine momth8008 declined from $3.2 million in the first qtex to $2.8 million in the
second quarter and $0.5 million in the third quameflecting sequential improvement notwithstagdiur lower revenue in the
2008 periods.

The following table sets forth the operating incoondoss by geographic area for the third quantef faest nine months of
2008 and 2007:

Table 9
Quarter Ended Sept. 30. Nine Months Ended Sept. 3(
(in thousands 2008 2007 2008 2007
Income (loss) from operation
United State: $ (1,979 % 1,337 $ (10,380 % (5,48))
Germany (68) 204 75€ 577
Other Europe 294 184 1,372 59t
Asia Pacific 1,37¢ 171 2,23¢ 40t
Subtotal (369) 1,89¢ (6,014 (3,909
Inter-segment eliminatio (173) (1,469 (57¢6) (2,667
Total $ (542) ¢ 432 $ (6,590 ¢ (6,565)

With respect to the United States, in the 200820Q¥ periods, the changes in operating income)(lmsgeographic area
reflected the same factors that affected our caohsteld operating results discussed above. As niasircoperations outside the
U.S. are conducted through sales and marketingdialies, the changes in operating income (losgh@se operations resulted
primarily from changes in transfer pricing and amefign currency translation.

Interest and other expense (income), net

Interest and other expense (income), net for tid tuarter of 2008 was net expense of $0.1 millmompared to net
income of $(0.1) million in the 2007 third quarter.

For the first nine months of 2008, interest andeoxpense, net declined to $0.4 million in 20@8rf1$1.1 million in
2007. The decline for the nine-month period resuitem interest income generated by 2008 cash bataand lower interest
expense due to the absence in the 2008 periodmnéfiorrowings and other outstanding debt that isehdrged in 2007.

Provisions for income taxes
Our provisions for income taxes primarily refleax expense associated with income taxes in foljeiggdictions.

We recorded slightly higher provisions for incorages in the 2008 periods than in the 2007 peribhsse amounted to
$0.4 million and $1.1 million, respectively, in thaarter and nine months ended September 30, 206&ared to $0.2 million
and $0.4 million for the guarter and nine monthdezhSeptember 30, 2007.

Net income (loss)

Our net loss for the quarter ended September 3B @@s $1.0 million ($0.04 per diluted share), reirgy net income of
$0.3 million ($0.01 per diluted share) in the 2@0Bird quarter. This net loss arose from our opeealdss in the third quarter of
2008 and the effect of the tax provisions and ckarng interest and other expense (income), netisisd above.
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Our net loss for the nine months ended Septemhe2(IB decreased modestly to $8.0 million ($0.36didated share)
from a net loss of $8.1 million ($0.40 per shaw)the nine months ended September 30, 2007 aledted the same factors
that affected our net loss for the third quarte2@d8.

Financial Condition and Liquidity

During the first nine months of 2008, our primaoyrces of liquidity were cash on hand and, to adesxtent, cash flow
from financing activities, and our uses of cashener operating and investing activities. We bedi¢at our financial resourc
are adequate for our current and anticipated futeegls. SeeWorking capital,”" Cash flow” and “ Outstanding debt and
capitalized lease obligatiorisbelow.

Working capital

Our net working capital decreased by $8.7 millioi$82.2 million at September 30, 2008 from $40.Bioni at
December 31, 2007. Of this decline, $5.2 milliorswa#tributable to the first quarter of 2008, $2.illiom was attributable to the
second quarter of 2008, and the $1.4 million diffexe was attributable to the third quarter of 2008.

These declines in working capital resulted fromlides in cash and cash equivalents in each pehniaidiere only partiall
offset by the net effect of other working capitalns, most notably changes in accounts receiviablentory, accounts payable
and accrued liabilities. Cash and cash equivadettined by $7.8 million in the first quarter, $2rllion in the second quarter
and $1.0 million in the third quarter. S&&ash flow” below.

Table 10 provides a summary of the net changesiking capital items between September 30, 2008C@wbmber 31,
2007.

Table 10
Increase
(in thousands (Decrease’
Working capital at December 31, 20 $ 40,90¢
Changes in current asse
Cash and cash equivalel (12,570
Accounts receivable, net of allowanc (6,939
Inventories, net of reserv 3,87:
Prepaid expenses and other current a: (2,329
Deferred income tax asst (29
Total current asse (16,989
Changes in current liabilitie
Current portion of lon-term debt (240
Current portion of capitalized lease obligatit 11
Accounts payabl (4,272
Accrued liabilities (2,189
Customer deposit 52
Deferred revenu (1,629
Total current liabilities (8,269
Net change in working capit (8,720
Working capital at September 30, 2( $ 32,18¢

Our unrestricted cash and cash equivalents dedineki 1.6 million to $18.1 million, from $29.7 nidh at December 31,
2007. This decrease resulted from $7.9 millionasftcused in operating activities including the $6ilion purchase of
Tangible Express’ equipment in the first quarted &4.4 million of cash used in investing activitipartially offset by
$0.7 million of cash provided by financing actiesi See Cash Flow”below.

Accounts receivable, net of allowances, decreage®bt® million to $24.2 million at September 3008¢rom
$31.1 million at December 31, 2007. The changegaounts receivable over the first nine months0@2primarily reflect
changes in our revenue in the ordinary course siness. Days’ sales outstanding decreased by gnte &3 days at
September 30, 2008 from 64 days at December 3T, Z&zounts receivable more than 90 days pastmitreased to 10% of
gross receivables at September 30, 2008 from 68603 receivables at December 31, 2007. Our allogvéor doubtful
accounts decreased to $1.9 million at Septembe2@I8 from $2.1 million at December 31, 2007. Wgutarly review our
allowance for doubtful accounts, and we believé¢ ithaas adequate at each date reported.
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Components of inventories at September 30, 2008&teémber 31, 2007 were as follows:

Table 11

(in thousands 2008 2007
Raw material $ 1,61z $ 83t
Inventory held by assemble — 197
Work in proces: 25 12¢€
Finished goods and pal 24,59¢ 21,18¢
Total cosi 26,23 22,345
Less: reserve (2,329 (2,306

Inventories, ne $ 23,91« $ 20,041

Inventories increased by $3.9 million to $23.9 ioillat September 30, 2008 from $20.0 million at &wber 31, 2007.
This increase in inventory resulted from short-tenaterials’ and systems’ inventory purchases tleatindertook to support
future revenue, including purchases of V-Fl&Besktop Modelers and certain key components toautifyture production of
3-D Printers. We maintained $2.3 million of invertoeserves at September 30, 2008 and Decemb@08Z, We believe that
our inventory reserves were adequate at each ejpteted. Based on our current go-to-market strat@gyexpect inventories to
decline to between $20 million to $22 million byetand of 2008.

In connection with our outsourcing activities withr thirdparty assemblers, we sell to them from time to ttmmponent
of our raw materials’ inventory related to systehet they assemble. We record those sales in wandial statements as a
product financing arrangement under SFAS No. 4@ctnting for Product Financing Arrangements.” @arihg a trend of
reducing such balances, we held no SFAS No. 4hiove sold to assemblers at September 30, 2008 amdpo $0.2 million
of such inventory at December 31, 2007. In accazdavith SFAS No. 49, at the end of each periodmaéntained an accrued
liability equal to the amount of outstanding SFA8. M9 inventory held by assemblers, representimgion-contractual
obligation to repurchase assembled systems ancbiglfied parts produced from such inventory.

As shown in Table 11 above, with the outsourcingudstantially all of our equipment assembly aridrbéshment
activities, the majority of our inventory now costsi of finished goods, including primarily systemmterials and service parts,
as our third-party assemblers have taken over gugain responsibility for the assembly and refsinbnent of systems. As a
result, we generally no longer hold in inventorysinparts for systems’ production or refurbishmémtalculating inventory
reserves, we direct our attention to spare pastiswe hold in inventory and that we expect to bedusver the expected life
cycles of the related systems, to inventory rel&ettie blending of our engineered materials amdpsites, and to our ability
to sell items that are recorded in finished goodemtory, a large portion of which are new systems.

The components of prepaid expenses and other ¢@ssats at September 30, 2008 and December 31 v2f@ as

follows:
Table 12

(in thousands 2008 2007
Value added tax‘VAT”) and sales tax refunt $ 283 $ 67C
Progress payments to assemb 70 86€
Non-trade receivable 15 1,07¢
Other 1,732 1,817

Total $ 2,10( $ 4,42¢

Our prepaid expenses and other current assetsadecréy $2.3 million to $2.1 million at Septemb@y 3008 from
$4.4 million at December 31, 2007, which includiedaddition to VAT and sales tax refunds and otteens arising in the
ordinary course of business, a $1.9 million redurctn non-trade receivables and progress paymerstssemblers. The non-
trade receivables shown in Table 12, the invenetg by assemblers shown in Table 11, and a retatedied liability in an
amount that corresponds to the book value of irorgriteld by assemblers included in accrued liaedibn our Condensed
Consolidated Balance Sheets relate to the accaufttirour outsourcing arrangements pursuant to SNASA9. The non-trade
receivables shown in Table 12 declined as a re$altreduction in semi-finished systems and p#uds dur third-party
assemblers purchased from us to complete the asefrdystems for which we had not received paynfierh them at period
end. The decline in progress payments to assemadkrseflects a continuing downward trend.
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Accounts payable declined by $4.3 million to $1lion at September 30, 2008, from $20.7 millidrDeecember 31,
2007. The decline was primarily due to higher pdgskhat corresponded to higher revenue in thetguanded December 31,
2007.

Customer deposits increased by $0.1 million as eferced the revenue in the first nine months of®2@dated to certain
deposits made during the period.

Deferred revenue decreased by $1.6 million to $idiliion at September 30, 2008, from $11.7 millmnDecember 31,
2007, primarily due to a net decrease in maintemaoatracts, installation, training and warrantyeraue in the first nine
months of 2008.

The changes in the first nine months of 2008 tbatarise the other components of working capitaldietussed above
arose in the ordinary course of business. Thes@onents of working capital include $10.1 millionaafcrued liabilities,
$0.2 million in current installments of capitalizlgise obligations, $0.7 million of deferred incorae assets, $1.2 million of
restricted cash and $3.5 million in assets helgébe related to our Grand Junction facility.

As discussed elsewhere in this Form 10-Q, we cléisedrand Junction facility in 2006 and subsedydisted it for sale,
with $3.5 million of net assets related to thailfgcrecorded on our Condensed Consolidated Baditeets as assets held for
sale at both September 30, 2008 and December 87, Als0, at September 30, 2008 and December 37, 2@e have a
current liability of $3.1 million and $3.3 milliomespectively, consisting of the outstanding ppatiamount of the industrial
development revenue bonds that financed this facilVe continue to actively market this facilityeé&SNotes 3 and 6 to the
Condensed Consolidated Financial Statements.

Differences between the amounts of working cajtiéah changes in the cash flow statement and thaiata@f balance
sheet changes for those items are primarily thétregforeign currency translation adjustments.

Cash flow

Table 13 summarizes the cash provided by or usegenating activities, investing activities anddfiiting activities, as
well as the effect of changes in foreign currenogh@nge rates on cash, for the first nine montf2068 and 2007.

Table 13
(in thousands 2008 2007
Cash used in operating activiti $ (7,92 % (1,399
Cash used in investing activiti (4,389 (1,989
Cash provided by financing activiti 71t 14,66
Effect of exchange rate changes on ¢ 25 (139
Net increase (decrease) in cash and cash equis $ (11,570 $ 11,141

Cash flow from operations

For the nine months ended September 30, 2008, et %9 million of net cash for operating actisti€or the first nine
months of 2008, this use of cash consisted of 80 fillion net loss and $6.8 million of cash comad by net changes in
operating accounts, partially offset by $6.9 milliof non-cash items included in our net loss.

Of our $8.0 million 2008 net loss, $3.7 million aecofrom the first quarter of 2008, $3.3 million sedrom the second
quarter of 2008, and the remaining $1.0 millionsarérom the third quarter of 2008, indicating awsstgial improvement in our
results of operations as the first nine months0&f®progressed. Net changes in operating accoansumed $5.6 million of
cash in the first quarter of 2008, $0.2 milliortle second quarter of 2008 and $1.1 million intthesl quarter of 2008.
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Non-cash items were $2.2 million in the first quarteR008, $2.2 million in the second quarter of 2@08 $2.5 million ir
the third quarter of 2008. For the first nine manti 2008, the principal non-cash items includedun$8.0 million net loss
were $5.0 million of depreciation and amortizateond $1.1 million of stock compensation.

Changes in operating accounts that resulted ireafisash for the first nine months of 2008 incllittee following:
* A $6.8 million increase in inventorie
* A $3.6 million decrease in accounts paya
* A $2.3 million decrease in accrued liabilities; ¢
* A $1.5 million decrease in deferred rever
Changes in operating accounts for the first ninatii®of 2008 that resulted in a source of castuded the following:
* A $5.3 million decrease in accounts receivable;
* A $2.2 million decrease in prepaid expenses anerathrrent asset
See “Working capital’ above for a discussion of the reasons for théseges in operating account items.

For the nine months ended September 30, 2007, &4 million of net cash for operating actistid@his use of cash
consisted of an $8.1 million net loss and $1.3iamlbf cash consumed by net changes in operatioguats, partially offset by
$8.0 million of non-cash items included in the losts.

Of this $8.1 million 2007 net loss, $3.1 millioroae from the first quarter of 2007, $5.3 milliowse from the second
quarter of 2007, and our net income for the thindrter of 2007 reduced this loss by $0.3 millioet Bhanges in operating
accounts consumed $7.0 million of cash in the fsirter of 2007 but generated $2.7 million of castine second quarter of
2007 and $3.0 million of cash in the third quade2007.

Non-cash items were $3.1 million in the first quarteR007, $2.1 million in the second quarter of 2@®id $2.8 million ir
the third quarter of 2007. As was the case in B@8%eriod, for the first nine months of 2007, gnmcipal non-cash items
included in our $8.1 million net loss were $5.4lioi of depreciation and amortization and $2.2 iarillof stock compensation.

Changes in operating accounts for the first nin@tm®of 2007 that resulted in a use of cash indube following:

* A $9.1 million decrease in accounts paya

* A $3.4 million decrease in customer deposits;

. A $1.3 million decrease in accrued liabilitit
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Changes in operating accounts for the first ninatiioof 2007 that resulted in a source of castluded the following:
e A $7.1 million decrease in accounts receiva

e A $3.2 million decrease in inventories; ¢

* A $2.0 million decrease in prepaid expenses anerathrrent asset

Cash flow from investing activities

Net cash used in investing activities in the fivste months of 2008 increased to $4.4 million fi®210 million for the first
nine months of 2007. This increase was primarilg tiuour higher level of 2008 capital expendituogsyhich $1.9 million
arose in the first quarter of 2008, $1.4 millioose in the second quarter of 2008 and $0.8 miflimse in the third quarter of
2008.

Cash flow from financing activities

Net cash provided by financing activities decrease®0.7 million for the nine months ended Septen3ie 2008
compared to $14.7 million for the nine months en8edtember 30, 2007. This decrease resulted phnfierin the absence in
the 2008 period of any significant financing adt@s. Net proceeds from stock option exercisesrastlicted stock awards
declined to $1.1 million in the 2008 period from&anillion in the 2007 period, primarily reflectinje smaller number of
outstanding stock options and lower option exeraig@ity. Net cash provided by financing activitie the 2007 period
included $20.4 million of proceeds related to orvate placement of common stock in June 2007 jallroffset by the
repayment of $8.2 million of bank borrowings in thed quarter of 2007.
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Outstanding debt and capitalized lease obligations

At September 30, 2008, industrial development reedronds and capitalized lease obligations dealeas®11.8 million
from $12.2 million at December 31, 2007, due toesithied payments in 2008 of principal on our outditag industrial
development revenue bonds and capital lease imsatk.

Our outstanding industrial development revenue b@mtl capitalized lease obligations at Septemhe2(BIB and
December 31, 2007 were as follows:

Table 14
(in thousands 2008 2007
Debt:
Industrial development revenue bor $ 3,08t $ 3,32¢

Capitalized lease obligation

Current portion of capitalized lease obligatit $ 19z $ 181
Long-term portion of capitalized lease obligatic 8,517 8,66:
Total $ 8,70¢ $ 8,84«
Total current portiol $ 3,271 $ 3,50¢€
Total lon¢-term portion 8,517 8,66:
Total debt $ 11,79« $ 12,16¢

Capitalized lease obligations

Our outstanding capitalized lease obligations edlattwo lease agreements that we entered int606 @ith respect to our
Rock Hill, South Carolina facility, one of whichwers the facility itself and the other of which ess certain furniture and
fixtures that we acquired for use in the facilithe carrying value of the headquarters facility grelfurniture and fixture leas
at September 30, 2008 and December 31, 2007 wasr#ion and $8.8 million, respectively.

Industrial development revenue bonds

Our Grand Junction, Colorado facility was finantgdndustrial development revenue bonds in theilmsigaggregate
principal amount of $4.9 million. At September 2008 and December 31, 2007, the outstanding paheimount of these
bonds was $3.1 million and $3.3 million, respedtivénterest on the bonds accrues at a variab&eohinterest and is payable
monthly. The interest rate at September 30, 20@8@tember 31, 2007 was 8.15% and 3.52%, resphctivee to disruption
in global credit markets, the interest rate at Seer 30, 2008 was abnormally high and has subs#gueturned to a more
normal level. Principal payments are due in semidgahinstallments through August 2016. We reclassithis indebtedness to
current indebtedness in 2006 in anticipation ofghke of the Grand Junction facility. We have mallecheduled payments of
principal and interest on these bonds. The borelsalfateralized by, among other things, a firsttigage on the facility, a
security interest in certain equipment and an ooable letter of credit issued by Wells Fargo Baild. pursuant to the terms
of a reimbursement agreement between us and WalipFWe are required to pay an annual lettereditfee equal to 1% of
the stated amount of the letter of credit.

This letter of credit is in turn collateralized $%.2 million of restricted cash that Wells Fargddspwhich we reclassified
as a short-term asset during 2006 in anticipatichesale of the Grand Junction facility. Wellgg@has a security interest in
that restricted cash as partial security for thgpmance of our obligations under the reimbursenagneement. We have the
right, which we have not exercised, to substitustaadby letter of credit issued by a bank accéptabwWells Fargo as
collateral in place of the funds held by Wells Farg

The reimbursement agreement, as amended, coniteémeial covenants that require, among other thitigg we maintain
a minimum tangible net worth (as defined in thenfirsement agreement) of $23 million plus 50% ¢fimeome from July 1,
2001 forward and a fixedharge coverage ratio (as defined in the reimbuesgiggreement) of no less than 1.25 to 1.00. W
required to demonstrate our compliance with thasmtial covenants as of the end of each calendgatey. On May 7, July 3
and October 27, 2008, the bank waived our comypliance with certain of the financial covenasgsforth in this facility for th
periods ended March 31, June 30 and Septembe088, Bespectively, each in consideration for a @32 non-refundable
waiver fee.
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Financial instruments

We conduct business in various countries using thethunctional currencies of those countries aheérocurrencies to
effect cross border transactions. As a result, mesabject to the risk that fluctuations in foreeathange rates between the
dates that those transactions are entered intthaidrespective settlement dates will result for@ign exchange gain or loss.
When practicable, we endeavor to match assetsaitities in the same currency on our balance saed those of our
subsidiaries in order to reduce these risks. W alhen appropriate, enter into foreign currenayti@cts to hedge exposures
arising from these transactions. We have not addmelge accounting under SFAS No. 133, “Accourfiam@erivatives and
Hedging Activities,” as amended by SFAS No. 137 8RAS No. 138, and we recognize all gains and ®oésalized or
unrealized) in cost of sales in our Consolidateteéshents of Operations.

We believe that the financial instruments that \weehentered into are not material to our resultgpefrations or financial
condition and that they are beneficial to the manaent of the foreign currency exposure arising foamglobal operations.
The dollar equivalent of our foreign currency cants and their related fair values as of Septerd@e2008 and December 31,
2007 were as follows:

Table 15
Foreign Currency
Purchase Contracts
(in thousands 2008 2007
Notional amoun $ 1,074 $ 2,90¢
Fair value 1,041 2,891
Net unrealized gain (los $ 33 $ (14)

At September 30, 2008 and December 31, 2007, thienad amount of these contracts at their respeciattlement dates
amounted to $1.1 million and $2.9 million, respeely. The 2008 and 2007 contracts related primaoilgurchases of inventa
from third parties. The notional amount of the fhage contracts aggregated 1.2 million Swiss frands3.3 million Swiss
francs, respectively.

The net fair value of all foreign exchange consadtSeptember 30, 2008 and December 31, 200 ¢texfl@aominal
unrealized losses. The foreign currency contragtstanding at September 30, 2008 expire at vatimes between October 2
2008 and November 19, 2008. The foreign currencyraots outstanding at December 31, 2007 expiredr&ius times
between January 3, 2008 and February 13, 2008.

Changes in the fair value of derivatives are reedrit cost of sales in our Consolidated Statem&f@perations.
Depending on their fair value at the end of theorépg period, derivatives are recorded eitherrigpaid expenses and other
current assets or in accrued liabilities in our &didated Balance Sheets.

The total impact of foreign currency items on tren@ensed Consolidated Statements of Operatioriedajuarter and
nine months ended September 30, 2008 were gassedp of $(0.2) million and $0.2 million, respeetiy compared to nomin
gains for the quarter and nine months ended Segtesth 2007.

Stockholders’ equity

Stockholders’ equity decreased by $6.2 million 88.% million at September 30, 2008, from $104.8ianilat
December 31, 2007. This decrease was comprisedrd&0 million net loss for the first nine monthfs2008 and $0.5 million
of foreign currency translation adjustments incilidteaccumulated other comprehensive income fofitsenine months of
2008, partially offset by:

e $1.1 million of net proceeds from stock optiorerises and restricted stock awards during therfire months of
2008; anc

e $1.1 million of stock compensation expense reedid stockholders’ equity in accordance with SI¥G 123(R)
during the first nine months of 20C
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Recent Accounting Pronouncements
See Note 14 to the Condensed Consolidated Fina®@gments for a discussion of recent accountingquncements.
Critical Accounting Policies and Significant Estimades

For a discussion of our critical accounting pokcénd estimates, refer to “Management’s DiscussmhAnalysis of
Financial Condition and Results of Operations-€aitiAccounting Policies and Estimates” in our AnrRaport on Form 10-K
for the year ended December 31, 2007.

Forward-Looking Statements

Certain statements made in this Quarterly Repofam 10-Q that are not statements of historicalusrent facts are
forward-looking statements within the meaning & Brivate Securities Litigation Reform Act of 19%%rward-looking
statements may involve known and unknown risksetamties and other factors that may cause oumbotsults, performant
or achievements to be materially different frontdnigal results or from any future results expresseimplied by such
forward-looking statements.

In addition to statements that explicitly descripeh risks and uncertainties, readers are urgedrisider statements in
future or conditional tenses or that include tesmsh as “believes,” “belief,” “expects,” “intendsdnticipates” or “plans” to be
uncertain and forward-looking. Forwalabking statements may include comments as to eligfs and expectations as to ful
events and trends affecting our business. Forwaoklithg statements are based upon management'sitexgectations
concerning future events and trends and are nedgs#ject to uncertainties, many of which areside of our control. The
factors stated under the heading “Cautionary Statésrand Risk Factors” set forth below and thoseriteed in our other SEC
reports, including our Form 10-K for the year en@estember 31, 2007, as well as other factors, coalde actual results to
differ materially from those reflected or prediciadorward-looking statements.

Any forward-looking statements are based on managémbeliefs and assumptions, using informatiomently available
to us. We assume no obligation, and do not intendpdate these forward-looking statements.

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 from those et#e in or suggested by forward-looking statemehuty. forward-looking
statement you read in this Quarterly Report on FbOR@ reflects our current views with respect tiufa events and is subject
to these and other risks, uncertainties and assomsptelating to our operations, results of operatj growth strategy and
liquidity. All subsequent written and oral forwalabking statements attributable to us or individuatting on our behalf are
expressly qualified in their entirety by this paiaggh. You should specifically consider the facidentified or referred to in th
Form 10-Q and our other SEC reports, includingAnmual Report on Form 1R-for the year ended December 31, 2007, w
would cause actual results to differ from thosemefd to in forward-looking statements.
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Cautionary Statements and Risk Factors

We recognize that we are subject to a number ké asnd uncertainties that may affect our futuréguerance. The risks
and uncertainties described below are not the asitg and uncertainties that we face. Additionsiksiand uncertainties not
currently known to us or that we currently deemtodie material also may impair our business ofmrst If any of the
following risks actually occur, our business, résof operations and financial condition could eufin that event the trading
price of our Common Stock could decline, and yow toae all or part of your investment in our Comn&tock. The risks
discussed below also include forward-looking statets, and our actual results may differ substdptiedm those discussed in
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 intangiblsets, which could adversely impact our future ea®iand stock price
as well as our ability to obtain financir

the potential that we may have to restate our firstatements
our stock may be delisted if we fail to file ourjoelic filings required to be filed with the SEC artimely basis

any failure, inadequacy, interruption, or seguldipse in the enterprise resource systems oretated technology that
we rely on could adversely affect our ability téeetively operate our busines

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

the impact of material weaknesses in our interoatrol over financial reporting, which negativetgpacts our abilit
to report our results of operations and financdaddition accurately and in a timely manr

our ability to successfully centralize and tréinsi to a new shared service center for most adnative functions for
all of our European subsidiarie

changes in enerr-related expense

the effect new pronouncements by accounting aitig®may have on operational, financial and répgraspects of
our Company

our success in entering new market places and rog@ind integrating new business

the impact of the mix of products on our gross iprofrgin, which could cause fluctuations in out ileome 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.intgase or our revenue from such operations mesedse, which
could have a significant impact on our overall fessaf operations and financial conditic

political and economic events and the uncertdnomyn them may have a material adverse effect amaarket
opportunities

laws that inhibit takeover:
variations in our operating results from quarteqtarter,;
the low daily trading volume of our Common Stockldine volatility of our stock price

dilution of ownership and negative impact on therket price of our common stock due to the exerafoour
outstanding stock option



our ability to issue preferred stock; a

our debt level
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For a more detailed discussion of such risks ameéainties, see “ltem 1A. Risk Factors” in our AahReport on Form
10-K for the year ended December 31, 2007 andiskdactors noted in our other SEC filings.

Except as required by the federal securities lavesyndertake no obligation to publicly update atise any forward-
looking statement, whether as a result of new médion, future events or otherwise.

Item 3. Quantitative and Qualitative Disclosures Alout Market Risk.

For a discussion of market risks at December 3Q7 2fefer to “ltem 7A. Quantitative and QualitatiDesclosures about
Market Risk,” in our Annual Report on Form 10-K tbe year ended December 31, 2007. During therfirt months of 2008,
there were no material changes or developmentsubiaid materially alter the market risk assessnpentormed as of
December 31, 2007, except as discussed in thedity@ind Capital Resource section under Finanaistriments.

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

As of September 30, 2008, we carried out an evialmatinder the supervision and with the particiqpaif our
management, including our Chief Executive Officed £hief Financial Officer, of the effectivenesstod design and operation
of our disclosure controls and procedures (as ddfin Rules 13a-15(e) and 15d-15(e) of the Seesriixchange Act of 1934,
as amended (the “Exchange Act”)) pursuant to RUBzs15 and 15d-15 under the Exchange Act. Theseadeand procedures
are designed to provide assurance that informagiquired to be disclosed in the reports that weedil submit under the
Exchange Act is recorded, processed, summarizedegadted within the time periods specified in 8#C's rules and forms
and that such information is accumulated and conicated to management, including our Chief Execu@¥icer and Chief
Financial Officer, in a manner that is intendedtow timely decisions regarding required disclesur

As a result of this evaluation and recognizingrttederial weaknesses that we identified in our AhiReport on Form 10-
K for the year ended December 31, 2007, we deteruntinat our disclosure controls and proceduresiresdaneffective as of
September 30, 2008. In making this determinatianfaok into account the remedial actions that veetaking, have taken and
have disclosed with respect to these material wesdas and our belief, which is discussed below, $hibject to the testing of
the effectiveness of our remedial actions as ofeldmer 31, 2008, we have substantially completedetitmediation of those
material weaknesses. Notwithstanding our effohiste is a risk that we ultimately may be unabladbieve the goal of fully
remedying these material weaknesses and that thective actions that we have implemented andrapgementing may not
fully remedy the material weaknesses that we hdeetified and disclosed or prevent similar or ott@ntrol deficiencies or
material weaknesses from having an adverse impastiobusiness and results of operations or olityatn timely make
required SEC filings in the future.

In any case, based on a number of factors, inojudim performance of manual procedures to proviger@nce of the
proper collection, evaluation and disclosure ofittfiermation included in our consolidated finan@#tements, management
has concluded that the consolidated financial states included in this Quarterly Report on FormQ@airly present, in all
material respects, our financial position, resafteperations and cash flow for the periods presgimt conformity with GAAP
and that they are free of material errors.

Internal control over financial reporting

Our management is responsible for establishingnaaidtaining adequate internal control over finaha@@orting, as such
term is defined in Rules 13a-15(f) and 15d-15(Rlemthe Exchange Act. Internal control over finahcgéporting is a process
designed under the supervision of our principatagee and principal financial officers to provideasonable assurance
regarding the reliability of financial reportingdthe preparation of financial statements for exdepurposes in accordance
with GAAP.

Under the supervision and with the participatiomof management, including our Chief Executive €ffiand Chief
Financial Officer, we conducted an evaluation & d¢fifectiveness of our internal control over finahoeporting as of
September 30, 2008 based on the criteria estatlishaternal Control — Integrated Framework issbgdhe Committee of
Sponsoring Organizations of the Treadway Commis§ic@SO").
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As a result of the material weaknesses describedriinnual Report on Form 10-K for the year enBedember 31,
2007, our management concluded that as of Septe3h&008 we did not maintain effective internahtrol over financial
reporting based on the criteria established inri@ieControl-Integrated Framework 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 been vgptiiidentify and remedy the causes of the problgrasled to the
existence of those material weaknesses, and wevbedlat:

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

* we have, except as otherwise noted below aneésutg the completion of testing that we are cotidgand
plan to complete as of December 31, 2008, remeglibdtantially all of these material weaknesses;

* we are continuing to implement additional appiatercorrective measures to enable us to deterthate¢hose
material weaknesses have been fully reme

With respect to testing, we have adopted, and pdrsluring the first nine months of 2008, a progthat is designed to
evaluate whether the remedial actions we have thkea been in effect for a sufficient period ofdibe determine their
effectiveness as well as to test the effectivenésisose remedial actions. Notwithstanding our iéfathere is a risk that we
ultimately may be unable to achieve the goal df/ftemedying these material weaknesses and thaottiective actions that \
have implemented and are continuing to implement nw fully remedy the material weaknesses thahae identified or
prevent similar or other control deficiencies orntenal weaknesses from having an adverse impaotiobusiness and results
operations or our ability to timely make requirddCSfilings 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 review of mventory costing system, w

e  Transitioned away from spreadsheet-based loolkandscalculations and set-up enterprise resource
planning “ERF") system reports to retrieve and validate data fapua inventory account

*  Set up reports and schedules in our ERP systdim teserve amounts into in order to better asaocerate
information and reporting

* Added an additional level of review for manual cédgions; anc
* Activated ERP system functionality to eliminateta@r manual processe

2. With respect to the ineffective design apdration of controls for certain inventory shipnseahd recognition of the
related revenue, wi

*  Worked with the third-party service provider that utilized for outsourcing logistics and warehogsof
our spare-parts inventory and certain of our fiaslgoods supply activities to provide more timeig a
accurate information; ar

. Implemented specific period-end cut-off testingehsure that revenue and expenses are being eelciord
proper periods

Subject to testing, we believe that no additioeahedial actions were necessary in the third quaft2008.

There were no material changes in our internalrobot/er financial reporting during the period cos by this Quarterly
Report on Form 10-Q that have materially affectedare reasonably likely to materially affect, anbernal control over
financial reporting.
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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 fiee Northern District of lllinois (Eastern Divigipasserting that we engage in
anticompetitive behavior with respect to resinsiusdarge-frame stereolithography machines. Themaint further asserts
that we are infringing two of DSM Desotech’s pasarlating to stereolithography machines. We uridadsthat DSM
Desotech estimates the damages associated witliitss to be in excess of $40 million. On or abhwte 6, 2008, we filed a
motion to dismiss the non-patent causes of actdmalso filed an answer to the patent-related damd asserted various
defenses and counterclaims. We intend to vigorotmhtest all of the claims asserted by DSM Desotech

We are also involved in various other legal matiecglental to our business. Our management bedieaféer consulting
with counsel, that the disposition of these otkgal matters will not have a material effect on camsolidated results of
operations or consolidated financial position.

Item 1A. Risk Factors.

There have been no material changes from theaistioifs as previously disclosed in our Annual ReporEorm 10-K for
the year ended December 31, 2007.
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Item 6. Exhibits.

The following exhibits are included as part of tfiimg and incorporated herein by this reference:

3.1

3.2

3.3

3.4

3.5

3.6

3.7

3.8

3.9

Certificate of Incorporation of Registrant. (Incorpted by reference to Exhibit 3.1 to Form 8-Bditen August 16, 1993,
and the amendment thereto, filed on Fo-B/A on February 4, 1994

Amendment to Certificate of Incorporation filed bray 23, 1995. (Incorporated by reference to Ext8htto Registrant’s
Registration Statement on Forr-2/A, filed on May 25, 1995.

Certificate of Designation of Rights, Preferenced Rrivileges of Preferred Stock. (Incorporateddfgrence to Exhibit 2
to Registrar’s Registration Statement on For-A filed on January 8, 199€

Certificate of Designation of the Series B CondetiPreferred Stock, filed with the Secretary @t&of Delaware on
May 2, 2003. (Incorporated by reference to Exthltto Registra’s Current Report on Forn-K, filed on May 7, 2003.

Certificate of Elimination of Series A Preferredb&k filed with the Secretary of State of DelawaneMarch 4, 2004.
(Incorporated by reference to Exhibit 3.6 of Regist's Annual Report on Form 10-K for the year eh@&cember 31,
2003, filed on March 15, 2004

Certificate of Amendment of Certificate of Incorption filed with Secretary of State of Delawarehday 19, 2004.
(Incorporated by reference to Exhibit 3.1 of thegReant’'s Quarterly Report on Form 10-Q for theerly period ended
June 30, 2004, filed on August 5, 20C

Certificate of Amendment of Certificate of Incorption filed with Secretary of State of Delawarehay 17, 2005.
(Incorporated by reference to Exhibit 3.1 of thgR&ant's Quarterly Report on Form 10-Q for thaderly period ended
June 30, 2005, filed on August 1, 20C

Certificate of Elimination of Series B Preferread&k filed with the Secretary of State of DelawaneJane 9, 2006.
(Incorporated by reference to Exhibit 3.1 of Rewgis’'s Current Report on Forn-K, filed on June 9, 2006

Amended and Restated By-Laws. (Incorporated byeafee to Exhibit 3.2 of Registrant’s Current RemortForm 8-K
filed on December 1, 200¢

31.1 Certification of Principal Executive Officer filguursuant to Section 302 of the Sarbanes-Oxley A2062 dated

November 5, 200¢

31.Z Certification of Principal Financial Officer filegursuant to Section 302 of the Sarbanes-Oxley A2062 dated

November 5, 200¢

32.1 Certification of Principal Executive Officer filgolirsuant to 18 U.S.C. Section 1350, as adoptedipnt$o Section 906 «

the Sarban«Oxley Act of 2002 dated November 5, 20

32.2 Certification of Principal Financial Officer filegursuant to 18 U.S.C. Section 1350, as adoptedipat$o Section 906 of

the Sarban«Oxley Act of 2002 dated November 5, 20
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SIGNATURE

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

3D SrsTEMS CORPORATION

By: /s/ DAMON J. CREGOIRE
Damon J. Gregoire
Vice President and Chief Financial Officer
(Principal Financial Officer)
(Duly Authorized Officer

Date: November 5, 2008
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EXHIBIT INDEX
Exhibit

No. Description

31.1 Certification of Principal Executive Officer filgoursuant to Section 302 of the Sarbanes-Oxley A2062
dated November 5, 200

31.2 Certification of Principal Financial Officer filegpursuant to Section 302 of the Sarbanes-Oxley A2D62
dated November 5, 200

32.1 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 November 5, 20

32.2 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 November 5, 20
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Exhibit 31.1

Certification of
Principal Executive Officer of
3D Systems Corporation

I, Abraham N. Reichental, certify that:

1.
2.

I have reviewed this report on Form-Q of 3D Systems Corporatio

Based on my knowledge, this report does niotaio any untrue statement of a material fact oit torstate a material fact
necessary to make the statements made, in ligheafircumstances under which such statements wade, not
misleading with respect to the period covered liy tport;

Based on my knowledge, the financial statememtd other financial information included in théport, fairly present in
all material respects the financial condition, tesaf operations and cash flow of the registrantf and for, the periods
presented in this repol

The registrant’s other certifying officer anare responsible for establishing and maintainiisglosure controls and
procedures (as defined in Exchange Act Rules 13a}Hxd 15d-15(e)) and internal control over finaheporting (as
defined in Exchange Act Rules -15(f) and 15-15(f)) for the registrant and hay

(@) Designed such disclosure controls and phaess, or caused such disclosure controls and guoes to be designed
under our supervision, to ensure that materiarmédion relating to the registrant, including itmsolidated
subsidiaries, is made known to us by others with@se entities, particularly during the period ihigh this report is
being preparec

(b) Designed such internal control over finahcgporting, or caused such internal control divemcial reporting to be
designed under our supervision, to provide readeradsurance regarding the reliability of financegorting and the
preparation of financial statements for externappsaes in accordance with generally accepted atioguprinciples;

(c) Evaluated the effectiveness of the registsadisclosure controls and procedures and preddntthis report our
conclusions about the effectiveness of the discisantrols and procedures, as of the end of thegeovered by
this report based on such evaluation;

(d) Disclosed in this report any change inrdmgistrant’s internal control over financial repogt that occurred during the
registrant’s most recent fiscal quarter (the regidts fourth fiscal quarter in the case of an admeaport) that has
materially affected, or is reasonably likely to erélly affect, the registrard’internal control over financial reportir
and

The registrant’s other certifying officer anldave disclosed, based on our most recent evaluafiinternal control over
financial reporting, to the registrant’s auditorglahe audit committee of the registrant’s boardicéctors (or persons
performing the equivalent function:

(&) All significant deficiencies and materiadaknesses in the design or operation of internarabover financial
reporting which are reasonably likely to adversafect the registrant’s ability to record, processnmarize and
report financial information; an

(b) Any fraud, whether or not material, thatatves management or other employees who havendisamnt role in the
registran’'s internal control over financial reportir

Date: November 5, 2008

By: /s/ ABRAHAM N. REICHENTAL

Abraham N. Reichent:
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.
2.

I have reviewed this report on Form-Q of 3D Systems Corporatio

Based on my knowledge, this report does niotaio any untrue statement of a material fact oit torstate a material fact
necessary to make the statements made, in ligheafircumstances under which such statements wade, not
misleading with respect to the period covered liy tport;

Based on my knowledge, the financial statememtd other financial information included in théport, fairly present in
all material respects the financial condition, tesaf operations and cash flow of the registrantf and for, the periods
presented in this repol

The registrant’s other certifying officer anare responsible for establishing and maintainiisglosure controls and
procedures (as defined in Exchange Act Rules 13a}Hxd 15d-15(e)) and internal control over finaheporting (as
defined in Exchange Act Rules -15(f) and 15-15(f)) for the registrant and hay

(@) Designed such disclosure controls and phaess, or caused such disclosure controls and guoes to be designed
under our supervision, to ensure that materiarmédion relating to the registrant, including itmsolidated
subsidiaries, is made known to us by others with@se entities, particularly during the period ihigh this report is
being preparec

(b) Designed such internal control over finahcgporting, or caused such internal control divemcial reporting to be
designed under our supervision, to provide readeradsurance regarding the reliability of financegorting and the
preparation of financial statements for externappsaes in accordance with generally accepted atioguprinciples;

(c) Evaluated the effectiveness of the registsadisclosure controls and procedures and preddntthis report our
conclusions about the effectiveness of the discisantrols and procedures, as of the end of thegeovered by
this report based on such evaluation;

(d) Disclosed in this report any change inrdmgistrant’s internal control over financial repogt that occurred during the
registrant’s most recent fiscal quarter (the regidts fourth fiscal quarter in the case of an admeaport) that has
materially affected, or is reasonably likely to erélly affect, the registrard’internal control over financial reportir
and

The registrant’s other certifying officer anldave disclosed, based on our most recent evaluafiinternal control over
financial reporting, to the registrant’s auditorglahe audit committee of the registrant’s boardicéctors (or persons
performing the equivalent function:

(&) All significant deficiencies and materiadaknesses in the design or operation of internarabover financial
reporting which are reasonably likely to adversafect the registrant’s ability to record, processnmarize and
report financial information; an

(b) Any fraud, whether or not material, thatatves management or other employees who havendisamnt role in the
registran’'s internal control over financial reportir

Date: November 5, 2008

By: /s/ DamON J. GREGOIRE

Damon J. Gregoir
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 Sect8f¥6 of the Sarbanes-Oxley Act of 2002 and acconagathie Quarterly
Report on Form 10-Q (the “Form 10-Q”) for the geatnded September 30, 2008 of 3D Systems Corportie “Issuer”).

I, Abraham N. Reichental, the Principal Executivii¢@r of the Issuer, certify that, pursuant tol&.C. § 1350, as
adopted pursuant to 8906 of the Sarbanes-Oxley®2002, to the best of my knowledge:

(i) the Form 10-Q fully complies with the recginents of Section 13(a) or Section 15(d) of theuites Exchange Act
of 1934; anc

(i) the information contained in the Form 10/Rrly presents, in all material respects, thaficial condition and results
of operations of the Issue

Date: November 5, 2008

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

A signed original of this written statement reqdit®ey Section 906 has been provided to 3D SystemgdZation and will
be retained by 3D Systems Corporation and furnisbélde Securities and Exchange Commission otaf$ spon request.



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 Sect8f¥6 of the Sarbanes-Oxley Act of 2002 and acconagathie Quarterly
Report on Form 10-Q (the “Form 10-Q”) for the geatnded September 30, 2008 of 3D Systems Corportie “Issuer”).

I, Damon J. Gregoire, the Principal Financial Gifiof the Issuer, certify that, pursuant to 18 0. 1350, as adopted
pursuant to 8906 of the Sarbanes-Oxley Act of 26@#e best of my knowledge:

(i) the Form 10-Q fully complies with the recginents of Section 13(a) or Section 15(d) of theuites Exchange Act
of 1934; anc

(i) the information contained in the Form 10/Rrly presents, in all material respects, thaficial condition and results
of operations of the Issue

Date: November 5, 2008

/s/ DAMON J. CREGOIRE
Name: Damon J. Gregoir¢

A signed original of this written statement reqdit®ey Section 906 has been provided to 3D SystemgdZation and will
be retained by 3D Systems Corporation and furnisbélde Securities and Exchange Commission otaf§ spon request.



