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PART I. — FINANCIAL INFORMATION

Iltem 1. Financial Statements.

3D SYSTEMS CORPORATION
CONDENSED CONSOLIDATED BALANCE SHEETS
(Unaudited)

(in thousands, except par value)
ASSETS
Current asset:
Cash and cash equivalel
Accounts receivable, net of allowance for doubdfttounts of $3,792 (2012) and $3,019 (2(
Inventories, net of reserves of $3,804 (2012) ah84R (2011
Prepaid expenses and other current a:
Current deferred income tax
Restricted cas
Total current asse
Property and equipment, r
Intangible assets, n
Goodwill
Long term deferred income tax
Other assets, n
Total asset

LIABILITIES AND EQUITY

Current liabilities:

Current portion of capitalized lease obligatit

Accounts payabl

Accrued and other liabilitie

Customer deposit

Deferred revenu

Total current liabilities

Long term portion of capitalized lease obligatis
Convertible senior notes, n
Deferred income tax liabilit
Other liabilities

Total liabilities
Commitments and Contingenci
Stockholder' equity:

Preferred stock, authorized 5,000 shares, noned:

Common stock, $0.001 par value, authorized 120gb@@es; 55,841 (2012) and 50,975 (2011) is:

Additional paic-in capital

Treasury stock, at cost: 343 (2012) and 324 shafikl)
Accumulated defici

Accumulated other comprehensive inca

Total stockholdel' equity
Total liabilities and stockholde’ equity

See accompanying notes to condensed consolidaiucfal statements.
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June 30, December 31
2012 2011
$158,50: $ 179,12
63,90: 51,19¢
39,99 25,28:

2,76¢€ 2,241
7,413 3,52¢
12 13
272,58 261,38(
35,70¢ 29,59«
99,15¢ 54,04(
217,27! 107,65:
46C 3,19¢
7,15k 7,11¢
$632,33¢ $ 462,97
$ 157 $ 162
34,22 25,91
19,25« 16,81¢
3,78¢ 3,39¢
15,65¢ 12,73t
73,08( 59,02
7,53¢ 7,60¢
132,79¢ 131,10
23,62% 3,66¢
11,22¢ 6,781
248,26! 208,18t
56 51
391,14: 274,54,
(22€) (214)
(8,019 (22,53))
1,121 2,94(
384,07: 254,78t
$632,33¢ $ 462,97
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3D SYSTEMS CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME

(Unaudited)

(in thousands, except per share amounts)
Revenue
Products
Services
Total revenue
Cost of sales
Products
Services
Total cost of sale
Gross profit
Operating expense
Selling, general and administrati
Research and developmt
Total operating expens
Income from operatior
Interest and other expense (income),
Income before income tax
Provision for (benefit of) income tax
Net income
Other comprehensive incor
Unrealized gain on pension obligati
Foreign currency translation gain (lo:
Comprehensive incorr

Net income per sha— basic
Net income per sha— diluted

See accompanying notes to condensed consolidaiucfal statements.
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Quarter Ended June 30,

Six Months Ended June 30,

2012

2011

2012

2011

$52,27 $32,61( $101,67. $ 61,75¢
31,33t 22,51 59,85¢ 41,27
83,61(  5512¢  161,53( 103,02
23,848 15,97 46,89: 29,72:
16,797 13,95 32,81 24,90:
40,64: 29,92t 79,70¢ 54,62
42,96¢  25,20: 81,82 48,40(
24,04¢  14,15¢ 47,99 27,12
4,921 3,04: 9,85¢ 5,86¢
28,96(  17,20: 57,85: 32,98t
13,99¢ 8,001 23,96¢ 15,41:
3,74( 107 6,42: (18¢)
10,25¢ 7,89¢ 17,54’ 15,60"
1,93¢ (5,479 3,03t (4,59
$ 832¢ $1337¢ $ 1451 $ 20,19
$ 13 3 2 3 7 % 5
(3,016) 1,501 (1,826) 2,62:
$ 5321 $1487¢ $ 1269 $ 22,82
$ 01¢€ $ 027 $ 02 $ 041
$ 01 $ 026 $ 026 $ 0.4C
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3D SYSTEMS CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)
Six Months Ended June 30,
(in thousands) 2012 2011
Cash flows from operating activitie
Net income $ 1451 $ 20,19
Adjustments to reconcile net income to net caskigeal by operating activitie:
Provision for (benefit of) deferred income ta: 1,301 (5,472
Depreciation and amortizatic 10,67¢ 5,00(
Nor-cash interest on convertible no 1,94z —
Provision for bad debt 904 55¢
Stocl-based compensatic 2,48( 1,23¢
(Gain) loss on the disposition of property, equiptrend investment (4549) —
Changes in operating accour
Accounts receivabl (4,980 (1,69€)
Inventories (9,459 (3,900
Prepaid expenses and other current a: 20 (957)
Accounts payabl 4,111 (3,750
Accrued liabilities 12¢ (3,377%)
Customer deposit (280) (929
Deferred revenu 71€ (909)
Other operating assets and liabilit (250 223
Net cash provided by operating activit 21,37¢ 6,232
Cash flows from investing activitie
Purchases of property and equipm (1,5572) (97¢)
Additions to license and patent co (389) (217
Cash paid for acquisitions, net of cash assu (147,51) (27,975
Net cash used in investing activit| (149,459 (29,169
Cash flows from financing activitie
Proceeds from issuance of common sl 106,91. 62,05¢
Proceeds from exercise of stock options and réstristock 897 2,281
Repayment of capital lease obligatic (81) (112
Restricted cas 1 (207)
Net cash provided by financing activiti 107,72¢ 64,01¢
Effect of exchange rate changes on ¢ (2749) 57€
Net increase (decrease) in cash and cash equis (20,619 41,66(
Cash and cash equivalents at the beginning oféheq 179,12( 37,34¢
Cash and cash equivalents at the end of the p $ 158,50: $ 79,00¢
Supplemental Cash Flow Information:
Interest payment $ 430 $ 282
Income tax paymen 771 44F
Non-cash items
Transfer of equipment from inventory to propertyl @aguipment, net(e 1,58( 1,102
Transfer of equipment to inventory from propertyl @guipment, net(k (1,009 38
Stock issued for acquisitions of busines 6,604 2,04z

(@ Inventory is transferred from inventory to peoly and equipment at cost when the Company regjauditional machines for training,
training, demonstration or sh-term rentals

(b) In general, an asset is transferred from pityrd equipment, net into inventory at its netlbwealue when the Company has identified
a potential sale for a used machine. The machireni®ved from inventory upon recognition of thees

See accompanying notes to condensed consolidaiucfal statements.
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3D SYSTEMS CORPORATION
CONDENSED CONSOLIDATED STATEMENT OF EQUITY

(Unaudited)
Common Stock Treasury Stock Accumulated

Other Total

Par Additional Accumulated Comprehensive Stockholders’
Value Paid In

(I'n thousands, except par value) Shares $0.00: Capital Shares  Amount Deficit Income Equity
Balance at December 31, 2011 50,97¢ $ 51 $274,54. 324 $(2149) $ (2253) $ 2,940 $ 254,78t
Exercise of stock optior 10t — (a) 562 — — — — 562
Issuance (repurchase) of restricted stock 347 — (a) 347 19 (14) — — 333
Issuance of common sto 4,151 5 106,90¢ 106,91
Issuance of stock for acquisitio 263 — (a) 6,60: 6,60:
Stocl-based compensation expel — — 2,18C — — — — 2,18(
Net income — — — — — 14,51 — 14,51
Gain on pension pla— unrealizec — — — — — — 7 7
Foreign currency translation adjustm — — — — — — (1,82€) (1,82€)
Balance at June 30, 20 55,84 $ 56 $391,14: 343 $(228) $ (8,019 $ 1,121 $ 384,07

@ Amounts not shown due to roundit
See accompanying notes to condensed consolidaiucial statements.
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3D SYSTEMS CORPORATION
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATE MENTS
(Unaudited)

(1) Basis of Presentation

The accompanying unaudited condensed consolidetaddial statements include the accounts of 3DeBystCorporation and its
subsidiaries (collectively, the “Company”). All sidicant intercompany transactions and balanceg l@en eliminated in consolidation. The
unaudited condensed consolidated financial stateni@ve been prepared in accordance with genexatigpted accounting principles in the
United States of America (“GAAP”) and the rules aadulations of the Securities and Exchange Comomg$SEC”) applicable to interim
reports. Accordingly, they do not include all tndormation and notes required by GAAP for compfetancial statements and should be read
in conjunction with the audited financial statenseincluded in the Company’s Annual Report on Fof¥K1(“Form 10-K”) for the year
ended December 31, 2011.

In the opinion of management, the unaudited corebnensolidated financial statements contain gllsachents, consisting of
adjustments of a normal recurring nature, necegsauyesent fairly the financial position, resufsoperations and cash flows for the periods
presented. The results of operations for the quarté six months ended June 30, 2012 are not redgsadicative of the results to be
expected for the full year.

The preparation of financial statements in accardamith GAAP requires management to make estinatdsassumptions that affect
the amounts reported in the financial statementtud results may differ from those estimates asslimptions.

Certain prior period amounts presented in the apamying footnotes have been reclassified to contorourrent year presentation.
All amounts presented in the accompanying footnategresented in thousands, except for per shimeriation.

The Company has evaluated subsequent events fedath of the condensed consolidated balance streagh the date of the filing
this Form 10-Q. During this period, the Companyselb the acquisition of Viztu Technologies, Inc. Sie¢e 2 and Note 16 for a description
of subsequent events.

Recent Accounting Pronouncements

No new accounting pronouncements issued or efiechiving the second quarter of 2012 have had oexgrected to have a significant
impact on the Company’s consolidated financialestants.

(2) Acquisitions
The Company completed acquisitions in the secomdteguof 2012, which are discussed below.

On April 5, 2012, the Company acquired the outstamdhares of Fresh Fiber B.V. (“Fresh Fiber”), iimgvfrom a minority shareholder
to 100% ownership. Fresh Fiber designs and manketwative 3D printed accessories for retail consugiectronics. Fresh Fiber’s
operations have been integrated into the Compadyenincluded in products revenue. The fair valuine consideration paid for this
acquisition, net of cash acquired, was $1,243,dasehe Euro exchange rate at the date of aciquisiif which $848 was paid in cash and
$395 was paid in shares of the Company’s commarksifithese shares were issued in a private transaetempt from registration under the
Securities Act of 1933. The fair value of the cadlesation paid for this acquisition was allocatedh® assets purchased and liabilities asst
based on their estimated fair values as of theisitigpemn date, with any excess to be recorded aslgdl and is included in the table below
which summarizes second quarter 2012 acquisitibms.Fresh Fiber acquisition is not significanttte Company’s financial statements.

Subject to the terms and conditions of the acqaisiigreement, the seller has the right to earadalitional amount pursuant to an
earnout formula over a three-year period as sét forthe acquisition agreement. As of June 3022@h accrued liability of approximately
$1,779 was recorded for the earnout. The earnositdetermined to be acquisition consideration arcefore is reflected as part of goodwill.
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On April 10, 2012, the Company acquired Kodama i88)d_LC, which operates My Robot Nation, (“My Rdbdation”), a consumer
technology platform that provides intuitive, ganileelcontent creation for 3D printing. My Robot Natis operations have been integrated
into the Company and future revenue from this aitian will be reported in services revenue. Thevalue of the consideration paid for this
acquisition, net of cash acquired, was $2,749,latkv$1,499 was paid in cash and $1,250 was pastianes of the Company’s common
stock. These shares were issued in a private thosaxempt from registration under the Securifiesof 1933. The fair value of the
consideration paid for this acquisition was allechto the assets purchased and liabilities assia®e on the estimated fair values as of the
acquisition date, with any excess to be recordegbadwill, and is included in the table below whatimmarizes second quarter 2012
acquisitions. The My Robot Nation acquisition ig sgnificant to the Company’s financial statements

On April 17, 2012, the Company acquired the asselsaramount Industries (“Paramount”), a direcidapanufacturing provider of
product development solutions for aerospace andoaledkevice applications, from design to productidreertified end-use parts and
products. Paramount’s operations have been intjrato the Company and future revenue from thigisition will be reported in services
revenue. The fair value of the consideration paidtiis acquisition, net of cash acquired, was %3, ®f which $6,138 was paid in cash and
$1,815 was paid in shares of the Company’s comntaok sThese shares were issued in a private trioraxempt from registration under
the Securities Act of 1933. The fair value of tleasideration paid for this acquisition was allodaie the assets purchased and liabilities
assumed based on the estimated fair values as attfuisition date, with any excess to be recoasegbodwill, and is included in the table
below which summarizes second quarter 2012 acgrisitThe Paramount acquisition is not signifidanthe Company financial statemen

Subject to the terms and conditions of the acqaiséigreement, the seller has the right to earadalitional amount pursuant to an
earnout formula over a five-year period as setfortthe acquisition agreement. As of June 30, 28h2accrued liability of approximately
$2,420 was recorded for the earnout. The earnositdetermined to be acquisition consideration ardcefore is reflected as part of goodwill.
In connection with the acquisition the Company eedénto a lease agreement with the former own&asémount Industries pursuant to
which the Company agreed to lease the facilitieghath Paramount Industries conducts its operatidhe lease provides for an initial term
of five years, with options for two successive #igear terms.

On May 23, 2012, the Company acquired the shar8gsgioke Innovations, Inc. (“Bespoke”), a startugt is bringing a more personal
approach to the way a broad spectrum of medicatds\are developed and used. Bespoke developsgiaygr integrated scan, design and
print technology that is designed to deliver cusfdrrosthetics, orthotics and orthopedic devittest improve treatment and lifestyle
outcomes. Bespoke’s operations have been integirsttethe Company and future revenue from this a&itien will be reported in products
revenue. The fair value of the consideration paidlfiis acquisition, net of cash acquired, was &3 & which $4,064 was paid in cash and
$3,144 was paid in shares of the Company’s comntaok sThese shares were issued in a private trioraxempt from registration under
the Securities Act of 1933. Subject to the ternt @nditions of the acquisition agreement, theesglhave the right to a deferred payment of
$695. The fair value of the consideration paidtfis acquisition was allocated to the assets pgetthand liabilities assumed, based on the
estimated fair values as of the acquisition datth any excess to be recorded as goodwill, anddlided in the table below which
summarizes second quarter 2012 acquisitions. Thpdke acquisition is not significant to the Compaiiinancial statements.

The Company’s purchase price allocations for aeguoompanies are preliminary and subject to reviammore detailed analyses are
completed and additional information about fairnnabf assets and liabilities becomes available.arheunts related to the acquisitions of
these businesses were allocated to the assetsextquid the liabilities assumed and included inGbepany’s condensed consolidated
balance sheet at June 30, 2012 as follows:

(in thousands) 2012

Fixed assets $ 3,361
Intangible asset 21,50(
Other liabilities, net of cash acquired and asasssime 5,01¢
Net assets acquire $19,84¢

Subsequent acquisitions

In July 2012, the Company acquired the shares muViechnologies, Inc. (“Viztu”), the developertdfpr3D, an online platform that
allows anyone to turn their pictures and videos printable 3D creations. The fair value of thesidaration paid for this acquisition, net of
cash acquired, was $1,000, based on the exchategatthe date of acquisition, of which $500 waisl jpacash and $500 was paid in share
the Company’s common stock. These shares weredissweprivate transaction exempt from registratioder the Securities Act of 1933.

Due to the timing of this acquisition, the Compasiin the process of allocating the fair valueshaf assets purchased, liabilities assumed anc
other intangibles identified as of the acquisititate, with any excess to be recorded as goodwi#h. Company plans to integrate Viztu into
consumer solutions and future revenue from thisisdépn will be reported in services revenue. Migtu acquisition is not significant to the
Company’s financial statements.
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Subject to the terms and conditions of the acqarsiigreement, the seller has the right to eamadaitional amount up to $1,000, pursuant to
an earnout formula over a four-year period asa#h in the acquisition agreement.

(3) Inventories
Components of inventories, net at June 30, 201Zmwmber 31, 2011 were as follows:

(in thousands) 2012 2011

Raw materials $12,55¢ $ 8,791
Work in proces: 1,392 60¢€
Finished goods and pal 29,85: 18,42
Total cosi 43,79¢ 27,82t
Less: reserve (3,809 (2,547)
Inventories, ne $39,99¢ $25,28:

(4) Property and Equipment
Property and equipment at June 30, 2012 and Deae3db@011 were as follows:

(in thousands) 2012 2011 Useful Life (in years’
Land $ 541 $ 541 N/A
Building 9,20¢ 9,20¢ 25
Machinery and equipme 46,36¢ 36,77: 3-7
Capitalized softwar— ERP 3,17: 3,141 5
Office furniture and equipme 3,252 3,13¢ 5
Leasehold improvemen 6,46: 5,99¢ Life of leas®
Rental equipmer 54 56 5
Construction in progres 61€E 98C N/A
Total property and equipme 69,67 59,82¢

Less: Accumulated depreciation and amortiza (33,96¢6) (30,235

Total property and equipment, r $ 35,70t $ 29,59¢

(1) Leasehold improvements are amortized on agétirdine basis over the shorter of (i) their estiedbuseful lives and (ii) the estimated or
contractual life of the related lea:

Depreciation and amortization expense on propertyemuipment for the quarter and six months endad 30, 2012 were $2,162 and $4,.
respectively, compared to $1,480 and $3,049, réisedg for the quarter and six months ended Juhe2811.
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(5) Intangible Assets
Intangible assets other than goodwill at June B@22and December 31, 2011 were as follows:

2012 2011
Accumulated Accumulated
(in thousands) Gross Amortization Net Gross Amortization Net
Intangible assets with finite live
Licenses $ 587 $ (87H) $ — $587% $ (587 $ —
Patent cost 19,97( (13,939 6,037 16,37¢ (13,846 2,53
Acquired technolog 25,92( (12,009 14,917 11,01¢ (10,34% 67C
Internally developed softwa 17,841 (20,709 7,145 17,841 (9,989 7,86¢
Customer relationshiy 56,52( (4,577 51,94 32,974 (2,79¢  31,17¢
Non-compete agreemer 11,56¢ (2,750 8,81¢ 8,97¢ (2,890 7,08¢
Trade name 4,33( (438 3,892 1,951 (180) 1,771
Other 6,33¢ (2,695 3,64( 1,98¢ (1,74¢) 24C
Intangibles with indefinite lives
Trademarks 2,77(C — 2,77( 2,70C — 2,70(
Total intangible asse $151,13: $ (51,979 $99,15¢ $99,70: $ (45,667 $54,04(

For the six months ended June 30, 2012 and 20& Cdimpany capitalized $389 and $211, respectie¢lgosts incurred to acquire,
develop and extend patents in the United Statevaradus other countries.

Amortization expense for intangible assets forgharter and six months ended June 30, 2012 wa2Baytd $6,440, respectively,
compared to $1,111 and 1,951 for the quarter anthenths ended June 30, 2011.

Annual amortization expense for intangible assat®2012, 2013, 2014, 2015 and 2016 is expectee %ilB,610, $12,682, $12,656, $11,364
and $10,255, respectively.

(6) Accrued and Other Liabilities
Accrued liabilities at June 30, 2012 and Decemie2B11 were as follows:

(in thousands) 2012 2011
Compensation and benefits $ 9,22: $ 7,03¢
Vendor accrual 1,47¢ 1,64(
Accrued professional fe¢ 457 32¢
Accrued taxe! 4,31¢ 3,50(
Royalties payabl 557 302
Accrued interes 41€ 95C
Earnouts and deferred payments related to acauris 2,087 1,38¢
Accrued othe 72z 1,67¢
Total $19,25¢ $16,81¢

Other liabilities at June 30, 2012 and Decembe2B81]1 were as follows:

(in thousands) 2012 2011

Defined benefit pension obligation $ 3,73¢ $3,88¢
Long-term tax liability 80¢ 827
Earnouts and deferred payments related to acauris 6,45¢ 1,89¢
Other lon¢-term liabilities 22€ 172
Total $11,22¢ $6,781
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(7) Hedging Activities and Financial Instruments

The Company conducts business in various counisgg both the functional currencies of those coestand other currencies to eff
cross border transactions. As a result, the Comgasybject to the risk that fluctuations in foreigxchange rates between the dates that thos
transactions are entered into and their respestttéeement dates will result in a foreign exchagaim or loss. When practicable, the Comp
endeavors to match assets and liabilities in theesaurrency on its balance sheet and those dilitsidiaries in order to reduce these risks.
When appropriate, the Company enters into foreigneticy contracts to hedge exposures arising flmse transactions. The Company has
elected not to prepare and maintain the document&di qualify for hedge accounting treatment urAle€ 815, “Derivatives and Hedging,”
and therefore, all gains and losses (realized mralized) are recognized in “Interest and othereesp (income), net” in the condensed
consolidated statements of operations and compsaleeimcome. Depending on their fair value at theé ef the reporting period, derivatives
are recorded either in prepaid expenses and otinesrtt assets or in accrued liabilities on the emseéd consolidated balance sheet.

There were no foreign currency contracts outstapdinJune 30, 2012 or December 31, 2011.

The total impact of foreign currency transactionglte condensed consolidated statements of opesadiod comprehensive income for
the quarter and six months ended June 30, 201&tefl a loss of $1,035 and $515, respectively, apatpto a gain of $56 and $611,
respectively, for the quarter and six months enhiew: 30, 2011.

(8) Borrowings
5.5% senior convertible notes and interest expense

In November 2011, the Company issued $152,0005805.senior convertible notes due December 2016 hetes are senior
unsecured obligations and rank equal in right ghpent with all the Company’s existing and futuraise unsecured indebtedness. They are
also senior in right of payment to any subordinateigbtedness that the Company may incur in thedut

The notes accrue interest at the rate of 5.50%emr payable in cash semi-annually on June 15 a@neémber 15 of each year.

The following table summarizes the principal amsuarid related unamortized discount on convertibteshat June 30, 2012 and
December 31, 2011:

(in thousands) 2012 2011

Principal amount of convertible notes $152,00( $152,00(
Unamortized discount on convertible na (19,207) (20,897)
Net carrying valut $132,79¢ $131,10°

These notes are convertible into shares of the @agip Common Stock at an initial conversion rateiegjent to 46.6021 shares of
Common Stock per $1 principal amount of notes, Whépresents an initial conversion rate of apprexély $21.46 per share of Common
Stock. The conversion rate is subject to adjustrimecértain circumstances as more fully set fontkhie indenture covering the notes. As of
June 30, 2012, the stock price condition for cotilvidity of the notes was satisfied. The notes @vavertible in the quarter ending
September 30, 2012.

If converted, the aggregate principal amount ofrtbies then outstanding may be settled in casheslwd common stock, or a
combination thereof, at the Company'’s election.j&ettio the terms of the indenture, holders mayedrtheir notes at any time. The number
of shares of common stock the notes are conveitibdeis approximately 7,084. In certain circumstas provided for in the indenture, the
number of shares of common stock issuable uponassion of the notes may be increased, and witteibiggregate principal amount of the
notes. Unless earlier repurchased, redeemed oededy the notes will mature on December 15, 2016.

The notes were issued with an effective yield 86%6 based upon an original issue discount at 9810f.net proceeds from the
issuance of these notes, after deducting origgsald discount and capitalized issuance costs 6886amounted to $145,366. The capitalized
issuance costs are being amortized to interestnsepaver the life of the notes.

Upon certain terms and conditions, the Company ebagt to satisfy its conversion obligation withpest to the notes by paying cast
whole or in part, for specified aggregate princigalount of the notes. In the event of certain tygfdandamental changes, the Company will
increase the conversion rate by a number of additishares, up to a maximum of 9,031 shares, wddciates to a conversion price of
approximately $16.83 per share.
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(9) Stock-based Compensation Plans

The Company records stock-based compensation exfresslling, general and administrative expensékeé condensed consolidated

statements of operations and comprehensive incBtoek-based compensation expense for the quardesimmonths ended June 30, 2012
and 2011 was as follows:

Quarter Ended June 30, Six Months Ended June 30,
(in thousands) 2012 2011 2012 2011
Restricted stock awards $ 1,304 $ 847 $ 2,48( $ 1,23«

The number of shares of restricted common stockasdband the weighted average fair value per shaiiag the quarter and six
months ended June 30, 2012 and 2011 were as follows

Quarter Ended June 30,

2012 2011
Weighted Weighted
Shares Average Shares Average
(in thousands, except per share amounts) Awarded Fair Value Awarded Fair Value
Restricted stock award
Granted under the 2004 Incentive Stock F 73 $ 26.31 62 $ 25.8C
Granted under the 2004 Restricted Stock Plan fer-Employee
Directors 11 27.42 16 18.27
Total restricted stock awar: 84 $ 26.4t 78 $ 24.2
Six Months Ended June 30,
2012 2011
Weighted Weighted
Shares Average Shares Average
(in thousands, except per share amounts) Awarded Fair Value Awarded Fair Value
Restricted stock award
Granted under the 2004 Incentive Stock F 157 $ 24.22 154 $ 19.8-
Granted under the 2004 Restricted Stock Plan fer-Employee
Directors 11 27.4: 16 18.2:
Total restricted stock awar: 16¢€ $ 24.4: 17C $ 19.67

In the six months ended June 30, 2012, the Comgeanted restricted stock awards covering 157 sharesmmon stock pursuant to
the Company’s 2004 Incentive Stock Plan. Of the dfiates granted in the first six months of 20120fltBie shares were awarded to
executive officers of the Company. Additionally,tbé 157 shares granted in the first six month&0df2, 71 remained subject to acceptani
June 30, 2012. In the first six months of 2011,Gleenpany granted restricted stock awards coverbdgshares of common stock pursuant to
the Company'’s 2004 Incentive Stock Plan; 10 of Wwhiere awarded to executive officers of the Company

In the first six months of 2012 and 2011, respetyivthe Company granted 11 shares and 16 shasgmatively, of common stock pursuant
to the Company’s 2004 Restricted Stock Plan for-Ramployee Directors and stock compensation expnddon-Employee Directors for
the first six months of 2012 or 2011 was $300 aB@0$ respectively.
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(10) International Retirement Plan

The following table shows the components of neigaée benefit costs and other amounts recognizeétdrcondensed consolidated
statements of operations and comprehensive incontbéd quarter and six months ended June 30, 20d2@11:

Quarter Ended June 30, Six Months Ended June 30,
(in thousands) 2012 2011 2012 2011
Service cost $ 18 $ 43 $ 37 $ 57
Interest cos 31 48 64 64
Total $ 49 $ 91 $ 101 $ 121

(11) Earnings Per Share

The Company presents basic and diluted earningshage (“EPS"amounts. Basic EPS is calculated by dividing nebine available 1
common stockholders by the weighted average nuofi@mmon shares outstanding during the applicabted. Diluted EPS is calculated
by dividing net income by the weighted average nemdi common and common equivalent shares outstgretiring the applicable period.

The following table reconciles basic weighted agerautstanding shares to diluted weighted averatganding shares at June 30, 2
and 2011:

Quarter Ended June 30, Six Months Ended June 30,

(in thousands, except per share amounts) 2012 2011 2012 2011
Numerator:
Net income- numerator for basic net earnings per sl $ 8,32« $1337¢ $ 1451: $ 20,19t
Add: Effect of dilutive securitie

Interest expense on 5.50% convertible notes -tax) @ — — — —

Stock options and other equity compensa — — — —
Numerator for diluted earnings per sh $ 832« $1337¢ $ 1451. $ 20,19t
Denominator
Weighted average shar- denominator for basic net earnings per sl 51,77¢ 50,29¢ 51,04¢ 48,95(
Add: Effect of dilutive securitie

Stock options and other equity compensa 841 1,04¢ 851 1,054

5.50% convertible notes (af-tax) @ — — — —
Denominator for diluted earnings per sh 52,62( 51,34 51,89¢ 50,00¢
Earnings per shal

Basic $ 01 $ 027 $ 0.2¢ $ 041

Diluted $ 01 $ 026 $ 0.2¢ $ 04cC
Interest expense excluded from diluted earningspare®) $ 2,65¢ — $ 5,262 —
5.50% Convertible notes shares excluded from dilegrnings per sha® $ 7,08¢ — $ 3,52¢ —

@ Average outstanding diluted earnings per sharaulzlon excludes shares that may be issued uporecsion of the outstanding senior

convertible notes since the effect of their inamsivould have been a-dilutive.

For the quarter ended June 30, 2012, average corshawas for basic and diluted earnings per share Bi779 and 52,620,
respectively, and basic and diluted earnings parestvere both $0.16. For the quarter ended Jun203d, average common shares for basic
and diluted earnings per share were 50,298 andlBXe¢spectively, and basic and diluted earningspare were $0.27 and $0.26,
respectively.
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For the six months ended June 30, 2012, averagemoarshares for basic and diluted earnings per share 51,048 and 51,899, respectiv
and basic and diluted earnings per share were3®#8. For the six months ended June 30, 2011ageesommon shares for basic and
diluted earnings per share were 48,950 and 50 &§pkctively, and basic and diluted earnings peesiiare $0.41 and $0.40, respectively.

(12) Fair Value Measurements

ASC 820, “Fair Value Measurements and Disclosuréstihes fair value as the exchange price that evbelreceived for an asset or
paid to transfer a liability (an exit price) in tpencipal or most advantageous market for thetamskability in an orderly transaction betwe
market participants on the measurement date. ASGBD establishes a fair value hierarchy whicliireg an entity to maximize the use of
observable inputs that may be used to measuredhie:

Level 1 —Quoted prices in active markets for identical &sse liabilities;

Level 2 —Observable inputs other than Level 1 prices, sschuoted prices for similar assets or liabilitsoted prices in
markets that are not active; or other inputs thaidservable or can be corroborated by observaaiket data for substantially the full
term of the assets or liabilities; or

Level 3—Unobservable inputs that are supported by littla@mmarket activity and that are significant to thie value of the asse
or liabilities.

For the Company, the above standard applies toegshalents and senior convertible notes. The Gompuitilizes the market approe
to measure fair value for its financial assets latallities. The market approach uses prices ahdratelevant information generated by ma
transactions involving identical or comparable tssee liabilities.

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

Fair Value Measurements as of June 30, 2012

(in thousands) Level 1 Level 2 Level 3 Total
Description
Cash equivaleni® $117,41¢  $— $— $117,41¢

@ cash equivalents include funds held in money margttuments and are reported at their currenyayivalue, which approximates

fair value due to the short-term nature of thes&riments and are included in cash and cash eguigah the consolidated balance
sheet

The Company did not have any transfers of assetdiailities between Level 1 and Level 2 of th& fsalue measurement hierarchy
during the quarter and six months ended June 3(2.20

The carrying value of the senior convertible nae®f June 30, 2012 and December 31, 2011 was&8and $131,107, respectively,
net of the unamortized discount. As of June 3022xid December 31, 2011, the estimated fair vdltieeosenior convertible notes was
$150,508 and $149,615, respectively, based on duogeket prices. The Company determined the fdirevaf the convertible notes utilizing
transactions in the listed markets for identicasianilar liabilities. As such, the fair value ofetlsenior convertible notes is considered Level 2.

In addition to the financial assets included indbeve table, certain of our ndinancial assets and liabilities are to be inijiatieasure!
at fair value on a non-recurring basis. This inelsidems such as non-financial assets and liasilitiitially measured at fair value in a
business combination (but not measured at fairevedisubsequent periods) and non-financial, longdiassets measured at fair value for an
impairment assessment. In general, non-financgdtasand liabilities including goodwill, other inggible assets and property and equipment
are measured at fair value when there is an indicatf impairment and are recorded at fair valuly @hen impairment is recognized. The
Company has not recorded any impairments relatsddb assets and has had no other significantinandial assets or non-financial
liabilities requiring adjustments or write-downsféir value as of June 30, 2012 or December 311201
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(13) Income Taxes

The Company'’s effective tax rates were 18.9% an@%7or the quarter and six months ended June@IR,2espectively, compared to
(69.4%) and (29.4%) for the quarter and six moetided June 30, 2011, respectively.

The Company has utilized a portion of its U.S.deferred tax assets, against which there is a tratuallowance, in determining its
effective tax rate for 2012. The remainder of it$Lhet deferred assets, against which there $uati@n allowances, had been offset by the
recognition of deferred income tax liabilities frahe acquisitions of Z Corp, Vidar, My Robot Natiand Bespoke. These acquisitions
resulted in recognizing $502 of deferred incomeassets and $18,308 of deferred income tax lisgsilit

In conjunction with the Company’s ongoing reviewitsfactual results and anticipated future earnitigss Company assesses the
possibility of releasing the valuation allowanceegning on its U.S. net deferred tax assets. Tivere no releases of the valuation allowance
on deferred tax assets during the first six monft012; however, the Company'’s effective tax res been reduced as a result of the use of
U.S. net deferred tax assets against which thexevzéduation allowance. During the first six monémgled June 30, 2011, the Company
reversed $17,000 of the valuation allowance appbed.S. net deferred tax assets. The reversdleofaluation allowance resulted in a non-
cash income tax benefit of $6,221, which resulted benefit of 12 cents per share for the firsthsonths of 2011. As of June 30, 2012, the
Company has a valuation allowance remaining obi& net deferred tax assets of $4,999.

Tax years 2008 to 2011 remain subject to examindtjothe U.S. Internal Revenue Service. The Compasyutilized a portion of its
U.S. loss carryforwards covering the years 199@ugh 2003. Should the Company utilize any of iteaiing losses, which date back to
2003, these would be subject to examination. Thagamy files income tax returns (which are operxengnation beginning in the year
shown in parentheses) in France (2005), Germary7{20apan (2006), Italy (2006), Switzerland (2086¢ United Kingdom (2008), the
Netherlands (2006), India (2011) and Australia 0

(14) Segment Information

The Company operates in one reportable businessesggThe Company conducts its business througsidiabies in the United States,
a subsidiary in Switzerland that operates a rebesnd production facility, and sales and servidéseas, including custom parts services,
operated by subsidiaries in Europe (France, GerptheyUnited Kingdom, Italy and the Netherlands) anAsia-Pacific (Australia, China
and Japan). The Company has historically discleseamarized financial information for the geograpdnieas of operations as if they were
segments in accordance with ASC 280, “Segment Riepdr

Summarized financial information concerning the @amy’s geographical operations is shown in thefaihg tables:

Quarter Ended June 30, Six Months Ended June 30,
(in thousands) 2012 2011 2012 2011
Revenue from unaffiliated custome
United State! $46,76: $28,60¢ $ 92,67( $ 51,48¢
Germany 9,89¢ 8,30¢ 17,31¢ 15,04:
Other Europe 14,75 10,26: 28,04¢ 21,64(
Asia Pacific 12,19¢ 7,952 23,49¢ 14,85
Total $83,61( $55,12¢ $161,53( $103,02!
The Company’s revenue from unaffiliated customegrsype were as follows:
Quarter Ended June 30, Six Months Ended June 30,
(in thousands) 2012 2011 2012 2011
Printers and other products $26,07. $16,190 $ 50,79C $ 29,72¢
Materials 26,20¢ 16,41° 50,88: 32,02¢
Services 31,33t 22,51¢ 59,85¢ 41,27
Total revenus $83,61( $55,12¢  $161,53( $103,02!
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Intercompany sales were as follows:

Quarter Ended June 30, 2012
Intercompany Sales to

Other
(in thousands) United States Germany Europe Asia Pacific Total
United States $ — $ 4,36¢ $2,89¢ $ 69z $ 7,96(
Germany 14 — 87:% 177 1,06¢
Other Europg 3,38¢ 36 61 10€ 3,58¢
Asia Pacific 14 7 — — 21
Total $ 341: $441: $383% $ 977  $12,63¢

Quarter Ended June 30, 2011
Intercompany Sales to

Other

(in thousands) United State Germany Europe Asia Pacific Total
United States $ — $391z2 $1,768 $ 698  $6,37¢
Germany 15 — 43¢ — 44¢
Other Europg 2,97¢ — — — 2,97¢
Asia Pacific — — — — —

Total $ 299 $3917 $2,19¢ $ 69€  $9,801

Six Months Ended June 30, 2012
Intercompany Sales to
Other

(in thousands) United Statex Germany Europe Asia Pacific Total
United States $ — $8,27C  $6,00¢ $ 1,53¢  $15,81:
Germany 12¢ — 1,03: 177 1,33¢
Other Europs 6,661 52 13¢ 122 6,97¢
Asia Pacific 44 7 — — 51

Total $ 6,83 $8,32¢ $7,17¢ $ 1,83¢ $24,17¢

Six Months Ended June 30, 2011
Intercompany Sales to
Other

(in thousands) United Statex Germany Europe Asia Pacific Total
United States $ — $7297 $395: $ 2,13C  $13,37¢
Germany 11C — 1,40: — 1,51
Other Europs 5,87z 1 12 — 5,88t
Asia Pacific — — — — —

Total $ 5,98 $7,29¢ $5,367 $ 2,13 $20,77:

All revenue between geographic areas is recordpdas that provide for an allocation of profiigk) between entities. Income from
operations and assets for each geographic areaasdéodows:

Quarter Ended June 30, Six Months Ended June 30,

(in thousands) 2012 2011 2012 2011

Income from operation:

United State: $ 7,55 $3,57C $ 13,00¢ $ 7,10¢
Germany 562 417 81€ 82¢
Other Europ 2,42: 1,14¢ 3,43 2,65¢
Asia Pacific 3,46¢ 2,79¢ 6,61¢ 4,77(
Subtotal 14,00( 7,93( 23,87 15,36¢
Inter-segment eliminatio D 71 96 46
Total $ 13,99¢ $8,001 $ 23,96¢ $ 15,41
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December 31

June 30,

(in thousands) 2012 2011
Assets:

United State: $515,56( $ 346,35(
Germany 17,774 20,28¢
Other Europe 74,267 71,20
Asia Pacific 24,73 25,13}
Total $632,33¢ $ 462,97-

(15) Commitments and Contingencies

The Company leases office space under various ancetable operating leases. Rent expense undeatimgeieases was $1,164 and
$2,336 for the quarter and six months ended Jup2@k®, respectively, compared to $649 and $1,86¢he quarter and six months ended
June 30, 2011, respectively.

As of June 30, 2012, the Company has supply comemitsrwith third party assemblers for printer asdgrfdy the third quarter of 2012
that total $8,896, compared to $13,301 at Jun@@G0].

For certain of the acquisitions, the Company isgattéd for deferred purchase price commitmentdingt&1,787, which are due in 20
and 2013. Certain of our recent acquisitions congairnout provisions under which the sellers ofattguired businesses can earn additional
amounts. The total liabilities recorded for theameuts as of June 30, 2012 was $6,062. As of 30n2011, the Company had recorded
$3,297 of liabilities for earnouts related to asifions. See Note 2 for details of acquisitions erldted commitments.

Litigation
In 2008, DSM Desotech Inc. filed a complaint, whithas subsequently amended, in an action till&sl Desotech Inc. v. 3D Systems
Corporation and 3D Systems, Inc. in the United States District Court for the North@&istrict of Illinois (Eastern Division) assertittigat the

Company engaged in anticompetitive behavior witlpeet to resins used in certain of its stereolitaplly machines. The complaint further
asserted that the Company is infringing upon twB8M Desotech’s patents relating to stereolithobyapachines.

The Company filed answers to DSM Desotech’s complaiwhich, among other things, the Company dettiednaterial allegations of
DSM Desotech’s complaint. In 2010, the Court issaelbcision relating to the construction of thenataof the patents-in-suit following a
Markman hearing held in 2009. In that decision,@loairt generally adopted the claim constructioias the Company proposed.

Fact discovery, including expert discovery, regagdhe claims pending in this case concluded inl20he Company filed motions for
summary judgment in December 2011 that seek rulimgs favor on all of DSM Desotech’s claims iretlitigation. As of the date of this
Form 10-Q, the Court has not yet ruled on thoseanst

The Company understands that DSM Desotech estirtfeetamages associated with its claims to beégesxof $40,000. The
Company intends to continue to vigorously contdgha claims asserted by DSM Desotech.
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The Company has been pursuing patent infringenitégation against EnvisionTEC, Inc. and certaintsfrelated companies since 20
In this litigation, the Company asserted that Elovi$EC infringed the Company’s patents coveringa#s three-dimensional solid imaging
products and methods for creating physical thregedsional models of an object and has sought itigeeelief and damages.
EnvisionTEC's Perfactory machine and Vanquish maeliihe Vanquish is now marketed as the PerfacedgXand PerfactoryXtreme) are
the two products accused of patent infringement.

In 2008 the Court issued Markman claim construgtithvat generally adopted the claim constructioasGbmpany proposed. Following
a subsequent jury trial and certain other proceglithe Court issued a judgment, as amended thi2Qmh, to the effect that EnvisionTEC's
Perfactory and Vanquish machines infringe certé&mts of one of our patents and its Vanquish maehinfringe certain claims of another
our patents.

On October 13, 2011, EnvisionTEC’s motion to stayndges discovery was denied by the Court, and desrdigcovery is underway.
The Company intends to pursue its claims for damagainst EnvisionTEC.

On October 17, 2011, EnvisionTEC filed a NoticeAppeal with the United States Court of Appealstfar Federal Circuit seeking
judicial review of the Cou’s judgment, and the Company filed a motion to désnthat appeal on December 12, 2011. As of the afathis
Form 10-Q, the Court of Appeals has not yet ruled.

In 2010, MSK K.K., a Japanese company, filed a dampagainst the Company’s Japanese subsidiateii okyo District Court
asserting, among other things, various contraginslassociated with two laser sintering machinestmsed from the Company’s Japanese
subsidiary in 2007.

The plaintiff is seeking damages in excess of #padese Yen equivalent of $2,101. Several heahiags been held in the Tokyo
District Court with respect to these claims. Therany’'s Japanese subsidiary is vigorously contgstihof the claims asserted by the
plaintiff.

The Company is also involved in various other legatters incidental to its business. The Compatig\es, after consulting with
counsel, that the disposition of these other legatters will not have a material effect on our @digsited results of operations or consolidated
financial position.

Indemnification

In the normal course of business the Company pieatig enters into agreements to indemnify custawersuppliers against claims of
intellectual property infringement made by thirdtfes arising from the use of the Company’s prosludistorically, costs related to these
indemnification provisions have not been significand we are unable to estimate the maximum patentpact of these indemnification
provisions on our future results of operations.

To the extent permitted under Delaware law, the gaomy indemnifies directors and officers for certaments or occurrences while the
director or officer is, or was serving, at the Camyp's request in such capacity, subject to lim#gdeptions. The maximum potential amount
of future payments we could be required to makesutttese indemnification obligations is unlimitbdwever, the Company has directors
and officers insurance coverage that may enabl€gtmepany to recover future amounts paid, subjeatdeductible and the policy limits.
There is no assurance that the policy limits walldufficient to cover all damages, if any.

(16) Subsequent Events

In July 2012, the Company acquired the shares mtiViechnologies, Inc. (“Viztu")Viztu is the developer of Hypr3D, an online platfotha
allows anyone to turn their pictures and videos printable 3D creations. The Company plans tagirate Viztu into its consumer solutions
and future revenue from this acquisition will bpagted in services revenue. The Viztu acquisitnat significant to the Company’s
financial statements. See Note 2.

Item 2. Management’s Discussion and Analysis of Famcial Condition and Results of Operations.
This discussion should be read in conjunction withunaudited condensed consolidated financiadsints and the notes thereto
included in Item 1 of this Quarterly Report on FatfQ (“Form 10-Q").

We are subject to a number of risks and uncer&sritiat may affect our future performance thatleseussed in greater detail in the
sections entitled “Forward-Looking Statements” &@dutionary Statements and Risk Factors” at theddritis Item 2 and that are discussed
or referred to in Item 1A of Part Il of this Ford-0.
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Business Overview

We are a global provider of three-dimensional (“BBdntent-to-print solutions including 3D printepsint materials, ordemand custot
parts services and creative content developmesigmi@roductivity tools and curation services andiloads for professionals and
consumers alike. Our integrated solutions enahieptex three-dimensional objects to be producecctirérom 3D digital data without
tooling, greatly reducing the time and cost reqlib@produce prototypes or customized productiatsp@hrough our custom parts services,
which consists of our 3Dproparts™ and Quickpartsants, we also supply a wide variety of custom-ndstic and metal parts as well as
assembly and production jigs, fixtures and cagpiatierns in different finishes and colors througir@ving network of custom parts service
locations.

We derive our consolidated revenue primarily fréma sale of our printers, the sale of the relat@ut praterials used by the printers to
produce solid objects and the provision of prisinvices and custom parts services to our customers

Recent Developments

In 2012, we have continued to execute on our gfi@iritiatives, including growing our on-demandstem parts services, accelerating
personal, professional and production 3D printergption by expanding our distribution channetesfeller partners, continuing to expand
our healthcare solutions offerings and continumgxecute on our initiative to build 3D consumentemt products and services.

In April, we acquired Fresh Fiber and My Robot NatiFresh Fiber designs and markets 3D printedsaocies for retail consumer
electronics. My Robot Nation is a consumer techgylplatform that provides game-like content creafior 3D printing. We have integrated
Fresh Fiber into our consumer solutions productssamvices and integrated My Robot Nation into Gubdom.

In April, we acquired Paramount Industries, a dirmanufacturing and product development solutiaosider for aerospace and
medical device applications, further enhancingasdemand parts services and healthcare solutpiEations.

In May, we began commercial shipments of the CGulthe first affordable plug and play consumer 3D designed for children and
adults alike, and we increased our production daptstay ahead of growing demand. During thesdoquarter, Cubif$ also went live.
Cubify ® is our online marketplace and meeting plabere users can create, sell, upload, downloagantd3D designs, providing
individuals and garage entrepreneurs access toce8[gmtools and printing resources.

In May, we acquired Bespoke Innovations, Inc. (‘B@se”), a startup that is bringing a more persamgiroach to the way a broad
spectrum of medical devices are developed and Bssphoke develops proprietary, integrated scangdesd print technology that is
designed to deliver custom fit prosthetics, ortt®tnd orthopedic devices that improve treatmethiifastyle.

During the second quarter, we announced the imrteediailability of our new ProJet™ 3500, ZPrinte50&nd ProJet™ 7000 3D
printers. The ProJet™ 3500 professional seriesr3idgus is available in eight configurations witime new performance tailored VisiJet
print materials for greater ease of use with enédrigh definition printability and performance fanctional prototyping and investment
casting patterns for healthcare, automotive andsapace manufacturing applications. The extendegerahnew VisiJe® print materials
available for the ProJet™ 3500 covers the widestyanf customer applications including high-impatirable plastic for functional testing,
cast-friendly wax for rapid-foundry production, aspkcialized materials for the digital productidijeavelry, dental prosthesis, dental models
and medical implants. The ZPrinfer 850 is the largermat ZPrinte® with higher print volume, gregteoductivity and vibrant full color
that empowers designers, engineers, and architecteate more and larger parts faster. The ProJ&0® combines push button simplicity
with SLA @ printability to deliver the highest qualjitmost accurate parts and patterns availabléange build volume and fast build speed
provides up to 4 times the production capacitytbeoprinters in its class and comes in three nsodleé SD for affordable high definition
parts, the HD for ultra-high definition precisioarpmanufacturing and the MP for dental and meditahufacturing applications.

In connection with our healthcare solutions initiat in June, we expanded our offerings for pratesa materials and with several of
our VisiJet® materials meeting rigorous requireménitdJSP Class VI certification, including biocontitdlity for healthcare applications.
Class VI plastics can be used to produce medicatds, surgical guides and other implements useghéharound the human body. These
VisiJet® materials are now approved for use in athrget of applications that improve treatment aue® and patient experience. Through
enhanced bio-mimicry, individualized fit and accated delivery, medical and dental treatment quakin be enhanced at higher provider
productivity and lower costs.

In June, we filed an updated shelf registratiomesrwhich we may issue, from time to time, up t0G8 million of common stock,
preferred stock, debt securities or warrants fdut de equity securities or units of such securjtieone or more offerings. On June 19, 2012
we completed an offering of 4.2 million shares ofntnon stock, including the underwriter's exercisgdr-allotment option to purchase an
additional 0.5 million shares. The offering raisggproximately $106.9 million of cash proceeds,aifeiffering expenses, in the second
quarter of 2012.
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In July, we acquired Viztu Technologies, the depeloof Hypr3D, an online platform that allows angdn turn their pictures and
videos into printable 3D creations. We plan togméde Viztu into our consumer solutions and futeneenue from this acquisition will be
reported in services revenue.

Results of Operations
Summary of 2012 financial results

Our operating activities generated $21.4 milliorcash during the first six months of 2012, whickiscussed in further detail below.
We used $149.5 million to fund our strategic inrgghctivities, including acquisition of businessemancing activities during the first six
months of 2012 provided $107.7 million of cashtdtal, our unrestricted cash balance at June 3[R 2@s $158.5 million compared to
$179.1 million at December 31, 2011. The June 8@2>Dalance includes net proceeds of $106.9 mifiem the common stock offering we
completed in June 2012. The December 31, 2011 baliacluded $145.4 million of net proceeds fromidseiance of senior convertible no
in November 2011, of which $141.3 million was usedomplete the financing transaction and subseceruisition of Z Corp and Vidar on
January 3, 2012.

During the second quarter of 2012 we reported imgadaevenue and profit results as compared todbersl quarter of 2011 as our
worldwide businesses continued to expand both acghy and through acquisitions. Revenue for theose quarter of 2012 increased by
51.7% over the second quarter of 2011. This iner@gasevenue was led by a $9.9 million, or 61.086réase in sales of printers and other
products together with a $9.8 million, or 59.6%gramse in print material sales and an $8.8 millar89.2%, increase in services revenue
yearover-year. Higher revenue combined with increasadling, general and administrative expenses pilynaalated to compensation and
acquisition expenses and interest expense on theedile notes resulted in net income of $8.3iomllfor the second quarter of 2012,
compared to net income of $13.4 million for the sgmeriod in 2011, which included a $6.2 million bénfrom the release of valuation
allowance on deferred tax assets. Revenue for g @od Vidar for the second quarter of 2012 was4fdillion and the operating loss was
$2.6 million, after taking into account the intelipa and severance costs.

Printers and other products revenue increased yriflion from the second quarter of 2011, to #2@iillion, both organically and
through acquisitions. Printer units increased 1%/ddmpared to the second quarter of 2011 from baghnic growth and acquired growth
from the addition of Z Corp and Vidar in 2012.

Print materials sales for the second quarter oR2@dre $26.2 million, an increase of $9.8 milliearh the second quarter of 2011 as
revenue from materials was favorably impacted bytiooed expansion of printers installed over pastquls through both organic growth and
acquisitions.

Revenue from services increased by $8.8 milliof3b.3 million in the second quarter of 2012 fron2 &million in the same quarter in
2011. The increase in services revenue refleceney from our custom parts services and increaseshue from printer service components,
from both organic growth and acquisitions. Serviseenue from custom parts services was $20.5 mjlbo 65.5%, of total service revenue
for the second quarter of 2012.

For the second quarter of 2012, healthcare solsitiemenue made up 15%, or $12.2 million, of owsltrevenue compared to 12%, or
$6.5 million, in the second quarter of 2011, priityadue to our increased penetration into healtb@gplications and to our acquisition of
Vidar. Healthcare solutions revenue includes saflgsinters, print materials, and services for Irgpaid, dental, medical device and other
health-related applications.

Our gross profit in the second quarter and firstnsonths of 2012 improved primarily from our highevel of revenue from increases
across all revenue categories, including increaseehue from our higher gross profit margin priraterials, coupled with continued cost
containment. Our gross profit margin increasedltd% in the second quarter of 2012 from 45.7% éngicond quarter of 2011 due to
product mix, with an increased portion of salekigher margin print materials, improvements in oot structure and on-demand parts gross
profit margin and the addition of higher margin @r@ and Vidar printers.

Our total operating expenses increased by $111&mih the second quarter of 2012 to $29.0 millfoom $17.2 million in the 2011
quarter. The increase reflected higher sellingegarand administrative expenses primarily dueigbdr commissions and staffing from our
acquisitions, and acquisition and severance cdt6.@ million during the second quarter of 2012 &3.1 million during the first six months
of 2012, from which we expect annual savings 00$8illion to $5.5 million. This is consistent withur previous expectations of achieving
between $5.0 million and $10.0 million in synergi€ke increase also reflected a $1.9 million insecia research and development expenses
related to our new products and consumer solutienelopment and acquired R&D expenses. We expexritinue to increase operating
leverage as we reduce costs as a percent of revenue
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Our operating income for the second quarter of 26&fased to $14.0 million from $8.0 million iretR011 quarter. This improvement
in operating income improved from higher revenuas iacreased gross profit, partially offset by lagbperating expenses, including
acquisition expenses incurred, as discussed below.

Second quarter comparison of revenue by class of product and service

Table 1 sets forth our change in revenue by clapsodluct and service for the second quarter oR2fiimpared to the second quarter of
2011:

Table 1
Printers and Other
(Dollarsin thousands) Products Print Materials Services Totals
Revenue — 2nd quarter 2011 $ 16,19! 29.0% $16,417 29.¢% $22,51¢ 40.¢% $ 55,12¢ 10C%
Change in revenuu
Volume
Core products and servic 22,89: 141.4% (1,150 (7.0 9,13¢  40.€ 30,87 56.C
New products and servic 6,94t 42.¢ 7,41z 45.1 54t 2.4 14,90z 27.C
Price/Mix (19,069) (117.¢ 4,231 25.¢ — — (14,837 (26.9
Foreign currency translatic (892) (5.5) (706) (4.9 (862) (3.9 (2,460) (4.5)
Net change 9,87¢ 61.C 9,781 59.€ 8,817 39.2 28,48: 51.7
Revenue- 2 ndquarter 201: $ 26,07 31.2% $26,20¢ 31.2% $31,33¢ 37.8% $ 83,61( 10C%

We earn revenues from the sale of printers and @itoelucts, print materials and services. On a @iteted basis, revenue for the
second quarter of 2012 increased by $28.5 millorg1.7%, compared to the second quarter of 20ibiapily due to increased sales of
printers from acquired and organic growth, couplétth increased print materials and on-demand s&negice revenue from acquired and
organic growth.

The increase in revenue from printers and othedyets compared to the second quarter of 2011 nsgpily due to increased printer u
sales volume for the second quarter of 2012, drieimcreased demand for personal and professpyivders and acquired printers revenue
from the Z Corp and Vidar acquisitions that we ctetga in the first quarter of 2012.

Production printers made up $8.2 million, or 32.@¥otal printers revenue for the second quat@0d2, compared to $8.9 million, or
54.9% for the second quarter of 2011. The decr@aseduction printers revenue is consistent with @ngoing plan to accelerate production
printer adoption by introducing lower priced protian printers, which are capable of using the sameunt of materials as our higher priced
production printers. The percent of revenue deergass also due to the acquisition of Z Corp anda¥id 2012, which added only personal
and professional printers.

Due to the relatively high price of certain prodostprinters and a corresponding lengthy sellingewnd relatively low unit volume of
these higher priced production printer sales in@anyicular period, a shift in the timing and contration of orders and shipments of a few
printers from one period to another can signifibaatfect reported revenue in any given period. &®ie reported for printers sales in any
particular period is also affected by revenue redoan rules prescribed by generally accepted actiog principles.

Personal and professional printers made up $17libmior 68.0%, of total printers revenue for #econd quarter of 2012, compared to
$7.3 million, or 45.1%, for the second quarter @1 2. This represented a 138.3% increase in persmgbrofessional printers revenue over
the 2011 quarter, including revenue and units flo@orp and Vidar which were acquired in 2012.

The $9.8 million increase in revenue from print enalls was aided by the improvement in printeresahd by the continued expansion
of printers installed over past periods and bydased materials sales from the acquisitions of R&® and Z Corp print materials. Sales of
integrated materials represented 61.4% of totaérizs revenue in the second quarter of 2012 coadpiar 53.5% in the second quarter of
2011.
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The increase in services revenue primarily refleetenue from our odemand parts services from both organic growthaagisitions
Service revenue from on-demand parts services 2@.5 $nillion, or 65.5% of total service revenue tloe second quarter of 2012 compared
to $14.2 million, or 62.9% of total service reverné¢he 2011 period.

For the second quarter of 2012, Z Corp and Vidatrdouted $14.4 million of revenue. For the secqudrter of 2011, Z Corp and Vic
had revenue of $13.4 million. This increase in rexereflects the strength of our combined charselgg our entire printer portfolio, which
more than offset the lost revenue contributionhefOEM ZBuilde® printer in the 2011 period, whiwhs discontinued for the 2012 period.
If Z Corp and Vidar had been included in our revefar 2011, our overall corporate growth rate wchagde been 22.1%.

Taking into account all acquired businesses thahawe owned for less than one year, our organiwthroate for the second quarter of
2012 was 19.9%.

At June 30, 2012 our backlog was $12.3 million, paned to backlogs of $8.3 million at December 31, 2and $7.4 million at June :
2011. Production and delivery of our printers iagmlly not characterized by long lead times, bagk$ more dependent on timing of
customers requested delivery. In addition, custantspservices lead time and backlog depends ortwhetders are for rapid prototyping or
longer-range production runs. The June 30, 201Rlbgavas well distributed with a significant poriédcom each of our revenue categories
and included personal, professional and produgtiorters, as well as from print materials and omded parts. The backlog at June 30, 2012
includes $6.2 million of custom parts services sdeompared to $4.2 million at June 30, 2011.

In addition to changes in sales volumes, includirgimpact of revenue from acquisitions, thereta@otherprimary drivers of chang:
in revenues from one period to another: the conthefiect of changes in product mix and averagéngefirices, sometimes referred to as
price and mix effects, and the impact of fluctuasian foreign currencies.

As used in this Management’s Discussion and AngJyBe price and mix effects relate to changeswemue that are not able to be
specifically related to changes in unit volume. Atgdhese changes are changes in the product nonrahaterials and our systems as the
trend toward smaller, lower-priced printers hasticmred and the influence of new printers and pmaterials on our operating results has
grown.

Change in second quarter revenue by geographic region

Each geographic region contributed to our higheellef revenue in second quarter of 2012. Tablet #®rth the change in revenue by
geographic area for the second quarter of 2012 aoeapto the second quarter of 2011:

Table 2
(Dollarsin thousands) U.S. Europe Asia-Pacific Total
Revenue — 2¢ quarter 2011 $ 28,61( 51.9% $18,56¢ 33.1% $ 7,952 148 $55,12¢ 10C%
Change in revenu
Volume 30,50¢ 106.¢ 10,65¢ 57.4 4,61 58.C 45,77¢ 83.C
Price/Mix (12,357 (43.29 (1,900 (10.2 (580 (7.3 (14,837 (26.9
Foreign currency translatic — — (2,671 (14.9 211 2.7 (2,460 (4.5
Net change 18,15 63.4 6,087 32.¢ 4,24¢ 534 28,48 51.7
Revenue- 2 ndquarter 201: $ 46,76 55.9% $24,65! 29.5% $12,19¢ 14.€% $ 83,61( 10C%

Revenue from U.S. operations in the second quaft2d12 increased by $18.2 million, or 63.4%, t& $4million in 2012 from
$28.6 million in the second quarter of 2011. Theéase was due to higher volume, partially offsethie unfavorable combined effect of
price and mix.

Revenue from non-U.S. operations in the secondeuaf 2012 increased by $10.3 million, or 39.086$86.8 million from
$26.5 million in 2011. Revenue from non-U.S. opierat as a percent of total revenue was 44.1% arid#8espectively, at June 30, 2012
and 2011. The increase in non-U.S. revenue, exdutiie effect of foreign currency translation, Wi82% in the second quarter of 2012
compared to 36.0% in the second quarter of 2011.
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Revenue from European operations increased byri#lidn, or 32.8%, to $24.7 million from $18.6 mdh in the prior year period. Tt
increase was due to a $10.7 million increase inmel, partially offset by $1.9 million unfavorablensbined effect of price and mix and a
$2.7 million unfavorable impact of foreign currericgnslation.

Revenue from Asid&acific operations increased by $4.2 million, 0488, to $12.2 million from $8.0 million in the prigear period dt
primarily to the favorable $4.6 million increaseviolume combined with a $0.2 million favorable impaf foreign currency translation,
partially offset by a $0.6 million unfavorable ingtaf foreign currency translation.

Gross profit and gross profit margins
Table 3 sets forth gross profit and gross profitgimafor our products and services for the secamattgrs of 2012 and 2011:

Table 3
Quarter Ended June 30,
2012 2011
Gross Profit Gross Profit
(Dollarsin thousands) Gross Profit Margin Gross Profit Margin
Printers and other products $ 11,237 43.1% $ 5,981 36.€%
Print materials 17,19: 65.€ 10,65¢ 64.¢
Services 14,53¢ 46.4 8,56/ 38.C
Total $ 42,96¢ 51.4% $ 25,20: 45.1%

On a consolidated basis, gross profit for the sécprarter of 2012 increased by $17.8 million to.$48illion from $25.2 million in the
second quarter of 2011, primarily as a result ghbr sales from all revenue categories and helpethlincrease in our gross profit margin.

Consolidated gross profit margin in the second iguaf 2012 increased by 5.7 percentage pointd 19 of revenue from 45.7% of
revenue for the 2011 quarter. The higher grosstprafrgin reflected improvements in printers grpssfit margin due to the addition of
higher margin Z Corp and Vidar printers which mtiven offset the shift towards lower gross profitrgia personal and production printers,
coupled with improvements in print materials anddemand parts gross profit margins.

Printers and other products gross profit for thepad quarter of 2012 increased to $11.2 milliomfi$6.0 million for the 2011 quarter,
and gross profit margin for printers increased [&/&rcentage points to 43.1% from 36.9% in thel2fiiarter primarily due to the addition
of higher gross profit margin Z Corp and Vidar peirs coupled with increased sales of software aodyzts with higher gross profit margi
which more than offset the lower margin printers.

Print materials gross profit for the second quasfe2012 increased by $6.5 million, or 61.3%, t@ £1million from $10.7 million for th
2011 quarter, and gross profit margin for print enias increased by 0.7 percentage points to 65t6f% 64.9% in the 2011 quarter primarily
due to the favorable shift of the mix of materi@ards higher gross profit margin personal andgssional print materials and integrated
materials.

Gross profit for services for the second quarte2@if2 increased by $5.9 million, or 69.8%, to $l#ibion from $8.6 million for the
2011 quarter, and gross profit margin for servineseased by 8.4 percentage points to 46.4% fro®988n the 2011 quarter. The increase in
gross profit was due primarily to higher levelg®fenue associated with our custom parts servidesincrease in gross profit margin for
services is primarily due to increased synergiesfthe integration of acquired custom parts sesvamipled with the increase in gross profit
margin on printer services. On-demand custom pamngces gross profit margin improved 12.4 peragmizoints to 44.7% for the second
quarter of 2012 from 32.3% in the second quart&0dfl. Printer services has a gross profit marf#B@3% compared to 47.2% for the
second quarter of 2011.

Operating expenses

As shown in Table 4, total operating expenses asad by $11.8 million, or 68.4%, to $29.0 milliorthe second quarter of 2012 from
$17.2 million in the second quarter of 2011. Thisréase was due to higher selling, general andrastnaitive expenses and higher research
and development expenses, both of which are diedussiow.

Table 4
Quarter Ended June 30,
2012 2011
(Dollarsin thousands) Amount % Revenue Amount % Revenue
Selling, general and administrative expenses $24,04¢ 28.8% $14,15¢ 25.1%
Research and development exper 4,921 5.6 3,04: 5.5
Total operating expens $28,96¢ 34.€% $17,20: 31.2%
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Selling, general and administrative expenses iseay $9.8 million to $24.0 million in the secaqnghrter of 2012 compared to $14.2
million in the second quarter of 2011, and increase28.8% of revenue in 2012 compared to 25.7%@drl. The increase was due primarily
to a $5.1 million increase in compensation coststduicommissions on higher revenues and highdirgidfom acquisitions and integration
activities. SG&A expenses included $0.6 millioragfjuisition and severance expenses. AdditionaB&& expenses were impacted by a
$1.8 million increase in amortization expense duadquired intangibles, a $0.4 million increasengrketing expenses and a $0.3 million
increase in occupancy costs related to additiociised locations and a $0.7 million increase avéd expenses, partially offset by a $1.2
million improvement in legal expenses.

Research and development expenses increased bgniiiod, or 61.7%, to $4.9 million in the secondagter of 2012 from $3.0 million
in the second quarter of 2011, principally due 8)& million increase in compensation expense} #dllion increase in operating supplies
and a $0.3 million increase in building rent in #02 quarter related to new products and conssniations development.

Income from operations

Our income from operations of $14.0 million for thexond quarter of 2012 improved from $8.0 millior2011. Sed&ross profit and
gross profit margins andOperating expenses above.

The following table sets forth operating incomegapgraphic area for the second quarter of 2012 acedpto 2011:

Table 5
Quarter Ended June 30,
(Dollarsin thousands) 2012 2011
Income from operatior

United State: $ 7,55( $ 3,561
Germany 562 417
Other Europe 2,42: 1,15¢
Asia Pacific 3,46¢ 2,79¢
Subtotal 14,00( 7,93(
Inter-segment eliminatio (1) 71
Total $ 13,99¢ $ 8,001

With respect to the U.S., in 2012 and 2011, theangha in operating income by geographic area reftettte same factors discussed
above inGross profit and gross profit margins andOperating expenses .

As most of our operations outside the U.S. are gotad through sales and marketing subsidiariesshthages in operating income in
our operations outside the U.S. in 2012 and 204dlted primarily from changes in transfer pricingigh is a function of revenue levels.

I nterest and other expense (income), net

Interest and other expense (income), net was $Blidmof expense, net in the second quarter of26dmpared with $0.1 million of
expense, net in the 2011 quarter. The higher istened other expense primarily reflected the istierelated to the senior convertible notes
issued in 2011, which amounted to $3.1 millionrdérest expense, of which $1.0 million representscash amortization. Interest and other
expense (income), net in the second quarter of 2kPreflected a foreign exchange loss of $1.0anil The $0.1 million of interest and
other expense, net in the second quarter of 2dlected a foreign exchange gain and other incon®Odf million, that was more than fully
offset by $0.1 million of interest expense and $fillion of other expense.

24



Table of Contents

Provision for income taxes

We recorded a $1.9 million provision for incomedsuin the second quarter of 2012 and a $5.5 mibiemefit for income taxes in the
second quarter of 2011. Our 2012 provision for inedaxes reflects deferred U.S. income taxes assacwith the use of net operating loss
carryforwards and tax expense associated with ied@axes in non-U.S. jurisdictions. We releasedréigroof the valuation allowance related
to our U.S. net deferred tax assets during 201&.2I01.1 provision for income taxes primarily refletax expense associated with income
taxes in non-U.S. jurisdictions.

We utilized U.S. net deferred tax assets, spetlficeet operating loss carryforwards and U.S. fatleax credits, in determining the
effective tax rate for the year. This resulted imeduction our effective tax rate. Absent the usthese net operating loss carryforwards and
tax credits, income tax expense would have beenméslion and the income tax rate would have be@ri percent. Due to our U.S. net
operating loss carryforwards, our rate of cashsaxas 12.6 percent of taxable income.

Our U.S. deferred income tax assets, against wthigte is a valuation allowance, have been partidllized in determining the effecti
tax rate for 2012, with the remainder offset by theognition of $18.3 million of deferred income tabilities from the acquisitions of Z
Corp, Vidar, My Robot Nation and Bespoke. We wilhtinue our ongoing review of actual results anticgrated future earnings, and their
impact on future releases of valuation allowanéasof June 30, 2012, the Company has a $5.0 mila@uoation allowance remaining on its
U.S. net deferred tax assets.

Net income

Our net income for the second quarter of 2012 dese@ $5.1 million to $8.3 million compared to $18lion in the second quarter of
2011. The principal reasons for the decrease, wdnietdiscussed in more detail above, were:

. the $3.6 million increase in interest and otheremge (income), net, ai

. the $7.4 million increase in our tax provisi

. partially offset by the $6.0 million increase inesgting income as discussed abc

For the quarter ended June 30, 2012, average corahawas for basic and diluted earnings per share %%&8 million and 52.6 million,
respectively, and basic and diluted earnings parestvere $0.16. For the quarter ended June 30, 20&fage common shares for basic and

diluted earnings per shares were 50.3 million ah@ #illion, respectively, and basic and diluted@zgs per share were $0.27 and $0.26,
respectively.

Results of Operations — Six Months Comparison
Six months comparison of revenue by class of product and service

Table 6 sets forth our change in revenue by clipsodluct and service for the first six months 642 compared to the first six months
of 2011:

Table 6
(Dollarsin thousands) Printers and Other Products Print Materials Services Total
Revenue — six months 2011 $ 29,72¢ 28.%% $32,02¢ 31.1% $41,27. 40.1% $103,02! 10C%
Change in revenuu
Volume
Core products and servic 55,28¢ 186.( 23¢ 0.7 18,84: 45.i 74,37( 72.2
New products and servic 3,20z 10.¢ 14,69t 45.¢ 80t 2.C 18,70: 18.2
Price/Mix (36,329 (122.9) 4,83: 15.1 — — (31,489 (30.6)
Foreign currency translatic (1,109) (3.7) (910 (2.9 (1,060) (2.6 (3,079 (3.0
Net change 21,06: 70.¢ 18,85¢ 58.¢ 18,587 45.C 58,50t 56.¢
Revenue- six months 201! $ 50,79( 31.4% $50,88: 31.5E% $59,85¢ 37.1% $161,53( 10C%
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We earn revenues from the sale of printers and @iteelucts, print materials and services. On a @ligeted basis, revenue for the first
six months of 2012 increased by $58.5 million, 61886, compared to the first six months of 2011 prify due to increased sales of printers
and other products, from acquired and organic dgroedupled with increased print materials and omailed parts service revenue from
acquired and organic growth.

The increase in revenue from printers and othedyts compared to the first six months of 201 Trisvarily due to increased printer
unit sales volume for the first six months of 20d@yen by increased demand for personal and psfeal printers and acquired printers
revenue from the Z Corp and Vidar acquisitions thatcompleted in the first quarter of 2012.

Production printers made up $15.5 million, or 31, 2f4otal printers revenue for the first six monthf 2012, compared to $17.3
million, or 58.2% for the first six months of 201Mhe decrease in production printers revenue isistant with our ongoing plan to acceler
production printer adoption by introducing loweiced production printers, which are capable of gshe same amount of materials as our
higher priced production printers.

Due to the relatively high price of certain prodostprinters and a corresponding lengthy sellingewnd relatively low unit volume of
these higher priced production printer sales in@anyicular period, a shift in the timing and contretion of orders and shipments of a few
printers from one period to another can signifibaatfect reported revenue in any given period. &wie reported for printers sales in any
particular period is also affected by revenue redoan rules prescribed by generally accepted actiog principles.

Personal and professional printers made up $34l@mior 68.8%, of total printers revenue for fiirst six months of 2012, compared
to $12.4 million, or 41.8%, for the first six mostbf 2011. This represented a 176.1% increasergsopal and professional printers revenue
over the 2011 period.

The $18.9 million increase in revenue from printenials was aided by the improvement in printetesand by the continued
expansion of printers installed over past perigu$lay increased materials sales from the acquisittd RenShape and Z Corp print
materials. Sales of integrated materials repredese4% of total materials revenue in the firstrsignths of 2012 compared to 51.8% in the
first six months of 2011.

The increase in services revenue primarily refleetenue from our odemand parts services from both organic growthaauaghisitions
Service revenue from on-demand parts services 882 $nillion, or 63.8% of total service revenue tloe first six months of 2012 compared
to $24.4 million, or 59.2% of total service revernn¢he 2011 period.

For the first six months of 2012, Z Corp and Vidantributed $26.8 million of revenue. For the fsst months of 2011, Z Corp and
Vidar had revenue of $27.4 million. This decreasgeivenue was primarily attributed to the revenutiibutions of the OEM ZBuilde¥
printer in the 2011 period, which was discontinémdthe 2012 period. If Z Corp and Vidar had besriuded in our revenue for 2011, our
overall corporate growth rate would have been 23.8%

Taking into account all acquired businesses thalhawe owned for less than one year, our organiwthroate for the first six months of
2012 was 22.8%.

In addition to changes in sales volumes, includirgimpact of revenue from acquisitions, thereta@other primary drivers of chanc
in revenues from one period to another: the contbaféect of changes in product mix and averagénggefirices, sometimes referred to as
price and mix effects, and the impact of fluctuasian foreign currencies.

As used in this Management’s Discussion and AngJyBe price and mix effects relate to changeswemue that are not able to be
specifically related to changes in unit volume. Argdhese changes are changes in the product noirahaterials and our systems as the
trend toward smaller, lower-priced printers hasticmred and the influence of new printers and pmaterials on our operating results has
grown.
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Changein first six months revenue by geographic region

Each geographic region contributed to our higheellef revenue in first six months of 2012. Tablsets forth the change in revenue by
geographic area for the first six months of 201 pared to the first six months of 2011:

Table 7
(Dollarsin thousands) U.S. Europe Asia-Pacific Total
Revenue — six months 2011 $ 51,48¢ 50.(% $36,68: 35.6% $14,85] 14.2 $103,02! 10C%
Change in revenu
Volume 66,17¢ 128t 16,39¢ 447 10,49¢ 70.€ 93,07: 90.:2
Price/Mix (24,99%) (48.5 (4,199 (11.9 (2,299 (15.5) (31,489 (30.6)
Foreign currency translatic — — (3,520 (9.6) 441 3.C (3,079 (3.0
Net change 41,18¢ 80.C 8,68 23.7 8,63¢ 58.1 58,50t 56.¢
Revenue- six months 201. $92,67( 57.2% $45,36¢ 28.1% $23,49¢ 14.5% $161,53( 10C%

Revenue from U.S. operations increased by $41 liomilor 80.0%, to $92.7 million in 2012 from $5Xdllion in the first six months
of 2011. The increase was due to higher volumeigbgroffset by the unfavorable combined effectpoice and mix.

Revenue from non-U.S. operations in the first sonths of 2012 increased by $17.3 million, or 33.884568.8 million from
$51.5 million in 2011. Revenue from non-U.S. opiera as a percent of total revenue was 42.6% ari¥g0espectively, for the first six
months of 2012 and 2011. The increase in non-@\&rnue, excluding the effect of foreign curreneyslation, was 39.6% in the first six
months of 2012 compared to 38.2% in the first sbaths of 2011.

Revenue from European operations increased byr8i@n, or 23.7%, to $45.4 million from $36.7 mdh in the prior year period. Tt
increase was due to a $16.4 million increase inmel, partially offset by $4.2 million unfavorablensbined effect of price and mix and a
$3.5 million unfavorable impact of foreign currertegnslation.

Revenue from Asia-Pacific operations increased® #illion, or 58.1%, to $23.5 million from $14m8illion in the prior year period
due primarily to the favorable $10.5 million incsean volume combined with a favorable $0.4 millfamorable impact of foreign currency
translation, partially offset by a $2.3 unfavorabtenbined effect of price and mix.

Gross profit and gross profit margins
Table 8 sets forth gross profit and gross profitgimafor our products and services for the firgtrsionths of 2012 and 2011:

Table 8
Six Months Ended June 30,
2012 2011
Gross Profit Gross Profit
(Dollarsin thousands) Gross Profit Margin Gross Profit Margin
Printers and other products $ 20,81 41.(% $ 11,47 38.6%
Print Materials 33,96¢ 66.¢ 20,55¢ 64.2
Services 27,041 45.2 16,36¢ 39.7
Total $ 81,821 50.7% $ 48,40( 47.(%

On a consolidated basis, gross profit for the Sistmonths of 2012 increased by $33.4 million 81 8 million from $48.4 million in th
first six months of 2011, primarily as a resulthifher sales from all revenue categories and hddgeah increase in our gross profit margin.

Consolidated gross profit margin in the first sismths of 2012 increased by 3.7 percentage poiri.t of revenue from 47.0% of
revenue for the 2011 quarter. The higher grosstprargin reflected improvements in print materiatel on-demand parts gross profit
margins, coupled with higher gross profit margimfars from Z Corp and Vidar which more than offdet shift towards lower gross profit
margin personal and production printers.

Printers and other products gross profit for thet fiix months of 2012 increased to $20.8 millimnf $11.5 million for the 2011
quarter, and gross profit margin for printers ias®d by 2.4 percentage points to 41.0% from 38r6#te 2011 period primarily due to the
addition of higher margin Z Corp and Vidar printarsl increased sales of higher margin softwareoéimet products.

Print materials gross profit for the first six mbstof 2012 increased by $13.4 million, or 65.2%%34.0 million from $20.6 million for
the 2011 quarter, and gross profit margin for pmiaterials increased by 2.6 percentage points 866om 64.2% in the 2011 period,
primarily due to the favorable shift of the mixrofterials towards personal and professional pratenals and integrated materials.
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Gross profit for services for the first six montf2012 increased by $10.6 million, or 65.2%, t@ $2million from $16.4 million for th
2011 period, and gross profit margin for serviceseased by 5.5 percentage points to 45.2% fro@?8 the first six months of 2011. The
increase in gross profit was due primarily to imsed gross profit margin of on-demand custom pélitsh made up an increased portion of
service revenue. The increase in gross profit mefagiservices is primarily due to increased syierrom the integration of acquired cust
parts services coupled with improved gross profitgim on printer services. On-demand custom partsces gross profit margin improved
7.8 percentage points to 43.0% for the first sixithe of 2012 from 35.2% in the first six month20fL1. Printer services has a gross profit
margin of 48.1% compared to 45.8% for the firstraianths of 2011.

Operating expenses

As shown in Table 9, total operating expenses aszd by $24.9 million, or 75.4%, to $57.9 millionthe first six months of 2012 from
$33.0 million in the first six months of 2011. Thierease was due to higher selling, general antrasitrative expenses and higher research
and development expenses, both of which are diedussiow.

Table 9
Six Months Ended June 30,
2012 2011
(Dollarsin thousands) Amount % Revenue Amount % Revenue
Selling, general and administrative expenses $47,99¢ 29.7% $27,12: 26.52%
Research and development exper 9,85¢ 6.1 5,86¢ 5.7
Total operating expens $57,85: 35.8% $32,98t¢ 32.(%

Selling, general and administrative expenses iseéy $20.9 million to $48.0 million in the fisk months of 2012 compared to
$27.1 million in the first six months of 2011, aindreased to 29.7% of revenue in 2012 compare® .92 for 2011. The increase was due
primarily to a $12.0 million increase in compensatcosts due to commissions on higher revenuesigheér staffing from acquisitions and
bonuses associated with the 2012 acquisition aedriation activities. SG&A expenses included $2illion of acquisition and severance
expenses, from which we expect to realize annuahga of $5.0 million to $5.5 million. Additional\SG&A expenses were impacted by a
$4.4 million increase in amortization expense duadquired intangibles, a $1.7 million increasengrketing expenses and a $1.0 million
increase in occupancy costs related to additiocgiised locations, a $0.9 million increase in tilaspenses and a $0.7 million increase in
bad debts and bank fees, partially offset by a #fillon improvement in legal expenses.

Research and development expenses increased byniiod, or 68.0%, to $9.9 million in the firstxsmonths of 2012 from $5.9 millic
in the first six months of 2011, principally duea@1.8 million increase in compensation expenskesa$0.6 million increase in operating
supplies, a $0.3 million increase in R&D mater@tsl a $0.3 million increase in occupancy costs.

I ncome from operations

Our income from operations of $24.0 million for tirst six months of 2012 improved from $15.4 nafiiin 2011. Se&ross profit and
gross profit margins andOperating expenses above.

The following table sets forth operating incomeg@pgraphic area for the first six months of 201 pared to 2011:

Table 10
Six Months Ended June 30,
(Dollarsin thousands) 2012 2011
Income from operatior
United State: $ 13,00¢ $ 7,102
Germany 81€ 82¢
Other Europe 3,43 2,66¢
Asia Pacific 6,61¢ 4,77(C
Subtotal 23,87: 15,36¢
Inter-segment eliminatio 96 46
Total $ 23,96¢ $ 15,41
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With respect to the U.S., in 2012 and 2011, theangha in operating income by geographic area reftettte same factors discussed
above inGross profit and gross profit margins andOperating expenses .

As most of our operations outside the U.S. are goted through sales and marketing subsidiariessiihages in operating income in
our operations outside the U.S. in 2012 and 204dlted primarily from changes in transfer pricingigh is a function of revenue levels.

Interest and other expense (income), net

Interest and other expense (income), net was $lidmof expense, net in the first six months @12 compared with $0.2 million of
income, net in the 2011 period. The higher inteadst other expense primarily reflected the interelsted to the senior convertible notes
issued in 2011, which amounted to $6.1 millionrdgérest expense, of which $1.9 million representsecash amortization. Interest and other
expense (income), net in the first six months df28lso reflected foreign exchange loss of $0.5anil The $0.2 million of interest and ott
income, net in the first six months of 2011 reféetforeign exchange gain of $0.6 million, partiaif§set by $0.3 million of interest expense
and $0.2 million of other expense.

Provision for income taxes

We recorded a $3.0 million provision for incomedsin the first six months of 2012 and a $4.6 millbenefit for income taxes in the
first six months of 2011. Our 2012 provision focame taxes reflects deferred U.S. income taxe<eded with the use of net operating loss
carryforwards. We released a portion of the vatuaéllowance related to our U.S. net deferred &ets during 2011. The 2011 provision for
income taxes primarily reflects tax expense assadiaith income taxes in non-U.S. jurisdictions.

We utilized U.S. net deferred tax assets, spetlficeet operating loss carryforwards and U.S. fatleax credits, in determining the
effective tax rate for the year. This resulted imeduction our effective tax rate. Absent the usthese net operating loss carryforwards and
tax credits, income tax expense would have beehdiilion and the income tax rate would have be@8 percent. Due to our U.S. net
operating loss carryforwards, our rate of cashdaxas 11.7 percent of taxable income.

Our U.S. deferred income tax assets, against wthigte is a valuation allowance, have been partidllized in determining the effecti
tax rate for 2012, with the remainder offset by theognition of $18.3 million of deferred income tabilities from the acquisitions of Z
Corp, Vidar, My Robot Nation and Bespoke. We wilhtinue our ongoing review of actual results anticgrated future earnings, and their
impact on future releases of valuation allowanéasof June 30, 2012, the Company has a $5.0 mila@uoation allowance remaining on its
U.S. net deferred tax assets.

Net income

Our net income for the first six months of 2012rdased $5.7 million to $14.5 million compared t® £2million in the first six months
of 2011. The principal reasons for the decreas&wdre discussed in more detail above, were:

. the $6.6 million increase in interest and otheremge (income), net, ai
. the $7.6 million increase in our tax provisi
. partially offset by the $8.6 million increase inevating income as discussed abc
For the six months ended June 30, 2012, averageoorshares for basic and diluted earnings per share 51.0 million and
51.9 million, respectively, and basic and dilutednings per share were $0.28. For the six montdeddune 30, 2011, average common

shares for basic and diluted earnings per shares 480 million and 50.0 million, respectively, dpasic and diluted earnings per share were
$0.41 and $0.40, respectively.

Other Financial Information

In addition to our results determined under U.Segally accepted accounting principles (“GAAP")alissed above, management
believes non-GAAP financial measures, which adjgstincome and earnings per share are useful &siaks in evaluating our operating
performance.
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We use non-GAAP financial measures of adjustednoeime and adjusted earnings per share to supptesnennaudited condensed
consolidated financial statements presented on ARGBasis to facilitate a better understanding efithpact that several strategic acquisiti
had on our financial results.

These non-GAAP financial measures have not begraped in accordance with GAAP and may be diffefiemh non-GAAP financial
measures used by other companies and they arestjrherent limitations as they reflect the of judgments by our management
about which costs, expenses and other items ahedmd:from our GAAP financial statements in deterimg our non-GAAP financial
measures. We have sought to compensate for tmeations by analyzing current and expected futeseilts on a GAAP basis as well as a
non-GAAP basis and also by providing GAAP finana@tements as required in our public disclosusesdll as reconciliations of our non-
GAAP financial measures of adjusted net incomeaatjdsted earnings per share to our GAAP finantééments.

The presentation of our non-GAAP financial measwhkih adjust net income and earnings per sharaa@rmeant to be considered in
isolation or as a substitute for the directly conapde financial measures prepared in accordande®@#HAP. These non-GAAP financial
measures are meant to supplement, and be viewsghjanction with, GAAP financial measures. We uimgeestors to review the
reconciliation of our non-GAAP financial measuregite comparable GAAP financial measures includddvp, and not to rely on any single
financial measure to evaluate our business.

Our non-GAAP financial measures which adjust nebime and earnings per share are adjusted for tiogviiog:

Sock-based compensation expenses . We exclude the tax-effected stock-based compemsakpenses from non-GAAP measures
primarily because they are non-cash.

Amortization of intangibles . We exclude the tax-effected amortization of igite assets. The increase in recent periods risgpifly in
connection with acquisitions of businesses.

Acquisition and severance expenses . We exclude the tax-effected charges associatddtie acquisition of businesses and the related
severance expenses.

Non-cash interest expenses. We exclude tax-effected, non-cash interest expepsiesarily related to the amortization costs assed
with our outstanding senior convertible notes.

Rel ease of valuation allowance on deferred tax assets . We exclude the tax-effected, non-cash benetitefreleases of portions of the
valuation allowance on deferred tax assets.

Reconciliation of GAAP Net Income to Non-GAAP Finagial Measures

Quarter Ended June 30, Six Months Ended June 30,
(Dollarsin thousands, except per share) 2012 2011 2012 2011
GAAP net income $ 8,32/ $13,37: $ 14,510 $ 20,19¢
Stocl-based compensatic 1,22¢ 847 2,261 1,23¢
Amortization of intangible{@ (: 2,84( 1,111 5,84¢ 1,952
Acquisition and severance expen 633 607 2,73¢ 70€
Non-cash interest expen 924 — 1,76¢ —
Release of valuation allowance on deferred taxta — (6,227 — (6,227
Non-GAAP adjusted net incorr $1394° $ 9,717 $ 27,12¢ $ 17,86¢
Non-GAAP adjusted basic earnings per st $ 027 $ 0.1¢ $ 0.5: $ 03¢
Non-GAAP adjusted diluted earnings per sh $ 0.27 $ 0.1¢ $ 0.52 $ 0.3¢

() Represents amortization expense for the quanded June 30, 2012 and 2011, of which $50 anf,$&6pectively, is included in cost
of sales and the remaining $2,790 and $1,006, c&spd, is included in operating expens

(b) Represents amortization expense for the sixthsoended June 30, 2012 and 2011, of which $91446, respectively, is included in
cost of sales and the remaining $5,758 and $1/88Bectively, is included in operating expen
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Financial Condition and Liquidity

Table 11
(Dollarsin thousands) June 30, 201 December 31, 201
Cash and cash equivalents $ 158,50: $ 179,12(
Working capital $ 199,50° $ 202,35
Total stockholder equity $ 384,07: $ 254,78t

Our unrestricted cash and cash equivalents dectéys$20.6 million to $158.5 million at June 30,120rom $179.1 million at
December 31, 2011. The balance at June 30, 20htiedt $106.9 million of net proceeds from our comrstock offering completed in June
2012. The balance at December 31, 2011 includef.8Xiillion of net proceeds from senior convertibtges, of which $141.3 million was
used to complete the financing transaction andesyuEnt acquisition of Z Corp and Vidar on Januar®03 2. Excluding the proceeds of the
convertible notes and common stock offering, casheiased $17.9 million. We generated $21.4 miliboash from operating activities,
consisting of $16.9 million of non-cash charged there included in our net income, our $14.5 millitet income and $10.0 million of cash
used by net changes in operating accounts. We&ist@5 million of cash in investing activities. Sessh flow andCapitalized lease
obligations below.

Cash equivalents comprise funds held in money mank&ruments and are reported at their currenyoay value, which approximates
fair value due to the short-term nature of thestruments. We minimize our credit risk by investprgnarily in investment grade, liquid
instruments and limit exposure to any one issupedding on credit quality.

Our net working capital decreased by $2.9 milliot$199.5 million at June 30, 2012 from $202.4 mwillat December 31, 2011,
primarily due to the factors discussed below.

Our unrestricted cash and cash equivalents dectéys$20.6 million to $158.5 million at June 30,120rom $179.1 million at
December 31, 2011. This decrease primarily wagaltize balance at December 31, 2011 including $i##Bllion of net proceeds from sen
convertible notes, of which $134.9 million was usedomplete the acquisition of Z Corp and VidarJanuary 3, 2012. This decrease was
partially offset by cash from operations of $21.dion and $107.7 million from financing activitiea the first six months of 2012 which
included $106.9 million of net proceeds from oumooon stock offering completed in the second quart@012.

Accounts receivable, net, increased by $12.7 miltla$63.9 million at June 30, 2012 from $51.2 imillat December 31, 2011. Our
gross accounts receivable increased by $13.5 mifimm December 31, 2011, primarily due to acqugitine receivables of Z Corp and Vidar
and our changing business model, which includeougparts services and increasing materials, bibtvhah are generally sold on credit
terms and which make up a larger percent of oaf satles. With an increased portion of our salesredit terms, our days sales outstanding
increased to 70 days at June 30, 2012 from 67 aapscember 31, 2011 and accounts receivable rhare20 days past due increased to
12.1% of gross receivables from 11.9% at DecembgP@11.

Inventories, net increased by $14.7 million to $4Million at June 30, 2012 from $25.3 million atdeenber 31, 2011. This increase
resulted primarily from a $11.4 million increasefimshed goods inventory due to the acquisitioZ @orp and Vidar and due to the timing
sales and revenue recognition at quarter-end, walgghimpacts our backlog, and a $3.8 million iaseein raw materials primarily related to
the timing of deliveries of raw materials and pemassembly parts. We maintained $3.8 million getory reserves at June 30, 2012 and
$2.5 million of such reserves at December 31, 2011.

The majority of our inventory consists of finishgoods, including primarily printers, print matesand service parts. Inventory also
consists of raw materials and spare parts forrtHeuse assembly and support service for persongpranfielssional 3D printers. We outsou
the assembly and refurbishment of production printdnerefore, we generally do not hold in inveptorost parts for production printer
assembly or refurbishment.

Accounts payable increased by $8.3 million to $34dillon at June 30, 2012 from $25.9 million at Bewber 31, 2011. The increase
primarily related to the normal timing of our schéxtl expense payments, an increase in payablésdetaour acquisition of Z Corp and
Vidar, and the increase in inventories, which iglained above.

Accrued and other liabilities increased by $2.5iomlto $19.3 million at June 30, 2012 from $16.Bion at December 31, 2011. This
increase is primarily due to an increase in accagdpensation related to higher compensation ergtsarnouts related to acquisitions.

The changes in the first six months of 2012 thatenap the other components of working capital netussed above arose in the
ordinary course of business.
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Differences between the amounts of working cajitéah changes in the cash flow statement and thenbalsheet changes for the
corresponding items are primarily the result obfgn currency translation adjustments.

We have relied on our unrestricted cash, cash ftom operations and capital markets transactiomdet our cash requirements for
working capital, capital expenditures and acquisgi However, it is possible that we may needigeradditional funds to finance our
activities beyond the next twelve months or to comsiate significant acquisitions of other businesassets, products or technologies. If
needed, we may be able to raise such funds byng®gjuity or debt securities to the public or sel@énvestors, or by borrowing from
financial institutions, selling assets or restruicty debt.

Cash flow

Table 12 summarizes the cash provided by or usegémating activities, investing activities andgiiting activities, as well as the eff
of changes in foreign currency exchange rates eh,dar the first six months of 2012 and 2011.

Table 12
Six Months Ended June 30,
(Dollarsin thousands) 2012 2011
Cash provided by operating activities $ 21,37¢ $ 6,232
Cash used in investing activiti (149,45)) (29,169
Cash provided by financing activiti 107,72¢ 64,01¢
Effect of exchange rate changes on ¢ (279 57€
Net (decrease) increase in cash and cash equis $ (20,619 $ 41,66(

Cash flow from operating activities

For the six months ended June 30, 2012, our operattivities provided $21.4 million of net caslig source of cash consisted
primarily of net income plus the effects of nonfté#ems and changes in working capital, which ascdbed above.

For the six months ended June 30, 2011, our operatitivities provided $6.2 million of net cash.ighource of cash consisted of our
$20.2 million net income, $1.3 million of narash items included in our net income and $15.8anibf cash used by net changes in oper:
accounts.

Cash flow frominvesting activities

Net cash used in investing activities in the fiigtmonths of 2012 increased to $149.5 million fri$29.2 million for the first six months
of 2011. This increase was primarily due to $14ilion of cash paid for acquisitions in the figsk months of 2012 compared to $28.0
million paid for acquisitions in the 2011 period.

Cash flow from financing activities

Net cash provided by financing activities increase®107.7 million for the six months ended JungZ12 compared to $64.0 million
in the 2011 period. Cash from financing activitieshe first six months of 2012 was from $106.9limi of net proceeds from our Common
Stock offering in the second quarter and $0.9 arilibf stock-based compensation proceeds, partffet by capital lease payments. Cash
from financing activities in the six months endedd 30, 2011 included $62.1 million of net procesexfsilting from our Common Stock
offering in March 2011 coupled with $2.3 million stock-based compensation proceeds.

Contractual commitments and off-balance sheet arrangements
Debt

As discussed above, in November 2011, we issudi¥b Senior Convertible Notes due 2016 (“the Not@s'dn aggregate principal
amount of $152.0 million. These Notes bear inteaést fixed rate of 5.50% per annum, payable J&ne@ntl December 15 of each year while
they are outstanding, beginning June 15, 2012.neth@roceeds of the Notes were used to fund theisitign of Z Corp and Vidar and for
general corporate purposes. See Notes 2 and 8 tintdudited condensed consolidated financial statesn
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The Notes have an initial conversion rate of 46168k2ares of Common Stock per $1,000 principal ameliNotes, which amounts to a
conversion price of $21.46 per common share. Upaiversion, the Company has the option to pay cagsoe Common Stock, or a
combination thereof. As of June 30, 2012, the sfw@e condition for convertibility of the Notes waatisfied. The Notes are convertible in
the quarter ending September 30, 2012. The aggregiaicipal amount of these Notes then outstandiatuires on December 15, 2016, un
earlier converted, redeemed or repurchased in danoe with the terms of the Notes.

The Notes contain a number of covenants coverimgng other things, payment of notes, reporting nileaiance of existence and
payment of taxes. Failure to comply with these oawes, or any other event of default, could reisudtcceleration of the principal amount :
accrued and unpaid interest on the notes. We werempliance with all covenants as of June 30, 28&2 Note 8 to the unaudited conde
consolidated financial statements.

Capitalized lease obligations

Our principal contractual commitments consist gfidized lease obligations. Our capitalized lealsigations, which primarily relate
to a lease agreement that we entered into durif§,20ith respect to our Rock Hill facility which eers the facility itself, decreased to $7.7
million at June 30, 2012 from $7.8 million at Ded®mm 31, 2011 primarily due to scheduled paymentsriotipal on capital lease
installments.

Our outstanding capitalized lease obligations é¢agryalues at June 30, 2012 and December 31, 2@t4 as follows:

Table 13
(Dollarsin thousands) June 30, 201 December 31, 201
Capitalized lease obligation
Current portion of capitalized lease obligatit $ 157 $ 163
Capitalized lease obligations, Ic-term portion 7,53¢ 7,60¢
Total capitalized lease obligatio $ 7,697 $ 7,772

Other contractual commitments

For certain of our recent acquisitions we are @ltéig for the payment of deferred purchase pricgingt $1.8 million, due in 2012 and
2013, compared to $1.4 million at December 31, 2@Ettain of our recent acquisitions contain earpoavisions under which the sellers of
the acquired businesses can earn additional amothesotal amount of liabilities recorded for thesarnouts at June 30, 2012 is $6.1 mill
compared to $1.9 million at December 31, 2011.I$ete 2 for details of acquisitions and related comrents.

As of June 30, 2012, we have supply commitmengedito printer assembly that total $8.9 milliompared to $10.9 million at
December 31, 2011.

Off-balance sheet arrangements

We have no off-balance sheet arrangements andtddihze any “structured debt,” “special purposer’similar unconsolidated entities
for liquidity or financing purposes.

Financial instruments

We conduct business in various countries using tretHunctional currencies of those countries aheércurrencies to effect cross
border transactions. As a result, we are subjetttdaisk that fluctuations in foreign exchangesdbetween the dates that those transactions
are entered into and their respective settlemeassdaill result in a foreign exchange gain or Id&%hen practicable, we endeavor to match
assets and liabilities in the same currency orbaiance sheet and those of our subsidiaries i todeduce these risks. We also, when we
consider it to be appropriate, enter into foreigrrency contracts to hedge exposures arising frmee transactions.

We do not hedge or trade for speculative purpaassour foreign currency contracts are generalbytsterm in nature, typically
maturing in 90 days or less. We have elected nptépare and maintain the documentation to quidiffhedge accounting treatment under
ASC 815, “Derivatives and Hedging,” and therefave,recognize all gains and losses (realized oralizesl) in interest and other expense
(income), net in our unaudited condensed cons@atatements of operations and comprehensive icom
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There were no foreign exchange contracts at Jun2@ or December 31, 2011. See Note 7 of theditelicondensed consolidated
financial statements.

Changes in the fair value of derivatives are reedrid interest and other expense (income), ne&tyirunaudited condensed consolidated
statements of operations and comprehensive incbeygending on their fair value at the end of theoripg period, derivatives are recorded
either in prepaid and other current assets ordénuad liabilities in our unaudited condensed cadstéd balance sheets.

The total impact of foreign currency related itesnsour unaudited condensed consolidated stateroéofgerations and comprehensive
income was a $0.5 million loss for the six monthdexl June 30, 2012 and a $0.6 million gain forsiRenonths ended June 30, 2011.

Recent Accounting Pronouncements

For information with respect to recent accountingnouncements and the impact of these pronouncemantur condensed
consolidated financial statements, see Note laatfaudited condensed consolidated financial statm

Critical Accounting Policies and Significant Estimades

For a discussion of our critical accounting pokicaéd estimates, refer to “Managemsmiscussion and Analysis of Financial Condi
and Results of Operations — Critical Accountingi¢le$ and Significant Estimates” in our Annual Remm Form 10-K for the year ended
December 31, 2011.

Forward-Looking Statements

Certain statements made in this Form 10-Q thaharstatements of historical or current facts arevérd-looking statements within the
meaning of the Private Securities Litigation Refokat of 1995. Forwardeoking statements include the cautionary statesnand risk factol
set forth below as well as other statements matieeifrorm 10-Q that may involve known and unknoishks, uncertainties and other factors
that may cause our actual results, performanceloe@ements to be materially different from histatiresults or from any future results
expressed or implied by such forward-looking staets.

In addition to statements that explicitly descrioeh risks and uncertainties, readers are urgedrisider statements in future or
conditional tenses or that include terms such atiebes,” “belief,” “expects,” “intends,” “anticiggas” or “plans” to be uncertain and forward-
looking. Forward-looking statements may include omnts as to our beliefs and expectations as todfvents and trends affecting our
business. Forward-looking statements are based mpoagement’s current expectations concerningdiguents and trends and are
necessarily subject to uncertainties, many of whiehoutside of our control. The factors statedeuide heading “Cautionary Statements and
Risk Factors” set forth below and those descrilbeolir other SEC reports, including our FormKL@r the year ended December 31, 2011
well as other factors, could cause actual resaltiffer materially from those reflected or predittin forward-looking statements.

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

If one or more of these or other risks or uncetiagnmaterialize, or if our underlying assumptipnsve to be incorrect, actual results
may vary materially from those reflected in or sesfgd by forward-looking statements. Any forwardking statement you read in this Form
10-Q reflects our current views with respect tafatevents and is subject to these and other tsk®rtainties and assumptions relating to
our operations, results of operations, growth st&nd liquidity. All subsequent written and di@ward-looking statements attributable to
us or individuals acting on our behalf are expregsialified in their entirety by this paragraph.wshould specifically consider the factors
identified or referred to in this Form 10-Q and otiier SEC reports, including our Annual ReporFonm 10-K for the year ended
December 31, 2011, which would cause actual reguligffer from those referred to in forward-loogistatements.

Cautionary Statements and Risk Factors

We recognize that we are subject to a number ké asnd uncertainties that may affect our futurdguerance. The risks and
uncertainties described in Item 1A in our Annuap®# on Form 10-K for the year ended December B112are not the only risks and
uncertainties that we face. Additional risks andertainties not currently known to us or that werently deem not to be material also may
impair our business operations. If any of thedesractually occur, our business, results of openatand financial condition could suffer. In
that event the trading price of our common stoakaalecline, and you may lose all or part of yawrestment in our common stock. The ri
discussed in Item 1A in our Annual Report on ForKlfor the year ended December 31, 2011 also decforward-looking statements, and
our actual results may differ substantially frorogh discussed in these forward-looking statements.
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Except as required by the federal securities lavesyundertake no obligation to publicly update atise any forward-looking statement,
whether as a result of new information, future ésem otherwise.

Item 3. Quantitative and Qualitative Disclosures Alout Market Risk.

For a discussion of market risks at December 311 2fefer to Iltem 7A, “Quantitative and Qualitativesclosures about Market Risk,”
in our Annual Report on Form 10-K for the year esh@&cember 31, 2011. During the first six month2@f2, there were no material
changes or developments that would materially #ttemmarket risk assessment performed as of Deaedih@011.

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

As of June 30, 2012, we carried out an evaluatioder the supervision and with the participatiomaf management, including our
Chief Executive Officer and Chief Financial Officef the effectiveness of the design and operaifavur disclosure controls and procedures
(as defined in Rules 13a-15(e) and 15d-15(e) oSeneurities Exchange Act of 1934, as amended fxelfange Act”) pursuant to Rules 13a-
15 and 15d-15 under the Exchange Act. These cararal procedures were designed to provide reasmaablirance that the information
required to be disclosed in the reports that weedil submit under the Exchange Act is recorded;gu®ed, summarized and reported within
the time periods specified in the SEC'’s rules amthé and that such information is accumulated amingunicated to our management,
including our Chief Executive Officer and Chief Birtial Officer, in a manner to allow timely decis$oregarding required disclosures. Based
on this evaluation, including an evaluation of thkes referred to above in this Item 4, managerhaatconcluded that our disclosure controls
and procedures were effective as of June 30, 20pPolvide reasonable assurance that the informagiguired to be disclosed in the reports
we file or submit under the Exchange Act is recdrgeocessed, summarized and reported within the fieriods specified in the SEC’s rules
and forms and that such information is accumulatedicommunicated to management, including our Gxetutive Officer and Chief
Financial Officer, in a manner to allow timely d&ions regarding required disclosures.

Changes in Internal Controls over Financial Reportng

There were no material changes in our internalrotsibver financial reporting during the period eosd by this Form 10-Q that have
materially affected, or are reasonably likely totenglly affect, our internal control over finantiaporting.
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PART Il — OTHER INFORMATION

Item 1. Legal Proceedings.

The information set forth in Note 15 of the unaaditondensed consolidated financial statementarinlAtem 1 of this Form 10-Q is
incorporated herein by reference.

Iltem 1A. Risk Factors.

There have been no material changes from theaisthfs as previously disclosed in our Annual ReporEForm 10-K for the year ended
December 31, 2011.

Item 4. Mine Safety Disclosures.
Item 6. Exhibits.
The following exhibits are included as part of thilig and incorporated herein by this reference:
3.1 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 Fori-B/A on February 4, 1994

3.2 Amendment to Certificate of Incorporation filed blay 23, 1995. (Incorporated by reference to Ext8l2tto Registrant’s
Registration Statement on Forr-2/A, filed on May 25, 1995,

3.3 Certificate of Designation of Rights, Preferenced Brivileges of Preferred Stock. (Incorporateddfgrence to Exhibit 2 to
Registrar’s Registration Statement on For-A filed on January 8, 1996

3.4 Certificate of Designation of the Series B ConvdetiPreferred Stock, filed with the Secretary @itStof Delaware on May 2, 2003.
(Incorporated by reference to Exhibit 3.1 to Regis’s Current Report on Forn-K, filed on May 7, 2003.

3.5 Certificate of Elimination of Series A Preferredb&k filed with the Secretary of State of DelawaneMarch 4, 2004. (Incorporated
reference to Exhibit 3.6 of Registr’'s Annual Report on Form -K for the year ended December 31, 2003, filed omdid5, 2004

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

3.7 Certificate of Amendment of Certificate of Incorption filed with Secretary of State of Delawarehay 19, 2004. (Incorporated by
reference to Exhibit 3.1 of the Registrant’s QudytReport on Form 10-Q for the quarterly periodled June 30, 2004, filed on
August 5, 2004.

3.8 Certificate of Amendment of Certificate of Incorption filed with Secretary of State of DelawareMay 17, 2005. (Incorporated by
reference to Exhibit 3.1 of the Registrant’s QudytReport on Form 10-Q for the quarterly periodled June 30, 2005, filed on
August 1, 2005.

3.9 Certificate of Designations, Preferences and RighBeries A Preferred Stock, filed with the Searngf State of Delaware on
December 9, 2008. (Incorporated by reference taixB.1 of Registrars Current Report on Forn-K, filed on December 9, 200¢

3.1C  Certificate of Elimination of Series A Preferre&, filed with the Secretary of State of DelawaneNovember 14, 2011.
(Incorporated by reference to Exhibit 3.1 of Regis’'s Current Report on Forn-K, filed on November 15, 2011

3.11 Amended and Restated By-Laws. (Incorporated byeafe to Exhibit 3.2 of Registrant’s Current RemortForm 8-K filed on
December 1, 2006

3.1z  Certificate of Amendment of Certificate of Incorption filed with the Secretary of State of DelawaneOctober 7, 2011.
(Incorporated by reference to Exhibit 3.1 of thgR&an’s Current Report on Forn-K, filed on October 7, 2011

31.1 Certification of Principal Executive Officer filgoursuant to Section 302 of the Sarbi-Oxley Act of 2002 dated July 26, 20!
31.z Certification of Principal Financial Officer filegursuant to Section 302 of the Sarbi-Oxley Act of 2002 dated July 26, 201
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32.1 Certification of Principal Executive Officer filggursuant to 18 U.S.C. Section 1350, as adoptedipnt$o Section 906 of the
Sarbane-Oxley Act of 2002 dated July 26, 201
32.2 Certification of Principal Financial Officer filegursuant to 18 U.S.C. Section 1350, as adoptedipatso Section 906 of the

Sarbane-Oxley Act of 2002 dated July 26, 201
101.INS XBRL Instance Documen
101.SCH XBRL Taxonomy Extension Schema Documg
101.CAL XBRL Taxonomy Extension Calculation Linkbase Docutn
101.DEF XBRL Taxonomy Extension Definition Linkbase Docurhe
101.LAB XBRL Taxonomy Extension Label Linkbase Docum
101.PRE XBRL Taxonomy Extension Presentation Linkbase Doenity

In accordance with Rule 406T of Regulation S-T,XiBRL related information in Exhibit 101 to this @uerly Report on Form 1Q-shall no
be deemed to be “filed” for purposes of Sectiorofithe Exchange Act of 1934, as amended, and &retee not subject to liability under
these sections.
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SIGNATURE

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causisdréport to be signed on its behalf
by the undersigned thereunto duly authorized.

3D SyYsTEMSC ORPORATION

By /s/ D AmMON J. GREGOIRE
Damon J. Gregoir
Senior Vice President and Chief Financial Officer
(Principal Financial and Accounting Officer)
(Duly Authorized Officer)

Date: July 26, 2012
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Exhibit 31.1

Certification of
Principal Executive Officer of
3D Systems Corporation

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

2. Based on my knowledge, this report does notaioriny untrue statement of a material fact or dméttate a material fact necessal
make the statements made, in light of the circuntgts.under which such statements were made, nistatdisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintaimlisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%nd internal control over financial reportirag @defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procsgdorecaused such disclosure controls and procedaoitge designed under our
supervision, to ensure that material informatidatmeg to the registrant, including its consolidhsubsidiaries, is made known to us by
others within those entities, particularly durihg toeriod in which this report is being prepared;

(b) Designed such internal control over financégarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

(c) Evaluated the effectiveness of the registragiisslosure controls and procedures and presenteisi report our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cougyelis report based on such
evaluation; and

(d) Disclosed in this report any change in thegegnt's internal control over financial reportititat occurred during the
registrant’s most recent fiscal quarter (the regrsts fourth fiscal quarter in the case of an ameport) that has materially affected, or
is reasonably likely to materially affect, the ®gant’s internal control over financial reportirand

5. The registrant’s other certifying officer(s) antave disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information; and

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

By: /s/ ABRAHAM N. R EICHENTAL
Abraham N. Reichenti
Title: President and Chief Executive Officer
(Principal Executive Officer)

Date: July 26, 2012
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Exhibit 31.2

Certification of
Principal Financial Officer of
3D Systems Corporation

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

2. Based on my knowledge, this report does notaioriny untrue statement of a material fact or dméttate a material fact necessal
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintaimlisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%(nd internal control over financial reportirag @defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procsgorecaused such disclosure controls and procsdonrge designed under our
supervision, to ensure that material informatidatmeg to the registrant, including its consolidhsubsidiaries, is made known to us by
others within those entities, particularly durihg toeriod in which this report is being prepared;

(b) Designed such internal control over financegarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

(c) Evaluated the effectiveness of the registragiisslosure controls and procedures and presenteisi report our conclusions
about the effectiveness of the disclosure contints procedures, as of the end of the period coveyehis report based on such
evaluation; and

(d) Disclosed in this report any change in thegegnt's internal control over financial reportititat occurred during the
registrant’s most recent fiscal quarter (the regits fourth fiscal quarter in the case of an aimeaport) that has materially affected, or
is reasonably likely to materially affect, the itgant’s internal control over financial reportiremd

5. The registrant’s other certifying officer(s) antave disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cootrer financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a s@mifiole in the registrant’s
internal control over financial reporting.

By: /s/ D AMON J. GREGOIRE
Damon J. Gregoir
Title: SeniorVice President and Chief Financial Officer
(Principal Financial and Accounting Officer)

Date: July 26, 2012
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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 Sect8@i6 of the Sarbanes-Oxley Act of 2002 and acconegathie Quarterly Report on
Form 10-Q (the “Form 10-Q”) for the quarter endade) 30, 2012 of 3D Systems Corporation (the “IS§uer

I, Abraham N. Reichental, the Principal Executivii¢@r of the Issuer, certify that, pursuant tol&.C. § 1350, as adopted pursuant to
8§ 906 of the Sarbanes-Oxley Act of 2002, to the bemy knowledge:

(i) the Form 10-Q fully complies with the requireni& of Section 13(a) or Section 15(d) of the Sei@sriExchange Act of
1934; and

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

/s/ ABrRAHAM N. REICHENTAL
Name: Abraham N. Reichent

Date: July 26, 2012

A signed original of this written statement reqdit®ey Section 906 has been provided to 3D SystemgdCation and will be retained by 3D
Systems Corporation and furnished to the SecurtiesExchange Commission or its staff upon request.
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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 Sect8@i6 of the Sarbanes-Oxley Act of 2002 and acconegathie Quarterly Report on
Form 10-Q (the “Form 10-Q”) for the quarter endade) 30, 2012 of 3D Systems Corporation (the “IS§uer

I, Damon J. Gregoire, the Principal Financial Gdfiof the Issuer, certify that, pursuant to 18 0.8 1350, as adopted pursuant to
§ 906 of the Sarbanes-Oxley Act of 2002, to the bemy knowledge:

(i) the Form 10-Q fully complies with the requireni& of Section 13(a) or Section 15(d) of the Sei@sriExchange Act of
1934; and

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

/s/ D AMON J. GREGOIRE
Name: Damon J. Gregoi

Date: July 26, 2012

A signed original of this written statement reqdit®ey Section 906 has been provided to 3D SystemgdCation and will be retained by 3D
Systems Corporation and furnished to the SecurtiesExchange Commission or its staff upon request.
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