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PART I. — FINANCIAL INFORMATION

Item 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 doubdftitounts of $5,155 (2012) and $3,019 (2(
Inventories, net of reserves of $3,824 (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 obligatic

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 120sb@0es; 57,376 (2012) and 50,975

(2011) issuet
Additional paic-in capital
Treasury stock, at cost: 343 (2012) and 324 shafkkl)
Accumulated earnings (defici
Accumulated other comprehensive inca
Total stockholder equity
Total liabilities and stockholde’ equity

See accompanying notes to condensed consolidaiaucfal statements.

September 3C

December 31

2012 2011
$ 183,93 $ 179,120
69,75( 51,19
41,28: 25,28
2,57 2,241
3,96¢ 3,52¢
13 13
301,51 261,38
34,18; 29,59
96,90: 54,04(
220,46t 107,65
63€ 3,198
6,81 7,114
$ 660,51 $ 462,97
$  15¢ $  16C
26,73 25,91
33,63 16,81¢
2,75¢ 3,39¢
15,93t 12,73t
79,21 59,02
7,49¢ 7,60¢
123,56 131,10°
22,00 3,66¢
11,66 6,781
244,02t 208,18
57 51
408,03: 274,54
(22¢) (214)
5,49¢ (22,53)
3,13 2,94(
416,49( 254,78t
$ 660,51 $ 462,97
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3D SYSTEMS CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME

(Unaudited)
Quarter Ended September 30 Nine Months Ended September 3C
(in thousands, except per share amounts) 2012 2011 2012 2011
Revenue
Products $ 5955 $ 33,246 $ 161,220 $ 95,00:
Services 30,98: 24,29( 90,83¢ 65,56
Total revenue 90,53: 57,53¢ 252,06: 160,56:
Cost of sales
Products 26,72¢ 16,01( 73,62: 45,73.
Services 16,92¢ 13,76¢ 49,74: 38,66
Total cost of sale 43,65 29,77¢ 123,36. 84,39¢
Gross profit 46,87¢ 27,76 128,70! 76,164
Operating expense
Selling, general and administrati 22,90( 15,10( 70,89¢ 42,22¢
Research and developmt 5,54: 3,87z 15,397 9,731
Total operating expens: 28,44 18,97 86,29: 51,96
Income from operation 18,43¢ 8,791 42,40¢ 24,20:
Interest and other expense, 2,161 654 8,58¢ 46E
Income before income tax 16,26¢ 8,13 33,81¢ 23,73¢
Provision for (benefit of) income tax 2,752 917 5,781 (3,677)
Net income $ 13517 $ 7,22 $ 28,02¢ $ 27,41
Other comprehensive incor
Unrealized gain (loss) on pension obligat $ ® 9% 5 % 1 % —
Foreign currency translation gain (lo: 2,01¢ (2,879 191 (250
Comprehensive incorn $ 15527 $ 434: $ 28220 $ 27,16
Net income per sha— basic $ 02¢ $ 014 $ 05 $ 0.5¢
Net income per sha— diluted $ 02¢  $ 014 $ 05 $ 0.5<

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

(Unaudited)
Nine Months Ended September 3(C
(in thousands) 2012 2011
Cash flows from operating activitie
Net income $ 28,02¢ $ 27,41
Adjustments to reconcile net income to net caskigenl by operating activitie:
Provision for (benefit of) deferred income ta: 2,941 (4,839
Depreciation and amortizatic 15,80« 7,40z
Non-cash interest on convertible no 2,92: —
Provision for bad debt 2,36¢ 92¢
Stoclk-based compensatic 3,65¢ 1,82
(Gain) loss on the disposition of property and pment and investmen (631) 82
Loss on conversion of convertible di 1,24¢ —
Changes in operating accour
Accounts receivabl (11,270 (2,56%)
Inventories (20,587 (5,000
Prepaid expenses and other current a: 237 (299
Accounts payabl (4,48%) 4,777)
Accrued liabilities 14,29¢ 37
Customer deposit (1,347 60¢
Deferred revenu 81t (1,106
Other operating assets and liabilit 12 (940
Net cash provided by operating activit 44,01 18,78
Cash flows from investing activitie
Purchases of property and equipir (1,909 (2,295
Additions to license and patent co (53%) (30%)
Cash paid for acquisitions, net of cash assu (148,279 (44,83()
Net cash used in investing activiti (150,719 (47,430
Cash flows from financing activitie
Proceeds from issuance of common st 106,89( 62,05¢
Proceeds from exercise of stock options and réstristock, ne 4,58 2,37¢
Repayment of capital lease obligatic (121 (172
Restricted cas — (189)
Net cash provided by financing activiti 111,35: 64,07:
Effect of exchange rate changes on ¢ 164 (15€)
Net increase in cash and cash equival 4,811 35,26¢
Cash and cash equivalents at the beginning ofdheq 179,12( 37,34¢
Cash and cash equivalents at the end of the p $ 18393 $ 72,61
Supplemental Cash Flow Information:
Interest payment $ 511¢ % 41¢
Income tax paymen 1,88¢ 994
Non-cash items
Transfer of equipment from inventory to propertyl @guipment, net(e 2,22¢ 2,721
Transfer of equipment to inventory from propertyl @guipment, net(t (1,365 77¢
Stock issued for acquisitions of busines 7,10z 3,04z
Stock issued for conversions of 5.50% senior cdiblernotes 11,25( —

(@) Inventory is transferred from inventory to peoy and equipment at cost when the Company regjaulditional machines for training,
demonstration or shc-term rentals

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

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

CONDENSED CONSOLIDATED STATEMENT OF EQUITY

Common Stock

(Unaudited)

Treasury Stock

Accumulated
Other

Total

Par Additional Accumulated ~ Comprehensive  Stockholders’
Value Paid In
(In thousands, except par value) Shares $0.00: Capital Shares  Amount Deficit Income Equity
Balance at December 31, 2011 50,97t $ 51 $274,54. 324 $(2149 $ (22,53) $ 2,94C $ 254,78t
Exercise of stock optior 962 — (a) 4,13 — — — — 4,13:
Issuance (repurchase) of restricted stock 474 — (a) 463 19 (24 — — 44¢
Issuance of common sto 4,157 5 106,88 106,89(
Issuance of stock for acquisitio 27¢ — (a) 7,10z 7,10:
Issuance of stock for 5.50% senior conver!
notes 53¢ 1 11,24¢ — — — — 11,25(
Stocl-based compensation expel — — 3,65¢ — — — — 3,65¢
Net income — — — — — 28,02¢ — 28,02¢
Gain on pension pla- unrealizec — — — — — — 1 1
Foreign currency translation adjustm — — — — — — 191 191
Balance at September 30, 2( 57,37¢ $ 57 $408,03: 34 $(228) $ 549t % 3,132 $ 416,49(

(&) Amounts not shown due to roundir

See accompanying notes to condensed consolidaigucfal 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 consolidettaddial statements include the accounts of 3DeBystCorporation and its
subsidiaries (collectively, the “Company”). All sigicant intercompany transactions and balances l@en eliminated in consolidation. The
unaudited condensed consolidated financial statenigve been prepared in accordance with generatigpted accounting principles in the
United States of America (“GAAP”) and the rules aadulations of the Securities and Exchange Comamg8SEC”) applicable to interim
reports. Accordingly, they do not include all théormation 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 FofvK1(“Form 10-K”) for the year
ended December 31, 2011.

In the opinion of management, the unaudited coretbnensolidated financial statements contain gllsithents, consisting of
adjustments of a normal recurring nature, necedsgryesent fairly the financial position, resudfoperations and cash flows for the periods
presented. The results of operations for the quartd nine months ended September 30, 2012 amecessarily indicative of the results tc
expected for the full year.

The preparation of financial statements in accacdamith GAAP requires management to make estinstdsassumptions that affect
the amounts reported in the financial statementtua 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 feodatk of the condensed consolidated balance ghieagh the date of the filing
this Form 10-Q. During this period, the Companyseld the acquisition of Tim The Innovative Modelmak®.V. (“TIM”) and INUS
Technology, Inc., known as Rapidfofin . See Nota@ Mote 16 for a description of subsequent events.

Recent Accounting Pronouncements

In July 2012, the Financial Accounting Standardaf“FASB”) issued Accounting Standards Update22X“ASU 2012-2"),
“Intangibles — Goodwill and Other (Topic 350).” AR2012-2 is intended to simplify the testing of mjéble assets for impairment by
permitting an entity the option to first assesslitptave factors to determine whether it is motkely than not that the fair value of indefinite-
lived intangible assets is less than its carryimgant. If an entity determines on the basis ofghalitative factors this is the case, then it is
required to perform the currently prescribed twepstmpairment test described in Topic 350. ASU 2014l become effective for fiscal
years beginning after September 15, 2012, witlyeatbption permitted. The Company does not antieiffzat this amendment will have
significant impact on the company’s consolidatedficial statements.

No new accounting pronouncements, issued or effectiiring the third quarter of 2012, have had erexpected to have a significant
impact on the Company’s consolidated financialestegnts.

(2) Acquisitions
The Company completed an acquisition in the thirdrter of 2012, which is discussed below.

On July 23, 2012, the Company acquired the shdréitu Technologies, Inc. (“Viztu”). Viztu is thdeveloper of Hypr3D™, an online
platform that allows anyone to turn their pictuaesl videos into printable 3D creations. Viztu's igt®ns have been integrated into the
Company and are included in services revenue. dinwdlue of the consideration paid for this acijiais, net of cash acquired, was $1,00(
which $500 was paid in cash and $500 was paidaneshof the Company’s common stock. These shanesissied in a private transaction
exempt from registration under the Securities Ad383. The fair value of the consideration paidtfos acquisition was allocated to the
assets purchased and liabilities assumed, bastetibrestimated fair values as of the acquisitiatedwith any excess recorded as goodwiill,
and is included in the table below which summarth@sl quarter 2012 acquisitions. The Viztu acdiosiis not significant to the Company’s
financial statements.
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Subject to the terms and conditions of the acqaisiigreement, the seller has the right to earadalitional amount, of up to a
maximum of $1,000, pursuant to an earnout formuker @ four-year period as set forth in the acqoisiagreement. As of September 30,
2012, an accrued liability of approximately $81 wasorded for the earnout. The earnout was detexrtio be acquisition consideration and
therefore is reflected as part of goodwiill.

The Company'’s purchase price allocations for tliiied company is preliminary and subject to rerishs more detailed analyses are
completed and additional information about fairueabf assets and liabilities becomes available.arheunts related to the acquisition of this
business were allocated to the assets acquiretharidbilities assumed and included in the Comfmaogndensed consolidated balance sheet
at September 30, 2012 as follows:

(in thousands) 2012
Fixed assets $ —
Intangible asset 1,16¢
Other liabilities, net of cash acquired and asastsimer (166)
Net assets acquire $1,00(
Subsequent acquisitions

In October 2012, the Company acquired the sharg@é\dfThe Innovative Modelmakers B.V. (“TIM"), a fuservice provider of on-
demand custom parts services, located in the Natits. The fair value of the consideration paidtfis acquisition, net of cash acquired,
$1,369, based on the exchange rate of the Euhe atate of acquisition, of which $801 was paidasttand $568 was paid in shares of the
Company’s common stock. These shares were isswegrivate transaction exempt from registrationarrtie Securities Act of 1933. Due to
the timing of this acquisition, the Company islie fprocess of allocating the fair values of thetsgurchased, liabilities assumed and other
intangibles identified as of the acquisition datéh any excess to be recorded as goodwill. The @om plans to integrate TIM into its
European on-demand parts services and future revieonn this acquisition will be reported in sendaevenue. The TIM acquisition is not
significant to the Company’s financial statements.

In October 2012, the Company acquired the shar&8W$ Technology, Inc., a developer of scan-to-Cédal inspection software tools,
known as Rapidforft (“Rapidform”Rapidform is located in Seoul, South Korea. Thevalue of the consideration paid for this acqiosit
net of cash acquired, was $35,000, all of which p&id in cash. Due to the timing of this acquisitithe Company is in the process of
allocating the fair values of the assets purchadssallities assumed and other intangibles ideadifas of the acquisition date, with any excess
to be recorded as goodwill. Future revenue from laiquisition will be reported in printers and otheducts revenue. The Rapidform
acquisition is not significant to the Company’sdfittial statements.

(3) Inventories
Components of inventories, net at September 3@ 20l December 31, 2011 were as follows:

(in thousands) 2012 2011

Raw materials $21,57¢ $ 8,791
Work in proces: 1,361 60¢€
Finished goods and pal 22,16¢ 18,42:
Total cosl 45,10t 27,82t
Less: reserve (3,829 (2,547)
Inventories, ne $41,28:. $25,28:
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(4) Property and Equipment
Property and equipment at September 30, 2012 andriler 31, 2011 were as follows:

Useful Life (in

(in thousands) 2012 2011 years)
Land $ 541 $ 541 N/A
Building 9,20¢ 9,20¢ 25
Machinery and equipme 46,43 36,77: 3-7
Capitalized softwar— ERP 3,17¢ 3,141 5
Office furniture and equipmel 3,28: 3,13¢ 5
Leasehold improvements 6.53; 5.99¢ Life o(li)lease
Rental equipmer 56 56 5
Construction in progres 967 98( N/A
Total property and equipme 70,18¢ 59,82¢

Less: Accumulated depreciation and amortiza (36,007 (30,239

Total property and equipment, r $ 34,18 $ 29,59«

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

Depreciation and amortization expense on propertyezjuipment for the quarter and nine months eSggdember 30, 2012 were
$2,151 and $6,285, respectively, compared to $1a54i7$4,596, respectively, for the quarter and nmioeaths ended September 30, 2011.

(5) Intangible Assets
Intangible assets other than goodwill at SepterBbeR012 and 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 $ (587H) $ — $587% $ (87 $ —
Patent cost 20,09: (13,989 6,10z 16,37¢ (13,84¢) 2,53
Acquired technolog 26,23¢ (11,437 14,797 11,01¢ (10,34% 67C
Internally developed softwal 17,841 (12,069 6,78 17,841 (9,989 7,86¢
Customer relationshiy 56,86¢ (6,17 50,69 32,97 (4,799  31,17¢
Non-compete agreemer 11,717 (3,280 8,43 8,97¢ (2,890 7,08¢
Trade name 4,36: (574 3,78¢ 1,951 (180) 1,771
Other 6,35¢ (2,829 3,531 1,98¢ (1,74¢) 24C
Intangibles with indefinite lives
Trademark: 2,77 — 2,77(C 2,70C — 2,70C
Total intangible asse $152,11¢ $ (55,214 $96,90: $99,70: $ (45,669 $54,04(

For the nine months ended September 30, 2012 &l #e Company capitalized $535 and $305, respytiof costs incurred to
acquire, develop and extend patents in the UnitattSand various other countries.

Amortization expense for intangible assets forgharter and nine months ended September 30, 204 #3v879 and $9,519,
respectively, compared to $855 and $2,806 for thetqr and nine months ended September 30, 2011.

Annual amortization expense for intangible assat®2012, 2013, 2014, 2015 and 2016 is expectee %ilR,545, $12,090, $11,974,
$10,765 and $9,624, respectively.
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(6) Accrued and Other Liabilities
Accrued liabilities at September 30, 2012 and Ddmamn31, 2011 were as follows:

(in thousands) 2012 2011
Compensation and benefits $21,61: $ 7,03¢
Vendor accrual 2,11¢ 1,64(
Accrued professional fe¢ 474 32¢€
Accrued taxe: 4,30¢ 3,50(
Royalties payabl 46¢ 30z
Accrued interes 2,33 95(
Earnouts and deferred payments related to acaunis 1,49 1,38¢
Accrued othe 82t 1,67¢
Total $33,63¢ $16,81¢

Other liabilities at September 30, 2012 and Decerhe2011 were as follows:

(in thousands) 2012 2011

Defined benefit pension obligation $ 3,85t $3,88¢
Long-term tax liability 82t 827
Earnouts and deferred payments related to acaunis 6,531 1,89¢
Other lon¢-term liabilities 45€ 172
Total $11,66° $6,781

(7) Hedging Activities and Financial Instruments

The Company conducts business in various counisigg) both the functional currencies of those coestand other currencies to eff
cross border transactions. As a result, the Comsasiybject to the risk that fluctuations in foreigxchange rates between the dates that thos
transactions are entered into and their respesétttement dates will result in a foreign exchagagim 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 foreigrenicy contracts to hedge exposures arising flarse transactions. The Company has
elected not to prepare and maintain the document&di qualify for hedge accounting treatment urAl®€ 815, “Derivatives and Hedging,”
and therefore, all gains and losses (realized mralized) are recognized in “Interest and othereesp, net” in the condensed consolidated
statements of operations and comprehensive incbagending on their fair value at the end of theorgépg period, derivatives are recorded
either in prepaid expenses and other current ass@isaccrued liabilities on the condensed consdiid balance sheet.

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

The total impact of foreign currency transactionglee condensed consolidated statements of opesatiod comprehensive income for
the quarter and nine months ended September 3@,r2fiécted gains of $653 and $138, respectivammgared to a loss of $575 and a gai
$36, respectively, for the quarter and nine moetided September 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 2016s€él 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 subordinateikbtedness that the Company may incur in thedut

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

10
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The following table summarizes the principal amauard related unamortized discount on convertibtesiat September 30, 2012 and
December 31, 2011:

(in thousands) 2012 2011

Principal amount of convertible notes $140,50( $152,00(
Unamortized discount on convertible na (16,939 (20,899
Net carrying valut $123,56. $131,10°

These notes are convertible into shares of the @agip Common Stock at an initial conversion rateieajent to 46.6021 shares of
Common Stock per $1 principal amount of notes, Whépresents an initial conversion rate of apprately $21.46 per share of Common
Stock. The conversion rate is subject to adjustritec¢rtain circumstances as more fully set fontkhie indenture covering the notes.
Conditions for conversion have been satisfied aedbtes are convertible. During the third quasfe2012 note holders converted $11,500
aggregate principal amount of notes, which conderto 536 shares of common stock. The Companygrazed a $1,245 loss on conversion
of these notes in other expense, net.

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&ettto the terms of the indenture, holders mayedrtheir notes at any time. The number
of shares of common stock that the notes are ctihkeeinto is approximately 6,548. In certain cinestances provided for in the indenture,
number of shares of common stock issuable uponassion of the notes may be increased, and witteibggregate principal amount of the
notes. Unless earlier repurchased, redeemed oedendy the notes will mature on December 15, 2016.

The notes were issued with an effective yield 86% based upon an original issue discount at 9810%.net proceeds from the
issuance of these notes, after deducting origgsald discount and capitalized issuance costs 68%6amounted to $145,366. The capitalized
issuance costs are being amortized to interestnsepaver the life of the notes, or realized upamveosion of the notes.

Upon certain terms and conditions, the Company ebegt to satisfy its conversion obligation withpest to the notes by paying cast
whole or in part, for specified aggregate princigadount 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 8,348 shares, wdtclates to a conversion price of
approximately $16.83 per share.

(9) Stock-based Compensation Plans

The Company records stock-based compensation exfresslling, general and administrative expensékeé condensed consolidated
statements of operations and comprehensive incBtnek-based compensation expense for the quardemiae months ended September 30,
2012 and 2011 was as follows:

Quarter Ended September 30 Nine Months Ended September 3C
(in thousands) 2012 2011 2012 2011
Restricted stock awards $ 1,17¢ $ 59¢ $ 3,65¢ $ 1,82i

The number of shares of restricted common stocka@adsand the weighted average fair value per shaniag the quarter and nine
months ended September 30, 2012 and 2011 werdl@ssp

Quarter Ended September 30

2012 2011
Weighted Average Weighted Average
Shares Shares
(in thousands, except per share amounts) Awarded Fair Value Awarded Fair Value
Restricted stock award
Granted under the 2004 Incentive Stock F 8C $ 34.7¢ 46 $ 22.6¢
Granted under the 2004 Restricted Stock Plan
Non-Employee Director — — — —
Total restricted stock awar: 8C $ 34.7¢ 46 $ 22.6¢
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Nine Months Ended September 3(C

2012 2011
Weighted Average Weighted Average
Shares Shares
(in thousands, except per share amounts) Awarded Fair Value Awarded Fair Value
Restricted stock award
Granted under the 2004 Incentive Stock F 237 $ 27.7¢ 19¢ $ 20.4¢
Granted under the 2004 Restricted Stock Plan
Non-Employee Director 11 27.4z% 16 18.2:%
Total restricted stock awar: 24¢ $ 27.7¢ 214 $ 20.3:¢

In the nine months ended September 30, 2012, thgp@oy granted restricted stock awards coveringshares of common stock
pursuant to the Company’s 2004 Incentive Stock .Rddrthe 237 shares granted in the first nine meof2012, 13 of the shares were
awarded to executive officers of the Company. Adddlly, of the 237 shares granted in the firsenmmonths of 2012, 4 remained subject to
acceptance at September 30, 2012. In the firstmimaths of 2011, the Company granted restrictetkstavards covering 198 shares of
common stock pursuant to the Company’s 2004 Ineer8tock Plan; 10 of which were awarded to exeeutificers of the Company.

In the first nine months of 2012 and 2011, respebti the Company granted 11 shares and 16 shasgsctively, of common stock pursuant
to the Company’s 2004 Restricted Stock Plan for-Eawployee Directors. Stock compensation expensBlém-Employee Directors for the
first nine months of 2012 and 2011 was $300 and $&&pectively.

(10) International Retirement Plan

The following table shows the components of neiquéc benefit costs and other amounts recognizeétgrcondensed consolidated
statements of operations and comprehensive inconted quarter and nine months ended Septemb&03@, and 2011

Quarter Ended September 30 Nine Months Ended September 3C
(in thousands) 2012 2011 2012 2011
Service cost $ 18 $ 28 $ 55 $ 85
Interest cos 29 31 93 95
Total $ 47 $ 59 $ 14¢€ $ 18C

(11) Earnings Per Share

The Company presents basic and diluted earningshaee (“EPS”amounts. Basic EPS is calculated by dividing nebine available 1
common stockholders by the weighted average nuofiimmmon shares outstanding during the applicpbied. Diluted EPS is calculated
by dividing net income by the weighted average nemdd common and common equivalent shares outstgritliring the applicable period.
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The following table reconciles basic weighted agerautstanding shares to diluted weighted averatgtamding shares at
September 30, 2012 and 2011:

Quarter Ended September 30 Nine Months Ended September 3C
(in thousands, except per share amounts) 2012 2011 2012 2011
Numerator:
Net income- numerator for basic net earnings per sl $ 13,517 $ 7,22 $  28,02¢ $ 27,41

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 $ 13,51° $ 7,22 $  28,02¢ $ 27,41

Denominator
Weighted average shares — denominator for basiearatngs

per share 55,93¢ 50,45( 52,68¢ 49,45t
Add: Effect of dilutive securitie
Stock options and other equity compensa 62¢ 952 784 1,02(
5.50% convertible notes (af-tax) — — — —
Denominator for diluted earnings per sh 56,56¢ 51,40: 53,47: 50,47¢
Earnings per shal
Basic $ 0.2¢ $ 0.1£ $ 0.52 $ 0.5¢
Diluted $ 0.24 $ 0.14 $ 0.52 $ 0.54
Interest expense excluded from diluted earnings per
share calculatio® $ 2,50¢ — $ 7,57¢ —
5.50% Convertible notes shares excluded from dilute
earnings per share calculati® 6,54¢ — 5,30z —

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

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

For the quarter ended September 30, 2012, aveoagmon shares for basic and diluted earnings peeshare 55,935 and 56,564,
respectively, and basic and diluted earnings paresivere both $0.24. For the quarter ended SepteB®h@011, average common shares for
basic and diluted earnings per share were 50,48® 4402 respectively, and basic and diluted egmper share were each $0.14.

For the nine months ended September 30, 2012, gvemammon shares for basic and diluted earningshaee were 52,689 and 53,4
respectively, and basic and diluted earnings paresivere $0.53 and $0.52, respectively. For the mionths ended September 30, 2011,
average common shares for basic and diluted earpiegshare were 49,455 and 50,475 respectivedybasic and diluted earnings per share
were $0.55 and $0.54, respectively.

(12) Fair Value Measurements

ASC 820, “Fair Value Measurements and Disclosurésfines fair value as the exchange price that avbelreceived 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. AAGEBD establishes a fair value hierarchy whicluireg an entity to maximize the use of
observable inputs that may be used to measuredhie:

Level 1 - Quoted prices in active markets for identicaktsor liabilities;

Level 2 - Observable inputs other than Level 1 prices, siscuoted prices for similar assets or liabiljteasoted prices in markets
that are not active; or other inputs that are olzd#e or can be corroborated by observable maketfor substantially the full term of
the assets or liabilities; or

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

For the Company, the above standard applies toegslalents and senior convertible notes. The Gompuitilizes the market approe
to measure fair value for its financial assets latillities. The market approach uses prices ahdratelevant information generated by ma
transactions involving identical or comparable tsee liabilities.
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Assets and liabilities measured at fair value oacarrring basis are summarized below:

Fair Value Measurements as of September 30, 20

(in thousands) Level 1 Level 2 Level & Total
Description
Cash equivaleni® $ 136,80! $— $— $ 136,80!

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

fair value due to the short-term nature of thesériments and are included in cash and cash egquigah the consolidated balance
sheet.

The Company did not have any transfers of assetdiailities between Level 1 and Level 2 of the falue measurement hierarchy
during the quarter and nine months ended Septe@the2012.

The carrying value of the senior convertible na@s®f September 30, 2012 and December 31, 201 $128561 and $131,107,
respectively, net of the unamortized discount. ASeptember 30, 2012 and December 31, 2011, theatet fair value of the senior
convertible notes was $141,570 and $149,615, régpbc based on quoted market prices. The Compitgrmined the fair value of the
convertible notes utilizing transactions in thedésmarkets for identical or similar liabilitiessAuch, the fair value of the senior 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 inelitems such as non-financial assets and liaslitiitially measured at fair value in a
business combination (but not measured at fairevadisubsequent periods) and non-financial, longdiassets measured at fair value for an
impairment assessment. In general, non-financggdtasand liabilities including goodwill, other intsible assets and property and equipment
are measured at fair value when there is an indicatf impairment and are recorded at fair valuly ehen 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 September 30, 2012 or Decembg?@11.

(13) Income Taxes

The Company’s effective tax rates were 16.9% anti%for the quarter and nine months ended SepteB8ther012, respectively,
compared to 11.3% and (15.5%) for the quarter amel months ended September 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 itSLhet deferred assets, against which there $uwati@n allowances, has been offset by the
recognition of deferred income tax liabilities frathre acquisitions of Z Corp, Vidar, My Robot Nati@espoke and Viztu. These acquisitions
resulted in recognizing $502 of deferred incomeassets and $18,393 of deferred income tax lisgsilit

In conjunction with the Company’s ongoing reviewitsfactual results and anticipated future earnitigs Company assesses the
possibility of releasing the valuation allowanceegning on its U.S. net deferred tax assets. Tvere no releases of the valuation allowance
on deferred tax assets during the first nine moottZ)12; however, the Compasyeffective tax rate has been reduced as a réshik aise o
U.S. net deferred tax assets against which thexevzéduation allowance. During the first nine mangéimded September 30, 2011, the Com;
reversed $17,000 of the valuation allowance appbed.S. net deferred tax assets. The reversdileofaluation allowance resulted in a non-
cash income tax benefit of $6,221, which resulted benefit of 12 cents per share for the firsemronths of 2011. As of September 30,
2012, the Company has a valuation allowance remgion its U.S. net deferred tax assets of $9,253.

As a result of the exercise of stock options duthegthird quarter, the Company will have the bi#méfan excess deduction of $31,049,
which will be recorded to additional paid-in capitdnen the Company realizes a reduction in itsenirtaxes payable.

Tax years 2008 to 2011 remain subject to examindtiothe U.S. Internal Revenue Service. The Compasyutilized a portion of its
U.S. loss carryforwards covering the years 1993@ufh 2003. Should the Company utilize any of iteaming losses, which date back to
2003, these would be subject to examination. Thagamy files income tax returns (which are operxangination beginning in the year
shown in parentheses) in France (2005), Germary7(20apan (2006), Italy (2006), Switzerland (20@& United Kingdom (2008), the
Netherlands (2006), India (2011) and Australia 20
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(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 rebemnd production facility, and sales and servidésas, including custom parts services,
operated by subsidiaries in Europe (France, GerntheyUnited Kingdom, Italy and the Netherlands) anAsia-Pacific (Australia, China
and Japan). The Company has historically disclsseamarized financial information for the geograpdmieas of operations as if they were

segments in accordance with ASC 280, “Segment Repdr

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

(in thousands)

Revenue from unaffiliated custome

Quarter Ended September 30

Nine Months Ended September 3C

2012

2011 2012

2011

United State: $ 48,82¢ $ 31,67¢ $ 141,49 $ 83,16¢
Germany 11,60¢ 8,28¢ 28,92: 23,33(
Other Europ 13,99: 12,06 42,03¢ 33,70:
Asia Pacific 16,10t 5,51( 39,60 20,36
Total $ 90,53: $ 57,53t $ 252,06 $ 160,56:
The Company’s revenue from unaffiliated customegrtype was as follows:
Quarter Ended September 30 Nine Months Ended September 3C
(in thousands) 2012 2011 2012 2011
Printers and other products $ 34,06¢ $ 14,797 $ 8485¢ $ 4451
Materials 25,48: 18,45} 76,364 50,48:
Services 30,98: 24,29( 90,83¢ 65,56!
Total revenue $ 90,53: $ 5753t $ 252,06 $ 160,56
Intercompany sales were as follows:
Quarter Ended September 30, 201
Intercompany Sales tc
(in thousands) United State: Germany Other Europe Asia Pacific Total
United States $ — $ 5,57 $ 3,06f $ 802 $ 9,44¢
Germany 94 — 504 — 59¢
Other Europ 3,71« 78 113 29 3,93¢
Asia Pacific 127 — — — 127
Total $ 3,93t $ 5,65¢ $ 3,68: $ 831 $14,10:
Quarter Ended September 30, 201
Intercompany Sales tc
(in thousands) United State Germany Other Europe Asia Pacific Total
United States $ — $ 3,96¢ $  2,27C $ 681 $ 6,91¢
Germany 8 — 1,06: — 1,071
Other Europ 3,52¢ — 7 — 3,531
Asia Pacific — — — — —
Total $ 3,63 $ 3,96¢ $ 3,34 $ 681 $11,52:
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Nine Months Ended September 30, 201
Intercompany Sales tc

(in thousands) United State Germany Other Europe Asia Pacific Total
United States $ — $8,27( $ 6,00 $ 1,53¢ $15,81:
Germany 12¢ — 1,03: 177 1,33¢
Other Europ 6,661 52 13¢ 122 6,97¢
Asia Pacific 44 7 — — 51
Total $ 6,83 $ 8,32¢ $  7,17¢ $ 1,83¢ $24,17¢
Nine Months Ended September 30, 201
Intercompany Sales tc
(in thousands) United State: Germany Other Europe Asia Pacific Total
United States $ — $11,26F $ 6,222 $ 2,817  $20,29¢
Germany 11¢€ — 2,46¢€ — 2,58¢
Other Europ 9,39¢ 1 18 — 9,41¢
Asia Pacific — — — — —
Total $ 9514 $11266 $ 8707 $ 2,81  $32,29¢

All revenue between geographic areas is recordpdads that provide for an allocation of profingk) between entities. Income from
operations and assets for each geographic areasifaiows:

Quarter Ended September 30 Nine Months Ended September 3(C

(in thousands) 2012 2011 2012 2011
Income from operation:
United State: $ 11,60: $ 5,84( $ 24,60 $ 12,97t
Germany 13¢ 15¢ 94¢ 98t
Other Europ 79: 1,24 4,22¢ 3,88(
Asia Pacific 5,90¢ 1,55¢ 12,52¢ 6,321
Subtotal 18,43¢ 8,801 42,30¢ 24,16°
Inter-segment eliminatio — (10) 96 36
Total $ 18,43¢ $ 8,791 $  42,40¢ $  24,20!

September 3C December 31

(in thousands) 2012 2011

Assets:

United State: $ 539,29: $ 346,35(

Germany 21,12 20,28t

Other Europ 76,70 71,20z

Asia Pacific 23,39¢ 25,131
Total $ 660,51¢ $ 462,97-

(15) Commitments and Contingencies

The Company leases office space under various anoetable operating leases. Rent expense undeatopgieases was $1,217 and
$3,553 for the quarter and nine months ended Sdye®®, 2012, respectively, compared to $652 ar@l31for the quarter and nine months
ended September 30, 2011, respectively.

As of September 30, 2012, the Company has suppiyvgments with third party assemblers for printesembly at September 30, 2(
that total $13,062, compared to $9,146 at SepteBbe2011.

For certain of the acquisitions, the Company isgattéd for deferred purchase price commitmentdingt&1,885, which are due in 20
and 2013. Certain of our recent acquisitions congarnout provisions under which the sellers ofattguired businesses can earn additional
amounts. The total liabilities recorded for theameuts as of September 30, 2012 was $6,143. Sgptember 30, 2011, the Company had
recorded $5,158 of liabilities for earnouts relaedcquisitions. See Note 2 for details of acdjoiss and related commitments.
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Litigation
The Company had been pursuing patent infringenitégaition against EnvisionTEC, Inc. and certairitefrelated companies since 2(
During the third quarter of 2012, the parties seltthe dispute and the litigation has been disdisse

In 2010, MSK K.K., a Japanese company, filed a dampagainst the Company’s Japanese subsidiaheif okyo District Court
asserting, among other things, various contraginslassociated with two laser sintering machinestmsed from the Company’s Japanese
subsidiary in 2007. During the third quarter of 20the parties settled the dispute and the litigatias been dismissed.

In 2008, DSM Desotech Inc. filed a complaint, whichas subsequently amended, in an action tillgl 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 witfpeet to resins used in certain of its stereolitaplyy machines. The complaint further
asserted that the Company is infringing upon twB8M Desotech’s patents relating to stereolithoyamachines.

The Company filed answers to DSM Desotech’s complaiwhich, among other things, the Company dettiedmaterial allegations of
DSM Desotech’s complaint. In 2010, the Court issaelkcision 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 constructioia$ 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 had ruled on only one of the imotions, denying the Company’s motion.

The Company understands that DSM Desotech estirtfeetamages associated with its claims to begesxof $40,000. The
Company intends to continue to vigorously contésha claims asserted by DSM Desotech.

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 adicsited results of operations or consolidated
financial position.

Indemnification

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

To the extent permitted under Delaware law, the gamy indemnifies directors and officers for certauents or occurrences while the
director or officer is, or was serving, at the Ca@mg's request in such capacity, subject to limégdeptions. The maximum potential amount
of future payments we could be required to makesutitese indemnification obligations is unlimitbdwever, the Company has directors
and officers insurance coverage that may enabl€tmepany to recover future amounts paid, subjeatdeductible and the policy limits.
There is no assurance that the policy limits waéldufficient to cover all damages, if any.

(16) Subsequent Events

In October 2012, the Company acquired the sharg@é\dfThe Innovative Modelmakers B.V. (“TIM"). TIMpocated in the Netherlands,
is a full service provider of on-demand custom padrvices. The Company plans to integrate TIM itst&uropean on-demand parts services
and future revenue from this acquisition will bpaged in services revenue. The TIM acquisitionassignificant to the Company’s financial
statements. See Note 2.

In October 2012, the Company acquired the shar#8d$ Technology, Inc., located in Korea, a developf scan-to-CAD and
inspection software tools, known as Rapidférm (“REgem”). Future revenue from this acquisition wik reported in printers and other
products revenue. The Rapidform acquisition issigmificant to the Company’s financial statemeBise Note 2.
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Item 2. Management'’s Discussion and Analysis of Famcial Condition and Results of Operations.

This discussion should be read in conjunction withunaudited condensed consolidated financiadsints and the notes thereto
included in Item 1 of this Quarterly Report on FatfrQ (“Form 10-Q").

We are subject to a number of risks and unceréantiat may affect our future performance that&eussed 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 Form-Q.

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 developmesigri@roductivity tools and curation services andloads for professionals and
consumers alike. Our integrated solutions enahteptex three-dimensional objects to be produceccthrérom 3D digital data without
tooling, greatly reducing the time and cost reqlii@produce prototypes or customized productiatsp@hrough our custom parts services,
which consists of our 3Dproparts™ and Quickpartsantds, we also supply a wide variety of custom-nmdstic and metal parts as well as
assembly and production jigs, fixtures and cagpatjerns in different finishes and colors througir@awing 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 prisnvices and custom parts services to our customers

Recent Developments

We have continued to execute on our strategiatinigs, including growing our on-demand customgsaetrvices, accelerating personal,
professional and production 3D printer penetraligrexpanding our distribution channel of resellartpers, continuing to expand our
healthcare solutions offerings and continuing tecexe on our initiative to build 3D consumer confgmoducts and services. We also recently
announced a new 3D authoring solutions growthaitiite, which is to combine scan-data capture, mpesbessing, auto-surfacing and CAD
modeling into a single platform.

During the third quarter, we announced the immedaailability of our new ProJet™ 5000 3D prinfEne ProJet™ 5000 is a large
format professional 3D printer designed for prodaurcturability and productivity, in a compact, gilieasy-to-use format. It prints at speeds
twice as fast as the previous version and offerdtghest resolution available in its class.

In connection with our consumer solutions initiatiwe acquired Viztu Technologies, the developéfygr3D™, an online platform
that allows anyone to turn their pictures and vidiexo printable 3D creations. We have integratedinto our consumer solutions products
and services. We also launched CuBify Invent, itis¢ 3D design tool developed specifically with Bnting in mind, empowering users to
easily turn ideas into reality, and several newifyubapps for game-like creation of personalized@ihted items.

In support of our on-demand parts initiative, wguaed TIM The Innovative Modelmakers B.V. (“TIMih October. TIM is a full
service provider of on-demand custom parts senlaessed in the Netherlands.

During October, in connection with our new 3D authg growth initiative, we acquired INUS Technolgdgc., a global provider of 3
scan-to-CAD and inspection software tools knowRapidform® (“Rapidform”). Rapidform is located in@&#, South Korea and we plan to
integrate it into our printers and other produetgenue.

Also in October, we launched a new material, Vistliewel, formulated for high volume jewelry prodant VisiJet Jewe? enables
manufacturers worldwide to produce master modelsdst effective direct casting of jewelry with digtaccuracy and quality, and the high
contrast provided by the material enables detailggial inspection of designs and patterns.

Results of Operations
Summary of 2012 financial results

Our operating activities generated $44.0 milliorcash during the first nine months of 2012, whicliscussed in further detail below.
We used $150.7 million to fund our strategic inirgghctivities, including acquisition of businessemancing activities during the first nine
months of 2012 provided $111.4 million of cashtdtal, our unrestricted cash balance at Septenthe2®.2 was $183.9 million compared to
$179.1 million at December 31, 2011.
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During the third quarter of 2012 we reported immvevenue and profit results as compared to it glarter of 2011 as our
worldwide businesses continued to expand both dcgly and through acquisitions. Revenue for thedtuarter of 2012 increased by 57.
over the third quarter of 2011. This increase rereie was led by a $19.3 million, or 130.3%, insecia sales of printers and other products
together with a $7.0 million, or 38.1%, increasgiimt material sales and a $6.7 million, or 27.%86rease in services revenue year-over-
year. Higher revenue combined with increased sgltjeneral and administrative expenses primaribted to compensation and acquisit
expenses and interest expense on the convertitde resulted in net income of $13.5 million for thied quarter of 2012, compared to net
income of $7.2 million for the same period in 20REvenue for Z Corp and Vidar for the third quade2012 was $13.3 million and, after
taking into account the integration and severawstse the operating loss for Z Corp and Vidar wag $illion.

Printers and other products revenue increased ®8$iillion from the third quarter of 2011, to $B4nillion, both organically and
through acquisitions. Printer units increased 1%l .@xcluding Cub& units, compared to the third tarasf 2011, from both organic growth
and acquired growth from the addition of Z Corp &idiar in 2012.

Print materials sales for the third quarter of 20&2e $25.5 million, an increase of $7.0 millioorfr the third quarter of 2011 as reve
from materials was favorably impacted by contineggansion of printers installed over past peribtisugh both organic growth and
acquisitions.

Revenue from services increased by $6.7 millio#3b.0 million in the third quarter of 2012 from $24million in the same quarter in
2011. The increase in services revenue reflecenie from our custom parts services and increasaghue from printer service components,
from both organic growth and acquisitions. Serveenue from custom parts services was $20.0 mjltbo 64.7%, of total service revenue
for the third quarter of 2012.

For the third quarter of 2012, healthcare soluti@wenue made up 13.3%, or $12.1 million, of otaltcevenue compared to 12.5%, or
$7.2 million, in the third quarter of 2011, primgrilue to our increased penetration into healtheamications and to our acquisition of Vic
Healthcare solutions revenue includes sales ofgrsnprint materials, and services for hearing édahtal, medical device and other health-
related applications.

Our gross profit in the third quarter and firsteimonths of 2012 improved by $19.1 million and $5#2illion, respectively, primarily
due to our higher level of revenue from increasgess all revenue categories, including increasednue from our higher gross profit mai
print materials, coupled with continued cost camtant. Our gross profit margin increased to 51.8%hé third quarter of 2012 from 48.3%
in the third quarter of 2011 due to product mixthaan increased portion of sales of higher margint paterials, improvements in our cost
structure and on-demand parts gross profit mangihtlhe addition of higher margin Z Corp and Videngers.

Our total operating expenses increased by $9.4omilh the third quarter of 2012 to $28.4 milliam $19.0 million in the 2011
quarter. The increase reflected higher sellingegairand administrative expenses primarily dueigbdr commissions and staffing from our
acquisitions, and acquisition and severance cdst6.8 million during the third quarter of 2012 a$8.0 million during the first nine 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 $1.6 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

Our operating income for the third quarter of 2@i&eased to $18.4 million from $8.8 million in tBB11 quarter. This improvement in
operating income improved from higher revenuesinagkased gross profit, partially offset by higbperating expenses, including
acquisition expenses incurred, as discussed below.
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Third quarter comparison of revenue by class of product and service

Table 1 sets forth our change in revenue by clapsoaluct and service for the third quarter of 2@b2npared to the third quarter of
2011:

Table 1
Printers and Other
(Doallarsin thousands) Products Print Materials Services Totals
Revenue — 3rd quarter 2011 $14,79: 25.1% $18,45: 32.1% $24,29( 42.2% $57,53¢ 10C%
Change in revenu
Volume
Core products and servic 56,88: 384.t (2,137 (11.¢) 7,03z 29.1 61,777 107.c
New products and servic 11,34 76.7 6,97¢ 37.¢ 49C 2.C 18,801 32.7
Price/Mix (48,199 (325.9 2,951 16.C — — (44,53f) (78.6)
Foreign currency translatic (74€) (5.0 (765 (4.2) (831) (3.9 (2,347) (4.1
Net change 19,27¢ 130.¢ 7,02¢ 38.1 6,691 27.t 32,99/ 57.2
Revenue- 3rd quarter 201 $ 34,06¢ 37.€% $25,48: 28.1% $30,98: 34.2% $90,53: 10C%

We earn revenues from the sale of printers and @iteelucts, print materials and services. On a @ligteted basis, revenue for the third
quarter of 2012 increased by $33.0 million, or 5@.8ompared to the third quarter of 2011 primadilye to increased sales of printers from
acquired and organic growth, coupled with incregs@at materials and on-demand parts service rewvémm acquired and organic growth.

The increase in revenue from printers and othedymts compared to the third quarter of 2011 is arily due to increased printer unit
sales volume for the third quarter of 2012, dritagrincreased demand for personal and professiomdeps and acquired printers revenue
from the Z Corp and Vidar acquisitions that we ctetgad in the first quarter of 2012.

Production printers made up $10.2 million, or 30.8%4otal printers revenue for the third quarte012, compared to $7.8 million, or
52.7% for the third quarter of 2011. This represdra 30.3% increase over the 2011 quarter, allha¢lwwas organic growth.

Personal and professional printers made up $23libmior 69.5%, of total printers revenue for théd quarter of 2012, compared to
$7.0 million, or 47.3%, for the third quarter of120 This represented a 230.9% increase in persowbprofessional printers revenue over the
2011 quarter, including revenue and units from ZpGand Vidar which were acquired in 2012.

Due to the relatively high price of certain prodaotprinters 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 redan rules prescribed by generally accepted acting principles. The shift of production
printer revenue to a lower percentage of totaltprirevenue and professional printers making wrgel percentage of printer revenue is
consistent with our ongoing plan to acceleratetprindoption by introducing lower priced printerglas partially due to the acquisition of Z
Corp and Vidar in 2012, which added only persomdl professional printers.

The $7.0 million increase in revenue from print enetls 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 63.2% of totaérizs revenue in the third quarter of 2012 comganes3.3% in the third quarter of 2011.

The increase in services revenue primarily refleetenue from our odemand parts services from both organic growthaagisitions
Service revenue from on-demand parts services 2a9 $nillion, or 64.7% of total service revenue ttoe third quarter of 2012 compared to
$15.6 million, or 64.4% of total service revenuetia 2011 period.

For both the third quarter of 2012 and 2011, Z Gaong Vidar had $13.3 million of revenue. If Z Canpd Vidar had been included in
our revenue for 2011, our overall corporate grosate would have been 27.7%.

Excluding revenue of all acquired businesses tleahave owned for less than one year, our orgaoiethrrate for the third quarter of
2012 was 26.2%.

At September 30, 2012 our backlog was $9.3 millammpared to backlogs of $8.3 million at Decemtigr2®11 and $11.3 million at
September 30, 2011. Production and delivery ofpoimters is generally not characterized by longl lémes, backlog is more dependent on
timing of customers requested delivery. In additicustom parts services lead time and backlog dkpen whether orders are for rapid
prototyping or longer-range production runs. Thpt&mber 30, 2012 backlog was well distributed witsignificant portion from each of our
revenue categories and included personal, profesisimd production printers, as well as from pmiiterials and on-demand parts. The
backlog at September 30, 2012 includes $5.5 milhibcustom parts services orders, compared tod@li®n at September 30, 2011.
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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 averagéngefirices, sometimes referred to as
price and mix effects, and the impact of fluctuasion 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 norahaterials 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.

Changein third quarter revenue by geographic region

Each geographic region contributed to our higheellef revenue in third quarter of 2012. Table & derth the change in revenue by
geographic area for the third quarter of 2012 camgbéo the third quarter of 2011:

Table 2
(Dallarsin thousands) U.S. Europe Asia-Pacific Total
Revenue — 3rd quarter 2011 $31,67¢ 55.(% $20,34¢ 35.4% $ 5,51( 9.6% $57,53¢ 10C%
Change in revenu
Volume 59,29( 187.1 10,11 49.7 11,18C 202.¢ 80,58:  140.(
Price/Mix (42,147 (133.0 (2,395 (11.9) (712) (12.9 (45,248 (78.€)
Foreign currency translatic — — (2,469 (12.)) 127 2.8 (2,342) 4.2
Net change 17,14¢ 54.1 5,25( 25.¢ 10,59 192. 32,99¢ 57.2
Revenue- 3rd quarter 201 $ 48,82¢ 53.9% $25,59¢ 28.9% $16,10¢ 17.€% $90,53: 10C%

Revenue from U.S. operations in the third quart@0d 2 increased by $17.1 million, or 54.1%, to $4&illion in 2012 from
$31.7 million in the third quarter of 2011. Theriease was due to higher volume, partially offsetigyunfavorable combined effect of price
and mix.

Revenue from non-U.S. operations in the third carast 2012 increased by $15.8 million, or 61.3%$44..7 million from $25.9 million
in 2011. Revenue from non-U.S. operations as sepéf total revenue was 46.1% and 45.0%, respegtiat September 30, 2012 and 2011.
The increase in non-U.S. revenue, excluding thecefif foreign currency translation, was 70.3%hia third quarter of 2012 compared to
3.8% in the third quarter of 2011.

Revenue from European operations increased byrffi8n, or 25.8%, to $25.6 million from $20.3 mdh in the prior year period. Tt
increase was due to a $10.1 million increase inmel, partially offset by $2.4 million unfavorablensbined effect of price and mix and a
$2.4 million unfavorable impact of foreign currertcgnslation.

Revenue from Asia-Pacific operations increased&million, or 192.3%, to $16.1 million from $5nillion in the prior year period
due primarily to the favorable $11.2 million incseain volume combined with a $0.1 million favoralsigact of foreign currency translation,
partially offset by a $0.7 million unfavorable coméd effect of price and mix.

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

Table 3
Quarter Ended September 30
2012 2011
Gross Profit Gross Profit
(Dollarsin thousands) Gross Profit Margin Gross Profit Margin
Printers and other products $ 15,41 45.2% $ 5,25] 35.5%
Print materials 17,41( 68.2 11,98 64.¢
Services 14,055 45.4 10,52¢ 43.%
Total $ 46,87¢ 51.&% $ 27,76: 48.2%
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On a consolidated basis, gross profit for the thudrter of 2012 increased by $19.1 million to $48illion from $27.8 million in the
third quarter of 2011, primarily as a result oftieg sales from all revenue categories and an iser@aour gross profit margin, as discussed
below.

Consolidated gross profit margin in the third geadf 2012 increased by 3.5 percentage points &% bf revenue from 48.3% of
revenue for the 2011 quarter. The higher grosstprafrgin reflected improvements in printers grpesfit margin due to the addition of
higher margin Z Corp and Vidar printers coupledwatr initiative to expand gross profit marginsasinprofessional printers, which more
than offset the lower gross profit margin persqraiters. The higher gross profit margin also re#e improvements in print materials and
services margins.

Printers and other products gross profit for thedtfuarter of 2012 increased to $15.4 million fr&B3 million for the 2011 quarter due
to higher revenue and expanded gross profit magyiass profit margin for printers increased by [@efcentage points to 45.2% from 35.5%
in the 2011 quarter primarily due to the additidmigher gross profit margin Z Corp and Vidar perg coupled with our initiative to expand
gross profit margins on all professional printend due to increased sales of software and prodvitiishigher gross profit margins, which
more than offset the lower margin printers.

Print materials gross profit for the third qua®&2012 increased by $5.4 million, or 45.3%, to #1million from $12.0 million for the
2011 quarter, and gross profit margin for print enias increased by 3.4 percentage points to 688/ 64.9% in the 2011 quarter primarily
due to the favorable shift of the mix of materi@i&ards higher gross profit margin personal andgssional print materials and integrated
materials.

Gross profit for services for the third quarte26fL2 increased by $3.6 million, or 33.6%, to $1million from $10.5 million for the
2011 quarter, and gross profit margin for servineseased by 2.1 percentage points to 45.4% fror8%43n the 2011 quarter. The increase in
gross profit was due primarily to higher levels@fenue from all categories. The increase in goost margin for services is primarily due
to the increase in gross profit margin on prinawies and increased revenue from higher grodg prargin consumer services. On-demand
custom parts services gross profit margin impraeedl?.5% for the third quarter of 2012 from 42.4%he third quarter of 2011. Printer
services had a gross profit margin of 48.8% conptret6.5% for the third quarter of 2011.

Operating expenses

As shown in Table 4, total operating expenses asad by $9.4 million, or 49.9%, to $28.4 milliontive third quarter of 2012 from
$19.0 million in the third quarter of 2011. Thigirase was due to higher selling, general and ashmative expenses and higher research and
development expenses, both of which are discussieavb

Table 4
Quarter Ended September 30
2012 2011
(Dollarsin thousands) Amount % Revenue Amount % Revenue
Selling, general and administrative expenses $22,90( 25.2% $15,10( 26.2%
Research and development exper 5,54: 6.1 3,87z 6.7
Total operating expens: $28,44! 31.2% $18,97: 32.£%

Selling, general and administrative expenses isettay $7.8 million to $22.9 million in the thirdarter of 2012 compared to $15.1
million in the third quarter of 2011, and decreat®@5.3% of revenue in 2012 compared to 26.29%2€drl. The increase was due primaril
a $3.9 million increase in compensation costs dummmissions on higher revenues and higher sgaffom acquisitions and continued
investment in our consumer growth initiative. SG&Rpenses included $0.3 million of acquisition aedesance expenses. Additionally,
SG&A expenses were impacted by a $2.2 million iaseein amortization expense due to acquired intdegia $0.9 million increase in
marketing expenses and a $0.5 million increasedupancy costs related to additional acquired ionat partially offset by a $1.9 million
improvement in legal expenses.

Research and development expenses increased byniiio6, or 43.2%, to $5.5 million in the third grter of 2012 from $3.9 million in
the third quarter of 2011. This increase was ppaly due to a $1.2 million increase in compensa#gpense and a $0.2 million increase in
building rent in the 2012 quarter related to neadpicts and consumer solutions development.
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Income from operations

Our income from operations of $18.4 million for thérd quarter of 2012 improved from $8.8 millian2011. Se&ross profit and
gross profit margins andOperating expenses above.

The following table sets forth operating incomeg@pgraphic area for the third quarter of 2012 caeghéo 2011:

Table 5
Quarter Ended September 30
(Dollarsin thousands) 2012 2011
Income from operation
United State: $ 11,60 $ 5,84(
Germany 13¢ 15¢
Other Europ 793 1,245
Asia Pacific 5,90¢ 1,55¢
Subtotal 18,43¢ 8,801
Inter-segment eliminatio — (10)
Total $ 18,43¢ $ 8,797

With respect to the U.S., in 2012 and 2011, theangha in operating income by geographic area refiettte 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 subsidiariesshhages in operating income in
our operations outside the U.S. in 2012 and 204dlted primarily from changes in transfer pricinbigh is a function of revenue levels. A
Pacific operating income also benefitted from awenue growth and the acquisition completed irfabeth quarter of 2011.

Interest and other expense, net

Interest and other expense, net was $2.2 millighérthird quarter of 2012 compared with $0.7 willin the 2011 quarter. The higher
interest and other expense primarily reflecteditberest related to the senior convertible notssad in the fourth quarter of 2011, which
amounted to $3.2 million of interest expense, oich!t$1.0 million represents non-cash amortizatioterest and other expense, net in the
third quarter of 2012 also reflected a net gairaoquisition and litigation settlements of $1.5 moill, a loss on conversion of convertible notes
of $1.2 million and foreign exchange gain of $0.ilian. The $0.7 million of interest and other exize, net in the third quarter of 2011
reflected foreign exchange losses of $0.6 millind $0.1 million of interest expense, partially effby a nominal amount of interest and o
income.

Provision for income taxes

We recorded a $2.8 million provision for incomedsuin the third quarter of 2012 and a $0.9 milfwavision for income taxes in the
third quarter of 2011. Our 2012 provision for inamtaxes reflects deferred U.S. income taxes agsdaith the use of net operating loss
carryforwards and tax expense associated with iec@xes in non-U.S. jurisdictions. The 2011 praridior income taxes primarily reflects
tax expense associated with income taxes in nonjuriSdictions.

We utilized U.S. net deferred tax assets, spedificeet operating loss carryforwards and U.S. fatitax credits, in determining the
effective tax rate for the year. This resulted imeduction of our effective tax rate. Absent the afthese net operating loss carryforwards and
tax credits, income tax expense would have beehfflion and the income tax rate would have beg® dercent. Due to our U.S. net
operating loss carryforwards, our rate of cashdaxas 6.5 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 tbeognition of $18.4 million of deferred income tabilities from the acquisitions of Z
Corp, Vidar, My Robot Nation, Bespoke and Viztu. Widd continue our ongoing review of actual resudtsd anticipated future earnings, and
their impact on future releases of valuation allowees. As of September 30, 2012, the Company h8s3andillion valuation allowance
remaining on its U.S. net deferred tax assets.
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Net income

Our net income for the third quarter of 2012 insexh$6.3 million to $13.5 million compared to $mBlion in the third quarter of 201
The principal reasons for the increase, which &eudsed in more detail above, were:

. the $9.6 million increase in operating income; igdlyt offset by
. the $1.9 million increase in our tax provision; ¢
. the $1.5 million increase in interest and otheremge.
For the quarter ended September 30, 2012, avetagmon shares for basic and diluted earnings peeshare 55.9 million and
56.6 million, respectively, and basic and dilutednings per share were $0.24. For the quarter eBdptember 30, 2011, average common

shares for basic and diluted earnings per shares @5 million and 51.4 million, respectively, dpasic and diluted earnings per share were
$0.14.

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

Table 6 sets forth our change in revenue by clapsodluct and service for the first nine month2012 compared to the first nine
months of 2011:

Table 6
Printers and Other
(Doallarsin thousands) Products Print Materials Services Total
Revenue — nine months 2011 $ 44,51¢ 27.1% $50,48: 31.% $65,56. 40.9% $160,56: 10C%
Change in revenu
Volume
Core products and servic 111,19( 249.¢ (1,909 (3.9 25,87¢ 39.t 135,16: 84.2
New products and servic 15,52« 34.¢ 21,67. 42.¢ 1,29¢ 2.C 38,491 24.C
Price/Mix (84,527) (189.9 7,781 154 — — (76,739 (47.9)
Foreign currency translatic (1,857 (4.2 (1,679 (3.9 (1,899 (2.9 (5,42)) (3.9
Net change 40,34( 90.€ 25,88 51.c 25,27¢  38.€ 91,49¢ 57.C
Revenue nine months 201 $ 84,85¢ 33.1% $76,36¢ 30.2% $90,83¢ 36.(% $252,06: 100%

We earn revenues from the sale of printers and @iteelucts, print materials and services. On a @lagteted basis, revenue for the first
nine months of 2012 increased by $91.5 million5010%, compared to the first nine months of 20Tbssall revenue categories, from
acquired and organic growth.

The increase in revenue from printers and othedymts compared to the first nine months of 201driimarily due to increased printer
unit sales volume for the first nine months of 20d@ven by increased demand for personal and psafaal printers and acquired printers
revenue from the Z Corp and Vidar acquisitions thatcompleted in the first quarter of 2012.

Production printers made up $25.7 million, or 30.@#4otal printers revenue for the first nine mobf 2012, compared to $25.1
million, or 56.4% for the first nine months of 2011

Personal and professional printers made up $57lébmior 69.1%, of total printers revenue for fiirst nine months of 2012, compared
to $19.4 million, or 43.6%, for the first nine mhetof 2011. This represented a 195.8% increasersopal and professional printers revenue
over the 2011 period, including revenue from ufritsn Z Corp and Vidar, which we acquired in 2012.

Due to the relatively high price of certain prodaotprinters 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 redan rules prescribed by generally accepted acting principles. The shift of production
printer revenue to a lower percentage of totaltprirevenue and personal and professional printefsng up a larger percentage of printer
revenue is consistent with our ongoing plan to kcaée printer adoption by introducing lower prigathters and is partially due to the
acquisition of Z Corp and Vidar in 2012, which adamly personal and professional printers.
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The $25.9 million increase in revenue from printenials was aided by the improvement in printetssand by the continued
expansion of printers installed over past periaga$lay increased materials sales from the acquisittd RenShap@ and Z Corp print
materials. Sales of integrated materials repredaéd2e7% of total materials revenue in the firsteninonths of 2012 compared to 52.3% in the
first nine months of 2011.

The increase in services revenue primarily refleetenue from our odemand parts services from both organic growthaaugisitions
Service revenue from on-demand parts services B&8$nillion, or 64.1% of total service revenue ttoe first nine months of 2012
compared to $40.1 million, or 61.1% of total seevievenue in the 2011 period.

For the first nine months of 2012, Z Corp and Vidantributed $40.2 million of revenue. For thetfinsne months of 2011, Z Corp and
Vidar had revenue of $40.8 million. If Z Corp andl&r had been included in our revenue for 2011 ,cwerall corporate growth rate would
have been 25.2%.

Excluding revenue of all acquired businesses tlehave owned for less than one year, our organiethrrate for the first nine months
of 2012 was 24.0%.

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 contbefect of changes in product mix and averagénsgfirices, sometimes referred to as
price and mix effects, and the impact of fluctuasién foreign currencies.

As used in this Management’s Discussion and Ang)ybe 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 norahaterials and our systems as the
trend toward smaller, lower-priced printers hastiomred and the influence of new printers and pmaterials on our operating results has
grown.

Changein first nine months revenue by geographic region

Each geographic region contributed to our higheellef revenue in first nine months of 2012. Tablgets forth the change in revenue
by geographic area for the first nine months of26dmpared to the first nine months of 2011:

Table 7
(Dollarsin thousands) U.S. Europe Asia-Pacific Total
Revenue — nine months 2011 $ 83,16: 51.8% $57,03: 35.5% $20,36" 12.7% $160,56: 10C%
Change in revenur
Volume 125,46° 150.¢ 26,51 46.5 21,67¢ 106.< 173,65 108.Z
Price/Mix (67,139 (80.7) (6,590 (11.¢) (3,010 (14.9 (76,734  (47.9)
Foreign currency translatic — — (5,989 (10.5) 56€ 2.8 (5,427) (3.4
Net change 58,33 70.1 13,93: 24.£ 19,23 94 .4 91,49¢ 57.C
Revenue nine months 201 $141,49¢ 56.1% $70,96: 28.2% $39,60: 15.1% $252,06: 10C%

Revenue from U.S. operations increased by $588milor 70.1%, to $141.5 million in 2012 from $83nillion in the first nine montt
of 2011. The increase was due to higher volumdighigroffset by the unfavorable combined effectpoice and mix.

Revenue from non-U.S. operations in the first mmanths of 2012 increased by $33.2 million, or 42.884110.6 million from
$77.4 million in 2011. Revenue from non-U.S. opera as a percent of total revenue was 43.9% arg¥#8espectively, for the first nine
months of 2012 and 2011. The increase in non-@\&nue, excluding the effect of foreign curreneynslation, was 49.9% in the first nine
months of 2012 compared to 24.5% in the first mronths of 2011.

Revenue from European operations increased by $iilion, or 24.4%, to $71.0 million from $57.0 fndn in the prior year period.
This increase was due to a $26.5 million increassmlume, partially offset by $6.5 million unfavésa combined effect of price and mix and
a $6.0 million unfavorable impact of foreign curcgrtranslation.

Revenue from Asia-Pacific operations increased®Zmillion, or 94.4%, to $39.6 million from $20illion in the prior year period
due primarily to the favorable $21.6 million incseain volume combined with a $0.6 million favoralsigact of foreign currency translation,
partially offset by a $3.0 million unfavorable coméd effect of price and mix.
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Gross profit and gross profit margins
Table 8 sets forth gross profit and gross profitgimafor our products and services for the firsteamonths of 2012 and 2011:

Table 8
Nine Months Ended September 3C
2012 2011

Gross Profit Gross Profit
(Dallarsin thousands) Gross Profit Margin Gross Profit Margin
Printers and other products $ 36,22: 42.1% $ 16,73: 37.€%
Print materials 51,38: 67.2 32,53¢ 64.5
Services 41,09: 45.2 26,89 41.C

Total $128,70( 51.1% $ 76,16/ 47.&%

On a consolidated basis, gross profit for the filse months of 2012 increased by $52.5 millio$1@8.7 million from $76.2 million in
the first nine months of 2011, primarily as a réstihigher sales from all revenue categories algdd by an increase in our gross profit
margin, as discussed below.

Consolidated gross profit margin in the first nmenths of 2012 increased by 3.7 percentage pairi4..% of revenue from 47.4% of
revenue for the 2011 quarter. The higher grosstprargin reflected improvements in print materiatgl 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 fiine months of 2012 increased to $36.2 milfrfem $16.7 million for the 2011
quarter, and gross profit margin for printers imsed by 5.1 percentage points to 42.7% from 37r68tei 2011 period primarily due to the
addition of higher margin Z Corp and Vidar printars] increased sales of higher margin softwareo#imet products.

Print materials gross profit for the first nine nfwmof 2012 increased by $18.9 million, or 57.986$51.4 million from $32.5 million fc
the 2011 quarter, and gross profit margin for pmaterials increased by 2.8 percentage points @6 from 64.5% in the 2011 period,
primarily due to the favorable shift of the mixrmohterials towards personal and professional pratenals and integrated materials.

Gross profit for services for the first nine monti2012 increased by $14.2 million, or 52.8%, 44 & million from $26.9 million for
the 2011 period, and gross profit margin for sexsimcreased by 4.2 percentage points to 45.2% 4h6% in the first nine months of 2011.
The increase in gross profit was due primarilyntoréased gross profit margin of on-demand custams panich made up an increased portion
of service revenue. The increase in gross profigindor services is primarily due to increasedesgiies from the integration of acquired
custom parts services coupled with improved gresBtpnargin on printer services. On-demand cusparis services gross profit margin
improved 4.9 percentage points to 42.8% for thet fime months of 2012 from 37.9% in the first ninenths of 2011. Printer services has a
gross profit margin of 48.3% compared to 45.0%terfirst nine months of 2011.

Operating expenses

As shown in Table 9, total operating expenses asgd by $34.3 million, or 66.1%, to $86.3 millionthe first nine months of 2012
from $52.0 million in the first nine months of 2Q1Mhis increase was due to higher selling, gersrdladministrative expenses and higher
research and development expenses, both of whictliscussed below.

Table 9
Nine Months Ended September 3C
2012 2011
(Dollarsin thousands) Amount % Revenue Amount % Revenue
Selling, general and administrative expenses $70,89¢ 28.1% $42,22: 26.2%
Research and development exper 15,39° 6.1 9,73 6.1

Total operating expens $86,29¢ 34.2% $51,96: 32.4%
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Selling, general and administrative expenses isetéy $28.7 million to $70.9 million in the firsine months of 2012 compared to
$42.2 million in the first nine months of 2011, andreased to 28.1% of revenue in 2012 compar@618% for 2011. The increase was due
primarily to a $15.8 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 $3illion of acquisition and severance
expenses, from which we expect to realize annwdhga of $5.0 million to $5.5 million. Additional\SG&A expenses were impacted by a
$6.8 million increase in amortization expense duadquired intangibles, a $2.3 million increasenrketing expenses and a $1.5 million
increase in occupancy costs related to additioraliiged locations, a $0.8 million increase in tlaasgenses and a $1.4 million increase in
bad debts and bank fees, partially offset by a $8ldon improvement in legal expenses.

Research and development expenses increased bynihton, or 58.1%, to $15.4 million in the firsime months of 2012 from
$9.7 million in the first nine months of 2011, mipally due to a $3.0 million increase in compeitsaexpense and a $1.0 million increase in
operating supplies, a $0.5 million increase in R&Bterials and supplies and a $0.5 million incréaseEcupancy costs.

I ncome from operations

Our income from operations of $42.4 million for first nine months of 2012 improved from $24.2 mill in 2011. Se&ross profit
and gross profit margins andOperating expenses above.

The following table sets forth operating incomegapgraphic area for the first nine months of 20d@gared to 2011

Table 10
Nine Months Ended September 3C
(Dollarsin thousands) 2012 2011
Income from operation
United State: $ 24,60 $ 1297
Germany 94¢ 98t
Other Europ 4,22¢ 3,88(
Asia Pacific 12,52¢ 6,327
Subtotal 42,30¢ 24,16°
Inter-segment eliminatio 96 36
Total $ 42,40t $ 24,20

With respect to the U.S., in 2012 and 2011, theangha in operating income by geographic area refiettte 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 subsidiariesshhages 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, net

Interest and other expense, net was $8.6 millidhérfirst nine months of 2012 compared with $0illion in the 2011 period. The
higher interest and other expense, net in 2012apifyreflected the interest related to the senmmvertible notes issued in the fourth quarter
of 2011, which amounted to $9.5 million of interegpense, of which $2.9 million represents non-@ashrtization. Interest and other
expense, net in the first nine months of 2012 edflected a net gain on acquisition and litigats@ttlements of $1.5 million, a loss on
conversion of convertible notes of $1.2 million dockign exchange gain of $0.1 million. The $0.%liom of expense, net in the first nine
months of 2011 reflected $0.4 million of interespense and $0.2 million of other expense; partiaffget by $0.1 million of other income
and a nominal amount of interest income and foreighange gain.

Provision for income taxes

We recorded a $5.8 million provision for incomedsuin the first nine months of 2012 and a $3.7iomlbenefit for income taxes in the
first nine months of 2011. Our 2012 provision facome taxes reflects deferred U.S. income taxexidsed with the use of net operating |
carryforwards and tax expense associated with iec@axes in non-U.S. jurisdictions. We releasedréigroof the valuation allowance related
to our U.S. net deferred tax assets during 201&.201.1 provision for income taxes primarily refletax expense associated with income
taxes in non-U.S. jurisdictions.
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We utilized U.S. net deferred tax assets, spedificeet operating loss carryforwards and U.S. fatitax credits, in determining the
effective tax rate for the year. This resulted meduction our effective tax rate. Absent the usthese net operating loss carryforwards and
tax credits, income tax expense would have beerv7$tilion and the income tax rate would have b&érY percent. Due to our U.S. net
operating loss carryforwards, our rate of cashgaxas 9.1 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 tbeognition of $18.4 million of deferred income tabilities from the acquisitions of Z
Corp, Vidar, My Robot Nation, Bespoke and Viztu. Wi continue our ongoing review of actual resudtsd anticipated future earnings, and
their impact on future releases of valuation allowees. As of September 30, 2012, the Company h8s3andillion valuation allowance
remaining on its U.S. net deferred tax assets.

Net income

Our net income for the first nine months of 201&&ased $0.6 million to $28.0 million compared 27 % million in the first nine
months of 2011. The principal reasons for the iaseg which are discussed in more detail above,:were

. the $18.2 million increase in operating income iasussed above; partially offset
. the $9.5 million increase in our tax provision;
. the $8.1 million increase in interest and otheremge, nel

For the nine months ended September 30, 2012, gevemmmon shares for basic and diluted earningstme were 52.7 million and
53.5 million, respectively, and basic and dilutednings per share were $0.53 and $0.52, respectivel the nine months ended
September 30, 2011, average common shares fordoasidiluted earnings per shares were 49.5 milliwh 50.5 million, respectively, and
basic and diluted earnings per share were $0.5%@u4d!, 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 &sioxs in evaluating our operating
performance.

We use non-GAAP financial measures of adjustednoeime and adjusted earnings per share to suppteuennaudited condensed
consolidated financial statements presented on ARSBasis 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 diffehmrh non-GAAP financial
measures used by other companies and they arecstdjaherent limitations as they reflect the of judgments by our management
about which costs, expenses and other items ahadedtfrom our GAAP financial statements in deterimg our non-GAAP financial
measures. We have sought to compensate for timaisations by analyzing current and expected futeseilts on a GAAP basis as well as a
non-GAAP basis and also by providing GAAP finanai@tements as required in our public disclosusesedl 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 measwhkigh adjust net income and earnings per sharaarmeant to be considered in
isolation or as a substitute for the directly conap¢e financial measures prepared in accordande®#AP. 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 measurestte comparable GAAP financial measures includddv, 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 féoltbesing:

Stock-based compensation expenses . We exclude the tax-effected stock-based compiemsaxpenses primarily because they are
non-cash.

Amortization of intangibles. We exclude the tax-effected amortization of igife assets. The increase in recent periods is
primarily in connection with acquisitions of busases.

Acquisition and severance expenses . We exclude the tax-effected charges associattidtiaé acquisition of businesses and the
related severance expenses.
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Non-cash interest expenses. We exclude tax-effected, non-cash interest expepsiesarily related to the amortization costs
associated with our outstanding senior convertiloles.

Release of valuation allowance on deferred tax assets . We exclude the tax-effected, non-cash benetihefreleases of portions of
the valuation allowance on deferred tax assets.

Loss on conversion of convertible notes. We exclude the tax-effected, loss on conversiotoof/ertible notes.

Net gain on acquisitions and litigation settlements . We exclude the tax-effected, net gain or losaayuisitions and litigation
settlements.

Reconciliation of GAAP Net Income to Non-GAAP Finagial Measures

Table 11
Quarter Ended September 30 Nine Months Ended September 3(C
(Dollarsin thousands, except per share) 2012 2011 2012 2011
GAAP net income $ 13,51 $ 7,22 $ 28,02¢ $ 27,41
Stocl-based compensatic 1,03t 592 3,29¢ 1,82
Amortization of intangible®) (! 2,70¢ 85E 8,55¢ 2,801
Acquisition and severance expen 232 44r 2,961 1,15]
Non-cash interest expen 863 — 2,632 —
Loss on convertible note 1,09¢ — 1,09¢ —
Net gain on acquisitions and litigation settleme (1,29¢) — (1,296 —
Release of valuation allowance on deferred taxta — — — (6,22])
Non-GAAP adjusted net incorr $ 18,15¢ $ 9,11 $  45,28: $  26,97¢
Non-GAAP adjusted basic earnings per st $ 0.3t $ 0.1¢ $ 0.8€ $ 0.5t
Non-GAAP adjusted diluted earnings per sh $ 0.32 $ 0.1¢ $ 0.8t $ 0.5¢

(&) Represents amortization expense for the quaned September 30, 2012 and 2011, of which $dlibmeach period is included in
cost of sales and the remaining $2.6 million an@ $Gillion, respectively, is included in operatiegpenses

(b) Represents amortization expense for the ninetinscended September 30, 2012 and 2011, of whidhréllion and $0.2 million,
respectively, is included in cost of sales andrémaining $8.5 million and $2.6 million, respectiués included in operating expens

Financial Condition and Liquidity

Table 12
(Dallarsin thousands) September 30, 201 December 31, 201
Cash and cash equivalents $ 183,93: $ 179,12(
Working capital $ 222,29¢ $ 202,35’
Total stockholder equity $ 416,49( $ 254,78t

Our unrestricted cash and cash equivalents inaleas&4.8 million to $183.9 million at September 2012 from $179.1 million at
December 31, 2011. We generated $44.0 million sfi¢eom operating activities. Cash from operatioossisted of $28.0 million net incon
including $28.3 million of non-cash charges and.$Xfillion of cash used by net changes in operaitgpunts, including a $10.0 million
benefit due to a timing difference in accrued litibs at September 30, 2012 that will reversehm fourth quarter. We used $150.7 million of
cash in investing activities. S&ash flow andCapitalized lease obligations below.

Cash equivalents comprise funds held in money mamk&ruments and are reported at their currenyoay value, which approximates
fair value due to the short-term nature of thesérimments. We minimize our credit risk by investprgmarily in investment grade, liquid
instruments and limit exposure to any one issupedding on credit quality.
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Our net working capital increased by $19.9 milltor$222.3 million at September 30, 2012 from $208ikion at December 31, 2011,
primarily due to the factors discussed below.

Our unrestricted cash and cash equivalents inaleas&4.8 million to $183.9 million at September 2012 from $179.1 million at
December 31, 2011. This increase primarily wastdwzsh from operations of $44.0 million and $1Iilion from financing activities in
the first nine months of 2012 which included $10®ifion of net proceeds from our common stock offg completed in the second quarter
of 2012, partially offset by $150.7 million of nesh used in investing activities.

Accounts receivable, net, increased by $18.6 miltm$69.8 million at September 30, 2012 from $5mhiion at December 31, 2011.
Our gross accounts receivable increased by $20lidmfrom December 31, 2011, primarily due to aicing the receivables of Z Corp and
Vidar and our changing business model, which inetuligher revenue from custom parts services aneriaia, both of which are generally
sold on credit terms and which make up a largecgyerof our total sales. With an increased portibaur sales on credit terms, our days s
outstanding increased to 71 days at September03@, f2om 67 days at December 31, 2011 and accoecesvable more than 90 days past
due decreased to 8.2% of gross receivables fro8%d &t December 31, 2011.

Inventories, net increased by $16.0 million to 84million at September 30, 2012 from $25.3 millerDecember 31, 2011. This
increase resulted primarily from a $14.1 milliogrieased in raw materials inventory and a $2.4 onilincrease in finished goods inventory
due to the acquisition of Z Corp and Vidar and ttuthe timing of sales and revenue recognitionuarggr-end, which also impacts our
backlog. We maintained $3.8 million of inventorgeeves at September 30, 2012 and $2.5 million cif seserves 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 printdherefore, we generally do not hold in inveptarost parts for production printer
assembly or refurbishment.

Accounts payable increased by $0.8 million to $26ilfion at September 30, 2012 from $25.9 milliagrDeecember 31, 2011. The
increase primarily related to the normal timingpaf scheduled expense payments, an increase iblpayelated to our acquisition of Z Corp
and Vidar, and the increase in inventories, whicéxplained above.

Accrued and other liabilities increased by $16.8iom to $33.6 million at September 30, 2012 frof6$ million at December 31,
2011. This increase is primarily due to the berwffa $10.0 million accrual due to a timing diffece which will reverse in the next quarter.
Accrued liabilities also increased due to an inseeia accrued compensation related to higher cosgti@m cost and an increase in earnouts
related to acquisitions.

The changes in the first nine months of 2012 thaterup the other components of working capitaldimtussed above arose in the
ordinary course of business.

Differences between the amounts of working cajitéah changes in the cash flow statement and thanbalsheet changes for the
corresponding items are primarily the result okfgn currency translation adjustments.

We have relied on our unrestricted cash, cash fitom operations and capital markets transactiomsdet our cash requirements for
working capital, capital expenditures and acquisgi However, it is possible that we may need igeradditional funds to finance our
activities beyond the next twelve months or to comsate significant acquisitions of other businesassets, products or technologies. If
needed, we may be able to raise such funds byng®ajuity 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 andginting activities, as well as the eff
of changes in foreign currency exchange rates sh,dar the first nine months of 2012 and 2011.

Table 13
Nine Months Ended September 3C
2012 2011

(Dallarsin thousands)
Cash provided by operating activiti $ 44,01 $ 18,78!
Cash used in investing activiti (150,719 (47,430
Cash provided by financing activiti 111,35: 64,07
Effect of exchange rate changes on ¢ 164 (156

Net increase in cash and cash equival $ 4,811 $ 35,26¢
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Cash flow from operating activities

For the nine months ended September 30, 2012,marating activities provided $44.0 million of netst. This source of cash consisted
primarily of net income plus the effects of nonttéems and changes in working capital, which ascdbed above.

For the nine months ended September 30, 2011,pmratng activities provided $18.8 million of netst). This source of cash consisted
of our $27.4 million net income, $5.4 million of meash items included in our net income and $14liiomof cash used by net changes in
operating accounts.

Cash flow from investing activities

Net cash used in investing activities in the fiste months of 2012 increased to $150.7 milliomfi$47.4 million for the first nine
months of 2011. This increase was primarily du§148.3 million of cash paid for acquisitions in first nine months of 2012 compared to
$44.8 million paid for acquisitions in the 2011 ipelr

Cash flow from financing activities

Net cash provided by financing activities increage®111.4 million for the nine months ended Septen80, 2012 compared to $64.1
million in the 2011 period. Cash from financingigities in the first nine months of 2012 was from0$.9 million of net proceeds from our
Common Stock offering in the second quarter an@ #4llion of stock-based compensation proceeddigigroffset by capital lease
payments. Cash from financing activities in theenimonths ended September 30, 2011 included $63itmof net proceeds resulting from
our Common Stock offering in March 2011 coupledw#£.4 million of stock-based compensation proceeds

Contractual commitments and off-balance sheet arrangements
Debt

In November 2011, we issued 5.50% Senior Convertilwites due 2016 (“the Notes”) in an aggregatecigal amount of $152.0
million. These Notes bear interest at a fixed cdt8.50% per annum, payable June 15 and Decembefrd&ch year while they are
outstanding, beginning June 15, 2012. The net pdxef the Notes were used to fund the acquisitfah Corp and Vidar and for general
corporate purposes. See Note 8 to the unauditedtosed consolidated financial statements.

The Notes have an initial conversion rate of 461668i2ares of Common Stock per $1,000 principal armeliNotes, 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. The aggregate principal amofithese Notes then outstanding matures on Deaeb®@016, unless earlier converted,
redeemed or repurchased in accordance with thesteftie Notes.

Conditions for conversion have been satisfied dedibtes are convertible. During the third quaste2012 note holders converted $1
million aggregate principal amount of notes, whicimverted into 0.5 million shares of common stddke Company recognized a $1.2
million loss on conversion of these notes.

The Notes contain a number of covenants coverimpng other things, payment of notes, reporting nteaiance of existence and
payment of taxes. Failure to comply with these cawis, or any other event of default, could reisudicceleration of the principal amount i
accrued and unpaid interest on the notes. We wearempliance with all covenants as of Septembe802. See Note 8 to the unaudited
condensed consolidated financial statements.

Capitalized lease obligations

Our principal contractual commitments consist gfitadized lease obligations. Our capitalized lealskgations, which primarily relate
to a lease agreement that we entered into durif§,20ith respect to our Rock Hill facility which wers the facility itself, decreased to $7.7
million at September 30, 2012 from $7.8 milliorDeicember 31, 2011 primarily due to scheduled paysnefprincipal on capital lease
installments.
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Our outstanding capitalized lease obligations ¢agryalues at September 30, 2012 and Decembel031, ®Rere as follows:

Table 14
(Dollarsin thousands) September 30, 201 December 31, 201
Capitalized lease obligation
Current portion of capitalized lease obligatit $ 15¢ $ 163
Capitalized lease obligations, Ic-term portior 7,494 7,60¢
Total capitalized lease obligatio $ 7,658 $ 7,772

Other contractual commitments

For certain of our recent acquisitions we are @béd for the payment of deferred purchase priainot $1.9 million, due in 2012 and
2013, compared to $1.4 million at December 31, 2@Ektain of our recent acquisitions contain eatpoavisions under which the sellers of
the acquired businesses can earn additional amotimstotal amount of liabilities recorded for themarnouts at September 30, 2012 is $6.1
million, compared to $1.9 million at December 3Q12. See Note 2 for details of acquisitions andteel commitments.

As of September 30, 2012, we have supply commitsnestated to printer assembly that total $13.lionilcompared to $10.9 million at
December 31, 2011.

Off-balance sheet arrangements

We have no off-balance sheet arrangements andtddilize any “structured debt,
for liquidity or financing purposes.

special purposer’similar unconsolidated entities

Financial instruments

We conduct business in various countries using tr@tHunctional currencies of those countries aheércurrencies to effect cross
border transactions. As a result, we are subjettteaisk that fluctuations in foreign exchangesdbetween the dates that those transactions
are entered into and their respective settlemeamssdaill result in a foreign exchange gain or Id8%en practicable, we endeavor to match
assets and liabilities in the same currency orbalance sheet and those of our subsidiaries irr todeduce these risks. We also, when we
consider it to be appropriate, enter into foreigrrency contracts to hedge exposures arising frage transactions.

We do not hedge or trade for speculative purpasesour foreign currency contracts are generalbytsterm in nature, typically
maturing in 90 days or less. We have elected nptdpare and maintain the documentation to quidifhedge accounting treatment under
ASC 815, “Derivatives and Hedging,” and therefave,recognize all gains and losses (realized oralimel) in interest and other expense,
net in our unaudited condensed consolidated statsnoé operations and comprehensive income.

There were no foreign exchange contracts at Seesth 2012 or December 31, 2011. See Note 7 afhadited condensed
consolidated financial statements.

Changes in the fair value of derivatives are reedrith interest and other expense, net, in our utedidondensed consolidated
statements of operations and comprehensive incbepending on their fair value at the end of theorépg 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 staterokofgerations and comprehensive
income was a $0.1 million gain for the nine morehded September 30, 2012 and a nominal gain famitteemonths ended September 30,
2011.

Recent Accounting Pronouncements

For information with respect to recent accountingnouncements and the impact of these pronouncemarntur condensed
consolidated financial statements, see Note ldatfaudited condensed consolidated financial statesn
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Critical Accounting Policies and Significant Estimdes

For a discussion of our critical accounting pokicéand estimates, refer to “Managememliscussion 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 Refdkat of 1995. Forwardeoking statements include the cautionary statesnendl risk factol
set forth below as well as other statements mateeifr-orm 10-Q that may involve known and unknoisks; uncertainties and other factors
that may cause our actual results, performancelie@ements to be materially different from histatiresults or from any future results
expressed or implied by such forward-looking statets.

In addition to statements that explicitly descripeh risks and uncertainties, readers are urgedrisider statements in future or
conditional tenses or that include terms such atébes,” “belief,” “expects,” “intends,” “anticigias” or “plans” to be uncertain and forward-
looking. Forward-looking statements may include omnts as to our beliefs and expectations as todf@vents and trends affecting our
business. Forward-looking statements are based mpmagement’s current expectations concerningdiguents and trends and are
necessarily subject to uncertainties, many of whiehoutside of our control. The factors statedeulde 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 resoltifer materially from those reflected or preéidtin forward-looking statements.

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

If one or more of these or other risks or unceti@snmaterialize, or if our underlying assumptipngve to be incorrect, actual results
may vary materially from those reflected in or sesfgd by forward-looking statements. Any forwardkiog statement you read in this Form
10-Q reflects our current views with respect tafatevents and is subject to these and other tiskgrtainties and assumptions relating to
our operations, results of operations, growth sgwind 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.dshould specifically consider the factors
identified or referred to in this Form 10-Q and otier 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$ asd uncertainties that may affect our futurégrarance. The risks and
uncertainties described in Item 1A in our AnnuapB® on Form 10-K for the year ended December 8112are not the only risks and
uncertainties that we face. Additional risks andartainties not currently known to us or that werently deem not to be material also may
impair our business operations. If any of thedesrectually occur, our business, results of openatand financial condition could suffer. In
that event the trading price of our common stoakaaecline, and you may lose all or part of yawrestment in our common stock. The ri
discussed in Item 1A in our Annual Report on Fo@rKlfor the year ended December 31, 2011 also decforward-looking statements, and
our actual results may differ substantially frorogh discussed in these forward-looking statements.

Except as required by the federal securities lawesundertake 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 2efer to ltem 7A, “Quantitative and Qualitatésclosures about Market Risk,”
in our Annual Report on Form 10-K for the year eh@&cember 31, 2011. During the first nine montha0d.2, there were no material
changes or developments that would materially #ttermarket risk assessment performed as of Deaedih@011.
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Item 4. Controls and Procedures.
Evaluation of disclosure controls and procedures

As of September 30, 2012, we carried out an evialnatinder the supervision and with the participaf our management, including
our Chief Executive Officer and Chief Financial io#fr, of the effectiveness of the design and opmradf our disclosure controls and
procedures (as defined in Rules 13a-15(e) and 5%el} bf the Securities Exchange Act of 1934, asrated (the “Exchange Actursuant tc
Rules 13a-15 and 15d-15 under the Exchange Actélbentrols and procedures were designed to prosa®nable assurance that the
information required to be disclosed in the reptitd we file or submit under the Exchange Aceisorded, processed, summarized and
reported within the time periods specified in tH&CS rules and forms and that such informatiorciuaulated and communicated to our
management, including our Chief Executive Officed £hief Financial Officer, in a manner to allowély decisions regarding required
disclosures. Based on this evaluation, includingaaduation of the rules referred to above in tt@m 4, management has concluded that our
disclosure controls and procedures were effectvef &eptember 30, 2012 to provide reasonable @asseithat the information required to be
disclosed in the reports we file or submit under Bxchange Act is recorded, processed, summarimbdeported within the time periods
specified in the SEC'’s rules and forms and thah soformation is accumulated and communicated toagament, including our Chief
Executive Officer and Chief Financial Officer, imanner to allow timely decisions regarding reqiiigdésclosures.

Changes in Internal Controls over Financial Reportng

There were no material changes in our internalrotsover financial reporting during the period eced by this Form 10-Q that have
materially affected, or are reasonably likely tatenally 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 unaeditondensed consolidated financial statementarinlAtem 1 of this Form 10-Q is
incorporated herein by reference.

Item 1A. Risk Factors.

There have been no material changes from the aistiorfs 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 tfiliig 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 bray 23, 1995. (Incorporated by reference to Ext8b2tto 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. (Incorporateddéfgrence 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 ConudetiPreferred Stock, filed with the Secretary @t&wof 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 Preferreadb&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 Preferreeb&k filed with the Secretary of State of DelawaneSeptember 9, 2006.
(Incorporated reference to Exhibit 3.1 of Regid’s Current Report on Forn-K, filed on September 9, 200¢

3.7 Certificate of Amendment of Certificate of Incorption filed with Secretary of State of DelawareMay 19, 2004. (Incorporated by
reference to Exhibit 3.1 of the Registrant’s QudytReport on Form 10-Q for the quarterly periodled September 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 September 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 tadi®.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 Remort-orm 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 thgRfran’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 October 25, 20
31.z Certification of Principal Financial Officer filegursuant to Section 302 of the Sarbi-Oxley Act of 2002 dated October 25, 20
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32.1 Certification of Principal Executive Officer filgoursuant to 18 U.S.C. Section 1350, as adoptedipnt$o Section 906 of the
Sarbane-Oxley Act of 2002 dated October 25, 20
32.2 Certification of Principal Financial Officer filepursuant to 18 U.S.C. Section 1350, as adoptedipatso Section 906 of the

Sarbane-Oxley Act of 2002 dated October 25, 20
101.INS XBRL Instance Documen
101.SCH XBRL Taxonomy Extension Schema Docume
101.CAL XBRL Taxonomy Extension Calculation Linkbase Docutn
101.DEF XBRL Taxonomy Extension Definition Linkbase Docurhe
101.LAB XBRL Taxonomy Extension Label Linkbase Documk
101.PRE XBRL Taxonomy Extension Presentation Linkbase Doent

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 erwthe not subject to liability under
these sections.

36



Table of Contents

SIGNATURE

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

3D SYSTEMSC ORPORATION

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

Date: October 25, 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 notador@ny untrue statement of a material fact or dmn#ttate 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 statememis,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 maintainiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirgg @defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procsdorecaused such disclosure controls and procsdorge designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhsibsidiaries, is made known to us by
others within those entities, particularly duriig period in which this report is being prepared;

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

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

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

5. The registrant’s other certifying officer(s) anltlve 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/ ABRAHAM N. R EICHENTAL
Abraham N. Reichent:
Title : President and Chief Executive Officer
(Principal Executive Officer)

Date: October 25, 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 notador@ny untrue statement of a material fact or dmn#ttate 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 statememis,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 maintainiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirgg @defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procsdorecaused such disclosure controls and procsdorge designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhsibsidiaries, is made known to us by
others within those entities, particularly duriig period in which this report is being prepared;

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

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

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

5. The registrant’s other certifying officer(s) anltlve 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/ DAMON J. GREGOIRE
Damon J. Gregoir
Title: Senior Vice President and Chief Financial Officer
(Principal Financial and Accounting Officer)

Date: October 25, 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 Sect8f}6 of the Sarbanes-Oxley Act of 2002 and accongsathie Quarterly Report on
Form 10-Q (the “Form 10-Q”") for the quarter endegpt®mber 30, 2012 of 3D Systems Corporation (theuér”).

I, Abraham N. Reichental, the Principal Executiviig@r of the Issuer, certify that, pursuant tol&.C. § 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 requiremt& of Section 13(a) or Section 15(d) of the Sei@srExchange Act of
1934; and

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

/s/ ABRAHAM N. R EICHENTAL
Name: Abraham N. Reichent

Date: October 25, 2012

A signed original of this written statement reqdil®y Section 906 has been provided to 3D SystemgdCation and will be retained by 3D
Systems Corporation and furnished to the SecuitiesExchange 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 Sect8f}6 of the Sarbanes-Oxley Act of 2002 and accongsathie Quarterly Report on
Form 10-Q (the “Form 10-Q”") for the quarter endegpt®mber 30, 2012 of 3D Systems Corporation (theuér”).

I, Damon J. Gregoire, the Principal Financial Gifiof the Issuer, certify that, pursuant to 18 8.8 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 requiremt& of Section 13(a) or Section 15(d) of the Sei@srExchange Act of
1934; and

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

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

Date: October 25, 2012

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