Table of Contents

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the quarterly period ended June 30, 2013

OR

00 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the transition period from to

Commission File No. 001-34220

3D SYSTEMS CORPORATION

(Exact Name of Registrant as Specified in Its Chaetr)

DELAWARE 95-4431352
(State or Other Jurisdiction of (I.R.S. Employer
Incorporation or Organization) Identification No.)

333 THREE D SYSTEMS CIRCLE

ROCK HILL, SOUTH CAROLINA 29730
(Address of Principal Executive Offices’ (Zip Code)

(803) 326-3900
(Registrant’s Telephone Number, Including Area Codg

Indicate by check mark whether the registranthés filed all reports required to be filed by Sexti3 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 mofah$or such shorter period that the registrans wemjuired to file such reports), and
(2) has been subject to such filing requirementsie past 90 days. Ye&l No O

Indicate by check mark whether the registrant lasmstted electronically and posted on its corpo¥steb site, if any, every Interactive
Data File required to be submitted and posted @untsio Rule 405 of Regulation S-T (8232.405 of tiapter) during the preceding 12
months (or for such shorter period that the regiigtwvas required to submit and post such filed)es No O

Indicate by check mark whether the registrantlarge accelerated filer, an accelerated filer, @accelerated filer, or a smaller
reporting company. See the definitions of “largeederated filer,” “accelerated filer” and “smalle@porting company” in Rule 12b-2 of the
Exchange Act. (Check one):

Large accelerated fils Accelerated filel O

Non-accelerated file O (Do not check if smaller reporting compal Smaller reporting compar [



Indicate by check mark whether the registrantstell company (as defined in Rule 12b-2 of the BExge Act.) YesO No

APPLICABLE ONLY TO ISSUERS INVOLVED IN BANKRUPTCY
PROCEEDINGS DURING THE PRECEDING FIVE YEARS:

Indicate by check mark whether the registrant Hed &ll documents and reports required to be fidlg&Gections 12, 13 or 15(d) of the
Securities Exchange Act of 1934 subsequent toigtgliition of securities under a plan confirmedabgourt. Yes[ No O

APPLICABLE ONLY TO CORPORATE ISSUERS:
Indicate the number of shares outstanding of e&tiedssuer’s classes of common stock, as ofdtest practicable date.

Shares of Common Stock, par value $0.001, outstgras of July 23, 2013: 101,611,538




Table of Contents

3D SYSTEMS CORPORATION

Quarterly Report on Form 10-Q for the
Quarter Ended June 30, 2013

TABLE OF CONTENTS

PART I. — FINANCIAL INFORMATION
Item 1. Financial Statemer
Item 2. Manageme’s Discussion and Analysis of Financial Conditiod &esults of Operatior
Item 3. Quantitative and Qualitative DisclosureoAbMarket Risk
Item 4. Controls and Procedul
PART Il — OTHER INFORMATION
Item 1. Legal Proceeding
Item 1A.Risk Factors
Item 6. Exhibits
Exhibit 31.1
Exhibit 31.2
Exhibit 32.1
Exhibit 32.2

20
37
37
38
38
38
38



Table of Contents

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 $6,073 (2013) and $4,317 (2(
Inventories, ne
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:

Common stock, $0.001 par value, authorized 220sb@des (2013) and 120,000 (2012); issued 10:

(2013) and 89,783 (201
Additional paic-in capital
Treasury stock, at cost: 561 shares (2013) andba&s (2012
Accumulated earning
Accumulated other comprehensive income (li

Total stockholder equity
Total liabilities and stockholde’ equity

See accompanying notes to condensed consolidaigucfal statements.

3

December 31

June 30,

2013 2012
$ 349,25! $ 155,85¢
111,45¢ 79,86¢
49,77 41,82(
4,88: 4,01(
6,78( 5,861
13 13
522,16: 287,43
36,46¢ 34,35:
139,62¢ 108,37
297,93t 240,31
31€ 107
7,85¢ 6,85
$1,004,36! $ 677,44.
$ 17¢ $ 174
35,12¢ 32,09t
29,20¢ 24,78¢
4,78¢ 2,78¢
20,84¢ 15,30¢
90,15( 75,15
7,34: 7,44
24,71¢ 80,53
22,45t 23,14
10,71, 10,84(
155,38« 197,10
10z 60
819,37 460,23
(25€) (240)
31,60¢ 16,41(
(1,839 3,86¢
848,98 480,33.
$1,004,36! $ 677,44.
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3D SYSTEMS CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME

(Unaudited)
Quarter Ended June 30, Six Months Ended June 30
(in thousands, except per share amounts) 2013 2012 2013 2012
Revenue
Products $ 83,46F $52,27¢ $151,91° $101,67:
Services 37,32: 31,33t 70,94¢ 59,85¢
Total revenue 120,78 83,61( 222,86t 161,53(
Cost of sales
Products 37,21¢ 23,84t 66,96( 46,89
Services 20,98¢ 16,79; 39,84¢ 32,81%
Total cost of sale 58,20¢ 40,64 106,80t 79,70¢
Gross profi 62,58 42,96¢ 116,06( 81,82:
Operating expense
Selling, general and administrati 36,18¢ 24,04¢ 65,64 47,99¢
Research and developmt 9,59¢ 4,921 16,10: 9,85¢
Total operating expens: 45,78 28,96 81,74: 57,85:
Income from operation 16,79¢ 13,99¢ 34,31t 23,96¢
Interest and other expense, 2,662 3,74( 12,72¢ 6,427
Income before income tax 14,13¢ 10,25¢ 21,58t¢ 17,547
Provision for income taxe 4,791 1,93¢ 6,36( 3,03¢
Net income $ 9,34: $832¢ $ 1522t $ 14,51
Other comprehensive incor
Unrealized gain (loss) on pension obligat $ (13 $ 13 % 16 $ 7
Foreign currency translation lo (2,460 (3,01€) (5,72)) (1,82€)
Comprehensive incorn $ 687C $5321 $ 9521 $ 12,69
Net income per sha— basic $ 01Cc $ 011 $ 016 $ 0.1¢
Net income per sha— diluted $ 01C $ 011 $ 01¢ $ O0.1I¢

See accompanying notes to condensed consolidaizucfal statements.

4



Table of Contents

3D SYSTEMS CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)
Six Months Ended June 30
(in thousands) 2013 2012
Cash flows from operating activitie
Net income $ 15,22¢ $ 14,51
Adjustments to reconcile net income to net caskigenl by operating activitie:
Provision for (benefit of) deferred income ta: (4,48)) 1,301
Depreciation and amortizatic 13,32¢ 10,67¢
Non-cash interest on convertible no 752 1,94
Provision for bad debt 601 904
Stoclk-based compensatic 5,34¢ 2,48(
(Gain) loss on the disposition of property and pment 3 (459
Deferred interest incon (1,019 —
Loss on conversion of convertible di 9,25 —
Changes in operating accour
Accounts receivabl (26,807 (4,980)
Inventories (9,900 (9,457
Prepaid expenses and other current a: (25¢) 20
Accounts payabl 258 4,111
Accrued liabilities 6,654 12¢
Customer deposit 2,05t (280
Deferred revenu 4,06¢ 71¢
Other operating assets and liabilit (2,290 (250
Net cash provided by operating activit 12,79: 21,37¢
Cash flows from investing activitie
Purchases of property and equipir (3,75)) (1,557)
Additions to license and patent co (1,319 (389
Proceeds from disposition of property and equipr 1,88: —
Cash paid for acquisitions, net of cash assu (86,199 (147,51)
Other investing activitie (1,500 —
Net cash used in investing activiti (90,88) (149,45)
Cash flows from financing activitie
Proceeds from issuance of common st 272,08: 106,91:
Proceeds from exercise of stock options and réstristock, ne 43% 897
Cash disbursed in lieu of fractional shares rel&textock split (177 —
Repayment of capital lease obligatic (95) (82)
Restricted cas — 1
Net cash provided by financing activiti 272,24 107,72
Effect of exchange rate changes on ¢ (760 (279
Net increase (decrease) in cash and cash equis 193,39¢ (20,619
Cash and cash equivalents at the beginning ofeéheq 155,85¢ 179,12(
Cash and cash equivalents at the end of the p $349,25¢  $ 158,50:

Supplemental Cash Flow Information:

Interest payment $ 97¢ $ 4,308
Income tax paymen $ 1,601 $ 771
Non-cash items

Transfer of equipment from inventory to propertyl @aguipment, ne@ $ 194 $ 1,58
Transfer of equipment to inventory from propertyl aguipment, ne® $ 441 $ 1,00¢
Stock issued for acquisitions of busines 6,75( 6,60¢
Stock issued for conversions of 5.50% senior cdiblernotes 4,43: —
Notes redeemed for shares of common s $ 6342( $ —

@ Inventory is transferred from inventory to propeatyd equipment at cost when the Company requirdii@tal machines for training or
demonstration or for placement into-demand parts location

®  In general, an asset is transferred from propertiyeqjuipment, net into inventory at its net bookigavhen the Company has identified
a potential sale for a used machi

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

(Unaudited)
Common Stock Treasury Stock Accumulated
Other Total
Par Additional Accumulated ~ Comprehensive Stockholders’
Value Paid In

(In thousands, except par value) Shares $0.00: Capital Shares  Amount Earnings Income (Loss) Equity
Balance at December 31, 2012 59,85 $ 60  $460,23 358 $(240) $ 16,41 $ 3,86¢ $ 480,33:
Tax benefit of stock options exercis — —@ 9,32 — — — — 9,32i
Issuance (repurchase) of restricted stoc

net 50¢€ —@ 454 29 (29 — — 43¢
Issuance of stock for 5.50% senior

convertible note 3,62¢ 3 65,36: — — — — 65,36¢
Common stock spli 30,86 31 @arn 177 — (32) — (a77)
Issuance of stock for acquisitio 194 — 6,75( — — — — 6,75(
Issuance of stock for equity rai 7,112 8 272,07 — — — — 272,08:
Stocl-based compensation expel 12 — 5,34¢ — — — — 5,34¢
Net income — — — — — 15,22¢ — 15,22¢
Gain on pension pla- unrealizec — — — — — — 16 16
Foreign currency translation adjustm: — — — — — — (5,72)) (5,72))
Balance at June 30, 20 102,17: $10z $819,37. 561 $(25¢) $ 31,60 $ (1,839 ® $ 848,98:

@  Amounts not shown due to roundir
®  Accumulated other comprehensive loss of $1,839istmef a cumulative unrealized loss on pension pfe$892 and a foreign curren
translation loss of $94°

See accompanying notes to condensed consolidai@ucfal 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 sificant intercompany transactions and balanceg l@en eliminated in consolidation. The
unaudited condensed consolidated financial statemieve been prepared in accordance with generedigpted 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 Fof¥K1(“Form 10-K”) for the year
ended December 31, 2012.

In the opinion of management, the unaudited coretbnensolidated financial statements contain gllsithents, consisting of
adjustments of a normal recurring nature, necegsgryesent fairly the financial position, resudfoperations and cash flows for the periods
presented. The results of operations for the quartd six months ended June 30, 2013 are not regdgsadicative of the results to be
expected for the full year.

The preparation of financial statements in accactdamith 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 apemying footnotes have been reclassified to conforourrent year presentation.

The Company’s Board of Directors approved a thmreviio stock split, effected in the form of a 50% $talévidend, which was paid ¢
February 22, 2013 to stockholders of record attbse of business on February 15, 2013. The Compatgckholders received one
additional share of common stock for every two shaf common stock owned. This did not change tbpgstionate interest that a
stockholder maintained in the Company. In lieuratfional shares, shareholders received a cashgraywased on the closing market price of
DDD stock on the record date. All share and pereshenounts set forth in this report, including @age per share and the weighted average
number of shares outstanding for basic and dilatedings per share, for each respective periog bagn adjusted to reflect the three-for-
two stock split.

All amounts presented in the accompanying footnategresented in thousands, except for per shimeriation.

The Company has evaluated subsequent events fdath of the condensed consolidated balance strteagh the date of the filing
this Form 10-Q. During the period, the Company @tbthe acquisition of Phenix Systems. See Noted2\Narte 17 for a description of
subsequent events.

Recent Accounting Pronouncements

No new accounting pronouncements, issued or effedtiring the second quarter of 2013, have hadeoexpected to have a significant
impact on the Company’s consolidated financialestegnts.
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(2) Acquisitions

The Company completed one acquisition in the segoiadter of 2013, which is discussed below. Duthvgprevious quarter of 2013,
the Company completed two acquisitions which agapestjto a purchase price of $52,949.

On May 1, 2013, the Company acquired certain assetdiabilities of Rapid Product Development Groiqe. (‘RPDG”). RPDG is a
global provider of additive and traditional quickt manufacturing services. RPDG’s operations Heen integrated into the Company’s
Quickparts services and are included in servicesmee. The fair value of the consideration that bel paid for this acquisition, net of cash
acquired, is $44,500, of which $33,250 has beeth ipacash and $6,750 has been paid in shares &dhmpany’s stock. The remaining
$4,500 deferred purchase price, to paid on the dtlmanniversary of the closing date, will be paith $3,750 of cash and $750 in shares of
the Company'’s stock. These shares will be issuedprivate transaction exempt from registrationarrttie Securities Act of 1933. The fair
value of the consideration paid for this acquisitweas allocated to the assets purchased andtiebiéissumed, based on their estimated fair
values as of the acquisition date, with any excessrded as goodwill, and is included in the tdd@w, which summarizes the second
quarter 2013 acquisitions. Factors considered ierdeénation of goodwill include synergies, workferwertical integration and strategic fit
for the Company. The RPDG acquisition is not sigaifit to the Company’s operating results.

The acquisition completed in the second quartaotsnaterial relative to the Company’s assets erafing results; therefore, no
proforma financial information is provided for tlasquisition.

The Company'’s purchase price allocation for thesaied company is preliminary and subject to revisis more detailed analyses are
completed and additional information about fairueabf assets and liabilities becomes available.arheunts related to the second quarter
acquisition were allocated to the assets acquineldtze liabilities assumed and are included inGbepany’s condensed consolidated balance
sheet at June 30, 2013 as follows:

(in thousands) 2013

Fixed assets $ 84¢
Other intangible assets, r 15,80(
Goodwill 27,69
Other assets, net of cash acqu 3,79¢
Liabilities (3,649
Net assets acquire $44,50(

Subsequent Acquisition

On July 15, 2013, the Company acquired approxima&&?o of the outstanding shares and voting righBhenix Systems, a leading
global provider of direct metal selective lasetesiimg 3D Printers based in Riom, France. Phensté&ys designs, manufactures and sells
proprietary direct metal 3D printers that can pdnémically pure fully dense metal and ceramicgfidm very fine powders. Materials
include stainless steel, tool steel, super allogs;ferrous alloys, precious metals and aluminafeariety of aerospace, automotive and
patient-specific medical device applications. Taie ¥alue of the consideration paid for this actwis, net of cash acquired, was $15,110, all
of which was paid in cash. Due to the timing of #loguisition, the Company is in the process ofcallimg fair values of assets purchased,
liabilities assumed and other intangibles identifieased on their estimated fair values as of theiaition date, with any excess recorded as
goodwill. Factors considered in determination obdwill include synergies, workforce, vertical intation and strategic fit for the Company.
The Company plans to launch a simplified takeoweplbocess in accordance with the French marketsicaity on the remaining shares and
voting rights. The Company plans to integrate Ph&yistems into its operations and future revenomm fthis acquisition would be included
printers and other products and services revenue atquisition is not significant to the Compamyperating results.

8
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(3) Inventories

Components of inventories, net at June 30, 2013 @muegmber 31, 2012 were as follows:

(in thousands) 2013 2012

Raw materials $23,17¢ $19,78¢
Work in proces: 587 A77
Finished goods and pal 26,00¢ 21,55¢
Inventories, ne $49,77: $41,82(

(4) Property and Equipment
Property and equipment at June 30, 2013 and Deae3ib@012 were as follows:

(in thousands) 2013 2012 Useful Life (in years'
Land $ 541 $ 541 N/A
Building 9,31¢ 9,31t 25
Machinery and equipme 47,91¢ 45,86¢ 3-7
Capitalized softwar— ERP 3,73( 3,181 5
Office furniture and equipmel 3,51¢ 3,351 5
Leasehold improvemen 8,83: 6,46 Life of lease®
Rental equipmer — 57 5
Construction in progres 3,16¢ 2,59t N/A
Total property and equipme 77,02: 71,38

Less: Accumulated depreciation and amortiza (40,556 (37,029

Total property and equipment, r $ 36,46¢ $ 34,35¢

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

Depreciation and amortization expense on propertyesuipment for the quarter and six months ended 30, 2013 was $2,251 and
$4,432, respectively, compared to $2,162 and $4/E3pectively, for the quarter and six months dntiene 30, 2012.

9
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(5) Intangible Assets
Intangible assets other than goodwill at June 8@32and December 31, 2012 were as follows:

2013 2012
Accumulated Accumulated
Useful Life

(in thousands) Gross Amortization Net Gross Amortization Net (in years)
Intangible assets with finite live

Licenses $ 587t $ (87 $ — ¢$ 587" $ (587H) $ —

Patent cost 30,33¢ (14,309 16,03( 27,63¢ (14,04%) 13,58¢ 6-7

Acquired technolog 26,20 (12,599 13,60: 26,26 (11,857 14,41( 5-10

Internally developed softwal 17,841 (12,149 5,704 17,841 (11,429 6,42: 5

Customer relationshir 89,58 (12,01) 77,57¢ 60,32¢ (7,759 52,57¢ 5-13

Non-compete agreemer 15,081 (5,207 9,88¢ 14,05 (3,836 10,21°¢ 3-11

Trade name 8,52¢ (1,375 7,15¢ 5,81¢ (723 5,091 2-10

Other 11,20¢ (3,636 7,56¢ 6,35¢ (3,05)) 3,30t <1-7
Intangibles with indefinite lives

Trademarks 2,11( — 2,11( 2,71( — 2,77( N/A
Total intangible asse $206,77¢ $ (67,146 $139,62¢ $166,93¢ $ (58,56:) $108,37° <1-13

For the six months ended June 30, 2013 and 20&Z;¢dmpany capitalized $1,313 and $389, respectivélyosts incurred to acquire,
develop and extend patents in the United Statevarious other countries.

Amortization expense for intangible assets forgharter and six months ended June 30, 2013 wa84%)td $8,896, respectively,
compared to $3,021 and $6,440, respectively, fgimarter and six months ended June 30, 2012.

Annual amortization expense for intangible assat®2013, 2014, 2015, 2016 and 2017 is expectee %ilh,034, $18,613, $16,756,
$14,889 and $13,481, respectively.

(6) Accrued and Other Liabilities
Accrued liabilities at June 30, 2013 and Decemlie2812 were as follows:

(in thousands) 2013 2012
Compensation and benefits $12,32: $13,58:
Vendor accrual 4,49¢ 3,351
Accrued professional fe¢ 39: 53¢
Accrued taxe: 3,241 3,38
Royalties payabl 55€ 55C
Accrued interes 111 26€
Earnouts and deferred payments related to acaunis 7,151 2,651
Accrued othe 92€ 462
Total $29,20¢ $24,78¢

10
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Other liabilities at June 30, 2013 and Decembei2B12 were as follows:

(in thousands) 2013 2012

Defined benefit pension obligation $ 5,03¢ $ 5,13¢
Long term tax liability 192 803
Earnouts related to acquisitio 1,45¢ 1,45¢
Long term deferred reveni 3,22 2,781
Other long term liabilitie: 813 657
Total $10,71° $10,84(

(7) Hedging Activities and Financial Instruments

The Company conducts business in various counigigg 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 respestttéement dates will result in a foreign exchagaim or loss. When practicable, the Comp
endeavors to match assets and liabilities in theesaurrency on its balance sheet and those dilitsidiaries in order to reduce these risks.
When appropriate, the Company enters into foreigreticy contracts to hedge exposures arising flarse transactions. The Company has
elected not to prepare and maintain the documenté&di qualify for hedge accounting treatment ure€ 815, “Derivatives and Hedging,”
and therefore, all gains and losses (realized mralized) are recognized in “Interest and othereasp, net” in the condensed consolidated
statements of operations and comprehensive incDemending on their fair value at the end of theorépg period, derivatives are recorded
either in prepaid expenses and other current ass@isaccrued liabilities on the condensed cousiéid balance sheet.

There were no foreign currency contracts outstapdirndune 30, 2013 or at December 31, 2012.

The total impact of foreign currency transactiongtte condensed consolidated statements of opesatiod comprehensive income for
the quarter and six months ended June 30, 201&:tefl a gain of $203 and a loss of $762, respégtivempared to a loss of $1,035 and
$515, respectively, for the quarter and six moetiged June 30, 2012.

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

In November 2011, the Company issued $152,0005805.senior convertible notes due December 2016sé 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 subordinateiébtedness that the Company may incur in thedut

The notes accrue interest at the rate of 5.50%qear payable in cash semi-annually on June 15 aweémber 15 of each year.

The following table summarizes the principal amauamd related unamortized discount on convertibteshat June 30, 2013 and
December 31, 2012:

(in thousands) 2013 2012

Principal amount of convertible notes $27,54( $ 90,96(
Unamortized discount on convertible no 2,821 (10,429
Net carrying valut $24,71¢ $ 80,53:

These notes are convertible into shares of the @agip Common Stock at a conversion rate equivatef9.9032 shares of Common
Stock per $1 principal amount of notes, which repnés a conversion rate of approximately $14.3kpare of Common Stock. The
conversion rate is subject to adjustment in cetaitumstances as more fully set forth in the indencovering the notes. Conditions for
conversion have been satisfied and the notes aredible. During the second quarter of 2013 natielérs converted $20,800 aggregate
principal amount of notes, which converted intdb4,4hares of common stock, on a split-adjustedsb@tie Company recognized a $3,538
loss on conversion of these notes in interest dmer @xpense, net. During the first six months@f2, note holders converted $63,420
aggregate principal amount of notes, which condeirie 4,433 shares of common stock, on a sgljisted basis. The Company recogniz
$9,253 loss on conversion of these notes in intamred other expense, net.

11



Table of Contents

The remaining notes are convertible into approxatyat,925 shares of common stock. In certain cirstamces provided for in the
indenture, the number of shares of common stockalde upon conversion of the notes may be increasebiwith it the aggregate principal
amount of the notes. Unless earlier repurchasedmrerted, the notes will mature on December 15620

The notes were issued with an effective yield 86%6 based upon an original issue discount at 9810f.net proceeds from the
issuance of these notes, after deducting origgsald discount and capitalized issuance costs 6886amounted to $145,366. The capitalized
issuance costs are being amortized to interestnsepaver the life of the notes, 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 princigalount of the notes. In the event of certain tygfdandamental changes, the Company will
increase the conversion rate by a number of additishares, up to a maximum of 2,455 shares, wddciates to a conversion price of
approximately $11.22 per share.

(9) Stock-based Compensation Plans

The Company records stock-based compensation exjresslling, general and administrative expenseke condensed consolidated
statements of operations and comprehensive incBtoek-based compensation expense for the quaresiamonths ended June 30, 2013
and 2012 was as follows:

Quarter Ended June 30, Six Months Ended June 30
(in thousands) 2013 2012 2013 2012
Restricted stock awards $ 3,12¢ $ 1,300 $ 5,34¢ $ 2,48(

The number of shares of restricted common stocka@aaband the weighted average fair value per shaniag the quarter and six
months ended June 30, 2013 and 2012 were as follows

Quarter Ended June 30,

2013 2012
Weighted Weighted
Average Fair Average Fair
Shares Shares
(in thousands, except per share amounts) Awarded Value Awarded Value
Restricted stock award
Granted under the 2004 Incentive Stock F 68 $ 46.8¢ 73 $ 26.3]
Granted under the 2004 Restricted Stock Plan for-Eimployee
Directors 12 48.47 11 27.42
Total restricted stock awar: 80 $ 47.0¢ 84 $ 26.4¢
Six Months Ended June 30
2013 2012
Weighted Weighted
Average Fair Average Fair
Shares Shares
(in thousands, except per share amounts) Awarded Value Awarded Value
Restricted stock award
Granted under the 2004 Incentive Stock F 291 $ 39.1/ 157 $ 242
Granted under the 2004 Restricted Stock Plan for-Employee
Directors 12 48.47 11 27.42
Total restricted stock awar: 302 $ 39.5: 16€ $ 24.4:

12
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In the six months ended June 30, 2013, the Comgaanted restricted stock awards covering 291 shafresmmon stock pursuant to
the Company'’s 2004 Incentive Stock Plan. Of the @#dres granted in the first six months of 2013st2ares were awarded to executive
officers of the Company. Additionally, of the 2%ases granted in the first six months of 2013, é6ained subject to acceptance at June 30,
2013. In the first six months of 2012, the Compgranted restricted stock awards covering 157 shidresmmon stock pursuant to the
Company’s 2004 Incentive Stock Plan; of which 18rsk were awarded to executive officers of the Gomp

In the first six months of 2013 and 2012, respetyivthe Company granted 12 and 11 shares, respBgtof common stock pursuant to
the Company’s 2004 Restricted Stock Plan for NorpBgee Directors. Stock compensation expense for-Bloployee Directors for the fir
six months of 2013 and 2012 was $600 and $300ectisply.

(10) International Retirement Plan

The following table shows the components of neiquéc benefit costs and other amounts recognizeétércondensed consolidated
statements of operations and comprehensive inconted quarter and six months ended June 30, 204 2612:

Quarter Ended June 30, Six Months Ended June 30

(in thousands) 2013 2012 2013 2012
Service cost $ 24 $ 18 $ 47 $ 37
Interest cos 48 31 97 64
Total $ 72 $ 49 $ 144 $ 101
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(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 nuofimymmon shares outstanding during the applicpbied. Diluted EPS is calculated
by dividing net income by the weighted average nemdf common and common equivalent shares outstgretiring the applicable period.

The following table reconciles basic weighted agerautstanding shares to diluted weighted averatganding shares at June 30, 2
and 2012:

Quarter Ended June 30, Six Months Ended June 30
(in thousands, except per share amounts) 2013 2012 2013 2012
Numerator:
Net income- numerator for basic net earnings per sl $ 9,34: $ 8,32 $ 15,22¢ $ 14,51.
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 $ 9,34: $ 8,32/ $ 15,22¢ $ 14,51.
Denominator
Weighted average shar- denominator for basic net earnings per sl 96,24¢ 77,66¢ 94,04" 76,57
Add: Effect of dilutive securitie
Stock options and other equity compensa — 1,261 — 1,27¢
5.50% convertible notes (af-tax) ® — — — —
Denominator for diluted earnings per sh 96,24¢ 78,93( 94,04" 77,84¢
Earnings per shal
Basic $ 0.1C $ 0.11 $ 0.1¢ $ 0.1¢
Diluted $ 0.1C $ 0.11 $ 0.1¢ $ 0.1¢
Interest expense excluded from diluted earningshare calculatio® $ 511 $ 2,65¢ $ 1,50¢ $ 5,26:
5.50% Convertible notes shares excluded from dilegrnings per
share calculatio® 1,92¢ 7,08¢ 2,852 3,52

@ Average outstanding diluted earnings per sharaitlon excludes shares that may be issued uporecsion of the outstanding senior
convertible notes since the effect of their inadmsivould have been a-dilutive.

For the quarter ended June 30, 2013, average corahawas for basic and diluted earnings per share gach 96,248, and basic and
diluted earnings per share were each $0.10. Fajubheer ended June 30, 2012, average common dbalessic and diluted earnings per
share were 77,669 and 78,930, respectively, arid ad diluted earnings per share were each $0.11.

For the six months ended June 30, 2013, averagenoorshares for basic and diluted earnings per share each 94,047, and basic
diluted earnings per share were each $0.16. Faixhmonths ended June 30, 2012, average commaoesstua basic and diluted earnings per
share were 76,572 and 77,848, respectively, and dad diluted earnings per share were both $0.19.
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(12) Fair Value Measurements

ASC 820, “Fair Value Measurements and Disclosurésfines fair value as the exchange price that avbaelreceived for an asset or
paid to transfer a liability (an exit price) in tpencipal or most advantageous market for thetamsiability 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 identical assetiabilities;

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

» Level 3- Unobservable inputs that are supported by litleao market activity and that are significanthie 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.

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

Fair Value Measurements as of June 30, 20:

(in thousands) Level 1 Level 2 Level 3 Total
Description
Cash equivalent® $ 294,07! $ 0 $ 0 $ 294,07!

(M  Cash equivalents include funds held in money mansttuments and are reported at their currenyaayvalue, which approximates
fair value due to the short-term nature of thesériments and are included in cash and cash equigah the consolidated balance
sheet

The Company did not have any transfers of assetdiatilities between Level 1 and Level 2 of th& faalue measurement hierarchy
during the quarter and six months ended June 3(8.20

The carrying value of the senior convertible na@s®f June 30, 2013 and December 31, 2012 wasH24/W $80,531, respectively,
of the unamortized discount. As of June 30, 20kB@Recember 31, 2012, the estimated fair value @tmior convertible notes was $26,209
and $86,981, respectively, based on quoted marlatsp The Company determined the fair value ofcthrevertible notes utilizing
transactions in the listed markets for identicasiomilar liabilities. As such, the fair value ofetlsenior convertible notes is considered Level 2.

In addition to the financial assets included indbeve table, certain of our ndinancial assets and liabilities are to be inijiatieasure:
at fair value on a non-recurring basis. This inelsidems such as non-financial assets and liasilitiitially measured at fair value in a
business combination (but not measured at fairevedisubsequent periods) and non-financial, longdiassets measured at fair value for an
impairment assessment. In general, non-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 June 30, 2013 or December 312201
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(13) Income Taxes

The Company'’s effective tax rates were 33.9% an8%dor the quarter and six months ended June@IB,2espectively, compared to
18.9% and 17.3% for the quarter and six monthseddae 30, 2012.

The Company has not provided for any taxes on tinemitted earnings of its foreign subsidiariesthesCompany intends to
permanently reinvest all such earnings outsidéefd.S. We believe a calculation of the deferreditdbility associated with these
undistributed earnings is impracticable.

Tax years 2009 to 2012 remain subject to examindtiothe U.S. Internal Revenue Service. The Compasyutilized a portion of its
U.S. loss carryforwards covering the years 199@ufh 2008. 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 operxangnation beginning in the year
shown in parentheses) in France (2006), Germar6{20apan (2007), Korea (2010), Italy (2007), 3&riand (2007), the United Kingdom
(2009), the Netherlands (2007), India (2012), CK{#@13) and Australia (2008).

(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 rebeand production facility, and sales and servidéses, including Quickparts services,
operated by subsidiaries in Europe (France, GerptheyUnited Kingdom, Italy and the Netherlands) anAsia-Pacific (Australia, China,
Japan and Korea). The Company has historicalljaied summarized financial information for the geqipic areas of operations as if they
were segments in accordance with ASC 280, “SegRepbrting.” Financial information concerning thengmany’s geographical locations
are based on the location of the selling entity.

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

Quarter Ended June 30, Six Months Ended June 30
(in thousands) 2013 2012 2013 2012
Revenue from unaffiliated custome
United State: $ 67,87( $46,76: $ 125,02 $ 92,67(
Germany 13,28¢ 9,89¢ 25,197 17,31¢
Other Europ 18,56¢ 14,75° 35,23¢ 28,04
Asia Pacific 21,06: 12,19¢ 37,40¢ 23,49¢
Total $120,78 $83,61( $ 222,86t $161,53(
The Company’s revenue from unaffiliated customgrsype was as follows:
Quarter Ended June 30, Six Months Ended June 30
(in thousands) 2013 2012 2013 2012
Printers and other products $ 54,19( $26,07: $ 93,91 $ 50,79
Materials 29,27¢ 26,20 58,00: 50,88:
Services 37,32 31,33¢ 70,94¢ 59,85¢
Total revenue $120,78 $83,61( $ 222,86t $161,53(
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Intercompany sales were as follows:

(in thousands)
United States
Germany
Other Europ
Asia Pacific

Total

(in thousands)
United States
Germany
Other Europ
Asia Pacific

Total

(in thousands)
United States
Germany
Other Europ
Asia Pacific

Total

(in thousands)
United States
Germany
Other Europ
Asia Pacific

Total

17

Quarter Ended June 30, 201!

Intercompany Sales tc

United State: Germany Other Europe Asia Pacific Total
$ — $ 4,65¢ $ 4,234 $ 1,07t $ 9,96
38¢€ — 447 — 83:
5,292 674 1,097 93 7,15¢
347 261 67 167 84z
$ 6,028 $559° $ 584 $ 1,33  $18,79¢
Quarter Ended June 30, 201:
Intercompany Sales tc
United State: Germany Other Europe Asia Pacific Total
$ — $ 4,36¢ $ 2,89¢ $ 692 $ 7,96(
14 — 872 177 1,064
3,38¢ 36 61 10€& 3,58¢
14 7 — — 21
$ 341: $441: $ 383% $ 977  $12,63
Six Months Ended June 30, 201
Intercompany Sales tc
United State: Germany Other Europe Asia Pacific Total
$ — $10,44: $ 7,83¢ $ 2,19¢ $20,47¢
704 — 1,80¢ — 2,51(
9,22: 957 1,17¢ 124 11,47¢
872 641 67 422 2,00z
$ 10,79¢ $12,03¢ $ 10,88¢ $ 2,74 $36,46¢
Six Months Ended June 30, 201
Intercompany Sales tc
United Statet Germany Other Europe Asia Pacific Total
$ — $ 8,27( $ 6,00 $ 1,53¢ $15,81:
12¢ — 1,03: 177 1,33¢
6,661 52 13¢ 122 6,974
44 7 — — 51
$ 6,83t $ 8,32¢ $ 7,17¢ $ 1,83¢ $24,17¢
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All revenue between geographic areas is recordpdads that provide for an allocation of profitgk) between entities. Income from
operations, assets, and cash for each geogragasiaes as follows:

Quarter Ended June 30, Six Months Ended June 30
(in thousands) 2013 2012 2013 2012

Income from operation:

United State: $11,64: $ 7,55( $ 22,91: $ 13,00¢
Germany (31¢) 563 343 81¢
Other Europ 23t 2,42: 2,001 3,43
Asia Pacific 5,47¢ 3,46¢ 9,79: 6,61¢
Subtotal 17,03¢ 14,00( 35,04¢ 23,87:
Inter-segment eliminatio (240) (D (739 96
Total $16,79¢ $13,99¢ $ 34,31t $ 23,96¢
June 30, December 31
(in thousands) 2013 2012
Assets:
United State: $ 799,54: $ 501,15
Germany 46,09¢ 24,26¢
Other Europ 86,71" 86,49
Asia Pacific 72,01 65,527
Total $1,004,36! $ 677,44.
June 30, December 31
(in thousands) 2013 2012
Cash and cash equivaler
United State: $328,08¢ $ 132,89(
Germany 5,08¢ 5,84¢
Other Europ 9,37¢ 10,241
Asia Pacific 6,701 6,87¢
Total $349,25! $ 155,85¢
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(15) Commitments and Contingencies

The Company leases office space under various anoetable operating leases. Rent expense undeatopgieases was $1,440 and
$2,818 for the quarter and six months ended Jup2@B compared to $1,164 and $2,336 for the quantg six months ended June 30, 2(

The Company has supply commitments with third passemblers for printer assemblies that total ¥27a2 June 30, 2013, compared
to $10,894 at December 31, 2012.

For certain of the acquisitions, the Company isgattéd for deferred purchase price commitmentsluise 30, 2013, these commitments
total $5,965, which are due in 2013, compared tigations of $1,465 at December 31, 2012. Certéith® Company’s recent acquisitions
contain earnout provisions under which the setdéthe acquired businesses can earn additional ats.otihe total liabilities recorded for
these earnouts as of June 30, 2013 and Decemb20BA was $2,647. See Note 2 for details of actipis and related commitments.

Litigation

In 2008, DSM Desotech Inc. filed a complaint, whithas subsequently amended, in an action titl8#MIDesotech Inc. v. 3D Systems
Corporation and 3D Systems, Inc. in the UnitedeSt@tistrict Court for the Northern District of Ribis (Eastern Division) asserting that the
Company engaged in anticompetitive behavior witipeet to resins used in certain of its stereolitaplly machines. The complaint further
asserted that the Company is infringing upon twB8M Desotech’s patents relating to stereolithogyapachines.

On January 31, 2013, the Court granted the Compamynary judgment for all seven of the counts afigginticompetitive behavior.
On February 28, 2013, the parties filed a stipafatf dismissal of the remaining counts, and thar€dismissed those counts in connection
with the settlement of these portions of the litigge. On March 29, 2013, DSM Desotech filed a reti€ appeal to the United States Court of
Appeals for the Federal Circuit regarding the Csigtanting of summary judgment in favor of the G@my on all seven counts of alleged
anticompetitive behavior. DSM Desotech filed itepmg appellate brief on May 28, 2013, and the Camyiled its appellate brief on
July 11, 2013. The Company intends to continuagorously contest all the claims asserted by DSMdbech.

On November 20, 2012, the Company filed a complai@in action titled 3D Systems, Inc. v. Formldbs, and Kickstarter, Inc. in the
United States District Court for the District of @b Carolina (Rock Hill Division) asserting thatrRdabs’ and Kickstarter’s sales of the Form
1 3D printer infringed one of the Compasyatents relating to stereolithography machineenkabs and Kickstarter filed a motion to disn
or transfer venue on February 25, 2013, and thepaomfiled a first amended complaint on March 8200n May 8, 2013, the Court
granted the parties’ joint motion to stay the caisel September 3, 2013 to enable the parties mbimoe settlement discussions. Unless a
settlement is reached, the Company intends to puisiims for damages against Formlabs and Kiclestart

The Company is also involved in various other lagatters incidental to its business. The Compatig\es, after consulting with
counsel, that the disposition of these other leggtters 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 pieabig enters into agreements to indemnify custaoersuppliers against claims of
intellectual property infringement made by thirdtjs arising from the use of the Company’s prosluiistorically, costs related to these
indemnification provisions have not been significand we are unable to estimate the maximum patientpact 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 Camy's request in such capacity, subject to limégdeptions. The maximum potential amount
of future payments we could be required to makeeutitese indemnification obligations is unlimitbdwever, the Company has directors
and officers insurance coverage that may enabl€timepany to recover future amounts paid, subjeatdeductible and the policy limits.
There is no assurance that the policy limits walldufficient to cover all damages, if any.
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(16) Accumulated Other Comprehensive Income (Loss)
The changes in the balances of accumulated otmepreihensive income by component are as follows:

Foreign currency
Defined benefi
translation

(in thousands) adjustments pension plan Total
Balance at December 31, 2012 $ 4,774 $ (90¢) $ 3,86¢
Other comprehensive income (lo (5,727 1€ (5,705
Amounts reclassified to net incor — — —
Net other comprehensive income (la (5,72)) 1€ 5,70¢
Balance at June 30, 20 $ (949 $ (892 $(1,83¢

The amounts presented above are included in otmpieehensive income (loss) and are net of taxesadiditional information about
foreign currency translation, see Note 7. For aoldil information about the pension plan, see Néte

(17) Subsequent Event

In July 2013, the Company acquired approximateB6 &f the shares of Phenix Systems, a leading glmioaider of direct metal
selective laser sintering 3D printers, based imRiBrance. Phenix Systems is listed on the Fretotk snarket (Alternext). Future revenue
from this acquisition will be reported in printeasd other products revenue and services revengePhnix acquisition is not significant to
the Company’s operating results. See Note 2.

Item 2. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations

This discussion should be read in conjunction wihunaudited 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 unceréartiat 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-0Q.

Business Overview

We are a global provider of three-dimensional (“BBdntent-to-print solutions including 3D printepsint materials and on-demand
custom parts services for professionals and consuiée also provide CAD modeling, reverse engimegaind inspection software and
consumer apps and services. Our integrated sotuteplace and complement traditional methods ashgiceethe time and cost of designing
and manufacturing products. Our solutions are tsedpidly design, communicate, prototype or pradreal, functional parts, empowering
customers to create and make with confidence.

We derive our consolidated revenue primarily frdra sales of our printers, the sales of the relpted materials and services, the sales
of our Quickparts brand on-demand parts servicdstamsales of reverse engineering and inspectiftiware tools.
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Recent Developments

We have continued to execute on our strategiaitiigs, including growing our Quickparts on-demaadts services, accelerating 3D
printer penetration, continuing to expand our Helte solutions offerings, continuing to build 3@sumer and retail products and services
and expanding our integrated 3D authoring solutgatform.

In the second quarter, in connection with our 3haring solutions platform initiative, we announdée integration of our design-to-
manufacturing software tools under our Geom@&golutions brand, combining our comprehensive reversineering tools together with
mechanical CAD, inspection and verification softesand our cutting-edge haptic modeling devicessarfivare to deliver intra-operable
design functionality. We also announced the avditalof Geomagic Design, a new suite of affordafiésign solutions, in personal,
professional and expert versions. Geomagic Desigerages our combined Alibfe and Geomagic platfamnch delivers comprehensive and
robust mechanical CAD design solutions, allowinggisl to go from concept to manufacturing and pradidor professional engineers,
makers, students, consumers and hobbyists. Geomagign is also available as part of a series fifvane packages with the Geomagic
Freeform products, combining organic, touch-baded@ulpting with robust CAD and detail design tools

In April, we launched our new ProJet x60 seriefutbfcolor professional printers and new Visi3et PXaterials utilizing our
ColorJet Printing (CJP) technology. The ProJetsei(es is built on the ZPrintér platform and furtbgtends our range of addressable
applications and they deliver full-color modelsggision verification parts or beautifully detailassemblies.

We also launched several new print materials. IrilAwe launched Accur@ Xtreme White-200 plastic tise in our SLA? 3D printers
The plastic is the toughest and most durable SL#eriza available today, offering high impact, stigss and durability of ABS plastic for b
prototyping and advanced manufacturing uses anctiimal assemblies that must stand up to the hstisi®st demanding environments. In
June, we launched VisiJet SL Impact for use inRiadet 6000 and ProJet 7000 crossover 3D prirtelisering higher impact strength and
durability and replicating the look and feel ofanfion molded parts for functional assemblies, Brgsatterns and bolt-together parts. In July,
we announced the availability of a new plasticétign molded-like material, VisiJet M3 Black formRroJet 3500 and ProJet 3510
professional 3D printers. VisiJet M3 Black has fongss and flex properties that make it suitablesfi@p fit and assembly applications and it
mimics injection molded plastic performance.

During the second quarter, we also continued t@edmur global reseller network, including the &éiddiof Seiko-1 Infotech, Inc.
(SIIT), Hawk Ridge Systems, and SYNNEX CorporatiBiT is a leading wide-format solutions providembanufacturers, architects and
construction companies. SIIT will represent our ptete portfolio of ProJet 3D printers, full colob3rinters and extensive range of print
materials through its eleven locations in JapanmwlRidge Systems is a leader in engineering desddutions and providing 3D CAD
solutions. Hawk Ridge Systems will sell and suppaort complete portfolio of professional and perd@taprinters and materials in the
United States and Canada. SYNNEX Corporation eéadihg distributor of IT products and services. $¥8X Corporation will sell and
support our complete portfolio of personal and essfonal 3D printers and materials through its PRBIv Wide Format group in both the
United States and Canada.

In May, as part of our Quickparts initiative, wegatred Rapid Product Development Group, Inc. (“RPP8PDG is a global provider
of additive and traditional quick turn manufactgriservices. We are in the process of integratin®&RB state-of-the-art capabilities into our
growing Quickparts services.

In May, we filed an updated shelf registration, @nethich we may issue, from time to time, up to&850million of common stock,
preferred stock, debt securities or warrants fdut de equity securities or units of such securjtivone or more offerings. In May, we
completed an offering of 7.1 million shares of coomstock in an underwritten public offering, indlog the underwriter’s exercised over-
allotment option to purchase an additional 0.9imllshares. The offering raised approximately $2T2illion of cash proceeds, net of
offering expenses.

In June, we formed 3D Systems Ventures, a new imarg arm that will identify, seek and manage seedstments in promising
enterprises that will benefit from or be poweredoby leading technologies.

In June, we also announced our investment in aliabcration with Planetary Resources, Inc. to lieimetary Resources develop and
manufacture components of its ARKYD Series of speafe using advanced 3D printing and digital mawtifeing solutions. Planetary
Resources plans to conduct low cost robotic spaglration with the ARKYD Series.
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In July, we announced that we completed the adtpnsof 81% of the shares of Phenix Systems, aitgaglobal provider of direct
metal selective laser sintering 3D printers basddiom, France. Phenix Systems designs, manufacame sells proprietary direct metal 3D
printers that can print chemically pure, fully demsetal and ceramic parts from very fine powdedsfemm materials including stainless st¢
tool steel, super alloys, non-ferrous alloys, presimetals and alumina for a variety of aerospaa®motive and patient-specific medical
device applications.

Results of Operations
Summary of 2013 financial results

Our operating activities generated $12.8 milliorcash during the first six months of 2013, whickiscussed in further detail below.
We used $90.9 million to fund our strategic invegtactivities, including acquisitions of businesd@aancing activities during the first six
months of 2013 provided $272.2 million of cashtdtal, our unrestricted cash balance at June 3B 2&s $349.3 million compared to
$155.9 million at December 31, 2012.

During the second quarter of 2013 we reported ivgaaevenue and profits as compared to the secasdes of 2012 as our worldwi
businesses continued to expand both organicallyttmoedgh acquisitions. Revenue for the second quaft2013 increased by 44.5% over
second quarter of 2012. This increase in revenugel@dhby a $28.1 million, or 107.9%, increase ilesaf printers and other products toge
with a $3.1 million, or 11.7%, increase in printteréal sales and a $6.0 million, or 19.1%, incraasgervices revenue year-over-year. Higher
revenue combined with increased selling, genemlaaministrative expenses primarily related to cengation and acquisition expenses,
higher R&D expenses and loss on conversions ofdhgertible notes resulted in net income of $9.Banifor the second quarter of 2013,
compared to net income of $8.3 million for the sgredod in 2012.

Printers and other products revenue increased 8y $gillion from the second quarter of 2012, to 54illion, both organically and
from acquired software products. Total printer siificreased 265.4% compared to the second qu&r28d.8.

Print materials sales for the second quarter oB2@dre $29.3 million, an increase of $3.1 millioarh the second quarter of 2012 as
revenue from materials was favorably impacted bytinoed expansion of printers installed over pasiquls.

Revenue from services increased by $6.0 millio3@.3 million in the second quarter of 2013 froni 83million in the same quarter in
2012. The increase in services revenue reflecteased revenue from our printer services and Qait&services. Service revenue from
Quickparts services was $23.7 million, or 63.5%totél service revenue for the second quarter @820

For the second quarter of 2013, healthcare solsitievenue made up 15.6%, or $18.9 million, of otaltrevenue compared to 14.5%,
or $12.2 million, in the second quarter of 201 2marily due to our increased penetration and grawthealthcare applications. Healthcare
solutions revenue includes sales of printers, pniaterials, and services for hearing aid, dentakgnalized medical devices and other health-
related applications.

We calculate organic growth by comparing last y&é&irst six months revenue to this year’s totalerave excluding the revenue
recognized for all acquired businesses that we bawed for less than 12 months. Once we have owrmginess for one year, the reveni
included in organic growth and organic growth ikcgkated based on our prior year total revenughénsecond quarter of 2013, our organic
growth was 30.1% compared to 19.9% for the secomadgter of 2012. For the six months ended June &0p@anic growth was 26.2% in
2013 compared to 22.8% in 2012.

Our gross profit in the second quarter of 2013 wwpd by $19.6 million, primarily due to our higHevel of revenue from increases
across all revenue categories, including incregsesks profit margin on printers and other prodactd increased revenue from our higher
gross profit margin print materials. Our gross finefargin increased to 51.8% in the second quaift@013 from 51.4% in the second quarter
of 2012 due to product mix with increased salesigiier margin print materials, improvements in oot structure, improvement in our
printers and other products gross profit margimfitbe addition of software, partially offset by @cdease in our Quickparts services gross
profit margin.

Our total operating expenses increased by $161®mih the second quarter of 2013 to $45.8 millfoym $29.0 million in the same
2012 quarter. The increase reflected higher seltjegeral and administrative expenses primarilytdudggher commissions and staffing from
our acquisitions. The increase also reflected @ B4llion increase in research and development esgg related to our new product
developments, expanded portfolio and acquired R&peases.
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Our operating income for the second quarter of d6&Rased to $16.8 million from $14.0 million metsame 2012 quarter. This
improvement in operating income is due to highgeneie and increased gross profit, partially offsehigher operating expenses, including
acquisition expenses incurred, as discussed below.

Second quarter comparison of revenue by class of product and service

Table 1 sets forth our change in revenue by clapsoaluct and service for the second quarter oB2fidmpared to the second quarter of
2012:

Table 1
Printers and Other
(Dallarsin thousands) Products Print Materials Services Totals
Revenue — 2nd quarter 2012 $ 26,07: 31.2% $ 26,20 31.5% $ 31,33¢ 37.5% $ 83,61( 10(%
Change in revenu
Volume
Core products and servic 62,45: 239.¢ 10,78¢ 41.1 5,62¢ 18.C 78,87( 94.:
New products and servic 34,16: 131.C 273) (2.0 34¢ 1.1 34,235 41.C
Price/Mix (68,67¢) (263.9) (7,099 (27.0) — — (75,777 (90.€)
Foreign currency translatic 182 0.7 (34¢€) (1.3 10 — (159 (0.2
Net change 28,11¢ 107.¢ 3,071 11.7 5,981 19.1 37,171 445
Revenue- 2nd quarter 201 $ 54,19( 44.9% $ 29,27t 24.2% $ 37,32 30.9% $ 120,78 10C%

We earn revenues from the sale of printers and @iteelucts, print materials and services. On a @lgeted basis, revenue for the
second quarter of 2013 increased by $37.2 miliblod4.5%, compared to the second quarter of 20ih2apity due to increased sales of
printers, coupled with acquired software revenue.

The $28.1 million increase in revenue from prini@ms other products compared to the second quErg&12 is primarily due to
increased printer unit sales volume for the seapradter of 2013, driven by increased demand fosqreal and professional printers, coupled
with acquired software revenue from Rapidform amb@agic. Printers revenue increased $22.3 milbo®,7.0%, compared to the second
quarter of 2012. As we have introduced new pring@ price points, the professional and produgtiemter capabilities have converged.
Revenue from professional printers, including pithin printers, increased 78.3% and personal parevenue increased 332.9% over 2012.
Other products revenue includes Vidar digitizeo$tvgare products and Sensable haptic devices, vitbiahed $8.8 million of revenue for the
second quarter of 2013, including $5.0 million oft&are products revenue compared to $3.0 millibatber products revenue in 2012,
including $0.4 million of software revenue.

Due to the relatively high price of certain professi printers and a corresponding lengthy seltimge and relatively low unit volume
of the higher priced professional printer saleang particular period, a shift in the timing andhcentration of orders and shipments of a few
printers from one period to another can signifibaatfect reported revenue in any given period. &wie reported for printers sales in any
particular period is also affected by timing of @aue recognition under rules prescribed by geneaaltepted accounting principles. The
increase in printer revenue is consistent withangoing plan to accelerate printer adoption inrttegketplace by introducing lower priced
printers.

The $3.1 million increase in revenue from print emells was aided by the improvement in printeresahd by the continued expansion
of printers installed over past periods. Salest#fgrated materials represented 68.4% of totalnateevenue in the second quarter of 2013
compared to 61.4% in the second quarter of 2012.

The increase in service revenue primarily refleeteenue from our Quickparts services, coupled tithaddition of software
maintenance revenue. Service revenue from Quickgartices was $23.7 million, or 63.5% of total/gmr revenue, for the second quarter of
2013 compared to $20.5 million, or 65.5%, of te@ivice revenue in the 2012 period. Services reyémmm software maintenance services
added $1.9 million of revenue.
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At June 30, 2013 our backlog was $18.0 million, paned to backlogs of $11.4 million at December28,2 and $12.3 million at
June 30, 2012. Production and delivery of our priis generally not characterized by long lea@sinbacklog is more dependent on timing
of customers requested delivery. In addition, Qpdcks services lead time and backlog depends othetherders are for rapid prototyping or
longer-range production runs. The backlog at Juh€813 includes $8.4 million of Quickparts sergiceders, compared to $6.2 million at
June 30, 2012.

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 contbéaféect of changes in product mix and averagénggfirices, sometimes referred to as
price and mix effects, and the impact of fluctuasién 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 printers as the
trend toward smaller, lower-priced printers hasticmred and the influence of new printers and pmaterials on our operating results has
grown.

Changein second quarter revenue by geographic region

Each geographic region contributed to our higheellef revenue in second quarter of 2013. Tablet? forth the change in revenue by
geographic area for the second quarter of 2013 aosdo the second quarter of 2012:

Table 2
(Dollarsin thousands) U.S. Europe Asia-Pacific Total
Revenue — 2nd quarter 2012 $ 46,76 55.€% $ 24,65 29.5% $12,19¢ 14.6% $ 83,61( 10C%
Change in revenur
Volume 47,31C  101.1 37,44« 151.¢ 28,35: 232.t 113,100 135.
Price/Mix (26,20) (56.0) (30,799 (124.9 (18,787 (154.0 (75,777 (90.6)
Foreign currency translatic — — 551 2.2 (709 (5.9 (159 (0.2
Net change 21,10¢ 45.1 7,20z 29.2 8,86¢ 720 37,17: 44t
Revenue- 2nd quarter 201 $ 67,87( 56.2% $ 31,85¢ 26.4% $ 21,06 17.2% $120,78° 10C%

Revenue from U.S. operations in the second quaft2d13 increased by $21.1 million, or 45.1%, t@ $6million in 2013 from
$46.8 million in the second quarter of 2012. Theréase was due to higher volume, partially offsethie unfavorable combined effect of
price and mix.

Revenue from non-U.S. operations in the secondiguaf 2013 increased by $16.1 million, or 43.686$52.9 million from
$36.8 million in 2012. Revenue from non-U.S. operat as a percent of total revenue was 43.8% arid#l4espectively, at June 30, 2013
and 2012. The increase in non-U.S. revenue, extjuttiie effect of foreign currency translation, wWds0% in the second quarter of 2013
compared to 48.2% in the second quarter of 2012.

Revenue from European operations increased byréiflign, or 29.2%, to $31.9 million from $24.7 mdh in the prior year period. Tt
increase was due to a $37.4 million increase inmel and a $0.6 million favorable impact of foregymrency translation, partially offset by
$30.8 million unfavorable combined effect of pramed mix.

Revenue from Asia-Pacific operations increased® #illion, or 72.7%, to $21.1 million from $12illion in the prior year period
due primarily to the favorable $28.4 million incseain volume, partially offset by an $18.8 millionfavorable combined effect of price and
mix and a $0.7 million unfavorable impact of fomeigurrency translation.
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Gross profit and gross profit margins
Table 3 sets forth gross profit and gross profitgires for our products and services for the seapratters of 2013 and 2012:

Table 3
Quarter Ended June 30,
2013 2012
Gross Profit Gross Profit
(Dallarsin thousands) Gross Profit Margin Gross Profit Margin
Printers and other products $ 24,70 45.€% $ 11,23° 43.1%
Print materials 21,54¢ 73.€ 17,19: 65.€
Services 16,33¢ 43.¢ 14,53¢ 46.4
Total $ 62,58: 51.8% $ 42,96¢ 51.4%

On a consolidated basis, gross profit for the sécprarter of 2013 increased by $19.6 million to.$6Rillion from $43.0 million in the
second quarter of 2012, primarily as a result ghbri sales from all revenue categories and anasera our gross profit margin, as discussed
below.

Consolidated gross profit margin in the second tiguarf 2013 increased by 0.4 percentage point418% of revenue from 51.4% of
revenue for the 2012 quarter. The higher grosstprafrgin reflected improvements in printers anlgeotproducts gross profit margin which
was primarily due to continued cost containment iaaglgin expansion on printers coupled with the taldiof higher gross profit margin
software products. The higher gross profit mardsio aeflected improvements in print materials aa/iges margins.

Printers and other products gross profit for theoad quarter of 2013 increased to $24.7 milliomfi$11.2 million for the 2012 quarter
due to higher revenue and expanded gross profijimaBross profit margin for printers and otherguots increased by 2.5 percentage points
to 45.6% from 43.1% in the 2012 quarter primariledo the addition of higher gross profit margiftware products coupled with our
continued cost containment and margin expansigorofessional printers, which more than offset theact of increased sales of lower
margin printers.

Print materials gross profit for the second quanfe2013 increased by $4.3 million, or 25.3%, td $2million from $17.2 million for th
2012 quarter, and gross profit margin for print enias increased by 8.0 percentage points to 73:6f% 65.6% in the 2012 quarter primarily
due to the favorable shift of the mix of materimi&ards higher gross profit margin personal andgssional print materials and integrated
materials.

Gross profit for services for the second quarte2Gif3 increased by $1.8 million, or 12.4%, to $1@iBion from $14.5 million for the
2012 quarter, and gross profit margin for servibesreased by 2.6 percentage points to 43.8% froA?é) the 2012 quarter. The increas
gross profit was due primarily to higher levelg®ienue from all categories. The decrease in thssgurofit margin was due to a 3.1
percentage point decrease in Quickparts grosst pnafigin to 41.6% for the second quarter of 20b8fd4.7% in the second quarter of 2012,
primarily due to the mix of products, and the coatipin of the RPDG acquisition during the quarter.

Operating expenses

As shown in Table 4, total operating expenses asad by $16.8 million, or 58.1%, to $45.8 milliorthe second quarter of 2013 from
$29.0 million in the second quarter of 2012. Thisréase was due to higher selling, general andrastnative expenses and higher research
and development expenses, both of which are disdusslow.

Table 4
Quarter Ended June 30,
2013 2012
(Dollarsin thousands) Amount % Revenue Amount % Revenue
Selling, general and administrative expenses $36,18¢ 30.(% $24,04¢ 28.71%
Research and development exper 9,59¢ 7.€ 4,921 5.6
Total operating expens $45,78: 37.5% $28,96¢ 34.€%
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Selling, general and administrative expenses iseay $12.2 million to $36.2 million in the secandhrter of 2013 compared to $24.0
million in the second quarter of 2012, and increlase30.0% of revenue in 2013 compared to 28.892@d2. The increase was due primarily
to a $5.0 million increase in compensation coststducommissions on higher revenues and highdirsidfom acquisitions and continued
investment in our expanded product portfolio. Aabdially, SG&A expenses were impacted by a $2.0iomlincrease in amortization exper
a $1.8 million increase in marketing expense, & #flllion increase in occupancy costs related witaxhal acquired locations, a $0.5 million
increase in bad debt expense, a $0.3 million irseréa directors’ fees and a $0.3 million increasmvestor and shareholder expenses.

Research and development expenses increased bynifion, or 95.0%, to $9.6 million in the secondagter of 2013 from $4.9 million
in the second quarter of 2012. This increase wiasgpily due to a $2.3 million increase in compem@atnd consultants expenses related to
new products and our expanded portfolio of prodaots services, a $1.3 million increase in R&D materand a $0.4 million increase in
consultants and outside processing expenses.

I ncome from operations

Our income from operations of $16.8 million for tecond quarter of 2013 improved from $14.0 miliw2012. Se&ross profit and
gross profit margins andOperating expenses above.

The following table sets forth operating incomeg@pgraphic area for the second quarter of 2013 aosapto 2012:

Table 5
Quarter Ended June 30,
(Dollarsin thousands) 2013 2012
Income (loss) from operatiol

United State: $11,64: $ 7,55(
Germany (31¢) 563
Other Europ 23t 2,42:
Asia Pacific 5,47¢ 3,46¢
Subtotal 17,03¢ 14,00(
Inter-segment eliminatio (240 (D
Total $16,79¢ $13,99¢

With respect to the U.S., in 2013 and 2012, 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 2013 and 204@lted primarily from changes in transfer pricimgnich is a function of revenue levels.
Asia Pacific operating income also benefitted fraun revenue growth and the Rapidform acquisitiomgleted in the fourth quarter of 2012.

Interest and other expense, net

Interest and other expense, net was $2.7 millichénsecond quarter of 2013 compared with $3.7anilh the 2012 quarter. The lower
interest and other expense primarily reflecteddle on conversion of convertible notes of $3.3iamland interest related to the senior
convertible notes, which amounted to $0.8 millidinterest expense, of which $0.3 million represarin-cash amortization, partially offset
by $1.0 million of interest income and a $0.6 roifligain that was deferred in a prior year and reizegl upon settlement of a long-term note
receivable. Interest and other expense, net is¢hend quarter of 2013 also reflected a foreigmamnge gain of $0.2 million. The $3.7 milli
of interest and other expense, net in the secoadeyuof 2012 primarily reflected the interest tethto the senior convertible notes, which
amounted to $3.1 million of interest expense, ofcht$1.0 million represents non-cash amortizataom also reflected a foreign exchange
loss of $1.0 million.
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Provision for income taxes

We recorded a $4.8 million provision for incomedsuin the second quarter of 2013 and a $1.9 mifir@wision for income taxes in the
second quarter of 2012. Our 2013 provision for medaxes reflects income taxes in U.S. and non{uriSdictions. The 2012 provision for
income taxes primarily reflects deferred U.S. inediaxes associated with the use of net operatsgydarryforwards and tax expense
associated with income taxes in non-U.S. jurisdicdi

Net income

Our net income for the second quarter of 2013 as®d $1.0 million to $9.3 million compared to $&flion in the second quarter of
2012. The principal reasons for the increase, whrehdiscussed in more detail above, were:

» the $2.8 million increase in operating incor
» the $1.0 million decrease in interest and otheeaszp; partially offset b
» the $2.9 million increase in our tax provisit
For the quarter ended June 30, 2013, average corahawas for basic and diluted earnings per share 92 million, and basic and

diluted earnings per share were $0.10. For thetguanded June 30, 2012, average common sharbadirand diluted earnings per shares
were 77.7 million and 78.9 million, respectivelydabasic and diluted earnings per share were $0.11.

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

Table 6 sets forth our change in revenue by clapsoaluct and service for the first six months 613 compared to the first six months
of 2012:

Table 6
Printers and Other
(Dallarsin thousands) Products Print Materials Services Total
Revenue — six months 2012 $ 50,79( 31.2% $50,88: 31.5% $59,85¢ 37.1% $161,53( 10C%
Change in revenu
Volume
Core products and servic 107,90: 212.¢ 17,56¢ 34.t 8,96: 15.C 134,43. 83.2
New products and servic 38,44¢ 75.7 (2,24)) (4.4 2,15 3.6 38,35¢ 23.t
Price/Mix (103,12 (203.0 (7,446 (14.¢ — — (110,57) (68.5)
Foreign currency translatic (107 (0.2) (759 (1.5) (24) 0.1 (884) (0.5)
Net change 43,12 84.¢ 7,122 14.C 11,09. 18t 61,33¢ 38.C
Revenue- six months 201. $ 93,91 42.1% $58,00¢ 26.(% $70,94¢ 31.8% $222,86¢ 10C%

We earn revenues from the sale of printers and @iteelucts, print materials and services. On a @lgeted basis, revenue for the first
six months of 2013 increased by $61.3 million, 80836, compared to the first six months of 2012 sei@l revenue categories, from acqu
and organic growth.

Printers and other products revenue increased By $dillion from the second quarter of 2012, to $9%iillion, both organically and
from acquired software products. Total printer siimicreased 180.4% compared to the second qu&r28d.a.
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The $43.1 million increase in revenue from printmns other products compared to the first six me®of2012 is primarily due to
increased printer unit sales volume for the firstnsonths of 2013, driven by increased demand &spnal and professional printers, coupled
with acquired software revenue from Rapidform am@agic. Printers revenue increased $32.0 milboi70.7%, compared to the first six
months of 2012. As we have introduced new prindg@ic price points, the professional and productiamtgr capabilities have converged.
Revenue from professional printers, including pieiain printers, increased 59.6% and personal pamvenue increased 209.5% over 2012.
Other products revenue includes Vidar digitizeo$tvgare products and Sensable haptic devices, wbialed $16.8 million for the first six
months of 2013, including $9.2 million of softwgreducts revenue, compared to $5.6 million of offreducts revenue in 2012, including
$0.9 million of software revenue.

Due to the relatively high price of certain professl printers and a corresponding lengthy seltinge and relatively low unit volume
of these higher priced professional printer saleany particular period, a shift in the timing aswhcentration of orders and shipments of a
few printers from one period to another can sigatfitly affect reported revenue in any given perievenue reported for printers sales in
particular period is also affected by revenue re@amn rules prescribed by generally accepted aetiog principles. The increase in printer
revenue is consistent with our ongoing plan to kcage printer adoption in the marketplace by idtrcing lower priced printers.

The $7.1 million increase in revenue from print emells was aided by the improvement in printeresahd by the continued expansion
of printers installed over past periods. Salest#fgrated materials represented 68.8% of totalnataevenue in the first six months of 2013
compared to 62.4% in the first six months of 2012.

The increase in services revenue primarily refleetenue from our Quickparts services and acqaissticoupled with the addition of
software maintenance revenue. Service revenue Qoitkparts services was $44.6 million, or 62.9%0tél service revenue for the first six
months of 2013 compared to $38.2 million, or 63 @Ytotal service revenue in the 2012 period. Sewievenue from software maintenance
services added $2.7 million of revenue in 2013.

In addition to changes in sales volumes, includirgimpact of revenue from acquisitions, thereta@other primary drivers of chang
in revenues from one period to another: the contbeféect of changes in product mix and averagénggfirices, 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 printers as the
trend toward smaller, lower-priced printers hasticmred and the influence of new printers and pmaterials on our operating results has
grown.

Changein first six months revenue by geographic region

Each geographic region contributed to our higheellef revenue in first six months of 2013. Tablsefs forth the change in revenue by
geographic area for the first six months of 201 pared to the first six months of 2012:

Table 7
(Dallarsin thousands) U.S. Europe Asia-Pacific Total
Revenue — six months 2012 $ 92,67( 57.2% $ 45,36 28.1% $ 23,49¢ 14.5% $ 161,53( 10C%
Change in revenur
Volume 84,44« 91.1 50,417 111.1 37,93( 161. 172,79. 107.C
Price/Mix (52,09) (56.2) (35,73¢) (78.9) (22,7472  (96.9) (110,57) (68.%)
Foreign currency translatic — — 392 0.¢ (1,276 (5.9 (884) (0.5)
Net change 32,35 34.¢ 15,07 33.2 13,91: 59.2 61,33¢ 38.C
Revenue six months 201. $125,02: 56.1% $ 60,43t 27.1% $ 37,40¢ 16.8% $ 222,86¢ 100%

Revenue from U.S. operations increased by $32 Bomilor 34.9%, to $125.0 million in 2013 from $92nillion in the first six months
of 2012. The increase was due to higher volumdighgroffset by the unfavorable combined effectpoice and mix.
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Revenue from non-U.S. operations in the first sonths of 2013 increased by $28.9 million, or 42.18497.8 million from
$68.9 million in 2012. Revenue from non-U.S. opera as a percent of total revenue was 43.9% ar&¥#2espectively, for the first six
months of 2013 and 2012. The increase in non-@\&nue, excluding the effect of foreign curreneyslation, was 43.4% in the first six
months of 2013 compared to 39.6% in the first sbaths of 2012.

Revenue from European operations increased by $iilion, or 33.2%, to $60.4 million from $45.4 fidn in the prior year period.
This increase was due to a $50.4 million increassmlume and a $0.4 million favorable impact ofdign currency translation, partially offset
by $35.7 million unfavorable combined effect ofgeriand mix.

Revenue from Asia-Pacific operations increased18/$million, or 59.2%, to $37.4 million from $23illion in the prior year period
due primarily to the favorable $37.9 million incsean volume, partially offset by a $22.7 millionfavorable combined effect of price and
mix and a $1.3 million unfavorable impact of fomeigurrency translation.

Gross profit and gross profit margins
Table 8 sets forth gross profit and gross profitgimafor our products and services for the firgtrsionths of 2013 and 2012:

Table 8
Six Months Ended June 30
2013 2012

Gross Gross

Gross Profit Gross Profit

(Dollarsin thousands) Profit Margin Profit Margin
Printers and other products $ 42,53( 45.2% $20,81: 41.(%

Print materials 42,42¢ 73.1 33,96¢ 66.¢

Services 31,10« 43.¢ 27,04 45.Z
Total $116,06( 52.1% $81,82: 50.7%

On a consolidated basis, gross profit for the 8mstmonths of 2013 increased by $34.3 million 1 &1 million from $81.8 million in
the first six months of 2012, primarily as a resiilhigher sales from all revenue categories amgeldeby an increase in our gross profit
margin, as discussed below.

Consolidated gross profit margin in the first simmths of 2013 increased by 1.4 percentage poiré2.t96 of revenue from 50.7% of
revenue for the first six months of 2012. The higiy®ss profit margin reflected improvements imgeis and other products gross profit
margin which was primarily due to continued costtainment and margin expansion on printers coupiddthe addition of higher gross
profit margin software products. The higher grogsfipbmargin also reflected improvements in prirdterials margins, partially offset by
lower service gross profit margins.

Printers and other products gross profit for thet §ix months of 2013 increased to $42.5 millimnf $20.8 million for the 2012 period.
Gross profit margin for printers and other productseased 4.3 percentage points to 45.3% from%41n0the 2012 period, primarily due to
the addition of higher gross profit margin softwareducts coupled with our continued cost contaimnaad margin expansion on
professional printers, which more than offset thpact of increased sales of lower margin printers.

Print materials gross profit for the first six mbatof 2013 increased by $8.4 million, or 24.9%$4@.4 million from $34.0 million for
the first six months of 2012, and gross profit niafgr print materials increased by 6.3 percentagiats to 73.1% from 66.8% in the 2012
period, primarily due to the favorable shift of théx of materials towards personal and professipniat materials and integrated materials.

Gross profit for services for the first six montf2013 increased by $4.1 million, or 15.0%, to 3illion from $27.0 million for the
2012 period, and gross profit margin for servicesrdased by 1.4 percentage points to 43.8% fro2%é the first six months of 2012.
Quickparts services gross profit margin decreagetl® percentage points to 41.5% for the firstrabnths of 2013 from 43.0% in the first six
months of 2012 primarily due to unfavorable mix dmel acquisition of RPDG during the second quaRenter services has a gross profit
margin of 49.2% compared to 48.1% for the firstraianths of 2012.

29



Table of Contents

Operating expenses

As shown in Table 9, total operating expenses asad by $23.8 million, or 41.3%, to $81.7 milliorthe first six months of 2013 from
$57.9 million in the first six months of 2012. Thierease was due to higher selling, general andrastrative expenses and higher research
and development expenses, both of which are disdusslow.

Table 9
Six Months Ended June 30
2013 2012
(Dollarsin thousands) Amount % Revenue Amount % Revenue
Selling, general and administrative expenses $65,64: 29.5% $47,99¢ 29.1%
Research and development exper 16,10: 7.2 9,85¢ 6.1
Total operating expens: $81,74¢ 36.7% $57,85: 35.6%

Selling, general and administrative expenses iseéy $17.6 million to $65.6 million in the fisik months of 2013 compared to
$48.0 million in the first six months of 2012, adelcreased to 29.5% of revenue in 2013 comparefl. @&for 2012. The increase was due
primarily to a $6.7 million increase in compensatansts due to commissions on higher revenues ighéihstaffing from acquisitions. SG&
expenses were also impacted by a $2.4 million aszen amortization expense due to acquired inéegia $1.1 million increase in
marketing expenses, a $1.1 million increase in panay costs related to additional acquired locatiar$1.1 million increase in bad debts
bank fees, a $0.8 million increase in travel expsrand a $0.5 million increase in outside agente@sions, partially offset by a $0.5 millic
improvement in legal expenses.

Research and development expenses increased bynifgoB, or 63.4%, to $16.1 million in the firsbemonths of 2013 from
$9.9 million in the first six months of 2012, prinig due to a $3.1 million increase in compensagopense, a $1.0 million increase in R&D
materials and a $0.6 million increase in consut@xjpenses.

Income from operations

Our income from operations of $34.3 million for tirst six months of 2013 improved from $24.0 naitliin 2012. Se&ross profit and
gross profit margins andOperating expenses above.

The following table sets forth operating incomeg®pgraphic area for the first six months of 2013 pared to 2012:

Table 10
Six Months Ended June 30
(Dallarsin thousands) 2013 2012
Income from operation
United State: $ 22,91: $ 13,00¢
Germany 34:% 81¢€
Other Europ 2,001 3,43
Asia Pacific 9,79: 6,61¢
Subtotal 35,04¢ 23,871
Inter-segment eliminatio (739 96
Total $ 34,31¢ $ 23,96¢

With respect to the U.S., in 2013 and 2012, thengha in operating income by geographic area refiettie same factors discussed
above inGross profit and gross profit margins andOperating expenses .

As most of our operations outside the U.S. are goted through sales and marketing subsidiariesshhages in operating income in
our operations outside the U.S. in 2013 and 204@lted primarily from changes in transfer pricingigh is a function of revenue levels.
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Interest and other expense, net

Interest and other expense, net was $12.7 milliche first six months of 2013 compared with $6illiom in the 2012 period. The
higher interest and other expense, net in 2013griiyreflected a loss on conversion of convertibddes of $9.3 million, the interest related
to the senior convertible notes, which amounte®@ million of interest expense, of which $0.8limil represents non-cash amortization,
partially offset by $1.0 million of interest incoraed a $0.6 million gain that was deferred in ampyear and recognized upon settlement of a
long-term note receivable. Interest and other egpenet in the first six months of 2013 also rdélda foreign exchange loss of $0.8 million.
The $6.4 million of expense, net in the first sismths of 2012 reflected $6.1 million of interesperse primarily related to the senior
convertible notes and a $0.5 million foreign exatoss.

Provision for income taxes

We recorded a $6.4 million provision for incomedsuin the first six months of 2013 and a $3.0 mnillprovision for income taxes in t
first six months of 2012. Our 2013 provision focame taxes reflects income taxes in U.S. and n@-urisdictions. The 2012 provision for
income taxes primarily reflects tax expense assediaith income taxes in non-U.S. jurisdictions aederred U.S. income taxes associated
with the use of net operating loss carryforwards.

Net income

Our net income for the first six months of 2013reased $0.7 million to $15.2 million compared td $imillion in the first six months
of 2012. The principal reasons for the increasechvhre discussed in more detail above, were:

» the $10.3 million increase in operating income iasubsed above; partially offset
» the $6.3 million increase in interest and otheremge, net, an
» the $3.3 million increase in our tax provisit

For the six months ended June 30, 2013, averagenoarshares for basic and diluted earnings per share both 94.0 million and
basic and diluted earnings per share were bott6$6dr the six months ended June 30, 2012, avemgenon shares for basic and diluted
earnings per shares were 76.6 million and 77.8amillrespectively, and basic and diluted earnirggsspare were both $0.19.

Other Financial Information

In addition to our results determined under U.Segelly accepted accounting principles (“GAAP")alissed above, management
believes non-GAAP financial measures, which adje$tincome 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 ahededtfrom our GAAP financial statements in deterimg our non-GAAP financial
measures. We have sought to compensate for tmaisations 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 disclosusesddl 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 measwhkgh 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.
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Our non-GAAP financial measures, which adjust nebime and earnings per share, are adjusted féoltbesing:

»  Non-cash stock-based compensation expenses . We exclude the tax-effected stock-based compiemsaxpenses from operating

expenses primarily because they are-cash.

» Amortization of intangibles . We exclude the tax-effected amortization of igite assets from our cost of sales and operating
expenses. The increase in recent periods is ptimartonnection with acquisitions of business

» Acquisition and severance expenses . We exclude the tax-effected charges associatidtiaé acquisition of businesses and the

related severance expenses from our operating sgp

* Non-cash interest expenses . We exclude tax-effected non-cash interest expepsigsarily related to the costs associated with our

outstanding senior convertible notes, from inteagst other expenses, n

» Loss on conversion of convertible notes . We exclude the tax-effected loss on conversiorpaf/ertible notes from interest and

other expenses, ne

* Netlosson litigation settlements . We exclude the tax-effected net gain or losstayation settlements from interest and other

expenses, ne

Reconciliation of GAAP Net Income to Non-GAAP Finacial Measures

Table 11

(Dollarsin thousands, except per share)
GAAP net income
Cost of sales adjustmen
Amortization of intangible:
Operating expense adjustmer
Amortization of intangible:
Acquisition and severance expen
Non-cash stoc-based compensation expel
Other expense adjustmen
Non-cash interest expen
Loss on convertible note
Loss on litigation settlemen
Tax effect

Non-GAAP net income
Non-GAAP basic earnings per she
Non-GAAP diluted earnings per she
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Quarter Ended June 30, Six Months Ended June 30
2013 2012 2013 2012
$ 9,34 $ 8,32« $ 15,22¢ $ 14,51.
66 53 12t 10C
5,01¢ 2,96¢ 8,771 6,34(
2,50¢ 672 4,70z 3,05¢
3,12t 1,30¢ 5,34¢ 2,48(
28t 98¢ 758 1,94:
3,53¢ — 9,25: —
— — 2,00(¢ —
(4,92¢) (35€) (8,375 (1,309)
$18,95. $1394. $ 37,80: $ 27,12
$ 02 $ 0.1¢ 3 0.4C $ 0.3%
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Financial Condition and Liquidity

Table 12
(Dallarsin thousands) June 30, 201 December 31, 201
Cash and cash equivalents $ 349,25! $ 155,85¢
Working capital $ 432,01 $ 212,28t
Total stockholder equity $ 848,98: $ 480,33

Our unrestricted cash and cash equivalents inaldas8193.4 million to $349.3 million at June 3013 from $155.9 million at
December 31, 2012. We generated $12.8 million sfi¢eom operating activities. Cash from operatioossisted of $15.2 million net incon
including $23.8 million of non-cash charges and.$28illion of cash used by net changes in operatgpunts. We used $90.9 million of
cash in investing activities. Cash from financimgj\aties provided $272.2 million of cash, includi$272.1 million of net proceeds from our
common stock offering completed in May 2013. Sash flow andCapitalized |ease obligations below.

Cash and cash equivalents of June 30, 2013 incie® ,million of cash held overseas, compareg@®0 million of June 30, 2012.
Cash held overseas is used in our foreign opemafmmworking capital purposes and is considerdoetpermanently invested; consequently
we have not provided for any taxes on repatriation.

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 thesériments. We minimize our credit risk by investprgmarily in investment grade, liquid
instruments and limit exposure to any one issupedding on credit quality.

Our net working capital increased by $219.7 milltor$432.0 million at June 30, 2013 from $212.3lioml at December 31, 2012,
primarily due to the factors discussed below.

Accounts receivable, net, increased by $31.6 miltm$111.5 million at June 30, 2013 from $79.9ionl at December 31, 2012. Gross
accounts receivable increased by $33.3 million fideeember 31, 2012. With a greater portion of ewenue mix shifting to resellers and
retailers, as part of our planned business modatgar proportion of our sales are transacted@mdsard credit terms. This shift in our
business model was exacerbated by the combined efféhe timing and concentration of orders dutting third month of the quarter as a
result of increasing demand, meaningful contrimgifrom new products and the impact of the RPDGiadepn during the quarter, which
has driven DSO to 84 days for the June 2013 quiider 72 days at December 31, 2012. Accounts rabé@vmore than 90 days past due
increased to 7.8% of gross receivables from 6.42eaember 31, 2012.

Inventories, net increased by $8.0 million to $4@i8ion at June 30, 2013 from $41.8 million at Retber 31, 2012. This increase
resulted primarily from a $4.4 million increasefimshed goods inventory due to the timing of salad revenue recognition at quarter-end,
which also impacts our backlog, and a $3.4 millimrease in raw materials inventory. We maintaifiad million of inventory reserves at
June 30, 2013 and $3.5 million of such reservé&eaember 31, 2012.

The majority of our inventory consists of finishgdods, including primarily printers, print matesi@nd service parts. Inventory also
consists of raw materials and spare parts forntH®use assembly and support service for persongbienfielssional 3D printers. We outsou
the assembly and refurbishment of production printiherefore, we generally do not hold in inveptmost parts for production printer
assembly or refurbishment.

Accounts payable increased by $3.0 million to $36illion at June 30, 2013 from $32.1 million at Betber 31, 2012. The increase is
primarily related to the normal timing of our schéstl expense payments and acquired payables.

Accrued and other liabilities increased by $4.4ionlto $29.2 million at June 30, 2013 from $24.8ion at December 31, 2012. This
increase is primarily due to a $4.5 million incre@s earnouts and deferred payments related tasitions.

The changes in the first six months of 2013 thaten#p the other components of working capital nstussed above arose in the
ordinary course of business.

Differences between the amounts of working cajtéah changes in the cash flow statement and thanbalsheet changes for the
corresponding items are primarily the result okfgn currency translation adjustments.
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We have relied on our unrestricted cash, cash filom operations and capital markets transactiomdet our cash requirements for
working capital, capital expenditures and acquisgi However, it is possible that we may neediseradditional funds to finance our
activities beyond the next twelve months or to comsiate significant acquisitions of other businesassets, products or technologies. If
needed, we may be able to raise such funds byng®ajuity or debt securities to the public or sel@énvestors, or by borrowing from
financial institutions, selling assets or restruicty debt.

Cash flow

The table below summarizes the cash provided lmsed in operating activities, investing activiteasl financing activities, as well as
the effect of changes in foreign currency exchamagges on cash, for the first six months of 2013 20tP.

Table 13
Six Months Ended June 30

(Dollarsin thousands) 2013 2012
Cash provided by operating activities $ 12,79 $ 21,37¢
Cash used in investing activiti (90,88) (149,45)
Cash provided by financing activiti 272,24 107,72¢
Effect of exchange rate changes on ¢ (760) (279

Net increase (decrease) in cash and cash equis $193,39¢ $ (20,619

Cash flow from operating activities

For the six months ended June 30, 2013, our operatitivities provided $12.8 million of net castnig source of cash consisted
primarily of net income plus the effects of nonftétems and changes in working capital, which ascdbed above. Our cash from
operations fluctuates from quarter to quarter duihé timing of transactions and receipts and paysnef cash, including the payment of the
accrued interest on our senior convertible notédclwis paid in June and December each year.

For the six months ended June 30, 2012, our operatitivities provided $21.4 million of net caskig source of cash consisted
primarily of net income plus the effects of nonftétems and changes in working capital.

Cash flow from investing activities

Net cash used in investing activities in the figstmonths of 2013 decreased to $90.9 million f&tv9.5 million for the first six montl
of 2012. This decrease was primarily due to $86IRom of cash paid for acquisitions in the firsk snonths of 2013 compared to $147.5
million paid for acquisitions in the 2012 periocash used in investing activities for the first sinnths of 2013 also includes $1.5 million of
other investing activities.

Cash flow from financing activities

Net cash provided by financing activities increase#272.2 million for the six months ended Jung2Z13 compared to $107.7 million
in the 2012 period. Cash from financing activiiieshe first six months of 2013 was from $272.1limil net proceeds from common stock
offering and $0.4 million of stock-based compermwaproceeds, partially offset by $0.2 million obaaid in lieu of fractional shares and
capital lease payments. Cash from financing a@®in the six months ended June 30, 2012 incl$d®é.9 million of net proceeds resulting
from our Common Stock offering in the second quasfe2012 and $0.9 million of stock-based compensagbroceeds, partially offset by
capital lease payments.

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. The Notes bear interest at a fixed rat®& &0% per annum, payable June 15 and Decembdredeb year while they are outstanding,
beginning June 15, 2012. The net proceeds of thesNeere used to fund the acquisition of Z Corp Via&r and for general corporate
purposes.
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Adjusted for the 3-for-2 stock split completed iabifuary 2013, the Notes have a conversion rat®.8082 shares of Common Stock
per $1,000 principal amount of Notes, which amotmis conversion price of $14.31 per common sHapen conversion, the Company has
the option to pay cash or issue Common Stock,aamabination thereof. The aggregate principal amaofititese Notes then outstanding
matures on December 15, 2016, unless earlier ctetver repurchased in accordance with the terntiseoNotes.

Conditions for conversion have been satisfied &ed\otes are convertible. During the second quaft2d13 Note holders converted
$20.8 million aggregate principal amount of Notekjch converted into 1.5 million shares of commtotk. The Company recognized a $3.5
million loss on conversion of these Notes. Fordixanonths ended 2013, Note holders converted $68libn aggregate principal amount of
notes, which converted into 4,433 shares of comstack, on a split-adjusted basis. The Company m&zed a $9,253 loss on conversion of
these Notes in interest and other expense, net.

The Notes contain a number of covenants coverimgpng other things, payment of Notes, reporting ntesiance of existence and
payment of taxes. Failure to comply with these caws, or any other event of default, could reisudicceleration of the principal amount i
accrued and unpaid interest on the Notes. We wetempliance with all covenants as of June 30, 268&2 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 durifg 20th respect to our Rock Hill facility which cers the facility itself, decreased to $7.5
million at June 30, 2013 from $7.6 million at Dedsan 31, 2012 primarily due to scheduled paymentwriotipal on capital lease
installments.

Our outstanding capitalized lease obligations ¢agryalues at June 30, 2013 and December 31, 2@t2 as follows:

Table 14
(Dollarsin thousands) June 30, 201 December 31, 201
Capitalized lease obligation
Current portion of capitalized lease obligatit $ 17¢ $ 174
Capitalized lease obligations, Ic-term portion 7,348 7,443
Total capitalized lease obligatio $ 7,52 $ 7,610

Other contractual commitments

For certain of our recent acquisitions we are @béd for the payment of deferred purchase pricdingt $6.0 million, due in 2013,
compared to $1.5 million at December 31, 2012. &ef our recent acquisitions contain earnout gions under which the sellers of the
acquired businesses can earn additional amoungstotél amount of liabilities recorded for theseneats at June 30, 2013 is $2.6 million,
compared to $2.6 million at December 31, 2012./$ate 2 and Note 15 for details of acquisitions egldted commitments.

As of June 30, 2013, we have supply commitmenggedlto printer assemblies that total $17.2 miliompared to $10.9 million at
December 31, 2012.

Off-balance sheet arrangements

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

35



Table of Contents

Financial instruments

We conduct business in various countries using th@tHunctional currencies of those countries aheérocurrencies to effect cross
border transactions. As a result, we are subjetttdaisk that fluctuations in foreign exchangesdbetween the dates that those transactions
are entered into and their respective settlemeaesdaill result in a foreign exchange gain or I0&fhen practicable, we endeavor to match
assets and liabilities in the same currency orbalance sheet and those of our subsidiaries i todeduce these risks. We also, when we
consider it to be appropriate, enter into foreigrrency contracts to hedge exposures arising ftasd 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 nptépare and maintain the documentation to quédiffhedge accounting treatment under
ASC 815, “Derivatives and Hedging,” and therefave,recognize all gains and losses (realized oralizesl) in interest and other expense,
net in our unaudited condensed consolidated statisnoé operations and comprehensive income.

There were no foreign exchange contracts at Jun2®@ or December 31, 2012. See Note 7 of theditslicondensed consolidated
financial statements.

Changes in the fair value of derivatives are reediid interest and other expense, net, in our utedidondensed consolidated
statements of operations and comprehensive incbeending on their fair value at the end of theorépg period, derivatives are recorded
either in prepaid and other current assets orénugd liabilities in our unaudited condensed cadstéd balance sheets.

The total impact of foreign currency related itesnsour unaudited condensed consolidated stateroboferations and comprehensive
income was a $0.8 million loss for the six monthdexd June 30, 2013 and a $0.5 million loss fostkenonths ended June 30, 2012.

Recent Accounting Pronouncements

For information with respect to recent accountingnouncements and the impact of these pronouncementur condensed
consolidated financial statements, see Note ldatfaudited condensed consolidated financial st

Critical Accounting Policies and Significant Estimdes

For a discussion of our critical accounting pokicad estimates, refer to “Managemsmiscussion and Analysis of Financial Condi
and Results of Operations — Critical Accountingi€e$ and Significant Estimates” in our Annual Repm Form 10-K for the year ended
December 31, 2012.

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 Refdkit of 1995. Forwardeoking statements include the cautionary statesandl risk factoi
set forth below as well as other statements matlgeifform 10-Q that may involve known and unknoisks;, uncertainties and other factors
that may cause our actual results, performancetoegements to be materially different from histafiresults or from any future results
expressed or implied by such forward-looking staets.

In addition to statements that explicitly descisleh risks and uncertainties, readers are urgedrsider statements in future or
conditional tenses or that include terms such ai¢tes,” “belief,” “expects,” “intends,” “anticigas” or “plans” to be uncertain and forward-
looking. Forward-looking statements may include omnts as to our beliefs and expectations as tof@vents and trends affecting our
business. Forward-looking statements are based mamagement’s current expectations concerningduguents and trends and are
necessarily subject to uncertainties, many of whighoutside of our control. The factors statedeuniide heading “Cautionary Statements and
Risk Factors” set forth below and those descrilpealir other SEC reports, including our FormKL@r the year ended December 31, 201z

well as other factors, could cause actual resaltiffer materially from those reflected or preéittin forward-looking statements.

Any forward-looking statements are based on managémbeliefs and assumptions, using informatiomently available to us. We
assume no obligation, and do not intend, to upiifese forward-looking statements.
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If one or more of these or other risks or uncetiainmaterialize, or if our underlying assumptipngve to be incorrect, actual results
may vary materially from those reflected in or sesfgd by forward-looking statements. Any forwardking statement you read in this Form
10-Q reflects our current views with respect tafatevents and is subject to these and other tiskgrtainties and assumptions relating to
our operations, results of operations, growth stpatand liquidity. All subsequent written and di@ward-looking statements attributable to
us or individuals acting on our behalf are expregslalified in their entirety by this paragraph.uwshould specifically consider the factors
identified or referred to in this Form 10-Q and othier SEC reports, including our Annual ReporFonm 10-K for the year ended
December 31, 2012, 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 k$ asd uncertainties that may affect our futuréquerance. The risks and
uncertainties described in Item 1A in our AnnuapB# on Form 10-K for the year ended December B122re 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 thedesractually occur, our business, results of openatand financial condition could suffer. In
that event the trading price of our common stoakaalecline, and you may lose all or part of yowrestment in our common stock. The ri
discussed in Item 1A in our Annual Report on Fo@rKlfor the year ended December 31, 2012 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 |awesyndertake no obligation to publicly update atise any forward-looking statement,
whether as a result of new information, future ésvem otherwise.

Item 3. Quantitative and Qualitative Disclosures Alout Market Risk.

For a discussion of market risks at December 312 2fkefer to Iltem 7A, “Quantitative and Qualitatésclosures about Market Risk,”
in our Annual Report on Form 10-K for the year eh@&cember 31, 2012. During the first six month@f3, there were no material
changes or developments that would materially #ftermarket risk assessment performed as of Deaedih@012.

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

As of June 30, 2013, we carried out an evaluatioder the supervision and with the participatiomaf management, including our
Chief Executive Officer and Chief Financial Officef the effectiveness of the design and operaifayur disclosure controls and procedures
(as defined in Rules 13a-15(e) and 15d-15(e) ofSeneurities Exchange Act of 1934, as amended @xetfange Act”) pursuant to Rules 13a-
15 and 15d-15 under the Exchange Act. These cardral procedures were designed to provide reasmaablirance that the information
required to be disclosed in the reports that weedil submit under the Exchange Act is recorded;gueed, summarized and reported within
the time periods specified in the SEC's rules amthé and that such information is accumulated amincunicated to our management,
including our Chief Executive Officer and Chief Bircial Officer, in a manner to allow timely deciséoregarding required disclosures. Based
on this evaluation, including an evaluation of thkes referred to above in this Item 4, managerhaatconcluded that our disclosure controls
and procedures were effective as of June 30, 2DpBotvide reasonable assurance that the informagiguired to be disclosed in the reports
we file or submit under the Exchange Act is recdrgeocessed, summarized and reported within the gieriods specified in the SEC’s rules
and forms and that such information is accumulatedicommunicated to management, including our GExetutive Officer and Chief
Financial Officer, in a manner to allow timely d&ions regarding required disclosures.

Changes in Internal Controls over Financial Reportng

There were no material changes in our internalrotsover financial reporting during the period eoed by this Form 10-Q that have
materially affected, or are reasonably likely totenally 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.

Iltem 1A. Risk Factors.

There have been no material changes from the aiorfs as previously disclosed in our Annual ReporForm 10-K for the year ended
December 31, 2012.

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 blay 23, 1995. (Incorporated by reference to Ext8h2tto Registrant’s
Registration Statement on Forr-2/A, filed on May 25, 1995,

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

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

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

3.6 Certificate of Elimination of Series B Preferrea&k filed with the Secretary of State of DelawaneSeptember 9, 2006.
(Incorporated reference to Exhibit 3.1 of Regist's Current Report on Forn-K, filed on September 9, 200t

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 March 31, 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 March 31, 2005, filed on
August 1, 2005.

3.9 Certificate of Amendment of Certificate of Incorption filed with the Secretary of State of DelawaneOctober 7,
2011. (Incorporated by reference to Exhibit 3.Féom &K filed on October 7, 2011

3.1C  Certificate of Designations, Preferences and Righteries A Preferred Stock, filed with the Seangof State of Delaware on
December 9, 2008. (Incorporated by reference tadi®.1 of Registrars Current Report on Forn-K, filed on December 9, 200¢

3.11  Certificate of Elimination of Series A Preferre&, filed with the Secretary of State of DelawaneNovember 14, 2012.
(Incorporated by reference to Exhibit 3.1 of Regis’'s Current Report on Forn-K, filed on November 15, 2012

3.1z Amended and Restated By-Laws. (Incorporated byeatee to Exhibit 3.2 of Registrant’s Current Refort~orm 8-K filed on
December 1, 2006

3.1 Certificate of Amendment of Certificate of Incorption filed with the Secretary of State of DelawaneMay 21, 2013. (Incorporat:
by reference to Exhibit 3.1 of the Regist’'s Current Report on Forn-K, filed on May 22, 2013.

31.1 Certification of Principal Executive Officer filggursuant to Section 302 of the SarbOxley Act of 2002 dated July 30, 20!
31.z Certification of Principal Financial Officer filegursuant to Section 302 of the Sarbi-Oxley Act of 2002 dated July 30, 20

32.1 Certification of Principal Executive Officer filgoursuant to 18 U.S.C. Section 1350, as adoptedipnt$o Section 906 of the
Sarbane-Oxley Act of 2002 dated July 30, 201
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32.z  Certification of Principal Financial Officer filegursuant to 18 U.S.C. Section 1350, as adoptedipot$o Section 906 of the
Sarbane-Oxley Act of 2002 dated July 30, 201

101.INS XBRL Instance Documen

101.SCH XBRL Taxonomy Extension Schema Docume

101.CAL XBRL Taxonomy Extension Calculation Linkbase Docuin
101.DEF XBRL Taxonomy Extension Definition Linkbase Docurhe
101.LAB XBRL Taxonomy Extension Label Linkbase Documk
101.PRE XBRL Taxonomy Extension Presentation Linkbase Doent
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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 Systems Corporatic

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: July 30, 2013
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Exhibit 31.1

Certification of
Principal Executive Officer of
3D Systems Corporation

I, Abraham N. Reichental, certify that:

1)
2)

3)

4)

5)

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

Based on my knowledge, this report does notaiorany untrue statement of a material fact or aondtate a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this reg

Based on my knowledge, the financial statememtd,other financial information included in théport, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presente(
this report;

The registrant’s other certifying officer(s) anare responsible for establishing and maintaimisglosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1Bd)) and internal control over financial repogtias defined in Exchange
Act Rules 13-15(f) and 15-15(f)) for the registrant and hav

(a) Designed such disclosure controls and procsdaorecaused such disclosure controls and procedotee designed under
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifge prepared

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

(c) Evaluated the effectiveness of the registsadisclosure controls and procedures and presemtads report our conclusio
about the effectiveness of the disclosure conints procedures, as of the end of the period coveyehis report based on
such evaluation; an

(d) Disclosed in this report any change in thesggnt’s internal control over financial reportitigat occurred during the
registrant’s most recent fiscal quarter (the regits fourth fiscal quarter in the case of an annuabirg that has materiall
affected, or is reasonably likely to materiallyeaft, the registra’s internal control over financial reporting; &

The registrant’s other certifying officer(s) anldave disclosed, based on our most recent evatuaf internal control over
financial reporting, to the registrant’s auditorsldhe audit committee of the registrant’'s boardiofctors (or persons performing
the equivalent functions

(@  All significant deficiencies and material weakses in the design or operation of internal cootrer financial reporting
which are reasonably likely to adversely affectrigistrant’s ability to record, process, summasiad report financial
information; anc

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

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

Date: July 30, 2013



Exhibit 31.2

Certification of
Principal Financial Officer of
3D Systems Corporation

I, Damon J. Gregoire, certify that:
1) I have reviewed this report on Form-Q of 3D Systems Corporatio

2) Based on my knowledge, this report does notatorany untrue statement of a material fact or enétate a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this reg

3) Based on my knowledge, the financial statememtd,other financial information included in théport, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presente(
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) and1Bd)) and internal control over financial repogtias defined in Exchange
Act Rules 13-15(f) and 15-15(f)) for the registrant and hav

(@)

(b)

()

(d)

Designed such disclosure controls and procsdaorecaused such disclosure controls and procedotee designed under
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifge prepared

Designed such internal control over financggarting, or caused such internal control overrfaial reporting to be
designed under our supervision, to provide readeradsurance regarding the reliability of financegorting and the
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

Evaluated the effectiveness of the registsadisclosure controls and procedures and presemtads report our conclusio
about the effectiveness of the disclosure conints procedures, as of the end of the period coveyehis report based on
such evaluation; an

Disclosed in this report any change in thesggnt’s internal control over financial reportitigat occurred during the
registrant’s most recent fiscal quarter (the regits fourth fiscal quarter in the case of an annuabirg that has materiall
affected, or is reasonably likely to materiallyeaft, the registra’s internal control over financial reporting; &

5) The registrant’s other certifying officer(s) ahldave disclosed, based on our most recent evatuat internal control over
financial reporting, to the registrant’s auditorsldhe audit committee of the registrant’'s boardiofctors (or persons performing
the equivalent functions

(@)

(b)

All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting
which are reasonably likely to adversely affectrigistrant’s ability to record, process, summasiad report financial
information; anc

Any fraud, whether or not material, that invedvmanagement or other employees who have a s@mifiole in the
registran’s internal control over financial reportir

By: /s/ DAMON J. GREGOIRE
Damon J. Gregoir
Title:
Senior Vice President and Chief Financial Officer
(Principal Financial and Accounting Officer)

Date: July 30, 2013



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 endade) 30, 2013 of 3D Systems Corporation (the “IS3uer

I, Abraham N. Reichental, the Principal Executiiig@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 1-Q fully complies with the requirements of Secti@{(d) or Section 15(d) of the Securities Exchangeohd 934; anc

i. the information contained in the Form 10-Q fiajppresents, in all material respects, the findnmadition and results of operations
of the Issuer

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

Date: July 30, 2013

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.



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 endade) 30, 2013 of 3D Systems Corporation (the “IS3uer

I, Damon J. Gregoire, the Principal Financial Gffiof 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 1-Q fully complies with the requirements of Secti@{(d) or Section 15(d) of the Securities Exchangeohd 934; anc

i. the information contained in the Form 10-Q fiajppresents, in all material respects, the findnmadition and results of operations
of the Issuer

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

Date: July 30, 2013

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 req



