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PART |
Item 1. Business
General

3D Systems Corporation (“3D Systems” or the “Comydaor “we” or “us”) is a holding company incorpoeat in Delaware in 1993

that operates through subsidiaries in the Amerimad Asia Pacific region (“APAC”), as well as Epeoand the Middle East
(“EMEA") . We distribute our products in those aseas well as in other parts of the world. We ateaaling global provider of 3D

printing centric solutions, and are pioneering 3ingng for everyone. We provide the most advanaed comprehensive 3D design-
to-manufacturing solutions, including 3D printepjnt materials and cloud sourced custom parts. gawerful digital thread, a

seamless information exchange across design andfatanring, empowers professionals and consumessyewere to bring their

ideas to life in material choices including plagticmetals, ceramics and edibles . Our leadingthesge solutions include end-to-end
simulation, training and planning and printing afgical instruments and devices for personalizedesy and patient specific medical
and dental devices. Our democratized 3D digitalgieand inspection products provide seamless iptrability between additive and
subtractive manufacturing and incorporate the tatesnersive computing technologies. Our productsl @ervices replace and
complement traditional methods with improved resald reduced time to outcome. These solutionssee to rapidly design, create,
communicate, plan, guide, prototype or producetfonal parts, devices and assemblies, empoweringustomers to manufacture the
future .

Over the past three decades, entire industries transformed their design-to-manufacturing processeing 3D content-to-print
solutions. Companies utilizing 3D printing techrgjchave the freedom to create and manufacturegioecproducts on demand, with
no additional cost for complexity or uniquenessst@mers can use 3D printing to mass customize acelly print what they need,
when they need it, often in a more cost effectiay by eliminating expensive tooling and long I&atks, while significantly reducing
the adverse environmental impacts that are ofteocésted with traditional manufacturing.

We pioneered 3D printing and digital manufactunmigh the invention of stereolithography (“SLA”) aride universally used .stl file
format almost 30 years ago. Subsequently, we dpediselective laser sintering (“SLS”), multi-jeiming (“MJP”), film transfer
imaging (“FTI"), color jet printing (“CJP"), direcinetal printing (“DMP”) and plastic jet printing FIP”) 3D printing technologies.
Over the past decades, our customers have strewgthheir competitive advantage by embracing olutisms to enhance and
accelerate their product development cycles anduagchnology has advanced, a growing numbeustoeners have also transitioned
to direct manufacturing of end use parts and cuspooducts. Today, we continue to drive the adoptidnlarge-scale custom
manufacturing solutions, including the printing ldghly complex end use parts in a variety of aesosp defense, automotive and
healthcare applications worldwide. At the same timve are democratizing 3D printing solutions byeexing the range of our
affordable 3D printing solutions to the engineet&sktop, classroom and living room .

3D printers can print almost anything, from patispécific medical devices to functional aerospace automotive parts and from
personalized accessories and jewelry to custonteg] art and decor. Our portfolio of 3D printeasges from less than $1,000 to over
$1 million and includes several unique print engitieat employ proprietary, additive layer printipgcesses designed to meet our
customers’ most demanding design, prototypingirtgstooling, production and manufacturing requiests. We also offer proprietary
software printer drivers and pre-sale and post-sateices, ranging from applications developmeimt esstom engineered production
solutions to installation, warranty and maintenasesvices related to our products .

Our printers utilize a wide range of proprietarynpmaterials that we develop, blend and market. @int materials range from real
wax and plastic and composites to metal, nylon, emen edible materials. We augment and complementown portfolio of
engineered print materials with materials that wecpase from third parties under private label disttibution arrangements.

We also provide software and haptic and percepteaices for creativity and design, including 3Ditidesign, scan-to-CAD, scan-
to-print, reverse engineering, inspection, scutptimd medical modeling and simulation applicatiaddsr products provide seamless
integration for our customers’ entire workflow fra8D design to fabrication.

To satisfy our customers’ entire design-to-manufiacy requirements, we also provide custom manufa services via Quickparts
®, our on-demand cloud printed parts services. TgindQuickparts, we offer a broad range of precigiarts capabilities produced from
a wide range of additive and traditional manufaotyprocesses and materials.



For our healthcare customers we also offer virsuagical planning and medical modeling servicegitiding scanners, and simulation
products. Our healthcare digital thread providesrsess workflow with a comprehensive portfoliosofutions to go from the training
room to the operating room, enabling personalizedioine and improved healthcare procedures andtsesu

Our expertly integrated 3D products and servicewige a seamless workflow through 3D design andidabion, transforming the

manner in which our customers design, develop aadufiacture. We continue to develop new products sertices and have
expanded our technology platform and 3D ecosysteough internal developments, relationships witindtiparties and acquisitions.
We maintain ongoing product development prograna #re focused on providing our customers with mi@st comprehensive

portfolio of 3D content-to-print solutions. We doeusing on expanding and enhancing our comprebemséenu of 3D printing centric

solutions in areas that we believe represent sagmif growth opportunities for our business, inahgdthe aerospace, automotive,
healthcare, education, and consumer marketplaces.

Recent Developments

In Octobe r 2014 , we entered into a $150.0 milliiwe-year revolving, unsecured credit facility WwiPNC Bank as Administrative
Agent, and certain other lenders. The agreemenpdeas a revolving loan facility that provides fmvances in the initial aggregate
principal amount of up to $150.0 million. Subjestdertain terms and conditions contained in theagent, the Company may, at its
option and subject to customary conditions, reqaasincrease in the aggregate principal amountiablaiunder the credit facility by
an additional $75.0 million .

In November 2014, we revealed several new prodartisdesign-to-manufacturing solutions at EuroMddd4£ The ProX 400 direct
metal 3D printer is twice as fast as the ProX 308 &atures a build area twice as large, and featseveral fac tory production
enhancements. The ProX 800 enhances our SLA temfjyalith new features for greater production efficiy, including
revolutionary print head and material managemestesys, space-saving footprint and easy-to-use tupecantrols. The ProX 500
Plus builds on our existing ProX 500 by expanding tange of materials, increasing print speedspaiadiding a higher resolution
output. We also introduced new high performanceenes for the ProX 500 Plus: DuraFofm PréX GFlasgHilled nylon material
formulated for added stiffness and temperaturetanese; DuraForm ProX AF+, an alloy-filled nylon tvi realistic cast metal
appearance, extreme tensile strength and high deflection properties; and DuraForm ProX EX, a Mylmaterial that provides
exceptional impact strength, increased durabilitgd amarkable flexibility. We also introduced nevaterials for the ProJet 1200
Micro-SLA 3D printer that expand applications farrdal labs, jewelers, manufacturers, engineersaatigts, adding FTX Cast, FTX
Gold, FTX Silver, FTX Gray and FTX Clear. New ma#s showcased for the ProJet 5500X offer anoteeellof versatility with
tough, functional-grade, flexible elastomers inckland natural-translucent that result in parts @ be stretched, twisted, mashed
and handled to withstand challenging applicatioithaut failure or tearing. We also introduced thep@ire® Mini, a scan-based design
and inspection system for small, precise parts, 2D8PRINT™, a cloud and desktop-based platform straamlines workflow by
enabling collaboration, storage, access, file mamant, sharing and printing.

In November 2014 , we entered into a d efinitiveeagent to acquire a Il of the outstanding shafeSimatron Ltd. (“Cimatron”), a
leading provider of integrated 3D CAD/CAM softwgpeoducts and solutions for manufacturing. We coneplehe acquisition of
Cimatron on February 9, 2015. The acquisitioil€mhatron adds complementary technology, extendsalas coverage globally and
multiplexes cross-selling opportunities.

In November 2014 , we completed the acquisitioW@¥ of the outstanding shares of Robtec , cre@8ddSystems Latin America.

Headquartered in Sao Paulo, Brazil, Robtec is d@ihgekt Latin-American additive manufacturing sesvimireau and the leading 3D
printing and scanning products distributor in tlegion. With key operations in Brazil, Argentina,ilghUruguay and Mexico, and

well-established printer and scanner distributiotivities, the addition of Robtec provides us wéttstrong Latin American presence
and brings long-term relationships with leadingoapace and automotive companies, including Emb&emens, Volkswagen, Fiat,
CenPra, Visteon and Mercedes.

In January 2015 , w e announced the acquisition ofObjects and we launched the full-color Cube € at CES. This is the first
plastic jet printer that is capable of printingfil color. The Cube Pro C is part of our consurpertfolio and is ideal for classroom,
home and the engineer’s desktop. The acquisitidrotdbjects closed in December 2014.



At the International Consumer Electronics Show 2@iSJanuary , we also showcased our new Touch™ich&m stylus, the
Ekocycle™ Cubé 3D printer and the CoCoJet™ 3D eriat well as apps, gaming platforms and a vaoiElifestyle collections from
fashion to food and entertainment. The Touch stghraes with an OpenHaptics Software Developer #itdigital design and virtual
gaming and is an easy to use, powerful percepewmtd that provides a virtual sculpting experienod is ideal for designers, artists,
students, gamers and hobbyists. The Ekocycle prinpdastic from recycled post-consumer waste, &ad launched in collaboration
with The Coca-Cola Company and will.i.am. We arsoalkeading the way in personalized, edible 3D prgntand previewed the
CoCoJet 3D printer that we are currently developmgollaboration with The Hershey Company, anchtzhed a partnership with the
Culinary Institute of America to advance 3D prirgtim the culinary arts through education, exp loratand experimentation.

Products

We offer the most comprehensive range of 3D printeraterials, perceptual devices, scanners, saftand simulators within the
additive manufacturing industry .

3D Printers

Our 3D printers transform digital data input fromyaformat generated by 3D design software, CADvgaxfé, or 3D scanning and
sculpting devices, to printed parts using our irdégd, engineered plastic, metal, nylon, rubbex &ra composite print materials.

Our 3D printers convert our print materials intdid@ross-sections, layer by layer, to print theidsd fully fused objects, employing
one of our proprietary print engines, which arecdssed in more detail below. We offer printers téaf making multiple distinct
parts at the same time, highly accurate geometries wide range of sizes and shapes with a vaiétynaterial performance
characteristics.

SLA Printers

Our stereolithography 3D printers offers a widegeof capabilities, including size, speed, accuréttypughput and surface finish in
different formats and price points. Our SLA pristeome in a variety of print formats and footpsizes, from the desktop micro-SLA
ProJet 1200 to our extra-large build volume ProX.95ur SLA printers are designed to quickly andreepically produce durable
plastic parts with unprecedented surface smoothfestire resolution, edge definition and toleranitet rival the accuracy of CNC-
machined plastic parts .

Our SLA printers are used for a wide variety of laggtions, ranging from automotive, aerospace tosomer and entertainment and
electronics to healthcare, including mass custotioizaf orthodontics, hearing aids and surgicablgsiand Kkits.

SLS Printers

Our selective laser sintering 3D printers melt arse (sinter) powder-based, nylon and engineerastipland composite print materials
to produce very strong and durable parts. Custames of our SLS printers include functional tesdele and end-use parts, which
enables our customers to create customized pastsortcally without tooling. The combination of primaterials * flexibility, part
functionality and high throughput of our SLS prigmgine makes it well suited for rapid manufacturafgdurable parts. Our SLS
printers are used for applications in various itdes, including aerospace, automotive, packagimdystrial machinery and medical
devices .

DM Printers

Our direct metal printing 3D printers produce cheaily pure, fully dense metal parts, by sinterimaypers in a variety of different
metals materia Is and ceramic materials. Our DNhtprs can process a wide range of materials, imgugowders with very fine

granularity (less than 10 microns), enabling owiditag surface finish and resolution. We offer diraetal printers in several sizes,
including our recently introduced ProX 400, whiakatures the largest build area in its class. Custerase our ProX direct metal
printers for dental, medical, aerospace and autemapplications .



MJP Printers

Our multi-jet printing portfolio utilizes jettingdad technology to deliver high quality, accuratd sough parts in plastics, wax, and
engineered materials. These printers offer thehiffyato print in ultra-fine resolution for predn parts and to print multiple materials
in a single part. Our MJP printers come with a fp&ar print head warranty and are designed to igt-definition, functional and
durable parts for form, fit and function analysis,well as patterns for casting. Our MJP printeesuged for consumer goods, industrial
design, medical, dental and jewelry applications .

CJP Printers

Our color jet printing solutions produce parts lagpic and ceramic-like materials using powder miafe and binders. Our CJP printers
produce parts in pixel - by - pixel full color, the full range of colors. Our CJP printers are idea MCAD, architecture, design
communication, education, art, consumer goods agdical modeling applications .

FTI Printers

Our film transfer imaging printers use light curitechnology to print durable plastic parts withraosth surface finish and true to
design detail. Parts printed on these ProJet psirdan be drilled, machined, painted and metakgdlatfter building and parts can be
printed in six different colors. FTI printers arged in desktop printing and functional prototypapgplications .

PJP Printers

Our plastic jet printing 3D printers utilize a pmy simple, clean and compact plastic extrusiont ggine technology designed for
office, home and classroom use. Our PJP printerseagineered to be accurate and affordable an@qripped with up to three
compact precision print heads for multi-color, rmuoiaterial printing with quick material changeoveasd multiple print modes
available. PJP printers offer an easy to use imtetfenabling fast, multi-color printing in a siadluild in PLA or ABS plastic or nylon.
Our Cube 3D printer is certified kid-safe and ddfarplug and play experience, including smart icly#s that include built in extruder
nozzles for an easy and reliable consumer prirgxyerience. Cube Pro offers a robust, climate otlatt desktop 3D printer with a
user friendly, intuitive experience. Our newest PdiRter, the Cube Pro C, is the first in its cles®ffer full color printing in PLA or
ABS plastic. Our PJP printers are ideal for theiregy’'s desktop as well as at home and in the dassuse .

Software

We offer proprietary software tools for an integht seamless digital workflow. We offer softwareclkgges and design tools for
reverse engineering, inspection and haptic des&gpkages, enabling our customers to open scan datalyl in the CAD parametric

environment, design in Voxel CAD and sculpt. Weoatsfer intuitive packages designed for studentd home users. With the
acquisition of Cimatron in February 2015 , a legd@®AD/CAM provider, we now offer CAD and CAM softwepackages designed
for the manufacturing industry. We also offer piefary software and drivers embedded within ounteris.

Other Products

We offer affordable 3D scanners and perceptualcgsvio democratize access to 3D content creatidreaable seamless integration
with our software and 3D printers. We offer scasnir a range of price points and capabilities froompact and ultra-pr ecise
professional scanners to affordable, intuitive segis designed for the consumer and optimized fopBBting. We also offer haptic

devices that enable freeform sculpting and desidnich are ideal for artists, designers and heatthapplications.

We also offer 3D virtual reality simulators for meal applications. These 3D simulators expand @althcare digital thread to offer
solutions from the training room all the way to thgerating room. We also provide digitizing scasnfar medical and mechanical
applications.

Materials

As part of our integrated solutions approach, vt package and sell proprietary, consumablenerged plastic, nylon, metal and
composite materials under several leading brandeségor use in our printers. We market our SLA mateunder the Accura brand,
our SLS materials under the DuraForm, CastF6rm laaskrForm™ brands and materials for our MJP, CJR,af®l micro-SLA
printers under the VisiJet brand. We augment amapt®ment our own portfolio of print materials withaterials that we purchase from
third parties under private label and distributisrangements.



With the exception of our direct metal printers,r awrrently offered printers have built-in inteligce that communicates vital
processing and quality statistics in real time. fase printers, we furnish integrated print materthat are specifically designed for
use in those printers and that are packaged intsragridges designed to enhance system functignalp-time, materials shelf life and
overall printer reliability, with the objective gfoviding our customers with a built-in quality neyement system and a fully integrated
work flow solution .

We work closely with our customers to optimize gherformance of our print materials in their apgiicas. Our expertise in print
materials formulation, combined with our procesdtvgare and equipment design strengths, enablea lwslp our customers select the
print material that best meets their needs andimlojatimal cost and performance results. We alsckwath third parties to devel op
different types of print materials designed to nteetneeds of our customers.

SLA Materials

We offer a variety of plastic-like performance daeristics and attributes designed to mimic specéngineered, thermoplastic

materials under the Accufa brand name. When usedriSLA printers, our proprietary liquid resinsrtunto a solid surface one layer

at a time, and through an additive building proca#ighe layers bond and fuse to make a solid @r# print materials include general

purpose as well as specialized materials and @@ for fit and form testing, wind tunnel testinmsting, patterns and molds, show
models and healthcare applications .

To further complement and expand the range of nad¢éewe offer to our customers, we also distribbte\ materials under recognized
third-party brand names .

SLS Materials

Our proprietary selective laser sintering materéalsl composites includes a range of rigid plasfastomeric and nylon materials as
well as various composites of these ingredients. 8uS printers have built-in versatility; therefptee same printers can be used to
process multiple materials.

Our DuraForm laser sintering materials include Eash and LaserForm proprietary SLS materials. SlaBenmls are used to create

durable, functional end-use parts, prototypes amdhle patterns as well as assembly jigs and &stufhey are also used to produce
flexible parts, high-temperature resistant parétegons for investment casting, functional tooldugh as injection molding tool inserts,

and end-use parts for customized advanced manufegipplications .

Product designers and developers from major auigmaterospace and consumer products companieSL8earts extensively as
functional test models, including in harsh testismmnment conditions. Aerospace and medical comgan&e our SLS printers to
produce end-use parts directly, which enables ttoecneate customized parts economically withoulingo.

DMP Materials

Our direct metal printing materials include venyefimetal and ceramic powders. These materialsdaaeramics, stainless steels, tool
steels, super alloys, non-ferrous alloys, precioatals and alumina. Our DMP printers and mategedsused for chemically pure, fully

dense, fine feature detail printing of end use paahd patterns in aerospace, automotive and kagdttapplications. Super alloys are
commonly used in parts of gas turbine enginesdhatsubject to high temperatures and require higimgth, high temperature creep
resistance, phase stability and oxidation and s@roresistance. Non-ferrous metals include alumirmund titanium. Precious metals
such as gold, silver and platinum and exotic og raetals such as cobalt, mercury or tungsten canba processed .

VisiJet Print Materials

VisiJet print materials consist of a wide rangeptdistic, composite and wax materials, includingathle materials that provide
injection-molded like properties. VisiJet plastiat@rials are used in demanding, high end prototypoasting and manufacturing
applications. VisiJet wax print materials and spkdissolvable support materials are ideal for direasting applications such as
custom jewelry manufacturing, dental crowns anddeiwork and other casting and micro-casting appdos .



PJP Print Materials

Materials for use in our PJP 3D printers providdtimaolor, durable, real plastic parts, includinglyatic acid (PLA), acrylonitrile
butadiene styrene (ABS) and polyamide (Nylon). Bhesdnt materials are packaged in proprietary smantridges and offer a variety
of properties, including tough polymer material®sy enough for car bumpers and biodegradable thgastics .

Services

Warranty, Maintenance and Training Services

We provide a variety of customer services and lapgdlication support and field support on a worldisvbasis for our products . For
our 3D printers and software, we provide theseisesvand field support either directly or througheawork of authorized resellers or
other sources. We are continuing to expan d o@llezschannel for our consumer and professionap8bters and software and to train
our resellers to perform installation and maintex@aservices for our printers .

The services and field support that we provideudel s installation of new printers at customergssi printer warranties, several
maintenance agreement options and a wide variehaafware upgrades, software updates and perfoemamtancement packages.
We also provide services to assist our customeatsesellers in developing new applications for mohnologies, to facilitate the use
of our technology for the customers’ applicatiotastrain customers on the use of newly acquiredters and to maintain our printers
at customers’ sites.

All our 3D printers are sold with maintenance suppbat generally covers a warranty period randiogn 90 days to one year. We
generally offer service contracts that enable astamers to continue maintenance coverage beyanihitiel warranty period. These
service contracts are offered with various levélsupport and are priced accordingly. We employtamer-support sales engineers in
North America, South America, in several countireEurope and in parts of the Asia Pacific regiostipport our worldwide customer
base. As a key element of warranty and serviceraohimaintenance, our service engineers providaladyg scheduled preventive
maintenance visits to customer sites. We also gepiraining to our distributors and resellers tatda them to perform these services.

We distribute spare parts on a worldwide basisutocostomers, primarily from locations in the U.SSouth America, EMEA and Asia
Pacific.

We also offer upgrade kits for certain of our peistthat enable our existing customers to takeradga of new or enhanced printer
capabilities; however, we have discontinued upgggport for certain of our older legacy printers .

QuickpartsServices

We provide an extensive suite of on-demand parsces through our Quickparts branded global netwadrfulfillment facilities. Our
Quickparts service offers a broad range of precigitastic and metal parts service capabilities pced from a wide range of 3D
printing and traditional materials using a variety additive and tradi tional manufacturing procass€ustomers may procure a
complete range of precision parts services usimgreety of finishing, molding and casting capaigkt In addition, preferred service
providers and leading service bureaus can usersdemand custom parts service as their comprehensier-fulfillment center .

Consumer ®rvices

In addition to our consumer 3D printers, we offarb@y, our online hosting and publishing platformopiding simple-to-use content
creation tools, content downloads, cloud printikgvices and licensing arrangements and hostinghiod parties. In addition to
Cubify, we also provide consumer services relatethé entertainment industry through our GentlenGmand. We are continuing to
expand our consumer offerings, inc luding partnpssiand open software development kit for develomerd designers, expanded
content and Cubify exclusive designs, and appseate and modify 3D digital data .

Software Services

In addition to our software products, we offer cmsérs post sale software maintenance, which inslugielates and software support
for our design, reverse engineering and inspedctidtware packages.



HealthcareServices

We provide healthcare services through our Medidadleling, LayerWise and Simbionix brands. We previdodeling and design
services, including virtu al surgical planning (V8P, printing and finishing of medical study modalsd devices, including surgical
kits, implants and other personalized medical decitVe also provide service on our surgical sinoasagold through Simbio nix.

Global Operations

We operate in the America s, Europe , the MiddlstBBad the Asia Pacific region s , and distribute groducts and services in those
areas as well as to other parts of the world. Rexein countries outside the U.S. accounted for %9.44.5 % and 44.5 % of
consolidated revenue in the years ended Decemb&03%, 2013 and 2012 , respectively.

In maintaining foreign operations, we expose ousimess to risks inherent in such operations, inolycturrency fluctuations.
Information on foreign exchange risk appears int Paltem 1A “Risk Factors”, Partll, Item 7A, “Qué#tative and Qualitative

Disclosures about Market Risk” and Item 8, “Finah@&tatements and Supplementary Data,” of this FidmK, which information is
incorporated herein by reference.

Financial information about geographic areas, idiclg revenue, long-lived assets, and cash balarmgesears in Note 21to the
Consolidated Financial Statements in Part Il, I®®m‘Financial Statements and Supplementary Dath,this Form 10-K, which
information is incorporated herein by reference.

Marketing and Customers

Our sales and marketing strategy focuses on agrated approach that is directed at providing 3Dteot-to-print solutions and
services to meet a wide range of customer needs.iftegrated approach includes the sales and riagkef our entire portfolio of
products and services.

Our sales organization is responsible for the ekl of our products and services on a worldwideis and for the management and
coordination of our growing network of authorizedsellers. With the exception of our online chanrefsl direct Quickparts
salespersons, we sell our products and servicegafly through resellers who are supported by oun @xp erienced channel sales
managers consisting of salesp ersons who work ¢inaut the America s, EMEA and Asia Pacific . @pplication engineers provide
professional services through pre-sales and pbss$-sapport and assist existing customers so hlegtd¢an take advantage of our latest
print materials and techniques to improve part lifyy and machine productivity. This group also leages our customer contacts to
help identify new application opportunities thailiné¢ our proprietary processes and access to alickRarts printing service. As of
December 31, 201 4, our worldwide sales, appbcagind service staff consisted of 202 employees.

In certain areas of the world where we do not deedaectly, we have appointed sales agents amdldi®ors who are authorized to sell
our products and services on our behalf. Certaitha$e agents and distributors also provide sesuwiceustomers in those geographic
areas .

As a complement to our printer s and materialsssal@ maintain our Quickparts on demand parts sera global network of parts
printing service locations, which we sell througHigect sale s team and our online platform. Initiati to providing a comprehensive
range of services to customers, Quickparts alseiges relationship building and lead generationfiibure sales of our products .

Our consumer oriented 3D printers, scanners, soéweontent and services are available online tjinoQubify and through retalil
stores and distributors as well as through ourlersghannel .

Our customers include major companies and smallnaiddize businesses in a broad range of industrnekjding manufacturers of

automotive, aerospace, computer, electronic, defegducation, consumer, energy and healthcare giodRurchasers of our printers
include original equipment manufacturers (OEM 'gdyvernment agencies, universities and other erundtinstitutions, independent
service bureaus and individual consumers . Nglsioustomer accounted for more than 10 percerdw £onsolidated revenue for t
he years ended December 31, 2014, 2013 or 20 12.
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Production and Supplies

We assemble our Cube and Cube Pro 3D printersPmiet 1000 through 7000 3D printers and otherpagemt at our Rock Hill,

South Carolina facilities . Our ProJet x60 serie8D printers are assembled at our Andover, Masssetts location . Our Herndon,
Virginia facility produces our Vidar digitizers agell as provides additional Cube 3D printers asdgnm®ur Simbionix branded 3D
simulators are produced in our facility in Airp@tty, Israel. Our direct metals printers are pragthin the U.S. and France.

We outsource certain production printer assembly exfurbishment activities to selected design andireering companies and
suppliers. These suppliers also carry out quabtytol procedures on our printers prior to theipstent to customers. As part of these
activities, these suppliers have responsibility foocuring the components and sub-assemblies tleaused in our printers. We
purchase finished printers from these suppliersymmt to forecasts and customer orders that weystpgphem. While the outsourced
suppliers of our printers have responsibility foe supply chain of the components for the printleey assemble, the components, parts
and sub-assemblies that are used in our printergearerally available from several potential sugpli

We produce print materials at our facilities in Awdr, Massachusetts; Barberton, Ohio; Marly, Switrel and Rock Hill , South
Carolina. We also have arrangements with thirdiggnvho blend to our specifications certain priratenials that we sell under our
own brand names. As discussed above, we also megnat materials from third parties for resal®tw customers.

Our equipment assembly and print materials blendingvities and certain research and developmetivities are subject to

compliance with applicable federal, state and logedvisions regulating the storage, use and digehasf materials into the

environment. We believe that we are in compliande all material respects, with such regulationscagently in effect and that
continued compliance with them will not have a mateadverse effect on our capital expendituresults of operations or consolidated
financial position.

Research and Development

The 3D printing industry is experiencing rapid teclogical change. Consequently, we have ongoingares and development
programs to develop new printers and print mate@ald to enhance our product lines as well as podue and expand the capabilities
of our printers, print materials and software. Ehawxlude significant technology platform developrsefor products, materials and
software. Our development efforts are often augetehby development arrangements with researchutistis, customers, suppliers of
material and hardware and the assembly and desige that we have engaged to assemble our prirfeeosn time to time, we also

engage third party engineering companies and dpepi@nt materials companies in specific developitngrojects .

In addition to our internally developed technologhatforms, we have acquired products or technokgieveloped by others by
acquiring business entities that held ownershifntsigo the technologies. In other instances we Hepemsed or purchased the
intellectual property rights of technologies deyeld by third parties through licensing agreememdshay obligate us to pay a license
fee or royalty, typically based upon a dollar antquer unit or a percentage of the revenue genelatedich products. As noted below,
t he amount of such royalties was not materialup results of operations or consolidated finanpiagition for the three-year period
ended December 31, 20 14 .

Research and development expenses were $75.4m$#a3.5 million and $ 23.2 million in 2014, 20113da201 2 , respectively.

No software development costs from acquisitionsewepitalized in 2014. We capitalized $ 0.3 millmfrsoftware development costs
from acquisitions in 2013. We did not capitalizey @oftware development costs in 2012. See Ndte the Consolidated Financial
Statements.

Intellectual Property

We regard our technology platforms and materialpraprietary and seek to protect them through dgpys, patents, trademarks and
trade secrets. At December 31, 20 14 and 2013heik1,061 and 973 patents worldwide , respelgtivt December 31, 2014 , we
also had 262 pending patent applications worldwideluding applications covering inventions cong& in our recently introduced
printers . The principal issued patents covedrgects of our various technologies will expieg varying times through the year
2027 .

We are also a party to various licenses that haekthe effect of broadening the range of the pateydtent applications and other
intellectual property available to us.
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We have also entered into licensing or cross-licenarrangements with various companies in the ddntates and in other countries
that enable those companies to utilize our tectingds in their products or that enable us to usér tiechnologies in our products.

Under certain of these licenses, we are entitlect¢eive, or we are obligated to pay, royaltiestfer sale of licensed products in the
U.S. or in other countries. The amount of such lt®swas not material to our results of operationgonsolidated financial position

for the three-year period ended December 31, 20 14

We believe that, while our patents and licenses/igeous with a competitive advantage, our succegseids primarily on our
marketing, business development and applicatiomsvkmow and on our ongoing research and developmiéotts. Accordingly, we
believe the expiration of any of the patents, paggplications or licenses discussed above woutdoramaterial to our business or
financial position.

Competition

We face competition from the development of nevihbetogies or techniques not encompassed by thatgateat we own or license
and from the conventional technologies.

Our competitors also include other suppliers of@Dters, print materials and software, includingBCdesign and scanning software,
as well as suppliers of forming manufacturing Soha such as vacuum casting equipment. A numbesrapanies currently sell print
materials that compete with those we sell . Numesuppliers of these products operate both iatemally and regionally, and many
of them have well-recognized product lines that peta with us in a wide range of our product appilices.

Competition for most of our 3D printers is basednarily on process know-how, product applicatiorokwhow and the ability to
provide a full range of products and services tetneeistomer needs. Accordingly, our ongoing reseantl development programs are
intended to enable us to maintain technologicatideship. Certain of the companies producing compgefiroducts or providing
competing services are well established and mag bavater financial resources than us .

Our competitors are also companies that manufachaehines that make, or use machines to make, sjopi@totypes, molds and
small-volume to medium-volume manufacturing paftekese competitors include suppliers of CNC, suppligf plastics molding
equipment, including injection-molding equipmentpgliers of traditional machining, milling and gding equipment, and businesses
that use such equipment to produce models, pragstypolds and manufacturing parts. These convaitioachining, plastic molding
and metal casting techniques continue to be thé ommsmon methods by which plastic and metal pantsdels, functional prototypes
and metal tool inserts are manufactured today .

We believe that our future success depends on lalityao enhance our existing products and sewyjigetroduce new products and
services on a timely and cost-effective basis, neléenging customer needs, extend our core techiesldg new applications and
anticipate and respond to emerging standards, éssimodels, service delivery methods and othentédabical changes.

Employee s

At December 31, 20 14 , we had 2,136 f ull-timeplyees. A Ilthough some of our employees outsigeUls. are subject to local
statutory employment and labor arrangements , roboer U.S. employees are covered by colledvamgaining agreements. We have
not experienced any material work stoppages anévgethat our relations with our employees ares&attory.

Available Information

Our website address isww. 3DSystems.com The information contained on our website is neithgrart of, nor incorporated by
reference into, this Form 10-K . We make availdbde of charge through our website our Annual Repon Form 10-K, Quarterly

Reports on Form 18Q, Current Reports on Form-& , amendments to those reports, and other doctarthat we file with the
Securities and Exchange Commission (“SEC”), as ssoreasonably practicable after we electroniddéythem with, or furnish them
to, the SEC. In addition, the public may read amplycmaterials we file with the SEC at the SEC'sljmuteference room located at 100
F Street, N.E., Washington, D.C. 20549. Informatienthe operation of the public reference room lmambtained by calling the SEC
at 1-800-SEC-0330.

Several of our corporate governance materialsudiofy our Code of Conduct, Code of Ethics for Seimancial Executives and

Directors, Corporate Governance Guidelines, theeotircharters of each of the standing committegb@Board of Directors and our
corporate charter documents and b y- laws areablaibn our website.
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Executive and Other Officers

The information appearing in the table below setthfthe current position or positions held by eatbur of ficers and his or her age
as of February 1, 20 15 . All of our officers\aeat the pleasure of the Boar d of Directors.rétae no family relationships among
any of our officers or directors.

Name and Current Position __Age as of February 1, 201!
Abraham N. Reichent:

President and Chief Executive Offic 58
Charles W. Hul

Executive Vice President and Chief Technology @iff 75
Theodore A. Hul

Executive Vice President and Chief Financial Offi 57
Mark W. Wright

Executive Vice President and Chief Operating Off 50
David R. Styke

Vice President and Chief Accounting Offic 53
Kevin P. McAlea

Executive Vice President and Chief Operating Offittealthcare 56
Andrew M. Johnsol

Executive Vice President, Chief Legal Officer aretf&tary 40
Cathy L. Lewis

Executive Vice President and Chief Marketing Offi 63

We have employed each of the individuals in the fgoing table, other than Theodore A. Hull, Mark Wright and David R. Styka,
for more than five yea rs.

Mr. Hull assume d the role of Executive Vice Presidand Chief Financial Officer on November 4, 201Mr. Hull's career spans
more than three decades of progressing finana@akeship roles in high-tech companies and secaoleles including Cisco, Maxtor and
IBM. Most recently, he served as Executive Vicesittent and Chief Financial Officer of Fusion-iopeovider of advanced flash
storage solutions, from December 2013 until the mamy's purchase by SanDisk Corporation in July 2044 Hull served as Vice

President, Finance at Cisco Systems, Inc. a matwiéa®f IP networking products and services, fr2Z007 to September 2013.

Mr. Wright assumed the role of Executive Vice Pdest and Chief Operating Officer on October 27,208r. Wright joins the
Company after an 18-year career at EMC Corporatiofortune 500 provider of web-based computingesystand data storage
products. Most recently, he served as Senior ViesiBent of Business Development and Operationsneto, since April 2014. He
served as the Chief Operating Officer, Flash Prodicision from October 2012 to April 2014, servad S enior Vice President,
Strategic Operations, IIP Division from Januaryctober 2012, Senior Vice President, Business Gipes Unified Storage Division
from January 2011 to January 2012 and Vice Presi@yperations and Business Transformation, Uniiéarage Division from 2008
to January 2011.

Mr. Styka assumed the role of Vice President an@fChccounting Officer on January 14, 2015. Mr. I&tyjoins the Company after
serving as Vice President — Finance and Treasufearaily Dollar Stores, Inc. a value retailer. Adriily Dollar, Mr. Styka served as
Vice President — Finance and Treasurer since 2pdH4, Vice President — Finance from March 2011 poil2014, and Divisional Vice
President — Tax and Inventory from July 2008 to &ha2011.

Iltem 1A. Risk Factors

Forward-Looking Statements

Certain statements made in this Form 10-K thatatestatements of historical or current facts amvérd-looking statements within
the meaning of the Private Securities LitigatiorfdRe Act of 1995. Forward-looking statements in@utie cautionary statements and
risk factors set forth below as well as other stegets made in this Form 10-K that may involve knoamd unknown risks,
uncertainties and other factors that may causecwral results, performance or achievements to dtenmlly different from historical
results or from any future results or projectiorpressed or implied by such forward-looking statetse
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In addition to the statements set forth below #natlicitly describe risks and uncertainties to whimur business and our financial
condition and results of operations are subjecidees are urged to consider statements in futupiditional tenses or that include
terms such as “believes,” “belief,” “expects,” “@émds,” “anticipates” or “plans” that appear in tfisrm 10-K to be uncertain and
forward-looking. Forward-looking statements maylile comments as to our beliefs , expectationspaogctions as to future events
and trends affecting our business. Forward-loolkstatements are based upon our beliefs, assumpaindscurrent expectations
concerning future events and trends, using infomaturrently available to us, and are necessatilyject to uncertainties, many of
which are outside our control. We assume no obtigatand do not intend, to update these forwarditap statements, except as
required by applicable law. The factors stated unide heading “Cautionary Statements and Risk Fslteet forth below, as well as
other factors, could cause actual results to diffaterially from those reflected or predicted indard-looking statements.

If one or more of these or other risks or uncetianmaterialize, or if our underlying assumpti@neve to be incorrect, actual results
may vary materially from those reflected in or sesfgd by forward-looking statements. Any forwardking statement that you read
in this Form 10-K reflects our current views withspect to future events and is subject to theseo#met risks, uncertainties and
assumptions relating to our operations, resultspafrations, financial condition, growth strategyl digquidity. All subsequent written
and oral forward-looking statements attributableisoor to individuals acting on our behalf are esgty qualified in their entirety by
this discussion. You should specifically considee factors identified in this Form 10-K, which wdutause actual results to differ
from those referred to in forward-looking statensent

Cautionary Statements and Risk Factors

The risks and uncertainties described below argheobnly risks and uncertainties that we face. ifdighl risks and uncertainties not
currently known to us or that we currently deem toobe material also may impair our business ojmerat, results of operations and
financial condition . If any of the risks describbdlow or if any other risks and uncertainties aatrently known to us or that we
currently deem not to be material actually occuyraur business, results of operations and finarialdition could be materially
adversely affected . In that e vent, the tradiriggpof our common stock could decline, and you ddos$e all or part of your investment
in our common stock .

The risks discussed below also include forwambking statements that are intended to providecourent expectations with regard to
those risks. There can be no assurance that orant@xpectations will be met , and our actual ltesuay differ substantiall y from the
expectations expressed in these forwdabking statements.

We have made, and expect to continue to make, steggic acquisitions that may involve significant risk and uncertainties. We
may not realize the anticipated benefits of past ofuture acquisitions and integration of these acquitions may disrupt our
business and divert management.

We completed ten acquisitions in 2014. We algenid to continue to evaluate acquisition opportesitn the future in an effort to
expand our business and enhance stockholder vatggis i t i ons involve certain risks and uncentgss including :

« Difficulty in integrating newly acquired businessasd operations in an efficient and ceffective manner, which m
also impact our ability to realize the potentiahégts associated with the acquisitic

« The risk that significant unanticipated costs dreotproblems associated with integration may beemtered;
« The challenges in achieving strategic objectivest savings and other anticipated benefits;

« The risk that our marketplaces do not evolve akipated and that the technologies acquirechdbprove to be tho
needed to be successful in the marketplaces thatwe;

« The risk that we assume significant liabilitiesttbaceed the limitations of any applicable inderneaifion provisions o
the financial resources of any indemnifying pa

« The inability to maintain a relationship with kewyistomers, vendors and other business partners eofatiguire
businesses

« The difficulty in maintaining controls, procedurasd policies during the transition and integration;

14



« The potential loss of key employees of the acquinesinesses;
e The risk of diverting management attention from existing operations;

« Difficulties in coordinating geographically dispégaorganizations and corporate cultures and integrananageme
personnel with different business backgroui

« The potential failure of the due diligence processdentify significant problems, liabilities or her challenges of i
acquired company or technolo¢

« The risk that we incur significant costs associaté&ti such acquisition activity that may negativétypact our operatir
results before the benefits of such acquisitioesr@alized, if at all

« The risk of incurring significant exit costs if ghacts or services are unsuccessful;

« The entry into marketplaces where we have no oitduindirect prior experience and where competittage stronge
marketplace position:

« The exposure to litigation or other claims in cocti@ with our assuming claims or litigation riskem terminate
employees, customers, former shareholders or ttherparties; an

« The risk that historical financial information magt be representative or indicative of our resast® combined compat

We have experienced rapid and signi ficant growtbur operations, both organically and from acdjeiss , and we intend to continue
to grow. The adaptation of our infrastructure to growth will require, among other things, contiduwevelopment of our financial and
management controls and management informatiorersgstmanagement of our sales channel, continueitalcagpenditures, the
ability to attract and retain qualified managemgetsonnel and the training of new personnel. Waatbe sure that our infrastructure,
systems, procedures, business processes and mahagatrols will be adequate to support the sigaifit growth in our operations.
Any delays in, or problems associated with, impletimg, or transitioning to, new or enhanced systepnscedures, or controls to
accommodate and support the requirements of ouindms and operations and to effectively and effitye integrate acquired
operations may adversely affect our ability to meastomer requirements, manage our product inventmd record and report
financial and management information on a timelgt ancurate basis. These potential negative eftentkl prevent us from realizing
the benefits of an acquisition transaction or otireth opportunity. In that event, our competitp@sition, revenues, revenue growth,
results of operations and liquidity could be adebraffected, which could, in turn, adversely affear share price and shareholder
value.

We face significant competition in many aspects afur business, which could cause our revenue and @g® profit margins to
decline. Competition could also cause us to redusales prices or to incur additional marketing or pioduction costs, which could
result in decreased revenue, increased costs andlteed margins.

We compete for customers with a wide variety ofdueers of equipment and software for models, pypts, other three-dimensional
objects and end-use parts as well as producersirdf rpaterials and services for this equipment. 8ahour existing and potential

competitors are researching, designing, developiml) marketing other types of competitive equipneerd software, print materials

and services. Certain of these competitors may Fimaacial, marketing, manufacturing, distributiand other resources substantially
greater than ours .

We also expect that future competition may arisenfthe development of allied or related technidoegquipment and print materials

that are not encompassed by our patents, fromsghuance of patents to other companies that maliirdur ability to develop certain
products, and from improvements to existing priatenials and equipment technologies.
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Some of our patents have recently expired and stwél expire in coming years. Upon expiration bbse patents, our competitors
may introduce products using the technology preshioprotected by the expired patents, which proslmecay have lower prices than
those of our products. To compete, we may neeeédaae our pr ices for those products, which ¢ aaldersely affect our revenues,
margins and profitability. Additionally, the expiian of our patents could reduce barriers to ety additive manufacturing, which
could result in the reduction of our sales and iegmpotential. If competitors using technologyvioessly protected by our expired
patents were to introduce products of inferior dguabur potential customers may view the technglaggatively, which would have
an adverse effect on our image and reputation ar@ioability to compete with systems using othda aive fabrication technologies.

We intend to continue to follow a strategy of coothg product development to enhance our positiothé extent practicable. We
cannot assure you that we will be able to maintaincurrent position in the field or continue tanguete successfully against current
and future sources of competition. If we do notgkpace with technological change and introduce peducts, we may lose revenue
and demand for our products. We also incur sigaificcosts associated with the investment in oudyrbdevelopment in furtherance
of our strategy that may not result in increasedmee or demand for our products and which coulghtieely affect our operating
results.

We believe that our future success may depend on oability to deliver products that meet changing tehnology and customer
needs.

Our business may be affected by rapid technologicahge, changes in user and customer requirerardtpreferences, frequent new
product and service introductions embodying nevarietogies and the emergence of new standards autiqas, any of which could
render our existing products and proprietary te@mo obsolete. Accordingly, our ongoing researcl development programs are
intended to enable us to maintain technologicaldeship. We believe that to remain competitive westrcontinually enhance and
improve the functionality and features of our proguservices and technologies. However, theregigkahat we may not be able to:

« Develop or obtain leading technologies useful inlmusiness;
« Enhance our existing products;

. Develop new products, services and technologie$s dldaress the increasingly sophisticated and vanedds c
prospective customers, particularly in the aregrfiter speeds ad print materials functionality, and the develog
consumer marke

« Respond to technological advances and emergingindstandards and practices on a cost-effectidgiarely basis; or
« Recruit or retain key technology employees.

Our balance sheet contains several categories otamgible assets totaling $ 841.1 million at Decemb81, 201 4 that we could be
required to write off or write down in the event of the impairment of certain of those assets arisinfom any deterioration in
our future performance or other circumstances. Suclwrite-offs or write-downs could adversely impact ar future earnings and
stock price, and our ability to obtain financing .

At December 31, 20 14 , we had $ 589.5 million aodwill capitalized on our balance sheet. AccountBtandards Codification
(*ASC”) 350, “Intangibles — Goodwill and Other réquires that goodwill and some long-lived intamegbbe tested for impairment at
least annually. In addition, goodwill and intangitessets are tested for impairment at other tirmesreumstances warrant, and such
testing could result in write-downs of some of geodwill and long-lived intangibles. Impairment is measured as theess of the
carrying value of the goodwill or intangible asseer the fair value of the underlying asset. A Kegtor in determining whether
impairment has occurred is the relationship betwaenmarket capitalization and our book value. Adawgly, we may, from time to
time, incur impairment charges, which are recoraedperating expenses when they are incurred antiweduce our net income and
adversely affect our operating results in the gkiowhich they are incurred.

As of December 31, 20 14 , we had $ 251.6 millibotber intangible assets, net, consisting of I patents, and other intangibles
that we amortize over time. Any material impairmenany of these items would result in a non-cdsdrge and w ould not impact our
cash position or cash flows, but such a chargedcadVersely affect our results of operations andkstolders’ equity and could affect
the trading price of our common stock in the peiiodhich they are incurred .
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As discussed below, we completed several businagsisitions during 2014, 2013 and 2012. The majooit the acquisitions have
resulted in our recording additional goodwill onr @onsolidated balance sheet. This goodwill tyfpycatises because the purchase
price for these businesses reflects a number abradncluding the future earnings and cash floweptal of these businesses, the
multiples to earnings, cash flow and other facteugh as prices at which similar businesses hage perchased by other acquirers, the
competitive nature of the process by which we aeguthe business, and the complementary stratégiad resulting synergies these
businesses bring to existing operations.

For additional information, see Notes 6 and 7 sn@wonsolidated Financial Statements and “ManageémBigcussion and Analysis of
Financial Condition and Results of Operations—€aitiAccounting Policies and Significant Estimatesee@will and other intangible
and long-lived assets.”

Global economic, political and social conditions maharm our ability to do busine ss, increase our ®is and negatively affect
our stock price.

We are subject to global economic, political andialoconditions that may cause customers to defayduce technology purchases
due to economic downturns, volatility in fuel anther energy costs, difficulties in the financiahgees sector and credit markets,
geopolitical uncertainties and other macroecondiaitor s affecting spending behavior. W e facesrilat may arise from financial

difficulties experience d by our suppliers, ressller customers, including:

e The risk that customers or resellers to whom we @@l products and services may face financialidiffies or ma
become insolvent, which could lead to our inabilibyobtain payment of accounts receivable thatehmsstomers
resellers may owe

e The risk that key suppliers of raw materials, firdd products or components used in the productsaiaell may fac
financial difficulties or may become insolvent, whicould lead to disruption in the supply of pristeprintmaterials ¢
spare parts to our customers; i

« The inability of customers, including resellerspgliers and contract manufacturers to obtain crigaincing to financ
purchases of our products and raw materials usbkditd those produci.

We may incur substantial costs enforcing or acquing intellectual property rights and defending agaist third party claims as
a result of litigation or other proceedings.

In connection with the enforcement of our own ileetual property rights, the acquisition of thirdrty intellectual property rights or

disputes related to the validity or alleged infengent of third party intellectual property righitscluding patent rights, we have been,
are currently and may in the future be subjectdorts, negotiations or complex, protracted litigati Intellectual property disputes and
litigation may be costly and can be disruptive to business operations by diverting attention amergies of management and key
technical personnel, and by increasin g our cost®img business. Although we have successfullgééd or resolved past litigation
and disputes, we may not prevail in any ongoinfuture litigation and disputes.

Third - party intellectual property claims asserégghinst us could subject us to significant lidiesi, require us to enter into royalty and
licensing arrangements on unfavorable terms, ptev&ifrom assembling or licensing certain of owdurts, subject us to injunctions
restricting our sale of products, cause severeaipiigms to our operations or the marketplaces iiciwlwe compete, or require us to
satisfy indemnification commitments with our cusem including contractual provisions under varidigense arrangements. In
addition we may incur significant costs in acquirthe necessary third-party intellectual propeigits for use in our products. Any of
these could seriously harm our business.

We may not be able to protect our intellectual proprty rights and confidential information, including our digital content, from
third-party infringers or unauthorized copying, use or disclosure.

Although we defend our intellectual property riglatsd endeavor to combat unlicensed copying andofiseir digital content and

intellectual property rights through a variety ethniques, preventing unauthorized use or infrirggnof our rights is inherently
difficult. If our intellectual property becomes gett to piracy attacks, they may harm our business.
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Additionally, we endeavor to protect the secrecyoaf digital content, confidential information atdde secrets. If unauthorized
disclosure of our trade secrets occurs , we cootdrtially lose trade secret protection. The Idssaale secret protection could make it
easier for third parties to compete with our prdadumy copying previously confidential features ,iethcould adversely affect our

revenue and operating margins. We also seek tegrour confidential information and trade secteteugh the use of non-disclosure
agreements. However there is a risk that our cenfidl information and trade secrets may be digdosr published without our

authorization, and in these situations it may Bfcdit and/or costly for us to enforce our rights.

If we cease to generate net cash flow from operatie and if we are unable to raise additional capitalour financial condition ¢
ould be adversely affect ed and we may not be aliie execute our growth strategy.

We cannot assure you that we will continue to gateecash from operations or other potential soutwésnd future working capital
needs and meet capital expenditure requirements.

If we are unable to generate such cash flow, we beagsequired to adopt one or more alternativesh suscselling assets, restructuring
or incurring additional debt or obtaining additibeguity capital on terms that may be onerous ghlyi dilutive. Our ability to obtain
additional capital or refinance any indebtednedkdepend on, among other things, the capital ntarkaur financial condition at such
time and the terms and conditions of any such fimanor indebtedness. We may not be able to engragay of these activities or
engage in these activities on desirable terms, wiaaild result in a default on our debt obligations

During 2014 we carried out one capital markets daation and received $299.7 million of net procedlle also entered into a

revolving, unsecured credit facility with PNC BariKational Association, as Administrative Agent, ateftain other lenders party

thereto during 2014 . The Credit Agreement cosgwia revolving loan facility that provides for adees in the initial aggregate
principal amount of up to $150.0 million. From tiffeetime we may seek access to additional extesnafces of capital to fund

working capital needs, capital expenditures, adtijoniss, and for other general corporate purpos@svéver, we cannot assure you that
capital would be available from external sourceshsas bank credit facilities, debt or equity finggs or other potential sources to
fund any of those future needs .

If our ability to generate cash flow from operasoand our existing cash becomes inadequate to owreteeds, our options for
addressing such capital constraints include, bainat limited to, (i) obtaining additional debtdimcing or increasing the limit on our
current revolving credit facility, (ii) accessiniget public capital markets, or (iii) delaying centaif our existing development projects. If
it became necessary to obtain additional debt &imanit is likely that such alternatives in the @nt market environment would be on
less favorable terms than we have historically ioletd, which could have an adverse impact on ousalated financial position,
results of operations or cash flows .

The lack of additional capital resulting from amability to generate cash flow from operations @rraise equity or debt financing
could force us to substantially curtail or ceaserapons and would, therefore, have an adverseteffie our business and financial
condition. Furthermore, we cannot assure you thatreecessary funds, if available, would be avadain attractive terms or that they
would not have a significantly dilutive effect ooraexisting stockholders. If our financial conditisvorsens and we become unable to
attract additional equity or debt financing or eritéo other strategic transactions, we could bexzansolvent or be forced to declare
bankruptcy and we would not be able to executegoowvth strategy .

The variety of products that we sell could cause gificant quarterly fluctuations in our gross profit margins, and those
fluctuations in margins could cause fluctuations iroperating income or loss and net income or loss.

We continuously work to expand and improve our prid, materials and services offerings, the nurobgeographic areas in which
we operate and the distribution channels we ugedoh various target product applications and caste. This variety of products,
applications and channels involves a range of gposBt margins that can cause substantial quarféwttuations in gross profit and
gross profit margins depending upon the mix of pmidshipments from quarter to quarter. Additionallye introduction of new

products or services may further heighten quartdulstuations in gross profit and gross profit masgdue to manuf acturing ramp-up
and start-up costs. We may experience significaartgrly fluctuations in gross profit margins oreogting income or loss due to the
impact of the mix of products, channels or geogi@pheas in which we sell our products from petiogberiod. In some quarters, it is
possible that our financial performance could blewexpectations of analysts and investors. Iftse,price of our common stock may
be volatile or decline and o ur cost of capital nrayease .
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We derive a significant portion of our revenue frombusiness conducted outside the U.S and are subjeotthe risks of doing
business outside the U.S .

For the year ended 2014, 49.1% of our consolileggenue is derived from customers in countridside the U.S. There are many
risks inherent in business activities outside th8.that, unless managed properly, may adversédgtadur profitability, including our
ability to collect amounts due from customers. Whihost of o ur operations outside the U.S. are wcted in highly developed
countries, they could be adversely affected by:

« Unexpected changes in laws, regulations and peliafenony.S. governments relating to investments and opaigta
well as U.S. laws affecting the activities of UcBmpanies abrog;

« Changes in regulatory requirements, including etxpontrols, tariffs and embargoes, othrade restrictions, competitic
corporate practices and data privacy conc;

« Political policies, political or civil unrest, temism or epidemics and other similar outbreaks ;
« Fluctuations in currency exchange rates;

« Seasonal reductions in business activity in cefqaits of the world, particularly during the summmeonths in Europanc
extended holiday periods in various parts of thela;

- Limited protection for the enforcement of contrant intellectual property rights in some countries;

- Potentially longer sales cycles and payment cycles;

« Transportation delays;

- Difficulties in staffing and managing foreign opgoas;

« Operating in countries with a higher incidence afraption and fraudulent business practices;

« Potentially adverse changes in t axation ; and

« O ther factors, depending upon the specific couimtmyhich we conduct business.
These uncertainties may make it difficult for ugdawur customers to accurately plan future busirsesivities and may lead our
customers in certain countries to delay purchasesioproducts and services. More generally, thrgesgpolitical, social and economic
conditions could result in increased volatilityglobal financial markets and economies.
The consequences of terrorism or armed confliotswenpredictable, and we may not be able to foreseats that could have an
adverse effect on our market opportunities or aigifess. We are uninsured for losses and inteonpttaused by terrorism, acts of
war and similar events.
While the geographic areas outside the U.S. in kwinie operate are generally not considered to blehhigflationary, our foreign
operations are sensitive to fluctuations in curyeexchange rates arising from, among other thinggain intercompany transactions
that are generally denominated, for example, in ddars rather than their respective functionarencies.
Moreover, our operations are exposed to marketfrisk changes in interest rates and foreign cuyrexchange rates and commodity
prices, which may adversely affect our results péroations and financial condition. We seek to mime these risks through regular

operating and financing activities and, when wesader it to be appropriate, through the use ofvéddirie financial instruments. We do
not purchase, hold or sell derivative financiatinsents for trading or speculative purposes.
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We depend on our supply chain for components and buassemblies used in our 3D printers and other pducts and for raw
materials used in our print materials. If these rehtionships were to terminate or be disrupted , oubusiness could be disrupted
while we locate d alternative supplier s and our gpenses may increase.

W e have outsourced the assembly of certain opdaters to third party suppliers, we purchasmponents and sub-assemblies for
our printers from third party suppliers, and weghase raw materials that are used in our prirterizds , as well as certain of those
print materials, from third party suppliers.

While there are several potential suppliers ofdbmponents, parts and sub - assemblies for oumuptedwe currently choose to use
only one or a limited number of suppliers for sedvesf these components, including our lasers, pmaterials and certain jetting
components. Our reliance on a single or limitachber of suppliers involves many risks including:

« Potential shortages of some key components;

- Disruptions in the operations of these suppliers;

« Product performance shortfalls; and

« Reduced control over delivery schedules, assendgwlalities, quality and costs.

While we believe that we can obtain all the compasenecessary for our products from other manufacdy we require any new

supplier to become “qualified” pursuant to our med procedures, which could involve evaluationgasses of varying duration s . We
generally have our printers and other productsmalsksl based on our internal forecasts and the gugfplaw materials, assemblies,
components and finished goods from third partidsickvare subject to various lead times . In adijtat any time, certain suppliers
may decide to discontinue production of an assentgagnponent or raw material that we use. Any ucipaied change in the source s
of our supplies, or unanticipated supply limitagpoould increase production or related costs andequently reduce margins.

If our forecasts exceed actual orders, we may lalge inventories of slow-moving or unusable pantkich could have an adverse
effect on our cash flow, profitability and resutfSoperations . Inversely, we may lose orders iffowecast is low and we are unable to
meet demand.

We have engaged selected design and manufactuwinganies to assemble certain of our productiontgnsn. In carrying out these
outsourcing activities, we face a number of risksluding:

« The risk that the parties that we retain to perfassembly activities may not perform in a satigfactanner;
« The risk of disruption in the supply of printersather products to our customers if such thirdipareither fail to perfor
in a satisfactory manner or are unable to supplwitls the quantity of printers or other productatthre needed to mi

then current customer dema; and

« The risk of insolvency of these suppliers, as waslithe riskghat we face, as discussed above, in dealing withited
number of suppliers
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Our operations could suffer if we are unable to attact and retain key management or other key employes.

Our success depends upon the continued servicgenfidrmance of our senior management and otherpleegonnel. Our senior

executive team is critical to the management oflmuginess and operations, as well as to the dewelopof our strategy. The loss of
the services of one or more members of our semiecigive team could delay or prevent the succegsiplementation of our growth

strategy, or our commercialization of new applioas for our systems or other products, or coul@émtise adversely affect our ability
to manage our company effectively and carry outlginess plan. Members of our senior managemant teay resign at any time.
High demand exists for senior management and dtbgrpersonnel (including scientific, technical asales personnel) in the 3D
printing industry, and there can be no assuranaevile will be able to retain such personnel. Weeelgnce intense competition for
qualified personnel. While we intend to continueptovide competitive compensation packages toctad retain key personnel,
some of our competitors for these employees haeatgr resources and more experience, making iculifffor us to compete

successfully for key personnel. If we cannot attrand retain sufficiently qualified technical emyées for our research and
development and manufacturing operations, we maynbéle to achieve the synergies expected from eng@nd acquisitions that we
may effect from time to time, or to develop and coencialize new products or new applications forsgmg products. Furthermore,
possible shortages of key personnel, including rezegis, in the regions surrounding our facilitiealdaequire us to pay more to hire
and retain key personnel, thereby increasing osiisco

Ourproducts and services may gxerience quality problems fom time to time that can
result in decreased sales and operatingamgin and harm to ourreputaton.

We sell comple x hardwar e an d softwar e produntaerials an d service s tha t ca n contai ngdesin d manufacturin g defects .
Sophisticate d softwar e an d applications , s $1thos e sol d b y us , may contai n “bugsa”ttba n unexpected! y interfer e wit h
th e software’ s intende d operation . Defectasymals o0 occu r i n component s an d prodwee $urchase fro m thir d parties .
Therecan be noassuranc e we wil| b e@abb detect and fi x al | defect s i n thaedware , softwar e, materials an d service
s we sell . Failur e to d o s o coul d resulnt los t revenue , significan t warrant y an tieot expense s an d har m t o our
reputation .

We may be subject to product liability claims, whid could result in material expense, diversion of nmagement time and
attention and damage to our business reputation.

Products as complex as those we offer may contadetected defects or errors when first introducedsoenhancements are released
that, despite testing, are not discovered untérafbe product has been installed and used by mesto This could result in lost
revenue, delayed market place acceptance of tlaugroclaims from customers or others, damage toreputation and business or
significant costs to correct the defect or error.

We attempt to include provisions in our agreemeavite customers that are designed to limit our exjpego potential liability for
damages arising from defects or errors in our peteduHowever, the nature and extent of these ltioita vary from customer to
customer . Their effect is subject to a varietyegfal limitations and it is possible that theseitations may not be effective as a result
of unfavorable judicial decisions or laws enactethie future.

The sale and support of our products entails teke of product liability claims. Any product lialiyi claim brought against us,
regardless of its merit, could result in materigbense, diversion of management time and attentiamage to our business reputation
and failure to retain existing customers or toagtnew customers.

We face risks in connection with changes in energglated expenses.

We and our suppliers depend on various energy ptedn processes used to produce our products.r&lneve acquire products at
market prices and do not use financial instrumantedge energy prices. As a result, we are exptosethrket risks related to changes
in energy prices. In addition, many of the custsnand industries to whom we market our products serdices are directly or
indirectly dependent upon the cost and availabdftgnergy resources.

Our business and profitability may be adverselgettd to the extent that our or our customers’gneglated expenses increase, both

as a result of higher costs of producing, and piatéylower profit margins in selling, our prodgcand services and because increased
energy costs may cause our customers to delayoceepurchases of our products and services.
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We rely on our management information systems forriventory management, distribution, and other key functions. If our
information systems fail to adequately perform thes functions, or if we experience an interruption intheir operation, our
business and operating results could be adverseljfected.

The efficient operation of our business is depehdarour management information systems. We relpanmanagement information
systems: to, among other things, effectively marageaccounting and financial functions, includimgintaining our internal controls;
to manage our manufacturing and supply chain peesgsand to maintain our research and developneat dhe failure of our
management information systems to perform propedyld disrupt our business and product developmehich may result in
decreased sales, increased overhead costs, excebsatete inventory, and product shortages, cgusim business and operating
results to suffer. Although we take steps to seocuremanagement information systems, includingammputer systems, intranet and
Internet sites, email and other telecommunicatams data networks, the security measures we hgplennented may not be effective
and our systems may be vulnerable to theft, loamadie and interruption from a number of potentizirses and events, including
unauthorized access or security breaches, naturahn-made disasters, cyber-attacks, computeresfysower loss, or other disruptive
events. Our reputation and financial condition dolé adversely affected if, as a result of a sigaift cyber event or otherwise, our
operations are disrupted or shut down; our confidkrproprietary information is stolen or discldseve incur costs or are required to
pay fines in connection with stolen customer, em@én or other confidential information; we must idate significant resources to
system repairs or increase cyber security protectiowe otherwise incur significant litigation other costs.

Our common stock price has been and may continue tme volatile.

The market price of our common stock has experi@naed may continue to experience, considerablatilitl. Between January 1,
201 3 and December 31, 201 4, after giving ¢ffeche three-for-two stock split in the natureao650% stock dividend that we
distributed in February 2013, the trading priceoaf common stock has ranged from a low of $ 28088 share to a high of $ 96.42
per share.

Numerous factors could have a significant effectt@nprice of our common stock, including thosecdbgd or referred to in this “Risk
Factors” section of this Form 10-K, as well as, amother things:

« O ur perceived value in the securities markets ;
o O verall trends in the stock market;
« A nnouncements of fluctuations in our operatingifssor the operating results of one or more of@ampetitors;

« T he impact of changes in our results of operations financial condition or our prospectsar how we are perceived
the securities market

o Future sales of our common stock or other secar{tiecluding any shares issued in connection wéttm-eut obligation
for any past or future acquisitio;

« M arket conditions for providers of products andvgees such as ours;

« C hanges in recommendations or earnings estimgteedurities analysts; and

« A nnouncements of acquisitions by us or one ofoampetitors.
The number of shares of common stock issuable insgock offering , the issuance of restricted stocawards or the issuance of
shares in connection with certain acquisitions orhe conversion of the notes could dilute the ownergh interest of existing

stockholders and may affect the market price for oucommon stock.

We may issue additional securities , from timeiitwet, as necessary to provide flexibility to execatr growth strategy . We rais ed
net proceeds of approximately $ 299.7 million a@2.1 million through issuances of common stocRdh4 and 2013, respectively .

Our Certificate of Incorporation, as amended, atiles our issuance of up to a total 220.0 millibares of common stock, of which
112.2 million shares have been issued or are otkersurrently reserved for issuance. Future issemoould have the effect of diluting
our earnings per share as well as our existingkbtiiders’ individual ownership percentages and @ded to volatility in our common
stock price.
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Additionally, subject to the limitations of our @iicate of Incorporation and applicable law, wee arot restricted from issuing
additional common stock, including securities theg convertible into or exchangeable for, or tlegiresent the right to re ceive,
common stock. The issuance of additional sharesiotommon stock in connection with future acqigsi$ or other issuances of our
common stock or convertible securities, includingstanding options, may dilute the ownership irgeof our common stockholders.
Sales of a substantial number of shares of our acamstock or other equity-related securities in plblic market could depress the
market price of our common stock and impair outitgttio raise capital through the sale of additibequity or equity-linked securities.
We cannot predict the effect that future saleswfapmmon stock or other equity-related securitiesld have on the market price of
our common stock.

Our business involves the use of hazardous materg&aland we must comply with environmental, health ash safety laws and
regulations, which can be expensive and restrict lowe do business.

Our business involves the blending, controlledaier use and disposal of hazardous materials. \Weansuppliers are subject to
federal, state and local as well as foreign lawd rgulations governing the use, manufacture, ggrahandling and disposal of these
hazardous materials. Although we believe that #fetg procedures utilized by us for handling argpdsing of these materials comply
with the standards prescribed by these laws andlatigns, we cannot eliminate the risk of accideotaatamination or injury from
these materials. In the event of an accident, statkeral or foreign authorities may curtail thee g these materials and interrupt our
business operations. If we are subject to anylifglas a result of activities involving hazardomsiterials, our business and financial
condition may be adversely affected and our refmrtahay be harmed.

Regulations related to conflict-free minerals may ause us to incur additional expenses and may creathallenges with our
customers.

The Dodd-Frank Wall Street Reform and ConsumereRtmn Act contains provisions to improve transpayeand accountability
regarding the use of “conflict” minerals mined frahe Democratic Republic of Congo (the “DRC") amtjoining countries. The SEC
has established annual disclosure and reportingiregents for those companies who use “conflicthenals sourced from the DRC
and adjoining countri es in their products. Thes=guirements could adversely affect the sourcingplsuand pricing of materials used
in our products. As there may be only a limited bemof suppliers offering conflict-free mineralse wannot ensure that we will be
able to obtain these conflict-free minerals in sight quantities or at competitive p rices. Coraptie with these requirements may also
increase our costs, including costs that may bariad in conducting due diligence procedures temigine the sources of certain
minerals used in our products and other potenti@nges to products, processes or sources of s@sply consequence of such
verification activities. In addition, we may fackadlenges with our customers if we are unable féicsently verify the origins of the
minerals used in our products.

Our Board of Directors is authorized to issue up td million shares of preferred stock.

The Board of Directors is authorized to issue up tillion shares of preferred stock, none of whiglkurrently issued or outstanding.
The Board of Directors is authorized to issue trstses of preferred stock in one or more classssrees without further action of the
stockholders and in that regard to determine theeigrice, rights, preferences and privileges gfsarch class or series of preferred
stock generally without any further vote or actlmnthe stockholders. The rights of the holdersrof autstanding series of preferred
stock may adversely a ffect the rights of holdérsaanmon stock .

Our ability to issue preferred stock gives us télitly concerning possible acquisitions and finangs, but it could make it more
difficult for a third party to acquire a majorityf our outstanding common stock . In addition, angf@rred stock that is issued may
have other rights, including dividend rights, lidation preferences and other economic rights, sdnithe common stock , which
could have a n adverse effect on the market vafloeir common stock .

Certain provisions of Delaware law contain anti-taleover provisions that may make it more difficult toeffect a change in our
control.

Certain provisions of the Delaware General Corponataw could delay or prevent an acquisition oamfe in control and the
replacement of our incumbent directors and managgnegen if doing so might be beneficial to ourcktwolders by providing them
with the opportunity to sell their shares , possidi a premium over the then mar ket price of ammmon stock. One of these Delaware
laws prohibits us from engaging in a business coatimn with any interested stockholder (as defimethe statute) for a period of
three years from the date that the person becarreearsted stockholder, unless certain conditamesmet .
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Changes in, or interpretation of , tax rules and egulations may impact our effective tax rate and fure profitability.

We are a U.S. based, multinational company sulbjetex ation in multiple U.S. and foreign tax juigtions. Our future effective tax
rates could be adversely affected by changes fotstg tax rates or interpretation of tax rules aedulations in jurisdictions in which
we do business, changes in the amount of revenearoings in the countries with varying statutcay tates, or by changes in the
valuation of deferred tax assets and liabilities.

In addition, we are subject to audits and examamatiof previously filed income tax returns by théernal Revenue Service (“IRS ”)
and other domestic and foreign tax authorities.régrilarly assess the potential impact of such exatioins to determine the adequacy
of our provision for income taxes and have resefeegotential adjustments that we expect may tdsoiin the current exami nations.
We believe such estimates to be reasonable; hoywnese is no assurance that the final determinaifany examination will not have
an adverse effect on our operating results anadiahposition.

We are subject to U.S. and other anti-corruption lavs, trade controls, economic sanctions, and simildaws and regulations. Our
failure to comply with these laws and regulations auld subject us to civil, criminal and administrative penalties and harm our
reputation.

Doing business on a worldwide basis requires ustoply with the laws and regulations of the U.Svayaoment and various foreign

jurisdictions. These laws and regulations plac&ict®ns on our operations, trade practices, magm@nd investments. In particular, our
operations are subject to U.S. and foreign antiugiion and trade control laws and regulationshsag the Foreign Corrupt Practices
Act (“FCPA”) and United Kingdom Bribery Act (the ‘fibery Act”), export controls and economic sanctigmograms, including those

administered by the U.S. Treasury Department’sc®ffaf Foreign Assets Control (“OFAC”), the StatepBement's Directorate of

Defense Trade Controls (“DDTC"), and the Bureaunafustry and Security (“BIS”). As a result of doibgsiness in foreign countries

and with foreign customers, we are exposed to ghitemed risk of violating anti-corruption and tradentrol laws and sanctions

regulations.

As part of our business, we may deal with stateespusiness enterprises, the employees of whicbhcargidered foreign officials for
purposes of the FCPA’s prohibition on providing #myg of value to foreign officials for the purpssef obtaining or retaining
business or securing any improper business adwaniagddition, the provisions of the Bribery Aextend beyond bribery of foreign
public officials and also apply to transactionshwitdividuals that a government does not employn&of the international locations in
which we operate lack a developed legal systemhaneé higher than normal levels of corruption. Camtihued expansion outside the
U.S., including in developing countries, and ouvelepment of new partnerships and joint venturati@hships worldwide, could
increase the risk of FCPA, OFAC or Bribery Act waitibns in the future.

As an exporter, we must comply with various lawd aggulations relating to the export of productd gethnology from the U.S. and
other countries having jurisdiction over our opienas. In the U.S., these laws include the Inteometi Traffic in Arms Regulations

(“ITAR”) administered by the DDTC, the Export Adnigtration Regulations (“EAR”) administered by théSBand trade sanctions
against embargoed countries and destinations ast@iad by OFAC. The EAR governs products, parthirtelogy and software which

present military or weapons proliferation concesw,called “dual use” items, and ITAR governs railit items listed on the United

States Munitions List. Prior to shipping certaienits, we must obtain an export license or verify lisense exemptions are available.
Any failures to comply with these laws and regwasi could result in fines, adverse publicity anstrietions on our ability to export

our products, and repeat failures could carry nsayeificant penalties.

Violations of anti-corruption and trade control and sanctions regulations are punishable by périklties, including fines, denial of
export privileges, injunctions, asset seizuresad®lent from government contracts and revocationedgirictions of licenses, as well as
criminal fines and imprisonment. We have estabtispelicies and procedures designed to assist ompliance with applicable
U.S. and international anti-corruption and tradetod laws and regulations, including the FCPA, Brébery Act and trade controls
and sanctions programs administered by OFAC, th@ ©®Rand BIS, and have trained our employees to cpmjth these laws and
regulations. However, there can be no assurantelihaf our employees, consultants, agents orradlssociated persons will not take
actions in violation of our policies and these laamgl regulations, and that our policies and proesiwill effectively prevent us from
violating these regulations in every transactiomhich we may engage or provide a defense to daged violation. In particular, we
may be held liable for the actions that our joiehture partners take inside or outside of the dn8tates, even though our partners
may not be subject to these laws. Such a violagwen if our policies prohibit it, could have anvatse effect on our reputation,
business, financial condition and results of openst In addition, various state and municipal goweents, universities and other
investors maintain prohibitions or restrictions ionestments in companies that do business withtgered countries, persons and
entities, which could adversely affect our repatatibusiness, financial condition and results arapions.
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Iltem 1B. Unresolved Staff Comments

None.

Iltem 2. Properties

We occupy an 80,000 square foot headquarters angs@nd development and manufacturing facilitRivck Hill, South Carolina ,
which we lease pursuant to a lease agreement \eihRock Hill , LP. After its initial term ending Auist 31, 2021, the lease provides
us with the option to renew the lease for two adddl five-year terms as well as the right to causg Rock Hill, LP , subject to
certain terms and conditions, to expand the le@senhises during the term of the lease, in whicle ¢he term of the lease would be
extended. The lease is a triple net lease and geevior the payment of base rent of approximatély $nillion annually from 201 4
through 2020, with a rent escalation in 2@hugh 2021 . Under the terms of the lease, weoaligated to pay all taxes,
insurance, utilities and other operating costs wétspect to the leased premises . Pursuant tethestof the lease, we exercised the
right to purchase the undeveloped land surrountfiadeased premises in March 2 011 . We purchdsid tl1-acre parcel contiguous
to our Rock Hill facility for future expansion amdditional facility capacity to continue to expanehouse manufacturing activities for
printers and print materials.

In addition, we own our Lawrenceburg, Tennesseduymtion facility and lease various other facilititsoughout the world. The table
below summarizes those facilities greater thand®@guare feet per location .

Location Square Feel Primary Function
Rock Hill, South Carolin: 200,000 Production and warehou
Wilsonville, Oregor 79,900 Research and developme
Andover, Massachusel 57,600 Production and research and development and
Baja, Mexico 49,400 Quickparts service
Tulsa, Oklahomi 44,000 Quickparts service
Sao Paulo, Braz 37,000 Quickparts service
Lawrenceburg, Tenness 36,000 Quickparts service
Rock Hill, South Carolin: 33,700 Production and warehou
Riom, France 33,300 Production and research and development and
Turin, Italy 32,300 Quickparts service
Seoul, Kores 30,900 Research and development and s
Barberton, Ohic 30,500 Production and research and development and
Seattle, Washingto 29,400 Quickparts service
Leuven, Belgiun 28,400 Quickparts service
Herndon, Virginia 27,000 Production and research and development and
Burbank, Californie 23,000 Production and research and development and
Golden, Coloradt 22,400 Production and research and development and
High Wycombe, United Kingdor 22,300 Quickparts service
Cary, North Carolin: 21,800 Research and development and s
Le Mans, Franc 21,200 Quickparts service
Budel, Netherland 19,900 Quickparts service
Langhorne, Pennsylvan 18,800 Quickparts service
Airport City, Israel 16,600 Production and research and development and
Marly, Switzerlanc 15,300 Production and research and development and
Gahanna, Ohi 13,300 Quickparts service
Hemel Hempstead, United Kingdc 12,400 General and corpora
Valencia, Californie 11,000 Research and developme
Atlanta, Georgi¢ 10,900 Quickparts service

Item 3. Legal Proceedings

For information relating to legal proceedings, Blxte 22 to the Consolidated Financial Statementsagoed in Part Il, Item 8 of this
Annual Report on Form 10-K.
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Item 4. Mine Safety Disclosures

Not applicable .
PART Il

Iltem 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Isuer Purchases of Equity Securities

On May 26, 2011, we transferred the listing of @ommon Stock to the New York Stock Exchange (“NYPBHEhder the trading
symbol “DDD.” Prior to that, our Common Stock wastéd on The NASDAQ Global Market (“NASDAQ") andatted under the
symbol “TDSC.” The following table sets forth, ftre periods indicated, the range of high an d loiwegs of our c ommon s tock ,
$0.001 par value, as quoted on the NYSE, with ti€d@D . In addition, we completed a three-for-twtock split in the form of a 50%
stock dividend, effective February 15, 2013, wlikheflected in the prices in the table below.

Year Period High Low

2013 First Quartel $ 4653 $ 29.16
Second Quarte 50.22 30.75
Third Quartei 55.69 44.87
Fourth Quarte 92.93 49.46

2014 First Quartel $ 96.42 $ 56.81
Second Quarte 59.80 44.80
Third Quartei 63.46 46.37
Fourth Quarte 44.54 28.38

As of February 18, 201 5, our outstanding ¢ omrstwck was held by approximately 883ockholders of record . This figure does
not reflect the beneficial ownership of shares flielihe nominee name.

Dividends

We do not currently pay , and have not paid, didends on our common s tock, and we currentterid to retain any future
earnings for use in our business. Any future deitggition as to the declaration o f dividends on @emmon s tock will be made at the
discretion of the Board of Directors and will dedesn our earnings, operating and financial condjtitapital requirements and other
factors deemed relevant by the Board of Directorduding the applicable requirements of the Del@v&eneral Corporation Law,
which provides that dividends are payable onlyajfigurplus or current net profits.

The payment of dividends on our common stock may biictsd by the provisions of credit agreementstbeofinancing documents
that we may enter into or the terms of securitied e may issue from time to time. Currently sngh agreements or documents limit
our declaration of dividends or payments of dividgnother than our $150 million five-year revolvinmsecured credit facility with
PNC, which limits the amount of cash dividends thatmay pay in any one fiscal year to $30 .0 millio

Issuance of Unregistered Securities and Issuer Purases of Equity Securities

On February 18, 2014, as part of the considerdtiothe acquisition of the business and assetsigitdD PlaySpace, Inc. , we issued
0.03 million unregistered shares of 3D Systems @aton common stock to Digital Playspace, Inc hjoh represented to us that it
was an “Accredited Investor” as defined in RegolatD of the S ecurities Act of 1933, as amenda deliance on the private offering
exemptions contained in Section 4(2) of the Seiegrict of 1933, as amended, and on Regula tionomplgated thereunder. The fair
value of the consideration paid for this acquisifinet of cash acquired, was approximately $4 lbomj of which approximately $2 .0

million was paid in cash and $2 .0 million was paidinregistered shares of the Company’s commaksto

On April 2, 2014, as part of the considerationtfar acquisition of 100% of the shares of Medicaldeling Inc. , we issued 0.3 million
unregistered shares of 3D Systems Corporation canstozk to the sellers of Medical Mode ling Inack of whom represented to us
that he was an “Accredit ed Investor” as definedRegulation D of the Securities Act of 1933, as adwal, in reliance on the private
offering exemptions contained in Section 4(2) & 8ecurities Act of 1933, as amended, and on Reiguld® promulgated thereunder.
The fair value of the consideration paid for thisgaisition, net of cash acquired, was approxima&h@.0 million , of which
approximately $ 51.5 million was paid in cash add.$ million was paid in unregistered shares ofGoenpany’s common stock.
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On August 6, 2014, as part of the considerationtifi@r acquisition of certain assets of Bordner arsdo&iates, Inc. d/b/a Laser
Reproductions, we issued 0.09 million unregistesiegres of 3D Systems Corporation common stockoralf®r and Associates, Inc.,
which represented to us that it was an “Accreditaastor” as defined in Regulation D of the SedesitAct of 1933, as amended, in
reliance on the private offering exemptions corediin Section 4(2) of the Securities Act of 1938 amended, and on Regulation D
promul gated thereunder. The fair value of thes@eration paid for this acquisition, net of caslywred, was approximately $17 .5
million, of which approximately $13.1 million wasid in cash and $4.4 million was paid in unregistieshares of the Company’s
common stock.

We did not repurchase any of our equi ty securidesng the year ended 20 14, except for unveststricted stock awards
repurchased pursuant to our 2004 Incentive Stoek.Pbee Note 14 to the Consolidated Financial ®etes . For information
regarding the securities authorized for issuanaeuour equity compensation plans, see “Securityn@ship of Certain Beneficial
Owners and Management and Related Stockholder Mdattdequity Compensation Plans” under Item 12. Adse Note 14 to the
Consolidated Financial Statements.

Stock Performance Graph

The graph below shows, for the fi ve years endecebBer 31, 2014 , the cumulative total return omaastment of $100 assumed to
hav e been made on December 31, 2009 in our ¢ onsntk. For purposes of the graph, cumulativel tegturn assumes the
reinvestment of all dividends. The graph compaues seturn with those of comparable investmentarassl to have been made on the
same date in (a) the NYSE Composite Index, (He)S&P 500 Information Technology Index, and (@ 8&P Mid-Cap 400 Index,
which are published market indices with which we sometimes compared.

Although total return for the assumed investmestages the reinvestment of all dividends on DecerBbesf the year in which such
dividends were paid, we paid no cas h dividendswrc ommon s tock during the periods presented.

Our common stock is listed on t he NYSE (tradinmbgl: DDD ).
COMPARISON OF 5-YEAR CUMULATIVE TOTAL RETURN*

* $100 invested on 12/31/0 9 in stock or index, idilg reinvestment of dividends. Fiscal year enddagember 31.

12/09 12/10 12/11 12/12 12/13 12/14
3D Systems Corporatic $ 10C $ 27¢ $ ST 94: $ 2,465 $ 87:
NYSE Composite Inde 100 114 110 128 161 172
S&P 500 Information Technology Ind« 100 110 113 130 166 200

27



S&P 500 Mic-Cap 400 Inde: 100 127 124 147 196 215
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Iltem 6. Selected Financial Data

The selected consolidated financial data set fbetlow for the five years ended December 31, 20 Hdve been derived from our
historical C onsolidated F inancial S tatementsu ¥bould read this information together with Mamagat's Discussion and Analysis
of Financial Condition and Results of Operatiohg, hotes to the selec ted consolidated financia dad our C onsolidated F inancial
S tatements and the notes thereto for Decembe&(314 and prior years included in this Form 10-K .

Year ended December 31
(in thousands, except per share amounts) 2014 2013 2012 2011 2010

Consolidated Statement of Operations and Othe
Comprehensive Income Data:
Consolidated Revenu

Products $ 283,339 $ 227,627 $ 126,798 $ 66,665 $ 54,686
Materials 158,859 128,405 103,182 70,641 58,431
Services 211,454 157,368 123,653 93,117 46,751
Total 653,652 513,400 353,633 230,423 159,868
Gross Profit 317,434 267,594 181,196 109,028 73,976
Income from operatior 26,315 80,861 60,571 34,902 20,920
Net income® 11,946 44,119 38,941 35,420 19,566
Net income available to common stockholc 11,637 44 107 38,941 35,420 19,566

Net income available to common stockholders peres!
Basic and dilute $ 011 $ 045 $ 048 $ 047 $ 0.28

Consolidated Balance Sheet Date

Working capital $ 432,198 $ 416,39¢ $ 212,285 $ 202,357 $ 42,475
Total asset 1,525,97C 1,097,85€ 677,442 462,974 208,800
Current portion of debt and capitalized lease atians 684 187 174 163 224
Long term debt and capitalized lease obligatioess turrer

portion 8,905 18,693 87,974 138,716 8,055
Total stockholders' equit 1,294,12¢ 933,792 480,333 254,788 133,119
Other Data:

Depreciation and amortizatic $ 55,188 $ 30,444 $ 21,229 $ 11,093 $ 7,520
Interest expens 1,227 3,425 12,468 2,090 587
Capital expenditure® 22,727 6,972 3,224 2,870 1,283

@& In 2014, 201 3 and 201Dased upon our recent results of operations &pectation of continued profitability in future ysawe
concluded that it is more likely than not that aert U.S. deferred tax assets will be realizecdeordance with ASC 74 2012
we released valuation allowances associated wigh tleferred tax assets resulting in I-cash income tax benefits $5,372.

(b) Excludes capital lease additions.
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Iltem 7. Managements Discussion and Analysis of Financial Condition ahResults of Operations

The fol lowing discussion and analysis should tedrogether with the selected consolidated findrdata and our C onsolidated F
inancial S tatements and notes there to set forttihis Form 10-K . Certain statements containethis discussion may constitute

forward -looking statements within the meaning of the Pavaecurities Litigation Reform Act of 1995. Thesatements involve a
number of risks, uncertainties and other factoas thould cause actual results to differ materifiityn those reflected in any forward-

looking statements, as discussed more fully in Boem 10-K. See “Forward-Looking Statements” andt@onary Statements and
Risk Factors” in Item 1A.

The forward-looking information set forth in thi®fm 10-K is provided as of the date of this filimnd, except as required by law, we
undertake no duty to update that information.

Overview

We provide the most advanced and comprehensivei@Ealddesign and fabrication solutions availaldéay, including 3D printers,
print materials and cloud-sourced custom parts. werful ecosystem transforms entire industriegimpowering professionals and
consumers everywhere to bring their ideas to kEi@g our vast material selection, including plastimetals, ceramics and edibles.

Our leading personalized medicine capabilities udel end-to-end simulation, training and planningd grinting of surgical
instruments and devices for personalized surgedypatient specific medical and dental devices. @mocratized 3D digital design,
fabrication and inspection products provide seamieteroperability and incorporate the latest imghar computing technologies. Our
products and services disrupt traditional methddtyer improved results and empower our custortiersanufacture the future now.

Growth strategy
We are pursuing a growth strategy that focusegrartegjic initiatives and near term significant gtbhwpportunities in five key areas :

* Manufacturing;
* Metals;

» Medical;

» Materials; anc
» Mainstreet

We anticipate the ongoing transition of 3D printfingm the design and prototyping lab to the factibopr, and we plan to continue to
invest in advanced manufacturing applications tbaence and accelerate that shift. In 2014, we laethseveral new industrial 3D
printers with increased speeds, print capabiliteesgd build areas as well as introduced print malterivith improved strength,
temperature and durability, all geared towards dwetimy manufacturing and end-use part applications.

We are continuing development of our continuoughhépeed fab-grade manufacturing printer platforith \@ modular, racetrack
design and full color, photo-realistic polymer gacapabilities. This breakthrough product is desigfor advanced manufacturing from
consumer goods to automotive applications.

In November 2014, we announced our acquisitioniofa@on, a leading CAD/CAM provider, to strengtheur 3D digital design and
fabrication portfolio. The acquisition was compteten February 9, 2015. Cimatron adds designed-famufacturing CAD/CAM
programs, expertise and resellers, which we intendilize across our portfolio of solutions andtlire path to hybridization of additive
and traditional manufacturing .

During 2014, we also continued to expand our Quacte service capabilities, expertise and globaltpiont, adding strategic
acquisitions within the U nited States and Latin&ioa.

We enhanced our direct metal printing offering thésr through internal developments, including ititeoduction of the ProX 400
direct metals printer, and the acquisition of LAYere. LayerWise added a second proprietary printdaipnology and expanded the
range of metals materials that we can use to ulty dense, chemically pure metal parts. We viewtals as an open ended
opportunity with immediate addressable marketsiwitterospace, automotive and healthcare.
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Healthcare is our fastest growing vertical and @42 we made significant investments in personalinedicine. Our acquisitions of
Medical Modeling, Simbionix and LayerWise augmented 3D healthcare portfolio and strengthened @abilities in 3D printing
enabled personalized surgery and patient spenididical and dental devices. These acquisitionsredgzhour healthcare digital thread
from the trai ning room to the operating room. Wave appointed one of our senior executives ty fieNerage these acquisitions
through his expertise and leadership , to creatamless w orkflow through the full range of peadimed medicine opportunities.

We believe that continued development in print male is critical to the continued advancement pedetration of 3D printing. To

this end, we made significant advances in matedating 2014, includin g introducing ten new magksifrom plastics and flexible

materials to high-performance and high temperatuheanced materials. Along with new materials, wetiooe to add and enhance
formulations and drive speed improvement s, thrpugland recyclability. In addition to internal raseh and development (“R&D”),

we also acquired a specialties product line relatedur materials business, providing us with waitiintegration and a team of
chemists and materials scientists to enable fuBBeprint materials innovation and advancement.

We believe that mainstreaming 3D printing and kiriggt to mainstreet are important, both as a arnearket opportunity and to help
drive awareness and longer term adoption of then@logy. We have introduced plug and play consusieprinters, software, content
creation tools and app lication s at lower pricéinfgowith simple to use, intuitive formats alongthvurate d collections of home,
fashion, hobby and entertainment items. As pathis initiative, we are also partnering with edumaal organizations to bring 3D
printers and curriculum to K-12 classrooms and Jlasswell as libraries and museums. We believe deatocratizing access to 3D
printers will accelerate adoption and empowersytdasers with tomorrow’s design and manufactushis.

We are working to accomplish our growth initiativegjanically and, as opportunities arise, througlecive acquisitions, including

those we have already completed. We expect to letalsupport organic growth by leveraging our coehgnsive technology and
solutions, core competencies and experienced maregeeam to scale our business model. As withgrowth strategy, there can be
no assurance that we will succeed in accomplisburgstrategic initiatives.

Summary of 20 14 Financial Results

As discussed in greater detail below, revenueleryiear ended 20 14 increased from higher saless all revenue categories . O
ur revenue increased by 27.3 % to $ 653.7 millio201 4, compared to $ 513.4 million in 20d®& $ 353.6 million in 20 12 .
These results reflected growth in demand for 3Dtprs and materials as well as healthcare produnctservices.

We calculate organic growth by comparing this yg#éotal revenue for the period, excluding the reserecognized from all acquired
businesses that we have owned for less than twebrghs, to last year’s total revenue for the per@dce we have owned a business
for one year, the revenue is included in organangn. Organic growth is calculated based on tatatenue for the prior year period .
In 201 4 , our organic growth was 7.2 % for therfbwquarter and 13.3% for the full year. In 201&ir organic growth was 34.3 % for
the fourth quarter and 29.4 % for the full year.

Healthcare revenue includes sales of products,rialsteand services for health-related applicatignsluding simulation, training and
planning, and printing of surgical instruments amedical and dental devices for personalized meglicior the fourth quarter of 2014,
healthcare revenue grew 96.0% and accounted foB$d@ion, or 22.8%, of our total revenue compate21.8 million, or 14.1%, in

2013. For the year ended 20 14, healthcare revgrawe 80.3% and accounted for $129.3 million, 8r8%, of our total revenue
compared to $71.7 million, or 14.0%, in 2013 .

Consumer revenue includes sales of our Cube ss8feprinters and their related print materialsns®e3D scanners and other
products and services related to consumer prodamadsretail channels. For the fourth quarter of 2Gbhsumer revenue was $15.0
million, or 8.0% of our total revenue, compareds&9 million or 5.8% of revenue, in the fourth gearof 2013. For the year ended
2014, consumer revenue was $43.8 million, or 6.7%uo total revenue, compared to $34.8 million @9% of revenue, in 2013.

Our gross profit for the year ended 201 4 incredsed8.6%, to $317.4 million , from $267.6 milliém 20 13, after increasing from
$181.2 million in 2012 . Our higher gross profir fine year ended 201 4 arose primarily due to dginér level of revenue from

increases across pr oducts, materials, and ser@easgross profit margin perc entage decreasd@©% in 2014 from 52.1% in 2013
and 51.2% in 2012, reflecting current sales mix timing of sales, manufacturing ramp -up and ti#mss to new products and new
product start - up costs.
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Our total operating expenses for the year ended Rtteased by 55.9%, to $291.1 million, fron86X million in 20 13, reflecting
a $72.5 million, or 50.6%, increase in selling, ggah and administrative expenses, primarily due itcreased sales and marketing
expenses, higher staffing due to our expanding@mrtand growing business and increased amortinagixpense . The increase also
reflected a $31.9 million, or 73.4%, increase ise@ch and development expenses related to oudplpm@xpansion, new products
developments, and the addition of the engineegagitin Wilsonville, Oregon.

Our operating income decreased by $54.6 millio$26.3 million in 2014, compared to operating incapi€80.9 million in 20 13 and
$60.6 million in 2012. This was primarily due tomMer gross profit margin and higher operating expsres discussed in more detail
below .

Our net income for 201 4 included $ 73.9 milli@ihnon-cash expenses, which primarily consistéalepreciation and amortization
and stock-based compensation , compared to $ Billlibn of non-cash expenses in 201 3, which prityagonsisted of depreciation
and amortization , stock-based compensation arcdsadn convertible notes. The increase in non-eagknses is primarily due to
increased amortization from acquired intangibled @m increase in stock-based compensation .

A number of actions or events occurred in 201 4 afffected our liquidity and our balance sheetudahg the following:

« Our unrestricted cash and cash equivalents dectdns&21.4 million to $284.9 million at Decemi®, 201 4from
$306.3 million at December 31, 20 130ur cash included $299.7 million of net proceedsrfithe issuance of comir
stock, offset by $345.4 million of cash paid foqaisitions. Cash at December 31, 2013 included #2#gllion of ne
proceeds from a public equity offering, partialfyset by $162.3 million of cash paid for acquisitio See Eiquidity anc
Capital Resource” below.

« During 201 4 , we used $ 345.4 million of cash ¢qudre ten businesses to augment@uickparts, healthcare, me
materials, and consumer products and services.“Sgaidity and Capital Resources €ash flow from investir
activities.” below.

o O ur working capital increased by $15.8 million rfra416.4 million at December 31, 20 13 $432.2 million &
December 31, 204 . See“Liquidity and Capital Resourc— Working capita” below.

- Among major components of working capital, accoustsivab le, net of allowances, increased by $ 56illion from
December 31, 20 13 to December 31, 201 4, primaeflecting higher revenue from an increased portion of rev
categories sold on credit terms. Inventory at Démem81, 20 14, net of reserves, was $ 30.8 milhagherthan it:
December 31, 20 13 level, primarily reflecting timgiof orders and delivery of finished goods prirdtenialsand rav
materials, which are ordered in large quantitiescddints payable increased by $23. 5 million prilpagflecting timing
of orders and payments vendorsassociated witinventory ancprinter assembly

Results of Operations for 2014, 2013 and 2012

Table 1 below sets forth revenue and percenthgevenue by class of product and service.

Table 1

(Dollarsin thousands) 2014 2013 2012

Products $ 283,339 433% $ 227,627 443% $ 126,798 35.8%

Materials 158,859 24.3 128,405 25.0 103,182 29.2

Services 211,454 32.4 157,368 30.7 123,653 35.0
Totals $ 653,652 100.0% $ 513,400 100.0% $ 353,633 100.0%

Consolidated revenue

On a consolidated basis, revenue for the year engedl4 increased by $140.3 million, or 27.3%, carep to 2013 , led by increased
sales of products and aided by increased salesi#ials and services as discussed in more defab
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At December 31, 2014 our backlog was approxima$&.5 million, compared to $28.6 million at DecemBB&, 2013 and $11.4
million at December 31, 2012. Production and dejiv& our printers is generally not characterizgddng lead times, backlog is more
dependent on timing of customers’ requested dsliver addition, Quickparts services lead time amdkiog depends on whether
orders are for rapid prototyping or longer-rangedpiction runs. The December 31, 2014 backlogiaed a portion from each of our
revenue categories, including $16.1 million of prinsales driven by demand for our design and nzeturfing printers . The

December 31, 2013 backlog included a portion frawheof our revenue categories, but primarily cdadi®f $17.2 million of printer

sales driven by de mand for advanced manufactuiiihg. December 31, 2012 backlog included a portitomfeach of our revenue
categories, including printer sales of $3.2 milliohe backlog at December 31, 201 4 includ &8.8 million of Quickparts orders ,
compared to $8.4 million at December 31, 2013 &8 #illion at December 31, 2012 .

Revenue by class of product and service

2014 compared to 2013

Table 2 sets forth the change in revenue by clapsoduct and service for 20 14 compared to 20 13

Table 2
(Dallarsin thousands) Products Materials Services Total
2013 Revenu $ 227,627 443% $ 128,405 25.0% $ 157,368 30.7% $ 513,400 100.0%
Change in revenut
Volume
Core 39,063 17.2 24,778 19.3 40,726  25.9 104,557 20.4
New 18,588 8.2 8,053 6.3 13,474 8.6 40,115 7.8
Price/Mix (494, (0.2 (1,836 (1.4 — — (2,330 (0.5
Foreign currency translatic (1,435  (0.6) (541 (0.4 (114  (0.1) (2,090 (0.4
Net change 55,712 246 30,454 23.8 54,086 34.4 140,252  27.3
2014 Revenu $ 283339 433% $ 158,859 243% $ 211454 324% $ 653,652 100.0%

We earn revenues from the sale of products, mégenal services.

The $55.7 million increase in revenue from prodwaimpared to 2013 is driven by increased demanddsign and manufacturing
printers and added healthcare products. Certagllees may purchase stock inventory in the ordirayrse of business . For the years
ended 2014 and 2013, we estimate that revenudeia reseller inven tory amounted to approxinya8o of total revenue, which
was impacted by timing of sales, expansion of egeller channel and the recent shift from a p#ytditect sales model to the reseller
channel selling a majority of our products , whéetpanded the volume of transactions through tharatia

In addition to printers, the products category udes software products, perceptual and haptic dsyiidar digitizers and Simbionix
simulators. S oftware revenue contributed $20.lioniland $20.6 million of products revenue in 2@ 2013, respectively .

Due to the relatively high price of certain professl printers and a corresponding lengthy seltipgle and relatively low unit volume
of the higher priced professional printer salesariy particular period, a shift in the timing anchcentration of orders and shipments
from one period to another can affect reportedmaeen any given period. Revenue reported in amiiqudar period is also affected by
timing of revenue recognition under rules presatibg generally accepted accounting principles.

The $30.5 million increase in revenue from matsrimhs aided by the improvement in sales of 3D @rinand the increased utilization
of printers installed over past periods . Salesteg rated materials increased 28.5% and repteder 3.3% of total materials revenue
for the year ended 2014, compared to 70.6% for 2013

The $54.1 million increase in service revenue prilpaeflects the addition of Medical Modeling aiimbionix, coupled with growing
Quickparts, consumer and software services . iGerevenu e from Quickparts increased 21.1% t®$Wtillion, or 57.9 % of total
service revenue, for 2014, compared to $101.1 anillior 64.2 %, of total service revenue in the 2@&#8od. Software services
contribu ted $15.2 million of revenue in 2014 comgahto $8.2 milli on in 2013 .
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In addition to changes in sales volumes, includimg impact of revenue from acquisitions, there tare other primary drivers of
changes in revenue from one period to anothercdmebined effect of changes in product mix and ayerselling prices, sometimes
referred to as price and mix effects, and the imp&fiuctuations in foreign currencies.

As used in this Management’'s Discussion and Angjytbie price and mix effects relate to changegwemue that are not able to be
specifically rela ted to changes in unit volume. @xg these changes are changes in the product neirahaterials and our printers as
the trend toward smaller, lower-priced printers bastinued and the influence of new printers andens on our operating results
has grown.

2013 compared to 2012

Table 3 sets forth the change in revenue by clapsoduct and service for 20 13 compared to 20 12

Table 3
(Doallarsin thousands) Products Materials Services Total
2012 Revenu $ 126,798 358% $ 103,182 29.2% $ 123,653 35.0% $ 353,633 100.0%
Change in revenut
Volume
Core 409,370 322.9 38,839 37.6 27976 22.6 476,185 134.7
New 89,574 70.6 4,546 4.4 5,430 4.4 99,550 28.2
Price/Mix (397,719 (313.7 (16,793 (16.3 — — (414,512 (117.2
Foreign currency translatic (396, (0.3) (1,369 (1.3 309 0.2 (1,456 (0.5
Net change 100,829  79.5 25,223 244 33,715 27.2 159,767  45.2
2013 Revenu $ 227,627 443% $ 128405 2509 $ 157,368 30.7% $ 513,400 100.0%

On a consolidated basis, revenue for the year eB@i&d increased by $159.8 million, or 45.2%, coragao 2012, primarily due to
increased sales of printers, coupled with acqusdtivare revenue.

The $100.8 million increase in revenue from prodwcimpared to the year ended 2012 is primarilytduecreased printer unit sale s
volume for the year ended 2013, driven by incréatsmand for consumer and professional printers.

In addition to printers, the products categoryunes software products , perceptual and hapticds\and Vidar digitizers . S oftware
products contributed revenue of $20.6 million &4d6 million in 2013 and 2012, respectively.

The $25.2 million increase in revenue from maten@hs aide d by the improvement in sales of 3Dt@rnand the increased utilization
of print ers installed over past periods . Salemtfgrated materials increased 40.2% and repredéftt. 6% of total materials revenue
for the year ended 2013, compared to 62.6% for 2012

The increase in service revenue p rimarily refleeteenue from Quickparts , coupled with the additad software revenue. Service
revenue from Quickparts was $101.1 million, or 84.8f total service revenue, for the year ended 26a@Bpared to $79.2 million, or
64.1% of total service revenue for 2012. The additf software services in 2013 contri buted $8illan of revenue for the year. For
the fourth quarter of 2013, revenue from Quickpas $28.4 million, compared to $21.0 millio n fretfourth quarter of 2012,
Revenue by geographic region

2014 compared to 203

All geographic region s experienced higher levef revenue in 20 14 compared to 20 13 . Tdldets forth the change in revenue
by geographic area for 20 14 compared to 20 13 :
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Table 4

(Dallarsin thousands) Americas EMEA Asia Pacific Total
2013 Revenu $ 284,752 554% $ 133,781 26.1% $ 94,867 18.5% $ 513,400 100.0%
Change in revenur
Volume 51,791 18.2 57,067 42.7 35,814 37.8 144,672 28.2
Price/Mix (2,534 (0.9 3,517 2.6 (3,313  (3.5) (2,330 (0.5
Foreign currency translatic (84) 0.0 1,722 1.3 (3,728  (3.9) (2,090 (0.4
Net change 49,173 17.3 62,306 46.6 28,773 30.4 140,252 27.3
2014 Revenu $ 333925 51.1% $ 196087 30.0% $ 123,64C 18.9% $ 653,652 100.0%

Revenue from operations in the Americas for tearyended 2014 increased by $49.1 million , 0B%7.to $333.9 million from
$284.8 million in 20 13 . This in crease was duenprily to higher volume , partially offset byethun favorable combined effect of
price and mix.

Revenue from operations outside the Americas thieryear ended 2014 increased by $91.1 millian3908%, to $319.7 million from
$228.6 million in 20 13 and comprised 48.9% ofswidated revenue in 20 14 compared to 44.5 % ia20The increase in revenue
from operations outside the U.S. , excluding thpdot of foreign currency translation, was 41.5%tha year ended 2014 compared to
46.4% in 20 13 .

Revenue from EMEA operations increased by $62.8iomi, or 46.6%, to $196.1 million in 20 14 fro$133.8 million in 20 13 .
This increase was due primarily to higher volume &vorable co mbined effect of price and mix aadorable impact of foreign
currency translation.

Revenue from Asia Pacific operations increased28;Bmillion , or 30.4%, to $123.6 million in 2@ from $94.9 million in 20 13.
This in crease was due primarily to higher volumepartially offset by the un favorable combinedeef of price and mix and the
unfavorable impact of foreign currency translation.

2013 compared to 202

All geographic regions experienced higher levelseoEnue in 2013 compared to 2012.

Table 5 sets forth the change in revenue by gebgrapea for 20 13 compared to 20 12.

Table 5

(Doallarsin thousands) Americas EMEA Asia Pacific Total

2012 Revenu $ 196,414 555% $ 100,687 285% $ 56,532 16.0% $ 353,633 100.0%

Change in revenut
Volume 183,799 93.6 212,287 210.8 179,649 317.8 575,735 162.8
Price/Mix (95,461 (48.6 (182,048 (180.8 (137,003 (242.3 (414,512 (117.2
Foreign currency translatic — — 2,855 2.8 (4,311 (7.6) (1,456  (0.4)
Net change 88,338 45.0 33,094 32.8 38,335 67.9 159,767 45.2

2013 Revenu $ 284752 5549% $ 133781 26.1% $ 94867 185% $ 513,400 100.0%

As shown in Table 5:

Revenue from operations in the Americas for the gealed 2013 increased by $88.4 million, or 45.694284.8 million from $196.4
million in 2012. This increase was due primarilyhigher volume, partially offset by the unfavorabtenbined effect of price and mix.

Revenue from operations outside the U.S for the gaded 2013 increased by $71.4 million, or 45.48%228.6 million from $157.2
million in 2012 and comprised 44.5% of consolidatedenue in 2013 compared to 44.5% in 2012. Thee&se in revenue from
operations outside the U.S. , excluding the immddioreign currency translation, was 46.4% for thear ended 2013 compared to
45.0% in 2012.
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Revenue from E MEA operations increased by $33lliomj or 32.8%, to $133.8 million in 2013 from $1.d million in 2012. This
increase was due primarily to higher volume, phytiaffset by the unfavorable combined effect oicprand mix.

Revenue from Asia Pacific operations increased38/4million, or 67.9%, to $94.9 million in 2013M $56.5 million in 2012. This
increase was due primarily to higher volume, phytiaffset by the unfavorable combined effect oicprand mix.

Gross profit and gross profit margins

Table 6 sets forth gross profit and gross profitgiras for our products and services.

Table 6
Year Ended December 31
2014 2013 2012
Gross Profit Gross Profit Gross Profit

(Dollarsin thousands) Gross Profit Margin Gross Profit Margin Gross Profit Margin
Products $ 101,681 35.9% $ 101,838 44.7% $ 54,276 42.8%
Materials 116,526 73.4 94,581 73.7 70,418 68.2
Services 99,227 46.9 71,175 45.2 56,502 45.7

Total $ 317,434 486% $ 267,594 521% $ 181,196 51.29%

On a consolidated basis, gross profit for the weamled 20 14 increased by $49.8 million , or %8.6 $317.4 million compared to
$267.6 million and $181.2 million for 20 13 and12Q respectively. Gross profit margin for the yeaded 2014 decreased 3.5
percentage points, from 52.1% in 2013 to 48.6%0itM2 The lower gross profit margin reflects arg®in revenue mix with a higher
portion of revenue from lower margin products, botterall and within categories, as well as avaligbof new products and new
product startup costs.

Products gross profit was $101.7 million for theyended 20 14 compared to $101.8 million in 3Cafd the gross profit margin
decreased by 8.8 percentage points in 20 14 to%5Despite the addition of higher margin healtegaoducts and the contribution of
software, gross profit margin decreased due tesalg coupled with manufacturing expansion anddwl new product start-up costs.

Gross profit for materials increased by 23.2% t&6% million in 2014 and the gross profit margircdmsed 0.3 percentage points to
73.4% from 73.7 % in 20 13, primarily due to thexrof ma terials sold during the year.

Gross profit for services increased by 39.4% to.&38illion compared to $71.2 million in 20 13 , hile the gross profit margin
increased 1.7 percentage points to 46.9%. Theadseré gross profit margin for services was priflpatie to the addition of higher
margin healthcare servic es and an increase inkQaiits gross profit margin , to 43.5% for the yeaded 2014, compared to 42.9% in
2013.

Operating expenses

As shown in the table below , total operating exyesnincreased by $104.4 million , or 55.9%, to1$29nillion for the year ended
2014, after increasing to $186.7 million for 20fi@mn $120.6 million for 2012, and increased to584.of revenue compared to 36.4%
and 34.1% in 2013 and 2012, respectively. Thissiase consists of $72.5 million of higher sellingneral and administrative expenses
and $31.9 million of higher research and develepinexpenses, both of which are discussed below.

Table 7
Year Ended December 31,
2014 2013 2012
(Doallarsin thousands) Amount % Revenue Amount % Revenue Amount % Revenue
Selling, general and administrative exper $ 215,724 33.0% $ 143,244 279% $ 97,422 27.5%
Research and development exper 75,395 115 43,489 8.5 23,203 6.6
Total operating expens: $ 291,119 445% $ 186,733 36.4% $ 120,625 34.1%
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2014 compared to 2013

Selling, general and administrative expenses ise@&y $72.5 million , or 50.6%, to $215.7 ioill for the year ended 20 14, from
$143.2 million in 20 13. The $ 72.5 million énease in selling, general and administrative egeefin 20 14 was primarily due to
increased sales and marketing expenses and higféing due to our expanding portfolio and inchada $34.9 million increase in
salary, benefits and contract labor costs, an $i@llfon increase in amortization expense, a $iflion increase in bad debt
expense , a $2.5 million increase in consultiegsf a $2.1 million increase in marketing expenae®l.5 million increase in legal
expense and a $1.2 million increase in occupanpgrse.

Depreciation and amortization increased $24. l8amj to $55.2 million for the year ended 201 frfi $30.4 million in 20 13. The
increase in depreciation and amortization in 2@hd 2013 is primarily due to intangible assets femquired businesses and additional
capital equipment placed in service .

Research and development expenses increased b ,7&4575.4 million for the year ended 2014, fro48% million in 2013. The
$31.9 million increase in 20 14 was primarily driviey a $17.7 million increase in R&D salary amnpensation expenses primarily
due to talent expansion, a $4.8 million increassupplies and materials in support of our ace¢éer new product developments and
investments, a $2.2 million increase in outsidescdting and outsourcing services and a $1.9 millimecrease in depreciation and
amortization.

2013 compared to 2012

Selling, general and administrative expenses iseedy $45.8 million, or 47.0%, to $143.2 millicor the year ended 2013, from
$97.4 million in 2012. The $45.8 million increase delling, general and administrative expensesOibi32was primarily driven by

support of concentrated new product launches, @axpansion and training and included a $16.8ianilincrease in salary, benefits
and contract labor costs, a $7.9 million increasamortization expense, a $5.0 million increasenarketing expense, a $3.4 million
increase in occupancy costs, a $2.6 million ineeastravel expenses, a $1.9 million increase id dabt expense, a $1.2 million
increase in operating supplies expense and a $lli@mincrease in consultant fees.

Depreciation and amortization increased $9.2 mmijliso $30.4 million for the year ended 2013, fro@l$® million in 2012. The
increase in depreciation and amortization in 20i8 2012 is primarily due to intangible assets fracquired businesses and additional
capital equipment placed in service.

Research and development expenses increased b 8t4543.5 million for the year ended 2013, fro@8% million in 2012. The
$20.3 million increase in 2013 was primarily drivieynan $8.1 million increase in supplies and matsrin support of our accelerated
new product developments and investments, a $7AlBmincrease in R&D salary and compensation espsrprimarily due to talent
expansion and a $2.0 million increase in outsidesatting and outsourcing services.

Income from operations

Operating income decreased $54.6 million , to.$26illion for the year ended 201 4, compared t6.$8nillion in 20 13 and $60.6
million in 20 12. The decrease in operating incomas due to increased operating expenses that imameoffset the increased revenue
and gross profit . SeeGross profit and gross profit margirisand “ Selling, general and administrative costabove. The following
table sets forth income from operations by geograplea for 2014, 2013 and 2012.

Table 8
Year Ended December 31
(Dollarsin thousands) 2014 2013 2012
Income (loss) from operatiol
Americas $ (24,663 % 43,743 % 37,743
Germany 2,749 302 1,305
Other EMEA 9,181 7,849 5,415
Asia Pacific 40,131 30,499 16,528
Subtotal 27,398 82,393 60,991
Inter-segment eliminatio (1,083 (1,532 (420
Total $ 26,315 $ 80,861 $ 60,571
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With respect to the Americas, in 2014, 2013 and220the changes in operating income by geograpieia eeflected the same factors
relating to our consolidated operating income #ratdiscussed above.

T he changes in operating income in our operatmrtside the Americas in each of 2014, 201 3 and20esulted primarily from
changes in sales volume, transfer pricing and doreurrency translation.

Interest and other expenses, net

Interest and other expenses, n et, which coediprimarily of foreign exchange loss, antoesht o $8.9 million of net expense
for the year ended 2014, compared to $16.9 millmn2013 and $17.3 million for 2012. For the yeaded 2014, interest and other
expense, net, primarily consisted of $5.7 millidnfareign exchange loss, $3.2 million of other exge and $1.2 million of interest
expense; partially offset by $1.3 million of intet@nd other income.

For the year ended 2013, interest and other expem$encluded $3.4 million of interest expenseluding $2.7 million of interest
expense related to the 5.50% senior convertiblesa@14.1 million of other expense, primarily rethto loss on conversion of converti
ble notes; partially offset by $1.4 million of imést and other income, including a gain that wdsrded in a prior year and recognized
upon settlement of a long-term note receivable,%M8@ m illion of foreign exchange loss.

Provision for income taxes

We recorded a $5.4 million provision for incomedsxor the year ended 2014 and a $19.9 million $h@& million provision for
income taxes in 201 3 and 20 12, respectivel20h 4, this expense primarily reflects a $1.7 willlJ.S. tax expense and $3.7 million
of tax expense in foreign jurisdictions. In 2018stexpense primarily reflects an $18.4 m illiorBUtax expense and $1.5 million of
tax expe nse in foreign jurisdictions. In 2012 stleixpense primarily reflects a $6.2 million expergated to the use of U.S. net
operating losses against which the valuation alfmeahad been released during 2011; $2.8 milliortagf expense in foreign
jurisdictions; partially offset by a $5.4 millionebefit due to the release of valuation allowanceseiate d with U.S. deferred tax
assets .

During 2014 and 2013, based upon our results ofatipas and expected profitability in the futures woncluded that it is more Ii kely
than not that all our deferred tax assets will éalized. As a result, in accordance with ASC 740yaluation allowances have been
recorded for 2014 and 2013 . D uring 2012, bagmEuh our results of operations and expected plufityin the future, we concluded
that it is more likely than not that the remaindéour curre nt U.S. deferred tax assets woulddadized. As a result, in accordance
with ASC 740, during 2012 we reversed $5.4 millafnthe valuation allowance related to $12.4 mill@fhreserves, accruals and tax
credits and to $7.6 million of net operating losgmsstate income tax purposes. The reversal ofvgteation allowance resulted in a
non-cash income tax benefit of $5.4 million, whiekulted in a benefit of $0.10 per share .

In 2012 we utilized U.S. net operating loss camyfards, which had a full valuation allowance agaih&m, to eliminate any U.S.
federal income taxes and to significantly reduc8 btate taxes. These U.S. net operating loss oawgfds which had full valuation
allowances against them were recognized in fulQd2. Their use does not impact income tax expandéncome tax rate in 2013 or
2014.

Absent the use of these net operating loss camgfals, income tax expense would have been $10l®mand the income tax rate
would have been 24.9% for the year ended 2012. mtlike combined impact of the use of these netatimgr loss carryforwards and
the release of the valuation allowances in 201&nme tax expense would have been $16.2 milliontha@dncome tax rate would have
been 37.3%.

Our $5.4 million expense for income taxes for tearyended December 31, 2014 decreased from 3@ir&ipally due to decreased
U.S. income in 2014.

Our $19.9 million expense for income taxes in 20t3eased from 2012 principally due to increase8. income in 2013 and to there
being no tax benefit from utilizing net operating$ carryforwards against which valuation allo veahad been released in 2012 .

For further discussion, s ee Note 2 0 to the Glisleted Financial Statements .
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Net i ncome; net income available to 3D Systems camon stockholders
Net income was $11.9 million, $44.1 million and $88million , for the years ended 2014, 2013 addi2.

The principal reasons for our lower net income @i 2 , which are discussed in more detail aboveewe$49.8 million decrease in
gross profit and $104.4 million higher operatexpenses as a result of higher sales and markatiddR&D expense in support of
concentrated new product launches and channel siqraand training .

The principal reasons for our higher net incom@®13 were a $159.8 million increase in revenue @m$86.4 million increase in
gross profit, partially offset by $66.1 million tigr operating expenses as a result of higher salgsnarketing and R&D expense in
support of concentrated new product launches aadrefl expansion and training .

Net income available to common stockholders was6iillion for 2014, $44.1 million for 2013 and $98million for 2012 . On a
per share basis, our basic and diluted net incaeneipare available to common stockholders was $$0.45 and $0.48 in 2014, 2013
and 2012, respectively .

For the years ended 2013 and 2012, t he averag&nding diluted shares calculation excluded shasnay have be en issued upon
conversion of the outstanding senior convertibleesdecause the effect of their inclusion wouldehbgen anti-dilutive resulting in an
increase to the net earnings per share. All seiovertible notes were converted in 2014.

In February 2013, we announced a three -for- twokssplit, in the form of a stock dividend. Tradibggan on a split-adjust ed basis
on February 25, 2013.

For further discussion, s ee Notes 17 and 24 t€thesolidated Financial Statements.
Other Financial Informa t ion

In addition to our results determined under U.Shegally accepted accounting principles (“GAAP”) @is sed above, management
believes non-GAAP financial measures, which adpedtincome and earnings per share are useful tsioxs in evalua ting our
operating performance.

We use non-GAAP financial measures of adjustednoeime and adjusted earnin gs per share to supptesue consolidated financial
statements presented on a GAAP basis to facil#dtetter understanding of the impact that sevérategic acquisitions had on our
financial results.

These non-GAAP financial measures have not begraped in accordance with GAAP and may be diffefemth non-GAAP financial
measures used by other companies and they arecsubjénherent limitations as they reflect the of judgments by our
management about which costs, expenses and o¢ines #re excluded from our GAAP financial statemémtdetermining our non-
GAAP financial measures. We have sought to comperfsa these limitations by analyzing current agerted future results on a
GAAP basis as well as a non-GAAP basis and alsprbyiding GAAP financial statements as requirecin public disclosures as
well as reconciliations of our non-GAAP financiakasures of adjusted net income and adjusted earpiagshare to our GAAP
financial statements.

The presentation of our non-GAAP financial measwhkih adjust net income and earnings per sharaatrsmeant to be considered in
isolation or as a substitute for the directly conapde financial measures prepared in accordance GAAP. These non-GAAP

financial measures are meant to supplement, anvieled in conjunction with, GAAP financial measurége urge investors to review
the reconciliation of our non-GAAP financial meassito the comparable GAAP financial measures irdusklow, and not to rely on

any single financial measure to evaluate our bssine
Our non-GAAP financial measures which adjust nebimne and earnings per share are adjusted for Hogviog:

Non-cash stockbased compensation expensesVe exclude the tax-effected stock-based compemsakpenses from our operating
expenses primarily because they are non-cash.

Amortization of intangibles We exclude the tax-effected amortization of igilfe assets from our cost of sales and operating
expenses. The increase in recent periods is pfymarconnection with acquisitions of businesses.
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Acquisition and severance expense¥Ve exclude the tax-effected charges associattdtive acquisition of businesses and the related
severance expenses from our operating expenses.

Noncash interest expenséd/e exclude tax-effected, non-cash interest expemsasarily related to the amortization costs agsed
with our outstanding senior convertible notes, fiioterest and other expenses, net .

Loss orconvertible notesWe exclude the tax-effected, loss on conversiotoofertible notes, from interest and other expensats

Net (gain) los®n litigation and tax settlementé/e exclude the tax-effected, net gain or loss auuaitions and litigation settlements
from other expenses, net.

Reconciliation of Non-GAAP Financial Measures to GAP Financial Measures

Table 9
Year Ended December 31
(Dollars in thousands, except per share) 2014 2013 2012
GAAP net income $ 11,637 $ 44,107 $ 38,941
Cost of sales adjustmen
Amortization of intangible: 281 250 193
Operating expense adjustmer
Amortization of intangible: 39,193 20,448 11,259
Acquisition and severance expens 7,994 7,057 4,982
Non-cash stoc-based compensation expel 32,793 13,495 4,613
Other expense adjustmen
Non-cash interest expen 225 973 3,489
Loss on convertible note 1,806 11,275 6,295
Net (gain) loss on litigation and tax settleme — 2,457 (1,296
Tax effect® (18,810 (16,327 (610
Non-GAAP net income $ 75,119 $ 83,735 $ 67,866
Non-GAAP basic earnings per sh¢ $ 070 $ 085 $ 0.84

®Tax effect is calculated quarterly, based on theadtax rate for each quarter.
Liquidity and Capital Resources

Our cash flow from operations and the net procdeata capital markets transactions in 2014 have kedlbs to continue to execute
our growth strategies, including our acquisitions2D1 4 . During 201 4, we generated $51.1 mmilldd cash from operations and
utilized $345.4 miillion of cash to fund acqtitns.

Operating cash flow, a key source of our liquiditigs $ 51.1 million in 201 4, an increase db.9$2million, or 103.0% , as compared
to $25.2 million in 201 3.

Unrestricted cash and cash equivalents decreas&@hy million to $284.9 million at December 30124 from $306.3 million at
December 31, 201 3 and $155.9 million at DecembhefB 12 .

We completed common stock offering s that resuttel 299.7 million , $272.1 million and $106.9loin of net proceeds in 2014,
2013 and 2012, respectively.

Acquisitions constituted a $ 345.4 million use atk in 2014 , including the completion of ten asijions, as compared to a $ 162.3
million use of cash in 2013 for eleven acquisitiansl a $183.7 million use of cash for the comptetibnine acquisitions in 2012 .

Our net working capital increased by $15.8 million$432.2 million at December 31, 201 4 from $416xMllion at December 31, 20
13.
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For further discussion, s €@ash flowandL ease obligationbelow.

We may issue additional securities from time toetias necessary to provide flexibility to execute giowth strategy . We issued
approximately 6.0 million shares of common stocksulting in net proceeds of approximately $29iflion in 2014 and
approximately 8.6 million shares of common stoelsulting in approximately $272.1 million in 2013.

We have relied upon our unrestricted cash, cash ftom operations, capital markets transactions bodowings from financial
institutions to meet our cash requirements for waglcapital, capital expenditures and acquisitidtfdwvever, it is possible that we may
need to raise additional funds to finance our @@ beyond the next twelve months or to consurarsanificant acquisitions of other
businesses, as sets, products or technologiesetfad, we may be able to raise such funds thrdwghbales of equity or debt securities
to the public or selected investors, by borrowiranf financial institutions, selling assets or resturing debt. There is no assurance,
however, that funds will be available from thesarses in the amounts or on terms accepta ble to us.

Even though we may not need additional funds, wg stél elect to issue additional equity or debtwweties or enter into a credit
facility for other reasons. If we raise additiofiahds by issuing equity or convertible debt se@sj the ownership percentages of
existing shareholders would be reduced. In additibe equity or debt securities that we may issag have rights, preferences or
privileges senior to those of our common stock.

Cash equivalents comprise funds held in money ntark&ruments and are reported at their currentycay value , which
approximates fair value due to the short ternumabf these instruments. We strive to minimize anedit risk by investing primarily
in investment grade, liquid instruments and limip@esure to any one issuer depending upon credittgua

A summary of the components of liquidity is shoveidw in Table 10.

Table 10
December 31
(Dollarsin thousands) 2014 2013
Cash and cash equivalents $ 284,862 $ 306,316
Working capital $ 432,19¢ $ 416,399
Stockholders’ equity attributable to 3D Systemsp@oation $ 1,292,91¢ $ 932,646
Cash flow

A summary of the components of cash flows is shbelow in Table 1 1.

Table11
Year Ended December 31

(Dollarsin thousands) 2014 2013 2012
Cash provided by operating activiti $ 51,111 $ 25,184 $ 51,530
Cash used in investing activiti (375,441 (173,757 (187,654
Cash provided by financing activiti 308,582 298,696 112,64C
Effect of exchange rate changes on ¢ (5,706 334 223

Net increase (decrease) in cash and cash equis. $ (21,454 $ 150,457 $ (23,261
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Cash flow from operations

2014 compared to 2013

For the year ended December 31, 2014, we geneei@dl million of net cash from operating acti\tidhis change in cash primarily
consisted of our $11.9 million net income, $73.9iom of non-cash charges that were included in meirincome and $34.8 m illion
of cash used in net changes in operating accounts .

The principal changes in non-cash items that feblgraffected operating cash flow included $ 55.2lioni of depreciation and
amortization expense, $32.8 million of stock-baseehpensation, partially offset by a $24.6 millicefeired tax benefit .

Changes in working capital that resulted in a sewfocash included the following:

« a$23.5 million increase in accounts payable;

o a$16.1 million increase in accrued liabilities;

« an $11.0 million increase in other operating asaat liabilities;
« an $8.7 million increase in deferred revenue; and

o a$1.9 million increase in customer deposits.

Changes in working capital that resulted in a dssash included the following:

« a$56.0 million increase in accounts receivallet;
« a$30.8 million increase in inventory; and
« a$9.2 million increase in prepaid expenses anerathrrent assets.

Accounts receivable , net increased as a restiteofecord revenues for 201 4 and days sales odistpincreased to 83 days in 201 4

from 79 days in 20 13 . With a greater portidrour revenue mix shifting to resellers and retai] as part of our planned business
model evolution, a larger portion of our salestaa@sacted on standard credit terms. The effetttisfshift in our business model was
exacerbated by the combined effect or the timind eoncentration of orders during the last monththef quarter as a result of
increasing demand, which has driven increasestim éacounts receivable and days sales outstanding.

Inventories increased primarily due to our expagdanoduct portfolio, acquired inventory, timing véw product launches and the
timing of orders and delivery of finished goods erils and raw materials, which are purchasedrgelguantities.

The increase in accounts payable is primarily eelab the normal timing of our scheduled expensenegats.

2013 compared to 2012

For the year ended December 31, 2013, we genebate@ million of net cash from operating activitidis change in cash primarily
consisted of our $44.1 million net income, $51.4lioni of non-cash charges that were included inmatrincome and $70.4 millio n of
cash used in net changes in operating accountspiiheipal changes in non-cash items that favoralffgcted operating cash flow
included $30.4 million of depreciation and amottiza expense, $11.3 million loss on conversionarfertible notes, partially offset
by $9.9 million deferred tax benefit.

Changes in working capital that resulted in a sewfocash included the following:

« a$7.6 million increase in accounts payable;
« a$7.5 million increase in deferred revenue; and
« a$1.9 million increase in customer deposits.

Changes in working capital that resulted in a Useash included the following:

« a $43.7 million increase in accounts receivaiét;

« a $30.9 million increase in inventory;

« a $6.5 millionincr ease in accrued liabilities;

« a $4.6 million increase in other o perating asaatsliabilities; and
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« a $1.8 million increase in prepaid expenses dheraurrent assets.

Accounts receivable, net increased as a resulieofécord revenues for 2013 and days sales ouistpimtreased to 79 days in 2013
from 72 days in 2012. Inventories increased primahie to the implementation of new product laursched the timing of orders and
delivery of finished goods materials and raw matsriwhich are purchased in large quantities.

Cash flow from investing activities

Net cash used in investing activities for the yer@ded 20 14 increased to $375.4 million , from3$&7million in 20 13 . In 20 14, this
consisted of $345.4 million related to acquisit&r$22.7 million of net purchase s of property agdipment, $6.6 million in minority
investments of less than 20% made through 3D Vestuiour venture investment initiative, in promgsienterprises that we believe
will benefit from or be powered by o u r technolegiiand $0.8 million of addition s to license aatept costs. See Note s 3,5 and 6
to the Co nsolidated Financial Statements.

Net cash used in investing activities for the yeratled 2013 decreased to $173.8 million, from $18&¥lifon in 2012. In 2013, this
consisted of $162.3 million related to acquisitiods.0 million of net purchases of property andipopent, $1.6 million of additions to
license and patent costs and $4.7 million in miydrivestments of less than 20% made through 3Dtien, partially offset by $1.9
million of proceeds from the disposition of progeand equipment.

Capital expenditures were $22.7 million in 2014,08%illion in 2013 and $3.2 million in 2012 . Cagliexpenditures in 2014, 2013 and
2012 primarily consisted of expenditures for togland printers associated with our new produseliment efforts, equipment to
support our Quickparts service and leasehold imgrm@nts.

As discussed below, we completed thirty acquisgtidaring 2014, 2013 and 2012. The majority of tbguésitions have resulted in the

recording of goodwill. This goodwill typically ags because the purchase price for these businesffmss a number of factors

including the future earnings and cash flow potdrdf these businesses; the multiples to earnicesh flow and other factors at which
similar businesses have been purchased by otheirars] the competitive nature of the process biclwkve acquired the business; and
the complementary strategic fit and resulting sgies these businesses bring to existing operati®as.Note 7 to the Consolidated
Financial Statements.

2014acquisitions

We acquired ten businesses in 201 4 for cash ceradidn of $ 345.4 million, net of cash acquiredth an additional $24.6 million of
consideration paid in the form of common stockveFaf the acquisitions were related to expandinggbobal Quickparts custom parts
services , two of the acquisitions were relateddoelerating our healthcare initiative, two of #degjuisitions were related to building
our 3D consumer and retail products and serviced, ane acquisition was related to our materialsiness. See Note 3 to the
Consolidated Financial Statements .

_2013acguisitions

We acquired eleven businesses in 2013 for cashdamasion of $162.3 million, net of cash acquiredth an additional $13.1 million
of consideration paid in the form of common stoEkur of the acquisitions were related to accelegatur 3D printer penetration
through new products and materials, three of tlggiiations were related to building our 3D consuraed retail products and services,
two of the acquisitions were related to expanding global Quickparts custom parts services and @aquisitions were rela ted to
reinventing the engineer s’ desktop.

2012 acquisitions

We acquired nine businesses in 2012 for cash cersidn of $183.7 million, net of cash acquiredttman additional $7.7 million of
consideration paid in the form of common stock. Tefdhe acquisitions were related to Quickparts@usparts services, three were
building blocks for our consumer growth initiative;o acquisitions were related to our printers bess, one was related to healthcare
solutions and one was related to our 3D authorahgti®ns initiative. In addition, we made deferqgarchase payments of $0.4 million
in connection with acquisitions completed in 2011.

Recent acquisition developments
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See Notes 3 and 2 5 to the Consolidate d FinaBtééments for a discussion of our recent acqoinsti
Cash flow from financing activities

We completed equity offerings netting $299.7 milli&272.1 million and $106.9 million of proceedgeafdeducting related expenses,
for the years ended 2014, 2013 and 2012, respéctivee Note 3 to the Consolidated Financial Statem

Net cash provided by financing activities increase308.6 million for the year ended 201 4 fron®82Z million in 20 13 . Net cash
provided by financing activities in 2 012 was $HLgillion. The 2014 cash provided by financing eitigs primarily resulted from
$299.7 million of net proceeds from the common lsigssuance and $7.7 million of share-based paymeangements. The 2013 cash
provided by financing activities primarily resultédm the $272.1 million of net proceeds from tlwnenon stock issuance and $26.0
million of tax benefits from share-based paymemargements. The 2012 cash provided by financigapily resulted from the
$106.9 million of net proceeds from th e commortktissuance and $4.4 million of stock-based comgtéms proceeds.

Off Balance Sheet Arrangements

We did not have any off balance sheet arrangenietsistence at December 31, 2014.

Contractual Commitments

Our principal commitments at December 31, 2014 isted of the capital lease on our Rock Hill fagilibperating leases, earnouts on

acquisitions and purchase obligations, which asewdised in greater detail below. Tables 12 andel@wsummarize our contractual
obligations as of December 31, 2014 .

Table 12
Years Ending December 31,

(Dollarsin thousands) 2015 2016-2017 2018-2020 Later Years Total
Capitalized lease obligatiol $ 1,112 $ 2223 $ 2,238 $ 9,252 $ 14,825
Nor-cancelable operating leas 10,006 15,609 10,269 7,531 43,415
Purchase obligatior 56,620 — — — 56,620
Earnouts on acquisitior 185 8,970 — — 9,155
Total $ 67,923 $ 26,802 $ 12,507 $ 16,783 $ 124,015

Debt and lease obligations
Debt

In November 2011, we issued $152.0 million of 5.58éfior convertible notes due December 2016. Thesnwere issued with an
effective yield of 5.96% based upon an originabéssliscount at 98.0%. The net proceeds from theaigse of these notes, after
deducting original issue discount and capitalizesiance costs of $6.6 million, amounted to $145ldom The net proceeds of the
notes were used to fund the acquisition of Z Cowb \didar and for general corporate purposes.

During the third quarte r of 2014, the remainin@ $1million of outstanding notes were conver tedlecting a loss of $1.8 million for
the year ended December 31, 2014, compared tosl@$skl1.3 million and $7.0 million , respectivefgr the years ended December
31, 2013 and 2012. As of December 31 , 2014, tisane outstanding balance for the n otes.

In October 2014 , we entered into a $150.0 milfiime-year revolving, unsecured credit facility wilBNC Bank, as Administrative
Agent, and certain other lenders. The agreemenpdees a revolving loan facility that provides fvances in the initial aggregate
principal amount of up to $150.0 million. Subjestdertain terms and conditions contained in theagent, the Company may, at its
option and subject to customary conditions, reqaashcrease in the aggregate principal amountablaiunder the credit facility b y
an additional $75.0 million. As of December 31, 20there is no outstanding balance on the credilitia

Leases

Our capitalized lease obligations include lease@gents that we entered into during 2006 with retsigeour Rock Hill facility and
lease agreements assumed in the LayerWise acqgnisiti
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In accordance with ASC 840 , “Leases,” we are a®ereid an o wner of the properties, therefore , eetrecorded $ 9.4 million and

$7.5 million at December 31, 2014 and 2013, re$pelgt as building in our ¢ onsolidated balance eethwith a corresponding

capitalized lease obligation in the liabilities S@c of the ¢ onsolidated b alance s heet. See Wdt® the C onsolidated F inancial S
tatements .

Our outstanding capitalized lease obligations atdbeber 3 1, 20 14 and December 31, 20 13 wefalaws:

Table 13
(Dollarsin thousands) 2014 2013
Capitalized lease obligations:
Current portion of capitalized lease obligations $ 529 % 187
Capitalized lease obligations, long term portion 8,905 7,277
Total capitalized lease obligations $ 9,434 $ 7,464

Capitalized lease obligations of $9.4 million atcBmber 31, 2014 increased from $7.5 million at Dewer 31, 2013 due to the
acquired $2.3 million of capital lease obligationsonnection with the LayerWise acquisition in thed quarter of 2014 , primarily
consisting of sale and leasebacks on laser-meitiaghines internally produced by LayerWise and usettheir business , partially
offset by scheduled payments of principal on cafgtsse installments.

We lease certain other facilities under non-carmelaperating leases expiring through 2024 . [Ehses are generally on a net-rent
basis, under which we pay taxes, maintenance anglance. We expect leases that expire to be renemweglaced by leases on other
properties . Rental expense for the years endsgfber 31, 2014, 2013 and 20 12 was $10.4 mil$6.9 million and $5.0 million ,

r espectively .

Other contractual commitments

The Company has supply commitments for printer rabsies that total $56.6 million and $41.1 millioh Becember 31, 2014 and
2013, respectively.

Certain of our acquisition purchase agreementsago®iarnout provisions under which the sellershef tacquired businesse s can earn
additional amounts. The total amount of liabilities orded for these earnouts is $9.2 million atédeber 31, 2014 compared to $5.6
million at December 31, 2013 . See Note 3 for detafiacquisiti ons and related commitments .

The minority interest shareholders of a certainsgliary have the right to require the Company tquére their ownership interest
under certain circumstances pursuant to a contthattangement and the Company has a similar peibro under the same contractual
terms. The amount of consideration under the pdtcafl rights is not a fixed amount, but rathedépendent upon various valuation
formulas and on future events, such as revenuegaoss margin performance of the subsidiary throtigh date of exercise, as
described in Note 22 . Management estimatespaaguthat the subsidiary owned by the Company atebwer 31, 2014, performs
over the relevant future periods at their forechgtarnings le vels, that these rights, if exercgisedld require the Company, in future
periods, to pay approximately $8.9 million to theners of such rights to acquire such ownershiprénggs in the relevant subsidiary.
This amount has been recorded as redeemable nooltingtinterests on the balance sheet at Decei®@bg?014 .

Indemnification

In the normal course of business we periodicalkgeeimto agreements to indemnify customers or sapphgainst claims of intellectual
property infringement made by third parties arisfrgm the use of our products. Historically, costtated to these indemnification
provisions have not been significant. We are un#éblestimate the maximum potential impact of thesemnification provisions on
our future results of operations.

To the extent permitted under Delaware law, we imaiéy our directors and officers for certain eveotoccurrences while the director
or officer is, or was, serving at our request ighsgapacity, subject to limited exceptions. The imaxn potential amount of future
payments we could be required to make under thresainification obligations is unlimited; howevere Wwave directors and officers
insurance coverage that may enable us to recougmefamounts paid, subject to a deductible antegblicy limits.
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We do not utilize any “structured debt,” “speciarpose” or similar unconsolidated entities for ldjty or financing purposes.
Financial instruments

We conduct business in various countries using Bwhfunctional currencies of those countries atigtrocurrencies to effect cross

border transactions. As a result, we are subjedhéorisk that fluctuations in foreign exchangeesabetween the dates that those
transactions are entered into and their respesgtdement dates will result in a foreign exchaggi or loss. When practicable, we

endeavor to match assets and liabilities in theesamnrency on our balance sheet and those of dusidiaries in order to reduce these
risks. We also, when we consider it to be approgrianter into foreign currency contracts to hedgposures arising from those

transactions.

We do not hedge for trading or speculative purpoared our foreign currency contracts are genergilyrt-term in nature, typically

maturing in 90 days or less. We have elected nptrépare and maintain the documentation to quétiffhedge accounting treatment
under ASC 815, “Derivatives and Hedging,” and tlfees we recognize all gains and losses (realizednoealized ) in interest and
other expense , net in our C onsolidated S tatesr@rihcome and Other Comprehensive Income .

Changes in the fair value of derivatives are raledrin interest and other expense, net, in our @iolaged Statements of Income and
Other Comprehensive Income. Depending on theinvaline at the end of the reporting period, derixetiare recorded either in prepaid
and other current assets or in accrued liabilitiesur C onsolidated B alance S heets.

The total impact of foreign currency related itemmsour Consolidated Statements of Income and Cdmepsive Income was a loss of
$5.7 million in 2014, a loss of $0.8 million in 2Bland a gain of $0. 1 million in 2012.

Critical Accounting Policies and Significant Estimdes

The discussion and analysis of our results of dfmera and financial condition set forth in this Fp0-K is based on our Consolidated
Financial Statements, which have been prepareddardance with U.S. generally accepted accountiiriples. The preparation of
these financial statements requires us to makiealriiccounting estimates that directly impact Gonsolidated Financial Statements
and related disclosures.

Critical accounting estimates are estimates that itweo criteria:

« The estimates require that we make assumptiong atetters that are highly uncertain at the timeetbigmates are ma
and

« There exist different estimates that could reasignabé used in the current period, or changes inestenates used ¢
reasonably likely to occur from period to periodttbof which would have a material impact on owgults of operatior
or financial condition

On an ongoing basis, we evaluate our estimatesudimg those related to stock-based compensatievenue recognition, the
allowance for doubtful accounts, income taxes, imwsges, goodwill and other intangible and longelivassets and contingencies. We
base our estimates and assumptions on historipariexce and on various other assumptions thatelievie are reasonable under the
circumstances, the results of which form the bfmisnaking judgments about the carrying valuesssfets and liabilities that are not
readily apparent from other sources. Actual resulty differ from these estimates under differestuagptions or conditions.

The following paragraphs discuss the items thabeleeve are the critical accounting policies md&aed by significant management
estimates and judgments. Management has discussepemiodically reviews these critical accountingligies, the basis for their
underlying assumptions and estimates and the natfucair related disclosures herein with the Auddn@nittee of the Board of
Directors.

Revenue recognition

Net revenue is derived primarily from the sale afducts and services. The following revenue redagnpolicies define the manner in
which we account for sales transactions.
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We recognize revenue when persuasive evidencesaleaarrangement exists, delivery has occurre@mices are rendered, the sales
price or fee is fixed or determinable and colleiiybis reasonably assured. Revenue generallyet®gnized net of allowances for

returns and any taxes collected from customerssahdequently remitted to governmental authorités.sell our products through our

direct sales force and through authorized resell&fes recognize revenue on sales to resellers airtteeof sale when the reseller has
economic substance apart from us, and we have ebadbbur obligations related to the sale .

We enter into sales arrangements that may proadeniultiple deliverables to a customer. Sales dfitprs may include ancillary
equipment, print materials, warranty on the equipin&raining and installation. We identify all gaodnd/or services that are to be
delivered separately under a sales arrangemeniabmchte revenue to each deliverable based onreittiedor-specific objective
evidence (“VSOE") or if VSOE is not determinablethwe use best estimated selling price ("‘BESP§aufh deliverable. We establish
VSOE of selling price using the price charged faletiverable when sold separately. The objectivBIBEP is to determine the price at
which we would transact a sale if the deliverabeswsold regularly on a stand-alone basis. We censdiltiple factors including, but
not limited to, market conditions, geographies, petitive landscape, and entity-specific factorshsas internal costs, gross margin
objectives and pricing practices when estimatingSBE Consideration in a multiple element arrangenierihen allocated to the
elements on a relative sales value basis usingret8OE or BESP for all the elements. We also etelthe impact of undelivered
items on the functionality of delivered items farch sales transaction and, where appropriate, defenue on delivered items when
that functionality has been affected. Functiogait determined to be met if the delivered prodwtservices represent a separate
earnings process .

Hardware

In general, revenues are separated between priatelother products, print materials, training E&, maintenance services and
installation services. The allocated revenue fahedeliverable is then recognized based on relddivesralues of the components of the
sale, consistent within the scope of Financial Aeting Standards Board (“FASB”) Accounting Standa@bdification (“ASC”) 605
Revenue Recognitian

Under our standard terms and conditions of sate, @nd risk of loss transfer to the customer attime product is shipped to the
customer and revenue is recognized accordinglgssntustomer acceptance is uncertain or signifmaligations remain. We defer the
estimated revenue associated with post-sale oldigathat are not essential to the functionalitythef delivered items, and recognize
revenue in the future as the conditions for reveregegnition are met.

Software

We also market and sell software tools that enablecustomers to capture and customize contengusin printers, as well as reverse
engineering and inspection software. The softwaksdot require significant modification or custeation. We apply the guidance in
ASC 985-605, Software-Revenue Recognition (“ASC"98b recognizing revenue when software is morentliacidental to the
product or service as a whole based on fair vatilgguwendor-specific objective evidence. Revenomfperpetual software licenses is
recognized either upon delivery of the product @iveéry of a key code which allows the customeadoess the software. In instances
where software access is provided for a trial gkri@venue is not recognized until the customerphashased the software at the
expiration of the trial period. We use the residuathod to allocate revenue to software licensgheainception of the license term
when VSOE of fair value for all undelivered elensrguch as maintenance, exists and all other revesuognition criteria have been
satisfied. In instances in which customers purehasst sale support, it is considered a separataesgit from the software and is
deferred at the time of sale and subsequently &wedrin future periods .

We also sell equipment with embedded software tocagtomers. The embedded software is not soldraeghyg it is not a significant

focus of the marketing effort and we do not proviest-contract customer support specific to théwsae or incur significant costs
that are within the scope of ASC 985. Additionalllge functionality that the software provides isrkegied as part of the overall
product. The software embedded in the equipmeinicidental to the equipment as a whole such thaf B85 is not applicable. Sales
of these products are recognized in accordanceA8th 605.25, “Multiple-Element Arrangements.”
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Services

Printers include a warranty under which we prowvidggintenance for periods up to one year, as weltaasing, installation and non-
contract maintenance services. We defer this podfahe revenue at the time of sale based onetlative fair value of these services.
Deferred revenue is recognized ratably accordintpecterm of the warranty. Costs associated withotligations during the warranty
period are expensed as incurred. After the inutiatranty period, we offer these customers optionaintenance contracts. Deferred
maintenance revenue is recognized ratably, onadghtrline basis, over the period of the contraahd costs ass ociated with these
contracts are recognized as incurred. Revenue tir@ining, installation and non-contract maintenaseevices is recognized at the time
of performance .

Quickparts sales are included within services reeesnd revenue is recognized upon shipment oreigliof the parts, based on the
terms of the sales arrangement.

Terms of sale

Shipping and handling costs billed to customersefifmipment sales and sales of print materialsradleded in product revenue in the
consolidated statements of income and other coreps#te income. Costs we incur associated with émgpgnd handling are included
in product cost of sales in the consolidated stateémof income and other comprehensive income.

Credit is extended, and creditworthiness is detesahi based on an evaluation of each customer’adiahcondition. New customers
are generally required to complete a credit apptinaand provide references and bank informatiorfawilitate an analysis of

creditworthiness. Customers with a favorable pedfilay receive credit terms that differ from our gahcredit terms. Creditworthiness
is considered, among other things, in evaluatingrelationship with customers with past due balance

Our terms of sale generally require payment wiinto 60 days after shipment of a product, althowghalso recognize that longer

payment periods are customary in some countriesemie transact business. To reduce credit risloimection with printer sales, we

may, depending upon the circumstances, requirefisigmt deposits prior to shipment and may retageeurity interest in a system sold
until fully paid. In some circumstances, we mayuieg payment in full for our products prior to simipnt and may require international
customers to furnish letters of credit. For maiatee services, we either bill customers on a tineraaterials basis or sell customers
service agreements that are recorded as defervedue and provide for payment in advance on eidimeannual or other periodic

basis .

Allowance for doubtful accounts

In evaluating the collectability of our accountse®able, we assess a number of factors, includisgecific customer’s ability to meet
its financial obligations to us, such as whetheustomer declares bankruptcy. Other factors incthédength of time the receivables
are past due and historical collection experieBased on these assessments, we record a resersgefofic customers as well as a
general reserve based on our historical experiéorcbad debts. If circumstances related to specitistomers change, or economic
conditions deteriorate such that our past collecégperience is no longer relevant, our estimattefrecoverability of our accounts
receivable could be further reduced from the lepetided for in the Consolidated Financial Statetae

Our estimate for the allowance for doubtful acceuelated to trade receivables is based on twoadstiThe amounts calculated from
each of these methods are combined to determinetdleamount reserved.

First, we evaluate specific accounts where we haf@mation that the customer may have an inabiliilymeet their financial
obligations (for example, aging over 90 days past or bankruptcy). In these cases, we use our jedgrbased on available facts and
circumstances, and record a specific reserve far ¢istomer against amounts due to reduce thevedteito the amount that is
expected to be collected. These specific resemesea- evaluated and adjusted as additional indtion is received that impacts the
amount reserved. Second, a general reserveaislisbied for all customers based on historicaleotibn and write-off experience.

Our estimate of the allowance for doubtful accodotsfinancing receivables is determined by evahgaspecific accounts for which
the borrower is past due mo re than 90 days, owfach we have information that the borrower mayubable to meet its financial
obligations (for example, bankruptcy). In theseesasve use judgment, based on the available féaxtscircumstances, and record a
specific reserve for that borrower against amoduois to reduce the outstanding receivable balantieetamount that is expected to be
collected. If there are any specific reserves, taeyre-evaluated and adjusted as additional irdtam is received that impacts the
amount reserved.

48



We also provide an allowance account for returdsdiscounts. This allowance is evaluated on a fipexicount basis. In addition, we
provide a general reserve for all customers the¢ mot been specifically identified based on histdrexp erience.

Our ba d debt expense increased to $8.7 millio20it4 from $5.0 million in 2013 and $3.0 million 2012 . The higher exp ense in
2014 was due to higher receivables related to &see revenue.

Our allowance for doubtful accounts increased #@.%hillion, or 6.1% of outstanding accounts reabie, at December 31, 2014 from
$8.1 million , or 6.2% of outstanding accounts reglele, at December 31, 201 3. Our accounts rebkvaver 90 days past due
increased to 16.7% in 2014 from 9.1% in 2013. Wkebe that our allowance for doubtful accounts isrigical accounting estimate
because it is susceptible to change and depengmmt events that may or may not occur and becawséntpact of recognizing
additional allowances for doubtful accounts mayrtzgerial to the assets reported on our balance ahddn our results of operations.

Income taxes

We and our domestic subsidiaries file a consoldiateS. federal income tax return. Our non-U.S. gliises file income tax returns in
their respective local jurisdictions. We provide ficcome taxes on those portions of our foreigrsgliiries’ accumulated earnings that
we believe are not reinvested indefinitely in tHaisiness es .

We account for income taxes under the asset ahditjamethod. Deferred income tax assets and liiéds are recognized for the
future tax consequences attributable to differehetaeen the financial statement carrying amouhéxisting assets and liabilities and
their respective tax bases and tax benefit canydods. Deferred income tax liabilities and assetsha end of each period are
determined using enacted tax rates.

We record deferred income tax assets arising femmporary differences between recorded net incondetaable net income when

and if we believe that future earnings will be gifent to realize the tax benefit. We provide dua#ion allowance for those

jurisdictions and on those deferred tax assets evtiex expiration date of tax benefit carryforwaodghe projected taxable earnings
indicate that realization is not likely.

Under the provisions of ASC 740, “Income TaxesA$C 740") a valuation allowance is required todstablished or maintained
when, based on currently available information atiter factors, it is more likely than not that@ila portion of a deferred income tax
asset will not be realized. ASC 740 provides timaingportant factor in determining whether a defdiirecome tax asset will be realized
is whether there has been sufficient income inregears and whether sufficient income is expeatefdture years in order to utilize
the deferred income tax asset.

We believe that our estimate of deferred incomeatsets and our maintenance of a valuation allosvagainst such assets are critical
accounting estimates because they are subjeantmaother things, an estimate of future taxabternme in the U.S. and in other non-
U.S. tax jurisdictions, which are susceptible tamde and dependent upon events that may or maycoot, and because the impact of
our valuation allowance may be material to the taggported on our balance sheet and in our resuitiperations.

The determination of our income tax provision isnpbex because we have operations in numerous tesdictions outside the U.S.
that are subject to certain risks that ordinarilguld not be expected in the U.S. Tax regimes inageijurisdictions are subject to
significant changes, which may be applied on aestiive basis. If this were to occur, our tax exggecould be materially different than
the amounts reported.

We periodically estimate the probable tax obligagiaising historical experience in tax jurisdicti@msl our informed judgment. There
are inherent uncertainties related to the integpi@t of tax regulations in the jurisdictions in ialin we transact business. The
judgments and estimates made at a point in time chayge based on the outcome of tax audits, asagethanges to, or further
interpretations of, regulations. Income tax expeissadjusted in the period in which these eventsugcand these adjustments are
included in our C onsolidated S tatements of Incamea Other Comprehensive Income . If such chargjeslace, there is a risk that
our effective tax rate may increase or decreas@ynperiod.
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Inventories

Inventories are stated at the lower of cost orealizable value, cost being determined predomitig on the first-in, first-out method.

Reserves for inventories are provided based storical experience and current product demand. iuentory reserve was $ 6.7
million at December 31, 20 14, compared with $4.i8ion at December 31, 2013 . We evaluate theqadey of these reserves
quarterly. Our determination of the allowance forentory reserves is subject to change becausebiised on management’s current
estimates of required reserves and potential adpr#s.

We believe that the allowance for inventory obstdese is a critical accounting estimate becausg susceptible to change and
dependent upon events that may or may not occurbanduse the impact of recognizing additional csmnce reserves may be
material to the assets reported on our balance ahden our results of operations.

Goodwill and other intangible and long-lived assets

We evaluate long-lived assets other than goodwill impairment whenever events or changes in cirtaimegs indicate that the
carrying value of an asset may not be recoverdbthe estimated future cash flows (undiscounted aithout interest charges) from
the use of an asset are less than the carrying valwrite-down would be recorded to reduce thetedl asset to its estimated fair value.

The annual impairment testing required by ASC 3%0tangibles — Goodwill and Other,” (“ASC 350”) equires us to use our
judgment and could require us to write down theryiag value of our goodwill and other intangiblesats in future periods. As
required by ASC 350 , we have allocated goodwilidentifiable geographic reporting units, which #éested for impairment using a
two-step process detailed in that statement. SeesN® and 7 to the Consolidated Financial Statesnefithe first step requires
comparing the fair value of each reporting unithadtur carrying amount, including goodwill. If thigtir value exceeds the carrying
amount, the second step of the process is notrejto be performed and no impairment charge igired to be recorded. If that fair
value does not exceed th e carrying amount, we peigorm the second step, which requires an allocatf the fair value of the
reporting unit to all assets and liabilities oftthait as if the reporting unit had been acquimeé ipurchase business combination and
the fair value of the reporting unit was the pusgharice. The goodwill resulting from that purchasiee allocation is then compared
to the carrying amount with any excess recordeahdasmpairment charge.

Goodwill set forth on the Consolidated Balance $hseof December 31, 20 14 arose from acquisitiansed out in 2014, 2013, 2012,
2011, 2010, 2009, and in years prior to 200@ .oodwill arising from acquisitions prior to 2007asvallocated to geographic reporting
units based on the percentage of SLS printers itetalled by geographic area. Goodwill arising fraequisitions since 2009 was
allocated to geographic reporting units based myghic dispersion of the acquired companies’ssatecapitalization at the time of
their acquisition.

Pursuant to the requirements of ASC 350 , we ageired to perform a valuation of each of our thgemgraphic reporting units
annually, or upon significant changes in our bussnenvironment. We conducted our annual impairraratysis in the fourth quarter
of 2014. To determine the fair value of each rdapgrunit we utilized discounted cash flows, usingfyears of projected unleveraged
free cash flows and terminal EBITDA earnings mlétip The discount rates used for the analysisateitea weighted average cost of
capital based on industry and capital structuresidfl for equity risk premiums and size risk premdlbased on market capitalization.
The discounted cash flow valuation uses projectiohduture cash flows and includes assumptions eoring future operating
performance and economic conditions and may diffen actual future cash flows. We also consideheddurrent trading multiples of
comparable publicly-traded companies and the hcstbpricing multiples for comparable merger andusition transactions that have
occurred in the industry. Under each fair value sneament methodology considered, the fair valueash reporting unit exceeded its
carrying value; a ccordingly, no goodwill impairntejustments were recorded on our Consolidatedrigal Sheet .

The control premium that a third party would belwg to pay to obtain a controlling interest in 38ystems Corporation was
considered when determining fair value. In additiactors such as the performance of competitore &iso considered.

Management concluded that there was a reasonadilefbathe excess of the estimated fair valugnefgeographic reporting units over
its market capitalization.
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The estimated fair value of the three geographpoming units incorporated judgment and the useesifmates by management.
Potential factors requiring assessment includerthdu or sustained decline in our stock price, arace in results of operations from
projections, and additional acquisition transadionthe industry that reflect a lower control prem. Any of these factors may cause
us to re-evaluate goodwill during any quarter tiglwaut the year. If an impairment charge was toaert for goodwill it would be a
non-cash charge and would not impact our cashipongit cash flows; however such a charge could laweaterial impact to equity
and the Consolidated Statement of Income and Cdrepsive Income.

There was no goodwill impairment for the years enBecember 31, 2014, 2013 or 2012.

We will evaluate the fair value of long-lived assit accordance with ASC 360, “Property, Plant Bgdipment” if events transpire to
indicate potential impairment. No impairment lesss recorded for the periods presented.

Determining the fair value of a reporting unit,angible asset or a long-lived asset is judgmenteliavolves the use of significant
estimates and assumptions. Management basesrit@afaé estimates on assumptions that it believegeasonable but are uncertain
and subject to changes in market conditions.

Stock-based compensation

ASC 718, “Compensation — Stock Compensation,” (“ABIB") requires the recognition of the fair valdestock-based compensation.
Under the fair value recognition provisions of ASC8, stock-based compensation is estimated atrtre date based on the fair value
of the awards expected to vest and recognized sner ratably over the requisite service periothefaward. See Note 14 to the
Conso lidated Financial Statements.

Contingencies

We account for contingencies in accordance with A&, “Contingencies ” (“ASC 450"). ASC 450 requiréhat we record an
estimated loss from a loss contingency when inféionaavailable prior to issuance of our financitdtements indicates that it is
probable that an asset has been impaired or @itljdihs been incurred at the date of the finansiatements and the amount of the loss
can be reasonably estimated. Accounting for costicges such as legal matters requires us to ugeagment.

Non-GAAP Measures

In addition to our results determined in accordanith U.S. GAAP, management use s certain non-GAiA&ncial measures, which
adjust net income and earnings per share , in a83gur operating performance. Management beketlreese non-GAAP financial
measures of adjusted net income and adjusted garpir share serve as useful measures in evaluhgngverall performance of our
business.

Management use s these non-GAAP financial meadarsupplement our C onsolidated F inancial Srtates presented on a GAAP
basis to facilitate a better understanding of thpdct that several significant, strategic acquisg&ihad on our ongoing financial results
and other non-cash factors .

These n on-GAAP financial measures are not preparextcordance with GAAP and may be different fraon-GAAP financial
measures used by other companies and they arecsubjénherent limitations as they reflect the of judgments by our
management about which c osts, expenses and ¢¢hes are excluded from our GAAP financial stateméntdetermining our non-
GAAP financial measures. We have sought to compgerfsa these limitations by analyzing current axgerted future results on a
GAAP basis as well as a non-GAAP basis and alsoptowiding GAAP measures as required in our publiscldsures and
reconciliations of our non-GAAP financial measut@®ur GAAP financial statements.

The presentation of non-GAAP financial informatinot meant to be considered in isolation or asulastitute for the directly
comparable financial performance or liquidity meaasuprepared in accordance with GAAP. The non-GAiABncial measures are
meant to supplement, and be viewed in conjunctiith,\AAP financial measures. We urge investorseigew the reconciliation of
our non-GAAP financial measures to the comparald\B financial measures included below, and notely on any single financial
measure to evaluate our business.
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As discussed in detail above, we report non-GAARsuees which adjust both net income and earningshmre by excluding the
impact of acquisition and severance expenses,ditinamortization, non-cash interest expense, casi stock-based compensation,
loss on convertible notes and net gain or | oséitigation and tax settl ements. We provide theursgd reconciliation of GAAP net
income and earnings per share to non-GAAP adjus¢¢édncome and adjusted earnings per share.Of®er Financial Information
above .

Recent Accounting Pronouncements

See Note 2 to our C onsolidated F inancial S tamesiecluded in this report for recently issuedasoting standards, including the
expected dates of adoption and expected impacirt€ @nsolidated F inancial S tatements upon adopti

Iltem 7A. Quantitative and Qualitative Disclosures about Marlet Risk

We are exposed to market risk from fluctuationsnberest rates, foreign currency exchange rates,cammodity prices, which may

adversely affect our results of operations andniiiel condition. We seek to minimize these risksotigh regular operating and

financing activities and, when we consider it todpgropriate, through the use of de rivative finaniostruments. We do not purchase,
hold or sell derivative financial instruments faading or speculative purposes .

Interest rates

Our exposure to market risk for changes in interatgts relates primarily to our cash and cash edpivs and revolving credit facility .
We seek to minimize the risk to our cash and caglivalents by investing cash in excess of our dpeganeeds in short-term, high-
quality instruments issued by highly creditworthiyaicia | institution s, corporations or governnserwith the amount of cash and
cash equivalents and revolving credit facility tieg maintained at December 31, 201 4 , a hypothetiterest rate change of 1
percentage point, or 100 basis point s, would lea$€..3 million effect on our financial positiondaresults of operations.

From time to time, we may use derivative finandr@truments, including interest rate swaps, collarsoptions, to manage our
exposure to fluctuations in interest rates. At Deber 31, 20 14 , we had no such financial instrusientstanding.

Foreign exchange rates

We transact business globally and are subjectste rassociated with fluctuating foreign exchandesiad49.1 % of our consolidated
revenue i s derived from sales outside the U.S."Besiness—Global Operations” above. This reversugenerated primarily from the
operations of our foreign sales subsidiaries irrthespective countrie s and surrounding geographéas and the operations of our
research and production subsidiary in Switzerlamd] is denominated in each subsidiary’s local fienet currency although certain
sales are denominated in other currencies, rattar the local functional currency. These subsid&incur most of their expenses
(other than intercompany expenses) in their logatfional currenc ies. These currencies includetralian Dollars, Brazilian Real ,
British Pounds, Chinese Yuan, Euros, Indian Rupeésrael i Shekel , Japanese Yen, Mexican PesathS¢orean Won , Swiss
Francs and Uruguayan Peso .

The geographic areas outside the U.S. in which pgraie are generally not considered to be higHlationary. Nonetheless, these
foreign operations are sensitive to fluctuationscinrency exchange rates arising from, among dthiegs, certain intercompany
transactions that are generally denominated in th @lars rather than in their respective functianarencies. Our operating results ,
as well as our assets and liabilities , are alfjestito the effects of foreign currency translatishen the operating results, assets and
liabilities of our foreign subsidiaries are transthinto U.S. d ollars in our Consolidated FinahSi@tements.

We and our subsidiaries conduct business in varamumtries using both the functional currenciesthaise countries and other
currencies to effect cross border transactionsaAssult, we and our subsidiaries are subject ¢origk that fluctuations in foreign
exchange rates between the dates that those tt@msaare entered into and their respective seétigrdates will result in a foreign
exchange gain or loss. When practicable, we enddavoatch assets and liabilities in the same oeyren our U.S. balance sheet and
those of our subsidiaries in order to reduce thisks. We also, when we consider it appropriatégreinto foreign currency contracts to
hedge exposures arising from those transactions.

We do not hedge for trading or speculative purpoaed our foreign currency contracts are generdilyrt-term in nature, typically

maturing in 90 days or less. We have elected nptrépare and maintain the documentation to quétiffhedge accounting treatment
under ASC 815, “Derivatives and Hedging,” and tfenes we recognize all gains and losses (realizednoealized ) in interest and
other expense , net in our C onsolidated S tatesrafrihcome and Comprehensive Income .
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As noted above, we may use derivative financiatrimsents, including foreign exchange forward cactsaand foreign currency
options, to fix or limit our exposure to currendydtuations. We do not hedge our foreign curreexgyosures in a manner that would
entirely eliminate the effects of changes in fonexchange rates on our consolidated net inconfessr.

At December 31, 201 4a hypothetical change of 10% in foreign currencghexge rates would cause approximately a $ 32.0
million change in revenue in our Consolidated Steget of Income and Comprehensive Inco me assunfiiogh&r variables were held
constant.

Commaodity prices

W e use various raw materials and energy productonjunction with our printer assembly and prirdtemnials blending processes.
Generally, we acquire such components at markeepr@nd do not use financial instruments to hedgenwodity prices. As a result,
we are exposed to market risks related to changesrmmodity prices of these components. At Decerie201 4 , a hypothetical
10% change in commodity prices for raw materialsulfocause approximately a $ 1.Gnillion change to cost of sales in our
Consolidated Statement of Income and Comprehetsogane.

Item 8. Financial Statements and Supplementary Data

Our Consolidated Financial Statements and theemlabtes, together with the Report of Independesgid®ered Public Accounting
Firm thereon, are set forth below on pages F-luiind=-40 are incorporated herein by reference .

Iltem 9. Changes in and Disagreements with Accountants on Acunting and Financial Disclosure

Not applicable.

Item 9A. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

Disclosure controls and procedures (as defined ule13a-15(e) and 15d-15(e) under the Securitiehd&hge Act of 1934, as
amended (“the Exchange Act”)) are controls and @daces that are designed to provide reasonableasssuthat information required
to be disclosed in the reports that we file or sitlumder the Exchange Act is recorded, processegdnsarized and reported within the
time periods specified in the SEC'’s rules and foramsl that such information is accumulated and conicated to our management,
including our Chief Executive Officer and Chief Rircial Officer, in a manner to allow timely decissoregarding required disclosures.

As of December 31, 201 4 , we carried out an evi@naunder the supervision and with the partidgrabf our management, including
our Chief Executive Officer and Chief Financial iO#fr, of the effectiveness of the design and opmradf our disclosure controls and
procedures (as defined in Rules 13a-15(e) and 5%e) bf the Exchange Act pursuant to Rules 13§e)%&nd 15d-15 (e) under the
Exchange Act. These controls and procedures wesigrisd to provide reasonable assurance that intf@meequired to be disclosed
in the reports that we file or submit under the liaxage Act is recorded, processed, summarized grutteel within the time periods

specified in the SEC’s rules and forms and thah soformation is accumulated and communicated taagament, including our Chief
Executive Officer and Chief Financial Officer, innaanner to allow timely decisions regarding recaiicisclosures. Based on this
evaluation, including an evaluation of the rulefemed to above in this Item 9A , management t@ascleded that our disclosure
controls and procedures were effective as of Deeerli, 201 4 to provide reasonable assurance tifi@tmation required to be

disclosed in the reports that we file or submitemithe Exchange Act is recorded, processed, sumethand reported within the time
periods specified in the SEC’s rules and forms tuadl such information is accumulated and commueit& management, including
our Chief Executive Officer and Chief Financial i0éfr, in a manner to allow timely decisions regagdiequired disclosures.

Management’s Report on Internal Control over Finangal Reporting

Our management is responsible for establishing raathtaining adequate internal control over finahc@gporting, as such term is

defined in Rules 13a-15(f) and 15d-15(f) underExehange Act. Internal control over financial repy is a process designed under
the supervision of our principal executive and gipal financial officers to provide reasonable aasae regarding the reliability of

financial reporting and the preparation of finahsi@tements for external purposes in accordante agicounting principles generally

accepted in the United States of America.
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Our internal control over financial reporting ispported by written policies and procedures thatgderto the maintenance of records
that, in reasonable detail, accurately and faielject the transactions and dispositions of oue@sprovide reasonable assurance that
transactions are recorded as necessary to permiprisparation of financial statements in accordamith accounting principles
generally accepted in the United States of Amednd that our receipts and expenditures are beingenasd recorded only in
accordance with authorizations of our managemedtpaavide reasonable assurance regarding the piemeor timely detection of
unauthorized acquisition, use or disposition of @ssets that could have a material effect on oanfiial statements.

In connection with the preparation of this FormKLOwith the participation of our Chief Executivefidér and Chief Financial Officer,
we conducted an evaluation of the effectivenessuofinternal control over financial reporting asécember 31, 201 4 based on the
criteria established in Internal Control—Integrate@mework issued by the Committee of Sponsoringg@irations of the Treadway
Commission in 2013 (“COSO”). Our assessment inaluale evaluation of the design of our internal cointver financial reporting and
testing of the operational effectiveness of ouerinél control over financial reporting. Based ois #valuation, our management has
concluded that our internal control over financggorting was effective as of December 31, 201 4 .

Because of its inherent limitations, a system &érimal control over financial reporting can provioldy reasonable assurance and may
not prevent or detect misstatements. In additioojeptions of any evaluation of effectiveness ttufa periods are subject to the risks
that controls may become inadequate because ofjelan conditions and that the degree of compliavittethe policies or procedures
may deteriorate.

BDO USA, LLP, the in dependent registered publiccamting firm who audited our C onsolidated F iriah& tatements included in
this Form 10-K, has issued a report on our intecoatrol over financial reporting, which is incled in Item 8 of this Form 10-K.

Changes in Internal Controls over Financial Reporthg

There were no changes in our internal control dwancial reporting (as defined in Rules 13a -15¢iyl 15d-15(f) under the Exchange
Act) during the quarter ended December 31, 201a4 nhaterially affected, or are reasonably likelyntaterially affect, our internal
control over financial reporting.

Iltem 9B. Other Information

None .
PART Il

Item 10. Directors, Executive Officers and Corporate Governace

The information required in response to this Iteith lve set forth in our Proxy Statement for our ZDAnnual Meeting of Stockholders
under the captions “Election of Directors,” “Corptg Governance Matters,” “Section 16(a) Benefid@nership Reporting
Compliance,” “Corporate Governance Matters—CodeéCohduct and Code of Ethics,” “Corporate Governakiztters—Corporate
Governance and Nominating Committee,” and “Corpgofabvernan ce Matters—Audit Committee.” Such infation is incorporated
herein by reference.

Iltem 11. Executive Compensation

The information in response to this Item will be &&th in our Proxy Statement for our 201 5 Annlvieting of Stockholders under
the captions “Director Compensation,” “Executiven@ensation,” “Corporate Governance Matters—Compears&ommittee,” and
“Executive Compensation—Compensation Committee Ré@uch information is incorporated herein byereice.

Item 12. Security Ownership of Certain Beneficial Owners andvianagement and Related Stockholder Matters

Except as set forth below, the information requirecesponse to this Item will be set forth in &uoxy Statement for our 2015 Annual
Meeting of Stockholders under the caption “Secu@itynership of Certain Bene ficial Owners and Mamagget.” Such information is
incorporated herein by reference.

Equity Compensation Plans

The following table summarizes information abowt #quity securities authorized for issuance undercompensation plans as of
December 31, 201 4. For a description of thésesp please see Note 14 to the ConsolidatedEimisStatements.
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Number of securities to be issue
upon exercise of outstanding  Weighted average exercise price Number of securities remaining
stock options, warrants and of outstanding options, warrantsavailable for future issuance unde
(Dollarsin thousands) rights and rights equity compensation plans

Plan Category

Equity compensation plans approved by

stockholder — % — 377

Equity compensation plans not approved by

stockholders — — —
Total — $ — 377

Item 13. Certain Relationships and Related Transactions an®irector Independence

The information required in response to this Iteith lve set forth in our Proxy Statement for our ZDAnnual Meeting of Stockholders
under the caption s “Corporate Governance Mattergeeidr Independence” and “Corporate Governancetdviat— Related Party
Transaction Policies and Proced ures.” Such inftionas incorporated herein by reference.

Item 14. Principal Accounting Fees and Services

The information in response to this Item will be f&eth in our Proxy Statement for our 201 5 AahMeeting of Stockholders under
the caption “Fees of Independent Regis tered Pédounting Firm.” Such information is incorporateerein by reference.

PART IV
Item 15. Exhibits, Financial Statement Schedules

(@)(3) Exhibits
The following exhibits are included as part of tfiimg and incorporated herein by this referer

3.1 Certificate of Incorporation of Registrant. (Incorpted by reference to Exhibit 3.1 to FormB filed on August 1¢
1993, and the amendment thereto, filed on ForB/&\ on February 4, 1994.)

3.2 Amendment to Certificate of Incorporation filed dviay 23, 1995. (Incorporated by reference to Exi8b# tc
Registrant’s Registration Statement on Forr28A, filed on May 25, 1995.)

3.3 Certificate of Designation of Rights, Preferencesl @rivileges of Preferred Stock. (Incorporated rbference t
Exhibit 2 to Registrant’s Registration Statementonm 8-A filed on January 8, 1996.)

3.4 Certificate of Designation of the Series B Con#etiPreferred Stock, filed with the Secretary citStof Delaware ¢
May 2, 2003. (Incorporated by reference to Exi8hlt to Registrant’s Current Report on Formlig, filed on May 7
2003.)

3.5 Certificate of Elimination of Series A Preferredb&t filed with the Secretary of State of DelawareMarch 4, 200«

(Incorporated by reference to Exhibit 3.6 of Regists Annual Report on Form 18K for the year ende
December 31, 20083, filed on March 15, 20(

3.6 Certificate of Elimination of Series B Preferrecb&kt filed with the Secretary of State of Delaware June 9, 200
(Incorporated by reference to Exhibit 3.1 of Ragist's Current Report on Form-&, filed on June 9, 2006.)

3.7 Certificate of Amendment of Certificate of Incorptipn filed with Secretary of State of Delaware May 19, 2004
(Incorporated by reference to Exhibit 3.1 of thegREant’'s Quarterly Report on Form 3@ for the quarterly peric
ended June 30, 2004, filed on August 5, 20

3.8 Certificate of Amendment of Certificate of Incorptipn filed with Secretary of State of Delaware May 17, 200
(Incorporated by reference to Exhibit 3.1 of thegR&ant's Quarterly Report on Form 3@ for the quarterly peric
ended June 30, 2005, filed on August 1, 20
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3.9

3.10

3.11

3.12

3.13

4.1*

4.2*

43*

4.4*

4.5*

4.6*

4.7*

4.8*

4.9%

4.10

4.11

10.1

10. 2

Certificate of Amendment of Certificate of Incorption filed with the Secretary of State of Delaware October °
2011. (Incorporated by reference to Exhibit 3.Ftom ¢K filed on October 7, 2011

Certificate of Designations, Preferences and RigfitSeries A Preferred Stock, filed with the Semngtof State ¢
Delaware on December 9, 2008. (Incorporated byreafe to Exhibit 3.1 of Registrant’s Current RegortForm 8K,
filed on December 9, 200¢

Certificate of Elimination of Series A Preferredb&ki filed with the Secretary of State of DelawareMovember 1-
2011. (Incorporated by reference to Exhibit 3.Feom ¢-K filed on November 15, 2011

Certificate of Amendment of Certificate of Incorption filed with the Secretary of State of DelawareMay 21, 201.
(Incorporated by reference to Exhibit 3.1 of thggR&an’s Current Report on Forn-K filed on May 22, 2013.

Amended and Restated ByLaws. (Incorporated by reference to Exhibit 3.1tleé Registrant’s CurrerReport ol
Form 8-K, filed on February 17 , 2015.)

Amended and Restated 2004 Incentive Stock Plambdbydstems Corporation (Incorporated by referendextoibit 4.1
to the Registra’s Amendment No.1 to Registration Statement on F&-8, filed May 20, 2009.

Amended and Restated 2004 Incentive Stock Plabd@yastems Corporation (Incorporated by referendexaibit 10.-
to the Registra’s Current Report on Forn-K, filed February 5, 2015

Form of Restricted Stock Purchase Agreement for IByees. (Incorporated by reference to Exhibit 402 the
Registrant’s Registration Statement on Forr8Sfiled on May 19, 2004.)

Form of Restricted Stock Purchase Agrestnfor Officers. (Incorporated by reference to Bih.3 to the Registrard’
Registration Statement on Form-8, filed on May 19, 2004.)

Form of Restricted Stock Purchase Agredm(&mcorporated by reference to Exhibit 10.3 te Begistrant’s Current
Report on Form-K, filed on February 5, 2015

Form of Restricted Stock Unit Purchasgreement. (Incorporated by reference to Exhibi2110. the Registrant’
Current Report on Formr-K, filed on February 5, 2015

Restricted Stock Plan for NonEmployee Directors of 3D Systems Corporation. (fpooated by reference
Exhibit 4.4 to the Registrant’'s Registration Statatron Form S8, filed on May 19, 2004.)

Amendment No. 1 to Restricted Stock FlanNon-Employee Directors. (Incorporated by reference xbilt 10.1 tc
the Registrant’'s Quarterly Report on Form-1D for the quarterly period ended June 30, 200&d fdn August 1, 200t

Form of Restricted Stock Purchase Agreement for Nemployee Directors. (Incorporated by reference xbikit 4.5
to the Registrant’s Registration Statement on F8rB, filed on May 19, 2004.)

Indenture, dated asf November 22, 2011, by and between 3D Systemgdzation and Wells Fargo Bank, Natic
Association, as Trustee (incorporated by refereéadexhibit 4.1 to Form 8-K filed on November 22,120.)

Specimen Common Stock Certificate. (Incorporatedréference to Exhibit 4.1 to the RegistranRegistratio
Statement on Form-3 (No. 33:--182065) filed on June 12, 201:

Patent License Agreement dated December 16, 1988dypetween 3D Systems, Inc., NTT Data CMET, &mgl NT1
Data Corporation. (Incorporated by reference toikxi0.56 to Registrant's Annual Report on Form- for the
year ended December 31, 1998, filed on March 329

Lease Agreement dated February 8, 2008eka the Registrant and KDCarolina Investments 3, LP. (Incorpore
by reference to Exhibit 99.1 to Registrant’s Cuti@aport on Form 8K, filed on February 10, 2006.)
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10. 4

10.5

10.6

10.7

10.8*

10.9*

10.10*

1011~

1012~

10.13*

10.14

141

14.2

211

23.1

First Amendment to Lease Agreement dAtggust 7, 2006 between the Registrant and KCdtelina Investments
LP. (Incorporated by reference to Exhibit 10.1 efitrant’s Current Report on Form-E, filed on August 14, 2006.)

Second Amendment to Lease Agreement effective @ctdber 6, 2006 to Lease Agreement dated Feb8ja2@0¢
between 3D Systems Corporation and KD&rolina Investments 3, LP. (Incorporated by refeesto Exhibit 10.1 «

Registrant’s Current Report on Form-R, filed on October 10, 2006.)

Third Amendment to Lease Agreement effective aB@fember 18, 2006 to Lease Agreement dated Feb8,@Q0¢
between 3D Systems Corporation and KD&rolina Investments 3, LP. (Incorporated by refeesto Exhibit 10.1 «

Registrant’s Current Report on Form:-g, filed on December 20, 2006.)

Fourth Amendment to Lease Agreement effective dSediruary 26, 2007 to Lease Agreement dated Feb8,&00¢
between 3D Systems Corporation and KB&rolina Investments 3, LP. (Incorporated by refeesto Exhibit 10.1 ¢

Registrant’s Current Report on Form+-Rg, filed on March 1, 2007.)

Fifth Amendment to Lease Agreement effective asvafch 17, 2011 to Lease Agreement dated Februa08¢
between 3D Systems Corporation and KD@rolina Investments 3, LP. (Incorporated by r=fiee to Exhibit 10.1
Form &K filed on March 18, 2011

Employment Letter Agreement, effective September2D®3, by and between Registrant and Abraham hheetal
(Incorporated by reference to Exhibit 10.1 to Regi®’s Current Report on Form-&, filed on September 22, 2003.)

Agreement, dated December 17, 2003, by and betvirRamgistrant and Abraham N. Reichental. (Incorporatg
reference to Exhibit 10.43 to Registrant's Amendmbio. 1 to Registration Statement on Form-$, filed or
January 21, 2004

First Amendment to Employment Agreement, dated 2dly2007, by and between Registrant and Abraha
Reichental. (Incorporated by reference to Exhibitllto Registrant’s Quarterly Report on Form-1D for the quarterl
period ended June 30, 2007, filed on August 6, (

Charles W. Hull consulting arrangem@ntorporated by reference to Exhibit 10.1 of Registrants Quarterly Repa
on Form 1+-Q filed on July 29, 2010

Kevin P. McAlea severance arrangenfiaorporated by reference to Exhibit 10.1 of tregRtrants Quarterly Repa
on Form 1+-Q filed on July 29, 2010

Transition Agreement, dated March 28, 2014, by abetween 3D Systems Corporation and Da
Gregoire. (Incorporated by reference to Exhibit116f the Registrant's Current Report on Forri,&iled on Marct
31, 2014,

Credit Agreement, dated as of October 10, 2014,ngn8D Systems Corporation, the Guarantors partsetbe PN(
Bank, National Association, as Administrative AgeRINC Capital Markets LLC, as Sole Lead Arranged &ol¢
Bookrunner, HSBC Bank USA, N.A., as Syndication Ageand the other lender'party thereto. (Incorporated
reference to Exhibit 10.1 of Registr’s Current Report on Forn-K filed on October 14, 2014

Code of Conduct , as amended effectivefddovember 30, 2006 (Incorporated by referenc&xhibit 99.10f the
Registrant’s Current Report on Form-R, filed on December 1, 2006. )

3D Systems Corporation Code of Ethics for Senioakcial Executives and Directors. (Incorporatedrdfrence t
Exhibit 14.2 of the Registrant’'s Annual Report ooria 10 -K for the year ended December 31, 2003, filec
March 15, 2004.

Subsidiaries of Registrar

Consent of Independent Registered Public Accouriing datecFebruary26, 2015 .

57



311 Certification of Principal Executive Officer Pursudo Section 302 of the Sarbanedxley Act of 2002, dated Febru:
26, 2015.

31.2 Certification of Principal Financial Officer Pursuao Section 302 of the Sarbanedxley Act of 2002, dated Febru:
26, 2015.

321 Certification of Principal Executive Officer pursuao Section 906 of the Sarbane3xley Act of 2002, dated Februi
26, 2015.

32.2 Certification of Principal Financial Officer purguato Section 906 of the Sarbane3xley Act of 2002, dated Febru:
26, 2015.

101.INS XBRL Instance Document
101.SCH XBRL Taxonomy Extension Scheme Docum
101.CAL XBRL Taxonomy Extension Calculation Linkbase Docuntr

101.DEF XBRL Taxonomy Extension Definition Linkbase Docum
101.LAB XBRL Taxonomy Extension Label Linkbase Docum

101.PRE XBRL Taxonomy Extension Presentation Linkbase Doenin
*  Management contract or c ompensatory plan or aeraegt
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{the Securities Exchange Act of 1934, the Regidthas duly caused this report to
be signed on our behalf by the undersigned, théoeduly authorized.

3D Systems Corporatic
By: /s/ ABraHAM N. R EICHENTAL

Abraham N. Reichent:
President and Chief Executive Offic

Date: February26, 2015

Pursuant to the requirements of the Securities &xgl Act of 1934, this report has been signed bélgwhe following persons on
behalf of registrant and in the capacities andhendates indicated.

Signature Title Date
/sl ABRAHAM N. REICHENTAL Chief Executive Officer, President and Direc February 26, 201
Abraham N. Reichenti (principal executive fficer)
/sl THEODORE A. HULL Executive Vice President and Chief Financial Offi February 26, 201
TheodoreA. Hull (principal financial officer,
/sl CHARLES W. HULL Executive Vice President, Chief Technolc February 26, 201
Charles W. Hul Officer and Directo
[s/ DAVID R. STYKA Vice President and Chief Accounting Offic February 26, 201
David R. Styka (principal accounting officer)
/sl G. WALTER LOEWENBAUM, I Chairman of the Board of Directc February 26, 201
G. Walter Loewenbaum,
/s/ JIM D. KEVER Director February 26, 201
Jim D. Kever
[s/ KEVIN S. MOORE Director February 26, 201

Kevin S. Moore

/s DANIEL S. VAN RIPER Director February 26, 201
Daniel S. Van Ripe

/sl WILLIAM E. CURRAN Director February 26, 201
William E. Curran

/sl KAREN E. WELKE Director February 26, 201
Karen E. Welke

/s/ PETER H. DIAMANDIS Director February 26, 201
Peter H. Diamandi

[s/ WILLIAM D. HUMES Director February 26, 201
William D. Humes
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Stockholders and Board of Directors
3D Systems Corporation
Rock Hill, South Carolina

We have audited 3D Systems Corporation and itsidiabes’ (the “Company”) internal control over &ncial reporting as of
December 31, 201 4 , based on criteria establigimédternal Control — Integrated Framework (2013sued by the Committee of
Sponsoring Organizations of the Treadway Commissiofthe COSO criteria). 3D Systems Corporationanagement is responsible
for maintaining effective internal control over dimcial reporting and for its assessment of thectéffeness of internal control over
financial reporting, included in the accompanyitigfn 9A, Management’s Report on Internal Contradrokinancial Reporting.” Our
responsibility is to express an opinion on the Canys internal control over financial reporting bdson our audit.

We conducted our audit in accordance with the stedelof the Public Company Accounting Oversight lo@nited States). Those
standards require that we plan and perform thetaodobtain reasonable assurance about whethectigfeinternal control over
financial reporting was maintained in all mateniabpects. Our audit included obtaining an undedétgnof internal control over
financial reporting, assessing the risk that a nelteveakness exists, and testing and evaluatiagl#sign and operating effectiveness
of internal control based on the assessed risk.a@dit also included performing such other procedwas we considered necessary in
the circumstances. We believe that our audit pex/@ reasonable basis for our opinion.

A company'’s internal control over financial repogiis a process designed to provide reasonableaassuregarding the reliability of
financial reporting and the preparation of finahsi@mtements for external purposes in accordante génerally accepted accounting
principles. A company’s internal control over fimgal reporting includes those policies and proceduthat (1) pertain to the
maintenance of records that, in reasonable detedurately and fairly reflect the transactions a@igpositions of the assets of the
company; (2) provide reasonable assurance thagactions are recorded as necessary to permit atépaof financial statements in
accordance with generally accepted accounting iples; and that receipts and expenditures of thepamy are being made only in
accordance with authorizations of management amectdirs of the company; and (3) provide reasonasigurance regarding
prevention or timely detection of unauthorized asitjion, use, or disposition of the company’s asdkat could have a material effect
on the financial statements.

Because of its inherent limitations, internal cohtrver financial reporting may not prevent or detaisstatements. Also, projections
of any evaluation of effectiveness to future pesiade subject to the risk that controls may becoradequate because of changes in
conditions, or that the degree of compliance withpolicies or procedures may deteriorate.

In our opinion, 3D Systems Corporation did maintamall material respects, effective internal cohbver financial reporting as of
December 31, 201 4, based on the COSO criteria.

We also have audited, in accordance with the stasdaf the Public Company Accounting Oversight Bo#dnited States), the
consolidated balance sheets of 3D Systems Corporaiid its subsidiaries as of December 31, 201426013 , and the related
consolidated statements of income and compreheirstegne, stockholders’ equity and cash flows focheaf the three years in the
period ended December 31, 201 4 and our reptetideebruary 26 , 201 5 expressed an unquabifétion thereon.

/s/ BDO USA, LLP

BDO USA, LLP
Charlotte, North Carolina
February 26 , 201 5



REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Stockholders and Board of Directors of
3D Systems Corporation
Rock Hill, South Carolina

We have audited the accompanying consolidated balaheets of 3D Systems Corporation and its swbidi(the “Company”) as of

December 31, 20 14 and 20 13 and the relatedotidated statements of income and comprehensoa@nrie, stockholders’ equity

and cash flows for each of the three years in #reog ended December 31, 20 14 . These finan@#drsients are the responsibility of
the Company’s management. Our responsibility Bxgress an opinion on these financial statemerstscban our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting Oversighamio(United States). Those
standards require that we plan and perform thet éodibtain reasonable assurance about whethdinidwecial statements are free of
material misstatement. An audit includes examinomya test basis, evidence supporting the amounttsd&closures in the financial
statements, assessing the accounting principles arse significant estimates made by managementielisas evaluating the overall
financial statement presentation. We believe thatadits provide a reasonable basis for our opinio

In our opinion, the C onsolidated F inancial Snatats referred to above present fairly, in all mateespects, the financial position of
3D Systems Corporation and its subsidiaries aseafeihber 31, 20 14 and 20 13 and the results operations and its cash flows
for each of the three years in the period endeceBder 31, 20 14 in conformity with accounting pijihes generally accepted in the
United States of America.

We have also audited, in accordance with the stasdaf the Public Company Accounting Oversight Bo#dnited States), the
Company’s internal control over financial reporting of December 31, 20 14 , based on criteria kshiald in Internal Control—
Integrated Framework (20133sued by the Committee of Sponsoring Organizatadrthe Treadway Commission in (COSO ) and our
report dated February 26 , 201 5 expressed an lifieda@pinion thereon.

/s/ BDO USA, LLP

BDO USA, LLP
Charlotte, North Carolina
February 26, 201 5
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3D Systems Corporation
Consolidated Balance Sheets
As of December 31, 20 14 and 20 13

December 31,

December 31,

(in thousands, except par value) 2014 2013
ASSETS
Current assets:
Cash and cash equivale! $ 284,862 $ 306,31€
Accounts receivable, net of allowance for doub#ittounts 0$10,300(2014) anc$8,133(2013) 168,441 132,121
Inventories, ne 96,645 75,148
Prepaid expenses and other current a: 15,769 7,203
Current deferred income tax as 14,973 6,067
Total current asse 580,69C 526,855
Property and equipment, r 81,881 45,208
Intangible assets, n 251,561 141,70¢
Goodwill 589,537 370,06€
Long term deferred income tax as 816 548
Other assets, n 21,485 13,470
Total asset $ 1,525,97C $ 1,097,85¢€
LIABILITIES AND EQUITY
Current liabilities:
Current portion of debt and capitalized lease a@ioms $ 684 $ 187
Accounts payabl 64,378 51,729
Accrued and other liabilitie 44,219 28,430
Customer deposit 6,946 5,466
Deferred revenu 32,264 24,644
Total current liabilities 148,491 110,45€
Long term portion of capitalized lease obligatis 8,905 7,277
Convertible senior notes, n — 11,416
Long term deferred income tax liabilit 30,679 19,714
Other liabilities 34,898 15,201
Total liabilities 222,973 164,064
Redeemable noncontrolling intere 8,877 —
Stockholder’ equity:
Common stock, $0.001 par value, authorized 220,6l6éres; issued 112,233 (2014) and
103,818(2013) 112 104
Additional paic-in capital 1,245,462 866,552
Treasury stock, at cos709shares (2014) ar600 shares (201z (374, (286,
Accumulated earning 72,124 60,487
Accumulated other comprehensive income (It (24,406 5,789
Total 3D Systems Corporation stockholders' eq 1,292,91¢ 932,64€
Noncontrolling interest 1,207 1,146
Total stockholderl equity 1,294,12¢ 933,792
Total liabilities, redeemable noncontrolling intstsand stockholde’ equity $ 1,52597C $ 1,097,85€

See accompanying notes to consolidated finanagstents.
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3D Systems Corporation
Consolidated Statements of Income and Comprehersi Income
Years Ended December 31, 201 4, 20 13 and 20 12

(in thousands, except per share amounts) 2014 2013 2012
Revenue
Products $ 442,198 356,032 $ 229,98C
Services 211,454 157,368 123,653
Total revenue 653,652 513,400 353,633
Cost of sales
Products 223,991 159,628 105,286
Services 112,227 86,178 67,151
Total cost of sale 336,218 245,806 172,437
Gross profil 317,434 267,594 181,196
Operating expense
Selling, general and administrati 215,724 143,244 97,422
Research and developm 75,395 43,489 23,203
Total operating expens: 291,119 186,733 120,625
Income from operatior 26,315 80,861 60,571
Interest and other expense, 8,928 16,855 17,292
Income before income tax 17,387 64,006 43,279
Provision for income taxe 5,441 19,887 4,338
Net income 11,946 44,119 38,941
Net income attributable to noncontrolling intere (309 (12) —
Net income attributable to 3D Systems Corpora $ 11,637 44,107 $ 38,941
Other comprehensive income (los
Pension adjustments, net of tax$515(2014),$78(2013) anc$316(2012) $ (1,135 (168, $ (714,
Foreign currency translation gain (loss) attriblgetb 3D Systems Corporatic (29,183 1,968 1,640
Liguidation of no-US entity — 173 —
Total other comprehensive income (lo (30,318 1,973 926
Comprehensive income (los (18,681 46,080 39,867
Foreign currency translation (gain) loss attribiggb noncontrolling interes 123 (50) —
Comprehensive income (loss) attributable to 3D &ystCorporatiol $ (18,558 46,030 $ 39,867
Net income per share available to 3D Systems constawkholder— basic and dilute:$ 0.11 045 §$ 0.48

See accompanying notes to consolidated finanagstents.



3D Systems Corporation
Consolidated Statements of Stockholders’ Equity
Years Ended December 31, 2014, 2013 and 2012

Treasury
Common Stock Stock
Accumulated Total 3D Systems Equity
Par Other Corporation Attributable to Total
Value Additional Paid In Accumulated Comprehensive Stockholders'  Noncontrolling  Stockholders'
(In thousands, except par value) Shares  $0.001 Capital Shares Amount  Earnings Income (Loss) Equity Interests Equity
Balance at December 31, 201 50,975% 51 $ 274,542324%(214%$(22,531$% 2,940 254,788% — 254,788
Exercise of stock optior 1,055 1 3,903 — — — — 3,904 — 3,904
Tax benefits from share-based payment
arrangement — — 1,514 — — — — 1,514 — 1,514
Issuance (repurchase) of restricted stock 524 1 524 31 (26) — — 499 — 499
Issuance of common sto 4,151 4 106,885 — — — — 106,889 — 106,88¢
Issuance of stock for 5.50% senior conver
notes 2,845 3 60,079 — — — — 60,082 — 60,082
Issuance of stock for acquisitio 294 —(a) 7,672 — — — — 7,672 — 7,672
Stock-based compensation expel 11 — 5118 — — — — 5,118 — 5,118
Net income —_ — —_ — — 38,941 — 38,941 — 38,941
Pension adjustmel —_ — —_ — — — (714, (714, — (714
Foreign currency translation adjustm = = = = = G 1,640 1,640 — 1,640
Balance at December 31, 201 59,855% 60 $ 460,237355%(240% 16,410 3,866 $ 480,333% —$ 480,333
Tax benefits from share-based payment
arrangement — = 26,038 — — = — 26,038 — 26,038
Issuance (repurchase) of restricted stock 1,001 1 947 68 (46) — — 902 — 902
Issuance of stock for 5.50% senior conver
notes 4,675 5 80,749 — — — — 80,754 — 80,754
Common stock spli 30,867 31 ar7rarv — (30) — (176, — (176
Issuance of stock for acquisitio 293 — 13,131 — — — — 13,131 — 13,131
Issuance of stock for equity rai 7,112 7 272,068 — — — — 272,076 — 272,076
Stock-based compensation expel 15 — 13,558 — — — — 13,558 — 13,558
Net income — — —_ — — 44,107 — 44,107 12 44,119
Noncontrolling interest for busine
combinations —_ — —_ — — — — — 1,084 1,084
Pension adjustme — — _ - — — (168; (168; — (168
Liquidation of nol-US entity —_ — —_ — — — 173 173 — 173
Foreign currency translation adjustm — — — — — — 1,918 1,918 50 1,968
Balance at December 31, 2013 103,818%104 $ 866,552600%(286)% 60,487% 5,789 $ 932,646% 1,146% 933,792
Tax benefits from share-based payment
arrangement —_ — 7,653 — — — — 7,653 — 7,653
Issuance (repurchase) of restricted stock 1,152 1 1,983109 (88) — — 1,896 — 1,896
Issuance of stock for 5.50% senior conver
notes, net of taxe 877 1 12,133 — — — — 12,134 — 12,134
Issuance of stock for acquisitio 436 — 24,625 — — — — 24,625 — 24,625
Issuance of stock for equity rai 5950 6 299,723 — — — — 299,729 — 299,72¢
Stock-based compensation expel —_ — 32,793 — — — — 32,793 — 32,793
Net income — — —_ — — 11,637 — 11,637 309 11,946
Noncontrolling interests for busine
combinations — = — = = = — — (125] (125;
Pension adjustme — — _ - — — (1,135 (1,135 — (1,135
Foreign currency translation adjustm - = — — (29,060 (29,060 (123, (29,183

Balance at December 31, 201

112,233$112

$1,245,462709%$ (374% 72,124% (24,4060$ 1,292,91¢8  1,207$ 1,294,12¢

@ Amounts not shown due to rounding.
(b)
oreign currency translation loof $22,195.
See accompanying notes to consolidated finan@édistents.
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3D Systems Corporation
Consolidated Statements of Cash Flows
Years Ended December 31, 2014, 2013 and 2012

(in thousands) 2014 2013 2012
Cash flows from operating activitie
Net income $ 11946 $ 44,119 $ 38,941
Adjustments to reconcile net income to net cashigeal by operating activitie:
Benefit of deferred income tax (24,555 (9,892 (661,
Depreciation and amortizatic 55,188 30,444 21,229
Non-cash interest on convertible no 224 974 3,876
Provision for bad debi 8,699 4,961 3,039
Stocl-based compensatic 32,793 13,558 5,118
(Gain) loss on the disposition of property and pqent (227, 1,128 (674,
Deferred interest incorr — (1,018 —
Loss on conversion of convertible d 1,806 11,275 7,021
Changes in operating accour
Accounts receivabl (55,977 (43,684 (19,246
Inventories (30,754 (30,893 (12,225
Prepaid expenses and other current a: (9,235 (1,780 (794,
Accounts payabl 23,482 7,620 (238
Accrued liabilities 16,071 (6,495 7,567
Customer deposit 1,921 1,904 (1,336,
Deferred revenu 8,686 7,526 1,164
Other operating assets and liabilit 11,043 (4,563 (1,251
Net cash provided by operating activit 51,111 25,184 51,530
Cash flows from investing activitie
Purchases of property and equipm (22,727 (6,972 (3,224
Additions to license and patent co (753 (1,648 (729
Proceeds from disposition of property and equipr — 1,882 —
Cash paid for acquisitions, net of cash assu (345,361 (162,318 (183,701
Other investing activitie (6,600 (4,701 —
Net cash used in investing activiti (375,441 (173,757 (187,654
Cash flows from financing activitie
Proceeds from issuance of common si 299,729 272,076 106,88¢S
Tax benefits from sha-based payment arrangeme 7,653 26,038 1,514
Proceeds from exercise of stock options and réstristock, ne 1,896 902 4,400
Cash disbursed in lieu of fractional shares relédestock spli — (176; —
Restricted cas — 13 —
Repayment of capital lease obligatic (696 (157 (163
Net cash provided by financing activiti 308,582 298,696 112,640
Effect of exchange rate changes on ¢ (5,706 334 223
Net increase (decrease) in cash and cash equiy (21,454 150,457 (23,261
Cash and cash equivalents at the beginning ofdhieq 306,316 155,859 179,120
Cash and cash equivalents at the end of the p $ 284,862 ¢ 306,316 $ 155,859
Cash interest paymer $ 888 $ 1584 $ 9,113
Cash income tax paymer 15,602 5,642 3,506
Transfer of equipment from inventory to property @&guipment, ne® 5,891 4,886 4,057
Transfer of equipment to inventory from propertyl @guipment, ne® 944 612 1,924
Stock issued for acquisitions of busines 24,625 13,131 7,672
Notes redeemed for shares of common s 12,134 80,754 60,082

See accompanying notes to consolidated finanagstents.
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(@ Inventory is transferred from inventory to propeatyd equipment at cost when the Company requirgsi@ual machines fc
training or demonstration or for placement into €gpiarts locations

(b) In general, an asset is transferred from propartiyeguipment, net into inventory at its net bookigavhen the Company has
identified a potential sale for a used mach

Note 1 Basis of Presentation

The consolidated financial statements include teoants of 3D Systems Corporation and all majasityred subsidiaries and entities
in which a controlling interest is maintained (ti@mpany”).

A non-controlling interest in a subsidiary is catesied an ownership interest in a majority-ownedsiliéry that is not attributable to
the parent. The Company includes noncontrollingrigt as a component of total equity in the Codatéd Balance Sheets and the net
income attributable to noncontrolling interests presented as an adjustment from net income usadite at net income attributable
to 3D Systems Corporation in the consolidated stat#s of income and comprehensive i ncome.

Investments in non-consolidated affiliates (20- peédcent owned companies and joint ventures) ateuated for using the equity
method.

Investments through which we are not able to exergsignificant influence over the investee and Wwhiee do not have readily
determinable fair values are accounted for undectst method.

All significant intercompany accounts and transatdi have been eliminated in consolidation. The Gomwijs annual reporting period
is the calendar year.

The consolidated financial statements have beepaped in accordance with accounting principles gahyeaccepted in the United
States (“GAAP”). Certain prior period amounts h&een reclassified to conform to the current yeas@ntation.

The preparation of financial statements in accordamith GAAP requires management to make estimatdsassumptions that affect
the amounts reported in the financial statementtua results may differ from these estimates astimptions.

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

Note 2 Significant Accounting Policies

Use of Estimates

The consolidated financial statements have beepaped in accordance with accounting principles ghyeaccepted in the United

States. The preparation of these financial stat&snemguires the Company to make estimates and jadgnthat affect the reported
amounts of assets, liabilities, revenue and expeasd related disclosure of contingent assetsiahiities. On an ongoing basis, the
Company evaluates its estimates, including, amahers, those related to the allowance for doulatbéglounts, income taxes, inventory
reserves, goodwill, other intangible assets, cgetities and revenue recognition. The Company bissesstimates on historical

experience and on various other assumptions tleatalieved to be reasonable, the results of wharin fthe basis for making

judgments about the carrying values of assets iabdities that are not readily apparent from otheurces. Actual results may differ
from these estimates.

Revenue Recognition

Net revenue is derived primarily from the sale wfqucts and services. The following revenue redagnpolicies define the manner in
which the Company accounts for sales transactions.

The Company recognizes revenue when persuasiveremgdof a sale arrangement exists, delivery hasrmt or services are
rendered, the sales price or fee is fixed or deteable and collectability is reasonably assuredieRae generally is recognized net of
allowances for returns and any taxes collected fooistomers and subsequently remitted to governrhanthorities. The Company
sells its products through its direct sales fonee through authorized resellers. The Company rézegmevenue on sales to resellers at
the time of sale when the reseller has economistanbe apart from Company, and the Company hasletedgts obligations related
to the sale.
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The Company enters into sales arrangements thatpneagyde for multiple deliverables to a customealeS of printers may include
ancillary equipment, print materials, a warrantytba equipment, training and installation. The Campidentifies all goods and/or
services that are to be delivered separately uadales arrangement and allocates revenue to etichrdble based on either vendor-
specific objective evidence (“VSOE”) or if VSOE st determinable then the Company uses best estinsalling price (‘BESP”) of
each deliverable. The Company established VSOEIlbhg price using the price charged for a delibdeavhen sold separately. The
objective of BESP is to determine the price at Whtee Company would transact a sale if the delieravas sold regularly on a stand-
alone basis. The Company considers multiple factoctuding, but not limited to, market conditiongeographies, competitive
landscapes, and entity-specific factors such asriat costs, gross margin objectives and priciractmes when estimating BESP.
Consideration in a multiple element arrangemetiésn allocated to the elements on a relative salege basis using either VSOE or
BESP for all the elements. The Company also eveduite impact of undelivered items on the functionaf delivered items for each
sales transaction and, where appropriate, defgesyoe on delivered items when that functionalitg baen affected. Functionality is
determined to be met if the delivered productseovises represent a separate earnings process.

Hardware

In general, revenues are separated between priatelother products, print materials, training E&s, maintenance services and
installation services. The allocated revenue fehedeliverable is then recognized based on reldgivesalues of the components of the
sale, consistent within the scope of Financial Aeting Standards Board (“FASB”) Accounting Standa@bdification (“ASC”) 605
Revenue Recognitian

Under the Company’s standard terms and conditibisale, title and risk of loss transfer to the ousér at the time product is shipped
to the customer and revenue is recognized accdydingless customer acceptance is uncertain oifgignt obligations remain. The
Company defers the estimated revenue associatédpedt-sale obligations that are not essentiahéoftinctionality of the delivered
items, and recognizes revenue in the future asdhditions for revenue recognition are met.

Software

The Company also markets and sells software tbalsanable our customers to capture and custoroizeerat using our printers, as
well as reverse engineering and inspection softwhe software does not require significant modifien or customization. The
Company applies the guidance in ASC 985-68&ftware-Revenue Recognitionrecognizing revenue when software is more than
incidental to the product or service as a wholeesasn fair value using vendor-specific objectivédence. Revenue from perpetual
software licenses is recognized either upon defiweérthe product or delivery of a key code whicltoals the customer to access the
software. In instances where software access igged for a trial period, revenue is not recognizedil the customer has purchased
the software at the expiration of the trial peridgthe Company uses the residual method to alloeatenue to software licenses at the
inception of the license term when VSOE of fairueafor all undelivered elements, such as maintexagxists and all other revenue
recognition criteria have been satisfied. In ins&mnin which customers purchase post sale sugpatconsidered a separate element
from the software and is deferred at the time & aad subsequently amortized in future periods.

The Company also sells equipment with embeddedvaddt to its customers. The embedded software isaidtseparately, it is not a

significant focus of the marketing effort and then@pany does not provide post-contract customeratgpecific to the software or

incur significant costs that are within the scopeA8C 985. Additionally, the functionality that theoftware provides is marketed as
part of the overall product. The software embeddetie equipment is incidental to the equipmena aghole such that ASC 985 is not
applicable. Sales of these products are recogiizadcordance with ASC 605.25, “Multiple-Element#@mgements.”

Services

Printers include a warranty under which the Compamyides maintenance for periods up to one yeawaell as training, installation
and non-contract maintenance services. The Comgafers this portion of the revenue at the timeaé $ased on the relative fair
value of these services. Deferred revenue is rézednratably according to the term of the warrar@psts associated with our
obligations during the warranty period are experaedhcurred. After the initial warranty periodet@ompany offers these customers
optional maintenance contracts. Deferred maintemaBgeenue is recognized ratably, on a straightdiasis, over the period of the
contract, and costs associated with these conteaetsecognized as incurred. Revenue from trainimgtallation and non-contract
maintenance services is recognized at the timexdbpnance.

Quickparts printed parts sales are included witgrvices revenue and revenue is recognized uppmshi or delivery of the parts,
based on the terms of the sales arrangement.
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Terms of sale

Shipping and handling costs billed to customersefifmipment sales and sales of print materialsradleded in product revenue in the
Consolidated Statements of Income and Other Corepsite Income. Costs incurred by the Company aatsatiwith shipping and
handling are included in product cost of sale©isn@onsolidated Statements of Income and Other @gepsive Income.

Credit is extended, and creditworthiness is deteeahi based on an evaluation of each customer’sdiahcondition. New customers
are generally required to complete a credit apptinaand provide references and bank informatiorfawilitate an analysis of
creditworthiness. Customers with a favorable peofitay receive credit terms that differ from the @amy’s general credit terms.
Creditworthiness is considered, among other thimgsyaluating the Company’s relationship with cmsérs with past due balances.
The Company’s terms of sale generally require paymathin 30 to 60 days after shipment of a prodatthough the Company also
recognizes that longer payment periods are custpinaome countries where it transacts businessedoce credit risk in connection
with printer sales, the Company may, depending upercircumstances, require significant deposiisr o shipment and may retain a
security interest in a system sold until fully pdiol some circumstances, the Company may requirmeat in full for its products prior
to shipment and may require international custonerirnish letters of credit. For maintenance &y, the Company either bills
customers on a time-and-materials basis or seifomers service agreements that are recorded asatbfrevenue and provide for
payment in advance on either an annual or othéogierbasis.

Cash and Cash Equivalents

Investments with original maturities of three mantbr less at the date of purchase are considerdgk toash equivalents. The
Company’s policy is to invest cash in excess ofristesm operating and debt-service requirementsuich cash equivalents. These
instruments are stated at cost, which approximataket value because of the short maturity of tisériiments. The Company places
its cash with highly creditworthy financial institons, corporations or governments, and believessk of loss is limited; however, at
times, account balances may exceed internatiomaUa8. federally insured limits.

Allowance for Doubtful Accounts

The Company’s estimate of the allowance for douhdficounts related to trade receivables is basetivormethods. The amounts
calculated from each of these methods are comhimddtermine the total amount reserved.

First, the Company evaluates specific accountsmoich it has information that the customer may bahle to meet its financial
obligations (for example, bankruptcy). In theseesashe Company uses its judgment, based on thkafleafacts and circumstances,
and records a specific reserve for that customammagamounts due to reduce the outstanding rdueivmlance to the amount that is
expected to be collected. These specific reserieseevaluated and adjusted as additional infoonais received that impacts the
amount reserved.

Second, a reserve is established for all custoim@ssd on percentages applied to aging categorieseTpercentages are based on
historical collection and write-off experience.difcumstances change (for example, the Companyriexes higher-than-expected
defaults or an unexpected adverse change in amast®financial condition), estimates of the reaaislity of amounts due to the
Company could be reduced. Similarly, if the Compaxperiences lower-than-expected defaults or custdiinancial condition
improves, estimates of the recoverability of ameuhte the Company could be increased.

The Company also provides an allowance accountetarns and discounts. This allowance is evaluated specific account basis. In
addition, the Company provides a general reserverdturns from customers that have not been spadifi identified based on
historical experience.

The Company’s estimate of the allowance for dodlathecounts for financing receivables is determibgdevaluating specific accounts
for which the borrower is past due more than 90sday for which it has information that the borroweay be unable to meet its
financial obligations (for example, bankruptcy). tirese cases, the Company uses its judgment, tmasede available facts and
circumstances, and records a specific reservéh&dritorrower against amounts due to reduce theamualisig receivable balance to the
amount that is expected to be collected. If theeeamy specific reserves, they are reevaluatedadjusdted as additional information is
received that impacts the amount reserved.

Inventories
Inventories are stated at the lower of cost orreatizable market value, cost being determinedgudiire first-in, first-out method.

Reserves for slow-moving and obsolete inventories movided based on historical experience andeatirproduct demand. The
Company evaluates the adequacy of these reserae®dy.
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Property and Equipment

Property and equipment are carried at cost andedigted on a straight-line basis over the estimasesdul lives of the related assets,
generally three to thirty years. Leasehold improgeta are amortized on a straight-line basis oversthorter of (i) their estimated
useful lives and (ii) the estimated or contractivas of the leases. Realized gains and losseseaognized upon disposal or retirement
of the related assets and are reflected in regfitiperations. Charges for repairs and maintenareexpensed as incurred.

Goodwill and Intangible Assets

The annual impairment testing required by ASC 3&tiangibles — Goodwill and Other” requires the Qmany to use judgment and
could require the Company to write down the cagyialue of its goodwill and other intangible assetfuture periods. The Company
allocates goodwill to identifiable geographic rapuag units, which are tested for impairment usintyva-step process detailed in that
statement. See Note 7 to the consolidated finastééments. The first step requires comparingahievalue of each reporting unit
with the carrying amount, including goodwill. Ifghfair value exceeds the carrying amount, the reéciep of the process is not
required to be performed, and no impairment ch&gequired to be recorded. If that fair value dnesexceed that carrying amount,
the Company must perform the second step, whichinegjan allocation of the fair value of the repaytunit to all assets and liabilities
of that unit as if the reporting unit had been aliin a purchase business combination and thesddie of the reporting unit was the
purchase price. The goodwill resulting from thatghase price allocation is then compared to theyitey amount with any excess
recorded as an impairment charge.

Gooduwill set forth on the Consolidated Balance $hsef December 31, 2014 arose from acquisitiansed! out in 2014, 2013, 2012,
2011, 2010 and 2009 and in years prior to Decer®be007. Goodwill arising from acquisitions prior to 2007 svallocated to
geographic reporting units based on the percerdb§&S printers then installed by geographic a@aodwill arising from acquisitions
in 2009 through 2014 was allocated to geograptponténg units based on geographic dispersion ofaitguired companies’ sales or
capitalization at the time of their acquisition.

The Company is required to perform a valuationaafreof its three geographic reporting units anyyalt upon significant changes in
the Company’s business environment. The Companylumad its annual impairment analysis in the fougtlarter of 2014. To
determine the fair value of each reporting unit @@mpany utilized discounted cash flows, using fears of projected unleveraged
free cash flows and terminal EBITDA earnings mlétip The discount rates used for the analysisateitea weighted average cost of
capital based on industry and capital structuresidfl for equity risk premiums and size risk pramdlbased on market capitalization.
The discounted cash flow valuation uses projectiohduture cash flows and includes assumptions eoring future operating
performance and economic conditions and may diffan actual future cash flows. The Company alscs@®ered the current trading
multiples of comparable publicly-traded companiesl ahe historical pricing multiples for comparahigerger and acquisition
transactions that have occurred in the industnge @tntrol premium that a third party would be wifito pay to obtain a controlling
interest in a reporting unit of the Company wamponent considered when determining fair valueaddition, factors such as the
performance of competitors were also consideredledeach fair value measurement methodology coreidé¢he fair value of each
reporting unit exceeded its carrying value; acaaglyi, no goodwill impairment adjustments were reeat. In addition, factors such as
the performance of competitors were also considefd Company concluded that there was a reasoiallie for the excess of the
estimated fair value of the geographic reportinigsuover its market capitalization.

The estimated fair value of the three geographpoming units incorporated judgment and the useesifmates by management.
Potential factors requiring assessment includeglaionship between our market capitalization andbook value, variance in results
of operations from projections, and additional asijon transactions in the industry that refledbaer control premium. Any of these
factors may cause management to reevaluate goatlwitig any quarter throughout the year. If an impant charge were to be taken
for goodwill it would be a non-cash charge and wlonbt impact the Company’s cash position or caswdl however, such a charge
could have a material impact to equity and thesstent of income and comprehensive income.

There was no goodwill impairment for the years enBecember 31, 2014, 2013 or 2012.
Determining the fair value of a reporting unit,angible asset or a long-lived asset is judgmenteliavolves the use of significant

estimates and assumptions. The Company base# itsfiae estimates on assumptions that it beli@reseasonable, but are uncertain
and subject to changes in market conditions.
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Redeemable Noncontrolling Interest

The minority interest shareholders of a certainsgliary have the right to require the Company tquére their ownership interest
under certain circumstances pursuant to a conhattangement and the Company has a similar patrounder the same contractual
terms. The amount of consideration under the pdtcall rights is not a fixed amount, but rathedépendent upon various valuation
formulas and on future events, such as revenuegewab margin performance of the subsidiary throtnghdate of exercise, etc. as
described in Note 22.

The Company has recorded the put option as mezzamjuity at their current estimated redemption axholihe Company accrues
changes in the redemption amounts over the perard the date of issuance to the earliest redemptite of the put option. For the
year ended December 31, 2014, there has been ngecttanoncontrolling interests. Changes in thereded redemption amounts of
the put options are adjusted at each reporting@evith a corresponding adjustment to equity.

The following table presents changes in Redeemdbteontrolling Interests.

Years Ended December 31,

(in thousands) 2014 2013

Balance at January $ — $ —
Granted 8,550 —
Currency translation adjustmel 322 —
Balance at December 2 $ 8872 $ —

Licenses, Patent Costs and Other Long-Lived Assets

Licenses, patent costs and other long-lived agselisde costs incurred to perfect license or patighits under applicable domestic and
foreign laws and the amount incurred to acquirsteg licenses and patents. Licenses and patets atsamortized on a straight-line
basis over their estimated useful lives, whichegrgroximately seven to twenty years. Amortizatigpense is included in cost of sales,
research and development expenses and sellingrajegned administrative expenses, depending uponndiare and use of the
technology.

The Company evaluates long-lived assets otherdgbadwill for impairment whenever events or changesrcumstances indicate that
the carrying value of an asset may not be recolerdibthe estimated future cash flows (undiscodraed without interest charges)
from the use of the asset are less than its cgrmdtue, a write-down would be recorded to redbeerelated asset to its estimated fair
value.

No impairment loss was recorded for the periodsqmeed.
Capitalized Software Costs

Certain software development and production costscapitalized when the related product reachesntdogical feasibility. No
Software development costs were capitalized in 28td $250 were capitalized in 2013. No softwareetimmment costs were
capitalized in 2012. Capitalized software costduide internally developed software and certainctisat relate to developed software
that the Company acquired through acquisition dfifesses. Amortization of software developmentscosigins when the related
products are available for use in related print&mortization expense related to capitalized sofewveosts amounted to $ 1 ,439 ,
$1,439 and $1,440 for 2014, 2013 and 2012, resmy¢tibased on the straight-line method using @imesed useful life ranging from
one year to eight years. Net capitalized softwargtscaggregated $3,556, $5,234 and $6,424 at Dere3tb2014, 2013 and 2012,
respectively, and are included in intangible asetise accompanying consolidated balance sheets.

Contingencies

The Company follows the provisions of ASC 450, “@ogencies,” which requires that an estimated foss a loss contingency be
accrued by a charge to income if it is both probahht an asset has been impaired or that a tiabiéis been incurred and that the
amount of the loss can be reasonably estimated.
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Foreign Currency Translation

The Company transacts business globally and isesultp risks associated with fluctuating foreigrcleange rates. 49.1% of the
Company’s consolidated revenue is derived fromssalgside the U.S. This revenue is generated pitinfaom sales of subsidiaries
operating outside the U.S. in their respective tges and surrounding geographic areas. This rev@primarily denominated in each
subsidiary’s local functional currency, althoughta sales are denominated in other currenciessdlsubsidiaries incur most of their
expenses (other than intercompany expenses) inltel functional currencies. These currencieduithe Australian Dollars, British
Pounds, Chinese Yuan, Euros, Japanese Yen, Sveises1South Korean Won, Israel Shekel, Braziliaal Rad Indian Rupee.

The geographic areas outside the U.S. in which Gobenpany operates are generally not considered tdidiely inflationary.
Nonetheless, these foreign operations are sensdiflectuations in currency exchange rates ari$ingy, among other things, certain
intercompany transactions that are generally denated in U.S. dollars rather than their respecfivectional currencies. The
Company’s operating results, assets and liabildressubject to the effect of foreign currency sftation when the operating results and
the assets and liabilities of the Company’s foredghsidiaries are translated into U.S. dollarshasn€Company’s consolidated financial
statements. The assets and liabilities of the Caoyipdoreign subsidiaries are translated from thedpective functional currencies into
U.S. dollars based on the translation rate in eff¢dhe end of the related reporting period. Therating results of the Company’s
foreign subsidiaries are translated to U.S. dolersed on the average conversion rate for theetklagriod. Gains and losses resulting
from these conversions are recorded in accumutzttest comprehensive income in the consolidatednicalaheets.

Gains and losses resulting from foreign currenaggactions (transactions denominated in a curretier than the functional currency
of the Company or a subsidiary) are included indbesolidated statements of income and other cdmepsive income, except for
intercompany receivables and payables for whictleseént is not planned or anticipated in the foeeste future, which are included
as a component of accumulated other comprehensiegnie in the consolidated balance sheets.

Derivative Financial Instruments

The Company is exposed to market risk from changésterest rates and foreign currency exchangesrand commaodity prices,
which may adversely affect its results of operatiand financial condition. The Company seeks tamize these risks through regular
operating and financing activities and, when then@any considers it to be appropriate, through tbe of derivative financial

instruments.

The Company does not purchase, hold or sell dér&vdinancial instruments for trading or speculatipurposes. The Company has
elected not to prepare and maintain the documentat qualify for hedge accounting treatment und8cC 815, “Derivatives and
Hedging,” and therefore, all gains and losses igedlor unrealized) related to derivative instrutsesre recognized in interest and
other expense, net in the consolidated statemémsame and comprehensive income and dependinpefair value at the end of the
reporting period, derivatives are recorded eithepriepaid and other current assets or in accraddities in the consolidated balance
sheets.

The Company and its subsidiaries conduct busimessgirious countries using both their functionalreacies and other currencies to
effect cross border transactions. As a result, dreysubject to the risk that fluctuations in fgreexchange rates between the dates that
those transactions are entered into and their céispesettlement dates will result in a foreign leege gain or loss. When practicable,
the Company endeavors to match assets and liabiliti the same currency on its U.S. balance shektrese of its subsidiaries in
order to reduce these risks. The Company, wheornisiders it to be appropriate, enters into foreigrrency contracts to hedge the
exposures arising from those transactions. See Nbte the consolidated financial statements.

The Company is exposed to credit risk if the corpadies to such transactions are unable to pertbein obligations. However, the
Company seeks to minimize such risk by entering trensactions with counterparties that are betleieebe creditworthy financial
institutions.

Research and Development Costs

Research and development costs are expensed asihcu

F-13



Earnings per Share

Basic net income per share is computed by dividiegincome available to common stockholders bywbigghted average number of
shares of common stock outstanding during the defidluted net income per share is computed byditig net income, as adjusted
for the assumed issuance of all dilutive shareghbyweighted average number of shares of comnuwk stutstanding plus the number
of additional common shares that would have bedstanding if all dilutive common shares issuabl®mugxercise of outstanding
stock options or conversion of convertible secesithad been issued. Common shares related to @gptickis are excluded from the
computation when their effect is anti-dilutive, thg, when their inclusion would increase the Comyps net income per share or
reduce its net loss per share. At December 31, 208132012, the average outstanding diluted shadeslation also excluded shares
that may have been issued upon conversion of tketamding senior convertible notes because thelusion would have been anti-
dilutive. All senior convertible notes were coneettin 2014. See Note 17 to the consolidated firzdrstatements.

Advertising Costs

Advertising costs are expensed as incurred. Adsingiexpenses were $8,799, $6,010 and $3,972 éoyehrs ended December 31,
2014, 2013 and 2012, respectively.

Pension costs

The Company sponsors a retirement benefit for ohdtso non-U.S. subsidiaries in the form of a definbenefit pension
plan. Accounting standards require the cost o¥iping this pension benefit be measured on an &alulasis. Actuarial gains and
losses resulting from both normal year-to-year geanin valuation assumptions and differences frotmeah experience are deferred
and amortized. The application of these accounsitagndards requires management to make assumptiwhgudgments that can
significantly affect these measurements. Criticsuanptions made by management in performing thets@réal valuations include the
selection of the discount rate to determine thesgme value of the pension obligations that afféhts amount of pension expense
recorded in any given period. Changes in the distmate could have a material effect on the Comjsargported pension obligations
and related pension expense. See Note 15 to tlslateted financial statements.

Equity Compensation Plans

The Company maintains stock-based compensations pleett are described more fully in Note 14 to tlmsolidated financial
statements. Under the fair value recognition piionis of ASC 718, “Compensation — Stock Compensdtistock-based compensation
is estimated at the grant date based on the fhiewaf the awards expected to vest and recognigezxpense ratably over the requisite
service period of the award.

Income Taxes

The Company and its domestic subsidiaries fileresobdated U.S. federal income tax return. The Camyfs non-U.S. subsidiaries file
income tax returns in their respective jurisdiciohe Company provides for income taxes on thosiops of its foreign subsidiaries’
accumulated earnings that the Company believesaneinvested permanently in their business.

Income taxes are accounted for under the asseliability method. Deferred income tax assets aadilities are recognized for the
future tax consequences attributable to differehetaeen the financial statement carrying amouhéxisting assets and liabilities and
their respective tax bases and tax benefit canydoids. Deferred income tax liabilities and assetsha end of each period are
determined using enacted tax rates.

The Company provides a valuation allowance for ¢hpsisdictions in which the expiration date of tagnefit carryforwards or
projected taxable earnings leads the Company tclede that it is not likely that it will be able tealize the tax benefit of those
carryforwards.

Based upon the Company’s recent results of opeiatimd its expected profitability in the futuree tBompany concluded that it is
more likely than not that its deferred tax assetsbe realized.

The Company applies ASC 740 to determine the impBah uncertain tax position on the income tauned. In accordance with ASC
740, this impact must be recognized at the largestunt that is more likely than not to be requite@de recognized upon audit by the
relevant taxing authority.

The Company includes interest and penalties acdrutéet consolidated financial statements as a corpt of income tax expense.

F-14



See Note 20 to the consolidated financial statesnent
Recent Accounting Pronouncements

Accounting Standards Implemented in 2014

No new accounting pronouncements were implement@®14.

New Accounting Standards to be Implemented

In May 2014, the FASB issued Accounting Standargsldte No. 2014-0Revenue from Contracts with Customgks$U 2014-09),
which supersedes nearly all existing revenue retiognguidance under U.S. GAAP. The core principle ASU 2014-09 is to
recognize revenues when promised goods or seraigegansferred to customers in amounts that tetiiecconsideration to which an
entity expects to be entitled for those goods ovises. ASU 2014-09 defines a five-step procesactueve this core principle and, in
doing so, may require more judgment and estimaiggnithe revenue recognition process than areiredwnder existing U.S. GAAP.
The standard is effective for annual periods begmrafter December 15, 2016, and interim period=rdim, using either of the
following transition methods: (i) a full retrospie approach reflecting the application of the d&d in each prior reporting period
with the option to elect certain practical expetheor (ii) a retrospective approach with the cuatiue effect of initially adopting ASU
2014-09 recognized at the date of adoption (whichuides additional footnote disclosures). We areeculy evaluating the impact of
our pending adoption of ASU 2014-09 on our consaéd financial statements and have not yet detednine method by which we
will adopt the standard in 2017.

In June 2014, the Financial Accounting Standardar8¢‘FASB”) issued Accounting Standards Update R@il4-12 Compensation —

Stock CompensatioffASU 2014-12"). ASU 2014-12 is intended to resolfigerse accounting treatment for share based awiard

which the terms of the award provide that a perforoe target that affects vesting could be achiefes the requisite service period.
The standard is effective for annual periods anerim periods within those annual periods beginrafigr December 15, 2015 and
may be applied prospectively or retrospectiveljie Tompany does not expect adoption of this standdr have a significant impact

on the Company'’s consolidated financial statements.

In August 2014, the FASB issued Accounting Stadsldpdate No. 2014-1Bresentation of Financial Statements — Going Comcer
("ASU 2014-15"). ASU 2014-15 requires an entity'smagement to evaluate whether there are conditipesents, considered in the
aggregate, that raise substantial doubt aboutrttiy’s ability to continue as a going concern dhthose conditions exist, the required
disclosures. The standard is effective for anneaiopls ending after December 15, 2016, and int@emods therein. The Company
does not expect adoption of this standard will haeggnificant impact on the Company’s consoliddieancial statements.

Note 3 Acquisitions

2014 Acquisitions

On February 18, 2014, the Company acquired thetasdeDigital Playspace, Inc., an online platforhatt combines home design,
gaming, and community sharing to deliver a 3D eeatd-make experience for children, families andltad The fair value of the
consideration paid for this acquisition, net offtaequired, was $4,000, of which $2,000 was paidaish and $2,000 was paid in
shares of the Company’s stock. These shares waredsn a private transaction exempt from registnatinder the Securities Act of
1933. The operations of Digital Playspace, Inc.eh@een integrated into the Company’s service rex@nlihe fair value of the
consideration paid for this acquisition was alleckato the assets purchased and liabilities assulpased on their estimated fair values
as of the acquisition date, with any excess reabrae goodwill, and is included in the table belomhich summarizes 2014
acquisitions.

On April 2, 2014, the Company acquired 100% ofahtstanding shares and voting rights of Medical Biody Inc. Medical Modeling
Inc. is a provider of 3D printing-centric personelil surgical treatments and patient specific médieaices, including virtual surgical
planning, personalized medical devices and cliniiisfer tools. The fair value of the consideratmaid for this acquisition, net of
cash acquired, was $69,026 of which $51,526 was ipatash and $17,500 was paid in shares of thep@oyis stock. These shares
were issued in a private transaction exempt fragisteation under the Securities Act of 1933. Theragions of Medical Modeling Inc.
have been integrated into the Company’s servicema®s. The fair value of the consideration paidHtc acquisition was allocated to
the assets purchased and liabilities assumed, loas#teir estimated fair values as of the acqoisitiate, with any excess recorded as
goodwill, and is included in the table below, whadmmarizes 2014 acquisitions.
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On August 6, 2014, the Company acquired certairetasef Bordner and Associates, Inc. d/b/a Laserr®rmtions (“Laser
Reproductions”). Laser Reproductions is a proviofemdvanced manufacturing, tooling and rapid psgiinlg solutions. The fair value
of the consideration paid for this acquisition, aktash acquired, was $17,450, of which $13,076 pad in cash and $4,375 was paid
in shares of the Company’s common stock. Theseeshaere issued in a private transaction exempt fregistration under the
Securities Act of 1933. The operations of LaserrBepctions have been integrated into the Compasgrgice revenues. The fair value
of the consideration paid for this acquisition vedlecated to the assets purchased and liabilisssraed, based on their estimated fair
values as of the acquisition date, with any exeessrded as goodwill, and is included in the tai®éow, which summarizes 2014
acquisitions.

On August 13, 2014, the Company acquired certadetasof sister companies American Precision ManginL.L.C. (“APM”) and
American Precision Prototyping, LLC (“APP”). APM @m\PP are providers of precision machining and rfeturing services and
3D printing services. The fair value of the considi®n paid for these acquisitions, net of castuaed, was $14,089, all of which was
paid in cash. The operations of APM and APP hawenbategrated into the Company’s service reventiée. fair value of the
consideration paid for these acquisitions was atked to the assets purchased and liabilities asub@sed on their estimated fair
values as of the acquisition date, with any exeessrded as goodwill, and is included in the tdi®éow, which summarizes 2014
acquisitions.

On August 28, 2014, the Company acquired 100% ef dhtstanding shares and voting rights of Simbidd&A Corporation
(“Simbionix”). Simbionix is a provider of patienpscific surgical simulation solutions. The fair walof the consideration paid for this
acquisition, net of cash acquired, was $121,58falvhich was paid in cash. The operations of Sonix have been integrated into
the Company’s products and service revenues. Tihedhie of the consideration paid for this acqigsi was allocated to the assets
purchased and liabilities assumed, based on tkBinated fair values as of the acquisition dateéhwwhy excess recorded as goodwill,
and is included in the table below, which summari2@14 acquisitions.

On September 3, 2014, the Company acquired 100%eobutstanding shares and voting rights of LayeBMNlV (“LayerWise”).
LayerWise is a provider of advanced direct metal8idting and manufacturing services and delivarglgturn, 3D-printed metal
parts, manufactured on its own proprietary linediséct metal 3D printers, for aerospace, high-mieci equipment, and medical and
dental customers. The fair value of the considengpiaid for this acquisition, net of cash acquingds $41,933, all of which was paid
in cash. The operations of LayerWise have beemiated into the Company’s service revenues. Threviue of the consideration
paid for this acquisition was allocated to the esgeirchased and liabilities assumed, based on d¢iséimated fair values as of the
acquisition date, with any excess recorded as gidlo@dwd is included in the table below, which suammes 2014 acquisitions.

On November 25, 2014, the Company acquired 70%ebtitstanding shares and voting rights of Rol#ecdditive manufacturing
service bureau and distributor of 3D printing andrsing products. Under the terms of the agreentlemtCompany acquired 70% of
the shares of Robtec at closing and the remainfdilecshares will be acquired by the Company orfiftteanniversary of the closing.
The fair value of the consideration paid for thegjaisition, net of cash acquired, was $2 1,880 ofalvhich was paid in cash. The
operations of Robtec have been integrated intoGQbmpany’s service revenues. The fair value of tbesieration paid for this
acquisition was allocated to the assets purchaseédiabilities assumed, based on the estimatedvidires as of the acquisition date,
with any excess recorded as goodwill, and is inetliesh the table below, which summarizes 2014 adépris.

On December 16, 2014, the Company acquired 1008eobutstanding shares and voting rights of bot@bjetd. (“botObjects”), a
company that develops consumer 3D printers. Thevédie of the consideration paid for this acqiosit net of cash acquired, was $2
4,743 , all of which was paid in cash. The operetiof botObjects have been integrated into the Gmiyip service revenues. The fair
value of the consideration paid for this acquisitigas allocated to the assets purchased and tiebitissumed, based on the estimated
fair values as of the acquisition date, with angess recorded as goodwill, and is included in &idetbelow, whic h summarizes 2014
acquisitions.

Subiject to the terms and conditions of the botGbgjarchase agreement, the sellers have the dgddarh an additional amount, of up
to a maximum of approximately $25,000, pursuanatoearnout formula over a three-year period asfasét in the acquisition
agreement. The earnout was determined not to h&isitbgn consideration and therefore will be re@itdis compensation expense in
the period earned.

On December 17, 2014, the Company acquired a ptdidecrelated to its materials business. The V¥alue of the consideration paid
for this acquisition, net of cash acquired, was,$52, all of which was paid in cash. The companygleted this acquisition as part of
its improved business continuity and operationatedignce initiatives. The operations have beengmated into the Company’s
materials production. The fair value of the consatien paid for this acquisition was
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allocated to the assets purchased and liabilisssraed, based on the estimated fair values asadfuisition date, with any excess
recorded as goodwill, and is included in the tdd@bow, which summarizes 2014 acquisitions.

For all acquisitions made in 2014, factors congideby the Company in determination of goodwill ud# synergies, vertical
integration and strategic fit for the Company. Hugjuisitions completed during the year are not riateclative to the Company’s
assets or operating results; therefore, no profdmaacial information is provided.

Gooduwill related to asset acquisitions will be detthle for tax purposes. Goodwill related to equtquisitions will not be recognized
as a tax-deductible asset. If the target in ante@uiquisition was deducting goodwill from a praxsoasset acquisition, that tax benefit
would continue.

The Company’s purchase price allocations for trgued companies are preliminary and subject tisiew as more detailed analyses
are completed and additional information about faifue of assets and liabilities becomes availablee amounts related to the
acquisitions of these businesses were allocatetthaoassets acquired and the liabilities assumediridded in the Company’s

condensed consolidated balance sheet at Decemp2034 as follows:

(in thousands) 2014
Fixed asset $ 19,279
Other intangible assets, r 127,315
Goodwill 259,422
Other assets, net of cash acqui 38,583
Liabilities (75,364
Net assets acquire $ 369,235

Subsequent Acquisition

In November, the Company entered into a definitigeesement to acquire all of the outstanding shafr€matron Ltd. (“Cimatron”), a
provider of integrated 3D CAD/CAM software produatsd solutions for manufacturing. The acquisiticmswompleted on February 9,
2015 for approximately $77,000, net of cash.

2013 Acquisitions

On January 9, 2013, the Company acquired 100%eo§liares of common stock and voting equity of Cd&3Wen-Web is a start-up
that creates consumer customized 3D printed preduad collectibles. Co-Web’s operations have batgrated into the Company’s
Cubify consumer solutions and included in servieagenue. The fair value of the consideration paidtfiis acquisition, net of cash
acquired, was $262, based on the exchange rale &uro at the date of acquisition, all of whichsvpaid in cash. The fair value of the
consideration paid for this acquisition was alleckto the assets purchased and liabilities assulbased on their estimated fair values
as of the acquisition date, with any excess reabrde goodwill, and is included in the table belomhich summarizes 2013
acquisitions. Factors considered in determinatfogoodwill include synergies, vertical integratiand strategic fit for the Company.

On February 27, 2013, the Company acquired 100#eo$hares of common stock and voting equity ofregic, Inc. (“Geomagic”).
Geomagic is a leading global provider of 3D authgrsolutions including design, sculpt and scarvwsi tools that are used to create
3D content and inspect products throughout theeidiésign and manufacturing process. Geomagic’getipes have been integrated
into the Company and are included in products @ndices revenue. The fair value of the considenapiaid for this acquisition, net of
cash acquired, was $52,687, all of which was paicaish. The fair value of the consideration paidtffts acquisition was allocated to
the assets purchased and liabilities assumed lmas#tkir estimated fair values as of the acquisitiate, with any excess recorded as
goodwill, and is included in the table below, whishmmarizes 2013 acquisitions. Factors consideredefermination of goodwill
include synergies, workforce, vertical integrataomd strategic fit for the Company.

On May 1, 2013, the Company acquired certain assetdiabilities of Rapid Product Development Grplne. (“RPDG”). RPDG is a
global provider of additive and traditional quickrn manufacturing services. RPDG’s operations hla@en integrated into the
Company’s Quickparts services and are include@imices revenue. The fair value of the considenapiaid for this acquisition, net of
cash acquired, was $44, 413, of which $33, 163kas paid in cash and $6,750 has been paid iesbéthe Company’s stock. The
remaining $4,500 deferred purchase price was paithe 12 month anniversary of the closing date WBt750 of cash and $750 in
shares of the Company’s stock. These shares waredsn a private transaction exempt from registnatinder the Securities Act of
1933. The fair value of the consideration paidtfds acquisition was
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allocated to the assets purchased and liabilissaraed, based on their estimated fair values #eeadcquisition date, with any excess
recorded as goodwill, and is included in the tdi#éow, which summarizes 2013 acquisitions. Factorssidered in determination of
goodwill include synergies, workforce, verticaldgtation and strategic fit for the Company.

On July 15, 2013, the Company acquired approxima&2®6 of the outstanding shares and voting rigfit8henix Systems, a leading
global provider of direct metal selective lasertaiimmg 3D printers. During 2013, the Company acepiiadditional shares and
completed a tender offer. As of December 31, 2@& Company owned approximately 95% of the capital voting rights of Phenix
Systems. Phenix Systems designs, manufactureseisgmoprietary direct metal 3D printers that gaimt chemically pure, fully dense
metal and ceramic parts from very fine powders. feirevalue of the consideration paid for this aisgion, net of cash acquired, was
approximately $ 16,975 based on the exchange tdteealate of acquisition, all of which was paidcash. Phenix’s operations have
been integrated into printers and other productssanvices revenue. The fair value of the constiergaid for this acquisition was
allocated to the assets purchased and liabilissaraed, based on their estimated fair values #eeadcquisition date, with any excess
recorded as goodwill, and is included in the tdi#éow, which summarizes 2013 acquisitions. Factorssidered in determination of
goodwill include synergies, workforce, verticaldgtation and strategic fit for the Company.

On August 6, 2013, the Company acquired 100% ofctimramon stock, preferred stock and voting equitwisPower Technology,
Inc., a cloud-based, collaborative design and ptajganagement platform (“TeamPlatform”). The faaue of the consideration paid
for this acquisition, net of cash acquired, wa®$8, all of which was paid in cash. TeamPlatforoperations have been integrated
into the Company’s professional and consumer offes;i including Geomagic Solutions and Cubify.corhe Trair value of the
consideration paid for this acquisition was alleckato the assets purchased and liabilities assulpased on their estimated fair values
as of the acquisition date, with any excess reacbrade goodwill, and is included in the table belomhich summarizes 2013
acquisitions. Factors considered in determinatibgamdwill include synergies, workforce, verticatégration and strategic fit for the
Company.

On August 20, 2013, the Company acquired 100% @fcdmmon stock and voting equity of CRDM, Ltd. (“OR"), a provider of
rapid prototyping and rapid tooling services. The ¥alue of the consideration paid for this acdigis, net of cash acquired, was
approximately $6,399 based on the exchange rateeadate of acquisition, all of which was paid aslks. CRDM’s operations have
been integrated into the Company’s global Quick{gacustom parts and manufacturing services revembe. fair value of the
consideration paid for this acquisition was alleckato the assets purchased and liabilities assulpased on their estimated fair values
as of the acquisition date, with any excess reabrade goodwill, and is included in the table belomhich summarizes 2013
acquisitions. Factors considered in determinatibgamdwill include synergies, workforce, verticatégration and strategic fit for the
Company.

On September 6, 2013, the Company acquired thésaslsEhe Sugar Lab, a start-up that is dedicase®X printing customized, multi-
dimensional, edible confections. The fair valuehef consideration paid for this acquisition, netah acquired, was $1,500, of which
$1,000 was paid in cash and $500 was paid in slditee Company’s stock. These shares were issuadivate transaction exempt
from registration under the Securities Act of 1988e Sugar Lab’s operations have been integratedtire Company’s printers and
services revenue. The fair value of the considemapiaid for this acquisition was allocated to ttssets purchased and liabilities
assumed, based on their estimated fair values #seddcquisition date, with any excess recordedoasiwill, and is included in the
table below, which summarizes 2013 acquisitionsctdfa considered in determination of goodwill irddu synergies, vertical
integration and strategic fit for the Company.

On December 4, 2013, the Company acquired 100%ectdmmon stock and voting equity of Figulo Corgiora a provider of 3D-
printed ceramics. The fair value of the considerapaid for this acquisition, net of cash acquineds $2,846, of which $1,996 was
paid in cash and $850 was paid in shares of thep@ogis stock. These shares were issued in a privatsaction exempt from
registration under the Securities Act of 1933. K operations have been integrated into the Cawygaprinters and services
revenue. The fair value of the consideration paidtiis acquisition was allocated to the assetshaged and liabilities assumed, based
on their estimated fair values as of the acquisitlate, with any excess recorded as goodwill, andduded in the table below, which
summarizes 2013 acquisitions. Factors consideretktiarmination of goodwill include synergies, warnide, vertical integration and
strategic fit for the Company.

On December 13, 2013, the Company acquired 1008teofommon stock and voting equity of Village RtasCo., a manufacturer of
filament-based ABS, PLA and HIPS 3D printing makxi The fair value of the consideration paid fois tacquisition, net of cash
acquired, was $6,361, of which $4,361 was paidashcand $2,000 was paid in shares of the Compatgtk. These shares were
issued in a private transaction exempt from regfign under the Securities Act of 1933. Village d8izs operations have been
integrated into the Company’s supply chain and rfesturing operations. The fair value of the congatien paid for this acquisition

was allocated to the assets purchased and liabilitssumed, based on their estimated
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fair values as of the acquisition date, with angess recorded as goodwill, and is included in déidetbelow, which summarizes 2013
acquisitions. Factors considered in determinatibgamdwill include synergies, workforce, verticatégration and strategic fit for the
Company.

On December 23, 2013, the Company acquired 1008#tecdommon stock and voting rights of Gentle Gittdios, Inc., a provider of
3D scanning and modeling content for the entertaimnand toy industries. The fair value of the cdesition paid for this acquisition,
net of cash acquired, was $10, 650 , of which $¥ ®as paid in cash and $2,675 was paid in shdrdedCompany’s stock. These
shares were issued in a private transaction exémptregistration under the Securities Act of 19G&ntle Giant Studios’ technology
and content have been integrated into the Compas®yidce revenue. The fair value of the considenagiaid for this acquisition was
allocated to the assets purchased and liabilissaraed, based on their estimated fair values #eeadcquisition date, with any excess
recorded as goodwill, and is included in the tdidéow, which summarizes 2013 acquisitions. Factorssidered in determination of
goodwill include synergies, workforce, verticalégtation and strategic fit for the Company. The @any’s purchase price allocations
are preliminary and subject to revision as moraitkzt analyses are completed and additional infaonabout fair value of assets and
liabilities becomes available.

Subject to the terms and conditions of the GentenGShare Purchase Agreement, additional congidarwill be paid on the third,
fourth and fifth anniversaries of the Closing Datelculated based on revenues of Gentle Gianti®twelve month period prior to
each such anniversary date.

On December 31, 2013, the Company acquired cestgsints of Xerox Corporation’s Wilsonville, Oregaoduct design, engineering
and chemistry group and related assets . The &hirevof the consideration paid for this acquisitioat of cash acquired, was $32,500,
all of which was paid in cash. The Wilsonville teand assets have been integrated into the CompR&Psoperations. The fair value
of the consideration paid for this acquisition vedlecated to the assets purchased and liabilisssraed, based on their estimated fair
values as of the acquisition date, with any exeessrded as goodwill, and is included in the tai@éow, which summarizes 2013
acquisitions. Factors considered in determinatibgamdwill include synergies, workforce, verticatégration and strategic fit for the
Company. The Company’s purchase price allocatioagpeeliminary and subject to revision as more itletaanalyses are completed
and additional information about fair value of assnd liabilities becomes available.

The amounts related to the acquisitions of thesinbgses were allocated to the assets acquirethemidbilities assumed and included
in the Company’s condensed consolidated balancs slh®ecember 31, 2013 as follows :

(in thousands) 2013
Fixed asset $ 9,830
Other intangible assets, r 51,930
Goodwill 128,328
Other assets, net of cash acqui 21,843
Liabilities (32,340
Net assets acquire $ 179,501

2012 Acquisitions

On January 3, 2012, the Company acquired 100%eobtitstanding shares and voting rights of Z Coiamma(*Z Corp”) and Vidar
Systems Corporation (“Vidar”). Z Corp is a proviagrconsumer and professional 3D printers, 3D seesyrproprietary print materials
and printer services. Z Corp’s operations have betgrated into the Company and are included int@rs and other products and
services revenue. Vidar is a provider of medichh fscanners that digitize film for radiology, onegy, mammography and dental
applications. Vidar’'s operations have been integranto the Company and included in printers arioproducts revenue. The fair
value of the consideration paid for this acquisitiwas $134,918, net of cash acquired, all of whels paid in cash, and was allocated
to the assets purchased and liabilities assumestilmstheir estimated fair values as of the actimistlate, and is included in the table
below which summarizes 2012 acquisitions. Factorssiclered in determination of goodwill include sigies, workforce, vertical
integration and strategic fit for the Company.

Z Corp and Vidar, the only significant acquisitians2012, have been recorded in the printers ahdrgiroducts, print materials and
services categories of the Company’s consoliddtexh€ial statements since the date of acquisiR@venue for Z Corp and Vidar for
2012 was $55,637 and operating income was $8,478.

If the 2012 acquisition of Z Corp and Vidar had téecluded in the Company’s results of operatioimees January 1, 2011, the
consolidated revenue for 2012 and 2011 would haen 1$353,633 and $286,956, respectively. Net inoeméd have been $38,941
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and $27,487 for 2012 and 2011. The unaudited pradaesults provided reflect certain adjustmented to the acquisitions, such as
amortization expense on intangible assets acquaed,do not include any cost synergies or othercedfof the integration of the
acquisition. These pro forma amounts are not nacésindicative of the results that would have weed if the acquisition had been
completed at the beginning of 2011, nor are thejcative of the future operating results from tieenbined companies.

On April 5, 2012, the Company acquired 100% ofdhtstanding shares and voting rights of Fresh At (“Fresh Fiber”), moving
from a minority shareholder to 100% ownership. Rreiber designs and markets innovative 3D pringkssories for retail consumer
electronics. Fresh Fiber's operations have begiated into the Company and are included in ptedevenue. The fair value of the
consideration paid for this acquisition, net oftfcasquired, was $1,243, based on the Euro exchatgeat the date of acquisition, of
which $848 was paid in cash and $395 was paid @meshof the Company’s common stock. These shares isgued in a private
transaction exempt from registration under the 8ges Act of 1933. The fair value of the consiggon paid for this acquisition was
allocated to the assets purchased and liabilisssraed based on their estimated fair values dsecddquisition date, with any excess
recorded as goodwill, and is included in the tadow which summarizes 2012 acquisitions. The Fieiler acquisition is not
significant to the Company’'s financial statemeritactors considered in determination of goodwilllude synergies, workforce,
vertical integration and strategic fit for the Caany.

Subject to the terms and conditions of the Fredferfacquisition agreement, the seller has the fightarn an additional amount
pursuant to an earnout formula over a three-yeeogeas set forth in the acquisition agreement. €mout was determined to be
acquisition consideration and therefore is refle@e part of goodwill and was accrued based oadhaisition date fair value.

On April 10, 2012, the Company acquired 100% ofdhestanding shares and voting rights of Kodamaligs) LLC, which operates
My Robot Nation, (“My Robot Nation”), a consumecimology platform that provides intuitive, gameelikontent creation for 3D
printing. My Robot Nation's operations have beetegnated into the Company and revenue from thisiaitopn is included in services
revenue. The fair value of the consideration paidliis acquisition, net of cash acquired, was 42, 6f which $1,499 was paid in cash
and $1,250 was paid in shares of the Company’'s aamstock. These shares were issued in a privatesacsion exempt from
registration under the Securities Act of 1933. Taie value of the consideration paid for this asifion was allocated to the assets
purchased and liabilities assumed based on theastil fair values as of the acquisition date, \aitly excess recorded as goodwill,
and is included in the table below which summari28%2 acquisitions. The My Robot Nation acquisitismot significant to the
Company’s financial statements. Factors considereltermination of goodwill include synergies,wforce, vertical integration and
strategic fit for the Company.

On April 17, 2012, the Company acquired the asskfaramount Industries (“Paramount”), a directidapanufacturing provider of
product development solutions for aerospace andaaledevice applications, from design to productadrcertified end-use parts and
products. Paramount’s operations have been inggjriato the Company and revenue since the datecauigition is reported in
services revenue. The fair value of the considmrataid for this acquisition, net of cash acqujreds $7,953, of which $6,138 was
paid in cash and $1,815 was paid in shares of tmapany’s common stock. These shares were issuagiivate transaction exempt
from registration under the Securities Act of 198Be fair value of the consideration paid for thigjuisition was allocated to the assets
purchased and liabilities assumed based on thenastil fair values as of the acquisition date, witly excess recorded as goodwill,
and is included in the table below which summar2@$2 acquisitions. The Paramount acquisition issignificant to the Company’s
financial statements. Factors considered in detetiun of goodwill include synergies, workforceytieal integration and strategic fit
for the Company.

Subject to the terms and conditions of the Paramaoqguisition agreement, the seller has the righeédarn an additional amount
pursuant to an earnout formula over a five-yeaiopeas set forth in the acquisition agreement. @amout was determined not to be
acquisition consideration and therefore will beorgled as compensation expense in the period eatnedonnection with the
acquisition the Company entered into a lease agrremith the former owner of Paramount pursuanwhich the Company agreed to
lease the facilities at which Paramount condustejiterations. The lease provides for an initiahtef five years, with options for two
successive three-year terms.

On May 23, 2012, the Company acquired 100% of tlietanding shares and voting rights of Bespokeuations, Inc. (“Bespoke”), a
startup that is bringing a more personal approacthé way a broad spectrum of medical devices aweldped and used. Bespoke
develops proprietary, integrated scan, design aimt pechnology that is designed to deliver custfitrprosthetics, orthotics and
orthopedic devices that improve treatment andtiffesoutcomes. Bespoke’s operations have beenrated) into the Company and
revenue since the date of acquisition is repomegrdducts revenue. The fair value of the consta@rgaid for this acquisition, net of
cash acquired, was $7,903 of which $4,064 was jpa@sh and $3,144 was paid in shares of the Cogrgp@aommon stock. These
shares were issued in a private transaction exdropt registration under the Securities Act of 19%ibject to the terms and
conditions of the acquisition agreement, the sek&ve the right to a deferred payment of $695.falmevalue of the consideration paid
for this acquisition was allocated to the assetslmsed and liabilities assumed, based on the &stihfair values as of the acquisition
date, with any excess recorded as goodwill, aniidided in the table below which summarizes 20&@uésitions. The Bespoke
acquisition is not significant to the Company’sdfiitial statements. Factors considered in deterrmmaft goodwill include synergies,
workforce, vertical integration and strategic &t the Company.
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On July 23, 2012, the Company acquired 100% obtltstanding shares and voting rights of Viztu Tedbgies, Inc. (“Viztu”). Viztu

is the developer of Hypr3D™, an online platformtth#iows anyone to turn their pictures and videw® iprintable 3D creations .
Viztu's operations have been integrated into thenf@any and revenue since the date of acquisitiorciaded in services revenue. The
fair value of the consideration paid for this asifion, net of cash acquired, was $1,000, of wifisB0 was paid in cash and $500 was
paid in shares of the Company’s common stock. Tisasees were issued in a private transaction ex&wit registration under the
Securities Act of 1933. The fair value of the colesation paid for this acquisition was allocatedhe assets purchased and liabilities
assumed, based on their estimated fair values #seddcquisition date, with any excess recordedoasiwill, and is included in the
table below which summarizes 2012 acquisitionse Miztu acquisition is not significant to the Comp& financial statements.
Factors considered in determination of goodwillude synergies, workforce, vertical integration atrétegic fit for the Company.

Subject to the terms and conditions of the Viztguasition agreement, the seller has the right tm @a additional amount, of up to a
maximum of $1,000, pursuant to an earnout formuler @ four-year period as set forth in the acqoisiagreement. The earnout was
determined not to be acquisition considerationtaedefore will be recorded as compensation expengee period earned.

On October 1, 2012, the Company acquired 100% efotitstanding shares and voting rights of The latieg Modelmakers B.V.
(“TIM™), a full service provider of Quickparts cush parts services. The fair value of the constitamgoaid for this acquisition, net of
cash acquired, was $1,714, based on the exchargyefridne Euro at the date of acquisition, of wHidh148 was paid in cash and $566
was paid in shares of the Company’s common stobks@& shares were issued in a private transactiemgxfrom registration under
the Securities Act of 1933. The fair value of thensideration paid for this acquisition was allodate the assets purchased and
liabilities assumed, based on their estimatedviaines as of the acquisition date, with any excessrded as goodwill, and is included
in the table below which summarizes 2012 acquisitioThe Company integrated TIM into its Europearickparts services, and
revenue since the acquisition date is reporteceimices revenue. The TIM acquisition is not sigrfit to the Company’s financial
statements. Factors considered in determinatiogoofiwill include synergies, workforce, verticalégtation and strategic fit for the
Company.

On October 9, 2012, the Company acquired 100%ebtlistanding shares and voting rights of INUS Tiethgy, Inc., a developer of
scan-to-CAD and inspection software tools, knowrRapidform (“Rapidform”) . The fair value of the mgideration paid for this
acquisition, net of cash acquired, was $33,91&falthich was paid in cash. The fair value of tbasideration paid for this acquisition
was allocated to the assets purchased and liabil#ssumed, based on their estimated fair value$ the acquisition date, with any
excess recorded as goodwill, and is included intdbée below which summarizes 2012 acquisitiongiarm revenue is reported in
products revenue. The Rapidform acquisition is sigmnificant to the Company’s financial statemernfEsctors considered in
determination of goodwill include synergies, wornkfe, vertical integration and strategic fit for @empany.

The amounts related to the acquisitions of thes@nbases were allocated to the assets acquirethatidbilities assumed and included
in the Company’s condensed consolidated balanc siv®ecember 31, 2012 as follows:

(in thousands) 2012
Fixed asset $ 9,599
Intangible assel 200,407
Other liabilities, net of cash acquired and asasssime (18,719
Net assets acquire $ 191,287

Note 4 Inventories

Components of inventories, net at December 31, 2042013 are as follows:

(in thousands) 2014 2013

Raw material $ 46,850 $ 34,144
Work in proces: 2,304 3,050
Finished goods and pal 47,491 37,954
Inventories, ne $ 96645 $ 75,148
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Note 5 Property and Equipment

Property and equipment at December 31, 2014 an8 2@lsummarized as follows:

(in thousands) 2014 2013 Useful Life (in years)
Land $ 541 $ 541 N/A
Building 9,370 9,315 25
Machinery and equipme 84,443 56,962 3-7
Capitalized software 3,693 3,872 35
Office furniture and equipmel 3,478 3,586 3-5
Leasehold improvemen 12,447 9,395 Life of lease®
Rental equipmer 557 — 5
Construction in progres 20,082 4,014 N/A
Total property and equipme 134,611 87,685

Less: Accumulated depreciation and amortiza (52,730 (42,477

Total property and equipment, $ 81881 § 45,208

(@ Leasehold improvements are amortized on a striigitbasis over the shorter of (i) their estimateseful lives and (i) tr
estimated or contractual life of the related le.

Depreciation and amortization expense on propartyequipment for the years ended 2014, 2013 and 2@F $14,727, $9,746 and
$8,441, respectively.

Note 6 Intangible Assets

Intangible assets other than goodwill at DecemiieB814 and December 31, 2013 are as follows:

2014 2013
Weighted
Average
Useful Life
Accumulated Accumulated Useful Life  Remaining
(in thousands) Gross Amortization Net Gross Amortization Net (in years) (in years)
Intangible assets with finite
lives:
Licenses $ 5875 $ (5,875 $ — 3 5875 $ (5875 $ — N/A N/A
Patent cost 20,733 (7,369 13,364 21,545 (5,960 15,585 5-20 3
Acquired technolog 57,383 (18,241 39,142 30,095 (13,615 16,480 3-10 4
Internally developed .
softwarey P 9,073 (5517 3,556 18,097 (12,863 5,234 1-8 <1
Customer relationshir 157,139 (36,975 120,164 95,793 (18,283 77,510 3-11 2
Non-compete agreemer 35,469 (11,784 23,685 16,848 (6,666 10,182 3-11 3
Trade name 21,800 (4,455 17,345 9,302 (2,211 7,091 2-10 5
Other 39,100 (6,905 32,195 11,598 (4,081 7,517 4-10 1
Intangible assets with indefini
lives:
Trademark: 2,110 — 2,110 2,110 — 2,110 N/A N/A
Total intangible asse $ 348,682 $ (97,121 $ 251,561 $ 211,263 $ (69,554 $ 141,703 1-20 4

Amortization expense related to costs incurredhternally develop and extend patents in the UnBtades and various other countries
was $281, $250 and $215 for the years ended Deee3tb2014, 2013 and 2012, respectively.

Amortization expense related to acquired intangéssets was $39,203, $20,447 and $12,573 for thes ymded December 31, 2014,
2013 and 2012, respectively. Amortization of thigéangible assets is calculated on a straightiiasis over periods ranging from one
year to twenty years.

Annual amortization expense for intangible assetexipected to be $50,888 in 2015, $46,105 in 2646,802 in 2017, $33,280 in
2018 and $24,706 in 2019.
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Note 7 Goodwill

The following are the changes in the carrying amadfigoodwill by geographic reporting unit:

(in thousands) Americas EMEA Asia Pacific Total
Balance at January 1, 20 $ 168,202 $ 40,276 $ 31,836 $ 240,314
Effect of foreign currency exchange ra — 2,145 (967, 1,178
Goodwill acquired through acquisitio 96,533 28,734 3,307 128,574
Balance at December 31, 20 264,735 71,155 34,176 370,066
Effect of foreign currency exchange ra 1,804 (17,238 (992 (16,426
Goodwill acquired through acquisitio 72,872 163,025 — 235,897
Balance at December 31, 20 $ 339,411 $ 216,942 $ 33,184 $ 589,537

The effect of foreign currency exchange in thideaieflects the impact on goodwill of amounts releat in currencies other than the
U.S. dollar on the financial statements of subsid#&in these geographic areas resulting from #wrly effect of foreign currency

translation between the applicable functional awyeand the U.S. dollar. The remaining goodwill EIMEA and the entire amount of
goodwill for Asia Pacific represent amounts allechain U.S. dollars from the U.S. to those geograpieas for financial reporting

purposes.

Note 8 Employee Benefits

The Company sponsors a Section 401(k) plan (than™Plcovering substantially all its eligible U.Smployees. The Plan entitles
eligible employees to make contributions to thenPafter meeting certain eligibility requirementsoriiributions are limited to the
maximum contribution allowances permitted under theernal Revenue Code. The Company matches 50%hefemployee

contributions up to a maximum match of $1.5, as@eh in the Plan. The Company may also make dtsmmary contributions to the
Plan, which would be allocable to participantsge@dance with the Plan.

In addition, the Company has several other U.S. aod-U.S. defined contribution plans covering dligi U.S. and non-U.S.
employees, respectively. Postretirement benefitde@ to non-U.S. defined contribution plans, ottimn pensions, provide healthcare
benefits, and in some instances, life insurancefitsrfor certain eligible employees.

For the years ended December 31, 2014, 2013 ang, 208 Company expensed $721, $527 and $489, tesggcfor matching
contributions to defined contribution plans.

Note 9 Accrued and Other Liabilities

Accrued liabilities at December 31, 2014 and 203z follows:

(in thousands) 2014 2013
Compensation and benef $ 20,726 $ 13,197
Vendor accrual 10,451 5,449
Accrued professional fet 532 493
Accrued taxe: 8,577 1,834
Royalties payabl 1,796 750
Accrued interes 43 73
Accrued earnouts related to acquisitit 185 5,872
Accrued othe 1,909 762
Total $ 44219 $ 28,430
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Other liabilities at December 31, 2014 and 2013saramarized below:

(in thousands) 2014 2013
Defined benefit pension obligation $ 7,062 $ 5,861
Long term tax liability 2,029 90
Long term earnouts related to acquisitions 8,970 4,206
Long term deferred revenue 7,627 4,218
Other long term liabilities 9,210 826
Total $ 34,898 $ 15,201

Note 10 Hedging Activities and Financial Instrumeng

Generally accepted accounting principles requieeGbmpany to disclose its estimate of the fair a@timaterial financial instruments,

including those recorded as assets or liabilities its consolidated financial statements. The yéag amounts of current assets and
liabilities approximate fair value due to their gherm maturities. Generally, the fair value ofixed-rate instrument will increase as
interest rates fall and decrease as interest rates

The carrying amounts and fair values of the Comfgaother financial instruments at December 31, 28d 2013 were as follows:

2014 2013

(in thousands) Carrying Amount Fair Value Carrying Amount Fair Value
5.50% convertible note $ — — % 11,416  $ 12,035

I n November 2011, the Company entered into annituwdte under which it privately placed $152,000 &M% senior convertible notes
due December 15, 2016 with institutional and adteddnvestors. The estimated fair value of theedixate convertible notes in the
table above differs from the amounts reflected lum lialance sheet based on the difference betweemahdatory redemption value
and the market value of the notes. The remainingtanding Notes were converted during the thirdtguaf 2014.

The foregoing estimate is subjective and invavencertainties and matters of significant judgméftanges in assumptions could
significantly affect the Company’s estimates.

The Company conducts business in various counuis@sy both the functional currencies of those coestand other currencies to
effect cross border transactions. As a resultGbmpany is subject to the risk that fluctuationgdreign exchange rates between the
dates that those transactions are entered intdhedrespective settlement dates will result ifor@ign exchange gain or loss. When
practicable, the Company endeavors to match aasdtfabilities in the same currency on its balasiveet and those of its subsidiaries
in order to reduce these risks. When appropriag Gompany enters into foreign currency contraztisetdge exposures arising from
those transactions. The Company has elected moefmare and maintain the documentation to quatiffhedge accounting treatment
under ASC 815, “Derivatives and Hedging,” and tfene all gains and losses (realized or unrealizzd)recognized in “Interest and
other expense, net” in the consolidated statenadritecome and comprehensive income. Depending ein thir value at the end of the
reporting period, derivatives are recorded eithgurepaid expenses and other current assets ocine liabilities on the consolidated
balance sheet.

There were no foreign currency contracts outstandirDecember 31, 201 4 or at December 31, 2013 .

The total impact of foreign currency related iteomsthe consoli dated statements of income and celmepisive income was a loss of $
5,727 , aloss of $ 773 and a gain of $ 145 ferythars ended December 31, 201 4, 201 3 an@ 2@dspectively.

Note 11 Borrowinds

Credit Facility

On October 10, 2014, the Company and certain cfubsidiaries entered into a $150,000 five-yeaolkéng, unsecured credit facility
(the “Credit Agreement”) with PNC Bank, National seiation, as Administrative Agent, PNC Capital k&ts LLC, as Sole Lead
Arranger and Sole Bookrunner, HSBC Bank USA, Nas,Syndication Agent, and the other lenders pémtyeto (collectively, the
“Lenders”). The Credit Agreement comprises a revmvoan facility that provides for advances in tinitial aggregate principal
amount of up to $150,000 (the “Credit Facility'Subject to certain terms and conditions contaimedhe Credit Agreement, the
Company may, at its option and subject to custornanditions, request an increase in the aggregateipal amount available under
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the Credit Facility by an additional $75,000. T6eedit Agreement includes provisions for the issgaof letters of credit and
swingline loans.

The Credit Agreement is guaranteed by certain efGompany’s material domestic subsidiaries (thedi@ntors”). Pursuant to the
Credit Agreement, the Guarantors guarantee to @melérs, among other things, all of the obligatiohthe Company and each other
Guarantor under the Credit Agreement. From timdirtee, the Company may be required to cause additionaterial domestic
subsidiaries to become Guarantors under the Cheg@éement.

Generally, amounts outstanding under the Creditliabear interest, at the Company’s option, dhei the Base Rate or the LIBOR
Rate, in each case, plus an applicable margine Base advances bear interest at a rate per anquahte the sum of (i) the highest of
(A) the Administrative Agent’s prime rate, (B) tikederal Funds Open Rate plus 0.5% or (C) the DABYOR Rate for a one month

interest period plus 1%, and (ii) an applicable givathat ranges from 0.25% to 0.50% based uporCtirapany’s consolidated total

leverage ratio. LIBOR Rate advances bear interestrate based upon the London interbank offerésl fiax the applicable interest

period, plus an applicable margin that ranges fio25% to 1.50% based upon the Company’s consotidatal leverage ratio. Under

the terms of the Credit Agreement, (i) accruedreggeon each loan bearing interest at the BaseiRaggyable quarterly in arrears and
(i) accrued interest on each loan bearing intesesihe LIBOR Rate is payable in arrears on théezanf (A) quarterly and (B) the last

day of each applicable interest payment date foh é@an. The Credit Facility is scheduled to matoneOctober 10, 2019, at which
time all amounts outstanding thereunder will be dne payable.

The Company is required to pay certain fees in eotion with the Credit Facility, including a quaityecommitment fee equal to the
product of the amount of the average daily avadlabl/olving commitments under the Credit Agreenmeultiplied by a percentage that
ranges from 0.20% to 0.25% depending upon the Coypéeverage ratio, as well as customary admiaiiste fees.

The Credit Agreement contains customary represgentstwarranties, covenants and default provisionsa Credit Facility of this
type, including, but not limited to, financial cowants, limitations on liens and the incurrence elfitd covenants to preserve corporate
existence and comply with laws and covenants régarithe use of proceeds of the Credit Facility. Tinancial covenants include a
maximum consolidated total leverage ratio, whichthie ratio of consolidated total funded indebtednts consolidated EBITDA
(earnings before interest, taxes, depreciation @andrtization expense), as defined in the Crediteagrent, of 3.00 to 1.00, and a
minimum interest coverage ratio, which is the rafidConsolidated EBITDA to cash interest expen$e.80 to 1.0. The Company is
only required to be in compliance with the finahaavenants as of the end of any fiscal quartewfich there are any loans
outstanding at any time during such fiscal quarter.

There was no outstanding balance on the Creditifyaa$ of December 31, 2014.

5.5% S enior C onvertible N otes and | nterest E xgnse

In November 2011, the Company completed the priptdeement of $152,000 of 5.50% senior convertitidées due in December
2016. These notes are senior unsecured obligadinthsank equal in right of payment with all the Gamy’s existing and future senior
unsecured indebtedness. They are also seniorhib afgpayment to any subordinated indebtednesstihigaCompany may incur in the
future. The notes accrue interest at the rate58i%.per year payable in cash semi-annually on J6rend December 15 of each year.

During 2014, the remaining $12,540 of outstandintes were converted, reflecting a loss of $1,806He year ended December 31,

2014, compared to losses of $11,275 and $7,02fecésely, for the years ended December 31, 20H3241.2. As of December 31,
2014, there is no outstanding balance for the notes

The following table summarizes the principal amsuand related unamortized discount on convertibtes

(in thousands) 2014 2013

Principal amount of convertible not $ — $ 12,540
Unamortized discount on convertible na — (1,124
Net carrying valug $ — $ 11416

Interest Expense
Interest expense totaled $1,227, $3,425 and $14agtaBe years ended December 31, 2014, 2013 ahd, 28spectively and interest

income totaled $482, $1,258, and $168 for the yeaded December 31, 2014, 2013 and 2012, resplgctreflecting the combined
effect of the issuance and conversion of the sarovertible notes and lower interest rates onstaents.
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Other Debt

In connection with its acquisition of LayerWiseget@ompany assumed a portion of LayerWise’s outstgnioank debt, consisting of
$1,427 of revolving credit facilities and $240 erm loans. The term loans bear interest at rateging from 1.34% to 5.40% as of
December 31, 2014. The outstanding balance onretine lbans was $127, as of December 31, 2014, allhich was current. There
were no borrowings outstanding under the revohdreglit facilities as of December 31, 2014. Thera 3.125% commitment fee on
the unused portion of the facilities.

Note 12 Lease Obligations

The Company leases certain of its facilities andigent under capitalized leases and other fasliand equipment under non-
cancelable operating leases. The leases are dggnemala net-rent basis, under which the Companyspayes, maintenance and
insurance. Leases that expire at various datesghr@031 are expected to be renewed or replacdelalsgs on other properties. Rent
expense for the years ended December 31, 2014,&013012 aggregated $10,427, $6,891 and $4,9§8 ctvely.

The Company’s future minimum lease payments aseaeihber 31, 2014 under capitalized leases and axcetable operating leases,
with initial or remaining lease terms in exces®oé year, were as follows:

Capitalized Operating
(in thousands) Leases Leases
Years ending December 31:
2015 $ 1,112 % 10,006
2016 1,098 8,960
2017 1,125 6,649
2018 1,121 5,536
2019 1,117 4,733
Later years 9,252 7,531
Total minimum lease payments 14,825 $ 43,415
Less: amounts representing imputed inte (5,391
Present value of minimum lease payme 9,434
Less: current portion of capitalized lease obligas (529
Capitalized lease obligations, excluding currentipno $ 8,905

Rock Hill Facility

The Company leases its headquarters and reseatatesalopment facility pursuant to a lease agreémih Lex Rock Hill, LP. After
its initial term ending August 31, 2021, the leasevides t he Company with the option to renewléase for two additional five-year
terms. The lease also grants the Company the tagtduse Lex Rock Hill, subject to certain termd aanditions, to expand the leased
premises during the term of the lease, in whicke ¢he term of the lease would be extended. The lisas triple net lease and provides
for the payment of base rent of $669 in 2014 thihoRQ15, $683 in 2016, including a rent escalatim2016, $709 in 2017 through
2020 and $723 in 2021. Under the terms of the |e¢dse Company is obligated to pay all taxes, iasge, utilities and other operating
costs with respect to the leased premises . [Bhaise is recorded as a capitalized lease obligatater ASC 840, “Leases.” The
implicit interest rate was 6.93% as of December2B14 and 2013.

Other Capital Lease Obligations

The Company leases other equipment with lease t#mmasgh August 2018. In accordance with ASC 84Be Company has recorded
these leases as capitalized leases. The implieiteist rate ranged from 1.75% to 8.06% at DecerdbeR014 and 1.75% to 7.80% at
December 31, 2013.

Note 13 Preferred Stock

The Company had 5,000 shares of preferred stotkviiee authorized but unissued at December 31, 268142013.
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Note 14 StockBased Compensation

Effective May 19, 2004, the Company adopted its&2b@entive Stock Plan, as further amended andtexsion February 3, 2015 (the
“2004 Stock Plan”) and its 2004 Restricted StocanPior Non-Employee Directors (the “2004 Directdar?). Effective upon the
adoption of these Plans, all the Company’s previtosk option plans terminated, except with respeatptions outstanding under
those plans. As of December 31, 2014 and 2018eatkd options had been exercised and there wesptitms outstanding. All stock-
based compensation expense for vested optionsawsagnized prior to 2008.

In 2014, the maximum number of shares of commocksteserved for issuance under the 2004 Stock\Résnincreased from 4,000 to
6,000. Total awards issued under this plan, neepéirchases, amounted to 1,026 shares of reststoett in 2014, 1,046 shares of
restricted stock in 2013, and 540 shares of résttistock in 2012. The Company estimated the furatee associated with awards
granted in 2014, 2013 and 2012 as $49,121, $64842%20,458, respectively, which is calculated tasethe fair market value of the
common stock on the date of grant less the amaaint py the recipient and is expensed over the nggieriod of each award. The
compensation expense recognized in 2014, 2013 abd @as $31,944, $12,958 and $4,818, respecti@inerally, each of these
awards is made with a vesting period of three y&afs/e years from the date of grant and requihesrecipient to pay the lesser of
$1.00 for each share or an amount equal to terepeof the fair market value of the Company’s comrstock per share at the date of
grant.

The purpose of the 2004 Stock Plan is to providénaantive that permits the persons responsiblélferCompany’s growth to share
directly in that growth and to further the identif/their interests with the interests of the Compa stockholders. Any person who is
an employee of or consultant to the Company, arbaidiary or an affiliate of the Company, is eligilto be considered for the grant of
restricted stock awards, stock options or perforeaawards pursuant to the 2004 Stock Plan. The 2@@ek Plan is administered by
the Compensation Committee of the Board of Direstathich, pursuant to the provisions of the 200tKPlan, has the sole authority
to determine recipients of awards under that ptlae,number of shares to be covered by such awadishe terms and conditions of
each award. The 2004 Stock Plan may be amendedgdlor discontinued at the sole discretion ofBbard of Directors at any time.

The 2004 Director Plan provides for the grant otawp00 shares of common stock to non-employeettire (as defined in the Plan) of
the Company, subject to adjustment in accordante twe terms of the Plan. The purpose of this Ran attract, retain and motivate
non-employee directors of exceptional ability anghtomote the common interests of directors ancksiders in enhancing the value
of the Company’s common stock. Each non-employescttir of the Company is eligible to participatehis Plan upon their election
to the Board of Directors. The Plan provides fatiahgrants of 1 share of common stock to eachlye@lected non-employee director,
annual grants of 3 shares of common stock as ofld®e of business on the date of each annual mgeefistockholders, and interim
grants of 3 shares of common stock, or a pro ratdgm thereof, to non-employee directors electetheetings other than the annual
meeting. Effective April 1, 2013, the Board of Diters amended this Plan to increase the limit efwhlue of any award of shares
made to an eligible director to $100, valued ondhte of award. The issue price of common stock@d@dhunder this Plan is equal to
the par value per share of the common stock. Thepaoy accounts for the fair value of awards of camratock made under this
Plan, net of the issue price, as director compansaxpense in the period in which the award is endduring the years ended
December 31, 2014, 2013 and 2012, the Companydedd$849, $600 and $300, respectively, as diresorpensation expense in
connection with awards of 17 shares in 2014, 12esha 2013 and 11 shares in 2012 of common staattento the non-employee
directors of the Company pursuant to this Plan.

377 shares of common stock were available for &ugrants under the 2004 Stock Plan. The statuseo€bmpany’s stock options is
summarized below:

2014 2013 2012

Weighted Weighted Weighted

Average Average Average
(shares and options in thousands) Options  Exercise Price Options  Exercise Price Options  Exercise Price
Outstanding at beginning of ye — $ — — 3 — 1,076 $ 3.76
Exercisec — — — — (1,056 3.70
Lapsed or cancele = — — — (20) 7.12
Outstanding at end of ye — — — — — $ —
Options exercisable at end of y« — — —
Shares available for future option gra® 377 1,445 1,667

(@ Assumes the issuance of options permitted by tiod Ricentive Stock Plan.
As of December 31, 2012, all stock options werer@sged or expired; consequently, no stock optioesenwoutstanding or exercised

during 2014 or 2013. The aggregate intrinsic valfistock options exercised during 2012 was $39,8é5rmined as of the date of
exercise.
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Note 15 International Retirement Plan

The Company sponsors a non-contributory definecefitepension plan for certain employees of a no8-Wubsidiary initiated by a
predecessor of the subsidiary. The Company mamtaisurance contracts that provide an annuity ihatsed to fund the current
obligations under this plan. The net present valfighat annuity was $2,981 and $3,144 as of Decei®be2014 and 2013,
respectively. The net present value of that annisityicluded in “Other assets, net” on the Compamgnsolidated balance sheets at
December 31, 2014 and 2013. The following tablevigdes a reconciliation of the changes in the prtej@denefit obligation for the
years ended December 31, 2014 and 2013:

(in thousands) 2014 2013
Reconciliation of benefit obligation

Obligations as of January $ 5,987 $ 5,240
Service cos 150 144
Interest cos 200 198
Actuarial loss 1,719 302
Benefit payment (144, (122
Effect of foreign currency exchange rate char (718 225
Obligations as of December 7,194 5,987
Funded status as of December 31 (net of tax b! $ (7,194  $ (5,987

The projected benefit obligation in the table abmatudes $1,719 and $302 of unrecognized netflusthe years ended December 31,
2014 and 2013, respectively. At December 31, 2€Hel Company recorded the $1,719 loss , net of $&@toarial amortization and a
$515 tax benefit, as a $1,135 adjustment to “Acdated other comprehensive income” in accordanck A8C 715, “Compensation —
Retirement Benefits.” At December 31, 2013, the @any recorded the $ 302 loss , net of $5 6 afal amortization and a $78 tax
benefit, as a $168 adjustment to “Accumulated otb@mprehensive income” in accordance with ASC 7I1Zgmpensation —
Retirement Benefits.”

The Company has recognized the following amountlérconsolidated balance sheets at December 24,8t 2013:

(in thousands) 2014 2013
Accrued liabilities $ 132 % 127
Other liabilities 7,062 5,860
Projected benefit obligatic 7,194 5,987
Accumulated other comprehensive inco (2,211 (1,076
Total $ 4983 $ 4911

The following projected benefit obligation and acaudated benefit obligation were estimated as ofdbawer 31, 2014 and 2013:

(in thousands) 2014 2013
Projected benefit obligatic $ 7,194 $ 5,987
Accumulated benefit obligatic $ 6301 $ 5,553

The following table shows the components of neioglie benefit costs and other amounts recognizeattier comprehensive income:

(in thousands) 2014 2013
Net periodic benefit cos
Service cos $ 150 $ 144
Interest cos 200 198
Amortization of actuarial los 69 56
Total $ 419 $ 398

Other changes in plan assets and benefit obligatiecognized in other
comprehensive incom

Net loss 1,135 168
Total expense recognized in net periodic benefit aad other comprehensive
income $1554 $ 566
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The following assumptions are used to determinefieobligations as of December 31:

2014 2013
Discount rate 2.40% 3.50%
Rate of compensatic 3.00% 2.00%

The following benefit payments, including expectetlire service cost, are expected to be paid:

(in thousands)
Estimated future benefit paymen

2015 $ 135
2016 152
2017 155
2018 158
2019 175
202(-2024 1,142

Note 16 Warranty Contracts

The Company provides product warranties for uprte pear , or longer if required by applicable lawgegulations, as part of sales
transactions for certain of its printers. Warrargyenue is recognized ratably over the term ofithgranties, which is the period during
which the related costs are incurred. This warrartyides the customer with maintenance on thepegeint during the warranty

period and provides for certain repair, labor agplacement parts that may be required. In conneetith this activity, the Company

recognized warranty revenue and incurred warrangyscas shown in the table below.

Warranty Revenue Recognition:

Beginning Balance Ending Balance

Deferred Warranty Warranty Revenue Warranty Revenue Deferred Warranty
(in thousands) Revenue Deferred Recognized Revenue
Year Ended December 2
2014 $ 9,141 $ 17,185 $ (14,412 % 11,914
2013 4,081 14,681 (9,621 9,141
2012 3,094 7,540 (6,553 4,081
Warranty Costs Incurred:
(in thousands) Materials Labor and Overhead Total
Year Ended December 2
2014 $ 5958 $ 6,662 $ 12,620
2013 4,441 4,821 9,262
2012 2,672 3,720 6,392
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Note 17 Computation of Net Income per Share

The Company presents basic and diluted earningshage (“EPS”) amounts. Basic EPS is calculatedibigling net income available
to common stockholders by the weighted average eumbcommon shares outstanding during the appbcpériod. Diluted EPS is
calculated by dividing net income available to 3ist8ms’ common stockholders by the weighted averageber of common and
common equivalent shares outstanding during thdicatyle period. The following table is a recondilim of the numerator and
denominator of the basic and diluted income peresbamputations for the years ended December 34,2013 and 2012:

(in thousands, except per share amounts) 2014 2013 2012
Numerator:
Net income attributable to 3D Syste— numerator for basic net earnings per share $ 11,637 $ 44,107 $ 38,941

Add: Effect of dilutive securities
5.50% convertible notes (after-tak) — — —
Numerator for diluted earnings per sh $ 11,637 $ 44,107 $ 38,941

Denominator:
Weighted average shares — denominator for basic net

earnings per shar 108,023 98,393 80,817
Add: Effect of dilutive securities
Stock options and other equity compensation — — 906
5.50% convertible notes (after-taX) — — —
Denominator for diluted earnings per share 108,023 98,393 81,723

Earnings per share

Basic and Diluted $ 011 $ 045 $ 048
Interest expense excluded from diluted earningspare calculatio® $ — $ 1835 $ 9,002
5.50% Convertible notes shares excluded from dile&rnings per share calculat® — 1,764 5,957

(@ Average outstanding diluted earnings per shareut@tlon excludes shares that may be issued uporecsion of th
outstanding senior convertible notes since thecetietheir inclusion would have been «dilutive.

Note 18 Noncontrolling Interests

On July 15, 2013, the Company acquired approxima82Pbo of the outstanding shares and voting rightBhenix Systems, a global
provider of direct metal selective laser sinterBig printers based in Riom, France. Phenix’s opegatesults are included in these
consolidated financial statements. In accordantk WEC 810, “Consolidation,” the carrying value the noncontrolling interest is
reported in the consolidated balance sheets apaaate component of equity and consolidated neinirechas been adjusted to report
the net income attributable to the noncontrollingeiest. Subsequent to the acquisition, the Companypleted a tender offer and
acquired additional shares and voting rights ofrlBh8ystems. As of December 31, 2014, the Compavryed approximately 95% of
the capital and voting rights of Phenix Systems.

Note 19 Fair Value Measurements

ASC 820, “Fair Value Measurements and Disclosurdsfines fair value as the exchange price that @vbel received for an asset or
paid to transfer a liability (an exit price) in tpeincipal or most advantageous market for thetawskability in an orderly transaction
between market participants on the measurement A&€ 820 also establishes a fair value hierarchyjclwv requires an entity to
maximize the use of observable inputs that maydeel to measure fair value:

« Level 1- Quoted prices in active markets for identicak&sser liabilities;

« Level 2— Observable inputs other than Level 1 prices suchuased prices for similar assets or liabilitiesipted prices i
markets that are not active; or other inputs that @bservable or can be corroborated by observalaeket data fc
substantially the full term of the assets or liiieis; or

« Level 3- Unobservable inputs that are supported by littl@@market activity and that are significant to fae value of th
assets or liabilities
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For the Company, the above standard applies to egsivalents, convertible senior notes and foresgohange contracts. The
Company utilizes the market approach to measuresédile for its financial assets and liabilitieheTmarket approach uses prices and
other relevant information generated by marketsaations involving identical or comparable assetgbilities.

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

Fair Value Measurements as of

December 31, 201 December 31, 201.
(in thousands) Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3 Total
Description
Cash equivalent® $190,628 $ — $ — $190,628 $226,895 $ — $ — $ 226,895

(@ Cash equivalents include funds held in money mairk&tuments and are reported at their currentyoagrvalue whicl
approximates fair value due to the shterim nature of these instruments and are includea@sh and cash equivalents in
consolidated balance she

The Company did not have any transfers of assetdialilities between Level 1 and Level 2 of thé fealue measurement hierarchy
during the quarter or year ended December 31, 2014.

In addition to the financial assets and liabilitiesluded above, certain of our non-financial assaid liabilities are to be initially
measured at fair value on a non-recurring basis ificludes items such as non-financial assetdiahiities initially measured at fair
value in a business combination (but not measuréairavalue in subsequent periods) and non-finginddng-lived assets measured at
fair value for an impairment assessment. In genea@i-financial assets and liabilities includingodwill, other intangible assets and
property and equipment are measured at fair valwenvthere is an indication of impairment and amomed at fair value only when
impairment is recognized. The Company has not gsgbany impairments related to such assets antdthao other significant non-
financial assets or non-financial liabilities regug adjustments or write-downs to fair value a®etember 31, 2014 and 2013.

Note 20 Income Taxes

The components of the Company’s income before irctares are as follows:

(in thousands) 2014 2013 2012
Income before income taxes:
Domestic $ 5,751 $ 55,826 $ 34,105
Foreign 11,636 8,180 9,174
Total $ 17,387 $ 64,006 $ 43,279

The components of income tax provision for the gearded December 31, 2014, 2013 and 2012 arelawsol

(in thousands) 2014 2013 2012
Current:
U.S. federal $ 23336 $ 24688 $ 441
State 72 1,926 1,031
Foreign 6,588 3,165 3,527
Total 29,996 29,779 4,999
Deferred:
U.S. federa (21,624 (7,760 869
State (87) (450; (798,
Foreign (2,844 (1,682 (732
Total (24,555 (9,892 (661
Total income tax provisio $ 5441 $ 19887 $ 4,338
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The overall effective tax rate differs from thetatary federal tax rate for the years ended Dece@be2014, 2013 and 2012 as

follows:

Tax provision based on the federal statutory
Nondeductible expens:

Uncertain tax position

Deemed income related to foreign operati

Return to provision adjustments, foreign currerd daferred balance
Foreign income tax rate differenti

State taxes, net of federal benefit, before vatuadillowance
Release of valuation allowanc

Use of no-operating losses against U.S. taxable inc
Foreign tax credits related to abc

Domestic production activities deducti

Research credit

Other

Effective tax rate

% of Pretax Income

2014 2013 2012
35.0% 35.0% 35.0%
12.5 — —
11.2 — —
8.1 0.2 0.1
2.5 (0.4) 0.5
0.5 (0.3) .7)
0.3 2.4 2.3
— — (124
— — (148
(6.3) — —
(12.0, (3.6) —
(21.9 (0.6) —
1.4 (1.6) 0.2)
31.3% _31.1% _ 10.0%

The difference between the Company’s effective rabe for 2014 and the federal statutory rate wdas p@&rcentage points. The
Company incurred nondeductible expenses and remedgrincome for tax purposes, net of tax creditg, inoluded in financial

statement income, increasing the effective tax rllbe Company is benefiting from the U.S. domegtimduction activities deduction
and from research credits, reducing the effectixerate.

The difference between the Company's effective fabe for 2013 and the federal statutory rate w&s prcentage points. The
Company reported positive U.S. taxable income,aasl therefore entitled to use the domestic prododiitivities deduction provided
to producers in the United States, effectively long the U.S. tax rate applicable to productionvéiies.

The difference between the Company’s effective rate for 2012 and the federal statutory rate redufirimarily from changes in
valuation allowances. These comprised:

The release of valuation allowances against celfa® deferred tax assets. This release was basedthe Company’
results of operations. The Company concluded du2bitP that it is more likely than not that a pantif its current U.¢
deferred tax assets will be realized. As a resulaccordance with ASC 740, the Company releaseddmainder of i
valuation allowances related to $12,388 of resenaesruals and tax credits and to $7,602 of netaimg los:
carryforwards for state income tax purposes, regpih no valuation allowance as of December 31,20 his resulted

a nor-cash income tax benefit of $5,37

Other changes in valuation allowances were a reduiitilizing U.S. loss carryforwards, which hadfidl valuatior
allowance against them, to eliminate all federal arost state income tax expense otherwise ari

In 2014 and 2013, the Company had no valuatiomaliece against net deferred income tax assets.

In 2012, the Company’s valuation allowance agaiestdeferred income tax assets decreased by $8[A&ldecrease consisted of an
$8,781 decrease against the U.S. deferred incomassets. The decrease in the valuation allowageest the net U.S. deferred
income tax assets resulted primarily from the iaseein the Company’s domestic net operating incandncrease in the amount of
deferred income tax liabilities and from the rekeagvaluation allowances against U.S. net defaiagdssets.
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The components of the Company’s net deferred inctareassets and net deferred income tax liabildie®ecember 31, 2014 and
2013 are as follows:

(in thousands) 2014 2013
Deferred income tax assets:
Tax credit carryforwards $ 4,139 $ 2,713
Net operating loss carryforwards 4,474 5,725
Reserves and allowances 12,016 5,927
Stock options and restricted stock awe 15,156 3,174
Deferred lease reveni 270 86
Senior convertible note — 1,042
Accrued liabilities 1,501 342
Property, plant and equipme — 629
Total deferred income tax ass 37,556 19,638
Deferred income tax liabilitie
Intangibles 50,324 32,737
Property, plant and equipme 2,122 —
Accrued liabilities — —
Total deferred income tax liabilitie 52,446 32,737
Net deferred income tax liabilitie $ (14,890  $ (13,099

The Company’s net deferred income tax liabilitieslude both current and noncurrent amounts. Acchabdities and deferred lease
revenue are classified as current. Portions ofveseand allowances, tax credit carryforwards, metdoperating loss carryforwards that
would be available within the next year are clasdifas current, with the remainder of the balarlessified as noncurrent. Stock
options and restricted stock awards, except foratheunt vesting within the next year, propertynpland equipment, and intangibles
are also classified as noncurrent.

The Company accounts for income taxes in accordaitbteASC 740. Under ASC 740, deferred income tagets and liabilities are
determined based on the differences between finhatatement and tax bases of assets and liagjliiging enacted rates in effect for
the year in which the differences are expectedetense. The provision for income taxes is basedlamestic and international
statutory income tax rates in the jurisdictionsvimich the Company operates.

At December 31, 2014, $4,474 of the Company’s defeincome tax assets was attributable to $38,¥38eb operating loss
carryforwards, which consisted of $5,092 loss darryards for U.S. federal income tax purposes, $@8,0f loss carryforwards for
U.S. state income tax purposes and $6,881 of lsgforwards for foreign income tax purposes.

At December 31, 2013, $5,725 of the Company’s detelincome tax assets was attributable to $52,17feb operating loss
carryforwards, which consisted of $6,856 loss darrwyards for U.S. federal income tax purposes, $38,0f loss carryforwards for
U.S. state income tax purposes and $6,387 of lsgforwards for foreign income tax purposes.

At December 31, 2012, $1,949 of the Company’s defelincome tax assets was attributable to $42,Z08eb operating loss
carryforwards, which consisted of no loss carryfams for U.S. federal income tax purposes, $41@f4dss carryforwards for U.S.
state income tax purposes and $1,155 of loss cawgfds for foreign income tax purposes.

The net operating loss carryforwards for U.S. fatlercome tax purposes begin to expire in 2022. fiéteoperating loss carryforwards
for U.S. state income tax purposes begin to expi020. In addition, certain loss carryforwards flareign income tax purposes begin
to expire in 2018 and certain other loss carryfodsdor foreign purposes do not expire. Ultimatézation of these loss carryforwards
depends on future taxable earnings of the Compadyts subsidiaries.

At December 31, 2014, tax credit carryforwardsudeld in the Company’s deferred income tax assetsisted of $2,196 of research
and experimentation tax credit carryforwards fog Ustate income tax purposes, $810 of foreign tedits for U.S. federal income tax
purposes, $518 of research and experimentatiocrdit carryforwards for foreign income tax purposed $615 of other state tax
credits. The state research and experimentatialitsr@o not expire; the other state credits begiexpire in 2017.

At December 31, 2013, tax credit carryforwardstideld in the Company’s deferred income tax assetsisted of $2,040 of research
and experimentation tax credit carryforwards foSUstate income tax purposes, $58 of such tax tcoadiyforwards for foreign
income tax purposes and $615 of other state taditsreThe state research and experimentation srelditnot expire; the other state
credits begin to expire in 2017.
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At December 31, 2012, tax credit carryforwardsudeld in the Company’s deferred income tax assetsisted of $735 of research
and experimentation tax credit carryforwards foSUfederal income tax purposes, $2,040 of suclctedit carryforwards for U.S.
state income tax purposes and $615 of other stateredits. The state research and experimentatiedits do not expire; the other
federal and state credits begin to expire in 2017.

The Company recorded $7,653 to additional paidajsital during 2014 with respect to the vestingestricted stock awards.

The Company has not provided for any taxes on aqpately $23,628 of unremitted earnings of its fgresubsidiaries, as the
Company intends to permanently reinvest all suaimiegs outside the U.S. We believe a calculatiorthef deferred tax liability
associated with these undistributed earnings isactjzable.

The Company increased its unrecognized benefit$1h829 for the year ended December 31, 2014 anceased these benefits by
$459 for the year ended December 31, 2013. The @oynplso accrued $110 in interest and penaltieselto the unrecognized tax
benefits. The Company does not anticipate any iaddit unrecognized tax benefits during the nextweenonths that would result in a
material change to its consolidated financial posit

Unrecognized Tax Benefits

(in thousands) 2014 2013 2012

Balance at January 1 $ (16) $ 475 $ (393
Increases related to prior year tax positions — 380 300
Decreases related to prior year tax posit| — — (378
Increases related to current year tax posit (1,829 — —
Decreases related to current year tax posit — — 4)
Decreases in unrecognized liability due to settievith foreign tax authoritie — 79 —
Balance at December : $ (1845 $ (16) $ (475

The Company includes interest and penalties irctimsolidated financial statements as a componentofne tax expense.

Tax years 2011 through 2014 remain subject to exatioin by the U.S. Internal Revenue Service. The@any has utilized U.S. loss
carryforwards causing the years 1997 to 2007 teutect to examination. The Company files incomer&urns (which are open to
examination beginning in the year shown in paresghgin Australia (2009), Belgium (2010), BraziD{2), China (2010 ) , France
(2011), Germany (2011), India (2012), Israel (201&ly (2009), Japan (2007), Korea (2008), Mex{2014), Netherlands (2007),
Switzerland (2008 ), the United Kingdom (2009) &frdguay (2014) .

Note 21 Segment Information

The Company operates in one reportable businesaesgg The Company conducts its business througkidiabies in the United
States, a subsidiary in Israel that operates arelseand production facility and sales and seruvifiees, a subsidiary in Switzerland
that operates a research and production facilitysigliaries in France and Brazil that operate petidn facilities and sales and service
offices, and sales and service offices operatedtbgr subsidiaries in Europe (Belgium, Germany,Unéed Kingdom, Italy and the
Netherlands) and in Asia Pacific (Australia, Chihagdlia, Japan and Korea). The Company has histlyridésclosed summarized
financial information for the geographic areas qieations as if they were segments in accordante A&C 280, “Segment
Reporting.” Financial information concerning ther@many’s geographical locations is based on thetilmeaf the selling entity. Such
summarized financial information concerning the @amy’s geographical operations is shown in thefaihg tables:

(in thousands) 2014 2013 2012
Revenue from unaffiliated customers:
Americas $ 333,925 $ 284,752 % 196,414
Germany 87,021 51,245 39,748
Other EMEA 109,066 82,536 60,939
Asia Pacific 123,640 94,867 56,532
Total $ 653,652 $ 513,400 $ 353,633
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(in thousands)
Americas
Germany
Other EMEA
Asia Pacific
Total

(in thousands)
Americas
Germany
Other EMEA
Asia Pacific
Total

(in thousands)
Americas
Germany
Other EMEA
Asia Pacific
Total

(in thousands) 2014 2013 2012
Products $ 283,339 % 227,627 % 126,798
Materials 158,859 128,405 103,182
Services 211,454 157,368 123,653
Total revenue $ 653,652 $ 513,400 $ 353,633
Year Ended December 31, 201
Intercompany Sales tc
Americas Germany Other EMEA Asia Pacific Total
$ 201 % 3,217 $ 42,622 3 2,283 48,323
43,841 — 3,131 — 46,972
20,580 6,742 2,066 — 29,388
14,433 8 2,739 2,759 19,939
$ 79,065 $ 9,967 $ 50,558 $ 5,042 144,622
Year Ended December 31, 201
Intercompany Sales tc
Americas Germany Other EMEA Asia Pacific Total
$ —  $ 23,100 $ 15,622 $ 5,438 44,160
1,825 — 4,135 — 5,960
26,862 1,688 2,090 566 31,206
1,659 641 67 1,431 3,798
$ 30,346 $ 25,429 $ 21914 $ 7,435 85,124
Year Ended December 31, 201
Intercompany Sales tc
Americas Germany Other EMEA Asia Pacific Total
$ — 3 6,823 $ 4,153 $ 1,044 12,020
197 — 2,205 — 2,402
4,812 26 255 38 5,131
195 — — — 195
$ 5204 % 6,849 $ 6,613 $ 1,082 19,748
(in thousands) 2014 2013 2012
Income (loss) from operation
Americas $ (24,663 $ 43,743 % 37,743
Germany 2,749 302 1,305
Other EMEA 9,181 7,849 5,415
Asia Pacific 40,131 30,499 16,528
Subtotal 27,398 82,393 60,991
Inter-segment eliminatio (1,083 (1,532 (420°
Total $ 26315 $ 80,861 $ 60,571
(in thousands) 2014 2013 2012
Depreciation and amortizatio
Americas $ 38,876 $ 21,826 % 17,049
Germany 1,075 961 178
Other EMEA 11,427 4,410 2,983
Asia Pacific 3,810 3,247 1,019
Total $ 55,188 $ 30,444 $ 21,229
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(in thousands) 2014 2013 2012
Capital expenditure:

Americas $ 18,187 $ 5166 $ 2,177
Germany 235 21 49
Other EMEA 3,680 1,171 857
Asia Pacific 625 614 141
Total $ 22,727  $ 6972 % 3,224
(in thousands) 2014 2013
Assets:
$
Americas $ 1,018,11< 870,208
Germany 47,524 38,685
Other EMEA 382,259 120,562
Asia Pacific 78,074 68,401
Total $ 1,525,97( $ 1,097,85¢€
(in thousands) 2014 2013
Cash and cash
equivalents
$
Americas $ 245,219 286,377
Germany 6,640 3,441
Other EMEA 15,556 8,915
Asia Pacific 17,447 7,583
Total $ 284,862 $ 306,316
(in thousands) 2014 2013
Long-lived assets
$
Americas $ 570,049 426,221
Germany 19,994 23,134
Other EMEA 309,817 71,269
Asia Pacific 45,420 50,377
Total $ 945,280 $ 571,001

Note 22 Commitments and Contingencies

The Company leases office space and certain fuenédnd fixtures under various non-cancelable opgyd¢ases. Rent expense under
operating leases was $10,427, $6,891 and $4,968fot, 2013 and 2012, respectively.

As of December 31, 2014, the Company has supplyndtments for printer assemblies for the first gaaxf 2015 that total $56,620
compared to $41,091 at December 31, 2013.

Certain of the Company’s acquisitions contain eatmpoovisions under which the sellers of the aaplibusinesses can earn additional
amounts. The total liabilities recorded for theseneuts as of December 31, 2014 was $9,155 compar$d,578 at December 31,
2013. See Note 3 for details of acquisitions amated commitments.

Put Options

Owners of interests in a certain subsidiary haeeripht in certain circumstances to require the gany to acquire either a portion of
or all of the remaining ownership interests heldtibym. The owners’ ability to exercise any sucht“pption” right is subject to the
satisfaction of certain conditions, including cdiafis requiring notice in advance of exercise. didition, these rights cannot be
exercised prior to a specified exercise date. Hezoise of these rights at their earliest contralctlate would result in obligations of
the Company to fund the related amounts in 2019.
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Management estimates, assuming that the subsidvangd by the Company at December 31, 2014, perfonas the relevant future
periods at their forecasted earnings levels, thatd rights, if exercised, could require the Corgpam future periods, to pay
approximately $8,872 to the owners of such rightadquire such ownership interests in the relesahsidiary. This amount has been
recorded as redeemable noncontrolling interestherbalance sheet at December 31, 2014. Theat#immount payable relating to
this transaction will vary because it is dependsnthe future results of operations of the subjesiness.

Indemnification

In the normal course of business the Company piedtid enters into agreements to indemnify custanwersuppliers against claims of
intellectual property infringement made by thirdts arising from the use of the Company’s prosluktlistorically, costs related to
these indemnification provisions have not beeniggmt and the Company is unable to estimate tlsimum potential impact of

these indemnification provisions on our future tessaf operations.

To the extent permitted under Delaware law, the @amy indemnifies directors and officers for certairents or occurrences while the
director or officer is, or was serving, at the Ca@my's request in such capacity, subject to limiggdeptions. The maximum potential
amount of future payments the Company could beireduo make under these indemnification obligaigunlimited; however, the

Company has directors and officers insurance cgeethat may enable the Company to recover futureuats paid, subject to a
deductible and the policy limits. There is no aasge that the policy limits will be sufficient tower all damages, if any.

Litigation

On November 20, 2012, the Company filed a complai@ain action titled 3D Systems, Inc. v. Formldbs, and Kickstarter, Inc. in the
United States District Court for the District of 8b Carolina (Rock Hill Division) asserting thatrAdabs’ and Kickstarter's sales of
the Form 1 3D printer infringed on one of the Comya patents relating to stereolithography machifesmlabs and Kickstarter filed
a motion to dismiss or transfer venue on Febru&ry?®13, and the Company filed a first amended daimpon March 8, 2013. On
May 8, 2013, the Court granted the parties’ joirdtion to stay the case until September 3, 2013ntmbke the parties to continue
settlement discussions. On November 8, 2013, thmpaay voluntarily dismissed the South Carolina claimp and filed a new
complaint in the United States District Court foetSouthern District of New York asserting thatrlabs’ sales of the Form 1 3D
printer infringed on eight of the Company’s patergiating to stereolithography machines. On Deeand®, 2013, Formlabs filed a
motion to dismiss the Company’s claims of indirant willful infringement, and the Company filed @morandum in opposition on
January 6, 2014. Formlabs filed a reply on Janui&ry2014. The Court ruled on the motion to disnoissMay 12, 2014, granting in
part and dismissing in part Formlabs’ motion. Trar@any filed a first amended complaint on May 18142 and Formlabs filed its
answer on September 2, 2014. On December 1, 2@l &ampany and Formlabs agreed to the entry ofder aismissing all claims
and counterclaims with prejudice. The order wasrmmnt into pursuant to the terms of a Settlement laoense Agreement dated
November 25, 2014 between the Company and Forniaer which the Company granted to Formlabs a wodel, non-exclusive,
royalty bearing, license, without the right to saéhse, to make and sell Formlabs products undesubject patents. In consideration
of the license and releases granted by the Compammlabs agreed to pay the Company a royalty @¥8of net sales of Formlabs
products through the effective period.

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

Note 23 Accumulated Other Comprehensive Income (Le$

The changes in the balances of accumulated otimeprahensive inc ome by component are as follows:

Foreign currency Defined benefit pensioi
(in thousands) translation adjustment plan Total
Balance at December 31, 20 $ 6,865 $ (1,076 $ 5,789
Other comprehensive (los (29,060 (1,135 (30,195
Balance at December 31, 20 $ (22,195 $ (2211 3 (24,406

The amounts presented above are in other comprighénsome and are net of taxes. For additionalrimfation about foreign currency
translation, see Note 10. For additional informa@out the pension plan, see Note 15.
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Note 24 Selected Quarterly Financial Data (unauditd)

The following tables set forth unaudited selectadrterly financial data:

Quarter Ended

(in thousands, except per share amounts) December 31, 2014 September 30, 2014 June 30, 2014 March 31, 2014

Consolidated revent $ 187,438 $ 166,944 $ 151,512 $ 147,758
Gross profit 89,766 79,798 72,398 75,472
Total operating expens 85,538 71,590 68,036 65,955
Income from operatior 4,228 8,208 4,362 9,517
Income tax expens 75 1,113 694 3,559
Net income attributable to 3D Syste 1,551 3,084 2,125 4877
Basic and diluted net income per sh $ 001 $ 0.03 $ 0.02 % 0.05

Quarter Ended

(in thousands, except per share amounts) December 31, 2013 September 30, 2013 June 30, 2013 March 31, 2013

Consolidated revent $ 154,817 $ 135,717 $ 120,787 $ 102,07¢
Gross profit 80,097 71,437 62,583 53,477
Total operating expens 62,121 42,867 45,787 35,958
Income from operatior 17,976 28,570 16,796 17,519
Income tax expens 5,248 8,279 4,791 1,569
Net income attributable to 3D Syste 11,224 17,640 9,343 5,883
Basic and diluted net income per sh $ 011 $ 017 $ 0.10 $ 0.06

The sum of per share amounts for each of the qlarteriods presented does not necessarily eqeatdfal presented for the year
because each quarterly amount is independentlylesde! at the end of each period based on thengetrie available to common
stockholders for such period and the weighted @eeshares of outstanding common stock for suclogeri

Note 25 Subsequent Events

In November, the Company entered into a definiigeeement to acquire all of the outstanding shafr€matron Ltd. (“Cimatron”), a
provider of integrated 3D CAD/CAM software produatsd solutions for manufacturing. The acquisiticmsweompleted on February 9,
2015 for approximately $77,000, net of cash .
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Stockho Iders and Board of Directors of
3D Systems Corporation
Rock Hill, South Carolina

The audits referred to in our report dated Febriag, 201 4 , relating to the ¢ onsolidated f tiahs tatements of 3D Systems
Corporation for the years ended December 31, 201 201 3 and 20 1 2 , which is conta ined in It®rof the Form 10-K, also

included the audit of the financial statement sciedisted in the accompanying index. This finahatatement schedule is the

responsibility of the Company’s management. Oupaasibility is to express an opinion on the finahdtatement schedule based
upon our audits.

In our opinion, the financial statement schedulbemw considered in relation to the basic ¢ onsdidtinancial s tatements taken as a
whole, presents fairly, in all material respedtg, information set forth therein.

/s/ BDO USA, LLP

BDO USA, LLP
Charlotte, North Carolina
February 26 , 2015
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SCHEDULE I

Year
Ended

2014
2013
2012

2014
2013
2012

3D Systems Corporation
Valuation and Qualifying Accounts
Years ended December 31, 2014, 2013 and 2012

Balance at Additions Charged

beginning of charged to to other Deductions/ Balance at

Item year expense accounts other end of yea

Allowance for doubtful accoun $ 8,133 $ 8699 $ (206 $ (6,326 $ 10,300
Allowance for doubtful accoun 4,317 4,961 (941 (204, 8,133
Allowance for doubtful accoun 3,019 3,039 (541, (1,200 4,317
Deferred income tax asset allowance acco $ — $ — % — 8 — % —
Deferred income tax asset allowance acco® — — — — —
Deferred income tax asset allowance acco® 8,781 11,146 — (19,927 —

Additions represent increases in valuation alloces against deferred tax asseteductions represent decreases in valu
allowances against deferred tax ass
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Exhibit 21.1

3D Systems Corporation
List of S ubsidiaries

The following table sets forth the name and statetloer jurisdiction of incorporation of the Comgansubsidiaries.
Except as otherwise indicated, each subsidiaryized, directly or indirectly, by the Company.

Name Jurisdiction of Incorporation
3D Canada Compar Canade

3D Holdings, LLC Delaware

3D Latam LLC(a) Delaware

3D Systems S.A Switzerland

3D Systems, Inc California

3D Systems Europe Lt United Kingdom
3D Systems Gmbl Germany

3D Systems France SAF France

3D Systems ltalia S.r. Italy

3D Capital Corporatio California

3D Systems Asia Pacific, Lt California

3D European Holdings Lt United Kingdom
3D Systems As-Pacific Pty Ltd Australia

3D Systems BenelL The Netherland
3D Systems Consumer Solutions, L California

3D Systems India, Inc Delaware

3D Systems Japan K.I Japar

3D Systems Korea, In Korea

AMT, Inc.(b) Delaware
Bespoke Innovations, In California

Bits From Bytes, Ltd United Kingdom
botObjects Ltc United Kingdom
Cimatron Ltd. Israel

Korea Cimatron Technologie Korea

Cimatron Japan Co. Lt Japar

Cimatron (Beijing) Technologies Co. Lt China

Cimatron (Guangzhou) Technologies Co. | China

Cimatron Technologies India Pvt. Li India

Cimatron Technologies, Inc. (Canar Canade
Cimatron Technologies, Inc. (US, Michigan
Cimatron Gibbs LLC California
Cimatron SARL France
Cimatron UK Limited United Kingdom
Cimatron Gmbk Germany
Microsystem sr Italy

Co-Web France

CRDM, Ltd. United Kingdom
Figulo Corporatior Massachusett
Freedom of Creation B.\ The Netherland
Gentle Giant Studios, In California
Geomagic (Shanghai) Software Co., L Shanghai, Chin
Geomagic Gmbt Germany
Geomagic, Inc Delaware

LayerWise NV Belgium



LayerWise Nederland B'
LayerWise, Inc

Medical Modeling Inc
MQast, LLC

My Robot Nation, Inc
OptoForm LLC(c)

Phenix Systems(c

Product Development Group LLC(
Provel, S.r.l
Quickparts.com, Inc
Rapidform, Inc

Robtec Brazil(a

Robtec Design(e

Robtec Imprima(a

Robtec Mexico(a

Robtec Uruguay(e
Simbionix USA Corporatiol
Simbionix Ltd.

Sint-Tech(b)

Three D Sycode India Private Limit
VIDAR Systems Corporatio
Village Plastics Ca
VisPower Technology, Inc
Viztu Technologies, Inc

Z Corporatior

Netherland:
Delaware
Colorado
California
California
Delaware
France
Delaware
Italy
Delaware
California
Brazil
Brazil
Brazil
Mexico
Uruguay
Ohio
Israel
France
India
Virginia
Ohio
Delaware
Delaware
Massachuseti

(a) This company is owned directly or indirectly Product Development Group LLC. See Note ( elgwe
regarding our ownership interest in Product Develept Group LLC.
(b) This company is 100% owned by Phenix SysteS8ee Note ( d ) below regarding our ownership egemn

Phenix Systems.

(c) We directly or indirectly own 60% of the owstling interests.
(d) We directly or indirectly own approximately%®5of the outstanding interests.
(e) We directly or indirectly own 70% of the oatistling interests.



Exhibit 23.1
Consent of Independent Registered Public Accountingirm

To the Stockholders and Board of Directors of
3D Systems Corporation
Rock Hill, South Carolina

We hereby consent to the incorporation by referéncBegistration Statement No. 333-115642 on Forén&hd
Regis tration Statement No. 333-196284 on Formds-3D Systems Corporation of our reports dated &atyr 26,
2015 , relating to the consolidated financial stegats, financial statement schedule, and the éffewss of 3D
Systems Corporation’s internal control over finahceporting, which appear in this Annual Reportamm 10-K.

/s/ BDO USA, LLP

BDO USA, LLP
Charlotte, North Carolina
February 26, 2015



Exhibit 31.1

Certification of
Principal Executive Officer of
3D Systems Corporation

I, Abraham N. Reichental, certify that:

1. | have reviewed this report on Form-K of 3D Systems Corporatio

2. Based on my knowledge, this report does not coraaynuntrue statement of a material fact or omistte ¢
material fact necessary to make the statements,nradight of the circumstances under which sudteshents
were made, not misleading with respect to the permvered by this repot

3. Based on my knowledge, the financial statements,aher financial information included in this repdairly
present in all material respects the financial dbom results of operations and cash flows of ibgistrant as of,
and for, the periods presented in this reg

4. The registrar's other certifying officer(s) and | are responsifde establishing and maintaining disclos
controls and procedures (as defined in ExchangeRAit¢s 13a-15(e) and 15d-15(e)) and internal cbower
financial reporting (as defined in Exchange Actddul3-15(f) and 15-15(f)) for the registrant and hay

(a) Designed such disclosure controls and proceduresaased such disclosure controls and procedurds
designed under our supervision, to ensure that riahi@formation relating to the registrant, inclog its
consolidated subsidiaries, is made known to usthgre within those entities, particularly during theriod it
which this report is being prepare

(b) Designed such internal control over financial reéipgy, or caused such internal control over finah@aorting
to be designed under our supervision, to providesarable assurance regarding the reliability cdrfaia
reporting and the preparation of financial statetmefior external purposes in accordance with gely
accepted accounting principle

(c) Evaluated the effectiveness of the regis’s disclosure controls and procedures and preséntbis report oL
conclusions about the effectiveness of the discsiontrols and procedures, as of the end of thioqg
covered by this report based on such evaluatich

(d) Disclosed in this report any change in the regi’s internal control over financial reporting thatcomrec
during the registrant’s most recent fiscal quaftee registrans fourth fiscal quarter in the case of an an
report) that has materially affected, or is reabbnéikely to materially affect, the registrastinternal contrc
over financial reporting; an

5. The registrar's other certifying officer(s) and | have disclosédsed on our most recent evaluation of int
control over financial reporting, to the registrarduditors and the audit committee of the regigteaboard ¢
directors (or persons performing the equivalentfioms):

(a) All significant deficiencies and material weaknessethe design or operation of internal controtiofinancia
reporting which are reasonably likely to adversaffiect the registrang’ ability to record, process, summa
and report financial information; ai

(b) Any fraud, whether or not material, that involveamagement or other employees who have a significéair
the registrant’s internal control over financigboeting.

Date: February 26, 2015

By: /s/ Abraham N. Reichent
Abraham N. Reichent:

Title: President and Chief Executi
Officer(Principal Executive Officel







Exhibit 31.2

Certification of
Principal Financial Officer of
3D Systems Corporation

I, Theodore A . Hull, certify that:

1. | have reviewed this report on Form-K of 3D Systems Corporatiol

2. Based on my knowledge, this report does not cordaain untrue statement of a material fact or omistate
material fact necessary to make the statements ,niradight of the circumstances under which sudteshent
were made, not misleading with respect to the pesmvered by this repol

3. Based on my knowledge, the financial statementd, @her financial information included in this repdairly
present in all material respects the financial don results of operations and cash flows of ithgistrant as ¢
and for, the periods presented in this ref

4. The registrar's other certifying officer(s) and | are responsitoleestablishing and maintaining disclosure cds
and procedures (as defined in Exchange Act Rulasl®8) and 15d5(e)) and internal control over financ
reporting (as defined in Exchange Act Rules-15(f) and 15-15(f)) for the registrant and hav

@)

(b)

(©

(d)

Designed such disclosure controls and procedumesawsed such disclosure controls and procedurds
designed under our supervision, to ensure that riehi@formation relating to the registrant, inciog its
consolidated subsidiaries, is made known to usthgre within those entities, particularly during theriod it
which this report is being prepare

Designed such internal control over financial réjpgr or caused such internal control over finahm@orting
to be designed under our supervision, to providesgrable assurance regarding the reliability ofrfaia
reporting and the preparation of financial statet:efior external purposes in accordance with gely
accepted accounting principle

Evaluated the effectiveness of the regis’s disclosure controls and procedures and preséntbi report oL
conclusions about the effectiveness of the discsiontrols and procedures, as of the end of thiog
covered by this report based on such evaluatich

Disclosed in this report any change in the regid’s internal control over financial reporting thatcomrec
during the registrant’'s most recent fiscal quaftke registrans fourth fiscal quarter in the case of an an
report) that has materially affected, or is reabbnéikely to materially affect, the registrastinternal contrc
over financial reporting; an

5. The registrar's other certifying officer(s) and | have disclosédsed on our most recent evaluation of int
control over financial reporting, to the registrarauditors and the audit committee of the regigtsaboard ¢
directors (or persons performing the equivalentfioms):

@)

(b)

Date:

By:

Title:

All significant deficiencies and material weaknesgethe design or operation of internal contratiofinancia
reporting which are reasonably likely to adversaffiect the registrang’ ability to record, process, summa
and report financial information; ai

Any fraud, whether or not material, that involveamagement or other employees who have a signifrodair
the registrant’s internal control over financigbogting.

February 26, 2015

/s/ Theodore A. Hul

Theodore A. Hul

ExecutiveVice President and Chief Financi
Officer

('principal financial officer )




Exhibit 32.1

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

This certification is provided pursuant to Sect@fy6 of the Sarbanes-Oxley Act of 2002 and accongsatihie Annual

Report on Form 10-K (the “Form 10-K”) for the yeanded December 31, 2014 of 3D Systems Corporatten (
“Issuer”).

I, Abraham N. Reichental, the Principal Executivificar of the Issuer, certify that, pursuant toU&.C. § 1350, as
adopted pursuant to § 906 of the Sarbanes-Oxleyp#2002, to the best of my knowledge:

(i) the Form 1-K fully complies with the requirements of SectioB(d) or Section 15(d) of the Securities Exch:
Act of 1934; anc

(i) The information contained in the Form-K fairly presents, in all material respects, theaficial condition ar
results of operations of the Issu

Date: February 26, 2015
/s/ Abraham N. Reichental
Name: Abraham N. Reichental



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 Sect@fy6 of the Sarbanes-Oxley Act of 2002 and accongsathie Annual

Report on Form 10-K (the “Form 10-K”) for the yeanded December 31, 2014 of 3D Systems Corporatten (
“Issuer”).

I, Theodore A. Hull , the Executive Vice Presidantl Chief Financial Officer of the Issuer, cgrtifiat, pursuant to
18 U.S.C. § 1350, as adopted pursuant to § 906eobarbanes-Oxley Act of 2002, to the best of nowkadge:

(i) the Form 1-K fully complies with the requirements of Sectio®(4) or Section 15(d) of the Securi
Exchange Act of 1934; ar

(ii) the information contained in the Form-K fairly presents, in all material respects, theaficial condition ar
results of operations of the Issu

Date: February 26, 201
/s/ Theodore A. Hul
Name:Theodore A. Hul



