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PART I

Iltem 1. Business.
General

3D Systems Corporation (“3D Systems” or the “Conyais a holding company that operates through
subsidiaries in the United States, Europe and gia-Racific region. We design, develop, manufacturarket and
service 3-D printing, rapid manufacturing, and ptgping systems and related products and matehatsnable
complex three-dimensional objects to be producesttly from computer data without tooling. We atgmerate
3Dproparts™, a comprehensive service that offers our customaguigl prototyping and direct rapid manufacturing
services for the production of precision parts.

Customers who use our proprietary systems aretalpeduce physical objects from digital data using
commonly available computer-aided design softwaiten referred to as CAD software, or other digitadia
devices such as engineering scanners and MRI an€ical scanners. Our systems’ ability to produtetional
parts from digital art enables customers to crdatailed prototypes or production-quality partsclyi and
effectively without a significant investment in exsive tooling, greatly reducing the time and cequired to
produce prototypes or to customize production parts

Our systems use additive part-production processegpplications that require rapid design itenasio
prototyping and manufacturing. We believe thatsystems enable our customers to develop betteityuagher
functionality new products faster and more econaithjidchan other more traditional methods.

Our product development efforts are focused on reding our portfolio of 3-D printing and rapid
manufacturing solutions, which we believe repressignificant growth opportunities for our businéd& also
believe that our core rapid prototyping business @ parts production service provide us with gigant growth
opportunities. In recent years, we have workedatoetbp new systems and materials and have enhancex/erall
technology to rejuvenate and reshape our core éssiwhile developing new products that addresS-duprinting
and rapid manufacturing growth initiatives. Witlspect to the uses of our systems:

* In rapid manufacturing applications, our systenesuamed to manufacture end-use parts that have the
appearance and characteristics of high-qualityctiga-molded parts. Customers who adopt our rapid
manufacturing solutions avoid the significant cadtsomplex set-ups and changeovers and elimihate t
costs and lead-times associated with conventia@wdilig methods or hand labor. Rapid manufacturing
enables our customers to produce optimized desigas they can design for function, unconstraingd b
normaldesigr-for-manufactureconsiderations

« In 3-D printing applications, our systems are ugegroduce three-dimensional shapes, primarily for
visualizing and communicating concepts, variousgieapplications and other applications, includsogply
chain management, functional modeling, architectare surgical modeling, medical end-use applicesi
such as hearing aids and dental uses, and entadair

* In rapid prototyping applications, our systemswused to quickly and efficiently generate produatazpt
models, functional prototypes to test form, fit dndction, master patterns and expendable patferns
urethane and investment casting that are often asadcost-effective means of evaluating produsigds
and shor-run production

Our products offer our customers an integratedesystsolution consisting of equipment and embedded
software, integrated consumable materials and mestgervice. Our extensive solutions portfolioasdd on four
distinct and proprietary technology platforms, dssed in greater detail below, that enable usfey olur customers
a way to transform the manner in which they desigivelop and manufacture their products.

Products and Services

Our principal technology platforms include our stadithography or SLA equipment, our selective laser
sintering or SL equipment, our multi-jet 3-D printing equipment and film transfer imaging (“FTI1")
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equipment. These systems use patented and proprst¢acolithography, selective laser sintering eadous
3-D printing and film transfer imaging methods gmdcesses that take digital data input from CADvsaife or
three-dimensional scanning and sculpting devicéahincate physical objects from our proprietamniiy of
engineered plastic, metal and composite materials.

We blend, market and distribute a wide range oppetary consumable, engineered plastics, comoaitd
materials that we market to produce physical daots digital art using our systems. We augment @dplement
our own portfolio of engineered materials with miztis that we purchase from third parties undevaig-label and
distribution arrangements.

We provide to our customers a comprehensive stijppeoprietary software tools that are embedded iwitiur
systems and pre-sale as well as post-sale fieldcest ranging from applications development tdahation,
warranty and maintenance services.

In 2009, we introduced our 3Dpropaftsservice, expanding our distribution channel foridgpototyping and
direct rapid manufacturing parts. 3Dpropdrtsffers a broad range of precision plastic and nedets and assemt
capabilities produced from a wide range of matsnising a variety of additive and traditional mautifiring
processes.

Systems Solutions
SLA® systems and related equipment

Stereolithography, or SL&, systems convert our engineered materials and a@siteg into solid crossections
layer by layer, until the desired fully fused olifeare completely produced. Our SBAystems are capable of
making multiple distinct objects at the same timd are designed to produce highly accurate obje@swvide rang
of sizes and shapes and material performance dbasdics.

Stereolithography parts are known for their finatfe detail, resolution and surface quality. Pobdiesigners,
engineers and marketers in many large manufacteongpanies throughout the world use our Sigystems for a
wide variety of applications, ranging from shorbguction runs of endse products, to producing prototype part:
automotive, aerospace and various consumer antlariacapplications.

Our SLA® systems are capable of rapidly producing toolsufes, jigs and end-use parts, including parts for
dental, hearing aid, jewelry and motor-sport agtlans. They are also designed for uses such &hirgifunctional
models that enable users to share ideas and ex@oltepts; performing form, fit and function tegton working
assemblies and building expendable patterns foalmasting.

Our family of SLA® systems offers a wide range of capabilities, inicigdize, speed, accuracy, throughput
surface finish in different formats and price psintVe have devoted substantial efforts to intraaiyiciew systems
with new capabilities. Our iProy family of SLA ® systems includes our iPfs 8000 and iPré" 9000. The iPrgv
8000 system is a mid-range SBAsystem. Our iPré" 9000 SLA® Center is a professional stereolithography sy:
for the production of ultra high-definition “Pro-Rsl’ from our integrated portfolio of proprietarycéura® Plastics.
Our iPro™ SLA ® Centers are designed to quickly and economicatigdyce durable plastic parts with
unprecedented surface smoothness, feature resgletige definition and tolerances that rival theuaacy of CNC-
machined plastic parts. The iPtsystems are our most advanced, flexible, high-agpsiereolithography systems
that are designed to enable customers to masstiastand produce high-quality, end-use parts, pattavind
tunnel models, fixtures and tools consistently aoonomically using our proprietary and other stétemyraphy
materials. In 2009 we continued to offer the VipeBLA ® system. The Vipe SLA ® system operates in a similar
fashion as the iPrt® systems, but has a smaller build area and a louit throughput rate and is capable of
building smaller fine-featured parts.

SLS® systems and related equipment

Our selective laser sintering, or SBS additive manufacturing systems convert our pegpriy engineered
materials and composites by melting and fusingimtering, these materials into solid cross-sestitayer-
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by-layer, to produce finished parts. SBSystems can create parts from a variety of prayetngineered plastic
and metal powders and are capable of processintipteyparts in a single build session.

Customer uses of our SISsystems include functional test models and endsasts, which enable our
customers to create customized parts economicéhout tooling. The combination of materials fledity, part
functionality and high throughput of our SB3echnology makes it well suited for rapid manufaiciy of durable
parts for applications in various industries, imthg aerospace, automotive, packaging, machinetynaotor-sports
applications.

Our family of SLS® systems includes our line of sP#SLS® systems, automated selective laser sintering
manufacturing systems that are designed to enaileustomers to mass customize and produce higlityqead-
use parts, patterns, fixtures and tools consistemiti economically from our proprietary enginequitics,
on-site and on-demand. In 2009 we introduced owr sfero™ 60 family of SLS® production systems, which
features enhanced productivity and part accuratlyinvan optimized build volume, new CleanSwé&efR sensor
technology, the ability to process multiple matisrend the flexibility to change materials quickly.

We offer the SinterstaticdhPro™ SLM direct metal sintering system through a priateel arrangement that
we entered into with a third-party supplier. Thegstems are capable of producing fully-dense dirextal parts
from a variety of metal powders, including staisleteel, chrome cobalt, titanium and tool steel.

3-D printing systems

Our expanding line of 3-D printers is ideal for uise&ngineering design environments for productettgyment,
marketing communication groups, rapid manufactusingh as jewelry and dental laboratory direct ogsti
applications and within engineering schools an@o#ducational institutions. Our range of Jiinters includes ot
multi-jet equipment as well as our new film tramdgfeaging-based equipment.

All our 3-D printers accept digital input from edtha three-dimensional CAD station or a scannedi®de,
converting this input data one slice thicknesstana, to create a solid part one layer at a tifiese printers offer
superior finished surfaces, no geometry limitatjgrisg-and-play installation, point-and-print fuioctality and
best-in-class part resolution in a variety of ppaénts and materials.

Our family of multi-jet printers consists of seviemaodels, including our ProJ&t systems which have replaced
our family of InVision® systems. All our printers are designed to produgk-definition, functional and durable
models for form, fit and function analysis, inclagicertain models that are capable of ultra-firsoéion for
precision dental and jewelry applications. We begfaipping our new large format 3-D printer, the J&ti" 5000,
during the fourth quarter of 2009.

During the second quarter of 2009, we commencedential shipment of our V-FlashDesktop Printer, our
first sub-ten thousand dollar desktop printer. Assdssed above, we believe that, in addition tofocus on and
pursuit of rapid manufacturing opportunities, 34ihping provides us with a significant opportunfor growth. The
V-Flash® Desktop Printer is the first product based on @w & TI technology platform, and it is designed tild
three-dimensional models within hours in a homarooffice, enabling designers, engineers, hobbgistkstudents
to imagine, design and build their ideas at thebks.

Software

As part of our comprehensive and integrated systahdions, we offer embedded proprietary part-prapon
software. This software is designed to enhancéntieeface between our customers’ digital data amdsgstems.
Digital data, such as a three-dimensional CAD-peoedudigital image, is converted within our propaigtsoftware
so that, depending on the specific software, tregencan be viewed, rotated and scaled, and madetigtes can be
added. The software then generates the informé#titris used by the SL&or SLS® system or by the 3-D printer
to create solid objects. From time to time, we a®ok with third parties to develop complementanftware for ou
systems.
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Materials

As part of our integrated systems approach to lessinwe blend, market, sell and distribute consianab
engineered plastic and metal materials and congsositder several proprietary brand names for uak aqur
systems. We market our stereolithography mateviader the Accur& brand, our selective laser sintering materials
under the DuraForfi, CastFornT and LaserForri brands, and materials for our 3-D printers undenifsiJet®
brand.

Many of our systems have built-in electronic iriggthce that communicates vital processing and tyuali
statistics in real time with the systems. For th@stems, we furnish materials that are designedde in those
systems and that are packaged in smart cartridgggreed to enhance system functionality, up-timetenials shelf
life and overall system reliability, with the obfae of providing our customers with a built-in digmanagement
system.

We work closely with our customers to optimize peeformance of our materials in their applicatiosr
expertise in materials formulation, combined withr process, software and equipméesign strengths, enable u:
help our customers select the material that bestsrtheir needs and to obtain optimal results fileenmaterial. We
also work with third parties to develop differeppés and varieties of materials designed to meetnéeds of our
customers.

Stereolithography engineered materials and compssit

Our family of proprietary stereolithography matésiand composites offers a variety of plasitie-performanc
characteristics and attributes designed to miméci§ie engineered thermoplastic materials. Wher useur SLA
® systems, our proprietary liquid materials turn iatsolid surface one layer at a time, and throughdalitive
building process all of the layers bond and fuggetier to make a solid part.

Our portfolio of Accure® stereolithography materials includes general-pue@sswell as specialized materials
and composites that offer our customers the oppitytto choose the material that is best suitedHerparts and
models that they intend to produce. To further ciement and expand the range of materials we affeut
customers, we also distribute S®Anaterials under recognized third-party brand names.

In 2009, we introduced our Accufae-Stone™ family of materials developed specifically to predulental-
digital models from data derived from dental inted@nd impression scanners without pouring tradél stone
models, saving time and money for dentists andadi¢atboratories and reducing infection risks.

Laser sintering materials and composites

Our family of proprietary selective laser sinterimaterials and composites includes a range of pdtic,
elastomeric and metal materials as well as vamoasposites of these ingredients. Because of tHeihuiersatility
of our selective laser sintering systems, the ssyatems can be used to process multiple materials.

Our family of DuraForn® materials includes CastFortand LaserForr proprietary SLS® materials. In
2009, we began selling DuraFofFR 100 Plastic, a new flame-retardant material iextts the requirements of a
broad range of aerospace and consumer-productapefis.

Our SLS® materials are used to create functional end-ugs,gaototypes and durable patterns as well as
assembly jigs and fixtures. They are also usedddyze flexible, rubber-like parts such as shoessajaskets and
seals, patterns for investment casting, functitmaling such as injection molding tool inserts amdluse parts use
in customized rapid manufacturing applications.gkes of rapid manufacturing parts produced byoustomers
using our SL® systems include air ducts for aircraft and engimeling parts for unmanned aerial vehicles. Pro
designers and developers from major automotiv@spaice and consumer products companies use Dur&Hmarte
extensively as functional test models, even inlhégst environment conditions. Aerospace and medarapanies
use our SL® systems to produce end-use parts directly, whielbles them to create customized parts
economically without tooling. Parts made from DuwaR ® and
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LaserForm™ materials are cost effective and can compete falprsith traditional manufacturing methods,
especially where part complexity is high. Competftgrnatives to our technology generally involamong other
things, costs for tooling and minimum run quangitié the parts produced.

3-D printing materials

Our family of VisiJet® 3-D printing materials includes part-building madés and compatible disposable
support materials that are used in the modelinggs® and facilitate an easily melted away supponbral process.
These materials are sold to our customers packageoprietary smart cartridges that are used ¢alypce parts in
our 3-D printers. Our family of proprietary VisiJematerials is ideal for study models and form, fitldunction
engineering studies. Our family of VisiJetvax materials and special dissolvable support rizdseis used for direc
casting applications such as custom jewelry manuifeag), dental crowns and bridge work and castimgj micro-
casting applications.

Customer Services

We provide a variety of comprehensive customerisesvand local application and field support on a
worldwide basis for all of our stereolithographydaselective laser sintering systems. For our 3iBtipg systems,
we provide these services and field support etlirectly or through a network of authorized regsller other
sources. We are continuing to build a reseller nkafor our line of 3-Dprinters and to train our resellers to perfc
installations and services for those printers. \&echalso entered into arrangements with selectsideuservice
providers to augment our service capabilities waikpect to each of our lines of equipment.

The services and field support that we provideudelinstallation of new systems at the custongtss, syste
warranties, several maintenance agreement optimha &vide variety of hardware upgrades, softwadates and
upgrades and performance enhancement packagedsdf@avide services to assist our customers aselless in
developing new applications for our technologiedatilitate the use of our technology for the ousrs’
applications, to train customers on the use of p@etuired systems and to maintain our systenmseatustomers’
sites.

New SLS®, SLA®and 3-D printer systems are sold with on-site nesiahce support that generally covers a
warranty period ranging from 90 days to one yeag.ofer service contracts that enable our customeersntinue
maintenance coverage beyond the initial warrantyodeThese service contracts are offered withoteilevels of
support and are priced accordingly. We employ custesupport sales engineers in North America, sevenahtie:
in Europe and in parts of the Asia-Pacific regiorstipport our worldwide customer base. As a keyeig of
warranty and service contract maintenance, ouiiceengineers provide regularly scheduled preventiv
maintenance visits to customer sites. We also geotraining to our distributors and resellers talde them to
perform these services.

We distribute spare parts on a worldwide basisutocastomers, primarily from locations in the UaBd
Europe.

We also offer upgrade kits for certain of our systehat we sell to existing customers to enablmttetake
advantage of new or enhanced system capabilitieseMer, we have discontinued upgrade support faaiceof ou
older legacy systems.

We operate a training facility, 3D Systems Univigrsin partnership with York Technical College. Tiagility
operates as part of York Technical College to trainemployees, customers, students and othelng inge of our
systems and technologies. Through this relationsfitip York Technical College, we outsource a partdd training
in the use and operation of our systems that weiqusly performed.

In 2009, with the launch of our 3Dpropattsservice, we began supplying finished parts to aigtamers
through a global network of parts printing sendoeations. Customers may procure a complete rahgesoision
plastic and metal parts and assemblies produced asvariety of finishing, molding and casting daifides
utilizing both traditional and additive manufachgiprocesses. Preferred service providers andigadirvice
bureaus also can use 3Dpropartas their comprehensive order-fulfillment center.
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Global Operations

We operate in North America and in six countrieEurope and the Asia-Pacific region, and distrikute
products in those countries as well as in otheispafrthe world. Revenue in countries outside th®.ldccounted for
56.6%, 60.6% and 58.2% of consolidated revenubkdryears ended December 31, 2009, 2008 and 2007,
respectively.

In maintaining foreign operations, our businessxigosed to risks inherent in such operations, diolythose
of currency fluctuations. Information on currencgleange risk appears in Part 11, Iltem 7A, “Quatitimand
Qualitative Disclosures about Market Risk” and It8nfFinancial Statements and Supplementary Daifatfiis
Annual Report on Form 10-K (“Form 10-K"), which orimation is incorporated herein by reference.

Financial information about geographic areas, idiclg revenue and lonlj+ed assets, appears in Note 22 to
Consolidated Financial Statements in Part Il, I&rfFinancial Statements and Supplementary Dafetfiis
Form 10-K, which information is incorporated herbinreference.

Marketing and Customers

Our sales and marketing strategy focuses on agrated systems approach that is directed to proyidi
equipment, materials and services to meet a widgeraf customer needs, including traditional prgiotg,
3-D printing and rapid manufacturing. This integratpgraach includes the sales and marketing of ous garvice
either as an adjunct to a customer’s in-house fiadditive technologies or to the much broader enck of users
who do not have dedicated SI®or SLS® production solutions or 3-D printers. Our salesamigation is
responsible for the sale of our products on a wadd basis and for the management and coordinafionr
growing network of authorized resellers of 3-D firig and certain of our other systems. Our dirat¢sforce
consists of salespersons who work throughout Nantlerica, Europe and parts of the Asia-Pacific ragiour
application engineers provide professional servibesugh pre-sales support and assist existingpmests so that
they can take advantage of our latest materialdesfthiques to improve part quality and machinelpeativity. This
group also leverages our customer contacts toitlefgify new application opportunities that utiliaar proprietary
processes and access to our professional partsgrservice, 3Dproparf® . As of December 31, 2009, our
worldwide sales, application and service staff exird of 119 employees.

We sell SLA® and SLS® systems and our related materials and serviceaghrour direct sales organization,
which is supported by our dedicated sales, seackapplication engineers worldwide. In certairaaref the world
where we do not operate directly, we have appoisédels agents, resellers and distributors whogtreezed to se
on our behalf our SLR and SLS® systems and the materials used in them. Certdimost agents, resellers and
distributors also provide services to custometfiase geographic areas.

Our 3-D printers and our related materials andisesvare sold worldwide directly and through a roeknof
authorized distributors and resellers who are meshamd directed by a dedicated team of channed szdmagers.

As a complement to our equipment and materialssale2009 we introduced our 3Dpropdttservice, a
global network of parts printing service locatioBBproparts™ is designed to provide our customers and pros@
single source for all of their design to manufaictymeeds. Through our 3Dpropattsservice, we offer access to a
wide range of additive and traditional manufactgriachnologies, our full line of available matesiflom plastics t
metals and our project management and finishingluéipes through 24/7 on-line quoting and secudeadng.

Our customers include major companies in a broage®f industries, including manufacturers of awtve,
aerospace, computer, electronic, defense, educatasumer, medical and dental products. Purchasensr
systems include original equipment manufacturar§BMs, government agencies and universities teaeglly
use our systems for research activities, and intligr# service bureaus that provide
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rapid prototyping and manufacturing services tartbestomers for a fee. No single customer accalftemore
than 10 percent of our consolidated revenue iry#ize ended December 31, 2009.

Production and Supplies

We have outsourced certain of our equipment asgeanta refurbishment activities to several seleckesign
and engineering companies and suppliers. Thesdistgglso carry out quality control proceduresooin systems
prior to their shipment to customers. As part @sth activities, these suppliers have responsilidityprocuring the
components and sub-assemblies that are used Bysi@ms. This has reduced our need to procure intaira
inventories of raw materials, work-in-process apdre parts related to our equipment assembly artenance
activities. We purchase finished systems from tlsegpliers pursuant to forecasts and customer ®ttat we
supply to them. While the outsource suppliers afsystems have responsibility for the supply cludithe
components for the systems they assemble, the amnpx parts and sub-assembtlest are used in our systems
generally available from several potential supplier

During 2009 we moved the assembly of our Pré¥dine of 3-D printers and certain other equipmerseasbly
activities, which previously had been outsourcedyur Rock Hill, South Carolina facility, enabling to better
utilize our facility, plan production and lower ¢®s

We produce certain materials at our facilities iari, Switzerland and Rock Hill, South Carolina. \&lso
have arrangements with third parties who blendutospecifications certain of the materials thatsgt under our
own brand names, and as discussed above we pumiha@senaterials from third parties for resale to customers.

Our equipment assembly and blending activitiesaarthin of our research and development activities
subject to compliance with applicable federal,estatd local provisions regulating the storage,amkdischarge of
materials into the environment. We believe thataneein compliance with such regulations as curyanteffect in
all material respects and that continued compliavite them will not have a material adverse eff@ttour capital
expenditures, results of operations or consolidfiteahcial position.

Research and Development

We maintain an ongoing program of research andldpreent to develop new systems and materials and to
enhance our product lines as well as to improveexpénd the capabilities of our systems and relsoéivare and
materials. This includes all significant technolg@gtform developments for SLA, SLS®, 3-D printing and FTI
systems and materials. Our development effortauagenented by development arrangements with research
institutions, customers, suppliers of material hacdware and the assembly and design firms thditave engaged
to assemble our systems. We also engage third-padiyneering companies and specialty materials eoiep in
specific development projects from time to time.

Research and development expenses were $11.1m#lid.2 million and $14.4 million in 2009, 200&an
2007, respectively.

We did not capitalize any internally developed wafte costs in 2009 or 2008. In 2007, we capitalized
$0.4 million of internally developed software coassociated with the V-FlagtDesktop Printer. See Note 2 to the
Consolidated Financial Statements.

Intellectual Property

At December 31, 2009, we held 353 patents worldwAdéhat date, we also had 152 pending patent
applications worldwide.

The principal issued patents covering our stetreadjtaphy processes will expire at varying timesuigh 2022.
The principal issued patents covering our seledtiger sintering processes will expire at varyintes through
2024. The principal issued patents covering outifetl 3-D printing processes will expire at vargitimes through
2024. The principal issued patents covering ourgfdtesses will expire at varying times
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through 2027. We have also filed a number of papptications covering inventions contained in maently
introduced systems for each of our technology piatt.

We are also a party to various licenses that hadette effect of broadening the range of the pajguattent
applications and other intellectual property avd#éao us.

We believe that, while our patents and licensesigeous with a competitive advantage, our succepgmids
primarily on our marketing, business developmeidt @pplications know-how and on our ongoing research
development efforts. Accordingly, we believe theiextion of any of the patents, patent applicationcenses
discussed above would not be material to our basine financial position.

Competition

Competition for most of our 3-D printing, prototygi and rapid manufacturing systems is based priynami
process know-how, product application know-how #redability to provide a full range of products asedvices to
meet customer needs. Competition is also basedinpomations in 3-D printing, rapid prototyping arapid
manufacturing systems and materials. Accordingly,angoing research and development programs @edad to
enable us to maintain technological leadershipta@reof the companies producing competing prodacisroviding
competing services are well established and mag besater financial resources.

Our principal competitors are companies that mastufa machines that make, or that use machineskem
models, prototypes, molds and small-volume to nraeiolume manufacturing parts. These include suppté
computer numerically controlled machines and mangicenters, commonly known as CNC, suppliers a$tits
molding equipment, including injection-molding epiient, suppliers of traditional machining, milliagd grinding
equipment, and businesses that use such equipmpraduce models, prototypes, molds and small-velton
medium-volume manufacturing parts. These conveatiorachining, plastic molding and metal castindgntégues
continue to be the most common methods by whicstigland metal parts, models, functional prototygred metal
tool inserts are manufactured.

Our competitors also include other suppliers ofesiéthography, laser sintering and 3-D printingteyns and
materials as well as suppliers of alternative adelinanufacturing solutions such as suppliers afefeuDeposition
Modeling, or FDM, technology and suppliers of vatucasting equipment. Numerous suppliers of thesduyats
operate both internationally and regionally, andwynaf them have well-recognized product lines ttahpete with
us in a wide range of our product applications.

Competition in the parts printing service businsdsighly fragmented, with most of the servicespigrs
operating on a local level.

We have also entered into licensing or crigsmasing arrangements with various companieséntthited State
and in other countries that enable those companieslize our technology in their products or teaiable us to use
their technologies in our products. Under certdithese licenses, we are entitled to receive, oamgeobligated to
pay, royalties for the sale of licensed producth&U.S. or in other countries. The amount of sugfalties was not
material to our results of operations or consoéiddinancial position for the three-year periodeh@ecember 31,
20009.

A number of companies currently sell materials ttaahpete with those we sell, and there are a witheber of
suppliers of services for the equipment that we sel

We expect future competition to arise both fromdbgelopment of new technologies or techniques not
encompassed by the patents that we own or licémsge,the conventional machining, plastic moldingl anetal
casting techniques discussed above, and througtouaments to existing technologies, such as CNQatadional
molding. We also expect to see increased compeiitigparts printing services offerings.

Employees

At December 31, 2009, we had 387 full-time emplay@éone of these employees is covered by collective
bargaining agreements although some of our empéogetside the U.S. are subject to local statutorgleyment
arrangements. We believe that our relations withepaployees are satisfactory.
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Available Information

Our website addresswewvw.3Dsystems.corihe information contained on our website is neitheart of, nor
incorporated by reference into, this Form 10-K. iWake available free of charge through our websiteAmnual
Reports on Form 10-K, Quarterly Reports on FormQl@urrent Reports on Form 8-K and amendmentsaseth
reports, as soon as reasonably practicable aft@leetronically file them with, or furnish them the SEC.

Several of our corporate governance materialsydict our Code of Conduct, Code of Ethics for Senio
Financial Executives and Directors, Corporate Goaece Guidelines, the current charters of eacheo$tanding
committees of the Board of Directors and our caapmcharter documents and by-laws, are also alaitabour
website.

Iltem 1A. Risk Factors.

Forward-Looking Statements

Certain statements made in this Form 10-K thahatestatements of historical or current facts arevérd-
looking statements within the meaning of the Pen&écurities Litigation Reform Act of 1995. Forwdooking
statements include the cautionary statements akdattors set forth below as well as other statemmade in this
Form 10-K that may involve known and unknown rigksgertainties and other factors that may causactual
results, performance or achievements to be mdied#ferent from historical results or from anytfe results
expressed or implied by such forward-looking staets.

In addition to the statements set forth below thatlicitly describe risks and uncertainties to vihaar busines
and our financial condition and results of operagiare subject, readers are urged to considensats in future or
conditional tenses or that include terms such aliebes,” “belief,” “expects,” “intends,” “anticiggas” or “plans”
that appear in this Form 10-K to be uncertain ama/érd-looking. Forward-looking statements may uwie
comments as to our beliefs and expectations aguoef events and trends affecting our businessvéidrlooking
statements are based upon our beliefs, assumptimhsurrent expectations concerning future evamgr@nds,
using information currently available to us, and aecessarily subject to uncertainties, many otkvhare outside
our control. We assume no obligation, and do nietnid, to update these forward-looking statementep as
required by applicable law. The factors stated utttke heading “Cautionary Statements and Risk Fsitset forth
below, as well as other factors, could cause acasallts to differ materially from those reflecdpredicted in
forward-looking statements.

If one or more of these or other risks or unceti@sgnmaterialize, or if our underlying assumptipnsve to be
incorrect, actual results may vary materially frirose reflected in or suggested by forwbkroking statements. Ar
forward-looking statement that you read in thisrrdiO-K reflects our current views with respectutufe events
and is subject to these and other risks, uncei¢giaind assumptions relating to our operationsteesf operations,
growth strategy and liquidity. All subsequent vaittand oral forward-looking statements attributablas or to
individuals acting on our behalf are expressly ijigal in their entirety by this discussion. You sitab specifically
consider the factors identified in this Form 10wich would cause actual results to differ fromstoeferred to in
forward-looking statements.

Cautionary Statements and Risk Factors

The risks and uncertainties described below aré¢hmobnly risks and uncertainties that we face.ihalthl risks
and uncertainties not currently known to us or thatcurrently deem not to be material also may im@a busines
operations, results of operations and financiatdwn. If any of the risks described below or iifyaother risks and
uncertainties not currently known to us or thatouerently deem not to be material actually occur, lousiness,
results of operations and financial condition cdutdmaterially adversely affected. In that evem,trading price of
our common stock could decline, and you could kiker part of your investment in our common stock.

The risks discussed below also include forward-loglstatements that are intended to provide oueatir
expectations with regards to those risks. Therebeano assurance that our current expectations will
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be met, and our actual results may differ subsaliptirom the expectations expressed in these fodi@oking
statements.

If we were unable to generate net cash flow fromeogtions or if we were unable to raise additionapital, our
financial condition could be adversely affected.

In 2009 our unrestricted cash and short-term imuests increased by $2.7 million to $24.9 million at
December 31, 2009 from $22.2 million at December2808. During 2009, 2008 and 2007, net cash peali,
(used in) operations was $7.7 million, ($3.5) roilliand $2.6 million, respectively. We cannot asyorethat we
would generate cash from operations or other piaiesdurces to fund future working capital needd areet capital
expenditure requirements.

In early 2009 we repaid the remainder of our outditag industrial development bonds following th®2Gale
of our Grand Junction facility. From time-to-timewnay seek access to external sources of capitahtbworking
capital needs, capital expenditures, acquisitiowsfar other general corporate purposes. Howevergannot assure
you that capital would be available from exterrmlrees such as bank credit facilities, debt ortgdirancings ol
other potential sources to fund future operatingts,adebt-service obligations and capital requirgsie

As a result of the recessionary economic condittbashave persisted since 2008, credit markets tightene:
significantly such that the ability to obtain neapital has become more challenging and more exyerisi
addition, several large financial institutions velwide have either failed or been dependent upoemorent
assistance to continue to operate as going condémg ability to generate cash flow from opeoats and our
existing cash is inadequate to meet our needxymtions for addressing such capital constraintide; but are not
limited to, (i) obtaining a revolving credit fadififrom bank lenders, (ii) accessing the publiciedpnarkets, or
(iii) delaying certain of our existing developmembjects. If it became necessary to access addltmapital it is
likely that such alternatives in the current masetironment would be on less favorable terms thamave
historically obtained, which could have a mateaidVerse impact on our consolidated financial pmsjtresults of
operations or cash flows.

The lack of additional capital resulting from amability to generate cash flow from operationsooraise
equity or debt financing could force us to subsédiytcurtail or cease operations and would, themfhave a
material adverse effect on our business and filmduwsondition. Furthermore, we cannot assure yotiaghg
necessary funds, if available, would be availabl@tbractive terms or that they would not havegaificantly
dilutive effect on our existing stockholders. Ifrdinancial condition worsens and we become unabbtract
additional equity or debt financing or enter inther strategic transactions, we could become imstlar be forced
to declare bankruptcy.

Global economic, political and social conditions smaarm our ability to do business, increase our toand
negatively affect our stock price.

The direction and relative strength of the glolzalreomy remains uncertain due to softness in tHeestate and
mortgage markets, among others, volatility in farel other energy costs, difficulties in the finahsiervices sector
and credit markets, continuing geopolitical undettas and other macroeconomic factors affectirensiing
behavior. The prospects for economic growth inUhéed States and other countries remain uncersaid,may
cause customers to further delay or reduce techpglarchases. These and other macroeconomic fawdran
adverse impact on the sales of our products in 20082009, leading to longer sales cycles, slowepton of new
technologies and increased price competition. Tolead financial crisis affecting the banking systand financial
markets have resulted in a tightening of creditkets, lower levels of liquidity in many financialarkets, and
extreme volatility in fixed income, credit, currgnand equity markets. These conditions have maaeie difficult
to obtain financing.
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Given the continued weakness in the global econeveyface risks that may arise from financial diffiees
experienced by our suppliers, resellers or custeniecluding:

» The risk that customers or resellers to whom wkeosglproducts and services may face financiaidaliffies
or may become insolvent, which could lead to oability to obtain payment of accounts receivabk th
those customers or resellers may o

» The risk that key suppliers of raw materials, fired products or components used in the productsvihaell
may face financial difficulties or may become ingwit, which could lead to disruption in the supply
systems, materials or spare parts to our custorapd

< The inability of customers, including resellersppliers and contract manufacturers to obtain crfigaiincing
to finance purchases of our products and raw nasenised to build those produc

We have managed through these uncertainties bgiregiuosts and by the continued introduction of new
products and services, but there is no assuraese gteps will be sufficient.

We have made, and expect to continue to make, sgi@tacquisitions that may involve significant riskand
uncertainties.

We completed three acquisitions in 2009, which wereconsidered significant in accordance with 8485 of
Regulation S-X. We intend to continue to evaluatguisition opportunities in the future in an effatexpand our
business and enhance stockholder value. Acquisitiorolve certain risks and uncertainties including

« Difficulty in integrating newly-acquired businessasd operations in an efficient and cost-effecthanner
and the risk that significant unanticipated coststber problems associated with integration may be
encountered

» The challenges in achieving strategic objectivest savings and other anticipated bene

« The risk that our marketplaces do not evolve agigated and that the technologies acquired dgrmte to
be those needed to be successful in the marketplaatwe serve

« The risk that we assume significant liabilitiestteaceed the limitations of any applicable inderncaifion
provisions or the financial resources of any indiéymmg party;

» The potential loss of key employees of the acquinesinesses; ar

» The risk of diverting management attention from existing operation:

Our future success may depend on our ability toidef products that meet changing technology and mmer
needs.

Our business may be affected by rapid technologitcahge, changes in user and customer requireraedts
preferences, frequent new product and servicedntrions embodying new technologies and the emeggehnew
standards and practices, any of which could readeexisting products and proprietary technology systems
obsolete. For that reason, we maintain an ongaagarch and development program that is designietprove ou
existing products and to develop and introduce pesducts that enable us to maintain our technofddgadership.
We believe that to remain competitive we must ¢arglly enhance and improve the functionality aratidees of oL
products, services and technologies. However, tisaagisk that we may not be able to:

« Develop or obtain leading technologies useful infmusiness
« Enhance our existing produc

« Develop new products and technologies that addinessicreasingly sophisticated and varied needs of
prospective customers, particularly in the aremaferials functionality
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« Respond to technological advances and emergingindstandards and practices on a cost-effectide an
timely basis; o

« Recruit and retain key technology employe

We may incur substantial costs enforcing or acquig intellectual property rights and defending againthird-
party claims as a result of litigation or other pceedings.

In connection with the enforcement of our own ileetiual property rights, the acquisition of thirdrty
intellectual property rights or disputes relatedh® validity or alleged infringement of third-parhtellectual
property rights, including patent rights, we haeei, are currently and may in the future be suljectaims,
negotiations or complex, protracted litigation eligctual property disputes and litigation may bstly and can be
disruptive to our business operations by divertttgntion and energies of management and key teahpérsonne
and by increasing our costs of doing business.oilin we have successfully defended or resolvedlifigation
and disputes, we may not prevail in any ongoinfuture litigation and disputes.

Third-party intellectual property claims asserted agaisstould subject us to significant liabilitiesquére us t
enter into royalty and licensing arrangements davorable terms, prevent us from manufacturingaamising
certain of our products, subject us to injunctiogstricting our sale of products, cause severaigliEms to our
operations or the markets in which we competeequire us to satisfy indemnification commitmentshwaur
customers including contractual provisions undeious license arrangements. In addition we mayrisgnificant
costs in acquiring the necessary third-party iatgilal property rights for use in our products. Afiyhese could
seriously harm our business.

We derive a significant portion of our revenue frobusiness conducted outside the U.S and are sulithe
risks of doing business outside the U.S.

More than 50% of our consolidated revenue is ddrfvem customers in countries outside the U.S. dlage
many risks inherent in business activities out#igeU.S. that, unless managed properly, may adyeaffect our
profitability, including our ability to collect amumts due from customers. While most of our openatioutside the
U.S. are conducted in highly developed countriesy tould be adversely affected by:

< Unexpected changes in laws, regulations and pslai@on-U.S. governments relating to investments a
operations, as well as U.S. laws affecting theviids of U.S. companies abroe

« Changes in regulatory requirements, including expontrols, tariffs and embargoes, other tradeictisms
and antitrust and data privacy concel

» Rapid changes in government, economic and polifioities, political or civil unrest, terrorism epidemics
and other similar outbreak

 Fluctuations in currency exchange ra

» Seasonal reductions in business activity in ceftants of the world, particularly during the summesnths
in Europe;

« Limited protection for the enforcement of contrantl intellectual property rights in some countr
« Difficulties in staffing and managing foreign optoas;

» Taxation; anc

« Other factors, depending upon the specific couintiyhich we conduct busines

These uncertainties may make it difficult for usl@ur customers to accurately plan future busiaetigities
and may lead our customers in certain countrieletay purchases of our products and services. lgenerally,
these geopolitical, social and economic conditiomdd result in increased volatility in global fimgal markets and
economies.
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The consequences of terrorism or armed confligisuapredictable, and we may not be able to foregepts
that could have an adverse effect on our markebidppities or our business. We are uninsured fesds and
interruptions caused by terrorism, acts of war simdlar events.

While the geographic areas outside the U.S. in fwhie operate are generally not considered to Hayhig
inflationary, our foreign operations are sensitivdluctuations in currency exchange rates ari§iom, among othe
things, certain intercompany transactions thagaresrally denominated, for example, in U.S. doliather than
their respective functional currencies. Our opearatiesults, assets and liabilities are subjedieceffect of foreign
currency translation when the operating resultstaadassets and liabilities of our foreign subsidmare translated
into U.S. dollars in our consolidated financialtstaents. The assets and liabilities of our foreigbsidiaries are
translated from their respective functional curieadnto U.S. dollars based on the translationiratdffect at the er
of the related reporting period. The operating ltssef our foreign subsidiaries are translated i8.lollars based
on the average conversion rate for the relateadgeri

Moreover, our operations are exposed to marketfrisk changes in interest rates and foreign cugrenc
exchange rates and commodity prices, which mayradiyeaffect our results of operations and finahodadition.
We seek to minimize these risks through regularatpey and financing activities and, when we coesitito be
appropriate, through the use of derivative finahicistruments. We do not purchase, hold or selvdére financial
instruments for trading or speculative purposes.

We face significant competition in many aspectsoofr business, which could cause our revenue andsgo
profit margins to decline. Competition could alsawuse us to reduce sales prices or to incur additibn
marketing or production costs, which could resutt decreased revenue, increased costs and reducedima

We compete for customers with a wide variety ofdoicers of equipment for models, prototypes, othesd-
dimensional objects and end-use parts as well@tupers of materials and services for this equigin&sme of our
existing and potential competitors are researctdegigning, developing and marketing other typesoofpetitive
equipment, materials and services. Many of thesgpetitors have financial, marketing, manufacturigigtribution
and other resources substantially greater than ours

We also expect that future competition may arisenfthe development of allied or related technicfoes
equipment and materials that are not encompassedryyatents, from the issuance of patents to abepanies
that may inhibit our ability to develop certain grzts, and from improvements to existing materaald equipment
technologies.

We intend to follow a strategy of continuing protidevelopment to enhance our position to the extent
practicable. We cannot assure you that we willlide &0 maintain our current position in the fieldoontinue to
compete successfully against current and futureceswf competition. If we do not keep pace witthtelogical
change and introduce new products, we may losentevand demand for our products.

We depend on a limited number of suppliers for camnents and sub-assemblies used in our systems amd r
materials used in our materials. If these relatidmips were to terminate, our business could be digrd while
we locate an alternative supplier and our expensesy increase.

We have outsourced the assembly of certain of gatems to third-party suppliers, we purchase coraptm
and sub-assemblies for our systems from third-parppliers, and we purchase raw materials thatsed in our
materials, as well as certain of those materiatenfthird-party suppliers.

While there are several potential suppliers ofdbmponents, parts and sub-assemblies for our predue
currently choose to use only one or a limited nuntbesuppliers for several of these componentsuding our
lasers, materials and certain jetting components.r€liance on a single or limited number of versdorolves
many risks including:

» Potential shortages of some key compone

* Product performance shortfalls; a
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< Reduced control over delivery schedules, manufangurapabilities, quality and cos

While we believe that we can obtain all of the comgnts necessary for our products from other matwfers,
we require any new supplier to become “qualifiedfguant to our internal procedures, which coulaine
evaluation processes of varying durations. We gdlydnave our systems assembled based on our abtemecasts
and the supply of raw materials, assemblies, compsrand finished goods from third parties, whidhsubject to
various lead times. In addition, at any time, darsappliers may decide to discontinue productibarbassembly,
component or raw material that we use. Any ungaieid change in the sources of our supplies, artigiated
supply limitations, could increase production dated costs and consequently reduce margins.

If our forecasts exceed actual orders, we may ik inventories of slow-moving or unusable pastsich
could have an adverse effect on our cash flow jtatafity and results of operations.

We have engaged selected design and manufactusimgamnies to assemble certain of our equipment,diireg
our SLA®, SLS®and certain 3-Iprinting systems. In carrying out these outsoureiativities, we face a number
risks, including:

» The risk that the parties that we identify andireta perform assembly activities may not perfomai
satisfactory manne

« The risk of disruption in the supply of system®tw customers if such third parties either faiptaform in a
satisfactory manner or are unable to supply us thighquantity of systems that are needed to meaet th
current customer demand; a

» The risk of insolvency of these suppliers as welthee risk that we face, as discussed above, ilindesith a
limited number of supplier:

Costs of certain employee benefits may continueise.

Although we have taken steps to contain volatilitynedical and employee benefits, there are risasthese
benefit costs may increase as a result of:

« Continued increases in medical costs related tagarg workforce, increased employee usage of medica
benefits or medical inflation; ar

« Material changes in legislation impacting medica¢mployee benefit:

We face risks in connection with changes in enengglated expenses.

We and our suppliers depend on various energy ptedin manufacturing processes used to produce our
products. Generally, we acquire products at mgykees and do not use financial instruments to hestgergy
prices. As a result, we are exposed to market rislkdéed to changes in energy prices. In additioamy of the
customers and industries to whom we market ouesystand materials are directly or indirectly degenidipon the
cost and availability of energy resources.

Our business and profitability may be materiallg adversely affected to the extent that our oramustomers’
energy-related expenses increase, both as a oésudther costs of producing, and potentially loywesfit margins
in selling, our products and materials and becaugeased energy costs may cause our customeesay ar reduc
purchases of our systems and materials.

The variety of products that we sell could causgrsficant quarterly fluctuations in our gross profimargins,
and those fluctuations in margins could cause fluettions in operating income or loss and net incomenet
loss.

We continuously work to expand and improve our paiafferings, including our systems, materials and
services, the number of geographic areas in whigloperate and the distribution channels we useaohr various
target product applications and customers. Thigetyaof products, applications and channels invelaegange of
gross profit margins that can cause substantiatepyafluctuations in gross profit and gross profi
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margin depending upon the variety of product shipimérom quarter to quarter. We may experienceifsgmt
quarterly fluctuations in gross profit margins @eecating income or loss due to the impact of thewaof products
channels or geographic areas in which we sell cadlycts from period to period. In some quarters jfossible the
results could be below expectations of analystsiawestors. If so, the price of our common stoclkyrba volatile o
decline.

We may be subject to product liability claims, whicould result in material expense, diversion of megement
time and attention and damage to our business regtian.

Products as complex as those we offer may contadetected defects or errors when first introduaeaiso
enhancements are released that, despite testengpadiscovered until after the product has bestalled and used
by customers. This could result in delayed markeeptance of the product, claims from customerstiwers,
damage to our reputation and business or signtfioasts to correct the defect or error.

We attempt to include provisions in our agreemauitis customers that are designed to limit our expeso
potential liability for damages arising from defeor errors in our products. However, the natudkexient of these
limitations vary from customer to customer, thdfeet is subject to a variety of legal limitatiora)d it is possible
that these limitations may not be effective assalteof unfavorable judicial decisions or laws eteddn the future.

The sale and support of our products entails #ieaf product liability claims. Any product liakii claim
brought against us, regardless of its merit, coedallt in material expense, diversion of managertier and
attention, damage to our business reputation amskcas to fail to retain existing customers oraibtb attract new
customers.

Historically, our common stock has been characterizby generally low daily trading volume, and ousramon
stock price has been volatile.

The price of our common stock ranged from $3.781th.92 per share during 2009. Factors that may have
significant impact on the market price of our conmstock include:

» Our perceived value in the securities mark

» Future announcements concerning developments iaffestir business or those of other companies in our
industry, including the receipt or loss of substlrdrders for products

* Overall trends in the stock mark

« The impact of changes in our results of operations financial condition or our prospects on howare
perceived in the securities marke

« Changes in recommendations of securities analgst
» Sales or purchases of substantial blocks of s
The number of shares of common stock issuable uplos exercise of outstanding stock options coulduck
your ownership and negatively impact the marketqaifor our common stock.
Approximately 0.9 million shares of common stock&issuable upon the exercise of outstanding stptikns
at December 31, 2009, all of which were fully veséed remained exercisable at that date.
Our Board of Directors is authorized to issue up%amillion shares of preferred stock.

The Board of Directors is authorized to issue up million shares of preferred stock, of which 1limn shares
have been authorized as Series A Preferred StdekBodard of Directors is authorized to issue trsbsges of
preferred stock in one or more classes or seritfwwt further action of the stockholders and irt tlegard to
determine the issue price, rights, preferencegandeges of any such class or series of prefestedk generally
without any further vote or action by the stockles&l The rights of the holders of any outstanderies of preferre
stock may adversely affect the rights of holdersafimon stock.
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Our ability to issue preferred stock gives us téily concerning possible acquisitions and finaryd, but it
could make it more difficult for a third party toguire a majority of our outstanding common stdokaddition, any
preferred stock that is issued may have othersjghtluding dividend rights, liquidation preferesscand other
economic rights, senior to the common stock, wisimhld have a material adverse effect on the maskieie of our
common stock.

The stockholders’ rights plan adopted by the BoaDirectors in 2008 may inhibit takeovers and may
adversely affect the market price of our commoncdito

Our Board of Directors approved the creation of eries A Preferred Stock and adopted a stockhsSldghts
plan pursuant to which it declared a dividend of Geries A Preferred Stock purchase right for shelne of our
common stock held by stockholders of record asi®fclose of business on December 22, 2008. Thempeefshare
purchase rights attach to any additional shareswimon stock issued after December 22, 2008. Pigdbase
rights are not exercisable and trade with the shafeur common stock. Under the rights plan, thigggs generall
become exercisable only if a person or group aegur commences a tender or exchange offer foefcept or
more of our common stock. If the rights become eisable, each right permits its holder to purchas=one-
hundredth of a share of Series A Preferred Stocthfmexercise price of $55.00 per right. The sghlan also
contains customary “flip-in” and “flip-over” proviens such that if a person or group acquires beia¢fhwnership
of 15 percent or more of our common stock, eadht rigll permit its holder, other than the acquiripgrson or
group, to purchase shares of our common stock fwica equal to the quotient obtained by dividitp PO per righ
by one-half of the then current market price of cmmmon stock. In addition, if, after a person aegusuch
ownership, we are later acquired in a merger oilairtransaction, each right will permit its holgdether than the
acquiring person or group, to purchase shareseofi¢thquiring corporation’s stock for a price eqoate quotient
obtained by dividing $55.00 per right by one-hdlfle then current market price of the acquiringnpany’s
common stock, based on the market price of theiangicorporation’s stock prior to such merger.

The stockholders’ rights plan and the associate®S@A Preferred Stock purchase rights may disgriea
hostile takeover and prevent our stockholders freoeiving a premium over the prevailing market @fior the
shares of our common stock.

Various provisions of Delaware law may inhibit chges in control not approved by our Board of Directcand
may have the effect of depriving our stockholdefsam opportunity to receive a premium over the paging
market price of our common stock in the event of attempted hostile takeover.

One of these Delaware laws prohibits us from engagi a business combination with any interested
stockholder (as defined in the statute) for a pedbthree years from the date that the personrbe@m interested
stockholder, unless certain conditions are met.

Our balance sheet contains several categories ¢dmgible assets totaling $52.3 million at Decemi&dr, 2009
that we could be required to write off or write davin the event of the impairment of certain of theassets
arising from any deterioration in our future perfanance or other circumstances. Such write-offs oriter
downs could adversely impact our future earningsdastock price, our ability to obtain financing anour
customer relationships.

At December 31, 2009, we had $48.7 million in goildvepitalized on our balance sheet. Accounting
Standards Codification (“ASC”) Section 350, “Inténigs — Goodwill and Other,” requires that goodwaifid some
longHived intangibles be tested for impairment at leastually. In addition, goodwill and intangible efssare teste
for impairment at other times as circumstancesavdrrand such testing could result in write-dowhsome of our
goodwill and long-lived intangibles. Impairmentieasured as the excess of the carrying value afabdwill or
intangible asset over the fair value of the undegyasset. A key factor in determining whether impant has
occurred is the relationship between our markeitaigmation and our book value. Accordingly, we mépm time
to time, incur impairment charges, which are reedrds operating expenses when they are incurredanid
reduce our net income and adversely affect ouratipey results in the period in which they are imedr
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As of December 31, 2009, we had $3.6 million ofeothet intangible assets, consisting of licensaterms, and
other intangibles that we amortize over time. Amgtenial impairment to any of these items could asky affect
our results of operations and could affect theitigqgrice of our common stock in the period in whibey are
incurred.

For additional information, see Notes 6 and 7 ®n@wnsolidated Financial Statements and “Managément
Discussion and Analysis of Financial Condition &wbults of Operations — Critical Accounting Pol&cand
Significant Estimates —Goodwill and other intangible and long-lived asséts

Iltem 1B. Unresolved Staff Comment

None.

Item 2. Properties.

We own office and production facilities in Lawreboeg, Tennessee and lease the remainder of ouatoper
facilities, which are general purpose facilities.

We occupy an 80,000 square-foot headquarters aednmeh and development facility in Rock Hill, South
Carolina, which we lease pursuant to a lease agreewith KDC-Carolina Investments 3, LP. Afteriittial term
ending August 31, 2021, the lease provides us tivégtoption to renew the lease for two additionadfjear terms ¢
well as the right to cause KDC, subject to certaims and conditions, to expand the leased prerdig@sg the terr
of the lease, in which case the term of the leaméldvbe extended. The lease is a triple net leadeeovides for th
payment of base rent of $0.7 million annually thglo2020, including rent escalations in 2011 ands2@hd
$0.5 million in 2021. Under the terms of the leage,are obligated to pay all taxes, insuranceitiesland other
operating costs with respect to the leased preml$eslease also grants us the right to purchaske#sed premises
and undeveloped land surrounding the leased premiséerms and conditions described more partiguliathe
lease.

We own 35,000 square feet of office and producémilities in Lawrenceburg, Tennessee at which vaelpce
a broad range of finished parts and assemblies.

We lease an 11,000 square-foot advanced reseadateaelopment facility in Valencia, California. Veso
lease a 9,000 square-foot general purpose fatiligarly, Switzerland at which we blend stereolghaphy and
printing materials and composites. We lease spaaesimall manufacturing facility in Goodland, Inubewhere we
manufacture finished parts for sale to customers.al§o lease various sales and service officesande, Germany,
the United Kingdom, Italy and Japan.

We believe that the facilities described aboveaalequate to meet our needs for the foreseeablefutu

Item 3. Legal Proceedings

On March 14, 2008, DSM Desotech Inc. filed a conmplaas amended, in an action titlB&M Desotech Inc. v.
3D Systems Corporatidn the United States District Court for the North&istrict of lllinois (Eastern Division)
asserting that we engaged in anticompetitive behavith respect to resins used in large-frame stiéh®graphy
machines. The complaint further asserted that werdiringing upon two of DSM Desotech’s patentatiglg to
stereolithography machines. We understand that D@&sbtech estimates the damages associated withiitss to
be in excess of $40 million.

Following a decision of the Court on our motiordismiss the non-patent causes of the action, DSkbfeeh
filed a second amended complaint on March 2, 280hich it reasserted causes of action previousimnigsed by
the Court. We filed an answer to the second amendatblaint on March 19, 2009 in which, among othérgs, wi
denied the material allegations of the second aettedmplaint. Discovery is proceeding on the clgisding in
this case.

We intend to vigorously contest all of the clainsserted by DSM Desotech.
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We are also involved in various other legal matiecglental to our business. We believe, after atimg with
counsel, that the disposition of these other legatters will not have a material effect on our adigsited results of
operations or consolidated financial position.

Item 4. Submission of Matters to a Vote of Security Holde

No matters were submitted to a vote of securitgéd during the fourth quarter of 2009.

Executive and Other Officers

The information appearing in the table below setthfthe current position or positions held by eatbur
officers and his age as of February 1, 2010. Alllafticers serve at the pleasure of the Board oé&brs. There are
no family relationships among any of our officergdoectors.

Age as of

Name and Current Positior February 1, 201C
Abraham N. Reichental

President and Chief Executive Offic 53
Charles W. Hull

Executive Vice President, Chief Technology Offi 70
Robert M. Grace, Jr.

Vice President, General Counsel and Secre 62
Damon J. Gregoire

Vice President and Chief Financial Offic 41
Kevin P. McAlea

Vice Presiden 51

We have employed each of the individuals in thedoing table other than Mr. Gregoire for more tfiae
years.

Mr. Gregoire joined us on April 25, 2007 as Vicesgtdent and Chief Financial Officer. Previously wees
employed by Infor Global Solutions, Inc., an intional software company, as Vice President of iirasince
2006 with responsibility for its Datastream Systeand Customer Relationship Management division.&fegoire
previously served as Corporate Controller of Datash Systems Inc., a software company, from 20@bitwas
acquired by Infor Global Solutions, Inc. in Mardb®. From 2001 to 2005, Mr. Gregoire served asdboreof
Accounting and Financial Analysis of Paymentecl®?.Lan international credit card processing company
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PART Il

Item 5. Market for Registran’'s Common Equity, Related Stockholder Matters arsslier Purchases of Equity
Securities.

The following table sets forth, for the periodsigaded, the range of high and low prices of our ram stock,
$0.001 par value, as quoted on The NASDAQ Globalkgta Our common stock trades under the symbol “TDS

Year Period High Low
2008
First Quartel $15.97 $12.5%
Second Quarte $15.9C $ 8.5¢
Third Quartel $15.0:  $ 8.2¢
Fourth Quarte $14.0C $ 5.97
2009
First Quartel $ 821 $ 3.7¢
Second Quarte $8.0C $5.9z
Third Quartel $10.71 $ 6.4C
Fourth Quarte $11.9: $ 8.14

As of February 12, 2010, our outstanding commonksteas held by approximately 337ockholders.

Dividends

We do not currently pay, and have not paid, aniddivds on our common stock, and we currently intend
retain any future earnings for use in our businasy.future determination as to the declaratiodiefdends on our
common stock will be made at the discretion ofBleard of Directors and will depend on our earnirgggrating
and financial condition, capital requirements atiteofactors deemed relevant by the Board of Dirsctincluding
the applicable requirements of the Delaware Ger@ogboration Law, which provides that dividends jpagable
only out of surplus or current net profits.

The payment of dividends on our common stock magebgicted by the provisions of credit agreements
other financing documents that we may enter inttherterms of securities that we may issue frone tiontime.

Issuer Purchases of Equity Securities

We did not repurchase any of our equity securdiggng the fourth quarter of 2009, except for uneds
restricted stock awards repurchased pursuant t8@4 Incentive Stock Plan. See Note 14 to the Qlatated
Financial Statements.
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Stock Performance Graph

The graph below shows, for the five years endeceboer 31, 2009, the cumulative total return on an
investment of $100 assumed to have been made cenidese 31, 2004 in our common stock. For purposéiseof
graph, cumulative total return assumes the reinvest of all dividends. The graph compares suchrmetith those
of comparable investments assumed to have been omdithe same date in (a) the NASDAQ Composite —alTot
Returns Index and (b) the S & P Information Tecbgglindex, which are published market indices wittich we
are sometimes compared.

Although total return for the assumed investmentiages the reinvestment of all dividends on Decerbenf
the year in which such dividends were paid, we paid¢dash dividends on our common stock during greogds
presented.

Our common stock is quoted on The NASDAQ Global kéa(trading symbol: TDSC).

COMPARISON OF 5-YEAR CUMULATIVE TOTAL RETURN*
Assumes Initial Investment of $100
December 2009

200

—{1= 3D Systems Corporation
—L—  NASDAQ Composite — Total Returns
—0O—  S&P Information Technology Index

———
50 —=
""-.,_D.__,.--“'

T T

T T T T
12/04 12105 12406 12407 [ 2408 12/09

150

DOLLARS

* $100 invested on 12/31/04 in stock or in-including reinvestment of dividends. Fiscal yeadiag December 3:

12/04 12/05 12/06 12/07 12/08 12/09

3D Systems Corporatic 100.0( 90.5¢ 80.2¢ 77.6% | 39.9% 56.8%
NASDAQ Composite— Total Returns Inde 100.0C | 102.1: | 112.7¢ | 124.7: | 74.87 | 108.8:
S & P Information Technology Inde 100.0C | 101.0: | 109.5. |127.3¢ |72.41 |[117.1
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Iltem 6. Selected Financial Data

The selected consolidated financial data set foetbw for the five years ended December 31, 208%lean
derived from our historical consolidated finanatdtements. You should read this information togettith
Management’s Discussion and Analysis of Financ@dition and Results of Operations, the notes écstiected
consolidated financial data, and our consolidaitegicial statements and the notes thereto for Dbeesil, 2009
and prior years included in this Form 10-K.

Year Ended December 31,
2009 2008 2007 2006 2005(1)
(In thousands, except per share amounts)

Consolidated Statement of Operations Datz
Consolidated Revenu

Systems and other produr $ 30,50 $ 41,327 $58,17¢ $ 46,46! $ 55,13

Materials 50,291 62,29( 61,96¢ 52,06: 44,64t

Services 32,031 35,321 36,36¢ 36,29¢ 39,29°

Total 112,83! 138,94( 156,51t 134,82( 139,07¢

Gross profit(2) 49,73( 55,56¢ 63,41: 46,31 62,91¢
Income (loss) from operations( 3,07: (5,490 (5,177) (25,637 9,16¢
Net income (loss)(3 1,06¢€ (6,159 (6,740 (29,280) 9,40¢
Series B convertible preferred stock dividend: — — — 1,414 1,67¢
Net income (loss) available to common stockholi 1,06¢€ (6,159 (6,740 (30,699 7,721
Net income (loss) available to common stockhol

per share(1)

Basic $ 00t $ (02 $ (033 $ (@7) $ 0.5z

Diluted $ 00t $ (028 $ (033 $ (@A.7) $ 0.4¢
Consolidated Balance Sheet Dat¢
Working capital $ 36,71¢ $ 35,27¢ $ 40,90¢ $ 17,33¢ $ 43,80¢

Total asset 150,40: 153,00: 167,38! 166,19: 153,80(

Current portion of long-term debt and capitalized

lease obligation 213 3,28( 3,50¢ 11,91 20C
Long-term debt and capitalized lease obligations

less current portio 8,25¢ 8,461 8,66: 24,19¢ 26,14¢
Series B convertible preferred stock — — — — 15,24:
Total stockholder equity 104,69 102,23« 104,76 69,66¢ 70,21:
Other Data:
Depreciation and amortizatic 5,88¢ 6,67¢€ 6,97( 6,52¢ 5,92¢
Interest expens 61¢ 91¢€ 1,83( 1,64¢ 1,77¢
Capital expenditures(* 974 5,811 94¢€ 10,10( 2,51¢

(1) We restated our 2005 financial statements durirfif2® a result of our identification of errorstie financial
statements
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The effect of these restatements on our operatisglts for the year ended December 31, 2005 whslaws
(in thousands, except per share data):

Year Ended December 31, 200
As Previously

Reported Adjustments Restated
(In thousands, except per share amount:
Consolidated revent $139,67( $(592) $139,07¢
Net income $ 10,08 $(677) $ 9,40¢
Net income (loss) per share available to commocksiaders:
Basic $ 0.5¢€ $0.09 $ 052
Diluted $ 0.5 $(0.05) $ 0.4¢

We corrected an error related to the manner in lvhie recorded and maintained goodwill related & th
acquisition in 2001 of our Swiss subsidiary, 3Dt8yss S.A. Neither this error nor its correction laag effect
on net income (loss) reported for any period on@omsolidated Statements of Operations. As a restifie
correction of this error, at December 31, 2006, @onsolidated Balance Sheet reflects a $1,822 atmelnet
increase in goodwill and a corresponding cumulatigeincrease in other comprehensive income (Iteggther
with appropriate adjustments to stockholders’ gquitising from foreign currency translation rethte such
goodwill in each year ended on or before DecemltePB06. Such net increase in other comprehensogrie
(loss) consists of a $969 decrease for the yeascebBacember 31, 2005 and a $498 increase for tireeyeled
December 31, 200!

(2) To conform to current year presentation, foreigohexge gain (loss) was reclassified for 2008 arat gears
from product cost of sales to interest and oth@easges, net. The amount of foreign exchange gasés)(that
was reclassified for each year is as follows: $#02008, $48 in 2007, $(58) in 2006 and $(754)002 This
had the effect of decreasing gross profit and ine@dmss) from operations in 2008 and 2007 and asing gros
profit and income (loss) from operations in 2006 2005 by the respective amour

(3) Our net loss for 2008 included a $1,185 tax berei#ing from the settlement of a tax audit for ylears 2000
through 2005 with a foreign tax authority. This t®ttlement reduced 2008 income tax expense bg$h4d
amounts owing under the settlement were less timuats previously estimated. The settlement enalded
recognize foreign tax loss carry-forwards, resglima $911 increase in our foreign deferred taeadNet
income in 2005 included a $2,500 non-cash benesing from the reduction of the valuation allowartbat we
maintain against our deferred income tax asset2006, however, we recorded a $2,500 valuatiomalice
against this deferred income tax asset (beforagigifect to the benefit of $748 of foreign netatedd income
tax assets that we recognized in 2006) that hadftbet of reversing the 2005 reduction of our ailon
allowance as a result of our determination thatis more likely than not that we would not be ablatilize this
deferred income tax asset to offset anticipated ldc®me.

(4) On June 8, 2006, all of our then outstanding S@i€onvertible Preferred Stock was converted bhdtslers
into 2,639,772 shares of common stock, includin®@2@ shares of common stock covering accrued apdidn
dividends to June 8, 2006. As a consequence afdheersion of the Series B Convertible PreferraxtiSt
commencing with the third quarter of 2006, we cdageording dividends with respect to the outstagdi
Series B Convertible Preferred Stock that we pigithfits original issuance in May 2003 until itslfabnversion
in June 2006

(5) Excludes capital lease additiol
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Item 7. Managemen's Discussion and Analysis of Financial Condition drResults of Operations

The following discussion and analysis should bel tegether with the selected consolidated finardddh and
our consolidated financial statements set fortthis Form 10-K Certain statements contained in this discussion
constitute forward-looking statements within theamieg of the Private Securities Litigation ReforrotAf 1995.
These statements involve a number of risks, unoéga and other factors that could cause actsallt®to differ
materially from those reflected in forward-lookisgatements, as discussed more fully in this ForsK.18ee
“Forward-Looking Statements” and “Cautionary Stages and Risk Factors” in Item 1A.

The forward-looking information set forth in thisifn 10-K is provided as of the date of this filimgd, except
as required by law, we undertake no duty to uptheteinformation.

Overview

We design, develop, manufacture, market and seBsdeprinting, rapid manufacturing and prototyping
systems and related products and materials thsteenamplex three-dimensional objects to be prodwtiresctly
from computer data without tooling. Our productsl amaterials help to greatly reduce the time and i@aglired to
produce prototypes or customized production p&art2009, with the introduction of our 3Dpropaftsservice, we
began supplying finished parts to our customersuidin a network of parts printing service locaticDar
consolidated revenue is derived primarily from shée of our systems, the sale of the related naddansed by the
systems to produce solid objects and the provisf@ervices and parts to our customers. Revenue diar
3Dproparts™ service is included in the service revenue lineunconsolidated financial statements.

Growth strategy

We are continuing to pursue a growth strategyfih@ises on seven strategic initiatives:

 Improving our custome’ bottom line;

« Developing significant product applicatior

« Expanding our range of customer servic

« Accelerating new product developme

» Optimizing cash flow and supply cha

» Creating a performan-based ethical culture; ai
» Developing people and opportunitit

Improving our customers’ bottom lineWe believe that our success depends on the suctesr customers.
Understanding our customers’ objectives and buseseshould enable us to quickly incorporate thedds into our
product offerings and to offer them effective sins to their business needs. By offering themagiffe solutions t
their needs, we should be able to provide them gathtions that significantly improve their own fitability.

Developing significant product applications/Ve believe that our ability to focus on indusribat provide
significant growth opportunities enables us to smege the adoption of our business solutions aratdate
significant new applications for a continually erping customer base. By focusing our efforts on $igmificant
addressable opportunities, 3-D printing and Rapahiacturing, we are working to build a businesslehthat can
provide sustained growth. Pursuing these markebrppities also complements our strategy to in@eas a
percent of total revenue, the amount of revenueavive from materials and other consumables. Ouenads are
used in these systems and provide a recurring veveineam, which should be less sensitive to @iaticonomic
behavior.

Expanding our range of customer servicadle believe that improving our customepsttom line demands tt
creation of new and innovative services designaddet specific customer needs. We are
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working to establish faster, simpler business jrastdesigned to make our customer experienceusittasier and
friendlier.

Accelerating new product development/e believe that our growth depends on our ahiditipring to market
new materials, systems and services through quidkargeted development cycles. Technology andviatian are
at the heart of this initiative. As an industrydesa, we believe that the only sure way to susteivth is through ot
commitment to technological leadership.

Optimizing cash flow and supply chainWe believe that our profitability, competitiveseand cash flow shou
be enhanced by our ability to optimize our ovemadinufacturing operations and supply chain. Thrahgh
implementation of lean order-to-cash operationspter with selective strategic outsourcing, wevanoeking to
derive tangible operating improvements and to imerour overall return on assets.

Creating a performance-based ethical cultur@/e believe that the success of our strategi@mtivies will
depend on our ability to execute them within treaxfework of a performance-based culture dedicateaetting the
needs of our customers, stockholders and othetitrscies, supported by a corporate culture thabmmitted to
strong principles of business ethics and compliavite the law. We recognize the need to align cenfgrmance
with our organizational capabilities and practiaes our strategic vision to enable us to grow etr#tte we expect,
to drive operating improvements at the rate we exped to make the progress against targets neydssaeate th
necessary alignment.

Developing people and opportunitiedVe believe that our success depends heavilyeskii and motivation
of our employees and that we must therefore inwetste skills that our employees possess and isetioat we need
to accomplish our strategic initiatives.

We intend to accomplish this growth organically aaslopportunities present themselves, througlttbede
acquisitions. As with any growth strategy, thera ba no assurance that we will succeed in accohipjour
strategic initiatives.

Summary of 2009 Financial Results

As discussed in greater detail below, revenue @@92declined primarily due to lower sales acrobseakenue
categories. Our revenue decreased by 18.8% to &idiftion in 2009 from $138.9 million in 2008, aftkaving
decreased from $156.5 million in 2007. These redatgely reflected the recessionary business tiondithat
became apparent in 2008 and continued throughd@$.20

Our gross profit for 2009 decreased by 10.5% taB4éllion from $55.6 million in 2008. Our lower ggs
profit for 2009 arose primarily from a lower voluroésystems and materials sales. Costs associdtiedhe initial
commercialization of our V-FlashDesktop Printer also negatively affected our groasgin. These negative
impacts were partially offset by supply chain e#fitcies and productivity improvements. Gross piwéis also
favorably affected by higher service margins dusystems upgrades and improved margins on maintenan
contracts. Our gross margin percentage improvédd 6% in 2009 from 40.0% in 2008.

Our total operating expenses declined by $14.4anillh 2009 from 2008, reflecting lower SG&A and R&
expenses, reflecting the strategic actions thahave taken to reshape our organization. We expeadritinue to
manage expenses and drive down our costs wherilgoaithout impairing our ability to operate anergice our
customers. We expect operating expenses for 20t ia the range of $46 million to $52 million.

For 2009, our operating income improved by $8.6iomlto $3.1 million compared to an operating lo§s
$5.5 million in 2008. This was primarily due to lemtotal operating expenses and the increase igrogs margin
noted above.

Our operating income for 2009 included $8.5 millafmon-cash expenses, which primarily consisted of
depreciation and amortization, stock-based compemsand the provision for bad debts; this compaoed
$8.9 million of non-cash expenses in 2008.
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A number of actions or events occurred in 2009 afff@cted our liquidity and our balance sheet idiig the
following:

* We used $2.0 million of the $3.5 million of caslogeeds from the 2008 sale of our Grand Junctiafitfac
together with $1.2 million of pre-existing restedtcash, to redeem the remaining $3.1 million ¢$tanding
industrial development bonds in January 2009. \Withredemption of these bonds, we have no outstgndi
indebtedness for borrowed mon

 During the second half of 2009, we used $4.1 mmltid cash to acquire three businesses to augment ou
3-D printing and 3Dpropart¥ service. See “Liquidity and Capital ResourcesCash Flow-Cash Flow from
Investing Activities”

» Our unrestricted cash and cash equivalents incldas&2.7 million to $24.9 million at December 2D09
from $22.2 million at December 31, 20(

+ As discussed below, our working capital increase@h4 million from December 31, 2008 to Decembkr 3
2009. Se¢‘Liquidity and Capital Resourc— Working capital” below; anc

« Among other major components of working capitataats receivable, net of allowances, declined by
$1.5 million from December 31, 2008 to DecemberZ9 primarily reflecting our lower sales in 2009.
Inventory at December 31, 2009 was $2.6 milliondothan its December 31, 2008 level, reflectingdow
sales and operational efficiencies implementediinsopply chain and logistics art

Based upon current economic conditions, we exp@td 20 continue to be challenging. Softness in dehia
key industries we serve may result in a continuetdide in revenue from our Direct Rapid Manufaatgrsystems
during the next several quarters. As previouslgldied, in connection with our commercializatioroaf V-Flash®
Desktop Printer in the second quarter of 2009, xpeet our earnings per share to be negatively itepaio the
range of $0.02 to $0.04 per share for each ofrthiali four quarters of commercial activity.

Results of Operations for 2009, 2008 and 2007

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

Table 1
2009 2008 2007
(Dollars in thousands)
Systems and other produ $ 30,50 27.(% $ 41,320 29.8% $ 58,17¢ 37.2%
Materials 50,29’ 44.¢€ 62,29( 44.¢ 61,96¢ 39.€
Services 32,037 28.4 35,327 25.2 36,36¢ 23.2
Totals $112,83" 100.(% $138,94( 100.(% $156,51¢ 100.(%

Consolidated revenue

Consolidated revenue decreased in both 2009 arftl @@® primarily to decreased volume across alksale
categories as a result of weakened economic conditifrhese decreases are explained in more dethiRevenue
by class of product and servieeadRevenue by geographic regisactions below.

Systems orders and sales tend to fluctuate onréeglyebasis as a result of a number of factorduiding the
types of systems ordered by customers, customeptawce of newly-introduced products, the timingmiduct
orders and shipments, global economic conditionisflaictuations in foreign currency exchange ra@s:
customers generally purchase our systems as capiiggment items, and their purchasing decisiong Imaze long
lead times.

Due to the relatively high list prices of certaysems and the overall low unit volume of systeaiesin any
particular period, the acceleration or delay ofersdand shipments of a small number of systems fneenperiod to
another can significantly affect revenue reportadoir systems for a particular period. Revenue
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reported for systems sales in any particular pas@dso affected by revenue recognition rulesgibed by
generally accepted accounting principles.

Backlog has historically not been a significantdaén our business, reflecting our relatively shmmoduction
and delivery lead times. We had approximately $dillon of booked orders outstanding at December28D9, of
which $0.5 million was related to 3-D printers. \&ect to ship all of these orders in 2010. At Deloer 31, 2008
and 2007, respectively, our backlog was approxim&t.4 million and $3.1 million.

Revenue by class of product and service
2009 compared to 2008

Sales volumes of new products and services decbgegil1.8 million in 2009, while the volume of leya
products sold declined by $2.5 million compare@@68. Table 2 sets forth our change in revenuddssof
product and service for 2009 compared to 2008:

Table 2
Systems and Othe
Products Materials Services Totals
(Dollars in thousands)
2008 Revenu $41,32: 29.6% $62,29( 44.8% $35,327 25.4% $138,94( 10(%
Change in revenuu
Volume:
Core products and servic 164 0.4 (2,499 (4.0 (159 (0.9 (2,499 (1.9
New products and servic (1,821 4.9 (7,770 (12,5 (2,179 (6.2 (11,765 (8.5
Price/Mix (7,30¢) (17.9) (592 (1.0 —  — (7,900 (5.7
Foreign currency translatic (1,857 (4.5) (1,132) (1.9 (9579 (2.7) (3,946) (2.9
Net change (10,829 (26.2) (11,999 (19.9 (3,290 (9.9 (26,109 (18.9)
2009 Revenu $30,507 27.% $50,297 44.€% $32,037 28.4% $112,83! 10(%

We earn revenue from the sales of systems and pthducts, materials and services. On a consotidadsis,
revenue for 2009 decreased by 18.8% to $112.8omifiom $138.9 million for 2008 as a result of lawelume an
a shift in price/mix of systems and other produetated to lower levels of large-frame system sa#®of which we
believe is reflective of the continued weak globabnomic conditions during 2009.

The decline in revenue from systems and other mtsdhat is due to volume for 2009 compared to 2088
primarily the result of lower sales of large-fraared midframe systems that were only partially offset byiraareas
in unit volume of 3-D printers. Sales of systemssisted of:

 Large-frame systems, which represented 32% of total systevenue for 2009, compared to 36% in 2!

« Mid-frame and small-frame systems, which accoufde@9% of total systems revenue for 2009, compared
to 42% in 2008; an

» 3-D printers, which made up the remaining 39%, increafiiom 22% in 200¢

Due to the relatively high list price of certairsgms, our customers’ purchasing decisions may laglead
times; combined with the overall low unit volumesystems sales in any particular period, the acz@be or delay
of orders and shipments of a small number of systieam one period to another can
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significantly affect revenue reported for our systesales for the period involved. Revenue repddedystems
sales in any particular period is also affecteddwenue recognition rules prescribed by generaitepted
accounting principles.

Revenue from materials was also adversely impdngddwer large-frame systems sales, which are alfyic
accompanied by significant initial materials pursbsto charge up new systems and commence prouluatio
decreased demand in the global marketplace dueetoantinued overall economic downturn. Sales wfgrated
materials represented 31% of total materials regém2009, compared to 26% in 2008. After bottonang
$10.6 million in the first quarter of 2009, matdsieevenue increased sequentially each subsequarteqof 2009 t
end the fourth quarter at $14.8 million.

The decrease in services revenue reflects a reduictimaintenance revenue and the trailing
12-month cumulative impact of the decline in lafg@me systems sales on warranty revenue. The decvess
partially offset by an increase in sales of upgsaated sales from our 3Dpropartsservice, which we introduced in
October 2009. Services revenue increased 12.1%s8glly during the fourth quarter of 2009.

In addition to changes in sales volumes, therdvaoeother primary drivers of changes in revenueifane
period to another: the combined effect of changgsa@duct mix and average selling prices, sometirefesred to a
price and mix effects, and the impact of fluctuasian foreign currencies.

As used in this Management’s Discussion and Anglyki price and mix effects relate to changesyemue
that are not able to be specifically related tongjes in unit volume. Among these changes are clsanghe produt
mix of our materials and our systems as the trem@utd smaller, more economical systems has cordiand the
influence of new systems and materials on our dimgraesults has grown. Our reporting systems atearrently
configured to produce more quantitative informatiegarding the effect of price and mix changesewemnue.

2008 compared to 2007

As shown in Table 3, the $17.6 million decreaseansolidated revenue in 2008 compared to 2007atsfthe
effect of a $16.9 million decrease in systems raeesnd a $1.0 million decrease in services revang808. Sales
of new products and services introduced withinlse three years decreased by $19.4 million in 2008 sales
volume of legacy products declined by $2.3 millinr2008. Favorable price/mix effects increased mereeby
$0.3 million and favorable foreign currency tratisla effects increased by $3.9 million.

Table 3
Systems and
Other Products Materials Services Totals
(Dollars in thousands)
2007 Revenu $58,17¢ 37.2% $61,96¢ 39.€% $36,36¢ 23.2% $156,51¢ 10(%
Change in revenuu
Volume:
Core products and servic (2,090 (3.¢) (559 (0.9 33Z 0. (2,31 (1.5
New products and servic (16,140 (27.7) (883 (1.9 (2,375 (6.5) (19,399 (12.9
Price/Mix 43: 0.7 (159 (0.9 — — 274 0.2
Foreign currency translatic 942 1.€ 1,92: 3.1 1,00C 2.7 3,86¢ 25
Net change (16,859 (29.0) 321 0.t (1,047) (2.9 (17,579 (11.2)
2008 Revenu $41,32: 29.6% $62,29( 44.8% $35,327 25.0 $138,94( 10(%
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As set forth in Table 1 and Table 3:

» Revenue from systems and other products decregs&ta® million or 29.0% to $41.3 million for 2008
from $58.2 million for 2007 and decreased to 29df%onsolidated revenue in 2008 from 37.2% in 2(

This decrease was derived primarily from an $18IRan decrease in sales of larg@me systems, which v
believe is due to overall weak economic conditiqguastially offset by a $1.0 million positive impaicbm

foreign currency translation.

* Revenue from materials increased by $0.3 millio.686 to $62.3 million for 2008 from $62.0 millidor
2007, as favorable foreign currency translatiosetfthe lower sales resulting from the recessiobasjness
conditions in 2008. Materials revenue increasett@% of consolidated revenue in 2008 from 39.6% in
2007. In 2008, our integrated systems accounted@®s of all materials revenue. We believe our iraéed
material strategy is taking hold, evidenced bydbguential quarterly increase in integrated mdtsailes (as
a percentage of total sales) from 22% in the {jtgtrter of 2008 and increasing to 28% in the foqrthrter o

2008.

» Materials revenue volume from our legacy produot$ mew products decreased $0.6 million and
$0.9 million, respectively. The combined effecipodduct mix and average selling prices decreased by
$0.2 million. Foreign currency translation had a%hillion positive impact on materials reven

* Revenue from services declined by $1.0 millionZ6068 compared to 2007 and increased to 25.4% of
consolidated revenue in 2008 from 23.2% in 200léctihg the effect of the decline in revenue froyatems

in 2008.

Declines in volume of new services in 2008 reflddtee impact of lower systems revenue partiallgetfby a
$0.3 million increase in legacy services and th® $dillion favorable impact of foreign currencynsdation on

service revenue.

Revenue by geographic region
2009 compared to 2008

Each geographic region experienced lower levetswdnue in 2009 compared to 2008. This was pritigipa
caused by continued weak economic conditions ir®2@ich we believe led to lower levels of largenfimsystem
sales, and in the case of Europe, the impact @tiib} in currencies on foreign currency transbati Table 4 sets
forth the change in revenue by geographic aread6e compared to 2008:

Table 4
Asia-Pacific Total
(Dollars in thousands)
2008 Revenu $54,76¢ 39.4% $62,11¢ 44.7% $22,06( 15.9% $138,94( 100.(%
Change in revenu
Volume (2,437 (4,592) (7.9 (7,239 (32.9) (14,259 (10.9)
Price/Mix (3,41¢6) (4,039) (6.5 (445 (2.0 (7,900 (5.7
Foreign currency translatic — (4,749 (7.€) 797 3.6 (3,946 (2.9
Net change (5,849 (10.6) (138,379 (21.5 (6,882 (31.29) (26,109 (18.9
2009 Revenu $48,917 43.4% $48,74( 43.2% $15,17¢ 13.4% $112,83! 100.(%

As shown in Table 4:

* Revenue from U.S. operations decreased by $5.&mir 10.6% in 2009 to $48.9 million from
$54.8 million in 2008. This decrease was due primnés lower volume and the unfavorable combinefdetf

of price and mix
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* Revenue from non-U.S. operations decreased by $2illi8n or 24.1% to $63.9 million in 2009 from
$84.2 million in 2008 and comprised 56.6% of comtdked revenue in 2009 compared to 60.6% in 2008
decline innor-U.S. revenueexcluding the impact of foreign currency translatioas 19.4% in 200!

» Revenue from European operations decreased by #$1iligh or 21.5% to $48.7 million in 2009 from
$62.1 million in 2008. This decrease was due td.& #illion decline in volume, the $4.7 million
unfavorable effect of foreign currency translatamthe U.S. dollar strengthened against the EwtdBaitish
Pound, and the $4.0 million combined unfavorablpaot of price/mix

» Revenue from Asia-Pacific operations decreasedd fillion or 31.2% to $15.2 million in 2009 from
$22.1 million in 2008. This decrease was causeadanly by a $7.7 million decline in volume, pricecamix
as sales were adversely affected by the previalistfosed reorganization filing of our largest JYegee
customer. The sales decline was partially offse@y million of favorable foreign currency trartgia in
the Asie-Pacific region

2008 compared to 2007

The United States and Europe contributed to ouetdevel of revenue in 2008, while Asia-Pacificéaue
declined by a relatively modest $0.1 million cormgzhto 2007.

Table 5 sets forth the change in revenue by gebgrapea for 2008 compared to 2007:

Table 5
U.S. Europe Asia-Pacific Total
(Dollars in thousands)

2007 Revenu $65,50: 41.6% $68,82( 44.(% $22,19¢ 14.2% $156,51¢ 100.(%
Change in revenu

Volume (11,15¢) (17.0) (9,159 (13.9) (1,405 (6.3 (21,714 (13.9

Price/Mix 42( 0.€ 53€ 0.8 (682) (3.2) 274 0.2

Foreign currency translatic — — 1,911 2.8 1,95: 8.8 3,86¢ 25

Net change (10,73¢) (16.9 (6,700 (9.7) (139 (0.6) (17,57 (11.9

2008 Revenu $54,76¢ 39.4% $62,11¢ 44.7% $22,06( 15.9% $138,94( 100.(%

As shown in Table 5:

» Revenue from U.S. operations decreased by $10libmdr 16.4% in 2008 to $54.8 million from
$65.5 million in 2007

This decrease was due primarily to lower volumtagfe-frame system sales, for reasons discusseatabo
compared to that which we experienced in 2007.

» Revenue from operations outside the U.S. decrdag&6.8 million or 7.5% to $84.2 million in 200&Mm
$91.0 million in 2007 and comprised 60.6% of cortibd revenue in 2008 compared to 58.2% in 2

Foreign currency translation partially offset oavenue decrease in 2008. Excluding the $3.9 million
favorable effect of foreign currency translatioeyenue from operations outside the U.S. would have
decreased 11.8% for 2008 compared to 2007 and viawid been 59.5% of consolidated revenue for 2008.

» Revenue from European operations decreased byn$Bigh or 9.7% to $62.1 million in 2008 from
$68.8 million in 2007. This decrease was due primés the $9.1 million of lower volume in 2008, pially
offset by the favorable effect of foreign currerianslation and positive price/mix varianc
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» Revenue from Asia-Pacific operations decreasedXy fillion or 0.6% to $22.1 million in 2008 from
$22.2 million in 2007. This decrease was causadanly by a $1.4 million decline in volume and a
$0.7 million unfavorable effect of price and mixhish more than fully offset $2.0 million of favorab
foreign currency translation in the A-Pacific region

Gross profit and gross profit margins

Although gross profit decreased in both 2008 ar@b28s our revenue decreased, our gross profit margi
improved in 2009 as shown in Table 6 below. Onregsotidated basis, gross profit for 2009 decreased b
$5.9 million to $49.7 million compared to $55.6 imih and $63.4 million for 2008 and 2007, respeddijv

Table 6
Year Ended December 31,
2009 2008 2007
Gross % Gross % Gross %
Profit Revenue Profit Revenue Profit Revenue
(Dollars in
thousands)
Systems and other produ $ 7,822 25.% $ 7,971 19.2% $15,99( 27.5%
Materials 29,67: 59.C 39,26 63.C 38,47¢ 62.1
Services 12,23: 38.2 8,33( 23.€ 8,94¢ 24.€
Total $49,73( 44.1% $55,56¢ 40.(% $63,41: 40.5%

To conform to our 2009 presentation, we reclas$i$ie.4 million of foreign exchange gain in 2008 @nd
nominal amount of foreign exchange gain in 2007ictvinad previously been included in product costalés, to
interest and other expense, net in our consolidste@dments of operations. This had the effeceofehsing our
previously reported gross profit and interest atietioexpense, net by $0.4 million for 2008 and Ioypminal
amount in 2007. This also increased the operatisg for those years by the same amount.

On a consolidated basis, gross profit for 2009 elexed by $5.9 million to $49.7 million from $55.8lion for
2008. This decrease is the result of lower volufaaterial sales and lower large-frame systemsmeegepartially
offset by operational efficiencies, as well aspheviously disclosed negative impact on marginabés of our V-
Flash® Desktop Printer. This decline was partially offegthigher margins on services from systems upgradds
improved margins on maintenance contracts.

Consolidated gross profit margin in 2009 incredsgd.1 percentage points to 44.1% of revenue from% of
revenue for the 2008 period. Countering the advienpact of our lower revenue, the increase in gpefit margin
reflected the effect of various cost savings itiitizs that we pursued in 2008 and 2009, which bhetlcertain
supply chain efficiencies, the movement of certhird-party logistics activities in-house, the safesystems
upgrades and a reduction in field service costs.dross profit margin was adversely affected bypilexiously
disclosed negative impact on margin of sales of\6tash® Desktop Printer.

Systems and other products gross profit declinetl.8%6 to $7.8 million in 2009 from $8.0 million 2008,
while the gross profit margin improved by 6.4 petege points in 2009 to 25.7% of revenue. This oapment in
gross profit margin resulted from increased sugplgin efficiencies and lower costs to refurbishesys
components. The improvement was partially offsetigydecline in volume discussed above resultirtgen
absorption of fixed costs over fewer units andpgheviously disclosed negative impact on margin €flslsh®
Desktop Printer sales.

Gross profit margin for materials declined by 24.#/629.7 million, with the gross profit margin deasing
4.0 percentage points to 59.0% of revenue from%3r02008. This is primarily due to the declinesades volume
of materials, which was adversely affected by tiaalative effect of lower levels of large-frame tgys sales,
resulting in overhead absorption over lower revenue

Gross profit for services increased by 46.9% to.&h2illion compared to $8.3 million in 2008, whilee gross
margin improved by 14.6 percentage points to 382%venue. The improved gross profit is due to the
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combined effect of a decline in fixed costs asgediavith our decision to cease servicing certajjady products,
resolution of the premature failure of certain spstcomponents and reductions in field service dogtated in
2008.

Operating expenses

As shown in Table 7, total operating expenses @seck by $14.4 million or 23.6% to $46.7 million 09
from $61.1 million for 2008 and $68.6 million fob@7 as cost savings initiatives that we initiatastdhgained
traction. This is evidenced by sequential declinesur quarter-over-quarter operating expensesan ®f the last
ten quarters. This decrease consists of $10.4omitif lower selling, general and administrativeenges and
$4.1 million in lower research and development esps, both of which are discussed below. Accorglingé
expect our SG&A expenses in 2010 to fall into thege of $36 million to $40 million, and our 2010 B&xpenses
to fall in a range of $10 million to $12 million thiout slowing down the rate of planned new prodittoductions.

Table 7
Year Ended December 31,
2009 2008 2007
% % %
Amount Revenue¢ Amount Revenue¢ Amount Revenue
(Dollars in thousands)
SG&A $35,52¢ 31.5% $45,85¢ 33.(% $54,15¢ 34.€%
R&D 11,12¢ 9.¢ 15,19¢ 10.€ 14,43( 9.2
Total $46,657 41.4% $61,05¢ 43.€% $68,58¢ 43.8%

Selling, general, and administrative costs
2009 compared to 2008

Selling, general and administrative expenses detlby $10.4 million or 22.5% to $35.5 million in@Dfrom
$45.9 million in 2008 after decreasing by $8.3 imillin 2008 compared to $54.2 million in 2007. Bej) general
and administrative expenses, as a percentage erfiueywere 31.5%, 33.0% and 34.6% in 2009, 200286a4d,
respectively.

The $10.4 million decrease in selling, general atahinistrative expenses in 2009 was primarily due t

+ $4.8 million reduction in salary, benefits and cantrlabor costs

$2.2 million decline in audit, tax and other accongtfees;

$0.9 million in reduced occupancy costs;

$0.6 million of lower trave-related expense

partially offset by $1.3 million of increased liifon costs

2008 compared to 2007

Selling, general and administrative expenses detlby $8.3 million or 15.3% to $45.9 million in Z&om
$54.2 million in 2007. As a percentage of reverseling, general and administrative expenses wgi@23 and
34.6% of consolidated revenue in 2008 and 200 pectely.

The $8.3 million decrease in selling, general aththiaistrative expenses in 2008 was primarily due to

+ $3.5 million of lower contract labor and consultaosts;
» $2.3 million decline in incentive and stc-based compensation cos
* $1.2 million reduction in accounting fee
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* $1.0 million of lower sales bonuses and commissi
* $0.7 million of reduced occupancy cos

 $0.5 million decrease in printing and supply coats]
* $0.4 million reduction in trav-related expense

Partially offsetting the decline were:

» $0.7 million increase in bad debt expense, inclgdive provision related to a large Japanese custthrae
filed for court protection in February 20(

+ $0.6 million of expenses associated with the fitsier Audit Committee investigation of anonymolasrs
of wrongdoing by certain members of managementchvbiaims were found to be basele

Research and development expenses

Research and development expenses decreased By @6%1.1.1 million in 2009 and increased by 5.3% to
$15.2 million in 2008 from $14.4 million in 2007h& decrease in 2009 was principally due to a $2ltbm
decrease in outside consulting services in 200%f@deduction in costs for 2009 following commealiziation of
certain new products in 2008 including, among atheur ProJet 3-D printers, iPrag™ SLA ® systems, sPri* SLS
®systems, the V-FlashDesktop Printer and other new product developmetinifies, including the new products
that we introduced in 2009.

Income (loss) from operations

In 2009, we achieved operating income of $3.1 omillicompared to operating losses of $5.5 millio2GA8
and $5.2 million in 2007, including the effect bet2009 reclassification of foreign exchange ghiss) discussed
above, as our lower revenue and gross profit wenethan offset by our lower level of total opangtexpenses in
2009. Sedsross profit and gross profit margiabove.

The following table sets forth operating incomesglpfrom operations by geographic area for 20008 2hd
2007:

Table 8

2009 2008 2007
(Dollars in thousands)

Income (loss) from operation

United State: $(2,47¢) $(10,947) $(9,820)
Germany 234 1,35( 507
Other Europ 1,31¢€ 2,79: 1,192
Asia-Pacific 3,48¢ 96E 1,81¢
Subtotal 2,55¢ (5,839 (6,30%)
Inter-segment eliminatio 51E 34¢ 1,12¢
Total $3,07C  $ (5490 $(5,177)

On a geographic basis:

» Our U.S. operations generated an operating l0$& &fmillion in 2009, compared to $10.9 million2008.
We reported $9.8 million of operating losses inth8. in 2007

+ Our income from operations in Europe decreased 1 &illion in 2009 from $4.1 million in 2008. We
reported $1.7 million of operating income in our@ean operations in 20C
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» Operating income from our Asia-Pacific operatioresv3.5 million in 2009 compared to $1.0 million in
2008. We reported $1.8 million of operating incomeur Asie-Pacific operations in 200

With respect to the U.S., in 2009, 2008 and 200& changes in operating loss by geographic artscted the
same factors relating to our consolidated operdtiag that are discussed above. As most of oulatipas outside
of the U.S. are conducted through sales and martkstibsidiaries, the changes in operating inconogiin
operations outside of the U.S. in each of 20098201 2007 resulted primarily from changes in satdsme,
transfer pricing and foreign currency translation.

Interest and other expenses, net

Interest and other expenses, net, which consistgrily of interest income and interest expense,arted to
$1.2 million of net expense for 2009, $0.4 milliohnet expense for 2008 and $1.1 million of netexge for 2007.
The 2009 increase resulted from lower interestrime@n investments in 2009 as we shifted our sleont-t
investments into Treasury funds in September 2p88ially offset by reduced interest expense relavethe
redemption of the remaining outstanding industeakenue bonds. The 2008 decrease resulted fronegtti@come
generated by higher average cash balances in 2@D®waer interest expense due to the absence ié @Bank
borrowings and other outstanding debt that we diggdd in 2007, partially offset by lower interestiels on
investments that prevailed in 2008.

In December 2008, we completed the sale of our @&danction facility for $5.5 million, which include
$3.5 million of cash (before closing costs) an®&@3%nillion non-interest bearing note receivabléhve five-year
maturity. The carrying value of the facility was.$3nillion, and after deducting certain closingtspsve realized a
initial gain on the sale of $1.6 million.

We discounted this note receivable by approximaélp million to reflect imputed interest, and effshis
amount against the initial gain, reducing the re@hgo $0.6 million. In accordance with ASC Sectg60.20, “Real
Estate Sales,” we have recognized no gain on feeofaur Grand Junction facility as of Decembey 2009. The
carrying value of the long-term receivable, nethaf discount and deferred gain, is recorded in éD#ssets, netin
the balance sheet at December 31, 2009 and 2088V&e 10 to the Consolidated Financial Statements.

We do not expect to incur additional borrowingsingi2010, and consequently expect that interesodmer
expense (income), net will not be a material fagtayur operating results during 2010.

Provisions for income taxes

We recorded $0.8 million, $0.3 million and $0.5 linit of provisions for income taxes in 2009, 2008 2007,
respectively. In each year, these provisions piiignegflect tax expense associated with income daredoreign
jurisdictions.

Our $0.8 million provision for income taxes in 20@8reased from 2008 principally due to the absem&909
of the $1.2 million benefit in 2008 arising fronetkettlement of a foreign tax audit for the ye&@8®through 2005.
The impact of the absence of this benefit is offseq $0.6 million decrease in tax expense dukeaéduction in
foreign income.

Our $0.3 million provision for income taxes in 20@8luded a $1.2 million benefit arising from tregttement
of a foreign tax audit for the years 2000 througB%, as amounts owing under the settlement wesehes the
amounts we previously estimated. The settlemeotvalll us to recognize tax loss carry-forwards, teguin a
$0.9 million increase in our foreign deferred taset. The benefit of the favorable tax settlemerdunted to $0.05
per share. See Note 21 to the Consolidated Fing®tzitements.

A substantial portion of our deferred income taseds results from available net operating lossyefmvards
in the jurisdictions in which we operate. Certafriteese net operating loss carry-forwards for $tSte income tax
purposes began to expire in 2006, and certaineshtWill begin to expire in later years for foreignd U.S. federal
income tax purposes. See Note 21 to the Consalidatencial Statements. Our
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level of U.S. losses for the years ended Decembe2@09, 2008 and 2007 may be viewed as evidemtavin will
not be able to utilize all these net operating loasy-forwards before they expire.
Net income (loss); net income (loss) available @ Systems common stockholders

In 2009 we generated net income of $1.1 milliormpared to net losses of $6.2 million in 2008 and
$6.7 million in 2007.

The principal reasons for our higher net incom20dA9, which are discussed in more detail aboveg wer

» The $14.4 million reduction in operating expengestially offset by
» The $5.9 million decrease in gross prc

» The $0.8 million increase in interest and otheremge, net; an

* The $0.5 million increase in the provision for inoe taxes

The principal reasons for our lower net loss in&00hich are discussed in more detail above, were:

e The $0.2 million reduction in our income tax progiss; anc
» The $0.7 million reduction of interest and othepexse, net

Net income (loss) available to common stockholaes $1.1 million for 2009, ($6.2) million for 20@&d
($6.7) million for 2007. On a per share basis, lmasic net income per share available to the constamkholders
was $0.05 in 2009, and our fully diluted net incopee share available to common stockholders wads$This is
an improvement over our net loss per share avaitabihe common stockholders, on both a basic ahddiluted
basis, of $0.28 per share in 2008 and $0.33 pe&e $h2007.

The dilutive effects of outstanding securities wexeluded from the calculation of diluted income gleare in
2008 and 2007 as they would have been anti-diluthet is, they would have increased net incomespare or
reduced net loss per share. See Note 18 to theoaeted Financial Statements.

Liquidity and Capital Resources

During 2010, we intend to continue to rely upon oarestricted cash and cash flow from operatiomaéeet ou
liquidity needs. While we believe that the actitaisen in 2008 and 2009 to reduce our operatingscsprove our
gross profit margin and manage working capital #hoontinue to benefit us in 2010, there can bassurance in
these uncertain economic times that those actigdhbeavsufficient. Following the redemption of oremaining
outstanding industrial development bonds in Jangafg, we had no outstanding debt for borrowed moaed oul
principal contractual commitments consisted ofdapital leases on our Rock Hill facility, which atiscussed in
greater detail below.

Working capital

Our net working capital increased by $1.4 millior$536.7 million at December 31, 2009 from $35.3ionil at
December 31, 2008. Table 9 provides a summaryeofigh changes in working capital items from Decemlie
2008 to December 31, 2009.
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Table 9
Increase
(Decrease
(Dollars in
thousands
Working capital at December 31, 20 $ 35,27¢
Changes in current asse
Cash and cash equivalel 2,74¢
Accounts receivable, net of allowanc (1,517
Inventories, net of reservi (2,640
Prepaid expenses and other current a: 814
Deferred income tax asse (301)
Restricted cas (3,25Y
Total current asse (4,150
Changes in current liabilitie
Current portion of lon-term debt (3,08%)
Current portion of capitalized lease obligat 18
Accounts payabl (4,139
Accrued liabilities 3,057
Customer deposi (509
Deferred revenu (931
Total current liabilities (5,589
Net change in working capit 1,43¢
Working capital at December 31, 20 $ 36,71¢

Our unrestricted cash and cash equivalents inaldas&2.7 million to $24.9 million at December 2009
from $22.2 million at December 31, 2008. This i resulted from the net of $7.7 million of casbvjaled by
operating activities, $5.2 million of cash usednwesting activities and $0.3 million of cash pmil by financing
activities.

Accounts receivable, net decreased by $1.5 mitdo$23.8 million at December 31, 2009 from $25.8iom at
December 31, 2008. This decline was primarily ladttable to lower sales and a decrease in days@atissnding t
60 days at December 31, 2009 from 66 days at Deee81 2008. Accounts receivable more than 90 dagsdue
was 5.9% of gross receivables at December 31, 886®ecember 31, 2008.

Bad debt expense was $0.9 million for 2009 comp#yekD.8 million in 2008. This amount includes ayision
for the large Japanese customer who filed for r@umation in February 2009. All amounts due froms ttustomer,
who emerged from reorganization in late 2009, Hzeen fully reserved as of December 31, 2009. Tleeadvbad
debt expense was positively affected by our focusrproving collections. Bad debt expense totaleéd $nillion in
2007. Our allowance for doubtful accounts declitee1.8 million at December 31, 2009 from $2.0 imillat
December 31, 2008. This decline resulted primdrdyn the write-down of uncollectible receivablesianreduction
in receivables over 90 days past due.
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Components of inventories were as follows:

Table 10
2009 2008

(Dollars in thousands)
Raw material $ 229 $ 1,63¢
Inventory held by assemble — 34
Work in proces: 258 14¢€
Finished goods and parts invent 18,52« 22,35¢
Total cosi 21,07: 24,174
Less: reserve (2,699 (3,156
Inventories, ne $18,37¢  $21,01¢

Inventories decreased by $2.6 million to $18.4iomillat December 31, 2009 from $21.0 million at
December 31, 2008. This decrease resulted prinfaoity a $3.8 million reduction in finished goodsé@mtory as a
result of our inventory reduction initiatives, paly offset by an increase in inventory as we nwpeoduction of
our ProJet“ line of 3-D printers in-house.

As shown in Table 10 above, with the outsourcinguistantially all our large-frame and mid-frameipment
assembly and refurbishment activities, the majarftgur inventory now consists of finished goodsliding
primarily systems, materials and service partguaghird-party assemblers have taken over supipiyrc
responsibility for the assembly and refurbishmdname-frame and midrame systems. As a result, we generall
longer hold in inventory most parts for large-fraame mid-frame systems production or refurbishment.

In calculating inventory reserves, which decline&2.7 million at December 31, 2009 from $3.2 roilliat
December 31, 2008, we make an assessment of sprasdhmt we hold in inventory and that we expeaige over
the expected life cycles of the related systems)wdntory related to the blending of our engindaraterials and
composites and of our ability to sell items that secorded in finished goods inventory.

The components of prepaid expenses and other ¢@seats were:

Table 11

2009 2008

(Dollars in

thousands)
Value added tax‘VAT”) and sales tax refunt $ 46€ $ 32t
Non-trade receivable 111 35
Other 1,83¢ 1,241
Total $2,41¢F $1,601

Our prepaid expenses and other current assetageddy $0.8 million to $2.4 million at December 2009
from $1.6 million at December 31, 2008. The noml¢raeceivables shown in Table 11, the inventord bgl
assemblers shown in Table 10 and a related actialslity in an amount that corresponds to the bwalue of
inventory held by assemblers included in accrugillties on our Consolidated Balance Sheet retathe
accounting for our outsourcing arrangements putsieaASC 470.40, “Product Financing Arrangements.”

Accounts payable declined by $4.1 million to $13llion at December 31, 2009 from $17.1 million at
December 31, 2008. The decline was primarily duewer payables that corresponded to lower costf#s in
2009 compared to 2008 and the impact of our coimincost reduction initiatives.

Customer deposits decreased by $0.5 million frork $dillion at December 31, 2008 to $0.6 million at
December 31, 2009 as a result of lower sales aésysand other products in 2009. Deferred revergesdsed by
$0.9 million to $8.5 million at December 31, 2008 $9.4 million at December 31, 2008 primarily do& net
decrease in maintenance contracts, installatiamitrg and warranty revenue in 2009.
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Accrued liabilities increased by $3.0 million tol$1 million at December 31, 2009 from $8.1 millian
December 31, 2008; this increase is primarily dukigher accruals for employee bonuses and taxes.

The changes in 2009 that comprise the other conmisé working capital not discussed above aroghen
ordinary course of business.

Differences between the amounts of working cajtiéah changes in the cash flow statement and thaiatea®f
balance sheet changes for those items are printaglyesult of foreign currency translation adjustits.

Cash flow

Table 12 summarizes the cash provided by or usegenating activities, investing activities anddfirting
activities, as well as the effect of changes ieifgm currency exchange rates on cash, for the weatsd
December 31, 2009, 2008 and 2007.

Table 12
2009 2008 2007
(Dollars in thousands)

Cash provided by (used in) operating activi $7,73¢  $(3,479) $ 2,62¢
Cash used in investing activiti (5,249 (2,659 (2,205
Cash provided by (used in) financing activit 273 (1,439 14,66¢
Effect of exchange rate changes on ¢ (15) 42 26¢
Net increase (decrease) in cash and cash equis $2,74¢  $(7,52%) $15,35¢

We generated $2.7 million of net cash in 2009 amidHed the year with $24.9 million of unrestricteakh,
compared to $22.2 million of unrestricted cash et@&@nber 31, 2008. This included $7.7 million oftcgsenerated
from operating activities, consisting of our $1.1lion net income in 2009 and $8.5 million of neash charges th
were included in our net income, partially offsgt$#1.9 million of cash consumed by net changegerating
accounts. We also used $5.2 million of cash insting activities, and $0.3 million of cash was pded by
financing activities in 2009. S&&orking capital, Cash flowmndOutstanding debt and capitalized lease obligations.

Cash flow from operations

2009 compared to 2008

For the year ended December 31, 2009, we gene$@t@dnillion of net cash from operating activitid$is
change in cash primarily consisted of our $1.liarilhet income and $8.5 million of non-cash chatbas were
included in our net income, partially offset by $illion of cash consumed by net changes in opeyaccounts.

The principal changes in non-cash items that fehlgraffected operating cash flow included $5.9 iwiillof
depreciation and amortization expense, $1.2 miltibstock-based compensation expense and $0.9madf bad
debt expense.

Depreciation and amortization decreased to $5.Bomiin 2009 from $6.7 million in 2008, which deesad
from $7.0 million in 2007. The decrease in deprémiand amortization in 2009 was primarily duddwer levels
of capital expenditures. The decrease in depreciand amortization in 2008 was primarily due t® dfbsence of
amortization for acquired technology, which wadyfamortized during 2007.

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

* a $2.4 million decrease in inventory; &
* a $1.4 million decrease in accounts receive
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Changes in working capital that resulted in a dseash included the following:

* a $4.4 million decrease in accounts payable;
e a $1.1 million decrease in deferred rever

See “Working capital’ above for a discussion of the reasons for théseges in working capital items.

2008 compared to 2007

For the year ended December 31, 2008, we usedhdiBidn of net cash in operating activities. Thisange in
cash primarily consisted of our $6.2 million netdand $6.2 million of cash consumed by net chaimgegerating
accounts, which was partially offset by $8.9 milliof non-cash items included in our net loss.

The principal changes in non-cash items that feblgraffected operating cash flow included $6.7 iwiillof
depreciation and amortization expense, $1.4 milibstock-based compensation expense and $0.&madf bad
debt expense.

Changes in working capital that resulted in a sewfccash included the following:
+ a $3.6 million decrease in accounts receivable;

+ a $2.5 million decrease in prepaid expenses argt atirrent asset

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

+ a $2.5 million increase in inventories and inventocluded in fixed asset
+ a $2.8 million decrease in accounts paya

» a $3.2 million decrease in accrued liabilities; .

» a$2.0 million decrease in deferred rever

Cash flow from investing activities

Net cash used in investing activities in 2009 iased to $5.2 million from $2.7 million in 2008.2009 this
consisted of $4.1 million related to acquisitionsl 1.2 million of net purchases of property andigepent and
additions to license and patent costs. See NoteésB¢ 6 to the Consolidated Financial Statements.

Net cash used in investing activities in 2008 iasezl to $2.7 million from $2.2 million in 2007.2008 this
consisted of $6.1 million related to purchasesropprty and equipment and additions to licensepatent costs,
partially offset by $3.5 million of asset disposits, principally the sale of the Grand Junctiorilitsc See Notes 5
and 6 to the Consolidated Financial Statements.

Capital expenditures were $1.0 million in 2009 83%ullion in 2008 and $0.9 million in 2007. Capital
expenditures in 2009 primarily consisted of expamds for tooling and systems associated with ew product
development efforts and leasehold improvementsegmibment to support our 3Dpropaftsservice.

Cash flow from financing activities

Net cash provided by financing activities improved0.3 million in 2009 from a net use of $1.4 ioifl in
2008. Net cash provided by financing activities Ba4.7 million in 2007. This change in 2009 restipeimarily
from the release of restricted cash, partiallyetffsy debt repayments and lower stock option egeractivity.

The decrease in 2008 resulted primarily from theeabe of any significant financing activities ahd t
$2.1 million increase in restricted cash used ttataralize the redemption of the remaining outdiag industrial
development bonds following the sale of the Gramttlon facility. Net proceeds from stock optioremises and
equity compensation awards declined to $1.1 milifothe 2008 period from $2.9 million in 2007, parily
reflecting lower option exercise activity.
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Outstanding debt and capitalized lease obligatic

At December 31, 2009, total debt and capitalizeddeobligations decreased to $8.5 million from $Million
at December 31, 2008 due to the redemption of titetanding industrial development bonds discusséaiband
principal payments on capitalized lease obligati@s capitalized lease obligations were $8.5 orillat
December 31, 2009 and $8.7 million at DecembefB@8.

Our outstanding debt and capitalized lease obtigatat December 31, 2009 and December 31, 2008asere

follows:
Table 13
2009 2008
(Dollars in thousands
Debt:
Industrial development revenue bor $ — §$ 3,08t
Total $ — $ 308
Capitalized lease obligation
Current portion of capitalized lease obligat 213 19t
Capitalized lease obligation, less current por 8,25¢ 8,467
Total 8,461 8,662
Total current portiol 213 3,28(
Total lon¢-term portion 8,25¢ 8,467
Total debt and capitalized lease obligati $8,467 $11,74.

Industrial development bonds

Our Grand Junction, Colorado facility was finantgdndustrial development bonds in the original reggte
principal amount of $4.9 million. At December 3D0B the outstanding principal amount of these bavas
$3.1 million. Interest on the bonds accrued atréabée rate of interest and was payable monthlye ifterest rate at
December 31, 2008 was 1.28%.

Following the sale of our Grand Junction facilityDecember 2008, we fully collateralized the repeagtrof the
industrial development bonds, including interest ather amounts due through the redemption dath,ayortion
of the cash proceeds of the sale and $1.2 millfaesiricted cash previously held by the trustaeldnuary 2009,
the remaining outstanding bonds of $3.1 milliomisphccrued and unpaid interest, were redeemetingilihe
restricted cash. Following the redemption of traustrial development bonds, we have no debt fordwed money
outstanding.

Capitalized lease obligations

Our principal contractual commitments consist gfitadized lease obligations of $8.5 million and B&illion
at December 31, 2009 and 2008, respectively.

Our outstanding capitalized lease obligations eclattwo lease agreements that we entered intogl2006
with respect to our Rock Hill facility, one of whicovers the facility itself and the other of whibvers certain
furniture and fixtures that we acquired for uséhia facility. The carrying values of the headquartacility lease
and the furniture and fixture lease at Decembe2B809 and 2008, respectively, were $8.5 million 8 million.
See Note 12 to the Consolidated Financial Statesnent

Stockholders’ equity

Stockholders’ equity increased by $2.5 million ®%.7 million at December 31, 2009 from $102.2 immillat
December 31, 2008. This increase was primarilybaiible to the $1.1 million of net income in 2009,

40




Table of Contents

partially offset by the $0.1 million of other congtiensive income and a $1.5 million increase intamil
paid-in-capital consisting of:

+ $0.3 million of net proceeds from stock option exegs and other equity compensation awards during
2009; anc

+ $1.2 million of stock compensation expense recordestockholders’ equity during 2009. See Noted the
Consolidated Financial Statemer

Commitments

On February 8, 2006, we entered into a lease agneewith KDC-Carolina Investments 3, LP pursuant to
which KDC constructed and leased to us an appraeigmn80,000 square foot building in Rock Hill, Sbi@arolina.
Under the terms of this lease, KDC agreed to l&#asduilding to us for an initial 15-year term folling
completion. We took occupancy of the building inidmber 2006.

After its initial term, the lease provides us wiitke option to renew the lease for two additionad{fyear terms
as well as the right to cause KDC, subject to getterms and conditions, to expand the leased @esrduring the
term of the lease, in which case the term of thedevould be extended. The lease is a triple astland provides
for the payment of base rent of approximately $6illilon annually from 2010 through 2020, includirent
escalations in 2011 and 2016, and $0.5 millionG212 Under the terms of the lease, we are obligatgay all
taxes, insurance, utilities and other operatingscagth respect to the leased premises.

The lease also grants us the right to purchaskedised premises and undeveloped land surroundéinigaised
premises on terms and conditions described motepkarly in the lease.

In accordance with ASC 840, “Leases,” we are carsid an owner of the property. Therefore, as of
December 31, 2006, we recorded $8.5 million adimglin our consolidated balance sheet with a spoading
capitalized lease obligation in the liabilities e of the Consolidated Balance Sheet. See Note 1%
Consolidated Financial Statements.

We lease certain other facilities under non-cardelaperating leases expiring through 2013. Thedsare
generally on a net-rent basis, under which we pagg, maintenance and insurance. We expect |dese=xpire to
be renewed or replaced by leases on other propeRental expense for the years ended Decemb&089, 2008
and 2007 was $1.7 million, $1.8 million and $2.7liom, respectively.

Future contractual payments at December 31, 2099etrforth in Table 14 below.

Table 14
Year Ending December 31
2010 2011201z 20152014  Later Years Total
(Dollars in thousands)
Capitalized lease obligatiol $ 795 $ 1487 $ 140z $ 13,000 $16,68¢
Non-cancelable operating leas 1,25 1,121 18¢ — 2,56¢€
Total $2,05. $ 2606 $ 159C $ 13,000 $19,25(

Financial instruments

We conduct business in various countries using thaHunctional currencies of those countries atheér
currencies to effect cross border transactionsa £esult, we are subject to the risk that fluctuagiin foreign
exchange rates between the dates that those ttimmsaare entered into and their respective sediigrdates will
result in a foreign exchange gain or loss. Whegtjmable, we endeavor to match assets and liasliti the same
currency on our balance sheet and those of ouidiahies in order to reduce these risks. We aldterwwe conside
it to be appropriate, enter into foreign currenoptcacts to hedge exposures arising from thoseacions. We
have not adopted hedge accounting under ASC 81éyjvatives and Hedging,” and we
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recognize all gains and losses (realized or urmedliin interest and other expenses, net in ous@mlated
Statements of Operations.

The dollar equivalent of our foreign currency cants and their related fair values as of Decembeg2B09 an
December 31, 2008 were as follows:

Table 15
Foreign Currency

Purchase Contracts

2009 2008
(Dollars in thousands)
Notional amoun $1,58i $1,68(
Fair value 1,56 1,69¢
Net unrealized (loss) ga $ (29 $ 19

At December 31, 2009 and 2008, the notional amofititese contracts at their respective settlematasd
amounted to $1.6 million and $1.7 million, respeely. These contracts related to purchases of toverfrom third
parties. The notional amount of the purchase cotstr@ggregated CHF 1.6 million and CHF 1.8 millimspectivel
(equivalent to $1.6 million and $1.7 million, respeely, at settlement date).

The net fair value of all foreign exchange consadtDecember 31, 2009 and 2008 reflected nomimalalizec
losses at December 31, 2009 and nominal unreadjiaies at December 31, 2008. The foreign currencyraots
outstanding at December 31, 2009 expired at vatimes between January 6, 2010 and February 3,.2010

Changes in the fair value of derivatives are regedrid interest and other expenses, net in our dioiased
statements of operations. Depending on their fainerat the end of the reporting period, derivatiaee recorded
either in prepaid and other current assets ordruad liabilities in our Consolidated Balance Sheet

The total impact of foreign currency related itesnsour Consolidated Statements of Operations was a
$0.1 million loss for 2009, a $0.4 million gain 2008 and a nominal gain for 2007.

Critical Accounting Policies and Significant Estimades

The discussion and analysis of our results of dgeraand financial condition set forth in this FoL0-K is
based on our Consolidated Financial Statementghatdave been prepared in accordance with U.S. giner
accepted accounting principles. The preparatighese financial statements requires us to makiearéiccounting
estimates that directly impact our ConsolidatedaRaial Statements and related disclosures.

Critical accounting estimates are estimates thait mve criteria:

» The estimates require that we make assumptiond atatters that are highly uncertain at the time the
estimates are made; a

« There exist different estimates that could reaslyriad used in the current period, or changes iretlienates
used are reasonably likely to occur from periogadod, both of which would have a material impactour
results of operations or financial conditic

On an ongoing basis, we evaluate our estimatelsidimg those related to stock-based compensatiaenue
recognition, the allowance for doubtful accountsoime taxes, inventories, goodwill and other iniialegand long-
lived assets and contingencies. We base our esnaaid assumptions on historical experience anéioous other
assumptions that we believe are reasonable undeirtumstances, the results of which form thesfmimaking
judgments about the carrying values of assetsiahilities that are not readily apparent from otkeurces. Actuz
results may differ from these estimates under giffeassumptions or conditions.

42




Table of Contents

The following paragraphs discuss the items thabelgve are the critical accounting policies mdfaed by
significant management estimates and judgmentsaljiament has discussed and periodically reviewe ttritscal
accounting policies, the basis for their underly@mgumptions and estimates and the nature of latededisclosure
herein with the Audit Committee of the Board of &itors.

Revenue recognition

Revenue from the sale of systems and related pt®dnd materials is recognized upon shipment onwhe
services are performed, provided that persuasiidepue of a sales arrangement exists, both titlerigk of loss
have passed to the customer and collection is neb$passured. Persuasive evidence of a salegjarsmt exists
upon execution of a written sales agreement ogreesi purchase order that constitutes a fixed agalljebinding
commitment between us and the buyer. In instantesewsales are made to an authorized resellesathe criterio
cited above is applied to determine the recognitibrevenue. The reseller’s creditworthiness idwated prior to
such sale. The reseller takes ownership of théeksystems, products or materials and paymerttidapendent
upon the reseller’s sale to an end-user.

Sales of our systems generally include equipmesftavare license, a warranty on the equipmenbitrg and
installation. For arrangements with multiple detaigles, revenues are recognized based on an adlocdithe total
amount of the arrangement to the separate undsagfunting based on fair value of vendor-specfiiective
evidence (“VSOE”), as determined by the price chdripr the undelivered items when sold separat®ly.also
evaluate the impact of undelivered items on thetionality of delivered items for each sales tratisa and, where
appropriate, defer revenue on delivered items whatnfunctionality has been affected. Functionabtdetermined
to be met if the delivered products or servicesaggnt a separate earnings process.

Revenue from services is recognized at the tinpedbrmance. Training revenue is recognized afgening is
complete, and installation revenue is recognizéat #ifie installation is accepted. We provide energisvith
maintenance under a warranty agreement for upeaoyear and defer a portion of the revenue fronréteted
systems sale at the time of sale based on théveefair value of those services as determined BY¥, as
determined by the renewal rate of the maintenaoné&act. After the initial warranty period, we affthese
customers optional maintenance contracts. Defen@dtenance revenue is recognized ratably, oregghbtrline
basis, over the period of the contract.

We sell equipment with embedded software to ourotnsrs. The embedded software is not sold sepwgyittel
is not a significant focus of the marketing effand we do not provide post-contract customer sugpacific to the
software or incur significant costs that are witthie scope of ASC 985, “Software”. Additionallyetfunctionality
that the software provides is marketed as patt@bierall product. The software embedded in thipagent is
incidental to the equipment as a whole such that A85 is not applicable. Sales of these produetsearognized in
accordance with ASC 605.25, “Multiple-Element Agements.”

Shipping and handling costs billed to customersfiuipment sales are included in product reventieein
Consolidated Statement of Operations. Costs we i@t are associated with shipping and handliegragluded in
product cost of sales in the Consolidated Stateimfe@perations.

Credit is extended, and creditworthiness is detesohi based on an evaluation of each customer’sdiah
condition. New customers are generally requirecotmplete a credit application and provide refersrased bank
information to facilitate an analysis of creditwurtess. Customers with a favorable profile may ikeceredit terms
based on that profile that differ from our generaldit terms. Creditworthiness is considered, anathgr things, in
evaluating our relationship with customers withtghse balances.

Our terms of sale generally require payment wigtrto 60 days after shipment of a product althongtalso
recognize that longer payment periods are customasgme countries in which we transact businesse@iuce
credit risk in connection with systems sales, wg,dapending upon the circumstances, require sogmf deposits
prior to shipment and may retain a security inteirea system sold until fully paid. In some circstances, we may
require payment in full for our products prior fugment and may require international
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customers to furnish letters of credit. For sersjage either bill customers on a time-and-matehalsis or sell
customers service agreements that are recordesfeseat! revenue and provide for payment in advanceither an
annual or other periodic basis.

Allowance for doubtful accounts

Our estimate for the allowance for doubtful acceustated to trade receivables is based on twoadstirhe
amounts calculated from each of these methodsoandioed to determine the total amount reserved.

First, we evaluate specific accounts where we lir@eemation that the customer may have an inabitityneet
our financial obligations (for example, aging o@€rdays past due or bankruptcy). In these caseasweur
judgment, based on available facts and circumstarseel record a specific reserve for that custagainst
amounts due to reduce the receivable to the antbanis expected to be collected. These speci§ierxes are re-
evaluated and adjusted as additional informatiordeived that impacts the amount reserved.

Second, a reserve is established for all custobsssd on a range of percentages applied to agiegarées.
These percentages are based on historical colteatid write-off experience. If circumstances chafigeexample,
we experience higher-than-expected defaults omaxpected material adverse change in a major cest@bility
to meet its financial obligations to us), the estienof the recoverability of amounts due to us ddod reduced by a
material amount. Similarly, if we experience lovikan-expected defaults or improved customer fir@mmndition,
estimates of recoverability of amounts due coutdease.

We also provide an allowance account for returmsdiscounts. This allowance is evaluated on a fipeci
account basis. In addition, we provide a genessme for all customers that have not been spadifiddentified
based on historical experience.

Our allowance for doubtful accounts declined tdB$illion at December 31, 2009 from $2.0 million at
December 31, 2008. This change resulted primamdgnfthe write down of uncollectible receivables anetduction
in receivables over 90 days past due. We belieateathr allowance for doubtful accounts is a crit@ecounting
estimate because it is susceptible to change gmehdent upon events that may or may not occur anduse the
impact of recognizing additional allowances for dgul accounts may be material to the assets regam our
balance sheet and in our results of operations.

Income taxes

We and our domestic subsidiaries file a consoldiates. federal income tax return. Our
non-U.S. subsidiaries file income tax returns igithespective local jurisdictions. We provide fiocome taxes on
those portions of our foreign subsidiaries’ accuated earnings that we believe are not reinvestefimitely in
their businesses.

We account for income taxes under the asset abifitifamethod. Deferred income tax assets and litis are
recognized for the future tax consequences ataiatto differences between the financial staternamying
amounts of existing assets and liabilities andrtfesipective tax bases and tax benefit carry-fataaDeferred
income tax liabilities and assets at the end oheg@eriod are determined using enacted tax rates.

We record deferred income tax assets arising femporary differences between recorded net incorde an
taxable net income when and if we believe thatruarnings will be sufficient to realize the taenbfit. We
provide a valuation allowance for those jurisdioiavhere the expiration date of tax benefit caonyvards or the
projected taxable earnings indicate that realipaismot likely.

Under the provisions of ASC 740, “Income Taxesyatuation allowance is required to be established o
maintained when, based on currently available mfifon and other factors, it is more likely thar tiat all or a
portion of a deferred income tax asset will notdéeized. ASC 740 provides that an important fastatetermining
whether a deferred income tax asset will be redligevhether there has been sufficient income éemeyears and
whether sufficient income is expected in futurergea order to utilize the deferred income tax asBased upon ol
accumulated losses, we established and maintatuation allowance against our deferred incomeatsets.
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We believe that our estimate of deferred incomeatsets and our maintenance of a valuation allogvagains
such assets are critical accounting estimates bedaey are subject to, among other things, amatgiof future
taxable income in the U.S. and in other non-U.8juesdictions, which are susceptible to change dependent
upon events that may or may not occur, and bedaesenpact of our valuation allowance may be matead the
assets reported on our balance sheet and in altsre$ operations. We intend to continue to assesvaluation
allowance in accordance with the requirements o A80.

The determination of our income tax provision impiex because we have operations in numerous tax
jurisdictions outside the U.S. that are subjeaterain risks that ordinarily would not be expedtethe U.S. Ta
regimes in certain jurisdictions are subject towgigant changes, which may be applied on a retreadbasis. If this
were to occur, our tax expense could be materitiffgrent than the amounts reported.

We periodically estimate the probable tax obligagiasing historical experience in tax jurisdictiamsl our
informed judgment. There are inherent uncertaimééegted to the interpretation of tax regulatiomshie jurisdiction:
in which we transact business. The judgments atith@gs made at a point in time may change basdkeon
outcome of tax audits, as well as changes to,rtinéu interpretations of, regulations. Income tagense is adjusted
in the period in which these events occur, andetfaefustments are included in our consolidate@stants of
operations. If such changes take place, thereigkdhat our effective tax rate may increase arease in any
period.

Inventories

Inventories are stated at the lower of cost ore&lizable value, cost being determined predomiypamt the
first-in, first-out method. Reserves for inventsrigre provided based on historical experience anert product
demand. Our inventory reserve was $2.7 million et&nber 31, 2009 compared with $3.2 million at Dewer 31,
2008. We evaluate the adequacy of these reseragtegy. Our determination of the allowance forentory
reserves is subject to change because it is basethnagement’current estimates of required reserves and pal
adjustments.

We believe that the allowance for inventory obsmdege is a critical accounting estimate because it
susceptible to change and dependent upon evemntmidlyaor may not occur and because the impactoofigrézing
additional obsolescence reserves may be materibétassets reported on our balance sheet and nesults of
operations.

Goodwill and other intangible and long-lived assets

We evaluate long-lived assets other than goodwilifipairment whenever events or changes in cirtamegs
indicate that the carrying value of an asset mayeaecoverable. If the estimated future cash$l@uwndiscounted
and without interest charges) from the use of @etaare less than the carrying value, a write-dewuld be
recorded to reduce the related asset to its estdrfatr value.

The annual impairment testing required by ASC 3Bflangibles — Goodwill and Other,” requires ususe
our judgment and could require us to write downdheying value of our goodwill and other intangilslssets in
future periods. As required by ASC 350, we havecalted goodwill to identifiable geographic repagtimits, whict
are tested for impairment using a two-step prodessiled in that statement. See Notes 6 and 7et€tmnsolidated
Financial Statements. The first step requires camgahe fair value of each reporting unit with aarrying
amount, including goodwill. If that fair value exas the carrying amount, the second step of theepgois not
required to be performed, and no impairment chargequired to be recorded. If that fair value doesexceed that
carrying amount, we must perform the second stézhwequires an allocation of the fair value o teporting uni
to all assets and liabilities of that unit as & tleporting unit had been acquired in a purchasebess combination
and the fair value of the reporting unit was thechase price. The goodwill resulting from that ase price
allocation is then compared to the carrying amaovitit any excess recorded as an impairment charge.
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Goodwill set forth on the Consolidated Balance $hseof December 31, 2009 arose from acquisitiansex
out in 2009 and in years prior to 2007. Goodwiisizng from prior years acquisitions was allocaed¢ographic
reporting units based on the percentage of 8kstems then installed by geographic area. Goodwaing from
other acquisitions was allocated to geographicntegpunits based on geographic dispersion of tipimed
companies’ sales at the time of their acquisition.

Pursuant to the requirements of ASC 350, we areimed|to perform a valuation of each of our threegraphi
reporting units annually, or upon significant chasd@n our business environment. We conducted aunaln
impairment analysis in the fourth quarter of 2008.determine the fair value of each reporting wtutilized
discounted cash flows, using five years of projgeteleveraged free cash flows and terminal EBITR#nengs
multiples. The discount rates used for the analgdflected a weighted average cost of capital baseddustry and
capital structure adjusted for equity risk premiuangl size risk premiums based on market capitaizat he
discounted cash flow valuation uses projectionfsitafre cash flows and includes assumptions conegruiture
operating performance and economic conditions aayl differ from actual future cash flows. We alsmsidered
the current trading multiples of comparable pullithded companies and the historical pricing mids for
comparable merger and acquisition transactionshigmag occurred in the industry. Under each faiueal
measurement methodology considered, the fair v@l@ach reporting unit exceeded its carrying vaaeeordingly,
no goodwill impairment adjustments were recorde@onConsolidated Balance Sheet.

The control premium that a third party would beliwg to pay to obtain a controlling interest in 3ystems
Corporation was considered when determining fdiiezaln addition, factors such as the performarfammpetitors
were also considered. Management concluded thiat Whas a reasonable basis for the excess of tineatst fair
value of the geographic reporting units over itskaacapitalization.

The estimated fair value of the three geograptpomting units incorporated judgment and the usestimates
by management. Potential factors requiring assessimeude a further or sustained decline in oocktprice,
variance in results of operations from projecticarg] additional acquisition transactions in theustdy that reflect a
lower control premium. Any of these factors maysmus to re-evaluate goodwill during any quartesubhout the
year. If an impairment charge were to be takergéardwill it would be a nc-cash charge and would not impact our
cash position or cash flows, however such a cheogld have a material impact to equity and theestant of
operations.

There was no goodwill impairment for the years ehdecember 31, 2009, 2008 or 2007.

We performed an analysis of the fair value of ldingd assets in accordance with ASC 360, “Propé&tsnt
and Equipment.” No impairment loss was recordedHerperiods presented.

Determining the fair value of a reporting unitangible asset or a long-lived asset is judgmemaliavolves
the use of significant estimates and assumptiommhadgement bases its fair value estimates on assuns phat it
believes are reasonable but are uncertain andaubjehanges in market conditions.

Stock-based compensation

ASC 718, “Compensation — Stock Compensation,” negguihe recognition of the fair value of stock-lhse
compensation. Under the fair value recognition ions of ASC 718, stock-based compensation isnestid at the
grant date based on the fair value of the awargsa®d to vest and recognized as expense ratabhtloe requisite
service period of the award. See Note 14 to thesGladated Financial Statements.

Contingencies

We account for contingencies in accordance with AS@, “Contingencies.” ASC 450 requires that weordc
an estimated loss from a loss contingency whentimdtion available prior to issuance of our finahstatements
indicates that it is probable that an asset has lmpaired or a liability has been incurred atdla¢e of the financial
statements and the amount of the loss can be ralyaestimated. Accounting for contingencies suclegal
matters requires us to use our judgment.
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Recent Accounting Pronouncement

See Note 2 to our Consolidated Financial Stateniealisded in this report for recently issued acamm
standards, including the expected dates of adoptionexpected impact to our Consolidated Finar8tatiements
upon adoption.

ltem 7A. Quantitative and Qualitative Disclosures about MakRisk.

We are exposed to market risk from fluctuationmtaerest rates, foreign currency exchange ratas, an
commodity prices, which may adversely affect owuits of operations and financial condition. Weksteminimize
these risks through regular operating and finanattyities and, when we consider it to be appudprithrough the
use of derivative financial instruments. We do potchase, hold or sell derivative financial instants for trading
or speculative purposes.

Interest rates

Our exposure to market risk for changes in intenatsts relates primarily to our cash and cash invests. We
seek to minimize the risk to our cash and cashsiments by investing cash in excess of our opeyatgeds in
short-term, high-quality instruments issued by higireditworthy financial institutions, corporatigior
governments. With the amount of cash and cash alguis that we maintained at December 31, 2009pathetica
1% or 100 basis point change in interest rates dvbale a $0.2 million effect on our financial pasitand results «
operations.

From time to time, we may use derivative finanaiatruments, including interest rate swaps, coltairgptions
to manage our exposure to fluctuations in interasts. At December 31, 2009, we had no such fiehimstrument:
outstanding.

The fair value of fixed-rate financial instrumentries with changes in interest rates. Generdily fair value
of these fixed-rate instruments will increase asrist rates fall and decrease as interest ra@sTie carrying
amounts and estimated fair values of our finaringttuments at December 31, 2009 were as follows:

Table 16
2009
Carrying Fair
Amount Value

(Dollars in thousands)

Financial asset:
Grand Junction note receival $1,12¢ $1,13¢

The fair value of the Grand Junction note receiwatlDecember 31, 2009 was determined by evalutténg
nature and terms of the instrument and considgmiagailing economic and market conditions. Therggerate use
to discount the contractual payments associated tivt Grand Junction note receivable was 15.67%6. (Elte was
derived by taking the risk-free interest rate fioniar maturities and adding an estimated risk geemintended to
reflect the credit risk. See Note 10 to the Comlsttéd Financial Statements. Such estimates arectivigj and
involve uncertainties and matters of significamgment. Changes in assumptions could significaaftlyct our
estimates.

Foreign exchange rates

We transact business globally and are subjecsks associated with fluctuating foreign exchangesraVore
than 50% of our consolidated revenue is derivethfsales outside of the U.S. See “Business — Glopalrations”
above. This revenue is generated primarily fromagberations of our foreign sales subsidiaries @irttespective
countries and surrounding geographic areas anenisrdinated in each subsidiary’s local functionatency
although certain sales are denominated in otheexaies, including U.S. dollars or Euros, rathantthe local
functional currency. These subsidiaries incur nofsheir expenses (other than
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intercompany expenses) in their local functionatency. These currencies include the Euro, Briisslind, Swiss
Franc and Japanese Yen.

The geographic areas outside the U.S. in whichpegade are generally not considered to be highly
inflationary. Nonetheless, these foreign operatimessensitive to fluctuations in currency excharages arising
from, among other things, certain intercompanydsations that are generally denominated in U.Sadotather
than their respective functional currencies. Owraping results as well as our assets and liadsldire also subject
to the effect of foreign currency translation wtliee operating results, assets and liabilities offoreign
subsidiaries are translated into U.S. dollars in@onsolidated Financial Statements.

The total impact of foreign currency related itemnsour consolidated statements of operations was a
$0.1 million loss for 2009, a $0.4 million gain 008 and a nominal gain for 2007. The unrealifésteof foreign
currency translation was nominal in 2009, and i6&fesulted in a $1.0 million gain that was recdrate
stockholders’ equity as other comprehensive incaompared to a $1.6 million gain in 2007. At Decem®1,
2009, a hypothetical change of 10% in foreign currencghexge rates would cause a $6.4 million change in
revenue in our Consolidated Statement of Operatisaaming all other variables were held constant.

We and our subsidiaries conduct business in vagoustries using both the functional currenciethote
countries and other currencies to effect crossdrdrdnsactions. As a result, we and our subsaliaie subject to
the risk that fluctuations in foreign exchange sdietween the dates that those transactions aredrihto and their
respective settlement dates will result in a fanedgchange gain or loss. When practicable, we efdé¢a match
assets and liabilities in the same currency onlb8r balance sheet and those of our subsidiariesdier to reduce
these risks. We also, when we consider it to beagujate, enter into foreign currency contractbédge exposures
arising from those transactions. We apply ASC 8Dgyivatives and Hedging,” to report all derivatiwestruments
on the balance sheet at fair value. We have ngitaddhedge accounting, and all gains and lossabz@d or
unrealized) are recognized in interest and othperses, net in the Consolidated Statements of Gqesa

The dollar equivalent of our foreign currency cants and their related fair values as of Decembeg2B09 an
2008 were as follows:

Table 17
Foreign Currency
Purchase Contracts
2009 2008
(Dollars in thousands)
Notional amoun $1,58i $1,68(
Fair value 1,56: 1,69¢
Net unrealized (loss) ga $ (29 $ 19

At December 31, 2009 and 2008, the notional amofititese contracts at their respective settlematasd
amounted to $1.6 million and $1.7 million, respeely. These contracts related to purchases of toverfrom third
parties. The notional amount of the purchase cotstn@lated to purchases aggregated CHF 1.6 maiehCHF
1.8 million, respectively (equivalent to $1.6 nolli and $1.7 million, respectively, at settlemerteda

The net fair value of all foreign exchange consadtDecember 31, 2009 reflected nominal unrealizeskes at
December 31, 2009 and nominal unrealized gainsaedber 31, 2008. The foreign currency contradistauding
at December 31, 2009 expired at various times btwanuary 6, 2010 and February 3, 2010.

Changes in the fair value of derivatives are regedric interest and other expenses, net in our Cidased
Statements of Operations. Depending on their fainer at the end of the reporting period, derivatiaee recorded
either in prepaid and other current assets ordruad liabilities in our Consolidated Balance Sheet
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We are exposed to credit risk if the counterpatiesuch transactions are unable to perform thHaigations.
However, we seek to minimize such risk by enteririg transactions with counterparties that aredveld to be
creditworthy financial institutions.

As noted above, we may use derivative financiarimsents, including foreign exchange forward cortsand
foreign currency options, to fix or limit our expos to currency fluctuations. We do not enter ioivative
financial instruments for speculative or tradinggmses. The terms of such instruments are genevadlye months
or less. We do not hedge our foreign currency ex@ssin a manner that would entirely eliminatedffects of
changes in foreign exchange rates on our consetidatt income or loss.

Commodity prices

We use various commodity raw materials and energglyxts in conjunction with our manufacturing preges
Generally, we acquire such components at markeepand do not use financial instruments to hedgenodity
prices. As a result, we are exposed to market rislased to changes in commodity prices of thesepmments. At
December 31, 2009, a hypothetical 10% change imuaality prices for raw materials would cause apprately a
$0.5 million change to cost of sales in our Comkaikd Statement of Operations.

Item 8. Financial Statements and Supplementary Da

Our Consolidated Financial Statements set fortbveen pages F-1 through F-38 are incorporated héngi
reference.

Item 9. Changes in and Disagreements with Accountants orcégnting and Financial Disclosure

Not applicable.

Item 9A. Controls and Procedures.

Evaluation of Disclosure Controls and Procedures

Disclosure controls and procedures (as defineduiedl3a-15(e) and 15d-15(e) under the Securitiebdhge
Act) are controls and other procedures that argded to provide reasonable assurance that themafiion that we
are required to disclose in the reports that weedil submit under the Securities Exchange Actdended, processe
summarized and reported within the time periodsi§ipe in the SECS rules and forms, and that such informatic
accumulated and communicated to our managemehiding our Chief Executive Officer and Chief Fin@ic
Officer, as appropriate to allow timely decisiorgarding required disclosure.

In connection with the preparation of this 10-Kr emanagement, with the participation of our Chigé&utive
Officer and our Chief Financial Officer, carriedt@n evaluation of the effectiveness of the desigth operation of
our disclosure controls and procedures as of Deeeib 2009. Based on this evaluation, our Chiefdative
Officer and Chief Financial Officer concluded tloatr disclosure controls and procedures were effects of
December 31, 2009 to provide reasonable assurhateur Consolidated Financial Statements includebis
were prepared in accordance with generally accegatedunting principles (“GAAP”) and present fairiy,all
material respects, our financial position, resofteperations and cash flows for the periods preeskim conformity
with GAAP.

Management’s Report on Internal Control over Finandal Reporting

Our management is responsible for establishingnaaidtaining adequate internal control over finahcia
reporting, as such term is defined in Rules 134} Ex(d 15d-15(f) under the Securities Exchange Btérnal
control over financial reporting is a process desiyunder the supervision of our principal exeeutind principal
financial officers to provide reasonable assurargarding the reliability of financial reportingdthe preparation
of financial statements for external purposes toatance with GAAP.
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Our internal control over financial reporting isoported by written policies and procedures thatgieto the
maintenance of records that, in reasonable detiljrately and fairly reflect the transactions disgositions of our
assets, provide reasonable assurance that tramsaatie recorded as necessary to permit the ptepacd financial
statements in accordance with GAAP and that owipéx and expenditures are being made and recoirdgdn
accordance with authorizations of our managemethipaovide reasonable assurance regarding the pgremeanr
timely detection of unauthorized acquisition, uselisposition of our assets that could have a riateffect on our
financial statements.

In connection with the preparation of this 10-Ktwihe participation of our Chief Executive Officnd Chief
Financial Officer, we conducted an evaluation & é¢ffifectiveness of our internal control over finahoeporting as
of December 31, 2009 based on the criteria estedaisn Internal Control — Integrated Framework esby the
Committee of Sponsoring Organizations of the Tremgd@ommission (“COSQ”). Our assessment included an
evaluation of the design of our internal controépfinancial reporting and testing of the operadiceffectiveness of
our internal control over financial reporting. Bdsmn this evaluation, our management has concltiecdur
internal control over financial reporting was etfee as of December 31, 2009.

Because of its inherent limitations, a system tdrimal control over financial reporting can provizidy
reasonable assurance and may not prevent or aeiestatements. In addition, projections of any eaabn of
effectiveness to future periods are subject taigies that controls may become inadequate becdud®mages in
conditions and that the degree of compliance vhighpolicies or procedures may deteriorate.

BDO Seidman, LLP, the independent registered pwndoounting firm who audited our Consolidated Faiain
Statements included in this Form 10-K, has issuexpart on our internal control over financial repag, which is
included in Item 8 of this Form 10-K.

Changes in Internal Controls over Financial Reportng.

There were no changes in our internal control dvancial reporting (as defined in Rules 13a-15¢fj{
15d-15(f) under the Securities Exchange Act) dutirgquarter ended December 31, 2009 that mateatiticted,
or are reasonably likely to materially affect, aternal control over financial reporting.

Item 9A(T). Controls and Procedures

Not applicable.

Item 9B. Other Information.

None.
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PART IlI

Item 10. Directors, Executive Officers and Corporate Goventz.

The balance of the information required in respdonggis Item will be set forth in our Proxy Statemt for our
2010 Annual Meeting of Stockholders under the caysti‘Election of Directors,” “Corporate Governaridatters,”
“Section 16(a) Beneficial Ownership Reporting Coiaapte,” “Corporate Governance Matters — Code ofdLzh
and Code of Ethics,” “Corporate Governance Matter€orporate Governance and Nominating Committeaq’ a
“Corporate Governance Matters — Audit Committeaut$information is incorporated herein by reference

Item 11. Executive Compensatior

The information in response to this Item will bé feeth in our Proxy Statement for our 2010 Annifideting
of Stockholders under the captions “Director Congadion,” “Executive Compensation,” “Corporate Gaaance
Matters — Compensation Committee,” and “Executivenpensation — Compensation Committee Report.” Such
information is incorporated herein by reference.

Item 12. Security Ownership of Certain Beneficial Owners ahhnagement and Related Stockholder Matte

Except as set forth below, the information requiretesponse to this Item will be set forth in &uoxy
Statement for our 2010 Annual Meeting of Stockhddender the captiorSecurity Ownership of Certain Benefic
Owners and Management.” Such information is incaafesl herein by reference.

Equity Compensation Plans

The following table summarizes information abowt &guity securities authorized for issuance under o
compensation plans as of December 31, 2009. Feserigtion of these plans, please see Note 14eto th
Consolidated Financial Statements.

Number of Securities

Number of Securities Weighted Average Remaining
to be Issued Upon Exercise Price of Available for
Exercise of Outstanding Future Issuance
Outstanding Options, Options, Under Equity
Plan Category Warrants and Rights Warrants and Rights Compensation Plans

(Number of securities in thousands
Equity compensation plans approved by

stockholders 52C $ 10.5Z 1,45¢
Equity compensation plans not approved by

stockholders 344 7.22 —

Total 864 $ 9.2C 1,45¢

Item 13. Certain Relationships and Related Transactions abitector Independence

The information required in response to this Iteithlve set forth in our Proxy Statement for our @08nnual
Meeting of Stockholders under the caption “Corpe@bvernance Matters — Director Independence” and
“Corporate Governance Matters — Related Party Betitn Policies and Procedures.” Such informatgon i
incorporated herein by reference.

Item 14. Principal Accounting Fees and Service

The information in response to this Item will bé feeth in our Proxy Statement for our 2010 Annifideting
of Stockholders under the caption “Fees of Indepah&egistered Public Accounting Firm.” Such infatian is
incorporated herein by reference.
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Item 15.
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PART IV

Exhibits, Financial Statement Schedule

Exhibits

The following exhibits are included as part of thilig and incorporated herein by this referer
Certificate of Incorporation of Registrant. (Incorpted by reference to Exhibit 3.1 to Form 8-Bditn
August 16, 1993, and the amendment thereto, fieBarm -B/A on February 4, 1994

Amendment to Certificate of Incorporation filed blay 23, 1995. (Incorporated by reference to Exhibit
3.2 to Registrar's Registration Statement on Fori-2/A, filed on May 25, 1995.

Certificate of Designation of Rights, Preferenced Brivileges of Preferred Stock. (Incorporated by
reference to Exhibit 2 to Registr’s Registration Statement on For-A filed on January 8, 1996
Certificate of Designation of the Series B ConygetiPreferred Stock, filed with the Secretary @t&tof
Delaware on May 2, 2003. (Incorporated by referandexhibit 3.1 to Registrant’s Current Report on
Form &K, filed on May 7, 2003.

Certificate of Elimination of Series A Preferrea&k filed with the Secretary of State of Delawane o
March 4, 2004. (Incorporated by reference to Ext8t8 of Registrant’s Annual Report on Form 10-K fo
the year ended December 31, 2003, filed on Margt2084.)

Certificate of Elimination of Series B Preferrea&k filed with the Secretary of State of Delawane o
June 9, 2006. (Incorporated by reference to ExBillitof Registrant’s Current Report on Form 8-kedi
on June 9, 2006

Certificate of Amendment of Certificate of Incorption filed with Secretary of State of Delaware\day
19, 2004. (Incorporated by reference to Exhibitc#.the Registrant’s Quarterly Report on Form 180
the quarterly period ended June 30, 2004, filedhogust 5, 2004.

Certificate of Amendment of Certificate of Incorption filed with Secretary of State of DelawareNday
17, 2005. (Incorporated by reference to Exhibiti.the Registrant’s Quarterly Report on Form 160
the quarterly period ended June 30, 2005, filedhogust 1, 2005.

Certificate of Designations, Preferences and Righteries A Preferred Stock, filed with the Searngbf
State of Delaware on December 9, 2008. (Incorpdrayereference to Exhibit 3.1 of Registrant’s Cuatre
Report on Form-K, filed on December 9, 200¢

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

3D Systems Corporation 1996 Stock Incentive Plarcofporated by reference to Appendix A to
Registrar’s Definitive Proxy Statement filed on March 30, 20(

Form of Incentive Stock Option Contract for Exeea$i pursuant to the 1996 Stock Incentive Plan.
(Incorporated by reference to Exhibit 4.6 of Regist's Annual Report on Form 10-K for the year ehde
December 31, 2000, filed on March 16, 20(

Form of Non-Statutory Stock Option Contract for Extves pursuant to the 1996 Stock Incentive Plan.
(Incorporated by reference to Exhibit 4.7 of Regist's Annual Report on Form 10-K for the year ehde
December 31, 2000, filed on March 16, 20(

Form of Employee Incentive Stock Option Contraatspant to the 1996 Stock Incentive Plan.
(Incorporated by reference to Exhibit 4.8 of Regist's Annual Report on Form 10-K for the year ehde
December 31, 1999, filed on March 30, 20(

Form of Employee Non-Statutory Stock Option Cortragsuant to the 1996 Stock Incentive Plan.
(Incorporated by reference to Exhibit 4.9 of Regist's Annual Report on Form 10-K for the year ehde
December 31, 1999, filed on March 30, 20(

3D Systems Corporation 1996 Non-Employee DirectBtetk Option Plan. (Incorporated by reference to
Appendix B to Registra’s Definitive Proxy Statement filed on March 30, 20(

Form of Director Option Contract pursuant to th@@®on-Employee Director Stock Option Plan.
(Incorporated by reference to Exhibit 4.5 of Regist's Annual Report on Form 10-K for the year ehde
December 31, 1999, filed on March 30, 20(

3D Systems Corporation 2001 Stock Option Plan.ofiperated by reference to Exhibit 10.1 to
Registrar’s Registration Statement on Fori-8 filed on June 11, 2001
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(a)@3) Exhibits

4.9*  Amended and Restated 2004 Incentive Stock Plabd@ystems Corporation (Incorporated by reference
to Exhibit 4.1 to the Registrant’s Amendment Ndo Registration Statement on Forn8Sfiled May 20,
2009.)
4.10* Form of Restricted Stock Purchase Agreement forlByegs. (Incorporated by reference to Exhibit 4.2
to the Registra’s Registration Statement on Fori-8, filed on May 19, 2004
4.11* Form of Restricted Stock Purchase Agreement foice&f. (Incorporated by reference to Exhibit 4.3 to
the Registrar's Registration Statement on Fori-8, filed on May 19, 2004
4.12* Restricted Stock Plan for Non-Employee Director8DBfSystems Corporation. (Incorporated by
reference to Exhibit 4.4 to the Regist’'s Registration Statement on Fori-8, filed on May 19, 2004
4.13* Amendment No. 1 to Restricted Stock Plan for Nonpkayee Directors. (Incorporated by reference to
Exhibit 10.1 to the Registrant’s Quarterly Repartform 10-Q for the quarterly period ended June 30,
2005, filed on August 1, 200¢
4.14* Form of Restricted Stock Purchase Agreement for-Bimployee Directors. (Incorporated by referenc
Exhibit 4.5 to the Registre’s Registration Statement on Fori-8, filed on May 19, 2004
4.15 Rights Agreement dated as of December 9, 2008 leeittvee Registrant and Computershare Trust
Company, N.A., as Rights Agent. (Incorporated bignence to Exhibit 4.1 to the Registrant’s Current
Report on Form-K, filed on December 9, 200¢
1C.1* Form of Indemnification Agreement between Regidteand certain of its executive officers and dires:
(Incorporated by reference to Exhibit 10.18 to F&R filed on August 16, 1993, and the amendment
thereto, filed on Form-B/A on February 4, 1994
10.2  Patent License Agreement dated December 16, 1998d¥petween 3D Systems, Inc., NTT Data Ch
Inc. and NTT Data Corporation. (Incorporated byerehce to Exhibit 10.56 to Registrant’s Annual
Report on Form 1-K for the year ended December 31, 1998, filed omdd&1, 1999.
10.3 Lease Agreement dated February 8, 2006 betweeRebistrant and KDC-Carolina Investments 3, LP.
(Incorporated by reference to Exhibit 99.1 to Rigigt’s Current Report on Form 8-K, filed on Febiua
10, 2006.
104  First Amendment to Lease Agreement dated Auguadd6 between the Registrant and KDC-Carolina
Investments 3, LP. (Incorporated by reference toiliik10.1 of Registrant’s Current Report on Form 8
K, filed on August 14, 2006
105 Second Amendment to Lease Agreement effective @xtafber 6, 2006 to Lease Agreement dated
February 8, 2006 between 3D Systems Corporatiork@@-Carolina Investments 3, LP. (Incorporated
by reference to Exhibit 10.1 of Registr's Current Report on Forn-K, filed on October 10, 2006
10.6  Third Amendment to Lease Agreement effective adafember 18, 2006 to Lease Agreement dated
February 8, 2006 between 3D Systems Corporatiork@@-Carolina Investments 3, LP. (Incorporated
by reference to Exhibit 10.1 of Registr's Current Report on Forn-K, filed on December 20, 200¢
1C.7  Fourth Amendment to Lease Agreement effective aebfuary 26, 2007 to Lease Agreement dated
February 8, 2006 between 3D Systems CorporatiorK&@-Carolina Investments 3, LP. (Incorporated
by reference to Exhibit 10.1 of Registr's Current Report on Forn-K, filed on March 1, 2007.
10.8* Employment Letter Agreement, effective September2093, by and between Registrant and Abraham
N. Reichental. (Incorporated by reference to ExHiBil to Registra’s Current Report on Form 8-K,
filed on September 22, 200:
10.9* Agreement, dated December 17, 2003, by and betRegistrant and Abraham N. Reichental.
(Incorporated by reference to Exhibit 10.43 to Regnt’'s Amendment No. 1 to Registration Statement
on Form {1, filed on January 21, 200
1C.10* First Amendment to Employment Agreement, dated 2dly2007, by and between Registrant and
Abraham N. Reichental. (Incorporated by referencexhibit 10.1 to Registrant’s Quarterly Report on
Form 1(-Q for the quarterly period ended June 30, 200&dfdn August 6, 2007

53




Table of Contents

QIS

141
14.2
21.1
231
311
312
321

32.2

Exhibits

Code of Conduct, as amended effective as of NoveBe2006 (Incorporated by reference to Exhibit
99.1 of the Registra’s Current Report on Forn-K, filed on December 1, 200¢€

3D Systems Corporation Code of Ethics for SenioaRtial Executives and Directors. (Incorporated by
reference to Exhibit 14.2 of the Registrant’s Anlrieeport on Form 10-K for the year ended December
31, 2003, filed on March 15, 200«

Subsidiaries of Registrar

Consent of Independent Registered Public Accourking dated February 24, 201

Certification of Principal Executive Officer Pursudo Section 302 of the Sarbanes-Oxley Act of 2002
dated February 24, 201

Certification of Principal Financial Officer Pursitdo Section 302 of the Sarbanes-Oxley Act of 2002
dated February 24, 201

Certification of Principal Executive Officer pursuao Section 906 of the Sarbanes-Oxley Act of 2002
dated February 24, 201

Certification of Principal Financial Officer purguao Section 906 of the Sarbanes-Oxley Act of 2002
dated February 24, 201

* Management contract or compensatory plan or arraage
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&{the Securities Exchange Act of 1934, the Regyidthas
duly caused this report to be signed on our bdhathe undersigned, thereunto duly authorized.

3D SrsTEMS CORPORATION

By: /s/ ABRAHAM N. REICHENTAL

Abraham N. Reichental
President and Chief Executive Officer

Date: February 24, 2010

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bélpthe
following persons on behalf of registrant and ie tapacities and on the dates indicated.

Signature Title Date

/sl ABRAHAM N. REICHENTAL Chief Executive Officer, President and February 24, 201
Abraham N. Reichent: Director (Principal Executive Officer)

/s DamoN J. CREGOIRE Vice President and Chief Financial Offic  February 24, 201
Damon J. Gregoire (Principal Financial and Accounting

Officer)
/sl CHARLES W. HuLL Executive Vice President, Chief February 24, 201
Charles W. Hul Technology Officer and Director
/sl G. WALTER LOEWENBAUM, |l Chairman of the Board of Directors February 24, 201

G. Walter Loewenbaum,

/sl Miriam V. GoLD Director February 24, 201
Miriam V. Gold

/sl Jm D. KEVER Director February 24, 201
Jim D. Kever

/sl KeviN S. MOORE Director February 24, 201

Kevin S. Moore

/sl DaNIEL S. VAN RIPER Director February 24, 201
Daniel S. Van Ripe

/sl WiLLiaM E. CURRAN Director February 24, 201
William E. Curran

/sl KaREN E. WELKE Director February 24, 201
Karen E. Welke
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Report of Independent Registered Public Accountingrirm

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

We have audited 3D Systems Corporation and itsidiabies’ (the “Company”) internal control over &incial
reporting as of December 31, 2009, based on aitstiablished iinternal Control — Integrated Framewoissued
by the Committee of Sponsoring Organizations offtteadway Commission (the COSO criteria). 3D System
Corporation’s management is responsible for maiimgieffective internal control over financial reping and for
its assessment of the effectiveness of internarabaver financial reporting, included in the angmanying
“ltem 9A, Management’s Report on Internal ContreéoFinancial Reporting.” Our responsibility iségpress an
opinion on the Company’s internal control over finel reporting based on our audit.

We conducted our audit in accordance with the stadgdof the Public Company Accounting OversightriBoa
(United States). Those standards require that ame ghd perform the audit to obtain reasonable assarabout
whether effective internal control over financieporting was maintained in all material respects. &udit included
obtaining an understanding of internal control dugincial reporting, assessing the risk that aemaltweakness
exists, and testing and evaluating the design aedating effectiveness of internal control basedhenassessed
risk. Our audit also included performing such othkercedures as we considered necessary in thanstances. We
believe that our audit provides a reasonable Basisur opinion.

A company’s internal control over financial repogiis a process designed to provide reasonablesassu
regarding the reliability of financial reportingathe preparation of financial statements for exaepurposes in
accordance with generally accepted accounting ipfesez A company’s internal control over finanaiaporting
includes those policies and procedures that (Iajpeto the maintenance of records that, in reasiendetail,
accurately and fairly reflect the transactions disgositions of the assets of the company; (2) ideweasonable
assurance that transactions are recorded as ngctsparmit preparation of financial statementa@cordance wit
generally accepted accounting principles, andréwipts and expenditures of the company are beadg only in
accordance with authorizations of management anedtdirs of the company; and (3) provide reasonasderance
regarding prevention or timely detection of unauited acquisition, use, or disposition of the comps assets that
could have a material effect on the financial stegets.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or dete
misstatements. Also, projections of any evaluatibeffectiveness to future periods are subjecheorisk that
controls may become inadequate because of chamgesdlitions, or that the degree of compliance wWithpolicies
or procedures may deteriorate.

In our opinion, 3D Systems Corporation did maint&inall material respects, effective internal cohbver
financial reporting as of December 31, 2009, basethe COSO criteria.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Boar
(United States), the consolidated balance she&B @ystems Corporation and its subsidiaries da3eaember 31,
2009 and 2008, and the related consolidated statsmé&operations, stockholders’ equity, comprehenimcome
(loss) and cash flows for each of the three yaatke period ended December 31, 2009 and our rdptet
February 24, 2010 expressed an unqualified opitfiereon.

/s/ BDO SEIDMAN, LLP
BDO Seidman, LLP

Charlotte, North Carolina
February 24, 2010
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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 balsimeets of 3D Systems Corporation and its swarsdi
(the “Company”) as of December 31, 2009 and 20@Bthe related consolidated statements of operations
stockholders’ equity, comprehensive income (loss) @ash flows for each of the three years in thingeended
December 31, 2009. These financial statementsareesponsibility of the Company’s management. Our
responsibility is to express an opinion on thesarftial statements based on our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting Oversighargio
(United States). Those standards require that ame ghd perform the audit to obtain reasonable assarabout
whether the financial statements are free of materisstatement. An audit includes examining, ¢esa basis,
evidence supporting the amounts and disclosuréheifinancial statements, assessing the accouptingiples use:
and significant estimates made by management, bhasvevaluating the overall financial statememsentation. W
believe that our audits provide a reasonable fasisur opinion.

In our opinion, the consolidated financial statetaeaferred to above present fairly, in all matenéspects, the
financial position of 3D Systems Corporation arsdsibsidiaries as of December 31, 2009 and 2008hentsults
of its operations and its cash flows for each efttiree years in the period ended December 31, iROfhformity
with accounting principles generally accepted m lthmited States of America.

As discussed in Note 21 to the consolidated fir@ratatements, effective January 1, 2007 the Cognpan
adopted FASB Interpretation No. 48¢counting for Uncertainty in Income Taxes — aeiptetation of FASB
No. 109,which is now incorporated into the Accounting Stamat$ Codification in Section 740.

We have also audited, in accordance with the stasd# the Public Company Accounting Oversight Boar
(United States), the effectiveness of the Compaimg&rnal control over financial reporting as ofdeenber 31,
2009, based on criteria establishedniternal Control — Integrated Framewoiksued by the Committee of
Sponsoring Organizations of the Treadway Commis@toe COSO Criteria) and our report dated Febr24r2010
expressed an unqualified opinion thereon.

/s/ BDO SEIDMAN, LLP
BDO Seidman, LLP

Charlotte, North Carolina
February 24, 2010
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3D Systems Corporation

Consolidated Balance Sheets
As of December 31, 2009 and 2008

2009

2008

(In thousands,
except par value)

ASSETS

Current asset:
Cash and cash equivalel $ 2491 $ 22,164
Accounts receivable, net of allowance for doubéfttounts of $1,790 (2009) and $2,015

(2008) 23,75¢ 25,27¢
Inventories, net of reserves of $2,693 (2009) e3dS6 (2008 18,37¢ 21,01¢
Prepaid expenses and other current a: 2,41¢F 1,601
Deferred income tax asst 634 93t
Restricted cas 54 3,30¢

Total current asse 70,15: 74,30t
Property and equipment, r 24,78¢ 24,07:
Intangible assets, n 3,634 3,66:
Goodwill 48,73( 48,01(
Other assets, n 3,097 2,954
Total asset $150,40:  $153,00:

LIABILITIES AND EQUITY

Current liabilities:
Industrial development boni $ $ 3,08t
Current portion of capitalized lease obligat 213 19t
Accounts payabl 12,99« 17,13
Accrued liabilities 11,114 8,051
Customer deposit 627 1,13¢
Deferred revenu 8,48 9,41¢

Total current liabilities 33,43t 39,024
Long-term portion of capitalized lease obligati 8,254 8,467
Other liabilities 3,94 3,271
Total liabilities 45,63: 50,76¢
Commitments and contingenci —
3D Systems stockhold¢ equity:
Preferred Stock, authorized 5,000 shares, noned: — —
Common stock, $0.001 par value, authorized 60,080es; 22,774 (2009) and 22,424

(2008) issuet 23 22
Additional paic-in capital 177,68. 176,18(
Treasury stock, at cost: 74 shares (2009) and &®s§2008 (134) (120
Accumulated deficit in earning (77,49) (78,557
Accumulated other comprehensive inca 4,617 4,70¢

Total 3D Systems stockhold’ equity 104,69 102,23«
Noncontrolling interes 73 —

Total equity 104,77( 102,23«
Total liabilities and equit $150,40¢  $153,00:

See accompanying notes to consolidated financsistents.
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3D Systems Corporation

Consolidated Statements of Operations
Years Ended December 31, 2009, 2008 and 2007

2009 2008 2007
(In thousands, except per share amount
Revenue
Products $ 80,79¢ $103,61: $120,14°
Services 32,03% 35,32 36,36¢
Total revenue 112,83! 138,94( 156,51¢
Cost of sales
Products 43,30: 56,37t 65,68
Services 19,80 26,99' 27,42:
Total cost of sale 63,10¢ 83,37. 93,10¢
Gross profit 49,73( 55,56¢ 63,41:
Operating expense
Selling, general and administrati 35,52¢ 45,85¢ 54,15¢
Research and developmt 11,12¢ 15,19¢ 14,43(
Total operating expens: 46,657 61,05¢ 68,58¢
Income (loss) from operatiol 3,07z (5,490 (5,177
Interest and other expenses, 1,16( 37C 1,072
Income (loss) before income tax 1,91: (5,860 (6,249
Provision for income taxe 774 294 491
Net income (loss 1,13¢ (6,159 (6,740
Less: net income attributable to noncontrollingeiast 73
Net income (loss) available to 3D Systems commockstolders $ 1,066 $ (6,159 $ (6,740
Net income (loss) available to 3D Systems commoaoksiolders per sha—
basic and dilute: $ 005 $ (0.29) $ (0.39

See accompanying notes to consolidated financsistents.
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3D Systems Corporation

Consolidated Statements of Stockholders’ Equity
Years Ended December 31, 2009, 2008 and 2007

Equity Attributable to 3D Systems’ Stockholders

Common Stock Accumulated Total Equity
Par Additional Other 3D Systems Attributable to
Value Paid-in Treasury Stock Accumulated Comprehensive Stockholders Noncontrolling — Total
Shares $0.00! Capital  Shares Amount Deficit Income Equity Interest Equity

(In thousands, except par value
Balance at December 31,

2006 19,111 $ 19 $ 132,56¢ 28% (89% (6445H% 1,62¢ $ 69,66¢ $ — $ 69,66¢
Exercise of stock optior 26¢ 1 2,84: — — — — 2,84« — 2,84«
Conversion of subordinate

debenture: 1,50¢ 1 15,13! — — — — 15,13: — 15,130
Issuance (repurchase) of

restricted stock, ne 84 —(@) 70 22 (22) — — 48 — 48
Stock-based compensatio

expense — —(a) 2,66¢ — — — — 2,66¢ — 2,66¢
Private placemer 1,25C 1 20,36 — — — — 20,36¢ —  20,36¢

Cumulative effect of
adoption of accounting
for uncertainty of incom

taxes — — — — — (1,20¢) — (1,20¢) — (1,209
Net loss — — — — — (6,740 — (6,740 — (6,740
Foreign currency translati

adjustmen — — — — — — 1,60¢ 1,60¢ — 1,60¢
Gain on pension plan —

unrealizec — — — — — — 382 382 — 382
Balance at December 31

2007 22,22¢ 22 173,64! 50 (111) (72,407 3,61¢ 104,76¢ — 104,76¢
Exercise of stock optior 161 —(@) 1,08: — — — — 1,08: — 1,08:
Issuance (repurchase) of

restricted stock, ne 39 —(@) 15 9 9) — — 6 — 6
Stock compensation

expense — —(@) 1,431 — — — — 1,437 — 1,437
Net loss — — — — — (6,159 — (6,159 — (6,159
Foreign currency translatit

adjustmen — — — — — — 1,01z 1,01z — 1,01z
Gain on pension plan —

unrealizec — — — — — — 80 80 — 8C
Balance at December 31

2008 22,42¢ 22 176,18( 59 (120) (78,557 4,70¢ 102,23: — 102,23¢
Exercise of stock optior i3 —(a) 84 — — — — 84 — 84
Issuance (repurchase) of

restricted stock, n¢ 33t 1 22¢ 15 (19 — — 21F — 21t
Stock compensation

expense — —(a) 1,19C — — — — 1,19C — 1,19C
Net income — — — — — 1,06¢ — 1,06¢ 73 1,13¢
Foreign currency translati

adjustmen — — — — — — (35) (35) — (35)
Gain/(loss) on pension

plan— unrealizec — — — — — — (57) (57) — (57)
Balance at December 31

2009 22,77¢ $ 23 $ 177,68. 74$ (139)3$ (77.49)% 4617 $ 104,69 $ 73 $104,77(

(&) Amounts not shown due to roundir

Accumulated other comprehensive income of $4,6hsists of a cumulative unrealized gain on pensian pf
$138 and foreign currency translation of $4,479.

See accompanying notes to consolidated financ#tsients.
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3D Systems Corporation

Consolidated Statements of Comprehensive Income (E8)
Years ended December 31, 2009, 2008 and 2007

2009 2008 2007
(In thousands)
Net income (loss) attributable to 3D Syste $1,06€ $(6,154) $(6,740)
Net income attributable to noncontrolling inter 73 — —
Net income (loss 1,13¢ (6,159 (6,740
Other comprehensive income (los
Unrealized gain (loss) on pension obligat (57) 80 382
Foreign currency translation adjustme (35) 1,01z 1,60¢
Comprehensive income (loss), | $1,047 $(5,060) $(4,757)

See accompanying notes to consolidated financsistents.
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3D Systems Corporation

Consolidated Statements of Cash Flows
Years Ended December 31, 2009, 2008 and 2007

2009 2008 2007
(In thousands)
Cash flows from operating activitie
Net income (loss $1,13¢  $(6,159) $(6,740
Adjustments to reconcile net income (loss) to rmehcprovided by (used in)
operating activities
Provision for (benefit of) deferred income ta: 30¢ (243) (26¢)
Depreciation and amortizatic 5,88¢ 6,67¢ 6,97(
Provisions for bad deb 90¢ 84¢ 10¢
Stoclk-based compensatic 1,19C 1,43 2,66¢
Loss on disposition of property and equipm 194 167 6
Changes in operating accour
Accounts receivabl 1,43( 3,59z 5,067
Inventories 2,43¢ (2,46)) 6,05t
Prepaid expenses and other current a: (377) 2,48¢ 1,921
Accounts payabl (4,395 (2,8072) (7,14))
Accrued liabilities 617 (3,229 (683
Customer deposi (529 (383) (4,977)
Deferred revenu (1,106 (2,029 (160
Other operating assets and liabilit 25 (1,390 (202)
Net cash provided by (used in) operating activi 7,73¢ (3,479 2,62¢
Cash flows from investing activitie
Purchases of property and equipm (974 (5,81)) (94€)
Proceeds from disposition of property and equipra@nitother asse 52 3,45¢ 21
Acquisition of businesse (4,099 — —
Additions to license and patent co (223) (297) (689
Software development cos — — (597)
Net cash used in investing activit| (5,249 (2,659 (2,20%)
Cash flows from financing activitie
Bank borrowings — — (8,200
Proceeds from issuance of common st — — 20,367
Proceeds from exercise of stock options and réstristock 29¢ 1,09¢ 2,89(
Repayment of lor-term debt (195 (429 (38¢)
Repayment of shc-term borrowings (3,085 — —
Restricted cas 3,25¢ (2,109 —
Net cash provided by (used in) financing activi 273 (1,439  14,66¢
Effect of exchange rate changes on ¢ (15) 42 26¢
Net increase (decrease) in cash and cash equis 2,74¢ (7,525  15,35¢
Cash and cash equivalents at the beginning oféhieq 22,16« 29,68¢ 14,331
Cash and cash equivalents at the end of the p $24,91: $22,16¢  $29,68¢

See accompanying notes to consolidated financssients.
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3D Systems Corporation

Notes to Consolidated Financial Statements

Note 1 Basis of Presentatior

The consolidated financial statements include twants of 3D Systems Corporation and all majarityned
subsidiaries (the “Company”). All significant intempany accounts and transactions have been etedina
consolidation. The Company’s annual reporting pkrsothe calendar year.

The consolidated financial statements have bequaped in accordance with accounting principles ghye
accepted in the United States. Certain prior pesimdunts have been reclassified to conform to tineent year
presentation. These reclassifications include $@ll$48 of foreign exchange gain for the years énde
December 31, 2008 and 2007, respectively, thaphadously been included in product cost of salednterest and
other expense, net in the Company’s consolidatgdrsients of operations. This had the effect ofalsing the
Company’s previously reported gross profit andrieéeand other expense, net for 2008 and 2007 Y &4d $48,
respectively, and of increasing operating lossHose periods by the same amounts. It did not béffieg of the othe
line items on the Company'’s consolidated statemefndperations for 2008 or 2007.

The preparation of financial statements in accocdamith GAAP requires management to make estinzatds
assumptions that affect the amounts reported ifitkhacial statements. Actual results may diffemfrthese
estimates and assumptions.

All amounts presented in the accompanying footnategpresented in thousands, except for per share
information.

The Company has evaluated subsequent events feduatk of the condensed consolidated balance sheet
through February 24, 2010, the date of the filihghes Form 10-K. During this period, no materiatognizable
subsequent events were identified. See Note 2& flmscription of subsequent events that are noifisignt to the
Company’s financial statements.

Note 2 Significant Accounting Policies
Use of Estimates

The consolidated financial statements have bequaped in accordance with accounting principles ghye
accepted in the United States. The preparatiohasfe financial statements requires the Companyat@rastimates
and judgments that affect the reported amountsssdta, liabilities, revenue and expenses and dethselosure of
contingent assets and liabilities. On an ongoirgihaghe Company evaluates its estimates, inclydimgng others,
those related to the allowance for doubtful acceuntome taxes, inventories, goodwill, other igite assets,
contingencies and revenue recognition. The Compangs its estimates on historical experience andeous
other assumptions that are believed to be reasenida results of which form the basis for makindgments about
the carrying values of assets and liabilities Hratnot readily apparent from other sources. Aatesults may differ
from these estimates.

Revenue Recognition

Revenue from the sale of systems and related ptodnd materials is recognized upon shipment onwhe
services are performed, provided that persuasiidepue of a sales arrangement exists, both titlerigk of loss
have passed to the customer and collection is ned$passured. Persuasive evidence of a salegjaremt exists
upon execution of a written sales agreement oresigiurchase order that constitutes a fixed andlyegiading
commitment between the Company and the buyer.stamtes where sales are made to an authorizeteretiet
same criterion cited above is applied to deterrttieerecognition of revenue. The reseller’s credithioess is
evaluated prior to such sale. The reseller takeseoship of the related systems, products or mégeaiad payment
not dependent upon the reseller’'s sale to an esd us
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3D Systems Corporation

Notes to Consolidated Financial Statements — (Comtiied)

Sales of systems generally include equipment, tvaod license, a warranty on the equipment, trgiind
installation. For arrangements with multiple detalgles, revenues are recognized based on an aloadtthe total
amount of the arrangement to the separate unasafunting based on fair value of vendor-specifiective
evidence (“VSOE"), as determined by the price chdrfpr the undelivered items when sold separaldig.
Company also evaluates the impact of undelivemrdston the functionality of delivered items for leaales
transaction and, where appropriate, defers revenwelivered items when that functionality has bafected.
Functionality is determined to be met if the delaetproducts or services represent a separatengarpiocess.

Revenue from services is recognized at the tineedbrmance. Training revenue is recognized afeéning is
complete, and installation revenue is recognizésr dfie installation is accepted. The Company pleviend-users
with maintenance under a warranty agreement fdougme year and defers a portion of the revenue fte related
systems sale at the time of sale based on théveefair value of those services as determined BY¥, as
determined by the renewal rate of the maintenaoné&act. After the initial warranty period, the Cpamy offers
these customers optional maintenance contractgri2ef maintenance revenue is recognized ratablg, straight-
line basis, over the period of the contract.

The Company sells equipment with embedded softteaits customers. The embedded software is not sold
separately, it is not a significant focus of therketing effort and the Company does not provide-gostract
customer support specific to the software or irgignificant costs that are within the scope of fi#%SB Accounting
Standards Codification ASC 985, “Software”. Additadly, the functionality that the software providesnarketed
as part of the overall product. The software embddd the equipment is incidental to the equipnasna whole
such that ASC 985 is not applicable. Sales of tipesducts are recognized in accordance with ASCZH)5
“Multiple-Element Arrangements.”

Shipping and handling costs billed to customersfpripment sales and sales of materials are indlinde
product revenue in the consolidated statementpefations. Costs incurred by the Company associeitbd
shipping and handling are included in product céstales in the consolidated statements of operstio

Credit is extended, and creditworthiness is deteeahi based on an evaluation of each customer’sdiah
condition. New customers are generally requireciotmplete a credit application and provide refersrased bank
information to facilitate an analysis of creditwartess. Customers with a favorable profile may ikexeredit terms
that differ from the Company’s general credit ter@seditworthiness is considered, among other #)inyg
evaluating the Company’s relationship with custesmeith past due balances.

The Company’s terms of sale generally require paymiithin 30 to 60 days after shipment of a product
although the Company also recognizes that long@npat periods are customary in some countries wihere
transacts business. To reduce credit risk in cdiorewith systems sales, the Company may, depengiog the
circumstances, require significant deposits praostipment and may retain a security interestdpstéem sold until
fully paid. In some circumstances, the Company neayire payment in full for its products prior taigment and
may require international customers to furnistelstof credit. For services, the Company eithds bilstomers on a
time-and-materials basis or sells customers seagceements that are recorded as deferred revedygravide for
payment in advance on either an annual or othéoglierbasis.

Cash and Cash Equivalents

Investments with original maturities of three mandr less at the date of purchase are considefeel ¢cash
equivalents. The Company’s policy is to invest daséxcess of short-term operating and debt-semagairements
in such cash equivalents. These instruments ardsda cost, which approximates market value becafithe short
maturity of the instruments. The Company placesath with high quality financial
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3D Systems Corporation

Notes to Consolidated Financial Statements — (Comtiied)

institutions and believes its risk of loss is liedt however, at times, account balances may exoesdational and
U.S. federally insured limits.

In connection with the sale of the Grand Junctaxility in December 2008, the repayment of the stdal
development bonds was fully collateralized by imsiag the cash collateral from $1,200 to $3,16fgai portion ¢
the sale proceeds. Such restricted cash is repsefmatately on the consolidated balance sheetsaritber 31,
2008 as a current asset, and it was not availabliéné Company’s operations. On January 28, 200Tthmpany
redeemed the remaining $3,085 of outstanding bguids,accrued interest, in accordance with themseusing the
restricted cash. The remaining restricted cashrelaased to the Company on January 28, 2009. Seelddo the
consolidated financial statements.

Allowance for Doubtful Accounts

The Company’s estimate of the allowance for doulatfeounts related to trade receivables is basdad/on
methods. The amounts calculated from each of timetkods are combined to determine the total ammaserved.

First, the Company evaluates specific accountsifoch it has information that the customer may bahle to
meet its financial obligations (for example, banktay). In these cases, the Company uses its judginased on the
available facts and circumstances, and recordséifgpreserve for that customer against amounéstdueduce the
outstanding receivable balance to the amount shexxpected to be collected. These specific res@meeseevaluate
and adjusted as additional information is received impacts the amount reserved.

Second, a reserve is established for all custobeessd on percentages applied to aging categohieseT
percentages are based on historical collectionaitd-off experience. If circumstances change éwample, the
Company experiences higher-than-expected defauéia anexpected adverse change in a customerisciela
condition), estimates of the recoverability of amtsudue to the Company could be reduced. Simildrtie
Company experiences lower-than-expected defauitammoved customer financial condition, estimatethe
recoverability of amounts due the Company coulihbeeased.

The Company also provides an allowance accournefarns and discounts. This allowance is evaluated
specific account basis. In addition, the Comparoyioles a general reserve for returns from custothatshave not
been specifically identified based on historicgbexence.

Inventories

Inventories are stated at the lower of cost orealizable market value, cost being determinedguie
first-out method. Reserves for slow-moving and ddtsoinventories are provided based on historigpkaence and
current product demand. The Company evaluatesdibguacy of these reserves quarterly.

Property and Equipment

Property and equipment are carried at cost andediggbed on a straighiie basis over the estimated useful li
of the related assets, generally three to thirgrgeleasehold improvements are amortized on @lstrbne basis
over the shorter of (i) their estimated useful$iand (ii) the estimated or contractual lives &f ldases. Realized
gains and losses are recognized upon disposali@mment of the related assets and are reflectegsinlts of
operations. Charges for repairs and maintenancex@ensed as incurred.

Goodwill and Intangible Assets

The annual impairment testing required by ASC 8ac850, “Intangibles — Goodwill and Other” requites
Company to use judgment and could require the Cagnfawrite down the carrying value of its
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3D Systems Corporation

Notes to Consolidated Financial Statements — (Comtiied)

goodwill and other intangible assets in future esi The Company allocated goodwill to identifiap&ographic
reporting units, which are tested for impairmerihgs two-step process detailed in that staten8s#.Note 7 to the
consolidated financial statements. The first seguires comparing the fair value of each reportinig with the
carrying amount, including goodwill. If that fainlue exceeds the carrying amount, the second $thp process is
not required to be performed, and no impairmentgdhés required to be recorded. If that fair vadioes not exceed
that carrying amount, the Company must performstfmnd step, which requires an allocation of tirevue of

the reporting unit to all assets and liabilitiegtwdt unit as if the reporting unit had been acepiin a purchase
business combination and the fair value of the mappunit was the purchase price. The goodwilutsg from tha
purchase price allocation is then compared to #ngying amount with any excess recorded as an immgait charge

Goodwill set forth on the Consolidated Balance $hseof December 31, 2009 arose from acquisitiansex
out in 2009 and in years prior to December 31, 2@xodwill arising from prior year acquisitions waltocated to
geographic reporting units based on the percerib§&S® systems then installed by geographic area. Goodwill
arising from other acquisitions was allocated toggaphic reporting units based on geographic déspeof the
acquired companies’ sales at the time of their itipn.

The Company is required to perform a valuationaatheof its three geographic reporting units anyyalt upor
significant changes in the Compasyjusiness environment. The Company conductediiisa impairment analys
in the fourth quarter of 2009. To determine the ¥alue of each reporting unit the Company utilizikstounted ca:
flows, using five years of projected unleveragesfcash flows and terminal EBITDA earnings mulspl€he
discount rates used for the analysis reflectedighted average cost of capital based on industdycampital
structure adjusted for equity risk premiums ane sigk premiums based on market capitalization. diseounted
cash flow valuation uses projections of future démlvs and includes assumptions concerning futyperating
performance and economic conditions and may diften actual future cash flows. The Company alscsimered
the current trading multiples of comparable pultlithded companies and the historical pricing mids for
comparable merger and acquisition transactionshidsag occurred in the industry. The control premthat a third
party would be willing to pay to obtain a contrndjiinterest in the Company was considered whemmetang fair
value. Under each fair value measurement methogiaogsidered, the fair value of each reporting eriteeded its
carrying value; accordingly, no goodwill impairmejustments were recorded. In addition, factoch ss the
performance of competitors were also considered.Gbmpany concluded that there was a reasonalikefbashe
excess of the estimated fair value of the geogcaggporting units over its market capitalization.

The estimated fair value of the three geograplponting units incorporated judgment and the usestimates
by management. Potential factors requiring assessimelude a further or sustained decline in oocktprice,
variance in results of operations from projecticarg] additional acquisition transactions in theustdy that reflect a
lower control premium. Any of these factors maysmmanagement to re-evaluate goodwill during amytqu
throughout the year. If an impairment charge weree taken for goodwill it would be a non-cash geaaind would
not impact the Company’s cash position or cashdldwwever, such a charge could have a materiadétrtp
equity and the statement of operations.

There was no goodwill impairment for the years ehbecember 31, 2009, 2008 or 2007.

Determining the fair value of a reporting unit,angible asset or a long-lived asset is judgmemdliavolves
the use of significant estimates and assumptions.Jompany bases its fair value estimates on asgmsghat it
believes are reasonable but are uncertain andctubjehanges in market conditions.

Licenses, Patent Costs and Other Long-Lived Assets

Licenses, patent costs and other long-lived agseltsde costs incurred to perfect license or patigits under
applicable domestic and foreign laws and the ammaotrred to acquire existing licenses and patents.
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Notes to Consolidated Financial Statements — (Comtiied)

Licenses and patent costs are amortized on alsti#g basis over their estimated useful livesichtare
approximately seven to twenty years. Amortizatispense is included in cost of sales, research ameldpment
expenses and selling, general and administratipereses, depending upon the nature and use ofdhediegy.

The Company evaluates long-lived assets othergbadwill for impairment whenever events or chaniges
circumstances indicate that the carrying valuenchsset may not be recoverable. If the estimatedecash flows
(undiscounted and without interest charges) froenutbe of the asset are less than its carrying valugite-down
would be recorded to reduce the related asset esttmated fair value.

The Company performed an analysis of the fair vafueng-lived assets in accordance with ASC Sec860.
No impairment loss was recorded for the periodsemed

Capitalized Software Costs

Certain software development and production cost®wapitalized when the related product reached
technological feasibility. No costs were capitatize 2009 or 2008. Costs capitalized in 2007 wé&@9s
Amortization of software development costs begihemthe related products are available for uselated
systems. Amortization expense, included in costatds, amounted to $141, $1,017 and $199 for 2 and
2007, respectively, based on the straight-line oetising an estimated useful life of one year. ¢égitalized
software costs aggregated $0, $141 and $1,158critger 31, 2009, 2008 and 2007, respectively, eméhaluded
in intangible assets in the accompanying consaitiatlance sheets.

Contingencies

The Company follows the provisions of ASC Secti®f 4'‘Contingencies,” which requires that an estadat
loss from a loss contingency be accrued by a chtargecome if it is both probable that an assettiesen impaired
or that a liability has been incurred and thatdheunt of the loss can be reasonably estimated.

Foreign Currency Translation

The Company transacts business globally and iesuty) risks associated with fluctuating foreigeleange
rates. More than 50% of the Company’s consolideggdnue is derived from sales outside the U.S. i@vsnue is
generated primarily from the operations of a regeand production subsidiary in Switzerland andnfro
non-U.S. sales subsidiaries in their respectiventt@s and surrounding geographic areas. This revenprimarily
denominated in each subsidiary’s local functionatency although certain sales are denominatethier o
currencies, including U.S. dollars or the Euro. Séheubsidiaries incur most of their expenses (dttear
intercompany expenses) in their local functionatency. These currencies include Euros, Britishrideyu Swiss
Francs and Japanese Yen.

The geographic areas outside the U.S. in whiclCthapany operates are generally not considered haigihéy
inflationary. Nonetheless, these foreign operatanessensitive to fluctuations in currency excharages arising
from, among other things, certain intercompanydeaations that are generally denominated in U.Saxotather
than their respective functional currencies. ThenBany’s operating results, assets and liabilittessabject to the
effect of foreign currency translation when theewe, expenses and the assets and liabilitiee@dmpany’s
foreign subsidiaries are translated into U.S. dslia the Company’s consolidated financial stateisierhe assets
and liabilities of the Company’s foreign subsidésriare translated from their respective functicoalencies into
U.S. dollars based on the translation rate in efiethe end of the related reporting period. Teheenue and
expenses of the Company’s foreign subsidiariesranslated to U.S. dollars based on the averageecsion rate
for the related period. Gains and losses
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resulting from these conversions are recordedtinratomprehensive income (loss) in the consolidatdance
sheets.

Gains and losses resulting from foreign currenaggactions (transactions denominated in a curretieyr thar
the functional currency of the Company or a sulasidiare included in the consolidated statementgpefations,
except for inter-company receivables and payaldes/hich settlement is not planned or anticipatethe
foreseeable future, which are included as a comutarfeaccumulated other comprehensive income (liost)e
consolidated balance sheets.

Derivative Financial Instruments

The Company is exposed to market risk from chanmgegerest rates and foreign currency exchangssrand
commodity prices, which may adversely affect isutes of operations and financial condition. Then@any seeks
to minimize these risks through regular operating financing activities and, when the Company aersi it to be
appropriate, through the use of derivative finahnicistruments. The Company does not purchase, drade!|
derivative financial instruments for trading or splative purposes.

The Company applies ASC Section 815, “Derivatived Eedging,” to report all derivative instrumentstbe
balance sheet at fair value. The Company has raifigd for hedge accounting; therefore, all gaansl losses
(realized or unrealized) related to foreign cursederivative instruments and all gains and lossesliged or
unrealized) related to interest rate derivativérimaents are recognized in interest and other esgaret in the
consolidated statements of operations.

The Company and its subsidiaries conduct busimegarious countries using both their functionalreacies
and other currencies to effect cross border trdimsec As a result, they are subject to the risk fluctuations in
foreign exchange rates between the dates that thssactions are entered into and their respeséttiement dates
will result in a foreign exchange gain or loss. \Wipeacticable, the Company endeavors to matchsaaset
liabilities in the same currency on its U.S. bakasbeet and those of its subsidiaries in ordezdaae these risks.
The Company, when it considers it to be appropriatéers into foreign currency contracts to hedigeeixposures
arising from those transactions. At December 30924nd 2008, these contracts included contracthépurchase
of currencies other than the U.S. dollar. The pasehcontracts related primarily to the procureméiriventory
from a third party denominated in Swiss francs.

The dollar equivalent of the foreign currency cants and their related fair values as of Decemibe309 ant
2008 were as follows:

Foreign Currency
Purchase Contracts

2009 2008
Notional amoun $1,587  $1,68(
Fair value 1,56 1,69¢
Net unrealized (loss) ga $ (29 $ 18

The net fair value of all foreign exchange consadtDecember 31, 2009 and 2008 reflected a netlired
(loss) gain of $(24) and $19, respectively. Theseifn currency contracts outstanding at Decembge2@09
expired at various times between January 6, 20@iFabruary 3, 2010. See Note 20 to the consolidatadcial
statements.

The total impact of foreign currency related iteonsthe consolidated statements of operations wes kss of
$104 for 2009 and net gains of $401 and $48 foB20W 2007, respectively.
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The Company is exposed to credit risk if the corpaigties to such transactions are unable to pertbein
obligations. However, the Company seeks to minimsizeh risk by entering into transactions with ceuparties thi
are believed to be creditworthy financial institunts.

Research and Development Costs

Research and development costs are expensed adhcu

Earnings per Share

Basic net income (loss) per share is computed\agidg net income (loss) available to common stadétbrs
by the weighted average number of shares of constamk outstanding during the period. Diluted nebme (loss)
per share is computed by dividing net income (laas)adjusted for the assumed issuance of alidilghares, by
the weighted average number of shares of commaik statstanding plus the number of additional comrsiogares
that would have been outstanding if all dilutiversnon shares issuable upon exercise of outstantticl eptions
or conversion of convertible securities had besngd. Common shares related to stock options ated®d from
the computation when their effect is anti-dilutitteat is, when their inclusion would increase tleempany’s net
income per share or reduce its net loss per share.

Advertising Costs

Advertising costs are expensed as incurred. Adiingiexpenses were $523, $1,250 and $1,450 foreties
ended December 31, 2009, 2008 and 2007, respeactivel

Pension costs

The Company sponsors a retirement benefit for éits aon-U.S. subsidiaries in the form of a defirfeenefit
pension plan. Accounting standards require the afostoviding this pension benefit be measuredmactuarial
basis. Actuarial gains and losses resulting froth normal year-to-year changes in valuation assiomg@and
differences from actual experience are deferredammolrtized. The application of these accountingddeds
requires management to make assumptions and judgiien can significantly affect these measuremeritical
assumptions made by management in performing tietsarial valuations include the selection of tieeaunt rate
to determine the present value of the pension atitigs that affects the amount of pension expessarded in any
given period. Changes in the discount rate coule lzamaterial effect on the Company’s reported ijpans
obligations and related pension expense. See Note the consolidated financial statements.

Equity Compensation Plans

The Company maintains stock-based compensatiois giam are described more fully in Note 14. Under t
fair value recognition provisions of ASC Sectior871Compensation — Stock Compensation,” stock-based
compensation is estimated at the grant date bas#tedair value of the awards expected to vestrandgnized as
expense ratably over the requisite service periddenaward.

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 igithespective jurisdictions. The Company proviftesncome
taxes on those portions of its foreign subsidiaesumulated earnings that the Company believesaineinveste
permanently in their business.
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Income taxes are accounted for under the assdiadmility method. Deferred income tax assets aadilities
are recognized for the future tax consequencebw@tible to differences between the financial steget carrying
amounts of existing assets and liabilities andrtfesipective tax bases and tax benefit carry-fataaDeferred
income tax liabilities and assets at the end ohe@eriod are determined using enacted tax rates.

The Company provides a valuation allowance foréhassdictions in which the expiration date of taenefit
carry-forwards or projected taxable earnings leedsCompany to conclude that it is not likely thatill be able to
realize the tax benefit of those carry-forwards.

The Company applies ASC 740 (formerly FIN 48) ttedmine the impact of an uncertain tax positiortten
income tax returns. In accordance with ASC 74 ithipact must be recognized at the largest ambanig more
likely than not to be required to be recognizedrupodit by the relevant taxing authority. See Neft¢o the
consolidated financial statements.

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

Recent Accounting Pronouncements

In June 2009, the FASB issued SFAS No. 168, “Th&BAccounting Standard Codificatidv (“Codification”
or “ASC") and the Hierarchy of Generally Acceptedcunting Principles,” effective for interim andrasal
reporting periods ending after September 15, 208 statement replaces SFAS No. 162, “The Hiesaoth
Generally Accepted Accounting Principles” and elis@les the Codification (“ASC”) as the source oftauitative
U.S. accounting principles used in the preparatitimancial statements in conformity with GAAP.|Auidance
contained in the Codification carries an equal lef@uthority. The Codification does not replaceatfect guidance
issued by the SEC or its staff. The FASB will rsstie new standards in the form of Statements, FA&8
Positions or Emerging Issues Task Force Abstratssead, it will issue Accounting Standards Upd4tasus”).
The FASB will not consider ASUs as authoritativahieir own right; rather, ASUs will serve only tpdate the
Codification, provide background information abthg guidance and provide the bases for conclusiaritbe
change(s) in the Codification. This statement bexaffective in the third quarter of 2009, and referes made to
FASB guidance throughout this document have bedatep for the Codification.

The Company has adopted ASC 820 as it relatesandial assets and liabilities as of January 1820 as it
relates to nonfinancial assets and liabilitiesfataauary 1, 2009, and the impact of the adoptiaa mot significant.
See Notes 10 and 20 to the condensed consolidatettial statements.

In December 2007, the FASB issued SFAS No. 141deeh2007), “Business Combinations,” which is now
incorporated into ASC 805, “Business CombinatiodsSCT 805 provides revised guidance on how acquirers
recognize and measure the consideration transfadewtifiable assets acquired, liabilities assupmesh-controlling
interests, and goodwill acquired in a business doation. It also expands required disclosures sunding the
nature and financial effects of business combimatend is effective, on a prospective basis, &l years
beginning after December 15, 2008. The Companytaddpe standard as of January 1, 2009 and thecimopa
adoption was not significant. See Note 3 to thesobidated financial statements.

In December 2007, the FASB issued SFAS No. 160ntdatrolling Interests in Consolidated Financial
Statements — an Amendment of ARB No. 51.” This gaitk is now incorporated into ASC 810, “Consolifafi It
establishes accounting and reporting standardswoership interests in subsidiaries held by padtbsr than the
parent, the amount of consolidated net incomebatizble to the parent and the noncontrolling irggrehanges in a
parent’s ownership interest and the valuation tined noncontrolling equity investments when asglibry is
deconsolidated. ASC 810 also establishes disclasgrgrements that clearly
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identify and distinguish between the interestshefparent and the interests of the noncontrollingess. The
Company adopted the standard as of January 1,&0D¢he impact of adoption was not significant.

In March 2008, the FASB issued SFAS No. 161, “Qisares about Derivative Instruments and Hedging
Activities, an amendment of FASB Statement No. "1@®ich is now incorporated into ASC 815, “Derivats and
Hedging.” ASC 815 requires entities to provide el disclosure about how and why the entity usesative
instruments, how the instruments and related hedgets are accounted for under SFAS No. 133, “Aatiog for
Derivative Instruments and Hedging Activities,” amaw the instruments and related hedged itemstaffec
financial position, results of operations, and cielvs of the entity. The statement became effector the
Company starting in January 2009, and the impatitefdoption was not significant.

In April 2009, the FASB issued FSP FAS 107-1 andBA®-1, “Interim Disclosures about Fair Value of
Financial Instruments.” This guidance is now in@rgted into ASC 825, “Financial Instruments.” Thisdance
requires disclosures about fair values of finanicisiruments for interim reporting periods of pablitraded
companies as well as in annual financial stateméragso requires those disclosures in summarfirechcial
information at interim reporting periods. The guida became effective for interim and annual repgrtieriods
ending after June 15, 2009. The Company adopted 85Cor the period ended June 30, 2009, and tpadtof
the adoption was not significant; see Notes 102ihtb the consolidated financial statements.

In May 2009, the FASB issued SFAS No. 165, “Subset&vents,” which is now incorporated into ASC 855
“Subsequent Events.” ASC 855 establishes genemtiatds of accounting for and disclosure of evéiratsoccur
after the balance sheet date but before the fiahatatements are issued or are available to bedsdt requires the
disclosure of the date through which an entity dvzeduated subsequent events and the basis foddbatThe
guidance sets forth the period after the balaneetsttate during which management of a reportinigyestiould
evaluate events or transactions that may occysdtential recognition or disclosure in the finahsi@tements, the
circumstances under which an entity should recageiznts or transactions occurring after the balaheet date in
its financial statements and the disclosures thardity should make about events or transactioaisaccurred after
the balance sheet date. ASC 855 became effectithdaCompany for the period ended June 30, 2089sato be
applied prospectively. The impact of adoption wassignificant. See Note 25 to the consolidatedrfirial
statements.

In October 2009, the FASB issued ASU 2009-13, “IlgtDeliverable Revenue Arrangements — a consensus
of the FASB Emerging Issues Task Force,” to prodd®ndments to the criteria in Subtopic 609-2Aef t
Codification for separating consideration into ripié-deliverable revenue arrangements. ASU 2008st&blishes
selling price hierarchy for determining the selljprice of each specific deliverable, which inclugesdor-specific
objective evidence (“VSOE”) if available, third paevidence if VSOE is not available or estimateliirsg price if
neither VSOE nor third party evidence is availaBl8U 2009-13 also eliminates the residual methodlocating
revenue between the elements of an arrangememegunites that arrangement consideration be alldcatéhe
inception of the arrangement to all deliverableagighe relative selling price method, which alltesaany discount
in the arrangement proportionally to each delivierain the basis of each deliverable’s selling pridas update
expands the disclosure requirements regarding dovenmultiple-deliverable revenue arrangementsUAS
2009-13 is effective prospectively for revenue mgements entered into or materially modified icdlsyears
beginning on or after June 15, 2010, with earlyptidm permitted. The Company is currently evaluatime impact
of ASU 2009-13 on its consolidated financial statets.

In October 2009, the FASB issued ASU 2009-14, “@larRevenue Arrangements That Include Software
Elements — a consensus of the FASB Emerging IsBasis Force.” This Update removes tangible products
containing software components and nonsoftware copts that function together to deliver the talegiroduct’s
essential functionality from the scope of the safvrevenue guidance in Subtopic 985-605 of thefication.
Additionally, ASU 2009-14 provides guidance on heawendor should allocate arrangement
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consideration to deliverables in an arrangemerttitittudes both tangible products and software ithabt essential
to the product’s functionality. ASU 2009-14 reqgitbe same expanded disclosures that are includkith wSU
2009-13. ASU 2009-14 is effective prospectivelyfevenue arrangements entered into or materiallgified in
fiscal years beginning on or after June 15, 20%th early adoption permitted. A company is requite@dopt the
amendments in both ASU 2009-13 and ASU 2009-14érsame period using the same transition methag. Th
Company is currently evaluating the impact of ASM02-14 on its consolidated financial statements.

Note 3 Acquisitions

On October 1, 2009, the Company acquired the agbétsu-Cast Technologies in Lawrenceburg, Tenresse
service bureau that provides various prototypesesmiduse parts built using the Company’s SLgystems. Acu-
Cast Technologies also operates a plaster castinglfy and offers a broad variety of finishing opg on the parts
it produces. The Company acquired Acu-Cast Teclyiddfor its breadth of product and finishing oifffgs. Acu-
Cast Technologies has been integrated into the @oyp 3Dpropart3“ service.

On November 24, 2009, the Company acquired thesassddvaTech Manufacturing in Goodland, Indiaaa,
provider of rapid prototyping and manufacturingvéees to the aerospace and defense industrieedtes
prototypes and end-use parts built using the Copip&81LS® systems. The Company acquired AdvaTech
Manufacturing for its expertise providing partghe aerospace industry. AdvaTech Manufacturingoeas
integrated into the Company’s 3Dpropaditservice.

The fair value of the consideration paid for thege acquisitions totaled $4,098 and was allocatetthe assets
purchased and liabilities assumed based on thirinaed fair values as of the acquisition datesh e excess
recorded as goodwill, as shown in the table beldvwese amounts are included in the Company’s cafeteld
balance sheets at December 31, 2009.

2009
Fixed asset $ 4,32¢
Intangible asset 76C
Goodwill 40¢
Net liabilities assume (1,399
Net assets acquire $ 4,09¢

On February 16, 2010, the Company acquired thesaet®loeller Design in Seattle, Washington, a &¥ad
premium precision investment casting services antbtyping for aerospace and medical device apjdioa. Its
parts and prototypes are built using the Compa8iza ® systems. The Company acquired Moeller Design $or it
expertise in producing premium parts and to expghadyeographic footprint of its 3Dpropartsservice to the west
coast. The Company is in the process of integra#lngller Design into its 3Dproparid service. Due to the timing
of this acquisition, at the time of this filing t@mpany is in the process of allocating the falue of assets
purchased and other intangibles identified as efattquisition date, with any excess to be recoagegbodwill.
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Note 4 Inventories

Components of inventories, net at December 31, 20092008 are as follows:

2009 2008

Raw material $ 229 $ 1,63t
Inventory held by assemble — 34
Work in proces: 253 14¢€
Finished goods and pal 18,52« 22,35¢
Total cosl 21,07: 24,17
Less: reserve (2,699 (3,156

Inventories, ne $18,37¢  $21,01¢

The balances of parts in inventory at Decembef8@9 and 2008 were $10,890 and $11,473, respectivel

Note 5 Property and Equipment

Property and equipment at December 31, 2009 an8l 2@0summarized as follows:

2009 2008 Useful Life
(In years)
Land $ 152 % — N/A
Building 9,45¢ 8,56¢ 25
Machinery and equipme 23,41¢ 27,49: 3-7
Capitalized softwar— ERP 3,09¢ 3,09¢ 5
Office furniture and equipme 3,35¢ 3,40¢ 5
Leasehold improvemen 4,941 7,567 Life of Least
Rental equipmer 1,07¢ 1,11¢ 5
Construction in progres 1,24: 29¢ N/A
Total property and equipme 46,74 51,53¢
Less: Accumulated depreciation and amortiza (21,957 (27,467
Total property and equipment, net of accumulatgatetzation and
amortization $24,78¢ $24,07:

Depreciation and amortization expense for 2009820 2007 was $4,882, $4,872, and $4,296, resplcti
Leasehold improvements are amortized on a strédiighbasis over the shorter of (i) their estimatedful lives and
(i) the estimated or contractual life of the relhiease.

Capitalized leases related to buildings had a@o$8,496 at December 31, 2009 and 2008. Capithlzases
related to office furniture and equipment had & c6$542 at December 31, 2009 and 2008.

For each of the years ended December 31, 2009@0&] the Company recognized software amortization
expense of $537 for enterprise resource planniBRP”) system capitalization costs.

In December 2008, the Company sold of its Grandtiam Colorado facility for $5,500, consisting$8,500
of cash proceeds (before deducting closing cost)aab2,000 zero interest, five-year promissorg ffim the
buyer. Following the closing of the Grand Juncfiacility in 2006, approximately $3,454 of assetst, of
accumulated depreciation, were reclassified orCibvapany’s consolidated balance sheet from long-tesets to
current assets, where they had been recorded ets astd for sale.
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The Company discounted the note receivable by $1@tucing the net gain to $636. In accordanck A8C
Section 360.20, “Real Estate Sales,” the Compasynbarecognized this gain on the sale of its Gramtttion
facility as of December 31, 2009. The carrying eatfi the long-term receivable, net of the discamt deferred
gain is recorded in “Other assets, net.” Only alspmation of the gain will be recognized until tiearlier of (i) the
sale of the property securing the note by the huyrefii) repayment of the promissory note by thigdr.

Note 6 Intangible Assets
(a) Licenses and patent costs at December 31, 2002008 are summarized as follows:

Weighted Average

2009 2008 Useful Life
(In years)
Licenses, at co: $ 587t $ 587¢ 0.8
Patent cost 16,06¢ 16,07¢ 7.C
21,94 21,95
Less: Accumulated amortizatic (19,036) (18,43)
Net licenses and patent co $ 290¢ $ 3,527

During 2009, 2008 and 2007, the Company capital§22B, $297 and $683, respectively, for costs imalito
acquire, develop and extend patents in the Unitate$ and various other countries. Amortizatiosuath previousl
capitalized patent costs was $829 in 2009, $7&008, and $1,467 in 2007. The Company expects &aton
expense with respect to previously capitalized atests to be $408 in 2010, $387 in 2011, $21B)it?, $248 in
2013 and $274 in 2014.

(b) Acquired Technology

Acquired technology, which was purchased in 200doinnection with the DTM Corporation acquisition,
became fully amortized in 2007, when the Compangréized the remaining $948 balance. At DecembefB09,
the gross acquired technology balance was $10M8&juired technology and the related accumulatedrzadion
each increased $30 in 2009 from $10,337 in 2008#@effect of foreign currency exchange ratesotihg the
impact of amounts recorded in currencies other tharJ.S. dollar on the financial statements oiigm
subsidiaries.

(c) Other Intangible Assets

The Company had $726 and $141 of other net intémgisets, including internally developed softward
non-compete agreements from acquisitions, as oéber 31, 2009 and 2008, respectively. Acquisisictivities
during the year ended December 31, 2009 yielde® $76ther intangible assets. Amortization expeetated to
such intangible assets was $175, $1,017, and $2%8d years ended December 31, 2009, 2008 and 2007
respectively.
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Note 7 Goodwill

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

Asia-
U.S. Europe Pacific Total
Balance at January 1, 20 $18,60: $22,147 $6,93( $47,68:
Effect of foreign currency exchange ra 32¢ — 32¢
Balance at December 31, 2C 18,60¢ 22,47" 6,93( 48,01(
Effect of foreign currency exchange ra 312 — 312
Goodwill acquired through acquisitio 40¢ — — 40¢
Balance at December 31, 2C $19,01: $22,78° $6,93( $48,73(

The effect of foreign currency exchange rates énpteceding table reflects the impact on goodwilrmounts
recorded in currencies other than the U.S. doltethe financial statements of subsidiaries in tlggssgraphic areas
resulting from the yearly effect of foreign currgricanslation between the applicable functionatency and the
U.S. dollar. The remaining goodwill for Europe ahd entire amount of goodwill for AsRacific represent amoul
allocated in U.S. dollars from the U.S. to thoseggaphic areas for financial reporting purposes.

Note 8 Employee Benefits

The Company sponsors a Section 401(k) plan (then"Povering substantially all of its eligible
U.S. employees. The Plan entitles eligible emplsyteenake contributions to the Plan after meetingain
eligibility requirements. Contributions are limitéaithe maximum contribution allowances permitteder the
Internal Revenue Code. The Company matches 50#eafrployee contributions up to a maximum of $8eds
forth in the Plan. The Company may also make digrary contributions to the Plan, which would ble@able to
participants in accordance with the Plan. For &y ended December 31, 2009, 2008 and 2007, the&y
expensed $187, $206 and $213, respectively, fochirag contributions to the Plan.

Note 9 Accrued and Other Liabilities
Accrued liabilities at December 31, 2009 and 20@8as follows:

2009 2008
Compensation and benef $ 3,680 $2,23¢
Vendor accrual 1,197 1,88(
Accrued professional fe¢ 642 1,06/
Accrued taxe: 2,40( 1,14¢
Royalties payabl 244 297
Non-contractual obligation to repurchase inventory lisicdissembler — 34
Accrued interes 50 54
Net liabilities assumed in acquisitio 1,39¢ —
Accrued othe 1,507 1,341

$11,11«  $8,057
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Other liabilities at December 31, 2009 and 2008saramarized below:

2009 2008

Defined benefit pension obligation. See Note $3,237  $2,801
Other lon¢-term liabilities 707 47¢€
$3,94¢  $3,27i

Note 10 Financial Instruments

Generally accepted accounting principles requieeGbmpany to disclose its estimate of the fair @alfi
material financial instruments, including thoseareled as assets or liabilities in its consoliddieancial statement
The carrying amounts of current assets and ligsliapproximate fair value due to their short-tematurities.
Generally, the fair value of a fixed-rate instrurneill increase as interest rates fall and decreasaterest rates
rise.

The carrying amounts and fair values of the Comi{saother financial instruments at December 31, 2808
2008 were as follows:

2009 2008
Carrying Fair Carrying Fair
Amount Value Amount Value
Financial asset:
Grand Junction note receival $1,12¢ $1,13¢ $ 98: $ 98¢
Financial liabilities:
Industrial development boni $ — $ — $308 $3,08¢

The fair value of the Grand Junction note receigatds calculated at December 31, 2009 by discaytiie
remaining payments using a 15.67% discount rates. rBite was derived by taking the risk-free interate for
similar maturities and adding an estimated riskrpuen intended to reflect the credit risk.

The foregoing estimates are subjective and invoheertainties and matters of significant judgm@ftanges i
assumptions could significantly affect the Compargstimates.
Note 11 Borrowings
Industrial development bonds

The Company’s Grand Junction, Colorado facility iraanced by industrial development bonds in thgioal
aggregate principal amount of $4,900. At Decemte2808, the outstanding principal amount of tHeseds was
$3,085. The interest rate at December 31, 20081v28%%.

Upon the sale of the facility in December 2008, @mnpany fully collateralized the repayment of itngustrial
development bonds, including interest and otherwamsodue through the redemption date, with a pouicthe sale
proceeds and the $1,200 of restricted cash preyibetd by the trustee.

The Company redeemed the remaining outstandingsh@has accrued interest through the redemptios, dat
accordance with their terms on January 28, 2009.
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The following assets and liabilities related to @wnd Junction facility were classified as currasgets or
liabilities on the balance sheet at December 302823 follows:

2008
Current asset:

Restricted cas $3,161
Current liabilities:

Industrial development boni $3,08¢

Such restricted cash was held on deposit as sgéarithe Company’s obligations under the industria
development bonds discussed above, and therefa@etavailable to the Company at December 31, 2008
general use.

Interest expense totaled $618 in 2009, compar&918 in 2008 and $1,830 in 2007, while interesbime
totaled $9 in 2009, compared to $526 in 2008 an@(ilin 2007, all reflecting the combined effectafer interest
rates and the repayment of the industrial develaypriends in 2009. Other expense (income) total&d $5 2009,
compared to $(22) in 2008 and $243 in 2007.

Note 12 Lease Obligations

The Company leases certain of its facilities andigent under capitalized leases and other fasligind
equipment under non-cancelable operating leasesleHses are generally on a net-rent basis, urfiiehwthe
Company pays taxes, maintenance and insuranceed #zet expire at various dates through 2031 greated to b
renewed or replaced by leases on other propeRmstal expense for the years ended December 3%, 2008 and
2007 aggregated $1,686, $1,843, and $2,702, résplyct

The Company’s future minimum lease payments aseaebhber 31, 2009 under capitalized leases and non-
cancelable operating leases, with initial or rermgjiease terms in excess of one year, were asfell

Capitalized Operating

Leases Leases
Years ending December 31
2010 $ 798 $ 1,257
2011 78¢€ 687
2012 701 434
2013 701 18¢
2014 701 —
Later year: 13,00( —
Total minimum lease paymer 16,68 $ 2,56¢
Less amounts representing imputed inte (8,217%)
Present value of minimum lease payme 8,461
Less current portion of capitalized lease obligat (219)
Capitalized lease obligations, excluding currentipo $ 8,254

Rock Hill Facility

The Company leases its current headquarters aedrodsand development facility pursuant to a lease
agreement with KDC-Carolina Investments 3, LP. Afte initial term ending August 31, 2021, the leasovides
the Company with the option to renew the leasévforadditional five-year terms. The lease also
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grants the Company the right to cause KDC, sultgecertain terms and conditions, to expand thesléasemises
during the term of the lease, in which case thma tef the lease would be extended. The lease ipla tret lease and
provides for the payment of base rent of approxétye#0.7 million annually from 2009 through 2028¢luding ren
escalations in 2011 and 2016, and $0.5 millionG212 Under the terms of the lease, the Companpligaied to
pay all taxes, insurance, utilities and other ofiegecosts with respect to the leased premises|ddse also grants
the Company the right to purchase the leased pesmisd undeveloped land surrounding the leasedgesmon
terms and conditions described more particularhénlease. This lease is recorded as a capitdbzese obligation
under ASC Section 840, “Leases.” The implicit ierrate at December 31, 2009 and 2008 was 6.93%.

Furniture and Fixtures Lease

The Company maintains a lease financing with aniiiel institution covering office furniture and fixes. In
accordance with ASC 840, the Company has recotdsdeiase as a capitalized lease. The terms dé#se require
the Company to make monthly payments through Oct®2B&1. The implicit interest rate at DecemberZ1Q9 and
2008 was 8.05%.

Note 13 Preferred Stock

The Company had 5,000 shares of preferred stotknvidn@ authorized but unissued at December 31, 2669
2008. In connection with the stockholders’ righlismpapproved by the Company’s Board of DirectorB@&tember
2008, 1,000 shares of such preferred stock wetedned as Series A Preferred Stock but were uadssii
December 31, 2009.

Note 14 Stock-Based Compensation and Stockholders’ Rightddh

Stockbased compensation expense for vesting option$®#sr the years ended December 31, 2009 and
The Company recorded a $678 charge to operatioP@0i for stock-based compensation related to eptypanted
from 1998 through 2004.

Effective May 19, 2004, the Company adopted itsA2B@entive Stock Plan (the “2004 Stock Plan”) &sd
2004 Restricted Stock Plan for Non-Employee Dinec{the “2004 Director Plan”). Effective upon thdoation of
these Plans, all the Company’s previous stock opilans terminated, except with respect to optmutstanding
under those plans. As of December 31, 2009 and,268&ggregate number of shares of common stoaérlying
outstanding options issued under all previous stgtlon plans was 864 and 886, respectively, avanage
exercise price per share of $9.20 and $9.12, réspbg with expiration dates through November 2013

In 2009, the maximum number of shares of commockstuat are reserved for issuance under the 2082k St
Plan was increased from 1,000 to 2,000. Total asvesslied under this plan, net of repurchases, aiedto
314 shares of restricted stock in 2009, 12 shdresstricted stock in 2008, and 46 shares of sl stock in 2007.
The Company estimated the future value associaitbdawards granted in 2009, 2008, and 2007 as $2 &2,
and $1,384, respectively, which is calculated basethe fair market value of the common stock andhte of grar
less the amount paid by the recipient and is exgukoser the vesting period of each award. The cosgt®n
expense recognized in 2009, 2008, and 2007 wagd41$1,216, and $1,677, respectively. Each of theseds wa
made with a vesting period of three years fromdaie of grant and required the recipient to payekser of $1.00
for each share or an amount equal to ten perceghediir market value of the Company’s commonlsfoer share
at the date of grant.

The purpose of this Plan is to provide an incentiz permits the persons responsible for the Coyipa
growth to share directly in that growth and to ffiert the identity of their interests with the intgseof the Company’
stockholders. Any person who is an employee oboisaltant to the Company, or a subsidiary or
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an affiliate of the Company, is eligible to be cdesed for the grant of restricted stock awardsclsbptions or
performance awards pursuant to the 2004 Stock Plen2004 Stock Plan is administered by the Congiens
Committee of the Board of Directors, which, purduarthe provisions of the 2004 Stock Plan, hasstile authorit
to determine recipients of awards under that glamnumber of shares to be covered by such awaditha terms
and conditions of each award. The 2004 Stock Play e amended, altered or discontinued at thedsedeetion of
the Board of Directors at any time.

The 2004 Director Plan provides for the grant otaig00 shares of common stock to non-employeeidire
(as defined in the Plan) of the Company, subjeeidjastment in accordance with the terms of the.Plae purpose
of this Plan is to attract, retain and motivate +eomployee directors of exceptional ability and torpote the
common interests of directors and stockholdersiraacing the value of the Company’s common stoekhEhon-
employee director of the Company is eligible tatiggrate in this Plan upon their election to theaBbof Directors.
The Plan provides for initial grants of 1 sharesahmon stock to each newly elected non-employesidir,
annual grants of 3 shares of common stock as dafltse of business on the date of each annual mgeeti
stockholders, and interim grants of 3 shares ofrmomstock, or a pro rata portion thereof, to norpleryee
directors elected at meetings other than the armeaating. The issue price of common stock awardeldiuthis
Plan is equal to the par value per share of thenrmmstock. The Company accounts for the fair vafugwards of
common stock made under this Plan, net of the ipguoe, as director compensation expense in thiegh@r which
the award is made. During the years ended Dece&ihe009, 2008, and 2007, the Company recorded, 44,
and $314, respectively, as director compensatipemse in connection with awards of 21 shares if®2B0 shares
in 2008, and 15 shares in 2007 of common stock rtmtiee non-employee directors of the Company @nsto
this Plan.

As of December 31, 2009, 86 and 1,368 shares ofrmmnstock were available for future grants under th
2004 Director Plan and the 2004 Stock Plan, resmdygt The status of the Company’s stock optionsuisimarized

below:
2009 2008 2007
Weighted Weighted Weighted
Average Average Average
Exercise Exercise Exercise
Options Price Options Price Options Price
(Shares and options in thousands
Outstanding at beginning of ye 88¢ $ 9.1z 1,08/ $ 8.7¢ 1,35¢ $ 9.1¢
Exercisec (15) 5.6: (161 6.72 (269) 10.62
Lapsed or cancele (M 6.72 (39 9.3¢ 3 14.9¢
Outstanding at end of ye 864 $ 9.2C 88 $ 9.1- 1,08¢ $ 8.7¢
Options exercisable at end of yt 864 88¢€ 1,084
Shares available for future option grants 1,36¢ 662 72¢

(1) Assumes the issuance of options permitted by tidd 2fcentive Stock Plal
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The following table summarizes information abowicktoptions outstanding at December 31, 2009:

Options Outstanding Options Exercisable
Weighted

Average Weighted Weighted
Remaining Average Average
Options Contractual Exercise Options Exercise

Range: Outstanding Life (Years) Price Outstanding Price

(Options in thousands)

$5.00 to $9.9¢ 59C 36 $ 7.2¢ 50C $ 7.2¢
$10.00 to $14.9 164 1.7¢ 12.02 164 12.02
$15.00 to $19.9 11C 1.57 15.4( 11C 15.4(
864 3.08 $ 9. 864 $ 9.2¢

The intrinsic value of the Company’s 864 outstagditock options amounted to $2,409 at Decembe2®19.

In December 2008, the Company’s Board of Directatspted a stockholder rights plan (the “Rights Bland
declared a dividend of one right for each shar@fCompanys Common Stock held by stockholders of record
the close of business on December 22, 2008. Irtiaddthese rights shall be issued in respectldftares of
Common Stock issued after such date. Initiallyséheghts are not exercisable and trade with theeshof the
Company’'s Common Stock. Under the Rights Plan ethights generally become exercisable only if s@eror
group acquires or commences a tender or excharfgreforf 15 percent or more of the Company’s Comr8twck
(including, for this purpose, Common Stock involiedierivative transactions or securities). If tights become
exercisable, each right permits its holder to pasehfrom the Company one one-hundredth of a sli@eries A
Preferred Stock for the exercise price of $55.00rigét (subject to adjustment as provided in thgh®s Plan). The
Rights Plan also contains customary “flip-in” arfliig~over” provisions such that if a person or gpoacquires
beneficial ownership of 15 percent or more of tlrenPany’s Common Stock, each right permits its holdeaer
than the acquiring person or group, to purchaseeshaf the Company’s Common Stock for a price etu#ie
quotient obtained by dividing $55.00 per right (gabto adjustment as provided in the plan) by bak-of the then
current market price of the Company’s Common Sttitladdition, if, after a person acquires such awship, the
Company is later acquired in a merger or similansaction, each right permits its holder, othen th& acquiring
person or group, to purchase shares of the acguiorporation’s stock for a price equal to the geritobtained by
dividing $55.00 per right (subject to adjustmenpesvided in the plan) by one-half of the then eatrmarket price
of the acquiring company’s Common Stock, basechemtarket price of the acquiring corporation’s ktpdor to
such merger.

Note 15 Noncontrolling Interest

In May 2009, the Company formed MQast, LLC (“MQ3s# joint venture with an unrelated third party. M€
is an online provider of rapid, high-quality complaetal parts. The Company maintains a 51% owngiiskerest
in MQast, and MQast’s operating results are inallidethe consolidated financial statements. In ed&oce with
ASC 810, “Consolidation,” the carrying value of thencontrolling interest is reported in the cordated balance
sheets as a separate component of equity, anccoonsiolidated net income (loss) and comprehensoanie (loss)
have been adjusted to include the net income atéfibe to the noncontrolling interest.

Note 16 International Retirement Plan

The Company sponsors a non-contributory define@fitgmension plan for certain employees of a
non-U.S. subsidiary initiated by a predecessohef@ompany. The Company maintains insurance castrac
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that provide an annuity that is used to fund theenu obligations under this plan. The net presaide of that
annuity was $2,320 and $2,042 as of December 319 2Ad 2008, respectively. The net present valdbatf
annuity is included in Other assets on the Compmaoghsolidated balance sheet at December 31, 2@D20D8.

The following table provides a reconciliation oétbhanges in the projected benefit obligation lieryears
ended December 31, 2009 and 2008:

2009 2008
Reconciliation of benefit obligations:
Obligations as of January $2,84¢ $2,78i
Service cos 178 204
Interest cos 164 154
Actuarial loss (gain 86 (209)
Benefit payment (59) 44
Effect of foreign currency exchange rate char 80 (14¢)
Obligations as of December : $3,29° $2,84
Funded status as of December 31 (net of tax bg| $(3,297) $(2,849

The projected benefit obligation in the table abmatudes $(86), $109, and $538 of unrecognizedyagt
(loss) for the years ended December 31, 2009, 2668007, respectively. At December 31, 2009, the@any
recorded this $86 loss, net of a $29 tax benefig 857 adjustment to Accumulated other comprehermscome in
accordance with ASC Section 715, “Compensation -tir@eent Benefits.” At December 31, 2008, the Conypa
recorded the $109 gain, net of a $29 tax provisasran $80 adjustment to Accumulated other compe@e
income. At December 31, 2007, the Company recottisdb538 gain, net of a $156 tax provision, a882$
adjustment to Accumulated other comprehensive ircom

The Company has recognized the following amountleérconsolidated balance sheets at December 89, 20

and 2008:
2009 2008
Accrued liabilities $ 55 $ 43
Other liabilities 3,23 2,801
Accumulated other comprehensive inca 13¢ 19t
Total $3,43C  $3,03¢

The following projected benefit obligation and acudated benefit obligation were estimated as of
December 31, 2009 and 2008:

2009 2008
Projected benefit obligatic $3,297  $2,84¢
Accumulated benefit obligatic $3,08¢  $2,64¢
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The following table shows the components of neitqaée benefit costs and other amounts recognizexttier

comprehensive income:

2009 2008
Net periodic benefit cost:
Service cos $17:  $204
Interest cos 164 154
Total $337  $35¢
Other changes in plan assets and benefit obligatismecognized in other comprehensiv
income:
Net (loss) gair $(57) $ 80
Total expense (income) recognized in net periodielfit cost and other comprehensive incc ~ $394  $27¢
The following assumptions are used to determinefieobligations as of December 31:
2009 2008
Discount rate 5.7%% 5.85%
Rate of increase in compensat 1.5(% 1.5(%
The following benefit payments, including expectetilire service cost, are expected to be paid:
Estimated future benefit payments:
2010 $ 77
2011 132
2012 134
2013 162
2014 and thereaft: 1,13¢

Note 17 Warranty Contracts

The Company provides product warranties for upne year as part of sales transactions for cerfais o
systems. Warranty revenue is recognized ratably theeterm of the warranties, which is the periodnt which
the related costs are incurred. This warranty plesvithe customer with maintenance on the equiptheig the
warranty period and provides for certain repalplaand replacement parts that may be requirecbmmection with
this activity, the Company recognized warranty rex@and incurred warranty costs as shown in tHe tadow:

Warranty Revenue Recognition

Beginning Balance Warranty Warranty Ending Balance
Deferred Warranty Revenue Revenue Deferred Warranty
Revenue Deferred Recognized Revenue
Year Ended December 31
2009 $3,07¢ $3,417 $(3,815) $2,677
2008 4,34( 5,05¢ (6,329 3,07t
2007 3,72 6,70(C (6,089 4,34(

F-28




Table of Contents

3D Systems Corporation

Notes to Consolidated Financial Statements — (Comtiied)

Warranty Costs Incurred

Labor and
Materials Overhead Total
Year Ended December 31
2009 $1,28¢ $2,47¢ $3,76¢
2008 2,58( 3,61¢ 6,19¢
2007 2,46: 3,00¢ 5,47

Note 18 Computation of Net Income (Loss) per Share

The following is a reconciliation of the numerasod denominator of the basic and diluted incomssjlper

share computations for the years ended Decemb@0898, 2008 and 2007:

2009 2008 2007
Numerator:
Net income(loss) available to 3D Systems commockstalders: numerator fc
basic net income (loss) per sh $ 1,066 $(6,159) $(6,740
Add: Effect of dilutive securitie
Stock options, other equity compensation, conviertibdeemable preferred
stock and debentur — — —
Net income (loss) available to 3D Systems commooksiolders: numerator f
dilutive net income (loss) per she $ 1,066 $(6,159) $(6,740
Denominator
Denominator for basic net income (loss) per shagegghted average shar 22,54 22,35: 20,63!
Add: Effect of dilutive securitie
Stock options, other equity compensation, conviertibdeemable preferred
stock and debenturt 61 — —
Denominator for dilutive net income (loss) per & 22,60t 22,35: 20,63!
Income (loss) per sha
Basic $ 0.0t $ (0.28) $ (0.39
Diluted $ 0.0t $ (0.28) $ (0.39)

For the years ended December 31, 2008 and 200ahtmdly dilutive shares of 531 and 1,084, respedtyi,
were excluded from the calculation of potentialijtive shares for those years because their effecid have bee

anti-dilutive.
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Note 19 Supplemental Cash Flow Information

2009 2008 2007
Interest payment $ 622 $ 93¢ $ 1,83t
Income tax (receipts) paymet (547 692 1,77¢
Non-cash items
Conversion of 6% convertible subordinated debesi — — 15,35¢
Transfer of equipment from inventory to propertyl @guipment(a 1,32 4,61°F 1,64¢
Transfer of equipment to inventory from propertyl @guipment(b 91t 2,39t 94¢€

(&) Inventory is transferred from inventory to propeatyd equipment at cost when the Company requirdisiauhl
machines for training, demonstration, s-term rentals and use in its 3Dprop¢™ service.

(b) In general, an asset is transferred from ptg@erd equipment into inventory at its net bookuealvhen the
Company has identified a potential sale for a usadhine. The machine is removed from inventory upon
recognition of the sale

Note 20 Fair Value Measurements

ASC Section 820, “Fair Value Measurements and b&ales,” defines fair value as the exchange phiak t
would be received for an asset or paid to trarestebility (an exit price) in the principal or nmasdvantageous
market for the asset or liability in an orderlyrtsaction between market participants on the meammedate. ASC
820 also establishes a fair value hierarchy whétluires an entity to maximize the use of observialglets that ma
be used to measure fair value:

Level 1 — Quoted prices in active markets for identicaleds or liabilities;

Level 2 — Observable inputs other than Level 1 prices sudjuased prices for similar assets or liabilit
quoted prices in markets that are not active; loeoinputs that are observable or can be corrobdiay
observable market data for substantially the &riirt of the assets or liabilities; or

Level 3 — Unobservable inputs that are supported by litlao market activity and that are significant to
the fair value of the assets or liabilities.

The Company utilizes the market approach to medairrgalue for its financial assets and liabiltierhe
market approach uses prices and other relevarmiation generated by market transactions involuiegtical or
comparable assets or liabilities.

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

Fair Value Measurements as of December 31, 2009

Level 1 Level 2 Level 3 Total
Description
Cash equivalent $19,48: $ — $ — $19,48:
Currency derivative contracts( 1,56 — — 1,56
Total $21,04« $ — $ — $21,04«

(1) Unrealized gains or losses on derivatives are dazbin “Interest and other expense, net” in thedemsed
consolidated statements of operations at each m@aeut date
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The fair market value of Level 1 currency derivatoontracts at December 31, 2009 and Decembe088, 2
was as follows:

Foreign Currency
Purchase Contracts

2009 2008
Notional amoun $1,587  $1,68(
Fair value 1,56: 1,69¢
Net unrealized (loss) ga $ (29 $ 19
Note 21 Income Taxes
The components of the Company’s income (loss) lkedfizome taxes are as follows:
2009 2008 2007
Income (loss) before income tax
Domestic $ (734 $(11,047) $(9,140
Foreign 2,64 5,18i 2,891
Total $1,91:  $ (5,860 $(6,249)

The components of income tax provision for the gearded December 31, 2009, 2008 and 2007 arelawsol

2009 2008 2007

Current:
U.S. federa $41) $ (97 $ —
State — 17 —
Foreign 50€ 617 75¢
Total 46t 537 75¢
Deferred:
U.S. federa — — —
State — — —
Foreign 30¢ (24%)  (269)
Total 30€ (243  (26€)
Total income tax provisio $774 $294 $491
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The overall effective tax rate differs from thetstary federal tax rate for the years ended Decer@be2009,
2008 and 2007 as follows:

2009 2008 2007

% of Pretax Income (Loss)

Tax provision based on the federal statutory 35.(% 35.% 35.(%
Change in valuation allowanc (96.9) (46.0) (35.2
Deemed income related to foreign operati 109.: (23,9 (15.9
Non-deductible expense¢ 1.3 3.4 4.7
State taxes, net of federal benefit, before vabuadillowance (1.9 6.5 6.5
Impact of foreign tax settlemel (2.7 214 —
Return to provision adjustments, foreign currert daferred balance (2.9 (2.9 6.€
Foreign income tax rate different (3.9 2.7 0.S
Other(1) 14 (1.9 (1.7)
Effective tax rate 40.5% (4.5% (7.9%

(1) 2008 amounts have been reclassified to conform 2a09 presentatio

The difference between the Company’s effectiverédes for 2009 and 2007 and the federal statuttgy r
resulted primarily from changes in valuation allowas and from the impact of deemed income relatéareign
operations. The difference between the Companfesife tax rate for 2008 and the federal statutatg resulted
primarily from the favorable settlement of a taxiidior the years 2000 to 2005 with a foreign takharity and
from changes in the valuation allowances.

In 2009, the Company’s valuation allowance agaiestdeferred income tax assets increased by $404. T
increase consisted of a $497 increase against.Beddferred income tax assets partially offsea B96 decrease in
the valuation allowance against foreign deferr@dine tax assets. The increase in the valuatiowafioe against
the net U.S. deferred income tax assets resuligthgly from the increase in the Company’s domes#toperating
losses. In 2008, the Company’s valuation allowaagainst net deferred income tax assets increas8@éyT his
increase consisted of a $151 increase against.Bedéferred income tax assets and a $125 dedretteevaluatiol
allowance against foreign deferred income tax as3die increase in the valuation allowance agdieshet
U.S. deferred income tax assets resulted primaoly the increase in the Company’s domestic netaijpg) losses.
In 2007, the Compang’valuation allowance against net deferred incaanreassets decreased by $817. This dec
consisted of a $2,177 increase against the U.8rréefincome tax assets offset by a $2,994 deciedle valuatio
allowance against foreign deferred income tax as3éie increase in the valuation allowance agmeshet
U.S. deferred income tax assets resulted primaoly the increase in the Company’s domestic netaijpg) losses.

In light of the improvement in the Company’s foreigperations and management’s adoption of trapsieing
strategies that should result in future foreigratd® income, the Company determined at Decembe2(®), that it
is more likely than not that it would be able tdizg a portion of its deferred income tax assétsbautable to foreig
income taxes, and the Company accordingly reve$888 of its valuation allowance and recognized a
corresponding benefit against its income tax piowign the consolidated statement of operationsHeryear ended
December 31, 2007.
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The components of the Company’s net deferred indamassets at December 31, 2009 and 2008 are as

follows:
2009 2008
Deferred income tax asse
Tax credit carr-forwards $ 669 $ 6,46¢
Net operating loss cal-forwards 32,75 27,80:
Reserves and allowanc 2,24¢ 2,31«
Accrued liabilities 12¢ 47¢
Intangibles — 2,328
Stock options and awart 1,83¢ 1,80¢
Deferred lease reven 3 74
Deferred revenu — 19
Gross deferred income tax ass 43,66 41,27¢
Valuation allowanct (38,727 (38,326)
Total deferred income tax ass 4,93¢ 2,95¢
Deferred income tax liabilitie:
Intangibles 2,00¢ —
Property, plant and equipme 2,29¢ 2,01¢
Total deferred income tax liabilitie 4,30( 2,01¢
Net deferred income tax ass $ 634 $ 93t

The Company accounts for income taxes in accordaitbeASC 740. Under ASC 740, deferred income tax
assets and liabilities are determined based oditfezences between financial statement and tardaassets and
liabilities, using enacted rates in effect for yl@ar in which the differences are expected to s&aeFhe provision f
income taxes is based on domestic and internat8iaaltory income tax rates in the jurisdictionsvimich the
Company operates.

At December 31, 2009, $32,751 of the Company’srdedencome tax assets was attributable to $1490616
net operating loss carry-forwards, which consiste$i85,709 of loss carry-forwards for U.S. fedenalbbome tax
purposes, $63,632 of loss carry-forwards for Ut&esincome tax purposes and $275 of loss carmyeiats for
foreign income tax purposes.

At December 31, 2008, $27,803 of the Company’srdefeincome tax assets was attributable to $1240924
net operating loss carry-forwards, which consiste$i70,963 of loss carry-forwards for U.S. fedénalome tax
purposes, $51,689 of loss carry-forwards for Ut&esincome tax purposes and $2,272 of loss camyards for
foreign income tax purposes.

The federal net operating loss carry-forwards eghfabove exclude deductions for the exercisdauks
options. The net operating loss attributable toetheess of the tax deduction for the exercise ®fthck options
over the cumulative expense that would be recowteiér ASC 718 in the financial statements is notrged as a
deferred income tax asset. The benefit of the exdeduction of $6,616 will be recorded to additlgread-in capita
when the Company realizes a reduction in its ctiteetes payable.

At December 31, 2009 and 2008, approximately $5¢#9fe federal net operating loss carry-forwarésev
acquired as part of the DTM acquisition in 2001 arelsubject to the annual limitation of loss deiducpursuant te
Section 382 of the Internal Revenue Code of 198@naended. The net operating loss carry-forwands fo
U.S. federal income tax purposes will begin to exjoi 2017, and certain loss carry-
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forwards for U.S. state income tax purposes begéxpire in 2010. In addition, certain loss camysfards for
foreign income tax purposes will begin to expir@@27 and certain other loss carry-forwards foeifgm purposes
do not expire. Ultimate utilization of these lossry-forwards depends on future taxable earninge@®fCompany
and its subsidiaries.

At December 31, 2009, tax credit carry-forwardduded in the Company’s deferred income tax assets
consisted of $3,058 of research and experimentédonredit carry-forwards for U.S. federal incotag purposes,
$2,696 of such tax credit carry-forwards for U tatesincome tax purposes, $554 of alternative mimintax credit
carry-forwards for U.S. federal income tax purposed $385 of other state tax credits. The alteraatiinimum tax
credits and $2,180 of state research and experatientcredits do not expire; the other federal stiade credits
begin to expire in 2012.

At December 31, 2008, tax credit carry-forwardduded in the Company’s deferred income tax assets
consisted of $3,049 of research and experiment&onredit carry-forwards for U.S. federal incotag purposes,
$2,563 of such tax credit carry-forwards for U.atesincome tax purposes, $515 of alternative mimmtax credit
carry-forwards for U.S. federal income tax purpcsed $338 of other state tax credits.

The Company has not provided for any taxes on apedely $1,807 of unremitted earnings of its fgrei
subsidiaries, as the Company intends to permanggitiyest all such earnings outside of the U.S.nfifyang the
deferred tax liability, if any, associated with $lkeundistributed earnings is not practical.

As a result of adoption of FIN 48 (now ASC 740)Jahuary 1, 2007, the Company recognized a $1,208
increase to its accumulated deficit in earnings toasisted of a $323 reduction in its deferredassets and the
recording of an $885 long-term income tax payabligsi consolidated balance sheet. In additionQbmpany
would have recognized a $3,734 increase to deféavedssets for unrecognized benefits related $itipos taken il
prior periods, which would have affected accumulateficit in earnings if it had not made, whicldidl, a
corresponding increase in the valuation allowana@tained in its consolidated financial statemenkse Company
increased its ASC 740 reserve by $209 for the grded December 31, 2009, and decreased this rdsefifE21 fo
the year ended December 31, 2008. The Companyateatéts unrecognized benefits by $3,431 for tlee gaded
December 31, 2009, as a result of amending ceofata prior years’ income tax returns, and inceshthese
benefits by $289 for the year ended December 318.Z2Dhe Company does not anticipate any additional
unrecognized tax benefits during the next twelveating that would result in a material change tedssolidated
financial position.

Unrecognized Tax Benefit 2009 2008 2007

Balance at January $3,07¢ $2,79C $2,52¢
Increases related to prior year tax positi — 373 60
Decreases related to prior year tax posit (3,287 (59) (189
Increases related to current year tax posit — — 5
Decreases related to current year tax posit (150 9 (339
Decreases in unrecognized liability due to settlemevith foreign tax authoritie — (16) 727
Balance at December . $ (352) $3,07¢ $2,79(

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

The principal tax jurisdictions in which the Compdiles income tax returns are the United Stateanée,
Germany, Japan, Italy, Switzerland and the Unitedgtflom. Tax years 2006 through 2009 remain subgect
examination by the U.S. Internal Revenue Servibeull the Company utilize any of its U.S. loss gaforwards,
its losses, which date back to 1997, would be stilbjeexamination. The Company’s
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non-U.S. subsidiaries tax returns are open to plesskamination beginning in the year shown in ptireses in the
following countries: France (2004), Germany (200@)pan (2004), Italy (2004), Switzerland (2005) tredUnited
Kingdom (2007).

Note 22 Segment Information

The Company operates in one reportable businessesgdn which it develops, manufactures and markets
worldwide 3-D printing, rapid prototyping and maaafuring systems and parts solutions, which produese-
dimensional objects more quickly than traditionamafacturing. The Company conducts its businesaitir
subsidiaries in the U.S, a subsidiary in Switzetlttrat operates a research and production faeitity sales and
service offices operated by subsidiaries in theopean Community (France, Germany, the United Kingddaly
and Switzerland) and in Asia (Japan). The Compasyttistorically disclosed summarized financial infation for
the geographic areas of operations as if they segenents in accordance with ASC Section 280, “Sagime
Reporting.”

Such summarized financial information concernirg @mpany’s geographical operations is shown in the
following tables:

2009 2008 2007
Revenue from unaffiliated custome

United State: $ 48,917 $ 54,76¢ $ 65,50:

Germany 24,12¢ 32,301 34,77

Other Europ 24,61 29,80" 34,04%

Asia Pacific 15,17¢ 22,06( 22,19/
Total $112,83! $138,94( $156,51¢

The Company’s revenue from unaffiliated customegrsype is as follows:
2009 2008 2007

Systems and other produ $ 30,50 $ 41,32¢ $ 58,17¢
Materials 50,291 62,29( 61,96¢
Services 32,031 35,32% 36,36¢

Total revenue $112,83! $138,94( $156,51¢

Intercompany sales were as follows:

Year Ended December 31, 2009
Intercompany Sales to

United Other Asia
States Germany Europe Pacific Total
United State: $ — $12377 $ 7,41t $3,008 $22,79'
Germany 477 — 3,851 — 4,32¢
Other Europg 7,421 55¢ — — 7,98(
Asia Pacific — — — — —
Total $7,89¢ $12,93¢ $11,26¢ $3,00¢  $35,10¢
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Year Ended December 31, 2008

Intercompany Sales to

United Other Asia
States Germany Europe Pacific Total
United State: $ — $19,67C $11,677 $12,98¢ $44,33¢
Germany 1,40¢ — 5,87 — 7,27¢
Other Europs 6,76¢€ 23€ — 1 7,00z
Asia Pacific — — — — —
Total $8,17: $19,90¢ $17,55( $12,98¢ $58,611
Year Ended December 31, 2007
Intercompany Sales to
United Other Asia
States Germany Europe Pacific Total
United State: $ — $21,33¢ $11,797 $15,78! $48,91:
Germany 44F — 6,79 90 7,32¢
Other Europg 6,97: 26C — — 7,23%
Asia Pacific — — — — —
Total $7,41¢ $21,59! $18,59( $15,87! $63,47¢
2009 2008 2007
Income (loss) from operation
United State: $(2,47¢) $(10,947) $(9,820)
Germany 234 1,35( 507
Other Europ 1,31¢€ 2,79: 1,192
Asia Pacific 3,48¢ 96¢ 1,81¢
Subtotal 2,55¢ (5,839 (6,305
Inter-segment eliminatio 51¢ 34¢ 1,12¢
Total $3,07: $ (5490 $(5,179)
2009 2008
Assets:
United State: $ 54,93 $ 61,97
Germany 23,87: 25,76:
Other Europ 50,60 43,39¢
Asia Pacific 20,99: 21,87(
Total $150,40.  $153,00:

F-36




Table of Contents

3D Systems Corporation

Notes to Consolidated Financial Statements — (Comtiied)

2009 2008 2007
Depreciation and amortizatio
United State: $4,94: $5,83( $6,21¢
Germany 35¢ 287 37¢
Other Europ 40z 362 30¢
Asia Pacific 181 197 66
Total $5,88¢ $6,67€  $6,97(
2009 2008
Long-lived assets
United State: $11,94.  $20,86"
Germany 18,66+ 15,23¢
Other Europ 32,33¢t 28,61
Asia Pacific 17,30¢ 13,98¢
Total $80,25(  $78,69¢

2009 2008 2007

Capital expenditure:

United State: $79€  $3,167 $854
Germany 12¢ 59€ 21
Other Europ 36 1,024 39
Asia Pacific 15 1,02¢ 32
Total $974 $5,811 $94¢€

Note 23 Commitments and Contingencie:

On March 14, 2008, DSM Desotech Inc. filed a conmpjan an action titledSM Desotech Inc. v. 3D Systems
Corporationin the United States District Court for the North&istrict of lllinois (Eastern Division) assertirtigat
the Company engaged in anticompetitive behavidn vaspect to resins used in large-frame steregjitizhy
machines. The complaint further asserted that tmagany is infringing upon two of DSM Desotech’sqras
relating to stereolithography machines. The Comparderstands that DSM Desotech estimates the damage
associated with its claims to be in excess of $#lom

Following a decision of the Court on the Companmy@tion to dismiss the nopatent causes of the action, D
Desotech filed a second amended complaint on M&r&009 in which it reasserted causes of actionipusly
dismissed by the Court. The Company filed an answére second amended complaint on March 19, #009
which, among other things, it denied the matefialgations of the second amended complaint. Disgoige
proceeding on the claims pending in this case.

The Company intends to vigorously contest all ef ¢lkaims asserted by DSM Desotech.

The Company is also involved in various other lagatters incidental to its business. The Company’s
management believes, after consulting with counisat,the disposition of these other legal mattélisnot have a
material effect on the Company’s consolidated teafl operations or consolidated financial position

F-37




Table of Contents

3D Systems Corporation

Notes to Consolidated Financial Statements — (Comtiied)

Note 24 Selected Quarterly Financial Data (unaudited)
The following tables set forth unaudited selectadrterly financial data:

Quarter Ended
December 31 September 3C June 30, March 31,

2009 2009 2009 2009
Consolidated revent $ 3643. $ 27,660 $24,70t8 $24,03:
Gross profit 16,10: 12,31¢ 10,83( 10,47¢
Total operating expens 11,67: 11,227 11,67: 12,08¢
Income (loss) from operatiol 4,431 1,092 (843 (1,607
Income tax (benefit) expen 20¢ 10€ 21C 25C
Net income (loss 3,56¢ 90z (1,319 (2,089
Basic net income (loss) per shi $ 0.1€ $ 0.04 $ (0.06 $ (0.09
Diluted net income (loss) per sh $ 0.1 $ 0.0£ $ (0.06 $ (0.09

Quarter Ended
December 31 September 3C June 30, March 31,

2008 2008 2008 2008
Consolidated revent $ 3492( $ 35577 $36,65¢ $31,78:
Gross profit 15,22¢ 14,03} 13,60¢ 12,70(
Total operating expens 13,93 14,33( 16,13: 16,66
Income (loss) from operatiol 1,292 (299 (2,529 (3,967
Income tax (benefit) expense| (762) 36C 31C 38¢€
Net income (loss 1,84¢ (989) (3,329 (3,697
Basic net income (loss) per sh $ 0.0¢ $ (0.0 $ (0.15 $ (0.19)
Diluted net income (loss) per sh: $ 0.0¢ $ (0.0 $ (0.15 $ (0.19)

(1) Includes a $1,185 benefit from settlement of fanei@x audit in the fourth quarter of 2008. See Ntdteabove

The sum of per share amounts for each of the qliageriods presented does not necessarily eqeabtal
presented for the year because each quarterly arnsoudependently calculated at the end of eaclogdased on
the net income (loss) available to common stocldrsidor such period and the weighted average séres
outstanding common stock for such period.

Note 25 Subsequent Even

On February 16, 2010, the Company acquired thésasé®loeller Design and Development. The acquisiti
was not significant to the Company'’s financial staénts. Future revenue from the acquisition wiltdymorted
within the service revenue line. See Note 3.
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To the Stockholders and Board of Directors of
3D Systems Corporation
Rock Hill, South Carolina

The audits referred to in our report dated Febr@dry2010, relating to the Consolidated Financtate8nents ¢
3D Systems Corporation for the years ended DeceBhe2009, 2008 and 2007, which is contained im I8of the
Form 10-K, included the audit of the financial staent schedule listed in the accompanying indeis fiitancial
statement schedule is the responsibility of the @amyg’s management. Our responsibility is to expagsepinion
on the financial statement schedule based upoaudits.

In our opinion, the financial statement scheduleemconsidered in relation to the basic consol@ifitencial
statements taken as a whole, presents fairly] imatierial respects, the information set forth éirer

/s/ BDO SEIDMAN, LLP
BDO Seidman, LLP

Charlotte, North Carolina
February 24, 2010
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SCHEDULE Il

3D Systems Corporation
Valuation and Qualifying Accounts
Years ended December 31, 2009, 2008 and 2007

Additions

Balance at Charged/ Balance
Year Beginning ol  (Credited)to at End of

Ended Item Year Expense Deductions Year
200¢ Allowance for doubtful accoun $ 201t $ 90¢ $ (1,139 $ 1,79(C
200¢ Allowance for doubtful accoun 2,072 84¢ (90€) 2,01t
2007 Allowance for doubtful accoun 2,35¢ 10¢ (39¢) 2,07
200¢ Reserve for excess and obsolete inven $ 3,15¢ $ (15 $ (448 $ 2,69:
200¢ Reserve for excess and obsolete inven 2,30¢ 1,721 (871  3,15¢€
2007 Reserve for excess and obsolete inven 2,35: (82 35 2,30¢
200¢ Deferred income tax asset allowance accoun $ 38,32¢ $ 6,272 $ (5,87) $38,72:
200¢ Deferred income tax asset allowance accoun 38,30( 3,41¢ (3,390 38,32¢
2007 Deferred income tax asset allowance accoun 39,11% 2,171 (2,994 38,30(

(1) Additions represent increases in valuation allovesragainst deferred tax assets; deductions reprdsemeases
in valuation allowances against deferred tax as
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Exhibit 21.1

3D Systems Corporation
List of Subsidiaries at December 31, 2009

The following table sets forth the name and statetlver jurisdiction of incorporation of the Comgyan
subsidiaries. Except as otherwise indicated, eabhkidiary is owned, directly or indirectly, by ti@mpany.

Name

3D Canada Compar
3D Holdings, LLC

3D Systems S.A
3D Systems, Inc

3D Systems Europe Ltc

3D Systems Gmbl

3D Systems France SARI
3D Systems ltalia S.r

3D Capital Corporatio

3D Systems Asia Pacific, Ltc
3D European Holdings Ltd

OptoForm LLC*

3D Systems Japan K.k

MQast, LLC**

Jurisdiction of Incorporation

Canade
Delaware
Switzerlanc
California
United Kingdom
Germany
France

Italy

California
California
United Kingdom
Delaware

Japar

California

* We directly or indirectly own 60% of the outstanglinterests
** \We directly or indirectly own 51% of the outstanglimterests



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 referéméegistration Statement Nos. 333-123227, 333636
333-62776, 333-79767, 333-11865 and 333-11564200m [S-8 of 3D Systems Corporation of our reporteda
February 24, 2010, relating to the consolidatedrfoial statements, financial statement schedutkttan
effectiveness of 3D Systems Corporation’s inteaueitrol over financial reporting, which appearhistAnnual
Report on Form 10-K for the year ended DecembeRGQ9.

/s/ BDO SEIDMAN, LLP
BDO Seidman, LLP

Charlotte, North Carolina
February 24, 201



Exhibit 31.1

Certification of
Principal Executive Officer of
3D Systems Corporation

I, Abraham N. Reichental, certify that:
1. I have reviewed this report on Form 10-K of 3f&tems Corporation;

2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or dmnéttate a
material fact necessary to make the statements,rimalight of the circumstances under which sueteshents were
made, not misleading with respect to the perioceoad by this report;

3. Based on my knowledge, the financial statememis,other financial information included in théport,
fairly present in all material respects the finahciondition, results of operations and cash floivthe registrant as
of, and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintaimisglosure
controls and procedures (as defined in ExchangdrAitts 13a-15(e) and 15d-15(e)) and internal cootrer
financial reporting (as defined in Exchange Actddul 3a-15(f) and 15d-15(f)) for the registrant hade:

(a) Designed such disclosure controls and procsgdorecaused such disclosure controls and procedaore
be designed under our supervision, to ensure thggmal information relating to the registrant,lirding its
consolidated subsidiaries, is made known to ustbgre within those entities, particularly during theriod in
which this report is being prepared;

(b) Designed such internal control over financegarting, or caused such internal control overrfaial
reporting to be designed under our supervisiopyéeide reasonable assurance regarding the rétyabfl
financial reporting and the preparation of finahsiatements for external purposes in accordantiegeinerall
accepted accounting principles;

(c) Evaluated the effectiveness of the registradisslosure controls and procedures and presentenisi
report our conclusions about the effectivenest@fdisclosure controls and procedures, as of thegthe
period covered by this report based on such evahjadnd

(d) Disclosed in this report any change in thegegnt's internal control over financial reportitigt
occurred during the registrant’s most recent fisgelrter (the registrant’s fourth fiscal quartettie case of an
annual report) that has materially affected, oe#@sonably likely to materially affect, the regsit’s internal
control over financial reporting; and

5. The registrant’s other certifying officer(s) antave disclosed, based on our most recent evatuat
internal control over financial reporting, to thegistrant’s auditors and the audit committee ofrdggstrant’s board
of directors (or persons performing the equivafanttions):

(a) All significant deficiencies and material weakses in the design or operation of internal cootrer
financial reporting which are reasonably likelyatdversely affect the registrant’s ability to recgrtbcess,
summarize and report financial information; and

(b) Any fraud, whether or not material, that invedymanagement or other employees who have a
significant role in the registrant’s internal casitover financial reporting.

By: /s/ ABRAHAM N. REICHENTAL

Abraham N. Reichental
Title: President and Chief Executive Offic
(Principal Executive Officer)

Date: February 24, 201



Exhibit 31.2

Certification of
Principal Financial Officer of
3D Systems Corporation

I, Damon J. Gregoire, certify that:
1. I have reviewed this report on Form 10-K of 3f&tems Corporation;

2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or dmnéttate a
material fact necessary to make the statements,rimalight of the circumstances under which sueteshents were
made, not misleading with respect to the perioceoad by this report;

3. Based on my knowledge, the financial statememis,other financial information included in théport,
fairly present in all material respects the finahciondition, results of operations and cash floivthe registrant as
of, and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintaimisglosure
controls and procedures (as defined in ExchangdrAitts 13a-15(e) and 15d-15(e)) and internal cootrer
financial reporting (as defined in Exchange Actddul 3a-15(f) and 15d-15(f)) for the registrant hade:

(a) Designed such disclosure controls and procsgdorecaused such disclosure controls and procedaore
be designed under our supervision, to ensure thggmal information relating to the registrant,lirding its
consolidated subsidiaries, is made known to ustbgre within those entities, particularly during theriod in
which this report is being prepared;

(b) Designed such internal control over financegarting, or caused such internal control overrfaial
reporting to be designed under our supervisiopyéeide reasonable assurance regarding the rétyabfl
financial reporting and the preparation of finahsiatements for external purposes in accordantiegeinerall
accepted accounting principles;

(c) Evaluated the effectiveness of the registradisslosure controls and procedures and presentenisi
report our conclusions about the effectivenest@fdisclosure controls and procedures, as of thegthe
period covered by this report based on such evahjadnd

(d) Disclosed in this report any change in thegegnt's internal control over financial reportitigt
occurred during the registrant’s most recent fisgelrter (the registrant’s fourth fiscal quartettie case of an
annual report) that has materially affected, oe#@sonably likely to materially affect, the regsit’s internal
control over financial reporting; and

5. The registrant’s other certifying officer(s) antave disclosed, based on our most recent evatuat
internal control over financial reporting, to thegistrant’s auditors and the audit committee ofrdggstrant’s board
of directors (or persons performing the equivafanttions):

(a) All significant deficiencies and material weakses in the design or operation of internal cootrer
financial reporting which are reasonably likelyatdversely affect the registrant’s ability to recgrtbcess,
summarize and report financial information; and

(b) Any fraud, whether or not material, that invedymanagement or other employees who have a
significant role in the registrant’s internal casitover financial reporting.
By: /s/ DAMON J. CREGOIRE

Damon J. Gregoire
Title: Vice President and Chief Financial Offic
(Principal Financial Officer)

Date: February 24, 201



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 Sect8f6 of the Sarbanes-Oxley Act of 2002 and acconegathie
Annual Report on Form 10-K (the “Form 10-K”") foretlyear ended December 31, 2009 of 3D Systems Caipor
(the “Issuer”).

I, Abraham N. Reichental, the Principal Executivii@r of the Issuer, certify that, pursuant tols.C.
§ 1350, as adopted pursuant to § 906 of the Sasb@rkey Act of 2002, to the best of my knowledge:

(i) the Form 10-K fully complies with the requirente of Section 13(a) or Section 15(d) of the Seiasi
Exchange Act of 1934; and

(i) The information contained in the Form 10-Krfgipresents, in all material respects, the finahci
condition and results of operations of the Issuer.

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

Date: February 24, 201



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 Sect8f6 of the Sarbanes-Oxley Act of 2002 and acconegathie
Annual Report on Form 10-K (the “Form 10-K”") foretlyear ended December 31, 2009 of 3D Systems Caipor
(the “Issuer”).

I, Damon J. Gregoire, the Principal Financial Gifiof the Issuer, certify that, pursuant to 18 0.8 1350, as
adopted pursuant to 8 906 of the Sarbanes-Oxlep®2002, to the best of my knowledge:

(i) the Form 10-K fully complies with the requirente of Section 13(a) or Section 15(d) of the Seiasi
Exchange Act of 1934; and

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

/s/ DaMON J. (REGOIRE
Name: Damon J. Gregoire

Date: February 24, 201



