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

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

Date of event requiring this shell company report............cccooeiiiieiiiiiiiinnns
Commission file number: 001-35751
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Securities registered or to be registered pursisaBection 12(g) of the Act.
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(Title of Class)
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EXPLANATORY NOTE

This annual report on Form 20-F, or this ahnejport, is being filed by the registrant, Strgsktd., an Israeli company. We were organizec
in Israel on March 3, 1998, initially under the re@bjet Geometries Ltd., and we changed our nar2@id to Objet Ltd. On December 1,
2012, we completed a merger with Stratasys, InDglaware corporation, which we refer to as that&sys-Objet merger. Pursuant to the
Stratasys-Objet merger, Stratasys, Inc. becamadinect, whollyowned subsidiary and we changed our name to Sysatdd., and each she
of the common stock of Stratasys, Inc. issued anstanding immediately prior to the effective tiofethe Stratasy©®bjet merger was cancel
and automatically converted into the right to reeedne of our ordinary shares. Also, as part oftratasys-Objet merger, our ordinary shares
were listed on the NASDAQ Global Select Market urtthe trading symbol “SSYS”, in place of the ligfiof Stratasys, Inc.’s common stock,
which had also traded on The NASDAQ Global Seleathét under that symbol.

Although the Stratasys-Objet merger was structased reverse merger of Stratasys, Inc. with amdantindirect, wholly owned subsidiary
of Objet Ltd., Stratasys, Inc. was treated as tigiiaing company in the merger for accounting psgsoand the Stratasys-Objet merger is
accounted for as a reverse acquisition under theisiion method of accounting for business comtiime. As a result, the historical financial
statements of Stratasys, Inc. for periods up tindileffective time of the Stratas@jet merger on December 1, 2012 are our histdficahcial
statements. The consolidated financial statemdriteaegistrant included in this annual reporiude the operations of Stratasys Ltd.
(formerly Objet Ltd.) only for the month of Deceni2912, because the merger was consummated on Decé&m2012.

Notwithstanding the above, given the significantéhe Stratasy®bjet merger, we encourage you to review the sépaistorical financie
statements of Objet Ltd. for information relatedhe historical results of operations and financa@idition of Objet Ltd. Those separate
financial statements were included in the proxyesteent/prospectus included in the registrant’s Regfion Statement on Form F-4, initially
filed by the registrant with the Securities and lkactge Commission on June 8, 2012, and in Exhibit 8the Report of Foreign Private Issuel
on Form 6-K filed by the registrant on Septembe2(®L3.

Unless otherwise indicated or the context othenngsgiires, references to “Stratasys,” “our compgatifie Company,” “the combined
company,” “the registrant,” “we,” “us,” and “ouréfer to Stratasys Ltd. (formerly known as Objet.),tdnd its consolidated subsidiaries.
References to “Objet” generally refer to Objet ladd its consolidated subsidiaries prior to thecative time of the Stratasys-Objet merger on
December 1, 2012. We also use “Objet” to refehtoline of products previously sold by Objet Ltddahe related current, ongoing operations
that have continued following the Stratasys-Objetger. References to “Stratasys, Inc.” generafigri® Stratasys, Inc., a Delaware
corporation, and its consolidated subsidiariesrpadhe effective time of the Stratasys-Objet neerput sometimes (as the context requires)
refer to our current, ongoing operations of ouatisys, Inc. subsidiary. The historical finanaidbrmation set forth in this annual report,
unless otherwise indicated or the context otherwngggires, reflects the consolidated results ofafens and financial position of: (i) Stratas
Inc. prior to the merger; and (ii) Stratasys Lidce the Stratasys-Objet merger.

” w

Unless otherwise indicated herein, all numbersmaiwks in this annual report related to ordinargrel and options of our company that
predated the effectiveness of the Stratasys-Olgegen have been adjusted to reflect the 1-for-8r&9érse stock split that was effected with
respect to all of Objet’s outstanding ordinary slsdammediately prior to the effective time of theagasys-Objet merger.
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- | Stratasys-

CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENT S

Certain information included or incorporatgdrbference in this annual report may be deemé tforward-looking statements” within the
meaning of the Private Securities Litigation Refdkit of 1995, Section 27A of the Securities Actl®f33, and Section 21E of the Securities
Exchange Act of 1934. Forward-looking statemengsaditen characterized by the use of forward-lookerginology such as “may,” “will,”
“expect,” “anticipate,” “estimate,” “continue,” “fieve,” “should,” “intend,” “project” or other sinfr words, but are not the only way these
statements are identified.

These forward-looking statements may include, beitat limited to, statements relating to our otijexs, plans and strategies, statements
that contain projections of results of operationsfdinancial condition and all statements (ottiean statements of historical facts) that addres
activities, events or developments that we intexggect, project, believe or anticipate will or magcur in the future.

Forward-looking statements are not guaranteestofdiperformance and are subject to risks and tainges. We have based these
forward-looking statements on assumptions and assEgs made by our management in light of theieggpce and their perception of
historical trends, current conditions, expectedreidevelopments and other factors they believetappropriate.

Important factors that could cause actual resd#selopments and business decisions to differ madliefrom those anticipated in these
forward-looking statements include, among otharghi

e our ability to efficiently and successfully integgahe operations of Stratasys, Inc. and Objet aftebr their merger (as well as
MakerBot (as defined below) and other companiesnag acquire) ;

e the overall global economic environment;

e the impact of competition and new technologies;

e general market, political and economic conditianthie countries in which we operate;
e projected capital expenditures and liquidity;

e changes in our strategy;

e government regulations and approvals;

e changes in customers’ budgeting priorities;

e litigation and regulatory proceedings; and

e those factors referred to in Item 3.D “Key Inforioat- Risk Factors”, Item 4 “Information on the Cpamy”, and Item 5 “Operating
and Financial Review and Prospects”, as well dsisnannual report generally.

Readers are urged to carefully review and considewarious disclosures made throughout this ameyalrt, which are designed to advise
interested parties of the risks and factors that aféect our business, financial condition, resolk®perations and prospects.
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Any forward-looking statements in this annteadort are made as of the date hereof, and we takageno obligation to publicly update or
revise any forward-looking statements, whether @gsalt of new information, future events or othisey except as required by law.

USE OF TRADE NAMES

Unless the context otherwise indicates or requi@satasys,” ,” “For a 3D World,” “Objet,” “Polyd¢ “Connex,” “FDM”", “Fortus,”
“Dimension,” “ Mojo,” “Eden,” “FullCure,” “Redeye,"Solidscape, " “MakerBot,” “Thingiverse,” “Replitar,” ,“Digitizer,” and all product
names and trade names used by us in this annwat ep our trademarks and service marks, which loearegistered in certain jurisdictions.
Although we have omitted the “®” and “TM” trademadtksignations for such marks in this annual re@drtjghts to such trademarks and
service marks are nevertheless reserved. Furtheriiar “Stratasys” and “Objet” design logos aremnaperty. This annual report contains
additional trade names, trademarks and servicesyariither companies. We do not intend our usespialy of other companies’ tradenames,

trademarks or service marks to imply a relationstith, or endorsement or sponsorship of us by glotser companies.
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CERTAIN ADDITIONAL TERMS AND CONVENTIONS
In this annual report, unless the context imtise requires:

e references to the “Stratasys-Objet merger” refehéomerger consummated on December 1, 2012 wh&teatasys, Inc., a
Delaware corporation, merged with and into an edtirwholly-owned Delaware subsidiary of Objet L{tiow known as Stratasys
Ltd.), an Israeli company, with Stratasys, Incvaung the merger and becoming an indirect, whallyned subsidiary of Objet
(which changed its name to Stratasys Ltd. at tha)t

e references to the “Stratasys-Objet merger agre€mefer to the Agreement and Plan of Merger, dasadf April 13, 2012, as
amended, by and among Stratasys, Inc.; Objet 8tlirat Holdings Inc., a Delaware corporation anthdinect, wholly-owned
subsidiary of Objet (“Holdco”); and Oaktree Merdec., a Delaware corporation and a direct, whollyred subsidiary of Holdco,
pursuant to which the merger was consummated;

e references to the “MakerBot transaction” referhte merger consummated on August 15, 2013 wherebpeZation Technology
Corporation, a Delaware corporation (now known asd Corporation), or MakerBot, which is the dirparent company of
MakerBot Industries, LLC, merged with and into adifect, whollyowned subsidiary of Stratasys Ltd., with MakerBetdming a
indirect, wholly-owned subsidiary of Stratasys i td.

o references to “ordinary shares”, “our shares” d@mdlar expressions refer to the Company’s Ordindnares, nominal value NIS
0.01 per share;

o references to “dollars”, “U.S. dollars”, “U.S. $hd “$” are to United States Dollars;
e references to “shekels” and “NIS” are to New Isr&&lekels, the Israeli currency;

e references to the “articles” or “amended articla®® to our Amended and Restated Articles of Assiociawhich became effective
upon the closing of the merger, as subsequentiyndatk

e references to the “Companies Law” are to IsraebsnPanies Law, 5759-1999, as amended;
o references to the “Securities Act” are to the SiéiesrAct of 1933, as amended,;

o references to the “Exchange Act” are to the SdesriExchange Act of 1934, as amended,;

o references to “NASDAQ” are to the Nasdaqg Stock Mgrnd

e references to the “SEC” are to the United Statesi®tées and Exchange Commission.
PART I
ITEM 1. IDENTITY OF DIRECTORS, SENIOR MANAGEMENT AN D ADVISERS.
Not Applicable.
ITEM 2. OFFER STATISTICS AND EXPECTED TIMETABLE.
Not Applicable.

ITEM 3. KEY INFORMATION.




A. Selected Financial Data.

Stratasys, Inc. was treated as the acquidngpany in the Stratasys-Objet merger for accourgingoses and the Stratasys-Objet merger
was accounted for as a reverse acquisition unéeadhjuisition method of accounting for businesshioations. As a result, the historical
financial statements of Stratasys, Inc. prior @ ¢ffective time of the merger on December 1, 284@me our historical financial statements.
The consolidated financial statements includedhi; annual report include the operations of Styatasd. (formerly Objet Ltd.) for all of 2013
and for only one month of 2012 (December 2012) bsedhe Stratasys-Objet merger was consummatecoeniber 1, 2012. Therefore, the
following selected consolidated financial dataeef$ the consolidated results of operations arahéiral position of Stratasys, Inc. as of and fo
the years ended December 31, 2011, 2010 and 2002083 and 2012, the balance sheet data predeelimd reflects the financial position of
Stratasys Ltd. as of December 31, 2013 and 20%geontively, and the consolidated statement of djpeidata reflect the results of operation:

of Stratasys, Inc. from January 1 through Noven3®12012, and the combined company from Decemitieroligh December 31, 2012 and
the year ended December 31, 2013.




The historical selected consolidated statemenpefations data for the years 2013, 2012 and 201idl{le selected consolidated balance
sheet data at December 31, 2013 and 2012, havadeeged from our audited consolidated financiatements set forth elsewhere in this
annual report. The selected consolidated stateofergerations data for the years 2010 and 2009tlendelected consolidated balance sheet
data at December 31, 2011, 2010 and 2009, havedsz®ed from our previously reported audited cdidsped financial statements, which are
not included in this annual report. The selectedritial data should be read in conjunction withaansolidated financial statements and
accompanying notes and “Operating and Financialé®eand Prospects” appearing in Item 5 of this ahneport, and are qualified entirely by
reference to such consolidated financial stateménis historical results set forth herein are rextassarily indicative of our future results.

(in thousands, except per share data) Year Ended December 31,

2013 2012 2011 2010 2009
Statement of Operations Data:
Net sales $ 484,40: $ 215,24. $ 155,89 $ 117,84 $ 98,97
Gross profit 226,17: 109,91: 82,40« 56,08¢ 46,38¢
Research and development expense 52,31( 19,65¢ 14,36( 9,75¢ 7,731
Selling, general and administrative expense 202,79: 73,13( 39,03¢ 32,86 32,82!
Operating income (loss) (28,93) 17,12: 29,00¢ 13,46¢ 5,82¢
Net income (loss (26,907 8,82% 20,62¢ 9,37( 4,11¢
Net income (loss) attributable to Stratasys | (26,95¢) 8,491 20,62¢ 9,37( 4,11¢
Net income (loss) per basic shi (0.69) 0.3¢ 0.9¢ 0.4¢€ 0.2C
Net income (loss) per basic share attributablettat&sys Ltd (0.69) 0.37 0.9¢ 0.4¢€ 0.2C
Weighted average basic shares outstan 42,07¢ 22,81: 21,13¢ 20,57¢ 20,23¢
Net income (loss) per diluted sh: (0.6¢) 0.37 0.9t 0.44 0.2C
Net income (loss) per diluted share attributabl8tratasys Ltd (0.6¢) 0.3¢ 0.9t5 0.44 0.2C
Weighted average diluted shares outstan 42,09¢ 23,77¢ 21,65 21,13( 20,26¢
Balance Sheet Data:
Working capital $ 714,40 $ 230,92¢ $ 64,08t $ 60,19¢ $ 82,83¢
Total assets 2,782,22. 1,731,51 221,77( 178,46( 153,13
Equity $ 2,499,78 $ 157215 $ 18331 $ 152,28] $ 129,58




In addition to the audited consolidated finahdata presented above, we also present beloudited pro forma combined statement of
operations data for our company for the year emkstember 31, 2012 that give effect to the Strat&iyiet merger as if it had been completec
on January 1, 2012. This data has been preparaistam with SEC Regulation S-X, Article 11. Famare complete presentation of this data
and an explanation of the underlying assumptioesl irs deriving it, please see the unaudited prm#ocondensed combined statements of
operations that are included in the “Operating Re’5ssection of “Operating and Financial Review @hdspects” in Item 5 below.

Year Ended
(in thousands, except per share data) December 31
2012
Pro Forma
Statement of Operations Data:
Net sales $ 359,05
Gross profit 163,92:
Research and development expense 36,92!
Selling, general and administrative expense 141,23.
Operating loss (14,23)
Net loss (21,51Y)
Net loss attributable to Stratasys L (21,579
Net loss per basic she (0.5¢)
Net loss per basic share attributable to Strathasys (0.5¢)
Weighted average basic shares outstan 36,987
Net loss per diluted sha (0.5¢)
Net loss per diluted share attributable to Stratddg. (0.5¢)
Weighted average diluted shares outstan 36,98

B. Capitalization and Indebtedness.
Not Applicable.

C. Reasons for the Offer and Use of Proceeds.
Not Applicable.

D. Risk Factors.

You should carefully consider the risks describeld\, together with all of the other informationthis annual report on Form 20-F. The
risks described below are not the only risks fagisgAdditional risks and uncertainties not curtginown to us or that we currently deem to
be immaterial may also materially and adverselgetfbur business operations. If any of these rgltsally occurs our business, financial
condition and results of operations could suffed éime price of our shares could decline.

Risks related to our business and financial conditin

We may not be able to introduce new 3D printergyfitiperformance systems and consumables acceptabteistomers or to improve the
technology, software or consumables used in ourreunt systems in response to changing technology and-user needs.

We derive most of our revenues from the sale oftegdmanufacturing systems and related consumables markets in which we operate are
subject to rapid and substantial innovation antinetogical change, mainly driven by technologicitances and end-user requirements and
preferences, as well as the emergence of new stisdad practices. Our ability to compete in thesekets depends, in large part, on our
success in enhancing our existing products andloleing new additive manufacturing systems and nemsamables that will address the

increasingly sophisticated and varied needs ofgactive endisers, and respond to technological advances angdtity standards and practi
on a cost-effective and timely basis or otherwiaim gnarket acceptance.

Even if we successfully enhance our existing systentreate new systems, it is likely that newesyst and technologies that we develop will
eventually supplant our existing systems or thatcompetitors will create systems that will replace systems. As a result, any of our
products may be rendered obsolete or uneconomyaalibor others' technological advances.
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Our operating results and financial condition mayuictuate.

The operating results and financial condition of company may fluctuate from quarter-to-quarter gear-toyear and are likely to continue
vary due to a number of factors, many of which wdt be within our control. If our operating resutto not meet the expectations of securities
analysts or investors, the market price of ourradi shares will likely decline. Fluctuations inra@perating results and financial condition r
be due to a number of factors, including thosediielow and those identified throughout this “Restors” section:

the degree of market acceptance of our products;

the mix of products that we sell during any period;

long sales cycles;

unforeseen liabilities or difficulties in integmagj our acquisitions;

changes in the amount that that we spend to deyvatmpire or license new products, consumablelntdogies or businesses;

changes in the amounts that we spend to promotproducts and services;

changes in the cost of satisfying our warrantygailons and servicing our installed base of systems

delays between our expenditures to develop andehasgw or enhanced systems and consumables agdrikeation of sales from those
products;

development of new competitive systems by others;

litigation or threats of litigation, including intectual property claims by third parties;

changes in accounting rules and tax laws;

the geographic distribution of our sales;

our responses to price competition;

general economic and industry conditions that a#ed-user demand and end-user levels of prodsigrmi@nd manufacturing;

changes in interest rates that affect returns orcash balances and short-term investments;

changes in dollar-shekel and dollar-Euro exchaatgsrthat affect the value of our net assets, i@g&eand expenditures from and/or relating
to our activities carried out in those currencies;

failure of a development partner to continue suppgrcertain product development efforts it is fingd and

o the level of research and development activitiesdrycompany.

Due to all of the foregoing factors, and the offigts discussed in this annual report, you shootd@ly on quarter-to-quarter comparisons of
our operating results as an indicator of our fupggormance.

Our operations, particularly in integrating the opations of our constituent companies, could suffémwe are unable to attract and retain
key management or other key employees.

Our success depends upon the continued servicpaafamance of our senior management and othep&esonnel. Our senior executive tean
is critical to the management of our business gredaiions, as well as to the development of oateyy. The loss of the services of any
members of our senior executive team could delgy@vent the successful implementation of our ghosttategy, or our commercialization of
new applications for our systems or other produmtgould otherwise adversely affect our abilitymanage our company effectively and carry
out our business plan. Members of our senior manageteam may resign at any time. High demandsfastsenior management and other
key personnel (including scientific, technical aadles personnel) in the additive fabrication industnd there can be no assurance that we wi
be able to retain such personnel. We experieneasstcompetition for qualified personnel. Whileimtend to continue to provide competitive
compensation packages to attract and retain kesppeel, some of our competitors for these emplofiegs greater resources and more
experience, making it difficult for us to competesessfully for key personnel. If we cannot attaad retain sufficiently qualified technical
employees for our research and development andfactnring operations, we may be unable to achikgesynergies expected from mergers
and acquisitions that we may effect from time togj or to develop and commercialize new productsear applications for existing products.
Furthermore, possible shortages of key persormaljding engineers, in the regions surroundingMimnesota, New York, New Hampshire
Israeli facilities could require us to pay morehire and retain key personnel, thereby increasingcosts.

7




If demand for our products and services does nohtioue to grow as expected, our revenues may stagrma decline

The commercial marketplace for additive manufaoyrivhich was once dominated by conventional mettbdt do not involve 3D printing
technology, has been undergoing a shift towardpf@ming. This is true with respect to prototyperélepment, and to some extent, with
respect to direct digital manufacturing, or DDM aasalternative to traditional manufacturing. & ttommercial marketplace does not continue
to transform towards the broader acceptance ofr@ipg and DDM as alternatives for prototype deyehent and traditional manufacturing,
or if it adopts 3D printing based on technologitseo than the technologies that we use, we map@atble to increase or sustain current or
future levels of sales of our products and relatederials and services, and our results of operatioay be adversely affected as a result.

If our product mix shifts too far into lower margirproducts, our profitability could be reduce

Sales of certain of our existing products for contiad use have higher margins than others. Foants, our higlend commercial systems ¢
related consumables yield a greater gross margimdlr entry-level commercial systems. Furthermoue desktop 3D printers and related
consumables yield a lower gross margin than ouydevel commercial systems. As we continue to &mipry-level commercial systems and,
to a greater extent, desktop 3D printers, includia@ result of our MakerBot transaction, our saféhose systems have grown, and we expe
them to continue to account for a growing perceataigotal systems that we sell. Furthermore, sofrtbose sales may displace sales of our
other systems. If sales of our entry-level desiDpprinters have the effect of reducing sales affegher margin products, or, if for any other
reason, our product mix shifts too far into loweargin products, and we are not able to sufficiereuce the engineering, production and
other costs associated with those products or antislly increase the sales of those productspofitability could be reduced.

Declines in the prices of our products may adveyseffect our financial results

Our business is subject to price competition. Sarate competition may adversely affect our abitdymaintain profitability, especially during
periods of decreased demand. If our business iabiietto offset price reductions resulting fromsth@ressures by improved operating
efficiencies, reduced expenditures and increased,shen those price reductions would adversdgcabur operating results.

The markets in which we participate are competitivaur failure to compete successfully could cause cevenues and the demand for our
products to decline

We compete for end-users with a wide variety ofipigrs of systems that create models, prototyplesr 8D objects and end-use parts as we
as producers of materials and services for thestersyg, including both additive and subtractive nfiacturing methodologies, such as metal
extrusion, computer-controlled machining and mamuadleling techniques. Our principal competitionrently consists of other manufacturers
of systems for prototype development and customizadufacturing processes, including 3D Systems @atjpn, EOS GmbH and
EnvisionTEC GmbH, and, with respect to our entyeledesktop 3D printers, companies such as Deltadviractory, Affinia, Ultimaker,
Printrbot, Leapfrog, Solidoodle, as well as 3D $yst Corporation. We may face additional competitiotine future from new entrants into
marketplace, including companies that may haveifgigntly greater resources than we have that neypime new market entrants or may €
through acquisition or strategic or marketing parships with current competitors.

Some of our current and potential competitors Hamger operating histories and more extensive naoegnition than we have and may also
have greater financial, marketing, manufacturingtridbution and other resources than we have. @uaed future competitors may be able to
respond more quickly to new or emerging technolegiad changes in end-user demands and to devaetiegresources to the development,
promotion and sale of their products than we caumr.@drrent and potential competitors may develap market new technologies that render
our existing or future products obsolete, unmatietar less competitive (whether from a price pecsipe or otherwise). We cannot assure
that we will be able to maintain or enhance ourenircompetitive position or continue to competecesgsfully against current and future
sources of competition.




To the extent other companies are successful inaleging or marketing consumables for use in our EleDesign and Production Series
systems, our revenues and profits would likely liversely affectec

We sell a substantial portion of the consumables! irs our Idea, Design and Production Series systévie attempt to protect against
replication of our proprietary consumables thropgtents and trade secrets and provide that wagsolti those systems are valid only if
customers use consumables that we certify. Howeteer companies have successfully developed dddamd may continue to successfully
develop or sell, consumables that are less expetisan our consumables and compatible with ouesystwhich may reduce our consumal
sales. Additionally, in order to compete with camsibles manufactured by third parties, we couldobeeid to reduce prices for our proprietary
consumables. Either of the above would impair augrall revenues and profitability.

If our relationships with suppliers, especially witsingle source suppliers of components of our puats, were to terminate or ot
manufacturing arrangements were to be disruptedrduusiness could be interrupted.

We purchase components and sub-assemblies foysi@nss and raw materials that are used in our coabkles from third-party suppliers.
While there are several potential suppliers of nedshe components and sub-assemblies for ourregstend for most of the raw materials for
our consumables, we currently choose to use ordyoora limited number of suppliers for severalhefse components and materials. Our
reliance on a single or limited number of vendoarlves a number of risks, including:

e potential shortages of some key components;

e product performance shortfalls, if traceable tdipalar product components, since the supplieheffaulty component cannot readily be
replaced;

e discontinuation of a product on which we rely;

e potential insolvency of these vendors; and

e reduced control over delivery schedules, manufaguwapabilities, quality and costs.

In addition, we require any new supplier to becdmqalified” pursuant to our internal procedureseTdualification process involves
evaluations of varying durations, which may causslpction delays if we were required to qualifyeansupplier unexpectedly. We generally
assemble our systems based on our internal foseaadtthe availability of raw materials, assemblesnponents and finished goods that are
supplied to us by third parties, which are subjeatarious lead times. If certain suppliers werdégoide to discontinue production of an
assembly, component or raw material that we ugeytianticipated change in the availability of sigglor unanticipated supply limitations,
could cause delays in, or loss of, sales, increpssdliction or related costs and consequently edlutargins, and damage to our reputation. |
we were unable to find a suitable supplier for gipalar component, material or compound, we cdaddequired to modify our existing
products to accommodate substitute componentsyiadate compounds.

In particular, we rely on a sole supplier, Ricoinfing Systems America, Inc., or Ricoh, for thenper heads for our PolyJet 3D printers. Unde
the terms of our agreement with Ricoh, we purclpasger heads and associated electronic comporemisieceive a non-transferable, non-
exclusive right to assemble, use and sell thesehpsed products under Ricoh's patent rights add sacrets. Due to the risk of a
discontinuation of the supply of Ricoh printer heathd other key components of our products, we taiaiexcess inventory of those printer
heads and other components. However, if our fote@seed actual orders, we may hold large invesgtaf slow-moving or unusable parts or
raw materials, which could result in inventory eriffs or write downs and have an adverse effecturrcash flow, profitability and results of
operations. See “Item 4. Information on the CompaBysiness Overview—Sources and Availability of Rehaterials—Ricoh Agreement” in
our 2012 Annual Report for further discussion a$ tgreement.

A loss of, or reduction in revenues from, a sigmiéint number of our resellers and our independentesaagents would impair our ability t
sell our products and services and could reduce oevenues and adversely impact our operating rest

We rely heavily on our network of resellers andependent sales agents to sell and (in the cassellers) to service our products to end-usel
in their respective geographic regions. These lersednd sales agents are generally precludeddatling our competitors' products in additi

to ours. They may also not be as effective inrsgltiur products or servicing our end-users. Fuyiharsignificant number of these resellers
and sales agents were to terminate their relatipnsith us or otherwise fail or refuse to sell gquoducts, we may not be able to find
replacements that are as qualified or as succdssfuimely manner, if at all. If these resellarsl independent sales agents do not perform a:
anticipated or if we are unable to find qualifietlasuccessful replacements, our sales will suffaich would have a material adverse effec
our revenues and operating results. Additionallgetault by one or more resellers that have a Bigmt receivables balance could have an
adverse financial impact on our financial results.




Our business model is predicated in part on buildian end-user base that will generate a recurrirtgesm of revenues through the sale of
our consumables. If that recurring stream of reveas does not develop as expected, or if our businesdel changes as the industry evoh
our operating results may be adversely affected.

Our business model is dependent in part on ouityatnl maintain and increase sales of our proprjetansumables as they generate recurring
revenues. Existing and future end-users of ouesystmay not purchase our consumables at the saenat rahich endisers currently purcha
those consumables. In addition, our entry-levelesys generally use a lower volume of consumablasive to our higher end systems. If our
current and future endsers purchase a lower volume of our consumahiégoor entry level systems represent an increppercentage of ol
future installed base mix uses less consumablesahacurrent installed base, our recurring revesttesam relative to our total revenues woulc
be reduced, and our operating results would beradlyeaffected.

Discontinuation of operations at our manufacturingites could prevent us from timely filling customerders and could lead to unforese:
costs for us.

We assemble and test the systems that we selpraddce consumables for our systems, at singlétfasiin various locations that are
specifically dedicated to separate categories stesys and consumables. Because of our relianck ofntlaese production facilities, a
disruption at any of those facilities could matiyidamage our ability to supply 3D printers, otlsgstems or consumable materials to the
marketplace in a timely manner. Depending on thiseaf the disruption, we could also incur sigmifitcosts to remedy the disruption and
resume product shipments. Accordingly, any suctugion could result in a material adverse effatbar revenue, results of operations and
earnings, and could also potentially damage ourtedion.

If goodwill or other intangible assets that we hauecorded become impaired, we could have to takaificant charges against earning:

As of December 31, 2013, the book value of allwf goodwill and other intangible assets, which wamarily attributable to the Stratasys-
Objet merger and the MakerBot transaction, wasapprately $1.8 billion. Under accounting principigsnerally accepted in the United St:
of America, or GAAP, we must assess, at least dhynailad potentially more frequently, whether thdueaof goodwill and other indefinitived
intangible assets has been impaired. Amortizingnigible assets will be assessed for impairmerftarevent of an impairment indicator. Such
impairment may result from one of a number of gusstauses, including invalidation of acquired pttetrademarks or other intellectual
property or the impairment of other intangible ésskie to litigation, obsolescence, competitivedes; lower than expected revenue and
operating results or other reasons. Any reductidmpairment of the value of goodwill or other intable assets will result in a charge against
earnings, which could materially adversely affaot esults of operations and shareholders' equityture periods.

Global economic, political and social conditions v adversely impacted sales of our constituent camgs, and may once again affect us
the future.

The uncertain direction and relative strength efglobal economy, difficulties in the financial gees sector and credit markets, continuing
geopolitical uncertainties and other macroecondagtors all affect spending behavior of potentiad-@isers of our products and services. The
prospects for economic growth in the regions inaluhie sell our products remain uncertain, and naasge endisers to further delay or redt
technology purchases. In particular, a portionwfsales are made to customers in countries ingeurghich have been and may continue t
affected by a significant economic crisis. These atiier macroeconomic factors had an adverse ingpettte sales of the products and sen
of our constituent companies in late 2008, 2009 #md lesser degree, 2010, leading to reduceduegefrom sales in 2009 relative to 2008,
and longer sales cycles. While Objet and Stratdegssaw an improvement in revenues from saldéhaif systems and consumables in 2010,
2011 and 2012, and our combined company has cautithat positive trend beginning after the completf the Stratasys-Objet merger on
December 1, 2012 through the present time, therdbeano assurance that such improvement is subtajrgarticularly if global economic
conditions remain volatile for a prolonged periadfd&curopean economies experience further disamgti The global financial crisis affecting
the banking system and financial markets has et a tightening of credit markets, lower levafldiquidity in many financial markets, and
extreme volatility in many fixed income, credit,reency and equity markets. These conditions mayenitaiore difficult for our end-users to
obtain financing.
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We also face risks that may arise from financiffialilties experienced by our end-users, suppked distributors, which may be exacerbated
by continued weakness in the global economy, inotud

reduced end-user demand for products and reducedfawuring activity levels;

distributors and end-users may be unable to obtaidit financing to finance purchases of 3D prisit@&D production systems, consumables
or other products;

suppliers may be unable to obtain credit finan¢mfinance purchases of sub-assemblies used td bathponents of products or purchases
of raw materials to produce consumables;

end-users or distributors may face financial diffies or may become insolvent, which could leaduoinability to obtain payment for our
products; and

key suppliers of raw materials, finished produsts@mponents used in our products and consumaldggane financial difficulties or may
become insolvent, which could lead to disruptiotthia supply of systems, consumables or spare fpaotsr end-users.

Our existing and planned international operationsirently expose us and will continue to expose osadditional market and operational
risks, and failure to manage these risks may adedysaffect our business and operating results.

We expect to derive a substantial percentage o$aless from international markets. We derived 46%uo sales in 2013 from countries
outside of the United States. Accordingly, we faigmificant operational risks from doing businegginationally, including:

fluctuations in foreign currency exchange rates;

potentially longer sales and payment cycles;

potentially greater difficulties in collecting aaguts receivable;

potentially adverse tax consequences;

reduced protection of intellectual property rigimsertain countries, particularly in Asia and SoAimerica;
difficulties in staffing and managing foreign optéoas;

laws and business practices favoring local conipatit

costs and difficulties of customizing products floreign countries;

compliance with a wide variety of complex foreignvk, treaties and regulations;

tariffs, trade barriers and other regulatory ortcactual limitations on our ability to sell or dép our products in certain foreign markets;
and

being subject to the laws, regulations and thetcgystems of many jurisdictions.

Our failure to manage the market and operatioskrassociated with our international operatiofecéfely could limit the future growth of
our business and adversely affect our operatingtses
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If we are not successful in completing the integi@t of our constituent companies from the Strata-Objet merger, the benefits of that
merger may not be fully realized and the marketg&iof our ordinary shares may be negatively affette

Since it was consummated in December 2012, théaSyrs:Objet merger has involved the integratiosigiificant aspects of the operations of
companies that had previously operated independeiitth principal offices in distinct locations ageéographically diverse organizations. As a
combined company we now have more than 1,800 erapkoin a total of 12 regional offices around theldvdVhile integration activities have
progressed well to date, the ongoing difficulti€s@ordinating our operations include:

coordinating geographically separate organizatiomdiding two sets of corporate headquarters andifferent continents;

coordinating sales, distribution and marketing fiores, including integration and management of@mstituent companies' sales channels
consolidating the financial reporting systems aRPEystems of our constituent companies;

management of a substantially larger organizatigth an increased number of employees over largggghic distances; and

addressing inconsistencies among the companid¢andards, controls, procedures and policies, anyhidh could adversely affect our
ability to maintain relationships with suppliersstdbutors, customers and employees.

As a result of these and other factors, we maysunotessfully complete the integration of the bussiee of Stratasys and Objet. Furthermore,
we may not realize all of the benefits and synergithe Stratasys-Objet merger in the timefranieigated. It is also possible that such
continuing integration and coordination arrangermeould lead to the loss of members of our seniecative team, diversion of the attention
of management, or the disruption or interruptionoofthe loss of momentum in, our ongoing businessch could adversely affect our
business and financial results. The occurrenceidi segative results could adversely affect theketarice of our ordinary shares.

As part of our growth strategy, we have sought, amifl continue to seek, to acquire or to make int@&nts in other businesses, pater
technologies, products or services. Our failuredo so successfully (including, if applicable, toméince such acquisitions or investments on
favorable terms and to avoid adverse financial ceqaences) may adversely affect our financial resu

As part of our growth strategy, we expect to camito regularly evaluate acquisitions or investraéatexpand our suite of products and
services. Even if we are able to identify a sugadatquisition or investment, we may not be ableottsummate any such transaction if we
cannot reach an agreement on favorable termsa Iack sufficient resources to finance the tratisa®n our own and cannot obtain
financing at a reasonable cost or if requlatorharities prevent such transaction from being comsated. If we proceed with a particular
acquisition, we may have to use cash, issue nevtyezpcurities with dilutive effects on existingaskholders, incur indebtedness, assume
contingent liabilities or amortize assets or expsria a manner that might have a material advdfset®n our balance sheet, results of
operations or liquidity. If we incur indebtednessdrawing down under our senior credit facilityatlwould require us to comply with certain
conditions and would subject us to certain limaas, as described below under the risk factorighitied “Covenants n our credit agreement
may restrict our business in many ways.” As a tesfuhn acquisition, we will also be required toord certain acquisition-related costs and
other items as current period expenses, which wioaNe: the effect of reducing our reported earnindbe period in which an acquisition is
consummated. We will also be required to recordpost-closing goodwill or other long-lived assepairment charges in the period in which
they occur, which could result in a significant id&to our earnings in that period. We could atszefunknown liabilities or write-offs.

We have experienced rapid and significant growthaar operations and intend to continue to grow, aifdve cannot adequately adapt our
infrastructure and properly integrate the internalr external sources of our growth in order to gerae the intended benefits from it, our
results of operations will suffer.

We have experienced rapid and significant growtbunoperations and intend to continue to growhlmganically and from acquisitions, st
as the Stratasy®bject merger and the MakerBot transaction. Thetadian of our infrastructure to our growth willpgire, among other thing
continued development of our financial and managémentrols and management information systemsjdlireg our ongoing implementation
of a unified enterprise resource planning systeamamgement of our sales channel, increased capfiahditures, the ability to attract and re
qualified management personnel and the trainingeaf personnel. We cannot be sure that our infretstre, systems, procedures, business
processes and managerial controls will be adedaatepport the rapid and significant growth in operations. Any delays in, or problems
associated with, implementing, or transitioningrtew or enhanced systems, procedures, or contr@lscommodate and support the
requirements of our business and operations aatfdotively and efficiently integrate acquired ogtgons may adversely affect our ability to
meet customer requirements, manage our produahtiore and record and report financial and manageinéormation on a timely and
accurate basis.
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Additional unforeseen difficulties and expenditutiest may result from the integration of a new hass or technology include:

difficulty transitioning customers and other busiseelationships to our company;

problems unifying management following a transagtio

the loss of key employees from our existing or eglibusinesses;

diversion of management's attention to the assiimilaf the technology and personnel of acquiresinesses or new product or service
lines; and

e difficulties in coordinating geographically disptearganizations and corporate cultures and integrananagement personnel with
different business backgrounds.

These potential negative effects could preventars frealizing the benefits of an acquisition traotigen or other growth opportunity. In that
event, our competitive position, revenues, revagrogith, results of operations and liquidity coullddversely affected, which could, in turn,
adversely affect our share price and shareholdaeva

Covenants in our credit agreement may restrict dursiness in many ways.

The credit agreement and related agreements thahdeur whollyewned subsidiary (the borrower) entered into in &uber 2013 with Ban
of America, N.A., as administrative agent and ttteeolenders party thereto, contain various covengmat limit our ability to, among other
things:

e incur or assume liens or additional debt or progdarantees in respect of obligations of othergress

make any investments, except certain investmergpexfied therein;

engage in any material line of business substéntiffferent from those lines of business condudigdis and our subsidiaries or any

business substantially related or incidental theeret

create, incur, assume or suffer to exist any inetliitss except certain indebtedness as specifiegrthe

issue redeemable stock and preferred equity;

pay dividends or distributions or redeem or repasehcapital stock;

prepay, redeem or repurchase debt;

make loans, investments and capital expenditures;

enter into agreements that restrict distributionsnfour subsidiaries;

sell assets and capital stock of our subsidiaries;

enter into certain transactions with affiliates;

consolidate or merge with or into, or sell substdiytall of our assets to, another person, alispose of all or substantially all of our IP

rights or other assets to or in favor of any person

make any disposition except certain dispositionsteed under the credit agreement.

e declare or make, directly or indirectly, any regd payment, or incur any obligation (contingembtherwise) to do so, except as
defined therein; and

e enter into certain contractual obligations.

A breach of any of these covenants could reswdtdefault. Upon the occurrence of an event of deteuder the credit agreement, the lenders
could elect to declare all amounts outstanding utfdeagreement to be immediately due and payatgddéeaminate all commitments to extend
further credit. If we were unable to repay thoseants, the lenders could accelerate the repaynfdrttroowings, we may not have sufficient
assets to repay the amounts owed under the cigrdéiment or be able to obtain financing from o#wrrces on favorable terms, if at all. For
more information, please see Item 5.B “Operating imancial Review and Prospects—Liquidity and @dgtesources—Capital resources
and capital expenditures—Revolving credit faciliyid note 9 to our consolidated financial statemieictaded in Item 18 of this annual rep

Defects in new products or in enhancements to ouiséing products could give rise to product retures product liability, warranty or othel
claims that could result in material expenses, disien of management time and attention, and damdgeour reputation.

Our systems may contain undetected defects orsawien first introduced or as enhancements aragetethat, despite testing, are not
discovered until after a product has been used ddild result in delayed market acceptance oktiposducts, claims from distributors, end-
users or others, increased end-user service ambignsts and warranty claims, damage to our atjout and business, or significant costs to
correct the defect or error. We may from time toetibecome subject to warranty or product liabilgims that could lead to significant
expenses as we need to compensate affected ersffaiseosts incurred related to product qualityéss This risk may be heightened when we
sell products into certain markets, such as mediedldental applications.
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This risk of product liability claims may also beegter due to the use of certain hazardous chesnisald in the manufacture of certain of our
products. Those hazardous chemicals fall withieghtifferent categories (with several of the chaisi€alling within multiple categories):
irritants, harmful chemicals and chemicals dangefouthe environment. In addition, we may be scidje claims that our 3D printers have
been, or may be, used to create parts that ati@ compliance with legal requirements or that iletetiual property posted by third parties on
Thingiverse website infringe the intellectual prageights of others.

Any claim brought against us, regardless of itsitheould result in material expense, diversiom@nagement time and attention, and damag
to our reputation, and could cause us to fail taineexisting end-users or to attract new end-ugdtough we maintain product liability
insurance, such insurance is subject to signifidaductibles and there is no guarantee that sustiance will be available or adequate to
protect against all such claims, or we may elesetéinsure with respect to certain matters. Cosfsayments made in connection with
warranty and product liability claims and produstalls or other claims could materially affect §nancial condition and results of operations.

Under applicable employment laws, we may not beeablenforce covenants not to compete and therefosy be unable to prevent our
competitors from benefiting from the expertise afrae of our former employees.

We generally enter into non-competition agreemeiitts our employees. These agreements prohibit opl@yees from competing directly
with us or working for our competitors or clients & limited period after they cease working for\%& may be unable to enforce these
agreements under the laws of the jurisdictionshiictv our employees work and it may be difficult f@r to restrict our competitors from
benefiting from the expertise that our former empks or consultants developed while working forFgs.example, Israeli courts have requ
employers seeking to enforce non-compete undegaloha former employee to demonstrate that thepetitive activities of the former
employee will harm one of a limited number of metieinterests of the employer that have been reizegrby the courts, such as the secrecy ¢
a company's confidential commercial informatiorth@ protection of its intellectual property. If wannot demonstrate that such interests will
be harmed, we may be unable to prevent our coropefitom benefiting from the expertise of our forraenployees or consultants and our
ability to remain competitive may be diminished.

Failure to comply with the U.S. Foreign Corrupt Prdices Act or other applicable anti-corruption legjation could result in fines, criminal
penalties and an adverse effect on our busine

We operate in a number of countries throughoutwbigd, including countries known to have a repuatatior corruption. We are committed to
doing business in accordance with applicable aiuption laws. We are subject, however, to thie et our affiliated entities or our and our
affiliates' respective officers, directors, empleyand agents (including distributors of our praéslumay take action determined to be in
violation of such anti-corruption laws, includingetU.S. Foreign Corrupt Practices Act of 1977 dxedU.K. Bribery Act of 2010, as well as
trade sanctions administered by the Office of Fpréissets Control and the U.S. Department of Coroeeékny violation by any of these
persons could result in substantial fines, sanstioivil and/or criminal penalties, or curtailmertoperations in certain jurisdictions, and might
adversely affect our results of operations. In toldj actual or alleged violations could damagereputation and ability to do business.

We own a number of our manufacturing and office fiities, which may limit our ability to move thoseperations. If we were to move some
or all of those operations, we could incur unforese charges.

We own buildings in Eden Prairie, Minnesota, whigh use to conduct our FDM manufacturing and assgeoyiérations, as well as our
manufacturing facility in Kiryat Gat, Israel. Owis&ip of these buildings and facilities may adversdfect our ability to move some or all of
those operations to other locations that may beerfavorable. If we were to move any of those openatto other locations, we may have
difficulty selling or leasing the property that wacate. This could result in an impairment chavggch could have a material adverse effec
our results of operations in one or more periods.
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If we do not generate sufficient future taxable inome, we may be required to recognize deferred tssed valuation allowance:

The value of our deferred tax assets depends ringaour ability to use them to offset taxabledme in future years. If we are unable to
generate sufficient future taxable income in th8.l&nd certain other jurisdictions, or if there significant changes in tax laws or the tax rates
or the period within which the underlying tempordiiferences become taxable or deductible, we cbaldequired to record valuation
allowances against our deferred tax assets. Slmhaaices would result in an increase in our effectax rate and have a negative impact on
our operating results. If our estimated future bd&ancome is increased, the valuation allowanoesléferred tax assets may be reduced. The
changes may also contribute to the volatility of consolidated financial results.

Default in payment by one or more resellers or austers from which we have large account receivabédamces could adversely impact o
results of operations and financial condition.

From time to time, our accounts receivable balahee® been concentrated with certain resellersistomers. Default by one or more of these
resellers or customers could result in a significdmarge against our current reported earningsh@ve reviewed our policies that govern credi
and collections, and will continue to monitor thenlight of current payment status and economialitions. However, there can be no
assurance that our efforts to identify potentialddrrisks will be successful. Our inability to &ty identify resellers and customers that are
credit risks could result in defaults at a time wiseich resellers or customers have high accoucgsvable balances with us. Any such default
would result in a significant charge against oungas and adversely affect our results of openatiand financial condition.

We are subject to extensive environmental, healtfdaafety laws and regulations that could have ateréal adverse effect on our business,
financial condition and results of operation:

Our operations use chemicals and produce wasteialaté@Ve are subject to extensive environmened/th and safety laws, regulations and
permitting requirements in multiple jurisdictions\g@rning, among other things, the generation, steeage, registration, handling and disposa
of chemicals and waste materials, the presencpetified substances in electrical products, thessiom and discharge of hazardous materials
into the ground, air or water, the cleanup of conteted sites, including any contamination thatitssfrom spills due to our failure to prope
dispose of chemicals and other waste materialgrentlealth and safety of our employees. Under tlaasg regulations and requirements, we
could also be subject to liability for improper plisal of chemicals and waste materials, includigé resulting from the use of our systems
and accompanying materials by end-users. Theagureflaws and regulations could potentially regtire expenditure of significant amounts
for compliance and/or remediation. If our operagidail to comply with such laws or regulations, may be subject to fines and other civil,
administrative or criminal sanctions, including tleeocation of permits and licenses necessaryntrage our business activities. In addition,
we may be required to pay damages or civil judgmantespect of third-party claims, including theskating to personal injury (including
exposure to hazardous substances that we gengsatestore, handle, transport, manufacture or despf), property damage or contribution
claims. Some environmental laws allow for striotpf and several liability for remediation cosegardless of fault. We may be identified as a
potentially responsible party under such laws. Simkelopments could have a material adverse effecur business, financial condition and
results of operations.

We are subject to environmental laws due to the artpgand export of our products, which could subjacs to compliance costs and/or
potential liability in the event of no-compliance.

The export of our products internationally from @uoduction facilities subjects us to environmetdaals and regulations concerning the im
and export of chemicals and hazardous substanchsastthe United States Toxic Substances Contriplohd SCA, and the Registration,
Evaluation, Authorization and Restriction of CheafiSubstances, or REACH. These laws and regulateansre the testing and registratior
some chemicals that we ship along with, or thanhfarpart of, our systems and other products. Ifalléo comply with these or similar laws
and regulations, we may be required to make siganifi expenditures to reformulate the chemicalswieatise in our products and materials or
incur costs to register such chemicals to gain@mégain compliance. Additionally, we could bejsgbto significant fines or other civil and
criminal penalties should we not achieve such campe.
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We are currently subject to a number of lawsuithése and any future lawsuits to which we becomejeabmay have a material adverse
impact on our capitalization, business and resuttsoperations.

We are currently party to one significant actionabprmer employee who seeks the issuance of apérarcisable for our ordinary shares. Th
former employee has demanded, based on an allegieditaking we had made prior to the Stratasys-Obgyger, that we issue him an option
that would allow him to maintain an equity intereftl.45% in us and reimburse salary reductionkatesuffered. This plaintiff has further
demanded compensation on account of alleged wrbtegfaination. While the initial court ruling onithmatter dismissed the case and awe
us legal expenses, the plaintiff has appealedabe,avhich appeal is currently ongoing and is béiiggted in the Israeli national labor court.

We have furthermore been sued by four current wnéo minority shareholders and former directorswf company who demand that we
amend the capitalization table of our company sbhahcertain share issuances prior to the Strat@byst merger to certain of our shareholder:
named as defendants would be cancelled, with seqoiesit issuance of additional shares to the pisiniti account for the subsequent dilution
to which they have been subject. The lawsuits, Wwhiere brought in an Israeli district court in Ma2013, also name as defendants certain ©
our directors, officers and shareholders who prgslipheld those positions prior to the StratasygOferger.

We can provide no assurance as to the outcomesé thr any future matters or actions, and any swatters or actions may result in judgme
against us for significant damages and/or the reseiaf options to acquire shares of our capitalkstthe exercise of which would result in
dilution to our shareholders. Resolution of thesatens can be prolonged and costly, and the uléimedults or judgments are uncertain due to
the inherent uncertainty in litigation and otheogeedings. Moreover, our potential liabilities atbject to change over time due to new
developments, changes in settlement strategy anmpact of evidentiary requirements. Regardleshefoutcome, litigation has resulted in the
past, and may result in the future, in significkagial expenses and require significant attentiahrasources of management. As a result,
current and any future litigation could result@s$es, damages and expenses that have a mateeseadffect on our business.

We rely on our management information systems fovéntory management, distribution, and other keynfttions. If our information
systems fail to adequately perform these functioosif we experience an interruption in their opetian, our business and operating resu
could be adversely affected.

The efficient operation of our business is depehdarour management information systems. We relgwrmanagement information systems
to, among other things, effectively manage our anting and financial functions, including maintaigiour internal controls; to manage our
manufacturing and supply chain processes; and iotaia our research and development data. Theréadfiour management information
systems to perform properly could disrupt our bestand product development, which may result inedesed sales, increased overhead cos
excess or obsolete inventory, and product shortagesing our business and operating results ferséfithough we take steps to secure our
management information systems, including our cdempsystems, intranet and Internet sites, emailadher telecommunications and data
networks, the security measures we have implemengsdnot be effective and our systems may be vabierto theft, loss, damage and
interruption from a number of potential sources awents, including unauthorized access or sechrégches, natural or man-made disasters,
cyber-attacks, computer viruses, power loss, ceradisruptive events. Our reputation, brand, andrfcial condition could be adversely
affected if, as a result of a significant cybermver otherwise, our operations are disrupted at dbown; our confidential, proprietary
information is stolen or disclosed; we incur castsire required to pay fines in connection witHesicustomer, employee, or other confidentia
information; we must dedicate significant resouroesystem repairs or increase cyber security ptioi@ or we otherwise incur significant
litigation or other costs.

Compliance with disclosure rules regarding “conflieninerals” may require us to incur expenses or nifydour products or operations and
may also adversely affect the demand for some affgnoducts and our operating results.

As required under the Dodd-Frank Wall Street Refand Consumer Protection Act, in August 2012 thenf@ssion promulgated final rules
regarding disclosure of the use of certain ming(tals tantalum, tungsten, and gold), and certditheir derivatives, known as “conflict
minerals,” which are mined from the Democratic Rajmuof the Congo and adjoining countries, as \aslprocedures regarding a
manufacturer's efforts to prevent the sourcinguohsminerals and metals produced from those misiefa required by these new rules, in
2013, we commenced due diligence efforts to detezraur use of conflict minerals, with initial diesures required no later than May 31,
2014. The rules require us to make subsequenbdis@s no later than May 31 of each following y®¥ée. expect that we will incur additional
costs and expenses, which may be significant,derdio comply with these rules. Since our suppbirclis complex, ultimately we may not be
able to sufficiently verify the origins for any dtiot minerals and metals used in our productsugtothe due diligence procedures that we
implement, which may adversely affect our reputatigth our customers, shareholders, and other Bt#ters. In such event, we may also fac
difficulties in satisfying customers who requirattall of our products are certified as conflicheral free. If we are not able to meet such
requirements, customers may choose not to purchasgroducts, which could adversely affect our saled the value of portions of our
inventory. Further, there may be only a limited fb@mof suppliers offering conflict free mineralsdaas a result, we cannot be sure that we
be able to obtain metals, if necessary, from sugplgers in sufficient quantities or at competitjméces. Any one or a combination of these
various factors could harm our business, reduc&eha@emand for our products, and adversely affacpoofit margins, net sales, and overall
financial results.
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Risks related to our intellectual property
If we are unable to obtain patent protection for oproducts or otherwise protect our intellectual gguerty rights, our business could suffe

We rely on a combination of patent and trademaunlsla the United States and other countries, tsmieet protection, confidentiality
agreements and other contractual arrangementowitamployees, end-users and others to maintainarapetitive position. In particular, our
success depends, in part, on our ability, and biilgyaof our licensors, to obtain patent protectimr our and their products, technologies and
inventions, maintain the confidentiality of our atheir trade secrets and know-how, operate with@dtinging upon the proprietary rights of
others and prevent others from infringing uponanul their proprietary rights.

Despite our efforts to protect our proprietary tght is possible that competitors or other unartited third parties may obtain, copy, use or
disclose our technologies, inventions, process@nrovements. We cannot assure you that any oéwisting or future patents or other
intellectual property rights will not be challengéalvalidated or circumvented, or will otherwis@pide us with meaningful protection. Our
pending patent applications may not be grantedwanthay not be able to obtain foreign patents adpe applications corresponding to our
U.S. patents. The laws of certain countries, sscBlana, do not provide the same level of pateoitegtion as in the United States, so even if
we assert our patents or obtain additional paiern@hina or elsewhere outside of the United Statfective enforcement of such patents may
not be available. If our patents do not adequaiatyect our technology, our competitors may be &bleffer additive manufacturing systems,
consumables or other products similar to ours. @@unpetitors may also be able to develop simildmtetogy independently or design around
our patents, and we may not be able to detectrihathorized use of our proprietary technology ketappropriate steps to prevent such use.

If we attempt enforcement of our intellectual pnapeights, we may be (as we have been in the gastect or party to claims, negotiations or
complex, protracted litigation. Intellectual profyedisputes and litigation, regardless of merif) ba costly and disruptive to our business
operations by diverting attention and energies ahagement and key technical personnel, and byasitrg our costs of doing business . Any
of the foregoing could adversely affect our opegtiesults.

As our patents expire, additional competitors usiagr technology could enter the market, which cowéfer competitive printers an
consumables, require us to reduce our prices forr guoducts and result in lost sales. Competitonstrioduction of lower quality products
using our technology could also negatively affehetreputation and image of our products in the matklace.

Some of our patents have expired and others wplirexn coming years. Upon expiration of those ptteour competitors may introduce
products using the technology previously protettethe expired patents, which products may havetqwices than those of our products. To
compete, we may need to reduce our prices for thiamducts, which would adversely affect our revesyueargins and profitability.
Additionally, the expiration of our patents coutdluce barriers to entry into additive fabricatigatems, which could result in the reduction of
our sales and earnings potential. If competitonsguechnology previously protected by our expipadents were to introduce products of
inferior quality, our potential customers may view products negatively, which would have an adveiffect on our image and reputation anc
on our ability to compete with systems using otidlitive fabrication technologies.
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We may be subject to claims that we are infringimgisappropriating or otherwise violating the intelttual property rights of others.

Our products and technology, including the techggplihat we license from others, may infringe, mggapriate or otherwise violate the
intellectual property rights of third parties. Ratapplications in the United States and most atbentries are confidential for a period of time
until they are published, and the publication aicdiveries in scientific or patent literature typlicgags actual discoveries by several months ol
more. As a result, the nature of claims contaimeghipublished patent filings around the world i&nown to us, and we cannot be certain that
we were the first to conceive inventions coveremby patents or patent applications or that we wledirst to file patent applications cover
such inventions. Furthermore, it is not possiblirtow in which countries patent holders may chdosextend their filings under the Patent
Cooperation Treaty or other mechanisms. In additimmay be subject to intellectual property infement claims from individuals, vendors
and other companies, including those that haveieamjpatents in the fields of 3D printing or consbie production for the sole purpose of
asserting claims against us. In addition to patdringement claims, we may be subject to othegliattual property claims, such as claims
we are infringing trademarks or misappropriatiragler secrets. We may also be subject to claimsnglet the content on our websites,
including third-party content posted on our Thiregse.com website. Any intellectual property clainegardless of the merit or resolution of
such claims could cause us to incur significantsmsresponding to, defending and resolving suaims, and may prohibit or otherwise img
our ability to commercialize new or existing prothudResolution of such claims may, among othergghinequire us to redesign infringing
technology, enter into costly settlement or liceageeements on terms that are unfavorable to uggoire us to indemnify our distributors and
end-users Any infringement by us or our licensdrhe intellectual property rights of third partiesy have a material adverse effect on our
business, financial condition and results of openat

If we are unable to protect the confidentiality olr trade secrets or knc-how, such proprietary information may be used bihers to
compete against us, in particular in developing samables that could be used with our printing systein place of our proprietary
consumables.

We have devoted substantial resources to the dawelot of our technology, trade secrets, know-hosvaher unregistered proprietary rights.
While we enter into confidentiality and inventiossggnment agreements intended to protect suchsrighth agreements can be difficult and
costly to enforce or may not provide adequate réesdtiviolated, and we may not have entered intthsagreements with all relevant parties.
Such agreements may be breached and confiderfoatiation may be willfully or unintentionally disz$ed, or our competitors or other partie:
may learn of the information in some other way. @szlosure to, or independent development by napegitor of any of our trade secrets,
know-how or other technology not protected by @patould materially reduce or eliminate any corntipetadvantage that we may have over
such competitor.

This concern could manifest itself in particulatiwiespect to our proprietary consumables thatisee with our systems. Portions of our
proprietary consumables may not be afforded pgesiection. Chemical companies or other producéraw materials used in our
consumables may be able to develop consumablearthabmpatible to a large extent with our systemmgther independently or in
contravention of our trade secret rights and rdlagt®prietary and contractual rights. If such conahles are made available to owners of our
systems, and are purchased in place of our prapyiebnsumables, our revenues and profitability ldidwe reduced and we could be forced to
reduce prices for our proprietary consumables.

Risks related to operations in Israel

Our Israeli headquarters and manufacturing and othsignificant operations may be adversely affectedpolitical, economic and military
instability in Israel.

One of our dual corporate headquarters, as welll @ our PolyJet-related manufacturing and redeand development facilities, and some o
our suppliers, are located in central and soutlsael. In addition, many of our key employeesiceffs and directors are residents of Israel.
Accordingly, political, economic and military cotidins in Israel may directly affect our businesisi.c8 the establishment of the State of Israel
in 1948, a number of armed conflicts have takenelzetween Israel and its neighboring countrieg. Wastilities involving Israel or the
interruption or curtailment of trade between Isiaadl its trading partners could adversely affectamerations and results of operations. Durin
the winter of 2008-2009 and again in November 20dr2el was engaged in armed conflict with Hamansjlitia group and political party that
controls the Gaza Strip, and during the summe0662 Israel was engaged in an armed conflict wigalddllah, a Lebanese Islamist Shiite
militia group and political party. These confligtolved missile strikes against civilian targets/arious parts of Israel, including areas where
some of our manufacturing facilities are located] aegatively affected business conditions in Israey armed conflicts, terrorist activities or
political instability in the region, including theselated to the recent unrest in Syria, could emhlg affect business conditions and could harn
our results of operations and could make it moffécdit for us to raise capital. Parties with whame do business have sometimes declined to
travel to Israel during periods of heightened uhoegension, forcing us to make alternative areangnts when necessary in order to meet out
business partners face to face. In addition, mawi¢h whom we have agreements involving perforneandsrael may claim that they are not
obligated to perform their commitments under thegeeements pursuant to force majeure provisiosséh agreements due to the political or
security situation in Israel.
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Furthermore, many of our male employees in Isiaelyding members of our senior management, arigateld to perform one month, and in
some cases longer periods, of annual military wesduty until they reach the age of 45 (or older,ditizens who hold certain positions in the
Israeli armed forces reserves), and, in the eveatailitary conflict, may be called to active duty response to increases in terrorist activity,
there have been periods of significant call-upsiitary reservists, and some of our Israeli emplegy have been called up in connection with
armed conflicts. It is possible that there willdimilar large-scale military reserve duty call-uipshe future. Our operations could be disrupted
by the absence of a significant number of Isramipkyees or of one or more of our key Israeli erpés. Such disruption could materially
adversely affect our business and operations.

Our commercial insurance does not cover lossesthgtoccur as a result of an event associatedthatlsecurity situation in the Middle East.
Although the Israeli government is currently contetdtto covering the reinstatement value of direchdges that are caused by terrorist attack
or acts of war, we cannot assure you that this morent coverage will be maintained, or if maintaineill be sufficient to compensate us fL
for damages incurred. Any losses or damages indloyeour Israeli operations could have a matedaksse effect on our business. Any arme
conflicts or political instability in the region wdd likely negatively affect business conditionsigeally and could harm our results of
operations.

Your rights and responsibilities as a shareholdeitlle governed by Israeli law, which may differ some respects from the rights and
responsibilities of shareholders of U.S. companies.

We are organized under Israeli law. The rights msgonsibilities of the holders of our ordinaryr&saare governed by our amended and
restated articles of association and Israeli laesE rights and responsibilities differ in somgeess from the rights and responsibilities of
shareholders in typical U.S.-based corporationgalticular, a shareholder of an Israeli comparsydhduty to act in good faith toward the
company and other shareholders and to refrain &busing its power in the company, including, amotigr things, in voting at the general
meeting of shareholders on matters such as ameitsltoes company's articles of association, increasa company's authorized share cay
mergers and acquisitions and interested partyddimss requiring shareholder approval. In addjteoshareholder who knows that it possesse
the power to determine the outcome of a sharehefateror to appoint or prevent the appointment diractor or executive officer in the
company has a duty of fairness toward the compgngre is limited case law available to assist usniderstanding the implications of these
provisions that govern shareholders' actions. Thes@sions may be interpreted to impose additiatdigations and liabilities on holders of
our ordinary shares that are not typically imposedhareholders of U.S. corporations.

Provisions of Israeli law and our amended articlesay delay, prevent or otherwise impede a mergehwotr an acquisition of, our company
which could prevent a change of control, even whie terms of such a transaction are favorable toarsd our shareholders.

Israeli corporate law regulates mergers, requarddr offers for acquisitions of shares above §ipedhresholds, requires special approvals
transactions involving directors, officers or sfigant shareholders and regulates other mattetsihg be relevant to such types of
transactions. For example, a merger may not beucomated unless at least 50 days have passed feodath on which a merger proposal is
filed by each merging company with the Israel Regisof Companies and at least 30 days have péssadhe date on which the shareholder:
of both merging companies have approved the mehg@ddition, a majority of each class of secusitié the target company must approve a
merger. Moreover, a tender offer for all of a compaissued and outstanding shares can only beletedf the acquirer receives positive
responses from the holders of at least 95% ofstiged share capital. Completion of the tender el requires approval of a majority of the
offerees that do not have a personal interestdrnehder offer, unless, following consummationhaf tender offer, the acquirer would hold at
least 98% of the company's outstanding shareshé&umbre, the shareholders, including those whaatdd their acceptance of the tender ¢
may, at any time within six months following thengpletion of the tender offer, petition an Israeluc to alter the consideration for the
acquisition, unless the acquirer stipulated inateler offer that a shareholder that accepts ttee fay not seek such appraisal rights.
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Our amended articles impose an additional barmvi@atds a merger or acquisition of our companyhasg provide that our directors (other than
external directors and the unclassified directog)reot subject to election for the first two yefoowing the Stratasy©®bjet merger (that is, n
until our first annual general shareholder meetaligwing December 1, 2014), such that a poterg@juiror cannot replace our board of
directors at an annual general shareholder meatitigthat time). This could prevent a potentiadjaicor from receiving board approval for an
acquisition proposal that our board opposes.

Furthermore, Israeli tax considerations may makerg@l transactions unappealing to us or to oarediolders whose country of residence
does not have a tax treaty with Israel exemptirg flnareholders from Israeli tax. For example glstax law does not recognize téoee shar
exchanges to the same extent as U.S. tax law. M&iect to mergers, Israeli tax law allows fordakerral in certain circumstances but makes
the deferral contingent on the fulfillment of a nwen of conditions, including a holding period ofotwears from the date of the transaction
during which sales and dispositions of shares @fidirticipating companies are subject to certatriotions.

Moreover, with respect to certain share swap tretimss, the tax deferral is limited in time, andembsuch time expires, the tax becomes
payable even if no disposition of the shares hasroed.

These and other similar provisions could delayy@né or impede an acquisition of our company orraarger with another company, even if
such an acquisition or merger would be beneficialg or to our shareholders.

Exchange rate fluctuations between the U.S. doliard the New Israeli Shekel, the Euro and other r-U.S. currencies may negatively
affect the earnings of our operations.

We report our financial results and most of ouerawes are recorded in U.S. dollars. However, sobally all of the manufacturing, research
and development expenses of our Israeli operatamgiell as a portion of the cost of revenuesingelind marketing, and general and
administrative expenses of our Israeli operatians,incurred in New Israeli Shekels. As a resudt,are exposed to exchange rate risks thai
adversely affect our financial results. If the Nisnaeli Shekel appreciates against the U.S. doli#rthe value of the New Israeli Shekel
declines against the U.S. dollar at a time whendke of inflation in the cost of Israeli goods a®dvices exceeds the rate of decline in the
relative value of the New Israeli Shekel, thentth8. dollar cost of our operations in Israel wolldrease and our results of operations would
be adversely affected Our Israeli operations ataddchbe adversely affected if we are unable tootiffely hedge against currency fluctuations
in the future. We cannot predict any future treimdthe rate of inflation in Israel or the rate @wvaluation (if any) of the New Israeli Shekel
against the U.S. dollar. The Israeli rate of inflatamounted to 1.8%, 1.6%, and 2.2% for the yeaded December 31, 2013, 2012 and 2011,
respectively. The appreciation (devaluation) ofXteav Israeli Shekel in relation to the U.S. doanounted to 6.5%, 2.1% and (7.7)% for the
years ended December 31, 2013, 2012 and 2011 ctaspe.

We also have substantial revenues and expensear¢hdénominated in other non-US currencies (dttgr the New Israeli Shekel),
particularly the Euro. Therefore, our operatingutissand cash flows are also subject to fluctuatidme to changes in the relative values of the
U.S. dollar and those foreign currencies. Thesgtdlations could negatively affect our operatingihssand could cause our revenues and net
income or loss to vary from quarter to quarter tk@mmore, to the extent that our revenues incrigassgions such as Asia Pacific, where our
sales are denominated in U.S. dollars, a strengtyeri the dollar against other currencies couldkenaur products less competitive in those
foreign markets and collection of receivables ndiffecult.
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From time to time we engage in currency hedginiyitiels. These measures, however, may not adeguattetect us from material adverse
effects due to the impact of inflation in Israelfimm fluctuations in the relative values of theSUdollar and other foreign currencies in which
we transact business, and may result in a finatwsal such as Objet experienced in 2011. Foréduitiformation, please see “ltem 11.
Quantitative And Qualitative Disclosures About MetrRisk ” in this annual report.

Estimating our income tax rate is complex and sutj¢o uncertainty. Our estimates are furthermoredsd on the assumption that we w
continue to receive Israeli government tax benefitsrespect of our Israeli operations. If we do noteet several conditions for receipt of
those benefits, or if the Israeli government othaése decides to eliminate those benefits, they maydominated or reduced, which would
impact our income tax rate and increase our costs.

The computation of income tax expense (benefitbimplex because it is based on the laws of numeexirsy jurisdictions and requires
significant judgment on the application of compléghrules governing accounting for tax provisionder GAAP. Income tax expense (bene
for interim quarters is based on a forecast ofgboipal tax rate for the year, which includes foré#amoking financial projections. Such financ
projections are based on numerous assumptionsgding the expectations of profit and loss by judsdn. It is difficult to accurately forecast
various items that make up the projections, anti #eens may be treated as discrete accounting. pbesnof items that could cause variability
in our income tax rate include our mix of incomejiagsdiction, tax deductions for share option exge the application of transfer pricing
rules, and tax audits. Future events, such as elsangur business and the tax law in the jurigaistwhere we do business, could also affect
our rate.

One important assumption that goes into calculatfoour tax rate is the tax benefit that we recaéiveespect of some of our operations in
Israel, referred to as “Approved Enterprise” an@fiBficiary Enterprises,” under the Law for the Emagement of Capital Investments, 5719-
1959, or the Investment Law. Based on an evaluatidhe relevant factors under the Investment Liagluding the level of foreign (that is,
non-Israeli) investment in the company, we havereged that our effective tax rate to be paid withpect to all Israeli operations under these
benefit programs is 7 - 10%, based on the curralatnige of activity between our Rehovot, Israel Kirglat Gat, Israel facilities and the
available level of benefits under the law. If werdd meet the requirements for maintaining thesefiks, they may be reduced or cancelled
and the relevant operations would be subject &elscorporate tax at the standard rate, whicluiseatly set at 26.5%. In addition to being
subject to the standard corporate tax rate, weddoglrequired to refund any tax benefits that weetsdready received, plus interest and
penalties thereon. Even if we continue to meetehevant requirements, the tax benefits that owect “Approved Enterprise” and
“Beneficiary Enterprise” receive may not be conédun the future at their current levels or at lflthese tax benefits were reduced or
eliminated, the amount of taxes that we pay woildgly increase, as all of our operations would eopgntly be subject to corporate tax at the
standard rate, which may cause our global taxteelbe materially different than our estimates andld adversely affect our results of
operations. Additionally, if we increase our adigs$ outside of Israel, for example, via acquisitipour increased activities may not be eligible
for inclusion in Israeli tax benefit programs, ahdt could also adversely affect our global tar extd our results of operations.

The Israeli government may furthermore indepengeaitdgtermine to reduce, phase out or eliminate @gtthe benefit programs under the
Investment Law, regardless of whether we then fyufidr benefits under those programs at the timeictv would also adversely affect our
global tax rate and our results of operations.

Certain Israeli government grants that we receivied certain of our research and development actigg in Israel may restrict our ability to
transfer manufacturing operations or technology aitle of Israel, and failure to satisfy the conditie of those grants with respect to such
transfers may require us to pay penalties.

Our Israeli-based research and development effigete financed in part, in the past, through gréms we received from Israel's Office of the
Chief Scientist of the Ministry of Economy, or OCBrough 2006, Objet received approximately $1.tHani, which it repaid in its entirety
(including interest thereon) by the end of 2007twithstanding the full repayment of these OCS grawe nevertheless must continue to
comply with the requirements of the Israeli Law floe Encouragement of Industrial Research and Dpusnt, 1984, and related regulations,
or the Research Law, with respect to those pastgrivhen a company develops know-how, technologyaducts using OCS grants, the
terms of these grants and the Research Law reteidctansfer of such know-how, and the transfenahufacturing or manufacturing rights of
such products, technologies or know-how outsidisiafel, without the prior approval of the OCS. Tdfere, if aspects of our technologies are
deemed to have been developed with OCS fundingjitioeetionary approval of an OCS committee wowdddxuired for any transfer to third
parties outside of Israel of know-how or manufactyior manufacturing rights related to those aspetsuch technologies. We may not
receive those approvals. Furthermore, the OCS mapse certain conditions on any arrangement untdehwt permits us to transfer
technology or development out of Israel.
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The transfer of OCS-supported technology or know-batside of Israel may involve the payment of gigant amounts, depending upon the
value of the transferred technology or know-how, dmount of OCS support, the time of completiothefOCSsupported research project ¢
other factors. Furthermore, the consideration abé&lto our shareholders in a transaction involtivegtransfer outside of Israel of technology
or know-how developed with OCS funding (such aseager or similar transaction) may be reduced byamgunts that we are required to pay
to the OCS.

It may be difficult to enforce a U.S. judgment agest us and our officers and directors in Israel ¢thhe United States, or to serve process
our officers and directors.

We are organized in Israel. Most of our executiffeeers and directors reside outside of the Uniégtes, and most of our assets are located
outside of the United States. Therefore, a judgrobtdined against us or any of our executive offi@nd directors in the United States,
including one based on the civil liability provis®of the U.S. federal securities laws, may natdikectible in the United States and may nc
enforced by an Israeli court. It also may be diffidor you to effect service of process on thesespns in the United States or to assert U.S.
securities law claims in original actions instiwie Israel.
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Risks related to an investment in our ordinary shaes
If certain of our shareholders sell a substantiaumber of our ordinary shares, the market price afitoordinary shares could decline

Former MakerBot stockholders and certain MakerBopleyees may sell publicly ordinary shares thay thave received or may in the future
receive in connection with the MakerBot transactidnder the terms of the MakerBot merger agreenvemissued to the selling shareholders
at the closing of the MakerBot transaction on Audus 2013, 3,921,660 ordinary shares (after wilting certain shares for taxes), which
together constituted approximately 9.1% of ouréskand outstanding shares as of the closing datewing the issuance thereof) and which
may be sold immediately to the public. We may @&soe up to an additional 2.5 milli@ndinary shares to the selling shareholders ineetspf
periods through the end of 2014 pursuant to thedaf the MakerBot merger agreement, which mayubseqguently resold without restriction
(assuming that the related registration statentettvie filed remains in effect). Sales of a siguifit number of those shares in a short peric
time could have the effect of depressing the mapkiee of our ordinary shares.

The market price of our ordinary shares may be sedtj to fluctuation, regardless of our operating rdts and financial condition. As a
result, our shareholders could incur substantialdses.

The market price of our ordinary shares since that&ys-Objet merger has been subject to substflottuation. During 2013 and the early
part of 2014 (through February 14, 2014), our aadjrshares have traded at prices ranging from 3062. $136.46. It is likely that the price of
our ordinary shares will continue to be subjedubstantial fluctuation regardless of our operatagults or financial condition due to a nurr
of factors, including:

e whether we achieve the perceived benefits of thet&tys-Objet merger or other mergers or acquisitass rapidly or to the extent
anticipated by financial or industry analysts;

e whether the effects of the Stratasys-Objet mergetheer mergers or acquisitions on our businesspaospects are consistent with the

expectations of financial or industry analysts;

variations in our and our competitors' results pérations and financial condition;

market acceptance of our products;

the mix of products that we sell, and related sewithat we provide, during any period;

changes in earnings estimates or recommendatiossdwyities analysts;

development of new competitive systems and senligasthers;

our announcements of technological innovationsesy products;

delays between our expenditures to develop andehasgw or enhanced systems and consumables agdrikeation of sales from those

products;

developments concerning intellectual property sght

changes in the amount that we spend to developjracgr license new products, technologies or lassas;

changes in our expenditures to promote our produaisservices;

changes in the cost of satisfying our warrantygailons and servicing our installed base of systems

success or failure of research and developmeneq@opf the combined company or its competitors;

the general tendency towards volatility in the neaglrices of shares of technology companies; and

general market conditions and other factors, inalydactors unrelated to our operating performance.

These factors and any corresponding price fluatnatmay materially and adversely affect the mapkiee of our ordinary shares and result in
substantial losses being incurred by our sharehalde

Market prices for securities of technology compartisstorically have been very volatile. The marketthese securities has from time to time
experienced significant price and volume fluctuadidor reasons unrelated to the operating perfocmafany one company. In the past,
following periods of market volatility, public corapy shareholders have often instituted securitess@ction litigation. Such securities
litigation could result in substantial costs andedi the resources and attention of our manageframtour business.
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If equity research analysts do not publish resear@hreports about our business or if they issue ambrable commentary or downgrade o
ordinary shares, the price of the ordinary sharesutd decline.

The trading market for our ordinary shares reliepart on the research and reports that equityreseanalysts publish about our company an
its business. We do not have control over theskstiseand do not have commitments from them toandsearch reports about us. The pric
our ordinary shares could decline if one or mongitgqesearch analysts downgrades the ordinaryesharif those analysts issue other
unfavorable commentary or cease publishing re@rt&it our company or our business.

Our class A and class B directors are serving for iitial term of two years, and during that perioshareholders will be able to remove
them, elect directors or otherwise change the cosipon of the board of directors only under veryriited circumstances.

Under our amended and restated articles of asgmtiais amended at our 2013 annual general meetirlge amended articles, which govern
the rights of our shareholders, until December01L42 the second anniversary of the Stratasys-@igeger, our board of directors is separatec
into two classes plus one unclassified directochSwo-year period is referred to as the initiairteFour class A directors, including one
external director, have been appointed by the fodiget Ltd. board, and four class B directors hiagen appointed by the former Stratasys,
Inc. board. A ninth director, who is also a clasdifgctor and an external director, has been appdiny the former Stratasys, Inc. board,
subject to the approval of the former Objet Ltdatab The tenth, unclassified director was electedur shareholders at our 2013 annual
general meeting of shareholders. All class A doecand class B directors will serve as directonsng) the entire initial term, except for
external directors who will serve for terms of #aggars. The unclassified director will serve uthii next annual general meeting of
shareholders. Accordingly, during the initial terooy shareholders will elect only the unclassifilséctor at our annual general meeting of
shareholders.

During the initial term, a class A or class B ditganay be removed only either for cause by thenimaus vote of the other directors of his or
her class, or under certain other limited circumsés under the Companies Law. The provision o&thended articles establishing the
classified board of directors during the initiainhecan be amended only by the unanimous vote aditleetors and the approval of 75% of the
voting power of our shareholders. Furthermore pifoision of the amended articles regarding remov¥adlirectors may be amended only upon
the approval of 75% of the voting power of our sthailders. Accordingly, it is unlikely that holdersour ordinary shares will generally be &

to remove any directors or elect any directorseothan the unclassified director or otherwise ¢leatime composition of our board of directors
during the initial term, even if such holders passa majority of the voting power of our sharehdde
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Raising additional capital by issuing securities naause dilution to our shareholder

We may need or desire to raise substantial capitale future. Our future capital requirements d#ipend on many factors, including, among
others:

the extent to which we acquire or invest in busiees products or technologies and other stratetationships;

our degree of success in capturing a larger podfadditive manufacturing demand;

the costs of establishing or acquiring sales, nmamgend distribution capabilities for our prodycts

the costs of preparing, filing and prosecuting pagpplications, maintaining and enforcing our &$spatents and defending intellectual
property-related claims; and

e the costs of financing unanticipated working cdpiguirements and responding to competitive pressu

If we raise funds by issuing equity or convertitbt securities, it will reduce the percentage oglmp of our then-existing shareholders, and
the holders of such new securities may have rigineferences or privileges senior to those posddsseur then-existing shareholders.

We do not anticipate paying any cash dividendslie foreseeable future. Therefore, if our share peidoes not appreciate, our shareholders
may not recognize a return, and could potentiallyffer a loss, on their investment in our ordinanhares.

We intend to retain all available funds and anuifetearnings to fund the development and growttuobusiness. As a result, capital
appreciation, if any, of our ordinary shares wélibvestors' sole source of a return on their itnaest for the foreseeable future.

Even if we decide to pay dividends on our ordinatyares, we may be restricted from doing so or payheé such dividends may hax
adverse consequences for our company.

Under the Companies Law, dividends may only be paidbf our profits and other surplus funds (asrdef in the Companies Law) as of the
end of the most recent year or as accrued overi@dpef the most recent two years, whichever amdsigteater, provided that there is no
reasonable concern that payment of a dividendpséent us from satisfying our existing and foredde obligations as they become due. In
the event that we do not meet the profit and ssrfulads criteria, we can seek the approval of eaeliscourt in order to distribute a dividend.
The court may approve our request if it is convehteat there is no reasonable concern that the eatyaf a dividend will prevent us from
satisfying our existing and foreseeable obligatianshey become due. Due to the acquisition metfiadcounting utilized for the Stratasys-
Objet merger under GAAP, pursuant to which we vekremed to have acquired Objet's assets, we will isignificant annual amounts of
depreciation and amortization expense in respeittasfe assets (see note 2 to our consolidatedcfalastatements appearing in this annual
report for more information on the method of acdmmfor the Stratasys-Objet merger). These sigaift annual expenses under GAAP mighi
reduce or eliminate our profits and surplus furslsetermined under the Companies Law, and, heregy@strict our ability to pay dividends
(absent court approval).

We are furthermore restricted from distributingidands under the terms of our credit agreementelated agreements that we entered into il
November 2013 with Bank of America and the othadrs party thereto. S“Risks related to our business and financial coonit
Covenants in our credit agreement may restrichosiness in many ways” for more information.

In general, the payment of dividends may also lgestito Israeli withholding taxes. In additioncheise we receive certain benefits under the
Israeli law relating to "Approved Enterprise" arigeheficiary Enterprise”, our payment of dividendst(of tax-exempt income) may subject us
to certain Israeli taxes to which we would not ottiee be subject. See “Risks related to our opamatin Israel—The government tax benefits
that we currently receive require us to meet sévenaditions and may be terminated or reduced énftture, which would increase our costs.”
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We are a foreign private issuer under the rules arafjulations of the Commission and are thereforeeexpt from a number of rules under
the Exchange Act and are permitted to file lessanhation with the Commission than a domestic U.8porting company, which will reduc
the level and amount of disclosure that you receive

As a foreign private issuer under the Exchange Wetare exempt from certain rules under the Excéagy, including the proxy rules, which
impose certain disclosure and procedural requirésrfen proxy solicitations. Moreover, we are najuied to file periodic reports and
financial statements with the Commission as fretjyem as promptly as domestic U.S. companies wsitturities registered under the
Exchange Act; and are not required to comply wigdg&ation FD, which imposes certain restrictiongtmselective disclosure of material
information. In addition, our officers, directorsdaprincipal shareholders are exempt from the tempand “short-swing” profit recovery
provisions of Section 16 of the Exchange Act arartiles under the Exchange Act with respect ta fhaichases and sales of our ordinary
shares. Accordingly, you receive less informatibowt our company than you would receive about aedtimU.S. company, and are afforded
less protection under the U.S. federal securidesIthan you would be afforded in holding secwsitéa domestic U.S. company.

As a foreign private issuer, we are also permitsadi, have begun, to follow certain home countrpomate governance practices instead of
those otherwise required under the Listing RulethefNASDAQ Stock Market for domestic U.S. issud¥® have informed NASDAQ that we
follow home country practice in Israel with regaod among other things, composition of our boardicdctors (whereby a majority of the
members of our board of directors need not be fieddent directors,” as is generally required fandstic U.S. issuers), director nomination
procedure and approval of compensation of offidergddition, we have opted to follow home counény instead of the Listing Rules of the
NASDAQ Stock Market that require that a listed camp obtain shareholder approval for certain dikigwents, such as the establishmel
amendment of certain equity-based compensatiors péamissuance that will result in a change of rbitf the company, certain transactions
other than a public offering involving issuancesad0% or greater interest in the company, anaicesaicquisitions of the stock or assets of
another company. Following our home country goveceapractices as opposed to the requirements thatvwtherwise apply to a United
States company listed on The NASDAQ Global Seleatkdt may provide our shareholders with less ptime¢han they would have as
shareholders of a domestic U.S. company.

Our status as a foreign private issuer is subfeantannual review and test, and will be testeihagmof June 30, 2014 (the last business day
our second fiscal quarter of 2014). If we lose status as a foreign private issuer, we will no Emlge exempt from such rules. Among other
things, beginning on January 1, 2015, we woulddggiired to file periodic reports and financial etaénts as if we were a company
incorporated in the U.S.

If we are unable to satisfy the requirements of 8en 404 of the Sarbane«Oxley Act of 2002, or the Sarbanes-Oxley Act, syt apply to a
foreign private issuer, or if our internal controlsver financial reporting are not effective, theliability of our financial statements may b
guestioned and our share price may suffer.

We are subject to the requirements of Section 4@deoSarbanes-Oxley Act, or Section 404, whichunexg a company that is subject to the
reporting requirements of the U.S. securities liavsonduct a comprehensive evaluation of its amdubsidiaries' internal controls over
financial reporting. To comply with this statutee wre required to document and test our internatrabprocedures, and beginning with the
filing of this annual report, our management isuiegd to assess and issue a report concerningitarnal controls over financial reporting. In
addition, our independent registered public acdagrfirm is required to issue an opinion on theeefiveness on our internal control over
financial reporting pursuant to Section 404. Thasdters were first tested in connection with thiedi of this annual report with the
Commission. With regards to MakerBot's internaltomis over financial reporting, we have electeddhe year exemption available under
Section 404 for acquisitions, such that those ctstrill not be subject to the Section 404 repaytimtil the filing of our annual report on Fo
20-F for 2014 with the Commission in 2015.

We have prepared for compliance with Section 404tlengthening, assessing and testing our systémteshal controls to provide the basis
for our management's report. The continuous proakessengthening our internal controls and commyivith Section 404 is complicated and
time-consuming. As our business continues to graernationally, our internal controls will becomem complex and will require
significantly more resources and attention to emsat they remain effective overall. Over the seuf testing our internal controls, our
management may identify material weaknesses offisigmt deficiencies, which may not be remediea itimely manner on an ongoing basis.
If our management cannot favorably assess theteff@ess of our internal controls over financiglaging, or if our independent registered
public accounting firm identifies material weakrnes our internal controls, investor confidenceum financial results may weaken, and our
share price may suffer.
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If we are classified as a passive foreign investieompany, or PFIC, our U.S. shareholders may suffelverse tax consequence

Generally, if for any taxable year, after applyoegtain look-through rules, 75% or more of our gris&ome is passive income, or at least 50%
of the value of our assets are held for the pradnaif, or produce, passive income, we may be dbaraed as a PFIC for U.S. federal income
tax purposes. Passive income for this purpose gbyércludes, among other things, certain dividgridterest, royalties, rents and gains from
commodities and securities transactions and fraséie or exchange of property that gives riseatisipe income. If we are a PFIC, gain
realized by a U.S. shareholder on the sale of alinary shares may be taxed as ordinary incombdrahan as capital gain income), and an
interest charge added to the tax. Rules similénase applicable to the taxation of gains realmedhe disposition of our stock would apply to
distributions exceeding certain thresholds.

Although we do not believe that we were a PFICO%2 we cannot assure you that the IRS will agrigle tvat conclusion or that we will not
become a PFIC in 2014 or in a subsequent yearteste for determining PFIC status are applied dhnwand it is difficult to make accurate
predictions of our future income and the futurareabf our assets. U.S. shareholders should conghltheir own U.S. tax advisors with
respect to the U.S. tax consequences of investingi ordinary shares. For a discussion of how vwghtibe characterized as a PFIC and
related tax consequences, please see Item 10.Hjtiéwhl Information—Taxation—U.S. Federal IncomaxTConsiderations—Tax
Consequences if We Are a Passive Foreign Invest@amipany” in our 2012 Annual Report.

ITEM 4. INFORMATION ON THE COMPANY.
A. History and Development of the Company

Our legal and commercial name is Stratasgls Bnd we are the product of the 2012 mergewofli€ading additive manufacturing
companies, Stratasys, Inc. and Objet Ltd. Strajdsgswas incorporated in Delaware in 1989, angeOltd. was incorporated in Israel in
1998, under the name Objet Geometries Ltd., whiak ghanged in 2011 to Objet Ltd. On December 12 20t two companies completed the
Stratasys-Objet merger, pursuant to which Strafdsgsbecame an indirect, wholly-owned subsid@pbjet Ltd., and Objet Ltd. changed its
name to Stratasys Ltd. Also, as part of that tretisa, the ordinary shares of Stratasys Ltd. wisted on the NASDAQ Global Select Market
under the trading symbol “SSYS”, in place of ttstitig of the common stock of Stratasys, Inc., whial also traded under that symbol. On
August 15, 2013 we acquired Cooperation Technoggsporation, or MakerBot, which was the direct paompany of MakerBot Industrie
LLC, a leader in desktop 3D printing, and which edrand operated Thingiverse.com, a website deditathe sharing of user-created digital
design files. The business of MakerBot (includirgrigiverse.com) is now operated by a subsidiargusfcompany.

We have dual headquarters. One of our twjpal places of business is located at 7665 Coroené/ay, Eden Prairie, Minnesota, and
our telephone number there is (952) 937-3000. @gistered office and our other principal place uwdibess is located at 2 Holtzman Street,
Science Park, P.O. Box 2496, Rehovot 76124, Iseael our telephone number at that office is (+972)f45-4314. Our agent in the United
States is S. Scott Crump, our Chairman of the Boghtbse address is c/o Stratasys Inc. at the agldfexur Eden Prairie, Minnesota
headquarters. Our World Wide Web address is wwatastys.com. The information contained on that viteb(sr on our other web sites,
including www.objet.com) is not a part of this aahteport. As an Israeli company, we operate utieprovisions of Israel’'s Companies Law
5759-1999.

In 2013, 2012 and 2011, our capital expemdg amounted to $ 50.1 million , $15.1 million &%b.7 million, respectively, of which33.3
million, $12.1 million and $12.8 million, respeatly, related to the purchase of fixed assets farufecturing or engineering development
equipment, tooling, leasehold improvements andtpiisition of computer systems and software apptins. These expenditures included in
2011 $39.1 million in cash paid in the acquisitairSolidscape, Inc., a manufacturer of high precisS8D printers and a proven leader in
investment casting applications that require uiima-feature detail.

Our principal capital expenditures curreritiyprogress are for facility expansion, reseanuth development, manufacturing equipment anc
information technology, for both our Rehovot, Idraed Eden Prairie, Minnesota headquarters. Thasenglitures are being financed intern:
from working capital.
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B. Business overview

We are a leading global provider of additive mantfeing, or AM, solutions for the creation of pautsed in the processes of designing and
manufacturing products and for the direct manufactd end parts. Our solutions are sold under diggmds, with products ranging from entry-
level desktop 3D printers to systems for rapid @ygiing, or RP, and large production systems foealidigital manufacturing, or DDM, and
related services offerings. We also develop, marufa and sell materials for use with our systaes.believe that the range of more than 13(
3D printing consumable materials that we offehis widest in the industry. Our services offeringdiude professional services as well as paic
parts (provided printed parts).

AM, which is also referred to as 3D printing, iarisforming prototype development manufacturing @sses and is displacing certain segmen
of traditional, or subtractive, manufacturing metblmgies such as metal extrusion, computer-coetiathachining and manual modeling
techniques. With respect to product design andpypé development, 3D printing significantly impesvthe design process, reduces the time
required for product development and facilitatesativity, while keeping the entire design proceshause. 3D printing also enables the direct
manufacture of parts that are subsequently incatpdrinto a user's end product. In addition, mastufars are increasingly using 3D printing
systems to produce manufacturing tools and fixttlvasaid in their production and assembly proceséthile 3D printing has historically been
focused on design and manufacturing applicatioBspidnting is beginning to show signs of broadeogtibn with the growth of entry-level
desktop 3D printers.

We offer a broad range of systems, consumablesemvites for additive manufacturing. Our wide ran§solutions, based on our proprietary
AM technologies and production materials, enhaheeability of designers, engineers and manufaciucer

visualize and communicate product ideas and designs

verify the form, fit and function of prototypes;

manufacture tools, jigs, fixtures, casts and inggctmolds used in the process of manufacturing moducts;
manufacture customized and short-run end-produote efficiently and with greater agility; and

produce objects that could not otherwise be manuifad through subtractive manufacturing methodasgi

Our product portfolio consists of four series of Aylstems and the consumables used in those sySibase series are the MakerBot desktop
series, the Idea Series, the Design Series, arférdtuction Series. Collectively, this portfoliders a variety of performance options for our
customers, depending on their desired applicatisiwell as on the nature and size of the desigoftypes or end-products they seek to
produce. Our wide range of systems allows us teraftir customers systems at a number of differéoé points, depending on the features
that our customers desire.

Our products and services are used in differenliGgipns by customers in a broad array of vericaicluding aerospace, automotive, dental
and jewelry. Our customers range from individuald amaller businesses to large, global enterpréseswe include a number of Fortune 100
companies amongst our customers.

As of December 31, 2013, on a pro forma basis dinlysales by MakerBot, we have sold approximafél18 systems globally, including
approximately 40,5580ld by MakerBot. We benefit from recurring revesnfirom the sale of resin and plastic consumabldstaa provision ¢
related services. We provide products and sert@esir global customer base through our officetheUnited States, Germany, Italy, Brazil,
Japan, China, Hong Kong and Israel, as well asufirmur worldwide network of more than 280 agents resellers. Additionally, through our
MakerBot acquisition, we have added an online sehesnel. We have more than 1,800 employees andnhate than 550 granted or pending
patents internationally.

Industry overview

Historically, prototype development and customigeghufacturing have been performed by traditionghogs using metal extrusion,
computer-controlled machining and manual modeleahiques, in which blocks of material are carvethitied into specific objects. These
subtractive manufacturing methodologies have nunlimitations. They often require specialist teclans and can be time and labor-
intensive. The time intensity of traditional moaegjican leave little room for design error or sulsed redesign without meaningfully
impacting a product's time-to-market and develofreest. As a result, prototypes have traditionbign created only at selected milestones
late in the design process, which prevents desiginem truly visualizing and verifying the desigham object in the preliminary design stage.
The inability to iterate a design rapidly hindedadlaboration among design team members and otakelsblders and reduces the ability to
optimize a design, as time-to-market and optimizabiecome necessary trade-offs in the design pgoces
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AM addresses the inherent limitations of traditiomadeling technologies through its combinatiorfwfctionality, quality, ease of use, speed
and cost. AM can be significantly more efficientiaffective than traditional model-making technigifier use across the design process, fron
concept modeling and design review and validatiofif and function prototyping, pattern making aodling, to direct manufacturing of
repeatable, cost-effective parts, short-run partsastomized end products. Introducing 3D modediadier in the design process to evaluate
fit, form and function can result in faster timertarket and lower product development costs.

For customized manufacturing, 3D printers elimirthteneed for complex manufacturing set-ups andaethe cost and lead-time associated
with conventional tooling. DDM involves the use3i production systems for the direct manufacturpasts that are subsequently
incorporated into the user's end product or manufexy process. DDM is particularly attractive ippdications that require short-run or low-
volume parts or rapid turn-around, and for whiablity would not be appropriate due to small voluni2idM also enables the production of
objects that have been topologically designedgesighed on the basis of a computerized determmafiavhere to place the key component
the object and how to connect them, a processsluygnerally unavailable using conventional subtivaananufacturing methodologies.

The first commercial 3D printers were introducedha early 1990s, and since the early 2000s, 3fiipg technology has evolved significan

in terms of price, variety and quality of materjascuracy, ability to create complex objects, edaese and suitability for office environments.
3D printing is already replacing traditional prgteé¢ development methodologies across various indastuch as architecture, automotive,
aerospace and defense, electronics, medical, faofw@ys, educational institutions, government entértainment, underscoring its potential
suitability for an even broader range of industrigdditionally, 3D printing has created new appiicas for model-making in certain new
market categories, such as: education, wheredtistits are increasingly incorporating 3D printingoi their engineering and design course
programs; dental and orthodontic applications, @3 printed models are being used as replacerfaraditional stone models, implants
and surgical guides and for crowns and bridgesdsting; and jewelry, where 3D printers are beisgduto produce custom-designed pieces o
jewelry. Furthermore, 3D printing is being usedrany industries for the direct digital manufactgrof enc-use parts.

Desktop 3D printer usage has shown rapid growtth thie introduction and adoption of affordable gével 3D printers and increased
availability of content. These entry-level deskfters are driving substantially increased masddzption. We expect that the adoption of 3L
printing will continue to increase over the nextexal years, in terms of design applications, @endhe hand, and DDM applications, on the
other hand. We believe that the expansion of thkkebavill be spurred by increased proliferatior3@f content and 3D authoring tools (3D
CAD and other simplified 3D authoring tools), adivas increased availability of 3D scanners. We dslieve that increased adoption of 3D
printing will be facilitated by continued improvents in 3D printing technology and greater affordigbof entry-level systems.

Stratasys solutions
Range of solutions

We offer a broad range of systems, consumableseamites for additive manufacturing. Our solutiadsliress our customers' needs for 3D
printing, including printing systems, a compatib&anner, consumables, software, paid parts andgsiohal services, and 3D content.

Our solutions allow our end-users to print 3D otgebat enhance their ability to visualize, veafyd communicate product designs, thereby
improving the design process and reducing time-toket. Our systems create visual aids for conceygtaling and functional prototyping to
test fit, form and function, permitting rapid evation of product designs. Using presentation model®loped with our systems, designers an
engineers can typically conduct design reviewsidedtify potential design flaws and improvementfobe incurring significant costs due to re-
tooling and re-work, allowing them to optimize asidm rapidly and costffectively. These modeling and prototyping proesssan furthermo
now be "jumpstarted"” via the use of our 3D scarfimeour MakerBot systems, which enables the creatfoa 3D file by simply scanning an
actual 3D object.
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Our systems also aid in the communication of id#herwise communicated in abstract or 2D media.example, a model produced with our
systems may be used as a sales tool, as a mopiettatisplay or simply for use in conducting a fecuoup. It may also be used for
collaboration in the product design and manufactudycles at multiple locations more quickly, efmadplvisualization, touch and feel, which
can be critical to the product evaluation or salesess.

Our solutions also empower our end-users to engaD®M via the use of our systems for the quick affitient direct manufacture of parts
that are subsequently incorporated into the usslsufacturing processes or end product. For instana solutions enable the production of
manufacturing tools, jigs, fixtures, casts anddtig molds that aid in the customer's productiod assembly process. DDM is also
particularly attractive in applications that requéhort-run or low-volume parts that require rapish-around, and for which tooling would not
be appropriate due to small volumes, such as danthjewelry applications. Our solutions also eedbé production of objects that generally
could not otherwise be manufactured through sutieamanufacturing methodologies.

Range of technologies and differentiating facto

Our solutions are driven by our proprietary teclhg@s, brought together through the combinatioawfconstituent companies, each of which
was a leader in the AM industry. We hold more tB&60 granted or pending patents internationally, andAM systems utilize our patented
FDM® and inkjet-based PolyJet™ technologies to én#ie production of prototypes, tools used fordaietion and manufactured goods
directly from 3D CAD files or other 3D content. Videlieve that our broad range of product and semifaxings, sold under eight different
brands, is a function of our AM technology lead@rsh

A key attribute of our FDM® technology is its abjlto use a variety of production grade thermojdastilding materials that feature surface
resolution, chemical and heat resistance, colat,raachanical properties necessary for productidargdtional prototypes and parts for a
variety of industries with specific demands anduisgments. Use of these materials also enablesrtariction of highly durable end parts as
well as objects with soluble cores for the manufeeebf hollow parts, the manufacture of which werreviously dependent on slower and more
expensive subtractive manufacturing technologies.

We believe that this technology is differentiatgdabnumber of factors that make it appropriate3f@rprinting and DDM. These factors
include:

the ability to use FDM® systems in an office enwiment due to the absence of hazardous emissions;
the relative absence of post-production processing;

minimal material waste;

better processing and build repeatability;

ease of use, minimal system set up requirements;

no need for costly replacement lasers and lasés;zard

a high degree of precision and reliability.

We believe our 3D inkjet-based printing technol@gprimarily differentiated from other competingt@ologies in its ability to scale and
deliver high-resolution and multi-material printirig color. Our easy-to-use, high-speed 3D PolyJptiifters create high-resolution, smooth
surface finish models that have the look, feel fumdtionality of the final designed product. Weeasfa wide variety of office-friendly resin
consumables, including rigid and flexible (rubbi&e) materials and bio-compatible materials for mabapplications. Using our PolyJet™
Matrix technology, our solutions also offer they8D printing systems that deposit multiple matsr&multaneously. This enables users, in a
single build process, to print parts and assembtiade of multiple materials that each retain tHatinct mechanical and physical properties.
For example, users can print objects with bottdragid flexible portions in a single build, or mikferent base colors in order to achieve
desired color tone. The PolyJet™ Matrix technolafpo enables on-demand mixing of a wide varietsesins to create a wide range of pre-
defined Digital Materials, which are composite miate with modified physical or mechanical and cqdcoperties that result from the
combination of multiple materials.

30




Our PolyJet inkjet-based technology is alsmently distinguished by its ability to offer trgparent material printing in an office
environment system. Transparency is a desiredreatithe design and engineering phases of pratkwalopment and is applicable in
automotive, consumer products and consumer eléctrofihe main applications are lighting componetutising and piping, package
optimization, and fluid analysis.

We also offer Smooth Curvature Printing, or SCRrritoplastic ink-jetting technology through our 88icape brand to produce wax-like
patterns for lost-wax casting/investment casting mold making applications. The SCP printer creatdisl 3D parts through an additive,
layer-by-layer process, using our SCP thermoplaskigetting technology and high-precision milliog each layer. The parts produced are
extremely high resolution with very precise detaitgl fine surface finish, making our SCP systemsuited for DDM.

We offer more than 130 proprietary materials for 8D printers, which we believe is the widest ranfienaterials in the industry.
Customers

We have a diverse set of customers worldwide, wnitlsingle customer or group of affiliated custommeysany individual sales agent or group
of affiliated sales agents accounting for more th@% of our sales in 2013, 2012 or 2011. Our sohstiare used across a wide array of
applications in a variety of different industries.

Some of the industries that our solutions are useand selected related customers, are:

Aerospace: Boeing, Cessna Aircraft, NASA

Apparel: Adidas Group, Burton Snowboards, Dolce &@ana, Nike

Automotive: BMW, Ford Motor Company, Hyundai, HarHBavidson, Honda, Toyota, Volkswagen
Consumer: Black & Decker, Graco

Defense: Lockheed Martin, US Army Depots, US NalgeEFReadiness Center

Electronics: Dell, Hewlett Packard, Intel, Mitsutiig€lectronics, Philips, Pioneer Speaker, Xerox
Heavy Equipment: Toro

Manufacturing: General Electric

Medical: Boston Scientific, Medtronic-Sofamar Dang8k Jude Medical

Toys: Hasbro

Additional industries we serve include architectatental, educational institutions and jewelry.
Our competitive strengths
We believe that the following are our key competitstrengths:

e Differentiated product offerings with superior modd quality. Our portfolio of 3D printing systems is differertiéd through a combinatic
of superior printing qualities, accuracy, print egethe ability to print a range of materials widrying levels of strength, chemical and heat
resistance, color and mechanical properties, thigyao print multiple materials simultaneously dsuitability for office environments. Our
offering spans the spectrum from entry-level dgsktonters to high-end solutions for complex opierat. Our FDM-based systems enable
highly precise printing of 10 different durable thmplastic materials, enabling a wide range of DBlications with little or no post-
production processing. Our PolyJet inkjet-basetesys jet ultra-thin layers of material that enadbtmificant accuracy, high resolution and
smooth finish to printed models. For use with theggtems we offer a wide variety of office-friendgsin consumables, including rigid,
flexible (rubber-like), transparent and color mitkst We believe we offer the only printing systtrat utilizes the simultaneous jetting of
three materials to enable end-users to print moaifsrigid, flexible and color materials, in vidtlly unlimited combinations, in a single
build. Our SolidScape SCP thermoplastic ink-jettiaghnology offers high-precision milling of eadtinped layer, enabling extremely high
resolution with precise details and fine surfacésfi.

e Proprietary technology platforms with multidiscipli nary technological expertiseWe believe that our proprietary 3D FDM and 3D ittkje
based PolyJet printing engines offer end userseheatility and differentiated features necessanafwide variety of current and potential
applications. We combine our proprietary hardwdagfgrms, featuring widely-deployed inkjet printeeads or easy-to-use extrusion heads
with integrated software and more than 130 progrneinaterials to develop and produce leading 3Btipg systems. This allows us to offer
a spectrum of 3D printers and printing systemsasying features, capacities and price points, armdigrate the advanced features of our
high-end products to our entry-level products wgtbater efficiency. Our 3D printing solutions integ innovations in a wide range of
scientific disciplines, such as physics, chemisind mechanical and electrical engineering, as asefloftware development. We have madt
significant investments in developing and integmgtiechnologies into our hardware platform, sofenand proprietary consumables. We
believe that we have a strong base of technologykimow. Our patent portfolio consists of more tta&0 granted or pending patents
internationally. We believe that we have a culiirénnovation, and we expect to continue to enhanaesolutions both to further drive
market adoption of 3D printing and to broaden oarkat reach.
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e Large and growing installed baseOur differentiated offerings have led to a largd gmowing installed base. As of December 31, 20143,
a pro forma basis including sales by MakerBot, weehsold approximately 75,818 systems globallylugliog approximately 40,55€old by
MakerBot. The significant installed base has reslih greater distribution reach and enhanced d¢ppities for cross selling, given the
significantly broadened and complementary prodéferings. It furthermore presents us with an oppoitlyy to generate recurring revenues
from sales of consumables to the installed base.

e Leading position in desktop 3D printing.With the recent acquisition of MakerBot, we haveaxded our solutions for 3D printing,
encompassing accessible desktop 3D printers angrislatand leading content creation and sharingtisols. We believe that this category
is poised for significant growth driven by broadeioption of 3D printing and an increase the in neindd applications where 3D printing is
used. We believe our installed base, brand awaseares portfolio of solutions in this category piosis us well to capitalize on the
continued growth of this category.

e Diverse, global customer basaVe have a broad customer base, ranging from globaket leading brands to small businesses and
professionals and individuals. Our end-users irelcmmpanies across a wide range of industries pplitations, including automotive,
aerospace, architecture, consumer products, edanahtnstitutions, defense, medical analysis, meddigstems, electronics, and heavy
equipment. Our clients include: aerospace compauiels as Boeing and Cessna; apparel companieasi®irton Snowboards and Dolce
& Gabbana; automotive industry participants sucBM&V, Ford and Volkswagen; consumer goods compasieh as Black & Decker,
Dell and Philips; toy companies such as Hasbrolagmb; medical equipment companies such as Bostmmt# and St. Jude Medical; and
sporting goods companies such as the Adidas GradiNike.

e Extensive global reachWith more than 280 channel partners around thedyaré are well-positioned to leverage the extenga@graphic
reach of our marketing and sales organization teeseustomers and grow awareness of 3D printindgrRférand DDM. The merger between
Stratasys and Objet has already resulted in grdagibution reach and enhanced opportunitiexfoss selling into our combined
company's installed base, given the significantbabened and complementary product offerings thgengroduced. In addition, through
the MakerBot transaction we have added an onlites shannel.

e Experienced management teaniThe combination of Stratasys and Objet, and theeqloent acquisition of MakerBot, has further
strengthened our industry experience and our chiyatoi run larger organizations. Additionally, ourcreased size has allowed us to attract
talent with large-company experience. Our managémeam has a proven track record of leadershiprantelieve they are well positioned
to continue to drive growth in our business.

Our growth strategy
The key elements of our strategy for growth incltleefollowing:

e Identifying new vertical applications for our proprietary 3D printing technologies.We believe that the proliferation of 3D content,
advancements in AM technology platforms and thedhiction of improved materials will continue tawdr growth in 3D printing. We
intend to invest in the identification of new apgliions (especially DDM applications) for which guoprietary printing technologies and
materials are appropriate. In addition, we seekviit niche applications where AM can provide safitsl value, and develop a
comprehensive solution to address these opporanii/e also intend to encourage existing and gdatentstomers to identify new
applications in part by increasing awareness ofghtures of our technology and product offerings.
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Driving further adoption through desktop systems.We expect to drive market adoption through incrdasdes of our desktop systems.
These systems are expected to penetrate a broddrgaty untapped addressable market, targetingdl si@sign teams within large
organizations, small and medium-sized businessgéndividuals. We expect to leverage our growingngiverse community to accelerate
adoption. We expect to incorporate certain addiideatures of our high-end series of printers ouo entry-level series over time.

Leveraging our global reach to expand the customdrase and further penetrate existing customerdVe have a network of more than
280 resellers and selling agents around the wardideagrowing online channel. We will seek to inseethe penetration of our existing
customer base by enabling customers to streamlirghpsing processes and by increasing cross-sélliogur installed base. We intend to
reach new customers and increase sales to exatstgmers by providing access to new solutionsatidtess customers' specific needs. A:
part of this strategy we intend to grow awarendsDoprinting solutions for RP and DDM and to deyindustry specific sales channels a:
part of our effort to commercialize a broader ranfjpew DDM applications. Additionally, we expeotdignificantly expand our online
presence and leverage our retail channel.

Maintaining and extending our technology leadOur multidisciplinary technological leadership,eagdenced by our more than 550
granted or pending patents internationally, underpiur proprietary hardware, integrated softwarckrange of more than 130 3D printing
materials. We will seek to extend our technologaagabilities by continuing to invest in our R&fats, which focus on enhancing our 3D
PolyJet printing and FDM technologies as well agetlgping new innovative solutions for 3D printirig.addition, we will continue
developing consumables that offer an even broauay af physical, mechanical and aesthetic propgrthereby broadening user
applications. We believe that by enhancing our Akhnological capabilities and by developing antbihticing new materials for our 3D
printing and production systems, we will be ablénrease both the size of, and our share of, thpriting marketplace.

Continuing servicing our installed baseToday our company has the largest AM solutionsailed base in the industry. We consider the
relationship with our customers to be a valuabtegsas reflected in our customer satisfactionestgvWe plan to continue nurturing these
relationships to enhance the intimacy with our @omrs, which will allow us to address their neeelgdr through innovative and holistic
prototyping and manufacturing solutions of printengl materials, AM printed parts service and adedmrofessional services.

Growing through complementary acquisitions.We intend to selectively pursue acquisitions toagxpour product offerings and
penetration. Accordingly, we may consider acquissi and investments in order to effect and acdelenar other growth strategies. Our
recent acquisition of MakerBot exemplifies thisagtgy.

Products and services

Our product portfolio consists of four series of Aylstems and the consumables used by those sy€emgroduct series are the MakerBot
desktop series, the Idea Series, the Design Saridshe Production Series. We sell seven diffdveamds across these product series:
MakerBot, Mojo, uPrint, Dimension, Objet, FortusigBolidScape. Collectively, this portfolio of prads offers a broad range of performance
options for users, depending on their desired apfdin, as well as on the nature and size of tisggds, prototypes or ertoducts they seek
produce. Our products are available at a varietiféérent price points and include entry-level ktep 3D printers, a range of systems for RP,
and large production systems for DDM. We also offeange of more than 130 3D printing materiale parformance of our different systems
varies in terms of capabilities which are relaethie following features:

print speed;

resolution;

materials;

resin cartridge capacity and filament spool size;

maximum model size, or tray size; and

duty cycle, or the number of objects that a pricsar produce over a given period of time withogiuigng maintenance.
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Our systems also integrate our software and angostgal by services that we provide to our custonimth directly and through our reseller
channel.

Printing systems
Our AM systems are described below:

MakerBot desktop series:Our MakerBot desktop series represents our 3D dpgkinters. These printers are affordable, desidoeeasy,
desktop use and are typically used by individuplsrating alone or within an enterprise. We acquiviedkerBot in August 2013 to enhance our
desktop offerings. The MakerBot portfolio includde Replicator printer series as well as the régémiroduced Digitzer, which is a 3D
scanner that allows customers to scan an object@mebrt it into a digital file that can subsequgebe printed.

Idea Series:The Idea Series includes our lower capacity, affble set of 3D printers for professional use. Beises comprises the MoJo and
uPrint product families, both of which are FDM-bds€&hese products are designed for easy use iffiaa environment and produce
professional grade parts using our ABS line ofriagslastics.

Design SeriesOur Design Series includes the Dimension and Qivgatds. The Dimension brand features our FDM telcdigycand the Obijet
brand features our PolyJet-based technology. Tdietdogy available in this series makes it weltediifor all aspects of RP, from design
visualization and communication to form and fitifieation to model building for functional testinghis series also offers a variety of product:
that provide customers with a broad range of clooddeatures such as printing capacity, productipeed and price. The Dimension product
line uses our FDM technology and allows users ¢ater parts in ABSplus plastic. This material ergl®duction of parts with the strength
required for true form, fit and functional testirithe Objet branded products include the Connexnkael Desktop 3D printers. Connex is our
most advanced PolyJet-based printer line featuhiadhighest capacity and offering the broadesbvsigatures, including the ability to jet three
materials simultaneously, with rigid, flexible acdlor characteristics, in virtually unlimited comhtions, in a single build.

Production Series:The Production Series includes our Fortus and Solige brands, both of which are typically usediM applications.
Our Fortus family of products is based on FDM texthgy and offers large build envelopes and multipkgerial options. Fortus 3D Product
Systems produce accurate, durable prototypes amtligtion-grade parts and end-products using higfepeance thermoplastics. These
features, together with the Fortus family's diffefated printing and operational features, endfikederies to address many applications withir
the DDM market. Our Fortus systems use InSighws# which offers the customer an array of featuasging from a fully automated build
process to one that allows the user to customicle si@p. We also offer our SolidScape line of 3ibtprs for DDM applications. This line of
products combines patent-protected, SCP thermaplaktjetting technology and high-precision millirof each layer, with our proprietary
graphical front-end ModelWorks software. Objectsated with these systems feature extremely higenpatesolution and accuracy and are
used primarily for jewelry products.

Consumable materials

We sell a broad range of more than 130 materialage in our 3D printers and production systeme Jdle of these materials provides us witt
a recurring revenue stream from users of our 3Bt@rs and production systems.

The materials we sell are described below:
FDM-based consumable materials

The modeling and support filament used in the FDadeal 3D printers and production systems featuvddeavariety of production grade
thermoplastic materials. We continue to develagnfiént modeling materials that meet our customeesisifor increased speed, strength,
accuracy, surface resolution, chemical and heatta@se, color, and mechanical properties. Thesenabts are processed into our proprietary
filament form, which is then utilized by our FDMstgms. Our spool-based system has proven to lgmificint advantage for our products,
because it allows the user to quickly change madtbyi simply mounting the lightweight spool anddewy the desired filament into the FDM
devices that are office friendly. Currently, we bavvariety of build materials in multiple coloenemercially available for use with our FDM
technology.
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Each material has specific characteristics thatenieppropriate for various applications. Theigbtb use different materials allows the user
to match the material to the end use applicatidrether it is a pattern for tooling, a concept mpddlnctional prototype, a DDM
manufacturing tool, or a DDM end use part.

PolyJe-based resin consumables

Our resin consumables, which consist of our PollFdéCure family of proprietary acrylic-based phptdymer materials, are designed for use
with our PolyJet printing systems and enable usktisose products to create highly accurate, fimglailed 3D models and parts for a wide
range of prototype development and customized naatwrfing applications. The wide variety of resirithim the FullCure family is
characterized by transparent, colored, or opagueaVproperties and flexible, rigid or other phgsigroperties. The FullCure support materials
that are used together with FullCure model mateeakble the 3D printing of models with a wide yawhcomplex geometries. Our FullCure
materials are produced in-house and are speciaflfigded for our printing systems.

We have invested significant research and develapeféorts in optimizing our FullCure materials fase with inkjet technology. These effc
are reflected in the properties of these matenetsch enable them to be packaged, stored, comkinddeadily cured upon printing. Our
FullCure materials are packaged in cartridgesdfe handling and are suitable for use in officeiemments and can also be machined, drillec
chrome-plated or painted in most cases.

SCP inkjet-based consumable materials

Our SolidScape 3D materials are non-toxic therngifganaterials featuring excellent lost wax castijoglities, including fast melt out, no ash
or residue and no thermal expansion. Currentlyhaee three modeling materials commercially avadldbt use with our SolidScape
technology. These include materials formulated iSipafly for particular industries, such as a thetpolyester formula developed to help retail
jewelers and manufacturers meet the demand fahiial goods using less precious materials and m#hgolyester material formulated

deliver high casting yields for dental applications

Integrated software

We offer suites of integrated software with ourieas AM systems; each is designed to make the psogkcreating high-quality, highly
detailed and accurate models more efficient. Ofiwswe supports commonly used 3D file formats amaverts three-dimensional CAD
databases into the appropriate code to operatAMwystems. Our software also provides a wide rasfdeatures, including automatic supg
generation, part scaling, positioning and nestasgywell as geometric editing capabilities.

Our different software suites are designed fordifierent AM systems and their different applicatso Accordingly, certain software focuse:
increasing build speed and improving the desigrineray's control and efficiency over the entire yifocess. Other software suites offer
simple “click & build” preparation and print tragiging, and provide easy, accurate job timing eation and full job control, including queue
management. Similarly, we offer software that aBavgers to make adjustments to 3D printing progerfror example, for our Connex line of
3D printers, our software enables users to chamgedlor and material mix in the printing procesdkwing users to modify quickly the
properties of the model being printed.

The software designed for our PolyJet inkjased 3D printers enables users to work in parafidlsend jobs from any network computer tc
server. Jobs enter the queue either accordingetpahameters configured by the system administratan chronological order. The queue is
therefore easily managed, as each user has aodeissar her jobs and the administrator can setaaljust parameters and access permissions
In configurations of multiple printing systems dwe thetwork, each user automatically receives thampeters of the selected system, such as
tray size, loaded materials, and queue statusingetmsure easy, error-free tray setup.
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Online Community
Thingiverse.com

Thingiverse is our online community of downloadathigital designs for making physical objects withr &akerBot printing systems. The
Thingiverse platform enables users of our MakedBstems to share and customize their digital dedigat can then be printed on MakerBot
printers. We believe that Thingiverse is the latgepository of 3D printing content available tmsamers. Thingiverse includes more than
150,000 designs available for downloading.

We furthermore operate an online MakerBot digitate in which we sell printable and paintable dib8D models, which are designed to be
printed on the MakerBot fifth generation desktop@ihters and the MakerBot Replicator 2 DesktopRihter (fourth generation).

Our services
Support services and warran
Customer support

Our customer support department provides on-siiegy installation, basic operation training, a falige of maintenance and repair services
and remote technical support to users of our prisdii¢e provide support to our customers directly #mough our resellers, ensuring that
support and parts may be readily obtained worldwite also offer training to our customers, particiyl on our high-performance systems.
Our support network consists of the following:

e More than 500 trained, Stratasys-certified engm@eoviding worldwide, on-site installation, traigi and support.
e Direct support engineers through our company.

e Indirect support engineers through certified pagtnimcluding third-party service organizationssetected resellers who provide support for
our systems.

e Phone and direct on-site support in four languages.

e Service logistics in key regional centers.

e Training facilities and resources in regional cente

e Computerized management system and knowledgeldistm platform to ensure high-quality support éor customers, including secure
remote access to a customer service databaseruagtaervice history and technical documentatioaidioin troubleshooting and repairing

systems.

e Support, tools and up-to-date information to ouwecti customer and distribution channels from oodpct support engineering team.

Our goal is to ensure maximum uptime and produgtiar our AM systems. In order to do so, we reglylapdate the technical documentation
related to our systems, offer extensive trainingrses for operators and promote proactive knowlatigeing designed to help users maximize
the value of their equipment and expand the appdies for which they employ our 3D printing and guoction systems.

We offer services on a time and materials basiedisas through a number of post-warranty mainteaarontracts with varying levels of
support and pricing, as described below under ‘e support programs.”
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Customer support is represented on cross-functimoaluct development teams within our company suemnthat products are designed for
serviceability and to provide our internal desigwl &ngineering departments with feedback on fieddés. Failure analysis, corrective action,
and continuation engineering efforts are driverdbta collected in the field. Ongoing customer supjpdtiatives include development of
advanced diagnostic and troubleshooting technigndscomprehensive preventative maintenance progemexpanded training and
certification program for Stratasys and Stratagréners' technical personnel, and improved comnatioic between the field and the factory.

Basic warranty

Our printing systems are sold with warranties taage from 90 days to one year from installaticpehding upon the product line and
geographic location. Warranties are generally agzoried by on-site maintenance support. Receiptadfitenance and repair services after the
warranty period is subject to the terms of our eatel support programs, to the extent purchasebdéwgrid-user, as described below.

Extended support progran

Recognizing that our end-users have varying supp®ts, we offer a range of support programs tiegltle our end-users to continue to
receive maintenance services beyond the initiatamty period. These support programs contain vgrgiggrees of the support services
described above and are priced accordingly.
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Leasing
In the United States, we offer our customers th@opo lease or rent 3D printers and 3D productigsiems.
RedEye pai-parts service

Our RedEye paid-parts service produces prototypdsad-use parts for customers from a customeriggdvCAD file. This allows the
customer to benefit from our knowledge base, chpit®n the variety of materials and machine typeslable through our service center, and
take advantage of additional capacity using thestah proven RP and DDM technologies and procesy@sRedEye on Demand website
service, www.redeyeondemand.com, enables our cestoim obtain quotes and order parts around tfok ckeven days a week.

RedEye also has a relationship with two foreigwiserbureaus that use our 3D printers, along wiltieiotechnologies, to produce prototypes.
We collect a portion of the revenue generated bgdtprinters.

Marketing, sales and distribution
Marketing

Our marketing strategy is focused on increasingr@emess of our brands in order to generate salegarehse customer loyalty. We also focus
heavily upon the identification of customer neadf initiate marketing programs and campaigns teedead generation throughout the
regions in which we and our resellers and agergsat@. We customize our sales pipeline-building/digts and programs to industry-specific
requirements. This infrastructure allows us to measand analyze the success of various marketatigsgaBased on our analysis, we create
update our product roadmaps and individual marggtians to help optimize distribution while helpiegsure a smooth process of release,
ramp-up and sales.

We use a variety of inbound and outbound marketiethods to reach potential customers. Inbound rdsthrlude a variety of online
marketing strategies comprising search marketioggkample, Search Engine Optimization and Paydiek advertising), social media,
blogs, syndication, webinars and white papers. Quill channels include more traditional marketinghmes such as press releases, print
advertisements, trade magazine articles, diredtandi e-mail, websites, brochures, tradeshows, le¢ess, industry associations and referrals
In addition, we have developed domestic and intevnal on-site demonstration capabilities in certafi our regional offices.

Sales distribution method

Our sales organization sells, distributes and ples/ifollow-up support services with respect toAMr systems and related consumables,
through a worldwide sales and marketing infrastrreetWe generally use three methods for distrilougiod support: (i) sales to resellers who
purchase and resell our products and through windiowf-up support and maintenance services and ceplant parts are provided to end-
users; (ii) sales of systems that are arrangedrstaork of independent sales agents worldwidesyant to which we sell directly to enders
pay commissions to such agents, and directly hahélsale of consumables and provision of follgwvsupport services; and (iii) direct sale:
systems to end-users without the involvement ofiatermediaries, for which all aspects of our saled follow-up services are handled
exclusively by our company. In certain instanchs,4ame individual or company can serve as a eeselih respect to certain of our products
while acting as an independent sales agent for gttoelucts. Our resellers and independent salagsgee overseen by regional managers an
operate on a non-exclusive basis, although we\aetieat most do not sell competing 3D printersradpction systems.

Almost all of the reseller and independent salenatpcations that distribute our products have3iprinting and production systems
available for tradeshows, product demonstrationd,ather promotional activities. Additionally, maofthem enjoy a long-term presence and
offer third-party 3D CAD software packages in theispective territories, enabling them to croskesel systems to customers who purchase
those other products.

In addition to our direct and indirect seller netlyove also offer our MakerBot desktop series aldted consumables and services throug
online, as well as retail, channels.
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Geographical structure of sales organization

The sales organization for our 3D printers and petidn systems and consumables is divided intoggdiased on the following geographical
regions: North America; Europe and Middle East;a®Bacific; and Latin America. This structure allowgsto align our sales and marketing
resources with our diverse customer base. Our sad@sization in each region provides sales sugpdtte network of independent reseller
sales agent locations throughout the particulabre@Ve also operate sales and service center@rious locations throughout North America
and internationally, including: Shanghai, Chinaarifurt, Germany; Genoa, Italy; Sao Paulo, Br&angalore, India; Tokyo, Japan; and Ht
Kong.

Manufacturing and suppliers
Manufacturing

Our manufacturing process consists of assembliatgBys using both off-thghelf and customized components manufactured sgedbjiffor us
and producing and packaging the consumables pratludte used by our systems. Our core competeinciesle printing systems assembly,
systems integration, software installation andrresid filament manufacturing, all of which are damernally at our facilities. We currently
operate on a build-to-forecast basis and obtaipaatis used in the manufacturing process from edlstributors of standard electrical or
mechanical parts or custom fabricators of our petary designs. Our manufacturers and supplierparedically assessed by us based on
on-time performance and quality.

We purchase major component parts for our 3D mgndéind production systems from various supplieds¢sntractors and other sources, and
assemble them in our U.S. and Israeli facilitiesr @roduction floors have been organized using dehilow techniques, or DFT, in order to
achieve efficiency, quality and balance of our pictébn lines. As capacity constraints arise, beeafur use of DFT, we can avoid the
requirements of reconfiguring our production floor.

Computer-based Material Requirements Planning, RPMs used for reordering to better ensure on-tisiery of parts and raw materials.
Operators and assemblers are trained on assenmblgstrprocedures including Assembly Requiremerdud@nts, which originate in
engineering. In our manufacturing processes, wd@ngpQuality Management System, or QMS, that mieésnational quality standards
including 1ISO 9001:2008 and ISO 13485:2003, whilates to medical devices. We also outsource thrifaature of main subassemblies up
to fully assembled systems ready for integration.

Our system assembly process includes semi-autorhatetional tests of key subassemblies. Key fumetiacharacteristics are verified through
these tests, and the results are stored in atitaltidatabase.

Upon completion of the assembly of our 3D printanmgl production systems, we perform a complete poywemd final quality tests to help
ensure the quality of our products before shipn@itistomers. The final quality tests must be nuarefree before the system can be cleared
for shipment. We maintain a history log of all puats that shows revision level configuration aramplete history during the manufacturing
and test process. All identified issues on theesysdiuring the manufacturing process are loggedkédand used to make continuous
production process improvements. The commonaliyesigns among our different product families edlsedransition to manufacturing new
designs.

Our filament production uses Factory Physics® taples to manage critical buffers of time, capaaitg inventory to ensure product
availability. We also use the “5S” method (Sortt-BBeorder, Shine, Standardize and Sustain) asgdantir lean manufacturing initiatives to
improve organization and efficiency.

Inventory and supplier:

We maintain an inventory of parts to facilitate theely assembly of products required by our praiduncplan. While most components are
available from multiple suppliers, certain compasarsed in our systems and consumables are onllgalateafrom single or limited sources. In
particular, the printer heads for our PolyJet 3Dtprg systems are supplied by a sole supplierpRi®We consider our single and limited-
source suppliers (including Ricoh) to be relialblgt, the loss of one of these suppliers could reésulie delay of the manufacture and delivery
of the relevant components (and, ultimately, of puaducts). This type of delay could require uéind and re-qualify the component supplied
by one or more new vendors. Although we considerelationships with our suppliers to be good, watmue to develop risk management
plans for these critical suppliers. In order todredgainst the risk of a discontinuation of thepbypf our inkjet printer heads in particular, we
maintain a reasonable supply of excess inventopriofer heads.
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Ricoh Agreemen

We purchase the printer heads for our inkjet 3Dtprg systems from Ricoh pursuant to an OEM Purelzasl License Agreement with Ricoh,
effective as of May 5, 2011, or the Ricoh Agreem@&hk current Ricoh Agreement replaced our origagakement with Ricoh that had been
entered into in June 2000 and amended on variatasams subsequently, and which expired upon fleetafeness of the new Ricoh
Agreement.

Under the Ricoh Agreement, we place orders fortprads and associated electronic componentse drittoh Products. Together with
provision of these items, Ricoh provides us witipa-transferable, non-exclusive right to assemise,and sell the Ricoh Products under
Ricoh's patent rights and trade secrets.

Pricing under the Ricoh Agreement depends on thetity of Ricoh Products that we purchase duringgiwen month, and to the extent that
we commit to a certain annual minimum prior to @ecaming year, we receive a set, discounted pricalfd&Ricoh Products ordered during that
upcoming year.

The Ricoh Agreement runs for an initial term ofefiyears and automatically renews for additionalyser periods thereafter unless either
provides the other six months' advance writtenceotif termination prior to the end of the then-entrterm. The Ricoh Agreement may be
cancelled by either party if (i) the other partpstantially breaches any material provision ofageeement and has not cured such breach
within 30 days of receipt of written notice thereof (ii) upon the occurrence of certain bankrumegnts, and may furthermore be cancelle
Ricoh if we fail to cure a breach of an undispytegiment obligation within thirty (30) days of theehch.

At any time during the term of the Ricoh Agreem&itoh may discontinue the manufacture and suppéyprint head model, so long as it
provides us with at least eighteen (18) monthsrpiritten notice of such discontinuance and homdiref our purchase orders for the subject
print head model within the notice period. Durihg period of five years from the earlier of eittte termination of the Ricoh Agreement or
the date of discontinuance of the manufacture obRProducts (that is, following the 18-month netieriod described in the previous
sentence), we are entitled to purchase additiorralliRProducts for the sole purpose of providindaepments for the installed base of Ricoh
Products, including one final purchase order thamay place in the final year of such five-yeaiiguband that must be filled by Ricoh within
twelve months of when it is placed.

The Ricoh Agreement may not be assigned by eithgty pvithout the other party's prior written consevhich may not be unreasonably
withheld.

Research and development

We maintain an ongoing program of research andldpweent, or R&D, to develop new systems and mdgeaad to enhance our existing
product lines, as well as to improve and expand#pabilities of our systems and related softwackraaterials. This includes significant
technology platform developments for our FDM, Pelydnd DoD technologies, our 3D printing and praidumcsystems, including our
integrated software, and our family of proprietacyylic-based photopolymer materials for PolyJe@itprg and family of proprietary
thermoplastic materials for FDM printing. Our ressaaims to develop improved and more affordabdelpcts. Our engineering development
efforts also focus on customer requested enhandsp@erd development of new modeling processesyargtand user applications. In
particular, we have devoted significant time arsgbteces to the development of a universally corbfgatind user-friendly software system.
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Our R&D department is divided into groups baseaa@rntific disciplines and product lines. We arenatitted to designing products using the
principles of Six Sigma. We continue to standardiaeproduct platforms, leveraging each new des@that it will result in multiple product
offerings that are developed faster and at redegednse.

We invest a significant amount of our resourceR&D, because we believe that superior technolodgeisto maintaining a leading market
position. Our net R&D expenses were approximatély.$ million, $19.7 million, and $14.4 million ihe¢ years ended December 31, 2013,
2012 and 2011, respectively, and, on a pro-fornssstfar our combined company, were approximately.$3nillion and $31.9 million in 2012
and 2011, respectively, representing 10.3% and4bbour revenues on a pro-forma basis in thosesyea

Our consumable materials development and produotenations for our FDM and PolyJet systems aratéatat our facilities in Eden Prairie,
MN, and Kiryat Gat, Israel. The development anddpiagion facility for our SolidScape operations reated in Merrimack, New Hampshire,
whereas the facilities for our MakerBot operatians located in various locations. We regard theseorable materials formulation and
manufacturing process as a trade secret and ht@dtpaaims related to these products. We purcaaddormulate raw materials for our
consumables production from various polymer reaththermoplastic materials suppliers with differlaviels of processing and value-add
applied to the raw materials.

Intellectual property

We consider our proprietary technology to be imgairto the development, manufacture, and sale mpaducts and seek to protect such
technology through a combination of patents, tiset@ets, and confidentiality agreements and otbwtractual arrangements with our
employees, consultants, customers and others.afdints and patent applications for rapid prototygrocesses and apparatuses associated
with our technology were assigned to us by thaieimors. We have more than 550 granted or penditengs internationally. The principal
granted patents relate to our FDM systems, ourJeolgnd PolyJet Matrix technologies, our 3D pripfimocesses and our consumables, with
expiration dates ranging from 2013 to 2031.

We are also a party to various licenses and otfnengements that allow us to practice and imprawe@chnology under a broad range of
patents, patent applications and other intelleqiuaberty, including a cross-license agreement @@hSystems Corporation under which each
party licensed certain patents of the other pairty, an assignment of rights to us related to Uympet-based U.S. patents, which underlie
certain technologies that compete with ours.

In addition, we own the registered trademarks ‘t8#gs,” “Objet,” “FDM,” “Fortus,” “Dimension,” “uPint,” “Mojo,” “Catalyst,”
“WaveWash,” “Ecoworks,” “FullCure,” “Redeye,” “Xpes3D,” “Solidscape,” “SCP” “MakerBot,”, “Thingivees‘and “Replicator” and make
use of a number of additional registered and ustergd trademarks, including “Connex,” “Eden,” “Ri#t,” “PolyJet Matrix,” “FDM
Technology,” “For a 3D World,” “Tango,” and “VeroFMowever, we do not believe that any of our traddimare material to our competitive
position..

We believe that, while our patents provide us wittompetitive advantage, our success depends ji§iraarour marketing, business
development, applications know-how and ongoingaedeand development efforts. Accordingly, we hadithat the expiration of any single
patent, or the failure of any of single patent aation to result in an issued patent, would noiriaerial to our business or financial position.
In any event, there can be no assurance that ¢emtgaor other intellectual property rights wilf@f us a meaningful competitive advantage.
Please see the risk factor related to the expiratfmur patents in “Risk factors.”

Competition

Our principal competitors consist of other develspa additive manufacturing systems as well agsrotiompanies that use FDM and inkjet-
based technologies to compete in additive manufiacfuA variety of additive manufacturing technaleg compete with our proprietary
technologies, including:

Stereolithography;
Selective Laser Sintering;
Power Binding; and
Digital Light Projection.
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The companies that use these technologies to cemptit us include 3D Systems Corporation, EOS Grah#i EnvisionTEC GmbH.

These technologies, which compete for additive rfeniuring users, possess various competitive adgastand disadvantages relative to one
another within the key categories upon which coiitipatcenters, including resolution, accuracy, aoef quality, variety and properties of the
materials they use and produce, capacity, speéaf, t@nsparency, the ability to print multiple teaals and others. Due to these multiple
categories, end-users usually make purchasingidesias to which technology to choose based oohheacteristics that they value most. This
decision is often application specific. The comipetienvironment that has developed is therefaenise and dynamic, as players often pos
their technologies to capture demand in variouticads simultaneously.

We are positioned to compete in our industry madmthe following bases, which we view as compsatistrengths:

material properties of printed objects, such a$ resastance, toughness, brittleness, elongatidiréak and flexibility;
quality of printed objects measured by, among othieigs, resolution, accuracy and surface quality;

multiple production-grade modeling materials;

reliability of printing systems;

speed of printing, including a one-step automatedeting process;

customer service;

ability to be used in an office environment;

ease of use; and

automatic, hands-free support removal.

We offer a wide range of systems with varying feasy capacities and price points. We believe tiiatenables us to compete with the other
additive manufacturing technologies for a wide o customers with a variety of applications andlg for their additive manufacturing.

We also compete with companies that use traditiprabtype development and customized manufactuealgnologies, and expect future
competition to arise from the development of neghimlogies or techniques.

Seasonality

Historically, our results of operations have beghbject to seasonal factors. Stronger demand fopmducts has occurred in our fourth quarter
primarily due to our customers' capital expenditandget cycles and our sales compensation inceptograms. Our first and third quarters
have historically been our weakest quarters foralanit demand. Although the first quarter had hagher volumes in recent years from the
successful introduction of new products, it is tglly a slow quarter for capital expenditures ingral. The third quarter is typically when we
see our largest volume of educational related saleish normally qualify for special discounts astpof our long-term penetration strategy.

We furthermore experience seasonality within irdiixl fiscal quarters, as a substantial percenthgarcsystem sales often occur within the
last month of each fiscal quarter. This trend haspotential to expose our quarterly or annual ey results to the risk of unexpected,
decreased revenues in the case of our inabilibuiiol systems, consummate sales and recognizectioergnanying revenues prior to the end of
a given quarter.

Global operations

We have offices in the United States, Israel, Geymtaly, China, Hong Kong, Brazil, Italy, Japamdandia, and organize our operations by
geographic region, focusing upon the following kegions: North America; Europe; Asia Pacific; aratih America. Our products are
distributed in each of these regions, as well astlier parts of the world. Our customers are dsgbgeographically, and we are not reliant on
any single country or region for most of our pradsales and services revenues, although 54% dl@il8 sales were made in North America.
A breakdown of our consolidated revenues by geddcaparkets and by categories of operations (#airoducts and services) for the years
ended December 31, 2013, 2012 and 2011 is prowdiem 5.A “Operating and Financial Review and $prects—Operating Results.”
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In maintaining global operations, our businessxosed to risks inherent in such operations, irnolgdurrency fluctuations, market conditio
and inflation in the primary locations in which aayperating expenditures are incurred. Informatiorcarrency exchange risk, market risk, and
inflationary risk appears elsewhere in “Risk fastand in Item 11 of this annual reporQuantitative and Qualitative Disclosure About Mai
Risk—Foreign Currency Exchange Risk.”

Employees

The total number of our full-time equivalent empmeg, and the distribution of our employees (i) gaplically and (ii) within the
divisions of our company, in each case as of Deesi8b, 2013, 2012 and 2011, are set forth in Itdbndd this annual report (“Directors,
Senior Management and Employees”— “Employees”).

Government regulation
We are subject to various local, state and fedaved, regulations and agencies that affect busésegsnerally. These include:

regulations promulgated by federal and state enwiental and health agencies;

foreign environmental regulations, as describeceufi@invironmental matters” immediately below;
the federal Occupational Safety and Health Admiatgin;

the U.S. Foreign Corrupt Practices Act;

laws pertaining to the hiring, treatment, safetgl discharge of employees;

export control regulations for U.S. made produats]

CE regulations for the European market.

Environmental matters

We are subject to various environmental, healthsadety laws, regulations and permitting requiretsieincluding those governing the
emission and discharge of hazardous materialgjiriond, air or water; noise emissions, the germragitorage, use, management and dispos
of hazardous waste; the import, export and redistraf chemicals; the cleanup of contaminatedssiéad the health and safety of our
employees. Based on information currently availables, we do not expect environmental costs antimgencies to have a material adverse
effect on our operations. The operation of ourlifées, however, entails risks in these areas. iB@ant expenditures could be required in the
future to comply with environmental or health aadesy laws, regulations or requirements.

Under such laws and regulations, we are requirettain environmental permits from governmentahatities for certain operations. In
particular, in Israel, where we assemble our inkpted PolyJet 3D printing systems and manufactureesin consumables, businesses stc
or using certain hazardous materials, includingemialis necessary for our Israeli manufacturing ess¢are required, pursuant to the Israeli
Dangerous Substances Law 5753-1993, to obtainia p@xmit from the Ministry of Environmental Prot&m. Our two toxin permits will
remain in effect until November 2016 and Februdiy%, respectively.

In the European marketplace, electrical and elaatrequipment is required to comply with the Direeton Waste Electrical and Electronic
Equipment, which aims to prevent waste by encoatpgtuse and recycling, and the Directive on Ragir of Use of Certain Hazardous
Substances, which restricts the use of six hazardohstances in electrical and electronic prod@uts.products and certain components of
such products “put on the market” in the Europeaiob) (EU) (whether or not manufactured in the Ekd) subject to these directives.
Additionally, we are required to comply with certdaws, regulations and directives, including TSi@Ahe United States and REACH in the
EU, governing chemicals. These and similar lawsragdlations require the testing and registratibceotain chemicals that we use and ship.
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Israeli Tax Considerations and Government Progral

Tax regulations also have a material impact orbaiginess, particularly in Israel where we are oggghand have one of our headquarters
The following is a summary of certain aspects efcthrrent tax structure applicable to companidsriel, with special reference to its effect
us (and our operations, in particular). The follogvalso contains a discussion of the Israeli gawemt programs benefiting us. To the extent
that the discussion is based on new tax legislatiahhas not been subject to judicial or admiatste interpretation, we cannot assure you tha
the tax authorities or the courts will accept ti@ms expressed in this discussion. This discusso@s not address all of the Israeli tax
provisions that may be relevant to our Company.a&discussion of the Israeli tax consequencesektatownership of our capital stock, ple
see “Israeli Taxation Considerations” in Iltem 10dtow.

General Corporate Tax Structure in Israel

The regular rate of corporate tax to which Israetfnpanies were subject in 2012 and 2013 was 25&%036u5% for 2014 and thereafter).
However, the effective tax rate payable by a compihat derives income from an "Approved Enterprise"Beneficiary Enterprise" or a
"Preferred Enterprise”, as further discussed betoay be considerably lower. See “Law for the Enagement of Capital Investments” in this
Item below. In addition, commencing in 2010, Israelmpanies have been subject to regular corptaateate on their capital gains.

Besides being subject to the general corporateuias in Israel, we have also, from time to timgplaed for and received certain grants
tax benefits from, and participate in, programsnsjpoed by the Government of Israel, described below

Law for the Encouragement of Capital Investmi

The Law for the Encouragement of Capital Investmebit19-1959, to which we refer as the Investment,Lprovides certain incentives
for capital investments in a production facility @her eligible assets). Generally, an investnpeagiram that is implemented in accordance
with the provisions of the Investment Law, whichyniee either an “Approved Enterprise”, a “Benefigimterprise” or a “Preferred
Enterprise”, is entitled to benefits as discusseldw. These benefits may include cash grants fitaridraeli government and tax benefits,
based upon, among other things, the location ofabiéity in which the investment and manufactucgéaty are made.

The Investment Law has been amended several timegstoe recent years, with the two most signifiagranges effective as of April 1,
2005, to which we refer as the 2005 Amendment,aenof January 1, 2011, to which we refer as thd Z0hiendment. Pursuant to the 2005
Amendment, tax benefits granted in accordance thigtprovisions of the Investment Law prior to ggision by the 2005 Amendment, remain
in force, but any benefits granted subsequentlysabgect to the provisions of the amended Investrhaw. Similarly, the 2011 Amendment
introduced new benefits instead of the benefitatgidin accordance with the provisions of the Itwesnt Law prior to the 2011 Amendment,
yet companies entitled to benefits under the Imaest Law as in effect up to January 1, 2011, watiled to choose to continue to enjoy si
benefits, provided that certain conditions are meglect instead, irrevocably, to forgo such b#seind elect for the benefits of the 2011
Amendment.

The following discussion is a summary of the Inwestt Law prior to its amendments as well as theveait changes contained in the new
legislations.

Tax benefits for Approved Enterprises approvedreefgril 1, 2005.

Under the Investment Law prior to the 2005 Amendimacompany that wished to receive benefits oimitestment program that is
implemented in accordance with the provisions efltivestment Law, to which we refer as an “Approtasderprise”, had to receive an
approval from the Investment Center of the Isrisifiistry of Economy (formerly known as the Ministo§ Industry, Trade and Labor), to
which we refer as the Investment Center. Eachfiaté of approval for an Approved Enterprise redaio a specific investment program in the
Approved Enterprise, delineated both by the finalhetope of the investment and by the physicalasttaristics of the facility or the asset.

An Approved Enterprise may elect to forgo any datient to the grants otherwise available undeirtiestment Law and, instead,
participate in an alternative benefits program. Wslee chosen to receive the benefits through tleenaltive benefits program. Under the
alternative benefits program, a company’s undistgd income derived from an Approved Enterprisé loélexempt from corporate tax for a
period of between two and ten years from the ¥iestr of taxable income, depending upon the geogrdptation in Israel of the Approved
Enterprise, and a reduced corporate tax rate ofd®t 10% to 25% for the remainder of the beneétiod, depending on the level of foreign
investment in the company in each year, as detbidalv. The benefits commence on the date in witiahtaxable income is first earned. The
benefits period under Approved Enterprise statlisised to 12 years from the year the program ca@naes its operations, or 14 years from
the year of the approval as an Approved Enterpwiséchever ends earlier. If a company has more tmmApproved Enterprise program or if
only a portion of its capital investments are appd its effective tax rate is the result of a vistégl combination of the applicable rates. The
benefits from any certificate of approval relatéyan taxable income attributable to the specifigpfoved Enterprise. Income derived from
activity that is not integral to the activity ofatApproved Enterprise will not enjoy tax benef@gir entittement to the above benefits is subject
to fulfillment of certain conditions, accordingtfee law and related regulations.
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A company that has an Approved Enterprisgianm is eligible for further tax benefits if it difees as a Foreign Investors’ Company, to
which we refer as an FIC. An FIC eligible for batefs essentially a company with a level of foreigvestment, as defined in the Investment
Law, of more than 25%. The level of foreign investrnis measured as the percentage of rights indhmpany (in terms of shares, rights to
profits, voting and appointment of directors), afidombined share and loan capital, that are owdiegctly or indirectly, by persons who are
not residents of Israel. The determination as tetivr or not a company qualifies as an FIC is nmadan annual basis. An FIC that has an
Approved Enterprise program will be eligible for extension of the period during which it is entitk® tax benefits under its Approved
Enterprise status (so that the benefit periods beayp to ten years) and for further tax benefithéflevel of foreign investment exceeds 49¢
a company that has an Approved Enterprise progsaanwholly owned subsidiary of another companyn tie percentage of foreign
investments is determined based on the percenfdges@n investment in the parent company.

The corporate tax rates and related levels of dor@ivestments with respect to an FIC that has gréved Enterprise program are set
forth in the following table:

Corporate
Percentage of non-Israeli ownership Tax Rate
Over 25% but less than 49% 25%
49% or more but less than 74% 20%
74% or more but less than 90% 15%
90% or more 10%

A company that has elected to participate in thertive benefits program and that subsequently palividend out of the income
derived from the portion of its facilities that lealieen granted Approved Enterprise status duriagaeth exemption period will be subject to tax
in respect of the amount of dividend distributebéged up to reflect such pigex income that it would have had to earn in otdetistribute th
dividend) at the corporate tax rate that would Haeen otherwise applicable if such income had renliax-exempted under the alternative

benefit program. This rate generally ranges frof 16 25%, depending on the extent to which nonelsshareholders hold such company’s
shares.

In addition, dividends paid out of income attritiite an Approved Enterprise (or out of dividendsereed from a company whose income
is attributed to an Approved Enterprise) are gdhesabject to withholding tax at the rate of 1566,at the lower rate provided under an
applicable tax treaty. The 15% tax rate is limitedlividends and distributions out of income dedidiring the benefits period and actually
paid at any time up to 12 years thereafter. Aties period, the withholding tax is applied at araf up to 30%, or at the lower rate under an
applicable tax treaty. In the case of an FIC, thgéar limitation on reduced withholding tax onidends does not apply.

The Investment Law also provides that an Approvettprise is entitled to accelerated depreciatioitoproperty and equipment that are

included in an approved investment program. Thigekieis an incentive granted by the Israeli goveent regardless of whether the alternative
benefits program is elected.

The benefits available to an Approved Enterprigesaibject to the continued fulfillment of conditiostipulated in the Investment Law and
its regulations and the criteria in the specifidifieate of approval, as described above. If a pany does not meet these conditions, it wou
required to refund the amount of tax benefits, stéjd to the Israeli consumer price index and istere
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We have received the requisite approvalpiticlg a final approval, for all of our Approved Entrise investment programs, in accordance
with the Investment Law. The above-described bé&ntiat accompany these investment programs anBenaficiary Enterprise investment
programs (for which accompanying benefits are diesdrbelow) have had the effect, both historicaltyl in 2012 and 2013, of reducing
Objet’s effective consolidated tax rates considigridwer than the statutory Israeli corporate taterof 25% in 2012 and 2013. We expect thai
our effective consolidated tax rate for 2013 aretehfter will also be reduced due to these investmegrams.

Tax benefits under the 2005 Amendment that becHewtiee on April 1, 2005.

The 2005 Amendment applies to new investment progrand investment programs commencing after 20@#idaes not apply to
investment programs approved prior to April 1, 20DBe 2005 Amendment provides that terms and bisnatiluded in any certificate of
approval that was granted before the 2005 Amendgant into effect will remain subject to the prasis of the Investment Law as in effect
on the date of such approval. Pursuant to the 200&ndment, the Investment Center will continuerangg Approved Enterprise status to
qualifying investments. However, the 2005 Amendniienits the scope of enterprises that may be apatdwy the Investment Center by set
criteria for the approval of a facility as an Apped Enterprise, such as provisions generally rgguihat at least 25% of the Approved
Enterprise’s income is derived from export.

An enterprise that qualifies under the new provisits referred to as a “Beneficiary Enterprisethea than “Approved Enterprise”. The
2005 Amendment provides that the approval of tvedtment Center is required only for Approved Emises that receive cash grants. As a
result, a company is no longer required to obtiadnadvance approval of the Investment Center iardalreceive the tax benefits previously
available under the alternative benefits prograathBr, a company may claim the tax benefits offénethe Investment Law directly in its tax
returns, provided that its facilities meet theesid for tax benefits set forth in the 2005 Amendim@& company that has a Beneficiary
Enterprise may, at its discretion, approach thaelsiTax Authority for a pre-ruling confirming thetis in compliance with the provisions of the
Investment Law.

Tax benefits are available under the 2005 Amendrreptoduction facilities (or other eligible fatiés) that derive more than 25% of their
business income from export to specific marketé wipopulation of at least 12 million. In orderégeive the tax benefits, the 2005
Amendment states that a company must make an meastvhich meets all the conditions set forth im #mendment for tax benefits and
which exceeds a minimum amount specified in thestwment Law. Such investment entitles a compamyBeneficiary Enterprise status with
respect to the investment, and may be made overiedpof no more than three years from the endth@fyear in which the company requested
to have the tax benefits apply to the BeneficianyelEprise. Where a company requests to have thisetagfits apply to an expansion of existing
facilities, only the expansion will be considerede a Beneficiary Enterprise and the companyscéife tax rate will be the weighted average
of the applicable rates. In such case, the minirmwastment required in order to qualify as a Besiafy Enterprise must exceed a certain
percentage of the value of the company’s producgsets before the expansion.

The extent of the tax benefits available under2®@5 Amendment to qualifying income of a BenefigiBnterprise depends on, among
other things, by the geographic location of the&miary Enterprise. Such tax benefits include a@neption from corporate tax on
undistributed income for a period of between tweeio years, depending on the geographic locatisheoBeneficiary Enterprise in Israel, ar
reduced corporate tax rate of between 10% to 25% éremainder of the benefits period, dependimthe level of foreign investment in the
company in each year, as explained above.

Dividends paid out of income attributed to a Beciafiy Enterprise will be treated similarly to paymef dividends by an Approved
Enterprise under the alternative benefits progrBinerefore, dividends paid out of income attribuie@ Beneficiary Enterprise (or out of
dividends received from a company whose incoméiithated to a Beneficiary Enterprise) are gengrallbject to withholding tax at the rate
15% or such lower rate as may be provided in afiGgipe tax treaty. The reduced rate of 15% istimito dividends and distributions out of
income attributed to a Beneficiary Enterprise dgttine benefits period and actually paid at any tiqpéo 12 years thereafter except with
respect to an FIC, in which case the 12-year litoés not apply.
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Furthermore, a company qualifying for tax &f@s under the 2005 Amendment, which pays a divideut of income attributed to its
Beneficiary Enterprise during the tax exemptionqubrwill be subject to tax in respect of the amtoafithe dividend distributed (grossed-up to
reflect the pre-tax income that it would have haéarn in order to distribute the dividend) at¢tbeporate tax rate which would have otherwise
been applicable.

As of December 31, 2013, we had accumulated taripkncome of approximately $ 157.1 million thagaisributable to our various
Approved and Beneficiary Enterprise programs. thstax exempt income were to be distributed, it Midne taxed at the reduced corporate ta:
rate applicable to such income, which would havewamed to approximately $ 15.7 million of tax liétyi as of December 31, 2013.

The benefits available to a Beneficiary Enterpasesubject to the continued fulfillment of conalits stipulated in the Investment Law ¢
its regulations. If a company does not meet theséitions, it would be required to refund the antofrtax benefits, as adjusted by the Israeli
consumer price index and interest, or other mogpqtanalty.

Tax benefits under the 2011 Amendment that becHewiee on January 1, 2011.

The 2011 Amendment canceled the availability oftteefits granted in accordance with the provisimfithe Investment Law prior to
2011 and, instead, introduced new benefits fornmegenerated by a “Preferred Company” throughriégéePred Enterprise (as such terms are
defined in the Investment Law) as of January 1,12@1Preferred Company is defined as either (ip@gany incorporated in Israel which is
wholly owned by a governmental entity, or (ii) aited partnership that: (a) was registered undePtrtnerships Ordinance; (b) all of its
limited partners are companies incorporated irelstaut not all of them are governmental entitigsich has, among other things, Preferred
Enterprise status and is controlled and managed Feoael. Pursuant to the 2011 Amendment, a Pefé@lompany was entitled to a reduced
corporate flat tax rate of 15% with respect tqpitsferred income attributed to its Preferred Emisepin 2011 and 2012, unless the Preferred
Enterprise was located in a certain developmeng ziomwhich case the rate was 10%. Such corpaaateate was reduced to 12.5% and 7%,
respectively, in 2013 and was increased to 16%®&ndrespectively, in 2014 and thereafter. Incomévdd by a Preferred Company from a
‘Special Preferred Enterprise’ (as such term isngeffin the Investment Law) would be entitled, dgra benefits period of 10 years, to further
reduced tax rates of 8%, or to 5% if the Speciafd?red Enterprise is located in a certain devekrzone.

Dividends paid out of income attributed to a PnefdrEnterprise are generally subject to withholdagat source at the rate of 15% (20%
with respect to dividends to be distributed onfteralanuary 1, 2014) or such lower rate as mayrbeided in an applicable tax treaty.
However, if such dividends are paid to an Isra@fhpany, no tax is required to be withheld (althqufbuch dividends are subsequently
distributed to individuals or a non-Israeli compawmthholding tax at a rate of 15% (20% with respecddividends to be distributed on or after
January 1, 2014) or such lower rate as may be gedvin an applicable tax treaty will apply).

The 2011 Amendment also provided transitional miovis to address companies already enjoying cubemafits under the Investment
Law. These transitional provisions provide, amotigeothings, that unless an irrevocable requeasiaide to apply the provisions of the
Investment Law as amended in 2011 with respectdomne to be derived as of January 1, 2011: (iy¢has and benefits included in any
certificate of approval that was granted to an Appd Enterprise, which chose to receive grant@rbahe 2011 Amendment became effec
will remain subject to the provisions of the Invaent Law as in effect on the date of such appraml, subject to certain conditions;. (ii) the
terms and benefits included in any certificate mdraval that was granted to an Approved Enterptiss,had participated in an alternative
benefits program, before the 2011 Amendment becdfaetive will remain subject to the provisionstbé Investment Law as in effect on the
date of such approval, provided that certain coomttare met; ; and a Beneficiary Enterprise cantéb continue to benefit from the benefits
provided to it before the 2011 Amendment came éftect, provided that certain conditions are met.

We have examined the possible effect, if any, e§éhprovisions of the 2011 Amendment on our firErstatements and have decided, at
this time, not to opt to apply the new benefitsemithe 2011 Amendment .

C. Organizational Structure.

Our corporate structure includes Stratasys Ltd.|sraeli parent company, and the following maitiacwholly-owned subsidiary entitie
Stratasys, Inc., a Delaware corporation, which feamerly a publicly held company and which becameindirect, wholly-owned subsidiary
as a result of the Stratasys-Objet merger; Bacoip&@ation (formerly known as Cooperation Techngl@prporation), to which we refer as
MakerBot, a Delaware corporation which is the difgrent company of MakerBot Industries, LLC, whweh acquired in August 2013; Objet
Geometries Inc. (d/b/a Objet Inc.), a Delaware omapon; Stratasys AP Limited, a Hong Kong limitaapany, which together with several
other subsidiaries, carries out most of our openatin the Asia Pacific region; and Stratasys GMBidrman limited liability companies, whi
together with another subsidiary carries out owoean operations. We also recently formed Strathajin America Representacao De
Equipamentos Ltd., a Brazilian subsidiary, whicks bammenced our Brazilian operations. Please selésttof subsidiaries appended to this
annual report as Exhibit 8 for a complete list of subsidiaries as of the date of this annual tepor
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D. Property, Plants and Equipment.

We have dual headquatrters, in Eden Prairiené&tota and Rehovot, Israel. Our Eden Prairie nfesota headquarters (near Minneapolis),
which we own, comprises executive offices and potidn facilities presently encompassing approxirys288,312 available square feet in f
buildings. These four buildings serve the follownegpective purposes: system assembly, inventorgge, operations and sales support;
manufacturing for our RedEye paid parts servicggaech and development, filament manufacturing aaimdinistrative, marketing and sales
activities; and expansion of our production capeftt systems and consumables. Our Rehovot, Ibesdquarters, which we lease pursuant t
a lease agreement with a term of five years thairex on December 31, 2016, comprise approximdi@B/000 square feet of space. Our lease
payments, inclusive of management fees, for thasiities are approximately $1.7 million annualfinese facilities house our Israeli
administrative headquarters, our research and dewelnt facilities, and certain manufacturing atiggi.

As of December 31, 2013, we leased office spaaeefexvith respect to our Eden Prairie headquaféeibties and our Kiryat Gat, Israel
facilities, where we own the property) for varique'poses, as set forth in the table below. Unléssrwise stated, all of our facilities are fully
utilized. We have no material tangible fixed assgiart from the properties described below.

Location Approximate
and Use(s square feet
Eden Prairie, Minnesota (U.S. headquarters and faetwing facility) 325,40:
Rehovot, Israel (Israeli headquarters) 103,00(
Kiryat Gat, Israel (resin factory and laboratories) 72,11¢
Minneapolis, Minnesota (research and development) 9,92¢
Billerica, Massachusetts (office space) 22,35
Merrimack, New Hampshire (Solidscape facilitiegliming manufacturing) 28,59(
Rancho Cucamonga, California (North American saféise) 7,58:
Carlsbad, California (office space) 2,42
Rheinmiinster, Germany (Stratasys GMBH office space) 15,172
Genoa, Italy (Technimold, S.R.L. sales and sergftiee) 6,857
Hong Kong (Stratasys AP Limited office space) 20,46:
Shanghai, China (Stratasys Shanghai Ltd. officeepa 5,597
Tokyo, Japan (Stratasys Japan Co., Ltd. officeespac 5,66
Osaka, Japan (Stratasys Japan Co., Ltd. o ffiose$pa 1,77:
Bangalore, India (Stratasys, Inc. sales office) 1,80(C
Boston, Massachusetts (MakerBot store) 2,30C
New York City, New York (MakerBot retail stor: 1,10C
Brooklyn, New York (MakerBot headquarters and warede) 128,712
Other 1,44¢

While, as described above in the “Risk Fagtor Item 3.D, we utilize hazardous chemicals in sahthe production processes for prod
sold by us, we believe that there are no envirotatéssues that encumber our use of our facilities.
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ITEM 4A. UNRESOLVED STAFF COMMENTS.
Not Applicable.

ITEM 5. OPERATING AND FINANCIAL REVIEW AND PROSPECT S.

The following discussion and analysis of our finahcondition and results of operations should bad in conjunction with our
consolidated financial statements and the relategsincluded in this annual report. The discusdietow contains forward-looking
statements that are based upon our current exgeasand are subject to uncertainty and changesrcumstances. Actual results may differ
materially from these expectations due to inacaegsumptions and known or unknown risks and usioges, including those identified in
“Cautionary Note Regarding Forward-Looking Staternsdrand in Item 3.D “Key Information — Risk Factdrabove.

A. Operating Results.

Overview

We are a leading global provider of additive mantifeing, or AM, solutions for the creation of pansed in the processes of designing
manufacturing products and for the direct manufactd end parts. Our solutions are sold under dggmds, with products ranging from entry-
level desktop 3D printers to systems for rapid girgiing, or RP, and large production systems fogalidigital manufacturing, or DDM, and
related service offerings. We also develop, manufacand sell materials for use with our systeme.i#lieve that the range of more than 130
3D printing consumable materials that we offehis widest in the industry. Our service offeringsluidle professional services as well as paid
parts. We conduct our business globally, and oun mjerational facilities are located in Brazil,i@&any, Hong Kong, Israel, Japan and the
United States. We have more than 1,800 employesta@d more than 550 granted or pending additivaufacturing patents globally.

We are the result of the 2012 merger of two leadiddjtive manufacturing companies, Stratasys,dnd. Objet Ltd., which we refer to as
the Stratasys-Objet merger. Pursuant to this mewgach closed on December 1, 2012, Stratasysb@came an indirect, wholly-owned
subsidiary of Objet Ltd., and Objet Ltd. changedniame to Stratasys Ltd. Stratasys, Inc. was tieet¢he acquiring company in the Stratasys
Objet merger for accounting purposes, and the&yaObjet merger was accounted for as a reverse atiquisinder the acquisition method
accounting for business combinations. As a rethdtconsolidated financial statements of Stratdsgs,became our consolidated financial
statements. The consolidated financial statemantaded in this report on Form 20-F include therapens of Stratasys Ltd. (formerly Objet
Ltd.) for the year ended December 31, 2013, ang fonlthe month of December 2012, because the&styatObjet merger was consummated
on December 1, 2012. Therefore, unless otherwitieated or as the context otherwise requires, iterical financial information included in
this annual report on Form 20-F for periods prengdhe Stratasys-Objet merger is that of Stratdegsfor information regarding the
historical results of the operations and financa@idition of Objet Ltd., please refer to the sefmRegistration Statement on Form F-4
(Commission File No. 333-182025) that we filed wiitle Securities and Exchange Commission, whichu@es historical financial information
for Objet Ltd., including for the last full fiscgkar of Objet Ltd. as a stand-alone company (2(dr) additional discussion regarding the
structure of the merger and presentation of firelrstatements see the “Explanatory Note” appeairige beginning of this annual report.

On August 15, 2013, we completed the acquisitioprivfately-held Cooperation Technology Corporatigmgw known as Baccio
Corporation), which is the direct parent companivlekerBot Industries, LLC, or MakerBot, a leadedasktop 3D printing, and which owns
and operates Thingiverse.com, a website dedicatdtetsharing of user-created digital files. MakatyBounded in 2009, helped to, and
continues to help develop the demand for desktopr@ders and has built the largest installed bd<Doprinters in the category by making
printers accessible to a broad range of custorfibesaggregate purchase price was $493.7 milliomghwivas paid primarily through the
issuance of our ordinary shares. For additionaitbetegarding the financial terms of the MakerBahsaction, including potential earn-out
payments to former MakerBot stockholders and agperéince bonus plan for certain MakerBot employses,note 2 to our consolidated
financial statements included in Item 18 of thiswal report.

We believe that our acquisition of MakerBot wilhdr faster adoption of 3D printing for multiple djgations, as desktop 3D printers are
becoming a mainstream tool across many market segnigesktop 3D printer usage has shown rapid drowith the introduction and
adoption of affordable entry-level 3D printers ancreased availability of content. These entry-lelesktop printers are driving substantially
increased market adoption. We expect that the @dopf 3D printing will continue to increase ovéetnext several years, both in terms of RP
applications, on the one hand, and DDM applicationsthe other hand. We believe that the expansidine market will be spurred by
increased proliferation of 3D content and 3D adtigptools (3D CAD and other simplified 3D authoritugpls). We also believe that increased
market adoption of 3D printing will be facilitatéy continued improvements in 3D printing technolegyl greater affordability of entry-level
systems.
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We believe that the proliferation of 3D carntteadvancements in additive manufacturing techmofgatforms and the introduction of
improved materials will continue to drive markebgth. Accordingly, we will continue to invest in oR&D efforts, which focus on enhancing
our 3D printing technologies and developing consbigsthat offer an even broader array of physioaichanical and aesthetic properties,
thereby broadening user applications. We also thterinvest in the identification of new DDM apgai@ns for which our proprietary printing
technologies and materials are appropriate anddowage existing and potential customers to iflengw applications in part by increasing
awareness of the features of our technology andugtcoofferings.

With the introduction of entry-level systems, wesé@een unit volume increase faster than revermgtlyr and we expect that trend to
continue in the near future. As we have develogguaiapriate sales channels, unit sales of our mifoedable systems have accelerated,
resulting in lower overall margins on the sale of systems. We will also address the continuingeiased demand in the market for higher-en
systems, through which we believe we will increaseinstalled base and sales of related consumaditdsconsequently our overall revenues
and profits. However, there can be no assuran¢evinavill be able to increase our revenue suffitieto maintain or increase our current
profitability.

We may make other investments in strategic acépnsii property and equipment, process improvemaritemation technology, or IT,
and human resource activities that will be requfceduture growth. Our expense levels are basgzhihon our expectations of future sales,
and we will make adjustments that we consider gpmate. While we have adjusted, and will continmi@adljust, our expense levels based on
both actual and anticipated sales, fluctuatiorsails in a particular period could adversely impactoperating results.

On September 18, 2013, we completed the publicinffeof 5,175,000 of our ordinary shares and rezeinet proceeds of $462.9 million.
We will use the proceeds for general corporate @egp, which may include financing possible acqgois#t, working capital and capital
expenditures. We may also use a portion of thegats to pay earn-out and performance paymentbdicame due under the MakerBot
transaction agreement, if we elect to pay any sach-out or performance payments in cash.

Our ability to implement our strategy for 2014 igbgect to numerous uncertainties, many of whichdescribed under Item 3.D—"Risk
Factors,” above, in this Item 5—"Operating and Ritial Review and Prospects” and in the section alfommediately following the Table of
Contents) captioned “Cautionary Note Regarding odaLooking Statements.” We cannot ensure thaeéfarts will be successful.

Key measures of our performance

Revenues

Our consolidated revenues result primarily fronesalf our products, which include both our AM systeand related consumable
materials, and from the provision of related sexsidNe effect sales and deliver services pringightough the following channels: (i) sales to
resellers, who purchase and resell our productsvuadprovide support services for our printing eyss; (ii) sales of systems that are markete
by independent sales agents, pursuant to whictelvdisectly to end-users, pay commissions to sagénts, and directly handle the sale of
consumables and provision of support services.(@hdales of systems (and all related producid services) that we effect and/or provide to
our customers directly. There is overlap amongcti@nels as some independent sales agents foighar lend products also serve as
distributors of our other products. Besides thevahmethods of product distribution, we also sefiqurcts directly through an online store, at
our retail stores in New York and Boston, and tigtoadditional retail sales channels.
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Product revenue

Product revenues are influenced by a number obfacincluding, among other things, (i) the adaptiate of our products, (ii) end-user
product designh and manufacturing activity, and {lie capital expenditure budgets of end-usergpatehtial end-users, all of which may be
significantly influenced by macroeconomic factd?sirchases of our 3D printing and production syste&sgecially our higher-end, higher-
priced systems, typically involve longer sales egcl

Product revenues also depend upon the volume alucoables that we sell. Sales of our consumablerialstare linked to the number of
AM systems that are installed and active worldwBlales of consumables are also driven by systegeusdich is generally a function of the
size of the particular system and the level ofglesind/or manufacturing activity and budget of glaeticular end-user. Larger systems
generally use greater amounts of consumables dileitogreater capacity and the higher levels sigleand production activity by, and larger
operating budget of, a typical end-user who udasger system.

Services revenues

Services revenues derive from (i) installationinireg, maintenance and warranty, (ii) service cactls and (iii) our RedEye paid parts
service, which enables production of prototypesemdtuse parts for customers from a customer-pea@AD file. System sales prices
include the value of the warranty. In additionconnection with direct sales, we generally chagpasgately for installation and training.
Additional services revenues are generated fromicgs contracts most often entered into directlfhweindusers subsequent to the expiratio
the initial warranty period.

Costs of revenues

Our costs of revenues consist of costs of prodarutiscosts of services. Costs of products condisigpily of components and
subassemblies purchased for manufacture of our ydtems and raw materials, such as thermoplasti@arnyic-based photopolymer
materials, for manufacture of our consumables, &lkag any royalties paid with respect to salesenfain of those consumables. Costs of
products also include manufacturing and manufauddrélated labor costs, indirect production cost$ @amortization expense related to certair
acquired MakerBot, Objet and Solidscape assetsc@gts of services consist primarily of costs aof gervice personnel, which include
engineers dedicated to on-site installation, trejrand support, travel costs of these engineemgelss the cost of spare parts. Both costs of
products and costs of services include relateditiasicosts.

Gross profit

The gross profit and gross margin for our prodactsinfluenced by a number of factors. The mosbirtgmt of these is the mix of our
products sold. Specifically, the gross margins ontogh-end Production series and Design seridgvbbystems, as well as on our
consumables, are typically higher than the grosgiima on our Idea series and MakerBot desktop gnéntAccordingly, an increase in the
percentage of sales of our entry-level productdccoause our profit margins to decrease. Furthezmee believe that as our worldwide
installed base of AM systems increases, subsecaégd of our proprietary consumables will alsoeéase. We will also seek to reduce our ¢
of revenues by improving our ability to use lesstlyocomponents and increasing engineering effaie=nin the production of our lower-priced
systems.

Gross margins are also impacted by the mix of negemenerated from sales to resellers as opposade®that are facilitated by
independent sales agents. We mostly rely uponedleesetwork that is divided based on geograplacahs. In addition to our reseller netw:
we have a significant number of independent sebliggnts who focus exclusively on selling our lopeced systems.

Service gross margins are influenced by the rdtgeovice engineers to our installed base in argg@ographic area, as that ratio impacts
travel costs and efficiency of our service engisebr addition, our service gross margins are arfeed by the volume of revenues generated
from our RedEye paid parts service.
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Operating expenses

Our operating expenses consist of research andagewent expenses, and selling, general and admatiist expenses.

Research and development expel

Our research and development expenses consistrjlyimgemployees and employee-related personngéeses; costs of research aimed
at developing new printing systems and materiatbearhancing our existing product lines, includiatated software, materials, laboratory
supplies, and costs for facilities and equipmerg. darge all research and development expensgetatimns as they are incurred, other than
costs for certain equipment that we capitalize.

We have agreements with two manufacturing compameésr which we jointly advance certain of our prefary technology with each of
those two companies. The agreements entitle Leciivie reimbursement payments of costs actuallyriad under joint development projects,
and such reimbursements are offset against resaatctevelopment expense.

Selling, general and administrative expenses

Our selling, general and administrative expenselsiiie employees and employee-related expensesdideting, sales and other sales-
support employees, and for managerial and admatistr personnel, including executive officers, fina, accounting, information technology
and human resources. This category of expenses@l®rs commissions, advertising and promotiongeses, related facilities costs and
professional service fees, as well as the amoidiz&ixpenses related to certain acquired asséfmkérBot, Objet and Solidscape.

Commissions consist of sales-based commissiomglgpendent sales agents and internal sales petsGonemission rates vary,
depending on the geographic location of the agettom the achievement of certain performance tar@air advertising and promotion
expenses consist primarily of media advertisings;dsade and consumer marketing expenses anccpeldtions expenses. We intend to in
in increasing our worldwide installed base, andefare expect selling expenses in general, andrtisivg and promotion expenses in
particular, to increase in absolute terms.

Facilities costs that are included in our selliggneral and administrative expenses include aquodi the occupancy costs for our facili
in countries where administrative personnel aratlet. Professional service fees for accountinglega services and reserves for specific |
proceedings referred to elsewhere in this annymrtere also included in selling, general and adbtriative expenses. As our sales grow, we
expect our administrative expenses to increasbsnolate terms.

Income Taxe

A significant portion of our income after the Dedmn 1, 2012 merger date is taxed in Israel. We heakzed and expect to continue to
realize significant tax savings based on the detetion that some of our industrial projects thadrbeen granted “Approved Enterprise” and
“Beneficiary Enterprise” status, which providestaar benefits, including tax exemptions for undisited income and reduced tax rates.
Income not eligible for Approved Enterprise and Bfésiary Enterprise benefits is taxed at the regataporate rate, which was 25% in 2013.
We are also a Foreign Investors Company, or FI@géised by the Israeli Investment Law. FICs arttled to further reductions in the tax ri
normally applicable to Approved Enterprises anddeimary Enterprise, depending on the level of igimneownership. In addition, we are an
“Industrial Company” as defined by the Israeli Lk the Encouragement of Industry (Taxation), 1968, as such, are entitled to certain tax
benefits.

The entitlement to the above benefits is @wrhl upon our fulfilling the conditions stipukd by the Investment Law and regulations.
Should we fail to meet such requirements in tharjtincome attributable to our Approved Enterpeird Beneficiary Enterprise programs
could be subject to the statutory Israeli corpotaxerate and we could be required to refund aigouf the tax benefits already received with
respect to such programs.
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Critical Accounting Policies

We have prepared our consolidated finantédéments and related disclosures in conformitjaicounting principles generally accepted
in the United States of America. This has requiredo make estimates, judgments, and assumptiahsffiected the amounts we reported.
Note 1 to our consolidated financial statementfubhed in Item 18 of this annual report containsgigmificant accounting principles that \
used to prepare our consolidated financial statésnen

We have identified critical accounting policiestthequired us to make assumptions about mattersvéeree uncertain at the time of our
estimates. Had we used different estimates andrgtgins, the amounts we recorded could have begifisantly different. Additionally, if
we had used different assumptions or different tamts existed, our financial condition or resufsoperations could have been materially
different. The critical accounting policies thatre@ffected by the estimates, assumptions, andrjadts used in the preparation of our
consolidated financial statements are discussexhbel

Revenue Recognitic

Our revenue derives from sales of AM systems, amadlles, and services. We recognize revenue whape(idasive evidence of a final
agreement exists, (2) delivery has occurred oriceswhave been rendered, (3) the selling pricixésifor determinable, and (4) collectability is
reasonably assured.

Revenues from sales to resellers are generallgnéoed upon shipment and when title and risk of loave been transferred to the
resellers. When products and services are solddsddler, the reseller is responsible for theaifestion of the system with the end user client.
We account for such sales on a net basis sinceeveod the primary obligor in the arrangement. Botsl and services sold directly by us to
customers are recognized based on the gross am®wrd are the primary obligor in the arrangemedim inventory risk for physical
products, establish the price for our products, asslime the credit risk for amounts billed to itstomers.

Revenue from sales-type leases may include systghes, products and maintenance contracts. We nimogevenue from sales-type
leases at the net present value of future leasegatg. Product revenue from sales-type leaseeraty recognized at the time of shipment.
The portion of lease agreements related to maintsneontracts is deferred and recognized ratalsy thwe coverage period. Revenue from
operating leases is recognized ratably over theelpariod.

For multi-element arrangements we allocate revénad deliverables based on their relative selfiniges and recognizes revenue when
each element’s revenue recognition criteria are metuch circumstances, we use the following h@mnato determine the selling price to be
used for allocating revenue to deliverables: (dar-specific objective evidence of fair value ("89E”"), (i) third-party evidence of selling
price (“TPE”"), and (iii) best estimate of sellingge (“BESP”). VSOE exists only when we sell thdivkrable separately and is established
based on the price charged in such stand- alonsactions. BESP reflects our best estimates gfitice at which we would have sold the
product regularly on a stand-alone basis.

Most of service revenue is derived from sales ahteaance contracts. We provide customers with taaance under a warranty
agreement for up to one year and defer a portidgheofevenue from the related printer at the tifnéhe sale based on the relative selling price
of those services. After the initial warranty periave offer customers optional maintenance corgnaiging generally from one to three years
Deferred maintenance revenue is recognized ratahlg, straight-line basis, over the period of therise. Unearned revenues are derived
mainly from these prepaid maintenance agreemergsclégsify the portion of unearned revenue not egoketo be earned in the subsequent 1.
months as long-term.

We assess collectability as part of the revenuegmition process. This assessment includes a nuaffactors such as an evaluation of
the creditworthiness of the customer, past due atsppast payment history, and current economiditions. If it is determined that
collectability cannot be reasonably assured, wedeiler recognition of revenue until collectabilisrassured.

Impairment of Goodwil

Goodwill reflects the excess of the consideratiaid pr transferred plus the fair value of any eauwhin the arrangement and the fair value
of any non-controlling interest in the acquire¢hat acquisition date over the fair values of thenidiable net assets acquired. Goodwill is not
amortized but rather is tested for impairment alinad the reporting unit level, or whenever evemtsircumstances present an indication of
impairment.
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We apply the Financial Accounting Standarda@q“FASB”) guidance when testing goodwill for imipment, which permits us to make a
gualitative assessment of whether goodwill is imgmhior opt to bypass the qualitative assessmehpaorteed directly to performing the first
step of the two-step impairment test. If we perfarmualitative assessment and conclude that ibigitikely than not that the fair value of a
reporting unit exceeds its carrying value, goodigithot considered impaired and the two-step inmpaitt test is unnecessary. However, if we
conclude otherwise, we are then required to pertbrfirst step of the two-step impairment test.

The first step involves comparing the fair valueaf reporting units to their carrying amount.Hétfair value of the reporting unit is
determined to be greater than its carrying amdhbetg is no impairment. If the reporting usitarrying amount is determined to be greater
the fair value, the second step must be completegetasure the amount of impairment, if any. Stepdalculates the implied fair value of
goodwill by deducting the fair value of all tanggtdnd intangible assets, excluding goodwill, ofréq@orting unit from the fair value of the
reporting unit as determined in step one. The iaetpfair value of the goodwill in this step is cormgzhto the carrying value of goodwill. If the
implied fair value of the goodwill is less than tteerying value of the goodwill, an impairment l@sgiivalent to the difference is recorded.

The evaluation of goodwill impairment requires asrtake assumptions about future cash flows ovelifthef the asset being evaluated
that include, among others, growth in revenuesgimarrealized, level of operating expenses andafoshpital. These assumptions require
significant judgment and actual results may diffem assumed and estimated amounts.

During the third quarter of 2013, we changed ounuah goodwill impairment testing date from DecemB&ito October 1 of each year. T
change ensures the completion of the annual gobiduwyghirment test prior to the end of the annupbréing period, thereby aligning
impairment testing procedures with our budget amddasting processes and with year-end finangpartimg. Accordingly, management
considers this accounting change preferable. Adkat1, 2013, we performed the qualitative tesgfmsdwill, based on each reporting unit to
which the goodwill is allocated and concluded ih&t more likely than not that the fair value @fol such reporting unit exceeds its carrying
value. Therefore, we did not continue to perform tithostep impairment test. Important qualitative factssessed included the overall cur
and planned financial performance of the reportings. We did not recognize any impairment chargésted to goodwill during 2013, 2012
and 2011.
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Other Intangible Assets

Other intangible assets and their amortizdtigs are as follows:

Weighted
Average Usefu
Life

Developed technology 9
Patents 10
Trademarks and trade names 11
Customer relationships 10
Non-compete agreement 4
Capitalized software development costs 5
In-process research and development Indefinite

Other intangible assets primarily represequéed intangible assets, including developed teldgy, trade names, customer relationships
and in-process research and development (“IPR&Dé&¥inite life intangible assets are amortized ughgstraight-line method over their
estimated period of useful life, which is deterndir®y identifying the period over which most of ttesh flows are expected to be generated.
Amortization of acquired developed technology isoreled in cost of sales. Amortization of trade nacustomer relationships and non-
compete agreement is recorded in selling, genadhbdministrative expenses. We capitalize IPR&DOquts acquired as part of a business
combination. On successful completion of each ptp}J®R&D assets are reclassified to developedrelclyy and amortized over their
estimated useful lives.

Impairment in Value of Lor-Lived Assets

Long-lived definite tangible and intangible assbé&ld and used are reviewed for impairment whenevents or changes in circumstances
indicate that the carrying amount of the assetsigset group) may not be recoverable. In the @hianthe sum of the expected future cash
flows (undiscounted and without interest chargéshe long-lived assets (or asset group) is lean the carrying amount of such assets, an
impairment charge would be recognized, and thesigéseasset group) would be written down to tlesiimated fair values. Based on our
assessments as of December 31, 2013, 2012 andr&Diriggering event for impairment consideratiacarred.

We apply the FASB guidance when testing indefitiited intangible assets for impairment, which pesnis to make a qualitative
assessment of whether the indefinite-lived intalegétsset is impaired, or opt to bypass the quiaigatssessment and proceed directly to
performing the first step of the twsiep impairment test. If we determine, based omttaditative tests, that it is not more likely thamt that thi
indefinite-lived intangible asset is impaired, thenfurther action is required.

During the third quarter of 2013, we changed ounuahimpairment testing date for indefinite-livedangibles from December 31 to
October 1 of each year. This change ensures theletion of the annual impairment test prior to &mal of the annual reporting period, ther
aligning impairment testing procedures with our deetcand forecasting processes and with year-eaddial reporting. Accordingly,
management considers this accounting change pbéferst October 1, 2013 we performed the qualitatiest for indefinite-lived intangibles
and concluded that it was not necessary to perfbentwo-step impairment test. Important qualitafexetors included the current status of the
IPR&D projects that represent this intangible asdé did not recognize any impairment chargesedl& indefinite-lived intangible assets
during 2013, 2012 and 2011.

The quantitative evaluation of indefinite-livedangible asset impairment requires us to make agsams@about future cash flows over the
life of the asset being evaluated that include, mgnathers, growth in revenues, margins realizeasllef operating expenses and cost of cay
These assumptions require significant judgmenteaantdal results may differ from assumed and estichateounts.
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Stock-Based Compensation

We calculate the fair value of stock-basedompawards on the date of grant using the Blackef&shoption pricing model. The computation
of expected volatility is based on historical viigt of our shares. The expected option term iswated using the simplified method in
accordance with ASC 718ompensation — Stock Compensatidie interest rate for periods within the expederdh of the award is based on
the U.S. Treasury yield curve in effect at the tiohgrant. Each of the three factors requires usstjudgment and make estimates in
determining the percentages and time periods usetié calculation. If we were to use differentqetages or time periods, the fair value of
stock-based option awards could be materially difie We recognize expense on a straight-line lms&sthe employee’s requisite service
period.

Income Taxe

Deferred taxes are determined utilizing the “asset liability” method based on the estimated futaseeffects of temporary differences
between the financial accounting and tax basess#ta and liabilities under the applicable tax |samsl on effective tax rates in effect when
deferred taxes are expected to be paid or realizaldation allowance is provided if, based uponweéght of available evidence, it is “more
likely than not” that a portion of the deferred &ssets will not be realized.

Deferred tax liabilities and assets are classéigdurrent or non-current based on the classificadf the related asset or liability for
financial reporting, or according to the expectexersal dates of the specific temporary differendasre appropriate.

Deferred tax has not been provided on the followiems:

1) Taxes that would apply in the event of dispa$ahvestments in foreign subsidiaries, as it inegally our intention to hold these
investments, not to realize them.

2) Amounts of tax-exempt income generated fromaomrent Approved enterprises (see note 8b of thesrio consolidated financial
statements), as we intend to permanently reinheskt profits and does not intend to distributed#inds from such income. If these dividends
were to be paid, we would have to pay additionatsaat a rate up to 10% on the distribution, aredattmount would be recorded as an income
tax expense in the period the dividend is declared.

3) Dividends distributable from the income of fg®eicompanies, as we do not expect these companéisttibute dividends in the foreseeable
future. If these dividends were to be paid, we wichdve to pay additional taxes at a rate of ubid &n the distribution, and the amount wc
be recorded as an income tax expense in the pévéodividend is declared.

As a result of the Stratasys-Objet mergegifpr operations for 2013 consists of non-Israasglictions. For 2012 and 2011, foreign
operations consists of non-U.S. jurisdictions.

Tax contingencies

In accordance with ASC 74B¢ccounting for Income Taxesve take a two-step approach to recognizing arasoméng uncertain tax positions
(tax contingencies). The first step is to evaluhtetax position for recognition by determininghi& weight of available evidence indicates it is
more likely than not that the position will be saised on audit, including resolution of related eqip or litigation processes, if any. The sec
step is to measure the tax benefit as the largestiat which is more than 50% likely of being reatizupon ultimate settlement. We reevaluate
these tax positions quarterly and makes adjustnantequired. The Company classifies interest amalties recognized in the financial
statements relating to uncertain tax positions utteeprovision for income taxes.

Other Contingent Liabilities

Certain conditions that may result in a lasthe Company, such as legal proceedings, may &kist the date the financial statements are
issued, but may only be resolved when one or mdred events occur or fail to occur. In assessigg tontingencies related to legal
proceedings that are pending against us or unadsgeims that may result in such proceedingsnuamagement evaluates the perceived v
of any legal proceedings or unasserted claims dsa@¢he perceived merits of the amount of redigfight or expected to be sought. Such
assessment inherently involves an exercise of jahgnhegal fees are expensed as incurred.
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We apply the guidance in Accounting Stand&dgification (ASC) 450-20-25 when assessing losssslting from contingencies. If the
assessment of a contingency indicates that itabahle that loss has been incurred and the amdtimé diability can be estimated, then we
would record an accrued expense in our financaéstents in the amount of the estimated liabillfythe assessment indicates that a potentia
loss contingency is not probable but is reasonpb$sible, or is probable but cannot be estimatesh the nature of the contingent liability,
together with an estimate of the range of possdss, if determinable, is disclosed.

Loss contingencies considered to be remote by negmext are generally not disclosed unless matarihlay involve guarantees, in which
case the guarantee would be disclosed.

MakerBot Ear-out and performance bonus plan

The earn-out obligation for the MakerBot transati®recognized at fair value and re-measuredcit esgporting period. The estimates of
fair value contain uncertainties as they involvej@ctions of the level of achievement of finaneradtrics in future periods and assumed
discount rates. The accrual for the performanceib@ian expense is based on the same projectidhs &dvel of achievement of financial
metrics as the earn-out. The earn-out and bonusgatg for the 2014 period can range from betweemtpe$108.2 million each (based on our
share price at December 31, 2013). A change irpmjections could result in a material impact on @sults of operations.

Inventories

Inventories are stated at the lower of cost or etavklue. Cost is computed using standard costiwdgpproximates actual cost, on a first-
in, first-out basis. Inventory costs consist of enetl, direct labor and overhead. We periodicatiyess inventory for obsolescence and excess
and reduce the carrying value by an amount equaktaifference between its cost and the estimai@dket value based on assumptions abou
future demand and historical sales patterns.

Inventories acquired in a business combinatiorsepped-up to their estimated fair value less astisprofit for sales efforts and amortized to
cost of sales as that inventory is sold.

Results of Operations

We are providing within this section a supplemedtatussion that compares historical statemenpefaiions data in accordance with
accounting principles generally accepted in thetd¢thBtate of America (“GAAP”) for the year endedcBmber 31, 2013, to the results for the
year ended December 31, 2012 on a pro forma comtlimeéuding Objet basis, as if the StrateObjet merger had closed on January 1, 2012.
Objet’s sales in the year ended December 31, 2@t2 gimilar in amount to those of Stratasys, aedeflore we believe that the 2012 pro
forma information combined including Objet provideseful supplemental information. The MakerBot si@etion closed on August 15, 2013,
and MakerBot’s results are included only since tse. Due to MakerBot's historical results beingcimless significant as compared to the
combined Stratasys, Inc. and Objet results, thatsesf MakerBot prior to the August 15, 2013 aaifion are not included in the pro forma
results. Refer to note 2 to our consolidated fingrstatements included in Item 18 of this anneglort for certain pro forma information for 1
MakerBot transaction.

The table and footnotes at the end of this sedriorth the preparation of the unaudited pro Bocondensed combined for Objet
statements of operations information for the yewateel December 31, 2012 as if the Stratasys-Objegeanbad occurred on January 1, 2012.
The pro forma combined financial information hasterepared consistent with SEC Regulation S-XickrtL1. The pro forma combined
financial information is presented for illustratigarposes only and is not necessarily indicativihefcombined operating results or financial
position that would have occurred if the Strata®yget merger had been consummated on January 2,8lin accordance with the
assumptions described herein, nor is it necesdadigative of future results of operations or fic#l position of the combined company.
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The following table sets forth certain statetna operations data in accordance GAAP as a ptage of net sales for the years indicated, &
well as on a pro forma combined including Objeti®&sr the year ended December 31, 2012.

Pro Forma
GAAP GAAP  Combined including  GAAP

For the twelve months ended December 31, 2013 2012 Objet 2012 2011

Net sales 100.% 100.(% 100.(% 100.(%
Cost of sales 53.2% 48.% 54.2% 47.1%
Gross profit 46.7% 51.1% 45.7% 52.%%
Research and development 10.% 9.1% 10.2% 9.2%
Selling, general and administrative 41.% 34.(% 39.2% 25.(%
Operating income (loss) -6.0% 8.(% -4.C% 18.€%
Other income (expense) -0.1% 0.€% 0.€% 1.5%
Income (loss) before income taxes -6.1% 8.€% -3.4% 20.1%
Income taxes (benefit) -0.5% 4.5% 2.€% 6.%
Net income (loss) attributable to Stratasys | -5.6% 3.% -6.C% 13.2%

Discussion of Results of Operations (note: the pfmrma combined column includes Objet as if the Deeaber 1, 2012 merger occurred
on January 1, 2012)

Net Sales

Net sales of our products and services for thetlmse years, as well as the percentage changeyeanto year, were as follows:

Pro Forma Pro Forma
GAAP GAAP Combined including  GAAP Combined GAAP GAAP
2013 2012 Objet 2012 Change Change 2011 Change
Products $ 41485 $ 179,76: $ 306,04 130.&% 35.% $ 127,47t 41.(%
Services 69,55( 35,48: 53,01: 96.(% 31.2% 28,41¢ 24.%%
$ 484,400 $ 21524 $ 359,05:  125.(% 34.¢9% $ 155,89 38.1%

Product Revenue

Revenues derived from products (including AM systeconsumable materials and other products) inedebyg $235.1 million in 2013, or
130.8%, as compared to 2012. The number of systbipped increased to 19,317 units as compared® inits shipped in 2012. The
increase in both revenue and number of units sHippenarily reflects the results of a full yeard@13 of combined operations of Stratasys,
Inc. and Objet compared to only one month of comthioperations in 2012 after the Stratasys-Objegereand the inclusion of MakerBot
revenue and units shipped after the closing oMbkerBot transaction.

Systems and other products revenue for 2013 inedeas compared to pro forma combined including Objenue for 2012. The number
of systems shipped in 2013 increased to 19,313 asitompared to pro forma combined 4,549 unitgpsldi in 2012. The shipment of
MakerBot units after the MakerBot transaction citmited to the significant increase in unit sales@spared to pro forma combined prior
periods, which only include the combined operatiohStratasys, Inc. and Objet Ltd.
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The increase in systems and other products revien@®13 as compared to pro forma combined inclydbjet revenue for 2012, reflects
strong sales growth across all product lines atagaihe merger with MakerBot. This growth has beswen by the development of new DDM
applications for our Fortus systems and the comtimdoption of our Connex systems for complex pypiog using a wide range of materials
with diverse mechanical and physical propertiesddition, systems sales increased due to thedsedemarket penetration of our Design and
Idea series systems. The addition of MakerBot syst@nd other products revenue after the MakerBostction contributed $32.0 million to
systems and other products revenue growth as ceahpapro forma combined prior period. MakerBot bastinued to experience strong st
of its desktop 3D printers and added sales withirttreduction of the Digitizer Desktop 3D ScanneiSeptember 2013. Growth in systems anc
other product sales were offset by $2.3 milliomoh-cash reductions in revenue in 2013 due to amatidn of purchase accounting
adjustments related to the mergers.

Consumables revenue in 2013 increased by 156.0&irthease in consumables revenue primarily refléet results of a full year in 2013
of combined operations of Stratasys, Inc. and Qigetpared to only one month of combined operatinr2)12 after the Stratasys-Objet
merger as well as the inclusion of MakerBot reveafier the MakerBot transaction.

Consumables revenue in 2013 increased by 27.8%magared to consumables revenues, on a pro formhinethbasis including Objet,
for 2012. The increase was driven by an accelerati@ustomer usage and our growing installed bésgstems. The strong Production series
and high-end Design series system sales in prigoggecontributed to strong consumables sales grgivien their relatively higher
consumable utilization rates. We believe that goning installed base, and specifically the Proaiuncseries and high-end Design series
systems installed base, are positive indicatorsonumables revenue growth in future periods.

During 2012, revenues derived from products in@ddsy $52.3 million, or 41.0%, as compared to theryear. The number of systems
shipped increased by 33.4%, or 868 units, to 3a&7€ompared to 2,602 units shipped in 2011. Theseases reflected strong unit sales of oL
higher-priced Fortus systems and our acquisitioBalidscape in May 2011. The increase in Fortutesysinit sales reflected strong sales into
DDM applications, which continued to expand in loithaand the introduction of our Fortus 250mc ity A011. These increases in both
revenue and number of systems shipped also refl¢ioteresults of the Stratasys-Objet merger, wieshlted in additional revenue of $16.1
million attributable to Objet sales in 2012.

Service Revenu

Services revenues (including RedEye paid partshteraance and other services) increased by $34libmih 2013, or 96.0%, as compared
to 2012. The increase in service revenue primagiliects the results of a full year in 2013 of canglal operations of Stratasys, Inc. and Objet
compared to only one month of combined operatior)il2.

Services revenues for 2013 increased by $16.5amjlbr 31.2%, as compared to service revenues poo Borma combined basis including
Obijet, for 2012. The increase in service revensi@stiibutable to increased revenue from maintemanatracts and service parts, reflecting
growing base of installed systems. Revenue fronRmatEye paid parts service for 2013 increased §282as compared to 2012 primarily
due to an increased demand for large and comptaduption parts and the continued development ofales channels.

Services revenues increased by $7.1 million in 20L24.9%, as compared to prior year. The incr@aservice revenues was attributable
to increased sales from our RedEye paid partsceeas a result of increased new customer baseraindraase in average sales price drivel
the demand for large and complex production pagsyell as increased revenue from maintenanceamisfreflecting our growing base of
installed systems. The increase in service revatagereflected the inclusion of $3.0 million fronbj@t's December 2012 service revenue.
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Revenue by Regio

Net sales, and the percentage of net salesdign for the last three years, as well as thequgage change were as follows:

Pro Forma Pro Forma

GAAP GAAP Combined including GAAP  Combined GAAP

2013 2012 Objet 2012 Change Change 2011
North America $ 262,61: 54% $ 113,85¢ 53% $ 183,34 51% 130.7% 43.2% $ 82,370 53%
EMEA 126,21 26% 62,78. 2% $ 103,69 29% 101.(% 21.7% 49,88F 32%
Asia Pacific 90,02: 1% 3545( 16% $ 64,33 18% 153.9% 39.9% 21,50¢ 14%
Other 5,552 1% 3,15¢ 1% $ 7,68¢ 2% 75.8% -27.1% 2,13( 1%
$ 484,400 100% $ 21524¢ 100% $ 359,05« 10(% 125.% 34.9% $ 155,89 100%

Revenue in all regions increased in 2013, primadya result of a full year in 2013 of combinedrafiens of Stratasys, Inc. and Objet
compared to only one month of combined operatior)il2 and the inclusion of MakerBot revenue dfierMakerBot transaction. MakerBot
revenue was generated primarily in North America.

The increase in revenue for 2013 as compared téopma combined including Objet revenue for 20E2lects strong sales growth across
all product lines as well as MakerBot revenue afiercompletion of the MakerBot transaction. ThetN@merica region was our fastest
growing region during 2013 due to the inclusiorM#kerBot revenue that was primarily generated imthNAmerica. The increase in revenu
the Asia Pacific region was primarily driven byilieased sales and marketing investments in thenmegio

Revenue in all regions increased for 2012 as dtresstrong unit sales of our higher-priced Forsystems growth in consumables sales
and our acquisition of Solidscape in May 2011.ddition, the increase in revenue reflects the tesaflthe Stratasys-Objet merger in
December 2012.

Gross Profit

Gross profit for our products and services forlést three years, as well as the percentage cHesrgeyear to year, was as follows:

Pro Forma Pro Forma
GAAP GAAP Combined including GAAP  Combined GAAP GAAP
Gross profit attributable to: 2013 2012 Objet 2012 Change Change 2011  Change
Products $ 201,42¢ $ 93,02( $ 147,21! 116.5% 36.% $ 65,937 41.1%
Services 24,747 16,89 16,70¢  46.5% 48.1% 16,47 2.5%
$ 226,170 $ 109,91 $ 163,92: 105.¢% 38.(% $ 82,40¢ 33/

Gross profit as a percentage of net sales for mdygts and services for the last three yearsgllsas the percentage change from year to
year, was as follows

Pro Forma Pro Forma
GAAP GAAP Combined including GAAP Combined GAAP GAAP
Gross profit as a percentage of revenues from: 2013 2012 Objet 2012 Change Change 2011 Change
Products 48.6% 51.7% 48.1% -6.1% 0% 51.%  0.C%
Services 35.6% 47.6% 31.5% -25."% 12.% 58.(% -17. %
Total gross profit 46.71% 51.1% 45.7% -8.€% 2% 52.% -3.4%

Gross profit attributable to products sales inceeasy $108.4 million, or 116.5%, to $201.4 million2013 as compared with $93.0 million
in 2012. The increase was attributable to salewtjrdiscussed above. As a percentage of reventrdmitdble to product sales, gross profit
decreased as compared with 2012. The changessa grofit from products and gross profit as a pa&ge of related sales primarily reflects
the results of the Objet and MakerBot transactiargch resulted in expenses of $57.5 million in atization related to acquired intangible
assets and acquired deferred revenues adjustnoer28x3.
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Gross profit from product sales for 2013 imsed as compared to gross profit from product safea pro forma combined basis for Objet,
for 2012, due to the increase in sales discussedealihe changes in gross profit from productsgnods profit as a percentage of related
product sales primarily reflects the results of @get and MakerBot transactions, which resulteéxipenses of $57.5 million in amortizatior
intangible assets and acquired deferred revengestaetnts in 2013, and expenses of $39.3 millioanmortization of acquired intangible as:
and acquired deferred revenues adjustments fgrrthéorma results of operations combined includMgjet for 2012. The effect of
amortization expense on gross profit from prodacis gross profit as a percentage of related praghles was partially offset by increased
systems and consumables sales volume to coverdivedhead, a product mix that favored our highergimaProduction series and high-end
Design series systems and strong growth in our-tighgin consumables sales.

Gross profit attributable to products sales incedasy $27.1 million, or 41.1%, to $93.0 million2012 as compared with $65.9 million in
2011. The increase was attributable to sales grdedhby our higher-margin Fortus systems and codles. In addition, $4.8 million of the
increase was attributable to the inclusion of grsdit generated by Objet following the merger.

Gross profit from services increased by 46.5% ih38s compared to the prior year due primarihhtihcrease in service revenues
discussed above. Gross profit from services foB3Jdftreased as compared to gross profit from sesyion a pro forma combined basis for
Objet, for 2012. The changes in gross profit frarvices and gross profit as a percentage of rekeiks also reflect strong growth in our
customer service maintenance contracts and speeegades. In addition, our RedEye paid parts sergross profit and gross profit as a
percentage of related sales increased due to giowties volume to cover fixed overhead.

Gross profit from services increased by 2.5% in284 compared to 2011 due to strong revenue grioarthour RedEye paid parts service
and the consolidation of Objet's December serviz@nues.

Operating Expenses

The amount of each type of operating expense folast three years, as well as the percentage ellmtgeen such annual periods, and
total operating expenses as a percentage of alrstes in each such annual period, was as fallows

Pro Forma Pro Forma
GAAP GAAP Combined including GAAP Combined GAAP  GAAP
2013 2012 Objet 2012 Change Change 2011 Change
Research and development, net $ 5231 $ 19,65¢ $ 36,92: 166.1% 41.7%$ 14,36( 36.“%
Selling, general & administrative 202,79: 73,13( 141,23. 177.°% 43.6%  39,03¢ 87.2%
$ 255,100 $ 92,78¢ $ 178,1¢ 174.% 43.%% 53,39%¢ 73.%
Percentage of sales 52.1% 43.1% 49.6% 34.2%

Research and development expenses increased W#d @6ring 2013. The increase was driven primaniyhe results of a full year in
2013 of combined operations of Stratasys, Inc.@bjgt compared to only one month of combined opmmatin 2012 and the inclusion of
MakerBot operations in 2013.

Research and development expenses for 2013 indraassompared to research and development exp@msagqro forma combined basis
for Objet, for 2012. The increase was primarilywdr by increased investment in new product initegj an increase in headcount to support
these initiatives and the MakerBot transactioraddition to ongoing MakerBot research and develapiragpenses, we recorded an expense
$2.0 million for the MakerBot performance bonusmplRefer to note 2 to our consolidated financiateshents included in Item 18 of this
annual report for information regarding the MakerBerformance bonus plan and earn-out.

Research and development expense as a percentsgle®fncreased to 10.8% in 2013 as compared ¥ B 2012. This increase reflects
our intention to continue to invest in research dedelopment efforts, which focus on enhancingAidrtechnologies and developing
consumables that offer an even broader array asiply mechanical and aesthetic properties, airhbdoadening user applications. The
increase was partially offset by an increase irassh and development expense reimbursements eddeivonnection with our collaborative
agreements discussed below.
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Research and development expenses increass®l ¥ during 2012 as compared to 2011. The inereas driven primarily by new
product initiatives with respect to our producelinand by the inclusion of $1.5 million in expengdated to research and development
activities of Objet for the month of December 20IBe increase was partially offset by an increasesearch and development expense
reimbursements received in connection with ouradxtative agreements.

We have agreements with two manufacturing compameésr which we jointly advance certain of our prefary technology with each of
those two companies. The agreements entitle Lec&ivie reimbursement payments of costs actuallyriad under joint development projects.
During the years ended December 31, 2013, 2012@hd, approximately $3.6 million, $3.2 million afil.7 million, respectively, of research
and development expenses were offset by paymeattsvehreceived from these companies.

Selling, general and administrative expenses isehy 177.3% in 2013 as compared to the prior. yida increase was driven primarily
by the results of a full year in 2013 of combingei@ations of Stratasys, Inc. and Objet compareshtp one month of combined operations in
2012 and the inclusion of MakerBot operations dfterMakerBot transaction. These two transactioited $14.2 million in stock
compensation expense and $16.4 million in amortinaxpense related to intangible assets for 2B1&ddition, we recorded an expense of
$7.9 million to selling, general and administratesense for the MakerBot performance bonus plarfanthe revaluation of the MakerBot
earn-out in 2013.

Selling, general and administrative expenses fytar ended December 31, 2013 increased as caripaselling, general and
administrative expenses, on a pro forma combinsisiiar Objet, for the year ended December 31, 20h2 increase was primarily due to
significant integration expenses related to thegmsex, changes in our product distribution straiegglving independent sales agents and
resellers, which resulted in increased sales cosiamis, expenses for strategic sales and marketitigtives aimed at increasing our market
presence, an increase in administrative expenskebeadcount to support our growth, and the MaketBwisaction. In addition to ongoing
MakerBot selling, general and administrative expsnsve recorded an expense of $7.9 million forévaluation of the MakerBot performar
bonus plan and earn-out.

Selling, general and administrative expenses isedy 87.3% in 2012 as compared to the prior yidas. increase was primarily due to
$10.9 million of legal, advisory, accounting antegration expenses related to the Stratasys-Olgegen a $4.5 million charge for the
acceleration of stock option vesting upon the cigsif the Stratasy®bjet merger as well as significant expenses sadimg our new Mojo 3l
printer launch. In addition, expenses related tinge general and administrative activities of &bfor the month of December 2012 accountec
for $10.7 million of our selling, general and admsirative expenses. These additional expensesdedla $3.3 million charge for amortization
of the acquired order backlog adjusted to fair gatiDecember 1, 2012 and the inclusion of $0.Hanibf amortization expense related to
Objet intangible assets.

Operating Income (Loss)

Operating income (loss) and operating income (lassy percentage of our total net sales for thdHese years, as well as the percentage
change in operating income between those yearg, agefollows:

Pro Forma Pro Forma
GAAP GAAP Combined including GAAP Combined GAAP GAAP
2013 2012 Objet 2012 Change Change 2011 Change
Operating income (loss) $ (2893) $ 17,120 $ (14,23) -269.% 103.% $ 29,00¢ -41.(%
Percentage of sales 6.€% 8.C% -4.C% 18.¢%
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We recognized an operating loss for 2013 of $28IBomas compared to operating income of $17.1liarilin 2012, resulting in a reductic
of our operating income of $46.0 million, or 269.0%he increase in operating loss was primarilyitaitable to expenses of $73.9 million from
amortization of intangible assets attributablehi $tratasys-Objet merger and the MakerBot trainsaahd expense of $9.9 million for the
MakerBot performance bonus plan and revaluatiain@MakerBot earn-out for the 2013 as comparedrntoréization expense of $10.1 million
from intangible assets for 2012. The effect ofitlt@ease in amortization expense and MakerBot padace bonus plan and earn-out
revaluation on operating income was partially dffsethe increased systems, consumables and saalieg discussed above.

Operating loss for 2013 increased as compareddratipg loss, on a pro forma combined basis foeQlpr 2012. The increase in
operating loss was primarily attributable to exgeat$73.9 million from amortization of intangitdssets and expense of $9.9 million for the
MakerBot performance bonus plan and revaluatiaih@MakerBot earn-out for 2013 as compared to darativn expense of $48.3 million
from intangible assets in the pro forma combineerafing loss for 2012. The effect of the increasamortization expense and MakerBot
performance bonus plan and earn-out on operatone was partially offset by the increased systemssumables and service sales
discussed above, and non-recurring charges in @idtRssed in the next paragraph.

Operating income in 2012 decreased by $11.9 mijlbor#1.0%, relative to 2011. The decrease in dpgrancome was primarily
attributable to $10.9 million of legal, advisorgcaunting and integration expenses related to tfee8ys-Objet merger and a $4.5 million
charge for the acceleration of stock option vestipgn the closing of the Stratasys-Objet mergeadidition, the decrease was due to the
inclusion of Objet’'s December results, which inadda $1.1 million reduction in revenue for the atization of the acquired deferred revenue:
adjusted to fair value at December 1, 2012, $10liomof amortization expense related to intangibksets and stock compensation expen
$1.6 million related to the consummation of the geer

Other Income (Expense)

Other income (expense) and other income (expeissgparcentage of our total net sales for theliase years, as well as the percentage
change in other income between those years, wdmlaws:

Pro Forma Pro Forma
GAAP GAAP Combined including GAAP  Combined GAAP GAAP
2013 2012 Objet 2012 Change  Change 2011 Change
Other income (expense) $ @450 $ 138 3 2,12  -132.% 121.2% $ 2,34¢ -40.8%
Percentage of sales -0.1% 0.€% 0.6% 1.5%

Other expense in 2013 increased as comparatiéo income in 2012. The expense in 2013 is priyndue to net foreign currency
transaction losses.
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Income Taxes (Benefit)

Income taxes and income taxes as a percepfatet income before taxes for the last threesyes well as the percentage change in
income taxes between those years, were as follows:

Pro Forma Pro Forma
GAAP GAAP Combined including GAAP Combined GAAP GAAP
2013 2012 Objet 2012 Change Change 2011 Change
Income taxes (benefit) $ (2,47 $ 9,68 $ 9,4( 125.5% 126.5% $ 10,72 9.7%
As a percent of
income before income taxes 8.4% 52.2% -17.1% -83.&% -110.89% 34.2% 53.%

Stratasys, Inc.’s historical effective inaatax rate was between 32% and 35% from 2009 thr@0d1. Objet’s historical effective income
tax rate was between 9.8% and 11.9% during the gamed. As expected, our effective income tax rates for 2013 reflected a blending of
these historical effective income tax rates. Ofgative tax rate has varied significantly since Brecember 1, 2012 Stratasys-Objet merger du
to the lower tax rate in Israel, and changes in afiicome (loss) between the U.S. and Israel, elbas the impact of the tax benefit as a resu
of the realization of the deferred tax liabilitysasiated with the amortization of the intangibleeds.

During 2013, we adjusted our long-term tabes due to obtaining an approval from the IsrBak Authorities under the Approved
Enterprise and Beneficiary Enterprise programsduelto a recent amendment of the Israeli IncomeQranance, under which the corporate
tax rate will be 26.5% commencing on January 142@& a result, we recorded a net reduction of @gprately $0.6 million in its income tax
expense and in its deferred tax liabilities asgediavith the amortization of the intangible assets.

Net Income (Loss) Attributable to Stratasys Ltd.

Net income (loss) and net income (loss) psraentage of our total revenues for the lasetlgears, as well as the percentage change in r
income between those years, were as follows:

Pro Forma Pro Forma
GAAP GAAP Combined including GAAP Combined GAAP GAAP
2013 2012 Objet 2012 Change Change 2011 Change
Net income (loss) attributable to Stratasys | $ (26,95) $ 8,49 $ (21,57) 417.% 249% $ 20,62 58.6%
Percentage of Sales -5.€% 3.2% -6.C% 13.2%

For the reasons cited previously in thisrapeg and financial review and prospects sectiemhad a significant net loss for 2013 comp
to net income in 2012, and our net loss increasesbmpared to the net loss on a pro forma comtbasi$ including Objet, for 2012. For the
reasons cited previously in this operating andrfaia review and prospects section, our net incon2012 decreased as compared to our ne
income in 2011.
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Table of Operations on a Pro Forma Combined Includig Objet Basis

The following table sets forth unaudited fooma condensed combined for Objet statementpefations information for the year ended
December 31, 2012, which combine the historicabotidated statements of operations of Stratasgsaimd Objet, giving effect to the
Stratasys-Objet merger as if it had been consunthmatelanuary 1, 2012. This information has beeivelgifrom and should be read in
conjunction with the audited consolidated finansialtements of Stratasys Ltd. included in this F2ést.

Year ended December 31, 2012

(in thousands)

Historical Pro Forma

Combined  Adjustments Combined
Net sales 357,98 1,06¢ (a) 359,05
Cost of sales 160,02 35,10¢ (a)(b)(c)(d)(e 195,13:
Gross profit 197,96: (34,041 163,92
Research and development 34,28¢ 2,637 (b) (c) 36,92
Selling, general and administrative 147,03t (5,809) (a)(b)(c)(d)(e 141,23.
Operating income (loss) 16,64: (30,879 (14,23)
Other income 2,12¢ - 2,12¢
Income (loss) before taxes 18,76¢ (30,879 (12,109
Income taxes 11,69( (2,287) (f) 9,407
Net income (loss) attributable to Strata
Ltd. 7,01¢ (28,597) (21,577

The specific pro forma adjustments are devis:

a) Elimination of one-time expense as arising from$ti@atasys-Objet merger related to the amortizaifquurchase price adjustments for
acquired deferred revenues, inventory and ordeklbgcSuch amounts are not reflected above as #meseonsidered nonrecurring
charges that are to be included in the statememp@fations within twelve months following the tsastion.

Accordingly, pro forma adjustments for oimad expenses have been included as follows:

Year ended
(in thousands) December 31, 201
Revenues $ 1,06¢
Cost of sales—Products (2,82)
Selling, general and administrative (3,269

b) To reflect the amortization of intangible assetsiag from the Stratasys-Objet merger. Accordinghg forma adjustments for
amortization expense have been included as foll

Year ended
(in thousands) December 31, 201
Cost of sales—Products $ 36,01¢
Selling, general and administrative 8,22(
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d)

To reflect stock-based compensation expense. Gtajek options vest over a four-year period and weailg exercisable upon the
consummation of a liquidity event. Objet treateel $hock options as performance-based awards amtucend that such performance
condition was not probable. As a result, no stoakdal compensation expense had been recognizedstanuiing Objet stock options.
The Stratasys-Objet merger was a liquidity evedt\asted options became exercisable at the dale @tratasys-Objet merger. Under
reverse acquisition accounting, Objet stock optiwase deemed (for accounting purposes only) teptaced by Stratasys options. The
fair value of these replacement options is detesahioy using the current Stratasys stock price aspar to the Black-Scholes valuation
model. The total fair value of these options of BZ2million was allocated $183 million to servigesdered prior to the merger date
based upon vesting and included as part of thehpsecprice and $44.7 million to services to be eead after the merger date, and is
being included in future stock-based compensatkperse. Accordingly, pro forma adjustments to iaseestock-based compensation
expense have been included as follo

Year ended
(in thousands) December 31, 201
Cost of sales—Products $ 1,02¢
Cost of sales—Services 1,21¢
Research and development 3,20¢
Selling, general and administrative 17,19(

Elimination of one-time stock-based expense. Utldeterms of the option awards, certain Stratdsgs,stock options granted prior to
the date of the Stratasys-Objet merger agreemenet fully exercisable automatically upon the consiation of the Stratasys-Objet
merger. Stratasys, Inc. recognized a one-time gbasked compensation expense of $3.8 million omitkeger. Such amount is not
reflected above as it is considered a nonrecuniragge that is be included in the statement ofatfmers within twelve months following
the transaction.

Accordingly, pro forma adjustments for stock-basethpensation expense have been included to rethalelsased compensation
expense as follow:

Year ended
(in thousands) December 31, 201
Cost of sales—Products $ (295)
Cost of sales—Services (39
Research and development (56¢)
Selling, general and administrative (2,90)

Elimination of transaction costs. Total transactiosts related to the merger of $25 million werded as an expense in combined
selling, general and administrative expenses foytar ended December 31, 2012. These costs hamgdraoved from selling, general
and administrative expenses with a pro forma aufjest for the year ended December 31, 2012 as tuste do not have an ongoing
impact.

Income tax expense. To reflect the effect of that8sys-Objet merger on the (provision) benefiticome taxes (with the exception of
nor-tax-deductible stoc-based compensation expense and transaction costeefyear ended December 31, 2(
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Results of Operations on Non-GAAP Basis

The following table sets forth certain uniged historical non-GAAP data for the year endedémeber 31, 2013 and unaudited pro forma
condensed combined including Objet non-GAAP datadlfe year ended December 31, 2012.

2012 Pro Forma
2013 Combined including
Non-GAAP Objet Non-GAAP Change

Gross profit $ 288,89( $ 208,36 38.6%
Operating income 97,68: 74,15¢ 31.7%
Net income attributable to Stratasys L 81,95¢ 59,58¢ 37.5%

The following table sets forth certain uniged historical non-GAAP data for the year endedémeber 31, 2013 and unaudited pro forma
condensed combined n@AAP data for the year ended December 31, 2018 pescentage of net sales for the years ended eredt, 201
and 2012.

2012 Pro Forma
2013 Combined including
Non-GAAP Objet Non-GAAP

Net sales 100.0% 100.0%
Gross profit 59.4% 58.0%
Operating income 20.1% 20.7%
Net income attributable to Stratasys L 16.8% 16.6%

The foregoing non-GAAP data, which exclulde tategories of expenses described below, ar&haxP financial measures. Our
management believes that these non-GAAP finanaasures are useful information for investors amdediolders of our company in gauging
our results of operations (x) on an ongoing baftes ¢the Stratasys-Objet merger and MakerBot tretiga, and (y) excluding non-cash charges
for share-based compensation and amortizationtafigible assets, which do not reflect actual caglays that impact our liquidity or our
financial condition, as assessed by managemenseTinen-GAAP financial measures are presented toip&wvestors to more fully understand
how management assesses our performance. Thetiimgaf using these noBAAP financial measures as performance measurdbairéhey
provide a view of our results of operations withmaiuding all events during a period, such asdffiects of merger-related, non-cash
compensation and other charges, and may not prevagdenparable view of our performance to other camigs in our industry. The
presentation of these n@BAAP measures is not meant to be considered iatisol or as an alternative to any measure of fiigperformanct
calculated in accordance with GAAP. A reconciliatf historical and pro forma GAAP to the histotiaad pro forma non-GAAP results of
operations is set forth at the end of the followdigcussion.
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Discussion of Results of Operations on Non-GAAP Biss
Gross Profit

Gross profit for the past two years, grasdipas a percentage of sales, as well as theeptage change from year to year, were as follow

2012 Pro Forma

2013 Combined including

Non-GAAP Objet Non-GAAP Change

Gross profit $288,89( $ 208,36: 38.6%
Percentage of sales 59.4% 58.(%

Non-GAAP gross profit for 2013 increasedcaspared to non-GAAP gross profit, on pro forma bored basis for Objet, for 2012. The
increase was primarily attributable to sales growtsystems, consumables and services as weleas¢hger with MakerBot on August 15,
2013 as discussed above.

Non-GAAP gross profit in 2013 as a perceatafjsales increased as compared to 2012 on aprafcombined basis for Objet primarily
due to increased systems, consumables and seal@ev®lume to cover fixed overhead, a producttimit favored our higher-margin
Production series and high-end Design series sgstemh strong growth in our high-margin consumabidss.

Operating Income

Operating income and operating income asregmtage of our total revenues for the last twargjeas well as the percentage change in
operating income between those years, were asgllo

2012 Pro Forma

2013 Combined including
Non-GAAP Objet Non-GAAP Change
Operating income $ 97,68 $ 74,15¢ 31.%
Percentage of sales 20.1% 20.7%

Non-GAAP operating income for 2013 increaasdompared to non-GAAP operating income, on gnm& combined basis for Objet, for
2012. The increase in operating income was primdrik to the increase in sales and gross profiudised above. The increase in operating
income attributable to sales growth was partiaffget by an increase in operating expenses retategsearch and development initiatives,
changes in our product distribution strategy inirgdvindependent sales agents, which resulted ire@sed sales commissions, expenses for
strategic initiatives to increase our market presdry intensifying marketing efforts and an incesmsadministrative expenses and headcount
to support our growth. The decrease in operatingrite as a percentage of sales for 2013 as comuatlee prior year reflects our commitm
to invest in strategic initiatives in order to soppour long-term growth as well as the inclusidivakerBot.
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Net Income Attributable to Stratasys Ltd.

Net income and net income as a percentagardbtal revenues for the last two years, as agthe percentage change in net income
between those years, were as follows:

2012 Pro Forma
2013 Combined including
Non-GAAP Objet Non-GAAP Change
Net income attributable to Stratasys L $ 81,95¢ $ 59,58t¢ 37.5%
Percentage of sales 16.£% 16.€%

Non-GAAP net income in 2013 increased by.$2gillion, or 37.5%, as compared to non-GAAP mebme, on a pro forma combined
basis for Objet, for 2012. In addition to the fastdiscussed above, non-GAAP net income increasedrapared to the prior year primarily
due to a decrease in the effective tax rate. (factfe tax rate has varied significantly since Brecember 1, 2012 Stratasys-Objet merger due
to the lower tax rate in Israel, and changes in afiicome (loss) between the U.S. and Israel. ddwrease in the effective tax rate in Israel
result of our tax benefits granted under the “AppbEnterprise” and “Beneficiary Enterprise” stafi& expect to realize significant tax
savings based on the determination that some ahdustrial projects have been granted “ApproveteEmise” and “Beneficiary Enterprise”
status, which provide certain benefits, includiag €xemptions for undistributed income and reduagdates. In addition, we are a Foreign
Investors Company and Industrial Company as definyeithe Israeli Investment Law, which entitles asurther reductions in the tax rate
normally applicable to Approved Enterprises anddemry Enterprises, depending on the level oéfgn ownership, and certain tax benefits.

The entitlement to the above benefits isdatonal upon our fulfilling the conditions stipuéd by the Investment Law and related
regulations. Should we fail to meet such requiresienthe future, income attributable to our Apprd\Enterprise and Beneficiary Enterprise
programs could be subject to the statutory Isa®{porate tax rate and we could be required tandfuportion of the tax benefits already
received with respect to such programs.
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Reconciliation of GAAP and Non-GAAP Results of Opeations

(in thousands)

2012 Pro
Forma 2012 Pro Forma
2013 Non-GAAP 2013 Combined Non-GAAP  Combined including
GAAP Adjustments Non-GAAP  including Objet Adjustments Objet Non-GAAP
Gross profit (1) $ 226,17: $ 62,717 $ 288,89 % 163,92: $ 44,43 $ 208,36
Operating income (loss) (1,2) (28,93) 126,61: 97,68: (14,23) 88,39( 74,15¢
Net income (loss) attributable
Stratasys Ltd. (1,2,3) (26,959 108,91 81,95¢ (21,577 81,16¢ 59,58¢
(1) Acquired intangible assets
amortization expense 45,68¢ 37,14¢
Deferred revenue and inventory
purchase price adjustments 13,65« 3,892
Non-cash stock-based compensation
expense 2,98( 2,66
Merger related expense 394 73€
62,717 44,43¢
(2) Acquired intangible assets
amortization expense 17,06¢ 9,50(
Nor-cash stock-based compensation
expense 21,28: 25,18¢
Earn-out obligation and performance
bonus expense 9,867 -
Merger related expense 15,68: 9,26:
63,89¢ 43,95
126,61 88,39(
(3) Tax expense related to adjustments (27,579 (7,225)
Depreciation and amortization
expense attributable to non-
controlling interest (125) -
(17,700 (7,225
$ 108,91: $ 81,16¢

Forward-looking Statements and Factors That May Afft Future Results of Operation
See “Cautionary Note Regarding Forward-lagkstatements” at the beginning of this annual nteffollowing the table of contents).
Variability of Operating Results

Our sales and profitability may vary in agiyen year, and from quarter to quarter, dependimthe number and mix of products sold and
the average selling price of the products, andils® affected by the seasonality of our businesadtition, due to competition, uncertain
market acceptance and other factors, we may béreelgo reduce prices for our products in the feitur

Our future results will be affected by a raenof factors, including our ability to: increase number of units sold; develop, introduce anc
deliver new products on a timely basis; accuraseljcipate customer demand patterns; and managesfutventory levels in line with
anticipated demand. Our results may also be affdnyecompetitive factors, the extent to which oostaeduction program succeeds, the
availability of working capital, results of litigah, the enforcement of intellectual property rigtdurrency exchange rate fluctuations and
economic conditions in the geographic areas in vhie operate. There can be no assurance thatsiaribal performance in sales, gross pi
and net income (loss) will improve or even continurethat sales, gross profit and net income (losany particular quarter will improve over
those of preceding quarters, including comparabbeters of previous years. See Item - “Risk Factor” above.
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Effective Corporate Tax Rate

See “Israeli Tax Considerations and Govemtreograms — General Corporate Tax Structurerael$in Iltem 4.B above for a discussi
of the general tax structure in Israel and appleabrporate tax rates.

In 2013, we derived a significant portionoofr income from facilities granted Approved or Béciary Enterprise status, and therefore our
effective tax rate was significantly reduced frdme historic rate of Stratasys, Inc. See “Israek Tansiderations and Government Programs -
The Law for the Encouragement of Capital Investrsiint tem 4.B above. Income tax expense in outohisal financial statements prior to
2013 related primarily to the income taxes of neraéli subsidiaries, as income from Objet Ltd. watuded only for the month of December,
2012, subsequent to the Stratasys-Objet merger.

In the event we have taxable income in Isdarived from sources other than Approved or Bieiegy Enterprises, such income would be
taxable at the regular Israeli corporate tax rdesribed above.

As part of the process of preparing our otidated financial statements, we must estimatdraome taxes in each of the jurisdictions in
which we operate. This process involves our estirgadur actual current tax exposure together wstteasing temporary differences resulting
from differing treatment of items for tax and aconting purposes. Actual income taxes could vary fthese estimates due to future changes i
income tax law or results from final tax examinas@and reviews.

Effects of Government Regulations and Location onwr Business

For a discussion of the effects of Israeli@nmental regulation and our location in Israebar business, see “Israeli Tax Considerations
and Government Programs” in Item 4.B above andRiigks related to operations in Israel” in Item Zabove.

Inflation

We believe that inflation has not had a malteffect on our operations or on our financiahdition during the three most recent fiscal
years.

Foreign Currency Transactions
See “Foreign Currency Exchange Risk” in Iteirbelow for a discussion of foreign currency s@etions.
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B. Liquidity and Capital Resources

A summary of our statement of cash flowstfarthree years ended December 31, 2013 is asvill

2013 2012 2011
Net income (loss $ (26,900 % 8,82: $ 20,62¢
Depreciation and amortization 92,43¢ 19,497 10,34¢
Deferred income taxes (19,449 (2,26€) (119
Stock-based compensation 24,26 8,87¢ 1,58
Excess tax benefit from stock options (2,817%) (15,197 (2,620
Change in working capital and other (35,49¢) (18,247 (7,316
Net cash provided by operating and other activ 32,02¢ 1,49¢ 22,51
Net cash provided by (used in) investing activi (226,75)) 81,51¢ (38,80i)
Net cash provided by financing activiti 474,91t 30,48¢ 8,76¢
Effect of exchange rate changes on cash 69 238 63
Change in cash and cash equivalents 280,26: 113,73: (7,462)
Cash and cash equivalents, beginning of year 133,82t 20,09: 27,55¢
Cash and cash equivalents, end of year $ 414,08 $ 133,82 $ 20,09:

Our cash and cash equivalents balance isede® $414.1 million at December 31, 2013 from3&3nillion at December 31, 2012. The
increase was primarily due to the net proceed£62® million from the sale of 5,175,000 of ouriaaty shares, which closed on September
18, 2013. Cash also increased due to $15.3 mifif@dditional cash provided by financing activitiagich primarily reflected the proceeds
from the exercise of stock options. These increagee offset by the $ 226.8 million used in invegtactivities, which primarily reflected the
increase of $180.3 million in short-term bank défsosnd the acquisition of $ 33.3 million of profyeand equipment. Our cash and cash
equivalents balance increased to $133.8 milliddextember 31, 2012 from $20.1 million at December2B1 1. The increase was primarily
to $81.5 million of cash provided by investing aities, which reflected the sale and maturity ofeéstments and cash acquired in the Stratasy
Objet merger. In addition, cash provided by finagcactivities provided $30.5 million in proceedsrir the exercise of stock options and the
related excess tax benefit.

Cash flow from operating activities

We generated cash from operating activife® 32.0 million during 2013. The net loss of $illion was favorably adjusted due to non-
cash charges for depreciation and amortizatiord@f4million and stock-based compensation expeh$243 million. Non-cash charges that
unfavorably affected cash from operating activitiese the deferred tax benefit and excess tax hdrah stock option exercises.

Changes in working capital using cash frgrarations, driven by strong order flow, include#i3®.3 million increase in accounts
receivable, an increase in our net investmentlessgpe leases of $4.9 million and an increasevantory of $ 27.1 million in anticipation of
continued strong order flow. In addition, an inge#n prepaid expenses and other assets, resultedh used in operating activities of $2.8
million. Changes in working capital providing céefsbm operations included a $18.8 million increasadcounts payable and other liabilities,
primarily driven by an overall increase in opergtexpenses. The majority of the remaining cash foperations included an $11.6 million
increase in unearned revenues and change in theoaaobligations of $0.8 million.

We generated $1.5 million in cash from opeggactivities during 2012. Net income of $8.8 it was favorably adjusted for non-cash
charges of $19.5 million in depreciation and anzation and stock-based compensation expense on§iBi®n. Non-cash charges that
unfavorably affected cash provided by operatingvaigts were a $2.3 million deferred tax benefidan$15.2 million excess tax benefit from
stock option exercises.

Changes in working capital providing casinfroperations in 2012 included a $21.3 million @ase in accounts payable and other curren
liabilities primarily driven by an overall increaseoperating expenses and timing of payments. &adese in unearned revenues and other no
current liabilities provided cash from operatiofi$0.9 million. Changes in working capital usingsbdrom operations included a $28.5 mill
increase in accounts receivable due to strong dimerand the merger and an increase of inventdf7o7 million in anticipation of strong
order flow and expected sales growth resulting ftbenxmerger. An increase in receivables from sgips-eases used cash of $4.2 million,
reflecting strong sales growth and continued siecoésur leasing program.
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We generated $22.5 million in cash from agiag activities during 2011, primarily driven bgtrincome of $20.6 million. Net income was
adjusted for non-cash charges of $10.3 milliongpréciation and amortization, stock-based compemsakpense of $1.6 million, a $1.8
million gain on the sale of an equity investmend an auction rate security, excess tax benefittark option exercises of $2.6 million and
$0.3 million from deferred tax benefits and thengam disposal of fixed assets.

Changes in working capital that providedhciiem operations in 2011 included a $6.5 milliaorease in accounts payable and other
current liabilities primarily driven by an overaficrease in operating expenses and timing of patsn@ndecrease in prepaid expenses,
unearned revenues and other assets provided caslofrerations of $2.3 million. Changes in workirgital using cash from operations
included a $5.8 million increase in accounts regigi® due to strong order flow and an increaseadritory of $5.8 million in anticipation of
strong order flow, anticipated sales growth fortb®gstems and consumables and the acquisitionliafsBape. An increase in receivables from
sales-type leases used cash of $2.6 million, riflgstrong sales growth and the success of osirlggrogram.

Cash flow from investing activities

Our investing activities used cash of $ 826illion in 2013 and $38.8 million in 2011 and piaed cash of $81.5 million in 2012. The
purchase of short-term bank deposits used cash88.$ million for investing activities in 2013. Tkale and maturity of investments, net of
investment purchases provided $54.9 million and$gllion in 2012 and 2011, respectively.

Property and equipment acquisitions, netadés, totaled $ 32.6 million, $11.8 million, art$8 million in 2013, 2012 and 2011,
respectively. Over the three-year period ended Bee 31, 2013, our principal property and equipna&gjuisitions were for manufacturing or
engineering development equipment, tooling, leaskingprovements and the acquisition of computetesys and software applications.
Payments for intangible assets, including patemdiscapitalized software, amounted to $4.7 milli®8.0 million and $4.3 million in 2013,
2012, and 2011, respectively.

The merger with MakerBot used $8.8 millidrcash for investing activities in 2013 relatecctmsideration paid net of cash acquired. The
all-stock Stratasys-Objet merger provided $41.5ionilof cash for investing activities in 2012. Téesh acquisition of Solidscape, net of cash
acquired, used $38.6 million of cash for investiagjvities in 2011.

Cash flow from financing activities

On September 18, 2013, we completed theigpaffering of 5,175,000 of our ordinary shares aeckived net proceeds of $462.9 million.
Proceeds from the exercise of stock options pravaesh of $12.5 million, $15.3 million and $6.1 Iioit in 2013, 2012 and 2011, respectivi
The excess tax benefit from the exercise of st@tlons and warrant was $2.8 million, $15.2 millamnd $2.6 million for the years ended
December 31, 2013, 2012 and 2011, respectively.

Capital resources and capital expenditures

Our total current assets amounted to $ 85@libn at December 31, 2013, most of which coresif cash and cash equivalents, short-
term bank deposits, accounts receivable, and inviesst Total current liabilities amounted to $13iflion. Cash and cash equivalents are
primarily held in banks in Israel, Switzerland a&hd U.S., with only minor amounts subject to arstrietions on movement of balances within
our company and our subsidiaries. We also entettechi $250 million revolving credit facility on Nemnber 8, 2013, which has no balance
outstanding and is described in more detail in Bai@ our consolidated financial statements inalliteltem 18 of this annual report. We
believe that we will have adequate cash and casérgted from operating activities to fund our omgobperations during 2014. We may make
investments in property and equipment, processamgments, information technology, or IT, and humesource development activities that
will be required for future growth. We estimatettie will spend between approximately $50 milliord&70 million in 2014 for property and
equipment.

The initial consideration in the MakerBairisaction was in the form of issuance of our omjiishares. As described in more detail in note
2 to our consolidated financial statements incluideltem 18 of this annual report, MakerBot stakdbos were eligible for performance based
earn-out and bonus payments up to an aggregat8 dafillion shares. The value of any shares earrni#édb@equal to the price of Stratasys
ordinary shares on the date the amount of shadetésmined. Based on the results for the firsh-@at period, which ended on December 31,
2013, we have determined that the earn-out paymidirtie $12.0 million and the payment for the penfiance plan will also be $12.0 million
(both subject to change in the Stratasys share petween December 31, 2013 and the payment daieh v8 expected to occur primarily in
March 2014). The earn-out and bonus payments withiade in issuance of our stock or in cash, omzbatation thereof, at our discretion,
which we will determine at the time of payment. Tuerent range of the undiscounted amounts thatouéd be obligated to pay in 2015 for
the second earn-out period that ends December034, i8 between zero and approximately $108.2 millar the earn-out and the same range
for the performance bonus plan (both based onaStyatshare price at December 31, 2013).
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As part of our business strategy, we placotesider and, as appropriate, make acquisitiomshafr businesses, products, product rights or
technologies. Our cash reserves, other liquid sassat availability under our revolving credit figilmay be inadequate to consummate such
acquisitions and it may be necessary for us teisbiares or raise substantial additional fundkerfuture to complete future transactions. In
addition, as a result of our acquisition effortg, are likely to experience significant chargesamings and significant cash outflows for
mergers and related expenses (whether or not fartseére successful) that may include transaatasts, closing costs or costs of restructu
activities.

Revolving credit facilit

On November 8 , 2013, our company and Styatinternational Ltd., our wholly-owned subsidiamhich served as borrower, entered intc
a credit agreement with Bank of America, N.A., @f, as administrative agent and swing line lended the other lenders party thereto.
Under the credit agreement, Citibank, N.A. and HIB@k USA, National Association, serve assgmdication agents and Silicon Valley B
serves as documentation agent.

The credit agreement provides for a fiveryesolving credit facility in an aggregate prinaimmount of up to $250 million. The revolving
credit facility permits swing line loans of up teetlesser of: (1) $25 million and (2) the aggregat@mitments of all the lenders. The borrower
has the right to make up to three requests to aser¢he aggregate commitments under the revolvetjtdacility by an aggregate amount for
all such requests of up to $75 million, providedtttin each case, the lenders (including new lemdéo are eligible assignees under the credi
agreement) are willing to provide such new or iasetl commitments and certain other conditions a&te m

All of the obligations under the credit agmeent are unconditionally guaranteed by our compaalyby our (and the borrower’s) active
U.S. and Israeli subsidiaries (excluding, throughend of 2014, MakerBot and its subsidiaries).

At the borrower’s option, revolving loansdan the credit agreement (other than swing linedpavill accrue interest based on either (i) the
Eurodollar Rate (the London Interbank Offered Ratd,IBOR) plus a margin based on our Consolidatexderage Ratio (defined as
consolidated funded indebtedness over consolidaBd@iDA (as defined in the credit agreement) for pinevious rolling four quarters (to whi
we refer as the leverage ratio); or (ii) a base adt(a) the federal funds rate plus a marginB@fA’s announced prime rate, or (c) the
Eurodollar Rate plus a margin, whichever is highglsis a margin that is dependent on the leverafie (we refer to the foregoing interest rate
under the credit agreement as the base rate). Siwentpans will accrue interest at the base réus fhe then-applicable margin for base rate
loans.

Payments of the principal amounts of (i)alging loans are due on the fifth anniversary & tifosing of the facility, which we refer to as
the maturity date, and (ii) swing line loans are dn the earlier of (a) 10 business days after karhis made, or (b) the maturity date. Interes
on Eurodollar Rate Loans is payable on the lastadaach interest period (provided that if an iegtperiod exceeds three months, such int
payments are also due on the dates falling eveegtimonths after the beginning of such interesoggand, for any base rate loan, is payable
on the last business day of each calendar quarter.

Borrowings under the credit agreement agglalvle for general corporate purposes (includimighout limitation, permitted acquisitions
and investments) and for other permitted purpostfogth in the credit agreement.

The borrower must also pay a commitmenbie¢he unused portion of the revolving credit filaciat a rate of 0.375% to 0.425% based on
the leverage ratio.

The borrower may prepay, reduce or termitteecommitments, in whole or in part, in minimumaunts without premium or penalty,
other than customary breakage costs with respdetitodollar Rate borrowings.

The credit agreement contains customaryesgmtations and warranties, and affirmative an@thegcovenants. The negative covenants
include, without limitation, restrictions on indebihess, liens, investments, and certain dispositibne negative covenants are each subjec
number of specific exceptions, as well as broadeegtions which are a function of our consoliddtaencial status. These broader exceptions
include, among other things, the ability of our @amy, the borrower, or any of their subsidiariemtike investments, consummate acquisi
(as such terms are defined in the credit agreememd)incur additional unsecured indebtednessaridim of convertible unsecured bonds or
similar convertible securities, as long as certainditions are met. We believe that we were in danpe with the affirmative covenants under
the credit agreement as of December 31, 2013.

The credit agreement also contains customaents of default that entitle the lenders to eaarsy or all of the borrower’s indebtedness to
become immediately due and payable, including, apoaher things: (i) failure to pay any principal ehdue and payable; (ii) failure to pay
interest within five days after it is due; (iii)ifiare to comply with certain covenants and repréations; (iv) a change of control (as defined in
the credit agreement); (v) cross-defaults basediedaults under certain other agreements; (vi) taatanance by us of material monetary
judgments that remain unstayed; (vii) insolvencg bankruptcy defaults. There are also customargegpariods provided before certain eve
are deemed events of default under the credit aggee

Contractual obligations

For information concerning our material coitments as of December 31, 2013, see Item 5.F b¢ Tabular Disclosure of ContractL



Obligations”).
C. Research and Development, Patents and Licensé&s¢.

For a discussion of our research and dewsdop policies, see “Research and Development” &adjtilation— Israeli Tax Considerations
and Government Programs — Law for the Encourageofedapital Investments” in Item 4.B above and‘tRisks related to operations in
Israel” in Item 3.D above.

D. Trend Information.

For trend information, see the Risk Factiscribed in Item 3.D above, the “Overview” and &2ating Results” sections of this Item 5 -
“Operating and Financial Review and Prospects”lterd 4 - “Information on the Company” above.

E. Off-Balance Sheet Arrangements.

Except for standard operating leases, we mat engaged in any off-balance sheet arrangemsemts as the use of unconsolidated
subsidiaries, structured finance, special purposiéies or variable interest entities.

We do not believe that our off-balance slaeetngements and commitments have or are reasdiladdy to have a current or future effect
on our financial condition, changes in financiahdiion, revenues or expenses, results of opergtiaquidity, capital expenditures or capital
resources that is material to investors.
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F. Tabular Disclosure of Contractual Obligations.

The following table summarizes our matekimwn contractual obligations and commitments aBedfember 31, 2013 that we expect to
require significant cash outlays in the futuretfiousands):

Payments Due by Period

Less Than 1-3 3-5 More Than
1 Year Years Years 5 Years
2019 and
Total 2014 2015-2016 2017-2018 Thereafter
Operating lease obligations (1) 64,847 $ 7,05¢ % 1593¢ $ 10,88: $ 30,97(
Purchase obligations (including
purchase orders) 65,76¢ 65,76: - - -

$ 130,61 $ 72821 $ 1593¢ $ 10,88: $ 30,97(

(1) Includes lease obligations ffacilities.

The total amount of unrecognized tax bendéditaincertain tax positions was $7.4 million adeicember 31, 2013. Payment of these
obligations would result from settlements with taxauthorities. Due to the difficulty in determigithe timing of resolution of audits, these
obligations are not included in the above table.
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ITEM 6. DIRECTORS, SENIOR MANAGEMENT AND EMPLOYEES
A. Directors and Senior Management.

The following table lists the names and adesuo current directors, as well as the names, agdspositions of the current members of our
senior management, as of the filing date of thisuahreport:

Name Age Position

S. Scott Crump 60 Chairman of the Board of Directors and Chief InrtaaOfficer
Elchanan Jaglom 72 Chairman of the Executive Committee

David Reis 53 Chief Executive Officer and Director

Edward J. Fierko 72 Director

llan Levin 48 Director

John J. McEleney 51 Director
Clifford H. Schwiete 66 Director

Ziva Patir 64 Director

Eyal Desheh 61 External Director

Victor Leventhal 69 External Director

Erez Simha 51 Chief Financial Officer and Chief Operating Offidésrael)

S. Scott Crumpwho has served as our Chairman of the Board shec8&tratasys-Objet merger and as our Chief Inmmv®fficer since
February 2013, previously served as Chief Execuiffecer, President, Treasurer and a director oditdsys, Inc. from its inception in 1988
until the Stratasys-Objet merger, and as Chiefrigizd Officer of Stratasys from February 1990 toyM#&97. Mr. Crump was, with Lisa H.
Crump, his wife, a co-founder of Stratasys, Innd &ae is the inventor of our FDM technology. Durthg period from 1982 to 1988, Mr.
Crump was a co-founder and Vice President of SHIESEA, Inc., which later changed its name to 8tfinologies, Inc., a leading
manufacturer of force, load and pressure transdusér. Crump continued to be a director and shddan®f that company until its sale to
Vishay Intertechnologies, Inc. (NYSE: VSH) in Ap2i005. Mr. Crump holds a B.S. in mechanical enginggfrom Washington State
University.

Elchanan Jaglonmas served as Chairman of the Executive Commiftearocompany since the Stratasys-Objet mergeor Ruithat time,
he served as Chairman of Objet’s board of diredtors 2001 until the Stratasys-Objet merger. Mgldm also served as the Chairman of
Diamond Capital Management Ltd., the investmentagan of the Diamond Group of investment funds,|dathuary 2, 2014. In parallel to his
involvement with these entities, Mr. Jaglom hasnbi@eeolved in investment management of furghyate equity and venture capital investn
since the early 1980s, focusing primarily on eatlyge technology companies. He is currently a mewitthe Board of Trustees of the Tel
Aviv Museum of Art and the Ben Gurion Universitytble Negev. He holds a bachelor’s degree in ecarmamd statistics from the Hebrew
University in Jerusalem and an M.B.A. from New Y dfkiversity.

David Reishas served as our (and, prior to the Stratasyst@igeger, as Objet’s) Chief Executive Officer simdarch 2009 and as a
director since June 2013. He also served as atdiretObjet from 2003 until the closing of the &asysObjet merger. Previously, he serve
Chief Executive Officer and President of NUR Maaiofers Ltd. (NURMF.PK), a wide format printer mdacturer that was acquired by HP,
from February 2006 to March 2008. Prior to joinlgR, Mr. Reis served as the Chief Executive Offiged President of ImagelD, an
automatic identification and data capture solupoovider, and of Scitex Vision (NASDAQ & TASE: SCjXa developer and manufacturer of
wide-format printers. Mr. Reis holds a B.A. in Ecamics and Management from the Technion/Israelturstiof Technology and an M.B.A.
from the University of Denver.
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Edward J. Fierkg who has served as a director of our company she&tratasys-Objet merger, also served in thzaaty for Stratasys,
Inc. from February 2002 until the merger. Since N2@®3, Mr. Fierko has been President of EJF Assegia consulting firm. From March
2003 to May 2003, Mr. Fierko was Vice PresidenG& Osmonics, Inc., a manufacturer of reverse osnater filtration devices. From
November 1999 through February 2003, he servedessdent and Chief Operating Officer of Osmonical rom November 1998 i
September 1999 he served as Executive Vice Preésfl@smonics. From September 1987 to August 1B88Fierko was President and CEO
of Ecowater International, a holding company wiffeating companies in the water, waste and sppakss treatment industry. Prior to that,
Mr. Fierko held several management positions o\#3-gear career at General Electric Company (NYSE). He holds a B.S. in Accounting
from La Salle University.

llan Levinhas served as a director of our company since 2000.evin was appointed as President and Vice @i of the Objet board
in February 2011, in which position he remained|thé Stratasys-Objet merger. He has been invoivegnture capital and private equity
investment activity since 1997, acting as a mernobéne board of directors and as an advisor foidewariety of technology-related
companies, as well as a director for Vision Sigrteh [TLV: VISN:IT). From 2003 through 2009, he sedvas Chief Executive Officer of
CellGuide Ltd. He holds a B.A.Sc. from the Univéysif Toronto and an LL.B. from Tel Aviv University

John J. McEleneywho has served as a director of our company shme&tratasys-Objet merger, served as a dire€tiratasys, Inc.
from 2007 until the Stratasys-Objet merger. Héés€hief Executive Officer of Onshape Inc. a vemitoaicked start-up company focused on
applying modern computing to the 3D product desigmket. Prior to Onshape he was the Chief Execuativ@loud Switch, which was
acquired by Verizon. He served as a director ofd8@brks Corporation, a wholly owned subsidiary @d3ault Systemes S.A. (NASDAQ:
DASTY), from June 2000 to May 2008, and also sem®its Chief Executive Officer from 2001 until &2007. Mr. McEleney joined
SolidWorks in 1996, serving in several capacitiesluding Chief Operating Officer and Vice Presitjehmericas Sales. Prior to joining
SolidWorks, Mr. McEleney held several key managerpesitions at CAD software pioneer Computervisiml at defense contractor
Raytheon. Mr. McEleney also serves as a directdtexiforma, a privately held software company. Hel@ B.S. in Mechanical Engineering
from the University of Rochester, an M.S. in Maraifeing Engineering from Boston University and arBM\. from Northeastern University.

Clifford H. Schwietehas been a director of our company since the Syrst@bjet merger, after having served in that seapacity for
Stratasys, Inc. from 1994 until the merger. Sin@g@® Mr. Schwieter has been the President and aifiag Director of C.H. Schwieter and
Associates, LLC, a management and financial coimgulirm; he also served in that capacity from 18@2002. From 2002 to 2009, Mr.
Schwieter was the President and Chief Executivee@fbf Concise Logic, Inc., a software developmmarhpany focused on semiconductor
design tools. From July 1992 to March 1994, heesas President, Chief Executive Officer and acttireof Centric Engineering Systems,
Inc., which was engaged in the development of m@ichhdesign and analysis software for computirggesyis ranging from workstations to
mainframes and massively parallel networked comgunvironments. Mr. Schwieter was Vice Presidedt@eneral Manager of the
Electronic Imaging Systems Division of the DuPoon@any (NYSE: DD) from 1986 to 1991. From 1971 8@, Mr. Schwieter was with the
General Electric Company (NYSE: GE), where he stagVice President of GECalma Company from 1985 to 1986 and was resperfsit
that subsidiary’s worldwide business in the mectaidesign and factory automation arena. He wasidtnet and Representative Director of
GE Industrial Automation, Ltd., a joint venture Wween GE and C. Itoh & Company located in Tokyonfrb982 to 1985. He holds a B.S. in
Industrial Management from the University of Cincéi.

Ziva Patirhas served as our director since June 2013, wheewah elected as an unclassified director purgoaar amendment to our
amended articles that was adopted in June 2018e &iebruary 2014, Ms. Patir serves on the boadirettors of ELTA Systems Ltd., an
Israeli provider of defense products and serviBég also serves as a member of the board of Lah@al-Aviv University, the leading provid:
of executive education in Israel, a position the bas held since 2003. Ms. Patir served as the Riiesident of Standards, Policy and
Sustainability for Better Place, an infrastructekectrical vehicles company providing technologgide and service for switchable battery ¢
a position that she held from 2008 until May 20&&m 2008 to 2010, she served as Chair of the Bofattte Road Safety Authority (RSA) in
Israel. From 1996 to 2008, Ms. Patir held the pasiof Director General of the Standard Institutadrisrael (Sll). From 1985 to 1996, Ms.
Patir served as the Director of the Quality andti@emtion Division of Sl and held various managpositions in the Industry and
Standardization Divisions from 1976 to 1985. Frabd£2to 2008, Ms. Patir served as Vice Presidetti@international Organization for
Standardization (ISO), as well as chair of the Técdl Management Board, leading overall managem&l80 technical work. ISO is the
world’s largest developer and publisher of inteina! standards. From 1998 to 2000, Ms. Patir waember of the International
Electrotechnical Commission Council Board. Ms. Piata Certified Quality Engineer and holds a BiScChemistry from Tel-Aviv University
and a M.Sc. in Chemistry/Polymer Science from theiAMann Institute of Science.
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Eyal Deshelserves as an external director of our companyapimintment to that position was effective upondlesing of the Stratasys-
Objet merger, on December 1, 2012, and was ratifjedur shareholders in February 2013. Mr. Desheteatly serves as Chief Financial
Officer of Teva Pharmaceutical Industries Ltd. (\¥S'EVA), a global pharmaceutical and drug compamyg also served in that capacity
from July 2008 to October 2013 (with the additiotitk of Group Executive Vice President since 20F2om October 2013 to February 2014,
Mr. Desheh served as Acting President and Chietitkee Officer of Teva. From 2000 until 2008, hevesl as Executive Vice President and
Chief Financial Officer of Check Point Software Tiaologies Ltd. (NASDAQ:CHKP), a global leading pider of network security solutions.
From 1996 until 2000 he served as CFO of Scitexp@mation Ltd. (NASDAQ & TASE: SCIX), and from 19&til 1996, he served as deputy
CFO of Teva Pharmaceuticals Ltd. Mr. Desheh holBsfa in Economics and an M.B.A. in Finance, batbnf the Hebrew University in
Jerusalem.

Victor Leventhakerves as an external director of our companyapiintment to that position was effective upondlosing of the
Stratasys-Objet merger, on December 1, 2012, asdatéied by our shareholders in February 2013. M~venthal has served as a consultant
to SolidWorks Corporation, a 3D CAD software comgasince 2006. From 2001 to 2006, he was a Grogeliive for Dassault Systemes
S.A. (NASDAQ: DASTY), the parent company of SolidWs, where he served on the Global Management CteeniFrom 1995 to 2001,

Mr. Leventhal was the Chief Operating Officer ofi8@/orks, where he was responsible for growinghibsiness from its inception. From 1¢
to 1995, Mr. Leventhal was the Chief Executive €Hfiof CAD Solutions, LLC, a leading reseller of 2Bd 3D CAD products, which he
helped grow from a $5 million company to a $32 imillcompany. From 1985 to 1990, he held numeroeswgie positions, including serving
as the Executive Vice President of ComputerlanelJangest computer retailer at the time, where he m@sponsible for franchise development
major account sales, marketing, training, purclgpaimd vendor relations. Prior to that time, he waldous administrative, operations,
marketing and financial positions at IBM for 18 y@aHe is currently serving on the Advisory Boand $alesKatz, a company providing
information to sales people using proprietary seamgine technology. He has also served on thalbadrdirectors of Solido, a 3D printing
company, Graphisoft, an architectural software camypand 3D Express, a startup company in the ioitbtyping industry. Mr. Leventhal
received a B.B.A. from the University of Texas.

Erez Simhawho joined Objet in November 2011 as its Chief @iens Officer and Chief Financial Officer, hasv&gt as our Chief
Financial Officer and as our Chief Operating Offiflsrael) (and, since January 2014, the Chief @peg Officer of our entire company) since
the Stratasys-Objet merger. Previously, he serse@iaaporate Vice President and Chief Financiald@ffiof Orbotech Ltd. (NASDAQ GS:
ORBK), a developer of automated optical inspectigstems and imaging solutions, from July 2009 tedii2011, prior to which he had
served in several other capacities at Orboteclitaradfiliates, including as Corporate Vice Presigfr Finance from September 2008 to June
2009, Vice President of Finance and Operationsho®ch Pacific Ltd. from April 2007 to August 2088d Vice President of Finance,
Operations and Customer Support at Orbotech Sof lay 2004 to March 2007. Prior to joining OrbdteMr. Simha served as Chief
Financial Officer of Wiseband Communications Laldeveloper of digital multi carrier power ampliigor the wireless communications
industry, from 2000 to 2004; as the general manafjamprivate company engaged in the import anttidigion of professional and technical
equipment for the building and metal industriesnfrl994 to 2000; and as the controller of Mishkarepéalim Mortgage Bank, from 1990 to
1994. Mr. Simha is a certified public accountard &olds a B.A. in economics and accounting and .M from Tel Aviv University.

Arrangements for Election of Directors and Membersof Management; Family Relationships

As agreed upon in the merger agreement and asteflén our amended articles, until December 142@3e second anniversary of the
merger, our board of directors will include: (iufoclass A directors, including one external dioectvho were appointed by Objet’s board of
directors prior to the merger; (ii) four class Beditors appointed by the Stratasys, Inc. boardrettbrs prior to the merger; and (iii) one class
B director, appointed by the Stratasys, Inc. badirdirectors and approved by Objet’s board of doesprior to the merger. As a result of an
amendment to our amended articles that was adepima 2013 annual general meeting of shareholdersyoard now also includes one
unclassified director, who serves for a one-yeam tend is subject to election once again in 204 .deditional information concerning the
arrangement for election of class A and class Batlirs, please see “Election of Directors” in I1t88B (“Memorandum and Articles of
Association”) below. There are no family relatioipshamong any directors or members of our senioragament.
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B. Compensation.

The following table presents all compensatitat we paid, or accrued, during the year endecidber 31, 2013 to all persons who served
as a director or as a member of senior managenent company at any time during the year. Thedaldes not include any amounts that we
paid to reimburse any of these persons for costsiiad in providing us with services during thisipd.

Salaries, Fees, Bonus Pension,
Commissions, and Retirement
Related Benefits Paid and Other Similar
or Accrued (1) Benefits Accrued
All directors and members of senior management@sap,
consisting of 12 persor® $ 26745120 ¢ 99,40’

(1) Does not include the value attributable to stodkompgrants. For a discussion of stock option grdatour directors and members of
senior management, see bels

(@  Comprised of the 11 directors and senior managementbers listed in the table under “Directors aadi®& Management” in Item 6.A
above, as well as one additional director who resiigfrom our board of directors in June 2C

() This compensation amount for the year ended DeceB1h€013 excludes an aggregate of $0.2 milliobarfuses that were paid in 2013
in respect of services that had been performeahdukie previous yea

Pursuant to the Companies Law, the fees payahdartdirectors require approval by (i) the compensatommittee of our board, (ii) the
board of directors and (iii) our shareholders fiattorder). Please see “Compensation Policy andn@itiee” in Item 6.C (“Board Practices”)
below for further information regarding the requirents under the Companies Law in connection wighcthmpensation of directors.

The following table sets forth the directors’ fesalary or other compensation (excluding valuehattable to stock option grants and
excluding reimbursement for reasonable expensesridtin connection with services) that is payableach of our current directors on an
annual basis:

Per Meeting Fee

(In
Person/
Name of Director Annual Fee/Salary Telephonic)
S. Scott Crump $ 440,57(D --
Elchanan Jaglom $ 420,00( @
David Reis $ 874,98 ) --
Edward J. Fierko $ 51,50( $1,5008625(
llan Levin $ 357,91¢ @) --
John J. McEleney $ 50,50( $1,500/$25(
Clifford H. Schweiter $ 43,75( $1,500/$25(
NIS3,750
Ziva Patir $ 19,40 ) NI1S2,25(
NIS3,750
Victor Leventhal $ 47,35¢ NIS2,25(
NIS3,750
Eyal Desheh $ 54,64( NI1S2,25(

(1) Constitutes the aggregate salary payable to Mmn@rior all of the services that he provides to ampany, including in respect of his
roles as Chairman of the Board and Chief Innova®diicer of our company. Our shareholders have afgaroved (prior to the merger
bonus target of $177,716 for Mr. Crun
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(2) Constitutes salary payable in respect of the céinguhnd director services provided by an entifjliafed with Mr. Jaglom. Does not
include Israeli value added tax, or VAT, that i®dwn the salary payable to Mr. Jaglc

(3) Constitutes the aggregate salary (excluding VAWapée to Mr. Reis for all of the services that hevides to our company, including in
respect of his role as Chief Executive Officer wadl as an estimated bonus that may be paid tdRdis in respect of 2013. This total
compensation amount includes an estimated bonusidyabe paid to Mr. Reis in respect of 2013. Taredoing bonus has not been
finalized yet and may furthermore not be payablalldf not approved by the company's shareholdaraccordance with the
requirements of the Companies Lz

(4) These amounts exclude other benefits that are ¢iedviior by Israeli law or that are customary fariseexecutives in Israel, including
the right to use (and all related fixed and vagatists in respect of) a leased car that we prdwidiér. Levin.

(5) Does notinclude VAT that is due on the fees payabMs. Patir

During the year ended December 31, 2013, wetgd stock options to purchase an aggregate & %88of our ordinary shares to certair
our directors and members of our senior managerirdotmation concerning those options that werentgd to our directors during 2013
(including a director who no longer serves on auaird of directors currently) is set forth in thbleabelow:

Number of Shares  Exercise Price
Underlying Options  per Ordinary Expiration Date of

Name of Director Granted Share Options

S. Scott Crump 100,00 $ 82.1¢ June 21, 20z
Edward J. Fierko 22,000 % 82.1¢ June 21, 20z
John J. McEleney 22,000 $ 82.1¢ June 21, 202
Clifford H. Schweiter 22,000 $ 82.1¢ June 21, 20z
Ziva Patir 29,58: $ 82.1¢ June 21, 202

Members of our senior management are eligible émulses each year. The bonuses are payable upoimgnelgiectives and targets that are
set annually by our Chief Executive Officer and @wpd by our compensation committee and our bobdirectors, in that order. These same
corporate bodies also set the bonus targets fo€biaf Executive Officer. In accordance with a Deber 2012 amendment to the Companies
Law, we have adopted a compensation policy thatgmithe compensation of our directors and sen&ragement and which has been
approved by (i) the compensation committee of @ard, (ii) the board of directors and (iii) our effaolders (in that order). Please see
“Compensation Policy and Committee” in Item 6.C ¢d&d Practices”) below for further information.

For a description of the terms of our stock optoid share incentive plans, see “Share Ownershipck®ption and Share Incentive Plans’
in Item 6.E below.

C. Board Practices.

Board of Directors

Under the Companies Law, the management of ounbssiis vested in our board of directors. Our bo&directors may exercise all
powers and may take all actions that are not spatlif granted to our shareholders or to managentumnt executive officers are responsible
our day-to-day management and have individual resipdities established by our board of direct@sr Chief Executive Officer is appointed
by, and serves at the discretion of, our boardrefttbrs, subject to the employment agreementieabave entered into with him and the
provisions of our articles that restrict a changetr Chief Executive Officer during the initial dtayear period following the merger. All other
executive officers are also appointed by our badidirectors, subject to the terms of any applieashployment agreements that we may ente
into with them.
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Under our amended articles, which were effectipon the merger, other than during the initial-tyear term following the merger, our
board of directors must consist of at least sevehreot more than 11 directors, including at least éxternal directors required to be appointec
under the Companies Law. As agreed upon in the enexgreement and as reflected in our articlesafianitial two year term following the
merger (which will conclude on December 1, 2014, lmoard of directors will include (i) four classdiectors, including one external direci
who were appointed by Objet’s board of directoisipo the merger; (ii) four class B directors ajyed by the Stratasys, Inc. board of
directors prior to the merger; and (jii) one cl&sdirector who also serves as an external direefgppinted by the Stratasys, Inc. board of
directors and approved by Objet’s board of directmior to the merger. Our current class A directmwnsist of Elchanan Jaglom, llan Levin,
David Reis and Eyal Desheh, while our current cBastirectors consist of S. Scott Crump, Edwardigtke, John J. McEleney, Clifford H.
Schwieter and Victor Leventhal. The appointmentiessrs. Desheh and Leventhal, who serve as o Blasd class B external directors,
respectively, was ratified by our shareholdersebrgary 2013.

As a result of an amendment to our amended artilcbtsvas adopted by a supermajority constitutitigh of the total voting power of our
company at our 2013 annual general meeting of Bbéters, our board now also includes one unclaskdirector. Ms. Ziva Patir, who
currently serves as our unclassified director, @lasted by our shareholders in 2013 for a pear term by a vote of the holders of a majorit
the voting power represented at that meeting. @ulassified director will be subject to electiondayr shareholders once again at our annual
general meeting of shareholders in 2014.

Unless our 2014 annual general meeting of sharehmold held after expiration of the initial two-yearm for our board, we will hold a
special general meeting within 60 days after exjpineof the initial term for the purpose of elecfidirectors. Our board of directors, acting t
majority vote that must include the vote of twossl@ directors and two class B directors, will noate between seven and 11 persons to stal
for election at that meeting. Those nominees witlede our external directors, who will continuestrve on the board for the remainder of
their initial three-year term under the Companiaw/|from the date of the ratification of their @¢len by our shareholders in February 2013, tc
February 2016.

Thereafter, directors of our company, other thaereal directors, will be elected each year atanrual general meeting of shareholdet
a vote of the holders of a majority of the votirgyer represented at the meeting. For more infoonatilease see “Election of Directors” in
Item 10.B (“Memorandum and Articles of Associatipbelow.

Our articles provide that during the initial twoayderm following the merger, if the office of asb A director or class B director is
vacated, such office may only be filled by the revimg class A or class B directors, respectivelybsct, in the case of external directors, tc
requirements of the Companies Law). Following tiigdl two-year term, our board of directors mayaint directors to fill vacancies on the
board, for a term of office equal to the remaingegiod of the term of office of the director(s) veeooffice(s) have been vacated. Following
their initial three-year term, our external direstmay be elected for up to two additional threaryterms under the circumstances described
below and potentially for additional incrementaiei-year terms if additional requirements are meternal directors may be removed from
office only under the limited circumstances settfan the Companies Law. See “—External Directansthis Item 6.C below.

In accordance with the exemption available to fymeirivate issuers under the NASDAQ Listing Rulegs,do not follow the requirements
of the NASDAQ rules with regard to the process @imating directors. Instead, we follow Israeli lamd practice, in accordance with which,
following the initial two-year term, our board afelctors (or a committee thereof) is authorizedetmommend to our shareholders director
nominees for election. Under the Companies Lawamdmended articles, nominations for directors alag be made by any shareholder
holding at least one percent (1%) of our outstagéiting power. However, any such shareholder makensuch a nomination only if a writl
notice of such shareholderintent to make such nomination has been delivieredr registered Israeli office by January 3thef calendar ye:
in which the upcoming annual general meeting wélicdonvened.

In addition to its role in making director nomirats, under the Companies Law, our board of direataust determine the minimum
number of directors who are required to have acoegmand financial expertise. Under applicable tatjons, a director with accounting and
financial expertise is a director who, by reasohisfor her education, professional experiencesiit] has a high level of proficiency in and
understanding of business accounting matters aaddial statements. See “—External Directors” ia ttem 6.C below. He or she must be
able to thoroughly comprehend the financial statgsef the company and initiate debate regardiegitnner in which financial information
is presented. In determining the number of directeguired to have such expertise, our board ettirs must consider, among other things,
the type and size of our company and the scopeamgblexity of its operations. Our board of direstbas determined that our company
requires one director with such expertise.
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External Directors

Under the Companies Law, the boards of dirsatb companies whose shares are publicly tradetyding companies with shares listed on
the NASDAQ Global Select Market, are required tude at least two members who qualify as extediractors. Eyal Desheh and Victor
Leventhal serve as our initial external directors.

The Companies Law provides that external direataust be elected by a majority vote of the sharesgmt and voting at a shareholders
meeting, provided that either:

e the majority voted in favor of election includesajority of the shares held by non-controlling €fenlders who do not have a
personal interest in the election of the extermaador (other than a personal interest not deg¥iom a relationship with a
controlling shareholder) that are voted at the mgeexcluding abstentions, which we refer to aésinterested majority; or

e the total number of shares held by non-controllaiginterested shareholders (as described in #néqurs bullet-point) voted against
the election of the director does not exceed twogye (2%) of the aggregate voting rights in thenpany.

The term “controlling shareholder” is defined irtBompanies Law as a shareholder with the abdigitect the activities of the company,
other than by virtue of being an office holder.#areholder is presumed to be a controlling shadsnat the shareholder holds 50% or more o
the voting rights in a company or has the rightppoint the majority of the directors of the companits general manager.

After an initial term of three years, external dic@s may be reelected to serve in that capacityfdo two additional three-year terms,
provided that either (i) his or her service forkeaoch additional term is recommended by one oersbareholders holding at least one percer
(1%) of the company voting rights and is approved at a shareholdetimg by a disinterested majority, where the totathber of shares he
by non€ontrolling, disinterested shareholders votinggiach reelection exceeds two percent (2%) of theeggdge voting rights in the compa
or (ii) his or her service for each such additiaieain is recommended by the board of directorsisuagiproved at a shareholders meeting b
same disinterested majority required for the ihiiaction of an external director (as describeoval. The term of office for external directors
for Israeli companies traded on certain foreigrlstexchanges, including the NASDAQ Global Selectidg may be extended indefinitely in
increments of additional thrgeear terms, in each case provided that the auditittee and the board of directors of the compamfion that,
in light of the external director’s expertise ampesial contribution to the work of the board ofeditors and its committees, the reelection for
such additional period(s) is beneficial to the camyp and provided that the external director iseeted subject to the same shareholder vote
requirements as if elected for the first time (asatibed above). Prior to the approval of the ctmle of the external director at a general
shareholders’ meeting, the company’s shareholdest be informed of the term previously served by bi her and of the reasons why the
board of directors and audit committee recommertideextension of his or her term.
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If an external directorship becomes vacantthede are fewer than two external directors orbiterd of directors at the time, then the boar
of directors is required under the Companies Lasailba shareholders’ meeting immediately to appaireplacement external director.

Each committee of the board of directors that @gescthe powers of the board of directors mustithelat least one external director, ex
that the audit committee and compensation committegt include all external directors then servinghe board of directors. Under the
Companies Law, external directors of a companypavhibited from receiving, directly or indirectlgny compensation from the company o
than for their services as external directors pamsto applicable regulations. Compensation ofdeareal director is determined prior to his or
her appointment and may not be changed duringrtigioterm subject to certain exceptions.

The Companies Law provides that a person is ndifgpeato serve as an external director if (i) ferson is a relative of the controlling
shareholder of the company, or (ii) if that persomis or her relative, partner, employer, anofieson to whom he or she was directly or
indirectly subject, or any entity under the persarontrol, has or had, during the two years prexptlie date of appointment as an external
director: (a) any affiliation or other prohibitedlationship with the company or, with any persormtity controlling the company of a relative
of such person, with any entity controlled by odencommon control with the company; or (b) in tlase of a company with no controlling
shareholder, any affiliation or other prohibitetht®nship with a person serving as chairman oftb&rd, chief executive officer, a substantial
shareholder or the most senior office holder indtvapany’s finance department.

The term “relative” is defined as a spouse, sihliparent, grandparent or descendant; spouse’sgjlarent or descendant; and the spous
of each of the foregoing persons. The term affdiagind the similar types of prohibited relatiopshinclude (subject to certain exemptions):

an employment relationship;

a business or professional relationship even ifhmaintained on a regular basis (excluding insigaifi relationships);

control; and

service as an office holder, excluding service dsexctor in a private company prior to the firffieoing of its shares to the public if
such director was appointed as a director of thefgr company in order to serve as an externattirdollowing the public
offering.

The term “office holder” is defined under the Comjes Law as a director, general manager, chieinegsimanager, deputy general
manager, vice general manager, other manager Igiieediordinate to the general manager or any qgteeson assuming the responsibilities of
any of these positions, regardless of that perdiifés

In addition, no person may serve as an externattir if that person’s position or professionabtiver activities create, or may create, a
conflict of interest with that person’s respongitgk as a director or otherwise interfere withttherson’s ability to serve as an external directo
or if the person is an employee of the Israel SgesrAuthority or of an Israeli stock exchangepérson may furthermore not continue to serv
as an external director if he or she received tiveindirect compensation from the company fordriier role as a director. This prohibition
does not apply to compensation paid or given iatance with Companies Law regulations or amouai$ pursuant to indemnification
and/or exculpation contracts or commitments andrarsce coverage. Following the termination of atele®al director’s service on a board of
directors, such former external director and hiserspouse and children may not be provided atdireindirect benefit by the company, its
controlling shareholder or any entity under itstcolfing shareholder’s control. This includes engagnt as an executive officer or director of
the company or a company controlled by its conitrglshareholder or employment by, or provisione¥/&es to, any such company for
consideration, either directly or indirectly, inding through a corporation controlled by the forreeternal director. This restriction extends
a period of two years with regard to the formeseexal director and his or her spouse or child amehe year with respect to other relatives of
the former external director.
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If at the time at which an external directoappointed all members of the board of directotsotherwise affiliated with the company are of
the same gender, the external director must bleeobther gender. A director of one company maybeaippointed as an external director of
another company if a director of the other compiargcting as an external director of the first campat such time.

According to regulations promulgated under the Canigs Law, a person may be appointed as an exwireator only if he or she has
professional qualifications or if he or she hasoacting and financial expertise (each, as defireldvig). In addition, at least one of the externa
directors must be determined by our board of dimescto have accounting and financial expertise. él@, if at least one of our other directors
(i) meets the independence requirements underxbleafge Act, (i) meets the standards of the NASDAging Rules for membership on the
audit committee and (iii) has accounting and finahexpertise as defined under Israeli law, theithee of our external directors is required to
possess accounting and financial expertise asderigpth possess other requisite professional gqaaidns.

A director with accounting and financial expertisa director who, due to his or her educationeeignce and skills, possesses an experti
in, and an understanding of, financial and accogntnatters and financial statements, in such a eramhich allows him or her to understand
the financial statements of the company and irittatliscussion about the presentation of finawmicitd. A director is deemed to have
professional qualifications if he or she has an{i)adin academic degree in economics, business geament, accounting, law or public service,
(if) an academic or other degree or has completieer diigher education, all in the field of busine$the company or relevant for his/her
position, or (iii) at least five years of experiergs either a senior managing officer in the comsdime of business with a significant volume
of business, a public office or a senior positiothe company’s main line of business.

Our board of directors has determined that EyahBlkd$as accounting and financial expertise andViotventhal possesses professional
qualifications as required under the Companies Law.

Board Committee:

Audit Committet

Under the Companies Law, the board of directos pfiblic company must appoint an audit committde Judit committee must consist
of at least three directors, including all of theéegnal directors, one of whom must serve as clairof the committee. The audit committee
may not include the chairman of the board, or a@mgctbr employed by or otherwise providing servitethe company or to a controlling
shareholder or any entity controlled by a contnglishareholder.

Under the Companies Law, the audit committee afldiply traded company must consist of a majorityeaffiliated directors. An
“unaffiliated director” is defined as either an exxtal director or as a director who meets the ¥dlhg criteria:

e he or she meets the qualifications for being agpdias an external director, except for (i) theuregment that the director be an
Israeli resident (which does not apply to compansiesh as ours whose securities have been offettsalewf Israel or are listed
outside of Israel) and (ii) the requirement for@aating and financial expertise or professionallifjaations; and

e he or she has not served as a director of the coyrfpa a period exceeding nine consecutive yearstiis purpose, a break of less
than two years in the service shall not be deeméuaterrupt the continuation of the service.

The members of our audit committee consist of EdwiaiFierko, along with our two external directdvigssrs. Desheh (who serves as
chairman of the audit committeajd Leventhal. Our board of directors has deterdhthat each of Messrs. Fierko, Desheh and Leventbal:
the independence requirements set forth in théngifRules of the NASDAQ Stock Market and in RuleA1® under the Exchange Act, as well
as the independence criteria under the Companies La
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Our board of directors has determined that Mr. Basfualifies as an audit committee financial expestdefined under Item 16A of the
SEC’s Form 20-F, and has the requisite financiphstication set forth in the NASDAQ rules and riagions.

Our board of directors has adopted an audit coramitharter that sets forth the responsibilitiethefaudit committee consistent with the
rules of the SEC and the Listing Rules of the NASDA&tock Market, as well as the requirements fohsumnmittee under the Companies
Law, including the following:

e oversight of our independent registered public antiag firm and recommending the engagement, cosgigm or termination of
engagement of our independent registered publiouaating firm to the board of directors in accordamdth Israeli law;

e recommending the engagement or termination of énegm filling the office of our internal auditoma

e recommending the terms of audit and non-audit sesvprovided by the independent registered pubtownting firm for pre-
approval by our board of directors.

Our audit committee provides assistance to ourdbofdirectors in fulfilling its legal and fiducirobligations in matters involving our
accounting, auditing, financial reporting, intersahtrol and legal compliance functions by pre-apprg the services performed by our
independent accountants and reviewing their repegarding our accounting practices and systentg@fnal control over financial reporting.
Our audit committee also oversees the audit effartsir independent accountants and takes thosmadhat it deems necessary to satisfy
itself that the accountants are independent of gemant.

Under the Companies Law, our audit committee ipaasible for (i) determining whether there are ceficies in the business
management practices of our company, includingimsaltation with our internal auditor or the indegent auditor, and making
recommendations to the board of directors to impmwch practices, (ii) determining whether to apercertain related party transactions
(including transactions in which an office holdesha personal interest and whether such transastexiraordinary) (see “—Approval of
related party transactions under Israeli Law” belowhis Item 6.C), (iii) determining standards gralicies for determining whether a
transaction with a controlling shareholder or asection in which a controlling shareholder hagsgnal interest is deemed insignificant or
not and the approval requirements (including, piaéy, the approval of the audit committee) faarisactions that are not insignificant
including the types of transactions that are nsigimificant, (iv) where the board of directors apms the working plan of the internal auditor,
to examine such working plan before its submissioine board and propose amendments thereto, &mieing our internal controls and
internal auditor’'s performance, including whethwe internal auditor has sufficient resources aotstto dispose of its responsibilities, (vi)
examining the scope of our auditor’'s work and congp¢ion and submitting a recommendation with resiheceto to our board of directors or
shareholders, depending on which of them is conisigithe appointment of our auditor and (vii) edistbing procedures for the handling of
employees’ complaints as to the management of wsinbss and the protection to be provided to soghl@yees. Our audit committee may not
approve an action or a related party transactiotgl® any other action required under the Comgagsv, unless at the time of approval a
majority of the committee’s members are presentclvimajority consists of unaffiliated directors inding at least one external director.

Executive Committe

Upon the closing of the merger, our board of doechppointed an executive committee. The rol&isfdommittee is to oversee the
integration of our constituent companies, and gisag the implementation of the business stratggyur company, subject to board approval
for matters outside of the ordinary course of besin(as is required under the Companies Law). dpresentation of each of our constituent
companies on the executive committee is equal. ideBfchanan Jaglom, who serves as chairman afxéeutive committee, and Mr. Eyal
Desheh, who along with Mr. Jaglom was nominate®bjet to serve on the committee, serve alongsideskde Scott Crump and John
McEleney, who were Stratasys, Inc. directors befloeemerger. Mr. David Reis, by virtue of his raour Chief Executive Officer, serves in
an observer capacity on the committee.
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Compensation Policy and Committee

Under a December 2012 amendment to the Companvesvie have appointed a compensation committee stathleshed a policy
regarding the terms of engagement of office holdera compensation policy. Such compensation ypalias set by our board, after
considering the recommendations of our newly-agpdicompensation committee, and was approved bghlareholders in September 2013.

The compensation policy serves as the basis fasides concerning the financial terms of employn@mmgngagement of our office
holders, including exculpation, insurance, indeiation or any monetary payment or obligation ofrpant in respect of employment or
engagement. The compensation policy also relatesrtain factors, including advancement of our cfdjes, our business and our long-term
strategy, and creation of appropriate incentivegkcutives. It also considers, among other thiagsrisk management, size and the nature «
our operations. The compensation policy furthermommesiders the following additional factors:

o the knowledge, skills, expertise and accomplishmehthe relevant director or executive;

o the director’s or executive’s roles and responisiédl and prior compensation agreements with hirnesr

o the relationship between the terms offered andteeage compensation of the other employees afamapany, including those (if
any) employed through manpower companies;

e the impact of disparities in salary upon work rielaships in our company;

e the possibility of reducing variable compensatibtha discretion of the board of directors; andgbssibility of setting a limit on
the exercise value of non-cash variable compensadiud

e as to severance compensation, the period of seo¥ite director or executive, the terms of hisier compensation during such
service period, our company'’s performance durirag gieriod of service, the person’s contributiondods our company’s
achievement of its goals and the maximization®pibfits, and the circumstances under which tleqgueis leaving our company.

The compensation policy also includes the followimipciples:

e the link between variable compensation and longrgeerformance and measurable criteria;

e the relationship between variable and fixed comatimis, and the ceiling for the value of variableng@nsation;

e the conditions under which a director or executisild be required to repay compensation paid todrimer if it was later shown
that the data upon which such compensation wasibaas inaccurate and was required to be restatedrifinancial statements; ¢

e the minimum holding or vesting period for variabdguity-based compensation.

The compensation policy must also consider appaitgincentives from a long-term perspective andima limits for severance
compensation.

Under the amendment, our compensation committessonsible for recommending the compensation yptdiour board of directors for
its approval (and subsequent approval by our sbédels) and is charged with duties related to thapensation policy and to the
compensation of our office holders as well as fiomst related to approval of the terms of engagerkaoffice holders, including:

e recommending whether our compensation policy shoofdinue in effect, if the then-current policy featerm of greater than three
(3) years (approval of either a new compensatidicypor the continuation of an existing compensatilicy must in any case
occur every three years);

e recommending to our board periodic updates to ¢inepensation policy;

e assessing implementation of the compensation padicgt

e determining whether the compensation terms of ttef @xecutive officer of our company need not bauight to approval of the
shareholders (under special circumstances).

The compensation committee must consist of at tbase (3) members, including all of our externatctors. Each remaining
compensation committee member must be a directosehompensation does not exceed an amount thabenagid to an external director.
The compensation committee is subject to the sapmep@nies Law restrictions as the audit committe® é8) committee membership and (b)
who may not be present during committee delibenati@s described under “—Approval of Related Paransactions Under Israeli Law—
Fiduciary Duties of Directors and Executive OffiserDisclosure of Personal Interests of an Officeddd! below).
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The NASDAQ Listing Rules also require that the cemgation of the chief executive officer and allestbxecutive officers of our
company be determined, or be recommended to thel faadetermination, either by a majority of timelépendent directors, or by a
compensation committee consisting solely of indepandirectors. We have opted to follow home couptactice (in keeping with the
Companies Law requirements described above) focompensation committee in lieu of these NASDAQuiegments, given that the two sets
of requirements are not identical. See ltem 16.@igfannual report (“Corporate Governance”) below.

We appointed our compensation committee in mid-20h& committee consists of Victor Leventhal, agichan, Eyal Desheh and Ziv
Patir. After the compensation committee recommeragguatoval of our compensation policy, our boardicéctors approved it in August 2013
and our shareholders approved it on SeptemberQL3. 2

Nominating committe

Our board of directors does not currently haveminating committee, as director nominations are eriadaccordance with the terms of
our articles, as described in “—Board of Directoabove. We rely upon the exemption available teifpr private issuers under the Listing
Rules of the NASDAQ Stock Market from the NASDAGtIng requirements related to independent diremtersight of nominations to our
board of directors and the adoption of a formattemi charter or board resolution addressing theimations process. Also see Item 16.G
“Corporate Governance” below.

Internal Auditor

Under the Companies Law, the board of directommolfsraeli public company must appoint an inteenalitor recommended by the audit
committee and nominated by the board of directnsinternal auditor may not be:

a person (or a relative of a person) who holds rtttaie 5% of the company’s outstanding shares dangaights;
a person (or a relative of a person) who has theepto appoint a director or the general managéhetompany;
an office holder (including a director) of the ccany (or a relative thereof); or

a member of the company’s independent accounting fir anyone on his or her behalf.

The role of the internal auditor is to examine, amother things, our compliance with applicable &vd orderly business procedures.
Moshe Cohen of Chaikin Cohen Rubin & Co. servesuasnternal auditor since his appointment effeetippon the Stratasys-Objet merger.

Approval of Related Party Transactions Under Israeil Law

Fiduciary Duties of Directors and Executive Officer

The Companies Law codifies the fiduciary dutieg tiffice holders owe to a company. Each persoadig the table under Item 6.A
“Directors and Senior Management” is an office leoldnder the Companies Law.

An office holder’s fiduciary duties consist of atdwf care and a duty of loyalty. The duty of cequires an office holder to act with the
level of care with which a reasonable office holiaethe same position would have acted under theesarcumstances. The duty of loyalty
requires that an office holder act in good faitld anthe best interests of the company. The dutyacé includes a duty to use reasonable mea
to obtain:

e information on the advisability of a given actiombght for his or her approval or performed bywérof his or her position; and
e all other important information pertaining to theszions.

87




The duty of loyalty requires an office holder ta ecgood faith and for the benefit of the compaanyd includes a duty to:

e refrain from any conflict of interest between thefprmance of his or her duties to the companytdasdr her other duties or
personal affairs;

e refrain from any activity that is competitive withhe company;

refrain from exploiting any business opportunitytied company to receive a personal gain for himmeliferself or others; and

e disclose to the company any information or documegifating to the company’s affairs which the adftwlder received as a result
of his or her position as an office holder.

Disclosure of Personal Interests of an Office Hol

The Companies Law requires that an office holdemptly disclose to the board of directors any peasinterest that he or she may have
and all related material information known to himher and any documents concerning any existiqgraposed transaction with the company.
An interested office holdes’disclosure must be made promptly and in any evetéater than the first meeting of the board eoédiors at whicl
the transaction is considered. A “personal intériestudes an interest of any person in an actamgaction of a company, including a persona
interest of one’s relative or of a corporate bauyhich such person or a relative of such pers@n5% or greater shareholder, director or
general manager or in which he or she has the tighppoint at least one director or the generalagar, but excluding a personal interest
stemming from one’s ownership of shares in the amgpA personal interest furthermore includes thies@nal interest of a person for whom
the office holder holds a voting proxy or the irsrof the office holder with respect to his or hete on behalf of the shareholder for whom he
or she holds a proxy even if such shareholderf itsed no personal interest in the approval of tiagten. An office holder is not, however,
obliged to disclose a personal interest if it desigolely from the personal interest of his orrb&ative in a transaction that is not considered ai
extraordinary transaction. Under the Companies laaw'extraordinary transaction” is defined as afhe following:

e atransaction other than in the ordinary courseusfness;
e atransaction that is not on market terms; or
e a transaction that may have a material impact congpany’s profitability, assets or liabilities.

If it is determined that an office holder has aspeal interest in a transaction, approval by therdbof directors is required for the
transaction, unless the company’s articles of aason provide for a different method of approvialirther, so long as an office holder has
disclosed his or her personal interest in a traigadhe board of directors may approve an adbipthe office holder that would otherwise be
deemed a breach of duty of loyalty. However, a camypmay not approve a transaction or action thathierse to the comparsyinterest or th.
is not performed by the office holder in good faillpproval first by the company’s audit committemlaubsequently by the board of directors
is required for an extraordinary transaction withodfice holder. Compensation of, or an undertakinmdemnify or insure, an office holder,
requires approval by the compensation committeebdard of directors and, in certain cases (faatars, the chief executive officer, and any
executive officer whose compensation terms do anfarm to the then-existing compensation policy shareholders, in that order.
Compensation of an individual office holder, indhglthe chief executive officer (but excluding aeditor), that does not conform to the
company’s compensation policy may be adopted uspecial circumstances despite failure to obtaimedt@der approval if, following the
relevant shareholder vote, the compensation comenitlowed by the board once again approves thgeasation, based on renewed and
specific analysis of relevant factors.

Generally, a person who has a personal interestiatter which is considered at a meeting of tterdof directors, the audit committee
compensation committee may not be present at sndesing or vote on that matter unless a majofith@ board, audit committee or
compensation committee (as appropriate) has aparBderest in the matter, or unless the chairofahe board, audit committee or
compensation committee (as appropriate) deterntivegshe or she should be present in order to prélserransaction that is subject to
approval. If a majority of the members of the beanadit committee or compensation committee haarsogmal interest in the approval of a
transaction, then all directors may participateigtussions of the board of directors, audit congmibr compensation committee on such
transaction and the voting on approval thereof shareholder approval is also required for suatstation.

88




Disclosure of Personal Interests of Controlling 8fwlders

Pursuant to Israeli law, the disclosure requiresieegarding personal interests that apply to direcind executive officers also apply to a
controlling shareholder of a public company. In tlatext of a transaction involving a shareholdeahe company, a controlling shareholder
also includes any shareholder who holds 25% or robtiee voting rights if no other shareholder hatasre than 50% of the voting rights. Two
or more shareholders with a personal interesteraffproval of the same transaction are deemed acshwyle shareholder and may be deenr
controlling shareholder for the purpose of apprgwnch transaction. Extraordinary transactions wittontrolling shareholder or in which a
controlling shareholder has a personal interes, tosinsaction with a controlling shareholder ardni her relative, directly or indirectly, require
the approval of the audit committee, the boardiaors and the shareholders of the company andrder. In addition, the shareholder
approval must fulfill one of the following requiremts:

e adisinterested majority; or

e the votes of shareholders who have no personaksttan the transaction and who are present aridgsah person, by proxy or by
voting deed at the meeting, and who vote agaimstrdnsaction may not represent more than two pe(2é6) of the voting rights ¢
the company.

To the extent that any such transaction with aredittg shareholder is for a period extending beytiree years, approval is required o
every three years, unless the audit committee miétes that the duration of the transaction is reable given the circumstances related
thereto.

The engagement of a controlling shareholder adfare dolder or employee requires the same appsoaslare described immediately
above, except that the approval of the compensabamittee, rather than the audit committee, isiireql.

Shareholder Duties

Pursuant to the Companies Law, a shareholder tatydao act in good faith and in a customary marnoesard the company and other
shareholders and to refrain from abusing his omplogrer in the company, including, among other thjrg voting at the general meeting of
shareholders and at class shareholder meetingsesitiect to the following matters:

an amendment to the company’s articles of assoaiati

an increase of the company’s authorized shareatapit

a merger; or

the approval of interested party transactions atsl@ office holders that require shareholder apal.

In addition, a shareholder also has a general tdutgfrain from discriminating against other shaildirs.

In addition, certain shareholders have a duty iohéss toward the company. These shareholdersdacuny controlling shareholder, any
shareholder who knows that it has the power tordete the outcome of a shareholder vote or a sbédtehclass vote and any shareholder
has the power to appoint or to prevent the appa@ntrof an office holder of the company or other powwards the company. The Companie:
Law does not define the substance of this dutwiohéss, except to state that the remedies geperailable upon a breach of contract will
also apply in the event of a breach of the dutgdiowith fairness.
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Exculpation, Insurance and Indemnification of Diredors and Officers

Under the Companies Law, a company may not exaiatffice holder from liability for a breach detduty of loyalty. An Israeli
company may exculpate an office holder in advanme fliability to the company, in whole or in paidr damages caused to the company as &
result of a breach of duty of care but only if aysion authorizing such exculpation is insertedtsrarticles of association. Our amended
articles include such a provision. The company matyexculpate in advance a director from liabiéitysing out of a prohibited dividend or
distribution to shareholders.

Under the Companies Law, a company may indemnifgféice holder in respect of the following liabis and expenses incurred for acts
performed by him or her as an office holder, eitheadvance of an event or following an event, pted its articles of association include a
provision authorizing such indemnification:

o financial liability incurred by or imposed on him leer in favor of another person pursuant to a fjoelgt, including a settlement or
arbitrator’s award approved by a court. Howeveanifundertaking to indemnify an office holder wigispect to such liability is
provided in advance, then such an undertaking tmgitmited to events which, in the opinion of theabd of directors, can be
foreseen based on the company’s activities whenrhdertaking to indemnify is given, and to an amarraccording to criteria
determined by the board of directors as reasonatier the circumstances, and such undertaking déil the abovementioned
foreseen events and amount or criteria;

e reasonable litigation expenses, including attorhtees, incurred by the office holder as a restiiroinvestigation or proceeding
instituted against him or her by an authority auttes to conduct such investigation or proceedgngyided that (i) no indictment
was filed against such office holder as a resu#tuah investigation or proceeding; and (ii) no ficial liability was imposed upon
him or her as a substitute for the criminal pro@eges a result of such investigation or proceedindgf such financial liability was
imposed, it was imposed with respect to an offéhaedoes not require proof of criminal intent; and

e reasonable litigation expenses, including attorhfees, incurred by the office holder or imposedabgourt in proceedings instituted

against him or her by the company, on its behalbyoa third party, or in connection with crimir@oceedings in which the office
holder was acquitted, or as a result of a conwvictio an offense that does not require proof aharal intent.

Under the Companies Law, a company may insure figedfolder against the following liabilities inged for acts performed by him or
her as an office holder if and to the extent predith the company’s articles of association:

e a breach of the duty of loyalty to the company vjed that the office holder acted in good faitll &yad a reasonable basis to
believe that the act would not harm the company;

e a breach of duty of care to the company or tom tharty, to the extent such a breach arises otlteofiegligent conduct of the office
holder; and

e afinancial liability imposed on the office holdarfavor of a third party.

Under the Companies Law, a company may not indgmexculpate or insure an office holder against afitye following:

e a breach of fiduciary duty, except for indemnifioatand insurance for a breach of the duty of lyytd the company to the extent
that the office holder acted in good faith and hadasonable basis to believe that the act woulgnegudice the company;

e a breach of duty of care committed intentionallyexklessly, excluding a breach arising out ofrtegligent conduct of the office
holder;

e an act or omission committed with intent to deiillegal personal benefit; or

o afine or forfeit levied against the office holder.
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Under the Companies Law, exculpation, indemnifaratnd insurance of office holders must be appriéyedur compensation committee
and our board of directors and, with respect tedars or controlling shareholders, their relatiged third parties in which such controlling
shareholders have a personal interest, also bshidweholders. See “—Approval of Related Party Taatisns Under Israeli Law—Fiduciary
Duties of Directors and Executive Officers” abomdtiis Item 6.C.

Our amended articles permit us to exculpate, indfgmamd insure our office holders to the fullestest permitted or to be permitted by -
Companies Law.

We have obtained directors and officers liabilitgurance for the benefit of our office holders ardnd to continue to maintain such
coverage and pay all premiums thereunder to thestuéxtent permitted by the Companies Law. In tiatti effective as of the Stratasys-Objet
merger, we have entered into agreements with dachroffice holders undertaking to indemnify théworthe fullest extent permitted by Israeli
law. Furthermore, until the sixth anniversary of #ffective time of the Stratasys-Objet mergeraneecovering the directors and officers of
Stratasys, Inc. and its subsidiaries with respeearcts or omissions occurring prior to the effeztivne of the merger. The limits, terms and
conditions of this coverage are at least as faverab the limits, terms and conditions in the potlat Stratasys, Inc. maintained up to the
effective time of the Stratasys-Objet merger.

Directors’ Service Contracts

For a description of service contracts that we hentered into with our directors that provide fenbfits upon termination of employment

or other service, please see Item 7.B, “RelatetyHaansactions— Employment and Consulting Agreemeiith Directors and Executive
Officers” below.
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D. Employees

The number of our full-time equivalent employeeas] ¢he distribution of employees (i) geographicalhd (i) within the divisions of the
company, in each case as of December 31, 2013,&012011 are set forth in the two tables belove fibmber of employees that is provided
as of December 31, 2011 reflects just the numbengfloyees of Stratasys, Inc. and its subsidigaied excludes employees of Objet and its
subsidiaries as of that date).

Number of full-time equivalent employees
by region as of December 31,

Region 2013 2012 2011

North America 1,15¢ 64¢ 63
Europe & Middle East 507 417 33C
Asia Pacific 14E 83 32
Latin America 12 15 13
Total 1,81¢ 1,15¢ 43¢

Number of full-time equivalent employees
by function as of December 31,

Division 2013 2012 2011

Operations and support 541 36¢ 99
Research and development 267 22¢ 96
Customer service 21€ 161 89
Sales and marketing 51t 24¢ 89
General and administrative 28C 14¢ 65
Total 1,81¢ 1,15¢ 43¢

During the years covered by the above tables, d@ol employ a significant number of temporary esypks.

The large increase in the size of our workforc2dd2 was primarily due to the Stratasys-Objet mei@ga result of which we gained a
significant number of employees of what was form@hbijet in various regions worldwide.

While none of our employees is party to a collextiargaining agreement, certain provisions of tective bargaining agreements
between the Histadrut (General Federation of Labésrael) and the Coordination Bureau of Econo@®iganizations (including the
Industrialists’ Associations) are applicable to emiployees in Israel by order of the Israel Minigif Labor. These provisions primarily
concern the length of the workday, minimum dailyges for professional workers, pension fund benéditall employees, insurance for work-
related accidents, procedures for dismissing engglsydetermination of severance pay and other tionsliof employment. We generally
provide our employees with benefits and workingdithons beyond the required minimums.

We have never experienced any employment-relatekl stoppages. We believe that our relationship withemployees is good.

The employees of our subsidiaries are subjectdal labor laws and regulations that vary from coutd country.
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E. Share Ownership.

The following table lists, as of February 1, 20th number of our ordinary shares owned, and siptikns held, by each of our directors
and members of our senior management:

Name

Shares of Stratasy&)

Stratasys stock optiong®)

Number of Percent of Number held® Exercise Expiration
shares outstanding Not price date
beneficially shares Exercisable exercisable| per ste
owned®@ beneficially | within 60 days| within 60 days
owned®
14,000 - $9.9( June 3, 2015
S. Scoft C 16,000 - $18.26¢ February 12, 20[L6
. Scott Crump ®) . -
Chairman of the Board 340,924 18,000 $25.5( August 29, 2017
3,600 14,400 $46.8) June 18, 2018
- 100,000 $82.1% June 21, 20p3
See table in Item
Elchanan Jaglom .
. . 7.A “major
Chairman of Executive
. Shareholders”
Committee
below
David Reis 230,654 - $6.52 December 31, 2017
Chief Executive Officer and 347,498 *
Director 51,782 - $2.21 December 31, 2017
8,400 - $9.9¢ June 3, 2015
Edward J. Fierk 16,000 - $18.2¢ February 12, 20[L6
ard J. Fierko
Dir‘gctor ' 106,000 * 18,000 1 $2550  August 29, 2017
3,600 14,400 $46.8) June 18, 218
- 22,000 $82.14 June 21, 20p3
llan Levin 78,488 21,574 $7.8p December 31, 20017
. 135,270 *
Director 56,782 - $2.21 December 31, 2017
John J. McEleney 0% - 14,400 $46.81 June 18, 20[L8
Director ’ - 22,000  $82.1% June 21, 20p3
Clifford H. Schwieter 862 . - 14,400 $46.87% June 18, 20[L8
Director - 22,000 $82.14 June 21, 20p3
Ziva Patir 0% - 29,582 $82.14 June 21, 20p3
Director °
Eyal Desheh 2661 . 7,551 9,708 $7.82 December 1, 222
Director '
Victor Leventhal 2367 . 2,367 22,817 $74.9p December 1, 2022
Director ’
Erez Simha . . N . . .
Chief Financial Officef®
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* Constitutes less than 1% of our outstanding shares.

(1) All of our shares (including shares held by direstand members of senior management) have idertitialg rights.

(@  In accordance with Rule 13d-3 under the Exchangermnber of shares and the percentages showndividual persons or groups
include any ordinary shares underlying stock oggtibeld by such person or group that were exer@salthin 60 days of February 1,
2014 and that are also reflected in the columeditStratasys stock options — Number held — Exalwis within 60 days.” Further in
keeping with such Rule 13d-3, computation of petage ownership is based upon 49,258,924 ordinamestoutstanding at February 1,
2014, plus such number of ordinary shares as seigop or group (but not any other person or grvag)the right to receive upon the
exercise of stock options within 60 days ther

(3  For a description of Stratasys’ stock option plarsase see “Stock Option and Share Incentive Piarikis Item below. All options
granted under such plans have been granted wigtayument of any cash consideration therefor by thatges thereo

(4)  Each stock option is exercisable for one ordin&igrs.
®)  Includes 196,294 ordinary shares owned of recorilbyCrum(’s wife.

(6)  Because Mr. Simha beneficially owns less than 1%unfoutstanding ordinary shares and his benefiziaiership has not previously
been disclosed to our shareholders or otherwiseemahlic, it is being omitted from this annual reggaursuant to an allowance provided
by the SE(s Form 2-F.

Stock Option and Share Incentive Plans

The following sets forth certain information witbspect to our current stock option and share inegeptans. The following description is
only a summary of the plans and is qualified ireitsirety by reference to the full text of the @awhich are exhibits to this annual report.

Upon the expiration of our stock option and shasentive plans, no further grants may be made tineler, although any existing awards
will continue in full force in accordance with tterms under which they were granted.

Amended and Restated 2004 Omnibus Stock OptioReastticted Stock Incentive Pl

Our Amended and Restated 2004 Omnibus Stock OptidrRestricted Stock Incentive Plan, or the 20@# Rihich was adopted by our
board of directors on August 15, 2004 and amendddestated by the board of directors on July 9;726nd again on May 30, 2011, provides
for the grant of options, restricted shares or o#hare-based awards to our and our subsidiagspective directors, employees, officers, of
holders, subcontractors and consultants. Awardsuh@é 2004 Plan may be granted until August 1%42€n years from the date on which
2004 Plan was originally adopted by the board cfators.

Our 2004 Plan is administered by our board of dinesg which shall determine, subject to Israeli,lttve grantees of awards and various
terms of the grant. The 2004 Plan provides for tingroptions in compliance with Section 102 of theome Tax Ordinance, 1961, to which
refer as the Tax Ordinance.

Options granted under the 2004 Plan to Israeli eygas have been granted under the capital gatisdfeSection 102 of the Tax
Ordinance. In order to comply with the terms of tlapital gains track, all options that have beemtgd under the 2004 Plan (grants were not
made until the 2006 fiscal year) pursuant and stittjethe provisions of Section 102 of the Tax @adgiice, as well as the shares issued upon
exercise of these options and other shares recsiveskquently following any realization of rightshwespect to such options, such as a resul
of a share dividend or share split, are grantattastee for the benefit of the relevant emplogéector or officer and are held by the trustee
for at least two years after the date of grant.
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Unless otherwise provided by our board of diregtoptions granted under the 2004 Plan vest oveuyfear period that commences on
the date of grant such that 25% vest after one gedran additional 6.25% vest at the end of eabkexjuent three-month period over the
following 36 months. Unless a shorter term is sedbr board with respect to a specific award, opgtjmther than certain incentive share
options, expire 10 years from the grant date. Iticershare options granted to a person holding rtiae 10% of our voting power expire
within five years from the date of the grant. Afitmns that have been granted to date under thé PG expire on December 31, 2017.

If we terminate a grantee’s employment or servicechuse, all of the grantee’s vested and unvegigdns expire on the date of
termination. If a grantee’s employment or servemrninates due to death, disability, or retirem#rg,grantees vested options may be exerci
by him or her, or by his or her estate (as the ozgbe), for one year, following the death or by, or three months following retirement.

a grantee’s service or other relationship to oungany terminates for any other reason, the gransaeexercise his or her vested options until
the 90th day after the date of such terminatiors(mh different period as our board shall presgrilmeaddition to the shares reserved under th
2004 Plan, any options granted under the 2004 tRktrare terminated or forfeited for any reasomauit having been exercised, return to the
pool under the plan and enlarge the reserved shades the plan. Shares subject to options grantddr the 2004 Plan that terminate or are
forfeited for any reason without having been exaadiwill be added to the pool of shares availatdl@tivards under our 2012 Omnibus Equity
Incentive Plan, or the 2012 Plan, and enlargedberved shares thereunder.

In the event of a merger or consolidation of oumpany, or sale of all or substantially all of ohages or assets, then without the consent
of the option holder, the board may but is not negflito (i) use its best efforts to cause that @amgtanding award shall be assumed or an
equivalent award shall be substituted by such ssoeecorporation or (ii) in case the successoraratjpn refuses to assume or substitute the
award (a) provide the grantee with the option tereise the award as to all or part of the sharg¢b)arancel the option against payment to the
grantee in an amount equal to the fair market vafigich shares as reflected under the terms of sigcger or sale minus the exercise price
per share for each such share. Notwithstandinfptlegoing, the board may upon such event amenerorinate the terms of any award,
including conferring the right to purchase any othecurity or asset that the board shall deempaudaith, as appropriate.

We will not be making any further awards under2684 Plan. A total of 775,0G8rdinary shares are issuable upon exercise of gtial
are vested and currently exercisable under this. pla

2012 Omnibus Equity Incentive Plan

Our 2012 Omnibus Equity Incentive Plan, which beeafiective at the effective time of the Strata®jget merger, provides for the grant
of options, restricted shares, restricted sharts amd other share-based awards to our and oudgries’ respective directors, employees,
officers, consultants, and advisors and to anyrgibeson whose services are considered valuatlertoompany or any of our affiliates.
Following the approval of the 2012 Plan by the déirtax authorities, we will only grant options ather equity incentive awards under the 2
Plan, although previouslgranted options and awards will continue to be goee by the 2004 Plan. Under the 2012 Plan, there &,500,00!
ordinary shares originally reserved for issuano@enof which was granted prior to the effectiverifghie merger. Upon the adoption of an
amendment to the 2012 Plan at our extraordinargmgémeeting of shareholders in February 2013reékerved pool under the plan consisted
of 4,000,000 shares, which will be automaticallgreased annually on January 1 (beginning on Jariy&§14) by a number of ordinary she
equal to the lower of (i) 500,000 shares, subjectdjustment due to certain changes as providedruhd 2012 Plan, and (ii) a number of
shares determined by our board of directors, det@rmined prior to the January 1 on which thegase will occur. Pursuant to that provision,
on January 1, 2014, the pool of shares under th2 Ptan was automatically increased by 500,000esh&v 4,500,000 shares total.
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The 2012 Plan is administered by our boardirgfctors or by a committee designated by thedoshich determines, subject to Israeli law,
the grantees of awards and the terms of the grantiding, exercise prices, vesting schedules,lacaiion of vesting and the other matters
necessary in the administration of the 2012 Pl&e. 2012 Plan enables our company to issue awad#s warious tax regimes including,
without limitation, pursuant to Sections 102 anfl)3{f the Tax Ordinance and Section 422 of U.Srhml Revenue Code of 1986, to which
refer as the Code.

Section 102 of the Tax Ordinance allows employdisctors and officers who are not controlling feiders and are considered Israeli
residents to receive favorable tax treatment fonpensation in the form of shares or options. Owaells non-employee service providers and
controlling shareholders may only be granted ogtionder Section 3(9) of the Tax Ordinance, whichsdwot provide for similar tax benefits.
Section 102 of the Tax Ordinance includes two a#igves for tax treatment involving the issuancemtions or shares to a trustee for the
benefit of the grantees and also includes an additialternative for the issuance of options orahdirectly to the grantee. Section 102(b)(2)
of the Tax Ordinance, the most favorable tax tresnfior grantees, permits the issuance to a trustder the “capital gains track.” However,
under this track we will not be allowed to deduttexpense with respect to the issuance of the mgptio shares. Options granted under the
2012 Plan to U.S. residents may qualify as “inagnsitock options” within the meaning of Section 422he Code. The exercise price for
“incentive stock options” must not be less thanftiemarket value on the date on which an optgranted, or 110% of the fair market value
if the option holder holds more than 10% of ourrstaapital.

Under the 2012 Plan, we are expected to grantmmptm our employees, directors and officers whaatecontrolling shareholders and are
considered Israeli residents, under the capitalgg@ack. In order to comply with the terms of tagital gains track, all options granted under
the 2012 Plan pursuant and subject to the provdsidrsection 102 of the Tax Ordinance, as welhasordinary shares to be issued upon
exercise of these options and other shares receivegkquently following any realization of rightshwrespect to such options, such as share
dividends and share splits, must be granted toséete for the benefit of the relevant employeesadar or officer and should be held by the
trustee for at least two years after the date efgttant.

Awards under the 2012 Plan may be granted untite®eiper 16, 2022, ten years from the date on wihiet2012 Plan was approved by out
shareholders.

Options granted under the 2012 Plan generallyonsst four years commencing on the date of grart sat 25% vest after one year and
an additional 6.25% vest at the end of each sulesegdlree-month period thereafter for 36 monthgiddp, other than certain incentive share
options, that are not exercised within ten yeasmfthe grant date expire, unless otherwise deteniy the board or its designated committee
as applicable. Incentive share options grantedperson holding more than 10% of the combined cayigasoting power expire within five
years from the date of the grant. In case of teation for reasons of death, disability, or retiremy¢he grantee or his legal successor
exercise options that have vested prior to terridnatithin a period of one year from the date cfattiility or death, or within three months
following retirement. If we terminate a granteersgoyment or service for cause, all of the grarge’sted and unvested options will expire
the date of termination. If a grantee’s employnmrdervice is terminated for any other reasongtia@tee may exercise his or her vested
options within 90 days of the date of terminati@ny expired or unvested options return to the gopteissuance.

In the event of a merger or consolidation of oumpany, or a sale of all, or substantially all, af shares or assets or other transaction
having a similar effect, then without the consefrthe option holder, the board or its designatetimittee, as applicable, may but is not
required to (i) cause any outstanding award tosseraed or an equivalent award to be substituteslibly successor corporation or (ii) in case
the successor corporation refuses to assume dtitstdoshe award (a) provide the grantee with tham to exercise the award as to all or part
of the shares or (b) cancel the options againgnpayin cash in an amount determined by the boatideocommittee as fair in the
circumstances. Notwithstanding the foregoing, tbart or its designated committee may upon suchteraand or terminate the terms of any
award, including conferring the right to purchasg ather security or asset that the board shalindé® good faith, appropriate.
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Stratasys, Inc. Plans

Pursuant to the Stratasys-Objet merger agreemeon, tlhe consummation of the Stratasys-Objet meegah option exercisable for one
share of Stratasys, Inc. common stock convertedantoption to purchase one ordinary share of&yatLtd. Furthermore, we assumed the
obligations of Stratasys, Inc. related to the isseaof shares underlying those options under @s-#ixisting option plans, consisting of the
Stratasys, Inc. 1998 Incentive Stock Option Pldrgt8sys, Inc. 2000 Incentive Stock Option Plamatasys, Inc. 2002 Lon§erm Performanc
and Incentive Plan, and Stratasys, Inc. 2008 LoagriTPerformance and Incentive Plan, which we tefeollectively as the Stratasys, Inc.
plans. Each option so assumed pursuant to theaSgsaObjet merger agreement remains governed kteiims and conditions of the relevant
grant instrument as well as the Stratasys Inc. pfater which it was granted (with appropriate ctesng reflect Stratasys Ltd. as the company
whose shares are issuable upon exercise of thenpphi total of 239,000 ordinary shares are isseialplon exercise of options that are vested
and currently exercisable under the Stratasys,plans.

The following table presents certain option datarimation for the above-described stock option simare incentive plans as at February
1,2014:

Weighted
Total Average
Ordinary Aggregate Aggregate Exercise
Shares Number of Number of Price of
Reserved for Options Shares Available Options  Outstanding
Plan Option Grants  Exercised for Future Grants  Outstanding Options
2004 Plan - - None 1,160,160 $ 9.27
2012 Plan 4, 500,00( 388,13: 4,111,86 387,830 % 84.61
Stratasys, Inc.
Plans - - None 459,43. $ 34.7(
Totals 4, 500,00( 388,13: 4,111,86! 2,007,433 20 6¢

On December 3, 2012, we filed a registration statgon Form S-8 to register the issuance of orglinhares in respect of then-
outstanding options to directors, officers, empks/and eligible consultants under the 2004 Plartla&tratasys, Inc. plans. On September 3
2013, we filed a registration statement on Formt8+&gister the issuance of ordinary shares uyitgrbptions granted or to be granted under
the 2012 Plan.
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ITEM 7. MAJOR SHAREHOLDERS AND RELATED PARTY TRANSA CTIONS.
A. Major Shareholders
Ownership by Major Shareholders

The following table presents based on thetmezent beneficial ownership reports filed witle 8EC at or slightly after February 1, 2014
the beneficial ownership of our ordinary sharegagh person who is known by us to be the benefigvaler of 5% or more of our outstanding
ordinary shares (to whom we refer as our majoredi@ders). The data presented is based on infamptovided to us, or disclosed in public
filings with the SEC, by the major shareholders.

Beneficial ownership of shares is determineder rules of the SEC and generally includes aayes for which a person exercises sole or
shared voting or investment power, or for whicheaspn has or shares the right to receive the ecicrimenefit of ownership of the shares. The
table below includes the number of shares undeglgjtions that are exercisable within 60 days afehruary 1, 2014. Shares issuable upon
the exercise of such options are deemed to beamulisiy for the purpose of computing the ownerskeig@ntage of the person or group holding
such options, but are not deemed to be outstaridirtye purpose of computing the ownership peragtef any other person or group. The
percentage of outstanding ordinary shares is baise®,258,924 ordinary shares outstanding as aiuaep 1, 2014.

Except where otherwise indicated, and expapuant to community property laws, we believesgobon information furnished by such
owners, that the beneficial owners of the shastedibelow have sole investment and voting pow#r mispect to, and the sole right to receive
the economic benefit of ownership of, such sharhe.shareholders listed below do not have anyréiffievoting rights from any of our other
shareholders. We know of no arrangements that wetilal subsequent date, result in a change ofataftour company.

Options Total
Exercisable Beneficial Percentage
Beneficial Owner Ordinary Shares | within 60 Days | Ownership | Ownership
Samson Capital, LLC (1) 3,172,787 (2) - 3,172,78Y 6.4%
Roy J. Zuckerberg 3,737,027 (3) -| 3,737,02y 7.6%
Elchanan Jaglom 3,698,625 (4) -| 3,698,625 7.5%

(1) Samson Capital, LLC is a limited liability compaogganized under the laws of the State of DelawHhne.outstanding membership
interests of Samson Capital, LLC are held by R@&ugkerberg (74.1% interest), Michael Jaglom (18iBeérest) and an entity holding
membership interests for the benefit of Elchanayhoda and members of his family. Michael Jaglom &fthanan Jaglom are cousins.
Roy J. Zuckerberg and Elchanan Jaglom are the nmanagembers of Samson Capital, LLC and, by virtiisuzh roles, may be deemed
to possess shared power to direct the voting aspbdition of, and thus shared beneficial ownersliip respect to, the ordinary shares
held by Samson Capital, LLC. Each of Roy J. Zuckagkand Elchanan Jaglom disclaims beneficial ovimesf the ordinary shares
held by Samson Capital, LLC except to the exterti@pecuniary interest therein. Please see noaesl 3 below regarding arrangeme
concerning decisions as to voting and dispositioth® ordinary shares held by this sharehol

(2) Represents shares beneficially owned as of Dece®Ih&013, as indicated in the amended report wéfigal ownership on Schedule
13G/A filed jointly on February 12, 2014 by Sam<oepital, LLC and Roy J. Zuckerberg. Samson Cagilal; exercises sole voting
power and sole dispositive power with respect 103,787shares
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(3)

(4)

Represents shares beneficially owned as of DeceBih&@013, as indicated in the amended report nétaal ownership on Schedule
13G/A filed jointly on February 12, 2014 by Sam<@apital, LLC and Roy J. Zuckerberg. Consists ofi88,ordinary shares held by
Zuckerberg Investment Partners, LP, 3,172,787ondislares held by Samson Capital, LLC, with respeethich Roy J. Zuckerberg
may be deemed to share beneficial ownership (afodied in notes (1) and (2) above) and 525,83 argishares held by Hancock
LLC, a limited liability company organized undeettaws of the State of California, with respecivtiich Roy J. Zuckerberg may be
deemed to share beneficial ownership as a resthiedRoy J. Zuckerberg Family Trus#3.8% ownership of the membership interes
Hancock LLC (as disclosed in note (4) below). MucKerberg has reached an agreement with resp&@38,649 of the ordinary shares
held by Samson Capital, LLC that he has the rigltndependently make decisions as to voting angbdition of those ordinary shares,
without having to consult with any othperson.

Represents shares beneficially owned as of Dece®ih@013, as indicated in the amended report néfaal ownership on Schedule
13G/A filed on February 13, 2014 by Elchanan Jagl@onsists of (i) the 3,172,787 ordinary shared bglSamson Capital, LLC, with
respect to which Mr. Jaglom may be deemed to dhemeficial ownership (as disclosed in note (1) &and (ii) the 525,838 ordinary
shares held by Hancock LLC, a California limitegbility company of which 56.2% of the membershiteiasts are held by a company
of which Mr. Jaglom is a director. Mr. Jaglom haached an agreement with respect to 1,339,13&ajrtlinary shares held by Samson
Capital, LLC that he has the right to independentike decisions as to voting and disposition o$¢hardinary shares, without having
consult with any other person. Mr. Jaglom disclabaseficial ownership of the ordinary shares hgléach of Samson Capital, LLC
and Hancock LLC except to the extent of his peayrii@eresitherein.
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Changes in Percentage Ownership by Major Sharehafle

During 2013, there were certain changeseémpigrcentage ownership of our major shareholdexsamarket transactions entered into by
the major shareholders themselves and due to suarige of a substantial number of additional orglishares in our acquisition of MakerBot
in August 2013 and in our follow-on public offeriitg September 2013. The percentage ownership df @a8amson Capital, LLC, Roy J.
Zuckerberg and Elchanan Jaglom decreased due t@etrsaies and issuances of additional ordinaryeshiay us. The percentage ownership of
those respective shareholders decreased from 1tb. 5%4%, 12.6% to 7.6% and 12.5% to 7.5%, respelstivn addition, three additional
shareholders who held more than 5% of our ordisagares as of the end of 2012-- AGM Holding BV, ippi¢ J. Setton and FMR LLC—
ceased to be a major shareholder as of the endil&@ue to a combination of market sales and ismsaof additional ordinary shares by us.

In December 2012, as a result of the consummafitimecStratasys-Objet merger, the percentage owipeos each of our major
shareholders at the time was reduced in a prop@aitimanner, due to the issuance of 55% of our stegpital (on a post-merger, fully diluted
basis, calculated in accordance with the treasimgksnethod) to stockholders of Stratasys, Inchénmerger.

Record HoldersBased upon a review of the information providedsdy our transfer agent, as of March 3, 2014 gtlesre 130 holders of
record of our shares, of which 97 record holdetdihg 49,270,622, or approximately 99.99%, of outstanding ordinary shares, had
registered addresses in the United States. Thesbara are not representative of the number of b@akffiolders of our shares nor is it
representative of where such beneficial holderisieesince many of these shares were held of rdoplitokers or other nominees. As of the
said date, CEDE & Co, the nominee company of thedditory Trust Company (with a registered addredké United States), held of record
47,617,375 ordinary shares on behalf of hundredssfof brokers and banks in the United States, wltiorn held such shares on behalf of
several thousand clients and customers.

B. Related Party Transactions.

Except as described below or elsewhere in thisa@meport, since January 1, 2013, we have hadamsa&ction or loan, nor do we have :
presently proposed transaction or loan, involving eelated party described in Item 7.B of Form 2prémulgated by the SEC.

Indemnification Agreement:

Our amended articles permit us to exculpate, indgmamd insure each of our directors and officedeos to the fullest extent permitted by
the Companies Law. Effective upon the effectiveetiof the merger, we entered into indemnificatioreagents with each of our current
directors and other office holders, under whichumdertook to indemnify them to the fullest exteatritted by Israeli law, including with
respect to liabilities resulting from the mergettie extent that these liabilities are not covdrgihsurance. We also put into place Directors
and Officers liability insurance for each of oureditors and other office holders upon the effectdss of the Stratasys-Objet merger.

Registration Rights

Upon the effectiveness of the Stratasys-Objet nmierge entered into a registration rights and lopkagreement with Objet shareholders
holding at least 90% of the voting power of Objebpto the effectiveness of the merger, includéagh of our current executive officers and
directors who held ordinary shares since prioh®rherger. However, due to subsequent market shffsres by our shareholders party to the
agreement, all of the remaining ordinary sharegestito the agreement have subsequently ceasetéothe status of “registrable securities”
under the agreement (due to the fact that theybmeagold without limitation of volume pursuant tol®a44 under the Securities Act). As a
result, the registration rights for all sharehotdeho are party to the agreement have lapsed, aratewno longer required to register the sales
of shares by our shareholders who are party tagheement.
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Employment and Consulting Agreements with Direct@sd Executive Officer:
Employment agreement with David R

Under an employment agreement, dated Septetdh@008, that we entered into with our Chief &xeve Officer, David Reis, Mr. Reis is
entitled to a gross monthly salary of NIS 126,680pfoximately $36,484 ). Mr. Reis is also entitieén annual performance bonus subject to
the discretion of our board of directors, base@wnachievement of specific goals set by the bdaedides base salary and bonus, Mr. Reis
receives under the agreement other benefits tbairavided for by Israeli law or that are customi@rysenior executives in Israel, including
reimbursement for reasonable expenses incurredninection with his services, and the right to sl (all related fixed and variable costs in
respect of) a leased car and cellular telephoneRMdis is furthermore entitled to company contiidg equivalent to 5%, 8.33%, 2.5%, and
7.5% of his gross monthly salary towards certaimspen, severance, disability and tax-advantagethgayunds (known as a manager’s
insurance policy, severance compensation fundbilityainsurance, and a study fund, respectiveM}.(Reis also contributes 5% and 2.5% of
his gross monthly salary towards the manager'ssamme policy and study fund, respectively). The lympent engagement is terminable by
either party upon six months’ prior written notiegéd contains customary provisions regarding nompetition, confidentiality of information
and assignment of inventions. As required undexelstaw, the terms of Mr. Reis’ engagement withh company were approved by our board
of directors and shareholders (while we were atgrivate company).

On April 11, 2010, March 21, 2012 and May 10, 20d4i#, board of directors approved the payment toR&is of bonuses for his services
as our Chief Executive Officer and as a directarjrd) the years ended December 31, 2009, Decenih@031 and December 31, 2012,
respectively, equal to $100,000, $100,000 and MIGEDO (approximately $127,000), respectively.

Mr. Reis has furthermore been granted an aggrefda@@2,436 options to purchase ordinary shareshich (i) 230,654 (all of which are
vested) have an exercise price of $6.51825 peeshad expire on December 31, 2017 and (ii) 51(@B2f which are vested) have an exer:
price of $2.207514 per share, and also expire aedéer 31, 2017. All of the shares underlying tB@,854 options described in (i) above are
subject to an agreement with our company undertwthiey may only be disposed of (subject to minaegstions involving the payment of
taxes) in an orderly fashion, on a pro-rata bagés the course of a five-year period commencingdh2. These restrictions governing the
disposition of such shares supplement, and doepdace, any additional applicable restrictions urde share option and incentive plans.

Employment agreement with llan Le

Pursuant to an employment agreement, dated Jurgd2Z, llan Levin provides services to us as atfiile employee who leads special
corporate executive functions. Under the agreenintl_evin receives a gross monthly salary of NS00 (approximately $7,781) and other
benefits that are provided for by Israeli law aatthre customary for senior executives in Israeluding reimbursement for reasonable
expenses incurred in connection with his serviaed,the right to use (and all related fixed andalde costs in respect of) a leased car. The
foregoing salary is in addition to and independ#rihe $19,400 per month plus Israeli value addeddr VAT, that Mr. Levin is entitled to fc
continued service as a member of the board.

Under the employment agreement, Mr. Levin is fumi@re entitled to company contributions equivater5%, 8.33%, 2.5%, and 7.5% of
his gross monthly salary towards certain pensiemeance, disability and tax-advantaged savingdsfijknown as a manager’s insurance
policy, severance compensation fund, disabilityrasce, and a study fund, respectively) (Mr. Lealso contributes 5% and 2.5% of his gross
monthly salary towards the manager’s insurancepalnd study fund, respectively). The employmegiagiement is terminable by either party
upon three months’ prior written notice, and caméatustomary provisions regarding noncompetitionfidentiality of information and
assignment of inventions. As required under Isiaglj the terms of Mr. Levin's engagement with campany were approved by our board of
directors and shareholders.

Mr. Levin was previously granted 78,488 optionptwchase ordinary shares at an exercise price.82%9 per share, 7,192 of which have
vested or will vest within 60 days of February @12 , and the balance of which will vest over a fpear period of continued service by him to
our company beginning with the date of his appoértiras President and Vice Chairman in June 2014sé& bptions expire on December 31,
2017. All of the 78,488 ordinary shares underlyting foregoing options are subject to an agreememtden Mr. Levin and our company undel
which they may only be disposed of (subject to mexceptions involving the payment of taxes) iroaterly fashion, on a pro rata basis over
the course of a five year period commencing in 20tse restrictions governing the dispositiorhese shares supplement, and do not
replace, any additional applicable restrictionsarmalr share option and incentive plans. Mr. Lalgo holds 56,782 options to purchase
ordinary shares (all of which are vested), at ar@ge price of $2.208 per share, which expire endbnber 31, 2017.
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Consulting arrangement with an entity affiliatedtwi&lchanan Jaglom

An entity affiliated with Elchanan Jaglomethairman of the executive committee of our badirdirectors, has provided consulting and
director services to us pursuant to an oral arnawege that was approved by our board of directodssdmareholders. The monthly amount
payable to that entity under this arrangement &8, plus VAT, currently. The consulting arranger which is not recorded in a written
agreement, has no set term and may be terminatedh®y party at will upon written notice.

C. Interests of Experts and Counsel.
Not required.
ITEM 8. FINANCIAL INFORMATION.
A. Consolidated Statements and Other Financial Infomation.

The consolidated financial statements and othanfifal information for our company required by S&€ included in this annual report
beginning on page F-1.

Export Sales

The following table presents total export salesShhatasys, Ltd for each of the fiscal years indidgin thousands):

2013 2012 2011
Total Export Sales* $ 219,83 $ 104,88: $ 73,21
as a percentage of Total Sales 45.4% 48.7% 46.9¢%

* Export sales, as presented, are defined as satestomers located outside of the United Statedstaél (where our dual headquarters
located).
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Legal Proceedings

We are a party to various legal proceedingglent to our business. Based upon the statusobf cases, as determined with the advice of
counsel, we have recorded provisions in our fingrgtatements for amounts (if any) judged to bé Ipptantifiable and probable to be paid.
Except as noted below, there are no legal procgsgiending or threatened against us that we bedisvéikely to have, or that have had in the
recent past, significant effects on our financ@tdition or profitability.

Settlement of Merger-Related Litigation

As previously reported in our annual report for ylear ended December 31, 2012, Stratasys, Incmémebers of its board of directors,
Objet’s two indirect, wholly-owned subsidiaries fyatio the Stratasys-Objet merger agreement (Sélotatings Inc. and Oaktree Merger Inc.)
had been named as defendants in three purporteslattion complaints, two of which had been filethie District Court, Fourth Judicial
District, Hennepin County, Minnesota (th&finnesota Court ) and one of which had been filed in the CourCfancery of the State of
Delaware (the ‘Delaware Court“). Objet was also named as a defendant in therattiought in the Delaware Court. The complaints ha
generally alleged that, in connection with apprgvine Stratasy®bjet merger, the Stratasys, Inc. directors brehdheir fiduciary duties owe
to Stratasys, Inc. stockholders and that Stratasgs,Objet, Holdco and Merger Sub knowingly aided abetted the Stratasys, Inc. directors’
breaches of their fiduciary duties. The complagusght, among other things, certification of theecas a class action, an injunction against th
consummation of the transaction, a judgment ag#nestiefendants for damages, and an award ofd&penses and costs to plaintiffs and thei
attorneys.

On October 3, 2013, we, our subsidiary Stratasys,dnd the other defendants entered into a settleagreement with the plaintiffs,
which was approved by the Delaware Court. The pffsragreed to a dismissal of the action in théaidare Court with prejudice, the
voluntary dismissal of the Minnesota Actions witlejpdice and without costs, and the release aflaiins against the defendants, subject to
certain conditions. The defendants agreed not posp an award of attorneys’ fees, costs and expémse amount not to exceed $450,000, t
the plaintiffs. However, before the case was healaintiffs’ counsel offered to withdraw the settlent and to discontinue the action without
requiring payment of legal fees, costs or expehgetefendants.

Claims Related to Company Equity and Other Matters

In December 2008, a former employee of ours, wieosgloyment had been terminated, filed a claim agaior company demanding that,
based on an alleged undertaking we had made, we feshim an option that would allow him to maintan equity interest of 1.45% in Objet,
as well as reimburse salary reductions he hadredffi@ an aggregate sum of NIS 552 thousand ( #id®and). In July 2009, we filed our
statement of defense, rejecting the claims raigeithés former employee. Together with the former Exyge, we initiated mediation of the
dispute, but did not reach any settlement. The éoremployee later amended his initial pleadingeteksan additional NIS 441 thousand ( $127
thousand) on account of alleged wrongful termimmabig our company. The court ruled in our favor iovidmber 2013, also awarding us legal
expenses of NIS 55,000. The plaintiff has appetidediecision to the national Israeli labor coutteve the appeal will be heard.

In October 2007, a former supplier of Objet broughtaction against Objet and the former directbitsdcuropean subsidiary (one of
whom, llan Levin, is one of our current directarsj Brussels commercial court, claiming damage®s66.0 thousand ( $780 thousand), plus
interest and related legal and litigation costs AQnil 26, 2010, the court held Objet and its sdimiy’s former directors jointly and severally
liable for the full amount claimed. Objet along lwits subsidiarys former directors filed an appeal of the judgmieréay 2010, with respect
which the final judgment is expected to be rendéme2D14. In keeping with required procedures egldb the litigation, in July 2011, we
deposited the full amount of the original judgmienfavor of the former supplier, plus interest ditigation costs (€690 thousand, or $951
thousand, in total) into a blocked, state-ownedantin our name, to be held pending the outconmuofippeal.
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On March 4, 2013, we were notified of two lawsuitsportedly filed in an Israeli district court agsi us by four current or former
minority shareholders and former directors of cumpany. The lawsuits purportedly demand that werahtiee capitalization table of our
company such that certain shares previously issuébjet shareholders named as defendants wouleldognized as being owned by the
plaintiffs with a consequent reduction of the shammership of the named defendants. The lawsistsrhme as defendants Elchanan Jaglom
the Chairman of the Executive Committee of our ba#rdirectors, David Reis, our Chief Executive iGdf, various shareholders of ours who
were also shareholders of Objet, and, in one ofasuits, llan Levin, one of our directors. Thevaits allege in particular that a series of
investments in Objet during 2002 and 2003 was tftkat a price per share that was below fair mariiete, thereby illegally diluting those
shareholders that did not participate in the inmesits. The plaintiffs also allege that a portiothaf amount invested in those transactions wa:
actually invested by an investor who was alreadliaeholder of Objet and allegedly acting in conaith Mr. Jaglom, and that the interest of
these two shareholders in these transactions viggojperly disclosed to the minority shareholdertha time. The lawsuits furthermore claim
that we effectively engaged in backdating the insaaof certain shares, in that shares that Olypetrted as having been issued in 2006 and
2007 were actually issued at a subsequent dateateaad 2009. We filed our statement of defensespanse to these claims in May 2013,
denying the claims. We are scheduled for hearingspril 2014, in which the court will hear argumemribncerning our motion to dismiss the
claims and our appeal to make the plaintiffs pdlycourt fees.

We believe that the above claims that atepgthding are entirely baseless and that the &@tiens in question were conducted in
accordance with applicable law. Our management dotbelieve that these lawsuits will have a matexdiverse effect on our operations or
financial condition, and we intend to vigorouslyela these lawsuits.

Dividend Policy

We have never paid cash dividends on our ordinaayes and do not anticipate that we will pay arshadividends on our ordinary shares
in the foreseeable future.

We intend to retain our earnings to finance thesttgyment of our business. Any future dividend poiidll be determined by our board of
directors based upon conditions then existing uidiclg our earnings, financial condition, tax pasitand capital requirements, as well as such
economic and other conditions as our board of threanay deem relevant. Pursuant to our articlessbciation, dividends may be declare
our board of directors. Dividends must be paidafudur profits and other surplus funds, as defimethe Companies Law, as of the end of the
most recent year or as accrued over a period ahths recent two years, whichever amount is greptevided that there is no reasonable
concern that payment of a dividend will prevenfrosn satisfying our existing and foreseeable ohiares as they become due. In addition,
because we have received certain benefits undelisaw relating to Approved Enterprises and Baiafy Enterprises, our payment of
dividends (out of tax-exempt income) may subjedibusertain Israeli taxes to which we would notesthise be subject. We are also restricted
under our credit agreement with Bank of Americarfipaying dividends. Please see the risk factorsaregrl “We do not anticipate paying any
cash dividends in the foreseeable future. Therefborir share price does not appreciate, our $tedglers may not recognize a return, and ¢
potentially suffer a loss, on their investment ur ordinary shares,” and “Even if we decide to daydends on our ordinary shares, we may be
restricted from doing so or payment of such divitkemay have adverse consequences for our compatighn 3.D “Risk Factors—Risks
related to an investment in our ordinary sharegivab

For a discussion of the applicable rates of witdhmg tax on dividends paid out of income derivemhfran Approved Enterprise or a
Beneficiary Enterprise, see “Israeli Tax Consideraet and Government Programs — The Law for the Hragement of Capital Investments”
in Item 4.B above.

B. Significant Changes.

No significant change, other than as otherwiseritestt in this annual report, has occurred in owerafions since the date of our
consolidated financial statements included in #nisual report.

104




ITEM 9. THE OFFER AND LISTING.
A. Listing Details.

Since December 3, 2012 (the first trading afftigr the effective time of the merger), our oetinshares have traded (and, prior to that time
Stratasys, Inc. common stock was traded) on theDS Global Select Market under the trading symt&$Y'S.” The following table sets
forth the high and low closing sale prices of otdimary shares (and for periods preceding the nme&featasys, Inc. common stock) for the
fiscal periods indicated below, as reported onNISDAQ Global Select Market.

Price Range
High Low
Fiscal Period: (US. $ (US. $
Six most recent months:
February 2014 127.6: 110.7¢
January 2014 136.4¢ 118.0¢
December 2013 134.7( 117.0(
November 2013 128.1% 112.2:
October 2013 113.2¢ 92.7¢
September 2013 110.2¢ 92.3-
Two most recent full financial years and subsequergeriods, by quarter:
Fiscal Year Ending December 31, 2013
October 1, 2013 - December 31, 2013 134.7( 92.7¢
July 1, 2013 - September 30, 2013 110.2¢ 84.3(
April 1, 2013 - June 30, 2013 91.3( 68.3:
January 1, 2013 - March 31, 2013 89.6¢ 62.5(
Fiscal Year Ended December 31, 2012
October 1, 2012 - December 31, 2012 80.7¢ 54.6¢
July 1, 2012 - September 30, 2012 71.9¢ 47.3¢
April 1, 2012 - June 30, 2012 54.4¢ 33.6¢
January 1, 2012 - March 31, 2012 40.8i 30.3i
Five most recent full financial years
2013 134.7( 62.5(
2012 80.7¢ 30.37
2011 55.4: 18.0(
2010 34.4¢ 18.0¢
2009 18.9¢ 7.77
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Our ordinary shares, nominal value NIS 0.8d.ghare, are registered on the books of our #amagfent, Continental Stock Transfer & Trust
Company. There are no transfer restrictions apant the requirement that any transfers comply @&jiplicable securities laws and the rules of
the NASDAQ Stock Market or any other securitieshege on which our ordinary shares may be listedarfuture.

B. Plan of Distribution.
Not Applicable.

C. Markets.

Our ordinary shares have been listed on, and beegdimg on, the NASDAQ Global Select Market on Dmber 3, 2012 under the ticker
symbol “SSYS”, replacing the Stratasys, Inc. comrstmtk under that same listing and ticker symbldb¥ang the effective time of the
Stratasys-Objet merger on December 1, 2012.

D. Selling Shareholders.
Not Applicable.

E. Dilution.

Not Applicable.
F. Expenses of the Issue.
Not Applicable.
ITEM 10. ADDITIONAL INFORMATION.
A. Share Capital.
Not applicable
B. Memorandum and Articles of Association.
Purposes and Objects of the Company

We are a public company registered under Israai®@anies Law as Stratasys Ltd., registration nurBhe260769-8. Under our
memorandum of association, our purpose includesyéa@/ful purpose.

Powers of Directors

Under the provisions of the Companies Law and ougraded articles, the management of the busines® @@ompany is vested in our
board of directors, which may exercise all such @®mand do all such acts and things as the Conipauthorized to exercise and do. For
certain approval requirements, disclosure obligetiand limitation on participation of members of board in board meetings, see “Fiduciary
Duties of Officer Holders — Approval of SpecifieeéRted Party Transactions with Office Holders Unideseli Law” in Item 6.C — “Board
Practices” above, and the remainder of this IterB H@low.

The authority of our directors to enter into borhogvarrangements on our behalf is not limited, pkx¢e the same degree as any other
transaction into which we may enter.
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Our amended articles do not impose any mangattirement or age-limit requirements on ouediors, and our directors are not required
to own shares in our company in order to qualifgéove as directors.

Rights Attached to Shares

Our authorized share capital consists of 180,0@d@inary shares of a nominal value of NIS 0.0dhedll outstanding ordinary shares
are validly issued, fully paid and non-assessakiie. current authorized share capital reflects arease in our authorized share capital (from
60,000,000 ordinary shares) that was approved bglwareholders at our 2013 annual general meetiagaseholders on June 21, 2013.

The rights attached to the ordinary shares arelks\s:

Dividend RightsOur board of directors may, in its discretion, deglthat a dividend be paid pro rata to the holdesdinary shares.
Dividends must be paid out of our profits and othanplus funds, as defined in the Companies Lawf #% end of the most recent year or as
accrued over a period of two years, whichever éatgr, provided that there is no reasonable corthatrpayment of a dividend will prevent us
from satisfying our existing and foreseeable oliiayes as they become due. Under the Companies thavwgdeclaration of a dividend does not
require the approval of the shareholders of a coppaless the company'’s articles of associationigeootherwise. Our amended articles
provide that our board of directors may declare disttibute dividends without the approval of timaseholders.

Rights to Share in the Company’s Prof@ir shareholders have the right to share in ouitprdistributed as a dividend or via any other
permitted distribution. See “Rights Attached to ®sa— Dividend Rights”, in this Item above.

Rights to Share in Surplus in the Event of Liquatatin the event of our liquidation, after satisfactmfiabilities to creditors, our assets
will be distributed to the holders of ordinary stgin proportion to the nominal value of their iogs. This right may be affected by the grant
of preferential dividend or distribution rightsttee holders of a class of shares with preferentiats that may be authorized in the future.

Limited Liability. Our company is a limited liability company, andréfere, each shareholder’s liability for our obligas is limited to the
payment of the nominal value of the shares heldumh shareholder, subject to the provisions ofXbmpanies Law.

Limitations on Any Existing or Prospective Majoragtholder.See “Board Practices - Approval of Specified Rel®arty Transactions
with Office Holders Under Israeli Law” in Item 6&bove.

Registration Rightd-or a discussion of the registration rights thathaee granted to certain shareholders, pleaseaey®erlB “Related
Party Transactions”— “Registration Rights.”

Voting RightsHolders of our ordinary shares have one vote foh@adinary share held on all matters submittea vote of shareholders.
Shareholders may vote at a shareholders’ meetihgrén person or by proxy. Such voting rights rbayaffected by the grant of any special
voting rights to the holders of a class of sharih preferential rights that may be authorizedhia tuture. There are currently no preferred
shares outstanding.

The Companies Law imposes certain duties on ouebbdders. A shareholder, in exercising his orrfgdits and performing his or her
obligations to our other shareholders and us, etsin good faith and in an acceptable manneraaoiéi abusing his or her powers. This duty
is required when voting at general meetings onermatuch as changes to our articles of associatioreases to our registered capital, merger
and related party transactions. A shareholderfasoa general duty to refrain from depriving arhyeotshareholder of his or her rights as a
shareholder. In addition, any controlling sharekoldny shareholder who knows that his or her gatedetermine the outcome of a
shareholder vote and any shareholder who, undesirnended articles, can appoint or prevent the appent of an office holder, is required to
act fairly towards our company. The Companies Laesdnot specifically define the duty of fairness, frovides that the remedies generally
available upon a breach of contract will apply afsthe event of a breach of the duty to act watinrfess. There is no binding case law that
addresses this subject directly. Any voting agregraeong shareholders is also subject to thesesduti
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Election of Directors

As agreed upon in the merger agreement aneflasted in our amended articles, until Decenihet014, our board of directors will
include: (i) four class A directors, including oeeternal director, who were appointed by Objet’aridoof directors prior to the merger; (ii) four
class B directors appointed by the Stratasys,bdaard of directors prior to the merger; and (iiecclass B director, appointed by the Stratasys
Inc. board of directors and approved by Objet’srbad directors prior to the merger. As a resulanfamendment to our amended articles tha
was adopted by a supermajority constituting 75%hneftotal voting power of our company at our 20@8wal general meeting of shareholders,
our board now also includes one unclassified dirgetho serves for a one year term and is subjeeleiction once again in 2014. Unless the
2014 annual general meeting of shareholders isdftdd expiration of the initial term for our cla&sand class B directors, we are required to
hold a special general meeting within 60 days afkgiration of that initial term for the purposeadécting directors. Our board of directors,
acting by a majority vote that must include theevot two class A directors and two class B diresstanill nominate between seven and 11
persons to stand for election at that meeting.

Thereafter, directors of our company, other thaereal directors, will be elected each year atanurual general meeting of shareholders
by a vote of the holders of a majority of the vgtjpower represented at the meeting. See Item @0art Practices"—"Board of Directors”
above. Our ordinary shares do not have cumulatiag rights for this purpose. As a result, holdafrsur ordinary shares that represent more
than 50% of the voting power represented at a kloéders’ meeting at which a quorum is present nalve the power to elect any or all of our
directors whose positions are being filled at thatting, subject to the special approval requiresnfem external directors described under
“Board Practices—External Directors” in Iltem 6.CGab and subject to the discussion in the foregpamggraph.

In addition, pursuant to our amended articles, @irareholder or group of shareholders holding &t lsach number of shares or such vc
rights entitling the nomination of directors unédrthen-applicable law, may request, by Januargf3he calendar year in which the next
annual general meeting of shareholders is to ik bet we include candidates nominated by thermoasinees at that next annual general
meeting.

Annual and Extraordinary Meetings

Our board of directors must convene an annual génegeting of shareholders at least once everyndateyear, within fifteen months of
the last annual general meeting.

All meetings other than the annual general meadfrghareholders are referred to as extraordinangigé meetings. Our board of directors
may call extraordinary general meetings whenevseés fit, at such time and place, within or owtsitlisrael, as it may determine. In addition,
the Companies Law and our amended articles prdiamteour board of directors will be required to eene an extraordinary general meeting
upon the written request of (i) any two of our diars or one-quarter of our board of directorsiipofie or more shareholders holding, in the
aggregate, either (a) 5% of our outstanding issirades and 1% of our outstanding voting power pb% of our outstanding voting power.
The chairman of the board of directors preside=saah of our general meetings. The chairman of dlaedbof directors will not be entitled to
vote at a general meeting in his capacity as clairm

Subject to the provisions of the Companies Lawthedegulations promulgated thereunder, sharehottiat will be entitled to participate
and vote at general meetings are the shareholiezsad on a date decided by our board of directwhich may be between four and 40 days
prior to the date of the meeting. Furthermore,Gbenpanies Law and our amended articles requiradisatutions regarding the following
matters must be passed at a general meeting shaweholders:

e amendments to the amended articles;
e appointment or termination of our auditors;

e appointment of directors and appointment and disahisf external directors;
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e approval of acts and transactions involving relatedies, as defined by the Companies Law or putsisasour amended articles;
e director compensation;

e increases or reductions of our authorized shargadap

e a merger; and

e the exercise of our board of directors’ powers lgeaeral meeting, if the board of directors is uaad exercise its powers and the
exercise of any of its powers is required for owopgr management.

Notices

The Companies Law and the amended artictpsinethat a notice of any annual general meetimgxtraordinary general meeting be
published and provided to shareholders at leasia®% prior to the meeting, and if the agenda ofitketing includes the appointment or
removal of directors, the approval of transactiaith office holders or interested or related paitier an approval of a merger, notice must be
published at least 35 days prior to the meeting.

Quorum

The quorum required for a general meeting of oaretolders consists of at least two shareholdexsept in person, by proxy or written
ballot who hold or represent between them at laasajority of the total outstanding voting righfsmeeting adjourned for lack of a quorum
generally is adjourned to the same day in the fatlig week at the same time and place, or to a tatex/date if so specified in the summons ol
notice of the meeting. At the reconvened meetihiipg original meeting was convened upon requisitinder the Companies Law, the require
guorum consists of one or more shareholders, préas@erson or by proxy, and holding the numbeslwres required for making such
requisition, and, in any other reconvened meetimg quorum that is required is any two shareholgezsent in person or by proxy (regardless
of how many shares they hold).

Adoption of Resolution:

Our amended articles provide that all resolutidnsus shareholders require the approval of a migjafi the voting power present and
voting at a general meeting, unless otherwise reduy the Companies Law or by the amended articleder the Companies Law and the
amended articles, shareholders are not permitteakéoaction via written consent in lieu of a megtiUnder the Companies Law, each of (i)
the approval of an extraordinary transaction wittoatrolling shareholder and (ii) the terms of eoyphent or other engagement of the
controlling shareholder of the company or such diitig shareholder’s relative (even if not extrdimary) require, in addition to approval by
the compensation committee (in the case of ternesrmgfloyment) or audit committee (in the case of smther engagement) and the board of
directors, approval by a special majority of thargholders that fulfills one of the following recgments:

e adisinterested majority; or

e the votes of shareholders who have no personaksttan the transaction and who are present aridgsah person, by proxy or by
voting deed at the meeting, and who vote agaimstrdnsaction may not represent more than two pe(2éo) of the voting rights ¢
the company.

Under our amended articles, if the share capitdivisled into classes, the alteration of the rightsvileges, preferences or obligations of
any class of share capital requires approval bgnple majority of the class so affected (or sudteotpercentage of the relevant class that may
be set forth in the governing documents relevastith class), in addition to the ordinary majovibge of all classes of shares voting togeth
a single class at a general meeting, as requirédrithe Companies Law.

Further exceptions to the simple majority vote iegqaent are a resolution for the voluntary windimg or an approval of a scheme of
arrangement or reorganization, of the company untsto Section 350 of the Companies Law, which iregithe approval of holders of 75%
the voting rights represented at the meeting, isqe by proxy or by voting deed and voting onrésolution.
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Under the amended articles, during the pdseginning on the effective time of the merger anding on the second anniversary of the
effective time, referred to as the initial termg dpproval of 75% of the voting power of our compenrequired for the amendment, suspen
or replacement of any of the following provisiorfgtee amended articles:

Article 1 (any of the definitions in the amendetices);

Article 74 (providing for the appointment of cla&slirectors and class B directors to serve durirginitial term);
Article 77.1.8 (providing that during the initiarm, removal of class A directors for cause may tel by a unanimous vote of the
other class A directors and removal of class Batiines for cause may only be by a unanimous votaebther class B directors);

Article 77.2.1 (providing that during the initianm, the appointment to fill any vacancy of a classirector shall be by the class A
directors and the appointment to fill any vacant® olass B director shall be by the class B daestin each case subject to the
requirements of the Companies Law with respecktereal directors);

Article 79 (providing for the appointment of S. $#Grump as the Chairman of the Board of our comard the procedure for
filling a vacancy in the office of chairman);

Article 80 (limiting the power of the shareholdéssemove a director from office during the initiatm;
Article 81 (providing for the appointment of DavReis to serve as the Chief Executive Officer of ammpany during the initial
term and the requirement that board of directorsunfcompany may only select another person teesas\the chief executive offic

by a majority vote that shall include the vote bleast two class A directors and two class B dies);

Article 92 (providing for the establishment and gmsition of the executive committee of our boardlioéctors during the initial
term, the procedure for filling vacancies on theaxrive committee, and the duties and authorithefexecutive committee);

Article 99 (providing the board of directors witietright to delegate authority to the chief exaautfficer to appoint other officers
and employees, to set their compensation, sulgebetrequirements of the Companies Law, and t@vensuch persons from their
positions, subject to the restrictions on the reaho@¥ class A directors and class B directors; and

Article 138 (requiring a 75% super majority votetadie any of the foregoing actions).

Israeli law provides that a shareholder ptiblic company may vote in a meeting and in a akassting by means of a voting deed in whicl
the shareholder indicates how he or she votessmutions relating to the following matters:

appointment or removal of directors;
approval of transactions with office holders oenatsted or related parties;

approval of a merger or any other matter in respeathich there is a provision in the articles s§aciation providing that decisions
of the general meeting may also be passed by vdged;

approval of an arrangement or reorganization ottirapany pursuant to Section 350 of the Israeli games Law; and

other matters which may be prescribed by Israelisidter of Justice.
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The provision allowing the vote by voting dedoes not apply if, to the best knowledge of thmgany at the time of calling the general
shareholders’ meeting, a controlling shareholddirhwid on the record date for such shareholdersétimg, voting power sufficient to
determine the outcome of the vote.

Changing Rights Attached to Shares

The rights attached to any class of shares, sughtagy, liquidation and dividend rights, may beerded by adoption of a resolution by
the holders of a majority of the shares of thas€laresent at a separate class meeting, or otleemaEcordance with the rights attached to
class of shares, as set forth in our amendedesticl

Limitations on the Rights to Own Securities in OurCompany

Neither our memorandum of association nor our ameérmditicles, nor the laws of the State of Israadtrict in any way the ownership or
voting of shares by non-residents, except witheesto citizens of countries that are in a statevaf with Israel.

Provisions Restricting Change in Control of Our Conpany

Full Tender Offer

A person wishing to acquire shares of a publicdsi@mpany and who could as a result hold over @%e target company’s issued and
outstanding share capital or voting rights is regghiby the Companies Law to make a tender offailtof the company’s shareholders for the
purchase of all of the issued and outstanding shafrthe company. A person wishing to acquire shafa public Israeli company and who
could as a result hold over 90% of the issued anstanding share capital or voting rights of aaiertlass of shares is required to make a
tender offer to all of the shareholders who holdreb of the relevant class for the purchase affalie issued and outstanding shares of that
class. If the shareholders who do not accept tfez bbld less than 5% of the issued and outstarsliage capital and voting rights of the
company or of the applicable class, all of the sbahat the acquirer offered to purchase will bagdferred to the acquirer by operation of law
(provided that a majority of the offerees that d¢ Imave a personal interest in such tender offalt Bave approved it, which condition shall not
apply if, following consummation of the tender affthe acquirer would hold at least 98% of allltgé tompanys outstanding shares and vot
rights (or shares and voting rights of the relev@ass)). However, shareholders may, at any tintkinvsix months following the completion of
the tender offer, petition the court to alter thagideration for the acquisition. Even shareholdérs indicated their acceptance of the tender
offer may so petition the court, unless the acqugtpulated that a shareholder that accepts ttee wfay not seek appraisal rights). If the
shareholders who did not accept the tender offlel 5% or more of the issued and outstanding shegpéad or voting rights of the company or
of the applicable class, the acquirer may not aecghares of the company that will increase itglingls to more than 90% of the company’s
issued and outstanding share capital or votingsigh90% of the shares or voting rights of theliapple class, from shareholders who
accepted the tender offer.
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Special Tender Offe

The Companies Law provides that an acquisitfoshares of a public Israeli company must beaadmeans of a special tender offer if as
a result of the acquisition the purchaser couldbexa holder of 25% or more of the voting rightshi@ company, unless one of the exempt
in the Companies Law (as described below) is nmtas fule does not apply if there is already anotfwéder of at least 25% of the voting rights
in the company. Similarly, the Companies Law presithat an acquisition of shares in a public companst be made by means of a tender
offer if as a result of the acquisition the pur@rasould become a holder of more than 45% of thimgaights in the company, if there is no
other shareholder of the company who holds mone #%&6 of the voting rights in the company, unless of the exemptions in the Companies
Law is met.

A special tender offer must be extended to allahalders of a company but the offeror is not rexfito purchase shares representing
than 5% of the voting power attached to the comjsamytstanding shares, regardless of how many slaestendered by shareholders. A
special tender offer may be consummated only Ht(least 5% of the voting power attached to thagany’s outstanding shares will be
acquired by the offeror and (ii) the number of slsatendered in the offer exceeds the number oésheainose holders objected to the offer.

If a special tender offer is accepted, then thelpager or any person or entity controlling it odencommon control with the purchaser or
such controlling person or entity may not make lasssguent tender offer for the purchase of shardsedfarget company and may not enter
a merger with the target company for a period & pear from the date of the offer, unless the pagehor such person or entity undertook to
effect such an offer or merger in the initial sp¢ténder offer.

Merger

The Companies Law permits merger transactionspgf@ped by each party’s board of directors and, asmrtain requirements described
under the Companies Law are met, by a majority ebtsach partys shares, and, in the case of the target compangjaity vote of each cla
of its shares, voted on the proposed merger adelsblders meeting called with at least 35 dayis'rprotice.

For purposes of the shareholder vote, unless a ndas otherwise, the merger will not be deemegut@yed if a majority of the votes of
shares represented at the shareholders’ meetihgrthaeld by parties other than the other partheamerger, or by any person (or group of
persons acting in concert) who holds (or holdhascase may be) 25% or more of the voting righteerright to appoint 25% or more of the
directors of the other party, vote against the rerlf, however, the merger involves a merger waittompany’s own controlling shareholder or
if the controlling shareholder has a personal gk the merger, then the merger is instead sutje¢ghe same special majority approval that
governs all extraordinary transactions with cotitnglshareholders (as described above in this dmepart under Item 6.C “Board Practices—
Approval of Related Party Transactions Under Isiaalv—Disclosure of Personal Interests of ContnglliShareholders™).

If the transaction would have been approved bystiareholders of a merging company but for the sépapproval of each class or the
exclusion of the votes of certain shareholdersragighed above, a court may still approve the meugen the request of holders of at least :
of the voting rights of a company, if the courtdmthat the merger is fair and reasonable, takitgaccount the value of the parties to the
merger and the consideration offered to the shidlet®of the company that have petitioned the cmuaipprove the merger.

Upon the request of a creditor of either partyh proposed merger, the court may delay or preherntnerger if it concludes that there
exists a reasonable concern that, as a resuleahtrger, the surviving company will be unableatisfy the obligations of any of the parties to
the merger, and may further give instructions tuse the rights of creditors.

In addition, a merger may not be consummated urleleast 50 days have passed from the date ormvahicoposal for approval of the
merger was filed by each party with the Israeli iReegr of Companies and at least 30 days have gdixsm the date on which the merger was
approved by the shareholders of each party.
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Anti-Takeover Measures Under Israeli Law

The Companies Law allows us to create angeishares having rights different from those agddi our ordinary shares, including shares
providing certain preferred rights, distributionsother matters and shares having preemptive righterently, no preferred shares are
authorized under our amended articles. In the éjtifirve do authorize, create and issue a speddis of preferred shares, such class of sh
depending on the specific rights that may be a#tddb it, may have the ability to frustrate or pmetva takeover or otherwise prevent our
shareholders from realizing a potential premiumrakie market value of their ordinary shares. Thiba@nzation and designation of a class of
preferred shares will require an amendment to meraled articles, which requires the prior approvahe holders of a majority of the voting
power present and voting at a general meeting.cbhegening of the meeting, the shareholders entilgzhrticipate in such meeting, and the
majority vote required to be obtained at such atingevill be subject to the requirements set fantithe Companies Law as described above i
this Item 10.B under “Memorandum and Articles ofésiation—Rights Attached to Shares—Voting Rights.”

The foregoing description includes only a summdrgentain provisions of the Companies Law and oemuarandum of association and
articles and is qualified in its entirety by refece to the full text of such documents, which adeilats to this annual report.

C. Material Contracts.

We have not entered into any material contractiwithe two years prior to the date of this annealort, other than contracts entered into
in the ordinary course of business, or as otherdéseribed herein in Item 4. A—“History and Develagrhof the Company”, Item 4.B—
“Business Overview”, Item 5.B—"Operating and Fineh&eview and Prospects—Liquidity and Capital Reses”, ltem 6.C — “Board
Practices—Director Service Contracts” and Item -7“Belated Party Transactions”.

D. Exchange Controls.

There are currently no Israeli currency controtriesons on payments of dividends or other disttibns with respect to our ordinary
shares or the proceeds from the sale of ordinageshexcept for the obligation of Israeli residentfile reports with the Bank of Israel
regarding certain transactions. However, legistat@mains in effect pursuant to which currency mmatcan be imposed by administrative
action at any time.

The ownership or voting of our ordinary shares bg-nesidents of Israel, except with respect taeits of countries that are in a state of
war with Israel, is not restricted in any way by aaemorandum of association or amended articlésy dine laws of the State of Israel.

E. Taxation.

The following is a short summary of certain prowis of the tax environmentwdich shareholders may be subject. This summérgssc
on the current provisions of tax law. To the extéat the discussion is based on new tax legisiatiat has not been subject to judicial or
administrative interpretation, we cannot assure Yuat the views expressed in the discussion willdeepted by the appropriate taxthorities
or the courts.

The summary does not address all of the tax coms®gs that may be relevant to all purchasers ofosdinary shares in light of each
purchase’s particular circumstances and specific tax treatrh For example, the summary below does not addhestax treatment of
residents of Israel and traders in securities whe subject to specific tax regimes. As individiedumstances may differ, holders of our
ordinary shares should consult their own tax adveseto the United States, Israeli or other tax segquences of the purchase, ownership and
disposition of ordinary shares. The following ig mdended, and should not be construed, as legptafessional tax advice and is not
exhaustive of all possible tax considerations. Eadividual should consult his or her own tax ogd¢ adviser.

Israeli Taxation Considerations

Israeli law generally imposes a capital gains tathe sale of any capital assets by residentsaéllsas defined for Israeli tax purposes,
and on the sale of assets located in Israel, imojushares of Israeli companies, by both residentsnon-residents of Israel unless a specific
exemption is available or unless a tax treaty betwerael and the seller's country of residenceiges otherwise. The Tax Ordinance
distinguishes between “Real Capital Gain” and ‘dtifinary Surplus”. The Inflationary Surplus is atfmn of the total capital gain which is
equivalent to the increase of the relevant aspet'shase price which is attributable to the inoedashe Israeli consumer price index o, in
certain circumstances, a foreign currency exchaatge between the date of purchase and the daeefThe Real Capital Gain is the exce:
the total capital gain over the Inflationary Susplu
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Israeli resident individuals
Capital Gain

As of January 1, 2006, the tax rate applieablReal Capital Gain derived by Israeli indivitbuiiom the sale of shares which had been
purchased on or after January 1, 2003, whetheotdisted on a stock exchange, is 20%, unless shaheholder claims a deduction for interes
and linkage differences expenses in connection tiiighpurchase and holding of such shares, in wdask the gain will generally be taxed at a
rate of 25%. Additionally, if such shareholder imsidered a “Significant Shareholderi’d.,a person who holds, directly or indirectly, alome o
together with another, 10% or more of any of thepany’s “means of control'irfcluding, among other things, the right to receivefits of the
company, voting rights, the right to receive thenpany’s liquidation proceeds and the right to appaidirector)) at the time of sale or at any
time during the preceding 12-month period, sucin gall be taxed at the rate of 25%. Individual gaolders dealing in securities in Israel are
taxed at their marginal tax rates applicable tar®ss income (up to 48% in 2013).

Notwithstanding the foregoing, pursuant to the lfamChange in the Tax Burden (Legislative Amendrag(ifaxes), 2011, the capital g
tax rate applicable to individuals was raised fr2086 to 25% from 2012 and onwards (or from 25% t#%30the selling individual sharehold
is a Significant Shareholder at any time duringBemonth period preceding the sale and\or claimsduction for interest and linkage
differences expenses in connection with the pueclhasl holding of such shares). With respect tatsigset shares that are listed on a stock
exchange) purchased on or after January 1, 208%dtion of the gain generated from the date qtisition until December 31, 2011 will be
subject to the previous capital gains tax rate$420 25%) and the portion of the gain generatechfdanuary 1, 2012 until the date of sale will
be subject to the new tax rates (25% or 30%).

Dividend Income

Israeli residents who are individuals are genemllgject to Israeli income tax for dividends paidowr ordinary shares (other than bonus
shares or share dividends) at 25%, or 30% if thigient of such dividend is a Significant Shareleo)ct the time of distribution or at any time
during the preceding 12-month period. However,déwids distributed from taxable income accrued dutie benefits period of an Approved
Enterprise or Beneficiary Enterprise are subjeetitbholding tax at the rate of 15% (and 20% wibkpect to Preferred Enterprise), if the
dividend is distributed during the tax benefitsipgmrunder the Investment Law or within 12 yeargm$uch period.

Israeli resident corporation:
Capital Gain

Under Israeli current tax legislation, the tax rapglicable to Real Capital Gain derived by Israetident corporations from the sale of
shares of an Israeli company is the general cotpdax rate. As described in “Israeli Tax Consitierss and Government Programs — Generz
Corporate Tax Structure” in Item 4.B above, thepooate tax rate in 2012 and 2013 was 25% and 26566 2014.

Dividend Income

Generally, Israeli resident corporations are exefngph Israeli corporate tax on the receipt of dands paid on shares of Israeli resident
corporations. However, dividends distributed fraxable income accrued during the benefits pericahofApproved Enterprise or Privileged
Enterprise are taxable at the rate of 15%, if thialdnd is distributed during the tax benefits pdrunder the Investment Law or within 12 ye
after that period.
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Non-Israeli Residents
Capital Gain

Israeli capital gains tax is imposed on thspadsal of capital assets by a non-Israeli residentch assets are either (i) located in Isragl; (
shares or rights to shares in an Israeli residemipany, or (iii) represent, directly or indirecthjghts to assets located in Israel, unless a tax
treaty between Israel and the seller's countryesfdence provides otherwise. As mentioned aboval, Rapital Gain is generally subject to tax
at the corporate tax rate (25% in 2012 and 201328ér6P6 as of 2014), if generated by a companyt tirearate of 25% (for any asset other 1
shares that are listed on a stock exchar§{¥é with respect to the portion of the gain gerestatp to December 31, 2011) or 30% (for any ¢
other than shares that are listed on a stock egehaf5% with respect to the portion of the gainegated up to December 31, 2011), if
generated by an individual from the sale of agsetshased on or after January 1, 2003. Individodl@rporate shareholders dealing in
securities in Israel are taxed at the tax rateticgipe to business income (a corporate tax rata fworporation and a marginal tax rate of up to
48% for an individual in 2013).

Notwithstanding the foregoing, shareholdeh®ware non-Israeli residents (individuals and coapons) are generally exempt from Israeli
capital gains tax on any gains derived from the,satchange or disposition of shares publicly tiaale the Tel Aviv Stock Exchange or on a
recognized stock exchange outside of Israel, pea/idmong other things, that (i) such gains areyanerated through a permanent
establishment that the non-Israeli resident maistai Israel, (ii) the shares were purchased afterg listed on a recognized stock exchange
and (i) with respect to shares listed on a reéogphstock exchange outside of Israel, such shidetware not subject to the Israeli Income
Law (Inflationary Adjustments) 5745-1985. Howewvaon-Israeli corporations will not be entitled t@ tforegoing exemptions if Israel
residents (a) have a controlling interest of 25%nore in such non-Israeli corporation, or (b) e beneficiaries of or are entitled to 25% or
more of the revenues or profits of such non-Isre@lporation, whether directly or indirectly. Suskemption is not applicable to a person
whose gains from selling or otherwise disposinthefshares are deemed to be business income.

In addition, a sale of shares may be exenopt 1sraeli capital gains tax under the provisiohan applicable tax treaty. For example, unde
the U.S.-Israel Tax Treaty, to which we refer astthS.-Israel Treaty, the sale, exchange or difpasif shares of an Israeli company by a
shareholder who is a U.S. resident (for purposdbenf).S.-Israel Treaty) holding the shares agpéalaasset is exempt from Israeli capital
gains tax unless (i) the shareholder holds, diyemtindirectly, shares representing 10% or morthefvoting rights during any part of the 12-
month period preceding such sale, exchange or sitspo, (ii) the shareholder, if an individual, hasen present in Israel for a period or per
of 183 days or more in the aggregate during théicgipe taxable year; or (iii) the capital gaingsarg from such sale are attributable to a
permanent establishment of the shareholder whiohaigtained in Israel. In any such case, the salehange or disposition of such shares
would be subject to Israeli tax, to the extent agplle; however, under the U.S.-Israel Treaty, &. Wesident would be permitted to claim a
credit for the Israeli tax against the U.S. fed@mabme tax imposed with respect to the sale, exghar disposition, subject to the limitation:
U.S. laws applicable to foreign tax credits. Th&Israel Treaty does not provide such credit againy U.S. state or local taxes.

Dividend Income

Non-Israeli residents (whether individualscorporations) are generally subject to Israelome tax on the receipt of dividends paid on
ordinary shares at the rate of 25% or 30% (if ivednd recipient is a Significant Shareholderat time of distribution or at any time during
the preceding 12-month period) or 15% if the dinidés distributed from income attributed to our Apged Enterprise or Beneficiary
Enterprise, which tax is to be withheld at souftech dividends are generally subject to Israclhkdtding tax at a rate of 25% so long as the
shares are registered with a nominee company (wh#ib recipient is a Significant Shareholder dj,nmless a reduced rate is provided unde
an applicable tax treaty. For example, under tidsrael Treaty, the maximum rate of tax withheldsrael on dividends paid to a holder of
our ordinary shares who is a U.S. resident (foppses of the U.Ssrael Treaty) is 25%. However, generally, the mmaxn rate of withholdin
tax on dividends, not generated by our Approvecimise or Beneficiary Enterprise, that are paid td.S. corporation holding at least 10% ol
more of our outstanding voting capital from thetstd the tax year preceding the distribution d# thividend through (and including) the
distribution of the dividend, is 12.5%, providedtimo more than 25% of our gross income for suekqating year consists of certain types of
dividends and interest. Notwithstanding the foregpdividends generated by our Approved Entermis@eneficiary Enterprise are subject
withholding tax rate of 15% for such U.S. corparatshareholder, provided that the condition relébegur gross income for the previous year
(as set forth in the previous sentence) is mehdfdividend is attributable partly to income dedvrom an Approved Enterprise, a Beneficiary
Enterprise or Preferred Enterprise, and partiyth@iosources of income, the withholding rate wdldblended rate reflecting the relative
portions of the two types of income. U.S residevit® are subject to Israeli withholding tax on aidénd may be entitled to a credit or
deduction for United States federal income tax pseg in the amount of the taxes withheld, subfedetailed rules contained in the Code.
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A non-Israeli resident who receives dividefrdsn which tax was withheld is generally exempinfrthe obligation to file tax returns in
Israel with respect to such income, provided thauch income was not generated from businessumted in Israel by the taxpayer, and (ii)
the taxpayer has no other taxable sources of inéortseael with respect to which a tax return iguieed to be filed.

Excess Tar

Individuals who are subject to tax in Israel aoadubject to an additional tax at a rate of 2% mmual income exceeding NIS 811,560 for
2014, which amount is linked to the annual changié Israeli consumer price index, including, hot limited to, dividends, interest and
capital gain, subject to the provisions of an aggllle tax treaty.

U.S. Federal Income Tax Considerations

Subject to the limitations described in the follagiparagraphs, the discussion below describes #terial U.S. federal income tax
consequences to a beneficial owner of our ordishayes, referred to in this discussion as a U.l8ehahat is:

e an individual who is a citizen or resident of theitdd States for U.S. federal income tax purposes;

e a corporation (or other entity treated as a cofmmdor U.S. federal income tax purposes) createorganized in the United States
or under the law of the United States or of anyesta the District of Columbia;

e an estate, the income of which is includible inggrancome for U.S. federal income tax purposesrdégss of its source; or
e atrust, if a court within the United States iseatnl exercise primary supervision over the adnmaigtn of the trust and one or more

United States persons have the authority to coattgubstantial decisions of the trust, or thatthas a valid election in effect under
applicable Treasury regulations to be treateddsited States person.

This summary is not a comprehensive desonpif all of the tax considerations that may beveht to each person’s decision to purchase
hold or dispose of ordinary shares. This summangickers only U.S. holders that hold ordinary shaesapital assets.

This discussion is based on current provisionhiefu.S. Internal Revenue Code of 1986, to whichiefer as the Code, current and
proposed Treasury regulations, and administratiekjadicial decisions as of the date of this anmapbrt, all of which are subject to change,
possibly on a retroactive basis. This discussiasdwt address all aspects of U.S. federal incamsion that may be relevant to any partic
shareholder based on the shareholder’s individualmstances. In particular, this discussion da#saddress the potential application of the
alternative minimum tax or the U.S. federal incaame consequences to U.S. holders that are sulbjegiecial treatment, including U.S. hold
that:

e are broker-dealers or insurance companies;
e have elected mark-to-market accounting;
e are tax-exempt organizations;

e are financial institutions or financial servicegiges;
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are partnerships or other entities treated as @@tips for U.S. federal income tax purposes anpas thereof or members therein;

hold ordinary shares as part of a straddle, hextg®sersion or other integrated transaction witleothvestments;

own directly, indirectly or by attribution at leas®% of our voting power; or

have a functional currency that is not the U.Sladol

In addition, this discussion does not address apgé of state, local or non-U.S. tax laws, orgbssible application of the U.S. federal
estate or gift tax or any state inheritance, estatgft tax.

Material aspects of U.S. federal income tax televant to a holder other than a U.S. holdgerred to in this discussion as a non-U.S.
holder, are also discussed below.

Each prospective investor is advised to consult hi her own tax adviser for the specific tax consagences to that investor of
purchasing, holding or disposing of our ordinary slares.

Taxation of Dividends Paid on Ordinary Shares

Subject to the discussion below under “Tax Consece®if We Are a Passive Foreign Investment Company.S. holder will be
required to include in gross income as ordinargime the amount of any distribution paid on ordingtrgres, including any Israeli taxes
withheld from the amount paid, on the date therithistion is received, to the extent the distribatie paid out of our current or accumulated
earnings and profits as determined for U.S. fedacaime tax purposes. Dividends that are receinddxable years beginning before Janua
2014 by U.S. holders that are individuals, estatdsusts generally will be taxed at the rate aggiile to long-term capital gains, provided thos
dividends meet the requirements of “qualified dand income.” Effective January 1, 2013, the Amari€axpayer Relief Act raises the
maximum long-term capital gains rate of 15% to Zo¥%individuals with annual taxable income over 84®0. In addition, under the Patient
Protection and Affordable Care Act, higher incomeptiyers must pay an additional 3.8 percent taxepinvestment income to the extent
certain threshold amounts of income are exceedssl [Sew Tax on Investment Income” in this Item lyelo

Dividends that fail to meet these requirements, d@inidlends taxable to corporate U.S. holders, axed at ordinary income rates. No
dividend received by a U.S. holder will be a quetifdividend (1) if the U.S. holder held the ordinahare with respect to which the dividend
was paid for less than 61 days during the 121-daip@ beginning on the date that is 60 days befwrex-dividend date with respect to the
dividend, excluding for this purpose, under thesubf Code Section 246(c), any period during whiehU.S. holder has an option to sell, is
under a contractual obligation to sell, has madkrat closed a short sale of, is the grantor afepein-the-money or otherwise nonqualified
option to buy, or has otherwise diminished its Bgkoss by holding other positions with respecttie ordinary share (or substantially identica
securities); or (2) to the extent that the U.Sdbolis under an obligation (pursuant to a shod ealbtherwise) to make related payments with
respect to positions in property substantially Emor related to the ordinary share with respeattich the dividend is paid. If we were to be &
“passive foreign investment company” (as that texhefined in the Code) for any year, dividendgipai our ordinary shares in that year or in
the year following that year would not be qualifdigidends. In addition, a non-corporate U.S. hold#l be able to take a qualified dividend
into account in determining its deductible investiriaterest (which is generally limited to its metestment income) only if it elects to do so,
in which case the dividend will be taxed at ordyn@come rates. Corporate holders will not be alldva deduction for dividends received in
respect of our ordinary shares.

Dividends on our ordinary shares will be foreignime passive income (or in some cases, genergagtancome) for U.S. foreign tax
credit purposes. Distributions in excess of eamigugd profits will be applied against and will reduon a share-by-share basis, the U.S.
holder’s basis in the ordinary shares and, to the extestdess of that basis, will be treated as gaim fitee sale or exchange of ordinary she

The amount of a distribution paid to a U.S. holidea foreign currency will be the U.S. dollar valfethe foreign currency calculated by
reference to the spot exchange rate on the day.®eholder receives the distribution. A U.S. holttat receives a foreign currency
distribution and converts the foreign currency ibt&. dollars after receipt will have foreign exaga gain or loss based on any appreciation
depreciation in the value of the foreign currenggiast the U.S. dollar, which will generally be UsBurce ordinary income or loss.

117




U.S. holders will have the option of claimithg amount of any Israeli income taxes withheldaatrce either as a deduction from gross
income or as a dollar-for-dollar credit againstitheS. federal income tax liability. Individualsh@ do not claim itemized deductions, but
instead utilize the standard deduction, may natckdeduction for the amount of the Israeli incaarees withheld, but the amount may be
claimed as a credit against the individual's UeSlefral income tax liability. The amount of foreigoome taxes that may be claimed as a cred
in any year is generally subject to complex limitas and restrictions, which must be determinedmimdividual basis by each shareholder.
Those limitations include the provisions describethe following paragraphs, as well as rules timait foreign tax credits allowable for a class
of income to the U.S. federal income taxes othexpisyable on the net income in that class.

A U.S. holder will be denied a foreign tax credit fsraeli income tax withheld from dividends ra@a on our ordinary shares:

e if the U.S. holder has not held the ordinary sh&oesat least 16 days of the 30-day period begigmin the date that is 15 days
before the ex-dividend date; or

e to the extent that the U.S. holder is under angalitbn to make related payments on substantiaijlai or related property.

Any days during which a U.S. holder has substdpttiiminished its risk of loss on the ordinary sémare not counted toward meeting the
16-day holding period required by the statute. A fgnetiax credit for the Israeli tax can be deferfatié U.S. holder enters into certain type:
arrangements to defer inclusion of the relateddéind in income for tax purposes.

Taxation of the Disposition of Ordinary Shares

Subiject to the discussion below under “Tax Conseceeif We Are a Passive Foreign Investment Compampn the sale, exchange or
other taxable disposition of our ordinary shareld,&. holder will recognize capital gain or lossaimamount equal to the difference betwee
U.S. holder’s basis in the ordinary shares, whichsually the cost to the U.S. holder of the shaned the amount realized on the disposition.
Capital gain from the sale, exchange or other digiom of ordinary shares held more than one yg&origterm capital gain and is eligible fol
reduced rate of taxation in the case of non-cotpdexpayers. Gain or loss recognized by a U.Sleran the sale, exchange or other
disposition of ordinary shares generally will beatied as U.S. source income or loss for U.S. foriig credit purposes. The deductibility of
capital losses is subject to limitations.

A U.S. holder that uses the cash method of accogictiiculates the U.S. dollar value of foreign enay proceeds received on a sale as of
the date on which the U.S. holder receives thedareurrency. However, a U.S. holder that usescanual method of accounting is required to
calculate the value of the proceeds of the saté e date of sale and may therefore realize goreurrency gain or loss on a subsequent
disposition of the foreign currency based on arbsequent appreciation or depreciation in the vafuithe foreign currency against the U.S.
dollar. That gain or loss will generally be U.Susme ordinary income or loss.

Tax Consequences if We Are a Passive Foreign Inmesit Company

We will be a passive foreign investment companyytich we refer as a PFIC, if 75% or more of owsgrincome in a taxable year,
including our pro rata share of the gross incomamyf corporation in which we are considered to @&% or more of the shares by value
(subject to certain exceptions in the case of a tbforation), is passive income. Alternatively will be considered to be a PFIC if at least
50% of our assets in a taxable year, ordinarilgaeined based on the quarter-end average fair maakee of our assets over the taxable yeal
and including the pro rata share of the assetsytarporation in which we are considered to ow#2% more of the shares by value (subject
to certain exceptions in the case of a U.S. cotporh produce or are held for the production asgiae income.
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If we were a PFIC, and a U.S. holder did not makedescribed below, a timely election either tatttes as a qualified electing fund or, if
the election is available, to mark our shares tdketaany excess distributions we pay to a U.Sdérolvould be taxed in a special way. Excess
distributions are amounts paid on shares in a RirBDy taxable year that exceed 125% of the avedegebutions paid on those shares in the
shorter of:

e the three previous years; and

e the U.S. holder’s holding period for ordinary stsabefore the present taxable year.

Excess distributions must be allocated ratablyattheday that a U.S. holder has held our ordinaayesh A U.S. holder would then be
required to include amounts allocated to the ctiiti@rable year and each prior year in which we wmetea PFIC (but not before our first
taxable year beginning after December 31, 198@%¥igross income as ordinary income for the curyeat. Further, a U.S. holder would be
required to pay tax on amounts allocated to eaid faxable year in which we were a PFIC at thénbgj rate in effect for that year on ordin
income, and the tax for each such year would bgsuto an interest charge at the rate applicabtieficiencies for income tax.

The entire amount of gain that is realized or rdats realized by a U.S. holder upon the saleharatisposition of ordinary shares
(generally whether or not the disposition is a ld&dransaction) will also be treated as an exdessbution and will be subject to tax as
described in the preceding paragraph.

In some circumstances a U.S. holder’s tax basisiirordinary shares that were inherited from a deed person who was a U.S. holder
would not equal the fair market value of those mady shares as of the date of the deceased pedsmtls but would instead be equal to the
deceased’s basis, if lower.

The special PFIC rules described above will notyafipa U.S. holder if that U.S. holder makes attbn to treat us as a qualified electing
fund, to which we refer as a QEF, in the first taleayear in which the U.S. holder owns ordinaryrebaprovided we comply with specified
reporting requirements. Instead, a U.S. holder hdwmade such a QEF election is required for eacbte year in which we are a PFIC to
include in income a pro rata share of our ordireasnings as ordinary income and a pro rata shavarafiet capital gain as long-term capital
gain, subject to a separate election to defer payofehe related tax. If deferred, the taxes Wdlsubject to an interest charge. We would
supply U.S. holders with the information neededefoort income and gain under a QEF election if veeenclassified as a PFIC.

The QEF election is made on a shareholder-by-sbitehbasis and can be revoked only with the cansiethie Internal Revenue Service,
to which we refer as the IRS. A shareholder mak@&R election by attaching a completed IRS Forml8&&luding the PFIC annual
information statement, to a timely filed U.S. femldncome tax return and by filing a copy of thenflowith the IRS Service Center in
Philadelphia, Pennsylvania. Even if a QEF elecisomot made, a United States person who is a sblgiehin a PFIC must file every year a
completed IRS Form 8621 or other form as may bequiteed by the IRS pursuant to recently enacteidlbgn requiring annual reports with
respect to PFICs.

A U.S. holder of PFIC shares that are publicly ¢éihdhay elect to mark the stock to market annuedigognizing as ordinary income or loss
each year an amount equal to the difference dseoflbse of the taxable year between the fair niarddeie of the PFIC shares and the U.S.
holder’s adjusted tax basis in the PFIC sharesséowvould be allowed only to the extent of net rtarknarket gain previously included in
income by the U.S. holder under the election fasraxable years. If the mark-to-market electioerevmade, then the rules described above
(other than the rules for excess distributions,clvhwould apply to the first year the election isdma we were a PFIC in a prior year and a
QEF election were not made for the first year weensePFIC) would not apply for periods coveredhmy ¢lection. At this time, however, our
ordinary shares are not publicly traded, and tloeesthis election is not currently available to &Lholder of our ordinary shares.

Although we do not believe that we were a PFIC0&2, we cannot assure you that the IRS will agrgle thvat conclusion or that we will
not become a PFIC in 2013 or in a subsequent Jbartests for determining PFIC status are appligdially, and it is difficult to make
accurate predictions of future income and assdighnare relevant to this determination. U.S. hiddeho hold ordinary shares during a perioc
when we are a PFIC will be subject to these ridesn if we cease to be a PFIC in later years, sutespecified exceptions for U.S. holders
who made a QEF election in the first year they loeidordinary shares and we were a PFIC or iflater year they made any of certain
elections to purge the PFIC taint of our ordindrgres, which elections generally require the payroktax. U.S. holders are urged to consult
their tax advisers about the PFIC rules, includiigF and mark-to-market elections.
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New Tax on Investment Incom

For taxable years beginning after DecembefB12, a U.S. holder that is an individual or estat a trust that does not fall into a special
class of trusts that is exempt from the tax, waldubject to a 3.8% tax on the lesser of (1) tf& bolder’s “net investment income” for the
relevant taxable year and (2) the excess of the hbiler's modified adjusted gross income for treable year over a certain threshold (which
in the case of individuals will be between $125,80d $250,000, depending on the individual’s cirstances). A U.S. holder’s net investment
income generally will include its dividends on audinary shares and net gains from dispositiormuofordinary shares, unless those dividend
or gains are derived in the ordinary course oftiireduct of trade or business (other than tradeusinkss that consists of certain passive or
trading activities). Net investment income, howewveay be reduced by deductions properly allocabtbat income. A U.S. holder that is an
individual, estate or trust is urged to consultats adviser regarding the applicability of the Meede tax to its income and gains in respect «
investment in our ordinary shares.

Tax Consequences for Non-U.S. Holders of Ordinarya®es

Except as described in “Information Reporting armtiBip Withholding” below, a non-U.S. holder of araiy shares will not be subject to
U.S. federal income or withholding tax on the papi# dividends on, and the proceeds from the digjom of, ordinary shares, unless:

e the income is effectively connected with the coridiycthe non-U.S. holder of a trade or businegkénUnited States and, in the
case of a resident of a country that has an indoeagy with the United States, the income is attable to a U.S. permanent
establishment, or, in the case of an individudixed place of business in the United States;

e the nonU.S. holder is an individual who holds the ordinahares as a capital asset and is present in tited Btates for 183 days
more in the taxable year of the disposition andsdu# qualify for an exemption; or

e the non-U.S. holder is subject to tax under theigions of U.S. tax law applicable to U.S. expd&s

A non-U.S. holder is a beneficial owner of our oatly shares that is (1) a nonresident alien dsetdJnited States for U.S. federal income
tax purposes; (2) a corporation created or orgdnizer under the law of a country, or any of itdifical subdivisions, other than the United
States; or (3) an estate or trust that is not a hbfsler.

Information Reporting and Backup Withholding

U.S. holders generally are subject to informatigmarting requirements for dividends paid in theteaiStates on ordinary shares.
Dividends paid in the United States to a U.S. hotdeordinary shares are subject to backup withhgldt a rate of 28% (for taxable years
through 2013) unless the U.S. holder provides IB®RWV-9 or establishes an exemption. U.S. holderegally are subject to information
reporting and backup withholding at a rate of 28¥pooceeds paid from the disposition of ordinargrels unless the U.S. holder provides IRS
Form W-9 or establishes an exemption.

A non-U.S. holder who effects the sale of his cadynshares by or through a U.S. office of a brageubject to both information reporting
and backup withholding tax on the payment of trecpeds unless he certifies, under penalties ofipethat he is not a U.S. person or
otherwise establishes an exemption. If a non-Uo&ldr sells his ordinary shares through a non-bff&:e of a non-U.S. broker and the sales
proceeds are paid to the holder outside the UiStates, then information reporting and backup vattlimg generally will not apply to that
payment. However, information reporting requirensebut not backup withholding, will apply to a pagmh of sales proceeds, even if that
payment is made to a non-U.S. holder outside thieediStates, if the holder sells his ordinary shdheough a non-U.S. office of a broker that
is a U.S. person or has some other contacts wattuttited States. Those information reporting rezraints will not apply, however, if the
broker has documentary evidence in its recordsthigaholder is a non-U.S. person and certain atbeditions are met, or the holder otherwise
establishes an exemption.

Backup withholding is not an additional tax. Ratitlee amount of any backup withholding will be aled as a credit against a U.S. or non:
U.S. holder’'s U.S. federal income tax liability dea taxpayer generally may obtain a refund of angunts withheld under the backup
withholding rules that exceed the taxpayer’s UeSlefal income tax liability by filing a refund abaiwith the IRS, provided in each case that
required information is furnished to the IRS.
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Information Reporting by Certain U.S. Holders

U.S. citizens and individuals taxable as residliens of the United States that own “specifagdign financial assets” with an aggregate
value in a taxable year in excess of $50,000 (&vméned under rules in new temporary Treasurylegguns) and that are required to file a
U.S. federal income tax return generally will bguiged to file an information report with respeetthose assets with their tax returns. IRS
Form 8938 has been issued for that purpose. “Spddibreign financial assets” include any finan@atounts maintained by foreign financial
institutions, foreign stocks held directly, andeirgsts in foreign estates, foreign pension plarisreign deferred compensation plans. Under
those rules, our ordinary shares, whether owneztdlyr or through a financial institution, estatepension or deferred compensation plan,
would be “specified foreign financial assets”. Ungeoposed Treasury regulations, the reportinggaltibn applies to certain U.S. entities that
hold, directly or indirectly, specified foreign fincial assets. Penalties can apply if there idaéao satisfy this reporting obligation. A U.S.
Holder is urged to consult his tax adviser regaydiis reporting obligation.

F. Dividends and Paying Agents.
Not applicable.
G. Statement by Experts.

Not applicable.

H. Documents on Display.

We are subject to the informational requirementthefExchange Act. In accordance with these remérgs, we are required to file reports
and other information with the SEC. You may read eopy these materials, including this annual regod the accompanying exhibits and
reports and other information that we have preiofied, at the public reference facilities maimad by the SEC at 100 F Street, N.E.,
Washington, D.C. 20549. You may obtain informationthe operation of the public reference room bingal(800)-SEC-0330. The SEC
maintains an Internet Site at http://www.sec.g@t ttontains reports and other information that #eeeflectronically. The reports and other
information filed by us with the SEC are also aabi¢ at our websites, www.stratasys.com and wwwtatgm. The web addresses of the SEC
and our company have been included as inactivadaertferences only. Information on those webs#ewt part of this annual report. In
addition, documents referred to in this annual rep@y be inspected at the offices of the NASDAQI§al Select Market, 1735 K Street, N.
Washington, D.C. You can also obtain copies of respand other information that we file electronigalvithout charge, by requesting them in
writing or by telephone from our company at thédaing address:

Stratasys Ltd.
c/o Stratasys, Inc.
7665 Commerce Way
Eden Prairie, Minnesota 55344
Attention: Shane Glenn, Vice President of Inve&elations
Tel: (952) 937-3000

As a foreign private issuer, we are exempt fromrthes under the Exchange Act prescribing the filninig and content of proxy stateme
and our officers, directors and principal sharebddare exempt from the reporting and “short-swimgsfit recovery provisions contained in
Section 16 of the Exchange Act. In addition, weraserequired under the Exchange Act to file padadports and financial statements with
the SEC as frequently or as promptly as UnitedeStabmpanies whose securities are registered timel&xchange Act.

I. Subsidiary Information.
Not Applicable.
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ITEM 11. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK.

Market risk is the risk of loss related to mhas in market prices, including interest ratesfangign exchange rates, of financial instruments
that may adversely impact our consolidated balaheets , statements of operations or cash flows.

Foreign Currency Exchange Risk
Due to our international operations, currency ergearates impact our financial performance.

The majority of our balance sheet exposure relat€siro-denominated assets and liabilities. OuEueb balance sheet exposure as of
December 31, 2013 was approximately €40.0 million.

Our total revenues amounted to $484.4 million it@®df which approximately 17.1% were denominateBuros. During 2013, our Euro-
denominated revenues exceeded our Elemmeminated expenses. Conversely, our expensemieted in shekels are higher than our expe
shekel-denominated revenues. For those currentiehwo not have a sufficient natural hedge withim operations (such as offsetting
revenues and expenses recorded in a given currensgme other hedge), we may choose to hedgeler tw reduce the impact of currency
fluctuations on our operating results. In 2013,emtered into hedging transactions to reduce thenpiat exposure resulting from the
strengthening of the U.S. dollar against the Eua strengthening of the shekel against the U.Saddur foreign exchange forward contracts
in effect as of December 31, 2013 were for the easion of $54.0 million into €40.3 million Euros)cathe conversion of $18.3 million into
NIS 65.0 million.

The net effect of these risks stemming from curyemahange rate fluctuations on our operating tesan be quantified as follows:

(i) An increase of 10% in the value of the Euratiek to the U.S. dollar in 2013 would have regiiitean increase in the U.S. dollar
reporting value of our consolidated operating inearh$6.2 million for that year, mainly due to therease in dollar value of products and
services revenues earned in Euros, while a decogd$¥#®6 in the value of the Euro relative to th&ldollar in 2013 would have resulted in a
decrease in the U.S. dollar reporting value ofaamsolidated operating income of $6.2 million fé13, reflecting the decreased dollar valu
products and services revenues earned in Euros.

(i) An increase of 10% in the value of the shelathitive to the dollar in the year ended Decemle2813 would have resulted in a net
decrease in the dollar-reported value of our codatdd operating income of $12.0 million, due te #uverse impact to our operating margins
that we would have experienced as a result of andhcrease in dollar-reported value of shekelt@®d expenses. On the other hand, a 10%
decrease in value of the shekel relative to thtadaol the year ended December 31, 2013 would kaused a net increase in the doligportec
value of our consolidated operating income of $1@ilion for 2013, due to the favorable effect amr @perating margins that would result
from such devaluation of the shekel.

We will continue to monitor exposure to currenaycfluations. Instruments that may be used to proteegainst future risks may include
foreign currency forward and swap contracts. Thesguments may be used to selectively manage, imkghere can be no assurance that we
will be fully protected against material foreignr@ncy fluctuations. We do not use derivative ficiahinstruments for speculative or trading
purposes.

Interest Rate Risk

Our cash and cash equivalent investments are hietéugly in short-term bank deposits with maturdtief less than 90 days. These are
subject to limited interest rate risk. A 10% chamg@terest rates would not have a material effecour financial condition or results of
operations. Our short- and long-term investmentsist of shorterm bank deposits, which bear interest at a refledd%. As of December 3
2013, we did not draw any amount under the creditify. An immediate 10% change in interest ratesild have no material effect on our
financial condition or results of operations.
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ITEM 12. DESCRIPTION OF SECURITIES OTHER THAN EQUIT Y SECURITIES.
Not Applicable.
PART Il

ITEM 13. DEFAULTS, DIVIDEND ARREARAGES AND DELINQUE NCIES.

None

ITEM 14. MATERIAL MODIFICATIONS TO THE RIGHTS OF SE CURITY HOLDERS AND USE OF PROCEEDS.

None
ITEM 15. CONTROLS AND PROCEDURES . [MUST MAKE SURE THE PWC REVIEWS THIS TOOQ]

(a) Disclosure Controls and Procedures

We carried out an evaluation under the superviaimhwith the participation of our management, idilg our chief executive officer and
chief financial officer, of the effectiveness ofralisclosure controls and procedures (as defin€tuies 13a-15(e) and 15d-15(e) under the
Exchange Act), as of December 31, 2013, the enkleoperiod covered by this annual report. We mairdaclosure controls and procedures
designed to ensure that the information requirduktdisclosed by us in filings and submissions uitte Exchange Act, is recorded, proces
summarized, and reported within the time periodxgied by the SEC’s rules and forms, and thatrimfation required to be disclosed by us in
reports that we file or submit under the Exchangeigaccumulated and communicated to managenmatiiding our chief executive officer
and chief financial officer, as appropriate to allimely decisions regarding required disclosunedésigning and evaluating our disclosure
controls and procedures, our management recogttiaeany controls and procedures, no matter howdesigned and operated, can provide
only reasonable assurance of achieving their dbgsitand our management necessarily appliesdtgijient in evaluating the cost-benefit
relationship of possible controls and proceduresedl on such evaluation, our chief executive aficel chief financial officer have concluc
that our disclosure controls and procedures wdeetdfe as of December 31, 2013.

(b) Management’s Annual Report on Internal Control Over Financial Reporting;

Report of Stratasys Management on Internal Cordvelr Financial Reporting Our board of directors and management are reggerfer
establishing and maintaining adequate internalrobotrer financial reporting. Our internal contsylstem was designed to provide reasonable
assurance to our management and board of diraetgasding the reliability of financial reportingdithe preparation and fair presentation ¢
published consolidated financial statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or @¢misstatements. Also, projections of
evaluation of effectiveness to future periods atgexct to the risk that controls may become inadégjbecause of changes in conditions, or
the degree of compliance with the policies or pdoces may deteriorate.

Our management assessed the effectiveness oftetmahcontrol over financial reporting as of Detemn31, 2013. MakerBot's internal
control over financial reporting was not includedhat assessment due to the acquisition occuimittfte second half of 2013. In making our
assessment, our management used the criteriaisls&bin Internal Control—Integrated Framework éssby the Committee of Sponsoring
Organizations of the Treadway Commission (1992keBeon such assessment, management has conclatleastbf December 31, 2013, our
internal control over financial reporting is effivet based on those criteria.
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(c) Attestation Report of Registered Public Accounng Firm .

The effectiveness of our internal control ofieancial reporting as of December 31, 2013 hanlaudited by Kesselman & Kesselman, an
independent registered public accounting firm naééand a member of PricewaterhouseCoopers IntenadlLimited (“PwC "), as stated in
its attestation report which is included underrtité8—Financial Statements” on page F-2 of this ahreport.

(d) Changes in Internal Control over Financial Repating.

Based on the evaluation conducted by our manageméhtthe participation of our chief executiveioffr and chief financial officer,
pursuant to Rules 13a-15(d) and 15d-15(d) prometyanhder the Exchange Act, our management (inajuslich officers) have concluded that
there were the following changes to our internaitad over financial reporting (as defined in Rula-15(f) or 15d-15(f) under the Exchange
Act) that occurred during the period covered byg #mnual report that have materially affected rerraasonably likely to materially affect, our
internal control over financial reporting:

During the year ended December 31, 2012, we coaplbe Stratasy®bjet merger. As part of our ongoing activitieeathe merger in tt
year ended December 31, 2013, we continued torgtegur financial reporting functions and our colstand procedures between our leg
Stratasys, Inc. and Objet businesses. We also augtheur companyvide controls to reflect the risks inherent in &ibess combination of tl
magnitude and complexity of the merger

Other than as described in the foregoing paragtigine were no other changes in our internal cteer financial reporting that occuri
during the year ended December 31, 2013 that haterially affected, or are reasonably likely to enatlly affect, our internal control over
financial reporting.

ITEM 16A. AUDIT COMMITTEE FINANCIAL EXPERT.

Our board of directors has determined that Mr. Bedheh, who serves as chairman of the audit cdeerof our board of directors, meets
the requirements of an “audit committee financiglezt”, as defined in Item 407(d)(5) of SEC RegdolatS-K and Item 16A of SEC Form Z0-
and is an independent director, as defined in B6@9(a)(2) of the NASDAQ Listing Rules.

ITEM 16B. CODE OF ETHICS.

We have adopted a Code of Business Conduct andsizthiwhich we refer as the code of ethics, tpaties to all directors, officers, and
employees of our company and its subsidiariesudinb our chief executive officer, principal finaalcofficer, principal accounting officer or
controller and other persons performing similarctions for us. A copy of the code of ethics hasbggasted on our Internet website,
http://investors.stratasys.com/governance.cfm amacorporated herein by reference. The foregoiagsite has been provided as an inactive
textual reference only, and the content of thatsitelis not a part of this annual report.

ITEM 16C. PRINCIPAL ACCOUNTANT FEES AND SERVICES.

The following table sets forth, for the years en@&tember 31, 2013 and 2012, the fees billed &indsour subsidiaries by our principal
accountants®

Year ended December 31,

2013 2012
Audit fees@ $ 62523t $ 555,06
Audit-related fee$) 328,56 32,85t
Tax fees® 381,78t 30,00(
All other fees® 274,57 4,90(
Total $ 1,610,160 $ 622,81
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1)

)

®3)

(4)

®)

Comprises fees billed by Kesselman & Kesselmanember firm of PricewaterhouseCoopers Internatitimalted, an independent
registered public accounting firm, or Kesselman &skelman (which served as the registrant’s priheipgountant with respect to
the years ended December 31, 2013 and 2

Audit fees consist of fees for professional serwieendered by our respective principal accouniantennection with the audit of o
consolidated annual financial statements and ses\ttat would normally be provided by our principetountants in connection
with statutory and regulatory filings or engagense

Audit-related fees are fees for assurance ancerbkdrvices rendered by our respective principad@ttants that are reasonably
related to the performance of their audit of onaficial statements and that are not reported \“Audit-fee<” above.

Tax fees are fees for services rendered by oueotisp principal accountants in connection with ¢arpliance, tax planning and-
advice.

All other fees are fees for other consulting sessi@if any) rendered by our respective principabaatants to us

Pre-approval Policies and Procedures

Our audit committee approves, in advanceawdit, audit-related services, tax services andrathrvices provided by our principal
accountants. Any services provided by our princgzalountant that are not specifically included witiie scope of the audit must be pre-
approved by our audit committee prior to any engagyg. None of the services provided by our princggaountants in 2013 or 2012 was
approved under thde minimusexception provision described in paragraph (c)(({@ji of Rule 2-01 of SEC Regulation S-X.

ITEM 16D. EXEMPTIONS FROM THE LISTING STANDARDS FOR AUDIT COMMITTEES.

None.

ITEM 16E. PURCHASES OF EQUITY SECURITIES BY THE ISSUER AND AFFILIATED PURCHASERS.

None.

ITEM 16F. CHANGE IN REGISTRANT'S CERTIFYING ACCOUNT ANT.

Not applicable.
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ITEM 16G. CORPORATE GOVERNANCE.

The NASDAQ Global Select Market requires compa with securities listed thereon to comply wighcorporate governance standards. A:s
a foreign private issuer, we are not required toly with all of the rules that apply to listed destic U.S. companies. Pursuant to NASDAQ
Listing Rule 5615(a)(3), we have notified NASDAQathwith respect to the corporate governance prestiescribed below, we will instead
follow Israeli law and practice and accordingly lwibt follow the NASDAQ Listing Rules. Except fdre differences described below, we do
not believe there are any significant differencetween our corporate governance practices and thasapply to a U.S. domestic issuer unde
the NASDAQ Global Select Market corporate goverrandes.

e Executive Sessions of Independent Directddsder the Companies Law, our independent diredms defined under the NASDAQ
Listing Rules) do not need to meet regularly irsgass at which only they are present, as is redufd).S. domestic issuers under
NASDAQ Listing Rule 5605(b)(2).

e Independent Director Oversight of Executive OffiGmmpensation As described under Item 6.C (“Board Practices"'Beard of
Directors™— “Board Committees™— “Compensation Pglend Committee”), under a recent amendment t&€Cthrapanies Law, the
compensation of our executives and other officeléial is subject to a compensation policy and taé¢hemmendations of a
compensation committee of our board of directoas e have adopted and appointed, respectivelyr@dugired composition of th
committee and the procedure for approval of comgims under that Companies Law amendment diffghsly from those under
NASDAQ Listing Rule 5605(d), which requires tha¢ ttompensation of executive officers be recommendeitermined solely k
independent directors or by a compensation comenittehe board consisting solely of independergaiars (as defined under the
NASDAQ Listing Rules). While there is significantgatical overlap as to who qualifies to serve andbmpensation committee
under the Companies Law and the NASDAQ Listing Rullee requirements are not identical, and we cpmvjih the Companies
Law requirement.

e Independent Director Oversight of Nominatiori$nder Israeli law, there is no requirement todham independent nominating
committee or the independent directors of a compatsct (or recommend for selection) director n@as) as is required under
NASDAQ Listing Rule 5605(e) for a U.S. domestiauiss Our board of directors handles this process permitted by our
amended articles and the Companies Law. We alsh meeadopt a formal board resolution or chartelreslsing the director
nominations process and such related matters adeegquired under the U.S. federal securities JasNASDAQ requires for a
U.S. issuer.

e Shareholder ApprovalPursuant to Israeli law, we seek shareholderayabifor all corporate actions requiring such apptander
the requirements of the Companies Law, which dferént from, or in addition to, the requiremeras $eeking shareholder
approval under NASDAQ Listing Rule 5635. See “IténDirectors, Senior Management and Employees—@rdBractices —
Fiduciary Duties of Office Holders” in this annuabort for a description of the some of the tratieas requiring shareholder
approval under the Companies Law.

e Distribution of Annual and Interim Reporté\s opposed to NASDAQ Listing Rule 5250(d), whrelguires listed issuers to make
annual and quarterly reports available to sharedieloh one of a number of specific manners, Istaalidoes not require us to
distribute such reports directly to shareholdensl, the generally accepted business practice iellgaot to distribute such reports
to shareholders but to make such reports avaitabbeigh a public website. In addition, we will maker annual report containing
audited financial statements available to our di@ders at our offices (in addition to a public \si). We reserve the right to limit
our mailing of such report to shareholders to aonaequest basis.

ITEM 16H. MINE SAFETY DISCLOSURE.

Not applicable.
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PART Il
ITEM 17. FINANCIAL STATEMENTS.
We have elected to provide financial statement related information pursuant to Item 18.
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ITEM 18. FINANCIAL STATEMENTS The consolidated financial statements anddlaed notes required by this Item are included in
this annual report beginning on page F-1.

Index to Consolidated Financial Statemeni Page
Reports of Independent Registered Public Accourfiings F-3to F-4
Consolidated Balance Sheets at December 31, 2@L3Gi? F-5
Consolidated Statements of Operations and Compseremcome for the Years Ended December 31,

2013, 2012 and 2011 F-6
Consolidated Statements of Changes in Equity ®ivtbars Ended December 31, 2013, 2012 and 2011 F-7
Consolidated Statements of Cash Flows for the Yeaded December 31, 2013, 2012 and 2011 F-8
Notes to the Consolidated Financial Statem F-9 to F42
Index to Financial Statement Schedule
Schedule lI-Valuation and Qualifying Accounts anesBrves S-1
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STRATASYS LTD.
CONSOLIDATED FINANCIAL STATEMENTS

k

pwc

Report of Independent Registered Public Accountingrirm
To the shareholders of Stratasys Ltd.

In our opinion, the accompanying consolidated badasheets and the related consolidated statenmfeopei@ations and comprehensive income,
changes in equity and cash flows present fairlgllimaterial respects, the financial position t&sys Ltd. and its subsidiaries at December
31, 2013 and December 31, 2012, and the resutteafoperations and their cash flows for eactheftivo years in the period ended Decembe
31, 2013 in conformity with accounting principlesngrally accepted in the United States of Ametitaddition, in our opinion, the financial
statement schedule for the years ended Decemb@033,and 2012 listed in the accompanying indexsemts fairly, in all material respects,
the information set forth therein when read in cotion with the related consolidated financiatestaents. Also in our opinion, the Company
maintained, in all material respects, effectiveeinal control over financial reporting as of Decem®1, 2013, based on criteria established in
Internal Control- Integrated Framework (1992sued by the Committee of Sponsoring Organizatidrike Treadway Commission (COSO).
The Company's management and Board of Directoreeaponsible for these financial statements andithecial statement schedule, for
maintaining effective internal control over finaalcieporting and for its assessment of the effectdss of internal control over financial
reporting, included in the accompanying&éport of Stratasys Management on Internal Cortinvadr Financial Reporting appearing under

Item 15. Our responsibility is to express opinionsthese financial statements, on the financiaéstants schedule and on the Company's
internal control over financial reporting basedaam audits (which was an integrated audit in 20¥8. conducted our audits in accordance
with the standards of the Public Company Accoun@ngrsight Board (United States). Those standaqire that we plan and perform the
audits to obtain reasonable assurance about whitthénancial statements are free of material tatemnent and whether effective internal
control over financial reporting was maintainedlhmaterial respects. Our audits of the finanstatements included examining, on a test
basis, evidence supporting the amounts and diselesn the financial statements, assessing theuatiog principles used and significant
estimates made by management and Board of Direatmrgvaluating the overall financial statemensen¢ation. Our audit of internal control
over financial reporting included obtaining an urstignding of internal control over financial repogt assessing the risk that a material
weakness exists, and testing and evaluating thigrdaad operating effectiveness of internal conaded on the assessed risk. Our audits als
included performing such other procedures as wsidered necessary in the circumstances. We bdlexe@ur audits provide a reasonable
basis for our opinions.

A company'’s internal control over financial repodiis a process designed to provide reasonableamesuregarding the reliability of financial
reporting and the preparation of financial statet:iéor external purposes in accordance with gelyesatepted accounting principles. A
company’s internal control over financial reportingludes those policies and procedures that (fppeto the maintenance of records that, in
reasonable detail, accurately and fairly refleettiansactions and dispositions of the assetseofdmpany; (ii) provide reasonable assurance
that transactions are recorded as necessary tatg@aparation of financial statements in accor@awith generally accepted accounting
principles, and that receipts and expenditureb®tbmpany are being made only in accordance witioaizations of management and
directors of the company; and (iii) provide readnaassurance regarding prevention or timely detectf unauthorized acquisition, use, or
disposition of the company’s assets that could lzanweterial effect on the financial statements.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or @¢tmisstatements. Also, projections of any
evaluation of effectiveness to future periods atgexct to the risk that controls may become inadégjbecause of changes in conditions, or
the degree of compliance with the policies or pdoces may deteriorate.

As described in the accompanyingéport of Stratasys Management on Internal Cor@weér Financial Reporting appearing under Item 15,
management has excluded Cooperation Technologyo@aipn (“MakerBot”)from its assessment of internal control over finaheporting a:
of December 31, 2013 because it was acquired bgdmepany in a purchase business combination d20i§. We have also excluded
MakerBot from our audit of internal control ovendincial reporting. MakerBot is a wholly-owned sulissiy whose total assets and total
revenues represent 1.4% and 7.3% , respectivetheatelated consolidated financial statement artsoas of and for the year ended Decembe
31, 2013.

/S Kesselman & Kesselman
Certified Public Accountants (Isr.)
A member of PricewaterhouseCoopers Internatiormaited

Tel-Aviv , Israel
March 3, 2014

Kesselman & Kesselman, Trade Tower, 25 Hamere@iSifel-Aviv 68125, Israel,
P.O Box 50005 Tel-Aviv 61500 Telephone: +972 -34B%5, Fax:+972 -3- 7954556, www.pwc.com/il



Kesselman & Kesselman is a member firm of Pricersatese Coopers International Limited, each memiper dif which is a separate legal entity
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STRATASYS LTD.
CONSOLIDATED FINANCIAL STATEMENTS

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Board of Directors and Shareholders
Stratasys Ltd.

We have audited the accompanying consolidatednséatts of operations and comprehensive income, @sangequity and cash flows of
Stratasys, Inc. (a Delaware Corporation) and sidrss (collectively, the “Company”) for the yearded December 31, 2011. Our audit of the
basic financial statements included the finandetiesnent schedule listed in the index appearing@ulidm 18. These financial statements and
financial statement schedule are the responsilafithe Company’s management. Our responsibilitg isxpress an opinion on these financial
statements and financial statement schedule basedraaudit.

We conducted our audit in accordance with the staigdof the Public Company Accounting OversightriBq&nited States). Those standards
require that we plan and perform the audit to ebtagsonable assurance about whether the finataiaiments are free of material
misstatement. An audit includes examining, on tldasis, evidence supporting the amounts and diss in the financial statements. An a
also includes assessing the accounting princied and significant estimates made by managenenelaas evaluating the overall financial
statement presentation. We believe that our auditigges a reasonable basis for our opinion.

In our opinion, the consolidated financial statetaarf Stratasys, Inc. and subsidiaries referreabtove present fairly, in all material respects,
the results of their operations and their cash $léov the year ended December 31, 2011 in confgrwith accounting principles generally
accepted in the United States of America. Alsounapinion, the related financial statement schedol the year ended December 31, 2011,
when considered in relation to the basic finanstatements taken as a whole, presents fairly) imatierial respects, the information set forth
therein.

/s/ GRANT THORNTON LLP

Minneapolis, Minnesota
March 12, 2012
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STRATASYS LTD.
CONSOLIDATED FINANCIAL STATEMENTS

Consolidated Balance Sheets

December 31, 2013 2012
in thousands
ASSETS
Current assets
Cash and cash equivalents $ 414,08t 133,82t
Short-term bank deposits 200,37( 20,06:
Accounts receivable less allowance for dfubt
accounts of $1,804 at December 31320
and $654 at December 31, 2012 99,20( 64,67¢
Inventories 88,40¢ 67,99¢
Net investment in sales-type leases, ldssrahce
for doubtful accounts of $183 at Deber 31,
2013 and $301 at December 31, 2012 6,69¢ 5,13¢
Prepaid expenses 5,47( 2,751
Deferred income taxes 16,50: 4,96¢
Other current assets 21,39¢ 23,86
Total current assets 852,12¢ 323,27¢
Non-current assets
Goodwill 1,195,89: 822,47"
Other intangible assets, net 622,33( 510,37:
Net investment in sales-type leases 11,21¢ 7,872
Amounts funded in respect of employee
rights upon retirement 3,16¢ 2,62¢
Property, plant and equipment, net 91,00¢ 62,07(
Other non-current assets 6,481 2,81¢
Total non-current assets 1,930,09: 1,408,23!
Total assets $ 2,782,22 1,731,51.
LIABILITIES AND EQUITY
Current liabilities
Accounts payable $ 35,37t 35,23t
Accrued expenses and other current liabdgiti 32,84¢ 22,197
Accrued compensation and related benefits 21,44 16,84¢
Earn-out obligation 12,021 -
Unearned revenues 36,03: 18,06¢
Total current liabilities 137,72¢ 92,34¢
Non-current liabilities
Employee ri