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In addition to historical information, this annugdport on Form 10-K contains forward-looking statams within the meaning of
Section 27A of the Securities Act of 1933 and @e@1E of the Securities Exchange Act of 1934 .sdBtatements include, among other thi
our expectations regarding the anticipated impdabar new products and product enhancements, ifegubhvisalign G3, will have on doctor
utilization and our market share, our expectatioagarding product mix and product adoption, our esjations regarding the existence and
impact of seasonality, our expectations regardimg ¢ontinued growth of our international marketsluding the expected commercial launch
of Invisalign in China in the second half of 201l anticipated number of new doctors trained agactivated and their impact on volumes,
the level of our operating expenses and gross margind other factors beyond our control, as welbther statements regarding our future
operations, financial condition and prospects andihess strategies. These statements may contaiis\wuch as “expects,” “anticipates,”
“intends,” “plans,” “believes,” “estimates,” or other words indicating future results. These forwéodking statements are subject to certain
risks and uncertainties that could cause actualltssto differ materially from those reflected retforward-looking statements. Factors that
could cause or contribute to such differences ide|ibut are not limited to, those discussed in lfefiManagement’s Discussion and Analysis
of Financial Condition and Results of Operationahd in particular, the risks discussed below intHattem 1A “Risk Factors”. We
undertake no obligation to revise or update theseérd-looking statements. Given these risks amzkttainties, readers are cautioned not to
place undue reliance on suforward-looking statements.

PART I

ITEM 1. BUSINESS
Our Company

Align Technology, Inc. (“We”, “Our”, or “Align”) dsigns, manufactures and markets the Invisaligregsysa proprietary method for
treating malocclusion, or the misalignment of tedthvisalign corrects malocclusion using a seofslear, nearly invisible, removable
appliances that gently move teeth to a desired fiosition. Because it does not rely on the useeffal or ceramic brackets and wires,
Invisalign significantly reduces the aesthetic atfter limitations associated with metal arch waied brackets, commonly referred to as
braces. We received the United States Food andg Rdministration (“FDA”) clearance to market Invigm in 1998. The Invisalign system is
regulated by the FDA as a Class Il medical device.

We distribute the vast majority of our productsedity to our customers: the orthodontist and theegal practitioner dentist, or GP. In
order to provide the Invisalign treatment solutioriheir patients, orthodontists and GPs mustalhjticomplete an Invisalign training
course. The Invisalign system is sold in North Aicee Europe, Asia Pacific, Latin America and Jap¥¥e use a distributor model for the sale
of our products in parts of the Asia Pacific, Latimerican, and smaller country markets in Europe,Middle East and Africa regions.

We were incorporated in Delaware in April 1997. r@aadquarters are currently located at 2560 OdcRarkway, San Jose, California
95131, and our telephone number is 408-2@00. Our international headquarters are locatekhisterdam, Netherlands. Our digital planr
and software facility is located in San Jose, C&ta and our aligner manufacturing facility isabed in Juarez, Mexico.

Industry Background
Malocclusion

Malocclusion, or the misalignment of teeth, is ofhi¢he most prevalent clinical dental conditiorféeeting approximately 50 to 75% of
the population of major developed countries or lyeabillion individuals. Approximately 6.8 millio people annually elect treatment by
orthodontists worldwide, of which approximately 2allion have mild to moderate malocclusion and apelicable to Invisalign—our served
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market. While most individuals seek orthodonte&atment to improve their appearance, malocclusiay afso be responsible for dental
problems such as tooth decay, tooth loss, gum sksgaw joint pain and headaches. Because ofaitmpmmised aesthetics, discomfort and
other drawbacks associated with traditional ortimiddreatments, only a relatively small proportmfrpeople with malocclusion seek
treatment.

Traditional Orthodontic Treatment

In the U.S., dental professionals treat malocclugpiomarily with metal arch wires and brackets, coomly referred to as
braces. Occasionally, dental professionals attémiphprove treatment aesthetics by using ceratoath-colored brackets or bond brackets on
the inside, or lingual surfaces, of the patiergsth. Dental professionals also augment bracdselastics, metal bands, headgear and other
ancillary devices.

The average treatment takes approximately 12 to@dths to complete and requires several hoursre€dilental professional
involvement, or chair time. To initiate treatmeatiental professional will diagnose a patient'sdition and create an appropriate treatment
plan. In a subsequent visit, the dental profesdiwefill bond brackets to the patient’s teeth witbanding agent and attach an arch wire to the
brackets. Thereafter, by tightening or otherwidjisting the braces approximately every six weties dental professional is able to exert
sufficient force on the patient’s teeth to achidesired tooth movement. In a final visit, the @professional removes each bracket and
residual bonding agent from the patient’s teetipotcompletion of the treatment, the dental praéesd may, at his or her discretion, have the
patient use a retainer.

Fees for traditional orthodontic treatment in th& Uypically range between $3,500 to $8,000 withealian fee of approximately $5,0(
generally only a portion of the fee is reimbursgdrsurance. Fees are based on the difficulthefdarticular case and on the dental
professional’s estimate of chair time, and are ggdlyenegotiated in advance. A treatment that edsethe dental professional’s estimate of
chair time generally results in decreased feesper of chair time, and reduced profitability fbetdental professional.

Limitations of Traditional Orthodontic Treatment

Although braces are generally effective in corregt wide range of malocclusions, they are sulijeotany limitations and
disadvantages. Traditional orthodontic treatmemisisociated with:

» Unattractive appearance. Braces call attention to the patient’s conditiod &eatment. In addition, braces trap food, witah
further compromise appearance. Braces can alsti repermanent discoloration of teeth. As a hesfithese and other limitatior
relatively few adults with malocclusion elect tridaihal orthodontic treatment and braces can comjz®the self esteem of young
adults and teenage!

» Oral discomfort. Braces are sharp and bulky and can abrade aratertite interior surfaces of the mouth. The tigimg or
adjustment of braces results in root and gum seeeard discomfort, especially in the few days imiatety following an
orthodontic visit.

» Poor oral hygiene. Braces can make it difficult to brush and floswieg teeth vulnerable to developing decay, plageagiodonte
disease and stains that must be taken care oftaftees are removed. Additionally, the bondinprafckets to teeth can cause
permanent markings on the tee

» Inability to project treatment. Historically, dental professionals have not hadesans to model the movement of teeth over a
course of treatment. Accordingly, dental profesals must rely on intuition and judgment to plad @noject treatment. As a
result, they cannot be precise about the direaratistance of expected tooth movement betweeematisits. This lack of
predictability may result in unwanted tooth movemseand can limit the dental professional’s abifd@yestimate the duration of
treatment. Because most orthodontic treatmergrifopned on a fixed price basis, extended treatrderdtion reduces profitability
for the dental professionz
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» Physical demands on dental professionaThe manipulation of wires and brackets requiresasnisd manual dexterity and vist
acuity, and may place other physical burdens ordémeal professiona

* Root resorption. The sustained high levels of force associated trattlitional treatment can result in root resorptiehich is a
shortening of tooth roots. This shortening canehswbstantial adverse periodontal consequenceisdqratient

* Emergencies. Attimes, brackets and wires need to be repairgdmaced on an emergency basis. Such emergaratiss
significant inconvenience to both the patient dreldental professione

Due to the poor aesthetics, discomfort and otmeitdtions of braces, relatively few adults with pilusion elect traditional orthodontic
treatment. Additionally, teenagers that seek aftimic treatment have traditionally only had théi@pof braces for treatment. Accordingly,
we believe there is a large unmet need for anredtie orthodontic treatment that addresses thatenp concerns.

The Invisalign Solution

Invisalign is a proprietary system for treating owalusion based on a series of doctor-prescribgtpm manufactured, clear plastic
removable orthodontic appliances (aligners). Thesklign system offers a range of treatment ogtispecialized services, and proprietary
software for treatment visualization. Comprisede¥eral phases, the principal steps of the Ingisaystem are the creation of customized
digital treatment plans using proprietary softwianewn as ClinCheck software, which occurs in ouiliig in San Jose, Costa Rica, and the
manufacturing of customized Invisalign alignersjehhoccurs in our facility in Juarez, Mexico.

Orthodontic diagnosis and transmission of treatrdate to us  In an initial patient visit, the dental pro$émal determines whether
Invisalign is an appropriate treatment. The depmtafessional then prepares a treatment data packhigh consists of prescription form, a
polyvinyl-siloxane, or PVS impression of the relevdental arches, photographs of the patient artieadental professional’s election, x-rays
of the patient’s dentition. The impression is i@l component of the Invisalign system as itidepthe three-dimensional geometry of the
patient’s teeth and hence forms the basis for omprter models and subsequent molds and alig@ersmpression requires the patient to bite
into a viscous material. This material hardenpiwéng the shape of the patient’s teeth. Theguieion is also a critical component of the
Invisalign system, describing the desired positiand movement of the patient’s teeth. The dent#egsional sends the treatment data to our
facility in Juarez, Mexico.

Preparation of three-dimensional computer modelthefpatient’s initial malocclusion Upon receipt, we use the treatment data to
construct digital models of the patientientition. Using computed tomography, known &s€anning, we scan the PVS impression to de\
a digital, three-dimensional computer model ofgthéent’s current dentition. We then transmit thifial computer model together with the
dental professional’s prescription and supplementkrials electronically to our facility in Sansép Costa Rica.

Preparation of computer-simulated treatment anavirig of treatment using ClinCheck softwareln Costa Rica, we transform this
initial digital model into a proposed custom, thimensional treatment plan that simulates appat@tiooth movement in a series of tweek
increments. This simulated treatment plan, cal&linCheck treatment plan, is based on an intgrdalveloped and proprietary computer
modeling program that allows dental professionaldiagnose and plan treatments for their patieftss ClinCheck treatment plan is then
reviewed for adherence to prescribed clinical tresait and quality standards. Upon completion ofréwéew, the patiens' ClinCheck treatmel
plan is then made available to the prescribingalgbfessional via the Invisalign Doctor Site (faily known as the Virtual Invisalign
Practice or VIP), our proprietary customer intenfigcsoftware portal, which is available on our witdsslocated alvww.invisalign.conand
www.aligntechinstitute.com The dental professional then reviews the ClirgRiteeatment plan and can either accept the prapieatment o
request modifications and adjustments until satisfiith the treatment
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plan. The ClinCheck animation allows the dentaf@ssional to view this thregimensional simulation with a high degree of maigaifon anc
from any angle. Accordingly, the ClinCheck treatihplan enables the dental professional to prageth movement with a level of accuracy
not previously possible with metal arch wires anackets. By reviewing and amending the treatmiemalgtion, the dental professional retains
control over the treatment plan and, thus partteipén the customized design of the aligners. hist point, the dental professional may also
invite the patient to view the treatment plan, wiltg the patient to see the projected course atitnent. The dental professional’s final
approval of the proposed ClinCheck treatment pfagages us to manufacture the corresponding molliglagners in Juarez, Mexico.

Construction of molds corresponding to each stefpeaitment  Upon the dental professional’s approval of@ieCheck treatment
plan, we use the data underlying the simulatiorroimunction with stereolithography technologyctmstruct a series of molds depicting the
future position of the patient’s teeth. Each misld replica of the patient’s teeth at each twoknstage of the simulated course of
treatment. These molds are then used to fabribatpatient’s aligners.

Manufacture of aligners and shipment to the deptafessional From these molds, aligners are fabricatedrbggure-forming
polymeric sheets over each mold. Aligners are, ttlgar plastic, removable dental appliances treatastom manufactured in a series to
correspond to each two-week stage of the ClinClae@kation. Aligners are customized to performttieatment prescribed by dental
professionals for an individual patient by usinGlamCheck treatment plan. Each aligner coverstepts teeth and is nearly invisible when
worn. Aligners are commonly worn in pairs, ovee tipper and lower dental arches. Aligners arergéipevorn for consecutive two-week
periods which correspond to the approved ClinChiszktment plan. After two weeks of use, the patieplaces them with the next pair in the
series, advancing the teeth movement with eacheligtage. This process is repeated until thé diligners are used and treatment is
complete. When treating with Invisalign Full, Isalign Express and Invisalign Teen, aligners areufetured and then delivered to the de
professionals in a single shipment. For Invisakigssist, when the progress tracking feature iscéedk aligners are shipped to the dental
professional after every nine stages. In certases, dental professionals may use Invisalign mjuoetion with tooth-colored attachments
bonded to the patient’s teeth. These attachmeatssed to increase the force applied to a toothaih in circumstances where the aligners
alone may have difficulty in effecting the desimadvement. We provide an aligner-like templateh dental professionals to aid the
placement of bonding attachments to the patieagthtwhere needed. Also, in cases where intempadxieduction, or IPR, is required or
requested by the dental professional, we provid€Bntreatment form, quantifying the amount of spticbe created through enamel reduc
location, and timing of IPR.

Retention Upon completion of the treatment, the patieny im@ prescribed our single clear retainer produciun Vivera retainer
product. Vivera retainers are shipped every thmeaths over the one year period.

Our Products
Our revenues are generated from the sale of thenfiolg product offerings.

Fiscal Yeal Fiscal Yeal Fiscal Yeal
Percentage of Revenues by Produ 2010 2009 2008
Invisalign Full 68% 75% 84%
Invisalign Express/Litt 9 9 8
Invisalign Teer 14 8 2
Invisalign Assis! 4 3 —
Non-case 5 5 6
Total 10(% 10(% 10(%
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Invisalign G3. In October of 2010, we launched Invisalign G3, st significant collection of new features andowation in our
company’s history touching virtually every systendgroduct. Significant improvements and enhancgsnere made to all our customer-
facing systems. For instance, the Invisalign Do8lite now consolidates all of a patient’s Invigalrecords and treatment tasks together in one
location for easy access and the ClinCheck softwareincludes drag and drop features, additionalazl tools and a more intuitive
interface. In addition, with the exception of Mivera retainers, we introduced new and expandatiifes across our product line. Engineered
to deliver even better clinical results, the newidalign G3 aligner and software features makeasier to use Invisalign with patients who have
Class Il and Class Il malocclusion. The new feasuinclude:

* Precision Cuts which are custom mesial and digtak& to provide anchorage for elastics and buttdouts to accommoda
buttons bonded to the tooth aimed to help treaéptt with Class Il and Class 11l malocclusion;

* New SmartForce features engineered to achieve predictable tooth movements using custom optimaéthments and Pow
Ridges.

Invisalign G3 is currently available in North Ameaiand will be launched internationally in the setquarter of 2011.

Invisalign Full. Invisalign Full is intended to be used as mplete treatment for a broad range of malocclusidfech treatment plan
unique to the individual patient and will consi$tag many aligners as indicated by ClinCheck treatnplan in order to achieve the doctor’s
treatment goals. For Invisalign Full, aligners ar@nufactured and then delivered to the dentakgsibnals in a single shipment.

Invisalign Express and Invisalign Lite. Invisalign Express and Invisalign Lite are lowsrst solutions for less complex orthodontic ¢
that meet certain predetermined clinical critenid ancludes non-comprehensive treatment relapsescés minor crowding and spacing, or as
a pre-cursor to restorative or cosmetic treatmsutd as veneers. Invisalign Express uses up sets(f aligners and is sold in the U.S. and
Canada. Invisalign Lite uses up to 14 sets ohalig and is sold to our International regions. IReisalign Express/Lite, aligners are
manufactured and then delivered to the dental psid@als in a single shipment.

Invisalign Teen. Invisalign Teen is designed to meet the specifedseof the non-adult comprehensive or teen treatmen
market. Invisalign Teen includes features suctomspliance indicators to help gauge patient wedrampliance and specially engineered
aligner features to address the natural eruptidepfteeth common in teen patients. Predominandigketed to orthodontists who treat the
majority of malocclusion in teen patients, thesdees are intended to meet the treatment neetieosé younger patients. As part of Invisa
Teen, we include up to six free individual replaeetaligners during active treatment to cover piealigner loss. For Invisalign Teen,
aligners (other than the replacement alignershaeufactured and then delivered to the dental psid@als in a single shipment.

Invisalign Assist. Invisalign Assist is designed specifically for GRiso want more support in selecting, monitoring éinishing
Invisalign cases. Intended to help newly-trained lwer volume GPs accelerate the adoption amiénecy of use of Invisalign into their
practice, Invisalign Assist is intended to makeasier for GPs to select appropriate cases far éxpierience level or treatment approach,
submit cases more efficiently and manage appointsneith suggested tasks. In addition, progressking features allow GPs to submit new
impressions every nine stages. When the progradeng feature is selected, aligners are shippele dental professional after every nine
stages

Retention In addition to our traditional single retainoduct, we offer Vivera retainers, where we dalig new replacement retainer
to orthodontic patients every three months for pe&r. Vivera retainers are produced using the gaogwrietary technology and material as
Invisalign aligners, and offer an effective, aetitheetention solution for both Invisalign and nbrvisalign patients.
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Training, Ancillary and Other The remaining net revenues are generatedabyinig fees and sales of ancillary products, sisch a
cleaning material and adjusting tools used by dgmtdessionals during the course of treatment.

Proprietary software mentioned in this Annual RéporForm 10-K such as ClinCheck software and tivéshlign Doctor Site are
included as part of the Invisalign system and atesnld separately nor do they contribute as imldial items of revenue.

Benefits of Invisalign

We believe that Invisalign provides benefits totdéprofessionals and patients that have the pateantestablish Invisalign as the
preferred alternative to traditional braces.

Benefits to the dental professional

Ability to visualize the treatment plan and treatmeptions. The ClinCheck software enables dental profesds to preview and
modify the intended outcome of treatment in anratéve threedimensional computer model. The ClinCheck treatrpéam allow:
dental professionals to analyze multiple treatnadtetrnatives before selecting the course of adtiey feel is most appropriate for
the patient

Expanded patient base. We believe that Invisalign has the potential te$farm the practice of orthodontics. Currently,
approximately 6.8 million people annually electtraent by orthodontists worldwide, of which approately 2.6 million have mil
to moderate malocclusion and are applicable tsshlign—our served market. As of December 31, 260 share of the

2.6 million patients in our served market is apjma¢ely 6.6%. Our market research indicates thetvast majority of adults with
malocclusion who desire treatment do not eleciticathl treatment because of its many limitatiohge believe that since Invisali
addresses the primary limitations of braces, adwi® are particularly sensitive to aesthetic latigns of traditional treatment, will
be more likely to seek treatment. We thereforélielthat Invisalign will allow dental professiosdb attract patients who would
not otherwise seek orthodontic treatment. In aolditas the primary care provider, GPs have adceagreater number of patients
than orthodontists and possess a unique opportumitgtroduce Invisalign and expand their practioel patient bas:

Practice productivity. We believe that as dental professionals move tigleeh volume of Invisalign patients, they will bel@ato
better leverage their existing resources, includitadf time and office space resulting in an insgen daily patient appointments
and practice productivity

Benefits to the Patient

Excellent aesthetics. Aligners are nearly invisible when worn, signifitigrreducing the aesthetic concerns associated with
traditional braces

Comfort. By replacing the s-week adjustment cycle of traditional braces witb-week stages, aligners move teeth v
gently. Also, aligners are thin, smooth and lovpinfile. As a result, aligners are more comfoand less irritating than
traditional braces

Improved oral hygiene. Patients can remove aligners for tasks that afewlif with traditional braces, such as eating,dtring anc
flossing. We believe this feature has the potétdiaeduce enamel decalcification, tooth decay, periodontal damage during
treatment, which may result from traditional fixiedhces

Potentially reduced root resorption. Aligners control force by distributing it broadlyer the exposed surfaces of the teeth. We
believe that controlling force has the potentiatdduce the incidence of root resorption, whicthéesbreakdown or destruction of
root structure that can occur during orthodongatment
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* Reduced incidence of emergencie<Typically, a lost or broken aligner is simply regda with the next aligner in the treatm
series, minimizing inconvenience to both the patsrd the dental profession

We believe that these benefits will prove attraetie people who currently do not seek treatmenalise of the limitations of traditional
braces or as an alternative, more aesthetic treditoption for teenagers.

Limitations of Invisalign

In some instances, the Invisalign system may haviaio limitations relative to traditional treatmemiligners cost more to produce than
traditional braces, and we charge dental profeatsamore than they generally pay for the supplgéiun traditional treatment. Depending on
the individual pricing policies of each dental psdional and the treatment selected, the coswiddiign treatment to the patient may be
greater than for traditional braces. Dental praifagals must also incorporate our manufacturindeciimes into their overall treatment
plan. Once a dental professional submits a cags,tthere are a variety of factors that may impawtn the corresponding aligners are
delivered, one of which includes the timing of whba dental professional accepts the case. Aligmay not be appropriate for all cases, such
as severe malocclusion, which may require aligtel® used in combination with traditional brac@sdptimal results. In addition, because
aligners are removable, treatment using Invisaligpends on patients wearing their aligners as remmded. Some patients may experience a
temporary period of adjustment to wearing aligribed may mildly affect speech. In some instanpasients have experienced scratched or
irritated gums, cheeks and lips and in some ratintes, allergic reactions have been reportedbéhNeve that these limitations are generally
outweighed by the many benefits of Invisalign tehbpatients and dental professionals.

Our Target Market and Patient Base

Our market research indicates that the majoritgcafits with malocclusion who desire treatment fargatment rather than elect
traditional treatment due to its many limitationd/e believe that since Invisalign addresses thaamy limitations of braces, adults, who are
particularly sensitive to aesthetic limitationstigditional treatment, will be more likely to setegatment and therefore represent our most
immediate market expansion opportunity. With thenich of Invisalign Teen in July 2008, we now ofiggroduct designed to meet the needs
of the non-adult comprehensive, or younger teeattment market. Invisalign Teen makes our treatmmeme applicable to an orthodontist’s
patient base, which we believe will provide us dip@ortunity to increase our penetration into andstare of the teen treatment market. In
addition, many parents also elect traditional treatt for their children due to limited awarenessnefsalign applicability for teenager
use. Our goals are to extend our leadership ar @kgner therapy with adults, increase awareaadsconsumer demand with moms and teens,
and to continue expansion of the clear alignergmateoverall. By communicating the benefits ofibalign to both dental professionals and
consumers—adults, parents and teens—we intenatease the number of patients who seek treatmarg Lisvisalign.

Approximately 6.8 million people annually electatment by orthodontists worldwide of which approately 2.6 million have mild to
moderate malocclusion and are applicable to Inigeal-our served market. Twenty-five percent of thpatients, or approximately
614 thousand have mature dentition (adults and dégas), with fully-erupted second molars and &utimlly completed jaw growth. Seventy-
five percent, or approximately 2.0 million, haveing dentition (non-adult comprehensive, or yoaritgens), with partially-erupted second
molars, cuspid and second bicuspid teeth. As akbder 31, 2010, our share of the 2.6 million pasién our served market is approximately
6.6%.

Published market data for GPs providing treatmentrfalocclusion is limited, however, as the primeaye provider, GPs have access to
a greater number of patients than orthodontistspmsdess a unique opportunity to introduce In\gsadind expand their practice and patient
base. We believe GPs represent a significant masgansion opportunity.
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As of December 31, 2010, approximately 1.4 millpatients cumulatively worldwide have started treaitrusing Invisalign. The
Invisalign system is sold in North America, Europsija Pacific, Latin America and Japan. Internagiosales accounted for approximately
25%, 24%, and 21% of our net revenues in 2010, 2808 2008, respectively. A geographic breakdofwwuo net revenues is summarized in
Note 17“Segments and Geographical Information” in the Note our Consolidated Financial Statementé/e operate as one reportable

segment—the design, development, manufacturingraaréteting of Invisalign. Additionally, no singleistomer accounted for 10% or more of
our total net revenues in 2010, 2009, and 2008.

Business Strategy

Our goal is to establish Invisalign as the stanaaethod for treating malocclusion ultimately drigimcreased product adoption by de
professionals by focusing on the following key &gac initiatives:

1.  Continue to accelerate product and clinical wration, including new products with significant éwtion in features and
functionality, in order to extend clinical applichty and enhance effectiveness, treat more paiant achieve better outcom

2. Enhance the customer experience for our doatmidor their staff through evolution in customacing systems and programs
making it easier and more efficient to adopt Inlggainto their practice and increase utilizatir

3. Increase the effectiveness of consumer demandamesid extend Invisalign brand awareness;

Continue to drive International growth, prindipan Europe, while opening up additional new metkaround the world, such as
China.

Product innovation and clinical effectivenessWe believe that product performance and intiomds a cornerstone to our future long-
term goal to drive and sustain Invisalign adopti@ur primary channels—GPs and orthodontists—eaelk Wistinct and separate
needs. Specifically, orthodontists want a morausbiset of tools for greater predictability, widgplicability across their patient base and n
flexibility in the use of the Invisalign system.n@he other hand, typical GPs want greater eass&fmore efficient and simplified diagnostic
tools, guidance through the case set-up procesémali treatment intervention and self-help toolsigeed to simplify treatment of cases of
mild to moderate malocclusion. The Invisalign eystoffers a variety of treatment options and préslte address both channel needs. For
example, Invisalign Teen is predominately marketethe orthodontist whose patient base largely istsf teen-aged patients. Invisalign
Teen has grown from 3% of our total case volumeninhesas introduced in 2008 to 11% of our totalecaslume in 2010. We expect that
orthodontists will continue to adopt Invisalign Testeadily, after they experience multiple sucadgséatment outcomes. Invisalign Assist
launched in 2008, is intended to help newly-trainad lower volume Invisalign GPs accelerate thg#dn and frequency of use of Invisalign
into their practice. Most recently in October 61D, we launched Invisalign G3, the most signiftaailection of new features and innovation
in our company history touching virtually every ®m and product. Significant improvements and anbments were made to both our
customerfacing systems (Invisalign Doctor Site and ClinGhsoftware) and product features across our eptduct line except for retaine

On January 10, 2011, we announced an agreemasihtly jdevelop software applications that will ran Cadent iTero™ and iOC™
scanners for use in Invisalign treatment. Cadeat(‘Cadent”) is a manufacturer of 3D digital seeng solutions for orthodontics and
dentistry. The agreement embodies our commitneeimirtovation and our desire to improve the overaitomer experience for Invisalign
providers. The new applications will optimize cassessment and planning for Invisalign treatreerd,bring valuable digital tools chair-side
for Invisalign providers who use Cadent scannérseries of applications will be developed over et couple of years, and we expect the
first application to be available by the end of 20Before we can bring these new applications @oket, we need to ensure interoperability
with Cadent scanners for use in Invisalign treatméke have established very robust standardscom guality and accuracy to ensure a
specific scanning technology can successfully mpRVS impressions for Invisalign treatment. Weraw in final beta tests to validate the
Cadent systems, and expect to announce interofigrabth Cadent scanners in the second quart@0dfl.
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We believe continuing to introduce new products pratiuct features will keep us at the forefronthaf market and increase adoption
frequency of use (what we call utilization or sgpnactice sales) of Invisalign, however, we expbat tidoption of these new products will
increase gradually over a number of years. DW2ibtyl, we plan to continue our efforts to demonstdinical efficacy and work towards a
long term goal of becoming the orthodontic treattredrchoice.

Enhancing the customer experience and increasingtoh. We are committed to enhancing the customer expegigrough the
evolution of our customer facing systems and pnogranaking it easier and more efficient for our oogtrs to adopt Invisalign into their
practice and increase utilization. Specificallg provide robust clinical education resources aaidihg programs, clinical and field sales
customer support, assistance with practice devedopnand incentive programs to encourage our cuet®integrate Invisalign into their

practice.

Clinical Education and Training. Ensuring that trained doctors are confident in gigive Invisalign system is a key driver tow:
our ultimate goal of increasing product adoptiéde continuously update our training programs torestslthe needs of our
customers. For instance, we developed Ask-the-fExpebinars, a series of interactive web/phone exrfces led by experienced
Invisalign providers to educate our customers abewt products or features or to discuss relevamicel topics. In addition, we
focus on Invisalign Assist as part of our initidihing program, Clear Essentials I, since we beli@visalign Assist is the right
product for newly trained GPs. We anticipate thatsing Invisalign Assist, newly trained GPs wifit this initial training progra
with increased confidence in prescribing Invisaligratment. Our new doctor training in North Ancaris evolving to identify and
focus on practices that are interested in gairtiegskills and experience necessary to be succesgsfulnvisalign.

We have also incorporated the Invisalign technigte the curriculum of 41 university programs. 8gucating dental students and
orthodontic residents on the benefits of the Inigsatechnique, we believe they will be more likébyuse this technology in their
future practices and offer Invisalign as a treathogniion. Other resources that we offer our dactoclude the Aligntech Institute
(www.aligntechinstitute.com), which is an interaetwebsite that provides clinical education anctfica development

training. These clinical education and practiceedtgpment training opportunities include instrueled training classes, seminars
and workshops, conference calls, web-based vidass, studies, blogs and other clinical resourbéemny of these courses and
resources are eligible for continuing education)(©€dits. Additionally, our Invisalign Doctor 8iprovides our trained doctors
and their staff access to thousands of Invisalages and best practices as well as up-to-date gupfmymation, programs and
marketing materials for continuous support andrimi@ion access.

Customer Support and Practice Developrr.  Once a doctor is trained, we provide additi@eavices to help our custome
increase their confidence in using the Invisaligstem through clinical support and continuing edioca as well as improving their
practice management skills. At our Costa Ricdlifgcive have over 700 treatment technicians arglamer support staff available
to help our customers with their cases and treatplans. Our sales representatives provide acdditisupport and practice
development tools such as staff training, ClinCheaftware tips and tools, practice marketing guisled marketing materials, as
well as any assistance with the Invisalign systeotgss

Customer Incentive Programs We offer our customers varying product promadil discounts and incentive programs as a means
to improve the customer experience and increaieatitbn. Our largest North American program, Aavantage Rebate Program,
allows eligible orthodontist and GPs to earn voluetgates and marketing benefits for exceeding gtwrtase shipment thresholds
and participating in continuing education. Additéd tiered benefits range from practice developmestterials, marketing

consulting, and access to dedicated clinical textans. For 2011, we added an additional Supee Eét to include benefits such as
free Invisalign Summit attendance and an Invisatiggnd URL license. We believe that by incenting doctors to enter the
Advantage Rebal
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Program and increase their tier status, doctorgaamincreased confidence in treating with Invggal The program also giv
doctors access to marketing materials and progtarstter integrate Invisalign into their practared help develop a stronger
partnership with us and increase overall adoptierom time to time, we also offer various produaimotions as a means to
encourage trial usage of products, including pgaiscounts to newly trained doctors and followihg introduction of new
products. The largest program for Internatiorted, Case Pack program, rewards twelve month purdwaseitments made by
Invisalign practitioners with case discounts comgsugate with commitment tier and preferred placenreioctor Locator on the
Invisalign website

Increasing the effectiveness of our consumer deroggation and extending Invisalign brand awarenes$larketing to the consumer
and creating demand is one of our key strategieabivjes to driving londgerm growth. Our market research indicates thamnthjority of adult:
with malocclusion who desire treatment forgo treabrather than elect traditional treatment duiéstmany limitations, such as compromised
aesthetics and oral discomfort. In addition, mpasents also elect traditional treatment for tiehitdren due to limited awareness of Invisalign
applicability for teenager use. Our goals arexterd our leadership in clear aligner therapy \aitllts, increase awareness and consumer
demand with moms and teens, and to continue expansithe clear aligner category overall. By cominating the benefits of Invisalign to
both dental professionals and consumers—adultsnmand teens—we intend to increase the numhmat@ts who seek treatment using
Invisalign. We continue to be successful with pesgs that more effectively and efficiently geneméenand or “pull” for Invisalign. In 2010,
we became more efficient in our approach. We ool building awareness and demand through anraieshjconsumer marketing platform
of traditional media, event marketing and digitatiaocial media. In addition, we continued to ggadur marketing program aimed at the
teenage segment to increase awareness and edrasieqiive teen patients and their parents. Speltyf, we expanded our public relations
and event marketing programs this past year fasétign Teen to include participation and sponsiprsfi major summer events such as the
Teen Choice Awards and Journeyz Backyard BBQ Taugtionwide action sports tour. We leveragednendind mobile widgets, social me
and blogs directly targeted to teens and launchemhamercial prompting parents and teens to leanerabout Invisalign. Additionally, we
evolved the Invisalign brand strategy while refiagtthe Invisalign look and feel with a more modkrgo and new brand positioning, updated
consumer website, and base marketing materialséatan treatment outcome and practice growth. Weowtinue to build on these
programs and efforts in 2011.

Growth of international markets We will continue to focus our efforts towaidsreasing adoption of Invisalign by dental profesals
in our key international markets. Similar to thertth America market, our objective internationatiyto increase the number of doctors that are
motivated to become an Invisalign provider and caiteth to making Invisalign a key part of their piiaes. In 2010, our international sales
increased from approximately 24% of net revenuepfwroximately 25% of net revenues. Through De@rdb10, we trained over 17,400
doctors internationally, predominantly orthodorgtist Europe which is our primary international merkProduct line expansion is key to
providing doctors with treatment options that addra wider range of potential patient needs widatgr treatment flexibility. Invisalign Teen
will continue to gain adoption as specific Europert marketing campaigns are being introduced i 20d addition, we are preparing to
launch Invisalign G3 in the second quarter of 20lisalign G3 is engineered to deliver even batli@ical results, with new aligner and
software features that make it easier to use ltigisavith patient with Class Il and Class Il matdgsion. Due to the higher number of
complex cases in international markets, the plammednational launch of the Invisalign G3 featudesigned to address those complex
treatment issues is a significant near term fodWe. will carry on our efforts to increase brand esmess and consumer demand in Europe by
continuing our consumer advertising campaign widéginning to focus on the teenage segment.

In October, we announced that we had received atgyl approval from the Chinese State Food and Budministration (SFDA) to
market and sell the Invisalign system as a Clasgeldical device for the treatment of malocclusitvie received our License of Medical
Device Operation Enterprise (Enterprise Licensenfthe
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Shanghai Food and Drug Administration, which allawgo distribute Invisalign in China. We expexbegin commercial availability of
Invisalign in the second half of 2011. While wertdt expect meaningful revenue from China for saMgears, our focused strategy to launch
Invisalign in key major cities of China providesaitarge growth opportunity long term.

Additionally, although the vast majority of ouré@nhational revenues are from direct sales, apprabein 10% of our international sales
are through distributors covering less strategiermational markets, specifically Asia Pacific, ibaAmerica, and smaller country markets in
Europe, the Middle East and Africa. With theseg#, we expect our international revenues to ocomtito increase in absolute dollars and as a
percentage of total net revenues in the foresedatniee.

Manufacturing

To produce our highly customized, highly precisedinal quality products in volume, we have devetbpenumber of proprietary
processes and technologies. These technologikesiencomplex software solutions, CT scanning, siéhegraphy and automated aligner
fabrication.

Manufacturing administration is located in San J&adifornia; however, our digital planning and méacturing facilities are located
outside of the U.S. in San Jose, Costa Rica aacduMexico. As of December 31, 2010, our digitahning, manufacturing and operations
staff in the U.S., Costa Rica and Mexico consistet], 374 people. At our facility in Costa Ricagheicians use a sophisticated, internally
developed computer-modeling program to prepardalifeatment plans. Upon acceptance of the Claokhreatment plan by the dental
professional, these plans are then transmittedretgcally to Juarez, Mexico. The ClinCheck treatrplan and supporting digital files are
used to manufacture SLA (stereolithography) alignetds. Our order acquisition operations, the nfecturing of aligner molds and aligners,
as well as the packaging and shipment of aligregesconducted in our facility in Juarez, Mexicoformation regarding risks associated with
our manufacturing process and foreign operationg lmeefound initem 1A of this Annual Report on Form 10-K under lieading “Risk
Factors”

We rely on two vendors who are each the sole safrtfee polymer and resin used in our manufactupragess. In the event that either
of these vendors becomes unable for any reasarpfmysus with their respective products, we woutderience a manufacturing disruption
while we qualify and obtain an alternate source.

Throughput Management

Because we manufacture each case on a build-to-badés, we must conservatively build manufactudagacity for anticipated
demand. To increase throughput, we must improgestficiency and increase the scale of our manufaxg processes.

In order to increase the efficiency of our manufaog processes, we focus our efforts on softwarelbpment and the improvement of
rate-limiting processes, or bottlenecks. We car&ito upgrade our proprietary, three-dimensiomatiment planning software to enhance
computer analysis of treatment data and to redoe $pent on manual and judgmental tasks for eash, ¢hereby increasing the efficiency of
our technicians in Costa Rica. We are also comthe development of automated systems for thedation and packaging of aligners
manufactured in Juarez, Mexico. In order to meetdemands from expected volumes and continuedhattenal expansion, we expect that
will continue to invest in capital equipment anteimd to add a new aligner fabrication facility adésof North America by the end of 2011.

Quality Assurance

Align’s quality system is required to be in complia with the Quality System regulations enforcedhgyFood and Drug Administration
(“FDA™), and similar regulations enforced by otheorldwide regulatory
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authorities. We are certified to EN 1ISO 13485:20@038internationally recognized standard for mddiezice manufacturing. We have a
formal, documented quality system by which quadityectives are defined, understood and achievgdte®s, processes and procedures are
implemented to ensure high levels of product amdice quality. We monitor the effectiveness of thelity system based on internal data and
direct customer feedback and strive to continuatigrove our systems and processes, taking coreeatition, as needed. Between June 2¢
August 9, 2010, the FDA conducted a routine Qua&iggtems inspection of our San Jose, Californiditiac The FDA inspection resulted in

the issuance of a Form 483 Notice that containad dbservations related to how Align reports anchagges patient complaints. We submitted
a written response to the Form 483 Notice on Augésind an additional written response on Noverilibat provided a full and complete
update of the corrective actions we had taken tccomplaint and Medical Device Reporting proceduceaddress the observations. On
November 18, 2010, we received a Warning Lettanftbe FDA, which requested additional documentatéating to our writter

implemented corrective actions. On November 22suEmitted a written response to the Warning Lehat included copies of documentat
requested by the FDA. We are continuing to wodsely with the FDA to resolve and close-out theteratFailure to fully address the FDA's
concerns could result in further regulatory samgjdncluding additional Warning Letters, adverseljity, refusal to clear or approve
applications for new or modified products, injuncts, fines, civil penalties or criminal prosecutiohny FDA enforcement action could have a
material adverse effect on us.

Since we custom manufacture our aligners on a tiailakder basis, we do not offer refunds on oudprds. Because each ClinCheck
treatment plan and each aligner is unique, we ttdpe product at various points during the manuf&itg process, to ensure that the product
meets our customers’ expectations. Aligners abgestito the Invisalign product warranty, which eow defects in materials and
workmanship. Our materials and workmanship wayr&énin force until the Invisalign case is comptetdn the event aligners fall within the
scope of the Invisalign product warranty, we wélptace the aligners at our expense. Our warrardghtingent upon proper use of the aligners
for the purposes for which they are intended. paient chooses not to wear the aligners, andrasudt, requests additional Invisalign
treatment, the dental professional pays the additiexpense of the replacement aligners. Warraeatment requires that the dental
professional submit new impressions of the patiedéntition to us. We use the impressions to eraatew ClinCheck treatment plan for the
dental professional to approve, from which a susigesseries of aligners will be produced that ailow the patient to finish treatment.

The Invisalign product warranty does not providg assurances regarding the outcome of treatmemg isvisalign. Actual treatment
results may deviate significantly from the appro@uhCheck treatment plan. Deviations not covarader warranty have typically been the
result of unpredictable biological factors, suctvasations in bone density or tooth topography abdormal jaw growth.

Sales and Marketing

We market Invisalign by communicating the beneditshe Invisalign system to dental professionatetigh our training programs, onli
and traditional mail campaigns, trade shows, tjadmals and print, and to consumers through ordime traditional advertising, digital and
social networking, and event marketing. Basedureaperience with marketing and commercial salesbelieve that making consumers
aware of Invisalign as a treatment alternative gaes significant demand for Invisalign.

Professional Marketing

We provide training, marketing and clinical supporbrthodontists and GPs throughout North Ameaicd internationally. As of
December 31, 2010, there are approximately 43,800ealnvisalign providers worldwide.

As of December 31, 2010 our North American salgswization consisted of 171 people, of which, 1&@eaquota carrying sales
representatives and 37 were regional sales managédradministration.
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Internationally, we had 54 people engaged in sabeissales support as of December 31, 2010. Weoally evaluate cost effective ways to
support our customers in smaller markets. Formimet, we use distributors for the sale of our petglin part of the Asia Pacific, Latin
American regions, and smaller country markets irope, the Middle East and Africa. We will considetling through a distributor in other
smaller markets as well as consider expanding tiiréto additional countries on a case-by-caseshas

Invisalign relies on the same orthodontic principtieat apply to traditional treatment. Our saé@sits conduct training primarily in a
workshop format. The key topics covered in tragnimclude Invisalign applicability, instructions diling out the Invisalign treatment form
and submitting required records, clinical tips &thniques, guidance on pricing and instructiongteracting with our ClinCheck software
and the many other features of the Invisalign DoSite.

After doctors complete their training, sales reprgatives may follow up with the dental professidnaensure that their staff is prepared
to handle Invisalign cases. These practice dewadop activities may include assisting the dentafggsional in taking dental impressions,
treatment planning processes and familiarizing tinth our dental online portals and tools. Saggesentatives may also provide practice-
building assistance, including helping the dentafgssional to market Invisalign to prospectiveigats through direct mail or other forms of
media. Many dental professionals have commenaemhqiional activity in their local region with oussistance.

Consumer Marketing
Our experience indicates that prospective patiem& information from these primary sources:
e an orthodontist
« aGP;

» our websites, which can be accessed at ewww.invisalign.con, www.invisalignteen.coi, www.aligntech.cor, or
www.aligntechinstitute.cor;

» traditional and digital advertising, social mediant and public relations an
» word of mouth from current and former Invisaligrtipats.

Research and Development

Our research and development effort is focusedxtending the range of clinical effectiveness angliapbility of Invisalign, enhancing
the software used in the virtual clinical desigmnmuafacturing process and enhancing our Invisaligatinent options, including the
development of distinct product platforms that nteetspecific needs of GPs and orthodontists ssdhwasalign Assist and Invisalign
Teen. Our research and development expenses &@1@ illion for 2010, $22.3 million for 2009, a$26.2 million for 2008.

In an effort to demonstrate Invisalign’s broad tneant capabilities, various clinical case studied articles have been published that
highlight the applicability of Invisalign to maldesion cases, including those of severe complexitie are also undertaking post-marketing
studies and making additional technological improgats to the product and manufacturing processméstioned in our Business Strategy,
we are making investments in the development of paucts and enhancements of existing produatsetet the needs of our customers and
increase adoption and utilization of InvisalignIsas the agreement to jointly develop softwareiapfons with Cadent.

Intellectual Property

We believe our intellectual property position regaets a substantial business advantage. As ofnle31, 2010, we had 152 issued
U.S. patents, 136 pending U.S. patent applicatiand,75 foreign issued patents, as well as 128ipgiidreign patent applications. Skem 3
“Legal Proceedings” for a discussion on ReexamioatProceedings pending with the United States Rated Trademark Office.
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We continue to pursue further intellectual propgntytection through U.S. and foreign patent apfitbees and non-disclosure
agreements. We also seek to protect our softwla@mentation and other written materials undefetisecret and copyright laws. We cannot
be certain that patents will be issued as a refalhy patent application or that patents that Heen issued to us or that may be issued in the
future will be found to be valid and enforceable anfficient to protect our technology or produc®ur intellectual property rights may not be
successfully asserted in the future or may be idatéd, circumvented or challenged. In additibe, lews of various foreign countries where
Invisalign is distributed do not protect our inéeitual property rights to the same extent as @8s.| Our inability to protect our proprietary
information could harm our business. Informatiegarding risks associated with failing to proteat proprietary technology and our
intellectual property rights may be foundliam 1A of this Annual Report on Form 10-K under tieading “Risk Factors.”

Seasonal Fluctuations

Seasonal fluctuations in the number of doctorbairtoffices and available to take appointmentshafiected, and are likely to continue
to affect, our business. Specifically, our custmradten take vacation or are on holiday duringshemer months and therefore tend to start
fewer cases, particularly in Europe. In additismmnmer is typically the busiest season for orthtidtsnwith practices that have a high
percentage of adolescent and teenage patientsraspaeents want to get their teens started inrtveat before the start of the school year.
result, adult appointments, including adult Invigalpatient starts, are often pushed further iate summer or early fall. With the availability
of Invisalign Teen combined with our marketing effoaimed at teens and parents, we have beenlgatnapeting for a share of teen patient
starts. We believe that the increasing percenta¢eenaged patients using Invisalign helped madete downward trend we would otherwise
see for our North American orthodontic customemsrduthe summer months. These seasonal trendsdaased and will likely continue to
cause, fluctuations in our quarterly results, idahg fluctuations in sequential revenue growthsate

Backlog

Due to the nature of our business, we maintairtivelg low levels of backlog. The period from whitreatment data (or “a case”) is
received until the acceptance of the digital Clis€ltreatment plan is dependent on the dental gsmfeal’s discretion to modify, accept or
cancel the treatment plan. Therefore, we consfdecase a firm order to manufacture aligners dmeelental professional has approved the
ClinCheck treatment plan. Our backlog consist€laiCheck treatment plans that have been accepieddb yet shipped. Because aligners
shipped shortly after the ClinCheck treatment las been accepted, we believe that backlog is gobd indicator of future sales. Our
guarterly revenues can be impacted by the timin@®fClinCheck treatment plan acceptances andhilitydo ship those cases in the same
quarter.

Competition

We compete for the attention of dental profess®math manufacturers of traditional orthodontic Bgpces (or wires and brackets),
which include 3M’s Unitek, Danaher Corporation’so8yn Dental Specialties, and Dentsply Internatiphnd. We also compete directly with
established companies that manufacture and digritmoducts that are similar in use to InvisaligieJuding the products manufactured and
distributed by Ormco Orthodontics, a division ob&n Dental Specialties (a division of Danaher @oagion) and Dentsply GAC Internatiol
(a division of Dentsply International, Inc.). Imetfuture, we may face further competition fromyeatage and more mature companies who
enter our target markets to manufacture and dig&iproducts that are similar in use to Invisaligmformation regarding risks associated with
increased competition may be foundtiem 1Aof this Annual Report on Form 10-K under the hegdRisk Factors.”

We believe that in addition to price, the principampetitive factors in the market for orthodorgfpliances include the following:
» aesthetic appeal of the treatment mett
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» effectiveness of treatmer

e customer suppor

» software features

e customer online interfac

e unigue engineering

« comfort associated with the treatment mett
« oral hygiene

» ease of use; ar

» dental professiong’ chair time.

We believe that Invisalign compares favorably vatlr competitors’ products with respect to eactheke factors.

Government Regulation

FDA'’s Quality System Regulation for Medical DevicesThe Invisalign system is classified as a Clagsedical device. In 1998, we
received pre-market clearance from the FDA purstatite 510(k) pre-market notification procedulwing us to market the product in the
U.S. The Invisalign system was originally cleafeduse by the FDA in patients with permanent teatt contraindicated the device for
patients presenting with mixed dentition, severerbite, severe overjet, tooth malocclusion reqgisargical correction, adolescent patients
with a skeletally narrow jaw, and adult patientshwdental prosthetics/implants. In 2008, the FD&aoed new labeling for the Invisalign
system, by removing the permanent dentition liratafrom the indications for use. In addition, teém conditions previously listed as
contraindications are now listed as precautiong ané subject to routine inspections by the FDAstate agencies to determine compliance
with Quality System requirements. We are registevith the State of California as a medical devi@nufacturer.

If the FDA determines that we failed to comply witte applicable FDA regulations, it can instituteide variety of enforcement actions
against us, ranging from a public Warning Lettemiore severe sanctions, including but not limiwéiiancial penalties, withdrawal of our
right to market our products and criminal prosemuti

Health Canada’s Medical Device Regulatiansin Canada, we are required to comply with He&lanada’'s Medical Device
Regulations. Our products are registered with the@hnada. We believe we are in compliance wighr tregulations and have been granted
clearance to market our products in Canada.

European Union’s MDD Requirements & ISO 13485:2003n Europe, Invisalign is regulated as a custiavice and as such, we follc
the requirements of the Medical Device Directiviée are 1ISO 13485:2003 certified, which facilitatesnmercialization of Invisalign outside
the United States and especially in Europe.

China’s FDA Regulations and Enterprise Licenseln October 2010, we received regulatory apparénom the Chinese State Food and
Drug Administration (SFDA) to market and sell tmwikalign system as a Class Il medical devicetertteatment of malocclusion. We also
received its License of Medical Device Operationdgprise (Enterprise License) from the Shanghadrad Drug Administration, which
allows us to distribute Invisalign in China.

Health Insurance Portability and Accountability Aaft1996. Under the Health Insurance Portability and dsttability Act of 1996, or
HIPAA, Congress mandated a package of interlockihministrative simplification rules to establishreiards and requirements for electronic
transmission of certain health
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information. Confidentiality and security of patteecords and the circumstances under which tteeseds may be released by healthcare
professionals are subject to substantial regulatiorder the HIPAA Standards for Privacy of Indiatly Identifiable Health Information,
referred to as the Privacy Standard, and the Sgctandard, and other state laws and regulatidihg Privacy Standard governs both the
disclosure and the use of confidential patient wedhformation, and the Security Standard govénegechnical, physical, and administrative
safe guards used to protect the unauthorized eetwadisclosure of patient information. Althougimpliance is the responsibility of the
hospital, physician or other healthcare provider,umderstand the importance to our customers adghtients of maintaining the
confidentiality of patient information. Accordinglwe have designed our product and service offsrio be consistent with the requirements
of the Privacy and Security standards under HIPAA applicable corresponding state laws and reguisti Maintaining systems that are
consistent with these laws and regulations is g@sttl could require complex changes in the way avbuksiness or provide services to our
patients. Additionally, our success may be depende the success of healthcare participants itirdeaith HIPAA requirements.

Other Federal and State Laws As a participant in the health care industeyave subject to extensive and frequently changing
regulation under many other laws administered byegamental entities at the federal, state and les@ls, some of which are, and others of
which may be, applicable to our business. We anedical device manufacturer subject to FDA regofest These regulations, among other
things, require that we maintain device and faesitegistrations and listings as well as prometeproducts as permitted by our FDA
clearances. Furthermore, our health care servimgder customers are also subject to a wide wadétaws and regulations that could affect
the nature and scope of their relationships withLews regulating medical device manufacturerstagalth care providers cover a broad array
of subjects. For example, the confidentiality afipnt medical information and the circumstancedeunvhich such information may be uset
us, released for inclusion in our databases, easgld by us to third parties, are subject to satistaegulation by state governments. These
state laws and regulations govern both the disotoand the use of confidential patient medicalrimfation and are evolving rapidly. In
addition, provisions under the federal anti- kiokdbatatutes prohibit, among other things, payingftering to pay any remuneration in
exchange for the referral of patients to a persatigipating in, or for the order, purchase or raceendation of items or services that are
subject to reimbursement by, Medicare, Medicaid etheér similar federal or state health care prograiost states have also enacted illegal
remuneration laws that are similar to the fedexais. These laws, which are evolving at the fedamdlstate levels, are applicable to our
financial relationships with, and any marketingotiter promotional activities involving, our denpabfessional customers. Violations of an
these laws or regulations could subject us to eetyaof civil and criminal sanctions. Furthermoveyious state laws require us to report
payments and other transfers of value made to derdgessionals and teaching hospitals to statelaegry bodies, and federal law will require
us to track and disclose these payments startigg13.

Employees

As of December 31, 2010, we had 2,097 employeekiding 1,374 in manufacturing and operations, B7&ales and marketing, 150 in
research and development and 201 in general anthisthative functions. We had 435 employees intNémerica, 797 employees in Costa
Rica, 208 employees in Europe, 645 employees iniddeand 12 employees in Japan.

Available Information

Our website is located atww.aligntech.comand our investor relations website is locatektigt//investor.aligntech.com The
information on or accessible through our websiasat part of this Annual Report on Form 10-K. @mnual Reports on Form 10-K,
Quarterly Reports on Form 10-Q, Current Reports@mm 8-K, our proxy statement on Schedule 14A farannual stockholders’ meeting and
amendments to such reports are available, frebarhe, on our investor relations website as sograsnably practicable after we
electronically file or furnish such material withet SEC. Further, a copy of this Annual Report om¥10-K is
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located at the SEC’s Public Reference Room at 18@det, NE, Washington, D.C. 20549. Informatiortloe operation of the Public
Reference Room can be obtained by calling the SEE880-SEC-0330. The SEC maintains an interntettlsat contains reports, proxy and
information statements and other information remayaur filings atwww.sec.gov

Executive Officers of the Registrant
The following table sets forth certain informatimygarding our executive officers as of February2®,1:

Name Age Position

Thomas M. Presco 55  President and Chief Executive Offic

Kenneth B. Arole 55  Vice President, Finance and Chief Financial Off

Dana C. Cambr 53 Vice President, Research & Development and Infoionafechnology
Dan S. Ellis 59  Vice President, North American Sa

Roger E. Georg 45  Vice President, Legal and Corporate Affairs Gen@alinse

Len M. Hedge 53  Senior Vice President, Business Operati

Sheila Tar 47  Vice President, Marketing and Chief Marketing Oéfi

Richard Twomey 46  Vice President, Internation

Emory M. Wright 41  Vice President, Operatiol

Thomas M. Prescoltas served as our President and Chief Executivieddfind as a member of our Board of DirectorsesiMarch
2002. Prior to joining us, Mr. Prescott was Presicand Chief Executive Officer of Cardiac Pathwags., a publicly-traded medical device
company, from May 1999 until its acquisition by Bos Scientific in August 2001. Mr. Prescott theorled as a consultant for Boston
Scientific Corporation until January 2002. Priomtorking at Cardiac Pathways, Mr. Prescott heldows sales, general management and
executive roles at Nellcor Puritan Bennett, InonfrApril 1994 to May 1999.

Kenneth B. Aroldas served as our Vice President of Finance anef €hiancial Officer since December 2007. He jdins as Vice
President of Finance and Corporate Controller igust 2005. Prior to joining us, Mr. Arola served fourteen years at Adaptec, Inc, an
electronic data storage equipment company, wheteltkevarious senior finance management positimast recently as Vice President of
Finance and Corporate Controller. His experietse iacludes positions of increasing responsibilityarious financial roles at Varian
Associates and Cooper Labs.

Dana C. Cambraur Vice President, Research & Development anditmétion Technology has been with Align since Jud@& Prior
to joining us, Mr. Cambra served as Senior VicesiBlent, Research and Development for Pharsightdtatipn, a provider of simulation and
modeling software for pharmaceutical and biotechgplcompanies from March 2007 to June 2008. Raoidiis role at Pharsight, Mr. Cambra
was Vice President, Engineering at Stentor Inmgdical image and information management softweseiger from October 2002 to Febru
2006. Earlier roles included executive engineednd operations positions at Visto Corporation i@wdibe, Inc. Mr. Cambra also spent sev
years in positions of increasing responsibilithatison Corporation, now a Siemens Compi

Dan S. Ellishas served as our Vice President, North AmericdesSance June 2005. Prior to joining us, Mr.Elias Vice President,
Sales for privately-held BARRx Medical, a medicalidte company, from September 2004 to June 200&m Bune 1999 to May 2004,
Mr. Ellis was at Fusion Medical Technologies, aiglon of Baxter Healthcare, most recently as VioesRlent, BioSurgery US. From January
1998 to June 1999, Mr. Ellis served as Vice Predidgales & Marketing for Cardiac Pathways, Incalieain his career, Mr. Ellis held natior
sales positions of increasing scope and respoitgiatlFusion Medical Technologies and Eli Lilly NDGuidant Corporation.

Roger E. Georgbas served as our Vice President, Legal and Campéiféairs, General Counsel and Corporate Secredimge July
2002. Prior to joining us, Mr. George was the €Ri@ancial Officer, Vice
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President of Finance and Legal Affairs and Genémlnsel of SkyStream Networks, a privately heldadizand and broadcast network
equipment company. Prior to SkyStream, Mr. Geovge a partner at Wilson Sonsini Goodrich & RoFiE. in Palo Alto, California.

Len M. Hedgéas served as our Senior Vice President, Businpssafdons since December 2007. He joined us aBwector of
Manufacturing in January 1999 and was our Vice iBegs, of Operations from March 2002 to Decembéd720Prior to joining us, Mr. Hedge
served as Vice President of Operations for Plyediixpress Corporation, a rapid-prototyping andestéhography services supplier, from
December 1996 to December 1998. From October i®B®tcember 1996, Mr. Hedge worked at Beckmanunstnts Corporation as
Manager for Prototype Manufacturing and Processelz@ment.

Sheila Tanwas appointed Vice President, Marketing and Chiafkdting Officer in March 2009. Ms. Tan joinedinsSeptember 2008
Vice President of Product Innovation and Market8ttategy. Prior to joining us, Ms. Tan was Vicestdent, Marketing for Moka5, Inc., a
provider of virtual desktop technology, from Aug@8i07 to July 2008. She served as Vice Presidemkéling of Presto Services Inc., a
digital-delivery service that enables families dineinds to stay in touch via email, without the déer a computer or Internet connection, from
June 2006 to August 2007. Prior to that, Ms. Tas Benior Director of Marketing, QuickBooks at ihftom 2000 to 2005. From 1995 to
2000, Ms. Tan held marketing positions of incregsinope and responsibility at The Procter & Gantlwenpany and its subsidiaries.

Richard TwomeWas served as our Vice President, Internationaksiiay 2010. Prior to joining us, Mr. Twomey sptrg past 13 years
in senior management positions within divisiongaolfinson & Johnson, having served most recentlyessdent of DePuy, International Ltd.,
part of the DePuy Orthopaedics, a global leadénémprovision of surgical implants for orthopaedjplications, as well as diversified interests
in spinal, sports medicine and neurology secttds. Twomey also served as managing director anectbr of marketing for Johnson &
Johnson Bone Tissue Management Group. Prior tosdwh& Johnson, Mr. Twomey held various sales aatkating positions at Biomet Ltd,
Howmedica International Ltd., and Stafford Millar.

Emory M. Wrighthas served as our Vice President, Operations §ircember 2007. He has been with us since Marcf,200
predominantly in manufacturing and operations roleseviously, Mr. Wright served as Vice Presiddtanufacturing and most recently was
General Manager of New Product Development. Rogoining us, Mr. Wright was Senior Manufacturif@nager at Metrika, Inc. a medical
device manufacturer, from May 1999 to March 206@om July 1994 to May 1999, Mr. Wright served asiliger of Manufacturing and
Process Development for Metra Biosystems Inc.
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ITEM 1A. RISK FACTORS

We depend on the sale of the Invisalign systemtf@ vast majority of our revenues, and any declinesales of Invisalign for any reasor
including as a result of changes to the proficienpyogram, a continued weakness in general econoroaditions, or a decline in avera(
selling prices would adversely affect revenues,ggronargin and net profits.

We expect that revenues from the sale of the Ihgisaystem will continue to account for the vastjomity of our total revenues for the
foreseeable future. Continued and widespread rhadaeptance of Invisalign by orthodontists, GR$ @nsumers is critical to our future
success. If orthodontists and GPs experiencelactied in consumer demand for orthodontic servidesynsumers prove unwilling to adopt
Invisalign as rapidly as we anticipate or in théuwee that we anticipate, if orthodontists or GPsade to use a competitive product rather than
Invisalign or if the average selling price of ouoguct declines, our operating results would berlear. Factors that could cause the adoptic
Invisalign to occur at a lower rate than we expastyell as the risk related to declining averakng prices are described more fully below.

Consumers may not adopt Invisalign as rapidly as anicipate due to a variety of factors includingantinued weakness in general
economic conditions.

Consumer spending habits are affected by, amorey ttings, prevailing economic conditions, levdlgmployment, salaries and wage
rates, gas prices, consumer confidence and conguenezption of economic conditions. A general slown in the United States economy .
certain international economies or an uncertaimenuc outlook would adversely affect consumer spemntiabits which may, among other
things, result in a decrease in the number of diverdnodontic case starts or a reduction in theaed for Invisalign generally either of which
would have a material adverse effect on our saldaerating results. In addition, Invisalign egents a significant change from traditional
orthodontic treatment, and consumers may be reftutdeaccept it or may not find it preferable taditional treatment. We have generally
received positive feedback from orthodontists, @Rs$ consumers regarding Invisalign as both anreltete to braces and as a clinical method
for treatment of malocclusion, but a number of deptofessionals believe that Invisalign is appiaterfor only a limited percentage of their
patients. Increased market acceptance will depepért upon the recommendations of dental prodesds, as well as other factors including
effectiveness, safety, ease of use, reliabilitgtteetics, greater comfort and hygiene comparedhttitional orthodontic products and price for
Invisalign compared to competing products.

Orthodontists and GPs may not adopt Invisalign inf§cient numbers or as rapidly as we anticipaterfa number of reasons, including,
changes to the Proficiency Program or as a resulfrecreased competition.

Our success depends upon increasing acceptandeegodncy of use of the Invisalign system by deptafessionals (what we refer to
utilization). In April 2010, we eliminated the @astart requirements and in October 2010 we elitaththe annual CE requirements, effecti
terminating the Proficiency Program. We may exgrere variability in customer activity over the nsgteral quarters as doctors adjust to the
changes to the Proficiency Program requirememtsadtlition, increased competition from direct cotitpes could cause us to lose market
share and reduce dental professionetfdrts and commitment to expand their Invisaligagtice. If adoption does not increase as we ipatie
for any reason, our revenues may fail to grow gmeted and our operating results may be harmed.

The frequency of use by orthodontists or GPs may imcrease at the rate that we anticipate or at.all

One of our key objectives is to continue to inceeaslization, or the adoption and frequency of,ufehe Invisalign system by new and
existing customers. If utilization of Invisaligly bbur existing and newly trained orthodontists éts@&loes not occur or does not occur as
quickly as we anticipate, our operating resultsid¢de harmed.
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We may experience declines in average selling gio€our products.

In response to challenges in our business, incfuiioreased competition, we have in the past redtieelist price of our products. We
also provide volume based discount programs taloators. In addition, we sell a number of prodattdifferent list prices. If we introduce
any price reductions, or consumer rebate prograrpand our discount programs in the future, ifipgration in these programs increases, if
our product mix shifts to lower priced productnemwer products that have a higher percentage efmef revenue, or if sales by our
international distributors, particularly in the AgPacific region, grows at a faster pace than gectisales, our average selling price would be
adversely affected and our revenues, gross mangimat profits (losses) may be reduced. Furthespadthough the U.S. dollar is our
reporting currency, a portion of our revenues amdifs are generated in foreign currencies. Reesrand profits generated by subsidiaries
operating outside of the United States are traegdlatto U.S. dollars using exchange rates effeaiving the respective period and are affected
by changes in exchange rates. As a result, negatdvements in currency exchange rates againt.Biedollar will adversely affect our
average selling price and consequently the amdwevenues and profits in our consolidated finahsfatements.

As we continue to grow, we are subject to growthated risks, including risks related to capacitysiraints at our existing facilities.

We are subject to growth-related risks, includiagacity constraints and pressure on our interrsiesys and personnel. In order to
manage current operations and future growth effelstj we will need to continue to implement and fowe our operational, financial and
management information systems and to hire, tragtjvate, manage and retain employees. We mayéakleto manage such growth
effectively. Any such failure could have a matkaidverse impact on our business, operations avgppcts. In addition, in order to meet the
demands from expected volumes and continued irttena expansion, we intend to open a new manufagidacility outside of North
America by the end of 2011. Our ability to plaopstruct and equip additional manufacturing faetitis subject to significant risk and
uncertainty, including risks inherent in the estgbhent of a new manufacturing facility, such as:

» Hiring and retaining employee
» Delays and cost overruns as a result of a numbiactdrs, any of which may be out of our contraigts as:
. Labor shortages and disput
. Delays in government approva
. Delays in the customization, delivery and inst@laiof equipment; an
. Production sta-up problems

* Implementing, integrating and improving operatioaat! financial systems, procedures and contratding our computer
systems; an

* Managing expanding operations in multiple locatiand multiple time zone

If the opening of this facility is significantly teyed or demand for our product in 2011 exceedsotrent expectations, we may not be
able to fulfill orders timely, which may negativélyppact our financial results and overall busineSsnversely, if demand for our products
decreases, the fixed costs associated with excasafacturing capacity may harm our financial result

If we fail to sustain or increase profitability orevenue growth in future periods, the market prié@ our common stock may decline.

If we are to sustain or increase profitability indre periods, we will need to continue to increaserevenues, while controlling our
expenses. Because our business is evolvingditfisult to predict our future
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operating results or levels of growth, and we havhe past not been and may in the future notdhe ta sustain our historical growth rates. If
we do not increase profitability or revenue growtlotherwise meet the expectations of securiti@dyats or investors, the market price of our
common stock will likely decline.

Our financial results have fluctuated in the pashd may fluctuate in the future which may cause vtldy in our stock price.

Our operating results have fluctuated in the padtwe expect our future quarterly and annual opegaesults to fluctuate as we focus
increasing doctor and consumer demand for our mtsdur hese fluctuations could cause our stoclegnalecline. Some of the factors that
could cause our operating results to fluctuateuithel

« limited visibility into and difficulty predictinghe level of activity in our custom¢' practices from quarter to quart
* weakness in consumer spending as a result of eiaglslvn in the United States economy and global ecoes;

« changes in the timing of receipt of case produdes during a given quarter which, given our cyirtee and the delay between c.
receipts and case shipments, could have an impaehich quarter revenue can be recogni:

« fluctuations in currency exchange rates againsutise dollar;

» changes in product mi:

« if participation in our customer rebate progranr@ases our average selling price will be adveraffcted;
» seasonal fluctuations in the number of doctorddirtoffices and their availability to take appoiants;

» success of or changes to our marketing programs fpearter to quarte

« changes in the timing of when revenue is recognireiuding as a result of the introduction of nes@ducts or promotions or as
result of changes to critical accounting estimatesew accounting pronouncemer

» changes to our effective tax ra
* unanticipated delays in production caused by ingefit capacity

» any disruptions in the manufacturing process, iidlg unexpected turnover in the labor force orititiedduction of new production
processes, power outages or natural or other disds¢yond our contrc

» the development and marketing of directly compegifiroducts by existing and new competiti
e aggressive price competition from competitc
» costs and expenditures in connection with litigat

« disruptions to our business due to the impact c@demic that results in changes in consumer spgrhbits, consumers unable
or unwilling to visit the orthodontist or generabptitioners office, as well as any impact on workge absenteeisr

» inaccurate forecasting of revenues, productionathdr operating costs; al
» investments in research and development to devedapproducts and enhancements to Invisa
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To respond to these and other factors, we may teeedke business decisions that could adversedgtadfur operating results such as
modifications to our pricing policy, business stiue or operations. Most of our expenses, sudngdoyee compensation and lease payment
obligations, are relatively fixed in the short tertoreover, our expense levels are based, in pamur expectations regarding future revenue
levels. As aresult, if our revenues for a patéicperiod fall below our expectations, whethersgiby changes in consumer spending,
consumer preferences, weakness in the U.S. orlgiabaomies, changes in customer behavior relatedertising and prescribing our
product, or other factors, we may be unable tostdjpending quickly enough to offset any shorffallevenues. Due to these and other fac
we believe that quarter-to-quarter comparisonsuofoperating results may not be meaningful. Yoousth not rely on our results for any one
guarter as an indication of our future performance.

Our future success may depend on our ability to ey, successfully introduce and achieve marketegatance of new products.

Our future success may depend on our ability telbgy manufacture, market, and obtain regulatopr@yal or clearance of new
products. We launched Invisalign Teen in July 2808 Invisalign Assist in October 2008. In Octobei0, we introduced Invisalign G3, a
collection of new features and innovations thattoavery product and virtually every system at Aligrhere can be no assurance that we will
be able to successfully develop, sell and achieaket acceptance of these and other new produdtagplications and enhanced versions of
our existing product. The extent of, and rate laicty, market acceptance and penetration are aahl®wéuture products is a function of many
variables, which include, among other things, dailitgt to include functionality and features thatdress customer requirements, compatibility
of our computer operating systems and hardwardgaations with customers, the availability of thiparty reimbursement of procedures
using our new products, the existence of competioducts and general economic conditions affeqtimghasing patterns. In addition, eve
our new products are successfully introduced, uniikely that they will rapidly gain market shaaed acceptance primarily due to the relati
long period of time it takes to successfully tragtatient. Since it takes approximately 12 to 2htis to treat a patient, our customers may be
unwilling to rapidly adopt our new products untiely successfully complete at least one case drmaote historical clinical results are
available.

Our ability to market and sell new products maydle subject to government regulation, includingrapal or clearance by the United
States Food and Drug Administration (“FDA”"), anddign government agencies. Any failure in ourigbtb successfully develop and
introduce or achieve market acceptance of our megyzts or enhanced versions of existing produatiddchave a material adverse effect on
our operating results and could cause our revetoudscline.

A disruption in the operations of our primary frelg carrier or higher shipping costs could cause adine in our revenues or a reduction
in our earnings.

We are dependent on commercial freight carrieimamily UPS, to deliver our products. If the opéas of these carriers are disrupted
for any reason, we may be unable to deliver oudpets to our customers on a timely basis. If wenoadeliver our products in an efficient
and timely manner, our customers may reduce thdare from us and our revenues and operating proditild materially decline. In a rising
fuel cost environment, our freight costs will inase. If freight costs materially increase and veeumable to pass that increase along to our
customers for any reason or otherwise offset sacteases in our cost of revenues, our gross marglrfinancial results could be adversely
affected.

We are dependent on our international operationdjieh exposes us to foreign operational, politicaté other risks that may harm our
business.

Our key production steps are performed in operatiooated outside of the U.S. At our facility insfa Rica, technicians use a
sophisticated, internally developed computer-madgefirogram to prepare digital treatment plans, twihie then transmitted electronically to
Juarez, Mexico. These digital files form the badis
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the ClinCheck treatment plan and are used to matwraaligner molds. Our order acquisition, aligfadrication and shipping operations are
conducted in Juarez, Mexico. In addition to theeegch and development efforts conducted in ourdJ8ae, California facility, we also carry
out research and development at locations in See Jiosta Rica and Moscow, Russia. In additioncastomer-care, accounts receivable,
credit and collections and customer event registrairganizations are located at our facility ins@oRica. Our reliance on international
operations exposes us to risks and uncertaintésihy affect our business or results of operatiariyding:

» difficulties in hiring and retaining employees geally, as well as difficulties in hiring and retaig employees with the necessary
skills to perform the more technical aspects ofaperations

» difficulties in managing international operatio

» fluctuations in currency exchange rat

* import and export license requirements and regirist

« controlling production volume and quality of the miéacturing proces:

« political, social and economic instability, incladi as a result of increased levels of violencauardz, Mexico
» acts of terrorism and acts of wi

* interruptions and limitations in telecommunicats@rvices

» product or material transportation delays or diioup including as a result of health epidemicdrieting travel to and from Mexic
or as a result of natural disasters, such as eskeg or volcanic eruption

* burdens of complying with a wide variety of localuntry and regional law:
» trade restrictions and changes in tariffs;
» potential adverse tax consequen

If any of these risks materialize in the future, eeeild experience production delays and lost cayded revenue.

A key step in our manufacturing process relies amphisticated computer technology that requires nghnicians to undergo a relative
long training process. If we are unable to accuedy predict our volume growth, and fail to hire aificient number of technicians in
advance of such demand, the delivery time of ouoghucts could be delayed which could adversely dffea results of operations.

Training technicians to use our sophisticated campmodeling program that produces the digitaltiremt plan that forms the basis of
ClinCheck takes approximately 90 to 120 days. Aesalt, if we are unable to accurately predict\vmlume growth, we may not have a
sufficient number of trained technicians to timelgate ClinCheck treatment plans within the timasour customers expect. Any delay in
ClinCheck processing time could delay the ultimdgévery of finished aligners to our customers.clsa delay could cause us to lose existing
customers or fail to attract new customers. Thifdd cause a decline in our revenues and net praxfit could adversely affect our results of
operations.

Our headquatrters, digital dental modeling processasd other manufacturing processes are all prinalfy located in regions that are
subject to earthquakes and other natural disasters.

Our digital dental modeling is processed in ouilitgdocated in San Jose, Costa Rica. The openatieam in Costa Rica creates
ClinCheck treatment plans using sophisticated cdermoftware. In addition, our customer facingragiens are located in Costa Rica. Our
aligner molds and finished aligners are fabricated
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Juarez, Mexico. Both Costa Rica and Mexico aregithquake zones and may be subject to other hdtsesters. If there is a major
earthquake or any other natural disaster in a negizere one of these facilities is located, oulitglio create ClinCheck treatment plans,
respond to customer inquiries or manufacture aipla@lr aligners could be compromised which coullifiein our customers experiencing a
significant delay in receiving their completed alkgs and a decrease in service levels for a pefitiche. In addition, our headquarters facility
is located in the San Francisco Bay Area. An eardke or other natural disaster in this region d@eesult in a disruption in our

operations. Any such business interruption couddemially and adversely affect our business, fimgreondition and results of operations.

We experience competition from manufacturers of diional braces and expect aggressive competitimnf these and other companies
that may introduce new technologies in the future.

Currently, our Invisalign product competes dire@gainst products manufactured and distributed tmgd® Orthodontics, a division of
Sybron Dental Specialties (a Danaher Corporatidisigiiary), and traditional braces manufactured lys3Unitek and Dentsply
International. These manufacturers have substingigater financial resources and manufacturimgy marketing experience than we do and
may, in the future, attempt to develop an orthoogytstem similar to ours or combine technologheg thake our product economically
unattractive. Large consumer product companiesatsyenter the orthodontic supply market. Furttee, we may face competition in the
future from new companies that may introduce neshiielogies. We may be unable to compete with thesgpetitors and one or more of
these competitors may render our technology olesoleeconomically unattractive. If we are unableampete effectively with existing
products or respond effectively to any productsetigyed by new or existing competitors, our busiresdd be harmed. Increased competition
has resulted in the past and may in the futurdtresuolume discounting and price reductions, mhligross margins, reduced profitability and
loss of market share, any of which could have senwdtadverse effect on our revenues, volume gromehprofit (losses) and stock price. We
cannot assure you that we will be able to compateessfully against our current or future compegitr that competitive pressures will not
have a material adverse effect on our businesslitsesf operations and financial condition.

Our information technology systems are critical tmr business. System integration and implementatissues and system security risks
could disrupt our operations, which could have a teaal adverse impact on our business and operatmegults.

We rely on the efficient and uninterrupted operatid complex information technology systems. Afarmation technology systems are
vulnerable to damage or interruption from a var@tgources. As our business has grown in sizecantplexity, the growth has placed, and
will continue to place, significant demands on mfiormation technology systems. To effectively mge this growth, we will need to
continually upgrade and enhance our informatiotiesys. In addition, experienced computer prograrsraad hackers may be able to
penetrate our network security and misappropriateconfidential information or that of third padiecreate system disruptions or cause
shutdowns. Furthermore, sophisticated hardwareopedating system software and applications thagithesr internally develop or procure
from third parties may contain defects in desigd aranufacture, including “bugs” and other probldéhreg can unexpectedly interfere with the
operation of the system. The costs to eliminatelleviate security problems, viruses and bugsdbel significant, and the efforts to address
these problems could result in interruptions thayave a material adverse impact on our operatiessnues and operating results.

We are currently focused on adding more functidpatito our business enterprise systems to moreiefitly integrate these systems v
our other system applications, such as customérgamd manufacturing tools, and intend to contithie effort for the foreseeable
future. System upgrades and enhancements, ingltldose upgrades and enhancements associatechwiduinch in the fall of 2010 of
Invisalign G3 that touched every product and vitjuaach of our systems, require significant exptmds and allocation of valuable employee
resources. Delays in integration or disruptionsuobusiness from implementation of these newpgraded systems could have a material
adverse impact on our financial condition and ofyegaresults. Furthermore, we continuously upgradecustomer facing software
applications, specifically the
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ClinCheck software and the Invisalign Doctor Sioftware applications frequently contain errorglefects, especially when they are first
introduced or when new versions are released. didoevery of a defect or error or the incompatipilvith the computer operating system and
hardware configurations of customers in a new uggplaversion or the failure of our primary inforneetisystems may result in the following
consequences, among others: loss of revenue or idataarket acceptance, damage to our reputatiomcoeased service costs, any of which
could have a material adverse effect on our busjrfggncial condition or results of operations.

Our success depends in part on our proprietary teotogy, and if we are unable to successfully enferour intellectual property rights,
our competitive position may be harmed. Litigatictaims of this type is costly and could distractrananagement and cause a decline in
our results of operations and stock price.

Our success will depend in part on our ability taimtain existing intellectual property and to obtand maintain further intellectual
property protection for our products, both in th&land in other countries. Our inability to docsnilld harm our competitive position. As of
December 31, 2010, we had 152 issued U.S. pate3figpending U.S. patent applications, and 75 isforeign patents, and 128 pending
foreign patent applications.

We intend to rely on our portfolio of issued ana@ieg patent applications in the U.S. and in ottemtries to protect a large part of our
intellectual property and our competitive positiddowever, our currently pending or future patélimds may not result in the issuance of
patents. Additionally, any patents issued to ug bechallenged, invalidated, held unenforceabieymvented, or may not be sufficiently
broad to prevent third parties from producing cotimgeproducts similar in design to our products.atdition, any protection afforded by
foreign patents may be more limited than that ptediunder U.S. patents and intellectual propertslaWe also rely on protection of our
copyrights, trade secrets, know-how and proprietafigrmation. We generally enter into confideritiahgreements with our employees,
consultants and our collaborative partners uponngentement of a relationship with us. However,dhegreements may not provide
meaningful protection against the unauthorizedarsdisclosure of our trade secrets or other confidéinformation, and adequate remedies
may not exist if unauthorized use or disclosureenteroccur. Our inability to maintain the propaigt nature of our technology through pate
copyrights or trade secrets would impair our contipetadvantages and could have a material adwedfeet on our operating results, financial
condition and future growth prospects. In particuh failure to protect our proprietary rights htigllow competitors to copy our technology,
which could adversely affect our pricing and matedre. In addition, in an effort to protect autellectual property we have in the past been
and may in the future be involved in litigationhé potential effects on our business operationdtieg from litigation that we may participate
in the future, whether or not ultimately determirie@ur favor or settled by us, are costly and ditiee efforts and attention of our managen
and technical personnel from normal business ojpeisat

Litigation is subject to inherent uncertainties aimdlavorable rulings could occur. An unfavorahléng could include monetary damages
or, in cases where injunctive relief is soughtjrganction prohibiting us from selling our productdny of these results from our litigation
could adversely affect our results of operations stck price.

While we believe we currently have adequate intdroantrol over financial reporting, we are requiretb assess our internal control over
financial reporting on an annual basis and any futa adverse results from such assessment could téaud loss of investor confidence
in our financial reports and have an adverse effemt our stock price.

Pursuant to the Sarbanes-Oxley Act of 2002 anduies and regulations promulgated by the SEC, weequired to furnish in our
Form 10-K an Annual Report by our management reggrithe effectiveness of our internal control ofieancial reporting. The report
includes, among other things, an assessment @fftbetiveness of our internal control over finahcgporting as of the end of our fiscal year,
including a statement as to whether or not ourriivatiecontrol over financial reporting is effectiv&his assessment must include
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disclosure of any material weaknesses in our iaterantrol over financial reporting identified byamagement. While we currently believe our
internal control over financial reporting is effeet, the effectiveness of our internal control$uture periods is subject to the risk that our
controls may become inadequate because of chamgesiditions, and, as a result, the degree of camg# of our internal control over
financial reporting with the policies or procedureay deteriorate. If we are unable to assertdabainternal control over financial reporting is
effective in any future period (or if our audit@se unable to express an opinion on the effects®néour internal controls or conclude that
internal controls are ineffective), we could losedstor confidence in the accuracy and completenfessr financial reports, which could have
an adverse effect on our stock price.

If we lose our key personnel or are unable to atttand retain key personnel, we may be unable togue business opportunities or
develop our products.

We are highly dependent on the key employees irtlnical engineering, technology development, saled marketing personnel and
management teams. The loss of the services prabbigéhose individuals may significantly delay oeyent the achievement of our product
development and other business objectives and ¢wutd our business. Our future success will abgmedd on our ability to identify, recruit,
train and retain additional qualified personnetluding orthodontists. Few orthodontists are ataed to working in a manufacturing
environment since they are generally trained tokvitoiprivate practices, universities and other aeske institutions. Thus, we may be unable to
attract and retain personnel with the advancedfigelons necessary for the further developmertwfbusiness. Furthermore, we may not be
successful in retaining our key personnel or theivices. If we are unable to attract and retaingersonnel, our business could be materially
harmed.

If we infringe the patents or proprietary rights afther parties or are subject to a patent infringemt claim, our ability to grow our
business may be severely limited.

Extensive litigation over patents and other inttlial property rights is common in the medical devindustry. We have been sued for
infringement of third party’s patents in the pastlave may be the subject of patent or other litogain the future. From time to time, we have
received and may in the future receive letters ftbimd parties drawing our attention to their pateghts. While we do not believe that we
infringe upon any valid and enforceable rights theate been brought to our attention, there maytiheranore pertinent rights of which we are
presently unaware. The defense and prosecutioniedfectual property suits, interference procegdiand related legal and administrative
proceedings could result in substantial expenses and significant diversion of effort by our temah and management personnel. An adverse
determination of any litigation or interference geeding to which we may become a party could stbgto significant liabilities. An adverse
determination of this nature could also put ouept at risk of being invalidated or interpreted-oaly or require us to seek licenses from
third parties. Licenses may not be available anroercially reasonable terms or at all, in whichreéyeur business would be materially
adversely affected.

We maintain single supply relationships for certaof our key machines and materials technologiesdasur business and operating
results could be harmed if supply is restrictedends or the price of raw materials used in our mdaaturing process increases.

We are highly dependent on manufacturers of speethscanning equipment, rapid prototyping machiresin and other advanced
materials. We maintain single supply relationstigganany of these machines and materials techiedogn particular, our scanning and
stereolithography equipment are provided by a sisgpplier. We are also committed to purchasihgfadur resin and polymer, the primary
raw materials used in our manufacturing processnfa single source. In addition, technology chargeour vendors could disrupt access to
required manufacturing capacity or require expexngime consuming development efforts to adaptiatedjrate new equipment or
processes. Our growth may exceed the capacitp@bo more of these
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manufacturers to produce the needed equipment atefials in sufficient quantities to support ounwth. In the event of technology chanc
delivery delays, or shortages of or increasesigegdor these items, our business and growth paispeay be harmed.

We rely on our direct sales force to sell our prams, and any failure to maintain our direct salesrte could harm our business.

Our ability to sell our products and generate resndepends upon our direct sales force withirNmuth American and international
markets. As of December 31, 2010, our North Anarisales organization consisted of 171 people hidlwl34 were quota carrying sales
representatives and 37 were regional sales managédradministration. Internationally, we had 54ge engaged in sales and sales support a:
of December 31, 2010. We do not have any long-tsmployment contracts with the members of our disates force. The loss of the
services provided by these key personnel may hambwasiness. If we are unable to retain our disetes force personnel or replace them with
individuals of equivalent technical expertise andlications, or if we are unable to successfutstill such technical expertise or if we fail to
establish strong relationships with our custometkiwa relatively short period of time, our revesuand our ability to maintain market share
could be materially harmed. In addition, due tolawmge and fragmented customer base, we may nablieeto provide all of our customers v
product support immediately upon the launch ofw peoduct. As a result, adoption of new produgt®br customers may be slower than
anticipated and our ability to grow market shard screase our revenues may be harmed.

Complying with regulations enforced by the FDA amdher regulatory authorities is an expensive anthgé-consuming process, and any
failure to comply could result in substantial pertads.

Our products are medical devices and are subjeotttmsive regulation in the U.S. and internatipnaFDA regulations are wide rangi
and govern, among other things:

e product design, development, manufacturing andéhtgs
» product labeling

e product storage

» pre-market clearance or approv

» advertising and promotion; ai

e product sales and distributic

Our failure to comply with applicable regulatoryjugrements could result in enforcement action leyRBA or state agencies, which may
include any of the following sanctions:

* warning letters, fines, injunctions, consent desraed civil penalties
* repair, replacement, refunds, recall or seizureunfproducts
e operating restrictions or partial suspension altshutdown of productior

» refusing our requests for 510(k) clearance o-market approval of new products, new intended usesiodifications to existin
products;

» withdrawing clearance or f-market approvals that have already been grantet
e criminal prosecutior

If any of these events were to occur, they coultnhaur business. We must comply with facility stgation and product listing
requirements of the FDA and adhere to applicablali@uSystem regulations. The FDA enforces its ipu&ystem regulations through
periodic unannounced inspections. For

29



Table of Contents

instance, on November 18, 2010, we received a \Wgrnétter from the FDA, which requested additio@tumentation relating to our written
implemented corrective actions to our Complaint Btedlical Device Reporting procedures. We respondélde Warning Letter on
November 22, 2010, and we are working closely withFDA to address their concerns and close theemabhould we fail to promptly ar
fully address the issues listed in the Warningérethay result in further regulatory sanctions, ukahg additional Warning Letters, adverse
publicity, refusal to clear or approve applicatidasnew or modified products, injunctions, finessil penalties or criminal prosecution. Any
FDA enforcement action could have a material adveffect on us.

Before we can sell a new medical device in the lbSmarket a new use of or claim for an existingdoict we must obtain FDA
clearance or approval, unless an exemption app@dgaining regulatory clearances or approvalsteaa lengthy and time-consuming
process. Even though the devices we market hateénelol the necessary clearances from the FDA, wetrmainable to maintain such
clearances in the future. Furthermore, we mayriable to obtain the necessary clearances for ngigetethat we intend to market in the
future. Our inability to maintain or obtain regidey clearances or approvals could materially hatmbusiness.

If the security of our customer and patient inforntian is compromised, patient care could suffer, ang could be liable for related
damages, and our reputation could be impaired.

We retain confidential customer and patient infdiorain our processing centers. Therefore, itrigoal that our facilities and
infrastructure remain secure and that our facdliied infrastructure are perceived by the markegpdend our customers to be secure. Despite
the implementation of security measures, our itfuasure may be vulnerable to physical break-iesnputer viruses, programming errors,
attacks by third parties or similar disruptive geshs. If we fail to meet our clients’ expectatiorgarding the security of healthcare
information, we could be liable for damages andreputation could be impaired. In addition, patiesre could suffer, and we could be liable
if our systems fail to deliver correct informationa timely manner. Our insurance may not protscirom this risk.

If compliance with healthcare regulations becomesstly and difficult for our customers or for us, waay not be able to grow our
business.

Participants in the healthcare industry are sultfeektensive and frequently changing regulatiamen numerous laws administered by
governmental entities at the federal, state anal lewvels, some of which are, and others of whicytne, applicable to our business. In
response to perceived increases in health care icostcent years, Congress recently passed tezakthreform legislation that President Ob:
signed into law in March 2010. The enacted legmtacontains many provisions designed to gendheteevenues necessary to fund the
coverage expansions. The most relevant of thesagns are those that impose fees or taxes daicdrealth-related industries, including
medical device manufacturers. Beginning in 20B8hamedical device manufacturer will have to pagerise tax in an amount equal to 2.3
percent of the price for which such manufacturdls $&s medical devices. This tax applies to afidical devices, including our products. Tt
taxes, will result in a significant increase in tag burden on our industry, which could have aemal, negative impact on our results of
operations and our cash flows.

Furthermore, our healthcare provider customersis@subject to a wide variety of laws and regafaithat could affect the nature and
scope of their relationships with us. The healtbeaarket itself is highly regulated and subjeathianging political, economic and regulatory
influences. Regulations implemented pursuantédtbalth Insurance Portability and Accountabilityt AHIPAA), including regulations
affecting the security and privacy of patient hieedire information held by healthcare providers teit business associates may require us to
make significant and unplanned enhancements ofaodtapplications or services, result in delaysamrcellations of orders, or result in the
revocation of endorsement of our products and sesvby healthcare participants. The effect of HAR#d newly enforced regulations on our
business is difficult to predict, and there cambessurance that we will adequately address thiadss risks created by HIPAA and its
implementation or that we will be able to take attage of any resulting business opportunities.
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Extensive and changing government regulation of thealthcare industry may be expensive to complyhveid exposes us to the risk of
substantial government penalties.

In addition to medical device laws and regulationgnerous state and federal healthgatated laws regulate our business, covering
such as:

» storage, transmission and disclosure of medicarinétion and healthcare recor

» prohibitions against the offer, payment or receifptemuneration to induce referrals to entitiesviimg healthcare services
goods or to induce the order, purchase or recomat&mdof our products; ar

» the marketing and advertising of our produ

Complying with these laws and regulations couleékeensive and time-consuming, and could increaseerating costs or reduce or
eliminate certain of our sales and marketing atidigior our revenues.

We face risks related to our international saleaciuding the need to obtain necessary foreign regtalry clearance or approvals.

We currently sell our products in Europe, Asia RecLatin America and Japan and may expand intb@iotountries from time to
time. We do not know whether orthodontists, GR$ @nsumers outside our North American marketadbpt Invisalign in sufficient
numbers or as rapidly as we anticipate. In additiales of our products outside the U.S. areestibp foreign regulatory requirements that
vary widely from country to country. The time réga to obtain clearances or approvals requiredthgr countries may be longer than that
required for FDA clearance or approval, and requésts for such approvals may differ from FDA requients. We may be unable to obtain
regulatory approvals in one or more of the othemtdes in which we do business or in which we daybusiness in the future. We may also
incur significant costs in attempting to obtain andintain foreign regulatory approvals. If we esi@ece delays in receipt of approvals to
market our products outside of the U.S., or if ai¢tb receive these approvals, we may be unahtesatidket our products or enhancements in
international markets in a timely manner, if at all

Our business exposes us to potential product ligpitlaims, and we may incur substantial expensewé are subject to product liability
claims or litigation.

Medical devices involve an inherent risk of prodiigility claims and associated adverse publickye may be held liable if any product
we develop or any product that uses or incorporatgsof our technologies causes injury or is otlesviound unsuitable. Although we intend
to continue to maintain product liability insuraneelequate insurance may not be available on adgeperms, if at all, and may not provide
adequate coverage against potential liabilitiegpréduct liability claim, regardless of its merit@ventual outcome, could result in significant
legal defense costs. These costs would have fibet ef increasing our expenses and diverting memamts attention away from the operat
of our business, and could harm our business.

Historically, the market price for our common stodias been volatile.

The market price of our common stock could be suthigewide price fluctuations in response to vasifactors, many of which are
beyond our control. The factors include:

« quarterly variations in our results of operationd &quidity;

« changes in recommendations by the investment contynemin their estimates of our revenues or opegatesults;
* speculation in the press or investment communityceming our business and results of operati

» strategic actions by our competitors, such as manouncements or acquisitio
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« announcements of technological innovations or nemdycts by us, our customers or competitors;
» general economic market conditio

In addition, the stock market in general, and ttaekmt for technology and medical device compamigsarticular, have experienced
extreme price and volume fluctuations that haverofieen unrelated to or disproportionate to theating performance of those
companies. These broad market and industry fantagsseriously harm the market price of our commtock, regardless of our operating
performance. Historically, class action litigatigrmoften brought against an issuing company falhaweriods of volatility in the market price
of a company’s securities. A securities classoacsuit was filed against us on behalf of all pessor entities who purchased our common
stock between January 30, 2007 and October 24, 200#le we believe the lawsuit is without meritdaintend to vigorously defend ourselves,
we could incur substantial legal fees, and our rgameent’s attention and resources may be diverted @perating our business in order to
respond to the litigation.

Future sales of significant amounts of our commotosk may depress our stock price.

A large percentage of our outstanding common si®ckrrently owned by a small number of significatdckholders. These
stockholders have sold in the past, and may séfidriuture, large amounts of common stock ovettiredly short periods of time. Sales of
substantial amounts of our common stock in theipubbrket by our existing stockholders may adveraéfect the market price of our
common stock. Such sales could create public pgaceof difficulties or problems with our businesmsd may depress our stock price.

Changes in, or interpretations of, accounting rulesd regulations, could result in unfavorable accoting charges.

We prepare our consolidated financial statementsirformity with accounting principles generallycapted in the United States of
America. These principles are subject to integireh by the SEC and various bodies formed to jimegrand create appropriate accounting
policies. A change in these policies can havgaifitant effect on our reported results and magresetroactively affect previously reported
transactions. Our accounting policies that regemive been or may be affected by changes in tth@uating rules are as follows:

e revenue recognitior

» accounting for sha-based payment
* leases; an

e accounting for income taxe

If we fail to manage our exposure to global finaradiand securities market risk successfully, our epgng results and financial
statements could be materially impacted.

The primary objective of most of our investmeni\aties is to preserve principal. To achieve thiective, a majority of our marketable
investments are investment grade, liquid, shortrtixed-income securities and money market instmtsdenominated in U.S. dollars. If the
carrying value of our investments exceeds theviaine, and the decline in fair value is deemedetother-than-temporary, we will be required
to write down the value of our investments, whioluld materially harm our results of operations &indncial condition. Moreover, the
performance of certain securities in our investnmntfolio correlates with the credit conditiontoe U.S. financial sector. In an current
unstable credit environment, we might incur sigrfit realized, unrealized or impairment lossesa@atam with these investments.

We have adopted a shareholders rights’ plan to littie possibility that we are acquired, which mayan that a transaction that
shareholders are in favor of or are benefited by yriae prevented.

Our board of directors has the authority to isgn¢ou5,000,000 shares of preferred stock and teraée the rights, preferences,
privileges and restrictions of such shares wittanyt further vote or action by our
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shareholders. To date, our board of directorgdeagynated 200,000 shares as Series A participptafgrred stock in connection with our
shareholder rights’ plan. The issuance of prefesteck under certain circumstances could haveftfieet of delaying or preventing an
acquisition of Align or otherwise adversely affegtithe rights of the holders of our stock. Thershalder rights’ plan may have the effect of
rendering more difficult or discouraging an acaiiosi of our company which is deemed undesirablelnyboard of directors. The shareholder
rights’ plan may cause substantial dilution to espe or group attempting to acquire us on terma armanner not approved by our board of
directors, except pursuant to an offer conditiooedhe negation, purchase or redemption of thegigisued under the shareholder rights’ plan.

Our effective tax rate may vary significantly froperiod to period.

Various internal and external factors may have fable or unfavorable effects on our future effextiax rate. These factors include, but
are not limited to, changes in tax laws, regulaiand/or rates, changing interpretations of exdstéx laws or regulations, the future levels of
tax benefits of stock option deductions relatingnmentive stock options and employee stock purelpdsns and changes in overall levels of
pretax earnings. In June 2009, the Costa Ricadtinof Foreign Trade, an agency of the Governméftosta Rica, granted a twelve year
extension of the tax incentives which were previpgsanted in 2002. Under these incentives, athefincome we earn in Costa Rica during
these twelve year incentive periods is subjecetluced rates of Costa Rica income tax. The inoemaix rates will expire in various years
beginning in 2017. The Costa Rica corporate inctareate that would apply, absent the incentii@80% for 2010. As a result of these
incentives, income taxes were reduced by $12.7amilh 2010. In order to receive the benefit af thcentives, we must hire specified
numbers of employees and maintain minimum levefixefl asset investment in Costa Rica. If we dofulfill these conditions for any reas:
our incentive could lapse and our income in Costa Rould be subject to taxation at higher ratdsictvcould have a negative impact on our
operating results.

ITEM 1B. UNRESOLVED STAFF COMMENTS
None.
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ITEM 2. PROPERTIES

We occupy approximately four facilities with a totéfice and manufacturing area of over 276,000esqueet of leased properties. At
December 31, 2010, these facilities were occupsefbliows:

Location Property / Approximate Size Use Expiration of lease
San Jose, Californi Buildings/129,000 sq. fes Leased office for headquarters, resei  September 201
& development, administrative
personne
San Jose, Costa Rica Building/63,000 sq. feet Leased office for administrative September 2013

personnel, manufacturing personnel,
and customer cal

Juarez, Mexicc Building/68,000 sq. fee Leased manufacturing and office July 2013
manufacturing and administrative
personne
Amsterdam, Netherlands Building/16,000 sqg. feet  Leased office for European headqua June 2012

and administrative personr

We believe that our existing facilities are adeguatmeet current requirements and that additionaubstitute space will be available as
needed to accommodate any expansion of operatlarader to meet the demands from expected vollandscontinued international
expansion, we intend to add a new aligner fabooaficility outside of North America by the endaffll.

ITEM 3. LEGAL PROCEEDINGS
Weber

On May 18, 2007, Debra A.Weber filed a consumeshction lawsuit against us, OrthoClear, Inc. @rittoClear Holdings, Inc. (d/b/a
OrthoClear, Inc.) in Syracuse, New York, U.S. Didt€Court. The complaint alleges two causes dbacagainst the OrthoClear defendants
one cause of action against us for breach of cantrBhe cause of action against us titled “Breafchhird Party Benefit Contract” references
our agreement to make Invisalign treatment avalablOrthoClear patients, alleging that we failemlprovide the promised treatment to
Plaintiff or any of the class members.” On Jun2@®,0, the Court granted our motion for summary jndgt and dismissed us from the action.

On June 29, 2010, Weber requested that the Cotent #mal judgment as to Align pursuant to Fed&ale of Civil Procedure 54(b) in
order to certify Align’s dismissal for immediatepgal. We filed an opposition to Weber’s requesialy 19, 2010, on the grounds that Weber
failed to show that exceptional circumstances waetthe entry of a final judgment where fewer thirelaims or parties had been
dismissed. On August 20, 2010, the Court denietdée motion. On October 29, 2010, the Court dismiskedaction against OrthoClear &
OrthoClear Holdings Inc. with prejudice at theuest of the remaining parties pursuant to a settemThe Stipulation and Order of Dismis
with Prejudice entered by the Court provides thatgettlement and dismissal does not affect amysig/eber may have to appeal dismissal of
the action as against us.

Leiszler

On May 10, 2010, Christopher J. Leiszler filed anptaint against us in the United States DistricuCdor the Northern District of
California. The complaint alleges that we impleteenunfair and fraudulent
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requirements for the prescription of Invisalignaihgh the Invisalign Proficiency Requirements. dnuary 2010 Dr. Leiszler’s Invisalign
provider status was suspended for failing to meefRroficiency Requirements. Dr. Leiszler suedbehnalf of himself and all others similarly
situated. The complaint seeks a refund of theegad to us for Invisalign training. On Octob&; 2010, we entered into a memorandum of
understanding to resolve this litigation, and orvé&laber 30, 2010, we executed a formal StipulatioBettlement which must be approved by
the Court. On December 23, 2010, the Court grapteliminary approval of the proposed settleméltie Court has scheduled a hearing in
April 2011 to determine whether to grant final apl of the proposed settlement. Under terms efttoposed settlement, class members can
be reinstated to prescribe Invisalign treatmenteumértain circumstances (the “Reinstatement B&hefCertain class members will have the
option to elect a cash remedy instead of the Ratieistent Benefit. Pursuant to the proposed settiermeJanuary 2011, we deposited
approximately $8.0 million into an escrow accounpay eligible class members who elect the casledgnas well as legal fees and other
costs. We recorded a total litigation settlemérarge of $4.5 million during 2010 for our estimaliadbility related to this settlement. We will
continue to assess and evaluate the matter wittegal counsel and update the estimated settleahemye as appropriate as new information
becomes available.

Securities Litigation

In August 2009, Plaintiff Charles Wozniak filedaaisuit against us and our Chief Executive Offiaeat Rresident, Thomas M. Prescott
(“Mr. Prescott”), in District Court for the NorthemDistrict of California on behalf of a claimed staconsisting of all persons or entities who
purchased our common stock of between January(Q®0, @nd October 24, 2007. The complaint allegasAlign and Mr. Prescott violated
Section 10(b) of the Securities Exchange Act 0f4l88d that Mr. Prescott violated Section 20(ahef$ecurities Exchange Act of
1934. Specifically, the complaint alleges thatinigithe class period we failed to disclose thathae shifted the focus of our sales force to
clearing backlog, causing a significant decreagaémumber of new case starts. On November 13,28e Court appointed Plumbers and
Pipefitters National Pension Fund as lead plainfifhe lead plaintiff filed an amended complaintlamuary 29, 2010. The amended complaint
alleges that we and Mr. Prescott issued a numbgurgiortedly false and misleading statements througthe class period concerning the
Patients First program, our production capacifyuaorted backlog, and the focus of our sales fof@a March 26, 2010, we and Mr. Prescott
filed a motion to dismiss the amended complairtie otion was heard by the Court on July 9, 201Dtha Court has not yet released a ruling
on the motion. We believe the lawsuit to be withmerit and intend to vigorously defend ourselves.

Litigating claims of the types discussed in thiswdal Report on Form 10-K, whether or not ultimatggtermined in our favor or settled
by us, is costly and diverts the efforts and aitendf our management and technical personnel filormal business operations. Any of these
results from litigation could adversely affect sasults of operations and stock price. From timgne, we have received, and may again
receive, letters from third parties drawing oueation to their patent rights. While we do notiéet that we infringe any such rights that have
been brought to our attention, there may be otr@emertinent proprietary rights of which we aregamtly unaware.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
There were no matters submitted to a vote of sgcholders during the fourth quarter of 2010.
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PART Il
ITEM5. MARKET FOR REGISTRANT 'S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND IS SUER
PURCHASES OF EQUITY SECURITIES
Price Range of Common Stock

Our common stock is quoted on the NASDAQ Globak&eMarket under the symbol “ALGN.” The followinglile sets forth the range
of high and low per share sales prices as repéoteghaich period indicated:

High Low

Year Ended December 31, 20:

Fourth quarte $21.4( $16.2¢
Third quartel $19.9¢ $13.9(
Second quarte $20.5¢ $13.1¢
First quarte $20.0( $16.11
Year Ended December 31, 20(

Fourth quarte $18.8¢ $14.1¢
Third quartel $14.91 $ 9.1
Second quarte $12.91 $ 7.62
First quarte! $ 9.67 $ 6.1C

On February 18, 2011, the closing price of our camstock on the NASDAQ Global Market was $20.79giare. As of January 31,
2011 there were approximately 167 holders of recdmlr common stock. Because the majority ofshares of outstanding common stock is
held by brokers and other institutions on behaltotkholders, we are unable to estimate the totaber of stockholders represented by these
record holders.

We have never declared or paid any cash dividendsiocommon stock. We currently intend to retaiy future earnings to fund the
development and growth of our business and domtatipate paying any cash dividends in the forelsksefuture. Our credit facility contains
certain restrictive loan covenants, including riestns on our ability to pay dividends. Sléem 7 “Management’s Discussion and Analysis of
Financial Condition and Results of Operati—Liquidity and Capital Resources”.

Performance Graph

Notwithstanding any statement to the contrary ig ahour previous or future filings with the SE@e following information relating to
the price performance of our common stock shallbeotleemed “filed” with the SEC or “Soliciting Matal” under the Securities Exchange
Act of 1934, as amended, or subject to Regulatihdr 14C, or to liabilities of Section 18 of thedhange Act except to the extent
specifically request that such information be teghas soliciting material or to the extent we sfieaily incorporate this information by
reference.

36



Table of Contents

COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN

The following graph compares the cumulative totatkholder return on our common stock with thathef NASDAQ Stock Market US
Index, a broad market index published by the Natidssociation of Securities Dealers, Inc., S&PA8dmposite Health Care Equipment &
Supplies Index. The comparison for each of théopsrassumes that $100 was invested on Januaf0%,i& our common stock, the stocks in
the NASDAQ Stock Market US Index, and the S&P Indend that all dividends were reinvested.

COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN*
Among Align Technology, Inc., the NASDAQ Composdlitelex
and the S&P 1500 Composite Health Care Equipme8ugplies
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* $100 invested on 12/31/05 in stock or index, inzlgdeinvestment of dividend
Fiscal year ending December 31.
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ITEM 6. SELECTED CONSOLIDATED FINANCIAL DATA

The following tables set forth the selected comzdbid financial data for each of the years in ie-year period ended December 31,
2010. The selected consolidated financial datpified in its entirety and should be read injootion with the Consolidated Financial
Statements and related Notes thereto set fortragag61 to 89 andanagement’s Discussion and Analysis of Financahdition and Results
of Operationsdeginning on page 40. We have derived the stateafeperations data for the years ended Decemhe2®L0, 2009 and 2008
and the balance sheet data as of December 31,a2011P009 from the consolidated audited financeteshents included elsewhere in this
Annual Report on Form 10-K. The statement of ofi@na data for the years ended December 31, 2002@@6 and the balance sheet data as
of December 31, 2008, 2007 and 2006 were derivad the consolidated audited financial statemerasate not included in this Annual
Report on Form 10-K.

SELECTED CONSOLIDATED FINANCIAL DATA
(in thousands, except per share data)

Years Ended December 31

2010 2009 2008 2007 2006
Consolidated Statement of Operations Date
Net revenues(1 $387,12t $312,33! $303,97¢ $284,33: $206,35¢
Gross profit(2 $303,41° $233,49. $225,12¢ $209,29° $141,57¢
Profit (loss) from operations(: 102,73: (34,012 15,51« 33,85¢ (37,53¢)
Other income (expense), r (737) 11¢ 1,562 3,09t 3,401
Net profit (loss) before provision for (benefit i) income taxes(: 102,00 (33,899 17,07¢ 36,95( (34,139
Provision for (benefit from) income tax 27,75( (2,624) (62,91 1,22¢ 82¢
Net profit (loss)(3! $ 74,25: $(31,269) $ 79,98° $ 35,72« $(34,967)
Net profit (loss) per shal
Basic $ 0.9¢ $ (0.4% $ 1.2 $ 0.5¢ $ (0.59
Diluted $ 0.9t $ (0.4%) $ 1.1¢ $ 0.5C $ (0.55)
Shares used in computing net profit (loss) perest
Basic 75,82¢ 69,09/ 66,81: 67,17¢ 63,24¢
Diluted 78,08( 69,09 68,06« 71,444 63,24¢
December 31

2010 2009 2008 2007 2006
Consolidated Balance Sheet Date
Working capital(4, $295,63° $180,05¢ $117,33! $123,05¢ $ 40,30¢
Total asset 476,94 355,24( 279,34: 222,76: 151,55t
Total lon¢-term liabilities 6,222 961 22¢ 14¢ 21¢
Stockholder’ equity $377,74 $273,03¢ $218,54( $161,15¢ $ 83,55¢

(1) Netrevenues for the year ended December 31, 2@l@des a $14.3 million release of previously def@revenue for Invisalign Tet
replacement aligner

(2) Gross profit for the year ended December 31, 20102809 included amortization of prepaid royalté€$0.8 million and $6.2 million
respectively, related to the litigation settlemeith Ormco. In addition, 2010 gross profit alsclirded the $14.3 million release of
previously deferred revenue for Invisalign Teerlaepment aligner:
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(3) Profit (loss) from operations, net profit befor@yision for (benefit from) income taxes, and netfpr(loss) included

$14.3 million release of previously deferred revefardnvisalign Teen replacement aligners in 2082eNote 1“ Summary o
Significant Accounting Polici” in the Notes to our Consolidated Financial Statets.

$0.8 million and $6.2 million of amortization of graid royalties related to the litigation settlemaith Ormco in 2010 and 200
respectively. SeNote 6" Litigation Settlement” in the Notes to our Consolidated Financial Statetss

$4.5 million related to the class action litigatieettlement with Leiszler in 2010. SHete 6 “Litigation Settlementsin the Notes
to our Consolidated Financial Statemer

$8.7 million related to an insurance settlement @avéisputed coverage under our general liabilibptella that was not previously
reimbursed by our insurer related to the OrthoCliigation in 2010. Seélote 6 “Litigation Settlementsin the Notes to our
Consolidated Financial Statemen

Litigation settlement charge of $69.7 million reldtto Ormco in 2009. Sédpte 6 “Litigation Settlementsin the Notes to our
Consolidated Financial Statemen

Restructuring charges of $1.3 million and $6.2 ionllin 2009 and 2008, respectively. $émte 18 “Restructurings” in the Notes to
our Consolidated Financial Statemer

$64.6 million benefit to income taxes as a resuthefrelease of a tax valuation allowance on mbstindeferred tax assets
2008. SedNote 13 Income Taxe” , in the Notes to our Consolidated Financial Statets.

$1.8 million credit and $14.3 million charge for tRatients First Program and settlement cost in 2072006, respectivel

(4) Working capital is calculated as the differencensen total current assets and total current ligdssli
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ITEM 7. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS

The following discussion and analysis of our finahcondition and results of operations shoulddertogether with “Selected
Consolidated Financial Data” and our consolidatedrfcial statements and related notes includedaviise in this Annual Report on Form 10-
K.

Overview

We design, manufacture and market the Invisaligtesy, a proprietary method for treating malocclosar the misalignment of
teeth. Invisalign corrects malocclusion using reseof clear, nearly invisible, removable appliemthat gently move teeth to a desired final
position. Because it does not rely on the useeathhor ceramic brackets and wires, Invisalign siggntly reduces the aesthetic and other
limitations associated with metal arch wires arackets, commonly referred to as braces. We redeheUnited States Food and Drug
Administration (“FDA”) clearance to market Invisgii in 1998. The Invisalign system is regulatedi®/FDA as a Class Il medical device.

We distribute the vast majority of our productsedity to our customers: the orthodontist and theega practitioner dentist, or
GP. Orthodontists and GPs must complete an initiasalign training course in order to begin puing the Invisalign treatment solution to
their patients. The Invisalign system is sold iortd America, Europe, Asia Pacific, Latin Americadalapan. We use a distributor model for
the sale of our products in parts of the Asia Radifatin American and EMEA (Europe, Middle Eastakfrica) regions.

Each Invisalign treatment plan is unique to theviaial patient. Our Invisalign Full treatment cists of as many aligners as indicated
by our proprietary ClinCheck software in order thigve the doctors’ treatment goals. Our Invisaklxpress/Lite are lower cost solutions for
less complex orthodontic cases, such as adultseleases, for minor crowding and spacing, or ag-@yrsor to restorative or cosmetic
treatments such as veneers. Invisalign Expressupséo 10 sets of aligners and is sold in theadhitates and Canada. Invisalign Lite use
to 14 sets of aligners and is sold to our inteomati customers. Invisalign Teen is designed totrieespecific needs of the non-adult
comprehensive or teenaged treatment market patigylounger teenagers aged 11 to 15 years. ligtisassist is intended to help newly-
trained and lower volume Invisalign GPs acceletiadeadoption and frequency of use of Invisaligo itfieir practice. Upon completion of an
Invisalign or non-Invisalign treatment, the patiemy be prescribed our traditional retainer prodocbur Vivera retainers, a clear aligner set
designed for ongoing retention. Our goal is talelsh Invisalign as the standard method for trepthalocclusion ultimately driving increased
product adoption by dental professionals by foaysin the four key objectives: driving product atidical innovation, enhancing the custon
experience, increasing the effectiveness of consdemand creation and extending Invisalign brandramess and continuing to drive
international growth. Each of these four key otijes is described more fully item I—Business—Business Stratefjgpur 2010 Annual
Report on Form 10-K. As we execute on our busisassegy, we will continue to deliver significatolutions in product features and
functionality, as well as customer facing systems.

In addition to the successful execution of our bess strategy, a number of other factors may affiectesults in 2011 and beyond, the
most important of which are set forth below.

» Joint Development with Cadel On January 10, 2011, we announced an agree¢mgrmtly develop software applications tt
will run on Cadent iTero and iOC scanners for uskvisalign treatment. Cadent is a manufactuf@ddigital scanning solutions
for orthodontics and dentistry. The new applicagiavill optimize case assessment and planningtfiasalign treatment, and bring
valuable digital tools chair-side for Invisalignoprders who use Cadent scanners. A series ofcgijons will be developed over
the next couple of years and we expect the firptiegition to be available by the end of 2011. Befae can bring these new
applications to market, we need to ensure inteadpkty with Cadent scanners for use in Invisaliggatment. We have established
very robust
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standards for scan quality and accuracy to ensapeeific scanning technology can successfullyaepPVS impressions f
Invisalign treatment. We are now in final betagtds validate the Cadent systems, and expectrtowuarce interoperability with
Cadent scanners in the second quarter of Z

» Accelerate product and clinical innovatic In October 2010, we launched Invisalign G3,rtiest significant collection of new
features and innovation in our company history binig virtually every system and product. Signifitanprovements and
enhancements were made in to all our customergagiatems. For instance, the Invisalign Doctoe 8dw consolidates all of a
patient’s Invisalign records and treatment tasketioer in one location for easy access and theCBbok software now includes
drag and drop features, additional clinical tosid a more intuitive interface. In addition, wittetexception of our Vivera retaine
we introduced new and expanded features acrogsroduct line. Engineered to deliver even bettirichl results, the Invisalign
G3 new aligner and software features make it eésiese Invisalign with more complex and challeggiases, including Precision
Cuts designed for use on patients with Class ll@iads Il malocclusion, new SmartForce featuresgieed for increased
predictability of certain tooth movements, and denpmore intuitive software to streamline treatinglanning and review

» Elimination of the Proficiency Progra. In June 2009, we introduced the Invisalignd®iai Proficiency Requirements
(“Proficiency Program”) which mandated that evanyisalign provider in North America submit a minimwmumber of case starts
and complete a minimum number of continuing edoecafiCE") credits. In April 2010, we eliminatedetltase start requirements
and in October 2010 we eliminated the annual CHirements, effectively terminating the ProficieriRsogram. With the
elimination of the minimum case requirements, wg gerience variability in customer activity otke next several quarters as
doctors, especially lower volume doctors, adjugh®selimination of the Proficiency Program reqoiemnts.

* Investments to Increase Manufacturing CapacitWe expect capital expenditures to increase in 2@hpared to 2010 as v
invest in our manufacturing facility in Juarez, Ntexto add incremental capacity. In addition, ider to meet the increased
demands from expected volumes and continued irttena expansion, we expect to open an additioligher fabrication site
outside of North America by the end of 2011. Chitity to plan, construct and equip this additionsnufacturing facility is
subject to significant risk and uncertainty, indhgidelays and cost overruns. If the opening i fcility is significantly delayed
for any reason, or if demand for our product in P@kceeds our current expectations, we may nobleeta fulfill orders timely,
which may negatively impact our financial resultsl @verall busines:

* Number of new doctors traine  In 2010, we trained approximately 3,140 newtdizcin North America, which include
approximately 900 doctors who had their accounpanded as a result of the Proficiency Requiremeatriise end of 2009. In
addition, pursuant to the terms of the proposettese¢nt agreement related to the Leiszler classradescribed above item 3 —
Legal Proceedingin this Annual Report on Form 10-K, approximateB;@00 class members (approximately 14,000 of whawe h
either never submitted a case or submitted justsg prior to June 2008) could be reinstated tacghesinvisalign treatment
following completion of a free 3-hour on-line coersWhile we would like doctors to adopt Invisaligio their practice, we do not
know how many doctors will ultimately seek to banstated to prescribe Invisalign, and of those disctvho do seek to be
reinstated whether they will change their previmvel! of utilization. As a result, we currentlygect that the number of new and
reactivated doctors trained in North America wél ligher in 2011 compared to 2010. As a resuti@fplanned international
release of Invisalign G3 second quarter, we exgettin fewer international doctors in 2011 congakto 2010 since we will scale
back on training until the roll out is comple
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Utilization rates. Our goal is to establish Invisalign as thetiresnt of choice for treating malocclusion ultimgtdtiving
increased product adoption and frequency of usgeloyal professionals, or utilization. Our quastedilization rates for the
previous ten quarters are as follo

Utilization Rates®
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* Utilization rates = # of cases shipped divided lyf #octors cases were shippec

Utilization rates in the fourth quarter of 2010 fbhe North American Ortho and GP channels decresiggittly compared to the third
quarter of 2010. Summer is typically the busiestsen for orthodontists with practices that hal@h percentage of adolescent and teenage
patients, as the percentage of teenaged patieints lnsisalign increases, we expect that fourthrtgrautilization rates, especially in our North
America orthodontist channel will be adversely iiea. North American GP utilization decreased ftbmprior quarter, which may have
reflected a slowdown in patient traffic in our aursier’s offices during the first half of the quartédn a year over year basis, total worldwide
utilization increased, reflecting increased use@sgill customer channels.

Seasonal fluctuatior. Seasonal fluctuations in the number of dodiotkeir offices and available to take appointrsemve
affected, and are likely to continue to affect business. Specifically, our customers often tadeation during the summer months
and therefore tend to start fewer cases, espe®altth American GPs and European doct

In 2010, sequential case growth from second quantre third quarter in the North American Orthiaonel was essentially

flat. With the availability of Invisalign Teen, wman actively compete for a share of teen pati@ntss Summer is typically the
busiest season for orthodontists with practiceshhae a high percentage of adolescent and teqragmts. Many parents want to
get their teens started in treatment before thé stahe school year. We believe that Invisaliggen and the increasing percentage
of teenaged patients using Invisalign helped maddetee historical downward trend we have typicalen for our North American
orthodontic customers during the summer monthghérthird quarter of 2010, we saw a decline inrthmber of cases submitted
well as a decline in the number of submitters inldarth American GP channel which is consistenhwaitir historical trend during
this quarter.

Foreign exchange rate. Although the U.S. dollar is our reporting @mey, a portion of our revenues and profits areegaed ir
foreign currencies. Revenues and profits genefafesiibsidiarie:
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operating outside of the United States are traegdlatto U.S.dollars using exchange rates effeaiwing the respective period a

as a result are affected by changes in exchange. rd¥e have generally accepted the exposure tmage rate movements without
using derivative financial instruments to manags tisk. Therefore, both positive and negative araents in currency exchanges
rates against the U.S. dollar will continue to efffihe reported amount of revenues and profitaimconsolidated financial
statements

Growth of international markets. In October 2010, we announced regulatory apgrtavmarket and sell Invisalign in China and
expect to begin commercial launch in the seconfidi@011. While we do not expect meaningful ravefrom China for several
years, our focused strategy to launch Invisaligkeim major cities of China provides us a large ghoapportunity long ternr

Operating Expense In the first quarter of 2011, we expect opaigxpenses to increase reflecting additional spgrid sales
and marketing with increased focused on the teesagment, commercialization activities for InvigaliG3, continued investment
in our international expansion in both Europe ahih@, and development costs related to the CadémtDevelopment Agreemet

Results of Operations
Comparison of Years Ended December 31, 2010, 20@9 2008:
Net revenues and case volume by channel and product

Invisalign product revenues by channel and othercase revenues, which represents training, retaime ancillary products, for the
years ended December 31, 2010, 2009 and 2008 &olaes (in millions):

Years Ended December 31

Net % Net %

Net revenues 2010 Change Change 2009 Change Change 2008
North America:

Ortho $117.¢ $27.C 29.% $ 90.£ $ 21 2.4% $ 88.:
GP 145.1] 12.Z 9.3% 132.¢ (2.7) (2.C%) 135.F
Total North American Invisalig 262.5 39.2 17.€% 223.2 (0.6) (0.2%) 223.¢
International Invisaligr 90.1 18.1 25.1% 72.C 10.C 16.1% 62.C
Total Invisalign revenue 352.¢ 57.4 19.4% 295.2 9.4 3.2% 285.¢
Teen deferred revenue rele: 14.: 14.: N/A — — N/A —
Other nor-case revenue 20.2 3.1 18.1% 17.1 (1.7) (6.C%) 18.2
Total net revenue $387.1 $74.¢ 24.(%  $312.c $ 8.3 2.7% $304.(

Case volume data which represents Invisalign daipenents by channel, for the years ended Decenthe2@®.0, 2009, and 2008 are as
follows (in thousands):

Years Ended December 31

Net % Net %

Invisalign case volume 2010 Change Change 2009 Change Change 2008

North America:

Ortho 90.: 17.2 23.7% 73.C 24 3.4% 70.€
GP 109.1 9.C 9.(% 100.1 (3.9 (3.3%) 103.t
Total North American Invisalig 199./ 26.% 15.2% 173.1 (2.0 (0.€%) 174.1
International Invisaligr 61.5 14.C 29.5% 47.5 9.6 25.2% 37.¢
Total Invisalign case volurr 260.¢ 40.2 18.2%  220.€ 8.6 4.1% 212.(
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Invisalign revenues by product and other non-caserrues, which represents training, retainer andlany products, for the years ended
December 31, 2010, 2009 and 2008 are as followsilions):

Years Ended December 31

Net % Net %

Net revenues 2010 Change Change 2009 Change Change 2008

Invisalign Full $264.¢ $30.C 12.8%  $234.¢ $(20.7) (8.1%)  $255.f
Invisalign Expres: 34.¢ 5.6 19.2% 29.C 5.5 23.4% 23.t
Invisalign Teen(1 52.¢ 26.€ 103.9% 25.¢ 19.7 317.% 6.2
Invisalign Assis! 14.7 9.2 167.2% 5.E 4.9 816.1% 0.6
Other nor-case revenue 20.2 3.1 18.1% 17.1 (1.0 (6.C%) 18.2
Total net revenue $387.1 $74.¢ 24.(%  $312.% $ 8.3 2.7% $304.(

(1) Netrevenues for the year ended December 31, 2@l@des a $14.3 million release of previously def@revenue for Invisalign Tet
replacement aligners. Excluding the $14.3 millionthe Invisalign Teen replacement aligners, teeepntage change from 2009 to 2010
was approximately 48.69

Case volume data which represents Invisalign daipenents by product, for the years ended Decembe2@L0, 2009, and 2008 are as
follows (in thousands):

Years Ended December 31

Net % Net %
Invisalign case volume 2010 Change Change 2009 Change Change 2008
Invisalign Full 179.7 24.4 15.7%  155.% (17.3) (9.€%) 172.
Invisalign Expres: 37.4 4.4 13.2% 33.C 1.C 3.1% 32.C
Invisalign Teer 28.7 2.8 10.£% 25.¢ 19.1 280.9% 6.8
Invisalign Assis! 15.1 8.7 135.% 6.4 5.€ 700.(% 0.8
Total Invisalign case volum 260.¢ 40.3 18.2%  220.€ 8.€ 4.1%  212.(

Fiscal Year 2010 compared to Fiscal Year 2009

Total net revenues increased in 2010 as compar2d® primarily as a result of worldwide volume wth across all customer
channels. The release of revenue previously dafdar Invisalign Teen replacement aligners indbeond quarter of 2010 contributed an
additional $14.3 million to total net revenues 2a110.

In 2010, North America revenue increased 17.6% @regpto 2009 due to overall case volume growthb02% as well as an increase in
our average selling price. Higher case volumedvagn primarily by the North American orthodontisannel reflecting increased penetration
into the teenage orthodontic market, especiallpwie Invisalign Teen product. Additionally, theeiease also reflects a significant reduction
in our revenue deferral rate for Teen replacemkgmers and lower discounts and rebates.

Our International Invisalign revenue increased 2oit 2010 compared to 2009 mainly due to 29.5% ¢ndw case volumes across all
products partially offset by a mix shift towards dawer priced products, as well as unfavorableifpm exchange rates.

Invisalign Teen includes up to six replacementradig which may be ordered at any time througheatitnent. Through the second
quarter of 2010, revenue for these replacememeailigwas deferred based on 100 percent of thedhie of the aligners until the replacement
aligners were used or the case completed. Simckatimch of Invisalign Teen over two years agoewaluated the usage experience of the
replacement aligners and determined that thengffigient historical experience to establish anreated usage rate. As a result, in June 2010,
we reduced deferred revenue for Invisalign Teefaogment aligners by $14.3 million to reflect thevér estimated usage for in-process cases.
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Other nonease revenues, consisting of training fees and sdilancillary products, were higher in 2010 conegaio 2009 primarily due
increased sales of our Vivera and retainer products

Fiscal Year 2009 compared to Fiscal Year 2008

Total net revenues increased in 2009 compared@8 pfimarily as a result of revenue growth in cutetnational and North American
orthodontic channels and partially offset by aldligecline in North American GP revenues.

Overall, 2009 North American Invisalign revenueseveomparable to 2008 and reflect a full year impé@roduct mix shifting from
Invisalign Full towards Invisalign Teen and Invigal Assist, both of which have higher amounts déded revenue than Invisalign
Full. Additionally, 2009 North American revenudsainclude the full year impact of North Americgrice increases that were effective in the
beginning of the year. The North American ortha@mohannel experienced an increase in revenueasel volume primarily driven by the f
year availability of Invisalign Teen. North Amegit GP revenues declined in 2009 compared to 20@8esult of the product mix sh
towards Invisalign Assist combined with an ovesdiljhtly lower case volume.

Our International Invisalign revenues grew in 2@08pared to 2008 as a result of increased Invisdigl case volumes and was
supplemented by a partial year impact of Invisaligen, which was launched in March 2009. Thisdase was offset by unfavorable
exchange rates.

Other revenues, consisting of training fees anelssal ancillary products, were lower in 2009 coneplaio 2008 primarily due to a
decreased number of doctors trained year over year.

Cost of revenues and gross margin (in millions):

Years Ended December 31

2010 Change 2009 Change 2008
Cost of revenue $ 83.7 $ 4.6 $ 78.¢ $ (0. $ 78.C
% of net revenue 21.6% 25.2% 25.%%
Gross profil $303.4 $69.¢ $233.t $ 84 $225.1
Gross margin ¢ 78.2% 74.8% 74.1%

Cost of revenues includes salaries for staff ingdlin the production process, the cost of matenskaging, shipping costs,
depreciation on capital equipment used in the petidn process, training costs and stock-based cosgti®on expense. Through April 2009,
cost of revenues also included the cost of oudtharty shelter service provider in Juarez, Mexico.

Gross margin improved in 2010 compared to 2009 amilgndue to the increase in case volume whichltedun higher cost absorption
and reduced cost per case. Additionally, the gnusgyin for 2010 was favorably impacted by theasteof teen deferred revenue of $14.3
million during 2010.

Gross margin improved slightly in 2009 compare@@68 primarily due to an increase in case volurer our relatively fixed cost
structure, continued improvement in operating @fficies, and the cost savings from the commenceaietitect fabrication of our
aligners. These efficiencies were partially offsgi$6.2 million of royalty costs resulting frometl®rmco litigation settlement.

Sales and marketing (in millions):

Years Ended December 31

2010 Change 2009 Change 2008
Sales and marketir $114.( $ 15 $112.5 $ (2.6) $115.1
% of net revenue 29.5% 36.(% 37.%
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Sales and marketing expense includes sales foropamsation (including travel-related costs), mankgpersonnel-related costs, media
and advertising, clinical education, product mariggaind stock-based compensation expense.

Sales and marketing expense increased in 2010 cethfm2009 primarily due to increases in mediagediking, travel and entertainm
costs of $2.5 million and higher facility informati technology costs of approximately $1.8 milliaimyarily associated with the preparation
and transition into our new building. These cogtse partially offset by approximately $1.6 millioficlinical education costs that were
included in gross margin during the first threertgrs in 2010 as a result of the Proficiency Proges well as lower sales commission
expenses of approximately $1.3 million.

Sales and marketing expense decreased during 2008aced to 2008 due to a $4.8 million reductionammission-related costs as a
result of the restructuring plans implemented i028@s well as lower marketing, media and clinicalation expenses of $1.5 million
associated with our 2008 product launches. Thests evere partially offset by higher sales commisgixpenses of $4.3 million.

General and administrative (in millions):

Years Ended December 31,

2010 Change 2009 Change 2008
General and administratiy $64.¢ $ 3.1 $61.7 $ (0.5 $62.2
% of net revenue 16.7% 19.£€% 20.5%

General and administrative expense includes salfofeadministrative personnel, outside consuliiagrices, legal expenses and stock-
based compensation expense.

General and administrative expense for 2010 inestasmpared to 2009 primarily due to higher paymelhted and credit card process
costs of approximately $1.8 million as well as kglegal, accounting and consulting fees of appnaxély $1.0 million.

General and administrative expense decreasedlglining 2009 compared to 2008 primarily due teéo outside services relating to
legal fees of $2.5 million. These costs were pHytioffset by higher payroll-related costs.

Research and development (in millions):

Years Ended December 31,

2010 Change 2009 Change 2008
Research and developm $26.C $ 3.7 $22.3 $ (3.9 $26.2
% of net revenue 6.7% 7.1% 8.6%

Research and development expense includes thenpets@lated costs and outside consulting expessssciated with the research and
development of new products and enhancements stirexiproducts, conducting clinical and post-marigetrials and stock-based
compensation expense.

Research and development expense increased incd@ifared to 2009 primarily due to higher payroléted costs of approximately
$2.2 million as a result of an increased headcouB010 and higher facility and information techogy costs of approximately $0.9 million
primarily associated with the transition to our newilding.
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Research and development expense decrease in @0@2ued to 2008 primarily due to lower payroll-tethexpenses of approximately
$2.4 million as well as lower outside consultingperses of approximately $1.0 million.

Restructurings (in millions):

Years Ended December 31

2010 Change 2009 Change 2008
Restructuring: $— $(1.3 $1.3 $(49 $6.2
% of net revenue 0.4% 2.1%

During 2008, we announced restructuring plans in dod October to increase efficiencies acrosstiganization and with the
expectation of lowering the overall cost structbyeapproximately $3.5 million per quarter. In J@Q08, we implemented a restructuring plan
to reduce our full time headcount by 67 employeekiding a phased-consolidation of order acquisiiperations from our then corporate
headquarters in Santa Clara, California to JuaMexico, which was completed by the end of 2008e Trctober restructuring plan included a
total reduction of 111 full time headcount in Sa@tara, California by July 2009 when we moved austomer care, accounts receivable, credit
and collections, and customer event registratigamizations in Santa Clara, California to our exgsfacilities in Costa Rica.

We incurred approximately $1.3 million during 208cost related to severance and termination benefhere in 2008, we incurred
approximately $6.2 million in restructuring expessieat included $0.7 million related to the accaien of stock option vesting and
$5.5 million related to severance and terminatiendfits. There was no restructuring activity dgr2910.

Litigation settlement (in millions):

Years Ended December 31

2010 Change 2009 Change 2008
Litigation settlemen $4.5 $(65.2)  $69.7 $69.7 $—
% of net revenue 1.2% 22.% 0.0%

Ormco

In August 16, 2009, we entered into a litigatiottlsenent with Ormco valued at $76.7 million whiclasvcomprised of a cash payment of
$13.2 million and a stock issuance of approximafe8/million shares of common stock. We recognidedlitigation settlement of $69.7
million in our operating expenses. The remainidd$nillion was recorded to prepaid expenses, dElwi6.2 million was amortized to cost
sales based on case shipments during 2009 andriddh during the first quarter of 2010.

Leiszler

On October 19, 2010, we entered into a memorandumderstanding to resolve a complaint filed by Deiszler. As a result, we
recorded a total litigation settlement charge ab$illion in 2010 for settlement costs. S¢ete 6 “Litigation Settlements” in the Notes to our
Consolidated Financial Statemeriits additional information about the settlementaaotting.

Insurance settlement (in millions):
Years Ended December 31,
2010 Change 2009 Change 2008
Insurance settleme $8.7) $@B7 $— $— $—
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In June 2010, we received an $8.7 million insuresetdement over a disputed coverage under ourgkliebility umbrella that was not
previously reimbursed by our insurer related to@mthoClear litigation.

Interest and other income (expense), net (in nmi#f)o

Years Ended December 31

2010 Change 2009 Change 2008
Interest incom $0.€ $— $0.€ $(25 $3.1
Interest (expense — 0.1 (0.7 (0.7 —
Other income (expense), r (1.3 (0.9 (0.9 1.1 (1.5)
Total interest and other income (expense) $0.7 $(0.8 $01 $(1.E) $1€

Interest and other income (expense), net, inclotFaést income earned on cash balances, inteneshse, foreign currency translation
gains and losses and other miscellaneous charges.

Interest income and interest expense in 2010 wasistent with 2009. Other expense, net, increas2610 compared to 2009 by $0.9
million reflecting increases in foreign exchangsskes during 2010.

Interest income in 2009 decreased by $2.5 milliemgared to 2008 primarily due to lower returns aniavestments. Interest rates for
investments throughout the marketplace were lowertd the low Federal Funds Rate during 2009. G#kpense, net, decreased in 2009
compared to 2008 reflecting increases in foreigrharge gains during 2009.

Provision for (benefit from) income taxes (in mitlg):

Years Ended December 31
2010 Change 2009 Change 2008

Provision for (benefit from) income tax $27.¢ $30.4 $(2.€) $60.4 $(63.0)

We recorded an income tax provision of $27.8 millior 2010 and income tax benefits of $2.6 millaad $63.0 million for 2009 and
2008, respectively. These represented effectiveatzs of 27.2%, 7.7%, and (368.4%) in 2010, 2809 2008, respectively. Our income tax
provision is based upon our operating results &mhdaxable jurisdiction in which we operate areldmount of statutory tax that we incur in
each jurisdiction.

We exercised significant judgment in regards tavestes of future market growth, forecasted earnamygs projected taxable income, in
determining the provision for income taxes, andpfiarposes of assessing our ability to utilize antyrfe benefit from deferred tax assets. At
December 31, 2008, based on an evaluation of thaidalle positive and negative evidence, we detegththat most of our deferred tax assets
would be realized with the exception of certainitaposs and foreign net operating loss carryfaxga In making that determination, we
considered the historical and projected pretaxatpey profit, excluding stockased compensation, as well as the cyclical natuoar busines
and the uncertainty as to the impact of new protlugiches. Specifically, at December 31, 2008¢cearesidered the following positive
evidence:

« cumulative seven quarters of pretax operating faofity plus permanent itern
» the thel-projected pretax book income for 2009 and beyomgssting that deferred tax assets will be utili

We also considered the following negative evidence:
* history of operating losses in 2006 and prior t062
» cyclical nature of the business and price volst
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We believed that the positive evidence is of sigfit quality and quantity to overcome the negagivielence and as a result, we released
our tax valuation allowance of $64.6 million in tleairth quarter of 2008. The remaining valuatilowance of approximately $6.1 million is
related to capital loss and foreign net operatirss lcarryforwards as of December 31, 2010 becaasmmnot forecast sufficient future capital
gains or foreign source income to realize theserded tax assets. These net operating loss cangfds will result in an income tax benefit if
and when we conclude it is more likely than not tha related deferred tax assets will be realized.

The California 2009-2010 budget legislation inclddee ability to elect to apply a single salesdaepportionment for years beginning
after January 1, 2011. As a result of our antteipaelection of the single sales factor, we araired to re-measure our deferred taxes taking
into account the expected California tax rate utklerelective single sales factor. We have detggththat by electing a single sales factor
apportionment, our deferred tax assets decreasagrpximately $1.2 million (net of federal bengfiOf the $1.2 million tax impact, $0.6
million was recorded as a discrete item in 2009 thed-emaining $0.6 million was recorded as a ditgcitem in 2010.

At December 31, 2010, we had federal net operddisg carryforwards of approximately $134.5 millierhich, if not used, will begin to
expire in 2020. These net operating loss carryénds are subject to an annual limitation underhateRevenue Code § 382, but are expected
to be fully realized. Furthermore, we have Catifarnet operating loss carryforwards of approxinyedé7.6 million, which, if not used, will
begin to expire in 2013. At December 31, 2010hae research credit carryforwards of approximasdly million for federal purposes and
$3.8 million for California state tax purposes.nét utilized, the federal credit carryforwardsMaégin to expire in 2017. The California state
credit can be carried forward indefinitely.

Financial Accounting Standard Board (“FASB”) Accting Standard Codification (“ASC”) 718 prohibitscegnition of a deferred
income tax asset for excess tax benefits due tk stption exercises that have not yet been reatizedigh a reduction in income taxes
payable. Such unrecognized deferred tax benefiteid $9.3 million as of December 31, 2010 andlvélaccounted for as a credit to
additional paid-in capital, if and when realizedotlgh a reduction in income taxes payable.

We have not provided additional U.S. income taxesindistributed earnings from non-U.S. operatassf December 31, 2010 becat
such earnings are intended to be reinvested irtifiroutside of the United States.

Liquidity and Capital Resources

We fund our operations from product sales and tbeqeds from the sale of our common stock. Asexddinber 31, 2010, 2009 and
2008, we had the following cash and cash equivsalemd short-term and long-term investments (inishads):

Years Ended December 31

2010 2009 2008
Cash and cash equivale $294,66: $166,48 $ 87,10(
Shor-term investment 8,61 19,97¢ 23,06¢
Long-term investment 9,08¢ — —

Total $312,36¢ $186,46! $110,16¢
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Cash flowgin thousands):

Years Ended December 31

2010 2009 2008
Net cash flow provided by (used i

Operating activitie! $129,52¢ $74,16¢ $ 39,74¢

Investing activities (15,920 (1,556 (2,055

Financing activitie: 14,707 6,837 (40,35%)

Effects of exchange rate changes on cash and gashatents (139 (59 (359

Net increase (decrease) in cash and cash equis $128,17 $79,381 $ (2,019

Operating Activities

For the year ended December 31, 2010, cash flaws @perations of $129.5 million resulted primafilgm our net income of
approximately $74.3 million and the following reaso

Changes in non-cash activities

Deferred taxes increased by $17.3 million primadilye to the utilization of our deferred tax ass&@eseNote 13 “Income Taxes” in
the Notes to our Consolidated Financial Statemfor additional informatior

Other nor-cash activities including depreciation and amotiirg stocl-based compensation, provision for doubtful accqt
benefits from tax provision for our share-basednpants, and loss on the retirement/disposal of imedfassets resulted in a net
increase of $27.4 millior

Changes in working capital

Accounts receivable increased by $12.2 million thuthe increase in revenues during 2010, reducimgash inflow from operatir
activities.

Accrued and other long-term liabilities increasgdpth9.7 million primarily due to the Leiszler clesstion settlement and an
increase of our income tax payable and other saldsnarketing costs, increasing our cash inflounfaperations

Deferred revenue increased by $2.2 million prinyadlile to higher sales with deferred revenue comptsria 2010, increasing o
cash inflow from operation:

Other working capital comprising of inventoriesgpaid expenses and other assets, and accountdegagahlted in a net increa
of $0.9 million, increasing our cash inflow fromesptions

For the year ended December 31, 2009, cash flaws @perations of $74.2 million resulted primaritgrh the following reasons listed
below offset by our net loss of $31.3 million:

Changes in non-cash activities

Litigation settlement cost and amortization of @igjroyalties increased by $62.7 million due to setlement with Ormco. St
Note 6 Litigation Settlemen” in the Notes to our Consolidated Financial Statetafor additional information

Other non-cash activities including deferred taxiefyreciation and amortization, stock-based congigms provision for doubtful
accounts, excess tax provision for our share-bpagthents, and loss on the retirement/disposal ofixed assets resulted in a net
increase of $26.9 millior
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Changes in working capital

» Deferred revenues increased by $15.5 million réfigdncreases in revenues specifically relateduioTeen product that carriec
higher deferred revenue component, increasing ash mflow from operation:

» Other working capital comprising of accounts reabie, inventory, prepaid expenses and other assmisunts payable, al
accrued liabilities resulted in a net increase@#3$nillion, increasing our cash inflow from opéoat.

For the year ended December 31, 2008, cash flaws @perations of $39.7 million resulted primaritgrh our net income of
approximately $80.0 million and the following reaso

Changes in non-cash activities

» A decrease in deferred taxes as a result of owdhsation allowance release on most of our defeta assets of $64
million. SeeNote 13 Income Taxe” in the Notes to our Consolidated Financial Statetmfor additional information.

» Other non-cash activities including, depreciatiad amortization, stock-based compensation, pravio doubtful accounts, the
acceleration of stock-based compensation, losspairment of fixed assets, excess tax provisiomforsharedased payments, a
benefit on the retirement/disposal of our fixededssesulted in a net increase of $32.7 mill

Changes in working capital

»  Working capital comprising of accounts receivable@entory, prepaid expenses and other assets, aiscpayable, accrue
liabilities, and deferred revenue resulted in adestrease of $8.3 million, reducing our cash inffoem operations

Investing Activities

Net cash used in investing activities was $15.%anilfor the year ended December 31, 2010, prim&dinsisted of approximately $36.4
million for purchases of marketable securities praperty and equipment which was partially offsgtiet maturities of our marketable
securities of $20.6 million. Although we believer@urrent investment portfolio has very littlekrisf impairment, we cannot predict future
market conditions or market liquidity and can pd®/no assurance that our investment portfolio ngithain unimpaired.

Net cash used in investing activities was $1.6iamlfor the year ended December 31, 2009, primanlysisted of approximately
$7.2 million used for the purchase of property agdipment which were patrtially offset by $6.0 noitliof net maturities from marketable
securities.

Net cash used in investing activities was $1.liomlfor the year ended December 31, 2008, primanlysisted of $14.3 million for the
purchase of property and equipment which were gbribffset by $12.9 million of net maturities ofamketable securities.

Financing Activities
Net cash provided by financing activities was $1aillion for the year ended December 31, 2010 prilpaesulting from approximately
$11.8 million in proceeds from the issuance of ammon stock and approximately $4.0 million froncess tax provision from our share-

based arrangements. These proceeds were paofisgt by approximately $1.0 million of taxes p&i our employees’ vesting of restricted
stock units.

Net cash provided by financing activities was $8i8ion for the year ended December 31, 2009, whegulted primarily from
$8.1 million in proceeds from the issuance of mmmon stock. These proceeds were partially offeet the tax benefit excess of shared-
based payments and taxes paid on vesting reststbeld units of $1.1 million.
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Net cash used in financing activities was $40.4iomilfor the year ended December 31, 2008 and texbprimarily from our
$50.1 million stock repurchase including commissiarhich were partially offset by $10.5 million ingeeeds from the issuance of our
common stock, principally from exercises of empkgéock options and purchases under the emplogek gurchase plan.

Net proceeds from the issuance of our common seleked to the exercise of employee stock opti@ve thistorically been a significant
component of our liquidity. However, in 2006, weglan granting restricted stock units (“RSUs”) whighlike stock options, do not generate
cash from exercise. As a result, we will likelyngeate less cash from the proceeds of the salerafammon stock in future periods. In
addition, because RSUs are taxable to the indilsdwhen they vest, the number of shares we isseadh of our executive officers will be net
of applicable withholding taxes which will be pdig us on their behalf. During 2010, 2009, and 2088 paid $1.1 million, $0.5 million, and
$0.5 million of taxes related to RSUs that vestednt) the period for executive officers, respediive

Stock Repurchase

On April 29, 2008, we announced that our Board imé&ors had approved a stock repurchase program tf $50 million. During the
year ended December 31, 2008, we repurchased Higmshares of common stock at an average prickl6f76 per share for an aggrec
purchase price of $50.1 million including commissio As of December 31, 2008, we had completedrcbpses under the stock repurchase
authorization. There were no stock repurchas@91® or 2009.

Line of Credit

On December 14, 2010, we renegotiated and amendezkisting credit facility with Comerica Bank. der this revolving line of credit,
we have $30.0 million of available borrowings wittmaturity date of December 31, 2012. The intewston borrowings will range from
Libor plus 1.5% to 2.0% depending upon the amotisash we maintain at Comerica Bank. This craatitlity requires a quick ratio covenant
and also requires us to maintain a minimum unestticash balance of $10.0 million. Additionailythe event our unrestricted cash depo
is less than $55.0 million, the unused facility #&# increase from 0.050% per quarter to 0.125%qearter. As of December 31, 2010, we
had no outstanding borrowings under this creditifg@and are in compliance with the financial corets.

Contractual Obligations/Off Balance Sheet Arrangemts

The impact that our contractual obligations as e€&mber 31, 2010 are expected to have on our lig@dd cash flows in future periods
is as follows (in thousands):

Payments Due by Perioc

Less thar More than
1-2 35
Total 1 Year Years Years 5 Years
Operating lease obligatiol $22,83¢ $ 5,59¢ $7,891 $5,02¢ $ 4,31¢
Funding of litigation settlement escrow acco $ 7,97¢ $7,97¢ $ — $ — $ —

On January 26, 2010, we entered into an agreemésase new corporate headquarters of approximagfly024 square feet in San Jose,
California. The lease agreement commenced on28n2010 and will continue for an initial term @v&n years and two months. The
agreement for our previous corporate headquaressinta Clara, California, expired on June 30, 2010

As part of the proposed terms related to the Leiszbss action settlement, in January 2011 wesiegbapproximately $8.0 million for
certain class members who elect the cash remedyamescrow account.
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Our contractual obligations table above excludgs@pmately $11.0 million of non-current uncerté@x benefits which are included in
other long-term obligations on our balance sheef &cember 31, 2010. We have not included tmeunt because we cannot make a
reasonably reliable estimate regarding the timihgettlements with taxing authorities, if any.

We expect capital expenditures to increase in 2@Mpared to 2010 as we invest in our manufactuUeniijty in Juarez, Mexico to add
incremental capacity. In addition, in order to ke increased demands from expected volumesamtthaed international expansion, we
expect to open an additional aligner fabricatiage eutside of North America by the end of 2011.

We had no off-balance sheet arrangements as défirReegulation S-K Item 303(a) (4) as of Decemhier2910.

We believe that our current cash and cash equitsatermbined with our existing borrowing capacityl e sufficient to fund our
operations for at least the next 12 months. lfaneeunable to generate adequate operating cash, fleevmay need to seek additional sourc
capital through equity or debt financing, collalitv@ or other arrangements with other companiesk imancing and other sources in order to
realize our objectives and to continue our openatioThere can be no assurance that we will betaldbtain additional debt or equity
financing on terms acceptable to us, or at aladiéquate funds are not available, we may neeake fousiness decisions that could adversely
affect our operating results such as modificatimnsur pricing policy, business structure or opierat. Accordingly, the failure to obtain
sufficient funds on acceptable terms when needaltidave a material adverse effect on our businessjts of operations and financial
condition.

Critical Accounting Policies and Estimates

Management'’s discussion and analysis of our firerzindition and results of operations is basecupo consolidated financial
statements, which have been prepared in accordetitaccounting principles generally accepted i thnited States of America. The
preparation of financial statements requires ounagament to make estimates and judgments that #fieceported amounts of assets and
liabilities, revenues and expenses and disclosatrée date of the financial statements. We evtaloar estimates on an on-going basis,
including those related to revenue recognitiorglsisased compensation and income taxes. We uBerdative pronouncements, historical
experience and other assumptions as the basisakingestimates. Actual results could differ frtmse estimates.

We believe the following critical accounting poéisiand estimates affect our more significant judgmased in the preparation of our
consolidated financial statements.

Revenue Recognition

We recognize revenue when persuasive evidence afrangement exists, delivery has occurred, thresgaice is fixed or determinable,
and collection is probable. Product is consideteld/ered to the customer once it has been shippdditle and risk of loss have been
transferred. Revenues are recognized from praghles, net of discounts and rebates. Service vegarlated to the training of dental
professionals and staff on the Invisalign treatnpentesses are recorded when the services are euhpl

We enter into arrangements that involve multipkeife deliverables. Included in the price of Inligga Full, Invisalign Teen and
Invisalign Assist, we offer case refinement, whigla finishing tool used to adjust a patisriteth to the desired final position. Case refieet
may be elected by the dental professional at ang turing treatment however it is generally ordénetthe last stages of orthodontic
treatment. We use vendor specific objective euvidesf fair value to allocate revenue to the cafieement deliverable and recognize the
residual revenue upon shipment. We defer thevédire of case refinement upon shipment based oaakage factor, which is determined by
sufficient historical experience of case refinemesdge. Actual usage rates could differ from tiseohical breakage factor requiring future
adjustments to revenue.
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Invisalign Teen is delivered in a single shipmerdept for six replacement aligners that are inallidethe price of the product and may
be ordered at any time throughout treatment. Véevesdor specific objective evidence of fair valo@llocate revenue to the replacement
aligners and recognize the residual revenue ugtalishipment. Through the second quarter of 20i® deferred 100 percent of the fair va
for the six replacement aligners. This deferrectneie was subsequently recognized as the replatatigmers were shipped or when the case
was completed. Management evaluated the actugéusfaeplacement aligners since the launch ofhdign Teen over two years ago and
believes that there is sufficient historical evideto establish an estimated usage rate. As #,resiune 2010, we reduced deferred revenue
for Invisalign Teen replacement aligners by $14iffion to reflect the estimated usage for in-praceases and starting in July 2010, we began
deferring the fair value of the replacement aligrgsised on the estimated usage rate. We beliat/éhth estimated usage is reasonable and
appropriate because of the relative stability efltvisalign Teen replacement utilization sincevds first offered. Although we are not
expecting any material changes, we will continuarialyze the usage of replacement aligners andaaijangt the estimated usage rate as
necessary.

The Vivera retainer includes four shipments perryaad revenue is deferred upon the first shipraedtrecognized as each shipment
occurs. For Invisalign Assist, when the progreasking feature is selected, aligners are shippebe dental professional after every nine
stages. For these cases, revenue is deferredthwpdinst staged shipment and will be recognizednughipment of the final staged shipment.

We estimate and record a provision for amountstifrated losses on sales, if any, in the perioti sates occur. Provisions for
discounts and rebates to customers are providdd the same period that the related product satesecorded based upon historical discounts
and rebates.

Stock-based Compensation Expense

We recognize stock-based compensation cost fortbolge shares ultimately expected to vest on @hbtriine basis over the requisite
service period of the award, net of an estimatei@itore rate. We estimate the fair value of stopkions using a Black-Scholes valuation
model, which requires the input of highly subjeetassumptions, including the option’s expected t&noh stock price volatility. In addition,
judgment is also required in estimating the nundfestocl-based awards that are expected to be forfeitedfeifures are estimated based on
historical experience at the time of grant andgedj if necessary, in subsequent periods if aftufgitures differ from those estimates. The
assumptions used in calculating the fair valuehafrs-based payment awards represent managenhest estimates, but these estimates in
inherent uncertainties and the application of managnt’s judgment. As a result, if factors change ae use different assumptions, our stock-
based compensation expense could be materiallreift in the future. Sedote 10 “Stockholders’ Equity” in the Notes to dbonsolidated
Financial Statemenifor additional information.

Long-lived assets, including finite lived purchaséttangible assets

Long-lived assets, including intangible assets rothan goodwill are amortized over their usefueBy unless these lives are determined to
be indefinite. Intangible assets are carried at ¥ss accumulated amortization. We perform graimment test whenever events or changes in
circumstances indicate that the carrying valueushsassets may not be recoverable. Examples bfestemts or circumstances include
significant underperformance relative to historisaprojected future operating results, significelmanges in the manner of use of the acquired
assets or the strategy for its business, signifioagative industry or economic trends, or a sigaift decline in our stock price for a sustained
period. Impairments are recognized based on ffereiice between the fair value of the asset andhitrying value, and fair value is generally
measured based on discounted cash flow analyse¥)0B, management decided to no longer invest intarnally developed software tool
business process management resulting in an agsairment charge of $1.7 million which was recordedeneral and administrative expense
in the fourth quarter of 2008. There were no agspairments during 2010 or 2009.
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Deferred Tax Valuation Allowance

We consider all available evidence, both positivé aegative including historical levels of incomg&pectations and risks associated with
estimates of future taxable income and ongoing gmtiend feasible tax planning strategies in assg$ke need for a valuation allowance. In
the fourth quarter of 2008, with the exception eftain capital loss and foreign net operating kessyforwards, we determined that it was rr
likely than not the deferred tax assets would ladized. Accordingly, we released the tax valuailowance on most of the deferred tax as
and recorded an income tax benefit of $64.6 milfamthe year ended December 31, 2008.

As of December 31, 2010, with the exception ofaiartapital loss and foreign net operating lossytarnwvards, we believed that the
amount of deferred tax assets recorded on our Galsimeet would ultimately be realized. Howeveousth there be a change in our ability to
recover our deferred tax assets, our tax provigionld increase in the period in which we deterniia it is more likely than not that we
cannot recover our deferred tax assets.

Recent Accounting Pronouncements

SeeNote 1“ Summary of Significant Accounting Policies” in tetes to our Consolidated Financial Statememttem 8for a full
description of recent accounting pronouncementdiéiing the expected dates of adoption and estueffects on results of operations and
financial condition, which is incorporated herein.
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ITEM7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

In the normal course of business, we are expos#atémn currency exchange rate and interest islts that could impact our financial
position and results of operations.

Interest Rate Risk

Changes in interest rates could impact our antiegpaterest income on our cash equivalents anesinvents in marketable
securities. Our cash equivalents and investmentfixaed-rate short-term and long-term securitieixed-rate securities may have their fair
market value adversely impacted due to a riseterést rates, and as a result, our future invedtmeame may fall short of expectations du
changes in interest rates or we may suffer logspsimcipal if forced to sell securities which hadexclined in market value due to changes in
interest rates. As of December 31, 2010, we hadoxgmately $17.7 million invested in available-fesle marketable securities. Animmec
10% increase in interest rates would not have amahfidverse impact on our future operating resattd cash flows.

We do not have interest bearing liabilities as eE@mber 31, 2010 and therefore, we are not sulgeistks from immediate interest rate
decreases.

Currency Rate Risk

We operate in North America, Europe, Asia-Pacifiosta Rica and Japan. As a result of our intesnatibusiness activities, our
financial results could be affected by factors saslthanges in foreign currency exchange ratesomoenic conditions in foreign markets, and
there is no assurance that exchange rate fluchsatidll not harm our business in the future. Wk @er products in the local currency for the
respective countries. This provides some natwedgng because most of the subsidiaries’ operatkpgnses are denominated in their local
currencies as discussed further below. Regardletbés natural hedging, our results of operatioves/ be adversely impacted by the exchange
rate fluctuation. Although we will continue to mtmr our exposure to currency fluctuations, anderehappropriate, may use financial hedging
techniques in the future to minimize the effecthefse fluctuations, we are not currently engagezhinfinancial hedging transactions. The
impact of an aggregate decline of 10% in foreigmency exchange rates relative to the U.S. dolfeour results of operations and financial
position could be material.
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ITEM8. CONSOLIDATED FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
Quarterly Results of Operations

Three Months Ended

2010 2009

31-Dec 30-Sep 30-Jun 31-Mar 31-Dec 30-Sep 30-Jun 31-Mar

(in thousands, except per share date
(unaudited)

Net revenues(1 $92,89: $95,947 $108,19¢ $90,09( $86,61¢ $79,26¢ $76,31¢ $70,13:
Gross profit(2) 71,75¢ 74,93 87,01¢ 69,71( 63,80¢ 59,00: 57,97¢ 52,701
Profit (loss) from operations(: 14,77( 21,92 45,34« 20,691 14,64 (60,199 6,25: 5,28¢
Net profit (loss)(3; $ 9,90t $16,81F $ 32,600 $14,93( $11,49: $(49,94) $ 454F $ 2,63¢
Net profit per share
Basic $ 01 $ 02z $ 04 $ 02 $ 01t $ (0729 $ 0.07 $ 0.04
Diluted $ 01 $ 02z $ 04z $ 01¢ $ 01t $ (072 $ 0.07 $ 0.04
Shares used in computing net profit per sk
Basic 76,33: 76,08! 75,70% 75,16¢ 74,48 69,52¢ 66,28¢ 65,98:
Diluted 78,72¢ 78,10¢ 77,60° 77,597 76,83! 69,52¢ 67,37 66,44

(1) Netrevenues for June 2010 included a $14.3 mili@ease of previously deferred revenue for Inigsal een replacement aligne

(2) Gross profit for March 2010, December 2009, and&aper 2009 included amortization of prepaid ragalof $0.8 million, $4.3 millior
and $1.9 million, respectively, related to theghiiion settlement with Ormco. In addition, Jun&@@ross profit also included the $14.3
million release of previously deferred revenuelfosisalign Teen replacement aligne

(3) Profit (loss) from operations and net profit (losg)luded:

» $14.3 million release of previously deferred revefardnvisalign Teen replacement aligners for Ja820. SedNote " Summary
of Significant Accounting Polici” in the Notes to our Consolidated Financial Statetse

*  $0.8 million, $4.3 million, and $1.9 million of am@ration of prepaid royalties related to the litiga settlement with Ormco fc
March 2010, December 2009 and September 2009,atbaglg. SeeNote 6 “Litigation Settlements” in the Notes to our
Consolidated Financial Statemen

e $1.2 million and $3.3 million related to the classian litigation settlement with Leiszler for Decbar 2010 and September 20
respectively. SeNote 6" Litigation Settlemen” in the Notes to our Consolidated Financial Statetse

» Litigation settlement charge of $69.7 million reldtto Ormco in September 2009. {Note 6" Litigation Settlemen” in the Notes
to our Consolidated Financial Statemer

» Restructuring charges of $0.4 million and $0.9imilin June 2009 and March 2009, respectively. NBgte 18 “Restructurings” in
the Notes to our Consolidated Financial Statem

» $8.7 million related to an insurance settlement @avdisputed coverage under our general liabiliprella that was not previously
reimbursed by our insurer related to the OrthoCli§gation in June 2010. Sedote 6 “Litigation Settlements” in the Notes to our
Consolidated Financial Statemen
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Technology, Inc. and are pending or registerechim tnited States and other countries.
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REPORT OF MANAGEMENT ON INTERNAL CONTROL OVER FINAN CIAL REPORTING

Management of Align is responsible for establistaing maintaining adequate internal control ovearitial reporting as defined in
Rules 13a-15(f) and 15d-15(f) under the Securkeshange Act of 1934. Our internal control oveaficial reporting is designed to provide
reasonable assurance regarding the reliabilitynafiicial reporting and the preparation of finanstatements for external purposes in
accordance with generally accepted accounting ipless Internal control over financial reportingiudes those policies and procedures that:

* pertain to the maintenance of records that, inaealsle detail, accurately and fairly reflect trensactions and dispositions of the
assets of Align

» provide reasonable assurance that transactione@seded as necessary to permit preparation ofi¢iahstatements in accordar
with generally accepted accounting principles, drad receipts and expenditures of Align are beirglenonly in accordance with
authorizations of management and directors of Alamd

» provide reasonable assurance regarding preventibmely detection of unauthorized acquisition, eselisposition of Align’s
assets that could have a material effect on tlential statement

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or detisstatements. In addition,
projections of any evaluation of effectivenessufe periods are subject to the risk that contmdy become inadequate because of chanc
conditions and that the degree of compliance vhighgolicies or procedures may deteriorate.

Management assessed the effectiveness of our ahawntrol over financial reporting as of DecemBgr 2010. In making this
assessment, management used the criteria setrfdrtternal Control-Integrated Framework issuedhsy Committee of Sponsoring
Organizations of the Treadway Commission (COSO).

Based on its assessment and those criteria, maeagéas concluded that, as of December 31, 20X0ntarnal control over financial
reporting was effective to provide reasonable asste regarding the reliability of financial repogiand the preparation of financial statements
for external purposes in accordance with geneealepted accounting principles.

Our internal control over financial reporting asiEcember 31, 2010 has been audited by Pricewatsel@oopers LLP, an independent
registered public accounting firm, as stated inrtreport which is included herein, which expresaesinqualified opinion on the effectiveness
of our internal control over financial reporting@sDecember 31, 2010.

/sl THOMASM. P RESCOTT
Thomas M. Prescott
President and Chief Executive Officer

February 24, 201

/s/ KENNETHB. A ROLA

Kenneth B. Arola
Vice President, Finance and Chief Financial Office

February 24, 201
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Stockholders and Board of Directors of Aliggchnology, Inc. and subsidiaries:

In our opinion, the consolidated financial statetadisted in the index appearing under Item 151(gpfesent fairly, in all material
respects, the financial position of Align Technaglptnc. and its subsidiaries at December 31, 201D2009, and the results of their operations
and their cash flows for each of the three yeatbhérperiod ended December 31, 2010 in conformitly eccounting principles generally
accepted in the United States of America. In amlditin our opinion, the financial statement scHedisted in the index appearing under
Item 15 (a)(2) presents fairly, in all materialpests, the information set forth therein when ri@acbnjunction with the related consolidated
financial statements. Also in our opinion, the Qamy maintained, in all material respects, effectiternal control over financial reporting as
of December 31, 2010, based on criteria establishbdernal Control—Integrated Frameworksued by the Committee of Sponsoring
Organizations of the Treadway Commission (COSO)e Tompany’s management is responsible for thesadial statements and financial
statement schedule, for maintaining effective imaércontrol over financial reporting and for itsassment of the effectiveness of internal
control over financial reporting, included in thecampanying Report of Management on Internal Cowotver Financial Reporting. Our
responsibility is to express opinions on theserfaial statements, on the financial statement sdeeduad on the Company'’s internal control
over financial reporting based on our integrateditau We conducted our audits in accordance wighstandards of the Public Company
Accounting Oversight Board (United States). Thetsedards require that we plan and perform thetsitmobtain reasonable assurance about
whether the financial statements are free of materisstatement and whether effective internal mbmiver financial reporting was maintained
in all material respects. Our audits of the firahstatements included examining, on a test basigence supporting the amounts and
disclosures in the financial statements, assessagccounting principles used and significannesties made by management, and evaluating
the overall financial statement presentation. &udit of internal control over financial reportimgluded obtaining an understanding of inte
control over financial reporting, assessing thk tiigt a material weakness exists, and testingeaatliating the design and operating
effectiveness of internal control based on thessskrisk. Our audits also included performinghsetber procedures as we considered
necessary in the circumstances. We believe thaaudits provide a reasonable basis for our opgion

A company’s internal control over financial repogiis a process designed to provide reasonableaagsuregarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordantiegenerally accepted accounting
principles. A company’s internal control over firtgal reporting includes those policies and procesthat (i) pertain to the maintenance of
records that, in reasonable detail, accuratelyfainky reflect the transactions and dispositionstaf assets of the company; (ii) provide
reasonable assurance that transactions are recasdegtessary to permit preparation of financakstents in accordance with generally
accepted accounting principles, and that receipdsexpenditures of the company are being madeinrdgcordance with authorizations of
management and directors of the company; ando(idyide reasonable assurance regarding preventitmely detection of unauthorized
acquisition, use, or disposition of the compangseds that could have a material effect on then@iizd statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or détisstatements. Also, projections of
any evaluation of effectiveness to future periogssabject to the risk that controls may becomdénaate because of changes in condition
that the degree of compliance with the policiepraicedures may deteriorate.

/sl PricewaterhouseCoopers LLP
San Jose, California
February 24, 2011
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Net revenues

Profit (loss) from operatior

Invisalign (1)
Non-case

ALIGN TECHNOLOGY, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS
(in thousands, except per share data)

Total net revenue
Cost of revenues

Invisalign
Non-case

Total cost of revenue
Gross profi
Operating expense

Sales and marketir

General and administrati\
Research and developmt
Litigation settlement cos

Insurance settleme
Restructuring:

Total operating expens:

Interest incom
Interest expens
Other expens

Net profit (loss) before provision for income ta;
Provision for (benefit from) income tax

Net profit (loss)
Net profit (loss) per shar

Basic
Diluted

Shares used in computing net profit (loss) perest

1)

Basic
Diluted

Years Ended December 31,

2010 2009 2008
$366,95!  $29521f  $285,79
20,17 17,11¢ 18,17¢
387,12 312,33 303,97
74,41¢ 71,53( 69,53¢
9,291 7,311 9,31«
83,70¢ 78,84/ 78,85(
303,41 233,49 225,12
114,01 112,54 115,06:
64,79( 61,71¢ 62,15¢
25,99/ 22,25; 26,16¢
4,54¢ 69,67- —
(8,666) — —
— 1,31¢ 6,231
200,68 267,50 209,61
102,73 (34,017) 15,51
55E 57¢ 3,05:
(19) (85) (24)
(1,267) (375) (1,466)
102,00 (33,89 17,07¢
27,75( (2,62¢) (62,91
$ 74,25:  $(31,26¢ $ 79,98
$ 098 $ (045 $ 1.
$ 09t $ (045 $ 1.1¢
75,82t 69,00 66,81
78,08( 69,09+ 68,06+

Net revenues for the year ended December 31, 2@liddies a $14.3 million release of previously deférevenue for Invisalign Tes

replacement aligner

The accompanying notes are an integral part oktheasolidated financial statements.
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ALIGN TECHNOLOGY, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
(in thousands, except per share data)

ASSETS

Current assett
Cash and cash equivalel
Marketable securities, sh-term

Accounts receivable, net of allowance for doub#sittounts of $735 and $1,033, respecti

Inventories
Prepaid expenses and other current a:
Total current asse
Marketable securities, lo-term
Property and equipment, r
Goodwill
Intangible assets, n
Deferred tax asst
Other asset
Total asset
LIABILITIES AND STOCKHOLDERS ' EQUITY
Current liabilities:
Accounts payabl
Accrued liabilities
Deferred revenue

Total current liabilities
Other lon¢-term liabilities
Total liabilities

Commitments and contingencies (Notes 7 ar
Stockholder equity:

Preferred stock, $0.0001 par value (5,000 sharg®ared; none issuel
Common stock, $0.0001 par value (200,000 sharémarnéd; 76,390 and 74,568 issued

outstanding, respectivel
Additional paic-in capital
Accumulated other comprehensive income,
Accumulated defici
Total stockholder equity
Total liabilities and stockholde’ equity

December 31,
2010 2009

$ 294,66- $ 166,48
8,61¢ 19,97¢
65,43( 54,53
2,54¢ 2,04¢
17,35¢ 18,25!
388,61 261,29¢

9,08¢ —
30,68¢ 24,97
47¢ 47¢
2,18¢ 4,98¢
42,43¢ 61,53¢
3,45¢ 1,96¢
$ 476,94: $ 355,24(
$ 7,76¢ $ 6,12
51,35¢ 42,82
33,84¢ 32,29¢
92,97+ 81,24
6,222 961
99,19¢ 82,20¢
8 7
555,85 525,07
134 45¢
(178,246 (252,49
377,74 273,03t
$ 476,94 $ 355,24

The accompanying notes are an integral part oktheasolidated financial statements.
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ALIGN TECHNOLOGY, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY
For the years ended December 31, 2010, 2009 and 200

Balances at December 31, 2(

Net profit

Net change in unrealized gain from availi-for sale securitie

Net change in cumulative translation adjustr

Comprehensive net incon

Issuance of common stock relating to employee g«
compensation plar

Tax withholdings related to net share settlemehtssiricted
stock units

Common stock repurchas

Excess tax benefit from share based payment anmzerys

Stock based compensati

Acceleration of stock based compensa

Balances at December 31, 2(

Net loss

Net change in unrealized gain from avail-for sale securitie

Net change in cumulative translation adjustr

Comprehensive net lo:

Issuance of common stock relating to employee gquit
compensation plar

Tax withholdings related to net share settlemehtesiricted
stock units

Shares issued for litigation settlem:

Excess tax provision from share based paymentgeraants

Stock based compensati

Balances at December 31, 2(

Net income

Net change in unrealized loss from avail-for sale securitie

Net change in cumulative translation adjustr

Comprehensive net incon

Issuance of common stock relating to employee g«
compensation plar

Tax withholdings related to net share settlemehtesiricted
stock units

Excess tax benefit from share based payment anaenys

Stock based compensati

Balances at December 31, 2(

(in thousands)

Common Stock

Accumulated
Other
Comprehensive

Accumulated

Additional
Paid in

Shares Amount Capital Income (Loss) Deficit Total
6864: $ 7 $450,14( $ 657 $(289,65( $161,15
79,98’ 79,98’
— — — 33 — 33
_ _ — (421) — (421)
79,59¢
1,651 — 10,50¢ — — 10,50¢
— (460) — — (460)
(4,660) (38,57) (11,567  (50,13%)
— — 144 — — 144
— — 17,051 — — 17,057
— — 67¢& — — 67¢
65,63 7 439,49: 26¢ (221,230) 218,54(
- = = = (31,269 (31,269
— — — 18 — 18
— — 16€ — 16€
(31,089
1,34¢ — 8,091 — — 8,09i
— — (487) — — (487)
7,58¢ — 63,51¢ — — 63,51¢
— — (637) — — (637)
— — 15,08¢ — — 15,08¢
74,56¢ 7 525,07 45¢E (252,499 273,03¢
— — — — 74,25: 74,25:
— — — (19) — 19
— — — (302) — (302
73,93:
1,822 1 11,821 — — 11,82:
— (1,080) — — (1,080)
— — 3,96¢ — — 3,96t
— — 16,07 — — 16,07
7639C $ 8 $555,85. $ 134  $(178,24() $377,74

The accompanying notes are an integral part oktbeasolidated financial statements.
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ALIGN TECHNOLOGY, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)

CASH FLOWS FROM OPERATING ACTIVITIES
Net profit (loss)

Adjustments to reconcile net profit (loss) to naste provided by operating activitie

Deferred taxe
Depreciation and amortizatic
Stock-based compensatic
Acceleration of stoc-based compensatic
Amortization of intangible:
Litigation settlement costs paid in stc
Amortization of prepaid royaltie
Provision for doubtful accoun
Loss on retirement and disposal of fixed as
Loss on impairment of fixed asst
Excess tax provision for (benefit from) sk-based payment arrangeme
Changes in assets and liabiliti
Accounts receivabl
Inventories
Prepaid expenses and other as
Accounts payabl
Accrued and other lor-term liabilities
Deferred revenue
Net cash provided by operating activit
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property and equipm
Proceeds from sale of property and equipn
Restricted cas
Purchase of marketable securit
Maturities of marketable securiti
Other asset
Net cash used in investing activiti
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issuance of common si
Payments on she«term obligations
Repurchases of common stc
Excess tax provision for (benefit from) sk-based payment arrangeme
Employee’ taxes paid upon the vesting of restricted stocksi
Net cash provided by (used in) financing activi
Effect of foreign exchange rate changes on castcasid equivalent
Net increase (decrease) in cash and cash equis
Cash and cash equivalents, beginning of
Cash and cash equivalents, end of \

The accompanying notes are an integral part oktheasolidated financial statements.
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Years Ended December 31,

2010 2009 2008

$ 74,25. $(31,269 $ 79,98
17,30; (2,612 (64,609
11,38¢ 10,20« 9,96¢
16,07: 15,08¢ 17,05;
— — 67¢
2,80( 2,80( 2,827

— 56,52 —

827 6,16¢ —
195 70€ 71
61 37 517
— — 1,717
(3,965) 637 (144)
(12,189) (2,580  (7,95])
(50¢) (85) 94z
(1,217) 30€ 27€
2,61z (614  (2,65)
19,70¢ 3,33¢ (3,487)
2,18( 15,52’ 4,55¢
129,52 74,16¢ 39,74¢
(18,03:) (7,199 (14,33
— — 18¢
— — 21
(18,33)  (42,92) (75,050
20,59 48,89: 87,92¢
(145) (334) 192
(15,920) (1,556  (1,05%)
11,82: 8,097 10,50¢
— (13€) (407)
— — (50,13¢)
3,96¢ (637) 144
(1,080) (487) (460)
14,70; 6,837  (40,35Y)
(139 (59) (355)
128,17 79,38 (2,019)
166,48° 87,10( 89,11¢
$294,66: $166,48°  $ 87,10
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ALIGN TECHNOLOGY, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1. Summary of Significant Accounting Policies
Business Description

Align Technology, Inc. (“We”, “Our”, or “Align”) wa incorporated in April 1997 and designs, manufastand markets the Invisalign
system, a proprietary method for treating malodolusor the misalignment of teeth. Invisalign @mts malocclusion using a series of clear,
nearly invisible, removable appliances that genttye teeth to a desired final position.

Basis of presentation and preparation

The consolidated financial statements include to®ants of the Align and our wholly-owned subsigiarafter elimination of
intercompany transactions and balances. Amourtténwievenues and cost of revenues in prior peaindunts have been reclassified to
conform with the current period presentation. Ehelassifications had no impact on previouslrega gross profit or financial position.

In connection with the preparation of the consaéddinancial statements, we evaluated events gulesg to the balance sheet date
through the financial statement issuance date etetmined that all material transactions have eeorded and disclosed properly.

Use of estimates

The preparation of financial statements in confoymiith accounting principles generally acceptethi@ United States of America
requires our management to make estimates and pgsusithat affect the amounts reported in the clicisted financial statements and
accompanying notes. Actual results could diffetarially from those estimates.

Fair value of financial instruments

The carrying amounts of our cash and cash equitslancounts receivable, accounts payable and otineant liabilities approximate the
fair value.

Cash equivalents and marketable securities

Cash equivalents consist of highly liquid instrutsgourchased with an original maturity of three thsror less. We invest primarily in
money market funds, commercial paper, foreign amdeasktic corporate bonds, and United States governseeurities, accordingly, these
investments are subject to minimal credit and mtaiké&s.

Marketable securities are classified as availabteséle and are carried at fair value. Marketablesges classified as current assets |
maturities of less than one year. Unrealized gairlesses on such securities are included in aotated other comprehensive income (loss) in
stockholders’ equity. Realized gains and lossas fmaturities of all such securities are reportedadrnings and computed using the specific
identification cost method. Realized gains oréssand charges for other-than-temporary declingalire, if any, on available-for-sale
securities are reported in other income (expers@arred. We periodically evaluate these investis for other-than-temporary impairment.

We measure our cash equivalents and marketabletsesat fair value. Fair value is the price theatuld be received from selling an
asset or paid to transfer a liability in an orderjnsaction between market participants at thesnrement date.
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ALIGN TECHNOLOGY, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)

Foreign currency

We analyze the functional currency for each ofiaternational subsidiaries on an annual basis,aeroften if necessary, to determine if
a significant change in facts and circumstancegdte that the primary economic currency has chaingeljustments from translating certain
European subsidiarieéhancial statements from the local currency toth8. dollar are recorded as a separate compofestomulated othe
comprehensive income (loss), net in the stockheldgruity section of the Consolidated Balance She&his foreign currency translation
adjustment reflects the translation of the balesf®et at period end exchange rates, and the instaitrement at an average exchange rate in
effect during the period. As of December 31, 2646 2009, we had $0.1 million and $0.5 million pextively, in accumulated other
comprehensive income, net related to the translatfour foreign subsidiaries’ financial statemenBeeNote 15 “Comprehensive Income
(Loss)” in the Notes to our Consolidated Financial Statamér additional disclosures.

Our other international entities operate in a d@lar functional currency environment, and therefdhe foreign currency assets and
liabilities are remeasured into the U.S. dollac@atrent exchange rates except for non-monetastassd liabilities which are remeasured at
historical exchange rates. Revenues and expersegerally remeasured at an average exchangm ieffect during each period. Gains or
losses from foreign currency remeasurement areded in other income (expense). For the yearsceBéeember 31, 2010, 2009, and 2008,
we incurred a foreign currency loss of $0.6 milliargain of $0.3 million, and a loss of $0.7 mitijoespectively, which were included in other
income (expense).

Certain risks and uncertainties

Our operating results depend to a significant eddarour ability to market and develop our producEse life cycles of our products are
difficult to estimate due in part to the effectfofure product enhancements and competition. @alility to successfully develop and market
our products as a result of competition or othetdies would have a material adverse effect on osintess, financial condition and results of
operations.

Financial instruments which potentially exposeaisdncentrations of credit risk consist primarifycash equivalents, marketable
securities and accounts receivable. We investssxcash primarily in money market funds of majoaficial institutions, commercial paper,
foreign and domestic corporate bonds, and centéiohdeposits. If the carrying value of our inwveents exceeds the fair value, and the de:
in fair value is deemed to be other-than-temponarywill be required to write down the value of @westments, which could materially harm
our results of operations and financial conditidhoreover, the performance of certain securitieguininvestment portfolio correlates with the
credit condition of the U.S. financial sector. Wevide credit to customers in the normal coufdeusiness. Collateral is not required for
accounts receivable, but ongoing evaluations ofocnsrs’credit worthiness are performed. We maintain ne=sefor potential credit losses ¢
such losses have been within management’s expatdatiNo individual customer accounted for 10% orerof our accounts receivable at
December 31, 2010 and 2009, or net revenues in, 2009, and 2008.

In the United States of America, the Food and Dxdaqinistration (“FDA”) regulates the design, manctizre, distribution, preclinical
and clinical study, clearance and approval of madievices. Products developed by us may reqpipeoals or clearances from the FDA or
other international regulatory agencies prior tmowercialized sales. There can be no assuranceuhatroducts will receive any of the
required approvals or clearances. If we were deapproval or clearance or such approval was délayemay have a material adverse impact
on us.

We have manufacturing operations located outsideJthited States of America. We currently rely om manufacturing facilities in
Costa Rica to prepare digital treatment plans uaisgphisticated, internally
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ALIGN TECHNOLOGY, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)

developed computer-modeling program. In additie@ manufacture our clear aligners at our facilityluarez, Mexico. Our reliance on
international operations exposes us to related skl uncertainties, including difficulties in $itad and managing international operations,
including difficulties in hiring and retaining quiEd personnel; controlling production volume aqehlity of manufacture; political, social and
economic instability, particularly as a result oéieased levels of violence in Juarez, Mexico;riof@ions and limitations in telecommunicat
services; product and material transportation detaydisruption; trade restrictions and changdaiiiffs; import and export license
requirements and restrictions; fluctuations in igmecurrency exchange rates; and potential adwarseonsequences. If any of these risks
materialize, our international manufacturing opierat, as well as our operating results, may be bdrm

We purchase certain inventory from sole suppliéxdditionally, we rely on a limited number of hardie manufacturers. The inability
any supplier or manufacturer to fulfill our suppiquirements could materially and adversely impactfuture operating results.

Inventories
Inventories are valued at the lower of cost or regriith costs computed on a first-in, first-ousisa

Property, equipment, long-lived assets, and firfiterchased intangible assets

Property and equipment are stated at historicallees accumulated depreciation and amortizati@apreciation and amortization are
computed using the straight-line method over thienesed useful lives of the assets. Upon saletrement, the asset’s cost and related
accumulated depreciation are removed from the géteztger and any related gains or losses arecteflén the Consolidated Statements of
Operations. Maintenance and repairs are experssidt@ared.

Other intangible assets primarily consist of infafeggassets purchased as part of the OrthoCleagehgent. These assets are amortized
using the straight-line method over their estimatseful lives of five years, reflecting the periadvhich the economic benefits of the assets
are expected to be realized.

We evaluate long-lived assets (including intangdseets) for impairment whenever events or chaingescumstances indicate that the
carrying amount of a long-lived asset may not lmeverable. An asset is considered impaired daisying amount exceeds the future net cash
flows the asset is expected to generate. If agt @&sonsidered to be impaired, the impairmeneteecognized is calculated as the amount by
which the carrying amount of the asset exceedaiitsnarket value which is estimated based on ptepdiscounted future net cash flows. In
2008, management decided to no longer invest intamally developed software tool for businesscpss management resulting in an asset
impairment charge of $1.7 million which was recatde general and administrative expense in thetfoguarter of 2008. There were no asset
impairments during 2010 or 2009.

Development costs for internal use software

Costs relating to internal use software are acaalifdr in accordance with the provisions of accmgnfor the costs of computer softwi
developed or obtained for internal use. As of Deler 31, 2010 and 2009, capitalized internal ufisvace at cost was $7.1 million and
$7.0 million, respectively. The associated accuatead amortization was $6.1 million and $5.3 millemof December 31, 2010 and 2009,
respectively. Capitalized software costs are amextover the estimated useful lives of three years
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ALIGN TECHNOLOGY, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)

Goodwill

Goodwill represents the excess of the purchase pad over the fair value of tangible and ideabfe intangible net assets acquired in
business combinations. Goodwill is reviewed angualthe fourth quarter and whenever events anuirstances occur which indicate that
goodwill might be impaired. We completed our arravaluation of goodwill during the fourth quart#r2010 and determined that there was
no impairment.

Product Warranty

We warrant our products against material defectt tine Invisalign cases are completed. We actou@roduct warranty in cost of
revenues upon shipment of products. Product wiri@sts are primarily based on historical experéeas to product failures as well as cur
information on repair costs. Actual warranty cagisld differ materially from the estimated amountge regularly review the accrued
balances and update these balances based ondaikteairanty cost trends. Actual warranty costsiired have not materially differed from
those accrued.

Allowance for Doubtful Accounts

We maintain an allowance for doubtful accountsefstimated losses resulting from the inability of oustomers to make payments. We
periodically review these allowances, includingaaalysis of the customers’ payment history andrinftion regarding the customers’
creditworthiness. Actual write-offs have not beeaterially differed from the estimated allowance.

Revenue Recognition

We recognize revenue when persuasive evidence afrangement exists, delivery has occurred, theepsi fixed or determinable, and
collectability is reasonably assured. Revenueseregnized from product sales, net of discountsrabates. Service revenues related to the
training of dental professionals and staff on tinédalign treatment process is recorded when theécss are completed.

We enter into arrangements that involve multipkeife product deliverables. Included in the pri€énwisalign Full, Invisalign Teen and
Invisalign Assist, we offer case refinement, whigla finishing tool used to adjust a patisreth to the desired final position. Case refiee
may be elected by the dental professional at ang turing treatment however it is generally ordénetthe last stages of orthodontic
treatment. We use vendor specific objective evidesf fair value to allocate revenue to the cafieement deliverable and recognize the
residual revenue upon shipment. We defer thevédire of case refinement upon shipment based oaakage factor, which is determined by
sufficient historical experience of case refinemesdge. Actual usage rates could differ from tiseohical breakage factor requiring future
adjustments to revenue.

Revenues are deferred for certain products thaidecstaged delivery. Depending on the produggmaes are recognized based on
usage, case completion, ratably over a subscripigoiod or upon shipment of the final staged shipménvisalign Teen is delivered in a sin
shipment except for six replacement aligners thairecluded in the price of the product and mayitmered at any time throughout
treatment. We use vendor specific objective evidesf fair value to allocate revenue to the reptaeet aligners and recognize the residual
revenue upon initial shipment. Through the seaqpmatter of 2010, we deferred 100 percent of theviaue for the six replacement
aligners. This deferred revenue was subsequestttygnized as the replacement aligners were shippetien the case was
completed. Management evaluated the actual udagplacement aligners since the launch of Invigalfeen over two years ago and believes
that there is sufficient historical evidence tcabtish an estimated usage rate. As a result,ria 2010, we reduced deferred revenue for
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ALIGN TECHNOLOGY, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)

Invisalign Teen replacement aligners by $14.3 orillio reflect the estimated usage for in-procesesand starting in July 2010, we began
deferring the fair value of the replacement aligrgsised on the estimated usage rate. We beliat/éhth estimated usage is reasonable and
appropriate because of the relative stability efltivisalign Teen replacement utilization sincedis first offered. Although we are not
expecting any material changes, we will continuarialyze the usage of replacement aligners andaaijangt the estimated usage rate as
necessary.

The Vivera retainer includes four shipments peryaad revenue is deferred upon the first shipraedtrecognized as each shipment
occurs. For Invisalign Assist, when the progreasking feature is selected, aligners are shippele dental professional after every nine
stages. For these cases, revenue is deferredtiupdinst staged shipment and is recognized upgmsimt of the final staged shipment.

We estimate and record a provision for amountstifrated losses on sales, if any, in the perioti sates occur. Provisions for
discounts and rebates to customers are providad the same period that the related product sakesecorded based upon historical discounts
and rebates.

Shipping and Handling Costs

Shipping and handling charges to customers araded in net revenues, and the associated costsedcare recorded in cost of
revenues.

Research and development
Research and development costs are expensed asihcu

Advertising costs

The cost of advertising and media is expensedasri@d. For the years ended December 31, 201®, 200 2008 advertising costs
totaled $20.2 million, $18.1 million, and $18.3 lwih, respectively.

Income taxes

We estimate income taxes based on the variousljctisns where business is conducted. Signifijasgment is required in determining
the income tax provision. Deferred tax assetsliabdities are recognized for differing treatmenofscertain items for tax and accounting
purposes. These differences result in deferredsagts and liabilities. We must then assesskiblghbod that our deferred tax assets will be
realized. To the extent we believe that realizationot likely, we will establish a valuation allance.

We account for the impact of an uncertain inconxeptasition on the income tax return by recognizimg largest amount that is more-
likely-than-not to be sustained upon audit by #ewvant taxing authority under the guidance of Rai@ Accounting Standard Board (“FASB”
Accounting Standards Codification (“ASC”) 74@- Uncertain income tax position will not be rgnized if it has less than a 50% likelihooc
being sustained.

Stock-based compensation

We recognize stock-based compensation cost fortbolge shares ultimately expected to vest on @hbtriine basis over the requisite
service period of the award, net of an estimatei@itore rate. We estimate the fair
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ALIGN TECHNOLOGY, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)

value of stock options using a Black-Scholes vadmatodel, which requires the input of highly suttiee assumptions, including the option’s
expected term and stock price volatility. In awbit judgment is also required in estimating thenber of stock-based awards that are expectec
to be forfeited. Forfeitures are estimated baseHistorical experience at the time of grant andlse, if necessary, in subsequent periods if
actual forfeitures differ from those estimates.e Bssumptions used in calculating the fair valughafre-based payment awards represent
management’s best estimates, but these estimawgérinherent uncertainties and the applicatiomahagement’s judgment. As a result, if
factors change and we use different assumptionsstook-based compensation expense could be nibteliiferent in the future. Selote 10
“Stockholders’ Equity” in the Notes to our Consaigd Financial Statementsr additional information.

Comprehensive income (loss)

Comprehensive income (loss) includes all changesjiity during a period from non-owner sourcesm@rehensive income (loss),
including unrealized gains and losses on avail&dntesale securities and foreign currency transtaidjustments, are reported net of their
related tax effect.

Recent Accounting Pronouncements

In September 2009, FASB amended ASC 605 as sumedarizAccounting Standards Update (ASU) 2009-1&vé&hue Recognition:
Multiple-Deliverable Revenue Arrangements.” Guidairt ASC 605-25 on revenue arrangements with meltpliverables has been amended
to require an entity to allocate revenue to deditdgs in an arrangement using its best estimagellifig prices if the vendor does not have
vendor-specific objective evidence or thjpdrty evidence of selling prices, and to elimirtate use of the residual method and require théye
to allocate revenue using the relative sellinggrieethod. The new guidance also requires expagukzatitative and qualitative disclosures
about revenue from arrangements with multiple @éelbles. The update is effective for fiscal ydmaginning on or after June 15, 2010, with
early adoption permitted. Adoption may either beagprospective basis for new revenue arrangeneeaitésed into after adoption of the upd
or by retrospective application. We adopted thislgnce on a prospective basis effective Janua2@11, and do not expect the adoption to
have a material impact to our 2011 consolidatearfomal statements.

In January 2010, the FASB issued ASU 2010-06, “Falue Measurements and Disclosures (ASC 820): dmipg Disclosures about
Fair Value MeasurementsThis update will require (1) an entity to disclasparately the amounts of significant transfei@nid out of Levels
and 2 fair value measurements and to describeetisons for the transfers; and (2) information apouthases, sales, issuances and settlel
to be presented separately (i.e. present the gctimia gross basis rather than net) in the retiation for fair value measurements using
significant unobservable inputs (Level 3 input$his guidance clarifies existing disclosure reguieaits for the level of disaggregation usec
classes of assets and liabilities measured avdi#tie and require disclosures about the valuagohrtiques and inputs used to measure fair
value for both recurring and nonrecurring fair \eahaeasurements using Level 2 and Level 3 inpuke new disclosures and clarifications of
existing disclosure are effective for fiscal yebeginning after December 15, 2009, except for teelasure requirements related to the
purchases, sales, issuances and settlementsroliftbevard activity of Level 3 fair value measurents. Those disclosure requirements are
effective for fiscal years ending after DecemberZ110. The adoption of this guidance did not haweaterial impact to our consolidated
financial statements.

In February 2010, FASB issued ASU 2010-09, “Subsatiitvents (ASC 855): Amendments to Certain Redimgnand Disclosure
Requirements.” The amendments in the ASU removeettpeirement for a Securities and Exchange ComangSEC) filer to disclose a date
through which subsequent events have been
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evaluated in both issued and revised financiaéstants. Revised financial statements include @irzdustatements revised as a result of either
correction of an error or retrospective applicatidiy.S. GAAP. We adopted this guidance in thstfiquarter of 2010.

In December 2010, FASB issued ASU 2010-28, “Intalegi—Goodwill and Other (ASC 350): When to Perf@tap 2 of the Goodwill
Impairment Test for Reporting Units with Zero ordééive Carrying Amounts.” The amendments in thiglgoce modify Step 1 of the
goodwill impairment test for reporting units witkrp or negative carrying amounts. For those reppttnits, an entity is required to perform
Step 2 of the goodwill impairment test if it is redikely than not that a goodwill impairment exista determining whether it is more likely
than not that a goodwill impairment exists, antgrghould consider whether there are any adveraktgtive factors indicating that an
impairment may exist. The qualitative factors ewasistent with the existing guidance and exampé&g;h require that goodwill of a reportil
unit be tested for impairment between annual i€sts event occurs or circumstances change thatdamore likely than not reduce the fair
value of a reporting unit below its carrying amoukbr public entities, the amendments in this goak are effective for fiscal years, and
interim periods within those years, beginning aRecember 15, 2010. Early adoption is not permhitt€he adoption of this guidance did not
have a material impact to our consolidated findrst@tements.

In December 2010, FASB issued ASU 2010-Rysiness Combinations (ASC 805): Disclosure of $emppntary Pro Forma Informati
for Business Combinations.” This guidance clarifiest pro forma disclosures should be presentéidealsusiness combination occurred at the
beginning of the prior annual period for purposepreparing both the current reporting period amelrior reporting period pro forma
financial information. These disclosures shouldhbeompanied by a narrative description about #tera and amount of material,
nonrecurring pro forma adjustments. The new adbogiguidance is effective for business combinatioansummated in periods beginning
after December 15, 2010, and should be appliechpaively as of the date of adoption. Early adopis permitted. The adoption of this
guidance did not have a material impact to our clielated financial statements.

Management does not believe that other recent atiogupronouncements issued by the FASB (includm@merging Issues Task
Force), the American Institute of Certified Publiccountants or the SEC have a material impact erpmsent or future consolidated financial
statements.

Note 2. Marketable Securities and Fair Value Measwaments
We had the following investments as of Decembe2B810 (in thousands):

Short-term
Amortized Gross Gross
Unrealized Unrealized

December 31, 201! Costs Gains Losses Fair Value
Corporate bonds and certificate of dep $ 3,012 $ — $ (1) $ 3,011
Foreign bond: 70E — — 70E
Commercial pape 1,90( — — 1,90(
Discount note: 2,99¢ 1 — 2,99¢
Total $ 8,61f $ 1 $ (@) $ 8,61f
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Long-term
Gross
Amortized Unrealized
December 31, 2010 Costs Losses Fair Value
Corporate bond $ 5,74¢ $ 1) $ 5,73
Foreign bond: 1,30% (@D} 1,30¢€
Agency bond: 2,047 (1) 2,04¢
Total $ 9,102 $ (13 $ 9,08¢
We had the following investments as of Decembe2B09 (in thousands):
Short-term
Gross
Amortized Unrealized
December 31, 200! Cost Gains Fair Value
U.S. government notes and bot $18,97: $ 6 $18,97¢
Corporate bond 1,00( — 1,00(
Total $19,97: $ 6 $19,97¢

As of December 31, 2010 and 2009, all short-tenwesiments have maturity dates of less than one yearthe years ended
December 31, 2010 and 2009, realized losses wenaiemial.

Fair Value Measurements

We measure the fair value of our cash equivalemdsnaarketable securities as the price that woultebeived from selling an asset or
paid to transfer a liability in an orderly transantbetween market participants at the measuredaet We use the GAAP fair value hierarchy
that prioritizes the inputs to valuation techniqueed to measure fair value. This hierarchy reguan entity to maximize the use of observable
inputs and minimize the use of unobservable inpdtsn measuring fair value. The three levels ofiiaghat may be used to measure fair
value:

Level 1—Quoted (unadjusted) prices in active marketsdentical assets or liabilities.
Our Level 1 assets consist of money market fuMie. did not hold any Level 1 liabilities as of Dedsn 31, 2010.

Level 2—Observable inputs other than quoted prices indudé.evel 1, such as quoted prices for similaetssr liabilities in active
markets; quoted prices for identical or similarets®r liabilities in markets that are not actiwepther inputs that are observable or can be
corroborated by observable market data for sukiathnthe full term of the asset or liability.

Our Level 2 assets consist of corporate bondsficates of deposits, discount notes, foreign boadgncy bonds, and commercial
paper. We did not hold any Level 2 liabilitiesdDecember 31, 2010.

Level 3—Unobservable inputs to the valuation methodology #re supported by little or no market activityl dhat are significant to tf
measurement of the fair value of the assets ofilitiab. Level 3 assets and
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liabilities include those whose fair value measweata are determined using pricing models, discalicésh flow methodologies or similar
valuation techniques, as well as significant mansgg judgment or estimation.

We did not hold any Level 3 assets or liabilitissof December 31, 2010.
The following table summarizes our financial asseémasured at fair value on a recurring basis &ecember 31, 2010 (in thousands):

Quoted Prices ir

Significant Other
Balance as ¢ .
Active
Markets for Observable
December Identical Assets Inputs
Description 31, 2010 (Level 1) (Level 2)
Cash equivalents:
Money market fund $ 164,72. $ 164,72. $ —
Short-term investments:
Corporate bonds and certificate of dep 3,011 3,011
Foreign bond: 70E 70E
Discount note! 2,99¢ 2,99¢
Commercial pape 1,90( 1,90(
Long-term investments:
Corporate bond 5,73 5,73
Foreign bond: 1,30¢ 1,30¢
Agency bond: 2,04¢ 2,04¢
$ 182,42¢ $ 164,72 $ 17,704
Note 3. Balance Sheet Components
Inventories
Inventories consist of the following (in thousands)
December 31
2010 2009
Raw material $1,27: $1,07¢
Work in proces: 1,03( 74€
Finished good 242 221
$2,54¢ $2,04¢

Work in process includes costs to produce the &bigis product. Finished goods primarily represantillary products that support the
Invisalign system.
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Property and equipment
Property and equipment consist of the followingtfinusands):

Useful Life December 31
(in years) 2010 2009
Clinical and manufacturing equipme 5 $ 48,37 $ 46,62(
Computer hardwar 3 16,24¢ 13,89¢
Computer softwar 3 12,77¢ 12,51:
Furniture and fixture 5 4,87: 5,46¢
Leasehold improvemen Term of the leas 3,40¢ 10,04¢
Construction in progres 12,78¢ 6,43
98,45¢ 94,977
Less: Accumulated depreciation and amortiza N/A (67,779 (70,000

As of December 31, 2010, construction in progresssisted primarily of costs for capital equipmemd énternal use software expected to
be placed in service in the next year. Depreaiatiod amortization was $11.4 million, $10.2 milliamd $10.0 million, for the years ended
December 31, 2010, 2009 and 2008, respectively.

Accrued liabilities
Accrued liabilities consist of the following (indhsands):

December 31
2010 2009
Accrued payroll and benefi $26,55! $25,84
Accrued litigation settlemer 4,54¢ —
Accrued income taxe 1,93¢ 2,92(
Accrued sales reba 3,82¢ 2,61C
Accrued sales tax and value added 2,94( 2,39:
Accrued warrant 2,607 2,37¢
Accrued sales and marketing exper 2,95¢ 1,95¢
Other 5,994 4,728
$51,35¢ $42,82:
Warranty
Warranty accrual as of December 31, 2010 and 2608ists of the following activity (in thousands):

Warranty accrual, December 31, 2( $ 2,031

Charged to cost of revenu 2,92¢

Actual warranty expenditure 2,581

Warranty accrual, December 31, 2( 2,37¢

Charged to cost of revenu 2,79:

Actual warranty expenditure 2,56%2)

Warranty accrual, December 31, 2( $ 2,60
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Note 4. Impairment of Long-Lived Assets

We evaluate the recoverability of property and pmeént whenever events or changes in circumstandéasate that the carrying value of
a long-lived asset may not be recoverable. Ouragement decided to cease further investment intamially developed software tool for
business process management resulting in an agsairment charge of $1.7 million which was recordedeneral and administrative expense
in the fourth quarter of 2008. The impairment gadors which management considered included theHatthis internally developed software
tool was not completed and management concludechthaarket participant would be willing to purcham unfinished customized
application, therefore the fair value was determittebe zero, and the capitalized amount of thevswé tool was written off. There were no
impairment charges in 2010 and 2009.

Note 5. Intangible Assets

The intangible assets represent non-compete agréemeeeived in conjunction with the October 2006h@Clear Agreement at gross
value of $14.0 million. These assets are amortired straight-line basis over the expected udiédudf five years. As of December 31, 2010
and December 31, 2009, the net carrying valueasfd@mon-compete agreements was $2.2 million (ngt D@8 million of accumulated
amortization) and $5.0 million (net of $9.0 milliaf accumulated amortization), respectively.

For each of the three years ended December 31, 2000 and 2008, total amortization expense fa@mgible assets was
$2.8 million. The total estimated annual futureoatization expense for 2011 is $2.2 million.

Note 6. Litigation Settlements
Ormco

On August 16, 2009, we entered into three agreesneitih Ormco Corporation (“Ormco”), an affiliate Dlanaher Corporation
(“Danaher”): a Settlement Agreement, a Stock Pwselfgreement, and a Joint Development, MarketinhSales agreement (“Collaboration
Agreement”). The Settlement Agreement ended altljjmg litigations between the parties, and we atjted1) make a cash payment of $13.2
million upon the execution of the agreement andg®)e a total of 7.6 million non-assessable shareesmmon stock pursuant to the Stock
Purchase Agreement. The settlement value wasatédlddetween past infringement and future useeop#tent based on total case shipments
during the period of infringement. We attribute8B% million to past infringement claims, basedcase shipments from September 9, 2003
through August 16, 2009. This was recorded agliitbn settlement costs and included in our opsgagxpenses. Additional royalty costs
based on case shipments between August 17, 2089gthdanuary 19, 2010 totaling $7.0 million wereorded as prepaid royalties as of the
settlement date. We amortized $6.2 million of phepaid royalties to cost of sales for the yearedrdecember 31, 2009 and the remaining
$0.8 million was amortized during first quarterasf10.

OrthoClear Insurance Settlement

In June 2010, we received an $8.7 million insurasetdement over a disputed coverage under ourrgkligbility umbrella that was not
previously reimbursed by our insurer related to@nthoClear litigation. This insurance settlemeas included in our 2010 operating
expenses.

Leiszler

On May 10, 2010, Christopher J. Leiszler filed anptaint against us in the United States Districu@déor the Northern District of
California. The complaint alleges that we impleteenunfair and fraudulent
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requirements for the prescription of Invisalignathgh the Invisalign Proficiency Requirements. dnuary 2010 Dr. Leiszler’'s Invisalign
provider status was suspended for failing to meefRroficiency Requirements. Dr. Leiszler suedbenalf of himself and all others similarly
situated. The complaint seeks a refund of theegraid to us for Invisalign training. On Octob& 2010, we entered into a memorandum of
understanding to resolve this litigation, and orvélaber 30, 2010, we executed a formal Stipulatfd®eitlement which must be approved by
the Court. On December 23, 2010, the Court grapteliminary approval of the proposed settleméltie Court has scheduled a hearing in
April 2011 to determine whether to grant final apal of the proposed settlement. Under terms @ftloposed settlement, class members can
be reinstated to prescribe Invisalign treatmenturértain circumstances (the “Reinstatement BEhefCertain class members will have the
option to elect a cash remedy instead of the Ratieistent Benefit. Pursuant to the proposed settierimeJanuary 2011, we deposited
approximately $8.0 million into an escrow accounpay eligible class members who elect the casledgnas well as legal fees and other
costs. We recorded a total litigation settlemérarge of $4.5 million during 2010 for our estimatiadbility related to this settlement. We will
continue to assess and evaluate the matter withegal counsel and update the estimated settleohemge as appropriate as new information
becomes available.

Note 7. Legal Proceedings
Weber

On May 18, 2007, Debra A. Weber filed a consumasshction lawsuit against us, OrthoClear, Inc.@rtdoClear Holdings, Inc. (d/b/a
OrthoClear, Inc.) in Syracuse, New York, U.S. Didt€Court. The complaint alleges two causes dbacagainst the OrthoClear defendants
one cause of action against us for breach of cantiBhe cause of action against us titled “Breaichhird Party Benefit Contract” references
our agreement to make Invisalign treatment avalablOrthoClear patients, alleging that we failemlprovide the promised treatment to
Plaintiff or any of the class members.” On Jun2®,0, the Court granted our motion for summary jndgt and dismissed us from the action.

On June 29, 2010, Weber requested that the Cotant famal judgment as to Align pursuant to Fedé&ale of Civil Procedure 54(b) in
order to certify Align’s dismissal for immediatepgal. We filed an opposition to Weber's requesioly 19, 2010, on the grounds that Weber
failed to show that exceptional circumstances waetthe entry of a final judgment where fewer thirelaims or parties had been
dismissed. On August 20, 2010, the Court denietdée motion. On October 29, 2010, the Court dismiskedaction against OrthoClear ¢
OrthoClear Holdings Inc. with prejudice at the regof the remaining parties pursuant to a settém&he Stipulation and Order of Dismissal
with Prejudice entered by the Court provides thatgettlement and dismissal does not affect amysig/eber may have to appeal dismissal of
the action as against us. We believe there isvitterce to indicate that a reasonable possibilitgte that a loss had been incurred as of
December 31, 2010.

Securities Litigation

In August 2009, Plaintiff Charles Wozniak filedaasuit against us and our Chief Executive Officett Rresident, Thomas M. Prescott
(“Mr. Prescott”), in District Court for the NortheDistrict of California on behalf of a claimed staconsisting of all persons or entities who
purchased our common stock between January 30, &@DDctober 24, 2007. The complaint allegesAligh and Mr. Prescott violated
Section 10(b) of the Securities Exchange Act 0f4l88d that Mr. Prescott violated Section 20(ahef$ecurities Exchange Act of
1934. Specifically, the complaint alleges thatinlythe class period, we failed to disclose thathae shifted the focus of our sales force to
clearing backlog, causing a significant decreagaémumber of new case starts. On November 18,28e Court appointed Plumbers and
Pipefitters National Pension Fund as lead

76



Table of Contents

ALIGN TECHNOLOGY, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)

plaintiff. The lead plaintiff fled an amended cplaint on January 29, 2010. The amended compddleges that we and Mr. Prescott issued a
number of purportedly false and misleading stateamtimoughout the class period concerning the Risti€irst program, our production
capacity, a purported backlog, and the focus ofsalgs force. On March 26, 2010, we and Mr. Pteé$ited a motion to dismiss the amended
complaint. The motion was heard by the Court dp 9u2010, and the Court has not yet releasedirggron the motion. We believe the
lawsuit to be without merit and intend to vigorgudefend ourselves. We believe there is not Sefficevidence to conclude that a reasonable
possibility exists that a loss had been incurredfddecember 31, 2010.

Note 8. Credit Facilities

On December 14, 2010, we renegotiated and amendeskisting credit facility with Comerica Bank. der this revolving line of credit,
we have $30.0 million of available borrowings withmaturity date of December 31, 2012. The intewston borrowings will range from
Libor plus 1.5% to 2.0% depending upon the amofisash we maintain at Comerica Bank. This creatitlity requires a quick ratio covenant
and also requires us to maintain a minimum unestticash balance of $10.0 million. Additionailythe event our unrestricted cash depo
is less than $55.0 million, the unused facility #&# increase from 0.050% per quarter to 0.125%qearter. As of December 31, 2010, we
had no outstanding borrowings under this creditifp@nd are in compliance with the financial coaets.

Note 9. Commitments and Contingencies
Operating leases

We rent our facilities and certain equipment anbeaobiles under non-cancelable operating leasegeraents. Facility leases expire at
various dates through 2015 and thereafter and gesvior pre-negotiated fixed rental rates durirggtdrms of the lease.

We have a facility in San Jose, Costa Rica. Thaitiacomprises approximately 63,000 square fdehanufacturing and office
space. The monthly rent in 2010 for the Costa Ricdity is approximately $84,000. We renewed lggese in March 2008 for an additional
five year term, which commenced in October 2008 explres in September 2013.

We also have a facility in Juarez, Mexico used smufacture clear aligners. This facility compriségpproximately 68,000 square feet
of manufacturing and office space with a monthiytiia 2010 of approximately $32,000. We assumedéhse from International
Manufacturing Solutions in December 2008 and wipiee in July 2013.

Our European headquarters are located in AmsterdlaenNetherlands. On August 3, 2007, the oridieate agreement was amended to
expand our Amsterdam facility to approximately D& @quare feet of office space. This lease witliexin June 2012, with an option to ren
for an additional five year term. We may also tieate this lease in June 2012 for a fee of appratety $125,000. The monthly rent in 2010
for the Amsterdam facility is approximately $45,000

On January 26, 2010, we entered into an agreeméshse new corporate headquarters of approximagsy024 square feet in San Jose,
California. The lease agreement commenced onJ8n2010 and will continue for an initial term @v&n years and two months. The mor
rent in 2010 for our San Jose, California corpohatadquarters is approximately $130,000. The aggaefor our previous corporate
headquarters in Santa Clara, California, expiredwre 30, 2010.
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We recognize rent expense on a straight-line lma&s the lease period, and accrued for rent expieesered but not paid. Total rent
expense was $4.7 million, $3.8 million, and $3.8iom, for the years ended December 31, 2010, 20@P2008, respectively.

Minimum future lease payments for non-cancelaldsds as of December 31, 2010, are as follows gumstinds):

Fiscal Year Operating lease
2011 $ 5,59¢
2012 4,40¢
2013 3,492
2014 2,491
2015 2,53:
Thereaftel 4,31¢
Total minimum lease paymer $ 22,83¢

Note 10. Stockholders’ Equity
Preferred Stock Rights Agreement

The Preferred Stock Rights Agreement (the “Righgse&ment”) is intended to protect stockholders frorfair or coercive takeover
practices. In accordance with the Rights AgreentbetBoard of Directors declared a dividend disttion of one preferred stock purchase
right (a “Right”) for each outstanding share of aammon stock to stockholders of record on Noven2Be2005. Each Right entitles
stockholders to buy one ottleeusandth of a share of our Series A Participa@referred Stock, par value $0.0001 per sharey ekarcise pric
of $37.00, subject to adjustment. Rights will beecexercisable upon the occurrence of certain syerdiuding a person or group acquiring
the announcing the intention to acquire benefiowahership of 15% or more of the then outstandingmon stock without the approval of the
Board of Directors. Each holder of a Right wilileahe right to receive, upon exercise, share@wofaon stock having a value equal to two
times the purchase price. The Rights will expmeNmvember 22, 2015 or upon the exercise of thétRjgvhichever occurs earlier.

Common Stock

The holders of common stock are entitled to recdivielends whenever funds are legally available whdn and if declared by the Board
of Directors. We have never declared or paid dimits on our common stock.
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Stock-based Compensation Expense

Stock-based compensation expense is based ontitmates! fair value of awards, net of estimateddituires and recognized over the
requisite service period. Estimated forfeiturestaased on historical experience at the time aftgrad may be revised, if necessary, in
subsequent periods if actual forfeitures diffenirthose estimates. The stock-based compensatpmnsa related to all of our stock-based
awards and employee stock purchases for the yadesiddecember 31, 2010, 2009, 2008 is as followthpusands):

For the Years Ended December 3]

2010 2009 2008
Cost of revenue $ 1,62¢ $ 1,50 $ 1,75¢
Sales and marketir 4,43( 4,30¢ 5,28¢
General and administrati 7,931 7,641 8,011
Research and developmt 2,082 1,637 2,004
Total stocl-based compensatit $16,07: $15,08¢ $17,057

Stock-based Compensation Plans

Our 2005 Incentive Plan provides for the grantihnoentive stock options, non-statutory stock ops, restricted stock units, stock
appreciation rights, performance units and perforceashares to employees, non-employee directalsz@msultants. Options are granted for
terms not to exceed ten years and generally vestdyears with 25% vesting one year from the daggant and 1/48 each month
thereafter. Any shares granted as an award ofatest stock, restricted stock unit, performancarstor performance unit are counted against
the authorized share reserve as two (2) shares/éoy one (1) share subject to the award, and laames cancelled will be returned at the same
ratio. In addition, an aggregate of 5,000,000 sh#nat would have been returned to our expired B10ck Incentive Plan as a result options
cancelled or shares repurchased, can be added stidines available under the 2005 Incentive Pléuis plan expired on December 31, 2010.

On May 20, 2010 our stockholders voted to amen@@®5 Incentive Plan. The amended plan extende@ldn expiration date to
December 31, 2020, increased the number of shasesved for issuance by 3,300,000 shares, andeddioe maximum option term to seven
years. The amended 2005 Incentive Plan also clahgeshare reserve ratio such that shares subjactaward of restricted stock, restric
stock units, performance shares or performance wiit now be counted against the authorized sheserve as one and one-half {12) share
for every one (1) share subject to the award, aydshares cancelled will be returned at the satie ra

As of December 31, 2010, we have a total of 4,18D$hares reserved and available for issuance vitstides 2,375,766 shares that
have been transferred from the 2001 Stock Inceftiaa.
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Stock Options

Activity for the years ended December 31, 2010,280d 2008 under the stock option plans are stt bmlow (in thousands, except
years and per share amoun

Stock Options
Weighted
Average
Remaining
Number of Weighted Contractual Aggregate
Shares Average
Underlying Exercise Term Intrinsic
Stock Options Price per Share (in years) Value
Outstanding at of December 31, 200 7,13 $ 10.9¢
Granted 2,18 12.7¢
Exercisec (912) 6.5(C
Cancelled or expire (1,099 14.0z
Outstanding at December 31, 200 7,30¢ 11.6¢
Granted 1,13¢ 8.62
Exercisec (58¢€) 7.0%
Cancelled or expire (369 12.4f
Outstanding at of December 31, 200 7,48¢ 11.4¢
Granted 1,501 17.6¢
Exercisec (913 7.87
Cancelled or expire (260 14.6:
Outstanding at of December 31, 201 7,81F $ 12.9¢ 5.71 $51,64¢
Vested and expected to vest at December 31, 7,604 $ 12.9¢ 5.6¢ $50,71¢
Exercisable at December 31, 2( 5,151 $ 12.0¢ 5.12 $38,871

The aggregate intrinsic value in the table abopeasents the total pre-tax intrinsic value (théedénce between our closing stock price
on the last trading day in 2010 and the exercige pmultiplied by the number of in-the-money op8d that would have been received by the
option holders had all option holders exercised thygtions on the last day of each fiscal yearisEmount will fluctuate based on the fair
market value of our stock. The total intrinsicu@bf stock options exercised for the years endsgeBber 31, 2010, 2009 and 2008 was
$9.2 million, $3.2 million, and $5.2 million, respvely. We issue new shares upon the exerciggptdns.

The fair value of stock options granted was estuait the grant date using the Black-Scholes optiming model with the following
weighted average assumptions:

2010 2009 2008
Stock options:

Expected term (in year 4.4 4.4 4.4
Expected volatility 63.2% 62.(% 60.(%
Risk-free interest rat 1.9% 1.6% 2.8%
Expected dividen: — — —
Weighted average fair value at grant c $9.0¢ $4.32 $6.4(C

The expected term of stock options represents #ighted-average period the stock options are eggddotremain outstanding. We used
a mid-point model to determine the expected terstatk options based on our

80



Table of Contents
ALIGN TECHNOLOGY, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)
historical exercise, post-vesting cancellation expee, and the remaining contractual term of austanding options.
We use our own historical volatility.

The risk-free interest rate is based on the impfiettl on a U.S. Treasury zero-coupon issue withnaaining term equal to the expected
term of the option.

We have not paid any cash dividends since inceptimhdo not anticipate paying cash dividends irféheseeable future, therefore we
used an expected dividend of zero.

As of December 31, 2010, there was $13.8 milliototdl unamortized compensation costs relatedotckstptions and these costs are
expected to be recognized over a weighted averagedoof 2.3 years. For the year ended Decembe2(l0, the total recognized tax effect
from exercised options was $0.9 million.

The options outstanding and exercisable by exeprise at December 31, 2010 are as follows:

Options Outstanding Options Exercisable
Weighted
Average
Remaining
Contractual Weighted Weighted
Average Average
Term Exercise Exercise
Range of Exercise Price Shares (in years) Price per Share Shares Price per Share
$ 218 % 781 2,088,63: 5.2C $ 7.11 1,664,19 $ 6.94
7.84- 13.00 2,464,74. 6.31 11.2¢ 1,783,26. 10.7¢
13.04- 17.94 2,324,71. 6.1¢ 17.5¢ 873,36 17.5¢
17.97- 27.06 936,87¢ 4.0¢ 19.3¢ 830,37t 19.3¢
$ 2.18 $27.06 7,814,97. 5.71 $ 12.9¢ 5,151,19! $ 12.0¢

Restricted Stock Units

The fair value of restricted stock units is baseauor closing stock price on the date of grantsutnmary of the nonvested shares for the
years ended December 31, 2010, 2009 and 200&adi@ss (in thousands, except years and per shauats):

Contractual Aggregate
Average Grant
Shares Date Fair Term Intrinsic
Underlying RSUs Value Price per Share (in years) Value
Nonvested as of December 31, 2( 651 $ 15.7¢
Granted 68t 12.7¢
Vested and releast (25¢) 15.5¢
Forfeited (206 15.0(C
Nonvested as of December 31, 2( 872 13.6¢
Granted 32¢ 8.5¢
Vested and releast (257) 13.3¢
Forfeited (65 12.4¢
Nonvested as of December 31, 2( 87¢€ 11.9¢
Granted 427 17.5¢
Vested and releas¢ (327) 12.72
Forfeited (71) 13.8(
Nonvested as of December 31, 2( 90& $ 14.1¢ 1.1¢€ $17,70:
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The aggregate intrinsic value in the table abopeasents the total pre-tax intrinsic value (cal@deby multiplying our closing stock
price on the last trading day of 2010 by the nundferon-vested RSUs) that would have been recdiyetie unit holders had all RSUs been
vested and released on the last day of each fiseal This amount will fluctuate based on the faérket value of our stock. During 2010, of
the 327,020 shares vested and released, approkimbatg93 vested shares were withheld for execURi8&) tax payments, resulting in a net
issuance of 266,227 shares.

The total intrinsic value of RSUs vested and reddaduring 2010, 2009 and 2008 was $5.8 million9 $&illion and $2.9 million,
respectively. As of December 31, 2010, there via6 #hillion of total unamortized compensation castated to RSUs, and these costs are
expected to be recognized over a weighted averagedoof 2.1 years.

Employee Stock Purchase Plan

Our 2001 Employee Stock Purchase Plan (the “200¢hase Plan”) consists of consecutive overlappiventy-four month offering
periods with four six-month purchase periods inheaffering period. Employees purchase shares %t @5the fair market value of the
common stock at either the beginning of the ofigeriod or the end of the purchase period, whiehevlower. During the year ended
December 31, 2010, we issued 643,129 shares umel@001 Purchase Plan. As of December 31, 2010esesved 14,933,456 shares of
common stock for future issuance and 10,981,608shamain available for future issuance. Theserved shares will be cancelled upon the
expiration of the final purchase period under th@22Purchase Plan.

In May 2010, our shareholders approved the 2010l&ep Stock Purchase Plan (the “2010 Purchase Rlanéplace the 2001 Purche
Plan which expired on January 31, 2011. The temusfeatures of the 2010 Purchase Plan are suiadliatiie same as the 2001 Purchase Plan
and will continue until terminated by either thedBo or its administrator. The maximum number @frek available for issuance under the
2010 Purchase Plan is 2,400,000 shares.

The fair value of the option component of the PasehPlan shares was estimated at the grant datgthsi Black-Scholes option pricing
model with the following weighted average assumsio

December 31

2010 2009 2008
Employee Stock Purchase Plar

Expected term (in year 1.3 1.3 1.2
Expected volatility 55.8% 74.€% 67.2%
Risk-free interest rat 0.4% 0.6% 2.2%
Expected dividen: — — —
Weighted average fair value at grant c $7.22 $3.7¢ $4.8¢

As of December 31, 2010, there was $0.3 milliototdl unamortized compensation costs related td@rap stock purchases. These
costs are expected to be recognized over a weighvierdge period of 0.6 years.

Note 11. Common Stock Repurchase Program

In April 2008, our Board of Directors approved arooon stock repurchase program authorizing managetmeepurchase up to
$50 million of our outstanding common stock. Dgr2008, we purchased approximately 4.7 million skaf common stock at an average
price of $10.76 per share for an aggregate
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purchase price of $50.1 million including commissi@and completed the stock repurchase program.cdinenon stock repurchases reduced

additional paid-in capital by $38.6 million and ieased accumulated deficit by $11.6 million. Alpurchased shares were retired, and there
were no stock repurchases during 2010 and 2009.

Note 12. Employee Benefit Plan

In January 1999, we adopted a defined contributinement plan under Section 401(k) of the InteRevenue Code. This plan covers
substantially all employees who meet minimum agksarvice requirements and allows participantseferda portion of their annual
compensation on a pre-tax basis. In 2009, ourdofbDirectors authorized us to match 50% of ouplayee’s salary deferral contributions
to a 6% of the employee’s eligible compensatioratife 2010. We contributed approximately $1.6iarilto the 401(k) plan in 2010.

Note 13. Income Taxes
Deferred tax assets and liabilities were as follgwshousands):

Years Ended December 31,

2010 2009
Deferred tax asset

Net operating loss and capital loss carryforw: $ 27,48t $ 47,60°
Credit carryforward: 7,08( 7,58
Reserves & accrua 9,241 8,94’
Depreciation and amortizatic 5,10z 6,19¢
Stock-based compensatic 7,91¢ 5,60¢
Other 92¢ 78t
57,76¢ 76,72¢

Deferred tax liabilities
Prepaid expenst 913 1,73¢
Translation gain (5) 23¢
Other 864 1,34
1,772 3,32
Net deferred tax assets before valuation allow: 55,99 73,40:
Valuation allowanct (6,079) (6,182)
Net deferred tax asse $ 49,918 $ 67,22(

With the exception of certain capital loss and iigmenet operating loss carryforwards, we releakeddx valuation allowance on most of
the deferred tax assets and recorded an incomeetafit of $64.6 million for the year ended Decentiis 2008. As of December 31, 2010,
we believed, except for the items noted aboveithveds more likely than not, that the amount ofesledd tax assets recorded on the balance
sheet will be realized. However, should there lbange in our ability to recover our deferreddagets, the tax provision would increase il
period in which it is more likely than not that wannot recover our deferred tax assets.
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At December 31, 2010, we had net operating losyftawards of approximately $134.5 million for fedépurposes and $67.6 million
for California state tax purposes. If not utilizéidese carryforwards will begin to expire begimgnin 2020 for federal purposes and 2013 for
California purposes.

We have research credit carryforwards of approxetgei4.5 million for federal purposes and $3.8 imillfor California state tax
purposes. If not utilized, the federal credit gorwards will begin to expire in 2017. The Califiéa state credit can be carried forward
indefinitely.

During fiscal year 2010, the amount of unrecogniedbenefits was increased by $5.0 million. Tdtaltamount of unrecognized tax
benefits was $11.0 million as of December 31, 2@dtich would impact our effective tax rate if rectmed. We recognize interest and
penalties related to unrecognized tax benefits@sygponent of income tax expense. Interest andlfies are immaterial and are included in
our unrecognized tax benefits.

The following is a rollforward of our total grosanecognized tax benefit for 2010 (in thousands):

Unrecognized tax benefit as of January 1, 2 $ 2,81¢
Tax positions related to current ye
Additions for uncertain tax positior 314
Tax positions related to prior yei
Reductions for uncertain tax positic (252)
Unrecognized tax benefit as of December 31, 2 $ 2,87¢

Tax positions related to current ye

Additions for uncertain tax positiot 1,691
Tax positions related to prior yei
Additions for uncertain tax positiot 1,73¢
Reductions for uncertain tax positic (378
Unrecognized tax benefit as of December 31, 2 $ 5,92¢
Tax positions related to current ye
Additions for uncertain tax positior 2,74
Tax positions related to prior yei
Additions for uncertain tax positiot 2,29(
Unrecognized tax benefit as of December 31, 2 $10,96:

We are subject to taxation in the U.S. and vargiates and foreign jurisdictions. All of our tasays will be open to examination by the
U.S. federal and most state tax authorities duritanet operating loss and overall credit carryBmavposition. With few exceptions, we are no
longer subject to examination by foreign tax auties for years before 2006.
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The differences between income taxes using thedédmtutory income tax rate of 35% and our effeectax rate were as follows:

Years Ended December 31,

2010 2009 2008
U.S. federal statutory income tax ri 35.0(% 35.0(% 35.0(%
State income taxes, net of federal tax bel 2.97 1.8¢ 7.74
Deferred tax benefits utilize — — (67.09
Foreign losses not benefit — — 4.1¢
Impact of differences in foreign tax rai (11.1¢ (14.99 (8.19)
Amortization of stoc-based compensatic 1.5t (6.5%) 32.3(
Non-deductible foreign exchange los: — — (0.97
Non-deductible meals & entertainment char 0.5C (1.3) 3.21
Valuation allowance relea: — — (378.39)
Other items not individually materi (1.69 (6.40 3.57
27.2(% 7.66% (368.49%)

The domestic and foreign components of income )los&re provision for income taxes were as follgimshousands):

Years ended December 31,

2010 2009 2008
Domestic $ 57,14¢ $(23,07%) $13,33¢
Foreign 44,85¢ (10,819 3,74
Total $102,00: $(33,899) $17,07¢

In June 2009, the Costa Rica Ministry of Foreigade, an agency of the Government of Costa Ricajepiaa twelve year extension of
the tax incentives, which were previously grante@002. Under these incentives, all of the incam@osta Rica during these twelve year
incentive periods is subject to reduced rates aft&€Rica income tax. The incentive tax rates ¥pire in various years beginning in
2017. The Costa Rica corporate income tax ratenthald apply, absent the incentives, is 30% fat®0As a result of these incentives,
income taxes were reduced by $12.7 million in 20B@cause Costa Rica incurred a net loss in 20D8pnbenefit was realized from these
incentives in 2009. In order to receive the berdfthe incentives, we must hire specified numlmérsmployees and maintain minimum levels
of fixed asset investment in Costa Rica. If wendbfulfill these conditions for any reason, oucéntive could lapse and our income in Costa
Rica would be subject to taxation at higher ratdgch could have a negative impact on our operatsgits.
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The provision for (benefit from) income taxes caeiesil of the following (in thousands):

Years Ended December 31,

2010 2009 2008
Federal
Current $ — $(1,196) $ 26¢
Deferred 23,19! (1,439 (56,939
23,19: (2,639 (56,666
State
Current 38¢€ (96) 784
Deferred 2,91/ (1,119 (7,679
3,30( 1,211 6,89(
Foreign
Current 1,197 1,28( 64E
Deferred 60 (60 —
1,257 1,22( 64E
Provision for (benefit from) income tax $27,75( $(2,629) $(62,91)

We have not provided additional U.S. income taxesidistributed earnings from non- U.S. operatasnsf December 31, 2010 because
such earnings are intended to be reinvested irtifiroutside of the United States.

Note 14. Net Profit (Loss) per Share

Basic net profit (loss) per share is computed usliegwveighted average number of shares of comnuak sturing the year less unvested
common shares subject to repurchase. Dilutedmoéit floss) per share is computed using the weidlgverage number of shares of common
stock, adjusted for the dilutive effect of potehtiammon stock. Potential common stock, computgdguthe treasury stock method, includes
options, restricted stock units, and the dilutieenponent of Purchase Plan shares.

The following table sets forth the computation aéle and diluted net profit (loss) per share aittable to common stock (in thousands,
except per share amounts):

Years Ended December 31,

2010 2009 2008
Numerator:

Net profit (loss) $74,25; $(31,269) $79,98"

Denominator
Weightec-average common shares outstanding, k 75,82¢ 69,09 66,81:
Dilutive effect of potential common stor 2,25k — 1,252
Total shares, dilute 78,08( 69,09¢ 68,06¢
Net profit (loss) per share, ba: $ 0.9¢ $ (0.4%) $ 1.2C
Net profit (loss) per share, diluti $ 0.9t $ (0.4%) $ 1.1¢
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For the years ended December 31, 2010, 2009 ar@] 2@k options, restricted stock units, and eygdostock purchases totaling
3.0 million, 9.3 million, and 5.1 million, respeatily, were excluded from diluted net profit (lopgr share because of their anti-dilutive effect.

Note 15. Comprehensive Income (Loss)

Comprehensive income (loss) includes net profggjpforeign currency translation adjustments amealized gains and losses on
available-for-sale securities. The componentafgrehensive income (loss) are as follows (in thods):

Years Ended December 31,

2010 2009 2008

Net profit (loss) $74,25: $(31,269) $79,98
Foreign currency translation adjustme (302) 16¢ (421)
Change in unrealized gain/(loss) on avail-for-sale securitie (19) 18 33

Comprehensive income (los $73,93: $(31,087) $79,59¢

Note 16. Supplemental Cash Flow Information
The supplemental cash flow information consisttheffollowing (in thousands):

Years Ended December 31,

2010 2009 2008
Taxes paic $1,89¢ $ 2,00/ $1,51C
Interest paic $ 19 $ 84 $ —
Non-cash investing and financing activitit
Fixed assets acquired with accounts payable ouaddrabilities $ 90¢€ $ 1,79(C $1,322
Stock component of litigation settlement cc $ — $63,51¢ $ —

Note 17. Segments and Geographical Information
Segments

We report segment data based on the managemewaapprhich designates the internal reporting thased by management for
making operating decisions and assessing performasthe source of our reportable operating segméniring all periods presented, we
operated as a single business segment.
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Geographical Information
Net revenues and long-lived assets are presented by geographic area (in thousands):

For the Years Ended December 31

2010 2009 2008
Net revenues
North America $290,84" $237,03: $240,21(
Europe 92,03: 72,24¢ 61,65:
Other internations 4,247 3,05¢ 2,11¢
Total net revenue $387,12¢ $312,33¢ $303,97¢
As of December 31
2010 2009 2008
Long-lived assets
North America $ 85,57¢ $ 91,54¢ $ 99,08¢
Europe 837 1,01¢ 96C
Other internations 1,91¢ 1,37¢ 1,38¢
Total lon¢-lived asset: $ 88,33. $ 93,94: $101,43¢

Note 18. Restructurings

During 2008, we announced restructuring plans in dod October to increase efficiencies acrosothanization and lower the overall
cost structure. In July 2008, we implemented &uwegiring plan to reduce its full time headcoupt® employees including a phased-
consolidation of order acquisition operations fronr former corporate headquarters in Santa Claakifothia to Juarez, Mexico, which was
completed by the end of 2008. The October restring plan included a total reduction of 111 filhé headcount in Santa Clara, Californie
July 2009 as we moved our customer care, accoeog¢svable, credit and collections, and customenesagistration organizations, in Santa

Clara, California to existing facilities in CostécR.

In 2008, we incurred approximately $6.2 millionré@structuring expenses relating to these actionshwhcluded $0.7 million related to
the acceleration of stock option vesting and $5lbamn related to severance and termination besgfif which $3.0 million was paid during t

year.

In 2009, we incurred approximately $1.3 millioncafsts related to severance and termination benéfliere were no costs incurred

relating to the restructuring plans during 2010.
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Activity and liability balances related to restruighg plans for 2008 through 2009 are as followstifiousands):

Balance at January 1, 20
Restructuring cos

Cash payment

Balance at December 31, 2C
Restructuring cos

Cash payment

Balance at December 31, 2C

All liability balances related to the restructuripgans were paid by the end of 2009.
89

Severance an

Benefits

$ —
5,56¢
(3,067
2,501
1,31¢
(3,820)
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON AC COUNTING AND FINANCIAL DISCLOSURE
None

ITEM 9A. CONTROLS AND PROCEDURES
Evaluation of disclosure controls and procedures.

Under the supervision and with the participatiomof management, including our Chief Executive €ffiand our Chief Financial
Officer, we have evaluated the effectiveness ofiiggign and operation of our disclosure controts@oecedures (as defined in Rules 13de)
and 15d-15(e) under the Exchange Act). Based tlptrevaluation, our Chief Executive Officer and @hief Financial Officer have
concluded that our disclosure controls and proesiare effective as of December 31, 2010 to pronddsonable assurance that information
required to be disclosed by us in the reportswleafile or submit under the Exchange Act is acclated and communicated to our
management, including our Chief Executive Officed aur Chief Financial Officer, as appropriateatiow timely decisions regarding requir
disclosure, and that such information is recorgedcessed, summarized and reported within the pien@ds specified in the Securities and
Exchange Commission rules and forms.

Management’s annual report on internal control ovéinancial reporting.

See “Report of Management on Internal Control duvaancial Reporting” on page 59 of this Annual Repm Form 10-K, which is
incorporated herein by reference.

Changes in internal control over financial reportip

There have been no changes in our internal coow financial reporting during the year ended Delocer 31, 2010 that have materially
affected or are reasonably likely to materiallyeatf our internal control over financial reporting.

ITEM 9B. OTHER INFORMATION
None.
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PART IlI

Certain information required by Part Il is omitte]dm this Form 10K because we intend to file a definitive Proxy 8taént for our 201
Annual Meeting of Stockholders (the “Proxy Statetflenot later than 120 days after the end of tisedl year covered by this Annual Report
on Form 10-K, and certain information to be inclddleerein is incorporated herein by reference.

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNA NCE

The information required by Item 401 of Regulat®#K concerning our directors is incorporated brefce to the Proxy Statement
under the section captioned “Election of Directbf$ie information required by Item 401 of Regulati8-K concerning our executive officers
is set forth intem 1—"Business” of this Annual Report on FormK0-The information required by Item 405 of Reguat5-K is
incorporated by reference to the section entitfeelction 16(a) Beneficial Ownership Reporting Comrpdie” contained in the Proxy
Statement. The information required by Item 40Fddf Regulation S-K is incorporated by referetméhe Proxy Statement under the section
entitled “Corporate Governance—Board of Director€&8mmittee Meetings—Audit Committee”.

Code of Ethics

We have a code of ethics that applies to all ofesnployees, including our principal executive adficprincipal financial officer and
principal accounting officer. This code of ethisposted on our Internet website. The Interndtess for our website isww.aligntech.com
and the code of ethics may be found on the “CotpdEovernance” section of our “Investor Relationgbpage.

We intend to satisfy the disclosure requirementeuriggm 5.05 of Form 8-K regarding an amendmenbtayaiver from, a provision of
this code of ethics by posting such informatioroon website, at the address and location spediede, or as otherwise required by the
NASDAQ Global Market

ITEM 11. EXECUTIVE COMPENSATION

The information required by Iltem 402 of Regulat® is incorporated by reference to the Proxy St&tet under the section captioned
“Executive Compensation”. The information requitsditems 407(e)(4) and (e)(5) is incorporated dference to the Proxy Statement under
the section captioned “Corporate Governance—CongtemsCommittee Interlocks” and “Compensation Cotteri Report”, respectively.
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ITEM12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

The information required by Item 403 of Regulat®#K is incorporated by reference to the Proxy $tatet under the section captioned
“Security Ownership of Certain Beneficial Ownersldanagement.”

Equity Compensation Plan Information

The following table provides information as of Dexdger 31, 2010 about our common stock that maysedupon the exercise of
options and rights granted to employees, consaltanmembers of our Board of Directors under altéxg equity compensation plans,
including the 1997 Equity Incentive Plan, the Enygle Stock Purchase Plan, the 2001 Stock Incentareahd the 2005 Incentive Plan, eac
amended, and certain individual arrangements.

Number of securities

Number of securities remaining available for
to be issued upon exercit Weighted averagr future issuance under
equity compensation plan
of outstanding options exercise price of
and restricted stock outstanding (excluding securities
Plan Category units(a) options(b) reflected in column(a))
Equity compensation plans approve
by security holder 8,720,88(1)(2) $ 12.9¢ 4,110,98:(3)
Equity compensation plans r
approved by security holde — — —
Total 8,720,88. $ 12.9¢ 4,110,98:

(1) This number reflects the number of securitiebe issued upon exercise of outstanding optiodgestricted stock units under the 1997
Equity Incentive Plan, the 2001 Stock IncentivenPknd the 2005 Incentive Plan. The 905,912 msttistock units included in this
number have an exercise price of zt

(2) We are unable to ascertain with specificity tlaenber of securities to be issued upon exercisaitstanding rights under the Employee
Stock Purchase Plan or the weighted average egqudise of outstanding rights under the EmployexiSPurchase Pla

(3) Please seNote 10“ Stockholder Equity” in the Notes to our Consolidated Financial Statetsfor description of equity compensati
plans.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE

The information required by Item 404 and Item 40Regulation S-K is incorporated by reference ® Biroxy Statement under the
sections captioned “Certain Relationships and Rdl&arty Transactions” and “Corporate Governanceredbir Independence”, respectively.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

The information required by Item 9(e) of SchedWd bf the Securities Act of 1934, as amended, ¢siiporated by reference to the
Proxy Statement under the section captioned “Ratifin of Appointment of Independent Registeredlieuccountants.”
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PART IV

ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES
(@) Financial Statemen
1. Consolidated Financial Stateme

The following documents are filed as part of thizndial Report on Form 10-K:

Report of Independent Registered Public Accourfiinm 60
Consolidated Statements of Operations for the yerded December 31, 2010, 2009 and 2 61
Consolidated Balance Sheets as of December 31,&01200¢ 62
Consolidated Statements of Stockhol’ Equity for the years ended December 31, 2010, 20@9200¢ 63
Consolidated Statements of Cash Flows for the yeradled December 31, 2010, 2009 and - 64
Notes to Consolidated Financial Stateme 65

2.  The following financial statement schedule is fiesdpart of this Annual Report on Formr-K:
Schedule Il—Valuation and Qualifying Accounts anesBrves

All other schedules have been omitted as they atreaguired, not applicable, or the required infation is otherwise included.

SCHEDULE II: VALUATION AND QUALIFYING ACCOUNTS AND RESERVES

Additions
Balance a (reductions)
Reclass
Beginning to Costs from
and Write Other Balance at
of Period Expenses offs Accounts End of Period
(in thousands)
Allowance for doubtful accounts:
Year ended December 31, 2( $ 76C $ 71 $(184) $ (39 $ 612
Year ended December 31, 2C $ 61z $ 70¢ $(30E) $ 18 $ 1,03
Year ended December 31, 2C $ 1,03t $ 19t $(482) $ (1) $ 73t
Allowance for deferred tax assets
Year ended December 31, 2C $93,157 $ (86,957 $— $ — $ 6,20(
Year ended December 31, 2C $ 6,20( $ (18) $— $ — $ 6,182
Year ended December 31, 2( $ 6,182 $ (109 $— $ — $ 6,07¢
Allowance for excess and obsolete inventory and abdoned
product:
Year ended December 31, 2( $ 21¢€ $ 11C $(18¢) $ — $ 13¢
Year ended December 31, 2C $ 13¢ $ 73 $(107) $ — $ 104
Year ended December 31, 2C $ 104 $ 20 $— $ — $ 124
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(b) The following Exhibits are included in this AnniRéport on Form 1-K:

Exhibit

Number

3.1

3.2

3.2A

3.3

4.1

4.2

10.1

10.2

10.3

10.4

10.5

10.6t

10.7t

Description

Amended and Restated Certificate of Incorporation o
registrant.

Amended and Restated Bylaws of registr

Amendment to Amended and Restated Bylaws of registr

Certificate of Designations of Rights, Preferenaed
Privileges of Series A Participating Preferred Stamistrant

Form of Specimen Common Stock Certifice

Preferred Stock Rights Agreement dated Octoberedvden
the registrant and EquiServe Trust Company, |

Amended and Restated Loan and Security Agreemésad
December 16, 2005 between registrant and Comeso#.|

Amendment to Amended and Restated Loan and Se:
Agreement dated March 7, 2007 between registrasht an
Comerica Bank

Amendment to Amended and Restated Loan and Security
Agreement dated March 7, 2007 between registraiht an
Comerica Bank

Amendment to Amended and Restated Loan and Sei
Agreement dated March 7, 2007 between registraiht an
Comerica Bank

Seventh Amendment to Amended and Restated Loan and
Security Agreemer

Registrar’s 2001 Stock Incentive Pla

Form of option agreement under Align’s 2001 Stautehtive
Plan.
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Form

Form S-1, as
amended (File
No. 33:-49932)

Form &-1, as
amended (File
No. 33:-49932)

Form 8-K
(item 5.03 only;

Form &K

Form &1, as
amended (File
No. 33:-49932)
Form 8-K
Form &K.

Form 1(-K

Form 8-K

Form &K

Form 8-K

Form &1 as
amended (File
No. 33:-49932)

Form 10-Q

Date

12/28/200!

12/28/2001

12/18/200

10/27/200!

01/17/200:

10/27/200!

12/19/200!

03/12/200

04/29/200:

01/13/200!

12/15/2011

12/28/2001

11/05/200-

Exhibit
Number
Incorporated

by reference
herein

Filed
herewith

3.1

3.2

3.1

3.1

4.1

41

10.1

10.8A

10.1

10.1

10.1

10.1:

10.13.:
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Exhibit
Number
Incorporated

Filed
herewith

Exhibit by reference

Number Description Form Date herein

10.8t Registrar’s Employee Stock Purchase Pl Form &-8 02/05/200: 99.2

10.9 Align’s 2010 Employee Stock Purchase F Form &K 05/25/2011 10.z

10.10t Form of Indemnification Agreement by and betweeagigteant  Form S-1 as 01/17/200: 10.1¢
and its Board of Directors and its executive office amended (File

No. 33:-49932)

10.11¢ Amended and restated 2005 Incentive F Form 1(-K 03/12/200 10.1¢

10.12t Form of restricted stock unit award agreement u Form 1(-Q 11/05/200 10.1A
registrant’s 2005 Incentive Plan (General Formjc@ff Form: 10.1B
Director Form). 10.1C

10.13% Form of option award agreement under registrarQ@52 Form 10-Q 08/04/200! 10.4
Incentive Plan

10.14% Form of restricted stock unit award agreement under Form 10-K 03/12/200 10.14C
registran’s 2005 Incentive Plan with Thomas M. Presc

10.15% Form of restricted stock unit award agreement ammzmd Form 10-K 03/12/200 10.14C
under registrant’s 2005 Incentive Plan with Thorkas
Prescott

10.161 Amended and Restated Employment Agreement datedSVlay Form 10-Q 05/08/200: 10.4
2008 between Thomas M. Prescott and regist

10.17% Form of Employment Agreement entered into by artd/een Form 10-Q 05/08/200: 10.z
registrant and each of executive officer (othentG&O).

10.18 Lease Agreement dated February 26, 2003 between&PM  Form 10-Q 05/13/200: 10.3¢
FIDES (Costa Rica) S.A., Parque Global S.A.A. asglstrant

10.19 Omnibus Amendment to Lease and Service Agree Form &K 06/26/200: 10.1

between KPMG FIDES (Costa Rica) S.A., Parque Gl&haAl
and Align dated June 24, 20(

10.20 Lease Agreement between Schootsepoort Onroerendgoed Form 10-Q 08/05/200. 10.41
Beheer, for Stichting Philips Pensioenfonds angjil
10.21 Amendment to Lease Agreement between Align Form 10-Q 08/03/200 10.4

Technology, B.V. and TT Amsterdam Project Company
(formerly Stichting Philips Pensioenfond
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Exhibit
Number

10.22

10.23

10.24

10.25

10.26t%

10.27t

10.28t
10.29t
10.30t
211
23.1

311

31.2

Description

Lease Agreement between International Manufactt
Solutions Operaciones, S.R.L. and Elamex de Ju&réz,
de C.V. dated July 31, 2008 (assigned to Align esske
effective April 1, 2009)

Lease Agreement between Align and Carr N.P. Prigse
L.L.C. dated January 26, 20

Settlement Agreement dated as if August 16, 200@drn
Align Technology, Inc. and Ormco Corporatic

Stock Purchase Agreement dated as of the 16thfc
August by and between Align Technology, Inc. anch&re
Corporation,

Joint Development, Marketing and Sales Agreemetared
in as of August 16, 2009 by and between Align
Technology, Inc. and Ormco Corporati

Summary of 2010 Incentive Awards for Named Exeeutiv
Officers.

Form of Market Stock Unit Agreement (office
Form of Market Stock Unit Agreement (CE
Description of Executive Officer Incentive PI
Subsidiaries of Align Technology, In

Consent of PricewaterhouseCoopers LLP, Indeper
Registered Public Accounting Firt

Certifications of Chief Executive Officer pursudat
Exchange Act Rules 13a-14(a) and 15d-14(a), astadop
pursuant to Section 302 of the Sarbi-Oxley Act of 2003

Certifications of Chief Financial Officer pursudnt
Exchange Act Rules 13a-14(a) and 15d-14(a), astadop
pursuant to Section 302 of the Sarbanes-Oxley

Act of 2003.
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Form

Form &K

Form &K

Form 1(-Q/A

Form 1(-Q

Form 1(-Q/A

Form 8-K

Form &K
Form &K
Form &K

Date

12/22/200:

01/29/2011

02/24/2011

11/05/200!

02/24/2011

02/04/201.

02/23/201.
02/23/201.
02/23/201.
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Number
Incorporated

by reference
herein

Filed
herewith

10.1

10.1

10.1
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Exhibit
Number

32

101.INS

101.SCH
101.CAL
101.DEF
101.LAB
101.PRE

1) Management contract or compensatory plan or arraagefiled as an Exhibit to this form pursuanttenis 14(a) and 14(c) of Form-

K

Tt Pbrtions of the exhibit have been omitted purstauat request for confidential treatment. The caariiial portions have been filed wi
the SEC

Description Form

Certification of Chief Executive Officer and Chigihancial
Officer pursuant to 18 U.S.C. Section 1350, as setbp
pursuant to Section 906 of the Sarbi-Oxley Act of 2003

XBRL Instance Documer

XBRL Taxonomy Extension Schema Docum

XBRL Taxonomy Extension Calculation Linkbase Docuntr
XBRL Taxonomy Extension Definition Linkbase Documh
XBRL Taxonomy Extension Label Linkbase Docum

XBRL Taxonomy Extension Presentation Linkbase Doeni
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the Regyidthas duly caused this report tc
signed on its behalf by the undersigned, thereduolp authorized, on February 24, 2011.

ALIGN TECHNOLOGY, INC.

By: /s/ THOMAS M. PRESCOTT
Thomas M. Prescott
President and Chief Executive Office

Know All Men By These Presents, that each persooselsignature appears below constitutes and agpbiireimas M. Prescott, his or
her attorney-in-fact, with the power of substitatiéor him or her in any and all capacities, tmsémy amendments to this Report on FornK10-
and to file the same, with exhibits thereto and&eotfocuments in connection therewith, with the Sites and Exchange Commission, hereby
ratifying and confirming all that each of said atteys-infact, or his or her substitute or substitutes, mhayr cause to be done by virtue her

Pursuant to the requirements of the Securities &xga Act of 1934, this report has been signed bélpthe following persons on behalf
of the Registrant and in the capacities and oré#tes indicated.

Signature Title Date
/s/ THomAs M. PRESCOTT President and Chief Executive Officer (Principal February 24, 2011
Thomas M. Prescott Executive Officer
/s/ KENNETHB. A ROLA Chief Financial Officer and Vice President, Fina February 24, 201
Kenneth B. Arola (Principal Financial Officer and Principal

Accounting Officer)

/'s/ DAviDb E. COLLINS Director February 24, 2011
David E. Collins

/'s/ JosepHL AcoB Director February 24, 201
Joseph Lacob

/s/ C.RAYMOND L ARKIN Director February 24, 2011
C. Raymond Larkin
/'s/ GEORGEJ. M ORROW Director February 24, 201
George J. Morrow
/s/ DAavib C. NAGEL Director February 24, 2011
David C. Nagel
/'s/ GREGJ. SANTORA Director February 24, 201

Greg J. Santora

/s/  WARRENS. THALER Director February 24, 2011
Warren S. Thaler
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3.1

3.2

3.2A

3.3

4.1

4.2

10.1

10.2

10.3

10.4

10.5

10.6t

10.7t

10.8t

Exhibit Index

Description

Amended and Restated Certificate of Incorporation o
registrant.

Amended and Restated Bylaws of registr

Amendment to Amended and Restated Bylaws of registr

Certificate of Designations of Rights, Preferenaed
Privileges of Series A Participating Preferred Stamistrant

Form of Specimen Common Stock Certifice

Preferred Stock Rights Agreement dated
October 25 between the registrant and EquiServetTru
Company, N.A

Amended and Restated Loan and Security Agreeméed
December 16, 2005 between registrant and Comesao#.|

Amendment to Amended and Restated Loan and Security
Agreement dated March 7, 2007 between registraiht an
Comerica Bank

Amendment to Amended and Restated Loan and Se:
Agreement dated March 7, 2007 between registraiht an
Comerica Bank

Amendment to Amended and Restated Loan and Security
Agreement dated March 7, 2007 between registrasht an
Comerica Bank

Seventh Amendment to Amended and Restated Loa
Security Agreemer

Registrant’s 2001 Stock Incentive Plan.

Form of option agreement under Al's 2001 Stock Incentiv
Plan.

Registrar’s Employee Stock Purchase Pl

Form

Form S-1, as
amended (File
No. 33:-49932)

Form &-1, as
amended (File
No. 33:-49932)

Form 8-K
(item 5.03 only;
Form &K

Form &1, as
amended (File
No. 33:-49932)

Form 8-K

Form &K.

Form 10-K

Form &K

Form 8-K

Form &K

Form S-1 as
amended (File
No. 33:-49932)

Form 1(-Q

Form &-8

Date

12/28/200!

12/28/2001

12/18/200

10/27/200!

01/17/200:

10/27/200!

12/19/200!

03/12/200

04/29/200:

01/13/200!

12/15/2011

12/28/200!

11/05/200-

02/05/200:

Exhibit
Number
Incorporated

by reference
herein

Filed
herewith

3.1

3.2

3.1

3.1

4.1

41

10.1

10.8A

10.1

10.1

10.1

10.1:

10.13.:

99.2



Table of Contents

Exhibit
Number
Incorporated
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10.9 Align’s 2010 Employee Stock Purchase F Form &K 05/25/201! 10.2

10.10t Form of Indemnification Agreement by and betweagigteant  Form S-1 as 01/17/200: 10.1¢
and its Board of Directors and its executive office amended (File

No. 33:-49932)

10.11¢ Amended and restated 2005 Incentive F Form 1(-K 03/12/200 10.1¢

10.12% Form of restricted stock unit award agreement u Form 1(-Q 11/05/200° 10.1A
registrant’s 2005 Incentive Plan (General Formjc@ff Form: 10.1B
Director Form). 10.1C

10.13¢t Form of option award agreement under registrariG52 Form 10-Q 08/04/200:! 10.4
Incentive Plan

10.14t Form of restricted stock unit award agreement under Form 10-K 03/12/200 10.14C
registran’s 2005 Incentive Plan with Thomas M. Presc

10.15t Form of restricted stock unit award agreement ameamd Form 1¢-K 03/12/200 10.14C
under registrant’s 2005 Incentive Plan with Thorkls
Prescott

10.161 Amended and Restated Employment Agreement dated3May Form 10-Q 05/08/200: 10.4
2008 between Thomas M. Prescott and regist

10.17t Form of Employment Agreement entered into by artd/éen Form 10-Q 05/08/200: 10.c
registrant and each of executive officer (othent@&O).

10.18 Lease Agreement dated February 26, 2003 between®& Form 1(-Q 05/13/200: 10.3¢
FIDES (Costa Rica) S.A., Parque Global S.A.A. aglstrant

10.19 Omnibus Amendment to Lease and Service Agree Form &K 06/26/200: 10.1

between KPMG FIDES (Costa Rica) S.A., Parque Gl&hal
and Align dated June 24, 20(

10.20 Lease Agreement between Schootsepoort Onroerendgoed Form 10-Q 08/05/200- 10.41
Beheer, for Stichting Philips Pensioenfonds andjil
10.21 Amendment to Lease Agreement between A Form 1(-Q 08/03/200 10.4

Technology, B.V. and TT Amsterdam Project Company
(formerly Stichting Philips Pensioenfond

10.22 Lease Agreement between International Manufacturing Form 8-K 12/22/200: 10.1
Solutions Operaciones, S.R.L. and Elamex de Ju&réz,de
C.V. dated July 31, 2008 (assigned to Align as eesffective
April 1, 2009).
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10.24

10.25

10.26t%

10.27t

10.28t
10.29t
10.30t
211
23.1

311

31.2

32

101.INS
101.SCH

Description Form

Lease Agreement between Align and Carr N.P. Prigse Form &K
L.L.C. dated January 26, 20

Settlement Agreement dated as if August 16, 2 Form 1(-Q/A

between Align Technology, Inc. and Ormco Corporat

Stock Purchase Agreement dated as of the 16thfday o Form 10-Q

August by and between Align Technology, Inc. and
Danaher Corporatiot

Joint Development, Marketing and Sales Agreer Form 1(-Q/A

entered in as of August 16, 2009 by and betweegnAli
Technology, Inc. and Ormco Corporati

Summary of 2010 Incentive Awards for Named Exeeutiv Form 8-K
Officers.

Form of Market Stock Unit Agreement (office Form &K
Form of Market Stock Unit Agreement (CE Form &K
Description of Executive Officer Incentive PI Form &K

Subsidiaries of Align Technology, In

Consent of PricewaterhouseCoopers LLP, Indeper
Registered Public Accounting Firt

Certifications of Chief Executive Officer pursuaat
Exchange Act Rules 13a-14(a) and 15d-14(a), astadop
pursuant to Section 302 of the Sarbanes-Oxley Act o
2003.

Certifications of Chief Financial Officer pursuant
Exchange Act Rules 13a-14(a) and 15d-14(a), astadop
pursuant to Section 302 of the Sarbanes-Oxley Act o
2003.

Certification of Chief Executive Officer and Ch
Financial Officer pursuant to 18 U.S.C. Section@,3%s
adopted pursuant to Section 906 of the Sarb&ndsy Acl
of 2003.

XBRL Instance Documer

XBRL Taxonomy Extension Schema Docum

Date

01/29/2011

02/24/2011

11/05/200!

02/24/2011

02/04/201.

02/23/201.
02/23/201.
02/23/201.
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101.CAL XBRL Taxonomy Extension Calculation Linkbase Docuntr *
101.DEF XBRL Taxonomy Extension Definition Linkbase Docurh *
101.LAB XBRL Taxonomy Extension Label Linkbase Docum *
101.PRE XBRL Taxonomy Extension Presentation Linkbase Doeni *

T Management contract or compensatory plan or arrargefiled as an Exhibit to this form pursuantterms 14(a) and 14(c) of Form-
K.

tt Portions of the exhibit have been omitted purstma request for confidential treatment. Theficemtial portions have been filed with
the SEC



Exhibit 21.1
Subsidiaries of Align Technology, Inc.

The registrant’s principal subsidiaries as of Delben81, 2010, are as follows:
—  Align Technology De Costa Rica, SRL, Costa F

—  Align Technology, B.V., The Netherlan

—  Aligntech de Mexico, S. de R.L. de C.



Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by referémt¢lee Registration Statement on Form S-8 (No-33320, N0.333-134477, No. 333-
143319, No. 333-161054, No. 333-82874, No. 333-12680. 333-125586, and No. 3388548) of Align Technology, Inc. of our report el
February 24, 2011, relating to the financial staets, financial statement schedule, and the effertiss of internal control over financial
reporting, which appears in this Form 10-K.

/s! PricewaterhouseCoopers LLP

San Jose, California
February 24, 2011



Exhibit 31.1
CERTIFICATIONS

I, Thomas M. Prescott, certify that:

1.
2.

| have reviewed this annual report on Forr-K of Align Technology, Inc.

Based on my knowledge, this report does notaiorny untrue statement of a material fact or anttate a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nigtaisg with respect to the period
covered by this repor

Based on my knowledge, the financial statements$ aéimer financial information included in this repdairly present in all materi
respects the financial condition, results of operst and cash flows of the registrant as of, amgdtf@ periods presented in this rep

The registrar's other certifying officers and | are responsiloiedstablishing and maintaining disclosure contanld procedures (i
defined in Exchange Act Rules 13a-15(e) and 15@))3(d internal control over financial reportirag @efined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav

(a) Designed such disclosure controls and proceduresused such disclosure controls and procedutes tiesigned under o
supervision to ensure that material informatiomtiaty to the registrant, including its consolidasedbsidiaries, is made known to us
by others within those entities, particularly dgrithe period in which this annual report is beinggared

(b) Designed such internal control over financearting, or caused such internal control overrfaial reporting to be designed under
our supervision, to provide reasonable assurargagdang the reliability of financial reporting atfite preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

(c) Evaluated the effectiveness of the regis’s disclosure controls and procedures and preséantbd report our conclusions abc
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyeport based on such
evaluation; ant

(d) Disclosed in this report any change in thestgnt's internal control over financial reportitiat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodiikbal quarter in the case of an annual repo#) tias materially affected, or is
reasonably likely to materially affect, the redgist’ s internal control over financial reporting; &

The registrant’s other certifying officer(s) anlgave disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant’s auditors and theiteemmmittee of the registrant’s board of directfwspersons performing the equivalent
functions):

(&) All significant deficiencies and material weaknessethe design or operation of internal contradiofmancial reporting which ai
reasonably likely to adversely affect the regid’'s ability to record, process, summarize and refpmahcial information; ant

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

Date: February 24, 2011

/'s/  THoMASM. PRESCOTT
Thomas M. Prescott
President and Chief Executive Officer




Exhibit 31.2

I, Kenneth B. Arola, certify that:

1.
2.

| have reviewed this annual report on Forr-K of Align Technology, Inc.

Based on my knowledge, this annual report doésantain any untrue statement of a materialdactmit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with respect
to the period covered by this repc

Based on my knowledge, the financial statememts,other financial information included in théport, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrant’s other certifying officers anaré responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@))3(d internal control over financial reportiag @efined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav

(@) Designed such disclosure controls and procsdureaused such disclosure controls and procetluiees designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us
by others within those entities, particularly dgrithe period in which this annual report is beinggared

(b) Designed such internal control over financial réjpgr; or caused such internal control over finahetporting to be designed unc
our supervision, to provide reasonable assurargagdang the reliability of financial reporting atfie preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

(c) Evaluated the effectiveness of the registragisslosure controls and procedures and presenttisi report our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyeport based on such
evaluation; ant

(d) Disclosed in this report any change in the regi’s internal control over financial reporting thatooed during the registre’'s
most recent fiscal quarter (the registrant’s fodikbal quarter in the case of an annual repost) tfas materially affected, or is
reasonably likely to materially affect, the redgist’ s internal control over financial reporting; &

The registrar's other certifying officer(s) and | have discloskdsed on our most recent evaluation of internatrobover financia
reporting, to the registrant’s auditors and theiteemmmittee of the registrant’s board of directfwspersons performing the equivalent
functions):

(&) All significant deficiencies and material weakses in the design or operation of internal cootrer financial reporting which are
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refpmahcial information; ant

(c) Any fraud, whether or not material, that invedvmanagement or other employees who have a si@gmiifiole in the registrant’s
internal control over financial reportin

Date: February 24, 2011

/s/ KENNETHB. A ROLA

Kenneth B. Arola
Chief Financial Officer and Vice President, Financ




Exhibit 32

906 Certification

CERTIFICATION OF CHIEF EXECUTIVE OFFICER AND CHIEF  FINANCIAL OFFICER
PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2003

I, Thomas M. Prescott, certify, pursuant to 18 8.Section 1350, as adopted pursuant to SectioroBfe Sarbane®©xley Act of 2003
that the Annual Report of Align Technology, Inc.Borm 10-K for the fiscal year ended December 81,0ully complies with the
requirements of Section 13(a) or 15(d) of the SéearExchange Act of 1934 and that informationtadmed in this Form 10-K fairly presents
in all material respects the financial conditior aasults of operations of Align Technology, Inc.

By: /'s/ THoMAsS M. PRESCOTT
Date: February 24, 201 Name: Thomas M. Prescott
Title: President and Chief Executive Office

I, Kenneth B. Arola, certify, pursuant to 18 U.SS&ction 1350, as adopted pursuant to Section B Garbanes-Oxley Act of 2003,
that the Annual Report of Align Technology, Inc.Borm 10-K for the fiscal year ended December 81,0ully complies with the
requirements of Section 13(a) or 15(d) of the SéearExchange Act of 1934 and that informationtadmed in this Form 10-K fairly presents
in all material respects the financial conditior aasults of operations of Align Technology, Inc.

By: /s/ KENNETHB. AROLA
Date: February 24, 201 Name: Kenneth B. Arola
Title: Chief Financial Officer and Vice President, Finance




