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To our Stockholders:

Our Annual Report and Form -K describe PT¢s discipline in controlling expenses and improviimdfitability in 2004. We plan t
employ that same discipline to help the Companyvdsoth revenue and profit in 2005 and in the futiée believe that this focus on growth,
in addition to profitability, will enhance sharebel value.

Another initiative that is important to us is topnove our equity and compensation structure. Futmairements such as options
expensing, and evolving corporate governance lyastipes are causing many companies to rethinkdhgensation philosophies of their
businesses. In doing so, we have determined thiaasting equity infrastructure does not provilde flexibility required to address these new
trends or allow us to take the necessary stepedp kmployee and stockholder interests aligned.

PTC'’s proxy statement for 2005 contains stockholdepgsals that are designed to support the followinigadives to improve our equi
structure:

» Minimize the dilutive effect associated with futigquity grants (“burn rate”). Our goal is to reduce annual burn rate to 2% of total
shares outstandin

» Reduce the number of shares subject to outstamstiiog options as well as those shares availaldeatat under our equity plans, st
that the dilutive effect of existing and potentajuity grants is minimized. This reduction will lemtwo important measurements of
potential dilution: options overhang and voting gowlilution. Our short-term goal is to reduce tipians overhang from its current
level of 32% of total shares outstanding to 20%hwi corresponding reduction to voting power didatfrom its current level of 24%
to 16%. Our long-term goal is to reduce the optiovsrhang to 15% of total shares outstanding, witlorresponding reduction to
voting power dilution

» Bring PTCs number of total shares outstanding in line whtkt bf other software companies of similar sizegrage of 100 million t¢
150 million shares outstandin

In order to make meaningful progress against tbbgectives, we are asking you to consider and aggptwo proposals this year:

» The first proposal relates to our equity incenfivegrams. Specifically, we have requested thaksinlders approve amendments
our 2000 Equity Incentive Plan (“2000 EIP”) suchttive can grant restricted stock as an incentivergployees, and thereby reduce
the number of shares subject to future equity iticergrants. This would reduce our burn rate. This/e from options to restricted
stock will also enable us to limit the expense aisded with this form of compensation, while contimg to provide a valuable
incentive to employees. In addition, the authortwabf restricted stock will allow us to use perfance-based restricted stock as a
portion of the overall equity incentive for PTC euéves, the vesting of which will be tied to meetispecific operating or financial
targets. The amendments to our 2000 EIP also pesti undertake a one-time option exchange prodwacertain underwater
options held by PTC non-executive employees, wharhbined with a voluntary cancellation of over 3 3®0 options held by our
Chief Executive Officer and other executive offgewill make a dramatic improvement in our optiongrhang

» The second proposal will give P’s Board of Directors the ability to effect a rexeessock split that will help align our total shi
count to those of peer software companies. Whed sendem with a program to reduce overhang amd tate, a reverse stock split
should be an effective way to improve our overglligy structure and in turn, benefit our existimgeholders

Our Proxy Statement for our 2005 Annual Meetingtifckholders includes detailed information conaggrthese proposals to aid you in
the voting process. We look forward to seeing yoouas Annual Meeting on March 10, 2005 where wd wote on these two stockholder
proposals, as well as proposals to elect Board reesrdnd confirm the selection of our independedttaufor the current fiscal year.

Sincerely,

pr gy B

Noel G. Posterna
Chairman of the Boar
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PARAMETRIC TECHNOLOGY CORPORATION

140 KENDRICK STREET
NEEDHAM, MASSACHUSETTS 02494

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
To be held on March 10, 2005
We will hold the Annual Meeting of StockholdersRdrametric Technology Corporation (“PTC") at théoafs of the Company, 140 Kendrick
Street, Needham, Massachusetts 02494 on ThursdaghMO0, 2005 at 9:00 a.m., local time. At thisngé&nnual Meeting, we will ask you t

1. Elect three directors to serve for the next thregry.

2. Approve amendments to our 2000 Equity Incentivean Flacluding the authority for an exchange and eflation of outstanding
stock options

3. Approve an amendment to our Articles of Organizatiathorizing a reverse stock split at a-for-five ratio.

4. Confirm the selection of PricewaterhouseCoopers B8PTC's independent registered public accouttingfor the current fiscal
year.

5.  Consider other business that may further or retatee foregoing

You may vote at the Annual Meeting if you were a0PStockholder at the close of business on Janugrgdos. With the Proxy Statement, we
are sending you PTC’s 2004 Annual Report to Stolddrs, including our Annual Report on Form 10-Kiwitur financial statements.

By Order of the Board of Directo

A ARON C. VON S TAATS
Clerk

Needham, Massachuse
February 1, 2005

Directions to our offices are as follows:

From the North:
Route 128 South to Exit 19B, to Highland Avenuetl next traffic light, take a left onto Hunting&. Left onto Kendrick Street. PTC
entrance is on the right hand side.

From the South:
Route 128 North to Exit 18, right onto Great Plavenue. Right onto Greendale Avenue. Right ontodfiek Street. PTC entrance is on
the left hand side.

From either the East or West:
Mass Pike to Route 128 South to Exit 19B, to Higbl&venue. At the next traffic light, take a lefito Hunting Road. Left onto Kendri
Street. PTC entrance is on the right hand side.

WHETHER OR NOT YOU EXPECT TO ATTEND THE MEETING, PL EASE COMPLETE, DATE AND SIGN THE ENCLOSED
PROXY AND MAIL IT PROMPTLY IN THE ENCLOSED ENVELOPE , OR VOTE BY TELEPHONE OR ON THE INTERNET, IN
ORDER TO ENSURE REPRESENTATION OF YOUR SHARES. NO ROSTAGE IS REQUIRED IF THE PROXY IS MAILED IN
THE UNITED STATES.
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PROXY STATEMENT FOR THE PARAMETRIC TECHNOLOGY CORPO RATION
2005 ANNUAL MEETING OF STOCKHOLDERS

INFORMATION ABOUT THE ANNUAL MEETING AND VOTING

Why Did We Send You this Proxy Statement?

As a stockholder, you have the right to attend\aotd at the Parametric Technology Corporation (PI@)5 Annual Meeting of Stockholders.
If you attend the Annual Meeting, you may vote yshares directly. Whether or not you attend, yoy mrate by proxy, which allows you to
direct another person to vote your shares at tregtingeon your behalf. The PTC Board of Directorsa$iciting your proxy to encourage your
participation in voting at the meeting and to obtgdur support on the proposals presented.

There are two parts to our proxy solicitation: thisxy statement and the enclosed voting instradisom (which may also be called a “proxy
card”). The proxy statement explains the proposale voted on at the Annual Meeting. You use thting instruction form to authorize your
shares to be voted as you wish.

We will begin mailing this proxy statement on Fedomul, 2005 to all stockholders entitled to vote/du owned our common stock at the close
of business on January 17, 2005, you are entitledte. On that date, there were 270,495,242 stdirgsmmon stock outstanding. Common
stock is our only class of voting stock.
How Many Votes Do You Have?
You have one vote for each share of common stakytbu owned at the close of business on Januar®Q05. Your proxy card or other voti
instruction form indicates the number.
How May You Vote by Proxy?
To vote, simply complete, sign and return the faiefore the meeting, and your shares will be vosegoa direct. If you wish, in most cas
you may vote by telephone or the Internet inst
When you vote, you are giving your “proxy” to thelividuals we have designated to vote your shasg®a direct at the meeting. If you sign
the form but do not make specific choices, they vdte your shares to:

(A) elect the three current directors nominated byBtbard;

(B) approve our Amended 2000 Equity Incentive Plarpisiag a program for the exchange and cancellaifarutstanding stock
options, as described belo

(C) approve the amendment to our Articles of Organizatd permit the Board of Directors, in its dis@vet to effect a reverse sto
split, as described below; a

(C) confirm the selection of PricewaterhouseCoopers akBur independent registered public accountimg.
If any matter not listed in the Notice of Meetirggaroperly presented at the Annual Meeting, thdlywste your shares in accordance with their

best judgment. At the time we began printing thisxy statement, we knew of no matters that needde tacted on at the meeting other tha
discussed in this proxy statement.

Whether you plan to attend the Annual Meeting dr we urge you to complete, sign and date the sedwoting instruction form and to rett
it promptly in the envelope provided. Returning tbiem will not affect your right to attend the ArauMeeting. If you wish to vote at the
meeting despite having returned the form, see belwder “May You Revoke Your Proxy” and “How May Y®™ote in Person.”

How May You Vote by Telephone or the Internet?

Instead of submitting your vote by mail on the eseld voting instruction form, you may vote by télepe or the Internet. Please note that t
may be separate telephone and Internet arrangehemsding on wheth:
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you are a registered stockholder (that is, if yoldlyour stock in your own name) or you hold yobames ir‘street name” (that is, in the name
of a brokerage firm or bank that holds your se@siaccount). In either case, you must follow thecpdures described on your voting
instruction form.

In order to vote online or via telephone, havewbtng instruction form in hand, and call the numbego to the website listed on the enclosed
form and follow the instructions. The telephone &meérnet voting procedures are designed to auittegatstockholders’ identities, to allow
stockholders to give their voting instructions aadonfirm that stockholders’ instructions haverbeecorded properly.

We encourage you to vote by the Internet. If yowsdpplease authorize us to deliver future anre@dnts and proxy statements to you by e-
mail. This lowers costs and speeds delivery.
May You Revoke Your Proxy?

Yes. You may change your vote after you send i yoting instructions. A registered stockholder nayoke a proxy by following any t
these procedures:

* Send in another signed voting instruction form veattater date; or

» Send a letter revoking your proxy to F's Clerk at the address indicated on page 36 L“Information About Stockholde
Proposal’; or

» Attend the Annual Meeting, notify us in writing thgou are revoking your proxy and vote in pers

A holder of stock in street name must follow thegadures required by the brokerage firm or barmevoke a proxy. You should contact that
firm directly for more information on these proceels
How May You Vote in Person?

If you attend the Annual Meeting and wish to vatgerson, we will give you a ballot when you arrilfeyour shares are held in street name,
you must bring an account statement or letter filoenbrokerage firm or bank showing that you weeeliineficial owner of the shares
January 17, 2005 in order to be admitted to thetimgeeTo be able to vote, you will need to obtaitiegyal proxy” from the holder of record.

What Are the Votes Required? How Are They Affectedy Abstentions and Broker Non-Votes?

The directors elected at the meeting will be theseiving the highest number of votes. The proptmsamend our Articles of Organization
requires the affirmative vote of a majority of @lrares outstanding. The other proposals may beeggby the affirmative vote of a majority
of the votes cast. Accordingly, if you abstain freoting, or if your broker or bank does not voteamy proposal because it has not received
instructions from you and doesn’t have the autiiddtvote in its discretion (a broker non-vote)witl count as a vote against the proposal to
amend our Articles of Organization and will not nbas a vote for or against any of the other pralsos

Is Voting Confidential?

Our policy is to keep all the proxies, ballots anding tabulations confidential. The Inspectorg&tdction will forward to management a
written comments that you make on the proxy cattiouit providing your name.

What Are the Costs of Soliciting Proxies?

PTC will pay all the costs of soliciting proxies. addition to mailing these proxy materials, ouediors and employees may solicit proxies by
telephone, fax or other electronic means of comupatitn, or in person. In

2
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addition, The Proxy Advisory Group of Strategic &t&urveillance, LLC is assisting us with the sitditon of proxies for a fee of $7,500, plus
customary disbursements. We will reimburse baniakdrs, nominees and other fiduciaries for the agpse they incur in forwarding the proxy
materials to you.

Stockholders Sharing the Same Surname and Address

In some cases, stockholders holding their sharadimmkerage or bank account who share the samarserand address and have not given
contrary instructions are receiving only one coppur annual report and proxy statement. This jigads designed to reduce duplicate mail
and save significant printing and postage costsedlsas natural resources. If you would like to @additional copies of our annual report
and/or proxy statement mailed to you, or if you Wddike to receive separate copies of future mggirplease submit your request to the
address or phone number that appears on your vioistigiction form.

How May You Obtain an Annual Report on Form 10-K?

A copy of our Annual Report on Form 10-K for theayended September 30, 2004 was included withptioisy statement. If you would like
another copyi, it is available on our web site atmpic.com. We will also send you one without chafg®u call (781) 370-5000, e-mail to
IR@ptc.com, or write to:

Investor Relations

Parametric Technology Corporation
140 Kendrick Street

Needham, MA 02494-2714

Where Can You Find the Voting Results?

We will publish the voting results on P’s website at www.ptc.com following the Annual Meetiand in our Form -Q for the second quar
of fiscal 2005, which we will file with the Secugs and Exchange Commission (“SEC”) in May 2005.

Whom Should You Call if You Have any Questions?

If you have any questions about the Annual Meetingour ownership of PTC common stock, please adiRaC Investor Relations t
telephone at (781) 370-5000 or e-mail at IR@ptc.com

DISCUSSION OF PROPOSALS

Proposal 1: Elect Three Directors

The first proposal on the agenda for the Annual tigewill be to elect three Class Il directors tbree-year terms beginning at this Annt
Meeting and expiring at the 2008 Annual Meeting: &alescription of the three classes of directes, “Information About The Directors”
beginning on page 19.

Upon the recommendation of the Nominating and CaigoGovernance Committee, the Board of Directassriominated three current
directors—Robert N. Goldman, C. Richard Harrisod doseph M. O’'Donnell—for new, three-year terms gembmmends that you vote for
their re-election. The recommendation that MesSmddman, Harrison and O’Donnell be renominateckisea on the Nominating Committee’s
consideration of their individual credentials amg@rience, their exemplary prior service as dine;tthe numerous contributions that they each
have made to the work of the Board of Directorsjrtexpected future contributions and their Bodtdralance records. The Nominating &
Corporate Governance Committee’s process for setpand evaluating director nominees is describtku “Information About The
Nominating Functions Of The Nominating & Corpor&@evernance Committ” on page 35. There were no nominees for direatop@sed by
PTC stockholders.
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The following table contains background informatadyout each of the nominees. For a descriptiohaif holdings of PTC’s stock, see “How
Much Stock is Owned by Directors and Officers?”ibaegng on page 23.

Term

Director Expires

Name, Age, Principal Occupation, Business Experieecand Directorships Since

Class Ill Director Nominee:

Robert N. Goldman, age 55 1991 200t
Private investor since January 2003. Mr. Goldmas @hairman of the Board of eXcelon Corporatiompfiwsare
developer, from September 2001 to December 200Zhinef Executive Officer and President of eXcelon
Corporation from November 1995 to September 2

C. Richard Harrison, age ¢ 199/ 200t
Chief Executive Officer and President of PTC siMarch 2000. Mr. Harrison was President and Chieér@fing
Officer of PTC from August 1994 to March 20(

Joseph M. ¢ Donnell, age 58 (1 200« 200¢
Chairman of the Board, President and Chief Exeeudfficer of Artesyn Technologies, Inc., a providépower
conversion equipment and subsystems to the commationis industry, since July 19¢

(1) On May 27, 2004, the Board of Directors increasedrtumber of members of the Board of Directors feixrto seven and elected N
O’'Donnell as a Class lll director to serve until #¥5 Annual Meeting

The Board of Directors recommends that you DR the election of Robert N. Goldman, C. Richard Hamiand Joseph M. O’Donnell as
Class Il directors.

Proposal 2: Approve Amendments to Our 2000 Equity Incentive Pla, Including the Authority for an Exchange and Canellation of
Outstanding Stock Options

PTC regularly improves its equity incentive compimn plans to address compensation best practitgstherwise meet our changing ne
and the expectations of our stockholders. The Bo&Rirectors has amended our 2000 Equity Incerféilan (2000 EIP”) as described in this
section, subject to stockholder approval. The Aneen2D00 EIP will permit us to:

(1) implement improved compensation practic

(2) reduce the dilutive effect associated with futugaity grants; ani

(3) reduce the number of shares subject to outstarstiduds options as well as those shares availakjeatat under our equity plar
These reductions will lower two important measurets®f potential dilution: options overhang andirngtpower dilution. Our short-term goal
is to reduce the options overhang from its curtevel of 32% of total shares outstanding to 20%hai corresponding reduction to voting
power dilution (on a fully diluted basis) from itarrent level of 24% to approximately 16%. Our lgagn goal is to reduce the options
overhang to 15% of total shares outstanding, witbraesponding reduction to voting power dilution.
The Proposal.

We are seeking stockholder approval of the Amer2f&d EIP, which is attached as Appendix B to thaxp statement. The principal changes
from the 2000 EIP as previously approved by oucldiolders will:

» Authorize the stock option Exchange Program desdrlielow;
» Allow any portion of the shares authorized for &sce to be granted as restricted stock;

4
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» Transfer 13,000,000 shares from another PTC plais$oance under the Amended 2000 EIP instead
» Authorize the grant of “restricted stock units.”

The Board of Directors believes that these amentsrterthe 2000 EIP promote important corporategaall are therefore in the best interests
of PTC’s stockholders.

Principal Benefits of the Amended 2000 EIP.

In order to accomplish a significant reduction wedhang, the Amended 2000 EIP authorizes a stotitaropxchange program (tI*Exchange
Program”). This program will allow employees (exdilug our executive officers) to cancel certain tariding, out-of-the-money stock options
for either cash or restricted stock, as determimethe Compensation Committee. To the extent dégilmployees participate in the Exchange
Program, our overhang would be reduced. The Exah&nggram is described below.

In addition to reducing overhang through the ExgjgaRrogram, benefits of the Amended 2000 EIP irel(dl decreasing the potential
stockholder dilution resulting from future equitycentive grants by enabling the Company to makesrase of restricted stock grants, which
require fewer shares than stock options to delieenparable value; (i) making it easier to meetstdy standards and stockholder expectal
for linking executive pay with performance; (iigducing expenses associated with equity-based ewapen under forthcoming stock option
expensing requirements; and (iv) generally maxingizhe alignment of employee interests with thdseuo stockholders.

The use of awards other than stock options wilegig more flexibility in responding to changingesifor accounting for the expense of equity
compensation. With the Amended 2000 EIP, we wibdle able to increase performance-based equiptines for executive officers, under
which vesting of awards is conditioned on achieveinoé PTC’s important business objectives. Fordi2005, we anticipate that 50% of the
equity incentive awards issued to officers woulddseied as performance-based restricted stock.

Increase Use of Restricted Stock Grants . Currently, the 2000 EIP limits the number of sharestock (i.e. awards other than stock optionaj
may be granted for consideration less than faiketaralue to 10% of the total number of shares apgnt under the plan from time to time. ~
Amended 2000 EIP removes this limitation. To d#te,great majority of employees eligible for equimpensation have received stock
options. Removing the limit will permit us to grasttares of restricted stock on a broader basisnapl@ment meaningful performance-based
equity incentives for executive officers. The featuof restricted stock and a description of ottedated changes to be made by the Amended
2000 EIP are described below under “Summary of ZBB0” These awards involve issuing fewer sharasa gtock options to deliver similar
value, which will reduce overhang and potentiatktmlder dilution. Furthermore, the Exchange Prognaay require that we be able to issue a
greater number of restricted shares than is cuyrpossible. Accordingly, the Board believes thHahaating the 10% limit on grants of
restricted stock is desirable.

Transfer Sharesto the Amended 2000 EI P and Reduce Total Shares|ssuable under PTC Plans . The Amended 2000 EIP reflects the transfer
from our 1997 Nonstatutory Stock Option Plan (“19830P”) of 13,000,000 shares for issuance undeAthended 2000 EIP. When this
transferred amount is added to the 2,195,666 shanegining unissued under the 2000 EIP at DeceBihe2004, a total of 15,195,666 shares
would be available for issuance under the Amend@®dEIP (excluding any shares that may be issudénthe Exchange Program.) If the
Amended 2000 EIP is approved, we will also termarthe 1997 NSOP with respect to future grants,thk@@000 EIP would become our sole
vehicle for granting future equity awards. As ofdember 31, 2004, there were 18,940,057 sharesablafior grant under the 1997 NSOP.
Accordingly, approving the Amended 2000 EIP andé¢heelated actions would immediately reduce thebmrrof shares available for grant
under all PTC’s plans by nearly 6,000,000. This hamwould be further reduced if 1997 NSOP optidvad ire not cancelled in the Exchange
Program later terminate, because the shares subjduise options would not be reissued.

5
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These proposed reductions, which are discusseadtimef detail below, are illustrated in the follagichart:

Approximation of resulting

Current PTC Equity Program PTC Equity Program
(as of December 31, 2004) (assuming full participation)
Shares underlying outstanding awa 64,759,98 37,602,97
Shares available for awar 21,135,72 15,195,66
Total 85,895,70 52,798,63

Authorize the Grant of Restricted Stock Units . A restricted stock unit, or RSU, is the right tee&e shares of common stock in the future
subject to meeting specified conditions and suligébrfeiture. These awards are made in the fdrfigits,” each representing the equivalent
of one share of common stock, although they masehided in either cash or stock, at the Companigsrdtion. Restricted stock units represent
unfunded and unsecured obligations of PTC. In theretion of the Compensation Committee, units iapwarded with rights to the payment
of dividend equivalents. It is expected that RSUsiM be used in lieu of restricted stock primavillgere the recipient would be better served
under applicable tax laws.

You will find a summary of the 2000 EIP’s princigahtures and additional information concerning equity incentive plans in “Summary of
2000 EIP” below and in “Equity Compensation Plabsginning on page 31.

The Exchange Program

Approval of the Amended 2000 EIP will also pernstto seek to reduce overhang through the propdsell gption Exchange Program. At
present, approximately 58% of the outstanding agtiender the 2000 EIP and the 1997 NSOP are otliteefroney; that is, they have exercise
prices that are higher than the current fair mavkéiie of our common stock, in most cases subsifntiigher. We believe that our employees
view these options as providing little or no indeat and the Board wishes to reinvigorate our gguitmpensation program. The Exchange
Program would provide a special, one-time oppotyuioir eligible active employees to cancel stockias that have exercise prices in
specified ranges above the then current markee pfiour stock in exchange for either cash or grahfewer shares of restricted stock. The
amount of the cash payment or restricted stock evbaldetermined using the valuation methodologgrilesd below under “Valuation.” We
currently anticipate initiating the Exchange Pragnaromptly after June 30, 2005, in order to cocatinwith a new standard of accounting for
stock options that takes effect for PTC in July 200

Under the Exchange Program, participants woulddbe ta elect to return for cancellation all of theligible stock options having an exercise
price above a threshold set by the Compensationn@itte® (described further below under “Valuationt).exchange, they would receive eit
cash or proportionally fewer shares of restrictedls Participation in the program will be voluntahowever, a participant would be required
to surrender all of his or her eligible optionstthave grant prices above the threshold to pagteipShares of restricted stock, if any, issued
through the Exchange Program would be issued uhdekmended 2000 EIP. Since they would be derivenh fshares otherwise issuable
under the cancelled options, these shares wouild dedition to the number of shares available $suance under the Amended 2000 EIP as
described above.

Eligibility . The Exchange Program will be open to our active-executive employees. Accordingly, our Chief ExemiOfficer and the other
executive officers listed in the summary compewsatable on page 25 of this Proxy Statement willbreligible to participate. The Exchange
Program will include the employees of PTC’s papéting subsidiaries worldwide, except where loaald make that impractical. The
Exchange Program will not be available to formepkyees or to consultants or directors.

Executive Giveback . In order to help achieve our goal of reducing oaed) our Chief Executive Officer and the other exiee officers listed
in the summary compensation table on page 25 hgreed to cancel for no compensation the optiong hioéd that have exercise prices above
$15.50 per share (approximately 3,333,032 shamex)ninection with the Exchange Program.

6
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Valuation . We intend to set the value of the cash and resttistock to be paid in the Exchange Program toobgreater than the value of the
stock options being surrendered. We have workel witependent consultants to establish modelsstimating the option values. We expect
to use the Black-Scholes stock option valuation ehoas well as a binomial model, and will basegkehange ratios on the values determined
by these models. However, no payments of cashstricied stock will have a value greater than 1@#%bhe value of the cancelled options, as
determined by the binomial model.

As an illustrative example, if we were to haveiatigd the Exchange Program beginning in Decemb@4,20e following table illustrates the
exchange price for each class of stock optionshédidor exchange in the Exchange Program and tineber of options eligible for exchange,
assuming all of the currently eligible employeesctdd to participate and a value of $4.86 per shiacemmon stock, being the 200-day
average of the closing prices of our common stacieported by the Nasdaq National Market for thiéopeending December 1, 2004.

lllustrative Table of Exchange Ratios

Value Provided

; Number of Sh Weighted A Weighted

per Stock Option SugjrgctetZJOCurr:;\?I? Rgrlgair?ing Kﬁ(reagfe Aslegragee Total

Exercise Price Eligible Options Eligible Options (yrs) Exercise Price Value
$9.00- $11.99 $ 1.0¢ 6,498,84. 4.5¢ $ 10.2% $ 6,875,776.9
$12.00- $14.99 $ 0.6¢€ 8,164,42. 3.9¢ $ 13.42 $ 5,408,113.8
$15.00- $19.99 $ 0.41 4,672,86 3.5¢ $ 15.8¢ $ 1,934,566.9
$20.00- $24.99 $ 0.2t 3,841,58! 3.4¢ $ 21.8¢ $ 883,564.7
$25.00- Up $ 0.11 646,26 3.2¢ $ 28.5:¢ $ 71,347.4.
23,823,98 $15,173,369.9

We currently anticipate offering to cancel optiavith exercise prices at $9.00 and above for caskeB on the illustrative example above and
assuming full participation of all outstanding a@pts currently eligible as of December 31, 2004 Bkehange Program would result in the
exchange of options for approximately 23,823,98&ah for the payment of approximately $15,173,3H@ Company may elect to pay for
certain of the exchanged options using restrictecksin lieu of cash, in which case the ratio datrieted stock would be set using the option
valuation models described above and based orathmérket value of the restricted stock as deteechiby the Compensation Committee.
Only options with exercise prices of $9.00 and &bwill be included in the Exchange Program and weld only offer to exchange restricted
stock for options that have exercise prices leas #0% above the then-current market price of oomrmon stock. If we offer to exchange
options for restricted stock, the number of shafegstricted stock issued in connection with tixetEange Program will not exceed 5,000,000
shares. The total cash paid to optionholders irettghange Program will not exceed $20,000,000.

Vesting of Restricted Stock Awards | ssued Pursuant to the Exchange Program . Although we currently anticipate paying cash in Exehange
Program, if restricted stock is issued in lieu a$le then, regardless of the class of option suerekin the exchange, all restricted stock issued
in the Exchange Program would vest one year fohgwhe grant date, subject to the participgntintinued employment with PTC. The ves
schedule for the restricted stock will not takeiatcount the extent that any exchanged options alezady vested, nor will it give credit for
prior service with PTC (See “Summary of 2000 EHelow for a discussion of vesting and forfeitureesdtricted stock). The Board of Direct
believes this new vesting schedule under the Exgn&@nogram would enhance the motivational and tieeeelements of the award and would
thus benefit the stockholders.

Potential Effects of the Exchange Program. As of December 31, 2004, there were options outistgunder our equity incentive plans to
purchase 64,759,986 shares of our common stockwé&lghted average remaining life of these outstagndiptions was 5.73 years, while the
weighted average exercise price was $9.83. We &aglditional 21,135,723 shares available for gnader our existing equity plans,
excluding our 2000 Employee Stock Purchase Plathdrevent the Amended 2000 EIP is approved bgtitekholders, and assuming full
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participation in the Exchange Program, we anti@ghat the number of shares subject to optiongandsg under our equity incentive plans
would decrease to approximately 37,602,971 (wiéhresulting weighted average remaining life andhivieid average exercise price of these
outstanding options to be 7.07 years and $5.6fentively). Moreover, the 2000 EIP would then be snle vehicle to grant future
discretionary equity awards, and the number ofeshavailable for awards under the Amended 2000ABiiHd be 15,195,666. These decreases
in equity awards outstanding and shares availavl&ufure awards would reduce our current optiorerieang from 32% to 20%, and our
current potential voting power dilution (on a fullijluted basis) from 24% to 16%.

I mplementation of the Exchange Program . If the Amended 2000 EIP is approved by stockholdeesexpect that eligible employees will be
offered the opportunity to participate in the Exapa Program promptly after June 30, 2005. Partitgpwill be given an election period (a
minimum of 20 business days) in which to acceptatfier. All of the eligible options of participaginemployees will be cancelled on the last
day of the election period. The restricted stoskiésl as part of the Exchange Program, if any, wbel$sued as of the first business day after
the end of the election period, and the cash patsneifl be distributed to participants as soon ecficable thereafter.

Accounting Treatment. Under current accounting rules, PTC will be reciite record a fixed compensation expense on inecstatement
equal to the fair market value of the options excjeal for cash and shares of restricted stock ifE#uhange Program. The expense for the
restricted stock component, if any, generally Wwélamortized over the vesting period for theseeshdarhe expense for cash payments will be
recognized immediately.

U.S. Federal Income Tax Consequences . Cash received by participants will be recognizedrdiary income and PTC will be allowed a
corresponding business expense deduction. The egetd options for restricted stock grants, if estypuld be treated as a non-taxable
exchange, and no income for U.S. federal incometagoses should be recognized by participantsT@ &pon the grant of the new restricted
stock awards. Upon vesting in the restricted stpekticipants would be required to recognize ondinacome in an amount equal to the then-
current fair market value of such restricted stable would generally be allowed a business expeadadlion for the amount of any taxable
income that is recognized by participants at theetsuch income is recognized.

International Tax Consequences. The Exchange Program will be offered on a worldwidsis (except where impractical under local law).
Participants residing outside of the U.S. may lgesit to laws other than those of this country. ternational tax implications of the
Exchange Program are not discussed in this pratgrsent and will vary depending upon the tax laie@ign jurisdictions; however, the
tender offer documents we deliver to participantsaentain a summary of the applicable internasibtax laws.

Why the Amended 2000 EIP and the Proposed Exchange are Important

It is important that we improve our capital struetuApproval of the Amended 2000 EIP will help ase¢duce overhang. By providing the
Company the ability to issue restricted stock éulof stock options going forward, it will help mgnimize the dilutive impact and the expense
associated with future equity grants.

We also believe that our ability to provide effeetequity compensation incentives is essentiali$aio attract, retain and motivate key
personnel. Competition for top-notch software depels, sales personnel and other skilled empldyag$ecome more intense as high
technology companies proliferate rapidly. The Boafr®irectors believes that equity grants are aable tool to motivate and retain employ
if the equity grants provide realistic incentivése Exchange Program addresses out-of-the-monel sfitions that no longer have the
intended retentive and incentive effects.

The Board also wishes to reinvigorate our equitypensation program going forward. Under the Amer2@aD EIP, the Compensation
Committee will be able to issue restricted stockadroader basis and to implement equity incergivards that include performance-based
vesting requirements that are tied to achievingatpeg and/or financial targets.
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Board Recommendation

For the foregoing reasons, the Board of Directeileles that the Amended 2000 EIP will allow usntprove our compensation plat
improve our capital structure and better align @ampensation needs and our stockholders’ interésessBoard recommends that you vote

FOR approval of the Amended 2000 EIP and the Exchamggr&m.

Summary of 2000 EIP

The following summarizes the principal featureshaf 2000 EIP as in effect now and notes certaiitiaddl changes under the Amended 2

EIP.

Administration

Types of Award:

Eligibility

Stock Options and Their Terms

The 2000 EIP is administered by the Compensatianr@ittee of
the Board of Directors which is composed of two rhers of our
Board who meet certain tests under the tax andisiesuaws for
independence from PTC management. If there aratrieast two
such members, then the entire Board serves asamentee for
purposes of the 2000 El

Under the 2000 EIP, the Committee may award stptios, stocl
appreciation rights, and restricted and unresttisteares of
common stock. Restricted stock units may also berded under
the Amended 2000 Ell

The Committee may make awards to employees, dieatad
consultants of PTC and its subsidiaries based thinanticipated
contribution to the achievement of our objectived ather relevar
matters. As of December 31, 2004, seven direcaproximately
3,150 employees, and approximately 300 consultaets eligible
for awards under the 2000 EIP. Because awards igigthe
discretion of the Committee, one cannot know inaambe the
specific future recipients and the amount of tleiards.

The Committee may award incentive stock optiondifyirag undet
Section 422 of the Internal Revenue Code (“1ISO89 a
nonstatutory stock options. The Committee determthe terms of
the option awards, including the amount, exercisgepvesting
schedule and term, which may not exceed ten y&aesper share
exercise price of an option may not be less tharfalr market
value of a share of common stock on the date oftgexcept that a
nonstatutory stock option granted to a newly hzetployee or
consultant may have a lower exercise price so &migis not less
than 100% of fair market value on the date theqreescepts
PTC's offer of employment or the date employmertgibg,
whichever is lower
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Stock Appreciation Right

Restricted and Unrestricted Stock

Restricted Stock Units

10

A participant may pay the exercise price of anaptn cash or, i
permitted by the Committee, other consideratioaluiding by
surrendering common stock he or she hc

The Committee may grant stock appreciation right“ SARs”
which are rights to receive any excess in valughafes of commc
stock over the exercise price. We expect that thesdd be
granted primarily to non-U.S. employees who magldgect to
adverse stock option taxation rules. The Commaétesl determine
at or after the time of grant whether SARs ardexbih cash,
common stock or other securities of PTC, awardsttuer property
and may define the manner of determining the exicegalue of
the shares of common stox

The Committee may make awards of common stock suttje
restrictions on transfer that lapse if specifiedditons are met,
such as the participant’s continued service witkCRT our
achieving certain business or financial goals. paeicipant
generally will forfeit the shares if the specifiednditions are not
met. The participant is entitled to vote the shams receive any
dividends during the restriction period. The Contegtmay also
award common stock without restrictions, for exaenpd recogniz
outstanding achievements or as a supplement tacteststock
awards when PTC's performance exceeds establigkseddss or
financial goals. The types of performance goals it Committee
may use are expanded in the Amended 2000 EIP. thentittee
determines what, if anything, the participant npest to receive
such a stock award. The number of shares that maydnted
under the 2000 EIP for less than fair market vauurrently
limited to 10% of the shares authorized under tha,@mnd this
limitation would be removed under the Amended 2B00.

Under the Amended 2000 EIP the Committee is authdrio grant
“Restricted Stock Units,” which are rights to raeein the future
shares of common stock subject to forfeiture. Then@ittee
determines the duration of the period during whastyg the
conditions under which, the award may be forfettethe Compan
and the other terms and conditions of such aw#&estricted Stoc
Units may be settled in shares of common stoclashcas
determined by the Committee at the time of grarihereafter.
Such awards shall be made in the form of “unitghveiach unit
representing the equivalent of one share of Com8took.
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Limitations on Individual Grant

Termination of Service

Transferability

Change in Capitalization

Change in Contrc

Amendment or Repricing of Outstanding Awa

11

Under the 2000 EIP, the Committee may not in ahgriar yea
grant to any person options or stock appreciafigims for more
than 2,000,000 shares of common stock, nor more5068,000
shares of performand®ased restricted or unrestricted stock aw:
Under the Amended 2000 EIP, performance-basedatestror
unrestricted stock awards and RSUs will be suligette
2,000,000-share limit as well, which will now be afiscal year
basis. This limit is subject to adjustment for ojpasin our structu
or capitalization that affect the number of sharesommon stock
outstanding

The Committee determines the effect on an awatteotlisability,
death, retirement or other termination of servita participant in
the 2000 EIP

The Committee has the authority to permit partintpdo transfe
any award, provided that ISOs may be transferat\e to the
extent permitted by the tax coc

If there is a change in our capitalization thaeef§ the outstanding
common stock, the aggregate number of sharesnhaeserved fc
issuance under the plan, as well as the numbédrasés subject to
outstanding awards, together with option and SA& @ge prices,
will be adjusted by the Committee to preserve theeffits intended
to be provided under the ple

The Committee may act to preserve a partic’s rights under a
award in the event of a change in control of PTCamgong other
things, accelerating any time period relating ® éercise or
payment of the award, causing the award to be asddoy another
entity or providing for compensating payments t® plarticipant

The Committee may amend or terminate any outstgralivard, fo
which the respective participant’s consent woulddspiired unless
either (i) if such action would terminate or redtice number of
shares issuable under an option, the exercisabilitiie option
must be accelerated or (ii) the amendment wouldwaderially and
adversely affect the participant. However, the Cadtte® may not,
without stockholder approval, amend any outstandiptipn to
reduce the exercise price or replace it with amopat a lower
exercise price
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Amendment of the 2000 EI The Board of Directors may amend, suspend or textaithe 200!
EIP, subject to any stockholder approval it deestersary or
appropriate. For example, under provisions curyeagiplicable to
PTC, the Board may not increase the number of stareommon
stock issuable under the plan (except in the chae o
recapitalization, stock split or similar event) mott stockholder
approval.

Federal Income Tax Consequences Relating to Awards under the 2000 EIP and Amended 2000 EIP

I ncentive Stock Options . A participant does not realize taxable income ug@ngrant or exercise of an 1ISO under the 2000 EHeparticipant
does not dispose of shares received upon exercae |80 for at least two years from the date ehgiand one year from the date of exercise,
then (a) upon sale of the shares, any amount eghiizexcess of the exercise price is taxed tgéngcipant as long-term capital gain and any
loss sustained will be a long-term capital loss @r)dve may not take a deduction for Federal inctemepurposes. The exercise of ISOs gives
rise to an adjustment in computing alternative munin taxable income that may result in alternativeimmum tax liability for the participant.

If shares of common stock acquired upon the exeign ISO are disposed of before the end of tieeamd two-year periods described above
(a “disqualifying disposition”), the participantaizes ordinary income in the year of dispositinran amount equal to the excess (if any) of the
fair market value of the shares at exercise (desi$, the amount realized on a sale of such ghavesthe exercise price. We would be entitled
to a tax deduction for the same amount. Any furgeen realized by the participant would be taxed abort-term or long-term capital gain and
would not result in any deduction for us. A disdfiyahg disposition in the year of exercise will gaally avoid the alternative minimum tax
consequences of the exercise of an ISO.

Nonstatutory Stock Options . No income is realized by the participant at theetimmnonstatutory option is granted. Upon exertigeparticipan
realizes ordinary income in an amount equal tadifference between the exercise price and theniaiket value of the shares on the date of
exercise. We would receive a tax deduction forsédame amount. Upon disposition of the shares, ajgi@t or depreciation after the date of
exercise is treated as a short-term or long-temitadegain or loss and will not result in any fustitax deduction by us.

Restricted Stock . Generally, a participant will be taxed at the tithe restrictions on the shares lapse. The excebe déir market value of the
shares at that time over the amount paid, if apythb participant for the shares will be treatedminary income. The participant may instead
elect at the time of grant to be taxed (as ordimacyme) on the excess of the then fair marketevafithe shares over the amount paid, if any,
for the shares. In either case, we would receitax @eduction for the amount reported as ordinacpme to the participant. Upon the
participant’s disposition of the shares, any subsatiappreciation or depreciation is treated dsd ®r long-term capital gain or loss and will
not result in any further tax deduction by us.

Restricted Stock Units . A participant does not realize taxable income ugh@ngrant or vesting of a restricted stock unioag as proper
elections are made or the units only become paygige an allowable distribution event or on a sjetidate. Otherwise, the participant will
realize taxable income upon vesting of a restristedk unit, and may be subject to interest andtiaddl penalties that are applicable to cer
forms of nonqualified deferred compensation. Assunthat proper elections are made or that the alidevdistribution provisions are
followed, when an award is settled, the participaititinclude as ordinary income an amount equahi fair market value of the shares (or the
amount of cash) distributed to settle the award veld receive a corresponding tax deduction atithe of settlement. If the award is settled
in shares, then any subsequent appreciation oed@gion is treated as short-term or long-termtehgiain or loss and will not result in any
further tax deduction by us.
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Other Tax Matters. United States tax laws generally do not allowliglyzheld companies to obtain tax deductions fompensation of more
than $1 million paid in any year to any of the fiwest highly paid executive officers (each, a “aegeperson”) unless the compensation is
“performance-based” as defined in Section 162(ntheftax code. Stock options and SARs granted uh&e2000 EIP are performance-based
compensation if they have exercise prices nottless the fair value of common stock on the datgraht. In the case of restricted stock and
restricted stock units, Section 162(m) requires the general business criteria of any performayuads that are established by the Committee
be approved (as they have been in the 2000 ElIPpariddically reapproved by stockholders in orderduch awards to be considered
performance-based and deductible by us. Geneth#yperformance goals must be established beferbdfinning of the relevant performance
period. Furthermore, satisfaction of any perforneageoals during the relevant performance period mestertified by the Committee.

A participant who receives any accelerated vesiimgxercise of options or stock appreciation rigittaccelerated lapse of restrictions on
restricted stock or restricted stock units in catio@ with a change in control might be deemedawereceived an “excess parachute payment’
under federal tax law. In such cases, the partitipeay be subject to an excise tax and we may beeda tax deduction.

2000 EIP and 1997 NSOP Activity

As shown in the Summary Compensation Table on pagéhe awards described in the following tableehbgen made periodically, and it

our expectation that the Compensation Committekcwiitinue to make awards under the Amended 2080t&hdvance the goals described
above. Such awards have and will continue to flatetun amount from year to year based on many facitecluding our performance and the
market value of our common stock. For fiscal 208§)ity incentive grants to employees and officensegally have been suspended to enable
the Company to seek stockholder approval of thegsed amendments to the 2000 EIP and in anticipafithe adoption of the new
requirement to expense stock options under FinbAcieounting Standard Board Statement No. 123théfproposed amendments to the 2000
EIP are approved by stockholders, the Compens&tmnmittee anticipates resuming equity awards tizef§ and employees for fiscal 2005 at
the time the Company adopts stock option expengidgly 2005, with the aggregate amount of the d&&v be in line with the Company’s
goal of minimizing the dilutive effect associatedhnfuture equity grants. The Committee intendgtant awards under the plan in amounts
will provide similar incentives to those previouglsovided by our stock options and that a portibthese equity incentive awards issued to
officers would be performance-based restrictedkstdth performance criteria tied to operating amdiileancial targets established at the
beginning of each fiscal year. The Committee culyesxpects that officer grants of restricted statkiscal 2005 would be not more than two-
thirds the number of shares granted pursuant tk stptions in 2004 with 50% of these awards beiedgymance-based restricted stock.
Although the foregoing reflects the Compensatiom@uttee’s current expectations, no specific planareangements have been made for any
particular awards and any equity awards would bdemia the discretion of the Compensation Commiti@sed on the circumstances at the

of that decision. Consequently, we cannot speuifth respect to any particular person or groughegithe benefits or amounts that will be
received in the future.

2000 EIP . PTC's stockholders have previously approved thgeisse of 11,500,000 shares under the 2000 EIPf Becember 31, 2004,
options exercisable for 8,818,572 shares wereandgtg and 2,195,666 shares remained availablgrémt under the 2000 EIP. Under the Z
EIP, we have to date granted stock options to @selshares of common stock to the following persomgoups in the following amounts:

Number of Options

Name and Title or Group Granted to Date
C. Richard Harrison 1,962,501
Chief Executive Officer and Preside

Barry F. Cohet 1,200,001
Executive Vice President, Strategic Services amthBis

Paul J. Cunninghai 1,200,001
Executive Vice President, Worldwide Sa

Anthony DiBona 300,00(

Executive Vice President, Global Maintenance Suf
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Number of Options

Name and Title or Group Granted to Date
James E. Heppelmai 1,575,001(i)
Executive Vice President and Chief Product Offi

Cornelius F. Moses 733,50(
Executive Vice President and Chief Financial Offi

All Current Executive Officers as a Gro 7,271,001
All Current Nonemployee Directors as a Gr 1,575,001

All Current Employees, excluding Executive Officesis a Grou 400,00(

(i) Includes 375,000 shares of restricted stock gratatédr. Heppelmann on May 30, 20(

1997 NSOP. As of December 31, 2004, under the 1997 NSOP, there outstanding options exercisable for 39,1 $tares and 18,940,057
shares remained available for grant.

The closing price of our common stock on Decemlie2804, as reported by the Nasdaqg National Mavkas, $5.89.

Proposal 3: Approve an Amendment to Our Articles of Organization to Permit a Reverse Stock Spli
The Proposal

Our Board of Directors has unanimously adoptedsalution seeking stockholder approval to amend BT Cticles of Organization to effect a
“reverse stock split” of PTC common stock in whalery five outstanding shares would be combineal tiwb shares. This would result in no
proportional change to any stockholder's ownerstiBTC (except to the extent of any resulting fiawl share, as discussed below). If the
stockholders approve this amendment to our Artjdles Board of Directors may, in its discretiorfeef the reverse stock split at any time
before our 2006 Annual Meeting of Stockholders. Bioard of Directors currently believes that a reeestock split will be desirable for the
Company and its shareholders. However, notwithstgnalpproval of this proposal by the stockholdére,Board of Directors may determine
its discretion that a reverse stock split is nd®rC’s best interests and may abandon it withodhé&u action by the stockholders.

Reasons for the Proposed Reverse Sock Split

We have been a public company quoted on the Nasdtgnal Market since 1989. We had 270,489,479shaf common stock outstanding

of January 3, 2005. This is significantly higheartthe typical software company of our size an¢h wisimilar business model. Our Board of
Directors believes that it is in the interest of stockholders and PTC for us to have a numbeharfes outstanding that is comparable to th
other widely owned public software companies. Tloam8 of Directors also believes that an additidreadefit of a reverse split may be to help
bring our stock price in line with that of peer quanies. A higher share price may enable us tocatidditional institutional investors and
investment funds whose investing guidelines wotliegtrwise prohibit them from purchasing PTC stoclr 6tockholders should also benefit
from relatively lower trading costs for a higheiced stock. The combination of lower transactiosts@nd increased interest from institutional
investors and investment funds can ultimately imprthe trading liquidity of our common stock, whielould benefit all stockholders.
Reducing the number of shares outstanding woulniralduce the Company’s costs associated with adtaimg its stock plans.

In order to reduce the number of shares of PTC comstock outstanding (and thereby attempt to thisger share price of PTC common
stock proportionally), the Board of Directors beés that it is in the best interests of our stoddtéus for the Board to have the authority to
implement a reverse stock split. When used in tandéh a program to reduce overhang and minimieeditutive effect associated with fut.
equity grants, a reverse stock split should beffeetave way to improve PTC's capital structure andurn, benefit our existing shareholders.

If the stockholders approve this proposal, the revstock split will be effected, if at all, onlpen a determination by the Board of Directors
that the reverse stock split at a two-for-fiveaas in the best interests of the stockholdersait time. No further action on the part of
stockholders will be required to either implemenabandon the reverse stock split. If the BoarDioéctors does not implement the reverse
stock split before our 2006 Annual Meeting, thehauity granted in this proposal will terminate.
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Principal Effects of the Proposed Reverse Stock Split

If approved and effected, the reverse stock sgitld be effected simultaneously for all outstand®igC common stock. The reverse stock
would affect all of PTC’s stockholders uniformlydawill not affect any stockholder’'s percentage omhé@ interest or proportionate voting
power in PTC, except to the extent that the revsisek split would otherwise result in any of P$Gtockholders owning a fractional share.
fractional shares would be issued as a resulteofdhierse stock split. As described below, stoakérsl otherwise entitled to fractional shares as
a result of the reverse stock split will be entitte cash payments in lieu of such fractional shaseich cash payments will reduce the number
of post-reverse stock split stockholders to themixthere are current stockholders who would ottserneceive less than one share of PTC
common stock after the reverse stock split. Howgwecause the number of authorized shares of PT®nom stock will not be reduced, the
reverse stock split will increase the number ohatized and unissued shares that the Board of Diremay issue in the future without further
stockholder action.

The principal effects of the reverse stock split b that:

» the number of shares of PTC common stock issuedarstianding will be reduced from approximately 289,479 shares (as of
January 3, 2005) to approximately 108,195,791 aniléhares (such number is contingent upon the nuaflshares outstanding at the
time of the reverse split

» proportionate adjustments will be made to the pare exercise price and the number of shares iksupbn the exercise of all
outstanding options entitling the holders to pusghshares of PTC common stock, which will resuéipproximately the same
aggregate price being required to be paid for sytions upon exercise as was required immediatefiyrb the reverse stock split; a

» the number of shares reserved for issuance undbragaur equity compensation plans would alsodukiced proportionately.

Effect on Stockholders with Post-Reverse Stock Split Fractional Shares. PTC stockholders will not receive fractional posterse stock split
shares in connection with the reverse stock dpktead, fractional shares would be addressederobthe following ways, as determined by
PTC in its discretion: (1) we will pay each stockler otherwise entitled to a fractional share dasin amount equal to such fraction multip
by the value of the common stock on the effectiateabr (2) our transfer agent or a designated bnokkaggregate all fractional shares and
sell them as soon as practicable after the effectate at the then prevailing prices on the operkebzon behalf of those holders who would
otherwise be entitled to receive a fractional sh@fe expect that this sale would be conducted iarderly fashion at a reasonable pace and
that it may take several days to sell all of thgragated fractional shares of common stock. Afiesé sales are completed, each stockholder
entitled thereto will receive a cash payment irmamount equal to the stockholder’s pro rata shatbeofotal net proceeds of the sales. No
transaction costs will be assessed on this saksélbash proceeds will be subject to federal indameNo interest will be paid for the period
of time between the effective date of the revetsekssplit and the date of payment for the cashedsbares.

After the reverse stock split, a stockholder wéklk no further interest in PTC with respect to eaghed-out fractional share. A person
otherwise entitled to a fractional interest willti@ave any voting, dividend or other rights, exdepteceive payment as described above.

NOTE: If you do not hold sufficient PTC shares in anyagivaccount to receive at least one share in thersestock split and you want to
continue to hold PTC common stock after the revetgek split, you may do so by taking either of théowing actions far enough in advance
so that it is completed by the effective date:

(1) purchase a sufficient number of shares of PTC comstack so that you hold at least that amount afeshof PTC common stock
in your account before the reverse stock split agleventitle you to receive at least one shareTd@® Bommon stock on a post-
reverse stock split basis;

(2) if applicable, consolidate your accounts so that lyold at least that amount of shares of PTC comshaek in one account before
the reverse stock split as would entitle you tehee at least one share of PTC common stock orstarpoerse stock split basis.
Shares held in registered form (that is, sh
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held by you in your own name in P’s stock records maintained by our transfer agertt)shares held i“street nam” (that is,
shares held by you through a bank, broker or atberinee) for the same investor will be considereld in separate accounts and
will not be aggregated when effecting the revetsekssplit.

You should be aware that, under the escheat laweeofarious jurisdictions where you reside, wHeT€ is domiciled, and where the funds
will be deposited, sums due for fractional intesehiat are not timely claimed after the effectiveet may be required to be paid to the
designated agent for each such jurisdiction. THereatockholders otherwise entitled to receivehsiunds may have to seek to obtain them
directly from the state to which they were paid.

Effect on Registered and Beneficial Stockholders. Upon a reverse stock split, we intend to treatlgtotders holding PTC common stock in
“street name” (i.e., through a bank, broker or otieminee) in the same manner as registered sttdkisovhose shares are registered in their
names. Banks, brokers or other nominees will bietinted to effect the reverse stock split in thecants of their customers holding PTC
common stock in street name. However, such bamkkebs or other nominees may have different proeegthan registered stockholders for
processing the reverse stock split. If you holdnghares with such a bank, broker or other nomamekif you have any questions in this reg
we encourage you to contact your nominee.

Registered stockholders who hold all their shaneertificate form will receive a transmittal letfeom our transfer agent after the effective
date of the reverse stock split. The letter ofgraittal will contain instructions on how to surrengour certificate(s) representing your pre-
reverse stock split shares to the transfer aggminUWeceipt of your stock certificate you will Issued a new certificate for the appropriate
number of posteverse stock split shares. You may still sell ysharres and deliver your old stock certificate twaker even if you have not
exchanged it for a new certificate.

STOCKHOLDERS SHOULD NOT DESTROY ANY STOCK CERTIFIGA(S) AND SHOULD NOT SUBMIT ANY CERTIFICATE(S)
UNTIL REQUESTED TO DO SO.

Effect on Authorized Shares. The reverse stock split would affect all issued antstanding shares of PTC common stock and oulistgn
rights to acquire PTC common stock. Upon the eiffecess of the reverse stock split, the total numobauthorized shares would not change
and the number of authorized shares of PTC comnuomk $hat are not outstanding would increase dubdaeduction in the number of shares
of PTC common stock outstanding. As of January0852we had 500,000,000 authorized shares of constoak, of which 270,489,479
shares were issued and outstanding. Followingdaherse stock split we will continue to have 5,000,authorized shares of preferred stock,
none of which are currently outstanding. Authoribed unissued shares are available for issuanteebBoard of Directors, and we may issue
such shares in the future. If we issue additiohates, the ownership interest of holders of PTCmomstock will be diluted.

Procedure for Effecting Reverse Stock Split

If the stockholders approve this proposal and tbarB of Directors decides to implement the revstsek split at any time before our 20
Annual Meeting, we will file Articles of Amendmeniith the Secretary of the Commonwealth of the Comvwenalth of Massachusetts to
amend PTC'’s current Articles of Organization. Taeerse stock split will become effective on theedsftfiling the Articles of Amendment,
which is referred to as the “effective date.” Bedimg on the effective date, each certificate regméing pre-reverse stock split shares will be
deemed for all corporate purposes to evidence ashiepf post-reverse stock split shares (less eagtibnal shares, as described above).

Accounting Matters

The reverse stock split will not affect the parueabf PTC common stock. As a result, as of thecéffe time of the reverse stock split, 1
aggregate par value of PTC common stock on itsbalaheet will be reduced in proportion to the regetock split ratio and the additional
paid-in capital account will be increased by a esponding amount. The psgitare net income or loss and net book value of €rfimon stocl
will be changed because there will be fewer shaf€sTC’'s common stock outstanding. In addition, ifstorical
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amounts of net income or loss per common sharequsly reported by PTC, as well as all referenceaimmon stock share amounts, will be
restated to reflect the reverse stock split ashi&d been in effect as of the earliest reportethge

Certain Risk Factors Associated with the Proposed Reverse Sock Split

There can be no assurance that the total mark#éalization of PTC common stock (the aggregate afiall PTC common stock at the tr
market price) after the proposed reverse stockwsjlibe equal to or greater than the total madagtitalization before the proposed reverse
stock split or that the per share market priceT@€Rommon stock following the reverse stock split imcrease in proportion to the reduction
in the number of shares of PTC common stock outtgrbefore the reverse stock split. For exampdseld on the closing market price of PTC
common stock on January 3, 2005 of $5.66 per sliahe Board of Directors decided to implement theerse stock split, there can be no
assurance that the post-split market price of P@i@mon stock would be $14.15 per share or greagorlingly, the total market
capitalization of PTC common stock after the praubreverse stock split may be lower than the totaket capitalization before the proposed
reverse stock split and, in the future, the mapkiete of PTC common stock following the reversecktsplit may not exceed or remain higher
than the market price before the proposed revéosk split.

A decline in the market price of PTC common stoit&rahe reverse stock split may result in a gnepégcentage decline than would occur in
the absence of a reverse stock split, and thedityubf PTC common stock could be adversely affédtdlowing such a reverse stock split. The
market price of PTC common stock will, howeverpdie based on PTC’s performance and other faatdiish are unrelated to the number of
shares outstanding.

A reverse stock split would increase the numbesta¢kholders who own odd lots (less than 100 shgpetentially increasing their trading
costs. Stockholders who hold odd lots typicallyinbigher costs to sell their shares and may hasater difficulty in effecting sales.

The reverse stock split may have an aatieover effect. The increased proportion of autledrand unissued shares to outstanding shared,
in certain circumstances, have an anti-takeovexceff-or example, it would permit issuances thaild/dilute the stock ownership of a person
seeking to effect a change in the composition efBbard of Directors or contemplating a tenderrofireother transaction for the combination
of PTC with another company. However, the revetsekssplit proposal is not being proposed in resgeaio any effort of which we are aware
to accumulate shares of PTC’s common stock or pla@trol of PTC, nor is it part of a plan by maeagnt to recommend to the Board of
Directors and stockholders a series of amendmerdartArticles of Organization to address takem@rcerns. Other than the reverse stock
split proposal, the Board of Directors does notently contemplate recommending the adoption of@hgr amendments to our Articles of
Organization that could be construed to affectaibiéity of third parties to take over or change tioatrol of PTC.

No Appraisal Rights

Under the Massachusetts Business Corporation Actstockholders are not entitled to appraisal Eghith respect to the reverse stock spilit,
and we will not independently provide stockholdeith any such right.

Federal Income Tax Consequences of the Reverse Stock Split

The following summary of certain material Uniteci®t federal income tax consequences of the reggrske split does not purport to be a
complete discussion of all of the possible federadme tax consequences of the reverse stockasmlits included for general information or
Furthermore, it does not address any state, ladalreign income or other tax consequences. Atstpés not address the tax consequences to
holders that are subject to special tax rules, sisdhanks, insurance companies, regulated investoepanies, personal holding companies,
foreign entities, nonresident alien individualsyler-dealers and tax-exempt entities. The discadgsibased on the provisions of the United
States federal income tax law as of the date hevdd€h is subject to change retroactively as wslprospectively. This summary also assu
that the pre-reverse stock
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split shares were, and the post-reverse stocksites will be, held as a “capital asset,” asaefin the Tax Code (i.e., generally, property
held for investment). The tax treatment of any heéder may vary depending upon the particulangirstances of such stockholder. Each
stockholder is urged to consult with such stockboklown tax advisor with respect to the tax conseges of the reverse stock split.

Other than the cash payments for fractional shdiezsissed below, no gain or loss should be recedriy a stockholder upon such
stockholder’s exchange of pre-reverse stock shéitess for post-reverse stock split shares purdoahe reverse stock split. The aggregate tax
basis of the whole post-reverse stock split shaesived in the reverse stock split will be the sas the stockholder’s aggregate tax basis in
the pre-reverse stock split shares exchanged thretegs the portion of the basis in the pre-revsteck split shares attributable to any fraction
of a post-reverse stock split share for which toeldolder received cash. In general, stockholddrs receive cash in exchange for their
fractional share interests in the post-reversekssptit shares as a result of the reverse stoékwitll recognize gain or loss based on their
adjusted basis in the fractional share interestsamed. The stockholder’s holding period for thstypeverse stock split shares will include the
period during which the stockholder held the preerse stock split shares surrendered in the rewtosé split.

The receipt of cash instead of a fractional sh&feT&C common stock by a United States holder of Bd@mon stock will result in a taxable
gain or loss to such holder for federal incomepasposes based upon the difference between therdraboash received by such holder and
the adjusted tax basis in the fractional sharestforth above. The gain or loss will constituteagital gain or loss and will constitute long-
term capital gain or loss if the holder’s holdirgripd is greater than one year as of the effectate. Our view regarding the tax consequences
of the reverse stock split is not binding on thieilnal Revenue Service or the couBECORDINGLY, YOU SHOULD CONSULT WITH
YOUR OWN TAX ADVISOR WITH RESPECT TO ALL OF THE POT ENTIAL TAX CONSEQUENCES TO YOU OF THE

REVERSE STOCK SPLIT.

Recommendation of Board of Directors

The Board of Directors recommends a e@R the proposal to amend PTC's Articles of Organizatiw effect a reverse stock split at a two-
for-five ratio.

Proposal 4: Confirm the selection of PricewaterhouseCoopers LLRs PTC's independent registered public accounting firm fothe
current fiscal year.

The fourth proposal on the agenda for the Annuadtiig will be to confirm the appointment by the Au@ommittee of the Board of Directo

of PricewaterhouseCoopers LLP, an independenttezgis public accounting firm, as PTC’s independegtistered public accounting firm for
the fiscal year ending September 30, 2005. PricenlvatiseCoopers LLP served as our independent esifiitothe fiscal year ended September
30, 2004. Further information about Pricewaterh@asmers LLP appears under “Information about odependent Registered Public
Accounting Firm” on page 32. Although stockholdenfirmation of the selection of PricewaterhouseGuep.LP is not required by law or our
by-laws, and this vote will not be binding on Pk Board of Directors believes that it is advisatol give stockholders an opportunity to
provide guidance on this selection. In the eveist¢bnfirmation is not received, the Audit Comnutteill reconsider the selection of
PricewaterhouseCoopers LLP.

The Board recommends that y6@ONFIRM the selection of PricewaterhouseCoopers LLP as ®T@dependent registered public accounting
firm.

Other Matters

The Board of Directors does not know of any othatters that may come before the meeting. Howekanyi other matters are prope
presented to the Annual Meeting, the persons namig: accompanying voting instruction form willtep or otherwise act, in accordance with
their judgment on such matters.
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INFORMATION ABOUT THE DIRECTORS

Who Are Our Directors?

Our Board of Directors is divided into three clasgath staggered three-year terms. There are diyrsvo Class | directors, two Class Il
directors and three Class Il directors, whose seexpire, respectively, at the 2006, 2007 and Z0@tual Meetings of Stockholders. The Cl
[l directors, who are described on page 3, areinatad for re-election at this Annual Meeting. Tlass | and Il directors will continue in
office following the Annual Meeting. The followingble contains information about each of the Clasyl Il directors. You will find
information on director holdings of PTC stock i thection called “How Much Stock is Owned by Dicestand Officers?” beginning on page
23.

Term

Director Expires

Name, Age, Principal Occupation, Business Experiercand Directorships Since

Class | Directors

Donald K. Grierson, age 70 1987 200¢
Director of ABB Vetco International. Mr. Griersoraw Chief Executive Officer and President of ABB &teGray,
Inc., an oil services business, from 1991 to 2004ddition to CEO and President, Mr. Grierson alswed as
Executive Director of ABB Vetco Gray, Inc., begingiMarch 2001

Oscar B. Marx, Ill, age 6 199t 200¢
Non-Executive Chairman of the Board of Amerigon Incagted, a high technology automotive component se
since March 2003. Mr. Marx served as Chief Exeau@fficer and Chairman of the Board of Amerigon
Incorporated from October 2001 to March 2003. Markalso was Chief Executive Officer and PresiagmitMW
Enterprises, a private automotive investment fiinom July 1995 to February 2002, and since thag tias been
Vice President, Automotive Sector, and was a Dineghtil December 2002.
Director of Amerigon Incorporated and Tesma Intdoml, Inc.

Class Il Directors

Michael E. Porter, age £ 199t 2007
Bishop William Lawrence University Professor at ##nd Business School. Professor Porter has beeofesBor at
Harvard Business School since 1973 and has beerivandity Professor since 2001.
Director of Thermo Electron Corporation and Info@terporation

Noel G. Posternak, age 198¢ 2007
Chairman of the Board of Directors of PTC sinceeJ2000.
Senior Partner in the law firm of Posternak, Blaaks& Lund, L.L.P. since 1980, practicing in thea of business
law and mergers and acquisitions.
Director of TA Associates Realty Func
Independence
All of our directors except Mr. Harrison, our Pt and Chief Executive Officer, and Professotd?are “independent directors” as defined
in the Nasdaqg National Market listing standards.
Certain Relationships and Transactions
Mr. Harrison and Paul J. Cunningham, F's Executive Vice President, Worldwide Sales, ax fiousins

Cornelius F. Moses, PTC’s Executive Vice Presigamt Chief Financial Officer was an executive offioeBradlees, Inc. within two years of
its bankruptcy filing in January 2001.
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Board Meetings and Attendance at the Annual Meeting

PTC's Board currently schedules five regular meetinggnd each fiscal year, but will meet more oftenétcessary. The Board met eight tir
during fiscal 2004. We expect that each directdratiend the Annual Meeting of Stockholders eaehry barring other significant
commitments or special circumstances. All directbhe in office attended the 2004 Annual Meetingtdfckholders.

Communications with the Board

Stockholders may send communications to the BoBRdrectors in the manner described on the InveR&lations page at our web site (at
www.ptc.com).

The Committees of the Board

The Board has three standing committees: the ATmiihmittee, the Compensation Committee and the Natinigp & Corporate Governance
Committee.

The Audit Committee

The Audit Committee examines our accounting praegs®views our financial disclosures, and meetts thie independent auditors (including
meeting privately, outside the presence of PTC mameent) to discuss our financial reporting polices procedures and our internal controls.
The Committee reports on such matters to our Bo&Rirectors. In this connection, the Committediiectly responsible for the appointment
(and where appropriate, replacement), evaluatiohcampensation of the work of the independent atslifThe Committee reviews the
performance of the independent auditors in the anzaudit and in assignments unrelated to the aastesses the independence of the auditors
and reviews their fees. At least once every thesesg; the Committee will evaluate the independeditars’ tenure, the quality of their
engagements and the associated costs to deterfmdependent auditor rotation is advisable.

The Committee is also responsible for pre-approwioig-audit related services that may be performetthé independent auditors and for
reviewing our internal controls over financial refiog and disclosure.

The Audit Committee operates under a written chadepted by the Board of Directors (a copy of wahigincluded as an Appendix A to this
proxy statement and is available on our web sitevat.ptc.com).

Messrs. Goldman, Marx (Chairman), and Posternatently serve as members of the Audit Committee cAthmittee members are
“independent directors” under both SEC rules ardiiing requirements of the Nasdag National Magaerning the qualifications of
members of the Audit Committee, and none of themewer been an employee of PTC or any subsidiarsin® fiscal 2004, the Audit
Committee included at least one member who quédldie an Audit Committee Financial Expert, as defing the SEC. That person was Oscar
B. Marx, Chairman of the Audit Committee.

The Audit Committee met twelve times during fis2@D4. The Committee’s report for 2004 appears @e [¥3.

The Compensation Committee

The Compensation Committee establishes the compieméavels for PT(s executive officers (including granting stock ops and othe
equity awards to executive officers) and overseasl@yee compensation programs, including PTC’s Bgrograms and its equity incentive,
stock option and employee stock purchase plansCHhmemittee acts under a written charter, whichvalable on our web site at
www.ptc.com. Each year, the Committee reports 1o g1 executive compensation. The Committieeport for fiscal 2004 appears on page
to 28.
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Messrs. Goldman (Chairman) and Grierson currerttyesas members of the Compensation Committee. Me#srs. Goldman and Grierson
qualify as “independent directors” under the Nasatjonal Market listing requirements. This comenétimet six times during fiscal 2004.

The Nominating & Corporate Governance Committee

The Nominating & Corporate Governance Committegpigointed by the Board to assess Board membersbiisn make recommendatic
regarding potential candidates for election toBberd of Directors and membership on committeeb®Board of Directors, develop and
recommend policies and processes regarding cogpgoaternance matters and maintain a CEO succesisionn order to ensure continuity of
leadership for PTC. The Committee acts under gewritharter, which is available on our web sitenatv.ptc.com. Further information about

the operation of the Committee appears on page 35.

Messrs. Posternak (Chairman), Goldman and Griezamently serve as members of the Nominating & G@oape Governance Committee. All
Committee members qualify as “independent direttonsler the Nasdaqg National Market listing requireteefhe committee met twice duri

fiscal 2004.

How We Compensate Our Directors
Annual Cash Fee

Annual Equity Awarc

Equity Award to New Board Members
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Other than the Chairman of the Board, each diresft®TC who is
not an employee of PTC or our subsidiaries recedweannual cash
fee of $25,000 per year. The Chairman of the Ba&sdnon-
employee, is paid an annual cash fee of $125,009gze. Each
Chairman of a Board Committee is also paid an audit annual
committee chairman fee of $5,000 (unless the cotamithairman
is also the Chairman of the Board, in which casefé¢ie is waived)

We also have generally granted each-employee director 25,0
stock options on the date of each annual meetingprAemployee
serving as Chairman of the Board of Directors enggd 75,000
stock options.

These annual option grants generally have an eseeprice equal
the fair market value of our stock on the Nasdatiddal Market
on the date of grant. The options vest annualfpim equal parts
beginning on the first anniversary of the granedaid expire ten
years from the grant date. The options stop vestingn the
director no longer serves on the PTC Board.

Going forward, if the amendments to our 2000 ElBcdbed in
Proposal Two above are approved, we anticipateatiatial equity
awards could be issued as restricted stock ratla@rstock options

In fiscal 2004 our policy was to grant each new-samployee
director 50,000 stock options at the time of inigkection to the
Board on the same terms as the annual option giestsibed
above.



Table of Contents

Going forward, if the amendments to our 2000 Elfcdbed in
Proposal Two above are approved, we anticipateetipaity grants
to new board members could be issued as reststoett rather
than stock options

Meeting Fees We also pay each naemployee director meeting fees of $2,00C
attendance at each Board meeting and $2,000 fandsthce at eax
meeting of the Audit, Compensation, and Nomina&n@orporate
Governance Committee

Expense: PTC reimburses all directors for travel and otledaited expense
incurred in attending Board and committee meeti

Directors who are PTC Employe We do not compensate our employees for servicedagetor.

Information About Certain Insider Relationships

Professor Michael E. Porter has a consulting aparent with PTC under which he aids in the develaggroéand participates in a series of
executive management seminars sponsored by PTiScah 2004, Mr. Porter participated in one exegitnanagement seminar and received a
$15,000 fee.
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INFORMATION ABOUT PTC COMMON STOCK OWNERSHIP

Which Stockholders Own at Least 5% of PTC?

The following table shows all persons we know tdobaeficial owners of at least 5% of PTC commomwlsts of November 30, 2004.
“Beneficial owners’of PTC common stock are those who have the powest®or to sell that stock. Our information is & part on repor
filed with the SEC by the firms listed in the tablelow. If you wish, you may obtain these reportsf the SEC.

Number of Shares Percentage of Commo
Beneficially Owned(1 Stock Outstanding(2)
Merrill Lynch & Co., Inc. (3) 38,740,928(3) 14.3%

World Financial Center, 250 Vesey Street
New York, NY 10381

Mellon Financial Corporation (4) 19,543,417(4) 7.2%
One Mellon Center
Pittsburgh, Pennsylvania 152

Cooke & Bieler, L.P. (5 16,718,709(5 6.2%
1700 Market Street, Suite 3222
Philadelphia, PA 1910

The footnotes for this table appear below the tebie.

How Much Stock is Owned by Directors and Officers?

The following table shows the PTC common stock Eieiadly owned by PTC's directors and the executbficers named in the Summary
Compensation Table, as well as all current dirsctmd executive officers as a group, as of Noverd®e2004.

Number of Shares Percentage of Commo
Beneficially Owned(1)(6 Stock Outstanding(2)
Robert N. Goldmal 267,50 *
Donald K. Griersot 207,50 *
Oscar B. Marx, I (7 291,35 *
Joseph M. ¢ Donnell *
Michael E. Porte 777,40 *
Noel G. Posterna 462,50 *
C. Richard Harrison (€ 6,802,67 2.46%
Barry F. Cohet 1,481,04 .54%
Paul J. Cunninghai 1,612,83 .59%
Anthony DiBona (9’ 437,04 *
James E. Heppelmai 1,631,21 .60%
Cornelius F. Moses (1( 185,00 *
All directors, nominees for director, and currex¢eutive officers as a
group (13 person: 14,290,58 5.04%

* Less than 1% of outstanding shares of commocksto

(1) This describes shares as beneficially owned basédfarmation available to us and applicable refiafes. This does not constitute an
admission by any stockholder that he or she beia#fiowns the shares listed. Unless otherwiseciaidid, each stockholder referred to
above has sole voting and investment power oveshiees listec

(2) For purposes of determining the percentage of comstmck outstanding, the number of shares deemtstaoding includes the
270,423,259 shares outstanding as of November(&8} 2nd any shares subject to options held byehsop or entity in question that are
exercisable on or before January 29, 2(
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(3) As reported on Schedule 13G filed with the Seasitind Exchange Commission on January 27, 2004illNlgnch & Co., Inc., a
holding company for certain asset management siabbgisl that, it stated, hold such shares, statatitthad shared voting and dispositive
power over all such shares. The Schedule 13G efsarted that Master Small Cap Value Trust, 800 8etsiMill Road, Plainsboro, NJ
08536, had shared voting and dispositive power &ve$22,600 shares (6.6% of the cla

(4) As reported on Schedule 13G filed with the Seasitind Exchange Commission on February 5, 2004oMEInancial Corporation
(“MFC") is a holding company for certain banks eagset management subsidiaries that, it statedfibiafig own such shares in their
fiduciary capacities. MFC stated that, of such skait had sole voting power over 15,841,227, didpositive power over 19,205,236,
and shared voting and dispositive power over 232 ,#Pthe Schedule 13G, two of those subsidiaNed|on Trust of New England, NA,
and The Boston Company, Asset Management, LLC (itththe same address as MFC), also reportedtdiréndirect beneficial
ownership of 13,918,980 (5.2% of the class) of ssledres, of which each reported sole voting power 40,747,120, sole dispositive
power over 13,900,520, and shared voting and dispepower over 18,46(

(5) Inits Schedule 13G filed on February 10, 2004, Keo& Bieler, L.P., which stated that it is a regigtd investment adviser, reported 1
it had sole voting and dispositive power over 4,826 of such shares, shared voting power over 85d5f such shares, and shared
dispositive power over 12,419,884 of such she

(6) The amounts listed include the following sharesafimon stock that may be acquired on or beforealsr2, 2005 through the exerc
of options: Mr. Goldman, 207,500 shares; Mr. Goer207,500 shares; Mr. Marx, 291,250 shares; Partter, 699,000 shares; Mr.
Posternak, 322,500 shares; Mr. Harrison, 6,416sb@res; Mr. Cohen, 1,481,046 shares; Mr. Cunninghafi 2,836 shares; Mr. DiBol
431,042 shares; Mr. Heppelmann, 1,363,654 sharesylekes, 175,000 shares; and all directors anetiexecutive officers as a grol
13,341,252 share

(7) 100 shares are held by Mr. M’s spouse as custodian for a minor relat

(8) 16,560 shares are held jointly by Mr. Harrison with spouse

(9) 6,000 shares are held by a family trust as to whichDiBona has sole voting and investment con

(10) 10,000 shares are held jointly by Mr. Moses with $pouse

Section 16(a) Beneficial Ownership Reporting Compdince

Section 16(a) of the Securities Exchange Act of4l@Rjuires that our insiders—our directors, exeeutifficers and 10%-or-greater
stockholders—file reports with the SEC on theitiibeneficial ownership of PTC common stock anyg subsequent changes (in this case,
“beneficial ownership” means a pecuniary interaghe shares). They must also provide us with copiehe reports.

On September 3, 2004, Michael E. Porter, a memittvedBoard of Directors, filed an SEC Form 4 rejpay the disposition by a broker-
managed account maintained on his behalf of 24feshaf common stock in 2002. On March 4, 2004, TBiBona, our Executive Vice
President, Global Maintenance Support, filed an $&fn 3/A amending his direct ownership of commitmtls to include 6,855 shares omit
from his original SEC Form 3 filing. Based on oaview of all reports furnished to us, we believatthll of our insiders filed on a timely basis
all other reports required by Section 16(a) focdi2004.
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INFORMATION ABOUT EXECUTIVE COMPENSATION

The tables on pages 25 through 26 show salariesisies and other compensation paid for the last fiseal years, options granted in
fiscal 2004, options exercised in fiscal 2004 aptiam values as of year-end fiscal 2004 for thee€Executive Officer and our five other most
highly compensated executive officers.

Summary Compensation Table

Long-Term
Compensation Awards

Annual Compensation Restricted Shares All Other
Stock Underlying Compen-
Name and Principal Position Year Salary($)(1) Bonus($)(2) Awards($) Options(#) sation($)(4)
C. Richard Harrison 2004
Chief Executive Officer
and President 2005 500,000 700,00 800,00 6,15(
500,00( 387,50( 1,300,00! 6,00(
2002 400,00( 455,00( 600,00( 5,75(
Barry F. Cohen 200¢
Executive Vice President,
Strategic Services and Partners 200z 400.00( 150.00( 300.00( 0
400,00( 167,50( 700,00( 0
2002 275,00( 211,25( 400,00( 1,30¢
Paul J. Cunninghai 200<
Executive Vice President,
Worldwide Sales 200 400,00 150,00 300,00( 6,15(
335,00( 235,91: 700,00( 6,00(
2002 275,00( 174,50! 400,00( 5,75(
Anthony DiBona 2004
Executive Vice President, Global
Maintenance Support 200 325,00  500,00( 175,00( 6,15(
272,54¢ 250,36° 175,00( 6,00(
2002 250,00( 219,47¢ 100,00( 5,75(
James E. Heppelmann 200<
Executive Vice President
and Chief Product Officer 2005 478,00  300,00( 300,00 6,15(
478,00( 167,50( 700,00( 0
200z 347,00( 211,25( 1,275,00(3) 400,00( 5,75(
Cornelius F. Moses (5) 2004
Executive Vice President
and Chief Financial Officer 2007 400,00 400,00 300,00 6,15(
123,07 167,50( 700,00( 0
2002 0 0 0 0

(1) Salary includes amounts deferred pursuant to olifidBavings Plan. Mr. Heppelmann’s salary foryalhrs presented includes special
cost of living allowance compensatic

(2) Amounts shown, except for those relating to Mr. @iogham for fiscal years 2002 and 2003 and thdsgimg to Mr. DiBona for fiscal
year 2003, are awards under F's incentive plans or bonuses and are earned arrdext during the fiscal years indicated and patieraf
the end of each fiscal year (these bonuses areildedainder “Executive Compensation Programs” agep2?). Amounts shown for
Mr. Cunningham for fiscal years 2002 and 2003 amdiBona for fiscal year 2003 primarily comprisgnemissions based on reven

(3) We granted 375,000 shares of restricted commork stollr. Heppelmann on May 30, 2002, on which dag tharket value of ot
common stock was $3.40. The restrictions on Mr.géépann’s stock lapse in three annual installmehfi25,000 shares each beginning
on May 1, 2003, and may lapse sooner as describ#thiployment Agreements With Executive Officerst’ page 30. Holders of
restricted stock have the right to receive caskiddivds, if any, paid on such restricted stock ¢stigcidends remain restricted under the
terms of the underlying restricted stock) and hifreeright to vote such restricted stock. The agategalue of the remaining restricted
stock (125,000 shares) as of September 30, 2084dhzn the market value of our common stock ondatg ($5.28), was $660,0(

(4) Amounts shown are our matching contributions urider401(k) Savings Pla

(5) Mr. Moses joined PTC as our Executive Vice Prediden Chief Financial Officer in June 20(
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Option Grants in Fiscal 2004

Name

C. Richard Harrisol
Barry F. Cohet

Paul J. Cunninghai
Anthony DiBona
James E. Heppelmai
Cornelius F. Mose

Individual Grants

Potential Realizable

Value at Assumed Annual

Percentage Rates of Stock Price
of Total Appreciation for Option
Number of Options Term(3)
Shares Granted to Exercise
Underlying Employees Price
Options in Fiscal Per Expiration
Granted(#)(1) Year(%) Share($) Date(2) 5%($)(4) 10%($)(4)
800,00( 10.€ 45¢ 3/3/201: 2,309,30. 5,852,22.
300,00( 4.1 45¢  3/3/201: 865,98{ 2,194,58.
300,00( 4.1 45¢  3/3/201: 865,98{ 2,194,58.
175,00( 24 45¢  3/3/201- 505,16( 1,280,17.
300,00( 4.1 45¢  3/3/201: 865,98{ 2,194,58.
300,00( 4.1 45¢  3/3/201: 865,98{ 2,194,58.

(1) The exercise price of each option is 100% of tlirenferket value of our common stock on the dateoitton was granted. The exercise
price may be paid in cash or, subject to certanitditions for shares previously acquired upon égerof options, in shares of common
stock, or in a combination of cash and shares.optiens become exercisable in four equal annuglinsents, commencing one year
after the date of grant but may become exercisaieer as described“Employment Agreements With Executive Offic’ on page 30

(2) The Expiration Date for each option is ten yeapsfthe date of gran

(3) The dollar amounts under these columns are thét iifstalculations at the 5% and 10% appreciatetes set by the SEC and, therefore,
are not intended to forecast possible future aggtieq, if any, in the price of our common stoclo Nain to the optionees is possible
without an increase in the price of our commonlistadich will benefit all stockholders proportioeét.

(4) In order to realize the potential values over #reyear option term set forth in the 5% and 10%imwis of this table, the per share price
and the total increase in price of the common stidke end of the option term would be as follc

Date of Grant

3/3/2004

Percentage
Prices at: Increases at:
Exercise Price
per Share($) 5%($) 10%($) 5% 10%
4.5¢ 7.4¢ 11.91 63 15¢

Aggregated Option Exercises During Fiscal 2004 andear-End Option Values

Shares

Acquired on
Name Exercise(#)
C. Richard Harrisol 0
Barry F. Cohen 0
Paul J. Cunningham 80,00(
Anthony DiBona 0
James E. Heppelmai 0
Cornelius F. Mose 0

Value

Realized($)(1

0

186,26
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Number of Shares
Underlying Unexercised
Options at FY-End(#)

Exercisable/Unexercisabl

6,416,007
2,233,33.

1,681,04¢
1,116,66!

1,675,33€
1,124,161

436,042
378,33

1,372,734
1,141,66!

175,000
825,00(

Value of Unexercised Ii-
the-Money Options at
FY-End($)(2)

Exercisable/Unexercisabl

1,920,334
4,236,661

1,155,16¢
2,231,83.

891,969
2,231,83.

217,647
493,35:

1,331,70¢
2,231,83.

343,000
1,236,001
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(1) Market value of the underlying shares on the détxercise less the option exercise pr
(2) Market value of shares on September 30, 2004 ($8@&red by i-the-money options less the option exercise price. @ptare i-the-
money if the market value of the shares coverektheis greater than the option exercise pi

Report of the Compensation Committee
Executive Compensation Programs

Our executive compensation programs consist oetprancipal elements: base salary, cash bonus guityéncentive awards. We provide no
special perquisites to our executives. Our objedhigditionally has been to emphasize incentivepmmsation in the form of cash bonuses and
stock option grants, rather than base salary. Tdrep@nsation Committee has determined that its fgoursy forward will be to establish
broader executive compensation policies and to @hndetermine an appropriate mix of base salaoypus and long-term incentive
compensation for executive officers that servefsitiner those policies. Equity compensation willdsed to promote both near- and longer-
term corporate performance goals. We anticipateréstricted stock grants will play a larger rdian the stock options we have historically
used, since these awards involve issuing feweesithan stock options to deliver similar value armpared to stock options, they help to
reduce overhang and potential stockholder dilugind to reduce expense. In addition, restricteckggoants continue to provide an incentive
even if the stock price declines.

The Committee sets the annual base salary for éixesiwafter reviewing their historical compensatievels, evaluating past performance and
assessing their expected future contributionsettirg) base salaries, the Compensation Committesiders generally available information
regarding salaries prevailing in the industry bogsinot tie salaries to any particular indices.

We maintain incentive plans under which execultiffieers (including the Chief Executive Officer) gpaid cash bonuses after the end of each
fiscal year. Payments of bonuses under the inceplans are dependent on our achievement of cditaincial targets established by our
Board of Directors at the beginning of each figer. A portion of these bonuses may from timeén@talso be based on individual
performance goals. The Committee’s goal is to e#t borporate-wide financial performance target$ specific metrics aligned with the
executive’s functional area to provide the righkmf incentives to achieve desired results.

For the fiscal 2004 plan, the Committee design&ieeach officer a target cash bonus amount atidlithresholds for both expense and
operating profit to be met by PTC in fiscal 200%knder for any portion of the bonus to be paid. €kecutive officers designated to participate
in the plan were: C. Richard Harrison, Chief ExeaiOfficer and President; Barry F. Cohen, Exeaidice President, Strategic Services and
Partners; Paul J. Cunningham, Executive Vice PeasjdVorldwide Sales; Anthony DiBona, Executive &Rresident, Global Maintenance
Support; James E. Heppelmann, Executive Vice Reas@hd Chief Product Officer; and Cornelius F. B&gExecutive Vice President and
Chief Financial Officer.

Under the plan, an officer’s target bonus was $pid two halves. The Committee determined thabowous would be paid unless PTC met
designated operating expense and operating pnoéisiholds (the “Minimum Performance Thresholda/ereupon the officer would be eligil
for a payout of 50% of the officer’s target bonbmsaddition to meeting the Minimum Performance Emads, payment of the second 50% of
the target bonus was: for the Chief Executive @fficontingent upon PTC meeting certain revenwugetar for the Chief Financial Officer,
contingent upon PTC meeting certain expense tgrgetsfor the remaining officers, contingent upla officer’s particular division meeting
one or more additional revenue targets. The plsm atovided for upside bonus payments in the ethentargets set for a particular officer w
exceeded.

In fiscal 2004, the Minimum Performance Threshal@se met and, accordingly, all officers receiveel finst 50% of their target bonuses. With
respect to the second 50% of the officers’ bonusegets were met or
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exceeded by five of the six participating officarsluding the Chief Executive Officer and, accoigly, the second 50% of the cash bonus was
paid to these executive officers. Two of these atiee officers also received upside bonus paymeased on exceeding their respective
targets.

Total fiscal 2004 compensation for executive officalso included long-term incentives in the forhstock options that become exercisable in
four annual installments subject to the executiee'stinued employment with PTC. Equity incentives iastrumental in promoting the
alignment of long-term interests between our exeeudfficers and stockholders due to the fact fahs are directly correlated with increases
in our stock price and long-term service by thecetige. In making such awards, the Committee carsid the contributions of each executive
to our overall performance, the responsibilitiebéoassumed in the upcoming fiscal year, and awardther executives in the industry holding
comparable positions, as well as the executivesitipn within PTC. As has been our practice, thenButtee fixed the exercise price of the
2004 options at 100% of the fair market value af @mmon stock on the date of grant.

Compensation Deductibility

Section 162(m) of the Internal Revenue Code of 188Gmended (t*Code¢”), imposes a limit on tax deductions for annual conspénon in
excess of one million dollars paid by a corporatimits chief executive officer and the other fouwst highly compensated executive officer
the corporation. This provision excludes certaimfe of “performance based compensation,” includitagk options, from the compensation
taken into account for the purposes of that liffiite Committee believes that, although it is desérédr executive compensation to be tax
deductible whenever in the Committee’s judgment Wauld be consistent with the objectives pursuanthich the particular compensation is
paid, we should compensate our executive officair/fin accordance with the guidelines discussethis report and not be unduly limited by
the anticipated tax treatment. Accordingly, th@ltabmpensation paid to an executive officer in gegr may exceed the amount that is
deductible. The Compensation Committee will corgitm assess the impact of Section 162(m) of thee@adts compensation practices and
determine what further action, if any, is approf@ia

Chief Executive Officer Compensation

For fiscal 2004, Mr. Harrison was awarded a $700,€8sh bonus, which represents 58% of his totdl campensation (base salary plus
bonus). The bonus was earned based upon our aoiéevef revenue and expense targets establistibd beginning of the fiscal year, as
described above. In fiscal 2004, the Board of Doecgranted Mr. Harrison options to purchase 800 ghares of PTC’s common stock
(exercisable in four equal annual installmentsaitd an exercise price equal to the market valueusfcommon stock on the date of grant).
The amount of these option grants reflects Mr. idar’s overall contributions to PTC, including kiforts in positioning PTC for future
growth and reducing its cost structure, and higgatted future contributions, as well as the fest@pplicable to executive officers generally
described above. At the start of fiscal 2005, Marfison’s performance was evaluated and his congpiensdetermined in accordance with the
factors described above applicable to executivieex® generally. Mr. Harrison’s base salary wasdased to $520,000 for fiscal 2005,
representing a 4% increase from the fiscal 2003fignel 2004 levels of $500,000. His target boremeained unchanged at the 2004 level,
while new performance targets were set for fis€al32

Compensation Committee

Robert N. Goldman, Chairman
Donald K. Grierson
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Stock Performance Graph

The following Stock Performance Graph comparestireulative stockholder return on our common stooknf September 30, 1999
September 30, 2004 with the cumulative total retfrthe S&P 500 Index, the Nasdaq (U.S. Companiex and the Nasdaq Computer &
Data Processing Index over the same period. ThekSterformance Graph assumes that the value afitlestment in PTC common stock and
each of the comparison groups was $100 on Septe3dhdn99, and assumes the reinvestment of divelaneé have never declared a divid
on our common stock. The stock price performangectid in the graph below is not necessarily intiliesof future price performance.
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Employment Agreements with Executive Officers
Agreement with Mr. Harrison

Mr. Harrison has an agreement that provides hirh watrtain benefits in the event of a terminatiomisfemployment under certain
circumstances and upon the occurrence of certa@ntsvif we elect to terminate his employment (othan for “Cause,” as defined in the
agreement) or effect a “Change in Status” (whishdefined in the agreement, includes a diminutiotitle, responsibilities or compensation),
we must give him eighteen months’ prior notice and:

(1) he is entitled to receive during the eight-month period following such event (or until suchliea date as he commenc

employment with another company), a salary at@egual, on an annualized basis, to one and ore(tht/ 3) times the highest
annual salary (excluding bonuses) received by hithé prior six months; ar

(2) (A) all outstanding stock options and stock ap@ean rights “SAR<") held by Mr. Harrison shall become exercisable tohx
number of shares of common stock for which sucbkstptions would have been exercisable had Mr.iblamis employment with
PTC continued for one year following the noticeedatt the effective date of the Change in Statuthesase may be, (B)
restrictions applicable to restricted stock heldvy Harrison shall lapse with respect to such nendf shares as would be
applicable had Mr. Harrison’s employment with PTéhiinued for one year following the notice datdlar effective date of the
Change in Status, as the case may be, and (Ohell ariteria for vesting of any award granted uratey PTC stock plan and held
by Mr. Harrison shall be deemed to have been natyithstanding any vesting schedule or other piowisto the contrary in the
agreements evidencing such stock options, SARSiatesl stock or other award. For the durationhef hotice period, Mr. Harrison
will continue to vest in any remaining unvestediapt SAR or restricted stock grant in accordancd \its terms

The agreement also provides that effective upoa Ghange in Control (as described below), oMMii) Harrison’s death or disability: (A) all
outstanding stock options and SARs held by Mr. idarr shall immediately become exercisable in {#), all restrictions applicable to
restricted stock held by Mr. Harrison shall immeelialapse, and (C) all other criteria for vestisfgany award granted under any PTC stock
plan and held by Mr. Harrison shall be deemed t@Hzeen met, notwithstanding any vesting schedutgher provisions to the contrary in the
agreements evidencing such stock options, SARSiatesl stock or other award. A “Change in Contralhich is defined in the agreement,
generally includes (a) any person or entity becgntire beneficial owner of 50% or more of the votoayver of PTC, (b) a change in a majo
of our directors, (c) a merger or consolidationvimch our stockholders do not have majority votomyver of the surviving entity, or (d) the
approval by the stockholders of our liquidatioracsale or disposition of all or substantially dlbor assets.

Agreements with other Executive Officers Listed in the Summary Compensation Table

PTC has entered into similar agreements with Me§€syken, Cunningham, DiBona, Heppelmann, and Masleish provide that (i) in the
event we terminate their employment without Caose&ffect a Change in Status following a Chang€amtrol of PTC, they are entitled to
receive, during the twelve-month period followingtice of termination (or until such earlier datetlasy commence employment with another
company), a salary at a rate equal to the highesia salary (excluding bonuses) received in thar jgix months.

The Agreements further provide that, in the evért Ghange in Control (i) all outstanding stockiops and SARs held by the executive shall
immediately become exercisable in full, (ii) altteéctions applicable to restricted stock held by &xecutive shall immediately lapse, and (iii)
all other criteria for vesting of any award grantedier any PTC stock plan and held by the execsgtiadl be deemed to have been met,
notwithstanding any vesting schedule or other miowis to the contrary in the agreements evidensiretp stock options, SARs, restricted stock
or other award.
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EQUITY COMPENSATION PLANS
The following table sets forth information regamliour equity compensation plans as of Septembe2(B4:

Weighted-average

- exercise price of Number of securities
Number of securities to br outstanding options remaining available for
issued upon exercise of warrants and rights e fuuituréaoi;su:nnsc;ig;\d?;n
outstanding options, 9 quity P P
Plan Category warrants and rights
Equity compensation plans approved by
security holder: 25,763,73 $ 10.3( 10,418,67(1)
Equity compensation plans not appro!
by security holder 40,270,36(2) $ 9.3( 18,445,33
Total 66,034,10(2) $ 9.6¢ 28,864,01(1)

(1) Comprises (a) 8,223,007 shares of our common steakable for future issuance under our 2000 Emgéo$tock Purchase Plan and
2,195,666 shares of our common stock availableviards under our 2000 Equity Incentive Plan (tH@0@REIP”). In addition to stock
option awards, the 2000 EIP provides for the issaarf stock appreciation rights (“SARs”). SARs dghts to receive any excess in
value of shares of common stock over the exeraise;pthe Compensation Committee (the “Committed dur Board of Directors
determines whether they are settled in cash, constawk or other of our securities, awards or otiteperty and may define the manner
of determining the excess in value of the shareopnfmon stock. Under our 2000 EIP, the Committee alay make awards of common
stock subject to certain restrictions during a djggtperiod, such as the participant’s continueds/ige with PTC or our achieving certain
financial goals. The participant generally will figit the shares if the specified conditions aremet and the participant cannot transfer
the shares before termination of that period. Téng¢ig@pant is, however, entitled to vote the shamed receive any dividends during the
restriction period. The Committee also may awamhmon stock without restrictions to recognize outdiag achievements or as a
supplement to restricted stock awards when PTQfpeance exceeds established financial goals.ddramittee determines what, if
anything, the participant must pay to receive saiskock award, but the number of shares that maydmed under the 2000 EIP for less
than fair market value is limited to 10% of the saauthorized under the pl:

(2) Excludes 249,534 shares of our common stock issugiiin exercise of outstanding options assumedrinection with our mergers or
other acquisition transactions; these options lzaweighte-average exercise price of $19.!

Non-Stockholder Approved Plan

PTC maintains the 1997 Non-Statutory Stock Opttbe (Plan”). The purpose of the Plan is to atteaud retain key employees and consultants
of PTC and our majority-owned subsidiaries, to fevan incentive for them to achieve long-rangdqrarance goals and to enable them to
participate in our long-term growth. Our employees consultants, and those of any of our majontyed subsidiaries, capable of
contributing significantly to the successful penfance of PTC are eligible for option awards untlerRlan. Our officers and directors are not
eligible to participate in the Plan. Options grahteder the Plan may only be stock options thaharéntended to be “incentive stock options”
within the meaning of Section 422 of the InternavBnue Code of 1986, as amended.

The Plan is administered by the Committee. Sultgetiie provisions of the Plan, the Committee hasatlithority to select the employees and
consultants to whom options are granted and deterthie terms of each option, including the amoexeycise price, vesting schedule
(generally in four equal annual installments onheafcthe first four anniversaries of the date arg) and term, which may not exceed ten y:
The per share exercise price of an option must keaat 100% of the fair market value of our comratotk on the date of grant.

Options generally are exercisable only during aoge’s term of employment or engagement as auttams and for a period of between ten
and ninety days after that term ends. In the casermination as a result of death
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or permanent disability, options generally are eisable thereafter for twelve months; in the cadsemnination as a result of retirement,
options generally are exercisable thereafter firehmonths. During the lifetime of the optionesa, ¢ her option is exercisable only by him or
her and is not transferable except by will or by dws of descent and distribution.

The Committee may act to preserve an optioneefdgignder an option in the event of a change itrobaf PTC by (i) accelerating any time
period relating to the exercise of the option, §iipviding for compensating payments to the optiorfii) adjusting the terms of the option to
reflect the change in control, (iv) causing thei@pto be assumed by another entity, or (v) making other provision that the committee may
consider equitable to optionees and in the bestéasts of PTC. Unless otherwise determined by ther® stock options held by Senior Vice
President and Vice President level employees beex@keisable in full if, within one year followirggchange in control of PTC, such
employee’s employment is terminated without cabgehe employee due to a Change in Status, oralhistor her death or partial or total
disability.

The Board of Directors may amend, suspend or textaithe Plan or any portion thereof at any time Tommittee may amend, modify or
terminate any outstanding award with the respedpt®nee’s consent unless the amendment wouldhatgrially and adversely affect the
optionee in which case, consent is not requiredvél@r, the Committee may not, without stockholdggraval, amend any outstanding option
to reduce the exercise price at any time duringeh@ of such option.

Plans Assumed in Connection with a Merger or Other Acquisition Transaction

PTC has also assumed stock options under certaitygdans of acquired companies. These planslbaigsative and no future options may be
granted under them. The plans are all substansatylar to the Plan, discussed above, excepta@ain of the options outstanding are
“incentive stock options” within the meaning of 8en 422 of the Code.

INFORMATION ABOUT OUR INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

PricewaterhouseCoopers LLP, an independent registarblic accounting firm, served as PTC's indepan@uditors for fiscal 2004 and has
reported on our 2004 consolidated financial statemé he Audit Committee of the Board of Directbes re-appointed
PricewaterhouseCoopers LLP for fiscal year 2005 aadiescribed above, the Board is seeking youirpmation of PricewaterhouseCoopers
LLP’s appointment. Representatives of Pricewateske@Qoopers LLP are expected to be present at ouaditeeting. They will have the
opportunity to make a statement if they so desickwill also be available to respond to appropriestions from stockholders.
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Report of the Audit Committee

The Audit Committee is responsible for reviewingd's financial reporting process on behalf of the BaafrDirectors. In fulfilling its
responsibilities, the Committee has reviewed asdulised the audited financial statements for fidgé#t with management and with
PricewaterhouseCoopers LLP, our independent regsteccounting firm. In this process, the Committet with PricewaterhouseCoopers
LLP, with and without management present, to dis¢he results of their examinations, PTC’s crit@atounting policies and the overall
quality of PTC's financial reporting and disclosaentrols.

The Committee has discussed with the independaetitossi the matters required to be discussed bt on Auditing Standards No. 61,
Communication with Audit Committees, as amended. In addition, the Committee has disclwith PricewaterhouseCoopers LLP their
independence from PTC and its management, inclutiegnatters in the letter and written disclosuezgived from PricewaterhouseCoopers
LLP as required by Independence Standards Boari&td No. 1)ndependence Discussions with Audit Committees. The Audit Committee
also considered whether the independent auditoosigion of the other, non-audit related serviaePTC, which are referred to in
“Independent Registered Public Accounting Firm 8w and Fees” below, is compatible with maintagrimdependence.

Based on the Committee’s discussions with managgnienrepresentations of the independent auditodsthe Committee’s review of
PricewaterhouseCoopers LLP’s report to the Commjittee Committee recommended to the Board of Diredhat the audited financial
statements be included in PTC’s Annual Report amFt0-K for fiscal 2004 for filing with the Secuds and Exchange Commission.

Audit Committee

Oscar B. Marx, Chairman
Robert N. Goldman
Noel G. Posternak

Independent Registered Public Accounting Firm Serdes and Fees

The Audit Committee is responsible for the engageroéour independent auditors and for approvinggdvance, all auditing services ¢
permitted non-audit services to be provided byitlkdependent auditors. The Audit Committee maintaipslicy for the engagement of the
independent auditors that is intended to maintaénindependent auditarindependence from PTC. In adopting the policg,Ahdit Committe
considered the various services that the indeperadgtitors have historically performed or may bedwesl to perform in the future. The policy,
which is to be reviewed and re-adopted at leastiahnby the Audit Committee:

0] Approves the performance by the independent awditbcertain types of service (principally auditated and tax), subject to
restrictions in some cases, based on the Comnsttegermination that this would not be likely tgomir the independent
auditor’ independence from PT(

(i) Requires that management obtain the specific ppproval of the Audit Committee for each engageroétite independent
auditors to perform other types of permitted sexsj@nc

(iii)  Prohibits the performance by the independent atgdbcertain types of services due to the likadithdhat their independen
would be impaired
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Any approval required under the policy must be gilg the Audit Committee, by the Chairman of therdttee in office at the time, or by
any other Committee member to whom the Committsedietegated that authority. The Audit Committeesto@ delegate its responsibilitie:
approve services performed by the independent@sdid any member of management.

The standard applied by the Audit Committee in heibeing whether to grant approval of an engageroéttie independent auditors is whether
the services to be performed, the compensatioe faid therefor and other related factors are stersi with the independent auditors’
independence under guidelines of the SecuritiedExetiange Commission, the Public Company Accour@irgrsight Board, and applicable
professional standards. Relevant considerationgde¢but are not limited to, whether the work prods likely to be subject to, or implicated
in, audit procedures during the audit of PTC's fiicial statements; whether the independent auditotdd be functioning in the role of
management or in an advocacy role; whether perfocmaf the service by the independent auditors &venhance PTC'’s ability to manage or
control risk or improve audit quality; whether parhance of the service by the independent auditordd increase efficiency because of their
familiarity with PTC’s business, personnel, cultusgstems, risk profile and other factors; and Weethe amount of fees involved, or the
proportion of the total fees payable to the indejeerh auditors in the period that is for tax andeotion-audit services, would tend to reduce the
independent auditors’ ability to exercise independiedgment in performing the audit.

The following table states the fees for profesdiseavices rendered during fiscal 2003 and fis€@i4®by our independent auditors,
PricewaterhouseCoopers LLP.

Type of Professional Services Fiscal 2003 Fiscal 2004
Audit $1,472,00 $1,668,00!
Audit-Related (1 155,00( 100,00
Tax (2) 1,916,001 1,292,001
All Other — —

(1) Consisting principally of fees for services relateemployee benefit plan audits and consultatammerning financial accounting and
reporting standards and internal contr

(2) Consisting principally of fees related to tax coiapte, tax planning and tax advice services, inolypgreparation and review of tax
returns, assistance with tax audits and refundndaind tax compliance services related to PTC ateigte employees (including
assistance with individual tax compliance that Rif@vides as a benefit to these employees), asifsl|

Type of Tax Service Fiscal 2003 Fiscal 2004

(@) Tax compliance and preparation services (compaggdeparation of
original and amended tax returns, claims for refjraehd tax payment

planning services' $ 583,000 $ 253,00(
(b) Other tax services including tax advice servicas$ assistance with tax

audits: 397,00( 323,00(
(c) Tax compliance services related to F s expatriate employee 936,00( 716,00(

Total $1,916,000  $1,292,00
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INFORMATION ABOUT THE NOMINATING FUNCTIONS OF THE
NOMINATING & CORPORATE GOVERNANCE COMMITTEE

The Nominating & Corporate Governance Commitigesponsibilities regarding director nominatioresta: determine the desired Board sk
and attributes for directors; consider and rearaitdidates to fill new positions on the Board; eewcandidates recommended by stockholders;
conduct the appropriate and necessary evaluatioihe dackgrounds and qualifications of possibtectdr candidates; and recommend dire
nominees for approval by the Board or the stockérsld

In selecting nominees for director, the Nomina#n@orporate Governance Committee reviews candidassmmended by stockholders in
same manner and using the same general critec@naédates recruited by the Committee and/or recend®ad by the Board.

The Nominating & Corporate Governance Committeesdu# rely on a fixed set of qualifications foreditor nominees. The Committee’s
primary mandate with respect to director nomineds create a Board with a broad range of skiltsattributes that is aligned with our
strategic needs. The minimum qualifications foedior nominees is that they (i) be able to dedittedime and resources sufficient for the
diligent performance of the duties required of amber of the Board of Directors, (ii) not hold pamits or interests that conflict with their
responsibilities to PTC, and (iii) comply with aather minimum qualifications for either individudirectors or the Board as a whole mandated
by applicable laws or regulations. Additionally, ®$ Corporate Governance Guidelines require thtest a majority of members of the

Board of Directors must qualify as independentaoes in accordance with Nasdaq independence rules.

The Nominating & Corporate Governance Committeeess for evaluating nominees for director, intlgchominees recommended by
stockholders, is to consider an individual’s skilkaracter and professional ethics, judgment giesdip experience, business experience and
acumen, familiarity with relevant industry issueational and international experience, and othlewaat criteria as may contribute to PTC’s
success. This evaluation is performed in lighthef Committee’s views as to what skill set and otterracteristics would most complement
those of the current directors, including the deitgr age, skills and experience of the Board ahale. With respect to identifying potential
candidates, the Committee does not foreclose amgss.

If you wish to recommend a director candidate famsideration by the Committee, you should provigefollowing information to Aaron von
Staats, Clerk, Parametric Technology Corporatid®, Kendrick Street, Needham, Massachusetts 02494 lfrief statement outlining the
reasons the nominee would be an effective dirdotdPTC; (b) (i) the name, age, and business asideace addresses of the candidate, (i) the
principal occupation or employment of the candidatethe past five years, as well as informationwttany other board of directors and board
committee on which the candidate has served dthiagperiod, (iii) the number of shares of PTC ktdfcany, beneficially owned by the
candidate and (iv) details of any business or atfgnificant relationship the candidate has everwih PTC; and (c) (i) your name and record
address and the name and address of the benefiai@r of our shares, if any, on whose behalf tlopgsal is made and (ii) the number of
shares of PTC stock that you and such other bealefizner, if any, beneficially own. The Committery seek further information from or
about you, the candidate, or any such other baakéiener, including information about all businesxl other relationships between the
candidate and you and between the candidate ansuahyother beneficial owner.
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INFORMATION ABOUT STOCKHOLDER PROPOSALS

If you wish to make a proposal for consideratiothat2006 Annual Meeting of Stockholders, you ngig¢ written notice to us between
October 4, 2005 and November 3, 2005, includingrifgmation required by our by-laws. Under SEGeg)lif you desire that such proposal be
included in our proxy statement and proxy card, gaust give written notice to us no later than Oetod, 2005. Your written proposal must be
sent to: Aaron von Staats, Clerk, Parametric TeldgyoCorporation, 140 Kendrick Street, Needham, $aabusetts 02494. In order to curtail
controversy as to the date on which PTC receiya®posal, you should submit your proposal by GediMail-Return Receipt Requested.

By Order of the Board of Directors,

A ARON C. VON STAATS
Clerk

February 1, 2005

THE BOARD OF DIRECTORS HOPES THAT STOCKHOLDERS WILL ATTEND THE MEETING OF STOCKHOLDERS.
WHETHER OR NOT YOU PLAN TO ATTEND, YOU ARE URGED TO COMPLETE, DATE, SIGN AND RETURN THE
ENCLOSED PROXY IN THE ACCOMPANYING ENVELOPE OR VOTE BY TELEPHONE OR ON THE INTERNET. A PROMPT
RESPONSE WILL GREATLY FACILITATE ARRANGEMENTS FOR T HE MEETING AND YOUR COOPERATION WILL BE
APPRECIATED.
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APPENDIX A

PARAMETRIC TECHNOLOGY CORPORATION
AUDIT COMMITTEE CHARTER

The audit committee is a committee appointed eaetn gy the board of directors. Its primary functisto assist the board in fulfilling its
oversight responsibilities for accounting and fici@ahreporting compliance, including reviewing tireancial information provided to the
stockholders and others, the Corporatioatcounting policies, disclosure controls and @doces and internal accounting and financial cds)
and the audit process.

Oversight of Independent Accountant

The independent accountant shall be ultimately atiable to the board of directors and its audit mittee, as representatives of the
stockholders. In this connection, the audit comemitias a committee of the board, shall be direetiponsible for the appointment (and where
appropriate, replacement), evaluation and compiemsat the work of the independent accountant,udirlg resolving any disagreements
between management and the independent accouagartimg financial reporting. The committee shedleive direct reports from the
independent accountant. The committee shall beoresdiple for approving, in advance, all auditingvssgs and permitted non-audit services
provided by the independent accountant.

The audit committee shall also be responsible ¥erseeing the independence of the independent atrtuln this connection, the audit
committee shall receive from the independent aceoura formal written statement delineating alatieinships between the independent
accountant and the Corporation, consistent witkepesidence Standards Board Standard No. 1, andashiaily engage in a dialogue with the
independent accountant with respect to any disdloslationships or services that may impact iteotiyity and independence and take, or
recommend that the full board of directors takgarapriate action regarding the independence oirntiependent accountant.

In the course of its appointment of the independenbuntant, the audit committee will, at leasteoaeery three years, evaluate the te
of the independent accountant’s service, the qualfitts engagements and the associated costde¢omiae if independent accountant rotation
is advisable.

Responsibilities for Accounting and Financial Reporting Compliance

The audit committe’s role is one of oversight, and it is recognizeat the Corporatic’'s management is responsible for preparing

financial statements and that the independent atantis responsible for auditing those financiatements.

The following functions shall be the common reaqugractivities of the audit committee in carrying ds oversight function. These
functions are set forth as a guide and may be d/dirgen time to time as appropriate in the circumsgs. In meeting its responsibilities, the
audit committee is expected to:

1. Provide an open avenue of communication batvilkee independent accountant and the board aftdise

2. Inquire of management and the independemtientant about significant risks or exposures watspect to accounting methods and
financial practices and assess the steps managaéaetdaken to minimize such risk to the Corporation

3. Consider, in consultation with the indepertdetountant, the audit scope and plan of the iex@égnt accountant.

4. Review with the independent accountant threedination of audit effort to assure completendssowerage and reduction of
redundant efforts.
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5.  Monitor the adequacy and effectiveness ofdbgporation’s internal controls and internal aingjtprocedures, including
computerized information system controls and séguaind consider and review with the independeotactant:

a. Such adequacy and effectiveness and howdhgo€ation’s financial systems and controls competh industry practices;

b. Any significant deficiencies in the designoperation of those controls that could adverséfscathe Corporation’s ability to
record, process, summarize and report financia;dat

c. Any fraud, whether or not material, that ilmes management or other employees who have disagrtirole in the Corporatior’
internal controls; and

d. Any related significant findings and recomma&tions of the independent accountant and inteunditing personnel together w
management’s responses thereto.
6. Regarding the Corporation’s accounting pcasti

a. Review with the independent accountant tice@ebility and quality of the Corporation’s accting principles and policies, as
contemplated by Statement of Auditing Standards@4oand discuss with the independent accountamtthe Corporation’s accounting
policies compare with those in the industry;

b. Review with management and the independemttuentant the Corporation’s critical accounting pi@$ and practices, and the
accounting estimates resulting from the applicatiw@reof;

c. Discuss with the independent accountantit@iraative treatments of financial information witlgenerally accepted accounting
principles that have been discussed with managententamifications of use of such alternative ldiseres and treatments, and the treatment
preferred by the independent accountant; and

d. Discuss with the independent accountant gaxadly whether all material correcting adjustmeidisntified by the outside auditor
in accordance with generally accepted accountimgiples and the rules of the SEC are reflectetthénCorporation’s financial statements.

7. Review with management and the independertentant any material financial or other arrangeimenthe Corporation that do not
appear on the Corporation’s financial statemendsaany transactions or courses of dealing with thadies that are significant in size or
involve terms or other aspects that differ fromsehdikely to be negotiated with independent partiesl which arrangements or transactions are
relevant to an understanding of the Corporatiomaricial statements.
8. Review with management quarterly and at tmepletion of the annual examination:
a. The independent accountant’s audit of theo@mation’s financial statements and limited revievaccordance with Statement of
Accounting Standards No. 71 of financial statemérthided in the Corporation’s quarterly SEC repprt
b. Any significant changes required in the inglegent accountant’s audit plan; and

c. Other matters related to the conduct of thditawhich are to be communicated to the committeger generally accepted
auditing standards.

9. Review with the independent accountant atiemia communications between the independent ataotiand management, such as
any management letter or schedule of unadjustéeteifces.

10. Consider and review with management:
a. Significant findings during the year and ngaraent’s responses thereto; and
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b. Any difficulties encountered by the indepemideccountant in the course of its audit, includamg restrictions on the scope of
work or access to required information and anyoserdifficulties or disputes with management entergd during the course of the audit.

11. Review legal and regulatory matters that hmeaye a material impact on the financial statemeatated Corporation compliance
policies, and programs and reports received fraynlegors.

12. Meet with the independent accountant andagement in separate executive sessions to disnysaaters that the committee or
these groups believe should be discussed privaiigiythe audit committee.

13. Recommend to the board whether, based omt®vys and discussions referred to above, ttanfiral statements should be
included in the Corporation’s Annual Report on FAfaK.

14. Oversee the Corporation’s disclosure cositaold procedures.
15. Perform such other functions as assignddwythe Corporation’s charter or by-laws, or thatd of directors.

Related Party Transactions and Complaint Procedures
The committee shall review and approve all rel-party transactions involving the Corporati
Any issue of significant financial misconduct sHadl brought to the attention of the audit commifteréts consideration. The committee
shall establish procedures for (a) the receipgntéin and treatment of complaints received byGbgporation regarding accounting, internal

accounting controls or auditing matters and (b)dtefidential, anonymous submission by employeas®Company of concerns regarding
guestionable accounting or auditing matters.

Meetings and Authority

The audit committee shall meet at least five tipesyear or more frequently as circumstances reqiilie committee may ask memb
of management or others to attend meetings andda@ertinent information as necessary.

The committee shall report committee actions tobthard of directors with such recommendations astdmmittee may deem
appropriate, and shall make recommendations tbahed of directors with respect to initiating intigations into any matters within the
committee’s scope of responsibilities.

In discharging its oversight role, the audit comedtshall have the authority to investigate anytendtrought to its attention with full
access to all books, records, facilities and persbaf the Corporation, to engage independent edwars] other advisers, and to determine the
compensation to be paid such counsel and advigetehCorporation, as it determines necessaryny cait it duties.

Member ship

The audit committee shall consist of at least thmeenbers of the board who shall meet all applicaddgilatory and exchang
requirements of independence and financial exgerfisdit committee members and the committee clairghall be designated annually by
the full board of directors and shall serve atgleasure of the board.

Review of Charter
This audit committee charter shall be reviewed @agsessed for adequacy annually by the audit cthe@ni

29-July200¢
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APPENDIX B

PARAMETRIC TECHNOLOGY CORPORATION
2000 EQUITY INCENTIVE PLAN

As amended by the Board of Directors on January 5, 2005, subject to stockholder approval

1. Purpose .

The purpose of the Parametric Technology Corpar&@0 Equity Incentive Plan (the “Plan”) is toratt and retain directors and key
employees and consultants of the Company and ftia#ds, to provide an incentive for them to aclEgerformance goals, and to enable them
to participate in the growth of the Company by giremAwards with respect to the Company’s Commarckt Certain capitalized terms used
herein are defined in Section 9 below.

2. Administration .

The Plan shall be administered by the Committesyiged, that the Board may in any instance perfany of the functions of th
Committee hereunder. The Committee shall seledP#récipants to receive Awards and shall deterrttiegerms and conditions of the
Awards. The Committee shall have authority to adalper and repeal such administrative rules, dinds and practices governing the
operation of the Plan as it shall from time to ticomsider advisable, and to interpret the provsiofthe Plan. The Committeedecisions sha
be final and binding. To the extent permitted bplagable law, the Committee may delegate to onmore executive officers of the Company
the power to make Awards to Participants who ateReporting Persons or Covered Employees and @haénations under the Plan with
respect thereto, provided that the Committee sixalhe maximum amount of such Awards for all sirdrticipants and a maximum for any
Participant.

3. Eligibility .
All directors and all employees and consultantthefCompany or any Affiliate capable of contribgtiio the successful performance of

the Company are eligible to be Participants inRlan. Incentive Stock Options may be granted amlyersons eligible to receive such Options
under the Code.

4. Stock Available for Awards.

(a) Amount. Awards, including Incentive Stock Options, may bada under the Plan for up to an aggregate of 24)80Ghares of
Common Stock, and such additional number of shamgp exceed 5,000,000, may be issued in the @drRestricted Stock as are
required to carry out the Option exchange prograthaized by Section 5(d) of this Plan, in eachecashject to adjustment under
subsection (b). If any Award expires or is termétatinexercised or is forfeited, the shares subjestich Award, to the extent of such
expiration, termination, or forfeiture, shall aghi@ available for award under the Plan. CommonkSssued through the assumption or
substitution of outstanding grants from an acquaechpany shall not reduce the shares availabl&vi@rds under the Plan. Shares iss
under the Plan may consist of authorized but uegdsinares or treasury shares.

(b) Adjustment . In the event that the Committee determines thatstock dividend, extraordinary cash dividendapgtalization,
reorganization, merger, consolidation, split-upnsgf, combination, exchange of shares or othangeaction affects the Common Stock
such that an adjustment is required in order tegmes the benefits intended to be provided by tas,Phen the Committee (subject in
case of Incentive Stock Options to any limitatiequired under the Code) shall equitably adjustarsdl of (i) the number and kind of
shares in respect of which Awards may be made uhedrlan, (ii) the number and kind of shares sihigeoutstanding Awards and (iii)
the exercise price with respect to any of the foieg, provided that the number of shares subjeahioAward shall always be a whole
number, and if considered appropriate, the Committay make provision for a cash payment with resjeegn outstanding Award.
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(c) Limit on Individual Grants. Subject to adjustment under subsection (b) altbeemnaximum number of shares of Common Stock that
are either subject to Options and Stock AppreaiaRights or are granted as Restricted Stock URistricted Stock or unrestricted stock
Awards with respect to which Performance Goalsyppber Section 7 below that may be granted toRamyicipant in the aggregate in
any fiscal year shall not exceed 2,000,000.

5. Stock Options .

(a) Grant of Options. Subject to the provisions of the Plan, the Contgaitmay grant options (“Options”) to purchase shafecCommon
Stock (i) complying with the requirements of Sent#P2 of the Code or any successor provision agdegulations thereunder
(“Incentive Stock Options”) and (ii) not intendemldomply with such requirements (“Nonstatutory Kt@ptions”). The Committee shall
determine the number of shares subject to eaclo®atid the exercise price therefor, which shallogotess than 100% of the Fair Mal
Value of the Common Stock on the date of grantyipiex that a Nonstatutory Stock Option granted t@a employee or consultant in
connection with the hiring of such person may havewer exercise price so long as it is not leas th00% of Fair Market Value on the
date the person accepts the Company’s offer of @mnpént or the date employment commences, whichisvewer. No Options may be
granted hereunder more than ten years after teetefé date of the Plan.

(b) Termsand Conditions . Each Option shall be exercisable at such timdssabject to such terms and conditions as the Ctteeninay
specify in the applicable grant or thereafter. Tuenmittee may impose such conditions with respethé exercise of Options, including
conditions relating to applicable federal or s&geurities laws, as it considers necessary or allés

(c) Payment . No shares shall be delivered pursuant to anyceseepf an Option until payment in full of the esige price therefor is
received by the Company. Such payment may be nmagbale or in part in cash or, to the extent petediby the Committee at or after
the grant of the Option, by delivery of shares ofitnon Stock owned by the optionee valued at thegir Market Value on the date of
delivery, or such other lawful consideration, irdihg a payment commitment of a financial or brogeranstitution, as the Committee
may determine.

(d) Exchange Program . Notwithstanding the provisions of Section 8(i), themmittee may, at any time before the Com|'s 2006
Annual Meeting of Stockholders and without furteeckholder approval, undertake an exchange progradar which employees
deemed eligible by the Committee (other then then@any’s Chief Executive Officer or any of the otle@ecutive officers named in the
summary compensation table in the Company’s preedgment for the Company’s 2005 Annual Meeting tot&holders) may elect to
surrender for cancellation outstanding Options ggéiinder any plan of the Company that have atiieean exercise price at or above a
level determined by the Committee in exchange #&shcand/or not more than an aggregate of 5,006/08®s of Restricted Stock issued
under this Plan, the form of such consideratiobgaetermined by the Committee in its discretiarctSExchange Program shall provide
that each eligible Participant must exchange aesdgler Options with a fair value (as determinedhgyCommittee using established
valuation methods, including but not limited to Black-Scholes model) equal to or greater tharfalrevalue of the replacement Award
or the amount of any cash consideration, as the may be. Replacement Awards shall have such tghes and conditions, with respect
to vesting and otherwise, as may be determineti&{bmmittee.

6. Stock Appreciation Rights .

() Grant of SARs. Subject to the provisions of the Plan, the Cortamitnay grant rights to receive any excess in vallsbares of
Common Stock over the exercise price (“Stock Apiatean Rights” or “SARs”). The Committee shall deténe at the time of grant or
thereafter whether SARs are settled in cash, Comtock or other securities of the Company, Awarndstber property, and may define
the manner of determining the excess in value @stiares of Common Stock.
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(b) Exercise Price. The Committee shall fix the exercise price offe8AR or specify the manner in which the price lshaldetermined.
An SAR may not have an exercise price less tha&l@0the Fair Market Value of the Common Stock lo@ date of the grant, provided
that such an SAR granted to a new employee or ttam$in connection with the hiring of such persoay have a lower exercise price so
long as it is not less than 100% of Fair Marketiabn the date the person accepts the Compangsaffemployment or the date
employment commences, whichever is lower.

7. Stock and Stock Unit Awards .

(a) Grant of Restricted or Unrestricted Stock Awards . The Committee may grant shares of Common Stobjesuto forfeiture
(“Restricted Stock”) and determine the durationhef period (the “Restricted Period”) during whielnd the conditions under which, the
shares may be forfeited to the Company and the t¢hms and conditions of such Awards. Shares striRéed Stock may not be sold,
assigned, transferred, pledged or otherwise encradpexcept as permitted by the Committee, dutiegRestricted Period. Shares of
Restricted Stock shall be evidenced in such maasi¢gne Committee may determine. Any certificatesesl in respect of shares of
Restricted Stock shall be registered in the nantheParticipant and unless otherwise determinetth®yCommittee, deposited by the
Participant, together with a stock power endorsealank, with the Company. At the expiration of fRestricted Period, the Company
shall deliver such certificates to the Participanif the Participant has died, to the Participaudesignated Beneficiary. The Committee
also may make Awards of shares of Common Stockaifeahot subject to restrictions or forfeiture,smth terms and conditions as the
Committee may determine from time to time.

(b) Grant of Restricted Stock Units. The Committee may grant the right to receive inftliere shares of Common Stock subject to
forfeiture (“Restricted Stock Units”) and determite duration of the Restricted Period during whaod the conditions under which, the
Award may be forfeited to the Company and the othiens and conditions of such Awards. RestrictetlStnit Awards shall constitute
an unfunded and unsecured obligation of the Compamy shall be settled in shares of Common Stodasih, as determined by the
Committee at the time of grant or thereafter. Satards shall be made in the form of “units” withceaunit representing the equivalent
of one share of Common Stock.

(c) Performance Goals; Consideration. The Committee may establish Performance Goald®gtanting of Restricted Stock, unrestris
stock Awards, Restricted Stock Units or the lapisesé of forfeiture of Restricted Stock or Rested Stock Units. Shares of Restricted
Stock or unrestricted stock or Restricted Stocki$Jmiay be issued for no cash consideration, sunintam consideration as may be
required by applicable law or such other considenas the Committee may determine.

8. General Provisions Applicable to Awards.

(a) Documentation . Each Award under the Plan shall be evidenced byitang delivered to the Participant or agreemergaexed by thi
Participant specifying the terms and conditionseéb&and containing such other terms and conditimtsnconsistent with the provisions
of the Plan as the Committee considers necessagvisable to achieve the purposes of the Plao comply with applicable tax and
regulatory laws and accounting principles.

(b) Committee Discretion . Each type of Award may be made alone, in additioortin relation to any other Award. The terms ale

type of Award need not be identical, and the Cortamiheed not treat Participants uniformly. Excepdtherwise provided by the Plan or
a particular Award, any determination with resgecan Award may be made by the Committee at the tfrgrant or at any time
thereafter.

(c) Dividends and Cash Awards . In the discretion of the Committee, any Award urither Plan may provide the Participant with
dividends or dividend equivalents payable (in caisim the form of Awards under the Plan) curremthydeferred with or without interest
and (ii) cash payments in lieu of or in additioreto Award.

(d) Termination of Service. The Committee shall determine the effect on an Avedrthe disability, death, retirement or othentaration
of service of a Participant and the extent to whastd the period during
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which, the Participant’s legal representative, digar or Designated Beneficiary may receive payroéan Award or exercise rights
thereunder.

(e) Changein Contral . In order to preserve a Participant’s rights undeAward in the event of a change in control of @@npany (as
defined by the Committee), the Committee in itxiton may, at the time an Award is made or attang thereafter, take one or more
of the following actions: (i) provide for the acegdtion of any time period relating to the exerads@ayment of the Award, (ii) provide
for payment to the Participant of cash or othepprty with a Fair Market Value equal to the amatuat would have been received upon
the exercise or payment of the Award had the Avimereh exercised or paid upon the change in coftiipadjust the terms of the Award
in a manner determined by the Committee to refleeichange in control, (iv) cause the Award to $®uened, or new rights substituted
therefor, by another entity, or (v) make such otirevision as the Committee may consider equitebRarticipants and in the best
interests of the Company.

(f) Transferahility. In the discretion of the Committee, any Award mayniade transferable upon such terms and condgiodgo such
extent as the Committee determines, provided tiearitive Stock Options may be transferable onthéoextent permitted by the Code.
The Committee may in its discretion waive any iegtm on transferability.

(g) Withholding Taxes . The Participant shall pay to the Company, or makeipion satisfactory to the Committee for paymefitany
taxes required by law to be withheld in respedAwhrds under the Plan no later than the date oétlemt creating the tax liability. The
Company and its Affiliates may, to the extent peredi by law, deduct any such tax obligations framp payment of any kind due to the
Participant hereunder or otherwise. In the Commiteliscretion, the minimum tax obligations reqditey law to be withheld in respect
of Awards may be paid in whole or in part in shasE€ommon Stock, including shares retained fromAklward creating the tax
obligation, valued at their Fair Market Value oe tihate of retention or delivery.

(h) Foreign Nationals . Awards may be made to Participants who are foregjionals or employed outside the United Statesuai
terms and conditions different from those specifiethe Plan as the Committee considers necessagvisable to achieve the purposes
of the Plan or to comply with applicable laws.

(i) Amendment of Award . The Committee may amend, modify or terminate artgtanding Award, including substituting therefor
another Award of the same or a different type, givamthe date of exercise or realization and caimg@an Incentive Stock Option to a
Nonstatutory Stock Option, provided that the Pgréint’'s consent to such action shall be requirg¢df @ich action would terminate, or
reduce the number of shares issuable under, anQpiinless any time period relating to the exerofssmich Option or the eliminated
portion, as the case may be, is accelerated bsfmte termination or reduction, in which case then@ittee may provide for the
Participant to receive cash or other property etputtie net value that would be received upon ésermf the terminated Option or the
eliminated portion, as the case may be, and (Bpynother case, unless the Committee determinéghaction, taking into account any
related action, would not materially and adversdfgct the Participant. The Committee shall nothaiit further approval of the
stockholders of the Company, authorize the amentofeany outstanding Option to reduce the exerpigee. Furthermore, no Option
shall be canceled and replaced with Options haailoyver exercise price without approval of the klmdders of the Company.

9. Certain Definitions.

“ Affiliate” means any business entity in which the Company airestly or indirectly 50% or more of the totaltingy power or has
significant financial interest as determined by @@mmittee.

“Award” means any Option, Stock Appreciation RigRgestricted Stock or Restricted Stock Unit granteder the Plan.
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“Board” means the Board of Directors of the Company
“Code” means the Internal Revenue Code of 198&@nded from time to time, or any successor law.

“Committee” means one or more committees each cisegbof not less than two members of the Board iapga by the Board to
administer the Plan or a specified portion therblofless otherwise determined by the Board, if a @ittee is authorized to grant Awards to a
Reporting Person or a Covered Employee, each meshiadirbe a “non-employee director” within the miegnof Rule 16b-3 under the
Exchange Act or an “outside director” within theaneng of Section 162(m) of the Code, respectively.

“Common Stock” or “Stock” means the Common StocR1%par value, of the Company.
“Company” means Parametric Technology Corporatioklassachusetts corporation.
“Covered Employee” means a “covered employee” withe meaning of Section 162(m) of the Code.

“Designated Beneficiaryineans the beneficiary designated by a Participaat manner determined by the Committee, to recaimeunt:
due or exercise rights of the Participant in thergwf the Participant’'s death. In the absencendadfective designation by a Participant,
“Designated Beneficiary” means the Participanttmees

“Exchange Act” means the Securities Exchange Adi9#4, as amended from time to time, or any succdaw!.

“Fair Market Value” means, with respect to Commaoac® or any other property, the fair market valfisuch property as determined by
the Committee in good faith or in the manner eshbt by the Committee from time to time.

“Participant” means a person selected by the Coteentb receive an Award under the Plan.

“Performance Goals” means one or more objectiveopmance goals based on one or more of the follgwiiteria established by the
Committee: revenue; revenue growth; sales; expensagins; net income; earnings or earnings petesitash flow; shareholder return; return
on investment; return on invested capital, assetsquity; profit before or after tax; operatingfit; return on research and development
investment; market capitalization; new productasés; quality improvements; market share; cycle tieductions; customer satisfaction
measures; strategic positioning or marketing pnograbusiness/information systems improvements; rs@enanagement; infrastructure
support programs; human resource programs; custpragrams; technology development programs; orcamybination of any of the
foregoing, and may be particular to a Participanhay be based, in whole or in part, on the peréree of the division, department, line of
business, subsidiary, or other business unit, varathnot legally constituted, in which the Pagamt works or on the performance of the
Company generally.

“Reporting Person” means a person subject to Sedtoof the Exchange Act.

10. Miscellaneous.

(a) No Right To Employment . No person shall have any claim or right to be grdrain Award. Each employee of the Company or any of
its Affiliates is an employee-at-will (that is taysthat either the Participant or the Company grAsffiliate may terminate the

employment relationship at any time for any reasiono reason at all) unless and only to the exgentided in a written employment
agreement for a specified term executed by the etiecutive officer of the Company or his duly ariked designee or the authorized
signatory of any Affiliate. Neither the adoptionamtenance, nor operation of the Plan nor any Aver@under shall confer upon any
employee or consultant of the Company or of anyliafé any right

B-5



Table of Contents

with respect to the continuance of his/her emplaynhy or other service with the Company or any sfftiate nor shall they interfere
with the rights of the Company (or Affiliate) torteinate any employee at any time or otherwise cbdhg terms of employment,
including, without limitation, the right to promgtdemote or otherwise re-assign any employee froenpmsition to another within the
Company or any Affiliate.

(b) No Rights As Stockholder . Subject to the provisions of the applicable Awaral Participant or Designated Beneficiary shall hamg
rights as a stockholder with respect to any shaff€mmon Stock to be issued under the Plan uatdrishe becomes the holder thereof.
A Participant to whom Common Stock is awarded dimaltonsidered the holder of the Stock at the tifrtbe Award except as otherwise
provided in the applicable Award.

(c) Effective Date . The Plan shall be effective on the date it is appddoy the stockholders.

(d) Amendment of Plan . The Board may amend, suspend or terminate thedPlany portion thereof at any time, subject to <
stockholder approval as the Board determines toelbessary or advisable to comply with any tax guleory requirement.

(e) Governing Law . The provisions of the Plan shall be governed byiatatpreted in accordance with the laws of the @amwealth of
Massachusetts.

As amended by the Board of Directors on January 5, 2005, subject to stockholder approval
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THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF D IRECTORS
PARAMETRIC TECHNOLOGY CORPORATION
PROXY FOR THE 2005 ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD ON MARCH 10, 2005

The undersigned, revoking all prior proxies, herappoints Cornelius F. Moses and Aaron C. von Staateither of them acting singly, as
proxies, each with the power to appoint his subigjtand hereby authorizes them to represent amokéo as designated on the reverse side of
this ballot, all of the shares of common stock afdPnetric Technology Corporation (“PTC”) that thedarsigned is entitled, if personally
present, to vote at the 2005 Annual Meeting of gtotders to be held at 9:00 a.m., local time, onrgtay, March 10, 2005, at the offices of
the company, 140 Kendrick Street, Needham, Mass&ttsu02494, and any adjournment or postponemergdh

You may vote at the Annual Meeting if you were a&PStockholder at the close of business on Janugrgd05. Your attendance at the Annual
Meeting will not be deemed to revoke this proxyassl you revoke this proxy in writing and vote imgom at the Annual Meeting. Along with
this proxy, we are sending you notice of the Anridakting and the related proxy statement, as vgetiuta Annual Report to Stockholders,
including our Annual Report on Form 10-K with oiméncial statements, for the year ended Septenthe2(®4.

THIS PROXY WHEN PROPERLY EXECUTED WILL BE VOTED AS DIRECTED BY THE UNDERSIGNED STOCKHOLDER. IF
THE SIGNED PROXY IS RETURNED BUT NO SUCH DIRECTIONS ARE MADE, THIS PROXY WILL BE VOTED FOR THE
ELECTION OF THE NOMINEES FOR THE BOARD OF DIRECTORS LISTED ON THE REVERSE SIDE AND FOR PROPOSALS
2,3 AND 4. THE PROXIES ARE AUTHORIZED TO VOTE IN T HEIR DISCRETION UPON SUCH OTHER MATTERS AS MAY
PROPERLY COME BEFORE THE ANNUAL MEETING.

Address Changes/Comments

(If you noted any Address Changes/Comments abdeas@ mark corresponding box on the reverse side.)
PLEASE MARK, SIGN, DATE AND RETURN THIS PROXY CARD PROMPTLY USING THE ENCLOSED REPLY ENVELOPE
CONTINUED AND TO BE SIGNED ON REVERSE SIDE




Table of Contents

PARAMETRIC TECHNOLOGY CORPORATION VOTE BY INTERNET - www.proxyvote.com
140 KENDRICK STREET Use the Internet to transmit your voting instruei@nd for electronic delivery of
NEEDHAM, MA 02494- 2714 information up until 11:59 P.M. Eastern Time the t@fore the cut-off date or meeting

date. Have your proxy card in hand when you acttessveb site and then follow the
instructions to submit an electronic voting instioi form.

VOTE BY PHONE - 1-800-690-6903

Use any touch-tone telephone to transmit your gofiistructions up until 11:59 P.M.
Eastern Time the day before the cut-off date ortimgelate. Have your proxy card in
hand when you call and then follow the instructic

VOTE BY MAIL

Mark, sign, and date your proxy card and retuin the postage-paid envelope we have
provided or return it to Parametric Technology Qugtion, c/o ADP, 51 Mercedes Way,
Edgewood, NY 11717

TO VOTE, MARK BLOCKS BELOW IN BLUE OR BLACK INK ASFOLLOWS: X PRMTR
KEEP THIS PORTION FOR YOUR RECORI

DETACH AND RETURN THIS PORTION ONL'
THIS PROXY CARD IS VALID ONLY WHEN SIGNED AND DATED .

PARAMETRIC TECHNOLOGY CORPORATION
Vote on Proposals

THE DIRECTORS RECOMMEND A VOTE “FOR ALL” NOMINEES The Directors Recommer
v
1. Elect three Class Il Directors to serve For  Withhold For Al To withhold authority to vote for a director nomienark “For All
for the next three years: All All Except Except” and write the number of the nominee(s)ybom you wish to
01) Robert N. Goldman withhold authority to vote on the line below
02) C. Richard Harrison
03) Joseph M. 'Donnell o o o

THE DIRECTORS RECOMMEND A VOTE

“FOR” PROPOSALS 2, 3 AND 4 The Directors Recommer
v

For Against Abstain
2. Approve amendments to our 2000 Equity Ineerfelan, including the authority for an exchangd aancellation of outstanding stock optic m} m} m}

For Against Abstain
3. Approve an amendment to our Articles of @igation authorizing a reverse stock split at a-for-five ratio. m} m} m}

For Against Abstain
4.  Confirm the selection of Pricewaterhouse@usi.LP as PT’s independent registered public accounting firmttiercurrent fiscal yea m} m} m}
For address changes and/or comments, please diisdiok and write them on the ] . . .
back where indicate Please sign name(s) exactly as appearing on yock sertificate. If shares are
Please indicate if you plan to attend this meeting o g held jointly, each joint owner should personaligrsiWhen signing as attorney,

executor, administrator, trustee or guardian, @egmee full title as such. If a
corporation, please sign full corporate name byiBent or other authorized
Yes No officer. If a partnership, please sign in partngrstame by authorized persc

Signature (PLEASE SIGN WITHIN BOX Date Signature (Joint Owner Date




