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Forward-Looking Statements

Statements in this Annual Report about our antigigdinancial results and growth, as well as abitwet development of our products
and markets, are forward-looking statements thatlaased on our current plans and assumptions. Itapbinformation about factors that
may cause our actual results to differ materiattyni these statements is discussed in Iltem 1A. ‘fRaskors” and generally throughout this
Annual Report

Unless otherwise indicated, all references to aryefiect our fiscal year that ends on September 30

PART |
ITEM 1. Business
Overview

Parametric Technology Corporation (PTC) developakets and supports product development softwdwticas and related services
that help companies design products, manage pratgfocination and improve their product developmemicesses. Our software solutions
help customers increase innovation, improve produaetity, decrease time to market, and reduce mtodievelopment costs.

We offer solutions in the product development mgnkdich encompasses the product lifecycle managgroe PLM, market (product
data management, collaboration and related sokijtimmd the CAx market (computer-aided design, neatufing and engineering (CAD,
CAM and CAE) solutions).

Our software solutions include a range of intetmeded PLM solutions and CAD and related solutidhese software solutions enable
companies to:
. createdigital product content as represented by prodesigihs and componebased documents (collective” digital product”);

. collaborateglobally on the development of content with crossetional teams consisting of members within arabization and
from the extended enterpris

. control content and automate processes over the coursprotiac’s lifecycle;

. configurecontent to match products and services;

. communicateelevant product information across the extendedrprise and to customers through multiple chanunsitsg
dynamic publications

Our solutions provide customers with a product taent system that permits individuals—regardtefgheir roles in the
development of a product, the computer-based thelg use, or their location geographically or ia Hupply chain—to participate in the
product development process. We have devoted &igntfresources to developing our PLM solutions iategrating them with multiple
CAD and related software solutions. We continumtegrate our PLM products more tightly and malentreasier to deploy. We believe this
will create significant added value for our custosne

Our product development system is:

. integral— our products are engineered to work toget

. internet-based—our product development system can be deployassa@xisting intranet and internet infrastructuces
accommodate a distributed value chain;

. interoperable—our products can be integrated with other systesmgustandard protocols and integration approac
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Our solutions are complemented by our experieneedces and technical support organizations, akasalesellers and other strategic
partners. Our services and technical support orgéinns provide consulting, implementation andhireg support services to customers
worldwide. Our resellers supplement our directs&bece to provide greater geographic and smallrmedium-size account coverage,
primarily for our MCAD solutions. Our strategic paers provide complementary product and/or serftarings.

Our Principal Products and Services

We describe our product development system solsito related services below.

PLM Solutions

Our PLM solutions suite addresses common challetiggsompanies, and in particular manufacturinganies, face in their product
development processes, including product data neamagt, communication and collaboration with theeesed enterprise, portfolio
management, change management, regulatory comglitauhnical and marketing documentation, hetereigenf systems, and services and
maintenance requirements. Our suite of solutiookides:

Windchill ®solutions are a family of sophisticated, internasdd content and process management solutionsaftaiging complex data
and relationships, processes and publicationsdiirod:

. Windchill PDMLIink ® , a product content managemeritison that is used to control information by féeiting data accessibility
and automating and managing the product developpreness throughout the life of a product. WinddPDMLink is fluent with
workgroup level CAD content management as wellaspiete enterprise-wide product content managearghenables bill of
materials and document management, change managanteconfiguration manageme

. Windchill ProjectLink™, a collaborative project megement solution that enables companies (inclutiely employees, partners,
suppliers and customers) to work together on ptejgrough internet-based compartmentalized wodespaNindchill
ProjectLink also has capabilities for project ptlevelopment, milestone and deliverable trackingyyigg assignment and
management, and -line discussion forum:

. Windchill ProductPoin® , a solution that, by extenglthe capabilities of Microsoft SharePaint , dealihe sharing of CAD and
other structured data among teams through soampuating and associated Web 2.0 technolog

Arbortext ®enterprise solutions enable our customers to mac@agelex information assets and to streamline thieiduct information
delivery processes. Optimized for managing XML dueuts authored using our Arbortext authoring présjubese solutions support
collaboration by geographically dispersed teamsmaadage critical processes such as configuratioragement and release of publications.
The solutions consist of a Windchill-based conterd configuration management system that asserAbbestext-authored XML and SGML
content components and automatically publisheseswegispecific content in both print and electrdaiens, with high-quality layout and
formatting.

ProductView ™ solutions enable enterprise-wide visualizatiarjfication, annotation and automated comparisoa wfde variety of
product development data formats, including MCAD @nhd 3D), ECAD, and documents. These solutiongigedightweight access to
product designs and related data without requitiegoriginal authoring tool.

InSight ™ product analytics solutions enable manufactueermeasure and improve product performance. InSighitions include
InSight Environmental Compliance™, which enablesipanies to manage and improve the environmentédnpesince and regulatory
requirements of their products and Retex Reliafifit which enables organizations to plan and evalpatduct reliability, safety and
maintainability.
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MCAD Solutions

Our MCAD solutions include our integrated CAD/CAMXE software as well as document authoring tools. @incipal MCAD
solutions are described below.

Pro/ENGINEER @is a family of three-dimensional product desigruiohs based on a parametric, feature-based salitelar that
enables changes made during the design processassbciatively updated throughout the design.gbess can use Pro/ENGINEER for
detailed design (CAD), manufacturing/production (@A and simulation/analysis (CAE), as well as feclganging CAD data with a
multitude of sources and in varied standard forpredtswing them to create more innovative, difféiated and functional products quickly
and easily. Pro/ENGINEER can improve product gualitd reduce time to market by enabling end useesdluate multiple design
alternatives and to share data with bi-directi@salociativity.

CoCreate®is a family of explicit CAD and collaboration sofiwe that enables customers pursuing a lightweigthtflaxible design
strategy to meet short design cycles and to crrattuct designs quickly. CoCreategxplicit modeling approach enables product dgarekm
teams to create and modify 3D product designs tpuidkis fast and lightweight design approach gigesigners flexibility to make changes
to a product design late in the development proardshe ability to work with multi-source CAD da@oCreate enables users to reduce
design cycle time, improve workgroup collaboratibrough an integrated data management system anelace product development costs.

Arbortext authoring products Arbortext Editor™ and ArbortésaDraw® are designed to help customers improve meotation
accuracy, speed time to market, and lower publgshosts.

. Arbortext Editor is a component-based authoring tool used to cosatamic content for multiple output types. Arbott&ditor
looks and works like familiar word processing safterbut is able to create reusable content compen&hich can be aggregated
into dynamic, customized publications. With Arbatt&ditor, documents can be created by multiplerioumors and the docume
components are reusable. Consequently, when chémgestent are made, those changes will be refieaherever that content
used.

. Arbortext IsoDraw ®is a technical illustration solution that enablespanies to create both 2D and 3D technical iigtns and
animations from scratch or from existing CAD dallaistrations and animations created using ArbdrisaDraw can be embedd
in the Arbortext documents resulting in rich tecahipublications

Mathcad ®is an engineering calculation software solution tftanbines a computational engine, accessed throoigbentional math
notation, with a full-featured word processor amajpdping tools. Mathcad allows customers to deteertheir Pro/ENGINEER designs and
predict the behavior of a Pro/ENGINEER model, whialm then be validated using our Pro/ENGINEER Calgt®ons. This approach can
help our customers speed time to market by sigmitig reducing the number of iterations necessagomplete a design. In addition, when
combined with our Windchill solutions, the valuabi¢ellectual property captured in Mathcad can lzmaged and shared securely with otl
for reuse and for regulatory compliance.

Maintenance Services

We offer maintenance support plans for our softwaoglucts. Participating customers receive periedftware updates and also have
direct access to our global technical support teaoertified engineers for issue resolution. Wealsovide self-service support tools that
allow our customers access to extensive techniggiart information.
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Consulting and Training Services

We offer consulting, implementation and trainingviges through our Global Services Organizationyal as through third-party
resellers and other strategic partners. Thesecgsreinable our customers to adopt and use ouras@uhore effectively.

Geographic and Segment Information

Financial information about our international amhebstic operations, including by segment, may beddn Note N of “Notes to
Consolidated Financial Statements” of this Annuap&t, which information is incorporated hereinrbference.

Research and Development
We invest in research and development on an ondmasi to improve the quality and expand the fanetiity of our products.

Our research and development expenses were $188dnnim 2009, $182.0 million in 2008 and $162.4llian in 2007. Additional
information about our research and developmentredipges may be found in Item 7. “Management’s D&sion and Analysis of Financial
Condition and Results of Operations—Results of @pens—Costs and Expenses—Research and Developofeht$ Annual Report.

Sales and Marketing

We derive most of our revenue from products andises sold directly by our sales force to end-usetomers. We also sell products
and services through third-party resellers. Owealisales force focuses on large accounts, whileesller channel provides a cost-effective
means of covering the small and medium-size businesket.

Within our direct sales force, we have strategmoants and general business accounts units. Tategir accounts unit is further
divided into vertical groups, such as aerospacedafiehse, automotive, consumer products, elecsamd high technology, industrial
products and life sciences. This vertical orientais mirrored in our services delivery organizatamd, increasingly, in the products we
deliver to strategic accounts. The general busiaessunt unit is organized geographically.

We continue to broaden our indirect distributiommhel through alliances with third-party resellensl other strategic partners who
provide products and/or services that complemenbftfarings. Our resellers distribute our produstsl provide related services throughout
North America, Europe and A-Pacific; our other strategic partners complememtproduct development system with ancillary offgs.

Competition

We compete primarily in the product developmentkagrincluding the PLM market and the CAx markee Wmpete with a number
companies that offer solutions that address spefifictional areas covered by our solutions, iniclgdDassault Systemes SA and Siemens
AG (as a result of its acquisition of UGS Corp 002) for traditional MCAD solutions, PLM solutiomsanufacturing planning solutions and
visualization and digital mock-up solutions; anch€le Corporation (as a result of its acquisitiomgfle Software Corporation in 2007) for
PLM solutions. In addition, we compete with SAP A@ich has entered the PLM market and offers atisolihat controls product data
within the larger framework of its Enterprise RessguPlanning solution. We believe our PLM solutians more specifically targeted toward
the product development processes within manufiagfwompanies and offer broader and deeper furatitgrfor those processes than ERP-
based solutions.
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We also compete in the CAx market with design potslsuch as Autodesk, Inc.’s Inventor, Siemens A%&ikd Edge and Dassault
Systemes’ SolidWorks for sales to smaller manufaefucustomers.

Proprietary Rights

Our software products and related technical knowstaong with our trademarks, including our compaaynes, product names and
logos, are proprietary. We protect our intellecturalperty rights in these items by relying on cagiyts, trademarks, patents and common law
safeguards, including trade secret protection. 18k @se license management and other anti-piratyntdogy measures, as well as
contractual restrictions, to curtail the unauthedizise and distribution of our products.

Our proprietary rights are subject to risks andeutainties described under ltem 1A. “Risk Factdoslow. You should read that
discussion, which is incorporated into this secbgmrreference.

Backlog

We generally ship our products within 30 days aféeeipt of a customer order. A high percentageunflicense revenue historically F
been generated in the third month of each fiscaltgy, and this revenue tends to be concentratditater part of that month. Accordingly,
orders may exist at the end of a quarter that havéeen shipped and not been recognized as revafaido not believe that our backlog at
any particular point in time is indicative of fuausales levels.

Employees

As of September 30, 2009, we had 5,165 employrelsiding 1,295 in sales and marketing; 1,412 inamsr support, training and
consulting; 522 in general and administration; 4886 in product development. Of these employe@87lwere located in the United States
and 3,328 were located outside the United States.

Website Access to Reports and Code of Business Caetland Ethics

We make available free of charge on our websitevat.ptc.com the following reports as soon as reabbnpracticable after
electronically filing them with, or furnishing thetn, the SEC: our Annual Reports on Form 10-K; Quarterly Reports on Form 10-Q; our
Current Reports on Form 8-K; and amendments tcethesorts filed or furnished pursuant to SectioB@)Lor 15(d) of the Securities
Exchange Act of 1934. Our Proxy Statements forAnumual Meetings and Section 16 trading reports B& Forms 3, 4 and 5 also are
available on our website. The reference to our welsnot intended to incorporate information am website into this Annual Report by
reference.

Our Code of Ethics for Senior Executive Officersiliso available on our website. Additional inforrnatabout this code and
amendments and waivers thereto can be found bal®ait 111, Item 10 of this Annual Report.

Executive Officers of the Registrant

Information about our executive officers is incaiged by reference from Part 111, Item 10 of thisnal Report.

Corporate Information
PTC was incorporated in Massachusetts in 1985shdadquartered in Needham, Massachusetts.

5



Table of Contents

ITEM 1A. Risk Factors

The following are important factors we have ideatifthat could affect our future results. You sldgocbnsider them carefully when
evaluating forward-looking statements made byndyuding those contained in this Annual Reportdose these factors could cause actual
results to differ materially from those projectedarward-looking statements. The risks describeldw are not the only risks we face.
Additional risks and uncertainties not currenthyolum to us or that we currently deem to be immateniy also materially adversely affect
our business, financial condition and/or operatiggylts.

|. Operational Considerations
Weakness in the United States and international eomies may continue to adversely affect our busies

We experienced a challenging economic environnreB0D9 in which customers in all geographic regionshich we operate reduced
or deferred purchases of our products and sen@eslicense revenue declined 36% from 2008 andsetvices and maintenance businesses
declined in the second half of 2009 as well. Altjlothere are some indications that the economlyertS. has begun to recover, the U.S.
economy may not recover or may deteriorate furtivbich could continue to adversely affect our ofieres and results in 2010. The
economies of Europe and the Asia Pacific regionataappear to have begun to recover and may redistiessed well into 2010 or longer,
which will continue to harm our operations and fessim 2010. Further, the steep declines in licaesenue in 2009 are likely to adversely
impact our maintenance and services revenues i, 20&n if the economy recovers.

Competition is intensifying, which may reduce ourddits and limit or reduce our market share.

The market for product development solutions isdiggchanging and is increasingly competitive. Vi@ect competition to intensify,
which could result in price reductions for our puots and services, reduced margins and loss ofahahiare. Our primary competition comes
from:

. larger, more well-known enterprise software proxédeho have extended, or may seek to extend, thatifunality of their
products to encompass PLM or who may develop anqfahase PLM technology; a

. other vendors of engineering information managersefitvare.
The CAx market is characterized by intense comipatfor customers. However, the nature of this ratflwhich is relatively mature
and whose growth has slowed) and the number amnglenat the competitive products (which have incireglg similar functionality) make it

difficult to gain new customers. Moreover, decreggroduct differentiation and the training, dadawersion and other startup costs
associated with system replacement make it mofiewifto dislodge incumbent design systems.

In addition, recent consolidation within the softevindustry has given rise to new and stronger @iitgps.

We must continually modify and enhance our produttskeep pace with changing technology and addresscustomers’ needs and
expectations, and any failure to do so could redwsmand for our products.

Our ability to remain competitive will depend onr@bility to enhance our current offerings and depaew products and services that
keep pace with technological developments and ene#dting customer requirements through:

. internal research and development and quality asserprograms
. acquisition or license of technology; a
. strategic partnership
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In addition, our solutions must meet customer etgiems to be successful, especially with respect t
. return on investment and value creati

. ease and speed of installatis

. eas-of-use and interoperabilit

. full capability, functionality and performanc

. ability to support a large, diverse and geograplyickspersed user base, including the abilityupmort global product
development programs; a

. quality and efficiency of the services performedusyand our partners relating to implementation@rdiguration.

If our solutions fail to meet customer expectatianstomers may discontinue adoption of our sahstioesulting in a loss of potential
additional sales, and we may be unable to retéstieg customers or attract new customers.

Businesses we acquire may not generate the reveangeearnings we anticipatet

We have acquired, and intend to continue to acgnae businesses and technologies. If we fail tzassfully integrate and manage
businesses and technologies we acquire, our opgnasults may be adversely affected.

Moreover, business combinations also involve a remolbrisks and uncertainties that can adversdgcabur operations and operating
results, including:

. diversion of manageme’'s attention

. loss of key personne

. unanticipated operating difficulties in connectigith the acquired entities, including potential lifees in revenue of the acquired
entity;

. entry into unfamiliar markets, which creates neaduict, sales, services and support requirem
. assumption of unanticipated legal or financialiliéibs;

. incurring debt to finance an acquisitic

. impairment of acquired intangible assets, includiogdwill; and

. dilution to our earnings per share if we were Buésstock as consideratic

Our financial condition could be adversely affectéftsignificant errors or defects are found in owsoftware.

Sophisticated software often contains errors, defeccother performance problems when first intlior when new versions or
enhancements are released, as these enhancedchs@aimain additional programming code and thindypsourced functionality that must
work across our large product suite. If errors efiedts are discovered in our current or future petel we may need to expend significant
financial, technical and management resourcesivertdsome of our development resources, in oraleesolve or work around those defects,
and we may not be able to correct them in a timedyner or provide an adequate response to ourmasso

Errors, defects or other performance problems mpooducts could cause us to delay product releasesstomer deployments. Any
such delays could cause delays in our ability &dize revenue from the licensing and shipment @f beenhanced products and give our
competitors a greater opportunity to market conmggeti
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products. Such difficulties could also cause ugse customers. Technical problems or the lossistioeners could also damage our business
reputation and cause us to lose new business ayitoes.

We are dependent on key personnel whose loss cioogichir our operations, our product development aurcsales efforts.
Our success depends upon our ability to attractetadn highly skilled managerial, technical antésgersonnel.

We require highly skilled technical personnel teelep our products. Competition for such persommelur industry is intense. If we ¢
unable to attract and retain technical personntl thie requisite skills, our product developmeffiore$ could be delayed, which could
adversely affect our revenues and profitability.

Our sales efforts rely on having a sufficient numbiesales representatives with the skills and Kedge necessary to sell our products,
including an ability to educate our customers almoutproducts in order to create and meet demanaioproducts. If we are unable to att
or retain sales personnel with the requisite eigerbur revenue could be adversely affected.

At times we provide extended payment terms to aigtemers, which may be a factor in our custom’ purchasing decisions, and our
revenues could be adversely affected if we ceasakiimg these terms available.

We have provided extended payment terms to cectatomers in connection with transactions we hawepteted with them. Providir
extended payment terms may positively influenceomstomers’ purchasing decisions but may reduceasin flows in the short-term. If we
reduce the amount of extended payment terms wederée customers, customers might reduce or daéeamount they spend on our
products and services from the amount they midhgratise have spent if extended payment terms wexiéalle to them. If this were to
occur, our revenue or revenue growth could be Idhen in prior periods and/or lower than we expect.

We may be unable to adequately protect our progigtrights.

Our software products and trademarks, includingoompany names, product names and logos, are etagyri We protect our
intellectual property rights in these items by ifyon copyrights, trademarks, patents and commarshfeguards, including trade secret
protection, as well as restrictions on disclosanmes transferability contained in our agreements wiher parties. Despite these measures, the
laws of all relevant jurisdictions may not affordeguate protection to our products and other etellal property. In addition, we frequently
encounter attempts by individuals and companigértde our software solutions. If our measuresrtaget our intellectual property rights fi
others may be able to use those rights, which caddce our competitiveness and revenues.

Intellectual property infringement claims could besserted against us, which could be expensive fentand could result in limitation:
on our use of the claimed intellectual property.

The software industry is characterized by frequiéigation regarding copyright, patent and otheeilectual property rights. While we
have not had any significant claims of this typsested against us, such claims could be assertédsagis in the future. If a lawsuit of this
type is filed, it could result in significant expento us and divert the efforts of our technical amnagement personnel. We cannot be sure
that we would prevail against any such assertathsldf we did not prevail, we could be preventsahi using that intellectual property or
required to enter into royalty or licensing agreatagwhich might not be available on terms accdptabus. In addition to possible claims
with respect to our proprietary products, somewfproducts contain technology developed by arehbed from third parties and we may
likewise be susceptible to infringement claims witkpect to these third-party technologies.
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Our sales and operations are globally dispersedjallexposes us to additional operating and complarrisks.

We sell and deliver software and services, and ma@irsupport operations, in a large number of ceestwhose laws and practices
differ from one another. North America accounted3é%, Europe for 40% and Asia-Pacific for 23% of cevenue in 2009. Managing these
geographically dispersed operations requires sggmf attention and resources to ensure compliastbelaws. Accordingly, while we
maintain a comprehensive compliance program, wadtaguarantee that an employee, agent or busimes®ep will not act in violation of o1
policies or U.S. or other applicable laws. SucHations can lead to civil and/or criminal proseons, substantial fines and the revocation of
our rights to continue certain operations and afagse both business and reputation loss.

Our cost structure is relatively fixed in the shakrm, which makes it difficult to reduce our exps@s quickly in response to declines in
revenue or revenue growth.

We make expenditures to support our revenue growaldlvance of achieving the expected revenue. Quereses associated with
headcount and facilities can be difficult to redqgoéckly due to the nature of those items. If raxedoes not grow as we expect or if it
declines, our expenses may constitute a largeeptage of our operating budget than we planned;iwlvbuld adversely affect our
profitability.

[I. Other Considerations
We are currently defending a lawsuit seeking subgtal damages in which we could be liable.

On August 2, 2007, GE Capital Leasing Corporatitow( GE Financial Services Corporation, “GEFS”)dike lawsuit against us in the
U.S. District Court for the District of Massachusefhe lawsuit alleges that GEFS was fraudulentlyced to provide over $60 million in
financing to Toshiba Corporation for purchaseshofitparty products, predominantly PTC productsijrduthe period from 2003 to 2006.
GEFS claims that PTC participated in the allegdebste or, alternatively, should have been awarbe$theme and made negligent
misrepresentations that enabled the scheme toncentindetected. GEFS’s complaint claims damag#d omillion and seeks three times
that amount plus attorneys’ fees. On October 2820 United States District Court for the Didto€ Massachusetts entered an order
granting PTC’s motion to dismiss GEFS’s complainject to certain conditions, including PTC’s agneat to provide certain discovery to
GEFS and to assent to personal jurisdiction inidJaPpa November 17, 2008, GEFS filed a motion tcatathe court's October 2nd order and
to seek to continue the case in the U.S. We hapesgd GEFS’s motion.

On January 7, 2009, GEFS also filed an action ikyddistrict Court in Japan against PTC’s Japamsebsidiary, PTC Japan K.K. The
lawsuit arises from the same underlying transastasithe Massachusetts lawsuit and seeks damagg98f384,889 Yen (approximately
$65 million as of September 30, 2009) plus inteog&% per year on such amount since April 27, 280 costs of the lawsuit. Subsequer
the Tokyo District Court consolidated this newliedi action with GEFS’s pending action against Taldnd other parties to the transactions,
which was filed in the Tokyo District Court in Augit?007. In the Japanese action, GEFS allegegtmgibyees of PTC Japan committed
wrongful acts in cooperation with employees of ott@mpanies involved in the transactions, includingemployee of Toshiba who was
criminally convicted for obtaining fraudulent loai3EFS alleges that the wrongful acts committe®®Z Japan employees caused GEFS's
damages and that PTC Japan, as an employer, ily jaid severally liable for GEFS's losses alonthwhe other defendants.

We dispute GEFS'’s claims and are contesting thgorously. As of September 30, 2009 and 2008, revefid,658,162,417 Yen
($51.9 million and $43.8 million, respectively) thveas previously recorded for the transactionssie has been deferred and recorded as
customer advances in our consolidated balancesshi®it liability will remain recorded until thegtits and obligations of the several
companies connected with the Toshiba transactimseaolved. The change in customer advances #&r8bpr 30, 2009 from September 30,
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2008 is due to foreign currency translation adjestts. We have not accrued any other liability Fas matter as of September 30, 2009 as an
amount potentially payable, if any, is not estingaflo the extent that matters are resolved in asuairiess than the recorded customer
advances liability, we will reduce customer advanaed record the portion retained to revenue @ratitome at that time. To the extent that
matters are resolved in an amount in excess aketterded customer advances liability, we would ré@xpense for the amount due in excess
of our recorded liability.

We have a revolving credit facility and may incudditional debt under that facility.

Under the terms of our credit facility, we may lmwrfunds up to $230 million, repay the same in vehml in part and re-borrow at any
time through February 20, 2011, when all amountstanding will be due and payable in full. We cathg have $58 million outstanding
under this facility resulting from our acquisitiof CoCreate Software GmbH in November 2007. We bwyow additional amounts under
the credit facility in the future to support ouresations, including additional strategic acquisiso

In addition, we are required to comply with theuiegd financial and operating covenants, whichtsénoiur ability to operate our
business as we otherwise might operate it. Owiriaiio comply with any of these covenants or totroee payment obligations could resuli
an event of default which, if not cured or waiveauld result in all amounts outstanding, includaigaccrued interest and unpaid fees,
becoming immediately due and payable. We may neg bafficient working capital or liquidity to safysour repayment obligations in the
event of an acceleration of those obligations.dditon, if we are not in compliance with the firtdad and operating covenants at the time we
wish to borrow funds, we will be unable to borramdls or to borrow additional funds.

Our operating results fluctuate from quarter to qur, which makes it difficult to predict our revare and operating results and could
adversely affect our stock price.

Our quarterly operating results historically haketuated and are likely to continue to fluctuagpending on a number of factors,
including:
. a high percentage of our revenue historically femntgenerated in the third month of each fiscaitquand any failure to receive,
complete or process orders at the end of any quaostédd cause us to fall short of our revenue i

. a growing percentage of our revenue comes fronPai solutions, which tend to be sold in larger deaith longer lead times
that are less predictabl

. our operating expenses are based on expected e=/and any failure to achieve our revenue targrikicause us to fall short of
our earnings targets as we

. our mix of license and service revenues can vam fqguarter to quarter, creating variability in @perating margins

. because a significant portion of our revenue ®irign currency and a significant portion of oMpense structure is located
internationally, shifts in foreign currency exchamgtes could adversely affect our reported revamaiéor expenses; al

. we may incur significant expenses in a quarteioimection with corporate development initiativestructuring efforts or our
investigation, defense or settlement of legal adtithat would increase our operating expensesiéqtarter in which those
expenses are incurre

Accordingly, our quarterly results are difficult poedict prior to the end of the quarter and we tm@ynable to confirm or adjust
expectations with respect to our operating redafta particular quarter until that quarter hassel Any failure to meet our quarterly revenue
or earnings targets could adversely impact the etgnice of our stock.
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Our stock price has been volatile, which may makearder to resell your shares at a time and atrécp that is favorable to you.

Market prices for securities of software compamiesgenerally volatile and are subject to signifidéuctuations unrelated or
disproportionate to the operating performance es¢hcompanies. The trading prices and valuatiotisesk stocks, and of ours, may not be
predictable. Negative changes in the public’s gatioa of the prospects of software companies, ®BE or the markets we serve, could
depress our stock price regardless of our results.

Also, a large percentage of our common stock id bglinstitutional investors. Purchases and sdlesiocommon stock by these
institutional investors could have a significanpaest on the market price of the stock. For morermfation about those investors, please see
our proxy statement with respect to our most reaential meeting of stockholders and Schedules 1BI1L3aG filed with the SEC with
respect to our common stock.

ITEM 1B. Unresolved Staff Comments
None.

ITEM 2. Properties

We currently lease 112 offices used in operatiarthé United States and internationally, predoneiyads sales and/or support offices
and for research and development work. Of our wftaljpproximately 1,308,000 square feet of leasedifies used in operations,
approximately 597,000 square feet are locatedantts., including 329,000 square feet of our headats facility located in Needham,
Massachusetts. The lease for our headquarters lre@atember 2000 and expires in November 2013estito certain renewal rights. We
also lease space comprising approximately 433,808rs feet, which is not used for our current ofp@na and is primarily subleased to third
parties. As described in Notes C and H of “Note€dmsolidated Financial Statements,” lease comnmitsnen unused facilities in excess of
expected sublease income have been included irestructuring provisions. We believe that our fitie$ are adequate for our present needs.

ITEM 3. Legal Proceedings

On August 2, 2007, GE Capital Leasing Corporatitow( GE Financial Services Corporation, “GEFS”)dike lawsuit against us in the
U.S. District Court for the District of Massachusefhe lawsuit alleges that GEFS was fraudulentlyced to provide over $60 million in
financing to Toshiba Corporation for purchaseshofitparty products, predominantly PTC productsijraduthe period from 2003 to 2006.
GEFS claims that PTC patrticipated in the allegdwste or, alternatively, should have been awarbeftheme and made negligent
misrepresentations that enabled the scheme toncentindetected. All of the alleged transactionsioed in Japan. GEFS’s complaint claims
damages of $47 million and seeks three times thauat plus attorneys’ fees. On October 2, 2008 thited States District Court for the
District of Massachusetts entered an order gramih@’s motion to dismiss GEFS’s complaint on thei®#hat GEFS had commenced the
action in the improper forum. The court issued thrider subject to certain conditions, including PT&greement to provide certain discovery
to GEFS and to assent to personal jurisdictiorapad. On November 17, 2008, GEFS filed a motioratrate the court’s October 2nd order
and to seek to continue the case in the U.S. We bpposed GEFS’s mation.

On January 7, 2009, GEFS also filed an action iky®district Court in Japan against PTC’s Japasessidiary, PTC Japan K.K. The
lawsuit arises from the same underlying transastasithe Massachusetts lawsuit and seeks damagg308f384,889 Yen (approximately
$65 million as of September 30, 2009) plus inteoé&i% per year on such amount since April 27, 280d costs of the lawsuit. Subsequel
the Tokyo District Court consolidated this newlke€i action with GEFS’s pending action against Toaldnd other parties
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to the transactions, which was filed in the Tokyistiict Court in August 2007. In the Japanese act®EFS alleges that employees of PTC
Japan committed wrongful acts in cooperation wittpkyees of other companies involved in the tratisas, including an employee of
Toshiba who was criminally convicted for obtainfingudulent loans. GEFS alleges that the wrongftd aommitted by PTC Japan employ
caused GEFS’s damages and that PTC Japan, as &oyemjs jointly and severally liable for GEFStsskes along with the other defendants.

We dispute GEFS'’s claims and are contesting thgorously. As of September 30, 2009 and 2008, revefid,658,162,417 Yen
($51.9 million and $43.8 million, respectively) thveas previously recorded for the transactionssie has been deferred and recorded as
customer advances in our consolidated balancesshi®it liability will remain recorded until thegtits and obligations of the several
companies connected with the Toshiba transactimseaolved. The change in customer advances #&r8bpr 30, 2009 from September 30,
2008 is due to foreign currency translation adjestte. We have not accrued any other liability Fas matter as of September 30, 2009 as an
amount potentially payable, if any, is not estineafllo the extent that matters are resolved in asuairiess than the recorded customer
advances liability, we will reduce customer advanaed record the portion retained to revenue ardtitome at that time. To the extent that
matters are resolved in an amount in excess akit@ded customer advances liability, we would ré@xpense for the amount due in excess
of our recorded liability.

We also are subject to various legal proceedindsctaims that arise in the ordinary course of besén We currently believe that
resolving these other matters will not have a nigtadverse impact on our financial condition auks of operations.

ITEM 4.  Submission of Matters to a Vote of SecurityHolders
No matters were submitted to a vote of securitgé during the last quarter of 2009.
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PART Il
ITEM 5.  Market for Registrant’'s Common Equity, Related Stockholder Matters and Issuer Purchases of Edty Securities

Information with respect to the market for our coamstock may be found in the section captionedé@el Financial Data” in Item 6
below and is incorporated herein by reference.

On September 30, 2009, the close of our fiscal,yamarcommon stock was held by 4,190 shareholderescord. As of November 20,
2009, our common stock was held by 4,152 sharetolafeaecord.

We do not pay cash dividends on our common stodiwanretain earnings for use in our business. Aigfowe review our dividend
policy periodically, we cannot assure you that mwiew will cause us to pay any dividends in thefe. Further, our revolving credit facility
requires us to maintain specified leverage andifisfearge ratios that limit the amount of dividetlust we can pay.

The table below shows the shares of our commork stecrepurchased in the fourth quarter of 2009.

ISSUER PURCHASES OF EQUITY SECURITIES

Maximum Number
Total Number of

Shares (or Units) (or Approximate
Purchased as Part ¢ Dollar Value) of
Shares (or Units)
Total Number of Sharet Average Price Pait Publicly Announced ;Tjargr':las)égatn?jzr
the Plans or
Period (1) (or Units) Purchased per Share (or Unit) Plans or Programs Programs
July 5— August 1, 200¢ — = — $ 85,130,82(2)
August 2- August 29, 200! — — — $ 85,130,82(2)
August 3C- September 30, 20( 353,60 $ 12.9¢ 353,60 $ 80,554,39(2)
Total 353,60( $ 12.9¢ 353,60( $ 80,554,39(2)

(1) Periods are our fiscal months within the fiscalrtgra
(2) On May 20, 2008, we announced our share repsecprogram in the amount of $50 million, and oweéxober 26, 2008, we announced
that the repurchase program had been increasedD®rillion. The current program will expire on Mag, 2010 unless earlier revok

ITEM 6. Selected Financial Date

Our five-year summary of selected financial datd qnarterly financial data for the past two yearktated on the last page of this
Form 10-K and incorporated herein by reference.
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ITEM 7.  Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations
Forward-Looking Statements

Statements in this Annual Report about anticipditeghcial results and growth, as well as about tleelopment of our products and
markets, are forwardeoking statements that are based on our curreahpland assumptions. Important information aboattihses for thes
plans and assumptions and factors that may causadaiual results to differ materially from thesat®&ments is contained below anc
Item 1A Risk Factors” of this Annual Report.

Unless otherwise indicated, all references to arye#iect our fiscal year that ends on September 30

Executive Overview

The most significant challenge we faced in 2009 thasadverse global economic environment. Whileheaxe seen recent signs,
including sequential license growth in the secoald &f 2009 (particularly in North America), thaduse us to believe the economy may be
beginning to stabilize, we expect that the econamnigronment will continue to affect our businesteast for the near term and that
customers (including those of our resellers) maytiooe delaying purchase decisions or reducingithe of their purchases.

Another significant factor impacting our 2009 réswas the decline in the value of certain non-WduBrencies in which we transact
business, particularly the Euro, relative to th&.ldollar. Compared to 2008, this adversely afftatenue by $39 million and favorably
impacted our reported costs and expenses by $4ibmmiés amounts earned in these currencies arslated into dollars for reporting
purposes. While the impact on reported revenueeapdnses was significant, the net impact on opeydticome was not significant.

We recorded $938 million of total revenue in 2008npared to $1,070 million in 2008. Most signifidgnthis reflects a decrease in
license revenue of 36% (a decrease of $120 milliio2D09 compared to 2008. Economic conditionsthediecline in license revenue had a
negative impact on our consulting and training e revenue and maintenance revenue in the séedihof 2009 and may continue to
negatively impact such revenue in 2010.

Primarily as a result of the revenue decline in®2606mpared to 2008, our operating income declinefil®6 million in 2009. Net
income declined by $48 million in 2009 primarilyedto lower operating income, partially offset bgiecrease of $54 million in our income
tax provision over the same period.

As a result of our lowered revenue expectation2@f9, we took actions beginning in the secondtquaf 2009 that reduced or
contained our operating costs, including:

. implementing a hiring freeze other than for selégiesitions that support our key strategic inities;

. eliminating annual merit pay increases for our eyeés;

. reducing travel and marketing related expenses

. reducing our workforce, resulting in $23 million refstructuring charge

Although we took these actions to reduce costs;ivase to make investments in research and develdpm2009 in support of
strategic product development initiatives.

Our balance sheet remained strong with $235 mitlibcash and an additional $172 million availakheonir revolving credit facility as
of September 30, 2009. Our cash flow from operatiwas $70 million in 2009, down $152 million frofdB primarily as a result of lower
operating income in 2009. We used $33 million tmptete two small acquisitions, $32 million to regaportion of our borrowings under our
revolving credit facility, and $14 million to repirase shares of our common stock during 2009.
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Fiscal Year 2010 Expectations, Strategies and Risks

We expect that the global economy will improveigtél 2010 with recovery in Europe and Asia-Paddigging recovery in North
America. We believe that this will result in licensevenue growth in 2010. However, we expect thasteep license revenue decline we saw
in 2009 will continue to adversely impact our maimnce and services businesses. As a result, veetaxpintenance and services revenue in
2010 to be relatively flat with 2009. Further, savenue and operating results may continue to lpadted by currency fluctuations.

If economic growth in North America does not impeower if the economies of countries in Europe aaA2acific are slower to recover
than we expect, customers may continue to delayceor forego technology purchases. This couldltr@sfurther reductions in sales of our
products, longer sales cycles, slower adoptioref technologies and increased price competition.

Balancing a continuing difficult economic situatiaith the longer-term opportunity for the business,are modestly increasing
investments in our business that we believe atie@rto delivering value to our customers and Wélp us gain market share, drive faster top
line growth and improve operating profitability awae longer term. These investments include:

. investing in research and development to extendemlmology leadership position with further entements to our product
families including Windchill, Pro/ENGINEER, CoCreatArbortext, Mathcad and ProductPoi

. continuing to evolve our distribution model throughbreased investment in support of our resellandel and investment in
developing a network of enterprise reseller pagnand

. enhancing and leveraging the value of our senbcsiness through expansion of our services ecanysteluding the addition of
strategic services partne

Continued macroeconomic pressure or additionaimesin revenue beyond that which we expect coailtse us to reduce or delay
these strategic investments and/or take furthéorato reduce our operating costs.

We discuss additional factors that may affect esenue and operating results under Item 1A. “Restérs” of this Annual Report.

Results of Operations

Explanatory Note about a Correction in our Consotited Statement of Cash Flows for the Nine Monthsded July 4, 200¢

In our consolidated statement of cash flows forrtime months ended July 4, 2009 (as presentedri@Qoarterly Report on Form 10-Q
for the period ended July 4, 2009), we incorrecthssified $13.1 million of windfall tax benefits a cash flow from operating activities ra
than as a cash flow from financing activities. Fa nine months ended July 4, 2009, cash provigilezpbrating activities should have been
$64.2 million and cash used by financing activisesuld have been $30.1 million. This error hadnmpact on our consolidated balance sheet
or statement of operations. Because the miscleasdn is not material to our consolidated finahstatements, the previously filed Quarterly
Report on Form 10-Q for the period ended July 4920ill not be amended. The corrected consolidatattment of cash flows for the nine
months ended July 4, 2009 will be included as apamable period in our Quarterly Report on Form 1f£the period ending July 3, 2010.

Explanatory Note about a Change in Our Revenue Rejny

In the first quarter of 2009, we began classifyiegenue from sales of our computer-based trainindycts as license and maintenance
revenue to better align our reporting with how thraining products are
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sold to customers. Prior to that, computer-basaditrg product revenue, and maintenance thereos claasified as consulting and training
service revenue and included in total service regeRor 2008, $16.2 million of license revenue $8d million of maintenance revenue has
been reclassified from consulting and training ®ervevenue and related costs of $0.9 million Hzeen reclassified from cost of service to
cost of license. For 2007, $21.2 million of licemsgenue and $3.1 million of maintenance revenigsebeen reclassified from consulting and
training service revenue, and related costs of 8illn have been reclassified from cost of seevic cost of license. This reclassification
no impact on total revenue, operating income oimeme. The amounts below for 2008 and 2007 haes beclassified to conform to the
current classification and the discussion belovegigffect to this change.

Impact of Foreign Currency Exchange on Results op€rations

Approximately two thirds of our revenue and halbof expenses are transacted in currencies oubitte U.S. Because we report our
results of operations in U.S. dollars, currencygtation affects our reported results. On a yeargear comparative basis, our revenues for
both 2008 and 2007 benefited as a result of chaingasrency exchange rates, primarily the Euro thiedJapanese Yen. Conversely, our
expenses were higher as a result of changes ia thtss. If actual reported results were conveanteedU.S. dollars based on the correspon
prior year's foreign currency exchange rates, 2@@@nue would have been higher by $38.5 million 20@8 revenue would have been lower
by $57.8 million, while 2009 expenses would haverbkigher by $41.0 million and 2008 expenses whalek been lower by $37.7 million.
The net impact on year-over-year results would Heeen an increase in operating income of $2.5anilih 2009 and a decrease in operating
income of $20.1 million in 2008. The results of ggi®ns, revenue by line of business and revenugelbgraphic region in the tables that
follow present both actual percentage changesagiearyear and percentage changes on a constaahcyrbasis.

Impact of Reversal of Valuation Allowanc

Net income for 2007 reflects a non-cash tax beoéf#58.9 million recorded in the third quarter2®07 primarily associated with our
reversal of valuation allowances against certaferded tax assets in the U.S. and a foreign jurtazh.

Overview

The following is a summary of our results of opinas for the last three years, which includes #walts of operations of companies we
acquired beginning on their acquisition date.

Percent Change Percent Change
Constant Constant
2009 Actual Currency 2008 Actual Currency 2007
(Dollar amounts in millions)
Total revenus $938.2 (12)% (9)% $1,070.: 14% 8% $941.¢
Total costs and expens 918.¢ (3)% 2% 945.] 11% 7% 848.t
Operating incom: 19.2 (85)% (81)% 125.2 35% 13% 92.¢
Other income (expense), r (2.7 (6.9 6.¢
Income before income tax 17.2 118.¢ 99.7
(Benefit from) provision for income tax (14.9) 39.2 44.C
Net income $ 31t $ 79.7 $143.5
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2009 compared to 2008

Revenue decreased in 2009 from 2008 primarily dweedecrease in license revenue caused by thesedeeonomic environment in
which customers reduced and delayed purchasesuantd dhe unfavorable impact of foreign currencgrenge rate movements on revenue
described above.

Costs and expenses decreased in 2009 from 2008&niyirdue to the favorable impact of foreign cugmrxchange rate movements on
costs and expenses described above and due tosatdlen to reduce our expenses described abdizgécutive Overview.” These
decreases in costs and expenses were partiallt dfyshigher research and development costs asili of continuing investments to imprc
our products.

2008 compared to 2007

Revenue increased in 2008 from 2007 primarily duevenue from the CoCreate business, which weirzhiin the first quarter of
2008, and the favorable impact of foreign curreexghange rate movements, as well as organic griowttaintenance and consulting and
training service revenue.

Costs and expenses increased in 2008 from 200aplyndue to costs of the CoCreate business, tipaatnof foreign currency
exchange rate movements, measured spending insreasgpport planned revenue growth, restructuwiragges from our cost reduction and
globalization measures, and increased amortizafiamangible assets and in-process research arelafament charges associated with our
acquisitions.

Refer to “Revenue” and “Costs and Expenses” bemvafmore detailed discussion.

Revenue

Our revenue consists of software license revendesarvice revenue. Service revenue includes sadtweintenance revenue
(consisting of providing our customers softwareatpd and technical support) as well as consultiigtiaining revenue (including
implementation services).

Percent Change Percent Change
Constant Constant
2009 Actual Currency 2008 Actual Currency 2007
(Dollar amounts in millions)
License revenu $212.7 (36)% (39)% $ 332/ 5% — % $317.<
Service revenue
Maintenance revent 499.1 — % 3% 501.C 22% 15% 411t
Consulting and training service rever 226.¢ (4)% 1% 236.¢ 11% 5% 212.F
Total service revenu 725.k (2)% 3% 737.¢ 18% 11% 624.(
Total revenue $938.2 (12)% 9%  $1,070. 14% 8%  $941.:
Revenue by Category
as a Percentage of
Total Revenue
200¢ 200¢ 2001
License revenu 23% 31% 34%
Maintenance revent 53 47 44
Consulting and training service rever 24 22 22

10%  10%  10(%
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Revenue results for 2009 reflect weak license sedasistomers reduced the amount of their purclzabdelayed purchasing decisions
in an adverse macroeconomic environment. Additignebmpared to the prior year, revenue in 2009 mexgatively impacted by unfavorable
changes in foreign currency exchange rates in foosign currencies in which we do business. While maintenance and services busine
performed well in the first half of 2009, econorsnditions and declines in license revenue hadjatie impact on our maintenance and
service businesses in the second half of 2009.

Revenue growth in 2008 reflects revenue from aegliusinesses, particularly CoCreate which we aedwin November 30, 2007.
Results for 2007 did not include CoCreate revemdndle results for 2008 included ten months of Cafeaevenue ($68.1 million). Total
revenue in 2008 benefited from favorable changésrigign currency exchange rates in foreign curiesim which we do business. The
increase in revenue in 2008 also reflects orgardwth of our Windchill solutions and growth in menance revenue. These increases were
partially offset by declines in consulting and miag service revenue related to our MCAD solutigregticularly in North America. A portion
of this decline was anticipated as we continue adkvwio improve our operating margins by developong reseller and partner channel to o
these services to customers directly. We also éxpezd lower than anticipated revenue from our agepbased training products.

License Revenu
2009 compared to 2008

License revenue in 2009 decreased year over yeafeiry region and across most of our major prothmoilies. License revenue in
North America, Europe and A-Pacific declined $14.3 million (14%), $63.6 milig¢49%) and $41.7 million (42%), respectively. Caler
license revenue in 2009 was unfavorably impacteddproximately $7.2 million due to unfavorable fgrecurrency exchange rate
movements.

2008 compared to 2007

License revenue in 2008 reflects growth in Europ®27.4 million (27%), partially offset by an $8xillion (7%) decline in North
America and a $3.9 million (6%) decline in the BiadRim. Growth in license revenue in 2008 was ity due to sales of CoCreate
products, which contributed $16.4 million of licengvenue, and the impact of favorable currencyem®nts. Changes in currency exchange
rates, primarily the Euro, favorably impacted lisemevenue by $15.4 million in 2008.

In 2008, Pro/ENGINEER new seat license revenue tirofv6% was offset by a 16% decrease in reverara ro/ENGINEER
upgrades and modules. We believe that our Pro/ENGRIupgrades and modules license revenue in stehfitf of 2008 was negatively
impacted by the end of the Pro/ENGINEER Wildfir® Broduct cycle and the launch of Pro/ENGINEER Vifiéd4.0 in January 2008 as
customers may have deferred purchases of thoss itatil they have implemented Wildfire 4.0. Licerssdes of our PLM products were up
9% in 2008, primarily due to higher sales of WinéldADMLink. Total Windchill license revenue relaé to the number of new seats varies
quarter to quarter based on the type and volunseats sold. In 2008, we sold proportionately migtat luser seats, which have a lower price
than heavy user seats. We believe this reflecte@sed adoption of Windchill beyond the engineedrganization as heavy user seats are
used by engineers while light user seats are usisile the engineering function.

Maintenance Revenu

Maintenance revenue represents renewals of sedés oraintenance and maintenance on new seat leens2009 and 2008,
maintenance revenue was impacted by foreign cuyrerchange rate movements and sales of acquireldigisg primarily CoCreate produc
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2009 compared to 2008

In 2009, our maintenance revenue was adverselydtegdy the global economic climate and significdetlines in license revenue.
This resulted in a decrease in maintenance revemaugcularly in the second half of 2009, which eect may continue in the near term.
The decline in maintenance revenue in 2009 refl@di® decrease in seats under maintenance as efidhaf 2009 compared to the end of
2008, including a 2% decrease in Pro/ENGINEER s&adisa 1% decrease in Windchill seats. Maintenaagenue in 2009 includes $10.7
million more CoCreate maintenance revenue than 20@8&o the fact that 2008 results included onlyrtthths of CoCreate revenue whereas
2009 included a full year of CoCreate revenue. kaiance revenue in 2009 was unfavorably impactebllBy0 million as a result of foreign
currency exchange rate movements.

2008 compared to 2007

The growth in maintenance revenue in 2008 refla@8% increase in seats under maintenance as ehthef 2008 compared to the
of 2007, including a 4% increase in Pro/ENGINEERts@&nd a 28% increase in Windchill seats. In aidithe growth reflects the addition
of CoCreate maintenance customers and favorakdgfocurrency exchange rate movements. CoCreatgenaince contributed $47.1
million of revenue in 2008. Maintenance revenu2008 was favorably impacted by $29.5 million assutt of foreign currency exchange
rate movements.

Consulting and Training Revenue

Significantly reduced year-oveear license revenue, particularly Windchill licemevenue, began to have an adverse impact orcas
revenue in the third and fourth quarters of 2009sTs due to the fact that new licenses, partitylaf our PLM solutions, typically carry ne
services engagements as well. Although we haveipgsérvice engagements that we expect to perfiaoent and continuing declines in
new licenses sold have had, and may continue te, lzavadverse effect on future services revenue.

One of our strategic initiatives is to continuestgpand our services ecosystem by adding strategitces partners who can focus on
smaller engagements, enabling us to focus on lamgaigements. This strategy has resulted in a nbatien of our services engagements
among a smaller number of customers. Our reveraledas a consulting and training service engagemihta large European customer t
has benefited all periods presented.

2009 compared to 2008

The decrease in consulting and training servicermag reflects a $6.3 million (16%) decline in tiagirevenue and a $4.3 million
(2%) decline in consulting services revenue. Cdimapbkervices revenue in 2009 reflects an $8.0onil{15%) decrease in Asia-Pacific offset
by a $4.0 million (5%) increase in Europe.

2008 compared to 2007

The increase in consulting and training servicenexe reflects an increase in consulting reven# 8f6 million (10%) and an increase
in training revenue of $6.8 million (21%). The iease in consulting and training service reven®908 was primarily the result of continu
growth in training services and Windchill implematidn consulting in Europe and Asia-Pacific. Cotiaglservices revenue in Europe and
Asia-Pacific was up $12.3 million (17%) and $10.8iomn (26%), respectively. These increases wemigdly offset by a $5.6 million
(8%) decline in consulting services revenue in N@dnerica.
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Revenue from Individual Customel

We enter into customer contracts that may resuktwenue being recognized over multiple reportiagqals. Accordingly, revenue
recognized in a current period may be attributédbleontracts entered into during the current peaoih prior periods. License and/or
consulting and training service revenue of $1 wnillor more recognized from individual customera gingle quarter during the fiscal year
was $126.8 million, $165.2 million and $155.3 noilliin 2009, 2008 and 2007, respectively. This raeerpresented 29% of total license
consulting and training service revenue in 200988nd 2007. The declines in this revenue in 208@&wwrimarily declines in license
revenue, which we attribute to the unfavorable m@conomic environment.

Revenue by Geographic Regit

Percent Change Percent Change
Constant Constant
2009 Actual Currency 2008 Actual Currency 2007

(Dollar amounts in millions)
Revenue by regior

North America $351.¢ (4% (4% $ 364.7 — % — % $365.(
Europe 373.: (17)% (6)% 450.: 27% 15% 353.
Asia-Pacific 213.¢ (16)% (20)% 255.% 15% 9% 222.¢

$938.: (12)% (9%  $1,070. 14% 8%  $941.c

Revenue by region as a % of total revenue:

200¢ 200¢ 2007
North America 37% 34% 3%
Europe 40% 42% 37%
Asia-Pacific 23% 24% 24%

We believe the Asia-Pacific region, particularlyi@h continues to present an important growth ojymitty because global
manufacturing companies have continued to invetahregion and the market in that region for bmth PLM solutions and MCAD
solutions is relatively unsaturated. Economic gloimtthe United States slowed in 2008 and macraaodnconditions deteriorated
significantly in the last quarter of 2008 and finsif of 2009. In the second half of 2009, we begasee some recovery in North America.
expect the recovery to follow in Europe, followegAsia-Pacific. The Europe region has a consuléing training service engagement with a
large customer that has benefitted all periodsegores.

North Americe
2009 compared to 2008

Revenue in North America in 2009 reflects a yeagrepear decline of $14.3 million (14%) in licenswenue, partially offset by
$3.2 million (2%) growth in maintenance revenuer @seller channel revenue declined 7% in North Acagin 2009.

2008 compared to 2007

Revenue in North America in 2008 reflects year-exesar declines of $8.1 million (7%) in license reue and $4.2 million (5%) in
consulting and training service revenue offset b¥.8 million (7%) growth in maintenance revenuer @seller channel revenue grew in
excess of 12% in North America in 2008 as we cagtihto increase our use of channel partners.
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Europe
2009 compared to 2008

Revenue in Europe in 2009 reflects year-over-yeatines of $63.6 million (49%) in license revenuel $14.3 million (6%) in
maintenance revenue offset by $0.8 million (1%)gtoin consulting and training service revenue.dpean revenue in 2009 was
unfavorably impacted by foreign currency excharage movements, particularly with respect to theoEAt foreign currency exchange rates
consistent with the prior year, revenue in 2009 idnave been higher by $49.1 million. Excluding timpact of currency movements,
revenue in 2009 reflects a $55.2 million (43%) dexin license revenue, partially offset by a $1fillion (15%) increase in consulting and
training services revenue and a $12.1 million (f%jease in maintenance revenue.

2008 compared to 2007

Revenue in Europe included growth in both orgaeienue across all lines of business and revenoedaguired products, particularly
CoCreate products. Organic revenue in Europe i 208w 16% and the sale of CoCreate products anétes in Europe contributed $37.5
million of revenue in 2008. Revenue was favorabipacted $44.9 million by foreign currency excharege movements.

Asie-Pacific
2009 compared to 2008
Revenue in Asia-Pacific in 2009 reflects year-oyear declines of $14.1 million (12%) in Japan a@d.$ million (20%) in the Pacific

Rim. The decline in Japan’s revenue, which compr&@% of total Asia-Pacific revenue in 2009, cotesisof a $22.6 million decrease in
license revenue partially offset by:

. an $8.3 million increase in maintenance reve
. favorable changes in the Yen exchange rate reltditiee U.S. dollar (an impact of $11.8 millionjice
. an increase in revenue from CoCreate products &fiddlion.

The decline in revenue in the Pacific Rim primadbnsisted of a decrease in license revenue o23$allion and a decrease in
consulting and training service revenue of $9.lioml

2008 compared to 2007

Revenue in Asia-Pacific in 2008 reflects year-oyear growth of $11.6 million (9%) in the PacificrRand $20.8 million (21%) growth
in Japan. The increase in revenue in the Pacific iRi2008 was attributable to 19% growth in maiatare revenue and 31% growth in
consulting and training service revenue. GrowtBdpan was primarily attributable to higher maintearevenue from acquired products,
particularly CoCreate products. Revenue from the saCoCreate products and services in Japanibated $20.3 million of revenue in
2008, including $13.8 million of maintenance revenu

Revenue from Our Reseller Chann

Our diverse and geographically dispersed resdiberss on smaller businesses, enabling our dirées $arce to focus on larger sales
opportunities. Total sales from our reseller chhmreze:

Percent Percent
2009 Change 2008 Change 2007
(Dollar amounts in millions)
Revenue $235.2 (13)% $271.¢ 3% $195.2
% of total revenur 25% 25% 21%
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The decline in 2009 reflects decreases in all mggmgraphic regions. Excluding CoCreate revenuecloannel revenue in 2009 and
2008 was down 16% and up 17%, respectively, yeer year. Despite the decline in 2009, we expectbannel revenue to comprise a
growing percentage of our total revenue as we ooatto focus on expanding our use of resellers.

We attribute the revenue increase from our resellannel in 2008 to our efforts to expand our fesehannel, to the success of
Pro/ENGINEER Wildfire among small- and medium-desinesses and to sales of acquired CoCreate, teb@nd Mathsoft products. In
2008 compared to 2007, growth came from all magarggaphic regions and was the result of organiemag growth, the addition of
CoCreate channel revenue and the impact of faverfabtign currency exchange rate movements.

Costs and Expenses

Percent Percent
2009 Change 2008 Change 2007

(Dollar amounts in millions)
Costs and Expense

Cost of license revent $ 30.C — % $ 30.1 72% $17.t
Cost of service revent 279.¢ ("% 300.7 10% 273.3
Sales and marketir 301.c (2)% 306.¢ 5% 292.2
Research and developmt 188.t 4% 182.( 12% 162.4
General and administrati\ 80.¢€ (8)% 87.¢ 10% 79.¢
Amortization of acquired intangible ass 15.€ — % 15.€ 10% 7.5
In-process research and developr 3 (84)% 1.6 247% 0.5
Restructuring and other char¢ 22.1 13% 20.1 31% 15.2

Total costs and expens $918.¢ (3)%* $945.1 11%* $848.5

* On a consistent foreign currency basis from therperiod, total costs and expenses increaseft@¥ 2008 to 2009 and increased 7%
from 2007 to 2008

Total Costs and Expenses
2009 compared to 2008

Costs and expenses in 2009 decreased primarilyesibti of foreign currency exchange rate movem$#s.0 million). If actual
reported results were converted into U.S. dollaisebl on the corresponding prior year's foreignenay exchange rates, 2009 expenses
would have been $959.9 million.

Headcount was 5,165 at September 30, 2009, compafe@87 at September 30, 2008. The net increalseddcount was primarily due
to:

. an increase in research and development persaesdting primarily from our strategic decision tiease our investment in
product developmen

. an increase of an aggregate of more than 70 emgddyem our 2009 acquisitions of Synapsis and Reled
. an increase in headcount in locations where labstscare lowel

These increases in headcount were offset by tleetsfdf our cost reduction and containment measurésrtaken in the second, third
and fourth quarters of 2009 (described in “Exeautbverview” above).
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Total costs and expenses in 2009 compared to 20@&tan $11.6 million decrease in commissionstduewer sales and a $6.0
million decrease in performance-based compensasaur 2009 performance-based plans were not earriell

2008 compared to 2007

Total costs and expenses were adversely impactéotréign currency exchange rates as costs and sgpéncurred in Europe and Asia-
Pacific were translated into U.S. Dollars. Alsoatieount increased to 5,087 at the end of 2008 caedpia 4,449 at the end of 2007, due in
part to acquisitions completed in 2008 and invest# support our business. Total costs and exgans2008 compared to 2007 reflect the
following:

. acquisitions completed in 2008, particularly Co@eda the first quarter of 2008, that added opergatiosts and increased
headcount by an aggregate of more than 250 emp@@seef the end of 2008 compared to the end of;Z

. planned spending to support revenue growth, inoludicreasing our services delivery capacity agthén sales commission
expense

. amortization expense, primarily associated withuiregl intangible assets, which totaled $35.5 millio 2008 compared to $14.9
million in 2007; anc

. $20.1 million of restructuring charges incurred B08 compared to $15.3 million in 20(

Cost of License Revenue

Percent Percent
2009 Change 2008 Change 2007
(Dollar amounts in millions)
Cost of license revent $30.C — % $30.1 72% $17.5
% of total revenur 3% 3% 2%
% of total license revent 14% 9% 6%

Our cost of license revenue consists of fixed aamiable costs associated with reproducing andibliging software and documentation
as well as royalties paid to third parties for reallogy embedded in or licensed with our softwadpcts. Year over year, cost of license
revenue as a percentage of license revenue wasrhigB009 due primarily to fixed costs that did decrease with license revenue declines
in 2009 compared to 2008. The increase in costefse revenue in 2008 compared to 2007 was doeaply to higher amortization of
acquired software intangible assets of $12.5 mnillirimarily attributable to the acquisition of Qe@te in 2008. Cost of license revenue as a
percent of license revenue can vary depending oduet mix sold and the effect of fixed and variatugalties and th&evel of amortization ¢
acquired software intangible assets.

Cost of Service Revenue

Percent Percent
2009 Change 2008 Change 2007
(Dollar amounts in millions)
Cost of service revent $279.¢ (7)% $300.7 10% $273.<
% of total revenu 30% 28% 29%
% of total service revent 3% 41% 44%
Service headcoul 1,401 (3)% 1,441 15% 1,25¢

Our cost of service revenue includes costs assatigith consulting, training and customer supperspnnel, such as salaries and
related costs; third-party subcontractor fees;scassociated with the release of maintenance updiatgduding related royalty costs); and
facility costs. Service margins can vary basedhenproduct mix sold in the period. Margins on mamatnce revenue are significantly higher
than on consulting and
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training service revenue. Maintenance revenue cisephi69% and 68% of total service revenue in 20@B2908, respectively, compared to
66% in 2007. Service margins improved in 2009 aB@B2primarily due to a higher mix of maintenanceeraie.

Cost of service revenue was lower in 2009 compar@d08 due to total compensation (including safarcommissions, bonuses, and
stock-based compensation), benefits and traves edsich were $11.7 million lower and the cost afdkparty consulting services which was
$7.8 million lower due to decreases in consultind taining services revenue. Year-end headcotiette cost reduction actions taken in
20009.

Year-end services headcount for 2008 included increfasesacquisitions as well as increases in our ses/delivery capacity in cert:
regions. Total salaries, commissions, benefitstemcl costs were higher by an aggregate of $1@IBmin 2008 compared to 2007. The
cost of third-party consulting services was $11ilion higher in 2008 compared to 2007 due to tke of such services in support of
increases in consulting and training services regen

Sales and Marketing

Percent Percent
2009 Change 2008 Change 2007
(Dollar amounts in millions)
Sales and marketing expen: $301.¢ (2% $306.¢ 5% $292.2
% of total revenur 32% 29% 31%
Sales and marketing headco 1,29t (5)% 1,36¢ 17% 1,16¢€

Our sales and marketing expenses primarily inchadaries and benefits, sales commissions, adveytisid marketing programs, travel
and facility costs. Our compensation, benefits madel expenses were lower by an aggregate of@illibn in 2009 compared to 2008,
primarily due to commissions, which were lower Y® million as a result of lower revenue. In aiddif expenses were lower by $2.6
million primarily as a result of our decision tonca&l the 2009 annual sales incentive meeting. Oopensation, benefits and travel costs
higher by an aggregate of $16.0 million in 2008 paned to 2007 (including an increase of $3.2 nrillielated to stock-based compensation).
Sales and marketing costs were higher in 2008 @péanned increases, including by acquisition,@adcount and higher commissions to
support increased license and service revenue.

Research and Developme

Percent Percent
2009 Change 2008 Change 2007
(Dollar amounts in millions)
Research and development expet $188.k 4% $182.( 12% $162.
% of total revenu 20% 17% 17%
Research and development headct 1,93¢ 10% 1,75:% 13% 1,547

Our research and development expenses consistpaiiyoof salaries and benefits, costs of competgripment and facility expenses.
Major research and development activities inclueleetbping new releases of our software. Yemad-headcount includes increased staffing
certain research and development initiatives dumitcstrategic decision to increase our investnrergsearch and development, as well as
from acquisitions. Total compensation, benefits tiadel costs were higher in 2009 by $1.4 milli@mpared to 2008 primarily due to higher
salaries and benefits as a result of higher reBesrd development headcount. These salary increasespartially offset by a decrease of
$3.1 million in total castbased incentive compensation expense as the penficarcriteria under our incentive plans were nbteaed in full
Total salaries, benefits and travel costs weredrigh2008 compared to 2007 by an aggregate oB%hélion (including an increase of $2.2
million related to stock-based compensation).
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General and Administrative

Percent Perceni
2009 Change 2008 Change 2007
(Dollar amounts in millions)
General and administrative expen $80.€ (8)% $87.¢€ 10% $79.€
% of total revenu 9% 8% 8%
General and administrative headco 522 2% 511 10% 465

Our general and administrative (G&A) expenses itelthe costs of our corporate, finance, informatémhnology, human resources,
legal and administrative functions, as well as thalt expense. G&A expenses also include costsiassoevith outside professional servic
including accounting and legal fees. Total compgosabenefits and travel costs were lower in 260fpared to 2008 by an aggregate of
$2.0 million including a decrease of $1.1 milliondash-based incentive compensation expense agtfoemance criteria under our incentive
plans were not achieved in full. G&A expenses @&stude costs associated with outside professisemldices, including accounting and legal
fees. These costs were $2.9 million lower in 200arily because 2008 included approximately $2ifion of costs for outside professior
services incurred in connection with an Audit Corted investigation and restatement of prior pefinancial statements completed in the
first quarter of 2008.

Total salaries, benefits and travel costs weredtigh2008 compared to 2007 by an aggregate obappately $5.9 million. Our G&A
expenses in 2008 included approximately $2.8 mmiltd costs for outside professional services iredigrimarily in connection with an Audit
Committee investigation and restatement of prisigaefinancial statements completed in the firstiger. Our G&A expenses in 2007
included costs for outside professional servicearired in connection with our corporate developnieitiatives, including $1.7 million
related to potential acquisitions that did not elo&dditionally, G&A expenses in 2007 included $inillion for professional fees incurred
primarily in connection with the Audit Committeeviestigation completed in 2008 described above.

Amortization of Acquired Intangible Ass

Percent Perceni
2009 Change 2008 Change 2007
(Dollar amounts in millions)
Amortization of acquired intangible ass $15.€ — % $15.€ 10% $7.5
% of total revenu 2% 1% 1%

The amortization of acquired intangible assetsil@® on our statements of operations reflectsathertization of acquired non-product
related intangible assets, primarily customer aademark-related intangible assets, recorded inaxtion with completed acquisitions. The
increase in 2008, compared to 2007, was primatiytd amortization of intangible assets resultiognfthe CoCreate acquisition completed
in the first quarter of 2008.

Our acquisition of CoCreate in the first quarte2008 resulted in an increase in acquired intapglskets of $131.0 million. Acquired
intangible assets consisted of $72.5 million oftooer relationship intangibles, $55.1 million ofrpliased software, $2.3 million of
trademarks, and $1.1 million of non-compete agregsn@nd other, which are being amortized over egéchweighted average useful lives of
11 years, 8 years, 9 years and 1.5 years, resphrctiv
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In-process Research and Development

Percent Percent
2009 Change 2008 Change 2007
(Dollar amounts in millions)
In-process research and developn $0.2 (84)% $1.¢ 247% $0.5
% of total revenue — — —
% % %

In-process research and development costs areadtabcquired research and development projeatswire in process at the
respective acquisition date and for which technicldgeasibility had not yet been established ardithich there was no alternative future
use. The value of the purchased in-process resaacthevelopment was determined using the residcaine approach, which discounts
expected future cash flows from projects under igraent to their net present value.

The in-process research and development chargg0ier\®as from our Relex acquisition; in 2008 wasrfraur CoCreate and DHI
acquisitions; and in 2007 was from our NC Graphioguisition.

Restructuring and Other Charg

Perceni Percent
2009 Change 2008 Change 2007
(Dollar amounts in millions)
Restructuring and other charg $22.7 13% $20.1 31% $15.5
% of total revenu: 2% 2% 2%

Restructuring charges in the periods reported wensarily associated with reductions in workforeelaexcess facility obligations to
reduce our cost structure and to improve profitghiGiven the challenging macroeconomic environtreerd lower revenue, we implemented
workforce reductions and facility consolidationglming in the second quarter of 2009. As a regul2009 we recorded restructuring
charges of $22.7 million. The restructuring chargetuded $21.9 million for severance and relatest€ associated with 382 employees
notified of termination during 2009 and $0.8 mitliof charges related to excess facilities.

The 2008 charge included $10.7 million for seveesaed related costs associated with 185 employaéged of termination during
2008 as a result of our initiative to globalizetaar functions to be in closer proximity to the cgtéons they support and/or to lower cost
regions. The 2008 charge also included $7.9 miliboosts related to excess facilities. In 2008 alg® recorded $1.5 million for costs
incurred in connection with our integration of Ce@te.

We recorded a restructuring charge of $15.3 mililo8007. The restructuring charge included a $b3lRon charge for severance and
related costs associated with 262 employees nbtifigermination in 2007 and $2.1 million relatedexcess facilities. The charges for excess
facilities were primarily related to gross leasenoaitments in excess of estimated sublease incomextmess facilities.

In 2009, 2008 and 2007, we made cash paymentgdeiatrestructuring and other charges (includingvgnts relating to restructuring
and other charges recorded prior to 2007) of $&dlifon, $25.1 million and $14.7 million, respeatily. Amounts not yet paid at
September 30, 2009 relating to restructuring ahdrotharges taken during the current and all présiods are $15.8 million and primarily
relate to severance. Of the total amount accru&dptember 30, 2009, we expect to make cash desergs within the next twelve months
of approximately $15 million for restructuring clgas incurred in 2009 and prior periods.
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Nor-Operating Income (Expense)

2009 2008 2007

(in millions)
Interest incom $4.€ $10.1 $9.¢
Interest expens 3.2 (7.8 (0.6)
Other expense, n (3.5 (8.6) (2.9

Interest Incom

Interest income represents earnings on the investaieur available cash balances. Interest incdeteeased in 2009 as a result of
lower interest rates and lower cash balances.dsténcome in 2008 reflects a modest increaseénage cash balances over 2007.

Interest Expens

Interest expense is primarily related to interesborrowings under our revolving credit facility 2008, we borrowed $220 million
under the credit facility in connection with ougagsition of CoCreate. The average interest rate 3va% in 2009 compared to 5.5% in 2008.
As of September 30, 2009, of the original amoumtdwed we had an outstanding balance of $57.9anillPrior to 2008, we did not have
outstanding borrowings under this credit facility.

Other Expense, Net

Other expense, net includes costs of hedging ottstreertain realized and unrealized foreign cuayeransaction gains or losses, and
foreign exchange gains or losses resulting fronreleired period-end currency remeasurement chskets and liabilities of our subsidiaries
that use the U.S. dollar as their functional cutyeBecause a large portion of our revenue andresqseis transacted in foreign currencies, we
engage in hedging transactions involving the udereign currency forward contracts, primarily ineéfern European and Asian currencie
reduce our exposure to fluctuations in foreign exde rates. The increase in other expense, n@0® ®as due primarily to a $6.2 million
non-cash loss described below and higher foreighange losses, partially offset by a one-time bien&$1.3 million related to a legal
settlement.

In the third quarter of 2008, we liquidated eigtitolly-owned subsidiaries resulting in a $6.2 millison-cash loss. The non-cash loss
resulted from the reclassification of the net cuativé translation adjustment from accumulated otloenprehensive loss into earnings for
these liquidated subsidiaries. The loss relatebdee subsidiaries was recorded in other expers@ the accompanying consolidated
statement of operations. The consolidated stateofea@mprehensive income for 2008 reflects an tffsg gain of $6.2 million resulting
from the reclassification.

Income Taxe

Our effective tax rate has fluctuated significarntlyeach of the past three years due primarilhéoipact of discrete events, such as the
release of a substantial portion of a U.S. valmatitowance and the settlements of tax audits, lvbieated one-time income tax benefits. In
2009, our effective tax rate was a benefit of 84¥%pre-tax income of $17.2 million compared to aysion of 33% in 2008 on pre-tax
income of $118.9 million and a benefit of 44% ir0Z0n pre-tax income of $99.7 million.

In 2009, our effective tax rate differed from tH&@ statutory federal income tax rate due primadly
. a $7.6 million on-time benefit recorded in the second quarter of 28@®nnection with litigation in a foreign jurisdion;
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. foreign taxes at a net effective tax rate lowenttie U.S. rate, net of a $6 million provision tethto a research and development
(R&D) cost sharing pr-payment by a foreign subsidial

. a $2.2 million tax benefit related to settlemenadbreign tax audit in the fourth quarter of 208ad

. a $1.2 million tax benefit related to R&D tax crsdiriggered by a retroactive extension of thecteedit enacted during the first
quarter of 2009

In 2008, our effective tax rate of 33% was lowerthhe 35% statutory federal income tax rate dimegrily to the benefit of foreign
taxes paid at a net effective tax rate lower tia in the U.S. The net tax benefit recorded in728@s principally due to a tax benefit of
$58.9 million recorded upon our decision in thedhjuarter of 2007 to release a substantial podfche valuation allowance recorded
against net deferred tax assets in the U.S. ante@h jurisdiction as well as a net tax benefi$df9 million recorded in the third quarter of
2007 from the favorable outcome of a tax refundhtia the U.S.

Excluding the effect of these discrete items, oapme tax (benefit) provision in 2009, 2008 and7260nsisted primarily of taxes owed
in relation to the income generated in the U.S2008 and 2007) and by our foreign subsidiarieselbas withholding taxes that we incurred
in the U.S. in connection with certain foreign ag@mns. In 2009, we were able to fully benefit vaitiiding taxes incurred in the U.S.

As of September 30, 2009, we have a remaining tialuallowance of $23.2 million against net defdrtax assets in the U.S. and a
remaining valuation allowance of $23.1 million agsinet deferred tax assets in certain foreigsgictions. The valuation allowance
recorded against net deferred tax assets in theddrSists of $17.8 million for foreign tax credi®2.6 million for research and development
credits and $2.7 million for capital losses thathewe determined are not likely to be realized; $d million for certain state net operating
loss carryforwards that will likely expire withobieing utilized. The valuation allowance recordediast net deferred tax assets of certain
foreign jurisdictions is established primarily four net operating loss carryforwards that will likexpire without being used.

At September 30, 2009, we have a net deferredsset dalance of $123.5 million primarily relatimgaur U.S. operations. We have
concluded, based on the weight of available evidetiat our net deferred tax assets are more likely not to be realized in the future. In
arriving at this conclusion, we evaluated all aafalié evidence, including our pre-tax results ferldst three years (adjusted for permanent
differences), the circumstances of a pre-tax l@s®egated in the U.S. in the most recent fiscal gedrour forecast of future taxable income.
We reassess our valuation allowance requiremeptsfegncial reporting period. If our results in120do not improve in our U.S. operations,
our assessment may indicate that a valuation allowé& required.

In the normal course of business, PTC and its didygs are examined by various taxing authorifieduding the Internal Revenue
Service (IRS) in the United States. We regularkeas the likelihood of additional assessments ogauthorities and provide for these matters
as appropriate. We are currently under audit byatgkorities in several foreign jurisdictions. Atsdby tax authorities typically involve
examination of the deductibility of certain permanigems, limitations on net operating losses andcredits. Although we believe our tax
estimates are appropriate, the final determinaifdax audits and any related litigation could teBumaterial changes in our estimates. In
2009, we closed the IRS examination of PTC’s UeBlefal tax years 2005 through 2007. The completidghe examination resulted in a
decrease of $9.4 million to the tax reserve andtdax benefit of $0.3 million. We also settlecbaeign tax audit in the fourth quarter of 2009
resulting in a tax benefit of $2.2 million. In 2QG¥e recorded a net tax benefit of $3.9 milliomfrthe favorable outcome of a tax refund
claim in the U.S.

Our future effective tax rate may be materially aofed by the amount of income taxes associatedowitlioreign earnings, which are
taxed at rates different from the U.S. federaluttay rate, as well as the timing and extent ofrtradization of deferred tax assets and changes
in the tax law. Further, our tax rate may fluctuate
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within a fiscal year, including from quarter to gies, due to items arising from discrete eventsluiding settlements of tax audits and
assessments, the resolution or identificationopi@sition uncertainties, and acquisitions of ott@mnpanies.

Critical Accounting Policies and Estimates

We have prepared our consolidated financial stat¢sria accordance with accounting principles gdheaacepted in the United States
of America. In preparing our financial statememte, make estimates, assumptions and judgmentsahdtave a significant impact on our
reported revenues, results of operations, anchgetiie, as well as on the value of certain assetdiailities on our balance sheet. These
estimates, assumptions and judgments are necdsszayse future events and their effects on ouitsesind the value of our assets cannot be
determined with certainty, and are made based ohistorical experience and on other assumptioasitle believe to be reasonable unde
circumstances. These estimates may change as mewseaccur or additional information is obtainent] a&ve may periodically be faced with
uncertainties, the outcomes of which are not within control and may not be known for a prolongedqul of time.

The accounting policies, methods and estimates tospipare our financial statements are descigieeérally in Note B of “Notes to
Consolidated Financial Statements”. The most ingmdrtritical accounting judgments and estimateswigamade in preparing the financial
statements involved:

. revenue recognitior

. accounting for income taxe

. valuation of assets and liabilities of business loi@tions;

. valuation of goodwill;

. accounting for pension

. allowance for accounts and other receivables;

. restructuring charge

A critical accounting policy is one that is bothter@al to the presentation of our financial statataeand requires us to make difficult,
subjective or complex judgments that could haveagenal effect on our financial condition and réswlf operations. Critical accounting
policies require us to make assumptions about nsattat are highly uncertain at the time of théneste, and different estimates that we cc

have used, or changes in the estimates that aser&laly likely to occur, may have a material impgatbur financial condition or results of
operations. Because the use of estimates is inhi@réme financial reporting process, actual resatiuld differ from those estimates.

Accounting policies, guidelines and interpretatioglated to our critical accounting policies antimates are generally subject to
numerous sources of authoritative guidance andféea reexamined by accounting standards rule nsaked regulators. These rule makers
and/or regulators may promulgate interpretationgjance or regulations that may result in changesit accounting policies, which could
have a material impact on our financial positiod agsults of operations.

Revenue Recognitic

We exercise judgment and use estimates in conmegiib determining the amounts of software liceasd services revenues to be
recognized in each accounting period.

Our primary judgments involve the following:
. determining whether collection is probak
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. assessing whether the fee is fixed or determin

. determining whether service arrangements, includingifications and customization of the underlysudtware, are not essential
to the functionality of the licensed software ahds would result in the revenue for license andiserelements of an agreement
being recorded separately; ¢

. determining the fair value of services and mainteeaelements included in multiple-element arranggmevhich is the basis for
allocating and deferring revenue for such servézes maintenanci

We derive revenues from three primary sourcessdftyvare licenses, (2) maintenance services andof®ulting and training services.
Revenue by type for 2009, 2008 and 2007 was as/Asll

Year ended September 30,

2009 2008 2007

(in thousands)
License revenu $212,71( $ 332,38( $317,30:
Maintenance services reven 499,11° 501,06¢ 411,52:
Consulting and training services revel 226,35¢ 236,88 212,45t
Total revenue $938,18" $1,070,331 $941,27¢

For software license arrangements that do not regignificant modification or customization of thederlying software, we recognize
revenue when: (1) persuasive evidence of an arnaegeexists, (2) delivery has occurred (gener&YB shipping point or electronic
distribution), (3) the fee is fixed or determinald@d (4) collection is probable. Substantiallyadlbur license revenues are recognized in this
manner.

Our software is distributed primarily through ourredt sales force. In addition, we have an indidistribution channel through allianc
with resellers and, for our Mathcad products, wiigtributors. Approximately 25% of our total revenia 2009 was generated from our
indirect distribution channel. Revenue arrangemetits resellers are recognized on a sell-througdishahat is, when we deliver the product
to the end-user customer. We do not offer contedetghts of return, stock balancing, or price pation to our resellers, and actual product
returns from them have been insignificant to dagea result, we do not maintain reserves for res@lfoduct returns and related allowances.
In contrast, revenue arrangements with distributbisur Mathcad products have a contractual riglexchange product and are recognize
a sell-in basis; that is, when we ship the prodtatbe distributor. As of September 30, 2009, 2808 2007, the value of Mathcad product
inventory held by distributors and the accrual thiathave recorded for estimated product returng wet material.

At the time of each sale transaction, we must naakassessment of the collectibility of the amows ftom the customer. Revenue is
only recognized at that time if management deemtsdbllection is probable. In making this assesgmea consider customer credit-
worthiness and historical payment experience. At §ame time, we assess whether fees are fixegt@mainable and free of contingencies or
significant uncertainties. If the fee is not fixeddeterminable, revenue is recognized only as paysrbecome due from the customer,
provided that all other revenue recognition crédexie met. In assessing whether the fee is fixettmrminable, we consider the payment
terms of the transaction, including transactiorth\ywayment terms that extend beyond our customayynpnt terms, and our collection
experience in similar transactions without makingaessions, among other factors. Our software die@mrangements generally do not
include customer acceptance provisions. Howevan érrangement includes an acceptance provisiemegord revenue only upon the eal
of (1) receipt of written acceptance from the costo or (2) expiration of the acceptance period.

Our software arrangements often include implemantatnd consulting services that are sold undeswting engagement contracts or
as part of the software license arrangement. Whedeatermine that such services are not essentiaétftunctionality of the licensed softwe
we record revenue separately for the
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license and service elements of these arrangenpentsded that appropriate evidence of fair valxists for the undelivered services (see
discussion below). Generally, we consider thatreice is not essential to the functionality of #wtware based on various factors, including
if the services may be provided by independentitharties experienced in providing such consuléing implementation in coordination with
dedicated customer personnel and whether the ssrigsult in any modification or customizationtod software functionality. If an
arrangement does not qualify for separate accogiatithe license and service elements, then licemgmnue is recognized together with the
consulting services using either the percentagesoipletion or completed-contract method of conteciounting. Contract accounting for
both license and service elements is also appiehy software arrangements that include custopecific acceptance criteria or where the
license payment is tied to the performance of cliinguservices. Under the percentage-of-completimthod, we estimate the stage of
completion of contracts with fixed or “not to exdédees based on hours or costs incurred to datempared with estimated total project
hours or costs at completion. If we do not havafficsent basis to measure progress towards comopletevenue is recognized upon
completion of the contract. When total cost estenatxceed revenues, we accrue for the estimateesloghen identified. The use of the
percentage-of-completion method of accounting megusignificant judgment relative to estimatingatatontract hours or costs, including
assumptions relative to the length of time to catepthe project, the nature and complexity of tlhekwo be performed and anticipated
changes in salaries and other costs. When adjutgrireaestimated contract hours or costs are detemiisuch revisions may have the effect
of adjusting, in the current period, the earninggliaable to performance in prior periods.

We generally use the residual method to recogmizerue from software arrangements that includeoomeore elements to be delive
at a future date, when evidence of the fair valuglaundelivered elements exists. Under the rediduethod, the fair value of the undelivered
elements (i.e., maintenance, consulting and trgiearvices) based on vendor-specific objectiveendd (VSOE) is deferred and the
remaining portion of the total arrangement fedlzcated to the delivered elements (i.e., softWaense). If evidence of the fair value of one
or more of the undelivered services does not ealistevenues are deferred and recognized wheneattglof all of those services has occurred
or when fair values can be established. We deterMBOE of the fair value of services revenue bageuh our recent pricing for those
services when sold separately. For certain trammse;tVSOE of the fair value of maintenance sewisedetermined based on a substantive
maintenance renewal clause within a customer comi@ur current pricing practices are influenceidarily by product type, purchase
volume and customer location. We review servicés separately on a periodic basis and update, \appropriate, our VSOE of fair value
for such services to ensure that it reflects ooemé pricing experience. Any increase in our VS@&uaptions of the fair value of
maintenance services or consulting and trainingices would decrease the amount allocated to leessenue.

Accounting for Income Tax

As part of the process of preparing our consolifiteancial statements, we are required to caleudatr income tax expense based on
taxable income by jurisdiction. There are manygeantions and calculations about which the ultini@teoutcome is uncertain; as a result, our
calculations involve estimates by management. Sairtfgese uncertainties arise as a consequenceaiue-sharing, cost-reimbursement and
transfer pricing arrangements among related estitiel the differing tax treatment of revenue arsed items across various jurisdictions. If
were compelled to revise or to account differeftyour arrangements, that revision could affecttax liability.

The income tax accounting process also involvemasing our actual current tax liability, togethwith assessing temporary differences
resulting from differing treatment of items for tard accounting purposes. These differences riestdéiferred tax assets and liabilities, which
are included within our consolidated balance sh&®esmust then assess the likelihood that our dedaax assets will be recovered from
future taxable income and, to the extent we beltbagit is more likely than not that all or a port of our deferred tax assets will not be
realized, we must establish a valuation allowarsca eharge to income tax expense.

31



Table of Contents

As of September 30, 2009, we have a remaining tialuallowance of $46.3 million against net defdrtax assets. The valuation
allowance includes $23.2 million recorded agaimgtdeferred tax assets in the U.S., consistinggiiynof foreign tax credits. The valuation
allowance also includes $23.1 million recorded asfanet deferred tax assets in certain foreigsdlictions consisting primarily of net
operating loss carryforwards that will likely ex@iwithout being utilized.

At September 30, 2009, we have a net deferredsset dalance of $123.5 million primarily relatimgaur U.S. operations. We have
concluded, based on the weight of available evidetiat our net deferred tax assets are more ltkaly not to be realized in the future. In
arriving at this conclusion, we evaluated all aalié evidence, including our pre-tax results ferldst three years (adjusted for permanent
differences), the circumstances of a pre-tax l@s®egated in the U.S. in the most recent fiscal gedrour forecast of future taxable income.
We reassess our valuation allowance requirementsfewncial reporting period. If our results in120do not improve in our U.S. operations,
our assessment may indicate that a valuation atioe/és required.

In the normal course of business, PTC and its didygs are examined by various taxing authorifieduding the Internal Revenue
Service (IRS) in the United States. We regularkeas the likelihood of additional assessments ogaughorities and provide for these matters
as appropriate. We are currently under audit byatgkorities in several foreign jurisdictions. Atsdby tax authorities typically involve
examination of the deductibility of certain permaniems, limitations on net operating losses axdctedits. Although we believe our tax
estimates are appropriate, the final determinaifdax audits and any related litigation could teBumaterial changes in our estimates.

Valuation of Assets and Liabilities Acquired in Biess Combinations

In accordance with business combination accountiggallocate the purchase price of acquired congsatoi the tangible and intangible
assets acquired, liabilities assumed, and in-peogEsearch and development based on their estifatadlues. Determining these fair
values requires management to make significamnastis and assumptions, especially with respeatangible assets.

Our identifiable intangible assets acquired cordisteveloped technology, core technology, tradeagmustomer lists and contracts,
software support agreements and related relatipasirid consulting contracts. Developed technolaggists of products that have reached
technological feasibility. Core technology repraésemcombination of processes, inventions and tsadects related to the design and
development of acquired products. Customer listscamtracts and software support agreements aattdelelationships represent the
underlying relationships and agreements with custsrof the acquired company’s installed base. We lganerally valued intangible assets
using a discounted cash flow model. Critical estenan valuing certain of the intangible assetsuide but are not limited to:

. future expected cash flows from software licendessanaintenance and customer support agreemenmnisylting contracts,
customer contracts and related customer relatipasind acquired developed technologies and tradtsraad trade name

. expected costs to develop the in-process reseactbevelopment into commercially viable productd astimating cash flows
from the projects when complete

. the acquired company’s brand awareness and maokéiqm, as well as assumptions about the peridia the acquired brand
will continue to be used by the combined company;

. discount rates used to determine the present wdlestimated future cash flown

In addition, we estimate the useful lives of ouanmgible assets based upon the expected periodvbwehn we anticipate generating
economic benefits from the related intangible asset
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Net tangible assets consist of the fair valuegofjible assets less the fair values of assumeilitieand obligations. Except for
deferred revenues and restructuring reservesangitiie assets were generally valued by us atetgective carrying amounts recorded by
acquired company, as we believed that their cagryadues approximated their fair values at the &iiipn date.

The values assigned to deferred revenue refleatraount equivalent to the estimated cost plus anogpiate profit margin to perform
the services related to the acquired company’sveoft support contracts. Restructuring reservesidecthe severance costs related to
terminating the employment of employees of the aegucompany, planned closure of certain facilides other costs associated with exiting
activities of the acquired company.

Our estimates of fair value are based upon assangphielieved to be reasonable at that time, butlwdie inherently uncertain and
unpredictable. Assumptions may be incomplete ardneate, and unanticipated events and circumstanagsoccur, which may affect the
accuracy or validity of such assumptions, estimatesctual results.

Valuation of Goodwill
Our goodwill totaled $428.3 million and $405.2 naili as of September 30, 2009 and 2008, respectively

We assess the impairment of goodwill and otherfinde-lived intangible assets on at least an ahbaais and whenever events or
changes in circumstances indicate that the carmahge of the asset may not be recoverable. Faatersonsider important (on an overall
company basis and reportable segment basis, asagp) that could trigger an impairment reviewlirte significant underperformance
relative to historical or projected future opergtiesults, significant changes in our use of trguaied assets or a significant change in the
strategy for our business, significant negativeugigy or economic trends, a significant declineun stock price for a sustained period, or a
reduction of our market capitalization relativentet book value.

The goodwill impairment test prescribed by gengraticepted accounting principles (GAAP) requiresousentify reporting units and
to determine estimates of the fair values of oporéng units as of the date we test for impairm@&otconduct these tests of goodwill, the fair
value of the reporting unit is compared to its giaug value. If the reporting unit’'s carrying valegceeded its fair value, we would record an
impairment loss equal to the difference betweercttreying value of goodwill and its implied fairlua. We estimate the fair values of our
reporting units using discounted cash flow valuaticodels. Those models require estimates of fugwenues, profits, capital expenditures,
working capital and discount rates for each repgrtinit. We estimate these amounts by evaluatistpfi¢al trends, current budgets,
operating plans and industry data. We conduct noual impairment test of goodwill and indefinitedd assets as of the end of the third
quarter of each fiscal year. We completed our anmyaairment review as of July 4, 2009 and conctutlat no impairment charge was
required as of that date. Revenue and operatingimprojections are significant assumptions in aualysis. Adjusting those assumptions
by 10% would not have had an impact on the resdiltair impairment analysis.

For long-lived assets and identifiable intangildeets other than goodwill, we reassess the reduiligraf the asset based on projected
undiscounted future cash flows over the asset’simgimyg life if an event occurs or circumstancesngeathat would, more likely than not,
reduce the fair value of the reportable segmermivbé@k carrying value. When the carrying valuels tisset exceeds its undiscounted cash
flows, we record an impairment loss equal to theess of the carrying value over the fair valuehefasset, determined using projected
discounted future cash flows of the asset. Detdngithe fair value of our reporting units for therpose of testing the potential impairmer
individual assets and goodwill requires significartigment by management. Different judgments cgidttl different results.
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Accounting for Pensior

In the U.S., we sponsor a frozen pension plan dogenostly inactive participants. We make sevesauanptions that are used in
calculating the expense and liability of this plahese key assumptions include the expected lang+izte of return on plan assets and the
discount rate. In selecting the expected long-texi@ of return on assets, we consider the averageefrate of earnings expected on the funds
invested or to be invested to provide for the biémehder the pension plan. This includes consigettie plan’s asset allocations and the
expected returns likely to be earned over thedifthis plan. The discount rate reflects the edt@aate at which an amount that is investe
a portfolio of highquality debt instruments would provide the futuastt flows necessary to pay benefits when they ahreeln addition, ot
actuarial consultants determine the expense ahititiiss of the plan using other assumptions fdufa experience, such as mortality rates.
The actuarial assumptions used by us may diffeer@ly from actual results due to changing mada economic conditions or longer or
shorter life spans of the participants. Our acteaults could differ materially from those we estted, which could require us to record a
greater amount of pension expense in future yéadetermining our pension cost for 2009, 2008 20@7, we used a discount rate of 7.50%,
6.25% and 5.75%, respectively, and an expectedretuplan assets of 7.50% for each year.

Certain of our foreign subsidiaries also sponsaisfza plans. Accounting and reporting for theseplequires the use of country-
specific assumptions for discount rates and expeaeties of return on assets. We apply a consistettiodology in determining the key
assumptions that, in addition to future experiesssgumptions such as mortality rates, are used bgatuaries to determine our liability and
expense for each of these plans. In determiningension cost for 2009, 2008 and 2007, we usedhiedgaverage discount rates of 5.7%,
5.2% and 4.7%, respectively, and weighted averageated returns on plan assets of 6.2%, 5.7% &8%,3espectively.

In 2009 and 2008, our actual return on plan assassa gain of $1.8 million and a loss of $13.2 ionil] respectively. Distress in the
financial markets has caused, among other thingerae volatility in security prices, severely diished liquidity and credit availability,
rating downgrades of certain investments and dieagimaluation of others. If actual returns continadoe below our expected rate of return, it
will impact the amount and timing of future contriltons and expense for these plans.

The most sensitive assumptions used in calculatieggxpense and liability of our pension planstheediscount rate and the expected
return on plan assets. A 50 basis point changertaiscount rate and expected return on plan aasstsnptions would have changed our
pension expense for the year ended September 89,B0approximately $1 million. A 50 basis pointdEase in our discount rate
assumptions would increase our projected beneligation as of September 30, 2009 by approximasd® million.
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Allowance for Accounts and Other Receival

Management judgment is required in assessing thectbility of customer accounts and other recbéiea, for which we generally do
not require collateral. We maintain allowancesdoubtful accounts for estimated losses resultinghfthe inability of our customers to make
required payments. In determining the adequachegtlowance for doubtful accounts, managementifpaty analyzes individual accounts
receivable, historical bad debts, customer conagatrs, customer credit-worthiness, current econauonditions, accounts receivable aging
trends and changes in our customer payment terorscidtomer base consists of large numbers of gpbgrally diverse customers disper
across many industries, and no individual custoroenprised more than 10% of our net accounts rebksviar any period presented. The
following table summarizes our accounts receivalple related reserve balances at September 30,a2@D2008:

September 30,

2009 2008
(Dollar amounts in
thousands)
Gross accounts receivalt $171,92( $206,66(
Allowances for doubtful accoun (5,329 (5,157
Net accounts receivah $166,59: $201,50¢
Accounts receivable reserves as a percentage &§ garounts receivak 3.1% 2.5%

If the financial condition of our customers deteated, additional allowances might be requiredyltes in future operating expenses
that are not included in the allowance for doub#fttounts. The allowance for bad debts as a pegemif gross accounts receivable varies
depending on the level and timing of quarterly reweas well as the timing of the resolution of dpeadly reserved doubtful accounts
receivable, either via collection or write-off.

Restructuring Charge

We periodically record restructuring charges réisglfrom restructuring our operations (includingisolidations and/or relocations of
operations), changes to our strategic plan, or gen responses to declines in demand, increasiatg, or other market factors. The
determination of restructuring charges requiresagament judgment and may include costs relatethfdayee benefits, such as costs of
severance and termination benefits, and estimétessts for future lease commitments on excesétfasi net of estimated future sublease
income. In determining the amount of the facilitidésrge, we are required to estimate such factofstare vacancy rates, the time require
sublet properties and sublease rates. These estiragd reviewed quarterly based on known realeestatket conditions and the credit-
worthiness of subtenants, and may result in renssto established facility reserves. We had $4lbamiaccrued as of September 30, 2009
related to excess facilities (compared to $11.Tionilat September 30, 2008), representing groseleammitments with agreements expiring
at various dates through 2013 of approximately $ifillion, net of committed sublease income of appnately $6.1 million and a present
value factor of $0.1 million.
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Liquidity and Capital Resources

September 30,
2009 2008 2007
(in thousands)
Cash and cash equivalel $235,12: $ 256,94: $263,27:
Activity for the year included the following
Cash provided by operating activiti $ 69,67¢ $ 222,24( $127,37-
Cash used by investing activiti (62,877) (287,03) (55,149
Cash (used) provided by financing activit (32,45)) 62,457 (1,029
Cash provided by operating activities includedftiilowing:
Cash disbursements for restructuring and othemgels (24,707 (25,080) (14,716
Cash used by investing activities included theofeihg:
Cash paid to acquire businesses, net of cash ac (32,790 (261,59 (27,120
Cash (used) provided by financing activities inelddhe following:
Net (repayments) borrowings under revolving créatility (31,95) 88,13¢ —
Repurchases of common stc (14,157 (27,297 (9,959

We invest our cash with highly rated financial ingtons and in diversified domestic and internatibmoney market mutual funds. The
portfolio is invested in short-term instrumentsetwsure cash is available to meet requirementsextede

Cash and cash equivalents
2009 compared to 2008
The decrease in cash and cash equivalents in 200pared to 2008 was due primarily to:
. $32.8 million used to acquire business
. $32.0 million used to repay borrowings under ouiobewg credit facility;
. $30.1 million used to purchase property and equignserd
. $14.2 million used to repurchase common sti

These uses of cash were partially offset by $69llfomof cash provided by operations.

2008 compared to 2007
The decrease in cash and cash equivalents in 200Bared to 2007 was due primarily to:
. $261.6 million used to acquire business
. $27.3 million used to repurchase common stock;
. $25.4 million used to purchase property and equign

These uses of cash were partially offset by:
. $222.2 million of cash provided by operations; i
. $88.1 million of net borrowings under our revolviagedit facility.
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Cash provided by operating activities
2009 compared to 2008
The decrease in cash provided by operating ae$vitias primarily due to:
. lower profitability (income before income taxes dEsed $101.7 million to $17.2 million in 2009 fré&418.9 million in 2008)
. income tax payments that were $22.3 million highe2009 compared to 2008; a
. lower deferred revenue amounts at the end of 206%hared to the end of 20C

These uses of cash were partially offset by loweeivables as of September 30, 2009 compared terSbpr 30, 2008. (Days sales
outstanding was 62 days as of the end of 2009 cardfa 61 days as of the end of 2008.)

2008 compared to 2007
The increase in cash provided by operating adtivitvas primarily due to:
. higher profitability (income before income taxesrigased $19.2 million to $118.9 million in 2008nr&99.7 million in 2007); ar
. higher receivables collections in 2008 compare20@7 (days sales outstanding decreased to 61 dayfslae end of 2008
compared to 74 days as of the end of 20

Days sales outstanding at the end of 2007 was selyaaffected by the timing of revenue recorded thedmpact of extended payment
term deals we offered to customers during 20072010b.

We provided extended payment terms greater thalwévmeonths on internally financed transactionsl(iding revenue and imputed
interest) accounting for approximately $26 millioneach of 2009 and 2008 and $29 million in 200theDassets in the accompanying
consolidated balance sheets include non-curreptu&lales from customers related to extended payteemt contracts totaling $10.5 million
and $16.3 million at September 30, 2009 and 208hectively.

Cash used by investing activities

2009 2008 2007
(in thousands)

Cash used by investing activities included theofeihg:

Acquisitions of businesses, net of cash acqt $(32,79() $(261,59) $(27,12()
Additions to property and equipme (30,087 (25,439 (24,057
Acquisition of remaining equity interest in a catked subsidian — — (3,979

$(62,87)  $(287,03)  $(55,149

We have completed acquisitions of businesses in @a2009, 2008 and 2007. In 2008, we paid, neash acquired, $247.5 million for
CoCreate. Our expenditures for property and equiproensist primarily of computer equipment, softeyasffice equipment and facility
improvements.
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Cash provided (used) by financing activities

2009 2008 2007
(in thousands)

Cash (used) provided by financing activities ineddhe following:

Net (repayments) borrowings under revolving créattlity $(31,95)) $ 88,13¢ $ —
Repurchases of common stc (14,157 (27,29 (9,957)
Payments of withholding taxes in connection witltireg of stoc-based award (4,389 (10,729 (6,539
Proceeds from issuance of common si 5,13¢ 12,70: 15,64¢
Excess tax benefits from stc-based award 13,09/ — —
Other (18%) (362) (18¢)

$(32,45) $62,45  $(1,029)

Share Repurchase Authorizatio

Our Board of Directors has authorized us to us®w§100 million of cash from operations to repusghahares of our common stock in
open market purchases. This authorization will expn May 31, 2010 unless earlier revoked. In 20@9repurchased 1.2 million shares at a
cost of $14.2 million leaving $80.6 million remaigi under our current authorization. In 2008, weurepased 1.7 million shares at a cost of
$27.3 million, including 1.4 million shares at astof $22.0 million under a prior authorization.2607, we repurchased 0.6 million shares at
a cost of $10.0 million. All shares of our commaock repurchased are automatically restored ttéeis of authorized and unissued. Future
repurchases of shares will reduce our cash balances

Credit Facility

We have a revolving credit facility with a bank djgate, under which we may borrow funds up to $280on, repay the same in whc
or in part and re-borrow at any time through Fely@®, 2011 when all amounts outstanding will be dad payable in full. Although we
have the contractual right to borrow these fundseunrthe credit facility, conditions in the crediairkets may preclude our ability to draw th
funds if we were to seek to do so.

On November 28, 2007, in connection with our adtjars of CoCreate, we borrowed $220 million undee tredit facility in two
tranches: $36 million that accrued interest atBbeodollar-based borrowing rate, and an alternateeacy loan of 124.6 million Euros,
equivalent to $184 million at the borrowing datbeT$36 million loan was repaid in full in 2008.dddition, to date we have repaid
85.0 million Euros of the alternate currency loajuding 23.3 million Euros in 2009. As of Septean30, 2009, we had 39.6 million Euros
outstanding under the revolving credit facility, iefhwas equivalent to $57.9 million on that dateeTurrent loan accrues interest at 1.8%
year and matures on February 26, 2010. Upon thelaige and subsequent due dates, we may eithsr tlgpamount outstanding or roll o\
the amount outstanding with new short term loarnth@athen current interest rates under the cradilitfy.

For a description of the terms and conditions efdtedit facility, including limitations on our dity to undertake certain actions, see
“Note H. Commitments and Contingencies” in the Ndt® Consolidated Financial Statements of this FboAK.

Expectations for Fiscal 201

We believe that existing cash and cash equivategether with cash generated from operations \eilsbfficient to meet our working
capital and capital expenditure requirements thncatdeast the next twelve months.
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During 2010, we expect to use cash to repurchasstawes and to repay the remaining amount outisignehder our revolving credit
facility. Capital expenditures are currently argitied to be approximately $25 million. In additiare expect to make cash disbursements
estimated at $15 million for restructuring chargesurred in 2009 and prior periods.

We have evaluated, and expect to continue to etgglpassible strategic transactions on an ongao@sgstand at any given time may be
engaged in discussions or negotiations with regpgoossible strategic transactions.

Our expected uses of cash could change, our castiopacould be reduced and we may incur additiaiednt obligations to the extent
we complete any significant acquisitions and/or aay amounts, settlements or judgments relatedjhifisant legal matters.

Contractual Obligations

We lease office facilities and certain equipmerdenmpperating leases that expire at various datesigh 2020, including an operating
lease agreement related to our headquarters affideedham, Massachusetts entered into in 200@hagpires in November 2012, subject
to certain renewal rights. These leases qualifyfmrating lease accounting treatment and, as avemot included on our balance sheet. At
September 30, 2009, our contractual obligatiorduding future minimum lease payments, net of sad#eincome, under noncancellable
operating leases, are as follows:

Payments due by period

Less thar More than
1- 3-
Contractual Obligations Total 1 year 3 years 5 years 5 years
(in millions)

Operating leases(: $110.¢ $ 36.C $50.7 $11.1 $ 117
Purchase obligations(. 26.C 17.c 7.C 14 0.3
Pension liabilities(3 48.4 3.€ 17.€ 19.1 8.1

Unrecognized tax benefits( 16.€ — — — —
Total $201.7 $ 57. $75.¢ $31.€ $ 20.1

(1) The future minimum lease payments above inchademum future lease payments for excess fadilitreet of expected sublease income
under existing sublease arrangements. See Note*Notes to Consolidated Financial Statem¢’

(2) Purchase obligations represent minimum commitmdue to third parties, including royalty contsacesearch and development
contracts, telecommunication contracts, informaterhnology maintenance contracts in support efrival-use software and hardware
and other marketing and consulting contracts. @Gatdrfor which our commitment is variable basedanomes, with no fixed minimur
guantities, and contracts that can be cancelldibwitpayment penalties have been excluded. Thénasecobligations included above
are in addition to amounts included in currentiliibs recorded on our September 30, 2009 conatdidi balance shet

(3) These obligations relate to our U.S. and irdgamal pension plans. These liabilities are nbjext to fixed payment terms. Payments
have been estimated based on the plans’ curredéefustatus and actuarial assumptions. In additvenmnay, at our discretion, make
additional voluntary contributions to the planse$&te M of* Notes to Consolidated Financial Statem” for further discussior

(4) As of September 30, 2009, we had recorded twtacognized tax benefits of $16.9 million ($1&illion net of tax benefits from other
jurisdictions). This liability is not subject taxed payment terms and the amount and timing of gaysn if any, which we will mak
related to this liability are not known. See Not@{“Notes to Consolidated Financial Statem” for additional information
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As of September 30, 2009, we had letters of camtt bank guarantees outstanding of approximateB/ #lion (of which $1.4 million
was collateralized), primarily related to the leaseur headquarters in Needham, Massachusetts.

Off-Balance Sheet Arrangements

We have not created, and are not party to, anyidgaerpose or off-balance sheet entities for thgppse of raising capital, incurring
debt or operating parts of our business that areamsolidated (to the extent of our ownershiprigéetherein) into our financial statements.
We have not entered into any transactions with nseclidated entities whereby we have subordinatidned interests, derivative instrume
or other contingent arrangements that expose material continuing risks, contingent liabilities, any other obligation under a variable
interest in an unconsolidated entity that provifileancing, liquidity, market risk or credit risk gport to us.

Recent Accounting Pronouncements

For a description of recent accounting pronouncemeee “Note B. Summary of Significant AccountiPgjicies” in the Notes to
Consolidated Financial Statements of this Form 10-K

ITEM 7A. Quantitative and Qualitative Disclosures @out Market Risk

We face exposure to financial market risks, inalgdadverse movements in foreign currency exchaaigs and changes in interest
rates. These exposures may change over time asebagiractices evolve and could have a materigradvmpact on our financial results.

Foreign currency exchange ri:

Our earnings and cash flows are subject to flutinatdue to changes in foreign currency exchangs.r®ur most significant foreign
currency exposures relate to Western European gesirsind Japan. We enter into various hedgingaciogs to manage this risk. We do not
enter into or hold foreign currency derivative ficzl instruments for trading or speculative pugsos

Our non-U.S. revenues generally are transactedghrour non-U.S. subsidiaries and typically areotieinated in their local currency.
In addition, our non-U.S. expenses that are incuiogeour non-U.S. subsidiaries typically are dermated in their local currency.
Approximately 63%, 66% and 61% of our total revemas from sales to customers outside of North Acaein 2009, 2008 and 2007,
respectively. Approximately 50%, 52% and 46% of tmtal expenses were incurred by our subsidiaesiciled outside of North America
2009, 2008 and 2007, respectively.

Our exposure to foreign currency exchange rateufations arises in part from intercompany transasti with most intercompany
transactions occurring between a U.S. dollar fumeti currency entity and a foreign currency denated entity. Intercompany transactions
typically are denominated in the local currencyhaf non-U.S. subsidiary in order to centralize ifgmecurrency risk. Also, both PTC (the
parent company) and our non-U.S. subsidiaries magact business with our customers and vend@ginrency other than their functional
currency (transaction risk). In addition, we arp@sed to foreign exchange rate fluctuations aditlaacial results and balances of our non-
U.S. subsidiaries are translated into U.S. doffesislation risk). If sales to customers outsitlthe United States increase, our exposure to
fluctuations in foreign currency exchange ratedamcrease.

Our foreign currency risk management strategy iiscpally designed to mitigate the future potenfiahncial impact of changes in the
U.S. dollar value of balances denominated in fareigrrency, resulting from changes in foreign cocseexchange rates. Our foreign curre
hedging program uses forward contracts to
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manage the foreign currency exposures that exishdf our ongoing business operations. The actgprimarily are denominated in
European currencies and Japanese Yen, and havatieatof less than three months.

Generally, we do not designate foreign currencyéod contracts as hedges for accounting purpords;lzanges in the fair value of
these instruments are recognized immediately iniegs. Because we enter into forward contracts aslgn economic hedge, any gain or
on the underlying foreign-denominated balance waeladffset by the loss or gain on the forward amitrGains and losses on forward
contracts and foreign denominated receivables agédlpes are included in other expense, net.

As of September 30, 2009 and 2008, we had outstgridiward contracts with notional amounts equinate the following:

September 30,
Currency Hedged 2009 2008
(in thousands)
Euro/U.S. Dollal $ 6150: $ 61,67¢
British Pound/Eurc 24,03¢ 24,96¢
Indian Rupee/U.S. Dolle 19,96¢ 19,93(
Chinese Renminbi/U.S. Doll; 4,567 12,28¢
Japanese Yen/U.S. Doll 4,84: 10,07:
All other 15,00¢ 25,76¢
Total $129,92: $154,70(

Debt

As of September 30, 2009, the amount outstandidgruour variable-rate revolving credit facility wa8.6 million Euros, which was
equivalent to $57.9 million on that date. The cotlean matures on February 26, 2010 and accriexest at 1.8% per annum. Upon the due
date, and subsequent due dates, we may either tiepaynount outstanding or roll over the amounstamiding with new short term loans at
the then current interest rates under the credilitia This Euro-denominated loan is subject teeign currency rate risk. Additionally, the
entire amount is subject to interest rate risknéeréest rates will be adjusted at the respectiveddite to the extent such amounts are not re
The impact would be partially mitigated by the fiog rate interest earned on excess cash. If thasea hypothetical 10% change in interest
rates, the annual net impact to earnings and d¢asis fvould be approximately $0.1 million. This hypetical change in cash flows and
earnings has been calculated based on the borrswingtanding at September 30, 2009 and the cuntenést rate of 1.8% per annum
applied over a one-year period.

Cash and cash equivalents

As of September 30, 2009, cash equivalents wekstad in highly liquid investments with maturitigfsthree months or less when
purchased. We invest our cash with highly ratedrfaial institutions in North America, Europe andaABacific and in diversified domestic
and international money market mutual funds. Att&eyrer 30, 2009, we had cash and cash equivale®& @ million in the United States,
$100.8 million in Europe, $25.4 million in Japarde$81.7 million in other non-U.S. countries, pripedlly in Asia-Pacific. Given the short
maturities and investment grade quality of thefptict holdings at September 30, 2009, a hypothkfi6& change in interest rates would not
materially affect the fair value of our cash andtcaquivalents.

Our invested cash is subject to interest rate dlttdns and, for non-U.S. operations, foreign qwryerisk. In a declining interest rate
environment, we would experience a decrease indsténcome. The opposite holds true in a risingrst rate environment. Over the past
several years, the U.S. Federal Reserve BoardpEaroCentral Bank and Bank of England have chaocgedin benchmark interest rates,
which have led to declines
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and increases in market interest rates. These eBangnarket interest rates have resulted in fatans in interest income earned on our cash
and cash equivalents. Interest income will contitwuftuctuate based on changes in market inteegssrand levels of cash available for
investment. Our consolidated cash balances weradted favorably by $3.8 million and $8.6 million2009 and 2007, respectively, and
unfavorably in 2008 by $4.0 million by the strergiting and weakening, respectively, of foreign aweres relative to the U.S. dollar,
particularly the Euro and the Japanese Yen.

ITEM 8.  Financial Statements and Supplementary Dat
The consolidated financial statements and notéset@onsolidated financial statements are attaaBe®PPENDIX A.

ITEM 9. Changes in and Disagreements with Accountants on Acunting and Financial Disclosure
None.

ITEM 9A.  Controls and Procedures
Evaluation of Disclosure Controls and Procedur

Our management maintains disclosure controls ancepiures as defined in Rules 13a-15(e) and 15d-U&¢ker the Securities
Exchange Act of 1934, as amended (the “Exchang® &t are designed to provide reasonable assardnat information required to be
disclosed in our reports filed or submitted undher Exchange Act is processed, recorded, summaaizetdeported within the time periods
specified in the SEC'’s rules and forms, and thahsaformation is accumulated and communicatedutoneanagement, including our Chief
Executive Officer and Chief Financial Officer (qunincipal executive officer and principal financ@ficer, respectively), as appropriate, to
allow for timely decisions regarding required distire.

As required by SEC Rule 13a-15(b), we carried out\aaluation, under the supervision and with théigpation of management,
including our principal executive and principaldircial officers, of the effectiveness of the desigd operation of our disclosure controls and
procedures as of the end of the period coveretiisyAnnual Report. Based on this evaluation, wechated that our disclosure controls and
procedures were effective at the reasonable assutawvel as of September 30, 2009.

Managemen's Annual Report on Internal Control over FinanciaReporting

Our management is responsible for establishingnaaidtaining adequate internal control over finah@aorting. Internal control over
financial reporting is defined in Rules 13a-15¢fipal5d-15(f) of the Exchange Act as a process dedidpy, or under the supervision of, our
principal executive and principal financial offisesind effected by our board of directors, managéwah other personnel, to provide
reasonable assurance regarding the reliabilitynaiiicial reporting and the preparation of finansiatements for external purposes in
accordance with generally accepted accounting ipieeand includes those policies and proceduias th

. Pertain to the maintenance of records that in regtsle detail accurately and fairly reflect the s@ctions and dispositions of our
assets

. Provide reasonable assurance that transactiome@reled as necessary to permit preparation afiiahstatements in accordar
with generally accepted accounting principles, #ad our receipts and expenditures are being maljermaccordance with
authorizations of our management and directors;

. Provide reasonable assurance regarding preventiomely detection of unauthorized acquisition, vselisposition of our assets
that could have a material effect on the finansfatements
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Because of its inherent limitations, internal cohtiver financial reporting may not prevent or @¢taisstatements. Projections of any
evaluation of effectiveness to future periods atgexct to the risk that controls may become inadegjbecause of changes in conditions, or
that the degree of compliance with the policieprocedures may deteriorate.

Our management assessed the effectiveness oftetmahcontrol over financial reporting as of Sepler 30, 2009 using the criteria set
forth by the Committee of Sponsoring Organizatiohthe Treadway Commission (COSO)limernal Control-Integrated FrameworkBased
on this assessment and those criteria, our managemecluded that, as of September 30, 2009, aerrial control over financial reporting
was effective.

The effectiveness of our internal control over fioial reporting as of September 30, 2009 has beéiteal by PricewaterhouseCoopers
LLP, an independent registered public accounting,fas stated in their report, which appears uitder 8.

Change in Internal Control over Financial Reporting

There was no change in our internal control oveairfcial reporting (as defined in Rules 13a-15(f) &8d-15(f) under the Exchange
Act) that occurred during the quarter ended Sepéer@d, 2009 that has materially affected, or isoeably likely to materially affect, our
internal control over financial reporting.

ITEM 9B.  Other Information
Election of Director

On November 19, 2009, PTC's Board of Directorsteldédir. Paul A. Lacy as a Class Il Director effeetas of December 1, 2009 to
serve until the 2010 Annual Meeting of Stockholders

Mr. Lacy, age 62, was President and Secretary on&s Incorporated from May 2006 through June 28@®r to that, Mr. Lacy served
as President, Chief Financial and Administrativécef, Treasurer and Secretary of Kronos from Nowern005 through April 2006, and as
Executive Vice President and Chief Financial andnidstrative Officer of Kronos from April 2002 thugh October 2005.

It has not yet been determined whether Mr. Lacy vdlappointed to any committees of the Board.

Mr. Lacy’s compensation as a director for the autrgeear is set forth in the table below.

Compensation Type Value Explanation of Terms

Meeting Fee $2,000 Payable for each meeting of the Board of Directors of
any committee on which he serves that he atte

Annual Cash Retaint $8,750(1)

Annual Equity Retainer $42,217(1 Restricted stock that vests on the earlier of tite df the
2010 Annual Meeting of Stockholders and March T8,®
provided he remains a director on such ¢

New Director Retention Equity Gra $255,000 Restricted stock that vests in two substantiallyatq

installments on each of December 1, 2010 and 2011,
provided he remains a director on those d:

(1) The annual cash retainer and annual equity retaireg pr-rated for the remaining portion of the current yieawill serve
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Consulting Agreement with a Director

On November 19, 2009, we entered into a Consuligrgement with Professor Michael Porter, a direofd?TC. Under the agreement,
Professor Porter will consult with our executivesstrategic matters and participate in preparing@esenting executive management
seminars sponsored by us. In consideration forigimny the strategic consulting services, we madae&time grant of 12,995 shares of
restricted stock to Professor Porter, 6,498 of thidl vest on November 19, 2010 and 6,497 of whigh vest on November 19, 2011.
Professor Porter will also receive a fee of $15fa@@ach executive management seminar in whigbelticipates at our Boston-area
Corporate Visitor Center and a fee of $30,000 perisar for participation in other PTC-sponsoredceiti@e management seminars, up to an
aggregate amount of $200,000 in such fees oveetheof the agreement. The agreement will terminatdlovember 19, 2011 unless earlier
terminated by either party. If we terminate theeggnent without cause, vesting of all the shardsheihccelerated to the termination date. If
the agreement is terminated by us for cause ortfe&sor Porter, all unvested shares of restristieck will be forfeited.
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PART IlI

ITEM 10.  Directors, Executive Officers and Corporae Governance

The information required by this item with resptcbur directors and executive officers, includihg qualifications of certain members
of the Audit Committee of our Board of Directorsayrbe found in the sections captioned “Propos&ldct Three Directors,” “Our
Directors,” “The Committees of the Board,” “CertdRelationships” and “Section 16(a) Beneficial Ovwaléip Reporting Compliance”
appearing in our 2010 Proxy Statement. We incotpdteat information into this Iltem 10 by reference.

Our executive officers are:

Name Age  Position

C. Richard Harrisol 54 Chief Executive Office

James E. Heppelmai 45 President and Chief Operating Offic

Barry F. Coher 65 Executive Vice President, Strategic Services amthPes
Paul J. Cunninghat 47 Executive Vice President, Worldwide Sa

Anthony DiBona 54 Executive Vice President, Global Maintenance Suf
Robert C. Gremle 44 Executive Vice President, Corporate Market
Cornelius F. Mose 51 Executive Vice President and Chief Financial Offi
Brian A. Shepher 44 Executive Vice President, Product Developrr

Aaron C. von Staal 43 Corporate Vice President, General Counsel and ey

Mr. Harrison has been our Chairman and Chief Exee@@fficer since March 2009. Prior to that, Mr.rdson served as our Chief
Executive Officer and President from March 2000/&rch 2009. Mr. Harrison joined PTC in 1987.

Mr. Heppelmann has been our President and Chiefa@ipg Officer since March 2009. Prior to that, Meppelmann served as our
Executive Vice President and Chief Product Offftem February 2003 to March 2009. Mr. Heppelmaringd PTC in 1998.

Mr. Cohen has been our Executive Vice Presiderat&jic Services and Partners since August 2002Clhen joined PTC in 1998.
Mr. Cunningham has been our Executive Vice Presjd&oridwide Sales since October 2002. Mr. Cunnarghoined PTC in 1988.
Mr. DiBona has been our Executive Vice Presideftp& Maintenance Support since April 2003. Mr. Dif& joined PTC in 1998.

Mr. Gremley has been our Executive Vice Presidéotporate Marketing since March 2009. Prior to,that Gremley served as
Divisional Vice President, Marketing from Octob&05 to March 2009 and as Senior Vice Presidentk&targ from October 2004 to
September 2005. Mr. Gremley joined PTC in 1989.

Mr. Moses has been our Executive Vice PresidentCGindf Financial Officer since June 2003. Mr. Mogesed PTC in 2003.

Mr. Shepherd has been our Executive Vice Presidrntuct Development since March 2009. Prior td, thia. Shepherd served as
Divisional Vice President, Product Management fl@ntober 2005 to March 2009, as Senior Vice Presjdaoduct Management from May
2005 to September 2005, and as Senior Vice Prasitiechnical Marketing from October 2004 to May 20Mr. Shepherd joined PTC in
1996.
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Mr. von Staats has been Corporate Vice Presidemel Counsel and Secretary since March 2008: ®rthat, he served as Senior
Vice President, General Counsel and Clerk from &ayr2003 to February 2008. Mr. von Staats join€@ ki 1997.

Code of Business Conduct and Ethics

We have adopted a Code of Ethics for Senior Exee@ifficers that applies to our Chief Executivei€df, President, Chief Financial
Officer, and Controller, as well as others. A cabyhe Code of Ethics for Senior Executive Officerpublicly available on our website at
www.ptc.com. If we make any substantive amendmientise Code of Ethics for Senior Executive Officergrant any waiver, including any
implicit waiver, from the Code of Ethics for Seniexecutive Officers, to our Chief Executive Offic@®resident, Chief Financial Officer or
Controller, we will disclose the nature of such aadment or waiver in a current report on Form 8-K.

ITEM 11.  Executive Compensation

Information with respect to director and executteenpensation may be found under the headings cegatitDirector Compensation,”
“Compensation Discussion and Analysis” and “ExaetCompensation” appearing in our 2010 Proxy StatgnSuch information is
incorporated herein by reference.

ITEM 12.  Security Ownership of Certain Beneficial Owners andManagement and Related Stockholder Matter:

Information required by this item with respect &zgrity ownership and our equity compensation ptaag be found under the headings
captioned “Information About PTC Common Stock Ovalép” and “Equity Compensation Plan Information’oar 2010 Proxy Statement.
Such information is incorporated herein by refeeenc

ITEM 13.  Certain Relationships and Related Transactions, an®irector Independence

Information with respect to this item may be fownrdler the headings “Independence,” “Review of Taatiens with Related Persons”
and “Transactions with Related Persons” appeariraur 2010 Proxy Statement. Such information isiporated herein by reference.

ITEM 14.  Principal Accountant Fees and Service

Information with respect to this item may be foundler the headindriformation About Our Independent Registered Puhticounting
Firm” appearing in our 2010 Proxy Statement. Suébrination is incorporated herein by reference.
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PART IV

ITEM 15.  Exhibits and Financial Statement Schedules

(a) Documents Filed as Part of Form 10-K

1.  Financial Statemer
Consolidated Balance Sheets as of September 30,&00D200¢ F-1
Consolidated Statements of Operations for the yeaded September 30, 2009, 2008 and : F-2
Consolidated Statements of Cash Flows for the ye@ided September 30, 2009, 2008 and . F-3
Consolidated Statements of Stockhol’ Equity for the years ended September 30, 20098 20d 200" F-4
Consolidated Statements of Comprehensive Incomtéoyears ended September 30, 2009, 2008 and F-5
Notes to Consolidated Financial Stateme F-6
Report of Independent Registered Public AccourfEing F-39

2. Financial Statement Schedu

Schedules have been omitted since they are eitieequired, not applicable, or the informatiomteerwise included in the Financial
Statements per Item 15.1 above.

3. Exhibits
The list of exhibits in the Exhibit Index is incamated herein by reference.

(b) Exhibits
We hereby file the exhibits listed in the attackedhibit Index.

(c) Financial Statement Schedules
None.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{(the Securities Exchange Act of 1934, the Regyigthas duly caused this report to
be signed on its behalf by the undersigned, théoedmy authorized on the 24th day of November, 200

P ARAMETRIC T ECHNOLOGY C ORPORATION

By: /s/ C.RICHARD H ARRISON
C. Richard Harrison
Chief Executive Officer
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POWER OF ATTORNEY

We, the undersigned officers and directors of PatdmTechnology Corporation, hereby severally tituie Cornelius F. Moses, Il a
Aaron C. von Staats, Esq., and each of them siogiytrue and lawful attorneys with full power teet, and each of them singly, to sign for
us and in our names in the capacities indicateasMbahy and all subsequent amendments to this regoadtto file the same, with exhibits
thereto and other documents in connection therewith the Securities and Exchange Commission,byeratifying and confirming all that
each of said attorneys-in-fact may do or causetddme by virtue hereof.

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed bélpthe following persons on
behalf of the Registrant and in the capacitiesca@id below, on the 24th day of November, 2009.

Signature Title.
(i) Principal Executive Officet

/s/ C. RcHARD H ARRISON Chief Executive Officer
C. Richard Harrison

(i) Principal Financial and Accounting Office

/s/  CoRNELIUSF. M osEs, Il Executive Vice President and Chief Financial Office
Cornelius F. Moses, lll

(iii) Board of Directors:

/s/ C. RCHARD H ARRISON Chairman of the Board of Directors
C. Richard Harrison

/s/  NOEL G. POSTERNAK Lead Independent Director
Noel G. Posternak

/s/ RoBERTN. G OLDMAN Director
Robert N. Goldman

/s/  DoNALD K. G RIERSON Director
Donald K. Grierson

/sl JAmES E. H EPPELMANN Director
James E. Heppelmann

/s  MicHAEL E. PORTER Director
Michael E. Porter

/s/ ROBERTP. SCHECHTER Director
Robert P. Schechter
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Exhibit
Number

3.1(a —

310 —

3.1cc —

3.1d —

3.1(e —

31(f)  —

4.1 —

10.1.1r —
10.1.22 —
10.1.3 —
1014 —
10.1.5 —

10.1.66 —

EXHIBIT INDEX

Exhibit

Restated Articles of Organization of Parametrichiredogy Corporation adopted February 4, 1993 (fdedeExhibit 3.1 to
our Quarterly Report on Form 10-Q for the fiscahgar ended March 30, 1996 (File No18059) and incorporated her
by reference)

Articles of Amendment to Restated Articles of Orgation adopted February 9, 1996 (filed as Exhhilt(b) to our
Registration Statement on Forr-8 (Registration No. 3:-01297) and incorporated herein by referen

Articles of Amendment to Restated Articles of Orgation adopted February 13, 1997 (filed as Exhibiib) to our
Registration Statement on Forr-8 (Registration No. 3:--22169) and incorporated herein by referen

Articles of Amendment to Restated Articles of Origation adopted February 10, 2000 (filed as Ext8hbitto our
Quarterly Report on Form 10-Q for the fiscal quaeteded April 1, 2000 (File No. 0-18059) and inawgted herein by
reference)

Certificate of Vote of Directors establishing Serke Junior Participating Preferred Stock (filedeahibit 3.1(e) to our
Annual Report on Form 10-K for the fiscal year esh@ptember 30, 2000 (File No. 0-18059) and inaated herein by
reference)

Articles of Amendment to Restated Articles of Orgation adopted February 28, 2006 (filed as ExI8hi{f) to our
Quarterly Report on Form 10-Q for the fiscal quaeteded April 1, 2006 (File No. 0-18059) and incwgted herein by
reference)

By-Laws, as amended and restated, of Parametrionbémgy Corporation (filed as Exhibit 3.2 to our@terly Report on
Form 1(-Q for the fiscal quarter ended April 4, 2009 (Mle. (-18059) and incorporated herein by referen

Rights Agreement effective as of January 5, 20@ivéen Parametric Technology Corporation and Amartgtck
Transfer & Trust Company (filed as Exhibit 4.1 tar &nnual Report on Form 10-K for the fiscal yeaded September
30, 2000 (File No.-18059) and incorporated herein by referen

Parametric Technology Corporation 2000 Equity ItisenPlan (filed as Exhibit 10.3 to our Current Repon Form 8-K
dated March 10, 2009 (File No-18059) and incorporated herein by referen

Form of Restricted Stock Agreement (Non-Employee&or) (filed as Exhibit 10.2 to our Quarterly Refpon Form 10-
Q for the fiscal quarter ended April 4, 2009 (Mle. (-18059) and incorporated herein by referen

Form of Restricted Stock Agreement (Employee) dfées Exhibit 10.2 to our Quarterly Report on Foi®aLfor the fisca
quarter ended July 2, 2005 (File N--18059) and incorporated herein by referen

Form of Restricted Stock Unit Certificate (U.Si)ed as Exhibit 10.3 to our Quarterly Report onfRdr0-Q for the fiscal
quarter ended July 2, 2005 (File N--18059) and incorporated herein by referen

Form of Restricted Stock Unit Certificate (Non-U.8iled as Exhibit 10.4 to our Quarterly Reportorm 10-Q for the
fiscal quarter ended July 2, 2005 (File N-18059) and incorporated herein by referen

Form of Incentive Stock Option Certificate (filed Bxhibit 10.5 to our Quarterly Report on Form 1@eQthe fiscal
quarter ended July 2, 2005 (File N--18059) and incorporated herein by referen
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Exhibit
Number

10.1.7

10.1.8

10.2*

10.3*

10.4

10.6*

10.7*

10.8*

10.9*
10.10*

10.11*

10.12*
10.13

10.14

10.15

Exhibit
Form of Nonstatutory Stock Option Certificate (filas Exhibit 10.6 to our Quarterly Report on Foi®rQl for the fiscal
quarter ended July 2, 2005 (File N-18059) and incorporated herein by referen

Form of Stock Appreciation Right Certificate (filed Exhibit 10.7 to our Quarterly Report on FormQ€or the fiscal
quarter ended July 2, 2005 (File N-18059) and incorporated herein by referen

Parametric Technology Corporation 1997 IncentivacEOption Plan (filed as Exhibit 10.2 to our Qealt Report on Form
10-Q for the fiscal quarter ended July 3, 2004 (Fite £-18059) and incorporated herein by referen

Amendment to Parametric Technology Corporation 188éntive Stock Option Plan (filed as Exhibit 1@2our Quarterly
Report on Form 1-Q for the fiscal quarter ended March 31, 2001 (RNite (-18059) and incorporated herein by referen

Parametric Technology Corporation 1997 Nonstatugiock Option Plan (filed as Exhibit 10.4 to ourg@erly Report on
Form 1(-Q for the fiscal quarter ended July 3, 2004 (Fite £-18059) and incorporated herein by referen

Parametric Technology Corporation 1996 DirectomEOption Plan, as amended (filed as Exhibit 16.dur Annual
Report on Form 1-K for the fiscal year ended September 30, 199% (Ni». (-18059) and incorporated herein by referen

Amended and Restated Executive Agreement with €hdd Harrison, Chief Executive Officer, dated JA6e2008 (filed
as Exhibit 10.1 to our Current Report on Form 8&fed June 27, 2008 (File No. 0-18059) and incotpdrherein by
reference)

Form of Amended and Restated Executive Agreemdetehinto with each of Mr. Moses, Mr. Cohen, Mun@ingham,
Mr. Heppelmann, Mr. DiBona, and Mr. von Staatseffiks Exhibit 10.2 to our Current Report on Fori @ated June 27,
2008 (File No. -18059) and incorporated herein by referen

Consulting Agreement with Michael E. Porter datea/émber 19, 200¢

2009 Executive Cash Incentive Performance Plaedfis Exhibit 10 to our Current Report on Form 8aited November 9,
2009 (File No. -18059) and incorporated herein by referen

Director compensation information (filed as Exhib@t.4 to our Quarterly Report on Form 10-Q forfikeal quarter ended
April 4, 2009 (File No. 0-18059), in Item 5.02 airoCurrent Report on Form 8-K dated September @89ZFile No. O-
18059) and in Item 9B of this Annual Report on FAdaK for the fiscal year ended September 30, 26@€ No. 0-18059)
and incorporated herein by referenc

Compensatory arrangements with Executive Offic

Lease dated December 14, 1999 by and between Pd 8aston Properties Limited Partnership (filed akikit 10.21 to ou
Annual Report on Form 10-K for the fiscal year eh&eptember 30, 2000 (File No. 0-18059) and ina@ated herein by
reference)

Amended and Restated Lease Agreement dated aswafryal, 1995 between United Trust Fund Limitedri®aship and
Computervision Corporation (filed as Exhibit 1018¢he Annual Report on Form 10-K of Computervis@@orporation for
the fiscal year ended December 31, 1995 (File -7760/(-20290) and incorporated herein by referen

Credit Agreement dated February 21, 2006 by anchgm®@rametric Technology Corporation, KeyBank Nwatlo
Association, Bank of America, N.A., Citizens Barfilassachusetts, Sovereign Bank, Citicorp USA,,I13BMorgan Chase
Bank, N.A. and Wachovia Bank, National Associafffiled as Exhibit 10.1 to our Quarterly Report aoriif 10-Q for the
fiscal quarter ended April 1, 2006 (File N-18059) and incorporated herein by referen
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Exhibit
Number Exhibit
21.1 — Subsidiaries of Parametric Technology Corporat
23.1 — Consent of PricewaterhouseCoopers LLP, an indep¢megistered public accounting firi
31.1 — Certification of the Chief Executive Officer Pursiido Exchange Act Rules 13(a)-14(a) and
15¢-14(a).
31.2 — Certification of the Chief Financial Officer Pursido Exchange Act Rules 13(a)-14(a) and
15c¢-14(a).
32** — Certification of Periodic Financial Report Pursuanii8 U.S.C. Section 135
* Identifies a management contract or compensatany @t arrangement in which an executive officedioector of PTC participate

**  Indicates that the exhibit is being furnished witfs report and is not filed as a part o
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PARAMETRIC TECHNOLOGY CORPORATION

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

ASSETS
Current asset:
Cash and cash equivalel
Accounts receivable, net of allowance for doubsfttounts of $5,329 and $5,151 at
September 30, 2009 and 2008, respecti
Prepaid expenst
Other current asse
Deferred tax asse
Total current asse
Property and equipment, r
Goodwill
Acquired intangible assets, r
Deferred tax asse
Other asset
Total asset

LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Revolving credit facility
Accounts payabl
Accrued expenses and other current liabili
Accrued compensation and bene
Accrued income taxe
Deferred tax liabilitie:
Customer advance
Deferred revenu
Total current liabilities
Deferred tax liabilitie:
Deferred revenu
Other liabilities
Total liabilities
Commitments and contingencies (Note
Stockholder' equity:
Preferred stock, $0.01 par value; 5,000 shareodn#d; none issue
Common stock, $0.01 par value; 500,000 shares apditlp 115,950 and 115,726 shares issue
and outstanding at September 30, 2009 and 20Q& ategely
Additional paic-in capital
Accumulated defici
Accumulated other comprehensive |

Total stockholdel' equity
Total liabilities and stockholde’ equity

APPENDIX A

September 30,

2009 2008
$ 235,12 $ 256,94
166,59: 201,50
24,16¢ 28,47
77,85¢ 82,13¢
42,73 28,43
546,46t 597,49
58,10¢ 55,25!
428,26t 405,19
168,24¢ 182,34
110,19: 71,17
38,93 38,11
$1,350,21 $ 1,349,57;
$ 57,88 $ 88,50t
13,29: 16,71(
44,05 58,70:
85,98« 83,43:
9,22: 24,12:
21€ 244
51,89: 43,80:
228,89 250,83
491,43 566,35:
29,16« 30,76¢
5,37¢ 7,457
62,65¢ 42,47(
588,63 647,04
1,16( 1,157
1,822,54. 1,778,69-
(1,028,52) (1,060,05()
(33,595 (17,276
761,58: 702,52!
$1,350,21 $ 1,349,57;

The accompanying notes are an integral part oktheasolidated financial statements.
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PARAMETRIC TECHNOLOGY CORPORATION

CONSOLIDATED STATEMENTS OF OPERATIONS

Revenue:
License
Service
Total revenue
Costs and expenses:
Cost of license revent
Cost of service revent
Sales and marketir
Research and developmt
General and administratiy
Amortization of acquired intangible ass
In-process research and developn
Restructuring and other char¢
Total costs and expens
Operating income
Interest incomt
Interest expens
Other expense, n
Income before income tax
(Benefit from) provision for income tax
Net income

Earnings per share—Basic

Earnings per share—Diluted

Weighted average shares outstan—Basic
Weighted average shares outstan—Diluted

(in thousands, except per share data)

Year ended September 30,

2009

2008

2007

$212,71( $ 332,38 $317,30:
725,47 737,95( 623,97
938,18t 1,070,33 941,27
29,96: 30,12: 17,54:
279,79 300,66 273,26t
301,36¢ 306,88 292,21!
188,50: 182,02: 162,35
80,67( 87,82¢ 79,77
15,62( 15,57¢ 7,467

30C 1,881 544
22,671 20,10: 15,34"
918,89 945,08t 848,51
19,29¢ 125,24! 92,76¢
4,557 10,05¢ 9,86¢
(3,199) (7,829) (58%)
(3,484) (8,597) (2,399
17,171 118,88( 99,66(
(14,357 39,18« (43,996
$ 31,52 $  79,70: $143,65
$  0.27 $  0.7¢ $  1.27
$ 027 $  0.6¢ $ 1.2
114,95( 113,70: 112,73
117,35¢ 117,87 117,49

The accompanying notes are an integral part oktheasolidated financial statements.
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PARAMETRIC TECHNOLOGY CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)

Cash flows from operating activitie

Net income

Adjustments to reconcile net income to net caskigea by operating activitie:
Stocl-based compensatic
Depreciation and amortizatic
Provision for loss on accounts receiva
Benefit from deferred income tax
Excess tax benefits from stc-based award
In-process research and developm
Non-cash loss on liquidation of subsidiar
Other nor-cash costs (credits), n

Changes in operating assets and liabilities, exatuthe effects of acquisition

Accounts receivabl
Accounts payable and accrued expet
Customer advance
Accrued compensation and bene
Deferred revenu
Accrued income taxes, net of income tax receiv
Other current assets and prepaid expe
Other noncurrent asse
Other noncurrent liabilitie
Net cash provided by operating activities
Cash flows from investing activitie
Additions to property and equipme
Acquisitions of businesses, net of cash acqt
Acquisition of remaining equity interest in a caniled subsidian
Net cash used by investing activities
Cash flows from financing activitie
Borrowings under revolving credit facili
Repayment of borrowings under revolving creditlfgc
Proceeds from issuance of common sl
Excess tax benefits from stc-based award
Payments of withholding taxes in connection witltirey of stoc-based award
Repurchases of common stc
Payments of capital lease obligatic
Net cash (used) provided by financing activitie
Effect of exchange rate changes on cash and casvadnts
Net (decrease) increase in cash and cash equivake
Cash and cash equivalents, beginning of
Cash and cash equivalents, end of yei

Year ended September 30,

2009 2008 2007
$ 31,52 $ 79,70:  $143,65(
43,32¢ 44,39¢ 36,44t
61,61 60,02 39,19¢
1,60¢ 2,397 1,91¢
(55,41 (2,740) (70,65¢)

(13,099 — —
30C 1,881 544

— 6,20¢ —
117 362 15€
55,34’ 42,00¢ (2,789
(20,999 (14,00%) (7,349
— — 232
2,121 762 3,781
(20,409) 2,071 (2,387)
(11,906 7,31¢ 9,987
2,38¢ 114 (1,079
(1,670) (6,862) (22,85%)
(5,187) (1,409 (1,449)
69,67¢ 222, 24( 127,37
(30,087 (25,439) (24,057
(32,790  (261,59) (27,120)
— — (3,979
(62,87)  (287,03) (55,149

= 220,00( —

(31,95)  (131,86) —
5,13¢ 12,70: 15,64¢
13,09: 16¢ 30¢
(4,389 (10,729 (6,539
(14,157 (27,297 (9,952)
(18€) (531) (496)
(32,45Y) 62,45’ (1,024)
3,83¢ (3,996) 8,62-
(21,819 (6,330) 79,82:
256,94 263,27 183,44
$235,12:  $256,94:  $26327:

The accompanying notes are an integral part oktheasolidated financial statements.
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PARAMETRIC TECHNOLOGY CORPORATION

CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY

Balance as of October 1, 2006
Common stock issued for employee s-based award

Shares surrendered by employees to pay taxesddta

restricted stock unit
Compensation expense from st-based award
Tax benefit realized from sto-based award
Net income
Repurchases of common stc
Foreign currency translation adjustm
Change in unrealized gain on investme
Change in pension benefits, net of
Balance as of September 30, 2007
Common stock issued for employee s-based award

Shares surrendered by employees to pay taxesddta

restricted stock unit
Compensation expense from st-based award
Tax benefit realized from sto-based award
Net income
Repurchases of common stc
FIN 48 beginning retained earnings adjustn
Foreign currency translation adjustm
Change in pension benefits, net of
Balance as of September 30, 2008
Common stock issued for employee s-based award

Shares surrendered by employees to pay taxesddta

restricted stock unit
Compensation expense from st-based award
Tax benefit realized from sto-based award
Net income
Repurchases of common stc
Foreign currency translation adjustm
Change in pension benefits, net of

Balance as of September 30, 20(

(in thousands)

Common Stock

Accumulated
Other

Total

Additional Comprehensive Stockholders’
Paid-in Accumulated

Shares Amount Capital Deficit Income (Loss) Equity
111,88  1,11¢  1,723571  (1,276,22) (42,59¢) 405,87.
3,72¢ 37 15,61: — — 15,64¢
(344 (3) (6,53() — — (6,537
_ — 36,44t — — 36,44t
— — 30¢ — — 30¢
— — — 143,65¢ — 143,65t
(557) (6) (9,946 — — (9,952)
— — — — 5,991 5,997
— — — — (680) (680)
— — — — 3,74F 3,74¢
114,70 1,147 1,759,45'  (1,132,56) (33,539 594,50
3,29( 33 12,66¢ — — 12,70:
(604) (6) (10,719 — — (10,729
— — 44,39¢ — — 44,39¢
— — 16¢ — — 16¢
— — — 79,70z — 79,70z
(1,664) 17 (27,280) — — (27,29))
— — — (7,187 — (7,187
— — — — (1,389 (1,389
— — — — 17,64, 17,64,
115,72¢  $1,157 $1,778,69.  $(1,060,05) $ (17,279 $ 702,52
1,87( 19 5,11 — — 5,13¢
(422) ) (4,385) — — (4,389
— — 43,32¢ — — 43,32¢
— — 13,93¢ — — 13,93t
— — — 31,52: — 31,52:
(1,229 (12) (14,14Y — — (14,157
— — — — 2,91 2,918
— — — — (19,23)) (19,23:)
115,950 $1,16(C $1,822,54. $(1,028,52) $ (33,59H) $ 761,58:

The accompanying notes are an integral part oktheasolidated financial statements.
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PARAMETRIC TECHNOLOGY CORPORATION

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(in thousands)

Year ended September 30,

2009

2008

2007

Comprehensive income

Net income $ 31,52: $79,70: $143,65!
Other comprehensive income (loss), net of
Foreign currency translation adjustment, net ofdb®0 for all period: 2,91¢ (1,389 5,99i
Change in unrealized gain on investment securitiesof tax of $0 for all perioc — — (680)
Change in pension benefits, net of tax of $10,br&@609, ($699) for 2008 and ($1,947) for
2007 (19,23)) 17,64° 3,74¢
Other comprehensive income (lo: (16,319 16,25¢ 9,062
Comprehensive income $ 15,20: $95,96( $152,71!

The accompanying notes are an integral part oktheasolidated financial statements.
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PARAMETRIC TECHNOLOGY CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

A. Description of Business and Basis of Presentatio
Busines:

Parametric Technology Corporation (PTC) was incoafeml in 1985 and is headquartered in Needham,ddhssetts. PTC develops,
markets and supports product development softwantiens and related services that help companigsave their processes for developing
physical and information products. Our solutionkjal include a suite of mechanical computer-aidesigh and document authoring tools
and a range of internet-based collaboration, camed process management, and publishing techmspoghable companies to create digital
product content as represented by product desigths@mponent-based documents, collaborate globalhe development of content with
cross-functional teams consisting of members widlmrorganization and from the extended enterpeisatrol content and automate processes
over the course of a product’s lifecycle, configonomtent to match products and services, and conuagrelevant product information
across the extended enterprise and to customexsgihmultiple channels using dynamic publicatiadsr software solutions are
complemented by our services and technical sugpgenizations, as well as third-party resellers ather strategic partners, who provide
training, consulting, ancillary product offeringsiplementation and support to customers worldwide.

Basis of Presentatio

Our fiscal year-end is September 30. The cons@difihancial statements include Parametric Techgyoorporation, the parent
company, and its wholly owned subsidiaries, inalgdihose operating outside the U.S. All interconypaalances and transactions have been
eliminated in the consolidated financial statements

We prepare our financial statements under genesatbgpted accounting principles in the U.S. thqtiire management to make
estimates and assumptions that affect the amoeptsted and the related disclosures. Actual resolifd differ from these estimates.

In the first quarter of 2009, we began classifyiegenue from sales of our computer-based trainindyrts as license and maintenance
revenue to better align with how these trainingdjpicis are sold to customers. Prior to that, compeaised training product revenue, and
maintenance thereon, was classified as consultidgraining service revenue and included in to¢avise revenue. We have made certain
reclassifications to the consolidated statementgpefations for 2008 and 2007 to conform to thesifecations for the current period. For
2008 and 2007, computer-based training revenuéngt®16.2 million and $21.2 million, respectivelyas been reclassified from service
revenue to license revenue, and related costs.8frillion and $1.5 million, respectively, have heeclassified from cost of service to cost
of license in the accompanying consolidated statésnaf operations. Within service revenue, $3.3iomland $3.1 million of computdrasec
training revenue has been reclassified from coimguéind training services revenue to maintenaneemge for 2008 and 2007, respectively.
This reclassification had no impact on total reveraperating income or net income.

In our consolidated statement of cash flows forrtime months ended July 4, 2009 (as presentecti@trarterly Report on Form 10-Q
for the period ended July 4, 2009), we incorrecthssified $13.1 million of windfall tax benefits a cash flow from operating activities ra
than as a cash flow from financing activities. Fa nine months ended July 4, 2009, cash provigilezpbrating activities should have been
$64.2 million and cash used by financing activisesuld have been $30.1 million. This error hadnmpact on our consolidated balance sheet
or statement of operations. Because the miscleasdn is not material to our consolidated finahstatements, the previously filed Quarterly
Report on Form 10-Q for the period ended
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July 4, 2009 will not be amended. The correctedsobdated statement of cash flows for the nine i@ended July 4, 2009 will be included
as a comparable period in our Quarterly ReportanmFLO-Q for the period ending July 3, 2010.

B. Summary of Significant Accounting Policies
Foreign Currency Translatio

For our non-U.S. operations where the functionatency is the local currency, we translate assaddiabilities at exchange rates in
effect at the balance sheet date and record ttarskdjustments in stockholders’ equity. For oan+J.S. operations where the U.S. dollar is
the functional currency, we remeasure monetaryteissel liabilities using exchange rates in effétha balance sheet date and nonmonetary
assets and liabilities at historical rates andnetcesulting exchange gains or losses in otherresgienet in the consolidated statement of
operations. We translate income statement amotiatgesage rates for the period. Transaction gaidd@sses are recorded in other expense,
net in the consolidated statement of operations.

In the third quarter of 2008, we liquidated eigtitolly-owned subsidiaries resulting in a $6.2 millison-cash loss. The non-cash loss
resulted from the reclassification of the net cuativé translation adjustment from accumulated otloenprehensive loss into earnings for
these liquidated subsidiaries. The loss relatéddee subsidiaries was recorded in other expers& the accompanying consolidated
statement of operations. The consolidated stateofeamprehensive income for 2008 reflects an tffsg gain of $6.2 million resulting
from the reclassification.

Revenue Recognitic

We derive revenues from three primary sourcessdftyvare licenses, (2) maintenance services andof®ulting and training services.
Revenue by type for 2009, 2008 and 2007 was asasll

Year ended September 30,

2009 2008 2007
(in thousands)

License revenu $212,71( $ 332,38( $317,30:

Maintenance services reven 499,11° 501,06¢ 411,52

Consulting and training services revel 226,35¢ 236,88 212,45t

Total revenue $938,18" $1,070,331 $941,27¢

We exercise judgment and use estimates in conmegiib determining the amounts of software liceasd services revenues to be
recognized in each accounting period.

For software license arrangements that do not regignificant modification or customization of thederlying software, we recognize
revenue when: (1) persuasive evidence of an arnaegeexists, (2) delivery has occurred (gener&YB shipping point or electronic
distribution), (3) the fee is fixed or determinald@d (4) collection is probable. Substantiallyadlbur license revenues are recognized in this
manner.

Our software is distributed primarily through ourredt sales force. In addition, we have an indidistribution channel through allianc
with resellers and, for our Mathcad products, wdigtributors. Approximately 25% of our total revenia 2009 was generated from our
indirect distribution channel. Revenue arrangemetits resellers are recognized on a sell-througdishahat is, when we deliver the product
to the end-user customer. We do not offer contedetghts of return, stock balancing, or price pation to our resellers, and actual product
returns from them have been insignificant to dagea result, we do not maintain reserves for res@lfoduct returns and related allowances.
In contrast, revenue arrangements with distributbisur Mathcad products have a contractual riglexchange product and are recognize
a sell-in basis; that
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is, when we ship the products to the distributa.oA September 30, 2009, 2008 and 2007, the vdiMgathcad product inventory held by
distributors and the accrual that we have recofdedstimated product returns were not material.

At the time of each sale transaction, we must naakassessment of the collectibility of the amows ftom the customer. Revenue is
only recognized at that time if management deemtsdbllection is probable. In making this assesgmea consider customer credit-
worthiness and historical payment experience. At §ame time, we assess whether fees are fixeet@muinable and free of contingencies or
significant uncertainties. If the fee is not fixeddeterminable, revenue is recognized only as paysrbecome due from the customer,
provided that all other revenue recognition crédexie met. In assessing whether the fee is fixetmrminable, we consider the payment
terms of the transaction, including transactiorth\ywayment terms that extend beyond our customayynpnt terms, and our collection
experience in similar transactions without makingaessions, among other factors. Our softwaredie@emrangements generally do not
include customer acceptance provisions. Howevan dérrangement includes an acceptance provisiemegord revenue only upon the eal
of (1) receipt of written acceptance from the costo or (2) expiration of the acceptance period.

Our software arrangements often include implemantatnd consulting services that are sold undesuiting engagement contracts or
as part of the software license arrangement. Whedeatermine that such services are not essentiaétftunctionality of the licensed softwe
we record revenue separately for the license amnitseclements of these arrangements, providedaghatiopriate evidence of fair value exists
for the undelivered services (see discussion bel®eherally, we consider that a service is notregdeo the functionality of the software
based on various factors, including if the servitey be provided by independent third parties egpeed in providing such consulting and
implementation in coordination with dedicated casto personnel and whether the services resultymardification or customization of the
software functionality. If an arrangement doesaumlify for separate accounting of the license serdice elements, then license revenue is
recognized together with the consulting servicaésgusither the percentage-of-completion or completentract method of contract
accounting. Contract accounting for both license sarvice elements is also applied to any softwear@gements that include customer-
specific acceptance criteria or where the licerssgment is tied to the performance of consultingises. Under the percentage-obmpletior
method, we estimate the stage of completion ofrectd with fixed or “not to exceed” fees based ourk or costs incurred to date as
compared with estimated total project hours orscastompletion. If we do not have a sufficientibas measure progress towards
completion, revenue is recognized upon completfdhe contract. When total cost estimates exceeeges, we accrue for the estimated
losses when identified. The use of the percentdqg®mpletion method of accounting requires siguificjudgment relative to estimating total
contract hours or costs, including assumptiongiveldo the length of time to complete the projéleg nature and complexity of the work tc
performed and anticipated changes in salaries #rat oosts. When adjustments in estimated conti@ats or costs are determined, such
revisions may have the effect of adjusting, ind¢hgent period, the earnings applicable to perforwean prior periods.

We generally use the residual method to recogmizenue from software arrangements that includeoomeore elements to be delive
at a future date when evidence of the fair valuallafindelivered elements exists. Under the residhehod, the fair value of the undelivered
elements (i.e., maintenance, consulting and trgiearvices) based on vendor-specific objectiveendd (VSOE) is deferred and the
remaining portion of the total arrangement fedlzcated to the delivered elements (i.e., softWaense). If evidence of the fair value of one
or more of the undelivered services does not ealistevenues are deferred and recognized whewneattglof all of those services has occurred
or when fair values can be established. We deterMBOE of the fair value of services revenue bagexuh our recent pricing for those
services when sold separately. For certain trammse;tVSOE of the fair value of maintenance sewisedetermined based on a substantive
maintenance renewal clause within a customer coi@ur current pricing practices are influenceidarily by product type, purchase
volume and customer location. We review servicés separately on a periodic basis and update, \appropriate, our VSOE of fair value
for such services to ensure that it reflects ooemé pricing experience.
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Significant incremental discounts offered in mu&iglement arrangements that would be charactedzexdparate elements are
infrequent and are carved out of software liceesemues under the residual method. In limited oistances, where a customer receives a
subscription-based license, license revenue iggrézed ratably over the term of the arrangemenliniited circumstances, where the right to
use the software license is contingent upon cupapinents of maintenance, fees for software licamsemaintenance are recognized ratably
over the initial maintenance term.

Maintenance services generally include rights tepegified upgrades (when and if available), teleghand internet-based support,
updates and bug fixes. Maintenance revenue is néoedj ratably over the term of the maintenancereghbn a straight-line basis. It is
uncommon for us to offer a specified upgrade texsting product; however, in such instances,alenue of the arrangement is deferred
until the future upgrade is delivered.

When consulting service qualifies for separate anting, consulting revenues under time and mateh#ling arrangements are
recognized as the services are performed. Congultvenues under fixed-priced contracts are gegeraiognized using the percentage-of-
completion method. If there is a significant unagrty about the project completion or receipt ofmpant for the consulting services, revenue
is deferred until the uncertainty is sufficientsplved. Reimbursements of out-of-pocket experghtircurred in connection with providing
consulting services are included in services regenith the offsetting expense recorded in costen¥ices revenue.

Training services include on-site and classroornitrg. Training revenues are recognized as theeglaining services are provided.

Deferred Revenu

Deferred revenue primarily relates to software nesiance agreements billed to customers for whielséivices have not yet been
provided. The liability associated with performitigese services is included in deferred revenueifindi yet paid, the related amount is
included in other current assets. Billed but urexitd maintenancelated amounts included in other current assegptember 30, 2009 a
2008 were $66.0 million and $76.8 million, respeely. Deferred revenue consisted of the following:

September 30,
2009 2008
(in thousands)
Deferred maintenance rever $210,90( $228,84:
Deferred other service reven 15,00¢ 21,327
Deferred license reveni 8,367 8,127
Total deferred revent $234,27( $258,29!

Cash, Cash Equivalents, Short-Term Investmentsvaréietable Investments

Our cash equivalents, short-term investments antteteble investments are invested in debt instrusnehfinancial institutions,
government entities and corporations and in mutuads. We have established guidelines relativedditratings, diversification and
maturities that are intended to maintain safetylapddity. Cash equivalents include highly liguidzestments with maturity periods of three
months or less when purchased. Short-term invedtieciude those investments with maturities inemscof three months but less than one
year. Marketable investments are those with masrih excess of one year. Sl-term investments and marketable investments as of
September 30, 2009 and 2008 were not material.
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Short-term investments and marketable investmentslassified as available for sale and reportddiatvalue, with unrealized gains
and losses included in the accumulated other cdmepiive income (loss) component of stockholdersitggnd amortization or accretion of
premium or discount included in interest income.

Concentration of Credit Risk and Fair Value of Fit#al Instruments

The amounts reflected in the consolidated balaheets for cash and cash equivalents, accountyvadteiand accounts payable
approximate their fair value due to their shortumiies. Financial instruments that potentially jgab us to concentration of credit risk consist
primarily of investments, trade accounts receivalnle foreign currency derivative instruments. Castt cash equivalents, investments and
foreign currency derivatives are placed with finahmstitutions with high credit standings. Ouedit risk for derivatives is also mitigated
to the short-term nature of the contracts. Ourarast base consists of large numbers of geographibiakrse customers dispersed across
many industries, and no individual customer congatisiore than 10% of our net trade accounts reckeivsbof September 30, 2009 or 2008.

Fair Value Measuremen

In September 2006, the Financial Accounting Stashsi&oard (FASB) issued a new standard for fair&aheasurements. The standard
defines fair value, establishes a framework for sneag fair value in generally accepted accountirigciples, and expands disclosures about
fair value measurements. This standard appliesdoumnting pronouncements that require or permitaiue measurements. Accordingly,
standard does not require any new fair value measemts. In January 2008, the FASB issued a statgmaemitting entities to elect to defer
the effective date for one year for all non-finat@ssets and ndimancial liabilities, except those that are redagd or disclosed at fair vali
in the financial statements on a recurring basis.alécted to defer the adoption with respect tedhassets and liabilities permitted. We are
currently evaluating the impact, if any, that tiieption of the requirements for non-financial assetd non-financial liabilities in 2010 will
have on our consolidated financial statements. Gwolézr 1, 2008, we adopted the new standard amairceelated FASB staff positions for
our financial assets and liabilities. The adoptiichnot have a material impact on our consolidéitezhcial statements.

Fair value is defined as the price that would lmeired from selling an asset or paid to transf@lality in an orderly transaction
between market participants at the measurement\déten determining the fair value measurementas$sets and liabilities required to be
recorded at fair value, we consider the principahost advantageous market in which we would tretraiad consider assumptions that
market participants would use when pricing the tagsBability, such as inherent risk, transfertrisions, and risk of nonperformance. The
new standard establishes a fair value hierarchyrégires an entity to maximize the use of obdaesaputs and minimize the use of
unobservable inputs when measuring fair value narftial instrumens categorization within the fair value hierarchypésed upon the lowe
level of input that is significant to the fair valuneasurement. Three levels of inputs that maysbd to measure fair value:

» Level 1: quoted prices (unadjusted) in active miarker identical assets or liabilitie

» Level 2: inputs other than Level 1 that are obdalejeeither directly or indirectly, such as quopeites in active markets for
similar assets or liabilities, quoted prices fagntlcal or similar assets or liabilities in marketat are not active, or other inputs
that are observable or can be corroborated by whisker market data for substantially the full terfrihe assets or liabilities; «

» Level 3: unobservable inputs that are supportelitthy or no market activity and that are signifitdo the fair value of the assets
or liabilities.

F-10



Table of Contents

Our significant financial assets and liabilitiesasered at fair value on a recurring basis wermalsured using input type Level 1 and
consisted of the following as of September 30, 2009

September 3C

2009
(in thousands’

Financial asset

Cash equivalents(: $  81,40¢
Financial liabilities
Forward contract $ 55()

(1) Money market funds

Allowance for Doubtful Accoun

We maintain allowances for doubtful accounts fdimested losses resulting from the inability of auistomers to make required
payments. In determining the adequacy of the allmedor doubtful accounts, management specificailglyzes individual accounts
receivable, historical bad debts, customer conagatrs, customer credit-worthiness, current econamnditions, accounts receivable aging
trends and changes in our customer payment terorsal@wance for doubtful accounts on trade accouveteivable was $5.3 million as of
September 30, 2009, $5.2 million as of Septembe2B08, $3.9 million as of September 30, 2007 ah@ #illion as of September 30, 2006.
Uncollectible trade accounts receivable written-n#t of recoveries, were $1.5 million, $1.1 mitliand $2.9 million in 2009, 2008 and 2007,
respectively. Provisions for bad debt expense B&ré million, $2.4 million and $1.9 million in 2002008 and 2007, respectively.

Transfers of Financial Assets

We offer our customers the option to purchase softvand services through payment plans. Othersaisstite accompanying
consolidated balance sheets include non-curreetvaloles from customers related to extended payteemtcontracts totaling $10.5 million
and $16.3 million at September 30, 2009 and 20&hectively. We occasionally transfer future paytsemnder certain of these contracts to
third-party financial institutions on a non-recaaitsasis. We record such transfers as sales oélded accounts receivable when we
surrender control of such receivables.

Derivatives

Generally accepted accounting principles requirdeaivatives, whether designated in a hedgingigaiahip or not, to be recorded on
the balance sheet at fair value. Changes in theadime’s fair value are recognized currently inréags unless specific hedge accounting
criteria are met.

Derivatives are financial instruments whose valesderived from one or more underlying finanaistiuments, such as foreign
currency. We enter into derivative transactiongcgjrally foreign currency forward contracts, t@nmage our exposure to fluctuations in
foreign exchange rates that arise primarily fromfouveign currency-denominated receivables and Ipi@ga The contracts are primarily in
Western European currencies and Japanese Yenaltygiave maturities of less than three monthsrandire an exchange of foreign
currencies for U.S. dollars at maturity of the cants at rates agreed to at inception of the cotstrdVe do not enter into or hold derivatives
for trading or speculative purposes. Generallydaeot designate foreign currency forward contrastiedges for accounting purposes, and
changes in the fair value of these instrumentseregnized immediately in earnings. Because wer émtie forward contracts only as an
economic hedge, any gain or loss on the underfgrejgn-denominated balance would be offset byldee or gain on the forward contract.
Gains and losses on forward contracts and foreggiohinated receivables and payables are included

F-11



Table of Contents

in other income (expense), net. Net realized amdalized gains and losses associated with exchatgductuations on forward contracts
and the underlying foreign currency exposure béiedged were immaterial for all periods presented.

As of September 30, 2009 and 2008, we had outstgridiward contracts with notional amounts equinate the following:

Currency Hedged September 30,
2009 2008

(in thousands)
Euro/U.S. Dollal $ 6150: $ 61,67¢
British Pound/Eurc 24,03t 24,96¢
Indian Rupee/U.S. Dolle 19,96¢ 19,93(
Chinese Renminbi/U.S. Dolli 4,567 12,28t
Japanese Yen/U.S. Doll 4,84: 10,07:
All other 15,00¢ 25,76¢
Total $129,92: $154,70(

The accompanying consolidated balance sheetsSesptémber 30, 2009 and 2008 include a net lialofit§0.5 million and a net asset
of $1.8 million, respectively, related to the faalue of our forward contracts.

Net gains and losses on foreign currency exposimesiding realized and unrealized gains and losseforward contracts, included in
other income (expense), net, were net losses 6frélion, $2.9 million and $1.8 million for 2002008 and 2007, respectively. Excluding
the underlying foreign currency exposure being leedget realized and unrealized gains and lossésraward contracts included in other
(expense) income, net, were a net loss of $3.0amilh 2009, a net gain of $6.0 million in 2008 amndet loss of $1.4 million for 2007.

Property and Equipmel

Property and equipment are recorded at cost an@ciafed using the straight-line method over testimated useful lives. Computer
hardware and software are typically amortized dlvege to five years, and furniture and fixturesrabeee to eight years. Leasehold
improvements are amortized over the shorter of teful lives or the remaining terms of the reddsases. Property and equipment under
capital leases are amortized over the lesser dédse terms or their estimated useful lives. Maiahce and repairs are charged to expense
when incurred; additions and improvements are alipéd. When an item is sold or retired, the cost eelated accumulated depreciation is
relieved, and the resulting gain or loss, if asyieicognized in income.

Computer Software Costs

We incur costs to develop computer software tadenked or otherwise marketed to customers. Rdseadt development costs are
expensed as incurred, except for costs of intgrio@Veloped or externally purchased software thatify for capitalization. Development
costs for software to be sold externally incurredsequent to the establishment of technologicailiday, but prior to the general release of
the product, are capitalized and, upon generahseleare amortized using the greater of eithesttaghtline method over the expected life
the related products or are amortized based ugopatiern in which economic benefits related tdhsassets are being realized. The straight-
line method is used if it approximates the sameuwrhof expense as that calculated using the rasibdurrent period gross product revenues
bear to total anticipated gross product revenuesniérnally-developed computer software costs wagstalized in 2009, 2008 or 2007. As
described
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in Note E, $6.0 million, $62.1 million and $13.1lkain of software was capitalized in connectiontwitur acquisitions of businesses in 2009,
2008 and 2007, respectively, and is included irueed intangible assets.

Goodwill, Acquired Intangible Assets and Long-liveskets

Goodwill is the amount by which the cost of acadiret assets in a business acquisition exceedddithalues of net identifiable
assets on the date of our purchase.

Intangible assets with indefinite useful lives,liting goodwill, are evaluated for impairment anhyar more frequently if events or
changes in circumstances indicate that the asggttiné impaired. Factors we consider importantmoverall company basis and reportable-
segment basis, when applicable, that could triggampairment review include significant underparfance relative to historical or projec
future operating results, significant changes inuge of the acquired assets or the strategy foowerall business, significant negative
industry or economic trends, a significant declmeur stock price for a sustained period and acgdn of our market capitalization relative
to net book value. To conduct these tests of gobdwil indefinitelived intangible assets, the fair value of the réipg unit is compared to i
carrying value. If the reporting unit’s carryinglva exceeds its fair value, we record an impairnies¥ to the extent that the carrying value of
goodwill exceeds its implied fair value. We estimtte fair values of our reporting units using distted cash flow valuation models.

Long-lived assets primarily include property andipqent and intangible assets with finite liveliing purchased software,
customer lists and trademarks). Purchased softwamortized over 1 to 10 years, customer listsaarertized over 2 to 11 years and
trademarks are amortized over 1 to 9 years. Weweldng-lived assets for impairment when eventshanges in business circumstances
indicate that the carrying amount of the assets modye fully recoverable or that the useful lieéshose assets are no longer appropriate.
Each impairment test is based on a comparisoneafiidiscounted cash flows to the recorded valubeofsset. If impairment is indicated,
asset is written down to its estimated fair valasda on a discounted cash flow analysis.

Advertising Expense

Advertising costs are expensed as incurred. Totarising expenses incurred were $2.0 million438illion and $2.7 million in 2009,
2008 and 2007, respectively.

Income Taxe

Our income tax expense includes U.S. and intematimcome taxes. Certain items of income and esgane not reported in tax retu
and financial statements in the same year. Theffakts of these differences are reported as defdax assets and liabilities. Deferred tax
assets are recognized for the estimated futureffagts of deductible temporary differences andajperating loss and credit carryforwards.
Changes in deferred tax assets and liabilitiesesmerded in the provision for income taxes. We ss$ige likelihood that our deferred tax
assets will be recovered from future taxable incame, to the extent we believe that it is moreljikban not that all or a portion of deferred
tax assets will not be realized, we establish aatan allowance. To the extent we establish aatadn allowance or increase this allowance
in a period, we include an expense within the tawigion in the consolidated statement of operation

Comprehensive Income

Comprehensive income consists of net income aret attmprehensive income (loss), which includesigoreurrency translation
adjustments, changes in unrecognized actuariab@aid losses related to pension benefits, and esanginrealized gains and losses on
investment securities. For the purposes of commste income disclosures, we do not record taxipianws or benefits for the net changes in
the foreign currency translation adjustment, asntend to reinvest permanently undistributed eaysiof our foreign subsidiaries.
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Accumulated other comprehensive income (loss)dented as a component of stockholders’ equity andf &eptember 30, 2009 and 2008
was comprised of cumulative translation adjustngeis of $10.8 million and $7.9 million, respectiveand unrecognized actuarial losses
related to pension benefits net of tax of $(44.4lion and $(25.2) million, respectively.

Earnings Per Share (EP!

Basic EPS is calculated by dividing net incomeh®yweighted average number of shares outstandimggdilhe period. Unvested
restricted shares, although legally issued andanding, are not considered outstanding for purpo$ealculating basic earnings per share.
Diluted EPS is calculated by dividing net incomethy weighted average number of shares outstarpdiirsghe dilutive effect, if any, of
outstanding stock options, restricted shares astdeted stock units using the treasury stock nektfide following table presents the
calculation for both basic and diluted EPS:

Year ended September 30,

2009 2008 2007
(in thousands, except per share data)

Net income $ 31,52: $ 79,70: $143,65¢
Weighted average shares outstant 114,95( 113,70: 112,73«
Dilutive effect of employee stock options, resgitishares and restricted stock u 2,40¢ 4,161 4,76(
Diluted weighted average shares outstan 117,35¢ 117,87( 117,49:
Basic earnings per she $ 0.27 $ 0.7C $ 1.27
Diluted earnings per sha $ 0.2 $ 0.6¢ $ 1.2

Stock options to purchase 3.8 million, 3.2 milliamd 3.5 million shares for 2009, 2008 and 200'peetvely, had exercise prices per
share that were greater than the average marleet giiour common stock for those periods. Theseeshaere excluded from the computa
of diluted EPS as their effect would have been-ditiive.

Stock-Based Compensation

We measure the compensation cost of employee sserkgceived in exchange for an award of equityunsénts based on the gratate
fair value of the award. That cost is recognizedrdiie period during which an employee is requiceprovide service in exchange for the
award. See Note K for a description of the typestotk-based awards granted, the compensation sxpelated to such awards and detail of
equity-based awards outstanding. See Note G failddtthe tax benefit recognized in the consokdbstatement of operations related to
stock-based compensation.

Recent Accounting Pronounceme
Accounting Standards Codificatic

In June 2009, the Financial Accounting Standardsr8¢FASB) issuedhe FASB Accounting Standards Codificatidnthe
Codification). The Codification is the official gjte source of authoritative U.S. generally accepiszbunting principles (GAAP). All existir
accounting standards are superseded and all atbeumting guidance not included in the Codificatwiti be considered non-authoritative.
The Codification does not change GAAP. The Codifigais effective for reporting periods ending aféeptember 15, 2009. The impact on
our financial statements from the Codification adtmpwas limited to disclosures as all referencegrevious authoritative accounting
literature were superseded by the Codification.
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Transfers of Financial Assets

In June 2009, the FASB issued an amendment toctwiating and disclosure requirements for trangiéfgancial assets. This
amendment requires greater transparency and atalitiisclosures for transfers of financial assatstae entity’s continuing involvement
with them and changes the requirements for derézimgrfinancial assets. In addition, this amendnediminates the concept of a qualifying
special-purpose entity (QSPE). This amendmentféxtfe for financial statements issued for fispadrs beginning after November 15, 2009
(our fiscal 2011). We are currently evaluating ithpact, if any, that its adoption will have on @ansolidated financial position, results of
operations and cash flows.

Variable Interest Entities

In June 2009, the FASB also issued an amendmehétaccounting and disclosure requirements foctimsolidation of variable intere
entities (VIES). The elimination of the concepiao@SPE, as discussed above, removes the excemtinrapplying the consolidation guidal
within this amendment. This amendment requiresrd@rprise to perform a qualitative analysis whetedeining whether or not it must
consolidate a VIE. The amendment also requiresterise to continuously reassess whether it mussolidate a VIE. Additionally, the
amendment requires enhanced disclosures aboutenpese’s involvement with VIEs and any signifit@hange in risk exposure due to that
involvement, as well as how its involvement withBglimpacts the enterprise’s financial statemeritallly, an enterprise will be required to
disclose significant judgments and assumptions tseétermine whether or not to consolidate a Miiis amendment is effective for
financial statements issued for fiscal years bagmafter November 15, 2009 (our fiscal 2011). ke @urrently evaluating the impact, if a
that its adoption will have on our consolidatedafinial position, results of operations and casidglo

Disclosures about Postretirement Benefit Plan As

In December 2008, the FASB issued authoritativel@uie that requires additional disclosures for pksets of defined benefit pension
or other postretirement plans. The required disgkssinclude a description of our investment peicind strategies, the fair value of each
major category of plan assets, the inputs and tialutéechniques used to measure the fair valudaof assets, the effect of fair value
measurements using significant unobservable inputshanges in plan assets, and the significanterdrations of risk within plan assets. 1
disclosures about plan assets are required todwéded for fiscal years ending after December T®R our fiscal 2010.

Determining Whether Instruments Granted in S-Based Payment Transactions Are Participating Siesr

In June 2008, the FASB issued an accounting stdrttat provides that unvested share-based paymemtia that contain
nonforfeitable rights to dividends or dividend egléents (whether paid or unpaid) are participasagurities and must be included in the
computation of earnings per share pursuant towbectass method. Upon adoption, a company is redui retrospectively adjust its
earnings per share data (including any amountteceta interim periods, summaries of earnings afelcsed financial data) to conform with
the provisions of this standard. We will be subjecthis standard beginning in fiscal 2010, whielgyén on October 1, 2009. We have not yet
determined the impact, if any, that this standaitdhave on our consolidated financial statements.

Business Combinatior

In December 2007, the FASB issued updated standartissiness combinations and accounting and tiegasf noncontrolling
interests in consolidated financial statements. rElvesed standards will significantly change thmaficial accounting and reporting of busir
combination transactions and noncontrolling (oramity) interests in consolidated financial statetsdsy requiring companies to:

(i) recognize, with certain exceptions, 100% of fhie values of assets acquired, liabilities assdinamd noncontrolling interests in
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acquisitions of less than a 100% controlling inteshen the acquisition constitutes a change itrobof the acquired entity; (ii) measure
acquirer shares issued in consideration for a legsicombination at fair value on the acquisitiole d@ii) recognize contingent consideration
arrangements at their acquisition-date fair valuéth subsequent changes in fair value generaflgeted in earnings; (iv) with certain
exceptions, recognize preacquisition loss and gaiitingencies at their acquisition-date fair vajues capitalize in-process research and
development assets acquired; (vi) expense, asraiuaicquisition-related transaction costs; anil lfwit the capitalization of acquisition-
related restructuring as of the acquisition dateaddition, changes in accounting for deferredatsset valuation allowances and acquired
income tax uncertainties after the measuremenogevill be recognized in earnings rather than aagjunstment to the cost of acquisition.

The new standards are effective for business caatibimtransactions for which the acquisition daten or after the beginning of the
first annual reporting period beginning on or afbecember 15, 2008, our fiscal 2010, which bega®otober 1, 2009. We believe the
adoption of these statements will have a matefiateon the financial accounting for any signifit@acquisitions completed after October 1,
20009.

Determination of the Useful Lives of Intangible éts

In April 2008, the FASB issued a standard that atedhe factors that should be considered in deuglo@newal or extension
assumptions used to determine the useful liferetagnized intangible asset. The standard is effefdr financial statements issued for fis
and interim periods beginning after December 19820ur fiscal 2010. We are currently evaluating ithpact, if any, that the adoption of 1
standard will have on our consolidated financiadifion, results of operations and cash flows.

C. Restructuring and Other Charges

In 2009, to reduce costs, we restructured opermtiesulting in restructuring charges of $22.7 wnilliThe restructuring charges inclu
$21.9 million for severance and related costs agtmtwith 382 employees notified of terminatiomidg the year and $0.8 million related to
excess facilities.

As part of efforts to increase profitability, wdaeated certain business functions to locationsrevine are seeking to enhance our
business presence and where labor costs are Iow2008 and 2007, we recorded restructuring chan§&20.1 million and $15.3 million,
respectively. The restructuring charges include@ Binillion and $13.2 million in 2008 and 2007, pestively, for severance and related ¢
associated with 185 and 262 employees notifie@mfination during the respective periods, and $8ildon and $2.1 million in 2008 and
2007, respectively, of costs related to exceséitiasiand other costs, including $1.5 million faysts incurred in 2008 in connection with our
integration of CoCreate which we acquired in thstfijuarter of 2008.
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The following table summarizes restructuring artteotharges reserve activity for the three yeate@september 30, 2009:

Employee Severanc

Facility Closures

and Related Benefit and Other Costs Total
(in thousands)

Balance, October 1, 20( $ 1,08¢ $ 21,29! $22,37%
Charges to operatiol 13,20« 2,14z 15,341
Cash disbursemen (8,519 (6,197%) (24,716
Foreign currency impa 13€ 162 29¢

Balance, September 30, 2C 5,90t 17,40: 23,30¢
Charges to operatiol 10,68: 9,41¢ 20,10z
Cash disbursemen (20,840 (14,240 (25,080)
Foreign currency impa (243 (401 (649

Balance, September 30, 2C 5,50¢ 12,17¢ 17,68¢
Charges to operatiol 21,87 79¢ 22,67
Cash disbursemen (16,036 (8,66%) (24,70))
Foreign currency impa 45¢ (339 121

Balance, September 30, 20 $ 11,79¢ $ 3,97¢ $ 15,77¢

The accrual for facility closures and related casiacluded in accrued expenses and other culiedifities and other long-term

liabilities in the consolidated balance sheet, tuedaccrual for employee severance and relatediteizeincluded in accrued compensation
and benefits. As of September 30, 2009, of the8Hllion remaining in accrued restructuring changgl4.7 million was included in current
liabilities and $1.1 million was included in otHeng-term liabilities, principally for facility cds to be paid out through 2013.

In determining the amount of the facilities accrweg are required to estimate such factors asdutacancy rates, the time required to
sublet properties and sublease rates. These estiragd reviewed quarterly based on known realeestatket conditions and the credit-
worthiness of subtenants, and may result in renssto established facility reserves. We had $4lbamiaccrued as of September 30, 2009
related to excess facilities (compared to $11.Tionilat September 30, 2008), representing groseleammitments with agreements expiring
at various dates through 2013 of approximately $ifillion, net of committed sublease income of appmately $6.1 million and a present
value factor of $0.1 million.

D. Property and Equipment
Property and equipment consisted of the following:

September 30,

2009 2008
(in thousands)
Computer hardware and softw: $ 215,07: $ 195,80¢
Furniture and fixture 20,29: 18,19¢
Leasehold improvemen 35,80 33,48’
Gross property and equipme 271,17( 247,49.
Accumulated depreciation and amortizat (213,065 (192,239
Net property and equipme $ 58,10t $ 55,25!

Depreciation expense was $26.3 million, $24.5 milland $24.3 million in 2009, 2008 and 2007, retpely.
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E. Acquisitions
Relex

In the third quarter of 2009, we acquired all &f thutstanding common stock of Relex Software Catjpam, a U.S.-based privateheld
company with approximately 50 employees, for $24ilion in cash (net of $0.8 million of cash acaedrand including $0.3 million of
acquisition-related transaction costs). Relex mtedisoftware and services used to analyze desifjfiedd data to assist in evaluating and
improving product reliability and safety. Relex&sults of operations have been included in ouraaleted financial statements beginning
June 4, 2009. Our results of operations prior i®dlsquisition, if presented on a pro forma basjld not differ materially from our reported
results.

The acquisition was accounted for as a businesioation. The purchase price allocation is finatept for the finalization of a tax
matter, which outcome is not expected to have &nahimpact on the purchase price allocation. ptechase price allocation resulted in
goodwill of $13.4 million; intangible assets of $42nillion (including customer relationships of $8nillion being amortized over 9 years,
purchased software of $3.6 million being amortizedr 8 years, trademarks of $0.4 million being @imed over 9 years and other intangible
assets of $0.3 million being amortized over 3 yeansd other net liabilities of $0.7 million. Substially all of the goodwill and intangible
assets acquired are deductible for income tax p@pas a result of a tax election made by us.ditiad, the purchase price allocation
resulted in a charge of $0.3 million for in-proceasearch and development related to a projectrudeelopment for which technological
feasibility had not yet been established at thaisitipn date and for which there was no alterrafivture use. This development project was
completed in the fourth quarter of 2009.

Synapsis

In the first quarter of 2009, we acquired substiytiall of the assets of Synapsis Technology,, la@rovider of environmental
regulatory compliance solutions, for $7.5 milliencash. Synapsis was a privately-held U.S.-basetbany with approximately 20
employees. The results of the Synapsis businessitean included in our consolidated financial statets beginning December 11, 2008.
Our results of operations prior to this acquisitidpresented on a pro forma basis, would notediffiaterially from our reported results.

The Synapsis acquisition was accounted for as imésscombination. The purchase price allocatisnlted in goodwill of $2.0 millior
intangible assets of $4.9 million (including purséd software of $2.4 million and customer relatiops of $2.5 million, which are being
amortized over estimated useful lives of 7 and&yerespectively); and other net assets of $0llmiSubstantially of the goodwill and
intangible assets acquired are deductible for irectaw purposes.

CoCreate

In the first quarter of 2008, we acquired all o hutstanding common stock of CoCreate Software i§ratprovider of CAD and PLM
solutions, for $247.5 million (net of cash acquieett! including $4.8 million of acquisition-relatednsaction costs). No PTC common stock
or stock options were issued in the acquisitiomguisition-related transaction costs included inwestt banking, legal and accounting fees
and other external costs directly related to tleuimition. CoCreate was a privately held comparsedan Sindelfingen, Germany. CoCreate’
results of operations have been included in ousalitated financial statements beginning Decemb20Q7.

The acquisition of CoCreate has been accountegsfarbusiness combination. Assets acquired antitiedbassumed were recorded at
their estimated fair values as of the acquisitiatedNovember 30, 2007). The fair values of inthlegassets were based on valuations using
an income approach, with estimates and assumptimvided by management of CoCreate and PTC. Thessxaf the purchase price over
tangible assets, identifiable intangible assetsemsdmed liabilities was recorded as goodwill. lhacation of the purchase price is based
upon a valuation of certain assets and liabilidieguired.
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The purchase price allocation was as follows:

(in millions)

Goodwiill $ 166.L
Identifiable intangible asse 131.C
Accounts receivabl 8.¢
All other assets, primarily ca: 21.¢
Deferred revenue, net of fair value adjustn (13.9
All other liabilities, primarily accrued expensesdancome taxes payak (16.5)
Integration accrue (3.0
Deferred tax liabilities, ne (32.9
In-process research and developn 0.8
Total purchase price allocatis $ 262.¢
Less: Cash acquire (15.9)
Total purchase price allocation, net of cash aegl $ 247F

The purchase price allocation resulted in $16615aniof purchase price that exceeded the estimiedalues of tangible and
intangible assets and liabilities, all of which vedi®cated to goodwill. We believe the resultingoamt of goodwill reflects our expectations
the following synergistic benefits: (1) the potahto sell our products into CoCreate’s traditiooastomer base, (2) the potential to leverage
our reseller channel to sell CoCreate’s productd,(&) the potential geographic expansion for Cagrs products, particularly in North
America and Asia. Intangible assets of $131.0 ailincludes purchased software of $55.1 milliorstemer relationships of $72.5 million,
trademarks of $2.3 million, and non-compete agregsef $1.1 million, which are being amortized oagerage useful lives of 8 years, 11
years, 9 years and 1.5 years, respectively, bgseal the pattern in which economic benefits reléteslich assets are expected to be real

Net tangible assets consist of the fair valuegofjible assets less the fair values of assumeiltieband obligations. Except for
accounts receivable, pension liabilities, leaseferded support revenues, deferred taxes and attegraccruals, net tangible assets were
valued at the respective carrying amounts recobgedoCreate as we believe that their carrying valmeunts approximate their fair value
the acquisition date. Deferred support revenuerdexbin the purchase price allocation reflectsranunt equivalent to the estimated cost |
an appropriate profit margin to perform the sersitelated to CoCreate’s software support contré¢esrecorded integration accruals of
approximately $3.0 million, primarily for severanoests related to the termination of certain Co@remployees, which has been fully paid
as of September 30, 2009.

Purchased in-process research and development®fifillion related to a project under developmemtvihich technological feasibility
had not yet been established at the acquisitiom alad for which there was no alternative future aseordingly, such amount was written-off
in the first quarter of 2008. The value of the fnaged inprocess research and development was determinegl th& residual income methe
which discounts expected future cash flows fronjgmts under development. Under this method, thgepred cash flow of the intangible
asset considers the contribution of other assdtsetoverall cash flow in order to isolate the ewit benefit generated by the specific
intangible asset. A risk-adjusted discount rat@3% was used to reflect the overall risk associafittl the project. The expected cost to
complete the project was approximately $0.3 milidhe acquisition date. This development projext completed in 2009.

The majority of goodwill and intangible assets acepiin the acquisition are not deductible for paxposes. As a result, we recorded in
the purchase accounting a deferred tax liabilitg®4.0 million, equal to the tax effect of the ambaf the acquired intangible assets other
than goodwill that are not deductible for income parposes.
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Pro Forma Financial Information (unaudite:

The unaudited financial information in the tabléowesummarizes the combined results of operatidisT&€ and CoCreate, on a pro
forma basis, as though the companies had been nethbs of the beginning of each period presenteel pfo forma financial information is
presented for comparative purposes only and is@ogssarily indicative of the results of operatittva actually would have been achieved if
the acquisition had taken place at the beginninth®fespective periods. For 2007, the pro formarfcial information is based on PTC’s
results of operations for the twelve months endegt&nber 30, 2007, combined with CoCreate’s resfibgperations for its twelve months
ended October 31, 2007. For 2008, the pro formanfiral information is based on PTC'’s results ofrapiens for 2008, which includes
CoCreate’s results beginning December 1, 2007, awdbwith CoCreate’s results of operations fortthe months ended November 30,
2007.

The pro forma financial information includes theaatization charges from acquired intangible assatgistments to interest income
(expense) and the related tax effects.

Year ended September 30,

2008 2007

(in millions, except per share data)
Revenue $ 1,083." $ 1,019.(
Operating incomi $ 128.7 $ 110.7
Net income $ 80.2 $ 128.t
Earnings per sha—Basic $ 0.71 $ 1.14
Earnings per sha—Diluted $ 0.6¢€ $ 1.0¢

LBS

In the first quarter of 2008, we acquired Logistlissiness Systems Ltd. (LBS), a provider of integgtdogistics support solutions for
the aerospace and defense and civil aviation indgsfor approximately $13.1 million in cash (0ét$1.6 million of cash acquired and
including $0.2 million of acquisition-related tratsion costs). An additional $1.0 million of corgent purchase price will be capitalized as
goodwill, if and when earned. LBS was a privatefydhcompany based in the United Kingdom. Resultspefrations for LBS have been
included in our consolidated statements of opemnatgince October 20, 2007. Our results of operafior to this acquisition, if presented on
a pro forma basis, would not differ materially framur reported results.

The LBS acquisition was accounted for as a busioceswination. The purchase price allocation reduhiegoodwill of $3.0 million;
intangible assets of $10.7 million (including puaskd software of $7.0 million, customer relatiopstof $3.6 million, and other intangible
assets of $0.1 million, which are being amortizedraestimated useful lives of 8, 8 and 5 yearqaetvely); and other net assets of $1.0
million. None of the goodwill or intangible assatquired is deductible for income tax purposes.

F. Goodwill and Acquired Intangible Assets

We have two reportable segments: (1) software mtsdand (2) services. As of September 30, 2002808, goodwill and acquired
intangible assets in the aggregate attributabtaitcsoftware products reportable segment was $5%8libn and $563.2 million, respectively,
and attributable to our services reportable segmast$23.4 million and $24.3 million, respectiveBoodwill and other intangible assets are
tested for impairment at least annually, or onrderim basis if an event occurs or circumstancesgé that would, more likely than not,
reduce the fair value of the reporting segmentwéts carrying value. We completed our annual impant review as of July 4, 2009 and
concluded that no impairment charge was requireaf #sat date. Through September 30, 2009, there hat been any events or changes in
circumstances that indicate that the carrying \v@hfegoodwill or acquired intangible assets mayb®tecoverable.
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Goodwill and acquired intangible assets consistetiefollowing:

September 30, 2009 September 30, 2008
Gross Gross
Carrying Accumulated Net Book Carrying Accumulated Net Book
Amount Amortization Value Amount Amortization Value
(in thousands)
Goodwill (not amortized $ 428,26¢ $ 405,19!
Intangible assets with finite lives (amortize
Purchased softwal $ 138,260 $ 81,71: 56,55¢ $ 129,29¢ $ 60,93¢ 68,36(
Capitalized softwar 22,87 22,87 22,87 22,87
Customer lists and relationshi 154,01¢ 47,55( 106,46¢ 140,75¢ 32,95 107,80:
Trademarks and tradenarr 8,461 3,872 4,58¢ 8,081 2,44: 5,63¢
Other 3,66¢ 3,03( 63¢ 3,27¢ 2,73¢ 541
$ 327,29C $ 159,04: 168,24¢ $ 304,28 $ 121,94! 182,34:
Total goodwill and acquired intangible ass $ 596,51 $ 587,53

The changes in the carrying amounts of goodwiBegtitember 30, 2009 from September 30, 2008 aréodhe impact of acquisitions
(described in Note E) and to foreign currency tiaien adjustments related to those asset balahatare recorded in non-U.S. currencies.

Presented by reportable segment, movements in gbhedwe as follows:

Software

Products Services

Segment Segment Total
(in thousands)

Balance, October 1, 20( $226,88t $17,61: $244,49°
Acquisition of LBS 2,96( — 2,96(
Acquisition of CoCreat 166,51 — 166,51
Foreign currency translation adjustme (8,772 ()] (8,779

Balance, September 30, 20 387,59 17,60¢ 405,19!
Acquisition of Synapsi 2,02¢ — 2,02¢
Acquisition of Rele» 13,44( — 13,44(
Prior acquisition tax adjustmer 1,83¢ — 1,83¢
Foreign currency translation adjustme 5,691 79 5,77(C

Balance, September 30, 20 $410,58! $17,68: $428,26!

The aggregate amortization expense for intangisgets with finite lives recorded for the years énSeptember 30, 2009, 2008 and
2007 was reflected in our consolidated statemdnmiperations as follows:

Year ended September 30,

2009 2008 2007
(in thousands)
Amortization of acquired intangible ass $15,62(  $15,57¢ $ 7,46
Cost of license revent 19,67 19,90:¢ 7,38
Cost of service revent 8 67 82
Total amortization expen: $35,30:  $35,54¢  $14,93:

F-21



Table of Contents

The estimated aggregate future amortization expfmsatangible assets with finite lives remainiag of September 30, 2009 is
$35.1 million for 2010, $29.3 million for 2011, $B4million for 2012, $21.5 million for 2013, $18million for 2014 and $38.8 million
thereafter.

G. Income Taxes
Our income before income taxes consisted of tHeviahg:

Year ended September 30,

2009 2008 2007
(in thousands)

Domestic $(44,069) $ 8,666 $35,62/

Foreign 61,24( 110,22( 64,03¢

Total income before income tax $17,17: $118,88¢  $99,66(

Our (benefit from) provision for income taxes catsd of the following:

Year ended September 30,
2009 2008 2007
(in thousands)

Current:
Federal $ 21,577 $ (882 $ (2,055
State 1,07z 2,70C 2,00t
Foreign 18,41¢ 40,10¢ 26,71
41,06« 41,92¢ 26,66:
Deferred:
Federal (36,087 (37¢) (66,827)
State (5,439) 3,67( (2,137)
Foreign (13,899 (6,032) (1,705
(55,41/) (2,740) (70,65¢)
Total (benefit from) provision for income tax $(14,35() $39,18¢ $(43,99¢)

The reconciliation between the statutory federabime tax rate and our effective income tax raghvn below:

Year ended September 30,

200¢ 2008 2007
Statutory federal income tax re 35% 35% 35%
State income taxes, net of federal tax betr (12 2 1
Federal and state research and development c a7 4 —
Change in valuation allowan: — 4 (80)
Tax audit and examination settleme (12 — 4)
Foreign rate difference (33 (8) 2
Foreign litigation (44) — —
Other, ne e _ 4 2
Effective income tax rat (89)% _33% (49%

In November 2008, we completed a realignment offwnopean business which, in part, resulted ineatome taxable gain in the U.S.
This taxable gain will enable us to recognize aurgeear and previously unrecognized tax credit® fsulting tax impact of this one-time
gain was deferred over the useful life of the
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property being transferred and as of Septembe2@19, the accompanying consolidated balance sheletlied deferred charges of $18.6
million ($3.6 million in other current assets arth® million in other assets). We expect this gratient to favorably impact our effective tax
rate in future periods.

Significant items impacting the tax provision in08nclude a $7.6 million one-time tax benefit onaection with litigation in a foreign
jurisdiction, a $2.2 million tax benefit relatedgettiement of a foreign tax audit, a $6.0 milltar provision (included in foreign ra
differential) from a research and development (R&D$t sharing pre-payment by a foreign subsidiad/a$1.2 million tax benefit related to
R&D tax credits triggered by a retroactive extensid the tax credit enacted during the first quanfe2009. In 2008, no material provision or
benefit was recorded resulting from tax audit2007, we recorded a tax benefit of $3.9 milliomirthe favorable outcome of a tax refund
claim in the U.S.

At September 30, 2009 and 2008, income taxes payatda income tax accruals recorded in accrued iadaxes and other liabilities «
the accompanying consolidated balance sheets wé&r8 fillion ($9.2 million in accrued income taxasd $7.8 million in other liabilities)
and $33.3 million ($24.1 million in accrued incomages and $9.2 million in other liabilities), respeely We made net income tax payments
of $55.6 million, $33.3 million and $17.8 million 2009, 2008 and 2007, respectively.

The significant temporary differences that createfitrred tax assets and liabilities are shown below

September 30,
2009 2008
(in thousands)

Deferred tax asset

Net operating loss carryforwar $ 34,86 $ 58,20¢
Foreign tax credit 27,36¢ 46,41¢
Capitalized research and development exp 51,14« —
Pension benefit 22,857 13,09
Stocl-based compensatic 18,18¢ 17,36(
Restructuring reserves not currently deduct 2,941 3,851
Customer advance 20,03: 11,16:
Other reserves not currently deducti 13,78: 11,35¢
Amortization of intangible asse 8,451 9,571
Other tax credit: 16,71¢ 13,79:
Depreciatior 6,58: 6,74¢
Other 4,04( 6,66¢
Gross deferred tax ass 226,97( 198,23l
Valuation allowanct (46,28¢) (65,959
Total deferred tax asse 180,68t 132,27
Deferred tax liabilities
Acquired intangible assets not deducti (46,127 (51,827
Pension prepaymen (20,519 (20,599
Other (500 (1,257%)
Total deferred tax liabilitie (57,147 (63,67%)
Net deferred tax asse $123,54« $ 68,59

The change in the net deferred tax asset from $&8lién in 2008 to $123.5 million in 2009 includéwe use of foreign tax credits and a
corresponding release of the valuation allowanctoogign tax credits as a result of the realignnaritur European business. The benefit of
this valuation allowance release is deferred dveriseful life of the property being transferretle Thange of net deferred tax assets also
includes an increase to
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pension benefits of $9.8 million included in accuated other comprehensive loss. The release ohtialuallowance of $6.6 million, along
with a corresponding reduction to net operating leesrryforwards, for windfall tax deductions to didehal paid-in capital is also reflected.

For U.S. tax return purposes, net operating losyftawards (NOL) and tax credits are generallyikde to be carried forward to
future years, subject to certain limitations. Ap&enber 30, 2009, we had U.S. federal NOL carryéods of $34.8 million which expire
beginning in 2011 and ending in 2023. Includechis &ire NOL carryforwards of $5.7 million resultifrgm our acquisitions of Arbortext,
Mathsoft, and CoCreate which expire beginning i2®through 2027, and NOL carryforwards of $29.llionlresulting from our January
1998 acquisition of Computervision, which expirgimaing in 2011 through 2023. The utilization oétArbortext, Mathsoft, CoCreate and
Computervision NOL carryforwards is limited as auk of the change in ownership rules under InteéRevenue Code Section 382. In
conjunction with filing our U.S. federal income teeturn for fiscal 2008, and certain elections madéhat return which were made in sup
of the European realignment but were previouslycooisidered, we utilized net operating loss carwérds that included windfall tax
deductions for stock-based compensation expensewitdfall tax benefit realized for these deducsitotaling $13.9 million was credited to
additional paid-in capital in 2009. In 2008 and 20@e recorded realized stock-based award wintalbenefits in certain non-U.S.
jurisdictions of $0.2 million and $0.3 million, r@sctively, as increases to additional j-in-capital.

As of September 30, 2009, we also had U.S. fedesalarch and development credit carryforwards ¢ $8llion, which expire
beginning in 2025 and ending in 2028 and Massadtsussearch and development credit carryforwaf@2@® million which expire
beginning in 2020 and ending in 2023. A full valaatallowance is recorded against the Massachussttsarch and development credit
carryforwards.

We also have loss carryforwards in non-U.S. judsdns totaling $101.7 million, the majority of vehi do not expire. There are
limitations imposed on the utilization of such NGhsat could further restrict the recognition of aay benefits.

As of the end of the second quarter of 2007, aviillation allowance had been recorded againsheudeferred tax assets (consisting
primarily of net operating loss carryforwards) ietU.S. and certain foreign jurisdictions. Basedrupur operating results for the years
immediately preceding and through June 30, 200Wedisas an assessment of our expected futuretsesiubperations, during the third
quarter of 2007, we determined that it had becoraeerikely than not that we would realize a subsgtdportion of our net deferred tax ass
in the U.S. and a foreign jurisdiction. As a resditring the third quarter of 2007, we releasedtal bf $79.8 million of our valuation
allowances. Of the $79.8 million valuation allowarrelease, $58.9 million was recorded as a oneitiowme tax benefit, $20.0 million was
recorded as a reduction to goodwill recorded up@r pcquisitions, and $0.9 million was recordecakecrease to accumulated other
comprehensive loss within stockholders’ equity.

As of September 30, 2009, we have a remaining tialuallowance of $23.2 million against net defdrtax assets in the U.S. and a
remaining valuation allowance of $23.1 million agsinet deferred tax assets in certain foreigsgictions. The valuation allowance
recorded against net deferred tax assets in theddrSists of $17.8 million for foreign tax cred#®.6 million for Massachusetts research
development credits and $2.7 million for capitades that we have determined are not likely teebkzed and $0.1 million for certain state
operating loss carryforwards that will likely expiwithout being utilized. The valuation allowaneearded against net deferred tax assets of
certain foreign jurisdictions is established priityafior our net operating loss carryforwards thalt likely expire without being utilized.

Significant management judgment is required tordaitee when the realization in the future of our deterred tax assets with a
valuation allowance of $46.3 million is consideradre likely than not. If and when we conclude ttelization is more likely than not, we
will record a reduction to our valuation allowarthat will result in an increase to net income addi@ional paid-in capital in the period such
determination is made.
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At September 30, 2009, our net deferred tax asdahbe of $123.5 million primarily relates to owSJoperations. We have concluded,
based on the weight of available evidence, thanetideferred tax assets are more likely thanmbetrealized in the future. In arriving at t
conclusion, we evaluated all available evidenceluling our pre-tax results for the last three gdadjusted for permanent differences), the
circumstances of a pre-tax loss generated in tBe id the most recent fiscal year and our foreoffiture taxable income. We reassess our
valuation allowance requirements each financiabripg period. If our results in 2010 do not impeawn our U.S. operations, our assessment
may indicate that a valuation allowance is required

Our valuation allowance was $46.3 million as of t8egber 30, 2009, $66.0 million as of Septembe2808, and $76.5 million as of
September 30, 2007. The changes to the valuatiowaatce were primarily due to:

Year ended September 30,

2009 2008 2007
(in millions)
Valuation allowance beginning of ye $ 66.C $76.5 $170.(
Release of valuation allowancei (12.3) (0.7 (79.9)
Utilization of U.S. NOLs prior to the release ofwation allowance — — (13.0
Establishment of deferred tax liabilities for aagdi intangibles not deductible for tax purposes in
jurisdictions with a valuation allowant (2.6) —

Net decrease in deferred tax assets for foreigadiations with a full valuation allowance ( (0.5) (6.0 —
Decrease in deferred tax asset and offsetting tiatuallowance related to pension benefits incluihed

accumulated other comprehensive | — (5.5 —
Release of valuation allowance on windfall tax deuns (6.€) — —
Record deferred tax asset and valuation allowamtiesi U.S. primarily for tax credi — 5.1 —
Other (0.5) (1.4) (0.7
Valuation allowance end of ye $ 46.C $66.C $ 76.5

(1) The net decrease in deferred tax assets feigiojurisdictions with a full valuation allowanoe2008 is primarily due to a foreign
jurisdictior’s change in income tax rate and foreign currenagdation. In 2009, the change is primarily duéoteign currency
translation

(2) In 2009, this reduction is primarily attributeadthe release of the valuation allowance on preax credits in the U.S. as a result of the
realignment of our European business. The benktiti® release is deferred over the useful liféhaf property being transferred.
Accordingly, the current year release amount itushed in foreign rate differences in the recontiia between our statutory rate and
our effective rate

Effective October 1, 2007, a new methodology byohta company must identify, recognize, measuredadose in its financial
statements the effects of any uncertain tax ragporting positions that a company has taken oeetspto take was required under GAAP.
GAAP requires financial statement reporting of éxpected future tax consequences of uncertairetaxir reporting positions on the
presumption that all relevant tax authorities pssgall knowledge of those tax reporting positicaswell as all of the pertinent facts and
circumstances, but it prohibits discounting of afiyhe related tax effects for the time value ofn@y.

We implemented the new methodology as of Octob20Q7. We recorded the effect of adopting the ex/eccounting with a $7.2
million charge to retained earnings in the consdéd balance sheet as of October 1, 2007.

Our policy is to record estimated interest and fimsarelated to the underpayment of income tases @omponent of our income tax
provision. In 2009 and 2008, we included $0.8 mwilland $0.4 million,
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respectively, of interest expense and no tax pgeajpense, in our income tax provision. As of b®#ptember 30, 2009 and 2008, we had
accrued $0.8 million of estimated interest expek¢e had no accrued tax penalties as of either 8dqae30, 2009 or September 30, 2008.

As of September 30, 2009, we had an unrecognizebeaefit of $16.9 million ($15.6 million net oftdenefits from other
jurisdictions). As of September 30, 2008, we hadiarecognized tax benefit of $26.3 million ($21.Blion net of tax benefits from othe
jurisdictions). If all of our unrecognized tax béiteas of September 30, 2009 were to become rézalgle in the future, we would recorc
$15.6 million benefit to the income tax provisi@hanges in the unrecognized tax benefit were due to

Year ended September 30,

2009 2008
(in millions)
Unrecognized tax benefit beginning of y: $ 26.: $ 29.C
Tax positions related to current ye 3.8 2.3
Tax positions related to prior ye¢ (12.9) (3.6)
Settlement: (0.9 (1.0
Reductions as a result of a lapse of the applicstateite of limitation: — 0.9
Unrecognized tax benefit end of ye $ 16 $ 26.2

In 2009, we closed the IRS examination of PTC’s.fe8eral tax years 2005 through 2007. The comyplati the examination resulted
in a decrease of unrecognized tax benefits of B8llibn and a net benefit of $0.3 million to thextarovision. Although we believe our tax
estimates are appropriate, the final determinaifdax audits and any related litigation could tesufavorable or unfavorable changes in our
estimates. We anticipate the settlement of taxtauday be finalized within the next twelve months @ould result in a decrease in our
unrecognized tax benefits of up to $3 million.

In the normal course of business, PTC and its didrgs are examined by various taxing authorifieduding the IRS in the United
States. As of September 30, 2009 we remain sutgj@stamination in the following major tax jurisdants for the tax years indicated:

Major Tax Jurisdiction Open Years

United State: 2003, 2008 and 20c
Germany 2004 through 200
France 2004 through 200
Japar 2005 through 200
Ireland 2004 through 200

We incurred expenses related to stock-based comafemsn 2009, 2008 and 2007 of $43.3 million, $4rillion and $36.4 million,
respectively. Accounting for the tax effects ofchtdnased awards requires that we establish a @dféax asset as the compensation is
recognized for financial reporting prior to relataa deductions. The tax benefit recognized incibresolidated statement of operations related
to stock-based compensation totaled $13.9 miltdd.7 million and $31.1 million in 2009, 2008 ar@DZ, respectively. The 2007 tax benefit
related to stock-based compensation includes $hillidn related to prior years recognized upon aske of the valuation allowance in 2007
for the U.S. and a foreign jurisdiction. Upon tleétlement of the stock-based awards (i.e., exereesting, forfeiture or cancellation), the
actual tax deduction is compared with the cumudafinancial reporting compensation cost and anggxt¢ax deduction is considered a
windfall tax benefit, and is tracked in a “windfédix benefit pool'to offset any future tax deduction shortfalls ariti me recorded as increas
to additional paid-in capital in the period whee tax deduction reduces income taxes payable. Sgpfember 30, 2009, any windfall tax
deductions which had not yet reduced taxes werenadérial.
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We have not provided for U.S. income taxes or fprevithholding taxes on foreign unrepatriated eaggias it is our current intentior
permanently reinvest these earnings outside theltbw® decide to change this assertion in therfuto repatriate any additional non-
U.S. earnings, we may be required to establisifermel tax liability on such earnings through argleato our income tax provision. The
cumulative amount of undistributed earnings of swlssidiaries for which U.S. income taxes have eenbprovided totaled approximately
$166.3 million and $191.6 million as of Septemb@r 3009 and 2008, respectively. The amount of wyeized deferred tax liability on the
undistributed earnings cannot be practicably detexthat this time.

H. Commitments and Contingencies
Leasing Arrangemen

We lease office facilities and certain equipmerdanpperating leases expiring at various dateugir@020. Certain leases require L
pay for taxes, insurance, maintenance and othentipg expenses in addition to rent. Lease experetef sublease income, was
$39.2 million, $36.5 million and $35.3 million ir0@9, 2008 and 2007, respectively. At Septembe2309, our future minimum lease
payments (net of sublease income) under noncabtelgerating leases are as follows:

Year ending September 30, (in thousands’
2010 $ 36,84«
2011 27,58(
2012 23,10!
2013 8,41¢
2014 2,732
Thereaftel 11,74:
Total minimum lease paymer $ 110,41¢

As a result of restructuring initiatives in curremd prior years and consolidating acquired faedjtcertain leased facilities are excess to
our needs and are not occupied by us. The futunémuim lease payments above include minimum futegsé payments for excess facilities,
net of sublease income under existing subleasagenaents. Our total future rental income underanirsublease arrangements for excess
facilities as of September 30, 2009 is $6.2 mill{$52.9 million in 2010, $1.7 million in 2011, $1nillion in 2012 and $0.1 million in 2014).

As of September 30, 2009 and 2008, we had letfezsedit and bank guarantees outstanding of apprately $4.8 million (of which
$1.4 million was collateralized) and $4.8 milliasf (vhich $1.7 million was collateralized), respeety, primarily related to our corporate
headquarters lease in Needham, Massachusetts.

Revolving Credit Agreeme

On February 21, 2006, we entered into a multi-awayebank revolving credit facility with a syndicaiéseven banks. We expect to use
the credit facility for general corporate purposesluding acquisitions of businesses. The crediility consists of a $230 million revolving
credit facility, which may be increased by up toaalditional $150 million if the existing or additial lenders are willing to make increased
commitments. The credit facility expires on Febyu2®, 2011, when all outstanding amounts will be dad payable in full. Any obligations
under the credit facility are guaranteed by PTC&earial domestic subsidiaries and are collaterdlizea pledge of 65% of the capital stock
of PTC’s material first-tier non-U.S. subsidiaries.

Interest rates for amounts borrowed under the tfadility range from 0.75% to 1.50% above the Eiaitar rate for Eurodollar-based
borrowings or at the defined base rate for bagelratrowings, in each case based upon our leveadige In addition, we may borrow certain
foreign currencies at the London interbank-
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offered interest rates for those currencies, withdame range above such rates based on our levatay A quarterly commitment fee based
on the undrawn portion of the credit facility igjtgred to be paid by us, ranging from 0.125% t®@3er year, depending upon our leverage
ratio.

As of September 30, 2009, the amount outstandidgutie revolving credit facility was 39.6 milli&uros, which was equivalent to
$57.9 million on that date. The current loan matwe February 26, 2010 and accrues interest at.1.8%

Upon the due date, and subsequent due dates, weithayrepay the amount outstanding or roll olieramount outstanding with new
short term loans at the then current interest dgssribed above. In 2009 and 2008, we paid $2libmand $7.4 million, respectively, of
interest on our revolving credit facility. The aage interest rate on borrowings outstanding du2d@P and 2008 was approximately 3.2%
and 5.5%, respectively.

The credit facility limits our and our subsidiariebility to, among other things: incur additionatiebtedness; incur liens or guarantee
obligations; pay dividends and make other distidng; make investments and enter into joint verstudespose of assets; and engage in
transactions with affiliates, except on an armgbrbasis. Under the credit facility, we and outenial domestic subsidiaries may not invest
cash or property in, or loan cash to, our foreiginsidiaries in aggregate amounts exceeding $2tomilbr any purpose and an additional
$50 million for acquisitions of businesses. In aiddi, under the credit facility, PTC must maintaidefined leverage ratio not to exceed 2.50
to 1.00 and a defined fixed-charge ratio of nos isn 1.25 to 1.00. Any failure to comply with firencial or operating covenants of the
credit facility would not only prevent us from bgiable to borrow additional funds, but would alsostitute a default, resulting in, among
other things, the amounts outstanding, includih@atrued interest and unpaid fees, becoming imatelgi due and payable. A change in
control of PTC (as defined in the credit facilipfso constitutes an event of default, permittirgylénders to accelerate the required payments
of all amounts due and to terminate the creditifgciAs of September 30, 2009, our leverage ratés 0.43 to 1.00 and our fixed-charge ratio
was 4.40 to 1.00. We were in compliance with alaficial and operating covenants of the creditifgclk of September 30, 2009.

Legal Proceeding

On August 2, 2007, GE Capital Leasing Corporatitow( GE Financial Services Corporation, “GEFS”)dile lawsuit against us in the
U.S. District Court for the District of Massachusefhe lawsuit alleges that GEFS was fraudulentlyced to provide over $60 million in
financing to Toshiba Corporation for purchaseshofitparty products, predominantly PTC productsijrduthe period from 2003 to 2006.
GEFS claims that PTC participated in the allegdeste or, alternatively, should have been awarbe$theme and made negligent
misrepresentations that enabled the scheme toncentindetected. All of the alleged transactionsioed in Japan. GEFS'’s complaint claims
damages of $47 million and seeks three times thauat plus attorneys’ fees. On October 2, 2008Uthited States District Court for the
District of Massachusetts entered an order grafRifG’s motion to dismiss GEFS’s complaint on thsibthat GEFS had commenced the
action in the improper forum. The court issued thider subject to certain conditions, including PST&yreement to provide certain discovery
to GEFS and to assent to personal jurisdictiorapad. On November 17, 2008, GEFS filed a motioratrate the court’s October 2nd order
and to seek to continue the case in the U.S. We bpposed GEFS’s motion.

On January 7, 2009, GEFS also filed an action ikyddistrict Court in Japan against PTC’s Japamsebsidiary, PTC Japan K.K. The
lawsuit arises from the same underlying transastasithe Massachusetts lawsuit and seeks damagg98f384,889 Yen (approximately
$65 million as of September 30, 2009) plus inteo€&% per year on such amount since April 27, 280 costs of the lawsuit. Subsequer
the Tokyo District Court consolidated this newliedi action with GEFS’s pending action against Taldnd other parties to the transactions,
which was filed in the Tokyo District Court in Augit2007. In the Japanese action, GEFS allegegtmgibyees of PTC Japan committed
wrongful acts in cooperation with employees of ott@mpanies involved in the transactions, includingemployee of Toshiba who was
criminally convicted for obtaining
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fraudulent loans. GEFS alleges that the wrongftd aommitted by PTC Japan employees caused GEES8iagks and that PTC Japan, as an
employer, is jointly and severally liable for GEB30sses along with the other defendants.

We dispute GEFS'’s claims and are contesting thgworously. As of September 30, 2009 and 2008, revefid,658,162,417 Yen
($51.9 million and $43.8 million, respectively) theas previously recorded for the transactionssie has been deferred and recorded as
customer advances in our consolidated balancesshi®t liability will remain recorded until thegtits and obligations of the several
companies connected with the Toshiba transactimseaolved. The change in customer advances #&r8bpr 30, 2009 from September 30,
2008 is due to foreign currency translation adjéstts. We have not accrued any other liability fis matter as of September 30, 2009 as an
amount potentially payable, if any, is not estingaflo the extent that matters are resolved in asuairiess than the recorded customer
advances liability, we will reduce customer advanaed record the portion retained to revenue ardtitome at that time. To the extent that
matters are resolved in an amount in excess akt@rded customer advances liability, we would ré@xpense for the amount due in excess
of our recorded liability.

We also are subject to various legal proceedingsctims that arise in the ordinary course of besén We currently believe that
resolving these other matters will not have a nigtadverse impact on our financial condition auks of operations.

Guarantees and Indemnification Obligations

We enter into standard indemnification agreememtsur ordinary course of business. Pursuant teetagseements, we indemnify, hold
harmless, and agree to reimburse the indemnifiety far losses suffered or incurred by the indenexifparty, generally our business partners
or customers, in connection with patent, copyrighdther intellectual property infringement claitnsany third party with respect to our
current products, as well as claims relating tgoprty damage or personal injury resulting frompgkeormance of services by us or our
subcontractors. The maximum potential amount afreupayments we could be required to make undsetimelemnification agreements is
unlimited. Historically, our costs to defend lawtsuir settle claims relating to such indemnity agrents have been minimal and we
accordingly believe the estimated fair value obthagreements is immaterial.

We warrant that our software products will perfamall material respects in accordance with oundséad published specifications in
effect at the time of delivery of the licensed prot for a specified period of time (generally 8A.80 days). Additionally, we generally
warrant that our consulting services will be peried consistent with generally accepted industnydsteds. In most cases, liability for these
warranties is capped. If necessary, we would peofad the estimated cost of product and serviceamties based on specific warranty cla
and claim history; however, we have never incusigdificant cost under our product or services afaties. As a result, we believe the
estimated fair value of these agreements is imnadter

I. Stockholders’ Equity
Preferred Stocl

We may issue up to 5.0 million shares of our prefitstock in one or more series. Our Board of Dimecis authorized to fix the rights
and terms for any series of preferred stock wittamlditional shareholder approval. In November 2@@@,Board of Directors authorized and
designated 500,000 shares of preferred stock @ssSedunior Participating Preferred Stock for &ste pursuant to our Shareholder Rights
Plan discussed below in Note J. As of SeptembeP@09 and 2008, there were no outstanding shaneetdrred stock.
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Common Stock

Our Articles of Organization authorize us to isspeto 500 million shares of our common stock. Oaaf8l of Directors has authorized
us to use up to $100 million of cash from operatitmrepurchase shares of our common stock in oyaeket purchases. This authorization
will expire on May 31, 2010 unless earlier revokied2009, we repurchased 1.2 million shares atsa@io$14.2 million leaving $80.6 million
remaining under our current authorization. In 2008 repurchased 1.7 million shares at a cost of32ifllion, including 1.4 million shares
a cost of $22.0 million under a prior authorization2007, we repurchased 0.6 million shares atsa af $10 million. All shares of our
common stock repurchased are automatically restordtke status of authorized and unissued.

J. Shareholder Rights Plan

In November 2000, our Board of Directors adopt&hareholder Rights Plan and declared a dividertdlaliion of one share purchase
right (a Right) for each outstanding share of @mammon stock to stockholders of record at the ctifdmisiness on January 5, 2001. Each
share of common stock newly issued after that dlate carries with it one Right. Each Right entitles record holder to purchase from us one
one-thousandth of a share of our Series A JunididReting Preferred Stock at an exercise pric8&d.00 per unit, subject to adjustment.
The Rights become exercisable ten (10) days dfeeearlier of our announcement that a person tiasrad 15% or more of our outstanding
common stock or an announcement of a tender offéchwwvould result in a person or group acquiringelé more of our common stock; in
either case, the Board of Directors can extend.¢hday period. If we have not redeemed or exchatige®ights and a person becomes the
beneficial owner of 15% or more of our common stéxkriggering Event), each holder of a Right Wiive the right to purchase shares of
our common stock having a value equal to two tithesexercise price of the Right. If, at any timkdiwing the Triggering Event, we are
acquired in a merger or other business combinatarsaction in which we are not the surviving cogtion or more than 50% of our asset
earning power is sold to a person or group, eatifehof a Right will have the right to purchase rélsaof common stock of the acquiring
person, group or entity having a value equal totimes the exercise price of the Right. The Rigixgire on January 5, 2011, and may be
redeemed by us for $0.001 per Right.

K. Equity Incentive Plan

Our 2000 Equity Incentive Plan (2000 Plan) provifteggrants of nonqualified and incentive stockiops, common stock, restricted
stock, restricted stock units and stock appreaiatights to employees, directors, officers and atiasts. We award restricted stock and
restricted stock units as the principal equity imtoee awards, including certain performance-baseards that are earned based on achieving
performance criteria established by the Compens@&mmmittee of our Board of Directors on or priothe grant date. Each restricted stock
unit represents the contingent right to receive sivee of our common stock.

The fair value of restricted shares and restristedk units granted in 2009, 2008 and 2007 wasdbasehe fair market value of our
stock on the date of grant. The weighted averageditue per share of restricted shares and réstristock units granted in 2009, 2008 and
2007 was $10.32, $17.95 and $18.55, respectivedyvesting forfeiture rates for purposes of detaing stock-based compensation for all
periods presented were estimated by us to be O%irfectors and executive officers, 4% for vice mest-level employees and 7% for all
other employees.
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The following table shows total stock-based comp#gaos expense recorded from our stidsed awards as reflected in our consolic
statements of operations:

Year ended September 30,

2009 2008 2007
(in thousands)

Cost of license revent $ 50 $ 37 $ 13¢
Cost of service revent 8,16: 9,17: 7,41z
Sales and marketir 12,797 12,23( 8,98/
Research and developmt 8,21¢ 9,42¢ 7,20¢
General and administrati 14,10+« 13,52¢ 12,70¢

Total stocl-based compensation expe! $43,32¢  $44,39¢  $36,44F

As of September 30, 2009 total unrecognized congi@mscost related to unvested restricted sharésesiricted stock units expected
to vest was approximately $52.1 million and theghétd average remaining recognition period for stee awards was 15 months.

As of September 30, 2009, 3.2 million shares of mmm stock were available for grant under the 20@@ Bnd 15.5 million shares of
common stock were reserved for issuance upon theise of stock options and vesting of restrictedlsunits granted and outstanding.

The following table shows restricted stock actiity the year ended September 30, 2009:

Weighted

Average Aggregate Intrinsic
Grant Date

Value as of
Shares Fair Value September 30, 20C
(in thousands’ (in thousands)

Balance of nonvested outstanding restricted startkléer 1, 200! 1,66( $ 17.9¢
Granted(1, 12t $ 11.6¢
Vested (93)) $ 17.4¢
Forfeited or not earne (20 $ 18.61

Balance of nonvested outstanding restricted stegke®nber 30, 200 834 $ 17.57 $ 11,52¢

(1) These shares were granted to the non-emplogesbers of our Board of Directors. 107 of the shanfissest in March 2010 and the
remaining 18 will vest in two equal amounts in ®epiber 2010 and 201

The following table shows restricted stock unitvatt for the year ended September 30, 2009:

Weighted

Average Aggregate Intrinsic
Grant Date

Value as of
Shares Fair Value September 30, 20C
(in thousands’ (in thousands)

Balance of outstanding restricted stock units Oetdl 200¢ 3,821 $ 17.7:
Granted(1 5,37¢ $ 10.2¢
Vested (1,157) $ 17.0%
Forfeited or not earne (21)) $ 16.2¢

Balance of outstanding restricted stock units Seper 30, 200! 7,821 $ 12.7¢ $ 108,17:

(1) As described below, 1.3 million of these restricséack units were forfeited in November 2009 as20@9 performance criteria were
met in full.
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Restricted stock unit grants we made in 2009 aréosth in the table below:

Restricted Stock Units

Performance- Time-
Grant Period based based Total
(in thousands)
2009 1,844(1) 3,53((2) 5,372

(1) 254 of these performance-based restricted sinitk were granted to non-executive employeesuyamtsto our annual management
incentive plan (MIP RSUs). 127 vested in Novemt@9®and the remainder were forfeited as the pedana criteria were not achie\
in full. The remaining 1,590 of these performanesdyl restricted stock units were granted to ourwgixe officers under three separate
arrangements. 323 were granted pursuant to oursharacutive incentive plan established in Noven#f8 (EIP | RSUs). These El
RSUs were forfeited in November 2009 as the perémuee criteria were not met. 888 were granted asopaiur annual executive equ
incentive grant and were subject to the same pednce criteria as the EIP | RSUs (Annual Execufi®tJs). The Annual Executive
RSUs were not earned and were forfeited in Noverabé®. The final 379 were granted pursuant to Xee@ive incentive plan for the
second half of 2009 established in March 2009 imeation with revisions to our 2009 financial pkrd were subject to performance
criteria established at that time (EIP Il RSUs)eTerformance criteria for the EIP 1| RSUs were aral these shares vested in
November 2009. We have not recognized compenseatipense on the MIP RSUs, the EIP | RSUs and thei&lrfexecutive RSUSs thi
were not earne

(2) The time-based RSUs were issued to executive an-executive employees and vest over three y:

The following table shows stock option activity the year ended September 30, 2009:

Weighted
Weighted Average
Average Aggregate
Exercise Remaining Intrinsic
Shares Price Contractual Term Value
(in thousands’ (in years) (in thousands’
Outstanding
Balance October 1, 20( 8,427 $ 14.0¢
Granted — —
Cancellec (199) $ 28.42
Exercisec (608) $ 8.44
Balance September 30, 20 7,62¢ $14.1¢4 2.67 $ 21,92:
Exercisable September 30, 2C 7,62€ $14.1¢ 2.61 $ 21,92
During 2009, 2008 and 2007 the following activigcarred under our plans:
Year ended September 30,
2009 2008 2007
(in thousands)
Total intrinsic value of stock options exercis $ 2,662 $12,30¢  $16,91¢
Total fair value of restricted stock and restricgtolck unit awards veste $22,70¢  $35,30¢  $33,88¢

In 2009, shares issued upon vesting of restridtmtksand restricted stock units were net of 0.4ionilshares retained by us to cover
employee tax withholdings of $4.4 million. In 20@®ares issued upon vesting of restricted stockestdcted stock units were net of
0.6 million shares retained by us to cover empldggevithholdings of $10.7 million. In 2007, shaissued upon vesting of restricted stock
units were net of 0.3 million shares retained byousover employee tax withholdings of $6.5 million
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Until July 2005, we generally granted stock optidasr those options, the option exercise price typisally the fair market value at the
date of grant, and they generally vested over years and expired ten years from the date of ghaifuirmation for stock options outstanding
and exercisable at September 30, 2009 was as fllow

Qutstanding and Exercisable Options

Weighted Weighted
Average
Remaining Average
Exercise
Range of Exercise Prices Shares Life Price
(in thousands’ (years)
$4.98- $8.30 1,38¢ 3.27 $ 6.47
$8.50- $9.55 1,424 3.2C $ 8.8¢
$9.75- $12.20 1,272 4.4C $11.5C
$12.58- $12.58 1,28¢ 1.97 $12.5¢
$13.18- $23.36 1,60¢ 1.6C $ 20.5¢
$24.90- $76.72 654 .9C $34.47
$4.98- $76.72 7,62¢ 2.67 $14.1¢

L. Employee Benefit Plan

We offer a savings plan to eligible U.S. employd@d® plan is intended to qualify under Section &Ddf the Internal Revenue Code.
Participating employees may defer up to 15% ofrthe-tax compensation, as defined, but not maa #tatutory limits. We contribute 50%
of the amount contributed by the employee, uprtaaimum of 6% of the employee’s earnings. Our miatglkontributions vest at a rate of
25% per year of service, with full vesting afteafgears of service. We made matching contributmfr$4.2 million, $3.7 million and
$3.9 million in 2009, 2008 and 2007, respectively.

M. Pension Plans

We maintain defined benefit pension plans primardyering certain employees of Computervision, Wwhie acquired in 1998, and of
CoCreate, which we acquired in 2008. Benefits aetd upon length of service and average compensaitio vesting after one to five years
of service. The pension cost was actuarially coegbusing assumptions applicable to each subsigiaryand economic environment. We
adjust our pension liability related to our plangdo changes in actuarial assumptions and perfarenaf plan investments, as shown below.

Effective April 1, 1990, the benefits under the Lp8nsion plan were frozen indefinitely. We conitéall amounts deemed necessary
on an actuarial basis to satisfy IRS funding resmients. Effective in 1998, benefits under two efititernational plans were frozen
indefinitely. In the fourth quarter of 2008, wetld the remaining liability related to one of tegdans and recorded a settlement gain of $2.1
million.
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The following table presents the actuarial assusmgtused in accounting for the pension plans:

U.S. Plan International Plans
2009 2008 2007 2009 2008 2007
Weighted average assumptions used to determir
benefit obligations at September 30 measuren
date:
Discount rate 5.5(% 7.5(% 6.25% 5.1% 5.7% 5.1%
Rate of increase in future compensatior — — — 2.1% 2.2% —
Weighted average assumptions used to determir
periodic pension cost for fiscal years ended
September 3(
Discount rate 7.5(% 6.25% 5.7%% 5.7% 5.2% 4.7%
Rate of increase in future compensal — — — 2.2% 1.C% —
Rate of return on plan ass: 7.5(% 7.5(% 7.5(% 6.2% 5.7% 3.8%

(1)

The rate of increase in future compensatiomaghted for all plans, ongoing and frozen (with% increase for frozen plans). The

weighted rate of increase for ongoing -U.S. plans was 2.7% and 2.9% at September 30, 2002008, respectivel

In selecting the expected long-term rate of reanrassets, we considered the current investmetfoporand the investment return
goals in the plans’ investment policy statemente, With input from the plangrofessional investment managers, also considaeedverag
rate of earnings expected on the funds invested be invested to provide plan benefits. This pssdacluded determining expected returns
for the various asset classes that comprise tmslarget asset allocation. This basis for sabgctihe long-term asset return assumptions is

consistent with the prior year.

For the U.S. plan and the German CoCreate pladptigeterm total return goal, presently 7.50% ar2b%, respectively, includes
income plus realized and unrealized gains and&sel® on the plan assets. Using generally acceptecification techniques, the plans’
assets, in aggregate and at the individual poatfelel, are invested so that the total portfoils exposure and ris&djusted returns best me
the plans’ longerm liabilities to employees. Plan asset allocetiare reviewed periodically and rebalanced toesehiarget allocation amoi
the asset categories when necessary. For theintbarational plans, the rate of return is expettelle in line with fixed income local

government bonds with comparable terms.

The actuarially computed components of net peripditsion cost recognized in our consolidated stamésof operations for each year

are shown below:

Interest cost of projected benefit obligat
Service cos

Expected return on plan ass
Amortization of prior service co:
Settlement gail

Recognized actuarial loss (ga

Net periodic pension co

U.S. Plan International Plans
2009 2008 2007 2009 2008 2007
(in thousands)

$ 5,69 $5,39] $ 4,99( $ 2,312 $ 4,78¢ $ 3,08¢
— — — 1,41( 1,55¢ 73€
(4,979 (5,859 (5,397 (1,909 (3,496 (1,287)
— — — — 19 21

- - - - (2,140 -
1,22¢ 1,01¢ 1,281 (102 1,48¢ 1,46(
$ 1,947 $ 55¢ $ 87¢ $1,717 $2,21¢ $ 4,01¢
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The following tables display the change in bengfiigation and the change in the plan assets amdkfii status of the plans as well as

the amounts recognized in our consolidated balaheets:

Change in benefit obligatiol
Projected benefit obligati—beginning of yea

Service cos
Interest cos
Actuarial loss (gain
Acquisition of CoCreat
Curtailment
Settlemen
Foreign exchange impa
Participant contribution
Benefits paic

Projected benefit obligati—end of yea

Change in plan assets and funded st:

Plan assets at fair va—beginning of yea
Actual return on plan asse
Employer contribution
Participant contribution
Acquisition of CoCreat
Settlemen
Foreign exchange impa
Benefits paic

Plan assets at fair va—end of yea

Projected benefit obligati—end of yea
Funded statu

Accumulated benefit obligati—end of yea

Amounts recognized in the balance sh
Non-current liability

Amounts in accumulated other
comprehensive los
Unrecognized actuarial loss (ga

U.S. Plan International Plans Total
Year ended September 30,
2009 2008 2009 2008 2009 2008
(in thousands)
$ 76,89 $87,28¢ $42,87( $68,15¢ $119,76: $155,44¢
— — 1,64¢ 1,55¢ 1,64¢ 1,55¢
5,69¢ 5,397 2,33¢ 4,78¢ 8,02¢ 10,18¢
23,79C (12,667 1,691 (8,506)  2548. (21,179
— — — 33,59; — 33,591
— — — (17,906) — (17,906
— — — (34,307 — (34,30)
- - 2,852 (1,656) 2,852 (1,65¢6)
— — 54z 46€ 542 46¢
(3,31) (3,129 (1,510 (3,329 (4,82)) (6,44¢)
$103,06¢ $76,89«+ $50,420 $42,87( $153,49. $119,76:
$ 66,68¢ $7826: $31,48: $38,85( $ 98,17 $117,11:
(357)  (10,98¢) 2,17¢ (2,226) 1,821 (13,219
2,714 2,53¢ 4,20¢ 2,14C 6,922 4,67¢
— — 542 46€ 542 46¢
— — — 31,24¢ — 31,24¢
— — — (34,30)) — (34,30))
— — 2,43¢ (1,379 2,43¢ (1,379
(3,31)) (3,129 (1,510 (3,329 (4,82)) (6,44¢%)
65,73¢ 66,68¢ 39,33¢ 31,48: 105,07: 98,17:
103,06¢ 76,894 50,42: 42,87( 153,49: 119,76
$(37,33) $(10,209 $(11,08) $(11,389) $(48,420 $(21,597)
$103,06¢ $76,89«+ $46,89. $39,61( $149,95¢ $116,50:
U.S. Plan International Plans Total
September 30,
2009 2008 2009 2008 2009 2008
(in thousands)
$(37,33) $(10,209) $(11,08) $(11,38Y) $(48,420 $(21,599)
U.S. Plan International Plans Total
September 30,
2009 2008 2009 2008 2009 2008
(in thousands)
$ 65,307 $37,41: $ (1,57 $ (3,099 $ 63,72¢ $ 34,31¢
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We expect to recognize approximately $2.3 milliéthe unrecognized actuarial loss as of Septembe2@9 as a component of net
periodic pension cost in 2010.

The following table shows the percentage of tolahassets for each major category of plan assets:

U.S. Plan International Plans
September 30,
200¢ 200¢ 2009 2008
Asset category

Equity securitie: 60% 60% 38% 39%
Fixed income securitie 40% 40% 42% 51%
Other (1) — — 20% 10%

10C% 10(% 10C% 10C%

(1) Other non-U.S. primarily represent fixed incoamal short term investments held with an insuraoeepany that have a guaranteed rate
of return set annually

We periodically review the pension plans’ investisdn the various asset classes. The current atbseation target is 60% equity
securities and 40% fixed income securities forlih®. plan and the German CoCreate plan, and 1008d fncome securities for the other
international plans. The fixed income securitiasti@ international plans primarily include investms held with insurance companies with
fixed returns. The plans’ investment managers eseighed specific guidelines under which they arei@st the assets assigned to them. In
general, investment managers are expected to remiBinnvested in their asset class with furthienitations on risk as related to investments
in a single security, portfolio turnover and cregliality.

The U.S. plan and the German CoCreate plan’s imest policies prohibit the use of derivatives assted with leverage and
speculation or investments in securities issueBDg, except through index-related strategies araiormingled funds. An investment
committee oversees management of the pension mlassts. Plan assets consist primarily of invessriarmutual funds invested in equity
and fixed income securities.

In 2009, 2008 and 2007, our actual return on ptmets was a gain of $1.8 million, a loss of $13IBan and a gain of $6.3 million,
respectively. Distress in the financial markets ¢tessed, among other things, extreme volatilitganurity prices, severely diminished
liquidity and credit availability, rating downgraglef certain investments and declining valuatiootbirs. Lower than expected returns has
impacted and may continue to impact the amountiamdg of future contributions and expense for thpkans.

Based on actuarial valuations and additional vaigntontributions, we contributed $6.9 million, B4nillion, and $7.7 million in 2009,
2008 and 2007, respectively, to the plans. We expanake contributions totaling approximately $éhiflion in 2010.

As of September 30, 2009, benefit payments expdotbd paid over the next ten years are outlingtiérfollowing table:
International

U.S. Plan Plans Total
(in thousands)

Year ending September

2010 $ 3,271 $ 1,88¢ $ 5,15¢
2011 3,53¢ 1,15¢ 4,69:¢
2012 3,94 1,23¢ 5,181
2013 4,35¢ 1,321 5,67¢
2014 4,79¢ 1,431 6,22¢
2015 to 201¢ 31,17: 9,952 41,12«
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N. Segment Information

We operate within a single industry segment—compadéware and related services. Operating segnaantiefined under GAAP are
components of an enterprise about which separseadial information is available that is evaluategularly by the chief operating decision
maker, or decision-making group, in deciding hovaltocate resources and in assessing performansechief operating decision-making
group is our executive officers. We have two opegaaind reportable segments: (1) Software Produdigh includes license and related
maintenance revenue (including new releases ahdited support) for all our products except tragimelated products; and (2) Services,
which includes consulting, implementation, trainingmputer-based training products, including nmeiahce thereon, and other support
revenue. In our consolidated statements of opergtimaintenance revenue is included in servicenayeéNe do not allocate sales, marketing
or administrative expenses to our operating segsresithese activities are managed on a consolidasisl.

The revenue and operating income attributablededloperating segments are summarized as follows:

Year ended September 30,

2009 2008 2007
(in thousands)
Software Products segment reve $ 691,82! 813,72° 704,53
Services segment reven 246,36( 256,60: 236,74.
Total revenue $ 938,18! $1,070,33 $ 941,27¢
Operating income:(1)(z

Software Products segme $ 397,15t $ 513,98¢ $ 451,71!
Services segmel 19,68( 19,58¢ 19,77(
Sales and marketing expen: (312,84) (314,53) (297,41
General and administrative expen (84,699 (93,799 (81,304
Total operating incom $ 19,29¢ $ 125,24! $ 92,76¢

(1) The operating income reported does not reptdbertotal operating results for each operatirggrent as it does not contain an
allocation of sales, marketing, corporate and gadreard administrative expenses incurred in supgfdiie operating segmen

(2) We recorded restructuring and other chargesrapdocess research and development charges dd $#8ion, $22.0 million and
$15.9 million in 2009, 2008 and 2007, respectively2009, 2008 and 2007, Software Products inclugted million, $4.8 million and
$5.4 million, respectively; Services included $81dlion, $3.5 million and $3.8 million, respectiyelsales and marketing expenses
included $11.5 million, $7.7 million and $5.2 mili, respectively; and general and administratiyieasges included $4.0 million,
$6.0 million and $1.5 million, respectively, of thatal restructuring and other charges and in-m®cesearch and development charges
recorded in those respective peric

Data for the geographic regions in which we opeisafgresented below:

Year ended September 30,
2009 2008 2007
(in thousands)

Revenue
North America(l) $351,37¢ $ 364,67, $365,00:
Europe(2) 373,18 450,29:  353,35¢
Asia-Pacific(3) 213,62¢ 255,36¢ 222,91¢
Total revenue $938,18" $1,070,331 $941,27¢
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September 30,
2009 2008 2007
(in thousands)

Long-lived tangible asset:

North America $41,18:  $38,34:  $40,00:
Europe 6,181 6,291 6,12¢
Asia-Pacific 10,74( 10,62( 8,61¢

Total lon¢-lived tangible asse $58,10f  $55,25¢  $54,74¢

(1) Includes revenue in the United States totaling $381llion, $347.7 million and $347.0 million fo0R9, 2008 and 2007, respective
(2) Includes revenue in Germany totaling $122.0 milli$h49.8 million and $111.8 million for 2009, 2088d 2007, respectivel
(3) Includes revenue in Japan totaling $104.0 milli&i18.2 million and $97.3 million for 2009, 2008 &2@D7, respectively

Our international revenue is presented based olotia¢ion of our customer. We license productsustemers worldwide. Our sales and
marketing operations outside the United Statesanelucted principally through our internationaksasubsidiaries throughout Europe anc
Asia-Pacific region. Intercompany sales and trasdfetween geographic areas are accounted foicasghat are designed to be
representative of unaffiliated party transactions.

0. Subsequent Events

We have evaluated subsequent events as definedB¥ @Grough the date that the financial statememrte issued on November 24,
20009.

Restricted Stock Unit Grants

On November 3, 2009, we granted the restricteckstaids shown in the table below. The performanaseldl RSUs are earned based on
performance conditions established by the Compems@ommittee of our Board of Directors on the grdate and are also subject to service
conditions. Of these RSUs, 490,643 will vest irethinstallments on the later of November 15, 201ih® date the Compensation Committee
determines the extent to which the performanceriaithave been achieved, November 15, 2011 andrivMesel5, 2012, and 149,666 will
vest on the later of November 15, 2012 or the ttleCompensation Committee determines the extemhich the performance criteria have
been achieved. The time-based RSUs were issuadpgees, including our executive officers, and wélst in three substantially equal
annual installments on each of November 15, 200@elber 15, 2011 and November 15, 2012.

Restricted Stock Units Granted November 2009

Performance- Time-

Based RSUs Based RSUs
Number Grante: 640,30« 1,549,41.
Intrinsic Value $ 9,732,62. $23,551,09

Related Party Transaction

On November 19, 2009, we entered into a consu#tgrgement with Professor Michael Porter, a direat®TC. In consideration for
providing consulting services, we made a one-timamgof 12,995 shares of restricted stock to PeafieRorter, half of which will vest on
November 19, 2010 and the other half of which wélst on November 19, 2011. Professor Porter mayesm up to $200,000 in fees
speaking engagements on behalf of PTC. If we teataithe agreement without cause, vesting of alstizees will be accelerated.

F-38



Table of Contents

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Board of Directors and Shareholders of PatdenTechnology Corporation:

In our opinion, the accompanying consolidated foialnstatements listed in the index appearing utider 15(a)(1) present fairly, in all
material respects, the financial position of Paraimé& echnology Corporation and its subsidiarié® (tCompany”)at September 30, 2009 a
2008 and the results of their operations and ttash flows for each of the three years in the pegioded September 30, 2009 in conformity
with accounting principles generally accepted m thited States of America. Also in our opiniore thompany maintained, in all material
respects, effective internal control over financegorting as of September 30, 2009, based orriargstablished internal Control—
Integrated Frameworissued by the Committee of Sponsoring Organizatidrise Treadway Commission (COSO). The Company’s
management is responsible for these financialrsiatés, for maintaining effective internal contrgko financial reporting and for its
assessment of the effectiveness of internal cootret financial reporting, included in “Manageman&nnual Report on Internal Control over
Financial Reporting” appearing under Item 9A. Gasgponsibility is to express opinions on these fim@rstatements and on the Company’s
internal control over financial reporting basedoam integrated audits. We conducted our audits@oadance with the standards of the Public
Company Accounting Oversight Board (United Statéhpse standards require that we plan and perfoenatidits to obtain reasonable
assurance about whether the financial statemeatises of material misstatement and whether effedtiternal control over financial
reporting was maintained in all material respe®is: audits of the financial statements includedharéng, on a test basis, evidence
supporting the amounts and disclosures in the fiahstatements, assessing the accounting prirsciled and significant estimates made by
management, and evaluating the overall financé&éstent presentation. Our audit of internal cordka@r financial reporting included
obtaining an understanding of internal control drgaincial reporting, assessing the risk that aemaltweakness exists, and testing and
evaluating the design and operating effectivenégst@rnal control based on the assessed risk.aQdits also included performing such other
procedures as we considered necessary in the dtanoes. We believe that our audits provide a redse basis for our opinions.

As discussed in Note G to the consolidated findrsteements, the Company changed the manner ichvithdccounts for, and
discloses, uncertain tax positions as of Octobe00y.

A company'’s internal control over financial repogiis a process designed to provide reasonablesassuregarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordanttiegenerally accepted accounting
principles. A company'’s internal control over fircgal reporting includes those policies and proceduhat (i) pertain to the maintenance of
records that, in reasonable detail, accuratelyfainly reflect the transactions and dispositionshaf assets of the company; (ii) provide
reasonable assurance that transactions are recasdeztessary to permit preparation of financékstents in accordance with generally
accepted accounting principles, and that receipdsexpenditures of the company are being madeinrdgcordance with authorizations of
management and directors of the company; anda(iiyide reasonable assurance regarding preventibmely detection of unauthorized
acquisition, use, or disposition of the companygseds that could have a material effect on then@iizé statements.

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

/sl PricewaterhouseCoopers LLP

Boston, Massachusetts
November 24, 200
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SELECTED CONSOLIDATED FINANCIAL DATA

You should read the following selected consoliddilegincial data in conjunction with Item 7. “Managent’s Discussion and Analysis
of Financial Condition and Results of Operationsd aur consolidated financial statements and tlada® notes appearing elsewhere in this
Annual Report.

The consolidated statements of operations datthéoyears ended September 30, 2009, 2008 and 200h@ consolidated balance
sheet data as of September 30, 2009 and 2008 @vedl&om our audited consolidated financial sta¢ats appearing elsewhere in this
Annual Report. The consolidated statements of djperadata for the years ended September 30, 200@@05 and the consolidated balance
sheet data as of September 30, 2007, 2006 anda28@ferived from our audited consolidated finansfatements that are not included in this
Annual Report. The historical results are not nsasly indicative of results in any future period.

FIVE-YEAR SUMMARY OF SELECTED FINANCIAL DATA (1)
(in thousands, except per share data)

2009 2008 2007 2006 2005
Revenue $ 938,18! $1,070,33! $ 941,27¢ $847,98: $707,97!
Operating incom: 19,29t 125,24¢ 92,76¢ 66,51! 73,04:
Net income 31,52: 79,702 143,65t 56,80« 73,181
Earnings per sha—Basic(2) 0.27 0.7C 1.27 0.5z 0.67
Earnings per sha—Diluted(2) 0.27 0.6¢ 1.22 0.5C 0.65
Total asset 1,350,21: 1,349,57: 1,090,31: 901,38 791,59:
Working capital 55,03t 31,141 164,28¢ 53,24: 47,05¢
Long-term liabilities 97,20( 80,69t 65,46« 110,64: 118,01
Stockholder’ equity 761,58: 702,52! 594,50 405,87 296,90!

QUARTERLY FINANCIAL INFORMATION (UNAUDITED)
(in thousands, except per share data)

September 3C
July 4, April 4, January 3,
2009 2009 2009 2009
Revenue $ 246,34: $226,15¢ $ 225,29. $ 240,39:
Operating income (los: 15,191 1,987 (1,427 3,53¢
Net income 15,90( 3,78¢ 7,17¢ 4,65¢
Earnings per shar
Basic $ 0.14 $ 0.02 $ 0.0€ $ 0.04
Diluted $ 0.1: $ 0.0¢ $ 0.0€ $ 0.04
Common Stock prices:(
High $ 14.1¢€ $ 12.8¢ $ 13.2¢ $ 18.3¢
Low $ 10.6¢ $ 10.2Z $ 7.21 $ 9.4¢
September 3C June 28 March 29, December 2¢
2008 2008 2008 2007
Revenue $ 299,54 $271,74¢ $ 257,79: $ 241,24
Operating incom: 47,42¢ 31,92 31,032 14,86¢
Net income 36,50« 14,47( 18,84¢ 9,88(
Earnings per shar
Basic $ 0.3z $ 0.1z $ 0.17 $ 0.0¢
Diluted $ 0.31 $ 0.1z $ 0.1€ $ 0.0¢
Common Stock prices:(
High $ 21.5¢ $ 19.2( $ 18.2Z $ 19.51
Low $ 16.4% $ 14.61 $ 13.6¢ $ 16.11

(1) The consolidated financial position and resafteperations data reflect our acquisitions of @me Software GmbH on November 30, 2007 for $24Wlon in cash; Mathsoft
Corporate Holdings, Inc. on April 28, 2006 for $4illion in cash; and Arbortext, Inc. on July ZB05 for $194.8 million in cash, as well as certatiner less significant businesses
during these periods. Results of operations forttguired businesses have been included in theolidated statement of operations since their adtiprisdates

(2) Effective on February 28, 2006, we implemerdaéverse stock split pursuant to which every §kares of issued and outstanding common stock GfJ#dre automatically
combined into two issued and outstanding sharesmwimon stock without any change in the par valusuch shares. Historical per share data presemtiisisummary has been
retroactively restated to reflect this reverse lstglit.

(3) The common stock prices are based on the NaStdzal Select Market daily high and low sale psic®ur common stock is traded on the Nasdaq GIBekdct Market under the
symbol“PMTC”
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Exhibit 10.9
CONSULTING AGREEMENT

This Consulting Agreement, dated as of Novembe2@09 (“Agreement”), is by and between Parametechhology Corporation, a
Massachusetts corporation having its principal mess address at 140 Kendrick Street, Needham, btassetts 02494 (“PTC"), and Michael
E. Porter, having a business address at Harvarth@&ssSchool, Soldier’s Field Road, Ludcke Housestén, MA 02163 (“Consultant”).

ARTICLE 1
SERVICES TO BE PERFORMED BY CONSULTANT

1.1 ServicesConsultant is engaged to provide the following cditirsg services (the “Services”) to PTC:

(a) Strategic Consulting Service€onsultant shall engage in not fewer than foatsgic consulting sessions with PTC executives per
year (and at least one per quarter), which sessiaai$include review of such documents as mayrbeighed to Consultant by the executive
and discussion of the strategic issues desired tddressed by such executive(s). Consultanttwadide his perspective and advice with
respect to corporate strategy, market positionimyraarketing for PTC and its products and servéicebsassist PTC in developing approaches
and materials to support the same, including tepamation of “white papers” and strategy statemedush sessions shall be held at such
times as may be mutually agreed between the Camtwilhd the executive(s).

(b) Speaking and Management Seminar Eve@snsultant will speak at, participate in, andstss the development of management
seminars sponsored by PTC as mutually agreed fromtb time.

1.2 Oversight.PTC and Consultant will mutually determine the roehand means Consultant will use to perform tndces to be
carried out for PTC.

ARTICLE 2
COMPENSATION AND EXPENSES

2.1 Compensation; Expenses.

(a) Strategic Consulting ServiceBor the strategic consulting Services describe8ection 1.1(a) above, PTC shall issue to Consiudi
one-time grant of PTC’s common stock, $.01 paregler share, as an award of restricted stock UPii€fs 2000 Equity Incentive Plan in an
amount equal to approximately $200,000 on datearitgbased on the closing price of PTC’s commonksbn such date, the “Shares”), the
restrictions on half of which Shares shall lapset@none year anniversary of the grant date ande$tections on the remaining half of which
Shares shall lapse on the two year anniversatyeofitant date or as otherwise set forth in the fofiRestricted Stock Agreement attached

hereto as Appendix A

(b) Executive Management Seminars and Events

(i) Events other than PTC Corporate Visitor Center Esefor each event in which the Consultant partigipditom time to time
after the date of this Agreement other than thesgernplated by Section 2.1(b)(ii) below, PTC spaly Consultant a fee of $30,000.

For each event in which the Consultant participatebehalf of PTC in connection with a trip or aret previously established
the Consultant (“Consultant Planned Eve'), PTC shall pay all reasonable, incrementa-of-pocket expense




incurred by the Consultant in connection with sB3IC event, such expenses to be only the expensesiaed with the PTC event
incremental to those of the Consultant Planned Even

For each PTC-initiated event in which the Constltamticipates on behalf of PTC (other than a CtiastiPlanned Event), PTC
shall pay all reasonable, out-of-pocket expensasriad by the Consultant in connection with suciCRvent.

Consultant shall be reimbursed for expenses induyyeConsultant in connection with this Agreememiyas provided in this
Section 2.1(b)(i). All requests for reimbursememdlsbe in writing and accompanied by such writi@esumentation as may be
reasonably requested by PTC to support the amauhvalidity of such expense.

(i) PTC Corporate Visitor Center Eventgor each event in which the Consultant parti@pditom time to time after the date of
this Agreement at PTC’s Boston-area Corporate ®isitenter, PTC shall pay Consultant a fee of $1%,00

2.2 Compensation Limit. In no event shall the aggregate amount of feé® tpaid to Consultant under Section 2.1(b) of this
Agreement, exclusive of any expense reimbursemertged $200,000.

2.3 Taxes; No Withholding. Consultant shall have sole responsibility forrmpant of all federal, state and local taxes or ¢butions
imposed or required under unemployment insuraramsalksecurity and income tax laws and for filingraquired tax forms with respect to
any amounts paid by PTC to Consultant hereunder.

2.4 No Warranty . PTC makes no representation, warranty or covenghtrespect to the performance of PTC’s commoglsbr the
Shares. Consultant understands, acknowledges aeesaipat the Shares, which constitute the onlypem®ation payable hereunder for
strategic consulting Services as described in &edtil(a), may not increase in value, may decreasalue and may be worth less than
$200,000 on the date the restrictions on the Shapss.

ARTICLE 3
INDEPENDENT CONTRACTOR STATUS

It is the intention of the parties that Consultaetan independent contractor and not an emploge®etgoint venturer, or partner of
PTC. Nothing in this Agreement shall be interpretedonstrued as creating or establishing theiogighip of employer and employee
between PTC and either Consultant or any employegent of Consultant. Consultant shall retainrilet to perform work for others during
the terms of this Agreement, provided such worksduat otherwise violate the provisions of Articlef4this Agreement. PTC shall retain the
right to cause work of the same or a different kKimtbe performed by its own personnel or otherremtors during the term of this Agreeme

ARTICLE 4
CONFIDENTIALITY AND INTELLECTUAL PROPERTY RIGHTS

4.1 Confidentiality. Consultant shall maintain in strict confidence, ahdll use and disclose only as authorized by Rill@)formation
of a competitively sensitive or proprietary natthat he receives in connection with the work perfed for PTC hereunder. Consultant agrees
that, by its nature, the services to be perforneéimder, and any information gathered or compilesbnnection therewith, is of a
competitively sensitive nature which must be mangd in the strictest of confidence. These re$tnist
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shall not be construed to apply to (1) informati@merally available to the public; (2) informatimteased by PTC generally without
restriction; (3) information independently develdp® acquired by Consultant without reliance in aray on other protected information of
PTC; or (4) information approved in advance in ingtfor the use and disclosure of Consultant withestriction. Notwithstanding the
foregoing restrictions, Consultant may use andlaégcany information (a) to the extent requirechhyorder of any court or other
governmental authority or (b) as necessary for toiprotect his interest in this Agreement, butaclecase only after PTC has been so
notified in advance in writing and has had the opputy, if possible, to obtain reasonable protaetior such information in connection with
such disclosure.

4.2 Ownership of Work Product. Consultant hereby assigns to the Company, for daiadal consideration, all Consultant’s rights,
including copyrights, in all deliverables and otherks prepared by Consultant under this Agreen@ansultant shall, and shall cause his
agents to, promptly sign and deliver any documantktake any actions that the Company reasonafplests to establish and perfect the
rights assigned to the Company under this Sectidn 4

ARTICLE 5
TERM AND TERMINATION

5.1 Term. This Agreement will remain in full force and effaattil the earlier of (a) November 19, 2011 ortfly) date the Agreement is
terminated in accordance with the provisions ofti®ad.2 hereof.

5.2 Termination of Agreement.
(a) By Consultant Consultant may terminate this Agreement at amg tiipon thirty (30) days’ advance written notic@%C.

(b) By PTC without CausePTC may terminate this Agreement without Causalédined in Section 5.2(c) below) effective imnaeelly
at any time upon written notice to Consultant.

(c) By PTC for CausePTC may terminate this Agreement for Cause (éaetkbelow), effective immediately upon writtentice to
Consultant that, in the good faith judgment of Buard, (1) an event constituting Cause has occparmd (2) either Consultant had a
reasonable opportunity to take remedial actionféiléd or refused to do so, or an opportunity teeteemedial action would not have been
meaningful or appropriate under the circumstanitesuse”’means (i) Consultant shall have willfully committe act of dishonesty or bree
of trust, or willfully acted in a manner which iimical or injurious to the business or interesPaiC, (ii) Consultant shall have willfully
violated or breached any of the provisions of tggeement and such violation or breach resultetkimonstrable injury to PTC and was not
remedied within thirty (30) days of receipt of veit notice of such violation or breach, if remetkaliii) Consultant’s act or omission to act
has resulted in or was intended to result in gaiortpersonal enrichment of Consultant at PTC'sesp, or (iv) Consultant shall have been
convicted of a felony or any crime involving largeembezzlement or moral turpitude.

5.3 Effect of Termination.

(a) Services Upon termination of this Agreement, Consultargtlshe relieved of performing the Services setifant Section 1.1, exce
for such seminars under Section 1.1(b) as have $&wduled prior to the termination date.

(b) Shares If this Agreement is terminated by Consultantspant to Section 5.2(a) or by PTC pursuant to S8e&i2(c), all Shares
upon which the restrictions have not yet lapsethieydate of such termination shall be forfeited eetdrned to PTC in
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accordance with the terms of the Restricted Stogiedment. If this Agreement is terminated by PT&pant to Section 5.2(b), the
restrictions on the Shares shall automaticallydapsaccordance with the terms of the RestrictediSAgreement.

5.4 Survival. In the event of any termination of this Agreeméitjcles 4 and 6 hereof shall survive and contiueffect.

ARTICLE 6
GENERAL PROVISIONS

6.1 Notices Any notices to be given hereunder by either partshe other shall be delivered to the addressosgt in the introductory
paragraph of this Agreement (and in the case o€@add the Company, shall be addressed to the @e@eunsel) and may be effected either
by personal delivery in writing or by mail, registd or certified, postage prepaid with return recegquested. Notices delivered personally
will be deemed communicated as of actual receiptiléd notices will be deemed communicated as ofdeys after mailing.

6.2 Entire Agreement of the Parties; Supersedes Altrior Agreements. This Agreement supersedes any and all other agrégeme
either oral or written, between the parties hevéth respect to the rendering of services by Caastifor PTC and contains all the covenants
and agreements between the parties with respétoe teendering of such services in any manner whatso

6.3 Partial Invalidity. If any provision in this agreement is held by art@fi competent jurisdiction to be invalid, void, o
unenforceable, the remaining provisions will nelveléss continue in full force without being impdi@ invalidated in any way.

6.4 Parties in Interest.This Agreement is enforceable only by Consultant BRC. The terms of this Agreement are not a cohtra
assurance regarding compensation, continued emplalyror benefit of any kind to Consultant, or aepnéficiary of Consultant, and neither
Consultant, nor any such beneficiary thereof, dalh third-party beneficiary under or pursuartheterms of this Agreement.

6.5 Governing Law.This Agreement will be governed by and construeacicordance with the laws of The Commonwealth of
Massachusetts.

6.6 SuccessorsThis Agreement shall inure to the benefit of, ardomding upon, Consultant and PTC, and their pethsuccessors
and assigns. This Agreement, and the rights arigaitiins hereunder, may not be assigned, nor negulies be delegated, by Consultant.
PTC may assign this Agreement, and the rights &fidadions hereunder, and may delegate the dutiemy entity that controls, is controlled
by, or is under common control with PTC, or to gychaser or other transferee of all or substdaytidll of PTC’s assets or business.

IN WITNESS WHEREOF, the parties have executed@ussulting Agreement as of the date and yeardissive written.
4



CONSULTANT PARAMETRIC TECHNOLOGY CORPORATIO"

/sl Michael E. Porter By: /s/ Barry Cohen

Michael E. Porte Name Barry Coher
Title: Executive Vice President, Strategic
Services & Partnel



Appendix A

PARAMETRIC TECHNOLOGY CORPORATION
2000 Equity Incentive Plan

Restricted Stock Agreement

Grantee: Michael E. Port Date: November 19, 20(

Number of Shares of Restricted Stock: 12,

AGREEMENT dated as of the date set forth above betwParametric Technology Corporation, a Massatisusaporation (the “
Company’), and the undersigned (the “ Grantgepursuant to the Company’s 2000 Equity Incentitan (the “ Plari), receipt of a copy of
which is hereby acknowledged by the Grantee. Ciggathterms used and not otherwise defined inAlgieement have the meanings given to
them in the Plan.

WHEREAS the Grantee is a consultant to the Compiatier a Consulting Agreement dated as of Novem®e2009 by and between
Grantee and the Company (the “Consulting Agreememttier which the Company has agreed to providepemsation in the form of shares
of common stock of the Company to the Granteelferperformance of certain services under such Qumggreement.

NOW, THEREFORE, in consideration of the premiske,garties hereto mutually covenant and agreellasvi

1. Grant of Restricted StockPursuant to the Plan and subject to the restnstand the terms and conditions set forth theveich
terms and conditions are incorporated herein bgreefce, and in this Agreement, the Company grarttset Grantee and the Grantee accepts
the number of shares of Common Stock, $0.01 paevalf the Company set forth above (the “ Restli@ck”). The term “Restricted
Stock” shall include any additional shares of stotkhe Company issued on account of the foregshages by reason of stock dividends,
stock splits or recapitalizations (whether by waynergers, consolidations, combinations or exchamjehares or the like).

2. Restrictions on Stock.

(a) Until the termination of restrictions as prasttin Section 3 hereof, the Restricted Stock madybacold, assigned, transferred,
pledged or otherwise encumbered except as providis Agreement.

(b) No rights or interests of the Grantee undes &dreement or under the Plan may be assignedneyered or transferred other
than (i) to the extent permitted and in accordamitle such procedures adopted by the Committee fiora to time and (ii) by will or tr
laws of descent and distribution. The naming ofesiBnated Beneficiary does not constitute a tran



(c) If the Consulting Agreement is terminated by Grantee pursuant to Section 5.2(a) thereof adh&yCompany pursuant to
Section 5.2(c) thereof or if the Grantee dies amob@es disabled and is unable to perform the sesvinder the Consulting Agreement,
all shares of Restricted Stock that remain sultgetite restrictions imposed under this Sectiondll §fe forfeited and returned to the
Company upon such event unless the Board or then@itbee in its discretion shall otherwise determine.

3. Termination of RestrictionsThe restrictions on 6,498 the shares of the Réstk Stock shall lapse on November 19, 2010 aed th
restrictions on the remaining 6,497 shares shadidaon November 19, 2011. Notwithstanding the foirey if the Consulting Agreement is
terminated by the Company pursuant to Section b&f(the Consulting Agreement, the restrictionsatirshares of the Restricted Stock shall
lapse as of the date of such termination.

4. Rights as StockholdeExcept for the restrictions and other limitati@m conditions provided in this Agreement, therBra as
owner of the Restricted Stock shall have all thbts of a stockholder, including the right to veteh Restricted Stock, provided, however,
that no dividends shall be paid on or accrued vé#ipect to such Restricted Stock.

5. Stock CertificatesEach certificate issued for shares of Restri&&tk shall be registered in the name of the Geaatel deposited
by the Grantee, together with a stock power endiarsélank, with the Company and shall bear thiofaihg (or a similar) legend:

“The transferability of this certificate and theasbs of stock represented hereby are subject tetires, conditions and restrictions
(including forfeiture) contained in a Plan and agréement between the registered owner and Paranietthnology Corporation. A
copy of such Plan and Agreement will be furnisteethe holder of this certificate upon written regjuand without charge.”

Upon the termination of the restrictions imposedarrthis Agreement as to any shares of RestricteckSthe Company shall deliver to
the Grantee (or to such Grantee’s legal represeatdteneficiary or heir) certificates, withoutestrictive legend, for the shares of Common
Stock deposited with it pursuant to this Sectiaas3o which the restrictions have terminated.

6. Tax Withholding The Grantee shall pay to the Company, or makeigiom satisfactory to the Committee for paymentasfy taxes
required by law to be withheld with respect to Restricted Stock no later than the date of the teserating the tax liability. The Company
and its Affiliates may, to the extent permittedlaw, deduct any such tax obligations from any payineé any kind due to the Grantee. In the
Committee’s discretion, the minimum tax obligatisaguired by law to be withheld with respect to Restricted Stock may be paid in whole
or in part in shares of Common Stock valued at thair Market Value on the date of delivery.

7. Securities and Other Law# shall be a condition to the Grantee’s rightdoeive the shares of Restricted Stock hereuhdéthe
Company may, in its discretion, require (a) that$hares of Restricted Stock shall have been aitgd| upon official notice of issuance, u|
any national securities exchange or automated fjaotsystem on which the Company’s Common Stock thap be listed or quoted, (b) that
either (i) a registration statement under the SgesrAct of 1933, as amended (the “ Axtwith respect to the shares shall be in effect,

(i) in the opinion of counsel for the Company, fireposed issuance and delivery of the shareetGthntee shall be exempt from
registration under the Act and the Grantee shaktmade such undertakings and agreements withdh®gp&ny as the Company may
reasonably require, and (c) that such other steasy, as counsel for the Company shall consiégeessary to comply with any law applice
to the issue of such shares by the Company shadl been taken by the Company or the
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Grantee, or both. The certificates representingtiages of Restricted Stock may contain such legasdounsel for the Company shall
consider necessary to comply with any applicable la

8. Adjustment in Provisionslin the event that there are any changes in ttketanding Common Stock of the Company by reason of
stock dividend, extraordinary cash dividend, retzijziation, reorganization, merger, consolidatigpljt-up, spin-off, combination, exchange
of shares or other such transaction affecting the@any’s Common Stock, the divisions of sharesedtRcted Stock into parts, the
provisions for termination of restrictions on pasfdRestricted Stock, and any other relevant postiof this Agreement shall be appropriately
adjusted by the Committee, if necessary, to refigetitably such change or changes.

9. Change in Controlln order to preserve Grantee’s rights underAlgigeement in the event of a change in control ef@ompany (as
defined by the Committee), the Committee in it€diion may at any time take one or more of thimfahg actions: (i) provide for the
acceleration of any time period relating to theni@ation of restrictions set forth in Section 2dwft (ii) provide for payment to Grantee of
cash or other property with a Fair Market Valueada the amount that would have been received dpetermination of restrictions set
forth in Section 2 hereof had such restrictionmiaated upon the change in control, provided suchumt would not otherwise have been
received by Grantee because of the restrictionfodétin Section 2, (iii) adjust the terms of tlligreement in a manner determined by the
Committee to reflect the change in control, (ivisathe Agreement to be assumed, or new rightsisied therefor, by another entity, or
(v) make such other provision as the Committee oumgider equitable to Grantee and in the bestastef the Company.

10. Notice of Election Under Section 83(hj the Grantee makes an election under Secti¢h)88 the Internal Revenue Code of 1986,
as amended, and the regulations and rulings pratadghereunder, Grantee will provide a copy thiei@the Company within thirty days of
the filing of such election with the Internal ReuverService.

11. Amendments The Committee may amend, modify or terminate Agigeement, including substituting therefor anothwsard of the
same or a different type, provided that Granteeissent to such action shall be required, unles€tramittee determines that the action,
taking into account any related action, would natenally and adversely affect Grantee.

12. Consultancy The Grantee shall not be deemed to have anysrightontinued service as a consultant of the Campa virtue of
the grant of Restricted Stock. Neither the adoptmaintenance, nor operation of the Plan nor tlgigeAment shall confer upon the Grantee
any right with respect to the continuance of hissudtancy with respect to the Company.

13. Decisions by CommitteeAny dispute or disagreement that shall arise yrateas a result of, or pursuant to this Agreenséiall be
resolved by the Committee in its absolute and disleretion, and any such resolution or any othégrdenation by the Committee under, or
pursuant to, this Agreement and any interpretadtipthe Committee of the terms of this AgreemertherPlan shall be final, binding, and
conclusive on all persons affected thereby.

14. Notices Any notice that either party hereto shall be megguior permitted to give to the other shall beviiting and may be deliver:
personally, by facsimile or by mail, postage prdpatddressed as follows: to the Company at 140 Ken8treet, Needham, Massachusetts
02494, Attention: General Counsel, or at such ctloieiress as the Company by notice to the Grantgelasagnate in writing from time to
time, and to the Grantee at his address statdtki€onsulting Agreement or at such other address
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as the Grantee, by natice to the General CoungbkeoCompany, may designate in writing from timeinoe.

15. Copies of the Plaopies of the Plan may be obtained by Grantee upitten request without charge from the GeneraliGeli of
the Company.

IN WITNESS WHEREOF, the Company has caused this&gent to be executed by its duly authorized affiaed the Grantee has
hereunto set his or her hand, all as of the dayyaad first above written.

PARAMETRIC TECHNOLOGY CORPORATIO?

By:

Name:
Title:

GRANTEE

Michael E. Porte



Exhibit 10.12
Compensatory Arrangements with Executive Officers

Base salary information for our executive officBns2010 is set forth in the table below.

Name Title Base Salan
C. Richard Harrisol Chief Executive Office $600,00(
James E. Heppelmai  President and Chief Operating Offic $550,00(
Barry F. Coher Executive Vice President, Strategic Services amthBes $415,00(
Paul J. Cunninghat Executive Vice President, Worldwide Sa $415,00(
Anthony DiBona Executive Vice President, Global Maintenance Sui $363,00(
Robert C. Gremle Executive Vice President, Corporate Market $275,00(
Cornelius F. Mose Executive Vice President and Chief Financial Offi $415,00(
Brian A. Shepher Executive Vice President, Product Developrr $275,00(
Aaron C. von Staal Corporate Vice President, General Counsel and ey $350,00(

Compensatory arrangements relating to other aspéots executive compensation program are incluedxhibits to our Annual Report on
Form 10-K for our fiscal year ended September 8092 In addition, further information about competien of our executive officers is
found in our proxy statements on file with the Sé@s and Exchange Commission, as well as in euviogic Current Report on Form 8-K
filings.



SUBSIDIARIES OF PARAMETRIC TECHNOLOGY CORPORATION

Name

Parametric Technology Australia Pty. Limit
Parametric Technology Gesellschaft, m.t
Parametric Technology (Belgium) b.v.b
Parametric Technology Brasil Ltd

Digital Human Inc.

Parametric Technology (Canada) L
Parametric Technology (Shanghai) Software Co.
Parametric Technology (C.R.) s.r
Arbortext, Inc.

Computervision LLC

CV International Holding, Inc

Parametric Holdings In

Parametric Technology International, Ii
PTC Netherlands LL(

Parametric Technology (Denmark) A
Parametric Technology S.,

Parametric Technology Gmk

Parametric Technology (Hong Kong) L
Parametric Technology (India) Private L
PTC Software (India) Private Limite
Parametric Holdings (Ireland) Lt
Parametric Technology (Republic of Ireland) L

Parametric Technology Software and Services Irelamited

PTC (IFSC) Limitec

Parametric Technology Israel Li
Parametric Technology lItalia S.1

PTC Japan Kk

Parametric Korea Co., Lt

Parametric Technology Corporation (Malaysia) Sdmd.t
PTC International, Inc

CV Holding (Mauritius) Ltd.

Parametric Technology Mexico, S.A. de C
Arbortext Holdings B.V

Parametric Netherlands C

Parametric Technology Europe B.
Parametric Technology Nederland B
Relex Software Corporatic

PTC Eastern Europe Limited S.R

PTC International Limited Liability Compar
Parametric Technology Singapore Pte. |
Parametric Technology (Slovakia) s.
Parametric Technology South Africa (Proprietarynlted
Parametric Technology Espana, S

PTC Sweden AL

Parametric Technology (Schweiz) £
Parametric Technology Taiwan L
Arbortext Software Limitec
Computervision Limitec

Computervision Pensions Limitt

Logistics Business Systems Limit

NC Graphics (Cambridge) Limite
Parametric Holdings (UK) Limite
Parametric Technology (UK) Limite

Relex Software (Europe) Limite

Exhibit 21.1

Place of Formation
Australia
Austria
Belgium
Brazil
Canade
Canads
China
Czech Republi
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Denmark
France
Germany
Hong Kong
India
India
Ireland
Ireland
Ireland
Ireland
Israel
Italy
Japar
Korea
Malaysia
Massachuseti
Mauritius
Mexico
Netherland:
Netherland:
Netherland:
Netherland:
Nevada
Romaniza
Russia
Singapore
Slovak Republic
South Africa
Spain
Sweder
Switzerland
Taiwan
United Kingdorr
United Kingdorr
United Kingdorr
United Kingdorr
United Kingdorr
United Kingdorr
United Kingdorr
United Kingdorr



Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by referémt¢lee Registration Statements on Form S-8 (Fide.N833-30516, 333-01299, 3224169,
333-56287, 333-113455, 333-125108, 333-141112 88e139194) of Parametric Technology Corporationwfreport dated November 24,
2009 relating to the consolidated financial statet®i@nd the effectiveness of internal control direncial reporting, which appears in this

Form 10-K.
/sl PricewaterhouseCoopers LLP

Boston, Massachusetts
November 24, 200



EXHIBIT 31.1

CERTIFICATIONS

I, C. Richard Harrison, certify that:

1. | have reviewed this annual report on Forr-K of Parametric Technology Corporatic
2. Based on my knowledge, this report does notatoriny untrue statement of a material fact or donétate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this repo
3.  Based on my knowledge, the financial statemeamd,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep
4.  The registrant’s other certifying officer andrk responsible for establishing and maintainiisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act Rules
13e&15(f) and 15-15(f)) for the registrant and hav
a) Designed such disclosure controls and procedaresused such disclosure controls and procedaoites designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh
b) Designed such internal control over financial réipgr, or caused such internal control over finahaaorting to be designed uni
our supervision, to provide reasonable assuram@ading the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip
c) Evaluated the effectiveness of the registratisslosure controls and procedures and presentiisineport our conclusions about
the effectiveness of the disclosure controls adgatures, as of the end of the period coveredibydport based on such
evaluation; ant
d) Disclosed in this report any change in the tegig’s internal control over financial reportirtgat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a
5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatiorernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):
a) All significant deficiencies and material weakses in the design or operation of internal cordvelr financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpanhcial information; an
b)  Any fraud, whether or not material, that invaweanagement or other employees who have a signifiole in the registrant’s
internal control over financial reportin
Date: November 24, 2009 /sl C. Richard Harriso

C. Richard Harrison
Chief Executive Officer



EXHIBIT 31.2
CERTIFICATIONS

I, Cornelius F. Moses, certify that:

1. | have reviewed this annual report on Forr-K of Parametric Technology Corporatic

2. Based on my knowledge, this report does notatoriny untrue statement of a material fact or donétate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this repo

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

4.  The registrant’s other certifying officer andrk responsible for establishing and maintainiisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act Rules
13e&15(f) and 15-15(f)) for the registrant and hav

a)

b)

c)

d)

b)

Designed such disclosure controls and procedaresused such disclosure controls and procedaoites designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

Designed such internal control over financial réipgr, or caused such internal control over finahaaorting to be designed uni
our supervision, to provide reasonable assuram@ading the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

Evaluated the effectiveness of the registratiisslosure controls and procedures and presentisisineport our conclusions about
the effectiveness of the disclosure controls adgatures, as of the end of the period coveredibydport based on such
evaluation; ant

Disclosed in this report any change in the tegig’s internal control over financial reportirtgat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

The registrant’s other certifying officer antddve disclosed, based on our most recent evaluatimernal control over financial
reporting, to the registrant’s auditors and theitac@mmittee of the registrant’s board of direct@spersons performing the
equivalent functions!

All significant deficiencies and material weakses in the design or operation of internal cordvelr financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpanhcial information; an

Any fraud, whether or not material, that invaveanagement or other employees who have a sigmifiole in the registrant’s
internal control over financial reportin

Date: November 24, 2009 /sl Cornelius F. Moses, |

Cornelius F. Moses, IlI
Executive Vice President and Chief Financial Office



EXHIBIT 32

Certification of Periodic Financial Report
Pursuant to 18 U.S.C. Section 1350

Pursuant to 18 U.S.C. Section 1350, as adoptedignir$o Section 906 of the Sarbanes-Oxley Act @22@ach of the undersigned officers of
Parametric Technology Corporation (the “Companitifies that, to his knowledge, the Annual Remort-orm 10-K of the Company for

the year ended September 30, 2009 fully complidis thie requirements of Section 13(a) or 15(d) ef$ecurities Exchange Act of 1934 and
information contained in that Form 10-K fairly peess, in all material respects, the financial ctadiand results of operations of the
Company.

Date: November 24, 2009 /s/ C. Richard Harriso

C. Richard Harrison
Chief Executive Officer

Date: November 24, 2009 /sl Cornelius F. Moses, |

Cornelius F. Moses, Il
Executive Vice President and Chief Financial Office




