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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

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

For the quarterly period ended September 30, 2009
OR

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

For the transition period from to

Commission File Number 001-33458

TERADATA CORPORATION

(Exact name of registrant as specified in its chaetr)

Delaware 75-323647C
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)

2835 Miami Village Dr.
Dayton, Ohio 45342

(Address of principal executive offices) (Zip Code)

Registrant’s telephone number, including area code(866) 548-8348

Indicate by check mark whether the registrant € filed all reports required to be filed by Secti® or 15 (d) of the Securities Exchange
Act of 1934 during the preceding 12 months (orsiech shorter period that the registrant was redquodile such reports), and (2) has been
subject to such filing requirements for the pastie@s. Yes No [

Indicate by check mark whether the registrant ldsmstted electronically and posted on its corpo¥&tb site, if any, every Interactive Data
File required to be submitted and posted pursuaRide 405 of Regulation S-T during the precedi@grbnths (or for shorter period that the
registrant was required to submit and post suel)til Yes [ No O

Indicate by check mark whether the registrantlearge accelerated filer, an accelerated filer, @accelerated filer, or a smaller reporting
company. See the definitions of “large acceleréited” “accelerated filer” and “smaller reportirgpmpany” in Rule 12b-2 of the Exchange
Act.

Large accelerated file Accelerated filel O
Non-accelerated file O Smaller reporting compar [

Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exgle Act). Yes[ No

At November 2, 2009, the registrant had approxiiyet@l.2 million shares of common stock outstanding
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Part 1. Financial Information
Item 1. FINANCIAL STATEMENTS

Teradata Corporation
Condensed Consolidated Statements of Income (Unateld)

Three Months Ended

Nine Months Ended

September 30, September 30,

In millions, except per share amounts 2009 2008 2009 2008
Revenue
Product revenu $ 191 $ 21: $ 53¢ $ 59¢
Service revenu 234 22€ 68C 67C
Total revenue 42E 43¢ 1,21: 1,26¢
Costs and operating expenses
Cost of product 72 76 192 211
Cost of service 12¢€ 12¢€ 361 37¢
Selling, general and administrative exper 11z 12% 34k 371
Research and development exper 26 28 83 78
Total costs and operating expense 337 353 981 1,03¢
Income from operations 88 86 232 231
Other income (expense), r (4 (1) 4 4
Income before income taxe 84 85 22¢ 23t
Income tax expens 21 25 58 64
Net income $ 63 $ 60 $ 17C $ 171
Net income per common shart

Basic $ 0.37 $ 0.3¢ $ 0.9¢ $ 0.9

Diluted $ 0.3€ $ 0.3: $ 0.9¢ $ 0.94
Weighted average common shares outstandir

Basic 171.7 177.t 172.¢ 179.1

Diluted 174.1 179.¢ 174.1 181.C

See Notes to Condensed Consolidated Financialrs¢ats (Unaudited).
3
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In millions, except per share amounts
Assets
Current Asset
Cash and cash equivalel
Shor-term investment
Accounts receivable, n
Inventories
Other current asse
Total current asse
Property and equipment, r
Capitalized software, ni
Goodwill
Deferred income taxe
Other asset
Total assets

Liabilities and stockholders’ equity

Current liabilities
Accounts payabl

Payroll and benefits liabilitie

Deferred revenu
Other current liabilitiet

Total current liabilities

Teradata Corporation
Condensed Consolidated Balance Sheets (Unaudited)

Pension and other postemployment plan liabili

Other liabilities
Total liabilities

Commitments and contingencies (Note 7

Stockholders’ equity

Preferred stock: par value $0.01 per share, 10tfes authorized, no shares issued and
outstanding at September 30, 2009 and Decemb@(088,

Common stock: par value $0.01 per share, 500.@&slarthorized, 181.8 and 180.5 shares
issued at September 30, 2009 and December 31, g&factively

Paic-in capital

Treasury stock: 10.5 and 6.9 shares at Septemb@089 and December 31, 2008, respecti

Retained earning

Accumulated other comprehensive inca

Total stockholders’ equity

Total liabilities and stockholders’ equity

See Notes to Condensed Consolidated Financialrs¢ats (Unaudited).
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September 3C

2009

$ 704

32€
46
71
1,147
90
97
11¢
81
14

$ 1,53¢

96
265
71
Bl
82
28
624

60€
(210)

49¢

18

91t

$ 1,53¢

December 31

2008

$ 40z
40

451

44

78

1,01t

88

8C

11C

10¢

28

$ 143

$ 99
83

25E

10z

54C

83

30

658

572
(137)

32¢

11

777

$ 143
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Teradata Corporation
Condensed Consolidated Statements of Cash Flows (&lrdited)

In millions
Operating activities
Net income
Adjustments to reconcile net income to net caskigeal by operating activitie:
Depreciation and amortizatic
Stocl-based compensation expel
Excess tax benefit from stc-based compensatic
Deferred income taxe
Impairment of equity investme
Changes in assets and liabiliti
Receivable!
Inventories
Current payables and accrued expel
Deferred revenu
Other assets and liabilitic

Net cash provided by operating activities

Investing activities

Proceeds from sales and maturities of «term investment
Purchases of sh-term investment

Expenditures for property and equipm

Additions to capitalized softwal

Other investing activities and business acquisjtiat

Net cash used in investing activities

Financing activities

Repurchases of common stc

Excess tax benefit from stc-based compensatic
Other financing activities, ni

Net cash used in financing activities
Effect of exchange rate changes on cash and casba&nts

Increase in cash and cash equival
Cash and cash equivalents at beginning of pe

Cash and cash equivalents at end of peric

See Notes to Condensed Consolidated Financialrs¢ats (Unaudited).
5

Nine Months Ended
September 30,

2009 2008
$17C $ 171
46 47
17 15
(2) (1)
23 29

5 3
121 141
(1) 9
(16) (60)
7 (3)
(6) (29
364 327

65 —
(29 (50)
(18) (13
43 (45)
6 (24)
(15) (132)
71) (137)
2 1

14 6
(55) (130)
8 )
302 58
402 27C
$ 704 $ 32¢
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (UNAUDITED)

1. BASIS OF PRESENTATION

These statements have been prepared pursuantridébeand regulations of the U.S. Securities axchBnge Commission (“SEC”) and, in
accordance with those rules and regulations, dinghide all information and footnote disclosur@smally included in annual financial
statements prepared in accordance with accountingiples generally accepted in the United StafeSmerica (“GAAP”). In the opinion of
management, the condensed consolidated finanaigihsents reflect all adjustments, consisting ofilyasmal recurring adjustments,
necessary to fairly state the results of operatifinancial position and cash flows of Teradatag@oation (“Teradata” or the “Company”) for
the interim periods presented herein. The year28@@ condensed consolidated balance sheet datdenimed from audited financial
statements, but does not include all disclosurgsired by GAAP. The preparation of condensed catatadd financial statements in
conformity with GAAP requires management to make efsestimates and assumptions that affect theteghamounts and disclosures.
Actual results may vary from these estimates. Sylesat events were evaluated through November 5,286 date of financial statement
issuance.

These condensed consolidated interim financiaéstahts should be read in conjunction with the clieted financial statements and notes
thereto included in Teradata’s most recent Annweggdd®t on Form 10-K for the fiscal year ended Decendi, 2008 (the “2008 Annual
Report”). The results of operations for any integeriod are not necessarily indicative of the rissof operations to be expected for the full
year.

On September 30, 2007, Teradata became an indegepdblicly-traded company when it was separatadspin off (the “Separation”)
from its former parent company, NCR Corporation CRI’).

2. NEW ACCOUNTING PRONOUNCEMENTS

Accounting Standards Codification.The Accounting Standards Codification (*“ASC”) hasbme the source of authoritative accounting
principles recognized by the Financial Accountingr§lards Board (“FASB”) to be applied by nongoveental entities in the preparation of
financial statements in conformity with GAAP. Th&®& is effective for financial statements issuedriterim and annual periods ending a
September 15, 2009. The ASC has superseded alirting standards not issued by the SEC. The ASZ @rdnges the referencing of
financial accounting standards and does not changter existing GAAP.

Revenue Recognitionln October 2009, the FASB issued an update regamdwenue arrangements with multiple deliverabléss update
provides principles for allocation of consideratamong its multiple-elements, allowing more altéines in identifying and accounting for
separate deliverables under an arrangement. Tlamgee will eliminate the residual method of allomatand introduces the relative selling
price method for valuing the elements of a bun@ledngement if vendor-specific objective evidencehod-party evidence of selling price is
not available, and significantly expands relatextidisure requirements. This guidance is effectiva prospective basis for revenue
arrangements entered into or materially modifiefiScal years beginning on or after June 15, 2@&l@rnatively, adoption may be on a
retrospective basis, and early application is peeihi The Company is currently evaluating the imhpé@dopting this standard.

Software Revenue Recognitionn October 2009, the FASB issued an update dealitigrevenue arrangements that include software
elements. The amendments change the accounting foodevenue arrangements that include both tdagiboducts and software elements.
Tangible products containing software componentsramsoftware components that function togetheietiver the tangible product’s
essential functionality are no longer within these of software revenue guidance. In additionatihhendments in this update provide
additional guidance on how to determine which saftwy if any, relating to the tangible product aksmuld be excluded from the scope of
existing software revenue guidance. The amendnietités update will be effective prospectively fevenue arrangements entered into or
materially modified in fiscal years beginning onadter June 15, 2010, and early application is |ittg&ch The Company is currently evaluat
the impact of adopting this standard.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (UNAUDITED)—(Continued)

Subsequent Eventsln May 2009, the FASB issued an update relatedibeesguent events. This new guidance modifies tfiritilen of what
qualifies as a subsequent everitese events or transactions that occur followirgttalance sheet date, but before the financi@retants ar
issued, or are available to be issued—and reqooepanies to disclose the date through which itevatuated subsequent events and the
basis for determining that date. The Company adbifte new guidance for the quarter ended June@®®.Z'he adoption of this new
standard did not have a material impact on the @Gmyg Financial Statements.

Transfers of Financial Assetsln June 2009, the FASB issued an update relataddounting for transfers of financial assets. Tipidate wil
require entities to provide more information absafies of securitized financial assets and simitarsiactions, particularly if the seller retains
some risk with respect to the assets. The new ga@is effective for fiscal years beginning aftevimber 15, 2009. As the Company is not
engaged in the sale of securitized financial asfetsadoption of this standard is not expectdubice a material effect on the Company’s
Financial Statements.

Variable Interest Entities. In June 2009, the FASB issued an update dealifgwaitiable interest entities. This new guidancksé¢e
improve financial reporting by companies involveithawariable interest entities and to provide malevant and reliable information to us
of financial statements. This update is effectwefiscal years beginning after November 15, 2009the Company is not involved in any
variable interest entities, the adoption of this/rstandard is not expected to have a material impathe Company’s Financial Statements.

Benefit Plan Assetsin December 2008, the FASB issued a new pronounceameemployers’ disclosures about postretirementfit plan
assets. This new pronouncement provides guidanes @mployer’s disclosures about plan assets efinatl benefit pension or other
postretirement plan and is effective for fiscalngeanding after December 15, 2009. The Company dokeanticipate the adoption of this
standard to have a material impact on the Compdfigancial Statements.

Impairments. In April 2009, the FASB issued an update relatethéorecognition and presentation of other-thanptmary impairments. This
update provides guidance on the recognition ofretiten-temporary impairments of investments in dsuturities and provides new
presentation and disclosure requirements for dtiem-temporary impairments of investments in dabit @quity securities. This guidance is
effective for all interim and annual periods endaitgr June 15, 2009. The adoption of this standatdhot have a material impact on the
Company’s Financial Statements.

Fair Value. In April 2009, the FASB issued an update dealinthwletermining fair value when the volume and lexfedctivity for the asset
or liability have significantly decreased and fdemtifying transactions that are not orderkhis update, which is effective for interim and
annual reporting periods ending after June 15, 2p%ides additional guidance for determining faifue and requires new disclosures
regarding the categories of fair value instrumesgsyell as the inputs and valuation techniqueizedi to determine fair value and any
changes to the inputs and valuation techniquesiguiie period. The adoption of this standard didhawe a material effect on the Company’
Financial Statements.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (UNAUDITED)—(Continued)
3. SUPPLEMENTAL FINANCIAL INFORMATION

Three Months Ended Nine Months Ended
September 30, September 30,
In millions 2009 2008 2009 2008
Comprehensive Income
Net income $ 63 $ 60 $ 17¢ $ 171
Other comprehensive income, net of 1
Net change in unrealized components of definedfiiguians, net of ta: — 11 — 12
Currency translation adjustmel 3 3) 7 (©)]
Total comprehensive income $ 66 $ 68 $ 177 $ 18C
As of
September 3C December 31
In millions 2009 2008
Inventories
Finished good $ 27 $ 22
Service part: 19 22
Total inventories $ 46 $ 44

4. INCOME TAXES

Income tax provisions for interim periods are baseastimated annual income tax rates, adjusteeflect the effects of any significant
infrequent or unusual items which are requireddaliscretely recognized within the current intepieriod. The Company’s intention is to
permanently reinvest its foreign earnings outsitéhe United States. As a result, the effectivertrs in the periods presented are largely
based upon the forecasted pre-tax earnings miabmehtion of certain expenses in various taxinigflictions where the Company conducts
its business that apply a broad range of statubtmgme tax rates, certain of which are less tharlits. statutory rate.

The effective tax rate for the three months endsut&Snber 30, 2009 and September 30, 2008 was 2in@%9.4%, respectively. The
effective tax rate for the nine months ended Sepé&rrB0, 2009 and September 30, 2008 was 25.4% a@éo2 respectively. The tax rate for
these periods are based on the pre-tax earningbyjixisdiction of Teradata and its subsidiarieger the Company’s current structure after
considering items specifically related to the iimteperiods. The tax rate for the three and ninethmanded September 30, 2008 included
million discrete charge to reflect a change inmeate identified in conjunction with filing the Compy’s 2007 U.S. federal tax return.

5. EMPLOYEE BENEFIT PLANS
Components of net periodic benefit cost of the Camyfs pension plans for the three and nine montkde@ September 30 are as follows:

Three Months Ended Nine Months Ended
Pension Plan September 30, September 30,
In millions 2009 2008 2009 2008
Service cos $ 2 $ — $ 5 $ 4
Interest cos — 1 2 3
Expected return on plan ass Q) — () 2
Amortization of actuarial los 1 — 1 —
Participant contribution (1) — D —
Total costs $ 1 $ 1 $ 5 $ 5
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (UNAUDITED)—(Continued)

Components of net periodic benefit cost of the Canyfs postemployment plans for the three and ninaths ended September 30 are as
follows:

Three Months Ended Nine Months Ended
Postemployment Plan September 30, September 30,
In millions 2009 2008 2009 2008
Service cos $ 1 $ 1 $ 3 $ 4
Interest cos — 1 1 2
Amortization of actuarial los — 1 — 2
Total costs $ 1 $ 3 $ 4 $ 8

The decrease in postemployment expense from the-year period was primarily driven by a decreasthe Companyg involuntary turnove
rate assumption.

Employer Contributions

Pension.For the three and nine months ended Septembel080, Zeradata contributed approximately $3 milkord $8 million to its
pension plans, respectively. Teradata anticipataefributing an additional $1 million to its pensipkans in 2009 for a total of $9 million.

Postemployment.For the three and nine months ended Septembei0809, Zeradata paid approximately $1 million and@Bion in
postemployment benefits, respectively. Teradat@ipates paying an additional $3 million in postdoyment benefits in 2009 for a total of
$6 million.

6. DERIVATIVE INSTRUMENTS AND HEDGING ACTIVITIES

On January 1, 2009, the Company adopted a new atiegistandard related to disclosures about devir@struments and hedging
activities. This new standard requires qualitatiiszlosures about objectives and strategies forguderivatives, quantitative disclosures at
fair values and gains and losses on derivativeunstnts, and disclosures about credit-risk relatedingent features in derivative
agreements.

As a portion of the Company’s operations and reeesucur outside the United States and in curremttesr than the U.S. dollar, the
Company is exposed to potential gains and losses ¢éhanges in foreign currency exchange rates. ifigate the impact of currency
fluctuations, the Company uses foreign exchangedunt contracts to hedge transactional exposuredtiresfrom foreign currency
denominated inter-company receivables and payablesforward contracts are designated as fair Viadlges of specified foreign currency
denominated inter-company receivables and payalnidgenerally mature in three months or less. Téragany does not hold or issue
derivative financial instruments for trading purpssnor does it hold or issue leveraged derivatisguments. By using derivative financial
instruments to hedge exposures to changes in egehates, the Company exposes itself to credit Tikk Company manages exposure to
counterparty credit risk by entering into derivatfinancial instruments with highly rated instituts that can be expected to fully perform
under the terms of the applicable contracts.

All derivatives are recognized in the Condensedstbdated Balance Sheet at their fair value. Thevidues of foreign exchange contracts
are based on market spot and forward exchange fegagbese fair value amounts relate to open forerhange contracts which have not
reached maturity, they represent possible gaihssses that may not be realized in the future. Géautin the fair value of derivative financial
instruments, along with the loss or gain on thegleeldasset or liability, are recorded in curreniqzeearnings. The notional amounts repre
agreed-upon amounts on which calculations of doliate exchanged are based, and are an indicdttbe extent of Teradata’s involvement
in such instruments. These notional amounts deemtsent amounts exchanged by the parties andfdhe, are not a measure of the
instruments. Across its portfolio of contracts, d@ata has both long and short positions relatithed).S. dollar. As a result, Teradata’s net
exposure is less than the total contract notiomadumt of the Company’s foreign exchange forwardiamts.

9
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (UNAUDITED)—(Continued)

At September 30, 2009, the contract notional amofitie Company’s foreign exchange forward confragis $52 million ($28 million on a
net basis). At September 30, 2009, the Companyahachmaterial liability for its active foreign exahge forward contracts currently in an
unrealized loss position, which is recorded indtteer current liabilities section of its Conden§amhsolidated Balance Sheet, and no assets
for active foreign exchange forward contracts autifyein an unrealized gain position.

Gains and losses from the Company’s fair value dedfpreign currency forward contracts and reldtediged items) were immaterial for the
three and nine months ended September 30, 2008eptdmber 30, 2008. Gains and losses from foreighaege forward contracts are fully
recognized each period and reported along witloffsetting gain or loss of the related hedged iteitier in cost of products or in other
income, depending on the nature of the related éetdgm.

7. COMMITMENTS AND CONTINGENCIES

In the normal course of business, the Companyliestito proceedings, lawsuits, claims and othetters including those that relate to the
environment, health and safety, employee benefsort compliance, intellectual property, tax mtt@nd other regulatory compliance and
general matters, including those described below.

The Company is subject to governmental investigatiand requests for information from time to tiths.previously reported prior to
Teradata’s Separation from NCR, the United Statgsaltment of Justice is conducting an investigatégarding the propriety of the
Company'’s arrangements or understandings with stihezonnection with certain federal contracts redadequacy of certain disclosures
related to such contracts. The investigation aiise®nnection with civil litigation in federal drgct court filed under the qui tam provisions
the civil False Claims Act against a number of infation technology companies, including the Compdime complaints against the
Company remain under seal. The Company continuesrtduct its own internal investigation and anaecusing on the propriety of cert:
transactions under federal programs under whicadaa was a contractor. During 2008 the Compamedhevidence with the Justice
Department of questionable conduct that the Compaegvered and is continuing to cooperate withlingtice Department in its
investigation.

A separate portion of the government'’s investigatigates to the adequacy of pricing disclosuredatia the government in connection with
negotiation of NCR’s General Services Administratitederal Supply Schedule as it relates to Terageta to the Company’s Separation
from NCR, and to whether certain subsequent padections were properly passed on to the governrBetih NCR and the Company are
participating in this aspect of the investigatiaiith respect to certain products and services ofieand each will assume financial
responsibility for its own exposures, if any, witliandemnification from the other. At this timegt&ompany is unable to determine the e
of its liability with respect to this aspect of timwestigation.

The Company has an accrual of approximately $2anillelated to the current best estimate of prabahbility relating to these matters. The
Company believes the amounts provided in its firerstatements are adequate in light of the prabaht estimable liabilities. However,
because such matters are subject to many uncérfaitite outcomes are not predictable and therbea assurances that the actual amc
required to satisfy alleged liabilities from thetteas described above and other matters, and tplyomith applicable laws and regulations,
will not exceed the amounts reflected in the Comgfsafinancial statements or will not have a matesidverse effect on its results of
operations, financial condition or cash flows.

Guarantees and Product Warranties Guarantees associated with the Company’s busiméisgias are reviewed for appropriateness and
impact to the Company’s financial statements. Rically, the Companyg customers enter into various leasing arrangenceotslinated witl
a leasing company. In some instances, the Compaanagtees the leasing company a minimum valuesatrtd of the lease term on the
leased equipment. As of September 30, 2009, thénmugx future payment obligation of this guaranteatiie and the associated liability
balance was $4 million.

10
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (UNAUDITED)—(Continued)

The Company provides its customers a standard raetwér’s warranty and records, at the time ofstile, a corresponding estimated
liability for potential warranty costs. Estimatadure obligations due to warranty claims are bagssh historical factors such as labor rates,
average repair time, travel time, number of sergadés and cost of replacement parts. For eachuromsated sale, the Company recognizes
the total customer revenue and records the asedaiarranty liability using pre-established warygmércentages for that product class.

The following table identifies the activity relagjrio the warranty reserve for the nine months ergkgutember 30:

In millions 200¢ 2008
Warranty reserve liability

Beginning balance at Januar $6 $ 6
Provisions for warranties issu 8 9
Settlements (in cash or in kin 9 (10
Balance at September $5 $ 5

The Company also offers extended and/or enhancestage to its customers in the form of maintenaegracts. The Company accounts
these contracts by deferring the related maintemagenue over the extended and/or enhanced cavpesipd. Costs associated with
maintenance support are expensed as incurred. Asagsociated with these maintenance contractsodiacluded in the table above.

In addition, the Company provides its customeré wértain indemnification rights. In general, thengpany agrees to indemnify the custo

if a third party asserts patent or other infringatman the part of the customer for its use of then@anys products. The Company has ente
into indemnification agreements with the officerslalirectors of its subsidiaries. From time to tithe Company also enters into agreements
in connection with its acquisition and divesturé\aties that include indemnification obligationg the Company. The fair value of these
indemnification obligations is not readily deterialie due to the conditional nature of the Compapgtential obligations and the specific
facts and circumstances involved with each padicagreement, and as such the Company has noteecariability in connection with the
indemnification arrangements. Historically, paynsemiade by the Company under these types of agréefmave not had a material effect on
the Company'’s consolidated financial conditionufesof operations or cash flows.

8. FAIR VALUE MEASUREMENTS

As of January 1, 2008, the Company adopted a neauating standard dealing with fair value measurgméor financial assets and

liabilities recorded at fair value on a recurrirggls, and as of January 1, 2009 for non-finansséts and liabilities. This standard established
a three-tier fair value hierarchy, which priorizéhe inputs used in measuring fair value. Thegs thclude: Level 1, defined as observable
inputs such as quoted prices in active marketglartical assets or liabilities; Level 2, definediaputs other than quoted prices in active
markets that are either directly or indirectly alvedle, quoted prices in active markets for simélssets or liabilities, or quoted prices in less-
active markets for identical assets; and Levek®inéd as unobservable inputs in which little ommarket data exists, therefore requiring an
entity to develop its own assumptions. Financiaksand liabilities are classified in their engireased on the lowest level of input that is
significant to the fair value measurement.

The Company’s assets and liabilities measuredravddue on a recurring basis include money mafiltetls and foreign currency exchange
contracts. A portion of the Company’s excess caskmves are held in money market funds which genérgerest income based on the
prevailing market rates. Money market funds aréuhed in cash and cash equivalents in the Compdajance sheet. Money market fund
holdings are measured at fair value using quotetteb@rices and are classified within Level 1 of thaluation hierarchy. When deemed
appropriate, the Company minimizes its exposuhtmges in foreign currency exchange rates thrtheglise of derivative financial
instruments, specifically, forward foreign exchamgatracts. The fair value of these contracts axasured at the end of each interim
reporting period using observable inputs other tamted prices. As such, these derivative instrusare classified within Level 2 of the
valuation hierarchy. Unrealized fair value gainsdpen contracts are recognized as assets andinadefair value losses are recognized as
liabilities in the Company’s

11
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (UNAUDITED)—(Continued)

Condensed Consolidated Balance Sheets. At Septe88h2009, the Company had an immaterial fair véhlglity for its open foreign
exchange forward contracts currently in an unredlipss position, which was recorded in the otlierent liabilities section of its Condensed
Consolidated Balance Sheet, and no fair value sifsebpen foreign exchange forward contracts cifilyen an unrealized gain position. Any
realized gains or losses would be mitigated byesponding gains or losses on the underlying expssur

At September 30, 2009, the Company had no mataialities measured at fair value on a recurrirgib. The Company’s assets measured a
fair value on a recurring basis at September 309 2@re as follows:

Fair Value Measurements at Reporting Date Using

Quoted Prices ir Significant
Active Markets Other Signficant
for Identical Observable Unobservable
Assets Inputs Inputs

In millions September 30, 20C (Level 1) (Level 2) (Level 3)
Assets
Money market fund $ 462 $ 462 $ — $ —
Total Assets $ 462 $ 462 $ — $ —

9. EARNINGS PER SHARE

Basic earnings per share is calculated by dividigigincome by the weighted average number of shartssanding during the reported peri
The calculation of diluted earnings per sharernslar to basic earnings per share, except thaiviiighted average number of shares
outstanding includes the dilution from potentiadsds resulting from stock options and unvestedicést stock awards.

The components of basic and diluted earnings pamesire as follows:

Three Months Ended Nine Months Ended
September 30, September 30,

In millions, except per share amounts 2009 2008 2009 2008
Net income available for common stockhold $ 63 $ 60 $ 17C $ 171
Weighted average outstanding shares of common 171.5 177.5 172.¢ 179.1
Dilutive effect of employee stock options and niestd stock 2.4 1.6 1.7 1.9
Common stock and common stock equivalt 174.1 179.4 174.1 181.C
Earnings per shar
Basic $ 0.37 $ 0.34 $ 0.9¢ $ 0.9t
Diluted $ 0.3€ $ 0.3: $ 0.9¢ $ 0.94

Options to purchase 0.8 million and 2.0 milliongsaof common stock for the three and nine montldee@ September 30, 2009 and

1.4 million and 1.3 million shares for the three aiine months ended September 30, 2008 were rlodied in the computation of diluted
earnings per share because their exercise pricesgueater than the average market price of thenemmshares for the respective periods
and, therefore, the effect would have been antitigie.

10. SEGMENT AND OTHER SUPPLEMENTAL INFORMATION

Teradata manages its business in three geograians, which are also the Company’s operating se¢gn (1) the North America and Latin
America (“Americas”) region; (2) the Europe, Middiast and Africa (‘EMEA”) region; and (3) the Ad?acific and Japan (“APJ") region.
Management evaluates the performance of its segnhased on revenue and segment margin, and doexluoke segment assets for
management reporting purposes. Corporate-relatetd ece fully allocated to the segments.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (UNAUDITED)—(Continued)

The following table presents regional segment reeeand segment gross margin for the Company:

Three Months Ended Nine Months Ended
September 30, September 30,
In millions 2009 2008 2009 2008
Revenue
Americas $ 247 $ 25: $ 681 $ 69¢
EMEA 10¢ 10€ 324 337
APJ 69 80 20¢ 232
Total revenue 42F 43¢ 1,21 1,26¢
Gross margin
Americas 13€ 144 38¢ 394
EMEA 58 55 17k 17k
APJ 31 38 97 111
Total gross margin 227 237 66C 68C
Selling, general and administrative exper 112 122 34t 371
Research and development exper 26 28 83 78
Total income from operations $ 88 $ 86 $ 232 $ 231
The following table presents revenue by productserdices for the Company:
Three Months Ended Nine Months Ended
September 30, September 30,

In millions 2009 2008 2009 2008
Products (software and hardwa® $ 191 $ 21z $ 532 $ 59¢
Professional service 124 11¢ 357 351
Maintenance service 11C 10¢ 323 31¢
Total service: 234 22€ 68C 67C
Total revenue $ 428 $ 43¢ $121F $1,26¢

@ Our data warehousing hardware and software produwetsften sold and delivered together in the fofra “node” of capacity as an

integrated technology solution. Accordingly, iingpracticable to provide the breakdown of revenmoenfvarious types of hardware
and software product

ltem2.  MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS
(‘MD&A”")

You should read the following discussion in conjunction with the Condensed Consolidated Financial Satements and the notes to those
statements included elsewhere in this Quarterly Report on Form 10-Q. This Quarterly Report on Form 10-Q contains certain statements that
are forward-looking within the meaning of the Private Securities Litigation Reform Act of 1995. Certain statements contained in the MD& A
are forward-looking statements that involve risks and uncertainties. The forward-looking statements are not historical facts, but rather are
based on current expectations, estimates, assumptions and projections about our industry, business and future financial results. Our actual
results could differ materially from the results contemplated by these forward-looking statements due to a number of factors, including those
discussed in other sections of this Quarterly Report on Form 10-Q and in the 2008 Annual Report on Form 10-K.
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Third Quarter Financial Overview
As more fully discussed in later sections of thiB&A, the following were significant financial itenfsr the third quarter of 2009:

» Total revenue was $425 million for the third quad&2009, down 3% from the third quarter of 2008e total year-over-year
revenue comparison included a 1% adverse impaut fooeign currency fluctuations. Lower product newe was the primary
driver in the reported ye-over-year revenue declin

e Gross margin decreased to 53.4% in the third quafte009 from 54.0% in the third quarter of 20@0ss margins declined
primarily due to the impact of higher amortizatiicapitalized software costs on product margissyell as the impact of lower
product revenue volume, offset in part by impropedfessional services margit

» Operating income was $88 million in the third qeaf 2009, compared to $86 million in the thirdageer of 2008. The increase
operating income was largely due to lower operagixgenses as well as higher services volume angimaiffset in part by lowe
product revenue. The $12 million decrease in opegatxpenses included a $10 million decrease imgeleneral and
administrative (“SG&A”) expenses and a $2 millioecdease in research and development (“R&D”) expeaseompared to the
third quarter of 200¢

* Netincome of $63 million in the third quarter df@® increased from $60 million in the third quaxd&2008, based primarily ¢
lower SG&A expenses and an expected lower effetsixeate in the quarte

Strategic Overview

Teradata is in a leadership position to help corigsamanage the continual increases in data volurdeamplexity and gain a competitive
advantage. We have four key initiatives underwalyrtmden our position in the market and take adgnbf this opportunity. These
initiatives include continuing to:

» Increase our market coverage through additionaks@irritories (hiring sales account executiveselsas technology and indust
consultants)

» Invest to extend Teradata'’s core technology anduedur family of compatible data warehouse platfto address multiple
market segment:

» Differentiate Teradata technology and driving mati demand by delivering services that enable custs to achieve best-in-
class analytics, ar

» Invest in strategic partnerships to increase thmbar of solutions available on Teradata platfotmg@rovide more market
coverage and to maximize customer va

Future Trends

We believe that demand for our solutions will cong due to the continued increase in data voluthesscale and complexity of business
requirements, and the growing use of new data elestand more near real-time analytics over time athoption by customers of more near
real-time analysis for active enterprise intelligeris driving more applications, usage and capacity

Due to the continued global economic slow downanestill seeing lower product revenues and a Ioagkes cycle for enterprise data
warehousing solutions in 2009, particularly in tted States, as a result of closer scrutiny ajiddr review processes for larger capital
expenditures. However, we anticipate an opportuoityghorter sales cycles for our new purpose-liaita warehouse appliance platforms.
The size, timing and contracted
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terms of large customer orders for our productssamdices can impact, both positively and negativalir long-term operating results.
Variances in the operating results for an individyaarterly period can be significantly impactedafew large sales transactions. This
dynamic is even more pronounced when viewing redaftan individual operating region, or by subecmiry (product, professional services
or maintenance services). As a result, we belieakttends in operating results are more effegtimellyzed on an annual basis. In additic
the uncertainty created by the economic environmeatexpect approximately 2 percentage points gatiee impact from currency
translation on our reported 2009 revenue and a&sponding currency impact on operating income,dasecurrency rates as of October 28,
20009.

While macroeconomic challenges and fluctuatiorthéninformation technology environment do occur, long-term outlook remains
positive. We did not experience significant chanigebe first nine months of 2009 due to competitand/or technological pricing trends,
although there is a risk that pricing pressure @aaicur in the future. We continue to be committedew product development and achie\
maximum yield from our research and developmenudiog and resources, which are intended to drivermee growth, as evidenced by the
recent expansion of our purpose-built TeradatddthatFamily, as well as Teradata’'s new versionameaatabase software, Teradata 13,
which was released in late June 2009. As an exaoffar expanding set of strategic partnershipsew agreement with SAP was announced
in the second quarter of 2009 to provide SAP NetW#ea Business Warehouse on the Teradata databad#ingncustomers to more
efficiently access data in the Teradata data warehfor business analytics. We also continue ttuat@opportunities to increase our market
coverage and are committed to continuing to exgamdales territories to drive future revenue glowvYe added over 40 new sales territc

in 2008 and remain on track to have added a tdt3d mew sales territories cumulatively by the eh@009. Given the length of sales cycles
in the data warehouse market, new territories glfyicake a year or more, on average, to becomeygtive. As we did in the first nine
months, we plan to continue throughout 2009 tovabtiscrutinize our overall selling expense, inghgdmonitoring the pace of adding new
sales territories as well as tightly managing aufgssional services costs structure in an effokietep such cost in line with revenue trends.
We expect SG&A expenses in 2009 to be below ouB26¢els, after absorbing the expense of our gi@afaitiatives, including sales

territory expansion and investments in strategitnesiships. However, we expect SG&A expenses iridhgh quarter of 2009 to be higher
than in the prior year, due primarily to the impatexpenses associated with our sales territopgesion which will continue into 2010.

R&D expenses are expected to be higher in 2009ttiea2008 level.

Results of Operationsfor the Three Months Ended September 30, 2009 Compared to the Three Months Ended September 30, 2008

% of % of

In millions 2009 Revenug¢ 2008 Revenug
Product revenu $191 44.%% $213 48.5%
Service revenu 234 55.1% 22€ 51.5%
Total revenue 42t 10C% 43¢ 100%
Gross margir

Product gross marg 11¢ 62.2% 137 64.2%

Service gross margi 10¢ 46.2% 10C 44.2%
Total gross margil 227 53.2% 237 54.(%
Operating expenst

Selling, general and administrative exper 112 26.€% 12z 28.(%

Research and development exper 26 6.1% 28 6.4%
Total operating expens 13¢ 32.1% 151 34.4%
Operating incom: $ 88 20.7% $ 86 19.6%

15



Table of Contents

Revenue

Teradata revenue decreased 3% in the third quafrR809 compared to the third quarter of 2008. fdwenue decline included a net adverse
effect of 1% from foreign currency fluctuationsoBuct revenue decreased 10% in the third quart20@® from the prior-year period, with
reductions in the Americas and APJ regions, prilpaite to the economic downturn and related redadti information technology capital
spending. Service revenue in the third quartel08®2increased 4% from the prior-year period, withuaderlying 5% increase in professional
services revenue, and 2% increase in maintenangeeerevenue, as compared to the prior-year gerio

Gross Margin

Gross margin for the third quarter of 2009 was %3ebmpared to 54.0% in the third quarter of 2008dBct gross margin decreased to
62.3% in the third quarter of 2009, compared t@%atin the prior-year period. The decrease in prodwrgins was driven primarily by
higher amortizations of capitalized software depaient expenses as well as lower product revenusnelHigher amortization of
capitalized software development costs were assacigith the recent release of the Teradata 13wlatahousing software platform. Service
gross margin improved to 46.2% in the third quanfe2009 compared to 44.2% in the prior-year perfaervice margins improvements were
driven by our professional services business, dlevter travel expenses, lower outside contraatsts; lower overhead costs, and improved
utilization of internal resources. Overall, the mepof lower product margins and lower product rexemore than offset the improvements in
professional services margins, as compared toribeyear period.

Operating Expenses

Total operating expenses, characterized as SG&AR&I expenses, were $139 million in the third gaadf 2009 compared to $151 milli
in the third quarter of 2008. The $10 million dexse in SG&A expenses benefited from currency tediosl, reductions in certain overhead
and other discretionary expense such as traveghlarcompensation and outside services, which riiane offset the cost of the new sales
territory expansions.

Revenue and Gross Margin by Operating Segment

As described in Note 10 of Notes to Condensed Cimtaded Financial Statements (Unaudited), Teradataages its business in three
geographic regions, which are also the Companysaijng segments: (1) the Americas region; (2BNEA region; and (3) the APJ region.
Teradata believes this format is useful to invesh@cause it allows analysis and comparabilitypefrating trends by operating segment. It
also includes the same information that is use@dradata management to make decisions regardireptiments and to assess our financial
performance. The discussion of our segment redaksribes the changes in results as compared twitiveyear period.
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The following table presents revenue and opergierfprmance by segment for the three months endpte®iber 30:

% of % of
In millions 2009 Revenue 2008 Revenue
Revenue
Americas $247 58% $25¢ 58%
EMEA 10¢ 26% 10€ 24%
APJ 69 16% 80 18%
Total revenue 42¢E 10C% 43¢ 10C%
Gross margin
Americas 13¢€ 55.%9% 144 56.%
EMEA 58 53.2% 55 51.%
APJ _ 31 44.% _ 38 47 5%
Total gross margil $227 53.8%  $237 54.0%

Americas: Revenue decreased 2% in the third quarter of 2@08 the third quarter of 2008, as a 13% decreapeoduct revenue was offset
in part by a 10% increase in services revenue.ifforrency fluctuations did not have a significafiect on the revenue decline. Gross
margins decreased to 55.9% for the third quart@06B, from 56.9% in the third quarter of 2008ydn primarily by a lower proportion of
product revenue, and higher amortization of caipidl software development costs, which more th&eban improvement in professional
services margins.

EMEA: Revenue increased 3% in the third quarter of 288® the third quarter of 2008, driven by an incesmsproduct revenue. The
revenue increase included 6% of adverse impact foveign currency fluctuations. Gross margins iased to 53.2% for the third quarter of
2009, from 51.9% in the third quarter of 2008, wittprovements in professional services marginsaahijher proportion of product reven
(as compared to services revenue), offset in panigher amortization of capitalized software depshent costs and the impact of foreign
currency translation, as compared to the priorogeri

APJ: Revenue decreased 14% in the third quarter of 2@09 the third quarter of 2008, primarily driven bydecrease in product revenue.
The revenue decline included 3% of benefit fronefpn currency fluctuations. Gross margin decreaséd.9% in the third quarter of 2009,
from 47.5% in the third quarter of 2008. The desesim gross margin was driven primarily by the iatpat lower product revenue volume, an
under-absorption of overhead costs and higher @atidn of capitalized software development cosssgcompared to the prior-year period.

Other Income (Expense)

Net other expenses were $4 million in the thirdrggreof 2009, which included a $5 million impairniemarge on a cc-method equity
investment recognized in the period. In the thindrer of 2008, net other expenses were $1 mildonen by a $3 million impairment charge
on a cost-method equity investment. Interest incanike third quarter of 2009 was significantly uedd due to the lower interest rate
environment as compared to the prior-year period.

Provision for Income Taxes

The effective tax rate in the third quarter of 2008 25.0% compared to 29.4% in the third quatt@068. The tax rate for the three months
ended September 30, 2009 and September 30, 20@8és on the pre-tax earnings mix by jurisdictibieradata and its subsidiaries under
the Company’s current structure after consideriems specifically related to the interim periodseTax rate for the three months ended
September 30, 2008 included a $3 million discrégrge, or approximately 3%, to reflect a changestimate identified in conjunction with
filing the Company’s 2007 U.S. federal tax return.
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Income tax provisions for interim periods are basedstimated annual income tax rates, adjusteeflert the effects of any significant
infrequent or unusual items which are requiredealiscretely recognized within the current intepariod. The Company’s intention is to
permanently reinvest its foreign earnings outsita® United States. As a result, the effectivertgrs in the periods presented are largely
based upon the forecasted pre-tax earnings miabkmehtion of certain expenses in various taxingsflictions where the Company conducts
its business that apply a broad range of statubtmgme tax rates, certain of which are less tharlits. statutory rate.

Results of Operations for the Nine Months Ended September 30, 2009 Compared to the Nine Months Ended September 30, 2008

% of % of

In millions 2009 Revenug¢ 2008 Revenug
Product revenu $ 532 43.9% $ 59¢ 47.2%
Service revenu 68C 56.1% 67C 52.&%
Total revenue 1,21 10C% 1,26¢ 10C%
Gross margir

Product gross marg 341 64.(% 38¢ 64.8%

Service gross margi 31¢ 46.% 292 43.6%
Total gross margil 66C 54.2% 68C 53.€%
Operating expenst

Selling, general and administrative exper 34t 28.2% 371 29.2%

Research and development exper 83 6.6% 78 6.1%
Total operating expens 42¢ 35.2% 44¢ 35.4%
Operating incomi $ 232 19.1% $ 231 18.2%

Revenue

Teradata revenue decreased 4% in the first ninghmai 2009 compared to the first nine months @& he revenue decline included a net
adverse effect of 4% from foreign currency fluctoas. Product revenue decreased 11% in the fing months of 2009 from the prior year,
with declines in all three regions, primarily deetthe economic downturn and related reductionfiorination technology capital spending.
Service revenue in the first nine months of 20@ghdly increased from the prior year, with a 2%rgwase in professional services revenue,

a 1% increase in maintenance services revenue.

Gross Margin

Gross margin for the first nine months of 2009 wWas1% compared to 53.6% in the first nine month2Qif8. Product gross margin was
64.0% in the first nine months of 2009, compare@4@% in the prior-year period. Service gross nmairgproved to 46.9% in the first nine
months of 2009 compared to 43.6% in the prior-yeaiod. The decrease in product margins was didyethe impact of currency translation
on foreign currency-denominated revenue givendahgely U.S. dollar-denominated product cost, as asthe impact of lower revenue
volume and increased capitalized software costs.ifitrease in services margins was driven by imgreents within professional services,
which benefited from lower outside contractor cpkiwer overhead costs, lower travel expenses@pdaved utilization of internal
resources. The improvement in services margins mhane offset the overall gross margin impact ofihg\a lower proportion of product
revenue, in relation to services revenue, as coedp@rthe prior-year period.

Operating Expenses

Total operating expenses were $428 million in tret fiine months of 2009 compared to $449 milliothe first nine months of 2008. The
$26 million decrease in SG&A expenses was drivethbyimpact of foreign currency
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translation, lower travel expenses and certainatalos in corporate expenses, which more than offfeecost of the new sales territory
expansions. R&D expenses increased by $5 millighérfirst nine months of 2009, compared to thet fiine months of 2008, resulting
largely from lower capitalization of software demginent cost.

Revenue and Gross Margin by Operating Segment
The following table presents revenue and operaierfprmance by segment for the nine months endpteBder 30:

% of % of
In millions 2009 Revenue 2008 Revenue
Revenue
Americas $ 681 56% $ 69¢ 55%
EMEA 324 27% 337 27%
APJ 20¢€ 17% 23¢ 18%
Total revenue 1,21% 10C% 1,26¢ 10C%
Gross margin
Americas 38¢ 57.(% 394 56.4%
EMEA 17¢E 54.(% 17¢E 51.%
APJ 97 46.€% 111 47 .€%
Total gross margi $ 66C 54.4% $ 68C 53.6%

Americas: Revenue decreased 3% in the first nine months @ 2®m the first nine months of 2008, as an 11%re&se in product revenue
was offset somewhat by higher services revenuerd@venue decline included a 2% adverse effect fargign currency fluctuations. Gross
margin increased to 57.0% for the first nine momh8009, from 56.4% in the first nine months oD80primarily driven by increases in
professional services margins, offset somewhahbyrhpact of a lower proportion of product reveringglation to services revenue, as
compared to the prior-year period.

EMEA: Revenue decreased 4% in the first nine months @ 2@m the first nine months of 2008, driven byngarable decreases in
product, professional services and maintenancécesrvevenue. The revenue decline included 13%lwérae impact from foreign currency
fluctuations. Gross margin increased to 54.0%lierfirst nine months of 2009, from 51.9% in thstfinine months of 2008, driven by
increases in services margins, primarily withinfpssional services.

APJ: Revenue decreased 11% in the first nine month€@® Zrom the first nine months of 2008, driven byezrease in product revenue.
revenue decline included 1% of adverse impact fimmign currency fluctuations. Gross margin decedas 46.6% in the first nine months
2009, from 47.6% in the first nine months of 200Be decrease in gross margins were driven primhyilthe smaller proportion of product
revenue as compared to services revenue, as wellvas maintenance services and product margingshalias offset in part by higher
professional services margin rates as comparduktprior-year period.

Other Income (Expense)

Net other expenses were $4 million in the firstenmonths of 2009, driven by a $5 million impairmeharge on a cc-method equity
investment recognized in the period. In the fiisermonths 2008, Teradata recognized $4 millionatfother income, with interest income
offset in part by a $3 million impairment chargeanost-method equity investment. The lower inter@® environment in the first three
quarters of 2009 led to significantly less inteiasbme as compared to the prior-year period.
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Provision for I ncome Taxes

The effective tax rate for the first nine month2609 was 25.4% as compared to 27.2% for therfireg months of 2008. The tax rate for the
nine months ended September 30, 2009 and Sept&Dp2008 is based on the pre-tax earnings mix bigdiction of Teradata and its
subsidiaries under the Company'’s current struattes considering items specifically related to ithterim periods. The tax rate for the nine
months ended September 30, 2008 included a $3milliscrete charge, or approximately 1%, to reffechange in estimate identified in
conjunction with filing the Company’s 2007 U.S. ézdl tax return.

Income tax provisions for interim periods are baseastimated annual income tax rates, adjusteeflect the effects of any significant
infrequent or unusual items which are requiredealiscretely recognized within the current intepariod. The Company’s intention is to
permanently reinvest its foreign earnings outsita® United States. As a result, the effectivertrs in the periods presented are largely
based upon the forecasted pre-tax earnings miabkmehtion of certain expenses in various taxingsflictions where the Company conducts
its business that apply a broad range of statutmgme tax rates, certain of which are less tharlits. statutory rate.

Financial Condition, Liquidity and Capital Resources

Cash provided by operating activities increase@4® million in the first nine months of 2009. Inneparison to the prior-year period, the
increase in cash provided by operating activitethe nine months ended September 30, 2009 wasially due to a smaller decrease in
accounts payables and accrued expenses and a@asitinge in other assets and liabilities, which pramarily driven by a decrease in other
current assets as compared to an increase initireppriod. These improvements were partially dffsea smaller reduction of accounts
receivables in the first nine months of 2009, asgared to the first nine months of 2008.

Teradata’'s management uses a non-GAAP measurd tiade cash flow,” which we define as net cashvjited by operating activities less
capital expenditures for property and equipmend, adtditions to capitalized software, as one measuassessing the financial performance
of the Company. Free cash flow does not have aumnitlefinition under GAAP; therefore, Teradata’fimiéon of this measure may differ
from the definition used by other companies. Thegonents that are used to calculate free cashdteWGAAP measures taken directly from
the Condensed Consolidated Statements of Cash Flémesidited). We believe that free cash flow infation is useful for investors because
it relates the operating cash flow of the Companthé capital that is spent to continue and imptowginess operations. In particular, free
cash flow indicates the amount of cash availalikr @fpital expenditures for, among other thinggestments in the Company’s existing
businesses, strategic acquisitions and repurcHaBeradata common stock. Free cash flow does moesent the residual cash flow available
for discretionary expenditures since there maythermon-discretionary expenditures that are ndudied from the measure. This non-
GAAP measure should not be considered a substduter superior to, cash flows from operating atits under GAAP.

The table below shows net cash provided by operattivities and capital expenditures for the failag periods:

Nine Months Ended

September 30,
In millions 2009 2008
Net cash provided by operating activit $ 364 $ 322
Less:
Expenditures for property and equipm (18) (13
Additions to capitalized softwal (43 (45
Free cash flov $ 302 $ 264

Financing activities and certain other investintivéties are not included in our calculation ofdreash flow. These other investing activitie
the first nine months of 2009 primarily consistéda5 million in purchases of short-term investnsezatd $65 million in proceeds collected
from maturities of short-term investments. Teradashort-term investments consist of bank time dépavith original maturities between
three months and one year. Other investing a@gviti the first nine months of 2008 primarily catsd of $50 million in purchases of short-
term
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investments, as well as an immaterial acquisitimmsammated during the first quarter. Teradata'arfang activities for the nine months
ended September 30, 2009 and September 30, 208Btwhprimarily of cash outflows from our sharpuwehase activities. During the first
nine months of 2009, the Company purchased 3.tomidhares of its common stock at an average pecshare of $20.45 under share
repurchase programs authorized by our Board ofcfire in 2008. The first program (the “dilution st program”) authorizes the Company
to purchase Teradata common stock to the exterassf received from the exercise of stock optionkthe Teradata Employee Stock
Purchase Plan. The second program (the “generad sijpurchase program”) initially authorized ther@any to repurchase an additional
$250 million of the Company’s outstanding sharesashmon stock. On May 4, 2009, the Company’s Badfdirectors authorized an
additional $300 million increase to the Companysng open market share repurchase program ateshéed the program for a two-year
period ending in February 2012. As of Septembe2B09, the Company had $325 million of authorizatiemaining under its general share
repurchase program to repurchase outstanding sbBfesadata common stock. Our share repurchasgétactepends on factors such as our
working capital needs, our cash requirements fpitebinvestments, our stock price, and economit market conditions. Proceeds from the
Employee Stock Purchase Plan and the exercisedk eptions were $14 million for the nine monthsleth September 30, 2009 and $6
million for the nine months ended September 30820biese proceeds are included in Other finanaitigies, net in the Condensed
Consolidated Statement of Cash Flows (Unaudited).

Teradata had no short- or lotgrm debt outstanding as of September 30, 2008w the Company was in compliance with all conénat
the credit facility. Management believes currersttand short-term investment resources, Compatityfleags from operations and its $300
million credit facility will be sufficient to satfg future working capital, research and developnaativities, capital expenditures, pension
contributions, and other financing requirementsafoleast the next twelve months. The Company jwaily holds its cash, cash equivalents
and short-term investments in bank deposits, momanket funds and government treasuries.

The Company’s ability to generate positive castvéidrom operations is dependent on general econoaomiditions, competitive pressures,
and other business and risk factors describedeitlCtimpany’s 2008 Annual Report on Form 10-K (th@0& Annual Report”), and elsewhere
in this Quarterly Report. If the Company is unallgenerate sufficient cash flows from operati@rstherwise to comply with the terms of
the credit facilities, the Company may be requiedeek additional financing alternatives.

Contractual and Other Commercial Commitments.There has been no significant change in our coniahdand other commercial
commitments as described in the 2008 Annual Re@ant.guarantees and product warranties are distuss¢ote 7 of Notes to Condensed
Consolidated Financial Statements (Unaudited).

Critical Accounting Policies and Estimates
There were no material changes to the Companytisalraccounting policies and estimates previodglosed in the 2008 Annual Report.

Our financial statements are prepared in accordaitbeGAAP. In connection with the preparation bése financial statements, we are
required to make assumptions, estimates and judgrieat affect the reported amounts of assetdlitiab, revenues, expenses and the rel
disclosure of contingent liabilities. These assuons, estimates and judgments are based on hateniperience and assumptions that are
believed to be reasonable at the time. Howevergumsfuture events and their effects cannot berdited with certainty, the determination
of estimates requires the exercise of judgment.dtitical accounting policies are those that regjaissumptions to be made about matters
are highly uncertain. Different estimates couldéhavmaterial impact on our financial results. Jueigi® and uncertainties affecting the
application of these policies and estimates mayltras materially different amounts being reporteter different conditions or
circumstances. Our management periodically revibese estimates and assumptions to ensure théihancial statements are presented
fairly and are materially correct.

In many cases, the accounting treatment of a jpéatitransaction is specifically dictated by GAARIadoes not require significant
management judgment in its application. There @ @eas in which management’s judgment
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in selecting among available alternatives wouldproduce a materially different result. The sigeafit accounting policies and estimates that
we believe are the most critical to aid in fullydemstanding and evaluating our reported finan@slits are discussed in the 2008 Annual
Report. Teradata’s senior management has revidvese tritical accounting policies and related disates and determined there were no
significant changes in our critical accounting pi@s in the nine months ended September 30, 2088, there were no significant changes in
our estimates associated with those policies.

New Accounting Pronouncements
See discussion in Note 2 of Notes to Condenseddlidaged Financial Statements (Unaudited) for neeoanting pronouncements.

Item 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

There have not been any material changes to thkein@sk factors previously disclosed in Parti&énh 7A of the Company’s 2008 Annual
Report on Form 10-K.

ltem 4. CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedures

Teradata maintains a system of disclosure congmudsprocedures (as defined in Rules 13a-15(e) 8dd 3(e) of the Securities Exchange ,
of 1934 (the “Exchange Act”)) that are designegravide reasonable assurance that information reduo be disclosed in its reports filed or
submitted under the Exchange Act is recorded, psmEmt summarized and reported, within the timeodsrspecified in the SEC's rules and
forms, and that such information is accumulated @mmunicated to management, including, as apmteprihe Chief Executive Officer and
the Chief Financial Officer, to allow timely deasis regarding required disclosures. In designimeasaluating the disclosure controls and
procedures, management recognizes that any coatrdlprocedures, no matter how well designed aedatgd, can provide only reasonable
assurance of achieving the desired control objestiv

Based on their evaluation, our Chief Executive €&ffiand Chief Financial Officer have concluded thatdisclosure controls and procedures
were effective to provide reasonable assurancé &smiember 30, 2009.

Changesin Internal Control over Financial Reporting

There have been no changes in our internal coowe financial reporting that occurred during tastlfiscal quarter ended September 30,
2009 that have materially affected, or are reaslyriddely to materially affect, our internal controver financial reporting.

Part Il. Other Information

Item 1. LEGAL PROCEEDINGS

The information required by this item is includede material under Note 7 of Notes to Condensmts@lidated Financial Statements
(Unaudited) of this Quarterly Report on Form 10+ & incorporated herein by reference.

Item 1A. RISK FACTORS

There have not been any material changes to théagsors previously disclosed in Part |, Item IRtlle Company’s 2008 Annual Report on
Form 10-K.
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Item 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
Purchase of Company Common Stock

During the third quarter of 2009, the Company exedypurchases for approximately 0.8 million shafets common stock at an average
price per share of $26.42 under the two share cbpse programs authorized by our Board of Diredto2908. The first program (the
“dilution offset program”) authorizes the Companypurchase Teradata common stock to the extergshf ieceived from the exercise of
stock options and the Teradata Employee Stock BaecRlan. The second program (the “general shpoeatease program”) authorizes the
Company to repurchase an additional $250 milliothefCompany’s outstanding shares of common s@okMay 4, 2009, the Company’s
Board of Directors authorized an additional $300iom increase to the Company’s existing generarshiepurchase program. As of
September 30, 2009, the Company had $325 milliautforization remaining on the general share dasge program to repurchase
outstanding shares of Teradata common stock.

In addition to those share purchases, Section fieos occasionally sell vested shares of resttisteck to the Company at the current ma
price to cover their withholding taxes. For theenmonths ended September 30, 2009, the total sé therchases was 7,912 shares at an
average price of $15.33 per share.

The following table provides information relatingthe Company’s repurchase of common stock fonthe months ended September 30,

2009:

Total

Total Number

Number Maximum Maximum
of Shares of Shares Dollar Dollar
Purchased Purchased as Value Value
as Part of Part of that May that May
Average Publicly Publicly Yet Be Yet Be
Announcec Announced Purchased Purchased
Total Price General Share Under the Under the
Number Paid Dilution Dilution General Share
of Shares per Offset Repurchase Offset Repurchase
Month Purchased Share Program Program Program Program
First Quarter Total 1,332,500 $15.27 267,50! 1,065,000 $1,650,07: $ 65,333,20
Second Quarter Total 1,371,38 $21.8¢ 229,94 1,141,43! $1,627,88' $340,355,67
July 2008 — N/A — — $2,770,21° $340,355,67
August 200¢ 440,000 $26.5¢ 230,00( 210,00 $ 682,06( $334,790,94
September 200 390,00( $26.2¢ 30,00( 360,00( $1,101,48! $325,356,54
Third Quarter Total 830,000 $26.4z 260,00( 570,00( $1,101,48! $325,356,54

Teradata has adopted a trading plan pursuant ® Fld5-1(c)(1) of the Securities Exchange Act @4lpursuant to which it has repurchased
shares at times when the Company would ordinadtbe in the market due to its quarterly blackaerigds. From October 1, 2009 through
November 4, 2009, the Company purchased approxiyr26€ thousand shares for approximately $7 mill

ltem 3. DEFAULTS UPON SENIOR SECURITIES
None

Item 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
None
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Item 5. OTHER INFORMATION

None

Item 6. EXHIBITS

Reference Numbel
per Item 601 of
Regulation S-K

2.1

3.1

3.2

4.1

31.1
31.2
32

Description

Form of Separation and Distribution Agreement betw&eradata Corporation and NCR Corporation
(incorporated by reference to Exhibit 10.1 to therént Report on Form-K dated September 11, 200

Amended and Restated Certificate of Incorporatiohesadata Corporation, as amended and restated on
September 24, 2007 (incorporated by reference hibix3.1 to the Current Report on Form 8-K dated
September 25, 2007

Amended and Restated Bylaws of Teradata Corpora®amended and restated on December 2, 2008
(incorporated by reference to Exhibit 3.2 to ther€nt Report on Form-K dated December 8, 200t

Common Stock Certificate of Teradata Corporatioedrporated by reference to Exhibit 4.1 to the Garbyr
Report on Form 1-Q dated November 13, 200

Certification pursuant to Rule 1-14(a), dated November 5, 20(
Certification pursuant to Rule 1-14(a), dated November 5, 20(

Certification pursuant to 18 U.S.C. Section 135@dapted pursuant to Section 906 of the Sarbanéesy@xt
of 2002, dated November 5, 20(
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SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the
undersigned thereunto duly authorized.

TERADATA CORPORATION

Date: November 5, 2009 By: /'s/ _STEPHENM. S CHEPPMANN

Stephen M. Scheppmann
Executive Vice President and Chief Financial Office
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Exhibit 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO SECURITIES
EXCHANGE ACT RULE 13a-14

I, Michael F. Koehler, certify that:
1. I have reviewed this quarterly report on ForraQ0f Teradata Corporation;

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

3. Based on my knowledge, the financial statememid,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, amgtfe@ periods presented in this report;

4. The registrang other certifying officers and | are responsiliedstablishing and maintaining disclosure contanld procedures (as defir
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatednal control over financial reporting (as definin Exchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

a) designed such disclosure controls and procedoresiused such disclosure controls and procedaotes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us by
others within those entities, particularly durihg tperiod in which this report is being prepared;

b) designed such internal control over financigloming, or caused such internal control over foialhreporting to be designed under
our supervision, to provide reasonable assuramgzgding the reliability of financial reporting attte preparation of financial stateme
for external purposes in accordance with geneeatepted accounting principles;

c) evaluated the effectiveness of the registradisslosure controls and procedures and presentisineport our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

d) disclosed in this report any change in the tegig's internal control over financial reportirftat occurred during the registrant’s most
recent fiscal quarter that has materially affecteds reasonably likely to materially affect, tregistrant’s internal control over financial
reporting;

5. The registrant’s other certifying officers anldave disclosed, based on our most recent evatuatimternal 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 weads®s in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the regigfeaability to record, process, summarize and refioancial information; and

b) any fraud, whether or not material, that invelweanagement or other employees who have a signifiole in the registrarg’interna
control over financial reporting.

Date: November 5, 2009 /s/ Michael F. Koehler
Michael F. Koehle
President and Chief Executive Offic




Exhibit 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO SECURITIES
EXCHANGE ACT RULE 13a-14

I, Stephen M. Scheppmann, certify that:
1. I have reviewed this quarterly report on ForraQ0f Teradata Corporation;

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

3. Based on my knowledge, the financial statememid,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, amngtfe@ periods presented in this report;

4. The registrang other certifying officers and | are responsiliedstablishing and maintaining disclosure contanld procedures (as defir
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatednal control over financial reporting (as definin Exchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

a) designed such disclosure controls and procedoresiused such disclosure controls and procedaotes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us by
others within those entities, particularly durihg tperiod in which this report is being prepared;

b) designed such internal control over financigloming, or caused such internal control over foialhreporting to be designed under
our supervision, to provide reasonable assuramgzgding the reliability of financial reporting attte preparation of financial stateme
for external purposes in accordance with geneeatepted accounting principles;

c) evaluated the effectiveness of the registradisslosure controls and procedures and presentisineport our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

d) disclosed in this report any change in the tegig's internal control over financial reportirftat occurred during the registrant’s most
recent fiscal quarter that has materially affecteds reasonably likely to materially affect, tregistrant’s internal control over financial
reporting;

5. The registrant’s other certifying officers anliave disclosed, based on our most recent evatuatimternal 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 weads®s in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the regigfeaability to record, process, summarize and refioancial information; and

b) any fraud, whether or not material, that invelweanagement or other employees who have a signifiole in the registrarg’interna
control over financial reporting.

Date: November 5, 2009 /sl Stephen M. Scheppmann
Stephen M. Scheppmal
Executive Vice President and Chief Financial Offi




Exhibit 32

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Teradataporation, a Delaware corporation (the “Compangi Form 10Q for the period ende¢
September 30, 2009 as filed with the U.S. Secsrdied Exchange Commission on the date hereof Rbpdrt”), each of the undersigned
officers of the Company does hereby certify, punstia 18 U.S.C. § 1350 (section 906 of the Sarb#&mdsy Act of 2002), that:

(1) the Report fully complies with the requirementsettion 13(a) or 15(d) of the Securities Exchangeof 1934; anc

(2) the information contained in the Report faphgsents, in all material respects, the finanaaldition and results of operations of
the Company

The foregoing certification (i) is given to sucHioérs’ knowledge, based upon such officers’ inigegton as such officers reasonably deem

appropriate; and (ii) is being furnished solelysuant to 18 U.S.C. § 1350 (section 906 of the Smh®xley Act of 2002) and is not being
filed as part of the Report or as a separate discdbodocument.

Dated: November 5, 2009 /s/ Michael F. Koehler
Michael F. Koehle
President and Chief Executive Offic

Dated: November 5, 2009 /sl Stephen M. Scheppmann
Stephen M. Scheppmal
Executive Vice President and Chief Financial Offi

A signed original of this written statement reqdit®y Section 906, or other document authenticatisgnowledging, or otherwise adopting
the signatures that appear in typed form withindleetronic version of this written statement regdiby Section 906, has been provided to
Teradata Corporation and will be retained by Teta@orporation and furnished to the United Statx=uBties and Exchange Commissior
its staff upon reques



