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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, 2012
OR

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

For the transition period from (0}

Commission File Number 001-33458

TERADATA CORPORATION

(Exact name of registrant as specified in its chaefr)

Delaware 75-3236470
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)

10000 Innovation Drive
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 Secti8 or 15 (d) of the Securities Exchange
Act of 1934 during the preceding 12 months (orsiach shorter period that the registrant was reduodile such reports), and (2) has been
subject to such filing requirements for the pastia@s. Yes[x] No [

Indicate by check mark whether the registrant lsstted electronically and posted on its corpo¥ab site, if any, every Interactive Data
File required to be submitted and posted pursuaRide 405 of Regulation S-T during the precediBgrbnths (or for such shorter period
that the registrant was required to submit and pash files). YeskX No O

Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer, m-accelerated filer, or a smaller reporting
company. See the definitions of “large accelerdited” “accelerated filer” and “smaller reportirmmpany” 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 registrantstell company (as defined in Rule 12b-2 of the Exge Act). YesO No

At October 27, 2012, the registrant had approxilgdt&9.1 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 amount: 2012 2011 2012 2011
Revenue
Product revenu $ 30€ $ 287 $ 93t $ 791
Service revenu 341 31t 99C 89¢
Total revenue 647 60z 1,92¢ 1,68¢
Costs and operating expense
Cost of product: 95 99 297 271
Cost of service 191 17t 547 49¢
Selling, general and administrative exper 174 162 51¢ 47¢
Research and development exper 44 43 13< 11¢€
Total costs and operating expenses 504 48( 1,49¢ 1,36¢
Income from operations 145 122 43( 32z
Other (expense) income, r 0 (D (D 25
Income before income taxes 14z 121 42¢ 34¢
Income tax expens 39 34 122 93
Net income $ 104 $ 87 $ 307 $ 25F
Net income per weighted average common sha

Basic $ 0.62 $ 0.52 $ 1.82 $ 1.52

Diluted $ 0.6C $ 0.51 $ 1.7¢ $ 1.4¢
Weighted average common shares outstandir

Basic 168.¢ 167.¢ 168.¢ 168.:

Diluted 172. 171.7 172.1 172.1

See Notes to Condensed Consolidated Financialr¢ats (Unaudited).
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Teradata Corporation
Condensed Consolidated Statements of Comprehensiveome (Unaudited)

Three Months Ended

Nine Months Ended

September 30 September 30
In millions 2012 2011 2012 2011
Net income $ 104 $ 87 $ 307 $ 25t
Other comprehensive incorr
Foreign currency translation adjustme 13 (10 8 ()
Defined benefit plans
Defined benefit plan adjustment, before () 2 () 5
Defined benefit plan adjustment, tax port 0 0 0 0
Defined benefit plan adjustment, net of 2 2 (2 5
Other comprehensive income (lo 11 (8) 6 (2
Comprehensive incorn $ 11F $ 79 $ 31z $ 25¢

See Notes to Condensed Consolidated FinancialrS¢ats (Unaudited).
4
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Teradata Corporation
Condensed Consolidated Balance Sheets (Unaudited)

September 3C

In millions, except per share amountt 2012
Assets
Current Asset
Cash and cash equivale $ 90¢
Accounts receivable, n 524
Inventories 41
Other current asse 79
Total current asse 1,55
Property and equipment, r 142
Capitalized software, ni 162
Goodwill 93:
Acquired intangible asse 19z
Deferred income taxe 34
Other asset 33
Total assets $ 3,057
Liabilities and stockholders’ equity
Current liabilities
Accounts payabl $ 107
Payroll and benefits liabilitie 13€
Deferred revenu 352
Other current liabilitie: 99
Total current liabilities 694
Long-term debi 27¢
Pension and other postemployment plan liabili 80
Long-term deferred revent 30
Other liabilities 91
Total liabilities 1,17:
Commitments and contingencies (Note 7)
Stockholders' equity
Preferred stock: par value $0.01 per share, 10tafes authorized, 0.0 shares issued and
outstanding at September 30, 2012 and Decemb&031, 0
Common stock: par value $0.01 per share, 500.@slarthorized, 189.0 and 186.6 shares
issued at September 30, 2012 and December 31, gxldectively 2
Paic-in capital 87t
Treasury stock: 19.9 and 19.3 shares at Septendh@022 and December 31, 2011,
respectively (565)
Retained earning 1,54¢
Accumulated other comprehensive inca 22
Total stockholders’ equity 1,87¢
Total liabilities and stockholders’ equity $ 3,057

See Notes to Condensed Consolidated FinancialrS¢ats (Unaudited).
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December 31
2011

$ 77z
494
61

8&
1,41%
12C
14C
74z
163
28

11

$ 2,61¢

$ 97
16¢
33¢

9C
69t
29C
77
24
36

1,12%

0

2
768

(526)
1,23

16

1,49:

$ 2,61
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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 caskigemn by operating activitie:

Depreciation and amortizatic
Stoclk-based compensation expel
Excess tax benefit from stc-based compensatic

Deferred income taxe
Gain on investment

Changes in assets and liabiliti

Receivable:
Inventories

Current payables and accrued expel

Deferred revenu

Other assets and liabilitit
Net cash provided by operating activities

Investing activities

Expenditures for property and equipm

Additions to capitalized softwal

Business acquisitions and other investing activ;treet
Net cash used in investing activitie

Financing activities

Proceeds from lor-term borrowings
Repayments of lor-term borrowings

Repurchases of common stc

Excess tax benefit from stc-based compensatic

Other financing activities, ni

Net cash provided by financing activities
Effect of exchange rate changes on cash and casba&ts

Increase (decrease) in cash and cash equivi
Cash and cash equivalents at beginning of p¢

Cash and cash equivalents at end of period

Nine Months Ended September 3(C

2012

(18)
451

(49
(60)
(239)
(346)

®

(39

33

48

34
9
137

772

$  9o¢

See Notes to Condensed Consolidated FinancialrS¢ats (Unaudited).
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2011
$ 25¢

74
25
(1C)
31
(28)

(12)
0
0

57

S )
387

(37)
(56)
(722)
(809)

60C
(300)

(95

10

19

234

4

(192)

88

$ 691
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Notes to Condensed Consolidated Financial StatemanfUnaudited)
1. Basis of Presentation

These statements have been prepared pursuantriddbeand regulations of the U.S. Securities axchBnge Commission (“SEC”) and, in
accordance with those rules and regulations, dinebatde all information and footnote disclosure@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 finanaiginsents reflect all adjustments, consisting ofilyasmal recurring adjustments,
necessary to fairly state the results of operatibnancial position and cash flows of Teradatapgooation (“Teradata” or the “Company”) for
the interim periods presented herein. The year28d 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.

These condensed consolidated interim financiaéstahts should be read in conjunction with the cliest@d financial statements and notes
thereto included in Teradata’s most recent Annwgdd®t on Form 10-K for the fiscal year ended Decendi, 2011 (the “2011 Annual
Report”). The results of operations for any intepariod are not necessarily indicative of the ressofl operations to be expected for the full
year.

2. New Accounting Pronouncements

Comprehensive Incomeln June 2011, the Financial Accounting Standardsr&¢‘FASB”) issued new guidance regarding theldsare of
comprehensive income. Under the new guidance, tiy anill have the option to present the total ohtprehensive income, the components
of net income, and the components of other compiste income either in a single continuous statéraEoomprehensive income or in two
separate but consecutive statements. In both chaceentity will be required to present each camepéd of net income along with total net
income, each component of other comprehensive iralong with a total for other comprehensive incpamal a total amount for
comprehensive income. This update will elimina dption to present the components of other congmste income as part of the
statement of changes in stockholders' equity. Aaluttly, entities will be required to present oe flace of the financial statements
reclassification adjustments for items that aréassified from other comprehensive income to nedime. The amendments in this update do
not change the items that must be reported in abmprehensive income or when an item of other cehgnsive income must be reclassi
to net income. Portions of this new guidance weadereffective for fiscal years, and interim peridaz=ginning after December 15, 2011,
with amendments applied retrospectively. The Compatopted the effective portions of the new disstegguidance as of January 1, 2012.
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3. Supplemental Financial Information

As of
September 3C December 31
In millions 2012 2011
Inventories
Finished good $ 19 $ 41
Service part: 22 20
Total inventories $ 41 $ 61
Other liabilities
Deferred tax liabilities $ 69 $ 20
Other other liabilities 22 16
Total other liabilities $ 91 $ 36
Deferred revenue
Deferrred revenue, curre $ 352 $ 33¢
Long-term deferred revent 30 24
Total deferred revenue $ 382 $ 367
4. Goodwill and Acquired Intangible Assets
The following table identifies the activity relagiro goodwill by operating segment:
Balance Currency Balance
December 31 Translation September 3C
In millions 2011 Additions Adjustments 2012
Goodwill
Americas $ 542 $ 71 $ 2 $ 61€
EMEA 12C 112 6 23¢€
APJ 79 0 0 79
Total goodwiill $ 742 $ 18¢ $ 8 $ 93¢

The changes in goodwill for the nine months endegk@nber 30, 2012 are primarily due to the acqorsibf eCircle Beteiligungs GmbH
which was closed in the second quarter. The fanketaraluation of the goodwill is still being rewed, and amounts will be finalized by year
end.

Acquired intangible assets were specifically id@di when acquired, and are deemed to have fimés.| The gross carrying amount and
accumulated amortization for Teradata’s acquiréahigible assets were as follows:

Original September 30, 201 December 31, 201

Amortization Gross Carrying Accumulated Gross Carrying Accumulated
In millions Life (in Years) Amount Amortization Amount Amortization
Acquired intangible assets
Intellectual property/developed technolc lto7 151 (472) 122 (23
Customer relationshir 3to 10 77 (12 55 (6)
Trademarks/trade nam 5to 10 15 2 11 (@)}
In-process research and developn 5 5 0 5 0
Non-compete agreemer 2t02.5 1 (1 1 (1)
Total 1to 10 24¢ (56) 194 (32)
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The changes in gross acquired intangible assethdanine months ended September 30, 2012 weraplyndue to the acquisition of eCircle
Beteiligungs GmbH which was closed in the secorattgu. The fair market valuation of these newlyuieef intangible assets is still being
reviewed, and amounts will be finalized by year.end

The aggregate amortization expense (actual anda&tstil) for acquired intangible assets for the failhg periods is as follows:

Nine Months Endec For the year ended (estimated
In millions September 30, 201 201z 201z 2014 201t 201¢
Amortization expense $ 26 $37 $39 $38 $35 %27

5. Income Taxes

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

The effective tax rate for the three months endgate&Snber 30, 2012 and September 30, 2011 was 2d%834, respectively. The effective
tax rate for the nine months ended September 3® aAd September 30, 2011 was 28% and 27%, regplgcilhe tax rate for the nine
months ended September 30, 2011 included a $4millix benefit recorded in the second quarter @fi2@lated to the book gain recordec
the Company’s previous equity investment in AstataDSystems, Inc. (“Aster Data”), which was reféecas a permanent non-taxable item.
For further information regarding the Company’ssition of Aster Data, refer to Note 12. There &ap material discrete tax items
reflected in the effective tax rate for the thred aine months ended September 30, 2012, or fahtee months ended September 30, 2011.

6. Derivative Instruments and Hedging Activities

As a portion of the Company’s operations is coneldcutside the United States and in currencieg ditla@ the U.S. dollar, the Company is
exposed to potential gains and losses from chaindeseign currency exchange rates. In an attemptitigate the impact of currency
fluctuations, the Company uses foreign exchangeduat contracts to hedge transactional exposuredtires predominantly from foreign
currency denominated inter-company receivablespaiydbles. The forward contracts are designatediagdiue hedges of specified foreign
currency denominated inter-company receivablespaydbles and generally mature in three monthssst lEhe Company does not hold or
issue derivative financial instruments for tradmgposes, nor does it hold or issue leveraged arerinstruments. By using derivative
financial instruments to hedge exposures to chaimeschange rates, the Company exposes itsetettitaisk. The Company manages
exposure to counterparty credit risk by enterirtg gterivative financial instruments with highly edtinstitutions that can be expected to fully
perform under the terms of the applicable contracts

All derivatives are recognized in the ConsolidaBadance Sheet at their fair value. The fair valoeforeign exchange contracts are based on
market spot and forward exchange rates and regreseémates of possible value that may not bezedlin the future. Changes in the fair
value of derivative financial instruments, alonghnthe loss or gain on the hedged asset or lighdite recorded in current period earnings.
The notional amounts represent agreed-upon amouonisich calculations of dollars to be exchangedbmsed, and are an indication of the
extent of Teradata’s involvement in such instruraefhese notional amounts do not represent amexnts&inged by the parties and,
therefore, are not a measure of the instruments&dts portfolio of contracts, Teradata has botly and short positions relative to the U.S.
dollar. As a result, Teradata’s net involvemereéss than the total contract notional amount ofCbenpany’s foreign exchange forward
contracts.
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The contract notional amount of the Company’s fimeéxchange forward contracts was $98 million (82%on on a net basis) at September
30, 2012, and $102 million ($19 million on a nesishat December 31, 2011. The fair value derieasissets and liabilities recorded in other
current assets and accrued liabilities at Septe@®e2012 and December 31, 2011, were not material.

Gains and losses from the Company’s fair value éedfpreign currency forward contracts and relftedged items) were immaterial for the
three and nine months ended September 30, 2013eptdmber 30, 2011. Gains and losses from foreigiaage forward contracts are fully
recognized each period and reported along witlotfsetting gain or loss of the related hedged iteitiher in cost of products or in other
income, depending on the nature of the related dsbdgm.

7. Commitments and Contingencies

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

The Company is subject to governmental investigatiend requests for information from time to tiAe.previously reported prior to
Teradata’s separation from NCR Corporation (“NCRfig United States Department of Justice is comuyien investigation regarding the
propriety of the Company’s arrangements or undedstgs with others in connection with certain fedeontracts and the adequacy of
certain disclosures related to such contracts.ifstigation arises in connection with civil liéiion in federal district court filed under the
qui tam provisions of the civil False Claims Ackatst a number of information technology comparnieduding the Company. The
complaints against the Company remain under sé&l.Company has conducted its analysis of such sligusing on the propriety of
certain transactions under federal programs unti@hwieradata was a contractor. The Company hasdleaidence with the Justice
Department of questionable conduct that the Compaegvered, has cooperated with the Justice Depattn its investigation, and is in
settlement discussions with the government to vesilis matter.

A separate portion of the government’s investigatielates to the adequacy of pricing disclosuredenta the government in connection with
negotiation of NCR’s General Services Administratieederal Supply Schedule as it relates to Teragdta to the Company’s separation
from NCR, and to whether certain subsequent padections were properly passed on to the governrBetih NCR and the Company have
participated in this aspect of the investigatioithwespect to certain products and services dfeatd each will assume financial
responsibility for its own exposures, if any, withandemnification from the other.

The Company has an accrual of approximately $3anilielated to the current best estimate of prabhability relating to these matters. The
Company believes the amounts provided in its firerstatements are adequate in light of the prabaht estimable liabilities. The Comps
believes that there is not a reasonable possilfilaythe loss in respect of these contingent msattédl materially exceed the liability reflected
in the Company’s financial statements, althoughettoan be no assurance that this will in fact leectise.

Guarantees and Product Warranties. Guarantees associated with the Company’s busingisitias are reviewed for appropriateness and
impact to the Company’s financial statements. Rically, the Company customers enter into various leasing arrangentetslinated 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, 2012, thénmoawxx future payment obligation of this guaranteatlie and the associated liability
balance was $2 million.

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

10
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The following table identifies the activity relagjio the warranty reserve for the nine months er@kmtember 30:

In millions 2012 2011
Warranty reserve liability

Beginning balance at Januar $ 6 $6
Provisions for warranties issu 12 9
Settlements (in cash or in kin (11 9
Balance at September $ 7 $6

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

In addition, the Company provides its customers wértain indemnification rights. In general, then@pany 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 officerslairectors of its subsidiaries. From time to titiee 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 deteraile due to the conditional nature of the Compapgtential obligations and the specific
facts and circumstances involved with each padicagjireement, 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 conditionufessof operations or cash flows.

8. Fair Value Measurements

GAAP has established a three-tier fair value h@rarwhich prioritizes the inputs used in measufaigvalue. These tiers include: Level 1,
defined as observable inputs such as quoted gricagive markets for identical assets or lial#hti Level 2, defined as significant other
observable inputs, such as quoted prices in antakets for similar assets or liabilities, or qubfeices in less-active markets for identical
assets; and Level 3, defined as unobservable imputkich little or no market data exists, therefoequiring an entity to develop its own
assumptions. Financial assets and liabilities E&sdied in their entirety based on the loweselaf input that is significant to the fair value
measurement.

The Company'’s assets and liabilities measuredragdtue on a recurring basis include money mafiketls and foreign currency exchange
contracts. A portion of the Company’s excess caskmves are held in money market funds which genéreerest income based on the
prevailing market rates. Money market funds aréuthed in cash and cash equivalents in the Compdiayance 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 exposuightmges in foreign currency exchange rates thrtheglise of derivative financial
instruments, specifically, forward foreign exchamgatracts. The fair value of these contracts agasured at the end of each interim
reporting period using observable inputs other tipamsted prices, specifically market spot and fodvexchange rates. As such, these
derivative instruments are classified within LeRedf the valuation hierarchy. Fair value gainsdpen contracts are recognized as assets and
fair value losses are recognized as liabilitiese Tdir value derivative assets and liabilities rdea in other current assets and accrued
liabilities at September 30, 2012 and DecembeRB1]1, were not material. Any realized gains ordsssould be mitigated by corresponding
gains or losses on the underlying exposures.

11
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The Company’s assets and liabilities measuredragdiue on a recurring basis and subject to falug disclosure requirements at
September 30, 2012 were as follows:

Fair Value Measurements at Reporting Date Usin

Quoted Prices ir Significant
Active Markets Other Signficant
for Identical Observable Unobservable
Assets Inputs Inputs
In millions September 30, 201 (Level 1) (Level 2) (Level 3)
Assets
Money market fund $ 47C $ 47C $ 0 $ 0

The Company’s assets and liabilities measuredratdbue on a recurring basis and subject to falug disclosure requirements at
December 31, 2011 were as follows:

Fair Value Measurements at Reporting Date Usin

Quoted Prices ir Significant
Active Markets Other Signficant
for Identical Observable Unobservable
Assets Inputs Inputs
In millions December 31, 201 (Level 1) (Level 2) (Level 3)
Assets
Money market fund $ 471 $ 471 $ 0 $ 0
9. Debt

On June 15, 2012, Teradata entered into a newyBaerevolving credit agreement (the “Credit Fagil)i under which the Company may
borrow up to $300 million. The Credit Facility repks a similar revolving credit agreement in thmesanaximum principal amount entered
into by Teradata in 2007, which was terminatedfakine 15, 2012. The new Credit Facility ends ameJLb, 2017, at which point any
remaining outstanding borrowings would be due émayment unless extended by agreement of the péatieip to two additional one-year
periods. The interest rate charged on borrowingsyaunt to the Credit Facility can vary dependinghminterest rate option the Company
chooses to utilize and the Company’s leverage edtthe time of the borrowing. In the near termiatiata would anticipate choosing a
floating rate based on the London Interbank OffdRate (“LIBOR”). The Credit Facility is unsecured and contains aerepresentations ar
warranties, conditions, affirmative, negative amémcial covenants, and events of default custorfaarguch facilities.

As of September 30, 2012, the Company had no bamgsmoutstanding under the Credit Facility, leavl#30 million in additional borrowir
capacity available under the Credit Facility.

Teradata’s senior unsecured $300 million fjxar term loan is payable in quarterly installmentsich commenced on June 30, 2012, witt
remaining principal due in April 2016. The outstargdprincipal amount of the term loan agreementdaderest at a floating rate based upon
a negotiated base rate or a Eurodollar rate plesdh case a margin based on the leverage ratie @ompany. As of September 30, 2012,
the term loan principal outstanding was $292 milliand carried an interest rate of 1.25%.

Teradata’s term loan is recognized on the Compdmafance sheet at its unpaid principal balance jsndt subject to fair value
measurement. However, given that the loan carriegiable rate, the Company estimates that theidmancipal balance of the term loan
would approximate its fair value.

12
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10. Earnings Per Share

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

The components of basic and diluted earnings pamesdre as follows:

Three Months Ended Nine Months Ended
September 30 September 30

In millions, except per share amount: 2012 2011 2012 2011
Net income available for common stockhold $ 104 $ 87 $ 307 $ 25t
Weighted average outstanding shares of common 168.¢ 167.¢ 168.4 168.:
Dilutive effect of employee stock options and nestd stock 3.6 3.E 3.7 3.8
Common stock and common stock equivalt 172.¢ 171.5 172.1 172.1
Earnings per shar
Basic $ 0.6z $ 0.52 $ 1.82 $ 1.52
Diluted $ 0.6C $ 0.51 $ 1.7¢ $ 1.4¢

Because the average market price of common shardésef periods was greater than the exercise poiceststanding awards, no stock
options were excluded from the computation of @iduearnings per share for the three and nine memithsd September 30, 2012, or the t
and nine months ended September 30, 2011.

11. 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 segnbased on revenue and segment margin, and doeghote segment assets for
management reporting purposes. Corporate-relatgtd ace fully allocated to the segments.

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

Three Months Ended Nine Months Ended
September 30 September 30

In millions 2012 2011 2012 2011
Revenue
Americas $ 384 $ 37t $1,17C  $1,021
EMEA 15€ 13¢ 46( 408
APJ 107 94 29t 265
Total revenue 647 60z 1,92t 1,68¢
Gross margin
Americas 22¢ 22¢ 702 592
EMEA 81 62 24C 20¢
APJ 51 43 13¢ 11¢
Total gross margin 361 32¢ 1,081 91¢
Selling, general and administrative exper 174 162 51¢ A47¢€
Research and development exper 44 43 13z 11€
Total income from operations $ 14: $ 122 $ 43C $ 32t

13
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The following table presents revenue by productsergices for the Company:

Three Months Ended Nine Months Ended
September 30 September 30

In millions 2012 2011 2012 2011
Products (software and hardwae) $ 30¢€ $ 287 $ 93& $ 791
Consulting service 194 17¢ 552 49¢
Maintenance service 147 13¢ 43¢ 40C
Total service: 341 31t 99C 89¢
Total revenue $ 647 $ 602 $1,92¢ $1,68¢

@ Our data warehousing software and hardware produetsften sold and delivered together in the fofra “node” of capacity as an
integrated technology solution. Accordingly, iingpracticable to provide the breakdown of revemoenfvarious types of software and
hardware product:

12. Business Combinations

In January 2011, Teradata completed its acquisafdt00 percent of the stock of Aprimo, Inc. (“Apr@”). Aprimo is a global provider of
cloud-based integrated marketing management (“IM8&iffware solutions. The Aprimo organization nowarts Teradata’s applications
strategy, including development, marketing, satesservices.

In April 2011, Teradata completed its acquisitidralb remaining equity of Aster Data Systems, Ifféster Data”). Aster Data is a market
leader in advanced analytics and the managemaetivefse, multi-structured data. The combinatiod @fadata and Aster Data technologies
enables businesses to perform better analyticarge kets of multi-structured data, also knownbég data.”

During the second quarter of 2012, the Company éetegh an immaterial business acquisition and athessting activities, including the all-
cash acquisition of 100 percent of the equity offidb-based eCircle Beteiligungs GmbH (“eCircle”)eading full service digital marketing
provider in Europe.

Item 2. Management'’s Discussion and Analysis of Famcial Condition and Results of Operations (“MD&A”")

You should read the following discussion in conjunction with the Condensed Consolidated Financial Statements and the notes to those
statements included elsewherein 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 forwar d-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 2011 Annual Report on Form 10-K.

Third Quarter Financial Overview

As more fully discussed in later sections of thiB&A, the following were significant financial itenfsr the third quarter of 2012:

» Total revenue was $647 million for the third quad€2012, up 7% from the third quarter of 2014 by growth in the Europe, Middle
East and Africa"EMEA”) and the Asia Pacific and Jap# AP.") regions.

» Gross margin increased to 55.8% in the third quaift@012 from 54.5% in the third quarter of 20dfiven by improvements in product
margin rates, particularly in the EMEA regic
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» Operating income was $143 million in the third deaof 2012, compared to $122 million in the thipearter of 2011, driven by both
revenue growth and higher margin rates. This iregeegas offset in part by higher Selling, Genera Administrative (“SG&A”)
expenses which were primarily due to the impaauwfstrategic initiative to add sales headco

* Netincome of $104 million in the third quarter2@12 increased 20% from $87 million in the thircafar of 2011, with increass
revenue and improved margins offset in part by @igdG&A expenses, as compared to the prior

Strategic Overview

Teradata is a leader in helping companies managgrate, and analyze growing data volumes and lextityg and transform it into
actionable business insight for competitive advgetd eradata’s strategy focuses on three larggewing markets—data warehousing, big
data analytics, and integrated marketing managearehtligital marketing applications. Additionallye have four key initiatives underway
broaden our position in the market and take adgentd these market opportunities. These initiatiesto:

* Invest to extend Teradata’s core database techymalog software application offerings, and expandfamily of compatible data
warehouse platforms to address multiple market seggrand solution offerings through internal depadent and targeted strategic
acquisitions

» Differentiate Teradata technology and drive platf@nd solutions demand by delivering consultingises that enable customers to
achieve business value through the use o-in-class analytics

* Investin partnerships to increase the number lotisns available on Teradata platforms, maximigstomer value and increase our
market coverage, ar

» Continue to seek opportunities to increase our gtarkverage through additional sales territori@s$ndpincremental sales account
executives as well as technology and industry deests).

Future Trends

We believe that demand for our solutions will cong to increase due to the continued increasetinviddumes and types, the scale and
complexity of business requirements, and the grgwise of new data elements and more near realaimalytics. The adoption by customers
of more near real-time analysis for enterpriselligence is driving more applications, usage angbcity. We believe there is additional
opportunity for Teradata in integrated marketingnagement (“IMM”) and digital marketing. Marketingganizations have been a leader in
leveraging analytics over the years. A significamtnber of our data warehouses are being used yetiray organizations, and many of them
are using our Teradata/Aprimo multi-channel campamgnagement application.

Furthermore, we believe that marketing will lead ttay in most corporations to drive innovation froew analytics with big data. Marketing
can use and apply the new insights created fronalsaied mobile data, to impact a corporation’s reand earnings, and leverage the new
channels created with social and mobile mediatraet with and market to customers.

As a portion of the Company’s operations are cotatlioutside the United States, and in currenciesrahan the U.S. dollar, the Company is
exposed to fluctuations in foreign currency exclearages. In 2012, Teradata currently expects ajpaiely 2 percentage points of adverse
impact from currency translation on its reportegeraie and a corresponding currency impact on dpgratcome, based on currency rates as
of October 29, 2012.

There have been signs of macroeconomic slowdownuaaertainty in the first nine months of 2012, whias led to increased scrutiny on
operating budgets and large capital expenditures.size, timing and contracted terms of large eustoorders for our products and services
can impact, both positively and negatively, ourratiag results,
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especially in times of economic uncertainty. WHikradata experienced strong results in the firgt months of 2012, a potential economic
downturn in one or more of the Company’s geograppeerating segments, particularly with respechforimation technology spending by
our current or prospective customers, could hasigrificant impact on our future results.

While macroeconomic concerns exist, our long-teuthomk remains positive. We did not experience iiggmt changes in the first nine
months of 2012 due to competitive and/or pricirentts for our data warehouse or appliance solutaittegugh there is always a risk that
pricing pressure for our solutions could occurhia future. Additionally, as companies look to rezlongoing operating expenses, customers
may choose to go to lower maintenance service yelements which could lead to revenue and marggsure on our maintenance serv
business. We continue to be committed to new prodienelopment and achieving a responsive yield foomresearch and development
spending and resources, which are intended to firtuee demand. We also continue to evaluate oppiis to increase our market cover
and are committed to continuing to increase ourlmemof sales territories, among other things, teediuture revenue growth. New sales
account territories typically take more than twangeto become fully productive, given the lengtlanfaverage sales cycle with a new data
warehouse prospect.

Results of Operations for the Three Months Ended $gember 30, 2012
Compared to the Three Months Ended September 30, 20

% of % of

In millions 2012 Revenu¢ 2011 Revenu¢
Product revenue $30€ 47.%% $287 47.71%
Service revenu 341 52.% 31¢ 52.2%
Total revenue 647 100% 60z 100%
Gross margir

Product gross margi 211 69.(% 18¢ 65.5%

Service gross marg _15C 44.(% _14C 44.8%
Total gross margi _361 55.8¢0  32¢ 54.5%
Operating expense

Selling, general and administrative exper 174 26.9% 162 27.1%

Research and development expet _ 44 6.8% 43 7.1%
Total operating expens 21¢ 33.7% 20€ 34.2%
Operating incom $142 22.1%  $12z 20.2%

Revenue

Teradata revenue increased 7% in the third quafte®12 compared to the third quarter of 2011. fidwenue increase is net of a 3% adverse
impact from foreign currency fluctuations. Produetenue increased 7% in the third quarter of 2@d& tthe prior-year period, led by growth
in the EMEA and APJ regions. Service revenue irthirel quarter of 2012 increased 8% from the pyiear period, with an underlying 10%
increase in consulting services revenue, and 6%a@se in maintenance services revenue, as comioetteel prior-year period.

Gross Margin

Gross margin for the third quarter of 2012 was 8bd@mpared to 54.5% in the third quarter of 20TbdBct gross margin increased to 69
in the third quarter of 2012, compared to 65.5%haprior-year period. The increase in product nimangs largely a result of an improved
product revenue mix, particularly in the EMEA regiovhen compared to the prior period. Product gnoaggin in the third quarter of 2012
also included $4 million of costs from amortizatioflacquired intangible assets, as compared toii®@mof combined purchase accounting
adjustments and amortization of acquired intangilsigets in the third quarter of 2011. Service gnesgin decreased to 44.0% in the third
quarter of 2012 compared to 44.4% in the prior-yeaiod. The decrease in services margins wasribydower consulting margins versus
the prior-year period, offset in part by increassintenance margins.
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Operating Expenses

Total operating expenses, characterized as SG&ARasgarch and Development (“R&D”) expenses, weld$8illion in the third quarter of
2012 compared to $206 million in the third quade2011. The $11 million increase in SG&A expens@s driven by higher selling expense,
due primarily to our strategic initiative to addessheadcount. The $1 million increase in R&D exgasrwas driven by higher engineering
headcount expenses, which was offset in part bmiin more in capitalization of software developnt expenses.

Certain R&D expenses for internally developed safenare capitalized and later amortized over tieéulife of the underlying commercial
software products. The capitalization of costs cedUR&D expense in the current period, and theegpent amortization of those costs is
charged against product cost of revenue over fugerds, which reduces product gross margin.

Revenue and Gross Margin by Operating Segment

As described in Note 11 of Notes to Condensed Qmaded Financial Statements (Unaudited), Teradsaages its business in three
geographic regions, which are also the Companyesaijng segments: (1) the North America and Latimefica (“Americas”) region; (2) the
EMEA region; and (3) the APJ region. Teradata lvelethis format is useful to investors becaustana analysis and comparability of
operating trends by operating segment. It alsaohes the same information that is used by Teradatsagement to make decisions regarding
the segments and to assess our financial perfoendihe discussion of our segment results descttiteeshanges in results as compared t
prior-year period.

The following table presents revenue and operaterfprmance by segment for the three months endpteBiber 30:

% of % of
In millions 2012 Revenue 2011 Revenue
Revenue
Americas $384 59% $37E 62%
EMEA 15€ 24% 13¢ 22%
APJ 107 17% 94 16%
Total revenue 647 10C% 602 10C%
Gross margin
Americas 22¢ 59.6% 222 59.50%
EMEA 81 51.% 62 46.€%
APJ _ 51 47. 7% _ 43 45.7%
Total gross margi $361 55.8%  $32¢ 54.5%

Americas: Revenue increased 2% in the third quarter of 2@dm the third quarter of 2011, led by a 10% incesiasservices revenue. The
revenue increase is net of a 1% adverse impactfooeign currency fluctuations. Gross margins weregghly unchanged at 59.6% for the
third quarter of 2012, from 59.5% in the third geaf 2011, with improved product margins rougbffset by somewhat lower services
margins, and the impact of a higher proportionesf/Ees revenue (as compared to product revenue).

EMEA: Revenue increased 17% in the third quarter of 264 the third quarter of 2011, led by a 25% inse@ product revenue. The
revenue increase is net of a 11% adverse impatt fiooeign currency fluctuations. Gross marginséased to 51.9% for the third quarter of
2012, from 46.6% in the third quarter of 2011, aggm rate improvements in product revenue andntipact of a greater proportion of
product revenue (as compared to services reverfise} a decline in services margin rates, comp#ydhbe prior-year period.
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APJ: Revenue increased 14% in the third quarter of Z2a## the third quarter of 2011, led by a 51% ineeean product revenue. The
revenue increase is net of a 2% adverse impactfiooeign currency fluctuations. Gross margin inseshto 47.7% in the third quarter of
2012, from 45.7% in the third quarter of 2011. Deaefit from a greater proportion of product reveras well as improved product margin
rates offset a decline in service margin ratesoagpared to the third quarter of 2011.

Provision for 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 requiredetaiscretely recognized within the current integeriod. The Company’s intention is to
permanently reinvest its foreign earnings outsithe United States. As a result, the effectivertrs in the periods presented are largely
based upon the forecasted pre-tax earnings mixdegtihe United States and other foreign taxingdgictions where the Company conducts
its business. The Company estimates itsyfalir forecasted global effective tax rate for tharyended December 31, 2012 to be approxirr
27%. This estimate is based on the forecasted eagzrofits being taxed at an overall effectivertd® of approximately 10%, as compare
the statutory tax rate of 35% in the United Statesddition, this estimate assumes that the UeeFal R&D tax credit, which expired as of
December 31, 2011, is retroactively reinstatedHerfull year 2012 in the fourth quarter of 2012.

The effective tax rate in the third quarter of 2@#&s 27%, compared to 28% in the third quarterddfl2 There were no material discrete tax
items reflected in the effective tax rate for theee months ended September 30, 2012 and Sept8tH2011.

Results of Operations for the Nine Months Ended Seéember 30, 2012
Compared to the Nine Months Ended September 30, 201

% of % of

In millions 2012 Revenu¢ 2011 Revenu¢
Product revenue $ 93t 48.€% $ 791 46.8%
Service revenu 99C 51.4% 89¢ 53.2%
Total revenue 1,92¢ 10C% 1,68¢ 100%
Gross margir

Product gross margi 63€ 68.2% 52C 65.7%

Service gross marg 442 44.1% 39¢ 44 L%
Total gross margi 1,081 56.2% 91¢ 54.4%
Operating expenst

Selling, general and administrative exper 51¢ 26.9% 47¢ 28.2%

Research and development exper 13: 6.S% 11¢€ 7.C%
Total operating expens: 651 33.8% 59€ 35.2%
Operating incomi $ 43C 22.2% $ 32% 19.1%

Revenue

Teradata revenue increased 14% in the first ninetigoof 2012 compared to the first nine monthsGdf12 The revenue increase is net of a
3% adverse impact from foreign currency fluctuatio®roduct revenue increased 18% in the first thueeters of 2012 from the prior-year
period, led by growth in the Americas and APJ ragi&ervice revenue in the first three quarte0d® increased 10% from the prior-year
period, with an underlying 11% increase in consdltievenue, and 10% increase in maintenance reyaawampared to the prior-year
period.
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Gross Margin

Gross margin for the nine months ended Septemhe&@®® was 56.2% compared to 54.4% for the ninethsoended September 30, 2011.
Product gross margin increased to 68.2% in thetfiree quarters of 2012, compared to 65.7% irptite-year period. The increase in
product margin was driven by improved product rexemix, primarily in the Americas region, as congahto the prior period. Product gross
margin in the first nine months of 2012 also ineddb12 million of amortization costs from acquimethngible assets, as compared to $24
million of combined purchase accounting adjustmeants amortization of acquired intangible assetiéfirst nine months of 2011. The
decrease in acquisition-related costs was offsparhby $5 million of additional amortization cditalized internal software development
costs in the first three quarters of 2012. Sergimss margin increased to 44.7% in the first tlpegrters of 2012 compared to 44.4% in the
prior-year period. The increase in services margias driven by improved maintenance services maiigiall three regions, offset somewhat
by lower consulting services margins.

Operating Expenses

Total operating expenses, characterized as SG&AR&T expenses, were $651 million in the first thoperters of 2012 compared to $596
million in the first three quarters of 2011. TheD$4illion increase in SG&A expenses was largelyelni by higher selling expense, due
primarily to our strategic initiative to add salesadcount (including sales headcount from acqaorstclosed in 2012 and 2011), as well as
increased revenue-driven costs for sales commissidrese increases were offset in part by $4 milkss in acquisition-related transaction,
integration and reorganization expenses, as welhastization expenses from acquired intangibletas3he $15 million increase in R&D
expenses was driven by higher engineering headexpenses, including incremental engineering haattdoom the Aprimo and Aster Data
acquisitions completed in 2011.

Revenue and Gross Margin by Operating Segment

As described in Note 11 of Notes to Condensed Cimtated Financial Statements (Unaudited), Teradataages its business in three
geographic regions, which are also the Companyésaijng segments: (1) the Americas region; (2BNEA region; and (3) the APJ region.
Teradata believes this format is useful to invessb@cause it allows analysis and comparabilitypgfrating trends by operating segment. It
also includes the same information that is use@dradata management to make decisions regardirggtiments and to assess our financial
performance. The discussion of our segment redaksribes the changes in results as compared tfwithveyear period.

The following table presents revenue and opergigriprmance by segment for the nine months endpteB8er 30:

% of % of
In millions 2012 Revenue¢ 2011 Revenue
Revenue
Americas $1,17(¢ 61% $1,021 60%
EMEA 46C 24% 405 24%
APJ 29E 15% 26E 16%
Total revenue 1,92¢ 10C% 1,68¢ 10C%
Gross margin
Americas 703 60.1% 592 58.(%
EMEA 24C 52.2% 20€ 51.6%
APJ 13€ 46.6% 11¢ 44.9%
Total gross margi $1,081 56.2% $ 91¢ 54.4%

Americas: Revenue increased 15% in the first nine month&PZrom the first nine months of 2011, led by &2idcrease in product
revenue. The revenue increase was not significamghacted by foreign currency fluctuations. Grosggins increased to 60.1% for the first
three quarters of 2012, from 58.0% in the firsethquarters of 2011, driven primarily by improvedduct revenue mix, as well as the impact
of a higher proportion of product revenue, as camg#o services revenue, compared to the prior{yedod.
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EMEA: Revenue increased 14% in the first nine month®aPArom the first nine months of 2011, led by &@?iBcrease in consulting
revenue. The revenue increase is net of a 9% aslimapact from foreign currency fluctuations. Grosasrgins increased to 52.2% for the first
three quarters of 2012, from 51.6% in the firsethquarters of 2011, driven primarily by improvedduct revenue mix, offset in part by
lower services margins.

APJ: Revenue increased 11% in the first nine month®aPZrom the first nine months of 2011, led by &wihcrease in product revenue.
The revenue increase is net of a 1% adverse infimaatforeign currency fluctuations. Gross margiareased to 46.8% in the first three
quarters of 2012, from 44.9% in the first threertgra of 2011. The gross margin increase was dgvenarily by improved service margins,
as well as a greater proportion of product revgoompared to service revenue), compared to the-pear period.

Other Income (Expense)

The Company recognized $1 million of other expeangée first nine months of 2012, versus $25 mill@f other income in the nine months
ended September 30, 2011. The other income inrtheyear period was driven by $28 million in gaimis equity investments. As part of the
required accounting for the acquisition of Astetd)d eradata’s then-existing 11.2% equity investnreAster Data at the time of the
acquisition was valued at $36 million, triggeritng recognition of an $11 million gain. Additionalip May 2011, the Company completed
the sale of an equity investment in Pliant Techggldnc. The Company received proceeds of $30onilind recognized a net gain of $17
million on the transaction.

Provision for Income Taxes

The effective tax rate for the nine months endqute&3eber 30, 2012 was 28%, compared to 27% in thetfiree quarters of 2011. There w
no material discrete tax items reflected in the@ffe tax rate for the nine months ended Septee2012. The effective tax rate for the
nine months ended September 30, 2011 includednail}dn discrete tax benefit recorded in the secqodrter related to the book gain
recorded on the Company’s previous equity investrireAster Data, which was reflected as a one-fimemanent non-taxable item. The
increase in the Company’s overall effective tae y@timarily results from the discrete benefit ratiagd in 2011.

Financial Condition, Liquidity and Capital Resources

Cash provided by operating activities increase®®4 million in the first nine months of 2012. Inneparison to the prior-year period, the
increase in cash provided by operating activitiethe nine months ended September 30, 2012 wasally due to an increase in net inco
in the first three quarters of 2012 (adjusted fam4cash items such as depreciation and amortizatiare-based compensation expense and
deferred income taxes), as well as a decrease@miaries and an increase in payables and accimehses, in the first three quarters of 2
due to the timing of orders and deliveries. Thipatt was offset in part by a smaller increase ferded revenue in the first nine months of
2012, compared to the first nine months of 201 %, tuthe timing of product revenue deferrals.

Teradata’s management uses a non-GAAP measurd tade cash flow,” which we define as net cashvjited by operating activities less
capital expenditures for property and equipmend, adaditions to capitalized software, as one measiuassessing the financial performance
of the Company. Free cash flow does not have aumiflefinition under GAAP; therefore, Teradata'§imigon of this measure may differ
from the definition used by other companies. Th@ponents that are used to calculate free cashdteWcAAP 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 imptavgness operations. In particular, free
cash flow indicates the amount of cash availaliler @kertain capital expenditures, for among othergs, investments in the Company’s
existing businesses, strategic acquisitions andrcbase of Teradata common stock. Free cash fl@s dot represent the residual cash flow
available for discretionary expenditures sincedtrany be other non-discretionary expendituresatehot deducted from the measure. This
non-GAAP measure should not be considered a sutestir, or superior to, cash flows from operatagivities under GAAP.
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The table below shows net cash provided by operatitivities and capital expenditures for the faflog periods:

Nine Months Ended

September 30,
In millions 2012 2011
Net cash provided by operating activit $ 451 $ 387
Less:
Expenditures for property and equipm (49 (32)
Additions to capitalized softwal (60) (56)
Free cash flov $ 34z $ 30C

Financing activities and certain other investint\véties are not included in our calculation ofdreash flow. Other investing activities for the
nine months ended September 30, 2012 primarilyistawsof the eCircle acquisition and other smallgguisition and investment activities
which closed during the second quarter. Other itvgsctivities in the first nine months of 201 irparily consisted of Teradata’s
acquisitions of Aprimo and Aster Data. Teradatiiancing activities for the nine months endept&mber 30, 2012 included purchases o
Company’s common stock. The Company purchased Di6émshares of its common stock at an averageepper share of $67.12 in the first
nine months of 2012. Share repurchases are maae thedtwo share repurchase programs authorizedibBoard of Directors in 2008. The
first program (the “dilution offset program”) autiimes the Company to purchase Teradata common gidble extent of cash received from
the exercise of stock options and the Teradata &mepl Stock Purchase Plan (“ESPP”) to offset ditufiom shares issued pursuant to these
plans. On February 6, 2012, the board approvedvab3@0 million share repurchase authorization pdaree the prior $300 million
authorization that was to expire on February 10.22@s of September 30, 2012, the Company had ##8i&n of authorization remaining «
the general share repurchase program to repurchdstanding shares of Teradata common stock. Sepuechases made by the Company
are reported on a trade date basis. Our sharectegme activity depends on factors such as our wgrtapital needs, our cash uses for capital
investment opportunities, our stock price, and ectio and market conditions.

Proceeds from the ESPP and the exercise of staagknspvere $48 million in the first nine months2ef12 and $19 million in the first nine
months of 2011. These proceeds are included inr@itfecing activities, net in the Condensed Coidstéd Statement of Cash Flows
(Unaudited). Additionally, during the first nine mibs of 2012 the Company repaid $8 million agaitssbutstanding term loan, which is
discussed further below.

Our total in cash and cash equivalents held outbigénited States in various foreign subsidianwas $463 million as of September 30, 2012
and $594 million as of December 31, 2011. The raimgibalance held in the United States was $44Bomias of September 30, 2012 and
$178 million as of December 31, 2011. Under curtextaws and regulations, if cash and cash eqemsland short-term investments held
outside the United States are distributed to thitedrStates in the form of dividends or otherwise,would be subject to additional U.S.
income taxes (subject to an adjustment for for¢ggueredits) and possible foreign withholding taxks of September 30, 2012, we have not
provided for the U.S. federal tax liability on apgrimately $841 million of foreign earnings that aensidered permanently reinvested out

of the United States.

On June 15, 2012, Teradata entered into a newyBaerevolving credit agreement (the “Credit Fagil)i under which the Company may
borrow up to $300 million. The Credit Facility repks a similar revolving credit agreement in thmesanaximum principal amount entered
into by Teradata in 2007, which was terminatedfaBine 15, 2012. The new Credit Facility ends ameJLb, 2017, at which point any
remaining outstanding borrowings would be due &payment unless extended by agreement of the péotieip to two additional one-year
periods. The interest rate charged on borrowingsyaunt to the Credit Facility can vary dependinghminterest rate option the Company
chooses to utilize and the Company’s leverage edtthe time of the borrowing. In the near termiabiata would anticipate choosing a
floating rate based on the London Interbank OffdRate (“LIBOR”). The Credit Facility is unsecured and contains aergpresentations ar
warranties, conditions, affirmative, negative améicial covenants, and events of default custorf@rguch facilities. As of September 30,
2012, the Company had no outstanding borrowingherCredit Facility, and was in compliance withalenants.
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In April 2011, Teradata entered into a $300 millfare-year, unsecured term loan. The outstandimgjral amount of the term loan
agreement bears interest at a floating rate bgsed a negotiated base rate or a Eurodollar ratiplaach case a margin based on the
leverage ratio of the Company. As of Septembe28@2, the term loan principal outstanding was $28Ron, and carried an interest rate of
1.25%.

Management believes current cash and short-terestment resources, Company cash flows from opesatiad its $300 million Credit
Facility will be sufficient to satisfy future wonkg capital, research and development activitigsitalaexpenditures, pension contributions,
other financing requirements for at least the merlve months. The Company principally holds itstgecash equivalents and short-term
investments in bank deposits and highly-rated menasket funds.

The Company'’s ability to generate positive castvfidrom operations is dependent on general econoomiditions, competitive pressures,
and other business and risk factors describedeilCtimpany’s 2011 Annual Report on Form 10-K (th@l'2 Annual Report”), and elsewhere
in this Quarterly Report. If the Company is unalolgenerate sufficient cash flows from operatiamstherwise to comply with the terms of
the credit facility and term loan agreement, thenBany may be required to seek additional finanaiternatives.

Contractual and Other Commercial Commitments.There has been no significant change in our conizhend other commercial
commitments as described in the 2011 Annual Re@ant.guarantees and product warranties are distuss¢ote 7 of Notes to Condensed
Consolidated Financial Statements (Unaudited).

Critical Accounting Policies and Estimates

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 assuomns, estimates and judgments are based on hateniperience and assumptions that are
believed to be reasonable at the time. Howevemusefuture events and their effects cannot berdieted with certainty, the determination
of estimates requires the exercise of judgment.dditical accounting policies are those that regaissumptions to be made about matters
are highly uncertain. Different estimates coulddawmaterial impact on our financial results. Judgi® and uncertainties affecting the
application of these policies and estimates mayltré@s materially different amounts being reporteter different conditions or
circumstances. Our management periodically revibwse estimates and assumptions to ensure thihancial statements are presented
fairly and are materially correct.

In many cases, the accounting treatment of a jpéaticransaction is specifically dictated by GAARIadoes not require significant
management judgment in its application. There @ @eas in which management’s judgment in selgemong available alternatives
would not produce a materially different resulteTignificant accounting policies and estimatesweabelieve are the most critical to aid in
fully understanding and evaluating our reportedtiicial results are discussed in the 2011 AnnuabReperadata’s senior management has
reviewed these critical accounting policies andtes disclosures and determined that there wesggmificant changes in our critical
accounting policies in the nine months ended Seip¢erd0, 2012. Also, there were no significant clesnig our estimates associated with
those policies.
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New Accounting Pronouncements
See discussion in Note 2 of Notes to Condenseddlidaged Financial Statements (Unaudited) for neeoanting pronouncements.

Item 3. Quantitative and Qualitative Disclosures Alout Market Risk.

There have not been any material changes to thketiask factors previously disclosed in Parti&nh 7A of the Company’s 2011 Annual
Report on Form 10-K.

Item 4. Controls and Procedures.
Evaluation of Disclosure Controls and Procedures

Teradata maintains a system of disclosure conairedsprocedures (as defined in Rules 13a-15(e) ad€ 3(e) of the Securities Exchange ,
of 1934 (the “Exchange Act”)) that are designegrovide reasonable assurance that information requo be disclosed in its reports filed or
submitted under the Exchange Act is recorded, gsmoh summarized and reported, within the timeodsrspecified in the SEC's rules and
forms, and that such information is accumulated@mmunicated to management, including, as apateprine Chief Executive Officer and
the Chief Financial Officer, to allow timely deasis regarding required disclosures. In designirheaaluating the disclosure controls and
procedures, management recognizes that any coatrdlprocedures, no matter how well designed aadatgd, 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, 2012.

Changes in Internal Control over Financial Reportirg

There have been no changes in our internal coowe financial reporting that occurred during tastlfiscal quarter ended September 30,
2012 that have materially affected, or are readgriddely to materially affect, our internal controver financial reporting.

Part I—OTHER INFORMATION
Item 1. Legal Proceedings.

The information required by this item is includedhe material under Note 7 of Notes to Condensats@lidated Financial Statements
(Unaudited) of this Quarterly Report on Form 10+8@ & incorporated herein by reference.

Iltem 1A. Risk Factors.

There have not been any material changes to théagsors previously disclosed in Part |, Item IRtloe Company’s 2011 Annual Report on
Form 10-K.

Item 2. Unregistered Sales of Equity Securities andse of Proceeds.
Purchase of Company Common Stock

During the third quarter of 2012, the Company exedyurchases for less than 0.1 million sharetssafammon stock at an average price per
share of $63.99 under the two share repurchasegmsgthat were authorized by our Board of Director2008. The first program (the
“dilution offset program”) authorizes the Companypurchase Teradata common stock to the extergshf eceived from the exercise of
stock options and the Teradata Employee Stock ReecRlan (“ESPP”) to offset dilution from sharesied pursuant to these plans. On
February 6, 2012, the board approved a new $3d®mghare repurchase authorization to replaceiioe $300 million authorization
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under the Company’s second share repurchase prdgrarfgeneral share repurchase program”), thattwaspire on February 10, 2012. As
of September 30, 2012, the Company had $299 midfaauthorization remaining on the general shapemehase program to repurchase
outstanding shares of Teradata common stock.

Section 16 officers occasionally sell vested shafesstricted stock to the Company at the curnesatket price to cover their withholding
taxes. For the nine months ended September 30, #tH tal of these purchases was 36,170 shaegsaterage price of $62.16 per share.

The following table provides information relatingthe Companyg share repurchase programs for the nine montrede®elptember 30, 201

Total
Total Number of
Number of Shares
Shares Purchased Maximum Maximum
Purchased as Part of Dollar Value Dollar Value
as Part of Publicly that May Yet that May Yet
Average Publicly Announced Be Purchased Be Purchased
Total Price Announcec General Under the Under the
Number of Paid Dilution Share Dilution General Share
Shares per Offset Repurchase Offset Repurchase
Month Purchasec Share Program Program Program Program
First Quarter Total — N/A — —  $27,765,95 $300,000,00
Second Quarter Total 545,230 $67.3i 545,23! — $ 2,209,821 $300,000,00
July 2012 42,70¢  $63.9¢ 34,80( 7,90¢ $ 1,066,69 $299,487,58
August 20172 20C $65.0: 20C — $ 9,398,38.  $299,487,58
September 201 — N/A o = $12,374,52  $299,487,58
Third Quarter Total 42,90¢  $63.9¢ 35,00( 7,90¢ $12,374,52 $299,487,58
Item 3. Defaults Upon Senior Securities.
None
Item 5. Other Information.
None
Item 6. Exhibits.
Reference Numbet
per Item 601 of
Regulation &K Description
2.1 Form of Separation and Distribution Agreement betw&eradata Corporation and NCR Corporation

(incorporated by reference to Exhibit 10.1 to theré€nt Report on Form-K dated September 11, 200

3.1 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

3.2 Amended and Restated Bylaws of Teradata Corpora®amended and restated on April 20, 2012
(incorporated by reference to Exhibit 3.1 to ther€nt Report on Form-K dated April 26, 2012)

4.1 Common Stock Certificate of Teradata Corporatioediporated by reference to Exhibit 4.1 to the @arbr
Report on Form 1-Q dated November 13, 200
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10.1

10.2

10.c

10.4

311
31.z
32

101

Revolving Credit Agreement dated June 15, 2012 gmi@radata Corporation, Bank of America, N.A., asmnistrative
Agent, JPMorgan Chase Bank, N.A., as Syndicatioam\glrhe Bank of Tokyo-Mitsubishi UFJ, Ltd. andikd@ink, N.A., as
Co-Documentation Agents, and the lenders partyetbdincorporated by reference to Exhibit 1.1 t® @urrent Report on
Form &K dated June 20, 2017

Teradata Change in Control Severance Plan, as ademdl restated (incorporated by reference to Extihl to the
Current Report on Formr-K dated July 27, 2012

Form of Director Restricted Share Unit Grant Stagahunder the Teradata 2012 Stock Incentive Ptato(porated by
reference to Exhibit 10.5 to the Quarterly Repaorform 1-Q dated August 3, 201z

Teradata Corporation Employee Stock Purchase Btaamended and restated (incorporated by refeteri&ehibit 10.6 to
the Quarterly Report on Form-Q dated August 3, 2012

Certification pursuant to Rule 1-14(a), dated November 2, 20:
Certification pursuant to Rule 1-14(a), dated November 2, 20:

Certification pursuant to 18 U.S.C. Section 135@dspted pursuant to Section 906 of the Sarbanéesy@xt of 2002,
dated November 2, 201

Interactive data files pursuant to Rule 405 of Ration S-T: (i) the Condensed Consolidated Statérokimcome for the
three and nine month periods ended September 3@, &td 2011, (ii) the Condensed Consolidated Seieof
Comprehensive Income for the three and nine moatiogls ended September 30, 2012 and 2011, (iiCdedensed
Consolidated Balance Sheet at September 30, 2@lPacember 31, 2011, (iv) the Condensed Consotidatatement of
Cash Flows for the nine month periods ended SepeB 2012 and 2011 and (v) the notes to the GmatkConsolidate
Financial Statement
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SIGNATURES

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

TERADATA CORPORATION

Date: November 2, 2012 By: /s/ Stephen M. Scheppmann
Stephen M. Scheppmal
Executive Vice President and Chief Financial Offi
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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. | have reviewed this quarterly report on ForraQd 0f Teradata Corporation;

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

3. Based on my knowledge, the financial statememis,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, amdtife periods presented in this report;

4. The registrang other certifying officers and | are responsiloledstablishing 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 procedotes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhsibsidiaries, is made known to us by
others within those entities, particularly duriig period in which this report is being prepared;

b) designed such internal control over financiglomting, or caused such internal control over faiahreporting to be designed under
our supervision, to provide reasonable assuramzgdng the reliability of financial reporting atfie preparation of financial stateme
for external purposes in accordance with geneealbepted accounting principles;

c) evaluated the effectiveness of the registratisslosure controls and procedures and presentidsineport our conclusions about the
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psint based on such evaluation; and

d) disclosed in this report any change in the temi¢'s internal control over financial reportirftat occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth disguarter in the case of an annual report) thathaterially affected, or is reasonably
likely to materially affect, the registrant’s intexl control over financial reporting;

5. The registrant’s other certifying officers anldalve 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 weadges in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

b) any fraud, whether or not material, that invelweanagement or other employees who have a sigmifiole in the registrargtinterna
control over financial reporting.

Date: November 2, 2012 /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. | have reviewed this quarterly report on ForraQd 0f Teradata Corporation;

2. Based on my knowledge, this report does notador@ny untrue statement of a material fact or éméttate a material fact necessary to
make the statements made, in light of the circuntsts.under which such statements were made, niatadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememis,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, amdtife periods presented in this report;

4. The registrang other certifying officers and | are responsiloledstablishing 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 procedotes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhsibsidiaries, is made known to us by
others within those entities, particularly duriig period in which this report is being prepared;

b) designed such internal control over financiglomting, or caused such internal control over faiahreporting to be designed under
our supervision, to provide reasonable assuramzgdng the reliability of financial reporting atfie preparation of financial stateme
for external purposes in accordance with geneealbepted accounting principles;

c) evaluated the effectiveness of the registratisslosure controls and procedures and presentidsineport our conclusions about the
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psint based on such evaluation; and

d) disclosed in this report any change in the temi¢'s internal control over financial reportirftat occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth disguarter in the case of an annual report) thathaterially affected, or is reasonably
likely to materially affect, the registrant’s intexl control over financial reporting;

5. The registrant’s other certifying officers anldalve 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 weadges in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

b) any fraud, whether or not material, that invelweanagement or other employees who have a sigmifiole in the registrargtinterna
control over financial reporting.

Date: November 2, 2012 /s/ 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 “Compangh Form 109 for the period ende
September 30, 2012 as filed with the U.S. Secsrdigd 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 Exchangeah1934; anc

(2) the information contained in the Report faplgsents, 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 solelysguant to 18 U.S.C. § 1350 (section 906 of the Smbh®xley Act of 2002) and is not being
filed as part of the Report or as a separate discdodocument.

Dated: November 2, 2012 /s/ Michael F. Koehler

Michael F. Koehle
President and Chief Executive Offic

Dated: November 2, 2012 /s/ Stephen M. Scheppmann
Stephen M. Scheppmal
Executive Vice President and Chief Financial Offi

A signed original of this written statement reqdii®y Section 906, or other document authenticaticgnowledging, or otherwise adopting
the signatures that appear in typed form withingleetronic version of this written statement regdiby Section 906, has been provided to
Teradata Corporation and will be retained by Te@@orporation and furnished to the United Staesuties and Exchange Commissior
its staff upon reques



