EDGAROnline

TERADATA CORP /DE/

FORM 10-Q

(Quarterly Report)

Filed 11/07/14 for the Period Ending 09/30/14

Address

Telephone
CIK
Symbol
SIC Code
Industry
Sector
Fiscal Year

10000 INNOVATION DRIVE
DAYTON, OH 45342
937-242-4800

0000816761

TDC

3571 - Electronic Computers
Computer Services
Technology

12/31

Powere 4 &y EDGAROnline

http://www.edgar-online.com
© Copyright 2014, EDGAR Online, Inc. All Rights Reserved.

Distribution and use of this document restricted under EDGAR Online, Inc. Terms of Use.


http://www.edgar-online.com

Table of Contents

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, 2014

OR

0 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 chaefr)

Delaware 75-323647C
(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 pursuaRile 405 of Regulation S-T (§232.405 of this ¢bgpduring the preceding 12 months (or
for such shorter period that the registrant wasired to submit and post such files). Y&d 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 BExge Act). YesO No

At October 31, 2014, the registrant had approxilgdts3.0 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

September 30

Nine Months Ended
September 30

In millions, except per share amount: 2014 2013 2014 2013
Revenue
Product revenu $ 294 $ 30€ $ 867 $ 85¢
Service revenu 375 36C 1,104 1,06
Total revenue 667 66€ 1,971 1,92:
Costs and operating expenses
Cost of product: 11¢ 11¢ 31€ 312
Cost of service 19¢ 19C 601 56¢
Selling, general and administrative exper 181 18z 557 547
Research and development exper 46 43 152 14C
Total costs and operating expense 544 534 1,62¢ 1,56¢
Income from operations 122 132 34E 35E
Other expense, n 0 0 (8) (1)
Income before income taxe 125 132 337 354
Income tax expens 29 34 88 89
Net income $ 9 $ 98 $ 24¢ $ 26t
Net income per weighted average common sha

Basic $ 0.61 $ 0.6C $ 1.5¢ $ 1.62

Diluted $ 0.6C $ 0.5¢ $ 1.57 $ 1.5¢
Weighted average common shares outstandir

Basic 154k 163.2 156.¢ 164.(

Diluted 157.1 166.2 159.1 167.1

See Notes to Condensed Consolidated Financialriats (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 2014 2013 2014 2013
Net income $ 9 $ 98 $ 24¢ $ 26F
Other comprehensive (loss) incor
Foreign currency translation adjustme (28) 13 (28) 4
Defined benefit plans
Defined benefit plan adjustment, before 2 (6) D (6)
Defined benefit plan adjustment, tax port 0 2 0 2
Other comprehensive (loss) incol (30) 9 (29) (8
Comprehensive income $ 64 $ 107 $ 22C $ 257

See Notes to Condensed Consolidated Financialrats (Unaudited).
4




Table of Contents

Teradata Corporation
Condensed Consolidated Balance Sheets (Unaudited)

September 3C

In millions, except per share amountt 2014
Assets
Current Asset
Cash and cash equivalel $ 84¢
Accounts receivable, n 52z
Inventories 44
Other current asse 92
Total current asse 1,50¢
Property and equipment, r 157
Capitalized software, ni 19¢
Goodwill 95¢
Acquired intangible assets, r 13C
Deferred income taxe 23
Other asset 46
Total assets $ 3,01t
Liabilities and stockholders’ equity
Current liabilities
Current portion of lon-term debt $ 45
Accounts payabl 11¢
Payroll and benefits liabilitie 127
Deferred revenu 38C
Other current liabilitie: 101
Total current liabilities 771
Long-term debt 21C
Pension and other postemployment plan liabili 73
Long-term deferred revent 22
Deferred tax liabilities 68
Other liabilities 32
Total liabilities 1,17¢
Commitments and contingencies (Note 7)
Stockholders equity
Preferred stock: par value $0.01 per share, 10fes authorized, 0.0 shares issued and
outstanding at September 30, 2014 and Decemb&033, 0
Common stock: par value $0.01 per share, 500.@slaarthorized, 191.8 and 190.9 shares
issued at September 30, 2014 and December 31, Bl ctively 2
Paic-in capital 1,031
Treasury stock: 38.5 and 31.6 shares at Septendh@024 and December 31, 2013,
respectively (1,477
Retained earning 2,28
Accumulated other comprehensive inca 4
Total stockholders’ equity 1,84:
Total liabilities and stockholders’ equity $  3,01¢

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

2013

$ 69%
717
5€

9t
1,56:
161
19t
94¢
14¢
24

58

$  3,09¢

$ 26
114
13¢€
39C
11C
77¢€
24¢

7€
25
87
27

1,23¢

0

2
973

(1,18)
2,03

33

1,857

$ 3,00
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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
Stocl-based compensation expel
Excess tax benefit from stc-based compensatic
Deferred income taxe
Loss on investmen
Changes in assets and liabiliti
Receivable!
Inventories
Current payables and accrued expel
Deferred revenu
Other assets and liabilitis
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 activities
Financing activities
Repurchases of common stc
Repayments of lor-term borrowings
Excess tax benefit from stc-based compensatic
Other financing activities, ni

Net cash used in financing activitie:
Effect of exchange rate changes on cash and casbaéts

Increase in cash and cash equival
Cash and cash equivalents at beginning of p¢

Cash and cash equivalents at end of peric

See Notes to Condensed Consolidated Financialrs¢ats (Unaudited).
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Nine Months Ended

September 30,
2014 2013
$ 24¢ $ 26t
12¢ 10¢
36 39
(2 (7
(17) 7
9 0
19¢ 12¢
12 (19
(20 (86)
(13 (5
(8) 18
58¢ 447
(37) (44)
(57 (56)
(49) (39
(149 (139)
(282) (187)
(19 (11)
2 7
20 23
(279) (16€)
) @
15z 13z
69t 72¢
$ 84¢ $ 862
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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 operatifnancial position and cash flows of Teradatapgooation (“Teradata” or the “Company”) for
the interim periods presented herein. The year281@ 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 clidst@d financial statements and notes
thereto included in Teradata’s most recent Annwgdd®t on Form 10-K for the fiscal year ended Decendd, 2013 (the “2013 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

Revenue Recognitionln May 2014, the Financial Accounting StandardsrBda=ASB”) issued new guidance that affects aniitgnhat

either enters into contracts with customers tosimgoods or services or enters into contract®transfer of nonfinancial assets unless
those contracts are within the scope of other staisd The new guidance will supersede the revesaegnition requirements in the current
revenue recognition guidance, and most industrgiipguidance. In addition, the existing requirartgefor the recognition of a gain or loss
on the transfer of nonfinancial assets that arématcontract with a customer are amended to heistent with the guidance on recognition
and measurement in this update. The core prinoipiiee guidance is that an entity should recogréxenue to depict the transfer of promised
goods or services to customers in an amount tflatte the consideration to which the entity expaotbe entitled in exchange for those
goods or services. To achieve that core princthie FASB defines a five step process which inclubedollowing: (1) identify the contract
with a customer, (2) identify the performance odligns in the contract, (3) determine the transaqprice, (4) allocate the transaction pric
the performance obligations in the contract, ad€bognize revenue when (or as) the entity satisdi performance obligation.

The amendments in this update are effective feafigears, and interim periods within those yelbegjinning after December 15, 2016, with
early application not permitted. The standard afl@ntities to apply the standard retrospectivetyafbperiods presented or alternatively an
entity is permitted to recognize the cumulativeseffof initially applying the guidance as an openialance sheet adjustment to retained
earnings in the period of initial application. TBempany is currently evaluating the impact on @dssolidated financial position, results of
operations and cash flows, as well as the methado$ition that will be used in adopting the stold

Accounting for Share-based Payments with Performare Targets.In June 2014, the FASB issued new guidance thatdvegquire that a
performance target that affects vesting and thaldche achieved after the requisite service peliedreated as a performance condition. A
reporting entity should apply existing guidancetaslates to awards with performance conditiorat Hffect vesting to account for such
awards. As such, the performance target shoulth@oéflected in estimating the grant-date fair gadfithe award. Compensation cost should
be recognized in the period in which it becomedabte that the performance target will be achieaed should represent the compensation
cost attributable to the periods for which the isii@ service has already been rendered. The amamdrin this update are effective for
annual periods, and interim periods within thoseuah periods beginning after December 15, 2015idfadoption is permitted. The
Company is currently evaluating the impact on @dssolidated financial position, results of openasi@nd cash flows.
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Recently Adopted Guidanceln July 2013, the FASB issued new guidance reqgitire financial statement presentation of an urgeized
tax benefit in a particular jurisdiction, or a port thereof, as a reduction to a deferred tax deset net operating loss (“NOL”") carryforward,
a similar tax loss, or a tax credit carryforwardlass the uncertain tax position is not availableetiuce, or would not be used to reduce, the
NOL or carryforward under the tax law in the sanmgsgiction; otherwise, the unrecognized tax bersgfould be presented as a gross liab
and should not be combined with a deferred taxtaskés new guidance is effective for interim amhaal periods beginning after
December 15, 2013. On January 1, 2014, the Comaamngted the new guidance which did not have a maatempact on the Company’s
consolidated financial position, results of opemasi or cash flows.

3. Supplemental Financial Information

As of
September 3C December 31
In millions 2014 2013
Inventories
Finished good $ 27 $ 39
Service part: 17 17
Total inventories $ 44 $ 56
Deferred revenue
Deferred revenue, curre $ 38C $ 39C
Long-term deferred revent 22 25
Total deferred revenue $ 40z $ 41E
4. Goodwill and Acquired Intangible Assets
The following table identifies the activity relagiro goodwill by operating segment:
Balance Balance
December 31 Currency September 3C
Translation
In millions __ 2013 Additions Adjustments __ 2014
Goodwill
Americas $ 62€ $ 28 $ (1) $ 652
Internationa 32C 0 (15 30¢
Total goodwill $ 94¢€ $ 28 $ (16) $ 95¢

The changes to goodwill for the nine months endsat&nber 30, 2014 were due to immaterial acquisitexecuted during the period, as
as changes in foreign currency exchange rates.
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Acquired intangible assets were specifically idiéedi when acquired, and are deemed to have fiviés.| The gross carrying amount and
accumulated amortization for Teradata’'s acquiréahigible assets were as follows:

September 30, 201 December 31, 201:

Accumulated Accumulated

Amortization Amortization

Gross and Currency Gross and Currency

Carrying Carrying
Amortization Translation Translation
In millions Life (in Years) Amount Adjustments Amount Adjustments
Acquired intangible assets

Intellectual property/developed technolc 1to7 $ 16t $ (86) $ 158 $ (7C)
Customer relationshir 3to 1( 77 (32 77 (23
Trademarks/trade nam ltot 15 (12 15 @)
In-process research and developn 5 5 2 5 D
Non-compete agreemer lto: 1 (1) 1 (1)
Total 1 to 1( $ 267 $ (139 $ 251 $ (102

For the nine months ended September 30, 2014 rtiss garrying amount of acquired intangible asseteased with the addition of newly
acquired intangible assets associated with imn@tacquisitions. This was partially offset by certatangible assets previously acquired
became fully amortized and were removed from tHartte sheet.

Total amortization expense related to acquirechmitsle assets was $12 million and $35 million fog three and nine months ended
September 30, 2014 and $11 million and $33 milfarmthe three and nine months ended September(33, 2espectively. The estimated
amortization expense for acquired intangible adeethe following periods is as follows:

Remainder o For the year ended (estimated
In millions 2014 201¢ 201¢ 2017 201¢ 201¢
Amortization expense $ 13 $39 $30 $22 $10 $ 8

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 outsitdne United States. As a result, the effectivertrs in the periods presented are largely
based upon the forecasted pre-tax earnings mixabmchtion of certain expenses in various taxingsglictions where the Company conducts
its business that apply a broad range of statlitmgyme tax rates, a large majority of which are lésn the U.S. statutory rate.

The effective tax rate for the three months endsuat&nber 30, 2014 and September 30, 2013 was 2h@%5.8%, respectively. The
effective tax rate for the nine months ended Sepé&zrB0, 2014 and September 30, 2013 was 26.1% o2 respectively. The effective t
rate for the three months and nine months endete®dyer 30, 2014 included a discrete tax benefitltieg from an Internal Revenue Service
audit settlement of the 2011 tax year, which oamliin the third quarter of 2014. This tax benefisvoffset by the impact of the expiration of
the U.S. Federal Research and Development Tax {Glet8 R&D Tax Credit”) on December 31, 2013. Aseault, there is no tax benefit
associated with the US R&D Tax Credit reflectedhia marginal effective tax rate for the three merghnine months ended September 30,
2014. The effective tax rate for the three montits @ine months ended September 30, 2013 includeth#trginal effective tax rate benefit of
the US R&D Tax Credit for 2013. In addition, théeetive tax rate for the nine months ended Septer®®e2013 included a ortémne discrett
$4 million tax benefit associated with the US R&BXTCredit for 2012, which was retroactively reinsthwith the enactment of the Americ
Taxpayer Relief Act of 2012 in January of 2013.
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6. Derivative Instruments and Hedging Activities

As a portion of the Teradata’s operations is cotetlioutside the United States and in currenciesrdtfan 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 aresinstruments. 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, alonghwthe 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 amexntsainged 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 involvemeréss than the total contract notional amount ofGbenpany’s foreign exchange forward
contracts.

The contract notional amount of the Company’s fyimeéxchange forward contracts was $85 million ($ian on a net basis) at
September 30, 2014, and $152 million ($24 millioneonet basis) at December 31, 2013. The fair vdduivative assets and liabilities
recorded in other current assets and accrueditiabiat September 30, 2014 and December 31, 204r& not material.

Gains and losses from the Company’s fair value ésdfpreign currency forward contracts and rel&tedged items) were immaterial for the
three and nine months ended September 30, 2018eptdmber 30, 2013. Gains and losses from foreiginaage forward contracts are fully
recognized each period and reported along witlotfsetting gain or loss of the related hedged iteitier in cost of products or in other
income, depending on the nature of the related debdgm.

7. Commitments and Contingencies

In the normal course of business, the Companyhgstito proceedings, lawsuits, governmental ingasbns, claims and other matters,
including those that relate to the environmentJtheend safety, employee benefits, export compkaimtellectual property, tax matters and
other regulatory compliance and general matters.

Guarantees and Product Warranties Guarantees associated with the Company’s busimcéisgtias are reviewed for appropriateness and
impact to the Company’s financial statements. Ricaly, 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, 2014, thénmoawxx future payment obligation of this guaranteatlie and the associated liability
balance was $4 million.

10
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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 bagexh historical factors such as labor rates,
average repair time, travel time, number of serealés and cost of replacement parts. For eachuwomsted 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 relagjio the warranty reserve for the nine months erggutember 30:

In millions 2014 2013
Warranty reserve liability

Beginning balance at Januar $ 8 $ 8
Provisions for warranties issu 11 10
Settlements (in cash or in kin (13 (11
Balance at September $ 6 $ 7

The Company also offers extended and/or enhancestage to its customers in the form of maintenammdgracts. The Company accounts
these contracts by deferring the related maintemagnenue over the extended and/or enhanced cavpeaipd. Costs associated with
maintenance support are expensed as incurred. Amasgsociated with these maintenance contractsodiacluded 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 officemslalirectors of its subsidiaries. From time to titie Company also enters into agreements
in connection with its acquisition and divesturéaiies that include indemnification obligationg the Company. The fair value of these
indemnification obligations is not readily deteraitle due to the conditional nature of the Compapgtential obligations and the specific
facts and circumstances involved with each padicagireement, 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 conditionutesof operations or cash flows.

8. Fair Value Measurements

Fair value measurements are established utilizitgese-tier fair value hierarchy, which prioritizée inputs used in measuring fair value.
These tiers include: Level 1, defined as observatpets such as quoted prices in active marketglfortical assets or liabilities; Level 2,
defined as significant other observable inputshsaagquoted prices in active markets for similaetsor liabilities, or quoted prices in less-
active markets for identical assets; and Levek®inéd as unobservable inputs in which little omnarket data exists, therefore requiring an
entity to develop its own assumptions. Financiaktsand liabilities are classified in their ertireased on the lowest level of input that is
significant to the fair value measurement.

The Company’s assets and liabilities measuredratdbue on a recurring basis include money mafiatis 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 tlaluation hierarchy. When deemed
appropriate, the Company minimizes its exposumhtmges in foreign currency exchange rates thrthuglise 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 tipamted prices, specifically market spot and fodvexchange rates. As such, these
derivative instruments are classified within Le2edf the valuation hierarchy. Fair value gainsdpen contracts are recognized as assets and
fair value losses are recognized as liabilities Tdir value derivative assets and liabilities réeal in other current assets and accrued
liabilities at September 30, 2014 and DecembeRB813, 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 measured at fair value oouarieg basis and subject to fair value discloserpirements at September 30, 2014 and
December 31, 2013 were as follows:

Fair Value Measurements at Reporting Date Usin

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

In millions Total (Level 1) (Level 2) (Level 3)
Assets
Money market funds, September 30, 2! $39E $ 39t $ 0 $ 0
Money market funds, December 31, 2( $31€ $ 31¢ $ 0 $ 0
9. Debt

Teradata’s five-year revolving credit agreemeng ({Bredit Facility”), has a borrowing capacity qf to $300 million. The Credit Facility

ends on June 15, 2017, at which point any remaioingtanding borrowings would be due for repaymeess extended by agreement of the
parties for up to two additional one-year periodse interest rate charged on borrowings pursuattitet@redit Facility can vary depending on
the interest rate option the Company chooses ligeiind the Company’s leverage ratio at the tifde borrowing. In the near term,
Teradata would anticipate choosing a floating batged on the London Interbank Offered Rate (“LIBPRhe Credit Facility is unsecured
and contains certain representations and warracteslitions, affirmative, negative and financial’enants, and events of default customary
for such facilities.

As of September 30, 2014, the Company had no bamgsioutstanding under the Credit Facility, leav@#8§0 million in additional borrowir
capacity available under the Credit Facility. Thenpany was in compliance with all covenants asepit&mber 30, 2014.

Teradata’s senior unsecured $300 million fyear term loan is payable in quarterly installmemisich commenced on June 30, 2012, witt
remaining principal due in April 2016. The outstargdprincipal amount of the term loan agreementdbéederest at a floating rate based upon
a negotiated base rate or a Eurodollar rate plesdi case a margin based on the leverage ratie @ompany. As of September 30, 2014,
the term loan principal outstanding was $255 milliand carried an interest rate of 1.1875%. The ji2omwm was in compliance with all
covenants as of September 30, 2014.

Teradata’s term loan is recognized on the Compawafance sheet at its unpaid principal balance jsindt 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. If measured at ¥alue in the financial statements, the Compatg'en loan would be classified as Level 2
in the fair value hierarchy.

10. Earnings Per Share

Basic earnings per share is calculated by dividigigincome by the weighted average number of slwarssanding 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 potentiahsds resulting from stock options, restricted staefards and other stock awards.

12
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The components of basic and diluted earnings pamesre as follows:

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

In millions, except per share amountt 2014 2013 2014 2013
Net income available for common stockhold $ 9 $ 98 $ 24¢ $ 26t
Weighted average outstanding shares of common 154t 163.2 156.¢ 164.(
Dilutive effect of employee stock options, reseitistock and other stock awa 2.€ 3.2 2.5 3.1
Common stock and common stock equivalt 157.] 166.4 159.] 167.]
Earnings per shar
Basic $ 0.61 $ 06C $15¢ $ 1.6z
Diluted $ 0.6C $ 05¢ $ 157 $ 1.5€

Certain options to purchase shares of common stec& not included in the computation of dilutednéags per share because their exercise
prices were greater than the average market pfitee@ommon shares for the period, and therefaneldvhave been anti-dilutive. For the
three months ended September 30, 2014 and Sept&Mu2013 there were 2.2 million and 0.7 milliorads of common stock excluded fr
the computation of diluted earnings per share th®@nine months ended September 30, 2014 and Segt&®, 2013 there were 2.2 million
and 0.5 million shares of common stock excludedhftbe computation of diluted earnings per share.

11. Segment and Other Supplemental Information

Teradata manages its business in two geographimnsggvhich are also the Company’s operating se¢gnéh) the Americas region (North
America and Latin America); and (2) the Internasibregion (Europe, Middle East, Africa, Asia Pacdind Japan). Management evaluate
performance of its segments based on revenue gnuesé margin. Corporate-related costs are fullgeated to the segments, but for
management reporting purposes assets are nottalibicathe segments.

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

Three Months Ended Nine Months Ended
September 30 September 30

In millions 2014 2013 2014 2013
Segment revenu
Americas $ 40t $ 40¢ $1,16: $1,16¢
Internationa 262 257 80¢ 754
Total revenue 667 66€ 1,971 1,92:
Segment gross margir
Americas 231 23¢ 671 66¢
Internationa 11¢ 12t 383 374
Total gross margin 35( 35¢ 1,05¢ 1,04
Selling, general and administrative exper 181 18< 557 547
Research and development exper 46 43 152 14C
Total income from operations 12: 132 34t 35&
Other expense, n 0 0 (8) (1)
Income before income taxes $ 12¢ $ 13z $ 337 $ 354
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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 2014 2013 2014 2013
Products (software and hardwaée) $ 294 $ 30¢€ $ 867 $ 85¢
Consulting service 20C 20C 592 59:¢
Maintenance service 178 16C 512 472
Total service: 37¢ 36C 1,10¢ 1,06¢
Total revenue $ 667 $ 66¢ $1,971 $1,92¢

(M Our analytic database software and hardware preduetoften sold and delivered together in the fofm “node” of capacity as an
integrated technology solution. Accordingly, iingpracticable to provide the breakdown of revemoenfvarious types of software and
hardware products.

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 Satements 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 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 2013 Annual Report on Form 10-K.

Third Quarter Financial Overview
As more fully discussed in later sections of thiD&A, the following were significant financial itenfer the third quarter of 2014

» Total revenue was $667 million for the third quard€&2014, flat from the third quarter of 2013, lvdn underlying 4% decrease in
product revenue and a 4% increase in services uev

e Gross margin decreased to 52.5% in the third quafte014 from 53.8% in the third quarter of 20dilyen by lower product and
services margins

e Operating income was $123 million in the third daaof 2014, compared to $132 million in the thiuhrter of 2013, driven by lower
product revenue and gross margin, partially offgea services revenue increa

* Netincome in the third quarter of 2014 was $94iam| compared to $98 million in the third quart#r2013.

Strategic Overview

Teradata helps companies achieve competitive adgargnd win in their markets by empowering thefpeioome “data-driven businesses”
capable of exploiting data for insight and valuetigh its analytic data solutions.
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Teradata’s strategy focuses on three large andiggomwarkets: integrated data warehousing (“IDW1y tata analytics, and integrated
marketing cloud applications. We continue to foonghe following key initiatives to broaden our fiims in these markets and take advan
of growth opportunities.

* Invest to expand our leading Unified Data Architeef IDW software and platform family, big dataatisery platforms, Hadoop -
based data management platforms, and integratedcetivay cloud applications to address multiple madezyments through internal
development and targeted strategic acquisiti

» Deliver our solutions via the cloud (as a servimedn premise with offerings that support marketipglications as a service, data
warehousing as a service, as well as discovery@rahbs a service and data management as a s¢

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

» Continue to seek opportunities to strengthen ol@éss&sources, by opportunistically hiring incretaésales support resources as we
technology and industry consultar

Future Trends

We believe that demand for our analytic data ptatfowill continue to increase due to the contingemvth of data volumes and types of d
the scale and complexity of business requiremamis the growing use of new data elements and nmalgtecs over time. The adoption by
customers of a broader set of analytics includirggljgtive analytics, path analysis, network analggaph, and many others is driving more
applications, usage and capacity. This increaseadbih of analytics also drives the need for analvarchitecture to manage an increasingly
complex analytics environment. As a result, we ekpleat Teradata’s leadership in analytic dataf@tats and Unified Data Architecture
positions us for future growth. In addition, weibeé that our competitive position in integratedrketing cloud applications, including our
marketing operations, campaign management andiligeéssaging offerings, will contribute to our gtbvand are synergistic with the
Company’s big data analytics business as compgaiescompetitive advantage through data-driven etarl with their customers.

This growth, however, is not expected to be withitauthallenges from general economic conditionsetitive pressures, alternative
technologies, and other risks and uncertaintieseSinid-2012, Teradata has seen a change in custdmging patterns, particularly in the
Americas region, with respect to large capital stugents and related services. Currently, we beliezethe greatest challenge for future
revenue growth relates to pressures on large tapipenditures from the Compagylargest customers (by historical revenue) inAimericas
region. Revenue for these customers has beenniggtaiver since 2012, while we continue to expergegimwth outside of these large
customers. We believe that a number of factorganéributing to a slowdown in growth within thisogip of larger customers, including:
information technology budget constraints; thetreddy recent investments made by several of tleistomers to build out their Teradata
IDW environments; a current focus of investmentthigir analytical ecosystems which have lower ayerselling prices than IDW
environments; and to a lesser degree the trankfamoe IDW workloads to other platforms in the amsm.

Overall, we believe that IDW will remain a critigadrt of companies’ analytical ecosystems and Teasltechnology is highly differentiated
with our ability to handle the concurrency and sarlevel agreements of hundreds to thousands sdiami-critical users and applications.
Further, we believe the Company has the opportdaitgontinued revenue growth from both the expamsif our existing customers’
analytical ecosystems (through growth in IDW, Tettachig data analytics and integrated marketingcclpplications) as well as the addition
of new customers.

Although we did not experience significant chanfpeghe nine months ended September 30, 2014 doentpetitive and/or pricing trends 1
our analytic data platforms, there is risk thatimg and competitive pressures on our solutionsdcoccur in the future as major customers
evaluate and rationalize their analytics infraduite, particularly to the extent that cost becomésp priority in companies and lower-cost
alternatives are more seriously and frequently ickemed. However, such alternatives generally doenable companies to perform mission-
critical, complex business analytic workloads aryile a Unified Data Architecture to address missidtical analytics, discovery analytics,
and data management such as those enabled by Eésanféerings. As described above, we continue to
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believe that analytics will remain a high priorftyr companies and will drive growth for Teradati®ading solutions. Moreover, we will
continue to be committed to new product developraadtachieving a positive yield from our reseanctt development spending and
resources, which are intended to drive future dein@o that end, we expect research and developexpeinse to increase sequentially each
quarter during the remainder of 2014. Additionallyg expect product gross margin to be impactednhgréization of previously capitalized
software development cost, which is expected toesse approximately $14 million in 2014 over 2048h an anticipated additional increase
of approximately $5 million in 2015. Capitalizedtseare development costs reduce our gross reseatidevelopment expense, and incr
cost of product revenue when amortized.

As a portion of the Company’s operations and reeesacur outside the United States, and in curreratieer than the U.S. dollar, the
Company is exposed to fluctuations in foreign cuecgeexchange rates. Based on currency rates anthef October 2014, Teradata currency
translation is now expected to have a 1% adverpadton 2014 full year revenue growth and a 1¥#tcae2lverse impact on 2015 full year
revenue growth.

Results of Operations for the Three Months Ended S$gember 30, 2014
Compared to the Three Months Ended September 30, 28

% of % of

In millions 2014 Revenu¢ 2013 Revenue
Product revenue $294 44.1% $30€ 45.%
Service revenu 373 55.% 36C 54.1%
Total revenue 667 10C% 66€ 10C%
Gross margir

Product gross margi 17t 59.5% 18¢ 61.4%

Service gross marg RYE 46.%% _17C 47.2%
Total gross margi _35C 52.5%  35¢ 53.8%
Operating expens¢

Selling, general and administrative exper 181 27.1% 18z 27.5%

Research and development expet __ 46 6.9% 43 6.5%
Total operating expens 227 34.(% 22€ 33.9%
Operating incom $12¢ 18.4%  $13z 19.€%

Revenue

Teradata revenue increased $1 million in the thirdrter of 2014 compared to the third quarter df2@oreign currency fluctuations had a
1% adverse impact on the revenue increase. Proglenue decreased 4% in the third quarter of 2684m the prior-year period. Services
revenue increased 4% in the third quarter of 204# fthe prior-year period with an underlying 8%r&®se in maintenance services revenue,
as compared to the prior-year period.

Gross Margin

Gross margin for the third quarter of 2014 was %2cmmpared to 53.8% in the third quarter of 20X8dBct gross margin decreased to
59.5% in the third quarter of 2014, compared t@l%din the prior-year period. The decrease in prochargin was largely a result of
increased amortization of previously capitalizeffvgare development cost and unfavorable productdead mix. Service gross margin
decreased to 46.9% in the third quarter of 2014p@oed to a strong 47.2% rate in the psiear period. The decrease is driven by a const
services rate decline, partially offset by improvedenue mix from higher margin maintenance revembe consulting services margin
decline was driven by lower revenue growth resgltmlower productivity.
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Operating Expenses

Total operating expenses, including Selling, Gelrmmd Administrative (“SG&A”) and Research and Dieygnent (“R&D") expenses, was
$227 million in the third quarter of 2014 compated226 million in third quarter of 2013. SG&A deased $2 million, due to reduced
variable compensation and other non-customer faeipgnses. R&D expenses increased $3 million,enfted by both our recent technology
acquisitions and our internal roadmap.

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 requiredealiscretely recognized within the current integeriod. The Company’s intention is to
permanently reinvest its foreign earnings outsitne 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 under its current structure. The Comeatimates its full-year effective tax rate fGrl2 to be approximately 25.8%, which takes
into consideration, among other things, the foresghearnings mix by jurisdiction for 2014. The estie also assumes that the U.S. Federal
Research and Development Tax Credit (“US R&D Tagdiif), which expired on December 31, 2013, willre&roactively reinstated
sometime during 2014. If the credit is not reirstiadiuring 2014, we estimate our effective tax vatebe negatively impacted by
approximately 50 basis points. The forecasteddéxis based on the overseas profits being taxad averall effective tax rate of
approximately 12.5%, as compared to the federaltsiy tax rate of 35% in the United States.

The effective tax rate for the three months endsuat&nber 30, 2014 and September 30, 2013 was 2h@%5.8%, respectively. The
decrease in the effective tax rate was largelyetrivy a discrete tax benefit resulting from anrimiéRevenue Service audit settlement of the
2011 tax year, which occurred in the third quanfe2014, offset by the impact of the expiratiorttoé U.S. Federal Research and Develop
Tax Credit (“US R&D Tax Credit”) on December 31,130 As a result, tax benefit for the US R&D Tax ditavas not reflected in the
marginal effective tax rate for the three monthdezhSeptember 30, 2014, but is included in the makegffective tax rate for the three
months ended September 30, 2013.

Revenue and Gross Margin by Operating Segment

Teradata manages its business in two geographimnggvhich are also the Company’s operating se¢enémee Americas and International
regions. Teradata believes this format is usefihtestors because it allows analysis and complétyabf operating trends by operating
segment. It also includes the same informationithased by Teradata management to make deciggasding the segments and to assess
our financial performance. The discussion of ognsent results describes the changes in resultsrapared to the prior-year period.

The following table presents revenue and opergigriprmance by segment for the three months endpte®ber 30:

% of % of
In millions 2014 Revenue¢ 2013 Revenue
Segment revenue
Americas $40¢E 60.7% $40¢ 61.4%
Internationa 262 39.2% 257 38.6%
Total revenue $667 100% $66€ 10C%
Segment gross margin
Americas $231 57.(% $23z 57.(%
Internationa 11¢ 45.4% 12¢ 48.6%
Total gross margi $35C 52.5%  $35¢ 53.€%

Americas: Revenue decreased 1% in the third quarter of 2@ the third quarter of 2013, driven by a 3% daseein product revenue and
partially offset by an increase in maintenance meee The revenue decrease was primarily driven ftarargest customers in the Americas,
where we have experienced product revenue decliihesrevenue decrease was not materially impactea foreign currency fluctuations.
Gross margins were 57.0% for the third quarter@if£2and 2013.
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International: Revenue increased 2% in the third quarter of 2@dmh the third quarter of 2013, with an underlyirtg 8ecrease in product
revenue and a 7% increase in services revenueelkaue increase was not materially impacted frarmign currency fluctuations. Gross
margins decreased to 45.4% for the third quart@0d#, from 48.6% in the third quarter of 2013. Dverall gross margin decrease is
primarily driven by lower product margin due to anbrable deal mix.

Results of Operations for the Nine Months Ended Sépmber 30, 2014
Compared to the Nine Months Ended September 30, 281

% of % of

In millions 2014 Revenu¢ 2013 Revenue
Product revenue $ 867 44.(% $ 85¢ 44.€%
Service revenu 1,104 56.(% 1,06¢ 55.4%
Total revenus 1,971 10C% 1,92: 10C%
Gross margir

Product gross margi 551 63.€% 54¢€ 63.€%

Service gross marg 503 45.€% 49¢€ 46.€%
Total gross margil 1,05¢ 53.5% 1,04z 54.2%
Operating expenst

Selling, general and administrative exper 557 28.2% 547 28.4%

Research and development exper 152 7.7% 14C 7.2%
Total operating expens: 70¢ 36.(% 687 35.7%
Operating incomi $ 34t 17.5% $ 35E 18.5%

Revenue

Teradata revenue increased 2% during the nine mamttied September 30, 2014 compared to the ninthemended September 30, 2013.
The revenue increase includes 1% adverse impautdtorency fluctuations. Product revenue incred$édn the nine months ended
September 30, 2014 from the prior-year period. iBemevenue in the nine months ended Septemb&03@, increased 4% from the prior-
year period, with an underlying 8% increase in ri@&iance services revenue while consulting serveenue remained relatively flat,
compared to the prior-year period.

Gross Margin

Gross margin for the nine months ended Septemhe2@0! was 53.5% compared to 54.2% in the nine hsoeded September 30, 2013.
Product gross margin was flat at 63.6% in the nioeiths ended September 30 2014, compared to 68.83 prior-year period. Product
gross margin declined by $14 million as a resulhofeased amortization of previously capitalizethgare development cost, offset by
improved deal mix. Service gross margin decreasdd® 6% in the nine months ended September 30, @rivpared to 46.6% in the prior-
year period. The decrease is driven by a consusmgices rate decline, partially offset by imprdvevenue mix from higher marg
maintenance revenue. The consulting services mdegitine was driven by lower revenue growth resgltn lower productivity.

Operating Expenses

Total operating expenses, including SG&A and R&Penses, was $709 million in the nine months endgdeBnber 30, 2014 compared to
$687 million in the nine months ended Septembe28@3. SG&A increased by $10 million, and was prilgalriven by higher selling
expense, resulting from adding sales resourceseaidd headcount. R&D expenses increased $12millue to increased R&D spending
and expenses related to a voluntary early-retirémegram during the first quarter of 2014, ouremrgictechnology acquisitions and our
internal roadmap.
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Other Expense, net

The Company recognized $8 million of other expenséjn the nine months ended September 30, 2@pared to $1 million in the nine
months ended September 30, 2013. The other expettse nine months ended September 30, 2014 arovandy from a $9 million
impairment in the carrying value of an equity inwvesnt.

Provision for Income Taxes

The effective tax rate for the nine months endgquteSaber 30, 2014 and September 30, 2013 was 2G#l%%51%, respectively. The
effective tax rate for the nine months ended Sepé&zrB0, 2014 includes a discrete tax benefit risguftom an Internal Revenue Service a
settlement of the 2011 tax year, which occurretthéthird quarter of 2014; however, this benefisw#fset by the impact of the expiration of
the US R&D Tax Credit on December 31, 2013. Assaltethere is no tax benefit associated with ti®eR&D Tax Credit reflected in the
marginal effective tax rate for the nine monthsezh8eptember 30, 2014. The effective tax rateif@mnine months ended September 30, !
included the marginal effective tax rate benefittef US R&D Tax Credit for 2013, in addition to mestime discrete $4 million tax benefit
associated with the US R&D Tax Credit for 2012, ethivas retroactively reinstated with the enactnoétihe American Taxpayer Relief Act
of 2012 in January of 2013.

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

% of % of
In millions 2014 Revenue 2013 Revenue¢
Segment revenug
Americas $1,16° 59.(% $1,16¢ 60.8%
Internationa 80¢ 41.(% 754 39.2%
Total revenue $1,971 10C% $1,92:¢ 100%
Segment gross margir
Americas $ 671 57. % $ 66€ 57.1%
Internationa 382 47 .2% 374 49.6%
Total gross margi $1,05¢ 53.5% $1,04: 54.2%

Americas: Revenue decreased 1% in the nine months endedn8st80, 2014 from the prior-year period Septen30e2013, driven by a
4% decrease in product revenue. The revenue dedsepsamarily driven from the largest customershia Americas, where we have
experienced product revenue declines. Addition#tlg,revenue decrease includes 1% adverse impactféreign currency fluctuations.
Gross margins were 57.7% for the nine months eSagdember 30, 2014, up from 57.1% in the nine nweatided September 30, 2013,
driven primarily by higher maintenance margins angroved capacity on demand (“COD”) conversion.

COD is a common offering used by Teradata and dttiermation technology vendors that allow the ous¢r to purchase extra capacity in
the future, typically within 12-18 months. COD efegbcustomers to add capacity quickly. Product sostcognized upon delivery with no
corresponding revenue. When customers activat€ @@, we record and recognize the revenue assoaciatedhe added capacity and the
gross margin is recovered.

International: Revenue increased 7% in the nine months endedr8kete30, 2014 from the prior-year period, with aderlying 11%
increase in product revenue and a 5% increasevitss revenue. The revenue increase was not ralgampacted from foreign currency
fluctuations. Gross margins decreased to 47.4%hfonine months ended September 30, 2014, fron®&h@he prior-year period, largely
driven by lower product margin related to unfavdeateal mix.
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Financial Condition, Liquidity and Capital Resources

Cash provided by operating activities increase@136 million in the nine months ended Septembe£8@4 compared to the nine months
ended September 30, 2013. The increase in casidptblay operating activities was primarily due tpasitive change in working capital,
largely driven by decreased receivables and invEgoalong with a smaller decrease in current pl@gaand accrued expenses as compal
the prior-year period.

Teradata’s management uses a non-GAAP measurd tiée cash flow,” which is not a measure defimeder accounting principles
generally accepted in the United States of AmgtiGRAAP”). We define free cash flow as net cash pded by operating activities, less
capital expenditures for property and equipmend, additions to capitalized software, as one measiassessing the financial performance
of the Company, and this may differ from the defiom used by other companies. The components thaised to calculate free cash flow are
GAAP measures taken directly from the Condenseds@atated Statements of Cash Flows (Unaudited)b@lieve that free cash flow
information is useful for investors because ittedahe operating cash flow of the Company to #tal that is spent to continue and impr
business operations. In particular, free cash flalicates the amount of cash available after cepipenditures, for among other things,
investments in the Company’s existing businessestegic acquisitions and repurchase of Teradatamon stock. Free cash flow does not
represent the residual cash flow available forrdisanary expenditures since there may be otherdiseretionary expenditures that are not
deducted from the measure. This non-GAAP measureldmot be considered a substitute for, or supéosiocash flows from operating
activities under GAAP.

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

Nine Months Ended
September 30

In millions 2014 2013
Net cash provided by operating activit $ 582 $ 447
Less:
Expenditures for property and equipm (37 (44)
Additions to capitalized softwal (57 (56)
Free cash flov $ 48¢ $ 347

Financing activities and certain other investintjvities are not included in our calculation ofdreash flow. These other investing activities
primarily consisted of immaterial business acqigriind investment activities that were closedmtuthe period.

Teradata’s financing activities for the nine monghsled September 30, 2014 and 2013 primarily ceeses cash outflows for share
repurchases. The Company purchased 6.9 millioreshafrits common stock at an average price peeshfe42.30 in the nine months ended
September 30, 2014 and 3.3 million shares at arageeprice per share of $56.02 in the nine montkhle@ September 30, 2013. Share
repurchases were made under two share repurchag@ms authorized by our Board of Directors. That firogram (the “dilution offset
program”), which as of September 30, 2014 had $Bomiof authorization remaining, allows the Compada repurchase Teradata common
stock to the extent of cash received from the égeraf stock options and the Teradata EmployeekSRoecchase Plan ("ESPP”) to offset
dilution from shares issued pursuant to these plansMay 5, 2014, the Company’s Board of Direceuthorized an additional $300 million
to be utilized to repurchase Teradata Corporat@mmon stock under the Company’s second share fegsg@rogram (the “general share
repurchase program”). As of September 30, 2014Ctrapany had $353 million of authorization remagnia repurchase outstanding shares
of Teradata common stock. Share repurchases maithe Iompany are reported on a trade date basissHave repurchase activity depends
on factors such as our working capital needs, aghcequirements for capital investments, our spoide, and economic and market
conditions.

Proceeds from the ESPP and the exercise of stdangpvere $20 million and $23 million in the nim®nths ended September 30, 2014 and
2013, respectively. These proceeds are includ€xther financing activities, net in the Condensedstidated Statements of Cash Flows
(Unaudited). Additionally, during the nine montheled September 30, 2014 the
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Company repaid $19 million against the principdhhee of its outstanding term loan, which is diseasfurther below.

Our total in cash and cash equivalents held outbigléJnited States in various foreign subsidiawas $743 million as of September 30, 2014
and $615 million as of December 31, 2013. The raimgibalance held in the United States was $10komias of September 30, 2014 and
$80 million as of December 31, 2013. Under curtartiaws and regulations, if cash and cash equitsiend short-term investments held
outside the United States are distributed to thieedrStates in the form of dividends or otherwise,would be subject to additional U.S.
income taxes (subject to an adjustment for for¢gggncredits) and possible foreign withholding taxks of September 30, 2014, we have not
provided for the U.S. federal tax liability on apgpimately $1.1 billion of foreign earnings that aensidered permanently reinvested outside
of the United States.

Management believes current cash, Company casls flmm operations and its $300 million Credit Fagivill be sufficient to satisfy future
working capital, research and development actwjitbapital expenditures, pension contributions, @hdr financing requirements for at least
the next twelve months. The Company principallydsdts cash and cash equivalents in bank depagitbighly-rated money market funds.

The Company'’s ability to generate positive castvfidrom operations is dependent on general econoomditions, competitive pressures,
and other business and risk factors describedeilCimpany’s 2013 Annual Report on Form 10-K (th@l'2 Annual Report”), and elsewhere
in this Quarterly Report. If the Company is unallgenerate 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 finaneiltgynatives.

Long-term debt. Our five-year revolving credit agreement (the “Gtéthcility”), has a borrowing capacity of up toGEBmillion. The Credit
Facility ends on June 15, 2017, at which point @mgaining outstanding borrowings would be due émalyment unless extended by
agreement of the parties for up to two additiomad-gear periods. The interest rate charged on Wargs pursuant to the Credit Facility can
vary depending on the interest rate option the Gomhooses to utilize and the Compangverage ratio at the time of the borrowing.He
near term, Teradata would anticipate choosingatifig rate based on the London Interbank Offerete RaIBOR”). The Credit Facility is
unsecured and contains certain representationwamndnties, conditions, affirmative, negative amaifcial covenants, and events of default
customary for such facilities. As of SeptemberZM 4, the Company had no outstanding borrowingherCredit Facility, and was in
compliance with all covenants.

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 plesdi case a margin based on the leverage ratie @ompany. As of September 30, 2014,
the term loan principal outstanding was $255 milliand carried an interest rate of 1.1875%. The ji2omw was in compliance with all
covenants as of September 30, 2014.

Contractual and Other Commercial Commitments.There has been no significant change in our cottaaand other commercial
commitments as described in the 2013 Annual Refant.guarantees and product warranties are distus$¢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 judgrteat affect the reported amounts of assetdlitiab, revenues, expenses and the rel
disclosure of contingent liabilities. These assuond, estimates and judgments are based on histesiperience and assumptions that are
believed to be reasonable at the time. Howeverumsfuture events and their effects cannot berdieted with certainty, the determination
of estimates requires the exercise of judgment.d@itical accounting policies are those that regja@issumptions to be made about matters
are highly uncertain. Different estimates couldédhavmaterial impact on our financial results. Juegis and uncertainties affecting the
application of these policies and estimates mayitr@s materially
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different amounts being reported under differemtditions or circumstances. Our management peritidicaviews these estimates and
assumptions to ensure that our financial statenaetpresented fairly and are materially correct.

In many cases, the accounting treatment of a pdaticransaction is specifically dictated by GAARJaloes not require significant
management judgment in its application. There @ @eas in which management’s judgment in selg@mong available alternatives
would not produce a materially different resulteTdignificant accounting policies and estimateswebelieve are the most critical to aid in
fully understanding and evaluating our reportedrficial results are discussed in the 2013 AnnuabReperadata’s senior management has
reviewed these critical accounting policies andtesl disclosures and determined that there wesggndicant changes in our critical
accounting policies in the nine months ended Seip¢erd0, 2014. Also, there were no significant clesnig our estimates associated with
those policies.

New Accounting Pronouncements

See discussion in Note 2 of Notes to Condenseddlidated Financial Statements (Unaudited) for neesoanting pronouncements.

ltem 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 2013 Annual
Report on Form 10-K.

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

Teradata maintains a system of disclosure cordidsprocedures (as defined in Rules 13a-15(e) 8dd 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 designirheasaluating 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 @smember 30, 2014.

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,
2014 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 includede material under Note 7 of Notes to Condensmts@lidated Financial Statements
(Unaudited) of this Quarterly Report on Form 10+8@ & incorporated herein by reference.
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Iltem 1A. Risk Factors.

There have not been any material changes to tkéadsors previously disclosed in Part I, Item IAtile Company’s 2013 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 2014, the Company exedyurchases of 2.4 million shares of its comntonksat an average price per share of
$43.05 under the two share repurchase programsvératauthorized by our Board of Directors. Thstfprogram (the “dilution offset
program”), allows the Company to repurchase Teedammon stock to the extent of cash received ftmrexercise of stock options and the
Teradata Employee Stock Purchase Plan (“ESPP'ffdetdlilution from shares issued pursuant to th@aes. On May 5, 2014, the
Company'’s Board of Directors authorized an add#l&@800 million to be utilized to repurchase Tetadaorporation common stock under
the Company'’s second share repurchase prograrfg@heral share repurchase program”). As of Septe@®e2014, the Company had $353
million of authorization remaining to repurchasesbanding shares of Teradata common stock. Shpteateases made by the Company are
reported on a trade date basis.

Section 16 officers occasionally sell vested shafesstricted stock to the Company at the curneaitket price to cover their withholding
taxes. For the nine months ended September 30, #d fbtal of these purchases was 9,329 shamsaterage price of $43.30 per share.

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

Total Total Maximum Maximum
Number Number Dollar Dollar
of Shares of Shares Value Value
Purchased Purchased that May that May
as Part of as Part of Yet Be Yet Be
Average Publicly Publicly Purchased Purchased
Total Price Announcec Announced Under the Under the
Number Paid Dilution General Share Dilution General Share
of Shares per Offset Repurchase Offset Repurchase
Month Purchased Share Program Program Program Program
First Quarter Total 2,031,590 $42.4: 210,19¢ 1,821,400 $3,464,09. $246,246,21
Second Quarter Total 2,507,69  $41.5( 231,71¢ 227597 $ 46,137 $451,554,12
July 2014 655,177 $41.0( — 655,177 $1,563,56. $424,694,07
August 2014 541,03. $43.9¢ — 541,03. $3,680,11. $400,908,45
September 201 1,179,74: $43.7 78,00( 1,101,74; $3,288,04: $352,723,02
Third Quarter Total 2,375,95  $43.0¢ 78,00( 2,297,951 $3,288,04. $352,723,02

Item 3. Defaults Upon Senior Securities.
None

Item 4. Mine Safety Disclosures.
None
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Iltem 5. Other Information.

None
Item 6. Exhibits.

Reference Numbet
per Item 601 of

Regulation S-K
2.1

3.1

3.2

4.1

31.1
31.2
32

101

Description

Form of Separation and Distribution Agreement betw&eradata Corporation and NCR Corporation
(incorporated by reference to Exhibit 10.1 to ther€nt Report on Form 8-K dated September 11, Z8&C
file number 00-33458)).

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 (SEC file number-33458)).

Amended and Restated By-Laws of Teradata Corparadi® amended and restated on April 29, 2014
(incorporated by reference to Exhibit 3.2 to ther€nt Report on Form-K dated May 5, 2014

Common Stock Certificate of Teradata Corporatioediporated by reference to Exhibit 4.1 to the argr
Report on Form 1-Q dated November 13, 2007 (SEC file number-33458)).

Certification pursuant to Rule 1-14(a), dated November 7, 20:
Certification pursuant to Rule 1-14(a), dated November 7, 20:

Certification pursuant to 18 U.S.C. Section 135@dapted pursuant to Section 906 of the Sarbanésy@xt
of 2002, dated November 7, 20:

Interactive data files pursuant to Rule 405 of Ratipn S-T: (i) the Condensed Consolidated Statesnein
Income for the three and nine month periods endgdegnber 30, 2014 and 2013, (ii) the Condensed
Consolidated Statements of Comprehensive Incomtéothree and nine month periods ended Septen@her 3
2014 and 2013, (iii) the Condensed ConsolidatediBad Sheets at September 30, 2014 and December 31,
2013, (iv) the Condensed Consolidated Statemenash Flows for the nine month periods ended Sdmem
30, 2014 and 2013 and (v) the notes to the CondeBsasolidated Financial Statemel
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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 7, 2014 By: /s/ Stephen M. Scheppma
Stephen M. Scheppmann
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 FormQ0f Teradata Corporation;

2. Based on my knowledge, this report does notador@ny untrue statement of a material fact or dmn#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this 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, amgtfe@ 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 procedoites 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 attie 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 anidave 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 signifiole in the registrargtinterna
control over financial reporting.

Date: November 7, 2014 /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 FormQ0f Teradata Corporation;

2. Based on my knowledge, this report does notador@ny untrue statement of a material fact or dn#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this 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, amgtfe@ 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 procedoites 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 attie 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 anidave 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 signifiole in the registrargtinterna
control over financial reporting.

Date: November 7, 2014 /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 “Compangih Form 10Q for the period ende
September 30, 2014 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&@ndey 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 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’ inigegion as such officers reasonably deem
appropriate; and (i) is being furnished solelyguant to 18 U.S.C. § 1350 (section 906 of the Sm®H&®xley Act of 2002) and is not being
filed as part of the Report or as a separate disckbodocument.

Dated: November 7, 2014 /s/ Michael F. Koehler

Michael F. Koehle
President and Chief Executive Offic

Dated: November 7, 2014 /sl Stephen M. Scheppmann
Stephen M. Scheppmann
Executive Vice President and Chief Financial Offi

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



