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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

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

ACT OF 1934
For the quarterly period ended September 30, 2008

OR

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 charter)
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Delaware 75-3236470
(State or other jurisdiction of (LR.S. Employer
incorporation or organization) Identification No.)
2835 Miami Village Dr.
Miamisburg, Ohio 45342

(Address of principal executive offices) (Zip Code)

Registrant s telephone number, including area code: (937) 242-4800

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15 (d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days. Yes x No ~

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See the definitions of large accelerated filer, accelerated filer and smaller reporting company in Rule 12b-2 of the Exchange Act.

Large accelerated filer ~ Accelerated filer

Non-accelerated filer — x Smaller reporting company
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes ©~ No x

At October 31, 2008, the registrant has approximately 176.0 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 (Unaudited)

In millions, except per share amounts
Revenue

Product revenue

Service revenue

Total revenue

Operating expenses

Cost of products

Cost of services

Selling, general and administrative expenses
Research and development expenses

Total operating expenses

Income from operations
Interest and other (expense) income, net

Income before income taxes

Income tax expense
Net income

Net income per common share
Basic
Diluted

Weighted average common shares outstanding

Basic
Diluted

Three Months Ended
September 30,
2008 2007

$ 213 $ 232

226 207
439 439
76 90
126 120
123 128
28 35
353 373
86 66
ey
85 66
25 37

$ 60 $ 29

$ 0.34 $ 0.16
$ 033 $ 0.16

177.5 180.7
179.4 180.7

Nine Months Ended
September 30,
2008 2007%*
$ 599 $ 644

670 592
1,269 1,236
211 235
378 346
371 339
78 92
1,038 1,012
231 224

4
235 224
64 103
$ 171 $ 121
$ 095 $ 0.67
$ 094 $ 0.67
179.1 180.7
181.0 180.7

* The results for the nine months ended September 30, 2007 have been revised as described under Revision of Prior Period Financial

Statements in Note 1.

See Notes to Condensed Consolidated Financial Statements (Unaudited).
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Teradata Corporation

Condensed Consolidated Balance Sheets (Unaudited)

In millions, except per share amounts
Assets

Current Assets

Cash and cash equivalents
Short-term investments

Accounts receivable, net
Inventories, net

Other current assets

Total current assets
Property and equipment, net
Capitalized software, net
Goodwill

Deferred income taxes
Other assets

Total assets

Liabilities and stockholders equity
Current liabilities

Accounts payable

Payroll and benefits liabilities
Deferred revenue

Other current liabilities

Total current liabilities
Pension and other postemployment plan liabilities
Other liabilities

Total liabilities

Commitments and contingencies (Note 9)

Stockholders equity

Preferred stock: par value $0.01 per share, 100.0 shares authorized, no shares issued and outstanding
at September 30, 2008 and December 31, 2007

Common stock: par value $0.01 per share, 500.0 shares authorized, 180.0 and 181.0 shares issued at
September 30, 2008 and December 31, 2007, respectively

Paid-in capital

Treasury stock: 4.0 and no shares at September 30, 2008 and December 31, 2007, respectively
Retained earnings

Accumulated other comprehensive income (loss)

Total stockholders equity
Total liabilities and stockholders equity

See Notes to Condensed Consolidated Financial Statements (Unaudited).
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September 30,
2008

$ 328
50

380

42

58

858
89
79

106

129
35

$ 1,296

80
237
99

493
83

582

557
99)
250

714

$ 1,296

December 31,
2007

$ 270

507
51
45

873
94
61
90

140
36

$ 1,294

$ 120
91
246
115

572
88

663

555

79
(&)

631

$ 1,294
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Teradata Corporation

Condensed Consolidated Statements of Cash Flows (Unaudited)

Nine Months Ended
September 30,

In millions 2008 2007%*
Operating activities
Net income $ 171 $ 121
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization 47 51
Stock-based compensation expense 15 11
Excess tax benefit from stock-based compensation (D
Deferred income taxes 29 71
Impairment of equity investment 3
Changes in assets and liabilities:
Receivables 141 (11)
Inventories 9
Current payables and accrued expenses (60) 13
Deferred revenue 3) 41
Other assets and liabilities (29) ®)
Net cash provided by operating activities 322 289
Investing activities
Purchases of short-term investments (50)
Expenditures for property and equipment (13) 27
Additions to capitalized software 45) 37
Purchased software license 2) 5
Other investing activities and business acquisition, net (22) “4)
Net cash used in investing activities (132) (73)
Financing activities
Repurchases of common stock (137)
Excess tax benefit from stock-based compensation 1
Cash contributions from former parent 196
Transfer to former parent, net (216)
Other financing activities, net 6
Net cash used in financing activities (130) (20)
Effect of exchange rate changes on cash and cash equivalents (2)
Increase in cash and cash equivalents 58 196
Cash and cash equivalents at beginning of period 270
Cash and cash equivalents at end of period $ 328 $ 196

* The results for the nine months ended September 30, 2007 have been revised as described under Revision of Prior Period Financial
Statements in Note 1.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
1. BASIS OF PRESENTATION

These statements have been prepared pursuant to the rules and regulations of the U.S. Securities and Exchange Commission ( SEC ) and, in
accordance with those rules and regulations, do not include all information and footnote disclosures normally included in annual financial
statements prepared in accordance with accounting principles generally accepted in the United States of America ( GAAP ). In the opinion of
management, the condensed consolidated financial statements reflect all adjustments, consisting only of normal recurring adjustments, and the
revision discussed below, necessary to fairly state the results of operations, financial position and cash flows of Teradata Corporation ( Teradata
or the Company ) for the interim periods presented herein. The year-end 2007 condensed consolidated balance sheet data was derived from
audited financial statements, but does not include all disclosures required by GAAP. The preparation of condensed consolidated financial
statements in conformity with GAAP requires management to make use of estimates and assumptions that affect the reported amounts and
disclosures. Actual results may vary from these estimates.

These condensed consolidated interim financial statements should be read in conjunction with the combined and consolidated financial
statements and notes thereto included in Teradata s most recent Annual Report on Form 10-K for the fiscal year ended December 31, 2007 (the

2007 Annual Report ). The results of operations for any interim period are not necessarily indicative of the results of operations to be expected
for the full year.

On August 27, 2007, the Board of Directors of NCR Corporation ( NCR ), the Company s former parent, approved the separation of NCR into two

independent, publicly-traded companies through the distribution of 100% of its Teradata data warehousing business to shareholders of NCR (the
Separation ). The Condensed Consolidated Financial Statements (Unaudited) reflect the consolidated operations of Teradata and its subsidiaries

as a separate, stand-alone entity subsequent to the spin off from NCR on September 30, 2007, in addition to the historical operations of the

Teradata data warehousing business which were operated as part of NCR prior to the Separation.

Management believes the assumptions underlying the Condensed Consolidated Financial Statements (Unaudited) for these periods are
reasonable. However, the Condensed Consolidated Financial Statements (Unaudited) included herein for periods prior to September 30, 2007,
do not necessarily reflect what the Teradata data warehousing business results of operations, financial position and cash flows would have been
had the Teradata data warehousing business been a stand-alone company during those periods.

Prior to the second quarter of 2008, stock repurchased through the share repurchase programs was retired. Beginning in the second quarter of
2008, stock repurchased through the share repurchase programs is held as treasury stock. Teradata accounts for treasury stock using the cost
method, recording the repurchases as a reduction to stockholders equity on the consolidated balance sheet.

Revision of Prior Period Financial Statements

As discussed in the Company s 2007 Annual Report, during the fourth quarter of 2007 the Company identified an error related to a sales
transaction that was originally recognized in the fourth quarter of 2006. Upon subsequent review, management determined that the transaction,
which was made through a reseller, did not meet the conditions for revenue recognition until the first quarter of 2007 when the products were
delivered and accepted by the end-user customer. The impact of this error was an overstatement of revenue and net income in the three- and
twelve-month periods ended December 31, 2006, and an understatement of revenue and net income in the three-month period ended March 31,
2007. The Company assessed the materiality of this error on the three- and twelve-month periods ended December 31, 2006, in accordance with

the SEC s Staff Accounting Bulletin No. 99 ( SAB 99 ) and concluded that the error was not material to either period. However, the Company did
conclude that the error was material to the three-month period ended March 31, 2007, as it understated results for that period. Therefore, in
accordance with the SEC s Staff Accounting Bulletin No. 108 ( SAB 108 ), the 2006 financial statements were revised in the 2007 Annual Report
to correct for the immaterial error and to allow for the correct recording of this transaction in the 2007 consolidated financial statements. The
correction has been reflected in these interim consolidated financial statements for the nine month period ended September 30, 2007 and resulted

in a $13 million increase in product revenue, a $3 million increase in cost of products and a $4 million increase to income tax expense, resulting

in a $6 million increase in net income ($0.04 per basic and diluted share).
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Reclassifications. Certain prior-year amounts have been reclassified to conform to the 2008 presentation.
2. NEW ACCOUNTING PRONOUNCEMENTS

Statement of Financial Accounting Standards No. 157. In September 2006, the Financial Accounting Standards Board ( FASB ) issued
Statement of Financial Accounting Standard ( SFAS ) No. 157 ( SFAS 157 ), Fair Value Measurements. This statement defines fair value,
establishes a framework for measuring fair value in GAAP and expands disclosures about fair value measurements. SFAS 157 is effective for
financial assets and financial liabilities measured at fair value on a recurring basis for fiscal years beginning after November 15, 2007. FASB
Staff Position No. FAS 157-2 ( FSP 157-2 ), Effective Date of FASB Statement No. 157, deferred the effective date of SFAS 157 for all
non-financial assets and non-financial liabilities to fiscal years beginning after November 15, 2008. FASB Staff Position No. FAS 157-3 ( FSP
157-3 ), Determining the Fair Value of a Financial Asset When the Market for That Asset is Not Active, which was made effective on issuance on
October 10, 2008, clarified the application of SFAS 157 in determining the fair value of financial assets in inactive markets. Refer to Note 10,
for additional information related to the adoption of SFAS 157. The adoption of SFAS 157 did not have a material effect on the Condensed
Consolidated Financial Statements for fair value measurements made during the first three quarters of 2008. The Company does not expect the
adoption of this Statement for non-financial assets and liabilities to have a material impact on its consolidated financial statements in subsequent
reporting periods.

Statement of Financial Accounting Standards No. 159. In February 2007, the FASB issued SFAS No. 159 ( SFAS 159 ), The Fair Value
Option for Financial Assets and Financial Liabilities Including an Amendment of FASB Statement No. 115. This Statement permits entities to
choose to measure many financial instruments and certain other items at fair value. The fair value option may generally be elected on an
instrument-by-instrument basis, subject to a few exceptions. SFAS 159 also establishes presentation and disclosure requirements to facilitate
comparisons between companies that choose different measurement attributes for similar assets and liabilities. The implementation of this
standard did not have a material impact on the Company s consolidated financial position and results of operations as the Company did not elect
to record any additional assets or liabilities under the fair value option.

Statement of Financial Accounting Standards No. 141 (revised 2007). In December 2007, the FASB issued SFAS No. 141 (revised 2007)

( SFAS 141R ), Business Combinations. This Statement changes the accounting for acquisition transaction costs by requiring them to be expensed
in the period incurred, and also changes the accounting for contingent consideration, acquired contingencies and restructuring costs related to an
acquisition. SFAS 141R is effective for fiscal years beginning on or after December 15, 2008. The Company does not expect that the adoption

will have a material impact on its financial condition and results of operations, although its effects on future periods will depend on the nature

and significance of business combinations subject to this statement.

Statement of Financial Accounting Standards No. 160. In December 2007, the FASB issued SFAS No. 160 ( SFAS 160 ), Noncontrolling
Interests in Consolidated Financial Statements an amendment of ARB No. 51. This Statement will change the accounting and reporting for
minority interests, which will be recharacterized as noncontrolling interests and classified as a component of equity. SFAS 160 is effective for
fiscal years beginning on or after December 15, 2008. The Company does not expect that this statement will have a material effect on its
financial condition and results of operations.

Statement of Financial Accounting Standards No. 161. In March 2008, the FASB issued SFAS No. 161 ( SFAS 161 ), Disclosures About
Derivative Instruments and Hedging Activities, an Amendment of FASB Statement No. 133. This Statement is intended to improve financial
reporting about derivative instruments and hedging activities by requiring enhanced disclosures to enable investors to better understand their
effects on an entity s financial position, financial performance and cash flows. SFAS 161 is effective for fiscal years and interim periods
beginning after November 15, 2008. The Company does not believe that adopting SFAS 161 will have a material impact on the presentation of
its annual and interim period disclosures.
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3. SUPPLEMENTAL FINANCIAL INFORMATION

Three Months Ended Nine Months Ended
September 30, September 30,
In millions 2008 2007 2008 2007
As Revised
Comprehensive Income
Net income $ 60 $ 29 $171 $ 121
Other comprehensive income, net of tax:
Amortization of costs associated with pension and postemployment benefits 11 12
Currency translation adjustments 3) 3 3) 5
Total comprehensive income $ 68 $ 32 $ 180 $ 126
As of
September 30, December 31,
In millions 2008 2007
Inventories
Finished goods, net $ 20 $ 29
Service parts, net 22 22
Total inventories, net $ 42 $ 51
4. GOODWILL
Balance Balance
December 31, September 30,

In millions 2007 Additions Other 2008
Goodwill
Americas $ 56 $ 15 $ $ 71
EMEA 10 10
APJ 24 1 25
Total goodwill $ 90 $ 15 $ 1 $ 106

The change in goodwill from December 31, 2007 to September 30, 2008 was primarily due to an immaterial acquisition consummated during
the three months ended March 31, 2008, as well as changes in foreign currency exchange rates, which are shown in the Other column.

5. TRANSACTIONS WITH NCR

Teradata s costs and expenses for periods prior to the Separation include allocations from NCR for, among other things, centralized treasury, tax,
accounting, legal, internal audit, human resources, severance, pension, public and investor relations, general management, real estate, shared
information technology systems, procurement and other statutory functions such as board of directors and centrally managed benefit
arrangements. These allocations were determined on a basis that NCR and Teradata consider to be a reasonable reflection of the utilization of
services provided to or the benefits received by Teradata. The allocations were based on methods that included such drivers as revenue,
headcount, square footage, transaction processing costs and others considered as a reasonable method in relation to the costs being allocated.

Table of Contents 11



Edgar Filing: TERADATA CORP /DE/ - Form 10-Q

Table of Conten

Allocated costs included in the statements of income (prior to the Separation) were as follows:

Three Months Ended Nine Months Ended
September 30, September 30,
In millions 2007 2007
Cost of products and services $ $ 27
Selling, general and administrative expenses 31 63
Research and development expenses 2 6
Total allocated operating expenses $ 42 $ 96

NCR and the Company entered into an Interim Services and Systems Replication Agreement, which provides for the provision of certain
transitional services by the Company and its subsidiaries to NCR and its subsidiaries, and vice versa. The services include the provision of
administrative and other services identified by the parties. The Interim Services and Systems Replication Agreement, effective October 1, 2007,
provides for a term of up to 18 months for such services, which may be extended for an additional six months by mutual agreement of the
parties. The pricing is based on actual costs incurred by the party rendering the services plus a fixed percentage.

NCR and the Company have also entered into certain other agreements, including the Separation and Distribution Agreement, the Tax Sharing
Agreement, the Employee Benefits Agreement and several commercial agreements. The commercial agreements include a network support
agreement, service and distributor arrangements, intellectual property agreements, and various real estate arrangements.

6. INCOME TAXES

Income tax provisions for interim periods are based on estimated annual income tax rates, adjusted to reflect the effects of any significant
infrequent or unusual items which are required to be discretely recognized within the current interim period. The Company s intention is to
permanently reinvest its foreign earnings outside of the United States. As a result, the effective tax rates in the periods presented are largely
based upon the forecasted pre-tax earnings mix and allocation of certain expenses in various taxing jurisdictions where the Company conducts
its business that apply a broad range of statutory income tax rates.

The effective tax rate for the three months ended September 30, 2008 was 29.4% compared to 56.1% for the three months ended September 30,
2007. The tax rate for the three months ended September 30, 2008 included a $3 million charge to reflect a change in estimate identified in
conjunction with filing the Company s 2007 U.S. federal tax return. The tax rate for the three months ended September 30, 2007 included a $10
million charge relating to a tax rate change in Germany. The effective tax rate for the nine months ended September 30, 2008 was 27.2% as
compared to 46.0% for the nine months ended September 30, 2007. For the three and nine months ended September 30, 2007, while the
Company was still part of NCR, Teradata s provision for income taxes reflected only a portion of the tax benefits related to certain foreign
operations tax net operating losses due to the uncertainty of the ultimate realization of future benefits from those losses under NCR s structure.
The provision for income taxes for the three and nine months ended September 30, 2008 is based on the forecasted annual pre-tax earnings mix
by jurisdiction of Teradata and its subsidiaries under the Company s current structure.

In addition to the discrete item described above, the effective tax rate for the nine months ended September 30, 2007 included a $7 million net
adjustment, to increase tax expense to correct prior period errors in the calculation of the income tax provision related to intercompany profit
elimination. As the impact of this error was not material to any prior periods or to the full-year 2007 financial statements, it was recorded in the
second quarter of 2007.

The Company adopted FASB Interpretation No. 48 ( FIN 48 ), Accounting for Uncertainty in Income Taxes an interpretation of FASB Statement
No. 109, on January 1, 2007. FIN 48 clarifies the accounting for uncertainty in income taxes by prescribing thresholds and attributes for the
financial statement recognition and measurement of a tax position taken or expected to be taken in a tax return. The interpretation also provides
guidance on derecognition, classification, interest and penalties, accounting in interim periods, and disclosure. Under FIN 48, the Company may
recognize the tax benefit from an uncertain tax position only if it is more
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likely than not that the tax position will be sustained on examination by the taxing authorities, based on the technical merits of the position. The
tax benefits recognized in the financial statements from such a position should be measured based on the largest benefit that has a greater than
fifty percent likelihood of being realized upon settlement. The adoption of FIN 48 did not have a material impact on our results of operations or
net assets. In accordance with the Tax Sharing Agreement between NCR and Teradata, NCR is responsible for the payment of all income taxes
reported on any separate or joint return of NCR, which may also include the results of operations of Teradata for periods prior to the Separation.
As of September 30, 2008, the Company has no material unrecognized tax benefits.

7. EMPLOYEE STOCK COMPENSATION PLANS

The Company recorded share-based compensation expense for the periods ending September 30 as follows:

Three Months Ended Nine Months Ended

September 30, September 30,
In millions 2008 2007 2008 2007
Stock options $ 1 $ 1 $ 5 $ 4
Restricted stock 4 4 10 7
Total share-based compensation (pre-tax) 5 5 15 11
Tax benefit (D 2 (5) )
Total share-based compensation, net of tax $ 4 $ 3 $ 10 $ 7

Prior to the Separation, all stock options granted to NCR employees engaged in Teradata s business were granted under the NCR Stock Incentive
Plan ( NCR SIP ). In connection with the Separation on September 30, 2007, NCR share-based awards held by Teradata employees were
converted to equivalent share-based awards of Teradata Corporation based on the ratio of the Company s fair market value to NCR and Teradata s
combined fair market value at the time of the adjustment. The conversion was accounted for as a modification under the provisions of Statement
of Financial Accounting Standards No. 123 (revised 2004) ( SFAS 123R ), Share-Based Payment, and resulted in no increase in the fair value of
the awards. The Teradata Corporation 2007 Stock Incentive Plan (the Teradata SIP ) was adopted by Teradata s Board of Directors on
September 6, 2007, after having been approved by NCR International, Inc., as sole stockholder of Teradata, on August 14, 2007. Stock options
granted under the Teradata SIP contain similar terms and conditions as those granted under the NCR SIP, including terms no longer than 10

years, and exercise prices not less than the fair market value of Teradata common stock on the date of grant. Grants generally have a four-year
vesting period. A total of 20 million shares were authorized to be issued under the Teradata SIP. New shares of the Company s common stock are
issued as a result of stock option exercises.

Stock-based compensation expense is measured at fair value and recognized over the service period over which the awards are expected to vest.
The Black-Scholes option-pricing model is used to calculate the fair value of stock options. The weighted average fair value of stock option
grants was estimated based on the weighted average assumptions below. The weighted average fair value of grants made for the three and nine
months ended September 30, 2008 were $9.13 and $8.69, respectively. The weighted average fair value of grants made for the three and nine
months ended September 30, 2007 were $18.30 and $17.02, respectively (these were awards made prior to the Separation and consisted of
options to purchase NCR stock).

Three Months Ended Nine Months Ended
September 30, September 30,
2008 2007 2008 2007

Teradata Grants NCR Grants Teradata Grants NCR Grants
Dividend yield
Risk-free interest rate 3.48% 4.66% 3.22% 4.52%
Expected volatility 32.4% 29.7% 33.5% 32.5%
Expected holding period (years) 6.3 5.0 6.3 5.0

10
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Prior to the Separation, expected volatility incorporated a blend of both historical volatility of NCR s stock over a period equal to the expected
term of the options and implied volatility from traded options on NCR s stock, as NCR management believed this was more representative of
prospective trends. NCR used historical data to estimate option exercise and employee termination within the valuation model. Subsequent to the
Separation, the expected volatility assumption is determined based on peer group volatility, and the expected life assumption is based on the
simplified method in accordance with the SEC s Staff Accounting Bulletin No. 107 ( SAB 107 ). The SEC s Staff Accounting Bulletin No. 110
( SAB 110 ) continues to allow companies, under certain circumstances, to use the simplified method beyond December 31, 2007. The Company
continues to use the simplified method because it does not have sufficient historical exercise data to provide a reasonable basis upon which to
estimate expected term. The simplified method is based on the vesting period and contractual term for each vesting tranche of awards. The
mid-point between the vesting date and the expiration date is used as the expected term under this method. The risk-free interest rate for periods
within the contractual life of the option is based on the five-year U.S. Treasury yield curve in effect at the time of grant.

As of September 30, 2008, the Company has $13 million and $15 million of total unrecognized compensation expense, net of estimated
forfeitures, related to unvested stock options and unvested restricted stock, respectively. These awards will be recognized over the weighted
average period of 1.3 years for stock options and 1.2 years for restricted stock.

8. EMPLOYEE BENEFIT PLANS

Prior to the Separation, NCR employees engaged in Teradata s business were eligible to participate in pension and postemployment benefit plans
sponsored by NCR in many of the countries where Teradata does business. As Teradata participated in NCR s plans, it accounted for its pension
and postemployment benefit costs under the multiemployer plan approach, and has recognized the pension and postemployment costs allocated
to it by NCR as expense, with a corresponding contribution in parent company investment. Pension and postemployment benefit costs were
allocated to Teradata based on the projected benefit obligation associated with Teradata-specific employees and other NCR employees who
provided support services to Teradata. In conjunction with the Separation, certain of NCR s pension and postemployment benefit obligations and
plan assets relating to the Teradata business were assumed by/transferred to the Company.

Components of net periodic benefit cost of the Company s pension plans for the three and nine months ended September 30 are as follows:

Three Months Ended Nine Months Ended

September 30, September 30,
In millions 2008 2007 2008 2007
Net service cost $ $ $ 4 $
Interest cost 1 3
Expected return on plan assets 2)
Pre-Separation allocation from NCR 2 6
Total costs $ 1 3 2 $ 5 $ 6

11
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Components of net periodic benefit cost of the Company s postemployment plans for the three and nine months ended September 30 are as
follows:

Three Months Ended Nine Months Ended

September 30, September 30,
In millions 2008 2007 2008 2007
Net service cost $ 1 $ $ 4 $
Interest cost 1 2
Amortization of actuarial loss 1 2
Pre-Separation allocation from NCR 4 12
Total costs $ 3 $ 4 $ 8 $ 12

Employer Contributions

Pension. For the three and nine months ended September 30, 2008, Teradata contributed approximately $2 million and $7 million to its pension
plans, respectively. Teradata anticipates contributing an additional $1 million to its pension plans in 2008 for a total of $8 million.

Postemployment. For the three months ended September 30, 2008, Teradata had no significant postemployment benefits payments. For the nine
months ended September 30, 2008, Teradata paid approximately $2 million in postemployment benefits. Teradata anticipates paying an
additional $1 million in postemployment benefits in 2008 for a total of $3 million.

9. COMMITMENTS AND CONTINGENCIES

In the normal course of business, the Company is subject to proceedings, lawsuits, claims and other matters, including those that relate to the
environment, health and safety, employee benefits, export compliance, intellectual property, tax matters, and other regulatory compliance and
general matters, including those described below. Because such matters are subject to many uncertainties, their outcomes are not predictable.
While the Company believes that amounts provided in our condensed consolidated financial statements are currently adequate in light of the
probable and estimable liabilities, there can be no assurances that the amounts required to satisfy alleged liabilities from such matters will not
impact future operating results.

The Company is subject to governmental investigations and requests for information from time to time. Presently, the United States Department
of Justice is conducting an investigation regarding the propriety of the Company s arrangements or understandings with others in connection with
certain federal contracts and the adequacy of certain disclosures related to such contracts. The investigation arises in connection with civil
litigation in federal district court filed under the qui tam provisions of the civil False Claims Act against a number of information technology
companies, including the Company. The complaints against the Company remain under seal. The Company has been conducting its own internal
investigation focusing on the propriety of certain transactions under federal programs under which Teradata was a contractor. The Company has
shared evidence of questionable conduct that the Company has uncovered with the Justice Department and intends to continue to cooperate with
the Justice Department in its investigation. The Company has accrued approximately $2 million related to the current best estimate of the
potential liability relating to this matter