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Part 1—FINANCIAL INFORMATION
A

Item 1. Financial Statements.

Teradata Corporation
Condensed Consolidated Statements of Income (Unaudited)

Three Months Ended
September 30,

Nine Months Ended
September 30,

In millions, except per share amounts 2025 2024 2025 2024
Revenue

Subscription software licenses $ 60  $ 72  $ 208  $ 235 
Services and other 306  300  870  893 

Total recurring 366  372  1,078  1,128 
Perpetual software licenses, hardware and other 3  7  16  20 
Consulting services 47  61  148  193 

Total revenue 416  440  1,242  1,341 
Cost of revenue

Subscription software licenses 5  4  15  14 
Services and other 111  107  328  319 

Total recurring 116  111  343  333 
Perpetual software licenses, hardware and other —  5  12  18 
Consulting services 47  58  156  175 
Total cost of revenue 163  174  511  526 
Gross profit 253  266  731  815 
Operating expenses
Selling, general and administrative expenses 122  137  373  429 
Research and development expenses 70  73  207  216 
Total operating expenses 192  210  580  645 
Income from operations 61  56  151  170 
Other expense, net
Interest expense (7) (7) (20) (22)
Interest income 2  3  7  9 
Other expense (2) (5) (13) (23)
Total other expense, net (7) (9) (26) (36)
Income before income taxes 54  47  125  134 
Income tax expense 14  15  32  45 
Net income $ 40  $ 32  $ 93  $ 89 
Net income per common share

Basic $ 0.42  $ 0.33  $ 0.98  $ 0.92 
Diluted $ 0.42  $ 0.33  $ 0.96  $ 0.91 

Weighted average common shares outstanding
Basic 94.2  96.1  94.9  96.7 
Diluted 95.5  97.0  96.5  98.3 

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

Three Months Ended
September 30,

Nine Months Ended
September 30,

In millions 2025 2024 2025 2024
Net income $ 40  $ 32  $ 93  $ 89 
Other comprehensive income (loss):

Foreign currency translation adjustments (2) 9  24  (6)
Unrealized (loss) gain on cross-currency net investment hedge, before tax —  (4) (18) 1 
Unrealized (loss) gain on cross-currency net investment hedge, tax portion —  1  4  — 
Total currency translation adjustments (2) 6  10  (5)
Derivatives:

Unrealized (loss) gain on derivatives, before tax (1) (12) (7) (6)
Unrealized (loss) gain on derivatives, tax portion 1  3  2  1 
Unrealized (loss) gain on derivatives, net of tax —  (9) (5) (5)

Defined benefit plans:
Defined benefit plan adjustment, before tax 2  3  6  7 
Defined benefit plan adjustment, tax portion (1) (1) (2) (2)
Defined benefit plan adjustment, net of tax 1  2  4  5 

Other comprehensive (loss) income (1) (1) 9  (5)
Comprehensive income $ 39  $ 31  $ 102  $ 84 

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
September 30,

2025
December 31,

2024
Assets
Current assets

Cash and cash equivalents $ 406  $ 420 
Accounts receivable, net 309  234 
Inventories 5  18 
Other current assets 91  77 

Total current assets 811  749 
Property and equipment, net 203  185 
Right of use assets - operating lease, net 7  8 
Goodwill 399  394 
Capitalized contract costs, net 35  46 
Deferred income taxes 212  226 
Other assets 94  96 
Total assets $ 1,761  $ 1,704 
Liabilities and stockholders’ equity
Current liabilities

Current portion of long-term debt $ 25  $ 25 
Current portion of finance lease liability 56  57 
Current portion of operating lease liability 3  4 
Accounts payable 100  106 
Payroll and benefits liabilities 96  111 
Deferred revenue 527  512 
Other current liabilities 99  115 

Total current liabilities 906  930 
Long-term debt 437  455 
Finance lease liability 47  30 
Operating lease liability 5  5 
Pension and other postemployment plan liabilities 104  104 
Long-term deferred revenue 12  10 
Deferred tax liabilities 10  9 
Other liabilities 21  28 
Total liabilities 1,542  1,571 
Commitments and contingencies (Note 8)
Stockholders’ equity

Preferred stock: par value $0.01 per share, 100.0 shares authorized, no shares issued and outstanding at
September 30, 2025 and December 31, 2024, respectively —  — 

Common stock: par value $0.01 per share, 500.0 shares authorized, 93.7 and 95.1 shares issued at September 30,
2025 and December 31, 2024, respectively 1  1 

Paid-in capital 2,279  2,192 
Accumulated deficit (1,923) (1,913)
Accumulated other comprehensive loss (138) (147)

Total stockholders’ equity 219  133 
Total liabilities and stockholders’ equity $ 1,761  $ 1,704 

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

  Nine Months Ended September 30,
In millions 2025 2024
Operating activities
Net income $ 93  $ 89 
Adjustments to reconcile net income to net cash provided by operating activities:

Depreciation and amortization 67 78
Stock-based compensation expense 82  92 
Deferred income taxes 24  5 
Loss on Blue Chip Swap 1  3 
Changes in assets and liabilities:

Receivables (75) 39 
Inventories 13  (3)
Current payables and accrued expenses (66) (37)
Deferred revenue 17  (97)
Other assets and liabilities (11) (22)

Net cash provided by operating activities 145  147 
Investing activities
Expenditures for property and equipment (10) (17)
Additions to capitalized software (1) (1)
Other investing activities, net (1) (5)
Net cash used in investing activities (12) (23)
Financing activities
Repurchases of common stock (102) (186)
Repayments of long-term borrowings (19) (13)
Payments of finance leases (51) (54)
Other financing activities, net 3  (1)
Net cash used in financing activities (169) (254)
Effect of exchange rate changes on cash, cash equivalents and restricted cash 22  (8)
Decrease in cash, cash equivalents and restricted cash (14) (138)
Cash, cash equivalents and restricted cash at beginning of period 421  486 
Cash, cash equivalents and restricted cash at end of period $ 407  $ 348 

Supplemental cash flow disclosure:
Assets acquired under operating lease $ 2  $ 1 
Assets acquired under finance lease $ 67  $ 25 

Reconciliation of cash, cash equivalents and restricted cash to the Condensed Consolidated Balance Sheets:

September 30, 2025 December 31, 2024
Cash and cash equivalents $ 406  $ 420 
Restricted cash 1  1 
Total cash, cash equivalents and restricted cash $ 407  $ 421 

See Notes to Condensed Consolidated Financial Statements (Unaudited).
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Teradata Corporation
Condensed Consolidated Statements of Changes in Stockholders’ Equity (Unaudited)

Common Stock Paid-in Accumulated
Accumulated Other

Comprehensive  
In millions Shares Amount Capital Deficit Loss Total
December 31, 2024 95  $ 1  $ 2,192  $ (1,913) $ (147) $ 133 
Net income —  —  —  44  —  44 
Employee stock compensation, employee stock purchase
programs and option exercises, net of tax

2  —  22  —  —  22 

Repurchases of common stock, retired (1) —  —  (44) —  (44)
Pension and postemployment benefit plans, net of tax —  —  —  —  2  2 
Unrealized loss on derivatives, net of tax —  —  —  —  (3) (3)
Currency translation adjustment —  —  —  —  4  4 
March 31, 2025 96  $ 1  $ 2,214  $ (1,913) $ (144) $ 158 
Net income —  —  —  9  —  9 
Employee stock compensation, employee stock purchase
programs and option exercises, net of tax — 

—  30  —  —  30 

Repurchases of common stock, retired (1) —  —  (28) —  (28)
Pension and postemployment benefit plans, net of tax —  —  —  —  1  1 
Unrealized loss on derivatives, net of tax —  —  —  —  (2) (2)
Currency translation adjustment —  —  —  —  8  8 
June 30, 2025 95  $ 1  $ 2,244  $ (1,932) $ (137) $ 176 
Net income —  —  —  40  —  40 
Employee stock compensation, employee stock purchase
programs and option exercises, net of tax

—  —  35  —  —  35 

Repurchases of common stock, retired (1) —  —  (31) —  (31)
Pension and postemployment benefit plans, net of tax —  —  —  —  1  1 
Currency translation adjustment —  —  —  —  (2) (2)
September 30, 2025 94  $ 1  $ 2,279  $ (1,923) $ (138) $ 219 
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Common Stock Paid-in Accumulated
Accumulated Other

Comprehensive  
In millions Shares Amount Capital Deficit Loss Total

December 31, 2023 98  $ 1  $ 2,074  $ (1,811) $ (129) $ 135 
Net income —  —  —  20  —  20 
Employee stock compensation, employee stock purchase
programs and option exercises, net of tax

3  —  29  —  —  29 

Repurchases of common stock, retired (3) —  —  (127) —  (127)
Pension and postemployment benefit plans, net of tax —  —  —  —  1  1 
Unrealized gain on derivatives, net of tax —  —  —  —  4  4 
Currency translation adjustment —  —  —  —  (8) (8)
March 31, 2024 98  $ 1  $ 2,103  $ (1,918) $ (132) $ 54 
Net income —  —  —  37  —  37 
Employee stock compensation, employee stock purchase
programs and option exercises, net of tax

—  —  28  —  —  28 

Repurchases of common stock, retired (2) —  —  (43) —  (43)
Pension and postemployment benefit plans, net of tax —  —  —  —  2  2 
Currency translation adjustment —  —  —  —  (3) (3)
June 30, 2024 96  $ 1  $ 2,131  $ (1,924) $ (133) $ 75 
Net income —  —  —  32  —  32 
Employee stock compensation, employee stock purchase
programs and option exercises, net of tax

—  —  35  —  —  35 

Repurchases of common stock, retired —  —  —  (16) —  (16)
Pension and postemployment benefit plans, net of tax —  —  —  —  2  2 
Unrealized loss on derivatives, net of tax —  —  —  —  (9) (9)
Currency translation adjustment —  —  —  —  6  6 
September 30, 2024 96  $ 1  $ 2,166  $ (1,908) $ (134) $ 125 

See Notes to Condensed Consolidated Financial Statements (Unaudited).
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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 United States 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, 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 2024 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 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, 2024 (the "2024 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.

2. New Accounting Pronouncements

In December 2023, the Financial Accounting Standards Board ("FASB") issued Accounting Standards Update ("ASU") No. 2023-09, "Income
Taxes (Topic 740): Improvements to Income Tax Disclosures." This standard enhances disclosures related to income taxes, including the rate
reconciliation and information on income taxes paid. This ASU became effective for annual periods beginning after December 15, 2024. We are
assessing the impact of this ASU and upon adoption may be required to include certain additional disclosures in the footnotes to our annual
Consolidated Financial Statements.

In November 2024, the FASB issued ASU No. 2024-03, Income Statement—Reporting Comprehensive Income—Expense Disaggregation
Disclosures (Subtopic 220-40): Disaggregation of Income Statement Expenses (ASU 2024-03). The new guidance requires disaggregated
information about certain income statement expense line items on an annual and interim basis. This guidance will be effective for annual periods
beginning the year ended December 31, 2027 and for interim periods thereafter. The new standard permits early adoption and can be applied
prospectively or retrospectively. We are evaluating the effect that this guidance will have on our Consolidated Financial Statements.

In September 2025, the FASB issued ASU No. 2025-06, Intangibles—Goodwill and Other—Internal-Use Software (Subtopic 350-40): Targeted
Improvements to the Accounting for Internal-Use Software (ASU 2025-06). The new guidance eliminates the requirement to classify software
development costs by project stage, instead, entities now capitalize internal-use software costs when management has both authorized and
committed funding for the project and it is probable the software will be completed and used as intended. This guidance will be effective for
annual periods beginning after December 15, 2027, and interim periods within those annual periods. Early adoption is permitted and the standard
may be applied prospectively, retrospectively, or using a modified approach. We are evaluating the effect that this guidance will have on our
Consolidated Financial Statements.
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3. Revenue from Contracts with Customers

Disaggregation of Revenue from Contracts with Customers

The following table presents a disaggregation of revenue:

Three Months Ended September
30,

Nine Months Ended September
30,

in millions 2025 2024 * 2025 2024 *
United States
Recurring $ 198  $ 208  $ 580  $ 631 
Perpetual software licenses and hardware 1  1  6  7 
Consulting services 13  17  41  57 
Total United States 212  226  627  695 
International
Recurring $ 168  $ 164  $ 498  $ 497 
Perpetual software licenses and hardware 2  6  10  13 
Consulting services 34  44  107  136 
Total International 204  214  615  646 
Total Revenue $ 416  $ 440  $ 1,242  $ 1,341 

* Prior period information has been reclassified to conform to the current period presentation.

Rental revenue, which is included in recurring revenue in the above table, was as follows:

Three Months Ended September
30,

Nine Months Ended September
30,

in millions 2025 2024 2025 2024
Rental revenue*   $ 51  $ 53  $ 151  $ 162 

*Rental revenue includes hardware maintenance.

Contract Balances

The timing of revenue recognition, billings and cash collections results in billed accounts receivable, contract assets, and customer advances and
deposits (deferred revenue or contract liabilities) on the condensed consolidated balance sheet. Accounts receivable include amounts due from
customers that are unconditional. Contract assets relate to the Company’s rights to consideration for goods delivered or services completed and
recognized as revenue but billing and the right to receive payment is conditional upon the completion of other performance obligations. Contract
assets are included in other current assets on the balance sheet and are transferred to accounts receivable when the rights become unconditional.
Deferred revenue consists of advance payments and billings in excess of revenue recognized. Deferred revenue is classified as either current or
noncurrent based on the timing of when the Company expects to recognize revenue. These assets and liabilities are reported on a contract-by-
contract basis at the end of each reporting period.
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The following table provides information about receivables, contract assets and deferred revenue from contracts with customers:

As of

in millions
September 30,

2025 December 31, 2024
Accounts receivable, net $ 309  $ 234 
Contract assets $ 5  $ 4 
Current deferred revenue $ 527  $ 512 
Long-term deferred revenue $ 12  $ 10 

Revenue recognized during the nine months ended September 30, 2025 from amounts included in deferred revenue at the beginning of the period
was $432 million.

Transaction Price Allocated to Unsatisfied Obligations

The following table includes estimated revenue expected to be recognized in the future related to the Company's unsatisfied (or partially
satisfied) obligations at September 30, 2025:

in millions
Total at September 30,

2025 Year 1 Year 2 and Thereafter
Remaining unsatisfied obligations $ 1,864  $ 1,245  $ 619 

The amounts above represent the price of firm orders for which work has not been performed or goods have not been delivered and exclude
unexercised contract options outside the stated contractual term that do not represent material rights to the customer. Although the Company
believes that the contract value in the above table is firm, approximately $997 million of the amount is under contracts that are subject to
customer-only general cancellation for convenience terms that the Company is contractually obligated to perform unless the customer notifies us
of cancellation. The Company expects to recognize revenue of approximately $459 million in the next year from contracts that are non-
cancelable. The Company believes the inclusion of this information is important to understanding the obligations that the Company is
contractually required to perform and provides useful information regarding remaining obligations related to these executed contracts.

4. Contract Costs

The Company capitalizes sales commissions and other contract costs that are incremental direct costs of obtaining customer contracts if the
expected amortization period of the asset is greater than one year. These costs are recorded in capitalized contract costs, net on the Company’s
balance sheet. The capitalized amounts are calculated based on the annual recurring revenue and contract value for individual multi-term
contracts. The judgments made in determining the amount of costs incurred include whether the commissions are in fact incremental and would
not have occurred absent the customer contract. Costs to obtain a contract are amortized as selling, general and administrative expenses on a
straight-line basis over the expected period of benefit, which is typically around four years. These costs are periodically reviewed for
impairment. The following table identifies the activity relating to capitalized contract costs:

in millions December 31, 2024 Capitalized Amortization September 30, 2025
Capitalized contract costs $ 46  $ 7  $ (18) $ 35 

in millions December 31, 2023 Capitalized Amortization September 30, 2024
Capitalized contract costs $ 68  $ 6  $ (25) $ 49 
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5. Supplemental Financial Information

  As of

In millions
September 30,

2025
December 31,

2024
Deferred revenue
Deferred revenue, current $ 527  $ 512 
Long-term deferred revenue 12  10 
Total deferred revenue $ 539  $ 522 

  Three Months Ended September 30, Nine Months Ended September 30,
In millions 2025 2024 2025 2024
Other expense
Foreign currency losses $ —  $ —  $ 4  $ 11 
Other 2  5  9  12 
Total Other expense $ 2  $ 5  $ 13  $ 23 

Argentina Blue Chip Swap Transaction

The Central Bank of Argentina maintains currency controls that limit our ability to access United States ("U.S.") dollars in Argentina and remit
cash from our Argentine operations. There is a foreign exchange mechanism known as Blue Chip Swaps, which effectively results in a parallel
U.S. dollar exchange rate. The Company completed a Blue Chip Swap transaction during the three months ended September 30, 2025, that
resulted in an immaterial pre-tax loss on investment and a cumulative pre-tax loss of $1 million during the nine months ended September 30,
2025. The Company did not transact any Blue Chip Swaps during the three months ended September 30, 2024. During the nine months ended
September 30, 2024, we entered into Blue Chip Swap transactions in order to remit cash from our Argentine operations that resulted in pre-tax
loss on investment of $3 million.

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 expects that a
majority of its foreign earnings will be repatriated back to the U.S. 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.

The effective tax rate is as follows:
  Three Months Ended September 30, Nine Months Ended September 30,
In millions 2025 2024 2025 2024
Effective tax rate 25.9 % 31.9 % 25.6 % 33.6 %

For the three months ended September 30, 2025 and 2024, the Company had no material discrete tax adjustments.
For the nine months ended September 30, 2025, the Company recorded $1 million of net discrete tax benefit, as the discrete tax benefit
recognized in the first quarter of 2025 related to the reversal of uncertain tax positions due to the Company's completion of its IRS audit of its
2020 tax return, was mostly offset by incremental tax expense from stock-based compensation vesting.
For the nine months ended September 30, 2024, the Company recorded $3 million of net discrete tax expense, a majority of which related to
additional tax expense from stock-based compensation vesting.
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On July 4, 2025, the One Big Beautiful Bill Act (“OBBBA”) was enacted. The OBBBA makes permanent key elements of the Tax Cuts and Jobs
Act of 2017, including 100% bonus depreciation, domestic research cost expensing and the business interest expense limitation, among other tax
changes. While the Company continues to assess the impact of the tax provisions and elections available under the OBBBA on its consolidated
financial statements, the Company currently believes that the tax provisions of the legislation are not expected to have a material impact on the
Company’s effective tax rate and statement of operations.
Effective January 1, 2024, many jurisdictions where the Company conducts business, including several European Union members and G20
countries, have enacted a 15% global minimum tax on the income generated in each of the jurisdictions in which the Company operates, referred
to as "Pillar Two" of the Global Anti-Base Erosion rules framework that was undertaken by the Organization for Economic Co-operation and
Development ("OECD"). The Company continues to monitor developments and evaluate the impacts of the Pillar Two rules, however, as of the
date of this Report on Form 10-Q, the Company does not expect the Pillar Two rules to have a material impact to its annual effective tax rate.
The Company estimates its annual effective tax rate for 2025 to be approximately 27%, which takes into consideration, among other things, the
forecasted earnings mix by jurisdiction and the impact of discrete tax items to be recognized in 2025. Under U.S. tax law, U.S. shareholders are
subject to a tax on global intangible low-taxed income ("GILTI") earned by certain foreign subsidiaries. The Company has elected to provide for
the tax expense related to GILTI in the year in which the tax is incurred. The Company is currently forecasting approximately $2 million of tax
expense related to GILTI in our marginal effective tax rate for 2025.

7. Derivative Instruments and Hedging Activities

As a portion of Teradata’s operations is conducted outside the U.S. and in currencies other than the U.S. dollar, the Company is exposed to
potential gains and losses from changes in foreign currency exchange rates. In an attempt to mitigate the impact of currency fluctuations, the
Company uses foreign exchange forward contracts to hedge transactional exposures resulting predominantly from foreign currency denominated
inter-company receivables and payables. The forward contracts are designated as fair value hedges of specified foreign currency denominated
inter-company receivables and payables and generally mature in three months or less. The fair values of foreign exchange contracts are based on
market spot and forward exchange rates and represent estimates of possible value that may not be realized in the future. Across its portfolio of
contracts, Teradata has both long and short positions relative to the U.S. dollar. As a result, Teradata’s net exposure is less than the total contract
notional amount of the Company’s foreign exchange forward contracts.

Gains and losses from foreign exchange forward contracts are fully recognized each period and reported along with the offsetting gain or loss of
the related hedged item, either in cost of revenues, operating expenses or in other income (expense), depending on the nature of the related
hedged item.

During June 2022, Teradata entered into a cross-currency swap designated as a net investment hedge, to hedge the Euro currency exposure of its
net investment in certain foreign subsidiaries. This agreement is a contract to exchange fixed-rate payments in one currency for fixed-rate
payments in another currency. Changes in the fair value of this swap are recorded in Accumulated Other Comprehensive Loss in the same
manner as foreign currency translation adjustments. In assessing the effectiveness of this hedge, the Company used a method based on changes
in spot rates to measure the impact of the foreign currency exchange rate fluctuations on both its foreign subsidiary net investment and the
related swap.

The cross-currency swap contract has an expiration date of June 29, 2026. At maturity of the cross-currency swap contract, the Company will
deliver the notional amount of €143 million and will receive $150 million from the counterparty. The Company will receive monthly interest
payments from the counterparty based on a fixed interest rate until maturity of the agreements.

On June 28, 2022, Teradata executed a five-year Secured Overnight Financing Rate ("SOFR") interest rate swap, to fix the interest rate on
approximately 90% of the principal balance of the $500 million term loan, with an initial notional amount of $450 million. The Company uses
interest rate swaps to manage interest rate risks on future interest payments caused by interest rate changes on its variable rate term loan. The
notional amount of the hedge steps down according to the amortization schedule of the term loan. The notional amount of the hedge was $422
million as of September 30, 2025.
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The Company performed an initial effectiveness assessment on the interest rate swap and the net investment hedge foreign currency swap, and
the hedges were determined to be effective. The hedges are being evaluated qualitatively on a quarterly basis for effectiveness. Changes in fair
value are recorded in Accumulated other comprehensive loss and periodic settlements of the swap will be recorded in interest expense along with
the interest on amounts outstanding under the term loan.

The following table identifies the contract notional amount of the Company’s derivative financial instruments:

As of

In millions
September 30,

2025
December 31,

2024
Contract notional amount of foreign exchange forward contracts $ 59  $ 70 
Net contract notional amount of foreign exchange forward contracts $ 17  $ 21 
Contract notional amount of foreign currency exchange (net investment hedge) $ 150  $ 150 
Contract notional amount of interest rate swap $ 422  $ 439 

All derivatives are recognized in the condensed consolidated balance sheets at their fair value. The notional amounts represent agreed-upon
amounts on which calculations of dollars to be exchanged are based and are an indication of the extent of Teradata’s involvement in such
instruments. These notional amounts do not represent amounts exchanged by the parties and, therefore, are not a measure of the instruments.
Refer to Note 9 for disclosures related to the fair value of all derivative assets and liabilities.

The Company does not hold or issue derivative financial instruments for trading purposes, nor does it hold or issue leveraged derivative
instruments. By using derivative financial instruments to hedge exposures to changes in foreign exchange and interest rates, the Company
exposes itself to credit risk. The Company manages exposure to counterparty credit risk by entering into derivative financial instruments with
highly rated institutions that can be expected to fully perform under the terms of the applicable contracts.
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8. Commitments and Contingencies

Legal Proceedings. In the ordinary course of business, the Company is subject to proceedings, lawsuits, governmental investigations, 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 for Foreign Corrupt Practices Act and shareholder matters. It is not
currently a party to any litigation, nor is it aware of any pending or threatened litigation against it that the Company believes would materially
affect its business, operating results, financial condition or cash flows, other than the following.

On June 19, 2018, the Company and certain of its subsidiaries filed a lawsuit (the "TD-SAP 1" suit) in the U.S. District Court for the Northern
District of California against SAP SE, SAP America, Inc., and SAP Labs, LLC (collectively, "SAP"). In the TD-SAP 1 lawsuit, the Company
alleged, among other things, that SAP misappropriated certain of the Company’s trade secrets within the Company’s enterprise data analytics and
warehousing products and used such trade secrets to help develop, improve, introduce, and sell one or more competing products. The Company
further alleged that SAP employed anticompetitive practices using its substantial market position in the enterprise resource planning applications
market to pressure the Company’s customers and prospective customers to use one or more of SAP's competing products and reduce or eliminate
customers' and prospective customers' use of the Company's offerings. The Company sought an injunction barring SAP’s alleged conduct,
monetary damages, and other available legal and equitable relief. In July 2019, SAP filed patent infringement counterclaims against the
Company based on five of SAP’s U.S. patents. On August 31, 2020, the Company filed a second lawsuit against SAP (the "TD-SAP 2" suit) in
the U.S. District Court for the Northern District of California, in which the Company alleged infringement by SAP of four of the Company's U.S.
patents. On February 16, 2021, SAP filed additional patent infringement counterclaims against the Company in response. On the same day, SAP
also filed a lawsuit in Germany (the "TD-SAP 3" suit) for infringement of a single German patent. In November 2021, the district court
dismissed the Company’s antitrust claims and most of its trade secret claims in the TD-SAP 1 suit. In December 2021, the Company appealed
that decision to the U.S. Court of Appeals for the Federal Circuit in Washington, D.C. That Court ruled the appeal should be decided by the
Ninth Circuit Court of Appeals and transferred the appeal to the Ninth Circuit, where a three-judge panel heard oral arguments on February 12,
2024. Soon after, the Company and SAP entered into a partial settlement agreement that resulted in full dismissal of all claims and counterclaims
in the TD-SAP 2 suit in California and the TD-SAP 3 suit in Germany, as well as a stay of all claims and counterclaims remaining in the TD-SAP
1 suit pending resolution of the Company’s appeal. On December 19, 2024, the Ninth Circuit panel ruled in the Company’s favor, overturning
the district court’s summary judgment decision with respect both to the antitrust claims and the trade secret claims, and remanding to the district
court for further proceedings. On January 23, 2025, SAP petitioned the Ninth Circuit for rehearing en banc. The Ninth Circuit denied SAP’s
rehearing petition on March 4, 2025, and issued its mandate returning the case to the district court on April 1, 2025. On June 2, 2025, SAP
petitioned for a writ of certiorari ("cert") to the Supreme Court challenging the Ninth Circuit’s reasoning on applicability of the per se rule to
the Company’s antitrust claim. The Supreme Court denied SAP’s cert petition on October 6, 2025. Trial is set to begin with jury selection on
March 30, 2026, in the U.S. District Court for the Northern District of California. Currently, it is not possible to determine the likelihood of a
loss or a reasonably estimated range of loss, if any, pertaining to any of SAP’s remaining patent counterclaims in the TD-SAP 1 lawsuit.

On June 14, 2024, a putative securities class action lawsuit was filed against the Company and certain of its officers in the United States District
Court for the Southern District of California (the "Court"), captioned Ostrander v. Teradata Corporation, No. 24-cv-01034 (S.D. Cal.). The
complaint asserts claims for alleged violations of federal securities laws related to statements concerning the Company’s business and 2023
financial outlook for Total ARR and Public Cloud ARR. The plaintiff seeks to represent a class of certain persons who purchased or otherwise
acquired the Company’s stock during the period from February 13, 2023 to February 12, 2024 and seeks unspecified damages and other relief.
On December 6, 2024, the lead plaintiff in the case filed an amended complaint, after which the Company filed a motion to dismiss on February
4, 2025. On September 26, 2025, the Court granted the motion to dismiss in full with leave to amend. Plaintiff elected not to file an amended
complaint and will have 30 days from entry of final judgment to file a notice of appeal.

There are two pending shareholder derivative actions that adopt similar allegations as the securities class action and assert claims purportedly on
behalf of Teradata and against the Company’s directors and officers. Brennan v. McMillan, et al., Case No. 25-cv-02113-BEN-BLM (S.D.
Cal.); Lipshutz v. McMillan, et al., Case No. 25-cv-01121-CAB-MSB (S.D. Cal.). These cases have been consolidated and are currently
stayed. The Company
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cannot reasonably estimate the amount of any potential financial loss or cost that could result from Ostrander or the ancillary lawsuits at this
stage of the litigation.

Other Contingencies. Additionally, the Company provides its customers with certain indemnification rights. In general, the Company agrees to
indemnify the customer if a third party asserts patent or other infringement on the part of the customer for its use of the Company’s offerings.
The Company has indemnification obligations under its charter and bylaws to its officers and directors, and has entered into indemnification
agreements with the officers and directors of its subsidiaries. From time to time, the Company also enters into agreements in connection with its
acquisition and divestiture activities that include indemnification obligations by the Company. The fair value of these indemnification obligations
is typically not readily determinable due to the conditional nature of the Company’s potential obligations and the specific facts and
circumstances involved with each particular agreement.
As such, the Company has generally not recorded a liability in connection with these indemnification arrangements. Historically, payments made
by the Company under these types of agreements have not had a material effect on the Company’s consolidated financial condition, results of
operations or cash flows.
Concentrations of Risk. The Company is potentially subject to concentrations of credit risk on accounts receivable and financial instruments
such as hedging instruments, and cash and cash equivalents. Credit risk includes the risk of nonperformance by counterparties. The maximum
potential loss may exceed the amount recognized on the balance sheet. Exposure to credit risk is managed through credit approvals, credit limits,
selecting major international financial institutions (as counterparties to hedging transactions) and monitoring procedures. Teradata’s business
often involves large transactions with customers, and if one or more of those customers were to default in its obligations under applicable
contractual arrangements, the Company could be exposed to potentially significant losses. However, management believes that the reserves for
potential losses were adequate at September 30, 2025 and December 31, 2024.

The Company is also potentially subject to concentrations of supplier risk. Our hardware components are assembled primarily by Flex Ltd.
("Flex"). Flex procures a wide variety of components used in the manufacturing process on behalf of the Company. Although many of these
components are available from multiple sources, Teradata utilizes preferred supplier relationships to provide more consistent and optimal quality,
cost and delivery. Typically, these preferred suppliers maintain alternative processes and/or facilities to ensure continuity of supply. Given the
Company’s strategy to outsource its manufacturing activities to Flex and to source certain components from single suppliers, a disruption in
production at Flex or at a supplier could impact the timing of customer shipments and/or Teradata’s operating results. In addition, a significant
change in the forecasts to any of these preferred suppliers could result in purchase obligations for components that may be in excess of demand.

9. Fair Value Measurements

Fair value measurements are established utilizing a three-tier fair value hierarchy, which prioritizes the inputs used in measuring fair value.
These tiers include: Level 1, defined as observable inputs such as quoted prices in active markets for identical assets or liabilities; Level 2,
defined as significant other observable inputs, such as quoted prices in active markets for similar assets or liabilities, or quoted prices in less-
active markets for identical assets; and Level 3, defined as unobservable inputs in which little or no market data exists, therefore requiring an
entity to develop its own assumptions. Financial assets and liabilities are classified in their entirety based on the lowest level of input that is
significant to the fair value measurement.

The Company’s assets and liabilities measured at fair value on a recurring basis include money market funds, interest rate swaps, foreign
currency swaps and foreign currency exchange contracts. A portion of the Company’s excess cash reserves are held in money market funds
which generate interest income based on the prevailing market rates. Money market funds are included in cash and cash equivalents in the
Company’s balance sheet. Money market fund holdings are measured at fair value using quoted market prices and are classified within Level 1
of the valuation hierarchy.

When deemed appropriate, the Company minimizes its exposure to changes in foreign currency exchange rates through the use of derivative
financial instruments, specifically, foreign exchange forward contracts. Additionally, in June 2022, Teradata executed a five-year interest rate
swap with a $450 million initial notional amount in order to hedge the variable interest rate on its term loan and a four-year cross-currency swap
with initial notional amounts of €143 million/$150 million, as a net investment hedge to hedge the Euro currency exposure of our net investment
in
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certain foreign subsidiaries. The fair value of these contracts and swaps are measured at the end of each interim reporting period using
observable inputs other than quoted prices, specifically market spot and forward exchange rates. As such, these derivative instruments are
classified within Level 2 of the valuation hierarchy. Fair value of unrealized gains for open contracts are recorded in other assets and the fair
value of unrealized losses are recorded in other liabilities in the Company's balance sheet (classified between current and long-term by their
remaining duration). The fair value of foreign exchange forward contract assets and liabilities at September 30, 2025 and December 31, 2024
was not material. Realized gains and losses from the Company’s fair value and net investment hedges net of corresponding gains or losses on the
underlying exposures were immaterial for the three and nine months ended September 30, 2025 and 2024.

The Company’s other assets and other liabilities measured at fair value on a recurring basis and subject to fair value disclosure requirements at
September 30, 2025 and December 31, 2024 were as follows:

    Fair Value Measurements at Reporting Date Using

In millions Total

Quoted Prices in
Active Markets

for Identical
Assets

(Level 1)

Significant
Other

Observable
Inputs

(Level 2)

Significant
Unobservable

Inputs
(Level 3)

Assets
Money market funds at September 30, 2025 $ 90  $ 90  $ —  $ — 
Money market funds at December 31, 2024 $ 151  $ 151  $ —  $ — 

Interest rate swap at September 30, 2025 $ 2  $ —  $ 2  $ — 
Interest rate swap at December 31, 2024 $ 9  $ —  $ 9  $ — 

Foreign currency swap at December 31, 2024 $ 1  $ —  $ 1  $ — 

Liabilities
Foreign currency swap at September 30, 2025 $ 18  $ —  $ 18  $ — 

10. Debt

On June 28, 2022, the Company entered into a Credit Agreement that provides for (i) a five-year unsecured term loan in an aggregate principal
amount of $500 million (the "Term Loan"), and (ii) a five-year unsecured revolving credit facility in an aggregate principal amount of up to
$400 million, including a $50 million sublimit for the issuance of standby letters of credit and a $50 million sublimit for swingline loans (the
"Revolving Facility" and, collectively with the Term Loan, the "Credit Facility").

All outstanding borrowings pursuant to the Revolving Facility are due and payable on June 28, 2027, however, the maturity date of the
Revolving Facility may be extended by agreement of the parties for up to two additional one-year periods. The Term Loan is payable in quarterly
installments, which commenced on June 30, 2024, with 1.25% of the initial principal amount due on each of the first twelve payment dates, with
all remaining principal due on June 28, 2027. Under the terms of the Credit Facility, Teradata from time to time and subject to certain conditions
may increase the lending commitments under the Credit Facility in an aggregate principal amount up to an additional $450 million, to the extent
that existing or new lenders agree to provide such additional commitments. The outstanding principal amount of the Credit Facility bears interest
at a floating rate based upon, at Teradata’s option, a negotiated base rate or an adjusted term SOFR rate, plus in each case, a margin based on the
Company's leverage ratio. As disclosed in Note 7, in June 2022, Teradata entered into an interest rate swap to hedge approximately 90% (or
$422 million as of September 30, 2025) of the floating interest rate of the total $500 million Term Loan and a cross currency swap to hedge a
portion of Euro currency exposure of its net investment in certain foreign subsidiaries.
The Credit Facility is unsecured but is guaranteed by certain of Teradata’s material domestic subsidiaries and contains certain customary
representations and warranties, default provisions, and affirmative and negative covenants, including, among others, covenants regarding the
maintenance of a leverage ratio and covenants relating to financial reporting, compliance with laws, subsidiary indebtedness, liens, sale and
leaseback transactions,
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mergers and other fundamental changes, and entry into certain restrictive agreements. Most of the covenants are subject to materiality,
thresholds, and exceptions. On September 21, 2023, the Credit Agreement was amended to establish key performance indicators with respect to
certain environmental, social, and governance ("ESG") targets, pursuant to which certain positive or negative adjustments would be made to
various fees and applicable margin based on Teradata’s performance against such ESG targets.

As of September 30, 2025, the Company had no borrowings outstanding under the Revolving Facility, leaving $400 million in borrowing
capacity available under the Revolving Facility and the Term Loan principal outstanding was $463 million. The Term Loan is recognized on the
Company's balance sheet at the unpaid principal balance, net of deferred issuance costs, and is not subject to fair value measurement. The
Company was in compliance with all covenants under the Credit Facility as of September 30, 2025.
For the three months ended September 30, 2025 and September 30, 2024, the blended all-in interest rate on the Credit Facility was 4.14% and
4.21%, respectively.

11. Earnings per Share

Basic earnings per share is calculated by dividing net income by the weighted average number of shares outstanding during the reported period.
The calculation of diluted earnings per share is similar to basic earnings per share, except that the weighted average number of shares
outstanding includes the dilution from potential shares resulting from stock options, restricted stock awards and other stock awards. The
components of basic and diluted earnings per share are as follows:

 
Three Months Ended

September 30,
Nine Months Ended

September 30,
In millions, except per share amounts 2025 2024 2025 2024
Net income attributable to common stockholders $ 40  $ 32  $ 93  $ 89 
Weighted average outstanding shares of common stock 94.2  96.1  94.9  96.7 
Dilutive effect of employee stock options, restricted stock and other stock awards 1.3  0.9  1.6  1.6 
Common stock and common stock equivalents 95.5  97.0  96.5  98.3 
Net income per share:
Basic $ 0.42  $ 0.33  $ 0.98  $ 0.92 
Diluted $ 0.42  $ 0.33  $ 0.96  $ 0.91 

Options to purchase 0.1 million shares in the three and nine months ended September 30, 2025, respectively, were not included in the
computation of diluted earnings per share because the exercise prices of these options were greater than the average market price of the common
shares for the period, and therefore would have been anti-dilutive. There were no anti-dilutive options excluded for the three and nine months
ended September 30, 2024.

12. Segment and Other Supplemental Information

On August 5, 2024, Teradata announced that it realigned its sales function and initiated global restructuring to optimize operations. Due to these
organizational changes Teradata now manages its business under two segments, which are also the Company’s operating segments: (1) Product
Sales and (2) Consulting Services. The Company’s Product Sales segment represents the results for the Recurring Revenue and Perpetual
Software Licenses, Hardware and Other line items and the Consulting Services segment represents the Consulting Services line item, each as
disclosed in the Company’s financial statements and in the tables in this Form 10-Q. For purposes of discussing results by segment, management
excludes the impact of certain items, consistent with the manner by which management evaluates the performance of each segment. This format
is useful to investors because it allows analysis and comparability of operating trends. It also includes the same information that is used by
Teradata management to make decisions regarding the segments and to assess financial performance. The chief operating decision maker, who is
the Company's President and Chief Executive Officer, evaluates the performance of the segments based on revenue and multiple profit measures,
including segment gross profit. For management reporting purposes, assets are not allocated to the segments. Prior period segment information
has been reclassified to conform to the current period presentation.
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The following table presents segment revenue and segment gross profit for the Company:

 
Three Months Ended

September 30,
Nine Months Ended

September 30,
In millions 2025 2024 2025 2024
Segment revenue
Product Sales $ 369  $ 379  $ 1,094  $ 1,148 
Consulting Services 47  61  148  193 
Total revenue 416  440  1,242  1,341 
Segment cost of revenue
Product Sales 114  114 347  343
Consulting Services 43  55 146  167
Total segment cost of revenue 157  169  493  510 
Segment gross profit
Product Sales 255  265  747  805 
Consulting Services 4  6  2  26 
Total segment gross profit 259  271  749  831 
Stock-based compensation expense 4  4  13  13 
Acquisition, integration, reorganization, and transformation-related costs 2  1  5  3 
Total gross profit 253  266  731  815 
Selling, general and administrative expenses 122  137  373  429 
Research and development expenses 70  73  207  216 
Income from operations $ 61  $ 56  $ 151  $ 170 

 Cost of Product Sales, for the three months ended September 30, included product costs of $60 million in 2025 and $55 million in 2024 for
Public Cloud fees and direct product and third-party software costs associated with the Company's perpetual product sales. Depreciation expense
for the three months ended September 30, included in Cost of Product Sales, was $18 million in 2025, and $19 million in 2024. The remaining
cost of Product Sales included payroll and benefits costs, and corporate allocations including back-office information technology, real estate, and
other support services. Cost of Product Sales, for the nine months ended September 30, included product costs of $183 million in 2025 and
$164 million in 2024 for Public Cloud fees and direct product and third-party software costs associated with the Company's perpetual product
sales. Depreciation expense for the nine months ended September 30, included in Cost of Product Sales, was $53 million in 2025, and
$60 million in 2024. The remaining cost of Product Sales included payroll and benefits costs, and corporate allocations including back-office
information technology, real estate, and other support services.     

Cost of Consulting Services, for the three months ended September 30, included payroll and benefit costs of $29 million in 2025 and
$35 million in 2024. The remaining cost of Consulting Services included corporate allocations, including back-office information technology,
real estate, and other support services. Cost of Consulting Services, for the nine months ended September 30, included payroll and benefit costs
of $94 million in 2025 and $106 million in 2024. The remaining cost of Consulting Services included corporate allocations, including back-
office information technology, real estate, and other support services. 

Certain items, including stock-based compensation and reorganization-related costs, were excluded from segment gross profit to conform to the
way the Company manages and reviews the results by segment.

 (1)

 (2)

(1)

(2) 
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13. Reorganization and Business Transformation

On August 5, 2024, the Company announced that it realigned its sales function and initiated global restructuring and cost actions to optimize
operations, reduce non-revenue generating expenses, and drive efficiencies for long-term growth and profitability (the "Restructuring"). The
majority of the actions related to the Restructuring have been completed as of September 30, 2025, with remaining actions to be substantially
completed by early 2026.

The Company expects that the majority of the costs relating to the Restructuring will include one-time employee separation benefits, transition
support, and other employee-related costs. The Company expects that it will incur total charges related to the Restructuring in the range of
approximately $20 to $25 million. The Company recognized costs of $14 million related to the Restructuring in 2024. The Company expects to
recognize the remainder of these charges during 2025. Cash expenditures related to these actions are estimated at approximately $45 to
$50 million. The Company recorded $14 million of cash payments from these actions in 2024. Approximately $25 to $30 million are expected to
occur during 2025, with the remaining payments being made in 2026.
During the nine months ended September 30, 2025, the Company recognized cost of revenue of $2 million for employee severance and other
employee-related costs associated with the Restructuring and $4 million in selling, general and administrative expenses were recorded. There
was no impact to the segment gross profit.
Cash paid related to the Restructuring was $19 million in 2025. Not included in the table below are approximately $11 million in 2025 of cash
payments for international employees which did not have a material impact on the Condensed Consolidated Statements of Income as the
Company accounts for its International postemployment benefits under Accounting Standards Codification 712, Compensation - Nonretirement
Postemployment Benefits ("ASC 712"), which uses actuarial estimates to accrue for severance benefits over the course of employees' service
period.

The estimate of the savings (and any reinvestment thereof), costs, charges, and cash expenditures that the Company expects to incur in
connection with the Restructuring, and the timing thereof, are subject to a number of assumptions, including local law requirements in various
jurisdictions, and actual amounts may differ materially from the estimates. In addition, the Company may incur other costs and charges not
currently contemplated due to unanticipated events that may occur, including in connection with the implementation of the Restructuring.

The Company may enter into additional restructuring programs and incur future additional restructuring expenses associated with these plans or
new plans. At this time, we are unable to estimate the range of costs associated with any such future phases of any of our restructuring programs
or the total costs we may incur in connection with such future programs.

The 2025 activity and the reserves related to the Restructuring are as follows:

In millions
Balance at December

31, 2024 Expense accruals Cash payments
Balance at September 30,

2025
Employee separation benefits $ 5  $ 6  $ (8) $ 3 
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations ("MD&A").

You should read the following discussion in conjunction with the Condensed Consolidated Financial Statements (Unaudited) and the notes to
those statements included elsewhere in this Quarterly Report on Form 10-Q. This Quarterly Report on Form 10-Q contains certain statements
that are forward-looking within the meaning of the Private Securities Litigation Reform Act of 1995. Certain statements contained in the MD&A
are forward-looking statements that involve risks and uncertainties. The forward-looking statements are not historical facts, but rather are based
on current expectations, estimates, assumptions and projections about our industry, business and future financial results. Our actual results
could differ materially from the results contemplated by these forward-looking statements due to a number of factors, including those discussed
in other sections of this Quarterly Report on Form 10-Q and in our Annual Report on Form 10-K for the fiscal year ended December 31, 2024
(the "2024 Annual Report"). The Company does not undertake any obligation to publicly update or revise any forward-looking statements,
whether as a result of new information, future events or otherwise, except as required by law.

Overview

At Teradata Corporation ("we," "us," "Teradata," or the "Company"), we believe that people thrive when empowered with trusted information.
We are focused on helping organizations improve business performance, enrich customer experiences, and integrate data across the enterprise.
As such, we strive to innovate and deliver trusted solutions for their toughest data and analytics challenges. That is why we built our
comprehensive open and connected cloud analytics and data platform for artificial intelligence ("AI"). With our hybrid cloud platform, named
Teradata Vantage, underpinned by our extensive patented workload management optimization technology, we are well positioned to help
enterprises solve business problems and deliver business breakthroughs with its capabilities to provide harmonized data, trusted AI, and faster
innovation. As a result, we believe that we empower our customers to make better, more confident decisions, engage in faster innovation, and
drive positive impact within the enterprise.

Teradata is recognized by industry analysts as offering a hybrid cloud analytics and data platform with next-generation, cloud-native deployment
and expansive analytics capabilities. We believe we are differentiated by providing our hybrid cloud analytics and data platform offering across
an open and connected ecosystem. Our differentiated approach spans deployments in the top public cloud service provider platforms of AWS,
Microsoft Azure, and Google Cloud, as well as private cloud platform instances, on-premises, and hybrid environments.

We are continuing to execute on our priorities, including supporting our customers, whether leveraging Teradata in a hybrid environment, in the
cloud or on-premises, migrating customers to the cloud, helping them expand their Teradata environment or upgrade to the latest version of our
platform, as well as adding new customers. We are also focused on accelerating innovation with our hybrid platform and ClearScape Analytics
capabilities, delivering new AI capabilities to enable customers to take advantage of generative and agentic AI, and driving operational
excellence and agility across the Company.

To allow for greater transparency regarding the progress we are making toward achieving our strategic objectives, we utilize the following
financial and performance metrics:

• Annual Recurring Revenue ("ARR") - annual value at a point in time of recurring contracts.

• Total Annual Recurring Revenue ("Total ARR") - annual value at a point in time of all recurring contracts, including subscription, cloud,
software upgrade rights, and maintenance. Total ARR does not include managed services.

• Public Cloud ARR (included within Total ARR) - annual value at a point in time of all contracts related to Public Cloud implementations
of Teradata VantageCloud and does not include ARR related to private or managed cloud implementations.

• Cloud Net Expansion Rate - Teradata calculates its last-twelve months dollar-based cloud net expansion rate as of a fiscal quarter end as
follows:

◦ We identify the ARR for active cloud customers in the fiscal quarter ending one year prior to the given fiscal quarter (the "base
period");
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◦ We then identify the Public Cloud ARR in the given fiscal quarter (the "current period") from the same set of active cloud
customers as the base period, including increases in usage, as well as reductions and cancellations, and additional conversions of
on-premises revenues to the cloud for customers active in the base period, all in constant currency; and

◦ The quarterly dollar-based, Cloud Net Expansion Rate is calculated by taking the ARR from the current period and dividing by
the ARR from the base period.

The last twelve-month dollar-based cloud net expansion rate is calculated by taking the average of the quarterly dollar-based cloud net
expansion rate from the last fiscal quarter and the prior three fiscal quarters.
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Third Quarter Financial Overview

As more fully discussed in later sections of this MD&A, the following were what we view as the more significant financial items for the third
quarter of 2025:

• At the end of the third quarter of 2025, Total ARR was $1.490 billion compared to $1.482 billion at the end of the third quarter of 2024,
increasing 1% as compared to the third quarter of 2024, including a 1% positive impact from foreign currency fluctuations.

• At the end of the third quarter of 2025, Public Cloud ARR was $633 million compared to $570 million at the end of the third quarter of 2024,
increasing 11% as compared to the third quarter of 2024, with no impact from foreign currency fluctuations.

• Total revenue was $416 million for the third quarter of 2025, decreasing by $24 million compared to the third quarter of 2024, with recurring
revenue down 2%. Perpetual software licenses, hardware and other revenue reduced by 57%, and consulting services revenue decreased
23%. Foreign currency fluctuations had a 1% positive impact on total revenue for the quarter compared to the prior year.

• Gross margin increased to 60.8% in the third quarter of 2025 from 60.5% in the third quarter of 2024, primarily due to a greater mix of
recurring revenue in the period.

• Operating expenses for the third quarter of 2025 decreased 9% compared to the third quarter of 2024, largely from lower employee
compensation expense in the third quarter of 2025, due to the impact of restructuring actions taken in the prior year.

• Operating income was $61 million in the third quarter of 2025, compared to $56 million in the third quarter of 2024.

• Net income in the third quarter of 2025 was $40 million, compared to $32 million in the third quarter of 2024.

• Cloud Net Expansion Rate for the third quarter of 2025 was 109%, compared to 120% for the third quarter of 2024.
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Results of Operations for the Three Months Ended September 30, 2025
Compared to the Three Months Ended September 30, 2024

Revenue
% of % of

In millions 2025 Revenue 2024 Revenue
Recurring $ 366  88.0 % $ 372  84.6 %
Perpetual software licenses, hardware and other 3  0.7 % 7  1.6 %
Consulting services 47  11.3 % 61  13.8 %
Total revenue $ 416  100 % $ 440  100 %

Total revenue decreased $24 million, or 5%, in the third quarter of 2025, including a 1% positive impact from foreign currency fluctuations.
Recurring revenue decreased 2% as compared to the third quarter of 2024 including a 1% positive impact from foreign currency fluctuations.
Recurring revenue for the third quarter of 2025 included growth from Public Cloud revenue, which was more than offset by a decrease in
revenue from our on-premises business. Revenue from perpetual software licenses, hardware and other decreased $4 million year over year.
Consulting services revenue decreased 23% in the third quarter of 2025, including a 1% negative impact from foreign currency fluctuations. The
consulting services revenue decrease is an expected result of the lower order booking activity in the second half of 2024 and into 2025.
Financial and Performance Measures
Our Total ARR is composed of three main categories: (1) Public Cloud ARR, (2) ARR related to on-premises subscription-based contracts and
private cloud ("Subscription ARR"), and (3) ARR related to our legacy perpetual maintenance and software upgrade rights. At September 30,
2025 and 2024 our Total ARR consisted of:

In millions 2025 2024
Public Cloud $ 633  $ 570 
Subscription 765  793 
Maintenance and Software upgrade rights 92  119 

Total ARR $ 1,490  $ 1,482 

Cloud Net Expansion rate 109 % 120 %

At the end of the third quarter of 2025, Total ARR increased 1% as compared to the third quarter of 2024, including a 1% positive impact from
foreign currency fluctuations. At the end of the third quarter of 2025, Public Cloud ARR increased 11% as compared to the third quarter of 2024,
with no significant impact from foreign currency fluctuations. Public Cloud ARR growth in the third quarter of 2025 was primarily driven by
customer demand of Teradata VantageCloud, our Public Cloud offering. The decreases in subscription ARR and maintenance and software
upgrade rights ARR were primarily driven by customer migrations to Public Cloud ARR and on-premises erosions.
In the third quarter of 2025, we experienced the following trends:

• Customers expanding into additional cloud capabilities as they see value when they migrate to VantageCloud.
• Customer interest in AI-driven use cases continues to grow across various industries.
• Some customers implementing cloud migration projects on a staged basis over time.
• Uncertain industry macro-economic environment resulting in delayed customer spending, including for our consulting services.

As a portion of the Company’s operations and revenue occur outside the United States, and in currencies other than the United States ("U.S.")
dollar, the Company is exposed to fluctuations in foreign currency exchange rates. Based
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on currency rates as of September 30, 2025, Teradata is now estimating an immaterial impact from currency translation on our 2025 full-year
total reported revenues.
We expect to see continued cloud migration activity with some customer accounts that will continue to be implemented on a staged basis over
time. We expect expansion and migration activity as the primary contributors for Public Cloud ARR growth in 2025.
Gross Profit

% of % of
In millions 2025 Revenue 2024 Revenue
Recurring $ 250  68.3 % $ 261  70.2 %
Perpetual software licenses, hardware and other 3  100.0 % 2  28.6 %
Consulting services —  — % 3  4.9 %
Total gross profit $ 253  60.8 % $ 266  60.5 %

The decrease in recurring revenue gross profit as a percentage of revenue was primarily due to a higher mix of Public Cloud revenues versus on-
premises revenue as compared to the prior-year period, offset in part by continued improvement in our Public Cloud margin rate.
Perpetual software licenses, hardware and other gross profit as a percentage of revenue increased as compared to the prior-year period primarily
due to deal mix.

Consulting services gross profit as a percentage of revenue decreased as compared to the prior year primarily due to the decrease in revenue as
compared to the prior-year period.

Operating Expenses
% of % of

In millions 2025 Revenue 2024 Revenue
Selling, general and administrative expenses $ 122  29.3 % $ 137  31.1 %
Research and development expenses 70  16.8 % 73  16.6 %
Total operating expenses $ 192  46.2 % $ 210  47.7 %

Selling, general and administrative ("SG&A") expense decreased year over year due to the impact of continued cost discipline focused on cost
reductions across the Company. Research and development ("R&D") expense decreased year over year due to cost reduction initiatives, offset in
part by investments in Public Cloud and AI-related technology opportunities.

Other Expense, net

In millions 2025 2024
Interest income $ 2  $ 3 
Interest expense (7) (7)
Other (2) (5)
Other expense, net $ (7) $ (9)

Other expense, net in the third quarter of 2025 and 2024 is comprised primarily of interest expense on long-term debt and finance leases, losses
resulting from foreign currency transactions, as well as benefit costs on our pension and postemployment plans, partially offset by interest
income earned on our cash and cash equivalents. Other expense is down $2 million year-over-year primarily due to lower losses in foreign
currency exchange rate fluctuations as compared to the prior period.

Provision for 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.
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The effective tax rates for the three months ended September 30, 2025 and 2024 were as follows:

2025 2024
Effective tax rate 25.9 % 31.9 %

For the three months ended September 30, 2025 and 2024, the Company had no material discrete tax adjustments.

On July 4, 2025, the One Big Beautiful Bill Act (“OBBBA”) was enacted. The OBBBA makes permanent key elements of the Tax Cuts and Jobs
Act of 2017, including 100% bonus depreciation, domestic research cost expensing and the business interest expense limitation, among other tax
changes. While the Company continues to assess the impact of the tax provisions and elections available under the OBBBA on its consolidated
financial statements, the Company currently believes that the tax provisions of the legislation are not expected to have a material impact on the
Company’s effective tax rate and statement of operations.

Effective January 1, 2024, many jurisdictions where we conduct business, including several European Union members and G20 countries, have
enacted a 15% global minimum tax on the income generated in each of the jurisdictions in which we operate, referred to as "Pillar Two" of the
Global Anti-Base Erosion rules framework that was undertaken by the Organization for Economic Co-operation and Development ("OECD").
We are continuing to monitor developments and evaluate the impacts of the Pillar Two rules; we do not expect the Pillar Two rules to have a
material impact to our annual effective tax rate.

We expect that a majority of our foreign earnings will be repatriated to the U.S. As a result, the effective tax rates in the periods presented are
largely based upon the forecasted pre-tax earnings mix between the U.S. and other foreign taxing jurisdictions where we conduct our business.
We estimate that the full-year effective tax rate for 2025 will be approximately 27%, which takes into consideration, among other things, the
forecasted earnings mix by jurisdiction, the estimated impact to GILTI tax, and the estimated discrete items to be recognized in 2025. We are
currently forecasting approximately $2 million of tax expense related to GILTI in our marginal effective tax rate for 2025.

The forecasted tax rate is based on the foreign profits being taxed at an overall effective tax rate of approximately 20%, as compared to the U.S.
federal statutory tax rate of 21%.

Revenue and Gross Profit by Operating Segment

On August 5, 2024, Teradata announced that it realigned its sales function and initiated global restructuring to optimize operations. Due to these
organizational changes, Teradata now manages its business under two segments, which are also the Company’s operating segments: (1) Product
Sales and (2) Consulting Services. Teradata’s Product Sales segment represents the results for the Recurring Revenue and Perpetual Software
Licenses, Hardware and Other line items and the Consulting Services segment represents the Consulting Services line item, each as disclosed in
the Company’s financial statements and in the tables in this Form 10-Q. As the revenue and gross margin trends for these business categories are
already discussed in the sections above, there is no separate segment discussion presented here. Our segment information is presented in Note 12
of Notes to Condensed Consolidated Financial Statements (Unaudited).
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Results of Operations for the Nine Months Ended September 30, 2025

Compared to the Nine Months Ended September 30, 2024

Revenue

% of % of
In millions 2025 Revenue 2024 Revenue
Recurring $ 1,078  86.8 % $ 1,128  84.1 %
Perpetual software licenses, hardware and other 16  1.3 % 20  1.5 %
Consulting services 148  11.9 % 193  14.4 %
Total revenue $ 1,242  100 % $ 1,341  100 %

Total revenue decreased $99 million, or 7%, in the first nine months of 2025, with no material impact from foreign currency fluctuations.
Recurring revenue decreased 4%. Within recurring revenue, Public Cloud revenue increased primarily due to expansions and migrations.

Revenues from perpetual software licenses, hardware and other decreased 20% year over year in the first nine months of 2025.

Consulting services revenue decreased 23% in the first nine months of 2025, with no material impact from foreign currency fluctuations. The
consulting services revenue decrease is an expected result of the lower order booking activity in the second half of 2024 and into 2025.

Gross Profit
% of % of

In millions 2025 Revenue 2024 Revenue
Recurring $ 735  68.2 % $ 795  70.5 %
Perpetual software licenses, hardware and other 4  25.0 % 2  10.0 %
Consulting services (8) (5.4)% 18  9.3 %
Total gross profit $ 731  58.9 % $ 815  60.8 %

Recurring revenue gross profit as a percentage of revenue was down from the prior year due to a higher mix of Public Cloud revenue as
compared to on-premises revenue, which was partially offset by improvements in the Public Cloud margin rate.

The increase in perpetual software licenses, hardware and other gross profit as a percentage of revenue was primarily driven by deal mix as
compared to the prior year.

Consulting services gross profit as a percentage of revenue decreased as compared to the prior year primarily due to the decrease in revenue
versus the prior-year period, which was partially offset through capacity management. We continue to refocus our consulting organization on
Vantage-oriented offerings and reduce our footprint in non-core consulting engagements.

28



Table of Contents

Operating Expenses
% of % of

In millions 2025 Revenue 2024 Revenue
Selling, general and administrative expenses $ 373  30.0 % $ 429  32.0 %
Research and development expenses 207  16.7 % 216  16.1 %
Total operating expenses $ 580  46.7 % $ 645  48.1 %

SG&A expenses decreased 13% for the first nine months of 2025 as compared to the prior year, primarily due to continued cost discipline
focused on cost reductions across the Company and lower stock-based compensation expense.

R&D expenses decreased for the first nine months of 2025 as compared to prior year, primarily due to continued cost discipline and lower stock-
based compensation expense.

Other Expense, net

In millions 2025 2024
Interest income $ 7  $ 9 
Interest expense (20) (22)
Other (13) (23)
Other expense, net $ (26) $ (36)

Other expense, net for the nine months of 2025 and 2024 is comprised primarily of interest expense on long-term debt and finance leases, losses
resulting from foreign currency transactions, and benefit costs associated with our pension and postemployment plans, partially offset by interest
income earned on our cash and cash equivalents. Other expense is lower in the first nine months of 2025 as compared to the first nine months of
2024 primarily due to $7 million lower costs resulting from foreign currency transactions compared to the prior period. Interest income is lower
primarily due to lower average interest rates during the current year as compared to the prior period.

As disclosed in Note 5 of Notes to Condensed Consolidated Financial Statements (Unaudited), during the nine months ended September 30,
2024, we entered into Blue Chip Swap transactions in order to remit cash from our Argentine operations that resulted in a pre-tax loss on
investment of $3 million that is reported in "Other" expense. During the nine months ended September 30, 2025 the Company incurred a pre-tax
loss on investment of $1 million from Blue Chip Swap transactions.

Provision for Income Taxes

The effective tax rates for the nine months ended September 30, 2025 and 2024 were as follows:

2025 2024
Effective tax rate 25.6 % 33.6 %

For the nine months ended September 30, 2025, the Company recorded $1 million of net discrete tax benefit, as the discrete tax benefit
recognized in the first quarter of 2025 related to the reversal of uncertain tax positions due to the Company's completion of the IRS audit of its
2020 tax return, was mostly offset by incremental tax expense from stock-based compensation vesting.
For the nine months ended September 30, 2024, the Company recorded $3 million of net discrete tax benefits, a majority of which related to tax
expense from stock-based compensation vesting.
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Financial Condition, Liquidity and Capital Resources

Cash provided by operating activities was $145 million, which decreased by $2 million in the nine months ended September 30, 2025 compared
to the nine months ended September 30, 2024. Teradata used approximately $20 million of cash in the first nine months of 2025 for severance
payments, as compared to $24 million in the first nine months of 2024. Teradata expects that approximately $25 to $30 million in cash will be
used during 2025 in connection with the implementation of the Restructuring discussed in Note 13 of Notes to Condensed Consolidated
Financial Statements (Unaudited).
Teradata’s management uses a financial measure called "free cash flow," which is not a measure defined under GAAP. We use free cash flow
(which we define as net cash provided by operating activities less investing activities related to capital expenditures for property and equipment
and additions to capitalized software) as one measure of assessing the financial performance of the Company, and this may differ from the
definitions used by other companies. The components that are used to calculate free cash flow are GAAP measures taken directly from the
Condensed Consolidated Statements of Cash Flows (Unaudited). We believe that free cash flow information is useful for investors because it
relates the operating cash flow of the Company to the capital that is spent to continue and improve business operations. In particular, free cash
flow indicates the amount of cash available after capital expenditures, for among other things, investments in the Company’s existing businesses,
strategic acquisitions and repurchases of Teradata common stock. Free cash flow does not represent the residual cash flow available for
discretionary expenditures since there may be other non-discretionary expenditures that are not deducted from the measure. This non-GAAP
measure should not be considered a substitute for, or superior to, cash flows from operating activities under GAAP.

The table below shows net cash provided by operating activities and net cash used in investing activities related to capital expenditures, along
with free cash flow, for the following periods:

Nine Months Ended
September 30,

In millions 2025 2024
Net cash provided by operating activities $ 145  $ 147 
Less:

Expenditures for property and equipment (10) (17)
Additions to capitalized software (1) (1)

Free cash flow $ 134  $ 129 

Financing activities and certain other investing activities, are not included in our calculation of free cash flow. As disclosed in Note 5 of Notes to
Condensed Consolidated Financial Statements (Unaudited), during the nine months ended September 30, 2024, we entered into Blue Chip Swap
transactions in order to remit cash from our Argentine operations that resulted in a pre-tax loss on investment of $3 million and a pre-tax loss of
$1 million for the nine months ended September 30, 2025, that was reported as an investing activity for cash flow purposes. There were no other
material other investing activities for the nine months ended September 30, 2025.

Teradata’s financing activities for the nine months ended September 30, 2025 and 2024 primarily consisted of cash outflows for share
repurchases and payments on our finance leases. At September 30, 2025, we had no outstanding borrowings on our $400 million Revolving
Facility (as defined below).
We have two share repurchase programs that were authorized by our Board of Directors:

• The dilution offset share repurchase program allows us to repurchase Teradata common stock to the extent (i) cash is received from the
exercise of stock options and (ii) employees' purchase Teradata stock pursuant to the Teradata Employee Stock Purchase Plan ("ESPP").
The purpose of the dilution offset share repurchase program is to offset dilution from shares issued pursuant to the exercise of stock
options and shares purchased under the ESPP.
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• Our open market share repurchase program provides for the repurchase of Teradata stock periodically on an ongoing basis in open
market transactions, through 10b5-1 programs, through accelerated share repurchase programs, in privately negotiated transactions, or
through the use of derivative instruments, in accordance with applicable securities rules regarding issuer repurchases. The open market
share repurchase program will expire on December 31, 2025. On November 1, 2021, our Board of Directors authorized an additional $1
billion for share repurchases under the open market share repurchase program. There is a total authority of $259 million remaining under
the open market share repurchase program as of September 30, 2025.

In the aggregate under the dilution offset share repurchase program and the open market share repurchase program, we repurchased
approximately 4.3 million shares of common stock at an average price per share of $23.94 in the nine months ended September 30, 2025.
Share repurchases are reported on a trade date basis. Our share repurchase activity depends on factors such as our working capital needs, our
cash requirements for capital investments, our stock price, and economic and market conditions.

Other financing activities, including net share settlement for the payroll tax liability of section 16 officers (as discussed in Item 2. Unregistered
Sales of Equity Securities and Use of Proceeds), offset by proceeds from the ESPP and the exercise of stock options, net of tax was a net inflow
of $3 million for the nine months ended September 30, 2025 and a net outflow of $1 million for the nine months ended September 30, 2024. The
ESPP proceeds are included in other financing activities, net in the Condensed Consolidated Statements of Cash Flows (Unaudited).

Our total cash and cash equivalents held outside the United States in various foreign subsidiaries was $386 million as of September 30, 2025 and
$350 million as of December 31, 2024. The remaining balance held in the U.S. was $20 million as of September 30, 2025 and $70 million as of
December 31, 2024. The Company expects that a majority of its foreign earnings will be repatriated to the U.S. Effective January 1, 2018, the
U.S. moved to a territorial system of international taxation, and as such will generally not subject future foreign earnings to U.S. taxation upon
repatriation in future years.

Management believes current cash, cash generated from operations and the $400 million available under the Credit Facility will be sufficient to
satisfy future working capital, research and development activities, capital expenditures, pension contributions, and other financing requirements
for at least the next twelve months. The Company principally holds its cash and cash equivalents in bank deposits and highly-rated money
market funds.

The Company’s ability to generate positive cash flows from operations is dependent on general economic conditions, competitive pressures, and
other business and risk factors described in the 2024 Annual Report and elsewhere in this Quarterly Report on Form 10-Q. If the Company is
unable to generate sufficient cash flows from operations, or otherwise comply with the terms of the Credit Facility or its term loan agreement,
the Company may be required to seek additional financing alternatives.

Long-term Debt. On June 28, 2022, we entered into a Credit Agreement that provides for (i) a five-year unsecured term loan in an aggregate
principal amount of $500 million (the "Term Loan"), and (ii) a five-year unsecured revolving credit facility in an aggregate principal amount of
up to $400 million, including a $50 million sublimit for the issuance of standby letters of credit and a $50 million sublimit for swingline loans
(the "Revolving Facility" and, collectively with the Term Loan, the "Credit Facility"). Our long-term debt is discussed in Note 10 of Notes to
Condensed Consolidated Financial Statements (Unaudited). In addition, as disclosed in Note 7 of Notes to Condensed Consolidated Financial
Statements (Unaudited), Teradata entered into an interest rate swap to hedge approximately 90% (or $422 million as of September 30, 2025) of
the floating interest rate of the outstanding principal of the $500 million Term Loan and a cross currency swap to hedge a portion of Euro
currency exposure of its net investment in certain foreign subsidiaries. As of September 30, 2025, the Company had no borrowings outstanding
under the Revolving Facility, leaving $400 million in borrowing capacity available under the Revolving Facility and the Term Loan principal
outstanding was $463 million.

On September 21, 2023, the Credit Agreement was amended to establish key performance indicators with respect to certain environmental,
social, and governance ("ESG") targets, pursuant to which certain positive or negative adjustments would be made to various fees and applicable
margin based on Teradata’s performance against such ESG targets.

31



Table of Contents

Contractual and Other Commercial Commitments. There has been no significant change in our contractual and other commercial
commitments as described in the 2024 Annual Report. Our commitments and contingencies are discussed in Note 8 of Notes to Condensed
Consolidated Financial Statements (Unaudited).

Critical Accounting Policies and Estimates

Our financial statements are prepared in accordance with GAAP. In connection with the preparation of these financial statements, we are
required to make assumptions, estimates and judgments that affect the reported amounts of assets, liabilities, revenues, expenses and the related
disclosure of contingent liabilities. These assumptions, estimates and judgments are based on historical experience and assumptions that are
believed to be reasonable at the time. However, because future events and their effects cannot be determined with certainty, the determination of
estimates requires the exercise of judgment. Our critical accounting policies are those that require assumptions to be made about matters that are
highly uncertain. Different estimates could have a material impact on our financial results. Judgments and uncertainties affecting the application
of these policies and estimates may result in materially different amounts being reported under different conditions or circumstances. Our
management periodically reviews these estimates and assumptions to ensure that our financial statements are presented fairly and are materially
correct. We assessed certain accounting matters that generally require consideration of forecasted financial information in context with the
information reasonably available to us as of September 30, 2025 and through the date of this report. The accounting matters assessed included,
but were not limited to, our allowance for doubtful accounts, stock-based compensation, the carrying value of our goodwill and other long-lived
assets, financial assets, valuation allowances for tax assets and revenue recognition.

In many cases, the accounting treatment of a particular transaction is specifically dictated by GAAP and does not require significant management
judgment in its application. There are also areas in which management’s judgment in selecting among available alternatives would not produce a
materially different result. The significant accounting policies and estimates that we believe are the most critical to aid in fully understanding and
evaluating our reported financial results are discussed in the 2024 Annual Report. Teradata’s senior management has reviewed these critical
accounting policies and related disclosures and determined that there were no significant changes in our critical accounting policies in the nine
months ended September 30, 2025.

New Accounting Pronouncements
See discussion in Note 2 of Notes to Condensed Consolidated Financial Statements (Unaudited) for new accounting pronouncements.

Item 3. Quantitative and Qualitative Disclosures About Market Risk.

There have not been any material changes to the market risk factors previously disclosed in Part II, Item 7A of the 2024 Annual Report.
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Item 4. Controls and Procedures.

Evaluation of Disclosure Controls and Procedures
Teradata maintains a system of disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) of the Securities Exchange Act
of 1934, as amended (the "Exchange Act")) that are designed to provide reasonable assurance that information required to be disclosed in its
reports filed or submitted under the Exchange Act is recorded, processed, summarized and reported, within the time periods specified in the
SEC’s rules and forms, and that such information is accumulated and communicated to management, including, as appropriate, the Chief
Executive Officer and the Chief Financial Officer, to allow timely decisions regarding required disclosures. In designing and evaluating the
disclosure controls and procedures, management recognizes that any controls and procedures, no matter how well designed and operated, can
provide only reasonable assurance of achieving the desired control objectives.

Based on their evaluation, our Chief Executive Officer and Chief Financial Officer concluded that, as of September 30, 2025, our disclosure
controls and procedures were effective to provide reasonable assurance that the information we are required to disclose in reports that we file or
submit under the Exchange Act is recorded, processed, summarized, and reported within the time periods specified in SEC rules and forms, and
that such information is accumulated and communicated to our management, including our Chief Executive Officer and Chief Financial Officer,
as appropriate, to allow timely decisions regarding required disclosure.

Changes in Internal Control over Financial Reporting

We implemented a new global cloud enterprise resource planning ("ERP") system which occurred in phases throughout 2024 and the first quarter
of 2025. The ERP system is designed to improve and modernize the efficiency of certain financial and related transaction processes, accurately
maintain Teradata’s financial records, enhance operational functionality, and provide timely information to our management team related to the
operation of the business. We expect that the new ERP system will enhance and modernize our overall system of internal controls over financial
reporting through further automation and integration of business processes. The Company completed pre-implementation and post-
implementation internal control monitoring associated with the ERP system launch. While Teradata believes that this new ERP system will
affect, and in some areas enhance, its internal control over financial reporting, there are inherent risks in implementing any new system, and we
will continue to evaluate these control changes as part of our assessment of the control design and effectiveness throughout 2025.

Other than the ERP implementation, there have been no changes in our internal control over financial reporting that occurred during the last
fiscal quarter ended September 30, 2025 that have materially affected, or are reasonably likely to materially affect, our internal control over
financial reporting.

Part II—OTHER INFORMATION

Item 1. Legal Proceedings.

The information required to be set forth under this Part II, Item 1 is incorporated by reference to Note 8, Commitments and Contingencies—
Legal Proceedings of the Notes to Condensed Consolidated Financial Statements (Unaudited) included in this Quarterly Report on Form 10-Q.

Item 1A. Risk Factors.

There have not been any material changes to the risk factors previously disclosed in Part I, Item IA of the 2024 Annual Report.
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Item 2. Unregistered Sales of Equity Securities and Use of Proceeds.

Purchases of Company Common Stock
From time to time, the Company's Section 16 officers sell to the Company shares of the Company's common stock received upon vesting of
restricted share units at the current market price to cover their withholding tax obligations. For the nine months ended September 30, 2025, the
total of these purchases was 276,578 shares at an average price of $24.22 per share.

The following table provides information relating to the Company’s share repurchase programs for the nine months ended September 30, 2025:

Total
Number
of Shares

Purchased

Average
Price
Paid

per Share

Total
Number
of Shares

Purchased
as Part of
Publicly

Announced
Dilution

Offset Program 

Total
Number
of Shares

Purchased
as Part of
Publicly

Announced
Open Market

Share
Repurchase
Program 

Maximum
Dollar
Value

that May
Yet Be

Purchased
Under the
Dilution

Offset Program

Maximum
Dollar
Value

that May
Yet Be

Purchased
Under the

Open Market
Share

Repurchase
ProgramMonth

January 2025 634,872  $ 31.50  —  634,872  $ 442,485  $ 331,609,730 
February 2025 514,547  $ 27.39  19,405  495,142  $ 16,209  $ 317,969,936 
March 2025 413,828  $ 23.09  218,758  195,070  $ 101,574  $ 313,419,831 
First Quarter Total 1,563,247  $ 27.92  238,163  1,325,084  $ 101,574  $ 313,419,831 
April 2025 458,523  $ 20.84  —  458,523  $ 101,574  $ 303,865,062 
May 2025 426,561  $ 22.40  —  426,561  $ 101,574  $ 294,310,306 
June 2025 412,224  $ 22.07  —  412,224  $ 101,574  $ 285,210,524 
Second Quarter Total 1,297,308  $ 21.74  —  1,297,308  $ 101,574  $ 285,210,524 
July 2025 451,179  $ 22.19  —  451,179  $ 101,574  275,200,814 
August 2025 457,139  $ 20.90  —  457,139  $ 101,574  265,647,969 
September 2025 516,254  $ 21.60  222,887  293,367  $ 124,167  259,180,240 
Third Quarter Total 1,424,572  $ 21.56  222,887  1,201,685  $ 124,167  $ 259,180,240 

(1) The dilution offset share repurchase program allows the Company to repurchase Teradata common stock to the extent of cash received from the exercise of
stock options and purchases under the ESPP to offset dilution from shares issued pursuant to these plans.

(2) The open market share repurchase program authorized by the Board allows the Company to repurchase outstanding shares of Teradata common stock.
Share repurchases made by the Company are reported on a trade date basis. The open market share repurchase program expires on December 31, 2025.

Item 3. Defaults Upon Senior Securities.

None

Item 4. Mine Safety Disclosures.

None

Item 5. Other Information.
During the three months ended September 30, 2025, no director or officer of Teradata adopted or terminated a "Rule 10b5-1 trading arrangement" or "non-Rule
10b5-1 trading arrangement," as each term is defined in Item 408(a) of Regulation S-K.

(1) (2)
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Item 6. Exhibits.

Exhibit Number
per Item 601 of
Regulation S-K Description

3.1 Amended and Restated Certificate of Incorporation of Teradata Corporation as amended and restated on September 24, 2007 (incorporated by
reference to Exhibit 3.1 to the Current Report on Form 8-K dated September 25, 2007 (SEC file number 001-33458)).

3.2 Amended and Restated By-Laws of Teradata Corporation, as amended and restated on October 31, 2022 (incorporated by reference to Exhibit 3.1
to the Current Report on Form 8-K dated November 1, 2022).

4.1 Common Stock Certificate of Teradata Corporation (incorporated by reference to Exhibit 4.1 to the Quarterly Report on Form 10-Q dated
November 13, 2007 (SEC file number 001-33458)).

31.1 Certification pursuant to Rule 13a-14(a), dated November 5, 2025.

31.2 Certification pursuant to Rule 13a-14(a), dated November 5, 2025.

32 Certification pursuant to 18 U.S.C. Section 1350 as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, dated November 5,
2025.

101.INS Inline XBRL Instance Document – the instance document does not appear in the Interactive Data File because XBRL tags are embedded within
the Inline XBRL document.

101.SCH Inline XBRL Taxonomy Extension Schema Document

101.CAL Inline XBRL Taxonomy Extension Calculation Linkbase Document

101.DEF Inline XBRL Taxonomy Extension Definition Linkbase Document

101.LAB Inline XBRL Taxonomy Extension Label Linkbase Document

101.PRE Inline XBRL Taxonomy Extension Presentation Linkbase Document

104  Cover page Interactive Data File (formatted as Inline XBRL and contained in Exhibit 101).
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned thereunto duly authorized.

 

  TERADATA CORPORATION

Date: November 5, 2025   By:   /s/ John Ederer

   
John Ederer
Chief Financial Officer
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CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO SECURITIES

EXCHANGE ACT RULE 13a-14
I, Stephen McMillan, certify that:

1. I have reviewed this quarterly report on Form 10-Q of Teradata Corporation;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:

a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

b) designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;

c) evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d) disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b) any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal
control over financial reporting.

Date: November 5, 2025 /s/ Stephen McMillan
Stephen McMillan
President and Chief Executive Officer



CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO SECURITIES

EXCHANGE ACT RULE 13a-14

I, John Ederer, certify that:

1. I have reviewed this quarterly report on Form 10-Q of Teradata Corporation;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:

a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

b) designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;

c) evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d) disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b) any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal
control over financial reporting.

Date: November 5, 2025 /s/ John Ederer
John Ederer
Chief Financial Officer



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 Teradata Corporation, a Delaware corporation (the “Company”), on Form 10-Q for the
period ended September 30, 2025 as filed with the U.S. Securities and Exchange Commission on the date hereof (the “Report”),
each of the undersigned officers of the Company does hereby certify, pursuant to 18 U.S.C. § 1350 (section 906 of the Sarbanes-
Oxley Act of 2002), that:

(1)    the Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2)       the information contained in the Report fairly presents, in all material respects, the financial condition and results of
operations of the Company.

The foregoing certification (i) is given to such officers’ knowledge, based upon such officers’ investigation as such officers
reasonably deem appropriate; and (ii) is being furnished solely pursuant to 18 U.S.C. § 1350 (section 906 of the Sarbanes-Oxley Act
of 2002) and is not being filed as part of the Report or as a separate disclosure document.

Date: November 5, 2025 /s/ Stephen McMillan

Stephen McMillan
President and Chief Executive Officer

Date: November 5, 2025 /s/ John Ederer
John Ederer
Chief Financial Officer

A signed original of this written statement required by Section 906, or other document authenticating, acknowledging, or otherwise adopting the signatures that
appear in typed form within the electronic version of this written statement required by Section 906, has been provided to Teradata Corporation and will be

retained by Teradata Corporation and furnished to the United States Securities and Exchange Commission or its staff upon request.


