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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

(Mark One)

X QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the quarterly period ended October 3, 2010

OR

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

For the transition period from to

Commission File No. 001-06462

TERADYNE, INC.

(Exact name of registrant as specified in its charter)
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Massachusetts 04-2272148
(State or Other Jurisdiction of (LR.S. Employer
Incorporation or Organization) Identification No.)
600 Riverpark Drive, North Reading, Massachusetts 01864
(Address of Principal Executive Offices) (Zip Code)

978-370-2700

(Registrant s Telephone Number, Including Area Code)

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

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (232.405 of this chapter) during the preceding 12 months (or
for such shorter period that the registrant was required to submit and post such files) Yes x No ~

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

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

The number of shares outstanding of the registrant s only class of Common Stock as of November 8, 2010 was 181,400,000 shares.
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Item 1: Financial Statements

Current assets:
Cash and cash equivalents
Marketable securities

Accounts receivable, net of allowance for doubtful accounts of $3,754 and $3,770 at October 3, 2010 and December 31,

20009, respectively
Inventories:

Parts

Assemblies in process
Finished goods

Deferred tax assets
Prepayments and other current assets

Total current assets
Property, plant, and equipment, at cost
Less: accumulated depreciation

Net property, plant, and equipment
Long-term marketable securities
Intangible assets, net

Retirement Plan assets

Other assets

Total assets

Current liabilities:
Accounts payable

PART I

TERADYNE, INC.

CONDENSED CONSOLIDATED BALANCE SHEETS

(Unaudited)

ASSETS

LIABILITIES

Accrued employees compensation and withholdings

Deferred revenue and customer advances

Other accrued liabilities
Accrued income taxes
Current debt

Total current liabilities

Long-term deferred revenue and customer advances

Retirement plans liabilities
Deferred tax liabilities

Table of Contents

October 3,
2010

December 31,
2009

(in thousands,
except per share amounts)

$ 433915
263,881

306,522

67,748
24,426
10,674

102,848
20,017
60,920

1,188,103
779,616
547,268

232,348
201,486
130,231
23,405
16,038

$ 1,791,611

$ 133,330
91,780
101,584
57,566
14,625
2,397

401,282
80,818
68,663
10,271

$ 416,737
46,933

125,236

43,691
37,161
9,984

90,836
18,944
63,606

762,292
782,407
536,045

246,362
55,130
152,192

19,361

$ 1,235,337

$ 66,765
55,356
104,439
54,640

2,157

283,357
2,318
115,101
8,041
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Long-term other accrued liabilities 15,954
Long-term debt 147,287
Total liabilities 724,275

Commitments and contingencies (Note N)
SHAREHOLDERS EQUITY
Common stock, $0.125 par value, 1,000,000 shares authorized, 181,327 shares and 174,908 shares issued and

outstanding at October 3, 2010 and December 31, 2009, respectively 22,666
Additional paid-in capital 1,260,911
Accumulated other comprehensive loss (114,225)
Accumulated deficit (102,016)
Total shareholders equity 1,067,336
Total liabilities and shareholders equity $1,791,611

The accompanying notes, together with the Notes to Consolidated Financial Statements included in Teradyne s

Annual Report on Form 10-K for the year ended December 31, 2009, are an integral part of the condensed

consolidated financial statements.
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$

20,841
141,100

570,758

21,864

1,202,426
(138,105)
(421,606)

664,579

1,235,337
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TERADYNE, INC.

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

Net revenues:
Products
Services

Total net revenues
Cost of revenues:
Cost of products
Cost of services

Total cost of revenues

Gross profit

Operating expenses:

Engineering and development

Selling and administrative

Acquired intangible asset amortization
Restructuring and other, net

Total operating expenses

Income (loss) from operations
Interest income
Interest expense and other

Income (loss) before income taxes
Income tax provision (benefit)

Net income (loss)

Net income (loss) per common share:
Basic

Diluted

Weighted average common share basic

Weighted average common share diluted

Table of Contents

(Unaudited)

For the Three Months For the Nine Months
Ended Ended
October 3, October 4, October 3, October 4,
2010 2009 2010 2009

(in thousands, except per share amounts)

$436,274 $ 205,304 $

65,812 56,858
502,086 262,162
191,860 125,116
34,451 30,291
226,311 155,407
275,775 106,755
50,122 38,266
61,109 46,314
7,291 8,214
(859) 5,189
117,663 97,983
158,112 8,772
1,466 1,003

(5,562) (4,600)
154,016 5,175

6,676 (1,500)

$ 147,340 $ 6,675 $

$ 081 $ 004 $

$ 0.66 $ 004 $

181,239 174,495

229,389 180,792

1,095,625
190,860

1,286,485

482,715
100,148

582,863

703,622

149,567
175,323
21,960
2,105

348,955

354,667
5,990
(20,019)

340,638
21,049

319,589

1.78

1.45

179,365

229,069

$ 385,187
167,163

552,350

273,911
91,195

365,106

187,244

123,915
148,944
24,667
36,424

333,950

(146,706)
2,920
(18,475)

(162,261)
(11,500)

$ (150,761)

$ (0.87)

$ (0.87)

173,216

173,216
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The accompanying notes, together with the Notes to Consolidated Financial Statements included in Teradyne s
Annual Report on Form 10-K for the year ended December 31, 2009, are an integral part of the condensed

consolidated financial statements.
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TERADYNE, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)

Cash flows from operating activities:

Net income (loss)

Adjustments to reconcile net income (loss) to net cash provided by operating activities:
Depreciation

Amortization

Stock-based compensation

Provision for excess and obsolete inventory

Loss on sale and impairment of marketable securities, net

Non-cash charge for sale of inventories revalued at the date of acquisition
Revolving credit facility issue costs

Deferred taxes

Other

Changes in operating assets and liabilities, net of businesses acquired:
Accounts receivable

Inventories

Other assets

Deferred revenue and customer advances

Accounts payable and accrued expenses

Retirement plan contributions

Accrued income taxes

Net cash provided by operating activities

Cash flows from investing activities:

Purchases of property, plant and equipment

Purchases of available-for-sale marketable securities

Proceeds from sales of available-for-sale marketable securities
Proceeds from sales of trading marketable securities

Proceeds from life insurance

Acquisition of businesses, net of cash acquired

Net cash used for investing activities

Cash flows from financing activities:

Issuance of common stock under employee stock option and stock purchase plans
Payments of long-term debt

Proceeds from long-term debt

Repayment of revolving credit facility principal

Net cash provided by financing activities
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For the Nine Months

Ended
October 3,
2010

October 4,
2009

(in thousands)

$ 319,589

40,055
34,740
23,365
5,403
398

(460)
1,643

(181,286)
10,794
896
75,645
95,460

(50,849)
14,625

390,018
(53,959)
(478,260)

94,846

23,750
1,091

(412,532)

42,225
(2,305)

39,920

$ (150,761)

45,717
33,249
18,268
23,681
2,000
10,863
2,488
(6,258)
1,696

(30,022)
45911

(4,685)
67,921
1,810

(5,718)

56,160

(26,583)
(31,470)
23,085

1,076
(3,741)

(37,633)

15,256
(1,069)

172,914
(122,500)

64,601
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Effect of exchange rate changes on cash and cash equivalents

Increase in cash and cash equivalents
Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

The accompanying notes, together with the Notes to Consolidated Financial Statements included in Teradyne s

(228)

17,178
416,737

$ 433,915

Annual Report on Form 10-K for the year ended December 31, 2009, are an integral part of the condensed

Table of Contents

consolidated financial statements.

908

84,036
322,705

$ 406,741
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TERADYNE, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
A. The Company

Teradyne, Inc. ( Teradyne ) is a leading global supplier of automatic test equipment. Teradyne s automatic test equipment products and services
include:

semiconductor test ( Semiconductor Test ) systems; and

military/aerospace ( Mil/Aero ) test instrumentation and systems, hard disk drive test ( HDD ) systems, circuit-board test and inspection
( Commercial Board Test ) systems, and automotive diagnostic and test ( Diagnostic Solutions ) systems (collectively these products
represent Systems Test Group ).

B. Accounting Policies

Basis of Presentation

The condensed consolidated interim financial statements include the accounts of Teradyne and its subsidiaries. All significant intercompany
balances and transactions have been eliminated. These interim financial statements are unaudited and reflect all normal recurring adjustments

that are, in the opinion of management, necessary for the fair presentation of such interim financial statements. Certain prior year s amounts were
reclassified to conform to the current year presentation. The December 31, 2009 condensed consolidated balance sheet data was derived from
audited financial statements, but does not include all disclosures required by accounting principles generally accepted in the United States of
America.

The accompanying financial information should be read in conjunction with the consolidated financial statements and notes thereto contained in
Teradyne s Annual Report on Form 10-K, filed with the SEC on March 1, 2010 for the year ended December 31, 2009.

Preparation of Financial Statements

The preparation of consolidated financial statements requires management to make estimates and judgments that affect the amounts reported in
the financial statements. Actual results may differ significantly from these estimates.

Revenue Recognition

In October 2009, the Financial Accounting Standards Board ( FASB ) amended the accounting standards for revenue recognition to remove
tangible products containing non-software and software components that function together to deliver the product s essential functionality from
the scope of industry-specific software revenue recognition guidance. In October 2009, the FASB also amended the accounting standards for
arrangements with multiple deliverables. Teradyne elected to early adopt this accounting guidance at the beginning of its first quarter of 2010 on
a prospective basis. Adoption had no material impact on Teradyne s financial position or results of operations in the three and nine months ended
October 3, 2010.

Teradyne recognizes revenue when there is persuasive evidence of an arrangement, title and risk of loss have passed, delivery has occurred or
the services have been rendered, the sales price is fixed or determinable and collection of the related receivable is reasonably assured. Title and
risk of loss generally pass to Teradyne s customers upon shipment or at delivery destination point. In circumstances where either title or risk of
loss pass upon destination, acceptance or cash payment, Teradyne defers revenue recognition until such events occur.

Table of Contents 10
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Teradyne s equipment has non-software and software components that function together to deliver the equipment s essential functionality.
Revenue is recognized upon shipment or at delivery destination point, provided that customer acceptance criteria can be demonstrated prior to
shipment. Certain contracts require Teradyne to perform tests of the product to ensure that performance meets the published product
specifications or customer requested specifications, which are generally conducted prior to shipment. Where the criteria cannot be demonstrated
prior to shipment, revenue is deferred until customer acceptance has been received. Teradyne also defers the portion of the sales price that is not
due until acceptance, which represents deferred profit.

Table of Contents 11
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TERADYNE, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

For multiple element arrangements, Teradyne allocates revenue to all deliverables based on their relative selling prices. In such circumstances, a
hierarchy is used to determine the selling price for allocating revenue to deliverables as follows: (i) vendor-specific objective evidence of selling
price ( VSOE ), (ii) third-party evidence of selling price ( TPE ), and (iii) best estimate of the selling price ( BESP ). For a delivered item to be
considered a separate unit, the delivered item must have value to the customer on a standalone basis and the delivery or performance of the
undelivered item must be considered probable and substantially in the control of Teradyne.

Teradyne s post-shipment obligations include installation, training services, one-year standard warranties, and extended warranties. Installation
does not alter the product capabilities, does not require specialized skills or tools and can be performed by the customers or other vendors.
Installation is typically provided within five days of product shipment and is completed within one to two days thereafter. Training services are
optional and do not affect the customers ability to use the product. Teradyne defers revenue for the selling price of installation and training.

C. Recently Issued Accounting Pronouncements

In March 2010, FASB issued an Accounting Standards Update ( ASU ) 2010-17, Milestone Method of Revenue Recognition ,to Accounting
Standards Codification ( ASC ) 605, Revenue Recognition. The guidance in this consensus allows the milestone method as an acceptable
revenue recognition methodology when an arrangement includes substantive milestones. The guidance provides a definition of substantive
milestone and should be applied regardless of whether the arrangement includes single or multiple deliverables or units of accounting. The scope
of this consensus is limited to the transactions involving milestones relating to research and development deliverables. The guidance includes
enhanced disclosure requirements about each arrangement, individual milestones and related contingent consideration, information about
substantive milestones and factors considered in the determination. The consensus is effective prospectively to milestones achieved in fiscal
years, and interim periods within those years, after June 15, 2010. Early application and retrospective application are permitted. Teradyne will
adopt this final consensus prospectively in January 2011 and the adoption is not expected to have a material impact on Teradyne s financial
position or results of operations.

D. Financial Instruments and Derivatives
Financial Instruments

Teradyne uses the market and income approach to value its financial instruments and there was no change in valuation techniques used by
Teradyne during the nine months ended October 3, 2010 and October 4, 2009. As defined in ASC 820-10, Fair Value Measurements and
Disclosures , fair value is the price that would be received from the sale of an asset or paid to transfer a liability in an orderly transaction
between market participants. ASC 820-10 requires that assets and liabilities are carried at fair value and are classified in one of the following
three categories:

Level 1: Quoted prices in active markets for identical assets as of the reporting date.

Level 2: Inputs other than Level 1, that are observable either directly or indirectly as of the reporting date. For example, a common approach for
valuing fixed income securities is the use of matrix pricing. Matrix pricing is a mathematical technique used to value securities by relying on the
securities relationship to other benchmark quoted prices.

Level 3: Unobservable inputs that are not supported by market data. Unobservable inputs are developed based on the best information available,
which might include Teradyne s own data.

Table of Contents 12
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TERADYNE, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

For the right to sell the auction rate securities, held by Teradyne, back to UBS ( UBS Put ), Teradyne elected fair value treatment under ASC
825-10, Financial Instruments. The UBS Put was the only instrument of this nature or type that Teradyne held and for which Teradyne has
elected the fair value option under ASC 825-10. The UBS Put was exercised in June 2010.

In January 2010, FASB issued ASU 2010-6, Improving Disclosures about Fair Value Measurement , which requires interim disclosures
regarding significant transfers in and out of Level 1 and Level 2 fair value measurements. Additionally, this ASU requires disclosure for each
class of assets and liabilities and disclosures about the valuation techniques and inputs used to measure fair value for both recurring and
non-recurring fair value measurements. These disclosures are required for fair value measurements that fall in either Level 2 or Level 3. Further,
the ASU requires separate presentation of Level 3 activity for the fair value measurements. Teradyne adopted the interim disclosure
requirements under this ASU during the quarter ended April 4, 2010, with the exception of the separate presentation in the Level 3 activity
rollforward, which is not effective until fiscal years beginning after December 15, 2010 and for interim periods within those fiscal years.

During the nine months ended October 3, 2010, there were no significant transfers in and out of Level 1 and Level 2.

The following table sets forth by fair value hierarchy Teradyne s financial assets and liabilities that were measured at fair value on a recurring
basis as of October 3, 2010 and December 31, 2009.

October 3, 2010

Quoted Prices
in Active
Markets Significant
for Other Significant
Identical Observable Unobservable
Instruments Inputs Inputs
(Level 1) (Level 2) (Level 3) Total
(in thousands)

Assets
Available for sale securities:
Money market funds $ 247,596 $ $ $ 247,596
U.S. government agency securities 216,668 216,668
U.S. Treasury securities 110,260 110,260
Corporate debt securities 70,456 70,456
Municipal bonds 55,368 55,368
Commercial paper 51,564 51,564
Certificates of deposit and time deposits 11,683 11,683
Equity and debt mutual funds 7,423 7,423
Non-U.S. government securities 283 283
Total 365,562 405,739 771,301
Trading securities:
Auction rate securities 2,786 2,786
Derivatives 280 280
Total $ 365,562 $ 406,019 $ 2,786 $ 774,367

Table of Contents 13
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TERADYNE, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Reported as follows:

(Level 1) (Level 2) (Level 3) Total
(in thousands)
Assets
Cash and cash equivalents $ 247,596 $ 61,124 $ $ 308,720
Marketable securities 57,740 206,141 263,881
Long-term marketable securities 60,226 138,474 2,786 201,486
Prepayments and other current assets 280 280
$ 365,562 $ 406,019 $ 2,786 $ 774,367
December 31, 2009
Quoted Prices
in Active
Markets Significant
for Other Significant
Identical Observable Unobservable
Instruments Inputs Inputs
(Level 1) (Level 2) (Level 3) Total
(in thousands)
Assets
Available for sale securities:
Money market funds $284,236 $ $ $284,236
Corporate debt securities 21,224 21,224
U.S. government agency securities 16,418 16,418
Certificates of deposit and time deposits 15,855 15,855
U.S. Treasury securities 12,010 12,010
Commercial paper 8,245 8,245
Equity and debt mutual funds 7,499 7,499
Municipal bonds 528 528
Non-U.S. government securities 287 287
Total 304,032 62,270 366,302
Trading securities:
Auction rate securities 23,649 23,649
UBS Put 2,830 2,830
Total $ 304,032 $ 62,270 $ 26,479 $ 392,781
Liabilities
Derivatives $ $ 143 $ $ 143
Total $ $ 143 $ $ 143

Table of Contents
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TERADYNE, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Reported as follows:

Assets

Cash and cash equivalents
Marketable securities
Long-term marketable securities
Other assets

Liabilities
Other accrued liabilities

(Level 1) (Level 2) (Level 3) Total
(in thousands)

$ 284,237 $ 3,651 $ $287,888
8,001 38,932 46,933
11,794 19,687 23,649 55,130
2,830 2,830

$ 304,032 $62,270 $26,479 $392,781

$ $ 143 $ $ 143

The following table represents changes in the fair value of Level 3 financial assets:

Balance at beginning of period

Sale of auction rate securities

Change in unrealized gain included in interest income

Change in unrealized loss included in interest expense and other

Balance at end of period

Balance at beginning of period

Sale of auction rate securities and exercise of UBS Put

Change in unrealized gain included in interest income

Change in unrealized loss included in interest expense and other

Balance at end of period

Table of Contents

For the Three Months Ended
October 3, 2010 October 4, 2009

Long-Term
Long-Term Auction
Auction Rate Rate
Securities UBS Put Securities UBS Put
(in thousands)
$ 2,836 $ $ 26,186 $ 3,070
(50) (550)
388
(128)
$ 2,786 $ $26,024 $ 2,942

Long-Term
Auction Rate
Securities

$ 23,649
(21,063)
200

$ 2,786

For the Nine Months Ended
October 3, 2010

October 4, 2009
Long-Term
Auction Rate
UBS Put Securities UBS Put
(in thousands)

$ 2,830 $ 25,968 $ 3,330

(2,687) (550)
1,053
(143) (447) (388)
$ $ 26,024 $ 2,942

17
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During the nine months ended October 3, 2010, Teradyne recorded a net loss of $0.4 million from sales of marketable securities and exercise of
UBS Put. During the nine months ended October 4, 2009, Teradyne recorded a net loss of $1.3 million from sales of marketable securities.

During the nine months ended October 4, 2009, Teradyne determined that it did not intend to hold certain marketable securities for a period of
time sufficient to allow for recovery in market value and recognized an other-than-temporary impairment loss in the amount of $0.7 million.

Realized losses from sale of marketable securities, decreases in auction rate securities fair value and other-than-temporary impairment losses are
included in interest expense and other. Increases in auction rate securities fair value are included in interest income.

10
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

TERADYNE, INC.

The carrying amounts and fair values of financial instruments at October 3, 2010 and December 31, 2009 are as follows:

October 3, 2010 December 31, 2009
Fair Fair
Carrying Value Value Carrying Value Value
(in thousands)

Cash equivalents $ 308,720 $ 308,720 $ 287,888 $ 287,888
Marketable securities 465,367 465,367 102,063 102,063
UBS Put 2,830 2,830
Convertible debt(1) 141,297 412,063 133,554 392,113
Japan loan 8,387 8,387 9,703 9,703

(1) The carrying value represents the bifurcated debt component only, while the fair value is based on quoted market prices for the

convertible note which includes the equity conversion feature.
The fair values of cash, accounts receivable, net and accounts payable approximate the carrying amount due to the short term maturities of these

instruments.

The following table summarizes available-for-sale marketable securities which are recorded at fair value:

Money market funds

U.S. government agency securities

U.S. Treasury securities

Corporate debt securities

Municipal bonds

Commercial paper

Certificates of deposit and time deposits
Equity and debt mutual funds

Non-U.S. government securities

Table of Contents

Cost

$ 247,596
216,128
109,995

70,188
55,368
51,576
11,675
6,715
266

$ 769,507

11

October 3, 2010
Available-for-Sale

Unrealized Unrealized Fair Market

Gain (Loss) Value
(in thousands)

$ $ $ 247,596

548 ®) 216,668

265 110,260

271 3) 70,456

2 2) 55,368

(12) 51,564

8 11,683

801 93) 7,423

17 283

$ 1912 $  (118) $ 771,301

Fair Market
Value of Investments
with Unrealized
Losses

22,064
4,976
13,836
9,975

874

$ 51,725
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Reported as follows:

Cash and cash equivalents
Marketable securities
Long-term marketable securities

Money market funds

Corporate debt securities

U.S. government agency securities
Certificates of deposit and time deposits
U.S. Treasury securities

Commercial paper

Equity and debt mutual funds
Municipal bonds

Non-U.S. government securities

Reported as follows:

Cash and cash equivalents
Short-term marketable securities
Long-term marketable securities
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TERADYNE, INC.

Cost

$ 308,721
263,702
197,084

$ 769,507

Cost

$ 284,236
21,243
16,418
15,854
12,014

8,246
7,430
532
269

$ 366,242

Cost

$ 287,888
46,928
31,426

$ 366,242

Unrealized Unrealized Fair Market
Gain (Loss) Value
(in thousands)
$ 1 $ 2) $ 308,720
193 (14) 263,881
1,718 (102) 198,700
$ 1,912 $  (118) $ 771,301
December 31, 2009
Available-for-Sale
Unrealized Unrealized Fair Market
Gain (Loss) Value
(in thousands)
$ $ $ 284,236
11 (30) 21,224
o) 16,418
1 15,855
4) 12,010
(D) 8,245
622 (553) 7,499
4) 528
18 287
$ 657 $  (597) $ 366,302
Unrealized Unrealized Fair Market
Gain (Loss) Value
(in thousands)
$ $ $ 287,888
7 2) 46,933
650 (595) 31,481
$ 657 $ (597) $ 366,302

Fair Market
Value of Investments
with Unrealized Losses

$ 13,836

19,537

18,352

$ 51,725
Fair Market

Value of Investments
with Unrealized
Losses

11,091
6,155

10,508
2,397
4,139

528

$ 34,818

Fair Market
Value of Investments
with Unrealized Losses

$
16,425
18,393
$ 34,818

20
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On a quarterly basis, Teradyne reviews its investments to identify and evaluate those that have an indication of a potential other-than-temporary
impairment. Factors considered in determining whether a loss is other-than-temporary include:

The length of time and the extent to which the market value has been less than cost;

The financial condition and near-term prospects of the issuer; and

The intent and ability to retain the investment in the issuer for a period of time sufficient to allow for any anticipated recovery in
market value.
As of October 3, 2010 and December 31, 2009, the fair market value of investments with unrealized losses totaled $51.7 million and $34.8
million, respectively. Teradyne determined that the unrealized losses in the amount of $0.1 million and $0.6 million, respectively, related to
these investments are temporary.
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Derivatives

Teradyne conducts business in a number of foreign countries, with certain transactions denominated in local currencies. The purpose of
Teradyne s foreign currency management is to minimize the effect of exchange rate fluctuations on certain foreign denominated net monetary
assets. Teradyne does not use derivative financial instruments for trading or speculative purposes.

To minimize the effect of exchange rate fluctuations associated with the remeasurement of net monetary assets denominated in foreign
currencies, Teradyne enters into foreign currency forward contracts. The change in fair value of these derivatives is recorded directly in
earnings, and is used to offset the change in fair value of the net monetary assets denominated in foreign currencies.

The notional amount of foreign exchange contracts hedging monetary assets and liabilities denominated in foreign currencies was $59.6 million
and $56.9 million at October 3, 2010 and December 31, 2009, respectively.

The following table summarizes the fair value of derivative instruments as of October 3, 2010 and December 31, 2009.

October 3, December 31,
Balance Sheet Location 2010 2009
(in thousands)
Derivatives not designated as hedging

instruments:
Foreign exchange contracts Prepayments and other current assets $280 $
Foreign exchange contracts Other accrued liabilities 143

$280 $ 143

The following table summarizes the effect of derivative instruments in the statement of operations recognized during the three and nine months
ended October 3, 2010 and October 4, 2009. The table does not reflect the corresponding gain (loss) from the hedged balance sheet.

For the Three Months For the Nine Months
Location of Gains (Losses) Ended Ended
Recognized in Statement October 3, October 4, October 3, October 4,
of Operations 2010 2009 2010 2009

(in thousands)
Derivatives not designated as hedging
instruments:
Foreign exchange contracts Interest expense and other $209 $ 402 $@1,054) $ 1,241

$209 $ “02) $(1,054) $ 1,241
See Debt footnote E regarding derivatives related to convertible senior notes.

E. Debt
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Loan Agreement

On March 31, 2009, Teradyne K.K., Teradyne s wholly-owned subsidiary in Japan, entered into a loan agreement with a local bank in Japan to
borrow approximately $10.0 million. The loan has a term of 5 years and
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a fixed interest rate of 1.4%. Approximately $6.0 million of the loan is collateralized by a real estate mortgage on Teradyne K.K. s building and
land in Kumamoto, Japan and approximately $4.0 million is unsecured. Teradyne, Inc. has guaranteed payment of the loan obligation. The loan
is amortized over the term of the loan with semiannual principal payments of approximately $1.0 million payable on September 30 and

March 30 each year. At October 3, 2010, approximately $2.4 million of the outstanding loan principal is included in current debt and
approximately $6.0 million is classified as long-term debt.

Convertible Senior Notes

On March 31, 2009, Teradyne entered into an underwriting agreement regarding a public offering of $175 million aggregate principal amount of
4.50% convertible senior notes due March 15, 2014 (the Notes ). On April 1, 2009, the underwriters exercised their option to purchase an
additional $15 million aggregate principal amount of the Notes for a total aggregate principal amount of $190 million. The Notes bear interest at
arate of 4.50% per annum, payable semi-annually in arrears on March 15 and September 15 of each year, beginning on September 15, 2009.
The Notes will mature on March 15, 2014, unless earlier repurchased by Teradyne or converted. The Notes are senior unsecured obligations and
rank equally with all of Teradyne s existing and future senior debt and senior to any of Teradyne s subordinated debt.

The Notes may be converted, under certain circumstances and during certain periods, at an initial conversion rate of approximately 182.65
shares of Teradyne s common stock per $1,000 principal amount of Notes, which is equivalent to an initial conversion price of approximately
$5.48, a 25% conversion premium based on the last reported sale price of $4.38 per share of Teradyne s common stock on March 31, 2009. The
conversion rate is subject to adjustment in certain circumstances.

Holders may convert their Notes at their option prior to the close of business on the business day immediately preceding December 15, 2013,
under the following circumstances: (1) during the five business-day period after any five consecutive trading day period (the measurement
period ) in which the price per Note for each day of that measurement period was less than 98% of the product of the last reported sale price of
Teradyne s common stock and the conversion rate for such date; (2) during any calendar quarter, if the last reported sale price of Teradyne s
common stock for 20 or more trading days in a period of 30 consecutive trading days ending on the last trading day of the immediately
preceding calendar quarter exceeds 130% of the applicable conversion price in effect on the last trading day of the immediately preceding
calendar quarter; or (3) upon the occurrence of certain specified events. Additionally, the Notes are convertible during the last three months prior
to the March 15, 2014 maturity date. Upon conversion, holders will receive, at Teradyne s option, shares of Teradyne common stock, cash or a
combination of cash and shares of Teradyne common stock, subject to Teradyne s option to irrevocably elect to settle all future conversions in
cash up to the principal amount of the Notes and shares of common stock for any excess.

During the three months ended October 3, 2010, the following circumstance that allows holders to convert their Notes at their option prior to
December 15, 2013 occurred: the last reported sale price of Teradyne s common stock for 20 or more trading days in a period of 30 consecutive
trading days ending on the last trading day of the immediately preceding calendar quarter exceeded 130% of the conversion price in effect on the
last trading day of the immediately preceding calendar quarter. As of November 10, 2010, no holders have exercised their option to convert their
Notes.

Teradyne may not redeem the Notes prior to their maturity. Holders of the Notes may require Teradyne to purchase in cash all or a portion of
their Notes at a price equal to 100% of the principal amount, plus accrued and unpaid interest, upon the occurrence of certain fundamental
changes involving Teradyne (which include, among
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others, the liquidation or dissolution of Teradyne, the acquisition of 50% or more of the total voting shares of Teradyne, certain mergers and
consolidations, and the delisting of Teradyne s stock).

Concurrently with the offering of the Notes, Teradyne entered into a convertible note hedge transaction with a strike price equal to the initial
conversion price of the Notes, or approximately $5.48. The convertible note hedge allows Teradyne to receive shares of its common stock and/or
cash related to the excess conversion value that it would pay to the holders of the Notes upon conversion. The convertible note hedges will
cover, subject to customary antidilution adjustments, approximately 34,703,196 shares of Teradyne s common stock. Teradyne paid
approximately $64.6 million for the convertible note hedges.

Separately, Teradyne entered into a warrant transaction with a strike price of approximately $7.67 per share, which is 75% higher than the
closing price of Teradyne s common stock on March 31, 2009. The warrants will be net share settled and will cover, subject to customary
antidilution adjustments, approximately 34,703,196 