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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
FORM 10-K
(Mark One)
b Annual report pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
For the fiscal year ended December 31, 2009
Or
o Transition report pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
For the transition period from to
Commission File Number: 0-16617
ALTERA CORPORATION
(Exact Name of Registrant as Specified in its Charter)
Delaware 77-0016691
(State or Other Jurisdiction of (I.R.S. Employer
Incorporation or Organization) Identification No.)
101 Innovation Drive, San Jose, California 95134
(Address of Principal Executive Offices) (Zip Code)

Registrant s Telephone Number, Including Area Code:
(408) 544-7000
Securities registered pursuant to Section 12(b) of the Act:
Common Stock, $0.001 par value per share
(Title of Class)
Name of Each Exchange on which registered:
The NASDAQ Global Select Market
Securities registered pursuant to Section 12(g) of the Act:
None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.
Yes o No p

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Act. Yeso No p

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

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained
herein, and will not be contained, to the best of registrant s knowledge, in definitive proxy or information statements
incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K. o
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Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated
filer, or a smaller reporting company. See the definitions of large accelerated filer, accelerated filer and smaller
reporting company in Rule 12b-2 of the Exchange Act.

Large accelerated filer p Accelerated filer o Non-accelerated filer o Smaller reporting company o
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). Yes o No b
The aggregate market value of the registrant s common stock held by non-affiliates of the registrant was approximately
$4,067,455,979 as of June 26, 2009 based upon the closing sale price on the NASDAQ Global Select Market for that
date. For purposes of this disclosure, shares of common stock held by persons who hold more than 5% of the
outstanding shares of common stock and shares held by executive officers and directors of the registrant have been
excluded because such persons may be deemed affiliates. This determination is not necessarily conclusive.
There were 297,388,263 shares of the registrant s common stock, $0.001 par value per share, issued and outstanding as
of January 29, 2010.

DOCUMENTS INCORPORATED BY REFERENCE
Item 5 of Part II, Items 10, 11, 12, 13, and 14 of Part III incorporate information by reference from the Proxy
Statement for the Annual Meeting of Stockholders which will be held on May 6, 2010 at 1:30 p.m. local time, at
Altera s offices at 101 Innovation Drive, San Jose, California.
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FORWARD-LOOKING STATEMENTS
This report and certain information incorporated herein by reference contains forward-looking statements, which are
provided under the safe harbor protection of the Private Securities Litigation Reform Act of 1995.
Forward-looking statements are generally written in the future tense and/or are preceded by words such as will,
may, should, could, expect, suggest, believe, anticipate, intend,  plan, or other similar
words. Forward-looking statements include statements regarding:
the growth prospects of the semiconductor industry and PLD market, including the FPGA and CPLD
product sub-segments (see Item 1: Business Strategy and Competition and Item 7: Management s
Discussion and Analysis of Financial Condition and Results of Operations  Executive Overview );
trends in our future sales, including our opportunities for growth by displacing ASICs, ASSPs and other
fixed chip alternatives (see Item 1: Business Strategy and Competition and Item 7: Management s
Discussion and Analysis of Financial Condition and Results of Operations  Executive Overview );
the commercial success of our new products (see Item 1: Business and Item 7: Management s
Discussion and Analysis of Financial Condition and Results of Operations  Executive Overview );
our market share in relation to competitors (see Item 1: Business and Item 7: Management s
Discussion and Analysis of Financial Condition and Results of Operations  Executive Overview );
the timing of initial shipments of our Cyclone IV FPGAs (see Item 1: Business );
the risk of exposure to product liability claims (see Item I1A: Risk Factors We may be subject to product
liability claims );
our plan to continue making purchases under the stock purchase program (see Item 5: Market for
Registrant s Common Equity, Related Stockholder Matters, and Issuer Purchase of Equity Securities );
our ability to weather the economic downturn (see Item 7: Management s Discussion and Analysis of
Financial Condition and Results of Operations Executive Overview );
the opportunities to further expand our position outside of the United States (see Item 7: Management s
Discussion and Analysis of Financial Condition and Results of Operations  Executive Overview );
our research and development costs and efforts (see Item 7: Management s Discussion and Analysis of
Financial Condition and Results of Operations  Results of Operations );
the growth of our revenues generally and revenues from specific products such as HardCopy® devices (see
Item 7: Management s Discussion and Analysis of Financial Condition and Results of Operations
Executive Overview );
projections regarding if and when certain product sales may peak or decline (see Item 7: Management s
Discussion and Analysis of Financial Condition and Results of Operations  Executive Overview );
our gross margins and factors that affect gross margins (see Item 7: Management s Discussion and
Analysis of Financial Condition and Results of Operations  Executive Overview and Item 7:
Management s Discussion and Analysis of Financial Condition and Results of Operations  Results of
Operations );
our provision for tax liabilities and other critical accounting estimates (see Item 7: Management s
Discussion and Analysis of Financial Condition and Results of Operations  Critical Accounting Estimates );
our capital expenditures (see Item 7: Management s Discussion and Analysis of Financial Condition and
Results of Operations  Financial Condition, Liquidity, Credit Facility and Capital Resources );
our exposure to market risks related to changes in interest rates, equity prices and foreign
currency exchange rates (see Item 7A: Quantitative and Qualitative Disclosure About Market
Risk );
future payments required pursuant to other agreements and commitments (see Item 7: Management s
Discussion and Analysis of Financial Condition and Results of Operations Contractual Obligations and
Note 8 Commitments and Contingencies to our consolidated financial statements );
anticipated payments of the remaining restructuring obligations (see Note 16  Restructuring Charges to
our consolidated financial statements ).
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Forward-looking statements are not guarantees of future performance and involve risks and uncertainties. The
forward-looking statements contained in this report are based on information currently available to us and
expectations and assumptions that we deem reasonable at the time the statements were made. We do not undertake
any obligation to update any forward-looking statements in this report or in any of our other communications, except
as required by law. All such forward-looking statements should be read as of the time the statements were made and
with the recognition that these forward-looking statements may not be complete or accurate at a later date.

Many factors may cause actual results to differ materially from those expressed or implied by the forward-looking
statements contained in this report. These factors include, but are not limited to, those risks set forth in Item [A: Risk
Factors.
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PART I
Item 1. Business
Founded in 1983, Altera Corporation is a global semiconductor company, serving over 12,000 customers within the
Telecom and Wireless, Industrial Automation, Military and Auto, Networking, Computer and Storage, and Other
market segments. The Other market segment includes sub-segments of broadcast, consumer, medical and test. Our
headquarters facility is located at 101 Innovation Drive, San Jose, California 95134, and our website is
www.altera.com. Our common stock trades on the NASDAQ Global Select Market under the symbol ALTR.
Altera designs, manufactures, and markets a variety of products:
Programmable logic devices ( PLDs ), which consist of field-programmable gate arrays ( FPGAs ) and
complex programmable logic devices ( CPLDs ), are standard semiconductor integrated circuits, or chips,
that our customers program to perform desired logic functions in their electronic systems.
HardCopy® application-specific integrated circuits ( ASICs ) transition customer designs from
high-density FPGAs to low-cost non-programmable implementations for volume production. Because
they are customized only on the last few mask layers, HardCopy ASICs deliver performance that can be
an alternative to traditional ASICs, but with reduced development costs and shorter production lead
times.
Pre-defined design building blocks, known as intellectual property ( IP ) cores, can be licensed by
customers to add standard functions to their PLD designs.
Proprietary development software, which operates on personal computers and engineering workstations,
is used by customers to develop, compile, and verify their designs, and then program their designs into
our PLDs.
We were one of the first suppliers of complementary metal oxide semiconductor ( CMOS ) PLDs and are currently a
global leader in this market. Our broad range of PLDs offer unique features as well as differing densities and
performance specifications, and serve a wide range of customers. An overview of typical PLD applications within
these markets is shown in the table below.

Market Segment Market Sub-Segment Application/Product
Telcom and Wireless Telecom Optical
Metro
Access
Wireless Cellular infrastructure
Wireless local area networks ( LANs )
Industrial Automation, Industrial Automation Process control
Military and Auto Security/energy
Safety
Military Secure communications
Radar
Intelligence
Automotive Navigation
Entertainment
Networking, Computer Networking Routers
and Storage Switches
Computer Servers
Mainframes
Storage Redundant array of inexpensive disks ( RAID )
systems
Office Automation Storage area networks ( SANs )
Copiers
Printers
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Broadcast

Consumer

Medical

Test

Studio

Audio/video

Set-top decoder boxes

High definition television ( HDTV )
Diagnostic

Imaging

Semiconductor

Communications
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Digital Logic Overview
Most electronic systems use three types of digital integrated circuits:
Processors, which include microprocessors, microcontrollers, and digital signal processors, control
central computing tasks and signal processing.
Memory stores programming instructions and data.
Logic manages the interchange and manipulation of digital signals within a system.
System designers typically use standard architectures to meet their processor and memory needs, but need a wide
variety of logic circuits to differentiate their end products. Most applications use one or more of the following types of
logic in their designs:
ASICs Often referred to as standard cells, ASICs are manufactured with custom designs created by the
customer. As a result, each ASIC has a fixed function used by a single customer in a single application.
Application-specific standard products ( ASSPs ) ASSPs are standard devices that usually cannot be
customized by the end user. In contrast to an ASIC, which is built for a single customer, an ASSP is
built for a specific type of application targeted to a small number of customers. ASSPs are sometimes
described as ASICs developed for multiple customers.
PLDs Unlike ASICs and ASSPs, PLDs are standard products that can be customized for a wide range of
applications. As a result, PLDs are typically sold to hundreds or thousands of customers. This flexibility
offers many advantages, including simple design changes, shorter design cycles, and lower development
costs.
In a broad sense, these products compete with each other as they may be used in the same types of applications in
electronic systems. However, differences in cost, performance, density, flexibility, ease-of-use, and time-to-market
dictate how much they directly compete for particular applications. The table below summarizes key characteristics of
ASICs, ASSPs, and PLDs.

ASIC ASSP PLD
Customizable Yes, by chip fabrication facility = No Yes, by end user
Erasability/Reprogrammability No No Yes
Relative Time to Market Slow Immediate Fast
Relative Unit Cost Low Moderate Moderate to high
Customer s Development Cost High Low Moderate
Field Upgradability No No Yes

PLDs vs. ASICs and ASSPs

In contrast to ASICs, PLD designs are programmed directly into the PLD. This means that the PLD is fully functional
and verified when the design is completed, avoiding the lengthy and complex cycles required to verify and fabricate
ASICs. This user programmability allows PLD customers to test and revise their designs quickly and with minimal
development cost. In addition to these ease-of-use and time-to-market advantages, PLDs can be upgraded in the field,
which allows customers to modify the PLD design after the electronic system has been shipped.

Customers use ASSPs when they need specific fixed functions with little differentiation, for example when
implementing certain electronic industry standards. However, ASSPs have fixed functionality, which limits the range
of applications they can address. In contrast to ASSPs, PLD flexibility allows customers to define functionality to suit
their needs, rather than restrict their system architecture based on ASSP manufacturer specifications. Furthermore,
PLD designers can add IP design blocks to execute standardized functions otherwise performed by ASSPs.

These design flexibility advantages historically resulted in a relatively high unit cost for PLDs. Programmability
required a larger die size, which typically translated into a higher per-unit cost when compared to ASICs or ASSPs
manufactured using the same process technology. As a result, unit volume for PLDs was typically lower than for
ASICs or ASSPs. For our most current designs, PLD process technology is typically two or three process generations
more advanced than ASIC and ASSP process technology. As chip manufacturing becomes more advanced, the total
cost of chip development increases, reducing the cost advantage of ASICs and ASSPs. As a result, some ASIC and
ASSP suppliers choose to use non-leading-edge process technology for new designs to reduce costs. We believe this
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has brought us to a tipping point with respect to our opportunity to displace ASICs and ASSPs. It is no longer
technologically feasible for ASIC and ASSP suppliers to continue to use old process generations for technically
advanced systems, and at the same time it is not economically feasible for them to use new generations of technology
for low and mid-range volume applications. The process technology gap between PLDs and ASIC and ASSP
alternatives will increase over time and, when combined with the traditional PLD advantages of greater flexibility,
lower development cost, and faster time-to-market, should drive the accelerated adoption of PLDs in the years ahead.
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In addition, we believe that innovations in PLD architecture and PLD development tools have also contributed to the
increasing use of PLDs over ASICs and ASSPs. Newer PLD capabilities, such as high speed transceivers,
Programmable Power Technology, and embedded digital signal processing ( DSP ), help electronics engineers use
PLDs to meet increasingly complex system requirements for performance, power consumption and cost.
Consequently, we believe that customers will increasingly use PLDs not only for prototyping, but also for production
quantities rather than ASICs or ASSPs.
Strategy and Competition
Our greatest growth opportunity is in the displacement of ASICs and ASSPs in the development of next generation
electronic systems. We believe that the increasing cost of advanced chip manufacturing technology drives the
development and use of standard programmable digital integrated circuits. As with microprocessors and memory,
PLDs provide the flexibility for the customer to define and change functions without incurring the cost, risk, and
delays of custom chip fabrication.
To capture a larger share of the chips purchased by our customers, we focus on providing the most advanced
programmable solutions:

PLDs with the speed, density, low power consumption, functionality, and package types to meet

customer needs

PLDs optimized for low-cost and high-volume applications

HardCopy ASICs to enable our customers to move easily from our largest PLDs to a low-cost ASIC

Optimized, pre-verified system-level IP cores to speed the design process

State-of-the-art development tools that offer low cost, ease of use, and compatibility with other

industry-standard electronic design automation ( EDA ) tools

A complete customer support system
As a result, our strategy in recent years has not only been to add more prototyping customers, but more importantly, to
use cost-optimized products to increase our penetration into higher-volume applications and end markets. PLD
vendors have innovated and used the most advanced process technology to rapidly reduce PLD cost structure and
power consumption while increasing device speed and density. This makes programmable logic an increasingly
competitive alternative to ASICs and ASSPs and will increase the use of PLDs. In addition, the ability to quickly and
efficiently integrate system-level IP within a PLD not only provides advantages relative to ASICs and ASSPs, but it
also allows the displacement of other semiconductor products including digital signal processors and microcontrollers.
As a result, we may encounter a variety of semiconductor vendors during a given customer engagement.
Semiconductor companies we may compete with include International Business Machines Corp. ( IBM ), NEC
Corporation, Toshiba Semiconductor Company, LSI Logic Corporation, Texas Instruments Inc., Freescale
Semiconductor Inc. and Microchip Technology Inc..
We compete directly with other PLD vendors to realize the ASIC and ASSP displacement opportunity and for market
share within the PLD market. Using publicly available data and information obtained from Gartner Dataquest, we
estimate that two vendors Altera and Xilinx, Inc. account for 87% of the total PLD market. The smaller vendors,
including Lattice Semiconductor Corporation and Actel Corporation, together represent approximately 13% of the
PLD market.
Two distinct sub-segments of the PLD market, CPLDs and FPGAs, comprise the majority of revenues but, due to
product differences, usually do not compete directly for the same customer designs. The FPGA market has outgrown
the CPLD market over the last several years. FPGAs now account for approximately 81% of total PLD sales and are
expected to continue to be the fastest growing segment of the PLD market. Based on our estimates, we believe that
our share of the FPGA market increased from 30% in 2004 to 34% in 2009, and that maintaining or increasing our
FPGA market share is important to our long-term growth.
Competition among PLD vendors is most intense in the design-win phase of the customer s design, when customers
select products for use in their systems. Because each vendor s products are proprietary, the cost to switch PLDs after a
system has been designed and prototyped is very high. Therefore, customers rarely switch PLD vendors after the
initial selection for a particular design. From the time a design win is secured, it can be two or more years before the
customer starts volume purchases of our devices. Typically, the customer selects the PLD vendor relatively early in
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the design process, but it may take several years to complete system design, build prototypes, sample the marketplace
for customer acceptance, make modifications, and manufacture in volume. Thus, there is a delay between developing
a competitive advantage and experiencing a shift in PLD market share, meaning that market share is a lagging
indicator of relative competitive strength. Because it is extremely difficult to forecast the success or timing of a
customer s product, and because the end markets are highly fragmented (we have over 12,000 PLD customers), it is
difficult even for PLD vendors to gauge their competitive strength in winning designs at a particular point in time.
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The principal competitive factors in the PLD market include:

Technical innovation

Device performance, power consumption, and features

Capability and productivity of software development tools and IP cores

Pricing and availability

Quality and reliability

Technical service and customer support

Manufacturing and operational competence

Customer familiarity with existing vendors and entrenched products
We believe that we compete favorably with respect to these factors and that our proprietary device architecture and
installed base of software development systems provides some competitive advantage. Due to unique architectural
innovation and advanced technologies, our new product families provide greater functionality and lower power
consumption at a lower price for any given density compared to their predecessors. Newer product features such as
multi-gigabit transceivers and Programmable Power Technology have enhanced our design win rate relative to other
PLD vendors.
We also believe that our new product families compete favorably against ASICs and ASSPs, as well as against other
types of chips such as microcontrollers, microprocessors, and digital signal processors. Designers can add some of the
functionality of these other chips to PLDs using pre-built and pre-verified IP cores. An IP core is typically offered in
eithera hard or soft form. A hard IP core is embedded into the actual circuitry of our chips. A soft IP core is a licensed
design file that our customers incorporate into their design and program onto the PLD. By incorporating more
functionality and logic capacity on a programmable chip while providing the necessary design tools and IP cores to
design a reliable system, we believe we can enhance the advantages of PLDs over competing solutions.
As is true of the semiconductor industry as a whole, the digital logic segment and the PLD sub-segment are intensely
competitive, and each successive product generation is characterized by rapid technological change and price decline.
All of these factors may adversely affect our future operating results.
Products
Our products consist primarily of devices, IP cores, and proprietary development tools. A brief overview of these
products follows.
Devices
Our devices fall into the following four categories, spanning multiple architectures and families with numerous
product options:

FPGAs

CPLDs

HardCopy ASICs

Configuration devices that store the programming code for our FPGAs
Our percentage of net sales by product category is as follows:

Product 2009 2008 2007

FPGAs 77% 74% 71%
CPLDs 15% 18% 19%
Other products () 8% 8% 10%

(1) Including
HardCopy
ASICs,
configuration
devices, IP
cores, and
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development

tools
Each device family has unique functional benefits and different density and performance specifications. Some of our
latest device families, typically designed into new equipment, are summarized and described below.
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Stratix I1I and Stratix 1V High-End, System-Level FPGAs

Our Stratix® product families are built using advanced CMOS process technology and address a broad range of
applications requiring system integration across all our markets. Stratix FPGAs provide high logic density and
performance and low power consumption, while offering high speed and flexible embedded system functionality such
as memory and DSP blocks. Additionally, our Stratix IV GX and Stratix IV GT FPGAs offer advanced transceiver
capabilities for applications that require reliable, multi-gigabit serial data transfer rates of up to 11.3 Gbps.
Programmable Power Technology allows customer designs to meet stringent requirements for both low power and
high speed.

Arria and Arria II GX Mid-Range, Transceiver-Equipped FPGAs

Our Arria® product families are built using advanced CMOS process technology and enable a simplified
transceiver-based design for applications requiring high-performance data transfer protocols. Arria II GX FPGAs offer
best-in-class signal integrity with data transfer rates of up to 3.75 Gbps, providing designers a high-quality and
reliable solution for next-generation high-bandwidth systems across all our markets.

Cyclone III and Cyclone 1V Low-Cost FPGAs

Our Cyclone® product families are built using advanced CMOS process technology and bring programmable
flexibility to cost-sensitive applications in all our markets. Our Cyclone III and Cyclone IV FPGAs use low-power
process technology to meet market requirements for low power consumption. Additionally, our Cyclone IV GX
FPGAs incorporate up to eight integrated transceivers with data rates up to 3.125 Gbps. Initial shipments of our
Cyclone IV FPGAs are expected in the first quarter of 2010. Architectural innovation allows Cyclone FPGAs to
combine a low-cost structure with abundant device resources, making them ideal for high-volume applications.

MAX II CPLDs

Our MAX® families are instant-on, non-volatile CPLDs that are used in high-speed glue logic functions for a broad
range of electronics equipment. Glue logic permits multiple subsystem components to interact. Our MAX II CPLDs
have a revolutionary architecture that reduces costs by 50% or more, consumes 90% less power, and increases
performance by as much as 50% over the previous-generation MAX family. For the most demanding low-power and
battery-operated portable applications, our MAX IIZ CPLDs offer microamp standby current in ultra-small-chip
packaging.

HardCopy ASICs

Our HardCopy ASICs offer customers a migration path from high density FPGA families to a low-cost ASIC for
high-volume production. For a given process technology, HardCopy ASICs deliver nearly the performance of
comparable cell-based ASICs, but with reduced development costs and shorter production lead-times.

In contrast to traditional cell-based ASICs, in which every mask layer is custom and unique to the customer s design,
our HardCopy ASICs share a common set of base layers so only the last few mask layers are customized to implement
the customer s design. By removing the configuration circuitry, programmable routing, and programmability for logic
and memory, we reduce the die size and therefore device cost, but deliver functionality, performance and power
characteristics that are equivalent to or more favorable than that of an FPGA.

As a result, customers get the flexibility and time-to-market advantages of a high-density FPGA during the
prototyping and early production phases, and then seamlessly convert the design to a HardCopy ASIC for high
volume. This allows HardCopy ASICs to be used in high-volume cost-sensitive applications historically served by
traditional cell-based ASICs.

Intellectual Property Cores

IP cores are pre-verified building blocks that execute system-level functions. Customers integrate IP cores in their
PLD designs with our proprietary development software. Soft IP cores available for use in our devices include our
Nios® series of embedded processors, our portfolio of MegaCore® functions that we license to our customers, and our
Altera Megafunction Partners Program (  AMPM) cores, which are pre-verified by us and licensed to our customers
by third parties.

The Nios series of embedded processors use a reduced instruction-set computing ( RISC ) architecture and can be
efficiently used in our FPGAs and HardCopy ASIC devices as a cost-competitive and flexible alternative to discrete
microcontroller solutions. The Nios series of embedded processors compete favorably with many discrete
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microcontrollers.

With IP cores, system designers can focus more time and energy on improving and differentiating the unique aspects
of their system designs, rather than spending time designing common off-the-shelf functions. IP cores are essential to
providing solutions with higher levels of integration and faster time to market. Today, we offer a broad range of soft
IP cores for DSP algorithms, bus interfaces, memory controllers, telecommunications, data communications,
microprocessors, and peripherals. Before licensing a soft IP core, customers can download an encrypted soft IP core
from our website and verify that it works in their own system designs. While licensing soft IP cores represents a small
portion of our net sales, we believe a broad product offering in this area is necessary to compete with ASIC and ASSP
vendors as well as other PLD vendors.
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Development Tools
To enhance engineering productivity, customers use our proprietary development tools, consisting primarily of the
Quartus® II software, for design entry, design compilation, design verification, and device programming.
Designers can use our development tools on a variety of computing platforms including Microsoft Windows, UNIX
(including Solaris and HP-UX), and Linux operating environments with built-in interfaces to many industry-standard
EDA tools offered by Cadence Design Systems, Inc., Mentor Graphics Corporation, Synopsys, Inc., and others.
Like IP cores, our development tools generate less than 10% of our net sales, but are a critical and necessary element
of our product portfolio because they are used to program our devices and can drive our success in competing for
design wins against PLD, ASIC, and ASSP vendors.
Research and Development
Our research and development activities focus primarily on PLDs, IP cores, development software, and hardware. We
develop these related products in parallel to provide comprehensive design support to customers. As a result of our
research and development efforts, we introduced a number of new families in recent years, including the Stratix IV
(including E, GX and GT), Stratix III, Cyclone IV (including E and GX), Cyclone III (including LS), Arria II GX,
MAX I1Z, MAX 11, HardCopy IV and HardCopy III device families, as well as major enhancements to our IP core
offerings and the Quartus II development platform.
Our research and development costs, which are charged to expense as incurred, were $260.2 million in 2009,
$257.7 million in 2008, and $261.8 million in 2007.
Patents, Trademarks, and Licenses
We rely on intellectual property laws including patent, copyright, trademark, and trade secret laws to establish and
maintain our proprietary rights in products and technology. Activities include:
Patents As of December 31, 2009, we owned more than 2,060 United States and 235 foreign patents. We
also had more than 1,140 patent applications pending worldwide.
Trademarks We use, register, and apply to register certain trademarks and service marks in the United
States and foreign countries.
Product registrations We file registrations in the United States under the Semiconductor Chip Protection
Act to protect our chip designs.
When appropriate, we file lawsuits to protect our intellectual property rights.
We have also licensed technology that allows us to design, manufacture, and sell products using certain intellectual
property owned by others.
Marketing and Sales
We market our products worldwide through a network of distributors, independent sales representatives, and direct
sales personnel. We add or remove independent sales representatives or distributors from our selling organization as
we deem appropriate.
Altera Distributors
In all of the major geographic markets that we serve, we work with distributors to provide demand creation for the
broad customer base and order-fulfillment services for most of our customers. These distributors are franchised by
component manufacturers to sell a wide variety of products to many customers, and they may sell competing products
or solutions. We have contracts with our distributors that can be terminated by either party upon notice.
All of our distributors stock inventory of our products. Distributors purchase products from us at a set distributor cost
denominated in U.S. dollars. Title and risk of loss transfer upon shipment from our stocking locations, which are
located in the Asia Pacific region at the independent subcontractors we employ for test and assembly services or at our
warehouse in San Jose. When products are shipped to a distributor, we defer revenue on the sale until the distributor
sells the products in accordance with our revenue recognition policy. Consequently, the deferred revenue and the
corresponding deferred cost of sales are recorded as a current liability under the caption Deferred income and
allowances on sales to distributors. All payments to us are denomi