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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

T ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(DFQHE SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended: December 31, 2010 or

£ TRANSITION REPORT PURSUANT TO SECTION 13 OR D%Q©F THE SECURITIES EXCHANGE ACT OF 1934
For the transition period from to

Commission file number: 0-25426

y NATIONAL

INSTRUMENTS

NATIONAL INSTRUMENTS CORPORATION
(Exact name of registrant as specified in its cégrt

Delaware 74-1871327
(State or other jurisdiction of incorporation or ganization) (I.R.S. Employer Identification Numbe
11500 North MoPac Expresswa
Austin, Texas 78759
(address of principal executive office (zip code;

Registrant's telephone number, including area c¢8&2) 338-9119
Securities registered pursuant to Section 12(bhefAct:

Title of Each Class Name of Each Exchange on Which Registere
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Securities registered pursuant to Section 12(ghefAct:
Preferred Stock Purchase Rights
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shares of Common Stock held by persons who holeri@n 5% of the outstanding shares of Common Stadkshares held by officers
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DOCUMENTS INCORPORATED BY REFERENCE

Part 1l incorporates certain information by refece from the definitive proxy statement to be fileg the registrant for its Annt
Meeting of Stockholders to be held on May 10, 2(h#& “Proxy Statement”).

PART |

This Form 10-K contains forwarkboking statements within the meaning of Sectioh @f7fthe Securities Act of 1933 and Section 2!
the Securities Exchange Act of 1934. Any statenwnmitained herein regarding our future financialrfemance or operations (includir
without limitation, statements to the effect that lelieve,” “expect,” “plan,” “may,” “will,” “proj ect,” “continue,” or “estimate” or othel
variations thereof or comparable terminology or thegative thereof) should be considered forwaimking statements. Actual results cc
differ materially from those projected in the fomddooking statements as a result of a number of ingmtrfactors including those set fo
under the heading Risk Factors’ beginning on page 12,and elsewhere in this Fo®K1 Although we believe that the expectations redk
in the forwardlooking statements are reasonable, we cannot guaeafuture results, levels of activity, performameeachievements. Y
should not place undue reliance on these forwlanking statements. We disclaim any obligation palate information contained in a
forward-looking statement.

ITEM 1. BUSINESS

National Instruments Corporation (“we”, “us” or “Gl is a leading supplier of products that engineets saentists use in a wide ral
of industries. These industries comprise a largk dimerse market for design, control and test @pgibns. We provide graphical applical
software and modular hardware that users combitte imdlustry-standard computers, networks and thady devices to create measurerr
automation and embedded systems. Our approach giggsmers the ability to quickly and cadtectively design, prototype and deploy uni
custom-defined solutions for their design, conérodl test application needs.

We are based in Austin, Texas and were incorporatettr the laws of the State of Texas in May 19ié a&ere reincorporated
Delaware in June 1994. On March 13, 1995, we cotaglan initial public offering of our common stocBur common stock, $0.01 par va
is quoted on the NASDAQ Stock Market under theitrgcéymbol NATI.

Our Internet website address is http://www.ni.c&@ur annual report on Form 10-K, quarterly reporisForm 106, current reports (
Form 8K and amendments to those reports filed or furmghgrsuant to Section 13(a) or 15(d) of the SeiesriExchange Act of 1934 &
every Interactive Data File required to be subrditéend posted pursuant to Rule 405 of Regulatioh &8e available through our Inter
website as soon as reasonably practicable aftexleatronically file such materials with, or furnighem to, the SEC, or upon written req
without charge. Our Internet website and the infation contained therein or connected thereto aténtended to be incorporated into !
Annual Report on Form 10-K.

Industry Background

Engineers and scientists have long used instruntentdserve, better understand and manage thevoeld-phenomena, events ¢
processes related to their industries or areagpdréise. Instruments measure and control elettigaals, such as voltage, current and pc
as well as physical phenomena, such as temperat@ssure, speed, flow, volume, torque and vibmat@mmon generglurpose instrumer
include voltmeters, signal generators, oscillosepmiata loggers, spectrum analyzers, cameras, eangetature and pressure monitors
controllers. Some traditional instruments are dgghly application specific, designed with fixedhfitionality to measure specific signals
particular vertical industries or applications.ttnsents used for industrial automation applicaiorclude data loggers, strip chart recorc
programmable logic controllers (“PLCs”), and prapary turnkey devices and/or systems designed to automatgfispeertical application:
Measurement and control functionality is also uigea variety of embedded and/or réiahe applications, such as machine monitoring, rims
control, and embedded design and prototyping.

Measurement and automation applications can bergigneategorized as either test and measurem@&t\”) or industrial/embedde
T&M applications generally involve testing durindgiet research, design, manufacture and service ofide wariety of product
Industrial/embedded applications generally invadesigning, prototyping and deploying the machinemg processes used in the produc
and distribution of a wide variety of products andterials.

Instruments and systems for design, control, astlapplications have historically shared commoritéitions, including fixed vendor-
defined functionality; proprietary closed architgets that were generally difficult to program antegrate with other systems; and inflex
operator interfaces that were usually cumbersomeperate and change. Proprietary instrumentatigterys have traditionally been v
expensive, with industrial/lembedded system priegging as high as several million dollars and T&Mtiumentation system prices of
ranging in the hundreds of thousands of dollarsaaddition, the limitations on the programmabilitiytaditional systems means that adaf
these systems to changing requirements can beeypinsive and time consuming, and users are offguired to purchase multiple single-
purpose instruments.

Our Approach to Measurement and Automation

Whether using T&M instrumentation or Industrial/Eedded (“IE”) systems, we offer an innovative and highly productpproach 1
meet unique application needs. Our approach iedaBraphical System Design and we believe it pewigdignificant advantages :



differentiation in size, complexity, and cost framaditional approaches to test and measurementrahdbtrial embedded. Graphi
System Design combines graphical based programstfigrare with modular hardware, leveraging thestatechnologies such as muitire
processors and Field Programmable Gate Arrays (A9P)G The software helps integrate the various componah#ssystem, while enabli
engineers to customize the system hardware for gpacific application. Using software to graphligalepresent functions, scientists .
engineers who are not software programming exgrrtinstead are experts in their specific fieldsciline and/or domain, can now cre
highly functional and high performance computerdobsystems.

When used to develop T&M systems, our Graphicate8gDesign approach results in virtual instrumeotatA virtual instrument is
user-defined measurement and automation systentahatsts of an industry standard computer (whigy lme a mainstream geneplrpos:
computer, workstation, handheld device, or ruggetsiens of these) equipped with our graphical @apfibn software and cost effect
modular hardware. Virtual instrumentation represestfundamental shift from traditional fixed furmeti hardwarezentered instrumentati
systems to softwareentered systems that leverage the computatioisplagl, productivity and connectivity capabilitiescomputers, networ
and the Internet. Because virtual instruments Eyethese capabilities, scientists and enginearsleine and change the functionality of t
instruments, rather than being restricted by fikauztions imposed by traditional instrument andoawdtion vendors. Our products empa
scientists and engineers to monitor and contraliticmal instruments and create innovative compbteed systems that can replace tradit
instruments at a lower cost, and to develop systeatsintegrate measurement functionality togethigh industrial and embedded capabilit
We believe that giving scientists and engineersibfibty to create their own custom virtual instremts improves their productivity acros
wide variety of applications.

When used in IE applications, the Graphical SysBasign approach creates embedded systems. Whiledetath systems have b
developed by embedded development experts for yearsGraphical System Design approach now empowersembedded experts
quickly design, prototype and deploy powerful syste In this case, the Graphical System Design agpraccombines open graphi
programming software with modular hardware, leveargghe latest technologies to dramatically simplifevelopment, resulting in higher-
quality embedded designs which have a migratioh patcustom design. This allows domain expertsharembedded experts, to perfc
embedded design where they would traditionally haseded to outsource this task to an embeddedrdexsjgert. The resulting systems ra
across a wide variety of application areas.

Compared with traditional solutions, we believe ptoducts and the Graphical System Design apprpemtide the following significa
customer benefits:

Performance, Ease of Use and Efficiency

Our software brings the power and ease of use mhwercial computers, handheld devices, networkstl@dnternet to instrumentati
and embedded devices. With features such as gedgitimgramming, automatic code generation, graphicas libraries, ready-tose examp
programs, libraries of specific instrumentation dtions, and the ability to deploy their applicasoon a range of platforms, scientists
engineers can quickly build a system that meets ihdividual application needs. In addition, thentinuous performance improvement of
Field Programmable Gate Arrays (“FPGAdhd networking technologies, which are the coréfgims for our approach, results in dit
performance benefits for scientists and engineerthé form of faster execution for measurement anmation applications, resulting
shorter test times, faster automation, higher pevémce embedded systems and higher manufacturiogghput.

Modularity, Reusability and Reconfigurability

Our products include reusable hardware and softwawedules that have highly effective interoperatidihis delivers considerat
flexibility in configuring systems. This ability toeuse and reconfigure measurement and automaistenss allows users to red
development time and improve efficiency by elimingtduplicated programming efforts and to quickdiapt their systems to new and chan
needs. In addition, these features help protett batdware and software investments against olisaies.

Lower Total Solution Cost

We believe that our products and solutions offécgdperformance and energy efficiency advantages waditional solutions. Graphit
System Design equips cost effective and powerfilistry standard computers, workstations, portaatelheld devices, and rugged versior
these with modular and reusable application softyeosteffective hardware and driver software to perfoundtions that would otherwi
require costly, proprietary systems. In additidese systems give users the flexibility and politgbio adapt to changing needs, whe
traditional closed systems are both expensive iamel¢consuming to adapt, if adaptable at all.

Products, Technology and Services

We offer an extensive line of measurement and aatiom products that empower engineers and scisrtismore efficiently crea
automated test, industrial control, and embeddesigdeapplications. Our products consist of off-gtelf application software and modu
cost-effective hardware components together withted driver software. We design our products taokweither separately, as staabbne
products or as an integrated solution; howeveitooners generally purchase our software and hardiegether. We believe that the flexibili
functionality and ease of use of our applicatiofiveare promotes sales of our other software andvaare products.

Application Software
For more than 20 years, we have pioneered measnteand automation application software for virtirdtrumentation and Graphi

System Design, which we believe plays an incre&gimgportant role in the development of systemstést, control, and design applicatic
Our application software products leverage the dasing capability of computers, FPGAs, networks #ra Internet for data analys



connectivity and presentation power to bring insie@ efficiency and precision to measurement anwraation applications. O
application software products include LabVIEW, LABW Real-Time, LabVIEW FPGA, Measurement StudiobW&ndows/CVI, DIAdem,
NI TestStand, NI VeriStand, and Multisim. Our apption software products are integrated with oudWware/driver software

We offer a variety of software products for devéhgptest, control, and design applications to nmet customes programming ar
computer preferences. LabVIEW, LabWindows/CVI, adasurement Studio are programming environmentsavbeientists and engine
can design, prototype, and deploy systems. Witketleoftware products, users can design customaviriatruments by creating a graph
user interface (“GUI”)on the computer screen through which they opetaeactual program and control selected hardwarerdUsa
customize front panels with knobs, buttons, diald graphs to emulate control panels of instrumentadd custom graphics to visus
represent the control and operation of processaBVIEW, LabWindows/CVI and Measurement Studio atswe ready-tasse libraries fc
controlling thousands of programmable instrumentduding our hardware products, as well as tradal serial, General Purpose Interface
(“GPIB"), VME extensions for instrumentation (“VX); PCI, PCI Express, PCI Extensions for Instrumiéora(“PXI1"), PXI Express, Ethern
and USB measurement and automation devices froer séndors.

The principal difference between LabVIEW, LabWindd@VI, and Measurement Studio is in the way usesgelbp programs. Wi
LabVIEW, users program graphically, developing &mgilon programs by connecting icons with softwaiees to create “block diagrams”
which are natural design notations for scientistd angineers. With LabVIEW Redime, the user can easily configure their applan
program to execute using a reahe operating system kernel instead of the Wind@psrating system, so users can easily build v
instrument solutions for mission-critical applicats that require highly reliable operation. In &iddi, with LabVIEW Realfime, users ce
easily configure their programs to execute remotelyembedded processors inside PXI systems, ondztaetieorocessors inside Compact
distributed 1/0O systems, or on processors embeddeulugin PC data acquisition boards. With LabVIEW FPGHe tuiser can configure th
application to execute directly in silicon via aRGA residing on one of our reconfigurable I/O haadsvproducts. LabVIEW FPGA allo
users to easily build their own highly specializedstom hardware devices for ultra higéformance requirements or for unique or propinj
measurement or control protocols.

LabWindows/CVI users use the conventional, texted programming language of C for creating test eontrol application
Measurement Studio consists of measurement andhatitim add-on libraries and additional tools foogmnammers that use MicroscftVisua
Basic, Visual C++, Visual C#, and Visual Studio.N&8velopment environments.

We offer a software product called NI TestStandyesed for T&M applications in a manufacturing eoviment. TestStand is a t
management environment for organizing, controllingd running automated prototype, validation, arehufacturing test systems. It ¢
generates customized test reports and integratedu@r and test data across the customensérprise and across the Internet. Tests
manages tests that are written in LabVIEW, LabWiwsi€V1, Measurement Studio, C and C++, and VisuadiB, so test engineers can et
share and rese test code throughout their organization aneh fome product to the next. TestStand is a key elewieour strategy to broad
the reach of our application software products s&the corporate enterprise.

NI Multisim equips engineers, educators, and sttedeith powerful and innovative circuit design taotogy. Educators and students
take advantage of easy-ise teaching tools to overcome the traditional legréh electronics education. Professional engsiean improv
productivity with intuitive capture tools, interaat simulation, board layout, and design validatighultisim was added to our software offer
in 2005.

NI DIA demoffers users configuratiobased technical data management, analysis, and iggueration tools to interactively mine i
analyze data. DIAlemhelps users make informed decisions and meet tmanlgds of today testing environments, which require quick ac
to large volumes of scattered data, consistentrtieggo and data visualization.

In 2009, we introduced NI VeriStand, a ready-to-gseétware environment for configuring re@he testing applications, includi
hardware-in-the-loop (“HIL") test systems. With MériStand, users configure retiae 1/0, stimulus profiles, data logging, alarmiaad othe
tasks; implement control algorithms or system satiahs by importing models from a variety of softez@nvironments; build test system 1
interfaces quickly; and add custom functionalitingsNI LabVIEW, NI TestStand, and other softwareiesnments.

We offer volume licensing that helps customers méze their software investment by reducing totadtaaf ownership and simplifyit
their software budgeting and purchasing.

Hardware Products and Related Driver Software

Using cutting-edge commercial technology, suchhes latest, processors, Analog to Digital Conver{gADCs”), FPGAs, and P
busses, our hardware delivers modular and easgeosalutions for a wide range of applicationfem automated test and data loggin
industrial control and embedded design. Our hardveaud related driver software products include datguisition (“DAQ”), PXI chassis ar
controllers, image acquisition, motion control, tdimuted 1/0, modular instruments and embedded robritardware/software, industr
communications interfaces, GPIB interfaces, and @¢htrollers. The high level of integration among @roducts provides users with
flexibility to mix and match hardware componentsentdeveloping custom virtual instrumentation system

DAQ Hardware/Driver Software.Our DAQ hardware and driver software products“argruments on a boardhat users can combi
with sensors, signal conditioning hardware andvefé to acquire analog data and convert it intagéad format that can be accepted t
computer. Computer-based DAQ products are typicaljowereost solution than traditional instrumentation. Apgtions suitable fc
automation with computdrased DAQ products are widespread throughout madysiries, and many systems currently using tiathi
instrumentation (either manual or computer-congid)licould be displaced by computer-based DAQ systéie offer a range of computer-
based DAQ products, including models for digitalalmg and timing inpoutput, and for transferring data directly to a poe’'s randor-



access memory. In 2006, we introduced NI CompactbAQrugged, portable, USB data acquisition systexsigthed for high-
performance mixedignal measurement systems. In 2008, we introdocedirst data acquisition devices that leverageelgss technologie
an extension of PC-based data acquisition for nreagnt applications where wiring is difficult or steprohibitive. Some of our late
introductions include conditioned DAQ which is teology that combines the circuitry to prepare sigran the same device that meas
them. Other product introductions include EtheMaQ that combines the power of high quality measwert with the convenience and ¢
distance of Ethernet, and X Series DAQ which isehhology that delivers state-of-tag- measurement, timing and triggering on a s
device.

PXI Modular Instrumentation Platform.Our PXI modular instrument platform, which was aduced in 1997, is a standard
packaged in a small, rugged form factor with expamslots and instrumentation extensions for timitrgggering and signal sharing.
combines mainstream PC software and PCI hardwaleaglivanced instrumentation capabilities. In esseB&XI is an instrumentation PC w
several expansion slots supporting complete syseei-opportunities and delivering a much highercpatage of the overall system con
using our own products. We continue to expand oUrpgroduct offerings with new modules, which addraswide variety of measurement
automation applications. The platform is now aitgsstandard, with a wide array of companies dgyalp on the platform and investing in
future through the PXI System Alliance (“PXISA'h 2006, we introduced our first PXI Express pradushich provide backward softwi
compatibility with PXI while providing advanced adilities for highperformance instrumentation, such as RF instruntiental oday we ha\
a rapidly expanding portfolio of PXI Express protuthat are further expanding the capabilitieshdd important platform.

Modular Instruments. We offer a variety of modular instrument devicesdisn general purpose test and communicatior
applications. These devices include digitizersgitdi multimeters, signal generators, RF analypersérators, power supplies, sol
measurement units and switch modules that userscaafigure through software to meet their specifieasurement tasks. Because t
instruments are modular and softwalefined, they can be quickly interchanged and yaspurposed to meet evolving test needs. Additigy
our modular instruments provide high-speed test@ien by harnessing the power of indusstgndard PC FPGAs and advanced timing
synchronization technologies. Options are availédre variety of platforms including PXI, PXI Exgss, PCI, PCI Express, and USB.

Machine Vision/Image AcquisitionOur machine vision platform includes hardware raggirom plugin devices for PCl and P.
systems to image processing on the sensor itsdif the NI Smart Camera. Software options includagenacquisition software to acqt
images from thousands of cameras, a wolkks image processing library, and a configurdbterface for industrial machine visi
applications. In 1996, we introduced our first iraagequisition hardware which provides users witlosteffective solution to integrate visi
into their measurement and automation applicati@hg. vision software is designed to work with matifferent software environmen
including LabVIEW. In 2003, we introduced our VisiBuilder software for automated inspection and @ampact Vision System, which i
small, rugged, industrial vision system that cannext up to three IEEE394 cameras and that is easily programmed usisgivBuilder. I
2007, we introduced our first integrated Smart Camevhich leverage our LabVIEW software to provideegrated solutions for ma
inspection and other industrial/lembedded applicatio

Motion Control.By integrating flexible software with higberformance hardware, our motion control produéfisr@ powerful solutio
for motion system design. From automating testmgent and research labs to controlling biomedjgatkaging, and manufacturing machi
engineers use our motion products to meet a divsgsef application challenges. Our software tdotsmotion easily integrate with our otl
product lines, so users can combine motion comtithl image acquisition, test, measurement, dataiaitegpn, and automation to create rob
flexible solutions. We introduced our first line mibtion control hardware, software and peripheratipcts in 1997.

Distributed 1/0 and Embedded Control Hardware/Saeftev Our distributed 1/O products, including Compadel@#Point, an
CompactRIO, are designed for remote measuremetidisinal control, and embedded d&igging applications. Compact FieldPoint is
intelligent, distributed, and modular 1/O systemattlgives industrial system developers an econonsiglaition for distributed data acquisiti
monitoring and control applications. Suitable f@edt connection to industrial signals, Compacidieint includes a wide array of rugged
isolated analog and digital I/O modules, terminaté options, and network modules. With LabVIEW Reale users can download tF
LabVIEW code and easily create networked systemitedligent, realime nodes for embedded measurement and contrd2004#, wi
introduced CompactRIO, an advanced embedded coatr@l acquisition system powered by our reconfigerdlD (“RIO”) technology
CompactRIO leverages LabVIEW ReEme and LabVIEW FPGA for industrial control, pr@se monitoring, and embedded mac
applications that require intelligent I/O produatsth a small form factor, a wide operating temperat and resistance to shock
vibration. In 2008, we introduced Single-Board RMhich is a board-only, lowesest version of CompactRIO designed for higher n
system deploymenttn 2010, we announced that more than 100 C Serekiles for cRIO are available from NI and other pamies. We als
added vision capabilities and introduced contreliksigned to operate at extended temperaturegéiuge -40 to 70 degrees C.

Industrial Communications Interfacesin 1995, we began shipping our first interfacartdls for communicating with serial devices, ¢
as data loggers and PLCs targeted for industridégitded applications, and benchtop instruments, asabscilloscopes, targeted for test
measurement applications. We offer hardware angedsoftware product lines for communication wittdustrial devices-Sontroller Arei
Network (‘CAN”), DeviceNet, Foundation Fieldbus, and RS-48% RS-232.

GPIB Interfaces/Driver Software.We began selling GPIB products in 1977 and aleading supplier of GPIB interface boards
driver software to control traditional GPIB instrants. These traditional instruments are manufadtbyea variety of thirgparty vendors ar
are used primarily in T&M applications. Our diversertfolio of hardware and software products forl&Bmstrument control is available fo
wide range of computers. Our GPIB product line atetudes products for controlling GPIB instrumeunssng the computes’standard parall
USB, IEEE 1394 (“Firewire”), Ethernet, and serials.

VXI Controllers//Driver Software.We are a leading supplier of VXI computer corérohardware and the accompanying W4 and
NI-VISA driver software. We also offer LabVIEW, LabWdows/CVI, Measurement Studio and TestStand softywesducts for VXI systems.

System Configuration and DeploymeOur trained technicians install software and harmdwand configure our custom’ PXI,



PXI/SCXI combination, NI CompactRIO, or NI Comp&ieldPoint system to their specifications.

Calibration. We provide calibration solutions, including recadition services, manual calibration procedures, aartdmated calibratic
software.

Warranty and RepailExtended warranties help meet project tifesle requirements and provide repair service®twrproducts, expre
repair, and advance replacement services.

Services

Customer Training CoursesWe offer fee-based training classes and patied course kits for many of our software and Juare
products. On-site courses are quoted per custoegerests and we include tine course offerings with live teachers. We alfferoprograms t
certify programmers and instructors for our product

Software Maintenance

Software maintenance revenue is post contract custsupport that provides the customer with ungieecupgrades and/or updates
technical support.

Markets and Applications

Our products are used across many industries ariaty of applications including research and depelent, simulation and modelii
product design, prototype and validation, productiesting and industrial control and field and éamgtservice and repair. We serve
following industries and applications worldwide:vadced research, automotive, automated test eqoipm@nsumer electronics, commer
aerospace, computers and electronics, continuoosess manufacturing, education, government/defemselical research/pharmaceuti
power/energy, semiconductors, telecommunicatiodsodimers.

Customers

We have a broad customer base, with no customeuating for more than 4% of our sales in 2010 andnore than 3% of our sales
2009 or 2008.

Marketing

Through our worldwide marketing efforts, we strieeeducate engineers and scientists about the iten&bur graphical system des
and virtual instrumentation philosophy, productsl dachnology, and to highlight the performanceeealSuse and cost advantages of
products. We also seek to present our positiontashaological leader among producers of instruatért software and hardware and to |
promulgate industry standards that can benefitsusiecomputer-based instrumentation.

We reach our intended audience through our Webasité.com as well as through the distribution oftten and electronic materii
including demonstration versions of our softwaredurcts, participation in tradeshows and technioaferences and training and user semit

We actively market our products in higher educatorironments, and we identify many colleges, ursities and trade and techni
schools as key accounts. We offer special acadeniing and products to enable universities toizdilour products in their classes
laboratories. We believe our prominence in the éigiducation area can contribute to our futureesgbecause students gain experience
our products before they enter the work force.

Sales and Distribution

We sell our software and hardware products primahitough a direct sales organization. We alsoindependent distributors, OEN
VARSs, system integrators and consultants to masketproducts. Our Hungarian manufacturing facitpurces a substantial majority of
sales throughout the world. We have sales offinebé U.S. and sales offices and distributors wikéernational markets. Sales outside of
U.S. accounted for approximately 62%, 61% and 6&fwur revenues in 2010, 2009 and 2008, respegtiWtle expect that a significe
portion of our total revenues will continue to terided from international sales. (Sete 12 — Segment informatiai Notes to Consolidat
Financial Statements for details concerning theggmahic breakdown of our net sales, operating irgomterest income and identifia
assets.)

We believe the ability to provide comprehensivevser and support to our customers is an importaaitof in our business. We per
customers to return products within 30 days frooeigt for a refund of the purchase price less tocking charge. Our products are gene
warranted against defects in materials and workhiprfer one year from the date we ship the prodtesur customers. Historically, warra
costs have not been material.

The marketplace for our products dictates that nafrour products be shipped very quickly after asheo is received. As a result, we
required to maintain significant inventories. THere, inventory obsolescence is a risk for us dudréquent engineering changes, shi
customer demand, the emergence of new industrgates and rapid technological advances includiegrtroduction by us or our competit
of products embodying new technology. We striventtigate this risk by monitoring inventory levelgaanst product demand and technolog
changes. Additionally, many of our products havercthangeable parts and many have long lives. Téemebe no assurance that we wil
successful in these efforts in the futt



Our foreign operations are subject to certain risks forth on page 16 undérWe are Subject to Various Risks Associated
International Operations and Foreign Econom.”

See discussion regarding fluctuations in our quigrtesults and seasonality iIREM 1A , Risk Factors, ‘Our Revenues are Subjec
Seasonal Variations.

Competition

The markets in which we operate are characterigddtbnse competition from numerous competitorsysaf which are divisions of
large corporations having far greater resources W have, and we may face further competition frmw market entrants in the future. A |
competitor is Agilent Technologies Inc. (“Agilent’Agilent offers hardware and software products gravide solutions that directly compete
with our virtual instrumentation products and hesently released its own line of PXI based hardwag#ent is aggressively advertising and
marketing products that are competitive with owrdurcts. Because of Agilent’s strong position inittetrumentation business, changes in its
marketing strategy or product offerings could haveaterial adverse effect on our operating results.

We believe our ability to compete successfully aelseon a number of factors both within and outsidecontrol, including:

« new product introductions by competito

« the ability of competitors to more fully leverageu cost geographie

« product pricing

« the impact of foreign exchange rates on producimmi

« adequate manufacturing capacity and supply of compis and material
« efficiency of manufacturing operatior

« success in developing new products;

« timing of our new product introductions;

« effectiveness of sales and marketing resourcestatbgies ;

« strategic relationships with other suppliers;

« quality and performance;

« protection of our products by effective use of lietgual property laws;

« the outcome of any material intellectual propeitigation;

« the financial strength of our competito

« barriers to entry imposed by competitors with digant market power in new marke
« general market and economic conditions; :

« government actions throughout the wo

There can be no assurance that we will be ablertgpete successfully in the future.
Research and Development

We believe that our lonterm growth and success depends on delivering dugliity hardware and software products on a tinbelgis
We intend to focus our research and developmemirteffon enhancing existing products and developiag products that incorpor:
appropriate features and functionality to be coitipetwith respect to technology and price/perfonte characteristics.

Our research and development staff strives to luiklity into products at the design stage in dorefo reduce overall development
manufacturing costs. Our research and developmafitaiso designs proprietary application spedifitegrated circuits (“ASICs”)many o
which are designed for use in several of our prtglu€he goal of our ASIC design program is to fartldifferentiate our products frc
competing products, to improve manufacturabilitgl &m reduce costs. We seek to reduce our time t@ehfor new and enhanced product:
sharing our internally developed hardware and soivcomponents across multiple products.

As of December 31, 2010, we employed 1,529 peoppgaduct research and development. Our reseactdarelopment expenses w
$158 million $133 million and $143 million for 2012009 and 2008, respectively.

Intellectual Property

We rely on a combination of patent, trade secigydght and trademark law, contracts and techmuadisures to establish and prc
our proprietary rights in our products. As of Detem31, 2010, we held 560 U.S. patents (553 utayents and 7 design patents) an
patents in foreign countries (28 patents registéneBurope in various countries; and 2 patentsapaf), and had 283 patent applicat
pending in the U.S. and foreign countries. 154 of ssued U.S. patents are software patents detaté. abVIEW, and cover fundamer
aspects of the graphical programming approach isedbVIEW. Our patents expire from 2011 to 202heTexpiration of any patents in
short term is not expected to have any significaagative impact on our business. No assurance eagiMen that our pending pat
applications will result in the issuance of patem#e also own certain registered trademarks inUhéed States and abroad. See ful
discussion regarding risks associated with ourmqat®e ITEM 1A , Risk Factors, ‘Our Business Depends on Our Proprietary Rights ¥fe
are Subject to Intellectual Property Litigatich.

Manufacturing and Suppliers



We manufacture a substantial majority of our praslat our facilities in Debrecen, Hungary. Addigdmroduction primarily of loy
volume or newly introduced products is done in Aystexas. Our product manufacturing operationslmamlivided into four areas: electrc
circuit card and module assembly; chassis and @dgdembly; technical manuals and product suppaudrdentation; and software duplicati
We manufacture most of the electronic circuit casdemblies and moduleshiouse, although subcontractors are used from tintene. We
have used a subcontractor in Asia to manufactusigrficant portion of our chassis but most of thadduction was moved in house dui
2010. We manufacture some of our electronic cabsemblies ifouse, but many assemblies are produced by subctos. We primaril
subcontract our software duplication, our technmahuals and product support documentation.

Our long term manufacturing and warehousing capaaiiinning contemplates a third manufacturing aradelwousing facility i
Penang, Malaysia. We began warehousing and ditiiboperations out of Penang, Malaysia via a tpidy logistics provider on Octobel
2010. We plan to start construction of a manufaetuand logistics facility in Malaysia in the thirguarter of 2011, and plan to be
manufacturing operations at our Penang locatiomduhe third quarter of 2012.

Our manufacturing processes use large volumesgbiduiality components and subassemblies supplied tsideusources in the U.
Europe and Asia. Several of these components aitable through limited sources. Limited source poments purchased include cus
ASICs, chassis and other components. Any disruptfoaur supply of limited source components, whetlesulting from business dema
quality, production or delivery problems, could atkely affect our ability to manufacture our pragugvhich could in turn adversely affect
business and results of operations. Se@ur Business is Dependent on Key Suppliest page 15 for additional discussion of the |
associated with limited source suppliers.

See” Our Manufacturing Operations are Subject to a Varief Environmental Regulations and Costat page 17 for discussion
environmental matters as they may affect our bssine

Backlog

Backlog is a measure of orders that are receivédhlatiare not shipped to customers at the endeofjiarter. We typically ship produ
shortly following the receipt of an order. Accordiy, our backlog typically represents less thama$sdsales. Backlog should not be viewe
an indicator of our future sales. During 2010, order backlog increased by approximately $9 milfiam the level at December 31, 2009.

Employees

As of December 31, 2010, we had 5,280 employeeddwinte, including 1,529 in research and developm@m@87 in sales a
marketing and customer support, 759 in manufagjuaimd 605 in administration and finance. None of@uployees are represented by a |
union and we have never experienced a work stoppiigeconsider our employee relations to be goodiwelve consecutive years, from 1!
to 2010, we have been named among the 100 Best &uoegpto Work for in America accordingf®RTUNEmMagazine.




ITEM 1A. RISK FACTORS

A Substantial Majority of Our Manufacturing Capacity is Located in Hungary. Our Hungarian manufacturing and warehouse fa
sources a substantial majority of our sales. Ireotd enable timely shipment of products to out@uers we also maintain the vast majorit
our inventory at our Hungary warehouse facility.akidition to being subject to the risks of mainitainsuch a concentration of manufactu
capacity and global inventory, this facility angl @tperation are also subject to risks associatdddeing business internationally, including:

« difficulty in managing manufacturing operationsaifioreign country;

« challenges in expanding capacity to meet incredsatind;

« difficulty in achieving or maintaining product qits/

« interruption to transportation flows for deliverf@mponents to us and finished goods to our custsm
« arestrictive labor code;

« increasing labor costs;

- the volatility of the Hungarian forint relative the U.S. dollar;

« changing and unstable political environment; ¢

« significant and frequent changes in the corpomatdaw.

No assurance can be given that our efforts to atitighese risks will be successful. We are cuiyeagkrating our manufacturing facility
Hungary at a high level of capacity utilization aack selectively increasing our capacity to megicgrated demand for our products. £
failure to effectively deal with the risks aboveutbresult in an interruption in the facility'operation or delays in expanding its capacitieq
of which could have a material adverse effect anamerating results and limit our revenue growtparnunities.

Our long term manufacturing and warehousing capaiénning contemplates a third manufacturing amdelousing facility in Penar
Malaysia. We began warehousing and distributiorratpns out of Penang, Malaysia via a third pastyistics provider on October 1, 2010.
plan to start construction of a manufacturing amgidtics facility in Malaysia in the third quartef 2011, and plan to begin manufactu
operations at our Penang location during the thudrter of 2012. We can give no assurance that W& successful in deploying our n
facility in Malaysia on schedule. Our failure tocsassfully deploy our new facility in Malaysia cduhave a material adverse effect on
ability to meet customer demands, our ability tovgrour business as well as our liquidity, capiedaurces and results of operations. I
succeed in deploying our Malaysian manufacturirglifg on schedule and the demand for our prodadctss not grow as expected, we
have excess manufacturing capacity which will caaisencrease in overhead that will negatively impagr gross margins and results
operations.

We Have Established a Budget and Variations From Our Budget Will Affect Our Financial Results. During the fourth quarter of 20
we established an operating budget for 2011. Odgéts are established based on the estimated Ve sales of our products which
based on economic conditions in the markets in lwhie do business as well as the timing and volufr@upnew products and the expec
penetration of both new and existing products mrtrarketplace. If demand for our products in 2@le$s than the demand we anticipate
setting our 2011 budget, our operating results ccdd negatively impacted. We are budgeting toeimse our research and developr
personnel by 19% and our field sales force by 24f%nd 2011. Our overall headcount is budgetedntwease by 17%. We anticipate
incremental cost of these additions will be palftiaffset by an expected reduction in our variatenpensation in 2011. If we exceed the |
of expenses established in our 2011 operating humtgié we cannot reduce budgeted expendituregapanse to a decrease in revenue
operating results could be adversely affected.$pending could exceed our budgets due to a nunflfectors, including:

« increased costs from hiring more product develofraagineers or other personnel;

« increased costs from hiring more field sales paretn

« increased manufacturing costs resulting from corepbrupply shortages and/or component price fltictios;

- additional expenses related to intellectual propkrgation;

« additional marketing costs for new product intragtuts and/or for conferences and tradeshows;

« increased component costs resulting from vendare&sing prices in response to increased econartiidéty; and/or
- additional costs related to acquisitions, if &

Uncertain Economic Conditions Could Materially Adversely Affect Our Business. Our business is sensitive to fluctuations in gel
economic conditions, both in the U.S. and globallpncertainty about current global economic condsigposes a risk as businesses
postpone spending in response to tight credit, h@yment, negative financial news, new tax policigscertainty irforeign currency marke
and/or declines in income or asset values. Thisdcoegatively impact the spending patterns of besses including our current and pote
customers which may have an adverse effect onem@nues and therefore harm our business and re$uperations. Other factors that cc
adversely influence demand for our products inclideeases in fuel and other energy costs, higtgrland healthcare costs, restricted a
to credit, changes in consumer confidence, andrattecroeconomic factors affecting business spengatterns. Historically, our busin
cycles have generally followed the expansion andtrection cycles in the global industrial econorduring 2010, the global industr
economy expanded. We cannot predict whether tHgaglodustrial economy will continue to grow or mi@in stability throughout 2011. If tt
expansion cycle is not sustained, even at modgrateth levels, it could have an adverse effecttengpending patterns of businesses inclt
our current and potential customers which couldeashly affect our revenues and therefore harm osinkess and result of operations.

Our Income Tax Rate is Affected by our Tax Benefitsin Hungary. The profit from our Hungarian operations benefitnfr the fact th:
they are subject to an income tax rate that is tdhan the U.S. federal statutory tax rate of 3B%rt of this benefit became effective Janua
2010, under a new tax law in Hungary that providesan enhanced deduction for qualified researchdevelopment expenses. The enha



tax deduction for research and development expersetted in an income tax benefit of $13 millian2i010.

This benefit may not be available in future yeaus tb changes in political conditions in Hungarycbanges in tax laws in Hungary an
the U.S. The reduction or elimination of these lfighén Hungary or future changes in U.S. law pigiteg to the taxation of foreign earnir
could result in an increase in our future effectiveome tax rate which could have a material advefgect on our operating results.

We are Subject to Risks Associated with Our Centralization of Inventory and Distribution. Currently, shipments to our custon
worldwide are primarily sourced from our warehoteslity in Debrecen, Hungary. Shipments to somewaf customers in Asia are currel
made either out of local inventory managed by aw@nbh operations in various Asian countries or fraroentralized distribution point
Penang, Malaysia. We plan to continue to devoteuregs to centralizing our distribution to a linditeumber of shipping points. C
centralization of inventory and distribution fronlimited number of shipping points is subject thénent risks, including:

« burdens of complying with additional and/or morengdex VAT and customs regulations; and,

« severe concentration of inventory increasing teksriassociated with fire, natural disasters anitiog disruptions to customer or
fulfillment.

No assurance can be given that our efforts willshecessful. Any difficulties with the centralizati@f distribution or delays in tl
implementation of the systems or processes to styppis centralized distribution could result in arterruption of our normal operatio
including our ability to process orders and shipdarcts to our customers. Any failure or delay istrifbution from our facility in Hungary cou
have a material adverse effect on our operatingtes

We Operatein Intensely Competitive Markets. The markets in which we operate are characterigddtbnse competition from numerc
competitors, some of which are divisions of largeporations having far greater resources than we,lrend we may face further competi
from new market entrants in the future. A key cotitpe is Agilent Technologies Inc. (“Agilent”)Agilent offers hardware and softw:
products that provide solutions that directly cotepeith our virtual instrumentation products and lacently released its own line of |
based hardware. Agilent is aggressively advertigimgy marketing products that are competitive with groducts. Because of Agileststron
position in the instrumentation business, changessi marketing strategy or product offerings coblive a material adverse effect on
operating results.

We believe our ability to compete successfully aelseon a number of factors both within and outsidecontrol, including:

« new product introductions by competito

« the ability of competitors to more fully leveragev cost geographies;

« product pricing;

« the impact of foreign exchange rates on producinmi

- adequate manufacturing capacity and supply of compis and materials;
« efficiency of manufacturing operations;

« success in developing new products;

« timing of our new product introductions;

« effectiveness of sales and marketing resources@atbgies

« strategic relationships with other supplie

« quality and performanci

« protection of our products by effective use of lietetual property laws

« the outcome of any material intellectual propeitigation;

« the financial strength of our competito

« barriers to entry imposed by competitors with digant market power in new markets;
« general market and economic conditions; and,

« government actions throughout the world.

There can be no assurance that we will be ablertgpete successfully in the future.

Concentrations of Credit Risk and Uncertain Conditions in the Global Financial Markets May Adversely Affect Our Financial
Condition and Result of Operations. By virtue of our holdings of cash, investment sé@s and foreign currency derivatives, we I
exposure to many different counterparties, andimelyt execute transactions with counterpartieshim financial services industry, includ
commercial banks and investment banks. Many oftlremsactions expose us to credit risk in the ewa default of our counterparties. Tr
can be no assurance that any losses or impairntenke carrying value of our financial assets asslt of defaults by our counterpart
would not materially and adversely affect our bass financial position and results of operations.

We Rely on Management I nformation Systems and any Disruptionsin Our Systems Would Adversely Affect Us. We rely on a primal
global center for our management information systemd on multiple systems in branches not covegyedun global center. As with a
information system, unforeseen issues may ariseciiald affect our ability to receive adequate,unate and timely financial informatic
which in turn could inhibit effective and timely @lsions. Furthermore, it is possible that our glatemter for information systems or our bra
operations could experience a complete or patiaidown. If such a shutdown occurred, it would ietpaur product shipments and reven
as order processing and product distribution aevihedependent on our management information systé\ccordingly, our operating rest
in such periods would be adversely impacted. Weanginually working to maintain reliable systeroscontrol costs and improve our ability
deliver our products in our markets worldwide. Nsw@ance can be given that our efforts will be essfuil.



During 2010, we continued to devote resourceseaadtvelopment of our web offering. In addition, evoted significant resources to
upgrade of our Americas business application foit®racles version R12. There can be no assurance thatilveotvexperience difficultie
with our systems or web offerings. Difficulties wibur systems or web offerings may interrupt oumnrad operations, including our ability
provide quotes, process orders, ship products,igeoservices and support to our customers, bill @ack our customers, fulfill contracti
obligations and otherwise run our business. Anyugson occurring with these systems or web offgsimay have a material adverse effec
our operating results.

During 2011, we plan to devote significant resosrtee the upgrade of our European and JapaneseeBasapplication suite to Orade’
version R12. We are also planning to upgrade thderying infrastructure of our web site, ni.comgdasur European and Japanese bus
application suite. In addition, we expect to coué to devote resources to the continued developaferur worldwide network infrastructu
business applications and web offerings. Thesestyp system wide upgrades and development havgotieatial to cause significant busir
disruptions. We have plans to mitigate these p@kbtisiness disruptions but there is no certatihét our plans will be effective should suc
disruption occur. Any failure to successfully iraplent these initiatives could have a material asb/effect on our operating results.

Recent Adoption of Complex Health Care Legislation and Related Regulations and Financial Reform Could Increase our Operating
Costs. The adoption of the Patient Protection and AffofdaDare Act and the related reconciliation meastire,Health Care and Educat
Reconciliation Act of 2010, and the regulationsutiésg from such legislation could increase thetsosf providing health care to ¢
employees. Due to the complexity of the legislatiml the uncertain timing and content of the relaggulations, we are unable to predict
amount and timing of any such increased costsddlitian it is likely that we will incur additionaddministrative costs to comply with cert
provisions of this legislation. Due to the factttimany of the rules and regulations have not yenbdefined, we are unable to predict
amount of these costs or to what extent we may tediert other resources to comply with variousvisions of this legislation. Additionall
the recently adopted Doderank Wall Street Reform and Consumer Protectioncdald result in increased costs to us either gesalt of ou
efforts to comply with the corporate governancevjgions which may be applicable to us or due toithpact of such legislation on 1
derivative contracts or other financial instrumemtg$inancial markets that we utilize in the norroalirse of our business.

Our Quarterly Results are Subject to Fluctuations Due to Various Factors. Our quarterly operating results have fluctuatethapast ar
may fluctuate significantly in the future due tawamber of factors, including:

« changes in the mix of products sold;

« changes in the amount of revenue derived from larders;

« fluctuations in foreign currency exchange rates;

« changes in the economy or credit markets in the ar.globally;

« the availability and pricing of components fronrthparties (especially limited sources);

« the timing, cost or outcome of intellectual progditigation;

« the difficulty in maintaining margins, includingethigher margins traditionally achieved in interoaal sales
« changes in pricing policies by us, our competitarsuppliers

« delays in product shipments caused by human errother factors; anc

« disruptions in transportation channe

Our Revenues are Subject to Seasonal Variations. In previous years, our revenues have been chaireddry seasonality, with reveni
typically growing from the first quarter to the sead quarter, being relatively constant from theosecquarter to the third quarter, growing
the fourth quarter compared to the third quarter éeclining in the first quarter of the followinggr from the fourth quarter of the prece«
year. This historical trend has been affected aag continue to be affected in the future by brdadtéiations in the global industrial econol
the economic impact of larger orders as well agtitheng of new product introductions and/or acqtinsis, if any. We cannot predict whet
the global industrial economy will continue to grawmaintain stability throughout 2011. Our totpkoating expenses have in the past te
to increase in each successive quarter and hasteidiied as a percentage of revenue based on thensdity of our revenue. We are budge
to increase our research and development persbgrid% and our field sales force by 24% during 200Lr overall headcount is budgete
increase by 17%. The timing and extent of thesseqmerel additions could affect our historical patteof operating costs as a percent of rev
and our historical patterns of profitability.

Our Product Revenues are Dependent on Certain Industries. Sales of our products are dependent on customessrtain industrie
particularly the telecommunications, semiconductmnsumer electronics, automotive, automated tgaipment, defense and aerosy
industries. As we have experienced in the past,amnd/e may continue to experience in the futureymdorns characterized by diminist
product demand in any one or more of these indsstriay result in decreased sales, and a mateviatlssleffect on our operating results.

Our Success Depends on New Product Introductions and Market Acceptance of Our Products. The market for our products
characterized by rapid technological change, emghihdustry standards, changes in customer neatl$raguent new product introductio
and is therefore highly dependent upon timely pobdlinovation. Our success is dependent on ouityahil successfully develop and introd
new and enhanced products on a timely basis tacepdeclining revenues from older products, anéhoreasing penetration in domestic
international markets. As has occurred in the padtas may be expected to occur in the future,ave kxperienced significant delays betw
the announcement and the commercial availabilityhwef products. Any significant delay in releasirgyproducts could have a mate
adverse effect on the ultimate success of a praghattother related products and could impede coatirsales of predecessor products, a
which could have a material adverse effect on @arating results. There can be no assurance thatilWiee able to introduce new product:
accordance with announced release dates, that reelugis will achieve market acceptance or thatsargh acceptance will be sustained for
significant period. Failure of our new productsaithieve or sustain market acceptance could havaterial adverse effect on our opera
results. Moreover, there can be no assurance thahrnational sales will continue at existingdes or grow in accordance with our effort
increase foreign market penetrati



Our Business is Dependent on Key Suppliers . Our manufacturing processes use large volumes gii-dquality components ai
subassemblies supplied by outside sources. Sewkthlese components are available through limitegrees. Limited source compone
purchased include custom application specific irgegl circuits (“ASICs”),chassis and other components. We have in the gpstience
delays and quality problems in connection with tedi source components, and there can be no assutatchese problems will not recu
the future. Accordingly, our failure to receive gooments from limited suppliers could result in atenial adverse effect on our revenues
operating results. In the event that any of ouiitéoh suppliers experience significant financialoperational difficulties due to adverse glc
economic conditions or otherwise, our business @efrating results would likely be adversely impdctmtil we are able to secure ano
source for the required materials.

We May Experience Component Shortages. As has occurred in the past and as may be expextsgtur in the future, supply shortage
components used in our products, including limismlrce components, can result in significant aoldiiti costs and inefficiencies
manufacturing. If we are unsuccessful in resohdang such component shortages in a timely mannewilvexperience a significant impact
the timing of revenue, a possible loss of reveane/or an increase in manufacturing costs, anyhaélwwould have a material adverse im|
on our operating results.

We are Subject to Risks Associated with Our Web Site.  We devote resources to maintain our Web site agyankarketing, sales a
support tool and expect to continue to do so infthhere. However, there can be no assurance thawiWde successful in our attempt
leverage the Web to increase sales. We host our $Mekinternally. Any failure to successfully maiimt our Web site or any significi
downtime or outages affecting our Web site couldehe material adverse impact on our operating tesul

Our Products are Complex and May Contain Bugs or Errors. As has occurred in the past and as may be expezictur in the futur
our new software products or new operating systefntisird parties on which our products are basedro€ontain bugs or errors that can re
in reduced sales and/or cause our support cosisriease, either of which could have a materiakasly impact on our operating results.

We are Subject to Various Risks Associated with International Operations and Foreign Economies. Our international sales are sub
to inherent risks, including:

« fluctuations in local economies;

« fluctuations in foreign currencies relative to thes. dollar;

- difficulties in staffing and managing foreign optoas;

« greater difficulty in accounts receivable colleatio

« costs and risks of localizing products for foregguntries;

« unexpected changes in regulatory requireme

« tariffs and other trade barrie!

« difficulties in the repatriation of earnings; ai

« the burdens of complying with a wide variety ofdign laws.

In many foreign countries, particularly in thoséhwileveloping economies, it is common to engadaisiness practices that are prohit
by U.S. regulations applicable to us such as theigo Corrupt Practices Act. Although we have gecand procedures designed to er
compliance with these laws, there can be no assertirat all of our employees, contractors and agentluding those based in or fr
countries where practices which violate such Uafslmay be customary, will not take actions inatioin of our policies. Any violation
foreign or U.S. laws by our employees, contractoragents, even if such violation is prohibiteddoy policies, could have a material adv
effect on our business. We must also comply wittiovs import and export regulations. The applicatid these various regulations depend
the classification of our products which can chaoger time as such regulations are modified orrpreged. As a result, even if we
currently in compliance with applicable regulatiptigere can be no assurance that we will not hawecur additional costs or take additic
compliance actions in the future. Failure to compligh these regulations could result in fines and&rmination of import and expi
privileges, which could have a material adverseatfbn our operating results. Additionally, theulagory environment in some countrie
very restrictive as their governments try to proteeir local economy and value of their local emey against the U.S. dollar.

The vast majority of our sales outside of North Alcee are denominated in local currencies, and aiegly, the U.S. dollar equivalent
these sales is affected by changes in the foreigremcy exchange rates. The change in exchange hateé the effect ofncreasing ot
consolidated sales by $13 million or 2% in 2010 dedreasing our consolidated sales by $30 millioA% in 2009. If the local currencies
which we sell our products strengthen against tf& dollar, we may need to lower our prices inltwal currency to remain competitive in
international markets which could have a materiaease effect on our gross and net profit mardirthie local currencies in which we sell «
products weaken against the U.S. dollar and if ldoal sales prices cannot be raised due to cormetitressures, we will experienc
deterioration of our gross and net profit margi@sce most of our international operating experasesalso incurred in local currencies,
change in exchange rates had the effect of inergasir operating expenses by $9 million or 3% it@®@&nd decreasing our operating expe
by $12 million or 2% in 2009. Currently, we are exipncing significant volatility in foreign currep@xchange rates in many of the marke
which we do business. This has had a significamtaith on the revaluation of our foreign currency atemated firm commitments, on ¢
ability to forecast our U.S. dollar equivalent reves and expenses and on the effectiveness of emgirty programs. In the past, th
dynamics have also adversely affected our revenmsth in international markets and may pose singlallenges in the future.

Our Business Depends on Our Proprietary Rights and We are Subject to I ntellectual Property Litigation. Our success depends on
ability to obtain and maintain patents and otheppietary rights relative to the technologies usedur principal products. Despite our effc
to protect our proprietary rights, unauthorizedtiparmay have in the past infringed or violatedaiarof our intellectual property rights. \
from time to time engage in litigation to protectrantellectual property rights. In monitoring apdlicing our intellectual property rights,



have been and may be required to spend signifiesources. We from time to time may be notified tha are infringing certain patent
intellectual property rights of others. There canrn assurance that any existing intellectual ptgpéigation or any intellectual propel
litigation initiated in the future, will not resuilt significant litigation expense, liability, inietion against the sale of some of our productd,e
diversion of management’s attention, any of whicdyrhave a material adverse effect on our operaéisgits.

Our Reported Financial Results May be Adversely Affected by Changes in Accounting Principles Generally Accepted in the United
States. We prepare our financial statements in conformiiyveccounting principles generally accepted inth8. These accounting princip
are subject to interpretation by the Financial Asting Standards Board and the Securities and Exggh&ommission. A change in th
policies or interpretations could have a significaffect on our reported financial results, and Idoaffect the reporting of transactic
completed before the announcement of a change.

Our Business Depends on the Continued Service of Key Management and Technical Personnel. Our success depends upon the
continued contributions of our key management ssaferketing, research and development and opeghfi@rsonnel, including Dr. Truchard,
our Chairman and Chief Executive Officer, and otinembers of our senior management and key techpécabnnel. We have no agreements
providing for the employment of any of our key emy@es for any fixed term and our key employees wadyntarily terminate their
employment with us at any time. The loss of theises of one or more of our key employees in tharkicould have a material adverse effect
on our operating results. We also believe our fuirccess will depend upon our ability to attract getain additional highly skilled
management, technical, marketing, research andajgwent, and operational personnel with experiénceanaging large and rapidly
changing companies, as well as training, motivaséind supervising employees. Our failure to attoacetain key technical or managerial tal
could have an adverse effect on our operating tedMe also recruit and employ foreign nationaladbieve our hiring goals primarily for
engineering and software positions. There can bguaoantee that we will continue to be able touiédoreign nationals at the current rate.
There can be no assurance that we will be sucdessttaining our existing key personnel or attiag and retaining additional key personnel.
Failure to attract and retain a sufficient numbieour key personnel could have a material adveffeeteon our operating results.

Our Manufacturing Operations are Subject to a Variety of Environmental Regulations and Costs. We must comply with many differe
governmental regulations related to the use, ségrdgcharge and disposal of toxic, volatile oreotfise hazardous chemicals used in
manufacturing operations in the U.S. and in Hungaifthough we believe that our activities conformpresently applicable environmer
regulations, our failure to comply with presentfature regulations could result in the impositiohfimes, suspension of production c
cessation of operations. Any such environmentallegpns could require us to acquire costly equiphwe to incur other significant expen
to comply with such regulations. Any failure by tascontrol the use of or adequately restrict thecldarge of hazardous substances ¢
subject us to future liabilities.

We Are Subject to the Risk of Product Liability Claims. Our products are designed to provide informatioarugwhich users may rely. C
products are also used in “real timegiplications requiring extremely rapid and contumsiprocessing and constant feedback. Such applic
give rise to the risk that a failure or interruptiof the system or application could result in exraic damage or bodily harm. We attemg
assure the quality and accuracy of the processetained in our products, and to limit our produebility exposure through contract
limitations on liability, limited warranties, exm® disclaimers and warnings as well as disclaimergained in our “shrink wraplicense
agreements with endsers. If our products contain errors that prodacerrect results on which users rely or causeufailor interruption ¢
systems or processes, customer acceptance ofaduigis could be adversely affected. Further, wédche subject to liability claims that col
have a material adverse effect on our operatinglte®r financial position. Although we maintairallility insurance for product liabili
matters, there can be no assurance that such mtguca the contractual limitations used by ustdtlour liability will be sufficient to cover «
limit any claims which may occur.

Our Acquisitions are Subject to a Number of Related Costs and Challenges. We have from time to time acquired, and may infthare
acquire, complementary businesses, products ontéafies. Achieving the anticipated benefits ofaamguisition depends upon whether
integration of the acquired business, productseohriology is accomplished efficiently and effedijvdn addition, successful acquisitic
generally require, among other things, integratémproduct offerings, manufacturing operations andrdination of sales and marketing
R&D efforts. These difficulties can become more ligmging due to the need to coordinate geograplgicsdparated organizations,
complexities of the technologies being integrataedd the necessities of integrating personnel wipatate business backgrounds
combining two different corporate cultures. Theegriation of operations following an acquisitioncatequires the dedication of manager
resources, which may distract attention from oyreday business and may disrupt key R&D, marketingades efforts. The inability of o
management to successfully integrate any futureiaitipn could harm our business. Some of the mggproducts previously sold by some
the entities we have acquired are of lesser qudday our products and/or could contain errors pinatluce incorrect results on which users
or cause failure or interruption of systems or peses that could subject us to liability claimg twuld have a material adverse effect or
operating results or financial position. Furthersygroducts acquired in connection with acquisgiomy not gain acceptance in our marl
and we may not achieve the anticipated or desiee@fits of such transaction.

Provisions in Our Charter Documents and Delaware Law and Our Stockholder Rights Plan May Delay or Prevent an Acquisition of
Us. Our certificate of incorporation and bylaws and &ehre law contain provisions that could make it endifficult for a third party t
acquire us without the consent of our Board of &lwes. These provisions include a classified Basrirectors, prohibition of stockholc
action by written consent, prohibition of stockhaisl to call special meetings and the requiremexttttte holders of at least 80% of our sh
approve any business combination not otherwisecaegr by twothirds of the Board of Directors. Delaware law al®poses some restrictic
on mergers and other business combinations betwsemnd any holder of 15% or more of our outstandiogmmon stock. In addition, ¢
Board of Directors has the right to issue prefesstmtk without stockholder approval, which couldused to dilute the stock ownership
potential hostile acquirer. Our Board of Directadopted a stockholders rights plan on January @Q4,2pursuant to which we declare
dividend of one right for each share of our commtutk outstanding as of May 10, 2004. This righas peplaced a similar rights plan that
been in effect since our initial public offering 11995. Unless redeemed by us prior to the timeities are exercised, upon the occurrent
certain events, the rights will entitle the holdeygeceive upon exercise thereof shares of odepesl stock, or shares of an acquiring er



having a value equal to twice the theurrent exercise price of the right. The issuanicthe rights could have the effect of delayin
preventing a change of control of us.

Compliance With Sections 302 and 404 of the Sarbanes-Oxley Act of 2002 is Costly and Challenging. As required by Section 302 of 1
Sarbanes-Oxley Act of 2002, this Form 10-K contains managemert’ certification of adequate disclosure controls pnacedures as
December 31, 2010. This report on FormKL@Iso contains a report by our management on ot@rrial control over financial reporti
including an assessment of the effectiveness ofi@ernal control over financial reporting as of d@enber 31, 2010. This Form X0alsc
contains an attestation and report by our exteanditors with respect to the effectiveness of oternal control over financial reporting un
Section 404. While these assessments and repaftaadireveal any material weaknesses in our intezamatrol over financial reportin
compliance with Sections 302 and 404 is requirecefh future fiscal year end. We expect that tigping compliance with Sections 302
404 will continue to be both very costly and vehalienging and there can be no assurance that ialateraknesses will not be identifiec
future periods. Any adverse results from such omg@ompliance efforts could result in a loss ofeistor confidence in our financial rep¢
and have an adverse effect on our stock price.

ITEM 1B. UNRESOLVED STAFF COMMENTS
None.
ITEM 2. PROPERTIES

Our principal corporate and research and developraetivities are conducted ithree buildings we own in Austin, Texas. We ¢
approximately 69 acres of land in north Austin, @&xon which are a 232,000 square foot officeifgcih 140,000 square foot manufactu
and office facility, and a 380,000 square foot aeske and development facility. We also own a 138,8quare foot office building in Aust
Texas which is being leased to thpdrties. Our principal manufacturing and distribatiactivities are conducted at our 239,000 squaoi
manufacturing and distribution facility in Debrecétungary which we own. Our German subsidiary, dl@l Instruments Engineering Gm
& Co. KG, owns a 25,500 square foot office buildimgAachen, Germany in which a majority of its sities are conducted. Natiol
Instruments Engineering owns another 19,375 sqf@ot office building in Aachen, Germany, which isrpally leased to thirgbarties
National Instruments Corporation (UK) Limited, Usdt Kingdom, owns a 29,270 square foot office boddin Newbury, UK in which
majority of its activities will be conducted. We nwpproximately 17 acres of land in an industrakgn Penang, Malaysia.

As of December 31, 2010, we also leased a numbsales and support offices in the U. S. and varcmustries throughout the wor
Our facilities are currently being utilized belowarimum capacity to allow for future headcount grovaind design/construction cycles
needed. We believe our existing facilities are adég to meet our current requirements.

ITEM 3. LEGAL PROCEEDINGS

We filed a patent infringement action on January 281, in the U.S. District Court, Eastern Digtraid¢ Texas (Marshall Divisiol
claiming that The MathWorks, Inc. (“MathWorksihfringed certain of our U.S. patents. On Janudy 203, a jury found infringement
MathWorks of three of the patents involved and aedrus specified damages. On September 23, 2003Digtrict Court entered fin
judgment in favor of us and entered an injunctigiaiast MathWork’ sale of its Simulink and related products and stalye injunctiol
pending appeal. Upon appeal, the judgment andhfbadtion were affirmed by the U.S. Court of Appefdr the Federal Circuit (Septembe
2004). Subsequently the stay of injunction wasgdifby the District Court. In November 2004, thafijudgment amount of $7.4 million whi
had been held in escrow pending appeal was releasexd

An action was filed by MathWorks against us on Sefiter 22, 2004, in the U.S. District Court, Easterstrict of Texas (Marshe
Division), claiming that on that day MathWorks hadeased modified versions of its Simulink and tedaproducts, and seeking a declare
judgment that the modified products do not infrinlge three patents adjudged infringed in the Qis@ourt's decision of September 23, 2
(and affirmed by the Court of Appeals on Septen®)e2004). On November 2, 2004, MathWorks servedctiraplaint on us. We filed .
answer to MathWorks’ declaratory judgment complagenying MathWorks’ claims of noimfringement and alleging our own affirmat
defenses. On January 5, 2005, the Court deniedtaropt motion by us to enjoin the modified Simulproducts under the injunction in eff
from the first case. On January 7, 2005, we amemdednswer to include counterclaims that MathWorkedified products are infringil
three of our patents, and requested unspecifiedagasand an injunction. MathWorks filed its remyour counterclaims on February 7, 2(
denying the counterclaims and alleging affirmatilefenses. On March 2, 2005, we filed a notice geapregarding the Court's denial of
contempt motion. On March 15, 2005, the Court stayathWorks’declaratory judgment action, pending a decisiothenappeal by the Col
of Appeals for the Federal Circuit. On Februarg@06, the Court of Appeals for the Federal Cirefiirmed the District Court January 20(
order. On November 22, 2006, the District Coutedfthe stay. During the fourth quarter of 2004 ,aserued $4 million related to our probe
loss from this contingency, which consisted enyirefl anticipated patent defense costs that atithe, twere estimated to be probable. Ir
fourth quarter of 2006, we accrued an addition&l0$800 related to this contingend®uring the third quarter of 2009, we reduced theraa
by $2 million and during the first quarter of 201 reduced the accrual by an additional $1,037t606flect a decrease in the estimated
that were probable of being incurred in this actiOn December 13, 2010, the court dismissed ttie agon a joint motion of the parties. /
result, we reduced the accrual by an additionab®0 during the fourth quarter of 2010 and thewalds now zero. To date, we have cha
a cumulative total of $638,000 related to thisa@ti

ITEM 4. SUBMISSION OF MATTERS TO AVOTE OF SECURITY HOLDERS

No matter was submitted to a vote of our securitigérs during the fourth quarter of the fiscal yeavered by this report.






PART Il

ITEM 5. MARKET FOR THE REGISTRANT'S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND
ISSUER PURCHASES OF EQUITY SECURITIES

Our common stock, $0.01 par value, began trading e NASDAQ Stock Market under the symbol NATI effiee March 13, 199
Prior to that date, there was no public marketdier common stock. The high and low closing pricesdur common stock, as reportec
Nasdaq for the two most recent fiscal years, aiadisated in the following table

High Low

2010

First Quarter 2010 $ 33.6¢ $ 28.2¢
Second Quarter 2010 36.71 29.8:
Third Quarter 2010 33.4¢ 28.3i
Fourth Quarter 2010 37.9¢ 31.9¢
2009

First Quarter 2009 $ 23.8¢ $ 16.0¢
Second Quarter 2009 23.8: 18.6¢
Third Quarter 2009 28.5¢ 21.4¢
Fourth Quarter 2009 29.8¢ 26.6¢

At the close of business on February 15, 2011,etheere approximately 432 holders of record of oommon stock ar
approximately 25,517 beneficial holders of our camrstock.

We believe factors such as quarterly fluctuatiom®ur results of operations, announcements by usuprcompetitors, technologi
innovations, new product introductions, governmenégulations, litigation, changes in earnings reates by analysts or changes in
financial guidance may cause the market price of ammmon stock to fluctuate, perhaps substantidllyaddition, stock prices for ma
technology companies fluctuate widely for reasdwg thay be unrelated to their operating resultesétbroad market and industry fluctuat
may adversely affect the market price of our comstock.

Our cash dividend payments for the two most reisoal years are indicated in the following table @ per share basis. The divide
were paid on the dates set forth below;

2010

March 1, 2010 $ 0.12
June 1, 2010 0.1<
August 30, 2010 0.1t
November 29, 2010 0.1<
2009

March 2, 2009 $ 0.1Z
June 1, 2009 0.12
August 31, 2009 0.12
November 30, 2009 0.12

Our policy as to future dividends will be based among other considerations, our views on potefiitare capital requirements rela
to research and development, expansion into neweanhareas, strategic investments and businesssitigs, share dilution management, I
risks, and challenges to our business model.

On January 21, 2011, our Board of Directors dedlarguarterly cash dividend of $0.15 per commonestzayable February 21, 20
to stockholders of record on February 4, 2011.

On January 21, 2011, our Board of Directors dedlar& for 2 stock split to be effected as a stdelddnd, payable February 21, 20
to stockholders of record on February 4, 2011 sAlre and per-share data in this Form 10-K is ptedeprior to this split.

Seeltem 12for information regarding securities authorized ifsuance under our equity compensation plans.
Performance Graph

The following graph compares the cumulative toélim to stockholders of Nd’common stock from December 31, 2005 to Dece
31, 2010 to the cumulative return over such pedab(l) Nasdagq Composite Index and (ii) Russell 20@fex. We use the Russell 2000 In
due to the fact that we have not been able to ifgeatpublished industry or line of business indbat we believe appropriately reflects
industry or line of business. We considered thatpyimary competitors are divisions of large cogtams that have other significant busir
operations such that any index comprised of suchpetitors would not be reflective of our industry lme of business. We have &
considered using a peer group index but do noébelsuch index is appropriate as we have not bglert@identify other public companies t



we believe are principally in the same line of besis as we are.

The graph assumes that $100 was invested on Dece&th2005 in NI common stock and in each of the other two indares thi
reinvestment of all dividends, if any. Stockholdars cautioned against drawing any conclusions fierdata contained therein, as past re
are not necessarily indicative of future perforneanc

200 I
m— Pational Instruments
— hasdag
150 Russell 2000
100
50
(4] !
12/31/05 12/31/06 12/31,/07 12/31/08 12/31,/09 12/31/10
12/31/05| 12/31/06| 12/31/07| 12/31/08| 12/31/00 12/31/10
National Instruments 100 a5 104 76 o2 117
Nasdag 100 110 120 72 103 120
Russell 2000 1040 117 114 74 93 116

The information contained in the Performance Grsipall not be deemed to be “soliciting materialtorbe “filed” with the SEC, nc
shall such information be incorporated by refereinte any future filing under the Securities ActX#33, as amended (the “Securities Act),
the Exchange Act, except to the extent that NI $ipatly incorporates it by reference into any suitimg. The graph is presented in accordz
with SEC requirements.

ISSUER PURCHASES OF EQUITY SECURITIES

Total numbe Maximum

of shares number of
purchased as shares that

part of may yet be

publicly purchased

Total numbe announced under the

of shares Average prici plans or plans or

Period purchase paid per shar programs programs (1
October 1, 2010 to October 31, 2C - - - 2,621,49
November 1, 2010 to November 30, 2( - - - 2,621,49
December 1, 2010 to December 31, 2010 - - - 2,621,49

Total - - -

(1) For the past several years, we have maintameidus stock repurchase programs. At Decembe@Q09, there were 1,688,327 shi
available for repurchase under the program apprawethnuary 2009. On April 21, 2010, our Board ofebtors approved a new sh
repurchase program that increased the aggregatbaenuwhshares of common stock that we are authbtizeepurchase from 674,098 to
million. This repurchase program does not havexgiration date

ITEM 6. SELECTED CONSOLIDATED FINANCIAL DATA



The following selected consolidated financial dsttauld be read in conjunction with our consoliddiadncial statements, including
Notes to Consolidated Financial Statements containghis Form 1-K. The information set forth below is not necedgandicative of th
results of our future operations. The informatidd be read in conjunction with “ManagemenbDiscussion and Analysis of Finan
Condition and Results of Operations.”

Years Ended December 31
(in thousands, except per share data)

2010 2009 2008 2007 2006
Statements of Income Data
Net sales
Americas $ 359,89 $ 292,99¢ $ 355,87¢ $ 331,48: $ 317,78(
Europe . 261,11¢ 210,18t 267,37. 230,94( 193,36:-
Asia Pacific 252,20 173,40° 197,28t 177,95t 149,26:
Consolidated ne
sales 873,22( 676,59 820,53 740,37¢ 660,40°
Cost of sales 200,08: 169,88: 207,10¢ 185,26 173,34t
Gross profit 673,13 506,71( 613,42 555,11: 487,05¢
Operating expense
Sales and
marketing 319,60t 269,26 307,40¢ 264,06( 232,05(
Research and
development 158,14¢ 132,97: 143,14( 126,51! 113,09!
General ant
administrative 67,06¢ 57,93¢ 67,16 62,44: 54,19:
Total operating
expenses 544,82 460,17¢ 517,71. 453,02( 399,33
Operating
income 128,31 46,53 95,717 102,09: 87,72
Other income (expense
Interest income 1,391 1,62¢ 5,99¢ 9,82 6,84
Net foreign exchange gain
(loss) (2,58¢) 734 (3,737) 1,672 74C
Other income (expense),
net 992 1,351 161 (15¢€) (7)
Income before income
taxes 128,11. 50,24: 98,137 113,42 95,30:
Provision for income
taxes 18,99¢ 33,16( 13,31( 6,39¢ 22,59¢
Net income $ 109,11¢ $ 17,08 $ 84,827 $ 107,03 $ 72,70¢
Basic earnings p¢
share $ 14C $ 02z $ 1.0¢ $ 1.3 $ 0.91
Weighted average shares outstanding - basic 77,98 77,52( 78,56 79,46¢ 79,51¢
Diluted earnings pe
share $ 1.3t $ 0.2z $ 1.07 $ 132 $ 0.8¢
Weighted average shares outstanc- diluted 79,04¢ 78,02¢ 79,51¢ 81,04 81,51¢
Cash dividends declared per common share $ 05z $ 0.4t $ 04/ % 03/ $ 0.24

December 31
(in thousands)

2010 2009 2008 2007 2006
Balance Sheet Data
Cash and cas
equivalents $ 219,44 $ 201,46! $ 229,400 $ 194,83¢ $ 100,28
Shor-term
investments 131,21! 87,19¢ 6,22( 93,83¢ 150,19(
Working capital 484,40¢ 413,75¢ 398,29. 419,87 379,73
Total assets 959,68. 813,02¢ 832,59: 818,81. 721,22(
Long-term debt, net of current
portion - - - - -

Total stockholder



equity 744,54 654,42( 664,43t 661,08t 596,68




ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

The following “Management’s Discussion and AnalysisFinancial Condition and Results of Operationsintains forwardeoking
statements within the meaning of Section 27A ofSbeurities Act of 1933 and Section 21E of the i@m=uExchange Act of 1934. A
statements contained herein regarding our futunaricial performance or operations (including, witlidimitation, statements to the effect-
we “believe,” “expect,” “plan,” “may,” “will,” “pro ject,” “continue,” or “estimate” or other variations thereof or comparable termingyoo!
the negative thereof) should be considered forwaotting statements. Actual results could differ enatly from those projected in t
forward-looking statements as a result of a number of maoo factors including those set forth under theading “ Risk Factors’ beginning
on page 12, and elsewhere in this Form 10-K. Altfiowe believe that the expectations reflected & forwardiooking statements a
reasonable, we cannot guarantee future resultgléesf activity, performance or achievements. Ywukl not place undue reliance on th
forward-looking statements. We disclaim any obligationgdate information contained in any forward-lookstgtement.

Overview

National Instruments Corporation (“we”, “us” or “G)is a leading supplier of measurement and autmmaroducts that engineers and
scientists use in a wide range of industries. Tlradestries comprise a large and diverse markeddésign, control and test applications. We
provide flexible application software and modulagltifunctional hardware that users combine witthustrystandard computers, networks ¢
third party devices to create measurement, automatid embedded systems, which we also refer‘tarasal instruments”. Our approach
gives customers the ability to quickly and coskefively design, prototype and deploy unique custiafined solutions for their design, cont
and test application needs. We sell to a large murobcustomers in a wide variety of industries. Mé@e been profitable in every year since
1990. No single customer accounted for more tharofietur sales in 2010, or 3% of our sales in 2002098.

The key strategies that management focuses omiming our business are the following:
Expanding our broad customer base

We strive to increase our already broad customee bg serving a large market on many computergstat, through a global market
and distribution network. We also seek to acquae technologies and expertise from time to timeriber to open new opportunities for
existing product portfolio.

Maintaining a high level of customer satisfaction

To maintain a high level of customer satisfactianstrive to offer innovative, modular and integdapeoducts through a global sales and
support network. We strive to maintain a high degrEbackwards compatibility across different patfis in order to preserve the customer’s
investment in our products. In this time of integémbal competition, we believe it is crucial theg continue to offer products with quality and
reliability, and that these products provide cdftative solutions for our customers.

Leveraging external and internal technology

Our product strategy is to provide superior prodimt leveraging generally available technology psupng open architectures on multi
platforms and by leveraging our core technologiehsas custom application specific integrated disqASICs”) across multiple products.

We sell into test and measurement (“T&MiNd industrial/embedded applications in a broadeaof industries and as such are subje
the economic and industry forces which drive thoskets. It has been our experience that the pedioce of these industries and
performance is impacted by general trends in imtdgtroduction for the global economy and by tpedfic performance of certain verti
markets that are intensive consumers of measureteembologies. Examples of these markets are sechimbor capital equipment, telecc
defense, aerospace, automotive and others

In assessing our business, we consider the trentie iGlobal Purchasing Managers Index (“PMI”) jistéd by JP Morgan, global
industrial production as well as industry repomstioe specific vertical industries that we targ®ter the last 24 months, the PMI has reflected
uncertain economic conditions by reaching a lo8®fn December 2008 and rising to a high of 58 milA22010. The PMI was at 55 for
December 2010. Historically, our business cyclegtfallowed the expansion and contraction cyclegh@nPMI. During 2010, the PMI had an
average reading of 55. A reading above 50 is inidieaf expansion in the global industrial econoMie are unable to predict whether the
current expansion cycle, as measured by the PMIbeisustained throughout 2011. If this expanssomot sustained, even at moderate levels,
it could have an adverse effect on the spendinigipet of businesses including our current and piatezustomers which could adversely aff
our revenues and therefore harm our business anott of operations.

We distribute our software and hardware producisamily through a direct sales organization. Wepalse independent distributc
OEMs, VARSs, system integrators and consultants ackat our products. We have sales offices in ti& End sales offices and distributor
key international markets. Sales outside of the Agas accounted for approximately 59% of our rewesnim 2010 and 57% of our revenue
2009 and 2008. The vast majority of our foreigresaire denominated in the customéosal currency, which exposes us to the effec
changes in foreign currency exchange rates. Wecéxpat a significant portion of our total revenuedl continue to be derived fro
international sales. (Seééote 12 - Segment informaticof Notes to Consolidated Financial Statements firit concerning the geograg
breakdown of our net sales, operating income, ésteéncome and long-lived assets).



We manufacture a substantial majority of our praslat our facilities in Debrecen, Hungary. Additbmproduction primarily of loy
volume or newly introduced products is done in Aystexas. Our product manufacturing operationslmamlivided into four areas: electrc
circuit card and module assembly; chassis and @dgdembly; technical manuals and product suppaudrdentation; and software duplicati
We manufacture most of the electronic circuit casdemblies and moduleshiouse, although subcontractors are used from tintene. We
currently use a subcontractor in Asia to manufactusignificant portion of our chassis but we d@eadily moving an increasing percentag
this production in-house. We manufacture some of electronic cable assemblies hiouse, but many assemblies are produce
subcontractors. We primarily subcontract our sofeaduplication, our technical manuals and produppsrt documentation.

We believe that our lonterm growth and success depend on delivering higtlityy software and hardware products on a timelgig
Accordingly, we focus significant efforts on resgaand development. We focus our research and a@weint efforts on enhancing exist
products and developing new products that incotparppropriate features and functionality to be jpetitive with respect to technology, pt
and performance. Our success also is dependentraabdity to obtain and maintain patents and ottreprietary rights related to technolog
used in our products. We have engaged in litigadad where necessary, will likely engage in futlitigation to protect our intellectu
property rights. In monitoring and policing ouretiectual property rights, we have been and mareheired to spend significant resources.

Our operating results fluctuate from period to périue to changes in global economic conditionsandmber of other factors. A
result, we believe our historical results of opierat should not be relied upon as indications tfiriel performance. There can be no assu
that our net sales will grow or that we will remairofitable in future periods.

Results of Operatior

The following table sets forth, for the periods igaded, the percentage of net sales representecetigin items reflected in ¢
Consolidated Statements of Income:

Years Ended December 31

2010 2009 2008

Net sales

Americas 41.2% 43.2% 43.4%

Europe 29.¢ 31.1 32.¢

Asia Pacific 28.¢ 25.€ 24.C

Consolidated net sales 100.C 100.C 100.C
Cost of sales 22.C 25.1 25.2

Gross profit 77.1 74.¢ 74.¢
Operating expense

Sales and marketing 36.€ 39.¢ 37.t

Research and development 18.1 19.€ 17.4

General and administrative 7.7 8.6 8.2

Total operating expenses 62.4 68.C 63.1
Operating income 145 6.9 11.7

Other income (expense

Interest income 0.2 0.2 0.7

Net foreign exchange gain (loss) 0.3 0.1 (0.5)

Other income, net 0.1 0.2 —
Income before income taxes 14.7 7.4 11.¢€
Provision for income taxes 2.2 4.9 1.€
Net income 12.5% 2.5% 10.2%

Results of Operationsfor 2010 and 2009

During 2010, we set a new record for annual reverdaile the most recent recession was one of thgt challenging financial periods
our history, we believe our ability to outpace tirewth of many of our peers and reach record resesmuquickly after the recession car
attributed not only to the brodeshsed recovery but also to our commitment to aatesgic investments throughout the downturn. Wetinanc
to invest in research and development and our fiales force, which has produced a pipeline of vatige products and strengthe
relationships with key customers.

Net Sales. Our consolidated net sales were $873 million,78@ifllion and $821 million for the years ended Daber 31, 2010, 2009 and
2008, respectively, an increase of 29% in 201@Withg a decrease of 18% in 2009. Product sales $&0& million, $624 million and $765
million for the years ended December 31, 2010, 20692008, respectively, an increase of 29% in 20ll@wing a decrease of 19% in 2009.
Software maintenance sales were $66 million, $9Bomiand $55 million for the years ended Decentier2010, 2009 and 2008, respectively,
an increase of 25% in 2010 following a decreasfin 2009. In 2010, products in the areas of @irtnstrumentation and graphical system
design, which comprised approximately 93% of owereie, saw a year-over-year increase of 29% amaiment control products, which
comprised approximately 7% of our revenue saw a-gear-year increase of 35%. In 2009, producth@dreas of virtual instrumentation and
graphical system design which comprised approxilp&&% of our revenues saw a year-over-year dediri6%, and instrument control
products which comprised approximately 7% of owereies saw a year-over-year decline of 31%. Rewsinom our instrument control
products are the most sensitive to the cyclesefitbbal industrial economy. The increase in 2@1&tiributed to increases in sales volume
across all regions of our business. The decrea2@df is attributed to declines in sales volumesgall regions of our business. For the year
ended December 31, 2010, our order backlog incddag@pproximately $9 million. Backlog is a measof@rders that were received but t



had not shipped to customers at the end of a qualvie did not take any significant action with regygo pricing during the years ended
December 31, 2010, 2009 and 2008.

For the years ended December 31, 2010, 2009 an8, 2@ sales in the Americas were $360 million, 3p28illion and $356 millior
respectively, an increase of 23% in 2010 followéndecrease of 18% in 2009. Sales in the Americag,percentage of consolidated sales
41%, 43% and 43%, respectively, over the three ymaiod. In Europe, net sales were $261 million1G2nillion and $267 millior
respectively, an increase of 24% in 2010 followéndecrease of 21% in 2009. Sales in Europe, ascamage of consolidated sales were @
31% and 33%, respectively, over the three yeapget Asia, sales were $252 million, $173 milliand $197 million, respectively, an incre
of 45% in 2010 following a decrease of 12% in 2088les in the Asia, as a percentage of consolidsddes were 29%, 26% and 2
respectively, over the three year period. We gaite that sales growth in Asia will continue topade growth in the Americas and Europe
continue to grow as a percent of our total netssale

We expect sales outside of the Americas to contiouepresent a significant portion of our reveri¥ intend to continue to expand
international operations by increasing our presemexisting markets, adding a presence in somegegraphical markets and continuing
use of distributors to sell our products in somentades.

Almost all of the sales made by our direct saldiged in the Americas, outside of the U.S., in Bpr@nd in Asia Pacific are denoming
in local currencies, and accordingly, the U.S.alodiquivalent of these sales is affected by chaimgiseign currency exchange rates. For 2
in local currency terms, our consolidated saleseiased by $177 million or 26%, Americas sales insed by $63 million or 21%, Europt
sales increased by $51 million or 25%, and saleAsia Pacific increased by $64 million or 37%. Dwyithis same period, the chang
exchange rates had the effect of increasing ousdlwlated sales by $13 million or 2%, increasing ekicas sales by $4 million or 2
decreasing European sales by $6 million or 3%,iacrtasing sales in Asia Pacific by $15 million98.

For 2009, in local currency terms, our consolidegatés decreased by $115 million or 14%, Ameriedsssdecreased by $57 million
16%, European sales decreased by $40 million or, Hsfb sales in Asia Pacific decreased by $18 millio 9%. During this same period,
change in exchange rates had the effect of deogeasir consolidated sales by $30 million or 4%,rdasing Americas sales by $6 millior
2%, decreasing European sales by $20 million orai®d,decreasing sales in Asia Pacific by $5 milboi3%.

To help protect against a reduction in value caumsed fluctuation in foreign currency exchange saté forecasted foreign currency ¢
flows resulting from international sales, we hamstituted a foreign currency cash flow hedging paog We hedge portions of our foreca:
revenue denominated in foreign currencies with adhvand purchased option contracts. During 20 ¥setthedges had the effect of incree
our consolidated sales by $5.9 million. During 200@&se hedges had the effect of increasing owsatiolated sales by $1.4 million. (SKete
4 - Derivative instruments and hedging activitiddNotes to Consolidated Financial Statements diother discussion regarding our cash 1
hedging program and its related impacted on ousaligated sales for 2010 and 2009).

Gross Profit. For the years ended December 31 2010, 2009 and, 2008s profit was $673 million, $507 million an@é18 million.
respectively. As a percentage of sales, grosstprafs 77%, 75% and 75% in 2010, 2009 and 2008eon¢isiely. During 2010 and 2009,
were successful in implementing cost reductiontetsias throughout our manufacturing cycle. Thisvaéld us to maintain a stable gross me
percentage despite the 18% decrease in sales vatug@®9. During 2010, we saw our gross profit @age to 77% as a result of our net ¢
growth of 29% and our cost reduction measures.

For the years ended December 31, 2010, 2009 angl 2B@rges related to acquisition related intamgildnd stock based compenss
included in cost of sales were $4.8 million, $4.Wlian and $4.7 million, respectively. For 201Met net impact of the change in fore
currency exchange rates had the effect of incrgasim cost of goods sold by $5 million or 3%. F@09, the net impact of the changt
foreign currency exchange rates had the effeceofahsing our cost of goods sold by $3 million %r. 1

Operating Expenses. For the years ended December 31 2010, 2009 and @p88ating expenses were $545 million, $460 nilkod $51
million, respectively, an increase of 18% in 20ftiowing a decrease of 11% in 2009. The increaseuir operating expenses in 2010, was
to higher personnel related expenses of $63 millbich included commissions, variable compensatiot benefits. The increase in perso
expenses is related to a net increase in our dveraticount of 160 employees as well as the tetiomaf temporary cost cutting measures
were put in place during 2009. Those temporary coding measures reduced our operating expens&d ®ynillion in 2009. In addition, tl
overall increase in expenses in 2010 is attribtiweligher travel related expenses of $7 million aigher advertising, tradeshows and @
marketing expenses of $5 million. In addition, ttet impact of changes in foreign currency exchamatgs increased our operating expens
$9 million. For the years ended December 31, 2@0M9 and 2008, charges related to acquisition eglamtangibles and stock ba
compensation included in operating expenses wearitlion, $20 million and $19 million, respectiyel

The decrease in our operating expenses in 2009dwado temporary cost cutting measures which ctatsisf a companyvide wag:
reduction as well as a reduction in the numbercafwed vacation hours that employees are allowedy forward of $16 million, reductio
in travel, tradeshow and advertising expenses 6&f#iillion, reductions in variable compensation &f &illion and a reduction in our pat
litigation accrual which resulted in a neash decrease to our operating expenses of $2millh addition, the net impact of changes in fon
currency exchange rates decreased our operatirnsegoy $12 million.

As a percentage of net sales, operating expenses6ies, 68% and 63%, respectively. The decreasarimperating expenses as a pel
of sales during 2010 is attributed to the fact thatgrew our overall operating expense by 18% wilenet sales grew by 29%. For 2009
increase in our operating expenses as a percsatex was due to the 18% decrease in net sales.

We believe that our longerm growth and success depends on developingduiglity software and hardware products on a tinbalyis. T
that end, we have made investments in researctdanelopment a priority. For the years ended Decerthe 2010, 2009 and 2008, !



research and development expenses were $158 miib83 million and $143 million, respectively. Orgsearch and developm
headcount was 1,529, 1,457 and 1,415 at Decembhe@030, 2009 and 2008, respectively. We plan tdicoa to make the investments wt
we believe are necessary to drive our long terrvtr@nd we are budgeting to increase our researthiavelopment personnel by 19% du
2011. We expect that the incremental costs assotiatth these additions will be partially offset by expected reduction in our varie
compensation costs in 2011.

We capitalize costs for software development andrtize such costs over the related produestimated economic life, generally tt
years, beginning when a product becomes availabvlgdneral release. Internally developed softwadsccapitalized during 2010, 2009
2008 were $16 million, $13 million and $10 milliorgspectively. Capitalization of internally devedapsoftware costs varies depending ol
timing of when each project reaches technologieasibility and the length and scope of the develnaycle of each individual project. (¢
Note 7- Intangibles of Notes to Consolidated Financial &tants for a description of intangibles). Durindl@02009 and 2008, softwi
amortization expense included in cost of goods sulled $11 million, $9 million and $10 milliorespectively.

We also believe that our long-term growth and sssckepends on delivering high quality software lzadiware products to our customers
on a timely basis. To that end, we have made imest in our field sales force a priority. For tresays ended December 31, 2010, 2009 and
2008, our sales and marketing expenses were $326nn$269 million and $307 million, respectivei/e plan to continue to make the
investments which we believe are necessary to diivdong term growth and we are budgeting to iaseeour field sales force by 24% during
2011. We expect that the incremental costs assatigith these additions will be partially offset &y expected reduction in our variable
compensation costs in 2011.

Operating Income. For the years ended December 31 2010, 2009 and, 2p@8ating income was $128 million, $47 millionda$9¢
million, respectively an increase of 176% in 20fdlowing a decrease of 51% in 2009. As a peragamtaf net sales, operating income
15%, 7% and 12%, respectively, over the three pesiod. The increase in our operating income agragmt of sales during 2010 car
attributed to our overall increase in net sale@¥% as well as the increase in our gross profitginapercentage from 75% to 77%. -
decrease in our operating income as a percentex daring 2009, can be attributed to the overadrdase in our net sales of 18%.

Interest Income. Interest income was $1.4 million, $1.6 million a®@ million for the years ended December 31, 200092and 200!
respectively, a decrease of 15% in 2010, followdndecrease of 73% in 2009. During 2010, we contirtoesee low yields for high qual
investment alternatives that comply with our cogterinvestment policy. We do not expect yieldshiese types of investments to increas
2011. For 2009, the decrease was attributablegtuifigiant decreases in investment yields for highdg treasury, municipal and corpo
bonds. The source of interest income is from thesiment of our cash and short-term and long-terastments.

Net Foreign Exchange Gain (Loss). Net foreign exchange gain (loss) was $(2.6) milli$n34,000 and $(3.7) million for the years er
December 31, 2010, 2009 and 2008, respectivelys& hesults are attributable to movements in theidarcurrency exchange rates betwee
U.S. dollar and foreign currencies in subsidiaf@gsvhich our functional currency is not the U.8lldr. During 2010, the movement in man'
these exchange rates was volatile, exceeding 2086nre cases. This volatility reduced the effectdgsnof our hedging programs. We ca
predict whether this level of volatility will comtue or subside during 2011. We recognize the loaalency as the functional currency
virtually all of our international subsidiaries.

We utilize foreign currency forward contracts talpe our foreign denominated net foreign currendgirii@ sheet positions to help pro
against the change in value caused by a fluctuatiéoreign currency exchange rates. We typicaidde up to 90% of our outstanding fore
denominated net receivable or payable positionstygidally limit the duration of these foreign cency forward contracts to approximately
days. The gain or loss on these derivatives asagele offsetting gain or loss on the hedged #@#nbutable to the hedged risk is recognize
current earnings under the line item “Net foreigicheange gain (loss)’Our hedging strategy increased our foreign exchdogges by $1
million in 2010, reduced our foreign exchange dayr$1.7 million in 2009 and reduced our foreignheege loss by $1.2 million in 2008.

To help protect against the change in the valusexdiby a fluctuation in foreign currency exchangges of forecasted foreign curre
cash flows resulting from international sales amgemses over the next one to two years, we hawreagh currency cash flow hedg
program. We hedge portions of our forecasted reweand forecasted expenses denominated in foreigenmies with forward and opti
contracts. For forward contracts, when the dolisgythens significantly against the foreign cucies, the change in the present value of fi
foreign currency cash flows may be offset by tharge in the fair value of the forward contractsigiested as hedges. For purchased o
contracts, when the dollar strengthens signifigaagjainst the foreign currencies, the change irptesent value of future foreign currency ¢
flows may be offset by the change in the fair vadfi¢ghe option contracts designated as hedgefrtee premium paid. Our foreign curre!
purchased option contracts are purchased “at-theegicmor “out-of-the-money.We purchase foreign currency forward and optiortremts fo
up to 100% of our forecasted exposures in seleatedncies (primarily in Euro, Japanese yen, Brifsund sterling and Hungarian forint)
limit the duration of these contracts to 40 morghess. As a result, our hedging activities ordytially address our risks from foreign curre
transactions, and there can be no assurance ibatrdtegy will be successful. We do not investdntracts for speculative purposes. (Seée
4 - Derivative instruments and hedging activitiddNotes to Consolidated Financial Statements fdescription of our forward and purcha
option contracts and hedged positions).

Provision for Income Taxes. Our provision for income taxes reflected an dffectax rate of 15%, 66% and 14% for the yearsee
December 31, 2010, 2009 and 2008, respectively.ifddrease in our effective tax rate in 2009 wamprily due to a $21.6 million noncash
charge. Other factors that caused our effectivehmge year-over-year are detailed in the tablewel

Year Ended Year Ended
December December
31, 2010 31, 2009

Prior period effective tax rate 66% 11%




Change in valuation allowance related to deferagdassets recorded during the pel

Increased profits in foreign jurisdictions with texd income tax rate

Change in nc-deductible stoc-based compensation expense as a percentage ntaete

Enhanced deduction for certain research and dewv&lopexpenses in 20:

Change in intercompany profit

Change in research and development tax creditpascent of net incom

Other
Effective tax rate

(17) 26
(3) 3
(6) 4

(10) -

(15) 20

1 @
@ 1
15% 66%

(SeeNote 9 — Income taxasf Notes to Consolidated Financial Statements dah&r discussion regarding changes in our effedtx rat

and a reconciliation of income taxes at the U.8efal statutory income tax rate of 35% to our dffectax rate).

Quarterly results of operations

The following quarterly results have been derivehf unaudited consolidated financial statements thahe opinion of manageme
reflect all adjustments (consisting only of normeturring adjustments) necessary for a fair pregiemt of such quarterly information. T
operating results for any quarter are not necdgdadicative of the results to be expected for &myre period. You should read the follow
tables presenting our quarterly results of openation conjunction with the consolidated financigdtements and related notes conta
elsewhere in this Annual Report on FormK.OThe unaudited quarterly financial data for eahhe eight quarters in the two years er

December 31, 2010 are as follows (in thousandspExmer share data):

Net sales

Gross profit

Operating

income

Net income

Basic earnings per

share

Weighted average shares outstanding-
basic

Diluted earnings pe

share

Weighted average shares outstan-
diluted

Dividends declared per

share

Net sales

Gross profit

Operating income

(loss)

Net income

Basic earnings per

share

Weighted average shares outstanding-
basic

Diluted earnings pe

share

Weighted average shares outstan-
diluted

Dividends declared per

share

Liquidity and Capital Resources

Three Months Ended

Mar. 31, Jun. 30, Sep. 30, Dec. 31,
2010 2010 2010 2010
191,090 $ 211,717 $ 220,44¢ 249,96:
147,84¢ 163,07¢ 168,54t 193,66
19,52: 30,48: 31,68¢ 46,61¢
18,35: 24,60: 28,13 38,02¢
02, % 03z $ 0.3¢€ 0.4¢
77,38( 77,93: 78,17¢ 78,42¢
0.2: $ 031 $ 0.3¢€ 0.4¢
78,43" 78,99: 78,86: 79,33t
0.1z $ 0.1z $ 0.1% 0.1%
Three Months Ended
Mar. 31, Jun. 30, Sep. 30, Dec. 31,
2009 2009 2009 2009

157,79¢ $ 152,16: $ 165,03! 201,59°
116,91¢ 111,67 123,13t 154,98:
(2,479 2,341 10,68¢ 35,98:
35¢€ 4,43( 9,931 2,36¢

0.0C $ 0.0¢ $ 0.1: 0.0
77,271 77,55¢ 77,65! 77,58¢
0.0C $ 0.0¢ $ 0.1: 0.0
77,43¢ 77,82« 78,10: 78,32¢
01z $ 01z $ 0.12 0.12

Working Capital, Cash and Cash Equivalents and Short-term Investments. The following table presents our working capitdsh an

cash equivalents and marketable securities (instuuds):

December

31,

December

31,

Increase/



2010 2009 (Decrease’

Working capital $ 484,40t $ 413,75¢ $ 70,64"
Cash and cash equivale(® 219,44 201,46! 17,98
Short-term investment® 131,21! 87,19¢ 44,01¢
Total cash, cash equivalents, short and-term investment $ 350,66: $ 288,66. $ 62,00:

@ Included in working capital

Our working capital increased by $71 million durid@10, due to the net effect of an increase inerurassets of $119 million offset by
increase in current liabilities of $48 million. Tlwcrease in our current assets was attributetigaricrease in our cash, cash equivalent:
shortterm investments of $62 million, an increase incacts receivable of $23 million and an increasenirentory of $31 million. Th
increase in our current liabilities was the residlan increase in our accrued compensation of $ill®m an increase in accounts payable
other accruals and liabilities of $18 million and iacrease in deferred revenue of $14 million. Bhieereases can be attributed to our ov
business growth during 2010.

Our cash and cash equivalent balances are heldnemus financial institutions throughout the woitttluding substantial amounts h
outside of the U.S., however, the majority of oaslt and investments that are located outside of)tBe are denominated in the U.S. dc
with the exception of $33 million U.S. dollar eqalgnt that is denominated in Euro. Most of the ant®iheld outside of the U.S. could
repatriated to the U.S., but under current law, ldidae subject to U.S. federal income taxes, legdicgble foreign tax credits. In soi
countries, repatriation of certain foreign balanisesstricted by local laws. We have providedtfar U.S. federal tax liability on these amo
for financial statement purposes, except for faredgrnings that are considered indefinitely reitegtutside of the U.S. Repatriation,
could result in additional U.S. federal income payments in future years. We utilize a varietyaf planning and financing strategies with
objective of having our worldwide cash availableha locations in which it is needed.

Cash Provided and (Used by) 2010 and 2009 . Cash and cash equivalents increased to $21%milit December 31, 2010 from $:
million at December 31, 2009. The following tablersnarizes the proceeds and (uses) of cash (inahdg

December 31

2010 2009

Cash provided by operating activities $ 145,05¢ $ 135,65:
Cash (used by)/provided by invest

activities (96,544 (111,919
Cash (used by) financing activities (30,537) (51,67))
Net (decrease)/increase in cash equivalents 17,98 (27,939
Cash and cash equivalents at beginning

year 201,46! 229,40(
Cash and cash equivalents at end of year $ 219,44 $ 201,46!

For 2010 and 2009, cash provided by operating iieswvas $145 million and $136 million, an incread $9 million or 7% in 2010. Tt
increase was primarily due to an increase in netrive of $92 million offset by a net use of cashopgrating assets and liabilities of !
million compared to the year ended December 319200

Accounts receivable increased to $127 million atéeber 31, 2010, compared to $104 million at Dea¥n3i, 2009, as a result of
29% increase in net sales during 2010. Days oksalgstanding was 48 days at December 31, 2010pa@d to 61 days at December
2009. We typically bill customers on an open actdwasis subject to our standard net thirty day paynterms. If, in the longer term, «
revenue increases, it is likely that our accouat®ivable balance will also increase. Our accotetsivable could also increase if custor
delay their payments or if we grant extended payrtemms tocustomers, both of which are more likely to occuring challenging econon
times when our customers may face issues gainiogsado sufficient funding or credit.

Consolidated inventory balances increased to $lill®mat December 31, 2010, from $87 million atd@enber 31, 2009, in responst
our increased sales activity in 2010. Inventorynsuwere 2.0 at December 31, 2010, compared totlz8eember 31, 2009. Our invent
levels will continue to be determined based uponamticipated demand for products and our neecéplsufficient inventory on hand to
our customerstlemands. Such considerations are balanced againstsk of obsolescence or potentially excess itorgrievels. Rapid chang
in customer demand could have a significant impaabur inventory balances in future periods.

Investing activities used cash of $97 million dgrin010, which was the result of the our net purehafsshortterm investments of $.
million, the purchase of property and equipmen$®8 million, capitalization of internally developadftware of $16 million, acquisition
other intangibles of $4.2 million and business &sitjans, net of cash received of $4.2 million. R®09, investing activities used cash of ¢
million, which was the result of the net purchadesloortterm investments of $74 million, the purchase afperty and equipment of $
million, capitalization of internally developed swhre of $13 million and the acquisition of othetaingibles of $5 million.

Financing activities used $31 million during 201@hich was the result of $42 million used to repass our common stock and :
million used to pay dividends to our stockholdefset by $52 million received as a result of tesuance of our common stock from
exercise of stock options and sales of our comntocksthrough our employee stock purchase plan.20@9, financing activities used ¢
million, which was the result of $35 million useal trepurchase our common stock and $37 million Wequhy dividends to our stockholde
offset by $22 million received as a result of theuiance of our common stock from the exerciseoaksbptions and sales of our common s



through our employee stock purchase plan.

From time to time our Board of Directors has auttert various programs to repurchase shares of@unmn stock depending on mai
conditions and other factors. Under such programstepurchased a total of 1,392,732 1,443,441 ghtd42 shares of our common stoc
weighted average prices of $30.06, $23.96 and 22%¢? share, in the years ended December 31, 2000, and 2008, respectively. On A
21, 2010, our Board of Directors approved a neweshgpurchase program that increased the aggregatber of shares of common stock
we are authorized to repurchase from 674,098 ton8lllon. At December 31, 2010, there were 2,627,4hares remaining available
repurchase under this plan. This repurchase plaa dot have an expiration date.

During 2010, we received increased proceeds frareitercise of stock options compared to 2009. Fhiemg and number of stock opti
exercises and the amount of cash proceeds we esttevugh those exercises are not within our coaind in the future, we may not gene
as much cash from the exercise of stock optionseabave in the past. Moreover, since 2005, it henbour practice to issue RSUs anc
stock options to eligible employees which will reduthe number of stock options available for exserén the future. Unlike the exercise
stock options, the issuance of shares upon vesfiRSUs does not result in any cash proceeds t(SegNote 10 - Stocksased compensati
plansfor additional discussion of our various stock-ltheempensation plans).

Contractual Cash Obligations. The following summarizes our contractual casligaltions as of December 31, 2010 (in thousands):

Payments Due by Perioc
Total 2011 2012 2013 2014 2015 Beyond

Long-term

debt $ - 9 - $ - 9 - $ - $ - $ =
Capital lease obligatior - - - - - - -
Operating

leases 56,13 14,53( 10,72¢ 7,751 6,472 5,47¢ 11,16¢
Total contractual cas

obligations $ 56,13, $ 14,53( $ 10,72¢ $ 7,751 $ 6,47 $ 547¢ $ 11,16¢

The following summarizes our other commercial cotmments as of December 31, 2010 (in thousands):

Total 2011 2012 2013 2014 2015 Beyond
Guarantees $ 5,30C $ 5,30C $ - $ - $ - $ - 3 -
Purchast
obligations 7,60( 7,60( - - - - -
Total commercial commitmen  $ 12,90C $ 12,90C $ - $ - $ - $ - 3 -

We have commitments under noancelable operating leases primarily for officeilfaes throughout the world. Certain leases regjuwi
to pay property taxes, insurance and routine maamee, and include escalation clauses. As of Deee®b, 2010, we had narancelabl
operating lease obligations of approximately $56ioni compared to $52 million at December 31, 20B@nt expense under operating le
was $14 million, $12 million and $12 million foretyears ended December 31, 2010, 2009 and 20@@ctely.

Purchase obligations primarily represent purchasensitments for customized inventory and inventooynponents. As of December
2010, we had nooancelable purchase commitments with various sepplof customized inventory and inventory composetotaling
approximately $8 million over the next twelve mantti\t December 31, 2009, we had rzancelable purchase commitments with vai
suppliers of customized inventory and inventory poments totaling approximately $7 million.

Guarantees are related to payments of customsaaedh grants. As of December 31, 2010, we havstauding guarantees for payn
of customs, foreign grants and potential custontems totaling approximately $5.3 million. As of Eember 31, 2009, we have outstan
guarantees for payment of customs and foreign gtatdling approximately $5 million.

Off-Balance Sheet Arrangements. We do not have any debt or dfidlance sheet debt. As of December 31, 2010, weatichave an
relationships with any unconsolidated entities inarficial partnerships, such as entities often refeto as structured finance entities, w
would have been established for the purpose ofititoig off-balance sheet arrangements. As such, we are nosexpgo any financin
liquidity, market or credit risk that could aridanie were engaged in such relationships.

Prospective Capital Needs. We believe that our existing cash, cash equitaland shorterm investments, together with cash gene
from operations as well as from the exercise oflegge stock options and the purchase of commork stwough our employee stock purch
plan, will be sufficient to cover our working caglineeds, capital expenditures, investment req@irgs) commitments, payment of dividend
our stockholders and repurchases of our commork dtwcat least the next 12 months. However, we rohgose or be required to re
additional funds by selling equity or debt secastto the public or to selected investors, or byrdwaing money from financial institutior
Historically, we have not had to rely on debt, pulolr private, to fund our operating, financingivesting activities. We could also choos
be required to reduce certain expenditures, sugaasents of dividends or repurchases of our comstaek. In addition, even though we r
not need additional funds, we may still elect th additional equity or debt securities or obtanedit facilities for other reasons. If we elec
raise additional funds, we may not be able to obsaich funds on a timely basis on acceptable tefras,all. If we raise additional funds
issuing additional equity or convertible debt sé@s, the ownership percentages of existing stolddrs would be reduced. In addition,



equity or debt securities that we issue may haytesj preferences or privileges senior to thoseuoicommon stock.

Although we believe that we have sufficient capitafund our activities for at least the next 12ntis, our future capital requirements t
vary materially from those now planned. We antitégpthat the amount of capital we will need in tiufe will depend on many factc
including:

» general economic and political conditions and djecbnditions in the markets we address, includamy volatility in the industrii
economy in the various geographic regions in whiehdo busines:

« the inability of certain of our customers who degh@m credit to have access to their traditionalsesi of credit to finance the purch
of products from us, which may lead them to redheé level of purchases or to seek credit or oftmommodations from u

« the overall levels of sales of our products andggmrofit margins

« our business, product, capital expenditure andarebeand development plans, and product and tesgpobadmaps

« repurchases of our common sto

« required levels of research and development anet aiberating cost:

« litigation expenses, settlements and judgme

« the levels of inventory and accounts receivabléweamaintain;

« acquisitions of other businesses, assets, produtéshnologies;

« capital improvements for new and existing facititie

« costs associated with the planned expansion ofmaunufacturing facilities in Malaysia;

« our relationships with suppliers and customers; and

« the level of exercises of stock options and stagklpases under our employee stock purchase plan.

Recently Issued Accounting Pronouncements

In October 2009, the FASB updated FASB ASC &&yenue RecognitigfASB ASC 605) that amended the criteria for sefpaga
consideration in multiple-deliverable arrangememite amendments establish a selling price hieraimhgtletermining the selling price of a
deliverable. The selling price used for each dedilaée will be based on vendor-specific objectiveence if available, third—party evidence if
vendor-specific objective evidence is not availableestimated selling price if neither vendor-sfieobjective evidence nor third-party
evidence is available. The amendments will chahgeapplication of the residual method of allocatimwl require that arrangement
consideration be allocated at the inception ofattrangement to all deliverables using the relatsiéng price method. The relative selling pi
method allocates any discount in the arrangementgotionally to each deliverable on the basis @hedeliverable’s selling price. This update
will be effective prospectively for revenue arramgmnts entered into or materially modified in fisgahrs beginning on or after June 15, 2010.
Early adoption is permitted. We have evaluatedégeirements of this update and have concludedlihat have a material impact on our
consolidated financial position or results of opierss.

In October 2009, the FASB updated FASB ASC 98bftware (FASB ASC 985) that changes the accounting modelrévenu
arrangements that include both tangible productssarftware elements. Tangible products containofgusre components and neoftware
components that function together to deliver tgitale products essential functionality are no longer within seepe of the software rever
guidance in Subtopic 98505. In addition, the amendments require that hardwcomponents of a tangible product containingwsot
components always be excluded from the softwareme® guidance. This update will be effective protpely for revenue arrangeme
entered into or materially modified in fiscal yedrsginning on or after June 15, 2010. Early adopitsopermitted. We have evaluated
requirements of this update and have concludedlinet have a material impact on our consoliddiedncial position or results of operations.

In January 2010, the FASB updated FASB ASC &r Value Measurements and Disclosu(E&ASB ASC 820) that requires additio
disclosures and clarifies existing disclosures rmdigg fair value measurements. The additional dmates include 1) transfers in and ot
Levels 1 and 2 and 2) activity in Level 3 fair valmeasurements. The update provides amendmentddtiéit existing disclosures on 1) le
of disaggregation and 2) disclosures about inpots\aluation techniques. This update is effectimeifiterim and annual reporting peris
beginning after December 15, 2009, except for ikelasures about purchases, sales, issuancesetiiggnents in the roll forward of activity
Level 3 fair value measurements. These disclosaresffective for fiscal years beginning after Daber 15, 2010, and for interim peric
within those fiscal years. We adopted the updateJamuary 1, 2010 as required and concluded it didhave a material impact on 1
consolidated financial position or results of opierss.

In February 2010, the FASB updated FASB ASC &H)sequent EvenfSASB ASC 855) that requires an entity that is &CSiler to
evaluate subsequent events through the date théindncial statements are issued. For an SEGC filex guidance also eliminates the required
disclosure of the date through which subsequenite\are evaluated. This update is effective upsnance. We adopted the update on Januar
1, 2010 as required and concluded it did not havaterial impact on our consolidated financial posior results of operations.

Critical Accounting Policies

The preparation of our financial statements in oomity with generally accepted accounting principtequires us to make estimates
assumptions that affect the reported amounts @tgskabilities, revenues, expenses and relateclatiures of contingent assets and liabili
We base our estimates on past experience and aghemptions that we believe are reasonable undatitumstances, and we evaluate t
estimates on an ongoing basis. Our critical acéogntolicies are those that affect our financiatetents materially and involve diffict
subjective or complex judgments by management.otigih these estimates are based on managementisnbededge of current events ¢
actions that may impact the company in the futactyal results may be materially different from éstimates.

Our critical accounting policies are as follo



Revenue recognition

We derive revenue primarily from the sale/licensiofy integrated hardware and software solutions.epmehdent sales
application software licenses include post contsagiport services. In addition, training services sold separately. The prodt
and services are generally sold under standardieeasing and sales arrangements with payment teanging from net 30 da
in the U.S. to net 30 days and up to net 90 dayine international markets. Approximately 88% of product/license sal
include both hardware and software in the custommeangement, with a small percentage of sales ditojuother services. V
offer rights of return and standard warrantiesgoyduct defects related to our products. The rigifiteeturn are generally for
period of up to 30 days after the delivery datee Standard warranties cover periods ranging frord@®@ to three years. We
not generally enter into contracts requiring praciszeptance from the customer.

Revenue is recognized in accordance with the piangsof FASB ASC 985, when persuasive evidencenadraangement exis
delivery has occurred, the fee is fixed or deteahla, and collectability is probable. We enter io¢éotain arrangements where
are obligated to deliver multiple products andfnvices (“multiple elements”)n these transactions, we allocate the total reg
among the elements based on vendor specific obgeetiidence (“VSOE"pf fair value as determined by the sales priceaat
element when sold separately.

When VSOE of fair value is not available for a defied element but is available for the undeliverknent of a multiple eleme
arrangements, sales revenue is generally recognoizéioe date the product is shipped, using thelwesimethod under FASB A
985, with a portion of revenue recorded as defefoegtarned) due to applicable undelivered elemétsgelivered elements 1
our multiple element arrangements with a customeiganerally restricted to post contract suppodttaaining and education. T
amount of revenue allocated to these undeliverethehts is based on the VSOE of fair value for thasgelivered elemen
Deferred revenue due to undelivered elements tggrezed ratably over the service period or wherstrgice is completed. Wh
VSOE of fair value is not available for the undeligd element of a multiple element arrangemengssadvenue for the ent
sales contract value is generally recognized rataber the service period of the undelivered elemgeanerally 12 months
when the service is completed in accordance wighstibscription method. Deferred revenue at Decei@be?010 and 2009 w
$72 million and $57 million, respectively.

The application of FASB ASC 985, requires judgmémtjuding whether a software arrangement includetiple elements, ai
if so, whether VSOE of fair value exists for thadements. Changes to the elements in a softwaemgement, the ability
identify VSOE for those elements, the fair valuetiod respective elements, and changes to a predestimated life cycle cot
materially impact the amount of our earned and ureghrevenue. Judgment is also required to assesther future releases
certain software represent new products or upgraddenhancements to existing products.

Estimating allowances for salesreturns

The preparation of financial statements requires We make estimates and assumptions of poteuntiaief product returns relat
to current period product revenue. We analyze tistbreturns, current economic trends, and chamgesistomer demand a
acceptance of our products when evaluating thewsasgof our sales returns allowance. Significadgjuents and estimates r
be made and used in connection with establishiags#ies returns allowance in any accounting peAogkovision for estimate
sales returns is made by reducing recorded revbpube amount of the allowance. Accounts receivadleeported net of tl
allowance for sales returns. The allowance forssad¢urns was $1.7 million and $1.9 million at Deber 31, 2010 and 20(
respectively. Material differences may result i tamount and timing of our revenue for any peribdvé made differet
judgments or utilized different estimates or ifusdtresults varied materially from our estimates.

Estimating allowances, specifically the allowance for doubtful accounts and the adjustment for excess and obsolete inventories

In addition to estimating an allowance for saldsimes, we must also make estimates about the @utability of our accoun
receivables. We specifically analyze accounts wad#e& and analyze historical bad debts, customecestrations, custonr
creditworthiness and current economic trends when evatyahe adequacy of our allowance for doubtful agds. Ou
allowance for doubtful accounts was $2.1 milliord &2.7 million at December 31, 2010 and 2009, retbpedy. We also writ
down our inventory for estimated obsolescence anarketable inventory equal to the difference betwide cost of inventory a
estimated market value based on assumptions ofeftemand and market conditions. Our allowanceefaess and obsol
inventories was $3.4 million and $4.4 million atd@enber 31, 2010 and 2009, respectively. Signifijatgments and estima
must be made and used in connection with estabfisthiese allowances. Material differences may tésuhe amount and timit
of our bad debt and inventory obsolescence if wdaifferent judgments or utilized different esttegor if actual results vari
materially from our estimates.

Accounting for costs of computer software

We capitalize costs related to the developmentauisition of certain software products. Capittian of costs begins wh
technological feasibility has been established amdls when the product is available for generalasgleto custome
Technological feasibility for our products is edisifted when the product is available for beta gdealudgment is required
determining when technological feasibility of a guet is established. Amortization is computed onnalividual product basis f
those products available for market and has bemgrezed based on the prodgcgstimated economic life, generally three y
At each balance sheet date, the unamortized coste@ewed by management and reduced to net eglalialue when necesse
As of December 31, 2010, unamortized capitalizéthsoe development costs were $24 milli



« Valuation of long-lived and intangible assets

We assess the impairment of identifiable intangiblenglived assets and related goodwill whenever eventshanges i
circumstances indicate that the carrying value matybe recoverable. In accordance with FASB ASC, 88@ngibles -Goodwiill
and Other(FASB ASC 350), goodwill is tested for impairmem an annual basis, and between annual tests ifdtats o
potential impairment exist, using a fair-valbased approach based on the market capitalizatitireaeporting unit. Our annt
impairment test was performed as of February 28,020No impairment of goodwill has been identifiedridg the perio
presented. Goodwill is deductible for tax purposesertain jurisdictions. We have defined our opieta segment based
geographic regions. We sell our products in threeggaphic regions. Our sales to these regions skiangar economi
characteristics, similar product mix, similar custers, and similar distribution methods. Accordinghe have elected to aggrec
these three geographic regions into a single opgraegment. As we have one reporting segment,l\weate goodwill to on
reporting unit for goodwill impairment testing. Faws considered important which could trigger apanment review include tl
following:

« significant underperformance relative to expectistbhical or projected future operating results;

« significant changes in the manner of our use ofttiplired assets or the strategy for our overalinass;
- significant negative industry or economic trendsj,a

« our market capitalization relative to net book alu

When it is determined that the carrying value aémygibles, londived assets and related goodwill may not be rexable base
upon the existence of one or more of the aboveatdrs of impairment, the measurement of any innpext is determined and 1
carrying value is reduced as appropriate. As ofdbdger 31, 2010, we had goodwill of approximatel® $¥llion.

Accounting for income taxes

We account for income taxes under the asset ahiitfamethod that requires the recognition of defe tax assets and liabilit
for the expected future tax consequences of etkatdhave been recognized in our financial statésn@ntax returns. Judgmen
required in assessing the future tax consequerfcegents that have been recognized in our finarsteiements or tax retur
Variations in the actual outcome of these futusedansequences could materially impact our findr@isition or our results
operations. In estimating future tax consequeralesxpected future events are considered other ¢hactments of changes in
laws or rates. Valuation allowances are establistieeh necessary to reduce deferred tax assetsdorasmwhich are more like
than not to be realized.

The tax position of our Hungarian operation corgmuo benefit from assets created by the restingtwof our operations
Hungary. In addition, effective January 1, 201(eav tax law in Hungary provides for an enhancedudtdn for the qualifie
research and development expenses of NI Hungatw&af and Hardware Manufacturing Kft. (“NI HungayryThe enhanced ti
deduction for research and development expensekaeésn an income tax benefit of $13 million in1ZD

During the three months ended December 31, 2009¢htained confirmation of the application of thiswntax law for th
qualified research and development expenses ofuMighry. Based on the application of this new tax ta the qualified resear
and development expense of NI Hungary, we no loegpected to have sufficient future taxable incomelungary to realize t
benefits of certain tax assets. As such, we recbasieincome tax charge of $21.6 million during titnee months ended Decerr
31, 2009, $18.4 million of which was related to aluation allowance on the previously recognizedetsssreated by tl
restructuring and $3.2 million of which was relatedax benefits from other assets that we wouldbnger be able to realize a
result of this change. We do not expect to realieetax benefit of the remaining assets createthéyestructuring and theref
we had a full valuation allowance of $90 millionaést those assets at December 31, 2010.

For additional discussion about our income taxetuding components of income before income taxas poovision for incom
taxes charged to operations, components of ourréefdax assets and liabilities, a reconciliatidnncome taxes at the U
federal statutory rate of 35% to our effective tate and other tax matters, déete 9 — Income taxesf Notes to Consolidat:
Financial Statements.

Loss contingencies

We accrue for probable losses from contingenciekudling legal defense costs, on an undiscountei$,baken such costs :
considered probable of being incurred and are reddp estimable. We periodically evaluate availdbhfermation, both intern
and external, relative to such contingencies anasathis accrual as necessary. Disclosure of éiroggency is required if there
at least a reasonable possibility that a loss kbas incurred. In determining whether a loss shbeldccrued we evaluate, am
other factors, the degree of probability of an unfable outcome and our ability to make a reasanabtimate of the amount
loss. Changes in these factors could materiallyaichpur financial position or our results of operat

ITEM 7A. QUANTITATIVE AND QUAL ITATIVE DISCLOSURES ABOUT MARKET RISK
Financial Risk Management

Our international sales are subject to inheretsrigcluding fluctuations in local economies; twations in foreign currencies relative
the U.S. dollar; difficulties in staffing and marag foreign operations; greater difficulty in acods receivable collection; costs and risk



localizing products for foreign countries; unexmetthanges in regulatory requirements, tariffs ather trade barriers; difficulties in 1
repatriation of earnings and burdens of complyirithp & wide variety of foreign laws.

The vast majority of our sales outside of North Aicee are denominated in local currencies, and abegly, the U.S. dollar equivalent
these sales is affected by changes in the foreigeiecy exchange rates. The change in exchangehratkethe effect increasing our consolid
sales by $13 million or 2% in 2010 and decreasingoonsolidated sales by $30 million or 4% in 20@%he local currencies in which we ¢
our products strengthen against the U.S. dollarmag need to lower our prices in the local curreficyemain competitive in our internatio
markets which could have a material adverse efiacbur gross and net profit margins. If the loaairencies in which we sell our prodic
weaken against the U.S. dollar and if the locatsarices cannot be raised due to competitive presswe will experience a deterioratiol
our gross and net profit margins. Since most ofist@rnational operating expenses are also incurréatal currencies, the change in exchi
rates had the effect of increasing our operatingeases by $9 million or 3% in 2010 and decreasimgoperating expenses by $12 millior
2% in 2009. Currently, we are experiencing sigaific volatility in foreign currency exchange ratasmany of the markets in which we
business. This has had a significant impact orrelialuation of our foreign currency denominatechftommitments, on our ability to forec
our U.S. dollar equivalent revenues and expensdsoanthe effectiveness of our hedging programshén past, these dynamics have
adversely affected our revenue growth in intermationarkets and may pose similar challenges irituze.

To help protect against changes in value caused thyctuation in foreign currency exchange ratefooécasted foreign currency ci
flows resulting from international sales, we hawstituted a foreign currency cash flow hedging prog We hedge portions of our foreca:
revenue, cost of sales and operating expenses diegtech in foreign currencies with forward and pasdd option contracts. During 2C
these hedges had the effect of increasing our tidased sales by $5.9 million, decreasing our odstales by $2.5 million, and decreasing
operating expenses by $1.2 million. During 200@sthhedges had the effect of increasing our catael sales by $1.4 million, increasing
cost of sales by $74,000, and decreasing our apgrakpenses by $517,000. (S¢ete 4 - Derivative instruments and hedging adg#sibf
Notes to Consolidated Financial Statements fohgrridiscussion regarding our cash flow hedging rrogand its related impacted on
consolidated sales, cost of sales and operatingnsegs for the years ended December 31, 2010 ar®j.200

Inventory Management

The marketplace for our products dictates that nefrour products be shipped very quickly after ageo is received. As a result, we are
required to maintain significant inventories. THere, inventory obsolescence is a risk for us duedquent engineering changes, shifting
customer demand, the emergence of new industrgatds and rapid technological advances includiegritroduction by us or our competit
of products embodying new technology. Additionattyany of our products have interchangeable padayzany have long lives. While we
adjust for excess and obsolete inventories and amtor the valuation of our inventories, there t@mno assurance that our valuation
adjustments will be sufficient.

Market Risk

We are exposed to a variety of risks, includingeiign currency fluctuations and changes in the maskiele of our investments. In the
normal course of business, we employ establishédig®and procedures to manage our exposure ¢tufitions in foreign currency values ¢
changes in the market value of our investments.

Cash, Cash Equivalents and Short-Term Investments

At December 31, 2010, we had $351 million in castsh equivalents and shéerm investments. We maintain cash and cash e@unit
with various financial institutions located in macguntries throughout the world. Approximately $Ithlion or 51% of these amounts w
held in domestic accounts with various financiatitutions and $107 million or 49% was held in asus outside of the U.S. with varic
financial institutions. At December 31, 2010, $8i#flion or 39% of our cash and cash equivalents hgld in cash in various operating acco
throughout the world, and $133 million or 61% waddhin money market accounts. The most signifiaeEnbur operating accounts was
domestic operating account which held approximas&ly million or 6% of our total cash and cash eglgnts at a bank that carried a Al ra
at December 31, 2010. Our sht@tm investment balance is comprised of $65 mill@id in our investment accounts in the U.S. an6
million held in investment accounts of our foregubsidiaries.

We maintain an investment portfolio of various typef security holdings and maturities. Cash eqeia and shotterm investmen
available-forsale are valued using a market approach (Leveh&gd on the quoted market prices of identical unsénts when available
other observable inputs such as trading pricedagftical instruments in active markets.

The goal of our investment policy is to manage iouestment portfolio to preserve principal and idity while maximizing the return ¢
our investment portfolio through the full investmer available funds. We place our cash investméniastruments that meet credit que
standards, as specified in our corporate investmpelity guidelines. These guidelines also limit #reount of credit exposure to any one is
issuer or type of instrument. Our cash equivalant$ shorterm investments carried ratings from the majoditneating agencies that were
accordance with our corporate investment policyr Buestment policy allows investments in the fallng; government and federal age
obligations, repurchase agreements (“Repa=ijtificates of deposit and time deposits, cormmiligations, medium term notes and de|
notes, commercial paper including asset-backed ameial paper (“ABCP”),puttable bonds, general obligation and revenue siombne
market funds, taxable commercial paper, corporatesibonds, municipal notes, municipal obligatiovexjable rate demand notes and
exempt commercial paper. All such instruments noasty minimum ratings of A1/P1/F1, MIG1/VMIG1/SPhchA2/A/A, as applicable, all
which are considered “investment grad@ur investment policy for marketable securitiesuiegs that all securities mature in three yea
less, with a weighted average maturity of no lortgan 18 months with at least 10% maturing in 9¢sdax less.

We account for our investments in debt and equaggruments under FASB ASC 3investment— Debt and Equity Securitie(FASB ASC



320). Our investments are classified as availabieséle and accordingly are reported at fair valueh winrealized gains and los
reported as other comprehensive income, a compafiettareholdersequity. Unrealized losses are charged against ieoshren a decline
fair value is determined to be other than temportnyestments with maturities beyond one year #assified as shoiterm based on the
highly liquid nature and because such marketabtergees represent the investment of cash thawv#slable for current operations. The
value of our shorterm investments at December 31, 2010 and DeceBihex009 was $131 million and $87 million, respesly. The increas
was due to the net purchase of $44 million of skemrh investments which was done to continue therdification our holdings from mon
market accounts to debt securities and to takeradge of higher yields associated with longer nigtaiebt securities.

We follow the guidance provided by FASB ASC 320atssess whether our investments with unrealized gosgtions are other th
temporarily impaired. Realized gains and lossesdeuines in value judged to be other than temgoaae determined based on the spe
identification method and are reported in othepbine (expense), net, in oGonsolidated Statements of Income

Interest Rate Risk

Investments in both fixed rate and floating rat&trimments carry a degree of interest rate risked-bate securities may have their me
value adversely impacted due to an increase ingsteates, while floating rate securities may poalless income than expected if interest
fall. Due in part to these factors, our future istyeent income may fall short of expectations dueh@nges in interest rates or if the declir
the fair value of our publicly traded debt inveshiseis judged to be other-thammporary. We may suffer losses in principal if ave forced t
sell securities that have declined in market value to changes in interest rates. However, becauseebt securities we hold are classifie
available-forsale, no gains or losses are realized in our incstisement due to changes in interest rates uslesssecurities are sold prio
maturity or unless declines in value are determittethe other-thatemporary. These securities are reported at fdirevavith the relate
unrealized gains and losses included in accumutztest comprehensive income (loss), a componesiharfeholders’ equity, net of tax.

In a declining interest rate environment, as skenm investments mature, reinvestment occurs atfesorable market rates. Given
short-term nature of certain investments, the curirgerest rate environment of low rates may rigght impact our investment income.

In order to assess the interest rate risk assaciegith our investment portfolio, we performed a Stivity analysis to determine the imp
a change in interest rates would have on the vaflwair investment portfolio assuming a 100 basisitpparallel shift in the yield curve. Bas
on our investment positions as of December 31, 281MO0 basis point increase or decrease in inteats across all maturities would resu
a $1.0 million increase or decrease in the fairkeiavalue of our portfolio. As of December 31, 2p@8%imilar 100 basis point shift in the i
curve would have resulted in a $614,000 increas#eorease in the fair market value of our portfaBach losses would only be realized it
sold the investments prior to maturity or if théese other than temporary impairment.

Actual future gains and losses associated withirugstments may differ from the sensitivity analyperformed as of December 31, 2
due to the inherent limitations associated withdfmting the changes in the timing and level of e rates and our actual exposures
positions.

We noted continued stabilization in the financradrkets throughout 2010. As such, we have extettdedhaturity date of our holdings
include debt securities with maturities of up tordénths to take advantage of the higher yieldsaatem with longer maturities. Howev
yields, even at longer maturities, remain at orrestoric lows. We weigh the benefit of the higlygelds associated with longer maturi
against the interest rate risk and credit ratisg, ralso associated with these longer maturitiesnahaking these decisions. We cannot pr
when interest rates and investment yields will.rifgyields continue to stay at these low levelar avestment income will continue to
negatively impacted.

Exchange Rate Risk

Our objective in managing our exposure to foreigrmrency exchange rate fluctuations is to reduceirtipact of adverse fluctuations
such exchange rates on our earnings and cash Mlogardingly, we utilize purchased foreign curreraption and forward contracts to he
our exposure on anticipated transactions and fommitments. The principal currencies hedged areEth®, British pound, Japanese yen
Hungarian forint. We monitor our foreign exchang@asures regularly to help ensure the overall &ffeness of our foreign currency he
positions. There can be no assurance that ourgfor@irrency hedging activities will substantiallffset the impact of fluctuations in curret
exchanges rates on our results of operations aaddial position. Based on the foreign exchangeungents outstanding at December 31, :
and December 31, 2009, an adverse change (def®28% in the Asian currencies and 10% in all oth@rencies) in exchange rates wc
result in a decline in the aggregate settlementievalf all of our instruments outstanding of appneedely $10 million and $22 millio
respectively. However, as we utilize foreign cuoginstruments for hedging anticipated and firméyrenitted transactions, we believe th
loss in settlement value for those instruments &lsubstantially offset by increases in the vaifithe underlying exposure. (Sélote 4 -
Derivative instruments and hedging activitie Notes to Consolidated Financial Statements fdiurdher description of our derivati
instruments and hedging activities).

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

The information required by this item is incorpedby reference to the Consolidated Financial Btatgs set forth on pagesiRhrougt
F-31 hereof.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL
DISCLOSURE

There were no disagreements with accountants auatiog and financial disclosure for the year enDedember 31, 201!



ITEM 9A. CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedures

As of the end of the period covered by this AnrRaport on Form 1@, our Chief Executive Officer, Dr. James Truchaadd our EVF
Chief Operating Officer and Chief Financial OfficeXlex Davern, based on their evaluation of ourclisure controls and procedures
defined in Rules 13a-15(e) and 15d-15(e) of theuBies Exchange Act of 1934, as amended), requisedaragraph (b) of Rule 13al5 ol
Rule 15d -15, have concluded that our disclosure controlspandedures were effective at the reasonable asseitavel, to ensure the tim
collection, evaluation and disclosure of informatielating to us that would potentially be subjectlisclosure under the Securities Exchi
Act of 1934, as amended, and the rules and regunliromulgated there under, and that such infeomas recorded, processed, summat
and reported within the time periods specified lie SECS rules and forms. These disclosure controls amdegiures include, withc
limitation, controls and procedures designed tousmghat information required to be disclosed byirughe reports we file or submit
accumulated and communicated to management, imgudlir Chief Executive Officer and Chief Financ@fficer, as appropriate to allc
timely decisions regarding required disclosure. @aclosure controls and procedures include compisna our internal control over financ
reporting. Our assessment of the effectivenesaupirgernal control over financial reporting is egpsed at the level of reasonable assu
because a control system, no matter how well dedigtnd operated, can provide only reasonable, ddualssolute assurance that the co
system’s objectives will be met.

Management Report on Internal Control over Financid Reporting

Our management is responsible for establishingraaihtaining adequate internal control over finahoggporting to provide reasona
assurance regarding the reliability of our finaho#gporting and the preparation of financial stagets for external purposes in accordance
generally accepted accounting principles. Integmadtrol over financial reporting includes thoseigies and procedures that (i) pertain to
maintenance of records that in reasonable detailrately and fairly reflect the transactions anspdsitions of the assets of the company
provide reasonable assurance that transactionseaceded as necessary to permit preparation ohdiah statements in accordance \
generally accepted accounting principles, and teaeipts and expenditures of the Company are beiage only in accordance w
authorizations of management and directors of then@any; and (iii) provide reasonable assurancerdaya prevention or timely detection
unauthorized acquisition, use or disposition of the assets that could have a material effect orfioancial statements. We continue
enhance our internal control over financial repaytin key functional areas with the goal of mornitgr our operations at the level
documentation, segregation of duties, and systesnarisy necessary, as well as transactional comgrotedures required under Audit
Standard No. 5 issued by the Public Company Acdogridversight Board. We discuss and disclose thestéers to the audit committee of
board of directors and to our auditors.

Management assessed our internal control over dinhmeporting as of December 31, 2010, which was énd of our fiscal yei
Management based its assessment on criteria estathlin Internal Control #ntegrated Framework issued by the Committee omSpon¢
Organizations of the Treadway Commission. Manageérmmegssessment included evaluation of such elementieadesign and operat
effectiveness of key financial reporting contropgpcess documentation, accounting policies, and awarall control environment. Tt
assessment is supported by testing and monitogrfgnmed by our finance organization.

Based on this assessment, management has conthateolr internal control over financial reportings effective as of the end of
fiscal year to provide reasonable assurance reggtte reliability of financial reporting and thesparation of financial statements for exte
reporting purposes in accordance with generallgjpisal accounting principles. We reviewed the resafitmanagemerg’assessment with 1
Audit Committee of our Board of Directors.

Our independent registered public accounting fitmst & Young LLP, audited our consolidated finat@tatements, and independe
assessed the effectiveness of our internal cootred financial reporting. Ernst & Young LLP hasued their report, which is included in F
I, Item 8 of this Form 10-K.

Changes in Internal Control over Financial Reportirg

During the three months ended December 31, 20H)ettvas no change in our internal control overrfai@ reporting identified |
connection with the evaluation required by paraigrét) of Rule 13a-15 or Rule 185 that has materially affected, or is reasonalkfy to
materially affect, our internal control over finaacreporting.

ITEM 9B. OTHER INFORMATION

None.




PART IlI

Certain information required by Part Il is omittéwm this Report in that we intend to file a défie proxy statement pursuant
Regulation 14A with the Securities and Exchange @asion (the “Proxy Statementiglating to our annual meeting of stockholderslatsi
than 120 days after the end of the fiscal year @by this Report, and such information is incogped by reference herein.

ITEM 10. DIRECTORS, EXECUTIVEOFFICERS AND CORPORATE GOVERNANCE

The information concerning our directors required this Item pursuant to Item 401 of RegulatiorK Swill appear in our Prox
Statement under the section “Election of Direct@sti such information is incorporated herein bemefice.

The information concerning our executive officegguired by this Item pursuant to Item 401 of RetiofaSK will appear in our Prox
Statement under the section “Executive Officersd anch information is incorporated herein by refese

The information required by this Item pursuanttem 405 of Regulation &-regarding compliance with Section 16(a) of theB#ies
Exchange Act of 1934, as amended, will appear in Rnoxy Statement under the sectidBettion 16(a) Beneficial Ownership Repor
Compliance” and such information is incorporateteireby reference.

The information concerning our code of ethics tiyatlies to our principal executive officer, ourrmipal financial officer, our controll
or person performing similar functions requiredthis Item pursuant to Item 406 of RegulatiotiK Svill appear in our Proxy Statement un
the section “Code of Ethics” and such informatistinicorporated herein by reference.

The information required by this Item pursuanttear 407(c)(3) of Regulation B-regarding material changes, if any, to proceduoy
which security holders may recommend nominees tdboard of directors will appear in our Proxy Stagmt under the sectiorbéadline fo
Receipt of Stockholder Proposals” and such infolonat incorporated herein by reference.

The information required by this Item pursuantten 407(d)(4) and ltem 407(d)(5) of Regulatioik $egarding our Audit Committ
and our audit committee financial expert(s), resipely, will appear in our Proxy Statement undee theading “Corporate Governanca'ic
such information is incorporated herein by refeeenc

ITEM 11. EXECUTIVE COMPENSATION

The information required by this Item pursuanttem 402 of Regulation 8-regarding director compensation will appear im Booxy
Statement under the section “Board Compensatiod”saich information is incorporated herein by refese

The information required by this Item pursuant term 402 of Regulation 8-regarding executive officer compensation, inchgdou
Compensation Discussion & Analysis, will appeaour Proxy Statement under the section “Executiven@ensation’and such information
incorporated herein by reference.

The information required by this Item pursuanttem 407(e)(4) of Regulation K-will appear in our Proxy Statement under theise
“Compensation Committee Interlocks and InsideriBigdtion” and such information is incorporateddiarby reference.

The information required by this Item pursuant teerri 407(e)(5) will appear in our Proxy Statemendamthe sectionCompensatic
Committee Report” and such information is incorpedsherein by reference.

ITEM 12. SECURITY OWNERSHIP OFCERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELAT ED
STOCKHOLDER MATTERS

From time to time our directors, executive officemsd other insiders may adopt stock trading plamsyant to Rule 10b%{c)
promulgated by the Securities and Exchange Comomissnder the Securities Exchange Act of 1934, asnaled. Jeffrey L. Kodosky a
James J. Truchard have made periodic sales otatk pursuant to such plans.

The information required by this Item pursuantteam 403 of Regulation 8-concerning security ownership of certain beneficiwner.
and management will appear in our Proxy Statemadeuthe section “Security Ownershipghd such information is incorporated hereir
reference.

The information required by this Item pursuant term 201(d) of Regulation B-concerning securities authorized for issuanceet
equity compensation plans will appear in our Pr8xgtement under the section “Equity Compensatiand’Information’and such informatic
is incorporated herein by reference.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS AND DIRECTOR INDEPENDENCE

The information required by this Item pursuant tem 404 of Regulation 8-will appear in our Proxy Statement under the isa
“Certain Relationships and Related Transactiong’surch information is incorporated herein by refese



The information required by this Item pursuanttem 407(a) of Regulation B+regarding the independence of our directors aplbea
in our Proxy Statement under the section “Corpo@Gdgernance” and such information is incorporateckim by reference.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

The information concerning principal accountantsfead services required by this Item is incorpardig reference to our Pro
Statement under the heading “Ratification of Inaefent Registered Public Accounting Firm.”

The information concerning pre-approval policies &odit and noraudit services required by this Item is incorpadaby reference -
our Proxy Statement under the heading “Audit CorteaiPre-Approval of Audit and Permissible Non-Augitrvices of Independent Auditors.”




ITEM 15.

PART IV

EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

(a) Documents Filed with Repa

1. Financial Statements
Report of Independent Registered Public Accourfiinm F-2
Report of Independent Registered Public AccourfEimm F-3
Consolidated Balance She: F-4
Consolidated Statements of Inco F-5
Consolidated Statements of Cash Flc F-6
Consolidated Statements of Stockhol’ Equity F-7
Notes to Consolidated Financial Stateme F-8

2. Financial Statement Schedules.

All schedules are omitted because the requiredrmdtion is already included in our notes to oursmidated financial stateme

or because they are not applicable.

3.

3.1(1)
3.2(2)
3.3(3)
4.1(4)
4.2(5)
10.1(4)
10.2(6)
10.3(7)
10.5(8)
10.6(9)
10.7(10)
10.8(10)
10.9(10)
10.10
(10)
10.11
(11)
10.17
(12)
10.13
(13)
10.14
(14)
10.1¢
(15)
31.1

31.2
32.1
101.INS
101.SCF
101.CAL
101.DEF

101.LAB
101.PRE

(1)
@)

Exhibits.

Certificate of Incorporation, as amended, of then@any.

Amended and Restated Bylaws of the Comp

Certificate of Designation of Rights, Preferenced Brivileges of Series A Participating Preferréokc® of the Company
Specimen of Common Stock certificate of the Comp

Rights Agreement dated as of January 21, 2004 destwhe Company and EquiServe Trust Company,
Form of Indemnification Agreemer

1994 Incentive Plan, as amende

1994 Employee Stock Purchase Ple

National Instruments Corporation Annual Incentived?am, as amended

2005 Incentive Plan.

2005 Form of Restricted Stock Unit Award Agreem@dn-Employee Director).:

2005 Form of Restricted Stock Unit Award Agreem@erformance Vesting).

2005 Form of Restricted Stock Unit Award Agreem@irrent Employee).

2005 Form of Restricted Stock Unit Award Agreem@igwly Hired Employee).*

2010 Incentive Plan.

2010 Form of Restricted Stock Unit Award Agreem@iin-Employee Director).:
2010 Form of Restricted Stock Unit Award Agreem@erformance Vesting).*
2010 Form of Restricted Stock Unit Award Agreem@irrent Employee).*
2010 Form of Restricted Stock Unit Award Agreem@ewly Hired Employee).:

Certification of Chief Executive Officer Pursuant18 U.S.C. Section 1350, as Adopted Pursuantdtd®e302 of the Sarbar-
Oxley Act of 2002

Certification of Chief Financial Officer Pursuant18 U.S.C. Section 1350, as Adopted Pursuantdtd®e302 of the Sarbanes-
Oxley Act of 2002

Certification of Chief Executive Officer and Chieihancial Officer Pursuant to 18 U.S.C. Section, 3 Adopted Pursuant to
Section 906 of the Sarbal-Oxley Act of 2002

XBRL Instance Document *

XBRL Taxonomy Extension Schema Documen

XBRL Taxonomy Extension Calculation Linkbase Docuntrie

XBRL Taxonomy Extension Definition Linkbase Docurh&h

XBRL Taxonomy Extension Label Linkbase Documen

XBRL Taxonomy Extension Presentation Linkbase Doentri*

Incorporated by reference to the same-numberedigXitéd with the Company’s Annual Report on Fotf-K for the fiscal year
ended December 31, 20(
Incorporated by reference to the same-numberedigxied with the Company’s Annual Report on Fot@+K for the fiscal year
ended December 31, 20(



3)
4)
(5)
(7)
(8)
(10)
(11)
(12)
(13)
(14)
(15)

*%

Incorporated by reference to the same-numberedigXitéd with the Company’s Registration StatementForm 8-A on April 27,
2004.

Incorporated by reference to the Comf’s Registration Statement on Fori-1 (Reg. No. 3-88386) declared effective March 1
1995.

Incorporated by reference to exhibit 4.1 filed witle Compan’s Current Report on Forn-K filed on January 28, 200
Incorporated by reference to the si-numbered exhibit filed with the Compé's Form 1-Q on August 5, 200«

Incorporated by reference to exhibit 10.3 filedhatite Company’s Annual Report on Form 10-K forfiseal year ended December
31, 2006.

Incorporated by reference to exhibit 99.1 filedhathe Compar’s Current Report on Forn-K filed on October 22, 2011
Incorporated by reference to exhibit A of the Comy’'s Proxy Statement dated and filed on April 4, 2(

Incorporated by reference to the si-numbered exhibit filed with the Compé s Form 1-Q on August 2, 200¢

Incorporated by reference to exhibit 10.1 filedhathe Compar’s Current Report on Forn-K filed on May 17, 2010
Incorporated by reference to exhibit 10.2 filedhathe Compar’s Current Report on Forn-K filed on June 24, 201(
Incorporated by reference to exhibit 10.3 filedhathe Compar’s Current Report on Forn-K filed on June 24, 201(
Incorporated by reference to exhibit 10.4 filedhathe Compar’s Current Report on Forn-K filed on June 24, 201(
Incorporated by reference to exhibit 10.5 filedhathe Compar’s Current Report on Forn-K filed on June 24, 201(
Management Contract or Compensatory Plan or Arnaiege

In accordance with Rule 406T of Regulatiof Shese interactive data files are deemed nat filepart of a registration statemen
prospectus for purposes of Sections 11 or 12 oStwmirities Act of 1933 or Section 18 of the SdmgiExchange Act of 1934 and
otherwise are not subject to liabilil




SIGNATURES

Pursuant to the requirements of Section 13 or 18{dhe Securities Exchange Act of 1934, the regigthas duly caused this report tc
signed on its behalf by the undersigned thereunkp authorized.

February 18, 201

Registrant

NATIONAL INSTRUMENTS CORPORATION

By: /s/ Dr. James J. Truchard

Dr. James J. Trucha

Chairman of the Board and Presid

POWER OF ATTORNEY

KNOW ALL PERSONS BY THESE PRESENTS, that each pemsbose signature appears below constitutes anoirgg
Dr. James J. Truchard and Alexander M. Davern{ljoand severally, his or her attorneysfaet, each with the power of substitution, for
or her in any and all capacities, to sign any ammesrds to this Report on Form KJ-and to file the same, with exhibits thereto anite|
documents in connection therewith, with the Semgitand Exchange Commission, hereby ratifying amfioning all that each of se
attorneys-in-fact, or his substitute or substituteay do or cause to be done by virtue hereof.

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bdlgwhe following
persons on behalf of the registrant and in thea#ipa and on the dates indicated.

Signature

Capacity in Which Signe

/s/ Dr. James J. Trucha

Dr. James J. Trucha

/s/ Alex M. Davern

Alex M. Davern
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Jeffrey L. Kodosky

/s/ Dr. Donald M. Carltor

Dr. Donald M. Carlton
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Duy-Loan T. Le

/s/ John K. Medic:

John K. Medica

/s/ John M. Berri

John M. Berra

Chairman of the Board and President
(Principal Executive Officer)

EVP, Chief Operating Officer,
Chief Financial Officer and Treasurer
(Principal Financial and Accounting

Officer)

Director

Director

Director

Director

Director

Director

Date

February 18, 2011

February 18, 2011

February 18, 2011

February 18, 201

February 18, 2011

February 18, 201

February 18, 201

February 18, 2011




NATIONAL INSTRUMENTS CORPORATION

INDEX TO FINANCIAL STATEMENTS

Page No

Financial Statements:

Report of Independent Registered Public Accounting F-2
Firm

Report of Independent Registered Public Accour F-3
Firm

Consolidated Balance Sheets as of December 31,&0d.0 F-4
2009

Consolidated Statements of Income for each of tired Years in the period Ended December 31, F-5
Consolidated Statements of Cash Flows for eacheoThree Years in the period Ended December 31 F-6
Consolidated Statements of Stockhol’ Equity for each of the Three Years in the periodé&hDecember 31, 20: F-7
Notes to Consolidated Financial Statements F-8

All schedules are omitted because the requirednmdtion is already included in our notes to oursmidated financial statements
because they are not applicable.




Report of Independent Registered Public Accountindrirm

The Board of Directors and Shareholders of Nationalnstruments Corporation:

We have audited the accompanying consolidated balsineets of National Instruments Corporation d3emfember 31, 2010 and 2009, anc
related consolidated statements of income, stodens! equity, and cash flows for each of the tliisgal years in the period ended Decer
31, 2010. These financial statements are the radpbity of the Company's management. Our respalityilis to express an opinion on thi
financial statements based on our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighafBlaUnited States). Those stand.
require that we plan and perform the audit to obta@asonable assurance about whether the finastaééments are free of mate
misstatement. An audit includes examining, on tliasis, evidence supporting the amounts and disis in the financial statements. An @
also includes assessing the accounting princigded and significant estimates made by managementethas evaluating the overall finan
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the financial statements referrechbove present fairly, in all material respedts, ¢onsolidated financial position of Natic
Instruments Corporation at December 31, 2010 ard®.28nd the consolidated results of their operatiemd their cash flows for each of
three fiscal years in the period ended Decembe?@10, in conformity with U.S. generally acceptedaunting principles.

We also have audited, in accordance with the stasdaf the Public Company Accounting Oversight Bo#dnited States), Natior
Instruments Corporation’s internal control overaficial reporting as of December 31, 2010, basedriteria established in Internal Control-
Integrated Framework issued by the Committee onSpong Organizations of the Treadway Commissioth @mr report dated February
2011 expressed an unqualified opinion thereon.

/sl Ernst & Young LLP

Austin, Texas

February 18, 2011




Report of Independent Registered Public Accountindrirm

The Board of Directors and Shareholders of Nationalnstruments Corporation:

We have audited National Instruments Corporasoimternal control over financial reporting as oédember 31, 2010, based on cril
established in Internal Controlktegrated Framework issued by the Committee ohSpong Organizations of the Treadway Commissibe
COSO criteria). National Instruments Corporat®mhanagement is responsible for maintaining effecinternal control over financ
reporting, and for its assessment of the effectgsnof internal control over financial reportinglirded in the accompanying Managen
Report on Internal Control over Financial Reporti@ur responsibility is to express an opinion om ¢bompanys internal control over financ
reporting based on our audit.

We conducted our audit in accordance with the stadslof the Public Company Accounting Oversighti8a&@nited States). Those stand:
require that we plan and perform the audit to obtasonable assurance about whether effectiven@iteontrol over financial reporting w
maintained in all material respects. Our auditudeld obtaining an understanding of internal corar@r financial reporting, assessing the
that a material weakness exists, testing and etimaduthe design and operating effectiveness ofiatecontrol based on the assessed risk
performing such other procedures as we considezedssary in the circumstances. We believe thaawdit provides a reasonable basis fol
opinion.

A companys internal control over financial reporting is @@ess designed to provide reasonable assuranaeliregthe reliability of financi:
reporting and the preparation of financial statetsdor external purposes in accordance with gelyeesdcepted accounting principles
companys internal control over financial reporting inclgdidose policies and procedures that (1) pertatheéanaintenance of records tha
reasonable detail, accurately and fairly refleet ttansactions and dispositions of the assetseotdimpany; (2) provide reasonable assu
that transactions are recorded as necessary toitpgraparation of financial statements in accor@amdth generally accepted accoun
principles, and that receipts and expenditureshef dompany are being made only in accordance withoazations of management :
directors of the company; and (3) provide reasanasisurance regarding prevention or timely deteatfounauthorized acquisition, use
disposition of the company’s assets that could lrareterial effect on the financial statements.

Because of its inherent limitations, internal cohwver financial reporting may not prevent or détmisstatements. Also, projections of
evaluation of effectiveness to future periods atgext to the risk that controls may become inadégjbecause of changes in conditions, ol
the degree of compliance with the policies or pdates may deteriorate.

In our opinion, National Instruments Corporationimaned, in all material respects, effective intdrcontrol over financial reporting as
December 31, 2010, based on the COSO criteria.

We also have audited, in accordance with the stasdaf the Public Company Accounting Oversight Bo@nited States), the consolids
balance sheets of National Instruments Corporat®rof December 31, 2010 and 2009, and the relaiedotidated statements of incol
stockholders®equity, and cash flows for each of the three y@athe period ended December 31, 2010 and our reladed February 18, 20
expressed an unqualified opinion thereon.

/sl Ernst & Young LLP

Austin, Texas

February 18, 2011




NATIONAL INSTRUMENTS CORPORATION

Assets

Current asset:
Cash and cash equivalel
Shor-term investment
Accounts receivable, n
Inventories, ne

Prepaid expenses and other current a:

Deferred income taxes, n
Total current asse
Property and equipment, r
Goodwill
Intangible assets, n
Other long-term assets
Total asset

Liabilities and stockholders' equity
Current liabilities:
Accounts payabl
Accrued compensatic
Deferred revenu
Accrued expenses and other liabilit
Other taxes payable
Total current liabilities
Deferred income taxe
Liability for uncertain tax position
Other long-term liabilities
Total liabilities
Commitments and contingenci
Stockholders' equity

Preferred stock: par value $0.01; 5,000,000 shaut#t®orized; none issued and outstant
Common stock: par value $0.01; 180,000,000 ster#®rized; 78,603,317 and 77,367,874 sh

issued and outstanding, respectiv
Additional paic-in capital
Retained earning

CONSOLIDATED BALANCE SHEETS
(in thousands, except share data)

Accumulated other comprehensive income (It

Total stockholder equity

Total liabilities and stockholders’ equity

December December
31, 31,
2010 2009
$ 219,44 % 201,46!

131,21! 87,19¢
127,21« 103,95
117,76! 86,51t
36,23¢ 36,52:

18,83¢ 16,52:
650,71¢ 532,17¢
160,41( 153,26!
70,27¢ 64,77¢

52,81¢ 43,39(

25,46( 19,417

$ 959.,68: $ 813,02¢
$ 3354: $ 23,50:
27,73¢ 14,93¢

71,65( 57,24.

16,53¢ 8,56(

16,84¢ 14,18
166,31 118,41¢
29,47 25,01:

14,95: 11,06:

4,39t 4,11¢

215,13 158,60

78¢€ 774

408,10¢ 336,44t
336,36 303,65!

(710) 13,54¢

744 54! 654,42(

$ 959,68: $ 813,02¢

The accompanying notes are an integral part oktfinancial statements.




Net sales
Product
Software maintenance

Total net sale

Cost of sales
Product
Software maintenance

Total cost of sales
Gross profit

Operating expense
Sales and marketir
Research and developme
General and administrative

Total operating expenses
Operating incom:

Other income (expense
Interest incomt
Net foreign exchange gain (los
Other income, ne
Income before income tax
Provision for income taxes

Net income

Basic earnings per she

NATIONAL INSTRUMENTS CORPORATION

CONSOLIDATED STATEMENTS OF INCOME
(in thousands, except per share data)

For the Years
Ended December 31

Weighted average shares outstanding - basic

Diluted earnings per sha

Weighted average shares outstanding — diluted

Dividends declared per she

2010 2009 2008
$ 807,38 $ 62373 $ 765,44
65,83 52,85¢ 55,09¢
873,22 676,59 820,53
195,00 164,70 201,06«
4,981 5,18¢ 6,04
200,08: 169,88 207,10¢
673,13 506,71 613,42
319,60t 269,26 307,40¢
158,14 132,97 143,14(
67,06¢ 57,93¢ 67,16
544,82: 460,17 517,71
128,31 46,53: 95,71
1,391 1,62¢ 5,99¢
(2,58¢) 734 (3,737
992 1,357 161
128,11. 50,24 98,13
18,99¢ 33,16( 13,31(
$  109,11¢ $ 17,088 $ 84,82
$ 1.4C $ 0.2: $ 1.0¢
77,98: 77,52( 78,56
$ 136 $ 02: $ 1.07
79,04 78,02¢ 79,51
$ 05: $ 0.4 $ 0.4

The accompanying notes are an integral part oktfinancial statements.




NATIONAL INSTRUMENTS CORPORATION

CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)

For the Years Ended December 31

2010 2009 2008
Cash flow from operating activities:
Net income $ 109,11¢ $ 17,08 $ 84,82’
Adjustments to reconcile net income to net cashkigea by operating activitie:
Depreciation and amortizatic 37,87 38,36" 37,10
Stoclk-based compensatic 18,79t 20,29¢ 19,85«
Tax expense from deferred income ta 3,66¢ 17,19¢ (4,475
Tax expense (benefit) from stock option pl (96) 1,45( (1,219
Changes in operating assets and liabilit
Accounts receivabl (22,929 17,59: 12,15¢
Inventories (30,930 20,84: (24,57%)
Prepaid expenses and other as (20,41)) 12,74( (10,340
Accounts payabl 9,63( (7,379 (5,64%)
Deferred revenu 14,40¢ 11,72¢ 9,42:
Taxes and other liabilitie 25,92¢ (14,272) 4,70¢
Net cash provided by operating activit 145,05¢ 135,65. 121,81¢
Cash flow from investing activities:
Capital expenditure (28,39) (20,84") (25,77
Capitalization of internally developed softw: (15,759 (12,589 (9,487)
Additions to other intangible (4,157 (4,602 (3,010
Acquisitions, net of cash receiv: (4,21¢) - (17,310
Purchases of shi-term investment (126,69) (93,08 (9,067)
Sales and maturities of sh-term investment 82,67 19,20« 86,17¢
Purchases of foreign currency option contri - - (2,789
Net cash provided by (used by) investing activities (96,544 (111,919 18,75¢
Cash flow from financing activities:
Proceeds from issuance of common si 51,85: 21,67 31,15(
Repurchase of common sta (41,862) (34,589 (103,64.)
Dividends paic (40,619 (37,309 (34,739
Tax (expense) benefit from stock option pl: 96 (1,450 1,218
Net cash (used by) financing activities (30,537) (51,67)) (106,01.)
Net change in cash and cash equival 17,98: (27,93 34,56:
Cash and cash equivalents at beginning of period 201,46! 229,40( 194,83
Cash and cash equivalents at end of period $ 219,44 % 201,46! $ 229,40(
Cash paid for interest and income tay
Interest $ 82 $ 23 % 11€
Income taxe! $ 14,807 $ 14,60¢ $ 17,21«

The accompanying notes are an integral part oktfinancial statements.




NATIONAL INSTRUMENTS CORPORATION

CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY
(in thousands, except share data)

Accumulated

Common Common Additional Other Total
Stock Stock Paid-In Retained Comprehensive Stockholders’
Shares Amount Capital Earnings Income/(Loss) Equity

Balance at December 31, 20C 79,405,35 $ 794 % 260,36! $ 392,86: $ 7,068 $ 661,08¢
Net income 84,821 84,821
Foreign currency translation adjustme

(net of $681 tax
benefit) (4,189 (4,189
Unrealized loss on securities availabl
for-sale

(net of $82 tax
benefit) (502) (502)
Unrealized gain on derivati\
instruments

(net of $1,320 tax expense) 8,10¢ 8,10¢

Total comprehensive income 88,24!
Issuance of common stock unc
employee plans, including tax bene 1,897,74i 19 31,13 31,15(
Stock-based
compensation 19,85¢ 19,85«
Repurchase and retirement of commc
stock (4,110,04) (41) (13,477 (90,129 (103,64
Dividends
paid (34,73%) (34,73Y)
Disqualified
dispositions 2,47¢ 2,47¢
Balance at December 31, 20C 77,193,06 $ 772 % 300,35: $ 352,83. $ 10,48: $ 664,43¢
Net income 17,08t 17,08t
Foreign currency translation adjustme

(net of $1,799 tax expens 927 927
Unrealized gain on securities availabl
for-sale

(net of $1,093 tax expens 562 562
Unrealized gain on derivative
instruments

(net of $3,053 tax expense) 1,572 1,57:

Total comprehensive income 20,14’
Issuance of common stock under
employee plans, including tax bene 1,618,25: 16 21,65¢ 21,67
Stoclk-basec
compensation 20,57 20,57
Repurchase and retirement of commc
stock (1,443,44) (14) (5,618 (28,959 (34,585
Dividends
paid (37,309 (37,309
Disqualified
dispositions (51¢) (51€)
Balance at December 31, 20C 77,367,87 $ 774 % 336,44t $ 303,65 $ 13,54t $ 654,42(
Net income 109,11¢ 109,11¢
Foreign currency translation adjustm:

(net of $926 tax
benefit) (5,249 (5,249

Unrealized gain on securities availe-
for-sale
(net of $115 ta:



expense)
Unrealized loss on derivative
instruments
(net of $1,705 tax
benefit)

Total comprehensive income

Issuance of common stock unc
employee plans, including tax bene
Stock-based

compensation

Repurchase and retirement of commc
stock

Business

acquisition

Dividends

paid

Disqualified

dispositions

Balance at December 31, 201

653 652

(9,660 (9,660

94,86
2,525,99 25 51,82’ 51,85:
18,89° 18,89"

(1,392,73) (14) (6,05¢) (35,790) (41,86
102,17¢ 1 2,99¢ 2,99¢

(40,61%) (40,619

3,99¢ 3,99¢

78,603,31 $ 78€ $ 408,100 $  336,36. $ (710 $ 744,54

The accompanying notes are an integral part oktfinancial statements.




NATIONAL INSTRUMENTS CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1 — Operations and summary of significant aceamting policies

National Instruments Corporation is a Delaware coapon. We provide flexible application softwaradamodular, multifunctio
hardware that users combine with industtgndard computers, networks and third party devicecreate measurement, automation
embedded systems, which we also refer to as “Vifhsgruments.” Our approach gives customers thBtyalbo quickly and costeffectively
design, prototype and deploy unique custbefined solutions for their design, control and tgsplication needs. We offer hundreds of proc
used to create virtual instrumentation systemsgkmeral, commercial, industrial and scientific @gailons. Our products may be usel
different environments, and consequently, speeifiplication of our products is determined by thstomer and generally is not known to
We approach all markets with essentially the sanoglyrts, which are used in a variety of applicatidiom research and developmer
production testing, monitoring and industrial cohtThe following industries and applications aeeved by us worldwide: advanced rese:
automotive, commercial aerospace, computers ancirefécs, continuous process manufacturing, edosatjovernment/defense, med
research/pharmaceutical, power/energy, semicondjcatomated test equipment, telecommunicatiodso#imers. These financial statem
have been prepared in accordance with accountingiples generally accepted in the United State&mérica.

Principles of consolidation

The Consolidated Financial Statements include temunts of National Instruments Corporation andsiibsidiaries. All significal
intercompany accounts and transactions have beemated.

Use of estimates

The preparation of our financial statements in oamity with U.S. generally accepted accounting g@pfes requires us to me
estimates and assumptions that affect the repartezlints of assets, liabilities, revenues, expeasdselated disclosures of contingent a
and liabilities. We base our estimates on pastremee and other assumptions that we believe asoreble under the circumstances, an
evaluate these estimates on an ongoing basis.ficalcaccounting policies are those that affaat financial statements materially and invc
difficult, subjective or complex judgments by maeagnt. Although these estimates are based on maeage best knowledge of curr
events and actions that may impact the compariyeiriuture, actual results may be materially difféfieom the estimates.

Cash and cash equivalents
Cash and cash equivalents include cash and hiigjiig linvestments with maturities of three monthdess at the date of acquisition.
Short-Term Investments

We maintain an investment portfolio of various typg security holdings and maturities. Cash eqeivi and shorterm investmen
available-forsale are valued using the market approach (Leviehdgd on unadjusted quoted prices in active nmefkeidentical assets at-
measurement date.

Our investments are classified as available-foe-sald accordingly are reportedfait value, with unrealized gains and losses regba
other comprehensive income, a component of stodinglequity. Unrealized losses are charged against iroshen a decline in fair value
determined to be other than temporary. Investmeitts maturities beyond one year are classified lagtderm based on their highly ligt
nature and because such marketable securitiessegpirthe investment of cash that is available forent operations. The fair value of
shortterm investments in debt securities at December2810 and December 31, 2009 was $131 million an®iiBlion, respectively. Tt
increase was due to the net purchase of $44 mitlfishortterm investments which was done to continue therdification our holdings fro
money market accounts to debt securities and ® aalkkantage of higher yields associated with lomggturity debt securities. We follow 1
guidance provided by FASB ASC 320 to assess whetheinvestments with unrealized loss positions @tteer than temporarily impaire
Realized gains and losses and declines in valgefitb be other than temporary are determined basdte specific identification method ¢
are reported in other income (expense), net, inGamrsolidated Statements of Income. We did nottiffear record any other-thatemporar
impairments during 2010 or 2009.

Accounts Receivable, net

Accounts receivable are recorded net of allowaricesales returns of $1.7 million and $1.9 milliabh December 31, 2010 and 2C
respectively, and net of allowances for doubtfulcamts of $2.1 million and $2.7 million at Deceml3dr, 2010 and 2009, respectively
provision for estimated sales returns is made Hucing recorded revenue based on historical expegidNe analyze historical returns, cur
economic trends and changes in customer demandrgiroducts when evaluating the adequacy of owssaturns allowance. Our allowa
for doubtful accounts is based on historical exgrae. We analyze historical bad debts, customesesdrations, customer creditworthiness
current economic trends when evaluating the adggofacur allowance for doubtful accounts.

Balance at Balance at
Beginning End of
Year Description of Period Provisions Write-Offs Period




Allowance for doubtful accounts and sales

2008 returns $ 5,60 $ 447 % 367 $ 5,68
Allowance for doubtful accounts and sa

2009 returns $ 568z $ 337 % 1,40C $ 4,61¢
Allowance for doubtful accounts and sales

2010 returns $ 4,61¢ $ (57¢) $ 27 $ 3,76¢

Inventories, net

Inventories are stated at the lower-of-cost or markost is determined using standard costs, wapgroximate the first-in firsput
(“FIFO”) method. Cost includes the acquisition co$tpurchased components, parts and subasseminiesund freight costs, labor &
overhead. Market is replacement cost with resgedw materials and is net realizable value widpeet to work in process and finished go

Inventory is shown net of adjustment for excess @eblete inventories of $ 3ndillion, $4.4 million and $4.4 million at Decemb@t.
2010, 2009 and 2008, respectively.

Balance at Balance at
Beginning End of
Year Description of Period Provisions Write-Offs Period
Adjustment for excess and obsolete
2008 inventories $ 4,16C $ 154: $ 1,29: $ 4,40¢
Adjustment for excess and obsol
2009 inventories $ 4,40¢ $ 1,49: $ 1511 $ 4,39(
Adjustment for excess and obsol
2010 inventories $ 4,39C $ 1,78 $ 283 $ 3,34(

Property and equipment, net

Property and equipment are recorded at cost. Digpiat is computed using the straigiite method over the estimated useful live
the assets, which range from twenty to forty ydarsbuildings, three to seven years for purchasedrnal use software and for equipn
which are each included in furniture and equipmeeasehold improvements are depreciated over theestof the life of the lease or the as

Intangible assets, net

We capitalize costs related to the development aeglisition of certain software products. Capittian of costs begins wh
technological feasibility has been established emds when the product is available for generabesdo customers. Technological feasit
for our products is established when the produet/alable for beta release. Amortization is coredutn an individual product basis for th
products available for market and is recognizee@tam the product’s estimated economic life, gdhyettaree years.

We use the services of outside counsel to seargldéocument, and apply for patents. Those coftagawith any filing or applicatic
fees, are capitalized. Costs related to patentstwdrie abandoned are written off. Once a pategriisted, the patent costs are amortized ra
over the legal life of the patent, generally terséwenteen years. At each balance sheet datenémeautized costs for all intangible assets
reviewed by management and reduced to net readizatilie when necessary.

Goodwill

The excess purchase price over the fair value s#tasacquired is recorded as goodwill. As we haneeaperating segment, we alloc
goodwill to one reporting unit for goodwill impailemt testing. Goodwill is tested for impairment anaamnual basis, and between annual te
indicators of potential impairment exist, usingaérfvaluebased approach based on the market capitalizatitheaeporting unit. Our annt
impairment test was performed as of February 26028lo impairment of goodwill has been identifiadiidg the period presented. Goodwi
deductible for tax purposes in certain jurisdicsion

Concentrations of credit risk

We maintain cash and cash equivalents with varimascial institutions located in many countriesotiighout the world. At Decemt
31, 2010, $86.3 million or 39% of our cash and ceghivalents was held in cash in various operatiogounts with financial institutio
throughout the world and $133.1 million or 61% weetd in money market accounts. The most significdrdur operating accounts was
domestic operating account which held approxima$dl$.3 million or 6% of our total cash and cashieajents at a bank that carried an
rating at December 31, 2010. From a geographiaptznt, approximately $112.2 million or 51% waschel various domestic accounts v
financial institutions and $107.2 million or 49% svheld in various accounts outside of the U.S. \ifthncial institutions. At December !
2010, our shorterm investments consist of $32.7 million or 24%faeign government bonds, $23.1 million or 18%bE. treasuries al
agencies, $16.9 million or 13% of municipal borfs6.1 million or 43% of corporate bonds and $2.8iom or 2% in time deposits.

The goal of our investment policy is to manage ionestment portfolio to preserve principal and ldity while maximizing the retu
on our investment portfolio through the full invesint of available funds. We place our cash investem instruments that meet credit quz
standards, as specified in our corporate investipelity guidelines. These guidelines also limit #reount of credit exposure to any one is
issuer or type of instrument. Our cash equivalent$ shorterm investments carried ratings from the majoditrating agencies that were
accordance with our corporate investment policyr fbuestment policy allows investments in the fallng; government and federal age



obligations, repurchase agreements (“Repasgjtificates of deposit and time deposits, corgoiiligations, medium term notes
deposit notes, commercial paper including assetdthcommercial paper (“ABCP”puttable bonds, general obligation and revenue &
money market funds, taxable commercial paper, catpanotes/bonds, municipal notes, municipal okibge, variable rate demand notes
tax exempt commercial paper. All such instrumentistncarry minimum ratings of A1/P1/F1, MIG1/VMIGES and A2/A/A, as applicable,
of which are considered “investment grad®ur investment policy for marketable securitiesuiegs that all securities mature in three yea
less, with a weighted average maturity of no lontpan 18 months with at least 10% maturing in 9@sdar less. (Sedlote 2 —Cash, cas
equivalents, short-term and long-term investmemtdlotes to Consolidated Financial Statements €other discussion and analysis of
investments.).

Concentration of credit risk with respect to trageounts receivable is limited due to our large Inenof customers and their disper:
across many countries and industries. The amousalet to any individual customer did not exceedot¥evenue for the periods presen
The largest trade account receivable from any iddad customer at December 31, 2010 was approxlyn@ge4 million.

Key supplier risk

Our manufacturing processes use large volumesgi-duality components and subassemblies supplied kgideusources. Several
these components are available through sole otdihgources. Supply shortages of or quality problenconnection with some of these
components could require us to procure componeais feplacement suppliers, which would cause sigamt delays in fulfillment of orde
and likely result in additional costs. In orderrt@mnage this risk, we maintain safety stock of saihthese single sourced components
subassemblies and perform regular assessmentppliess performance, grading key suppliers in caitiareas such as quality and “on-time”
delivery.

Revenue recognition

We derive revenue primarily from the sale/licensifgintegrated hardware and software solutionseprthdent sales of applicat
software licenses include post contract suppowices. In addition, training services are sold safgdy. The products and services are gene
sold under standardized licensing and sales armaagis with payment terms ranging from net 30 daythé United States to net 30 days
up to net 90 days in some international marketgréximately 88% of our product/license sales inellmbth hardware and software in
customer arrangement, with a small percentagele$ sacluding other services. We offer rights aura and standard warranties for prot
defects related to our products. The rights ofrreare generally for a period of up to 30 daysratie delivery date. The standard warral
cover periods ranging from 90 days to three ya&iesdo not generally enter into contracts requipnaduct acceptance from the customer.

Revenue is recognized in accordance with the piangsof FASB ASC 985, when persuasive evidencenafreangement exists, delivi
has occurred, the fee is fixed or determinable, eoltbctability is probable. We enter into certaimangements where we are obligate
deliver multiple products and/or services (“mukigllements”)In these transactions, we allocate the total rezemuong the elements base:
vendor specific objective evidence (“VSOE”) of faalue as determined by the sales price of eachezlewhen sold separately.

When VSOE of fair value is not available for a deted element but is available for the undeliveeéziment of a multiple eleme
arrangements, sales revenue is generally recogpizelde date the product is shipped, using theluesimethod under FASB ASC 985, wit
portion of revenue recorded as deferred (uneardad)to applicable undelivered elements. Undelivezietnents for our multiple elemu
arrangements with a customer are generally restritd post contract support and training and edutalThe amount of revenue allocate:
these undelivered elements is based on the VSQ&irofalue for those undelivered elements. Defermanue due to undelivered elemen
recognized ratably over the service period or wtienservice is completed. When VSOE of fair valsiendt available for the undelivel
element of a multiple element arrangement, salesnige for the entire sales contract value is gdlgeracognized ratably over the sery
period of the undelivered element, generally 12 thewr when the service is completed in accordavittethe subscription method. Defer
revenue at December 31, 2010 and 2009 was $72mdind $57 million, respectively.

The application of FASB ASC 985 requires judgmémtjuding whether a software arrangement includedtipte elements, and if ¢
whether VSOE of fair value exists for those elerae@hanges to the elements in a software arrangetherability to identify VSOE for tho
elements, the fair value of the respective elememd changes to a prodwestimated life cycle could materially impact #raount of oL
earned and unearned revenue. Judgment is alsoedqaiassess whether future releases of certétinase represent new products or upgr:
and enhancements to existing products.

Product revenue

Our product revenue is generated predominantly ftben sales of measurement and automation prodQeats.products consist
application software and hardware components tegetith related driver software.

Software maintenance revenue

Software maintenance revenue is post contract gustsupport that provides the customer with undigeciupgrades/updates ¢
technical support.

Shipping and handling costs

Our shipping and handling costs charged to custemer included in net sales, and the associateshsgyis recorded in cost of sales
all periods presented.



Warranty reserve

We offer a one-year limited warranty on most hambwaroducts, with a two or thrgear warranty on a subset of our hardware proc
which is included in the sales price of many of ptoducts. Provision is made for estimated futueeranty costs at the time of the sale fol
estimated costs that may be incurred under the liasited warranty. Our estimate is based on his&brexperience and product sales du
this period.

The warranty reserve for the years ended Decenthe2@.0 and 2009, respectively, was as followsh@usands):

2010 2009 2008
Balance at the beginning of '
period $ 921 $ 95z $ 75C
Accruals for warranties issued during
period 1,99: 1,991 1,83¢
Settlements made (in cash or in kind) during
period (1,999 (2,022 (1,634
Balance at the end of the period $ 921 $ 921 $ 957

Loss contingencies

We accrue for probable losses from contingencietudting legal defense costs, on an undiscounteds hashen such costs ¢
considered probable of being incurred and are reddp estimable. We periodically evaluate availdhfermation, both internal and exterr
relative to such contingencies and adjust thisted@s necessary.

Advertising expense

We expense costs of advertising as incurred. Abegt expense for the years ended December 31,, 2009 and 2008 was $1
million, $13.6 million and $19.3 million, respectiy.

Foreign currency translation

The functional currency for our international sad@grations is the applicable local currency. Tésets and liabilities of these operat
are translated at the rate of exchange in effe¢hetbalance sheet date and sales and expendesrastated at average rates. The resulting
or losses from translation are included in a séparamponent of other comprehensive income. Gaidsl@sses resulting from rmeasurin
monetary asset and liability accounts that are ohémated in a currency other than a subsid&fyhctional currency are included in net fore
exchange gain (loss) and are included in net income

Foreign currency hedging instruments

All of our derivative instruments are recognizedtha balance sheet at their fair value. We curyemse foreign currency forward
purchased option contracts to hedge our exposurneaterial foreign currency denominated receivakled forecasted foreign currency c
flows.

On the date the derivative contract is entered i designate the derivative as a hedge of thahility of foreign currency cash flo\
to be received or paid (“cash flow” hedge) or dsedge of our foreign denominated net receivablétipas (“other derivatives”)Changes i
the fair value of derivatives that are designated gualify as cash flow hedges and that are degmbd highly effective are recorded in of
comprehensive income. These amounts are subsegvetidssified into earnings in the period durinigieh the hedged transaction is reali.
The gain or loss on the other derivatives as wethe offsetting gain or loss on the hedged itemibatable to the hedged risk is recognize
current earnings under the line item “Net foreigntenge gain (loss)”. We do not enter into derixationtracts for speculative purposes.

We formally document all relationships between liegignstruments and hedged items, as well as slrmanagement objective &
strategy for undertaking various hedge transactidriBe inception of the hedge. This process iresguihking all derivatives that are designi
as cash flow hedges to specific forecasted traiosectWe also formally assess, both at the hedigeeption and on an ongoing basis, whe
the hedging instruments are highly effective irseffing changes in cash flows of hedged items.

We prospectively discontinue hedge accounting)ift(ls determined that the derivative is no longeghly effective in offsetting chang
in the fair value of a hedged item (forecasteddaations); or (2) the derivative is designated as a hedge instrument, because itikelyntha
a forecasted transaction will occur. When hedgeoaating is discontinued, the derivative is sold d@hd resulting gains and losses
recognized immediately in earnings.

Income taxes
We account for income taxes under the asset ahilitfamethod. Deferred tax assets and liabilittge recognized for the expected
consequences of temporary differences betweenathddses of assets and liabilities and their regdoamounts. Valuation allowances
established when necessary to reduce deferredsstsato amounts which are more likely than naietoealized.

Earnings per share



Basic earnings per share (“EP38)computed by dividing net income by the weighte®rage number of common shares outstal
during each period. Diluted EPS is computed bydiing net income by the weighted average numbemofrson shares and common sl
equivalents outstanding (if dilutive) during eaddripd. The number of common share equivalents, kvhiclude stock options and restric
stock units, is computed using the treasury stoethod.

The reconciliation of the denominators used touate basic EPS and diluted EPS for the years ebéegmber 31, 2010, 2009 :
2008, respectively, are as follows (in thousands):

Years Ended December 31
2010 2009 2008

Weighted average shares outstanding-
basic 77,98: 77,52( 78,56
Plus: Common share equivale

Stock options, restricted stock

units 1,06¢ 50€ 94¢
Weighted average shares outstan-

diluted 79,04¢ 78,02¢ 79,51¢

Stock options to acquire 215,264711,976 and 2,402,934 shares for the years eDdedmber 31, 2010, 2009 and 2008, respect
were excluded in the computations of diluted EP&bse the effect of including the stock options Mdwave been anti-dilutive.

Stock-based compensation

Effective January 1, 2006, we adopted FASB ASC Td@npensation — Stock Compensat{eASB ASC 718), using the modified-
prospectivetransition method. Under this method, prior perigds not restated. Under this transition methodckstcompensation cc
recognized beginning January 1, 2006 includescda)pensation cost for all shaased payments granted prior to, but not yet vessed
January 1, 2006, based on the grant date fair vasinated in accordance with the original provisioof FASB ASC 718, and (
compensation cost for all share-based paymentdegtam or subsequent to January 1, 2006, baseteograntdate fair value estimated
accordance with the provisions of FASB ASC 718.

Comprehensive income

Our comprehensive income is comprised of net ingdimign currency translation and unrealized gaind losses on forward ¢
option contracts and securities availablegate. Comprehensive income for 2010, 2009 and 268%$94.9 $20.1 million and $88.2 milli
respectively.

Recently Issued Accounting Pronouncements

In October 2009, the FASB updated FASB ASC @RByenue RecognitioffASB ASC 605) that amended the criteria for setray
consideration in multipleleliverable arrangements. The amendments establsling price hierarchy for determining the sejliprice of .
deliverable. The selling price used for each detitske will be based on vendor-specific objectivederce if available, thirdsarty evidence
vendor-specific objective evidence is not availalde estimated selling price if neither vendor-sfiebjective evidence nor thirgarty
evidence is available. The amendments will charge dpplication of the residual method of allocatiamd require that arrangem
consideration be allocated at the inception ofattrangement to all deliverables using the relateiéing price method. The relative selling p
method allocates any discount in the arrangememgqetionally to each deliverable on the basis ahedeliverables selling price. This upde
will be effective prospectively for revenue arramgmts entered into or materially modified in fisgahrs beginning on or after June 15, 2
Early adoption is permitted. We have evaluatedréftpiirements of this update and have concludedllinat have a material impact on ¢
consolidated financial position or results of opierss.

In October 2009, the FASB updated FASB ASC 986ftware(FASB ASC 985) that changes the accounting modelréoenu
arrangements that include both tangible productssarftware elements. Tangible products containofgusre components and neoftware
components that function together to deliver tgilale products essential functionality are no longer within seepe of the software rever
guidance in Subtopic 98805. In addition, the amendments require that hardwcomponents of a tangible product containingwsot
components always be excluded from the softwareme® guidance. This update will be effective protipely for revenue arrangeme
entered into or materially modified in fiscal yedrsginning on or after June 15, 2010. Early adopitsopermitted. We have evaluated
requirements of this update and have concludedlinet have a material impact on our consoliddiedncial position or results of operations.

In January 2010, the FASB updated FASB ASC &28ir Value Measurements and Disclosur@sASB ASC 820) that requir
additional disclosures and clarifies existing discres regarding fair value measurements. Theiadditdisclosures include 1) transfers in
out of Levels 1 and 2 and 2) activity in Level & fealue measurements. The update provides amertdrtreat clarify existing disclosures or
level of disaggregation and 2) disclosures abquitimand valuation techniques. This update is #¥edor interim and annual reporting peri
beginning after December 15, 2009, except for ikelasures about purchases, sales, issuancesetilggnents in the roll forward of activity
Level 3 fair value measurements. These disclosaresffective for fiscal years beginning after Daber 15, 2010, and for interim peric
within those fiscal years. We adopted the updateJamuary 1, 2010 as required and concluded it didhave a material impact on 1
consolidated financial position or results of opierss.

In February 2010, the FASB updated FASB ASC &i)sequent EventBASB ASC 855) that requires an entity that is &CSiler tc
evaluate subsequent events through the date thdintmcial statements are issued. For an SEC fhies guidance also eliminates the reqt



disclosure of the date through which subsequenttevare evaluated. This update is effective ugsnance. We adopted the updat
January 1, 2010 as required and concluded it didhanee a material impact on our consolidated fifedrposition or results of operations.

Note 2 — Cash, cash equivalents and short-term insgnents

Cash, cash equivalents and short-term investmentsist of the following (in thousands):

Cash and cash equivaler
Cash
Cash equivalent:
Money market accounts
Total cash and cash equivalents
Shor-term investments
Municipal bonds
Corporate bonds
U.S. treasuries and agencies
Foreign government bonds
Time deposits
Auction rate securities
Auction rate securities put option
Total short-term investments
Total cash, cash equivalents and investm

As of As of
December December
31, 2010 31, 2009
$ 86,34 $ 85,61:

133,10: 115,85:
219,44° 201,46!
16,86: 12,54¢
56,11( 7,581
23,13t 21,03
32,657 34,67

2,45: 2,75%

- 8,177

- 427

131,21! 87,19¢

$ 350,66: $ 288,66

The following table summarizes unrealized gainslasdes related to our investments designatedakble-for-sale (in thousands):

As of December 31, 201

Gross Gross Cumulative
Unrealized Unrealized Translation
Adjusted Cos Gain Loss Adjustment Fair Value
Municipal bonds $ 16,84: $ 18 $ - $ - $ 16,86
Corporate bonds 56,14 38 (69) - 56,11(
U.S. treasuries and agenc 23,14 13 (20 - 23,13t
Foreign government boni 36,01( 89 (32 (3,410 32,651
Time deposits 2,452 - - - 2,452
Total investments $ 134,58¢ $ 15¢ $ (121) $ (3,410 $ 131,21!
As of December 31, 200
Gross Gross Cumulative
Unrealized Unrealized Translation
Adjusted Cos Gain Loss Adjustment Fair Value

Municipal bonds $ 12,49 $ 58 $ - $ - $ 12,54¢
Corporate bonds 7,47¢ 11C (@H)] - 7,58
U.S. treasuries and agenc 21,08( - (47 - 21,03:
Foreign government boni 36,10¢ 7€ - (1,507 34,67«
Time deposits 2,75% - - - 2,75:
Auction rate securities 8,60( - (423) - 8,17
Auction rate securities put optic - 423 - - 423
Total investments $ 88,507 $ 667 $ (471 $ (1,509 $ 87,19¢

The following table summarizes the contractual mtaés of our investments designated as availabteséle (in thousands):

Due in less than 1 year
Duein 1to 5 years
Total investments

Due in less than 1 ye

Municipal bonds
Corporate bonds

As of December 31, 201 As of December 31, 200

Adjusted Cos Fair Value  Adjusted Cos Fair Value
$ 84,88 $ 83,33 % 44,02¢ $ 43,26"
49,70« 47,88: 44.,47¢ 43,92¢
$ 134,58 $ 131,21 $ 88,507 $ 87,19¢
Adjusted Cos Fair Value  Adjusted Cos Fair Value
$ 15,84: % 15,86( $ 4,10: $ 4,11(
37,64: 37,66¢ 5,38¢ 5,47:



U.S. treasuries and agenc
Foreign government bon

Time deposits

Auction rate securities

Auction rate securities put option

Total investments

Due in 1 to 5 year

Municipal bonds

Corporate bonds

U.S. treasuries and agenc

Foreign government bonds
Total investments

Note 3 — Fair value measurements

11,13¢ 11,14° 5,06t 5,057

17,81« 16,20 18,12: 17,27¢

2,452 2,45: 2,75:% 2,75:%

- - 8,60( 8,17

- - - 42°

$ 84,88: $ 83,33: $ 44,02¢ $ 43,26:
Adjusted Cos Fair Value  Adjusted Cos Fair Value

$ 1,00z $ 1,001 $ 8,38¢ $ 8,43¢

18,50( 18,44: 2,094 2,114

12,00¢ 11,98¢ 16,01¢ 15,97¢

18,19¢ 16,45( 17,98: 17,40(

$ 49,70¢ $ 47,88. $ 44,47t $ 43,92¢

We define fair value to be the price that wouldréeeived to sell an asset or paid to transferldlitia in an orderly transaction betwe
market participants at the measurement date. Whtarmining the fair value measurements for assaddiabilities required or permitted to
recorded at fair value, we consider the principainost advantageous market and assumptions th&etmaarticipants would use when pric

the asset or liability.

We follow a fair value hierarchy that prioritizdsetinputs to valuation techniques used to measurevdélue into three broad levels. -
level in the fair value hierarchy within which tFer value measurement falls is determined basethehowest level input that is significan
the fair value measurement. The three valueseofain value hierarchy are the following:

Level 1 -Quoted prices in active markets for identical assetiabilities

Level 2 dnputs other than quoted prices included withinélel/that are observable for the asset or liahiétsher directly or indirectly

Level 3 dnputs that are not based on observable market data

Assets and liabilities measured at fair value oecairring basis are summarized below (in thousands)

Fair Value Measurements at Reporting Date Usin

Quoted Price

in Active Significant
Markets for Other Significant
Identical Observable  Unobservabl
December Assets Inputs Inputs
Description 31, 201C (Level 1) (Level 2) (Level 3)
Assets
Money Market Funds $ 133,10: $ 133,10: $ - $ -
Shor-term investments available for sa
Municipal bonds 16,86 16,86 - -
Corporate bonds 56,11( 56,11( - -
U.S. treasuries and agenc 23,13t 23,13t - -
Foreign government bon 32,65% 32,65 - -
Time deposits 2,452 2,452 - -
Derivatives 2,32¢ - 2,32t -
Total Assets $ 266,64: $ 264,31¢ 2,32t $ .
Liabilities
Derivatives $ (3,739 $ - $ (3,739 $ -
Total Liabilities $ (3,739 $ - $ (3,739 $ -
Fair Value Measurements at Reporting Date Usini
Quoted Price
in Active Significant
Markets for Other Significant
Identical Observable  Unobservabl
December Assets Inputs Inputs

Description 31, 200¢ (Level 1) (Level 2) (Level 3)
Assets
Money Market Funds $ 115,85: $ 115,85: $ - $ =

Shor-term investments available for sa
Municipal bonds

12,54¢ 12,54¢ =



Corporate bonds 7,58 7,58 - -

U.S. treasuries and agenc 21,03: 21,03: - -
Foreign government boni 34,67« 34,67« - -
Time deposits 2,75 2,75 - -
Auction rate securities 8,17 - - 8,171
Auction rate securities put optic 423 - - 423
Derivatives 11,01¢ - 11,01¢ -
Total Assets $ 214,06! $ 194,44¢ $ 11,01¢ $ 8,60(
Liabilities

Derivatives $ (318) $ - $ (318) $ -
Total Liabilities $ (318) $ - $ (318) $ =

The following table presents a reconciliation far assets measured and recorded at fair valug@cuaring basis, using significant
unobservable inputs (Level 3) for the twelve morghded December 31, 2010 (in thousands):

Fair Value
Measuremen
Using
Significant
Unobservabli
Inputs
(Level 3)
Short-term
investments
available for
sale
(unaudited
Beginning Balance at December 31, 2009 $ 8,60(
Total gains or (losses) (realized/unrealiz
Included in earnings -
Included in other comprehensive income -
Total losses (realized/unrealized)
Included in earnings -
Included in other comprehensive income -
Sales (8,600
Transfer in and/or out of Level 3 -
Ending Balance at December 31, 2010 $ -

The amount of total gains or (losses) for the genmeluded in earnings (or changes in net ass#t#)wtable to the change
unrealized gains or losses relating to assetshstidl at the reporting date -

%

Short-term investments available-femte are valued using a market approach (Levelaggdb on the quoted market prices of ider
instruments when available or other observabletsipuch as trading prices of identical instrumémtactive markets. Shoterm investmen
available-forsale consists of debt securities issued by stdtdsedJ.S. and political subdivisions of the U.&rporate debt securities and ¢
securities issued by U.S. government corporationd @agencies as well as debt securities issued f®igfo governments. All shoterr
investments available-for-sale have contractualunités of less than 24 months. There were notteansfers in or out of Level 1 during 2010.

Derivatives include foreign currency forward andiop contracts. Our foreign currency forward coatsaare valued using an inca
approach (Level 2) based on the spot rate lessdhtract rate multiplied by the notional amount.r @areign currency option contracts
valued using a market approach based on the quoéekiet prices which are derived from observableiigpncluding current and future s
rates, interest rate spreads as well as quotedetnarikes of identical instruments. There wereamt transfers in or out of Level 2 during 2C

The short-term investments available-&ale included in Level 3 at December 31, 2009, wepmrted at their fair market value
consisted of auction rate securities backed by &ttt loan revenue bonds. Auction rate securitiesvariable rate debt instruments wt
interest rates are typically reset approximatelgregw to 35 days. In November 2008, we accepted)B® Auction Rate Securities Rights (
“Rights”) agreement offered by UBS as a liquidity alternativéhe failed auction process for our auction sseurities. The Rights agreen
included a nontransferable right to sell our auctiate securities, at par value, back to UBS attemg during the period June 30, 2010, thrc
July 2, 2012. Under the terms of this Rights age®mUBS purchased back from us our auction ratarigges on June 14, 2010, and Jul
2010. We received the full par value of $8.6 millioom UBS in accordance with the terms of our Régigreement.

The estimated fair market value of the auction saeurities and the Rights agreement was determised) significant unobserval
inputs (Level 3). We considered many factors iredatning the fair market value of our auction rageurities as well as our correspont
Rights agreement at December 31, 2009, includiegfaist that the debt instruments underlying thetiancrate securities have redemp



features which call for redemption at 100% of palue, current credit curves for like securities aligtount factors to account for
illiquidity of the market for these securities.

We did not have any items that were measured matdfiie on a nonrecurring basis at December 310 208 December 31, 2009.
Note 4 — Derivative instruments and hedging activiés

We recognize all of our derivative instruments #bee assets or liabilities in our statement ofaficial position at fair value. T
accounting for changes in the fair value (i.e.ngair losses) of a derivative instrument dependwluether it has been designated and qua
as part of a hedging relationship and further,tentype of hedging relationship. For those denrainstruments that are designated and qt
as hedging instruments, we designate the hedgstgument, based upon the exposure being hedgedfairsvalue hedge, cash flow hedge,
hedge of a net investment in a foreign operation.

We haveoperations in over 40 countries. Sales outsiddhefAmericas as a percentage of consolidated saes 59% and 57% for t
years ended December 31, 2010 and 2009, respgctiyet activities expose us to a variety of mari@ts, including the effects of change
foreign currency exchange rates. These financidsrare monitored and managed by us as an intpgralof our overall risk managem
program.

We maintain a foreign currency risk managementegsathat uses derivative instruments (foreignency forward and purchased opr
contracts) to help protect our earnings and cashsflfrom fluctuations caused by the volatility iarency exchange rates. Movement
foreign currency exchange rates pose a risk taoparations and competitive position, since exchaage changes may affect our profitab
and cash flow, and the business or pricing strategi our non-U.S. based competitors.

The vast majority of our foreign sales are denomeitian the customersgocal currency. We purchase foreign currency fodvand optio
contracts as hedges of forecasted sales that amemileated in foreign currencies and as hedgesrefigo currency denominated receivak
These contracts are entered into to help proteginagthe risk that the eventual dollar-eesh inflows resulting from such sales or -
commitments will be adversely affected by change®xchange rates. We also purchase foreign curréoreyard contracts as hedges
forecasted expenses that are denominated in foceigencies. These contracts are entered intolphietect against the risk that the ever
dollar-neteash outflows resulting from foreign currency opieaiga and cost of revenue expenses will be adveraffiscted by changes
exchange rates.

We designate foreign currency forward and purchageihn contracts as cash flow hedges of forecagteenues or forecasted exper
In addition, we hedge our foreign currency denoneidabalance sheet exposures using foreign curréomyard contracts that are |
designated as hedging instruments. None of ouvatére instruments contain a credit-risk-relatedtogyent feature.

Cash flow hedges

To help protect against the reduction in value edusy a fluctuation in foreign currency exchangesaf forecasted foreign currency ¢
flows resulting from international sales over thextnone to two years, we have instituted a foreigmency cash flow hedging program.
hedge portions of our forecasted revenue and fetedaexpenses denominated in foreign currenciels fetward and purchased opt
contracts. For forward contracts, when the dolisgythens significantly against the foreign cucies, the change in the present value of fi
foreign currency cash flows may be offset by thargje in the fair value of the forward contractsigiested as hedges. For option contri
when the dollar strengthens significantly agaihst foreign currencies, the change in the preseoevaf future foreign currency cash flo
may be offset by the change in the fair value & tiption contracts net of the premium paid desephats hedges. Our foreign curre
purchased option contracts are purchased “at-theegicor “out-of-the-money”We purchase foreign currency forward and optiontremts fo
up to 100% of our forecasted exposures in selextedncies (primarily in Euro, Japanese yen, Brifisund sterling and Hungarian forint)
limit the duration of these contracts to 40 morthtess.

For derivative instruments that are designatedcuadify as a cash flow hedge, the effective portbthe gain or loss on the derivativi
reported as a component of accumulated other cdrapséve income (“OCI"and reclassified into earnings in the same linm i{aet sale:
operating expenses, or cost of sales) associatédthe forecasted transaction and in the same genigperiods during which the hedi
transaction affects earnings. Gains and lossekeoddrivative representing either hedge ineffeaiss or hedge components excluded fror
assessment of effectiveness are recognized inntugegnings or expenses during the current penoblaaie classified as a component pé*
foreign exchange gain (lossfledge effectiveness of foreign currency forwardd parchased option contracts designated as casthiolge
are measured by comparing the hedging instrumentisulative change in fair value from inception tatarity to the forecasted transaction’
terminal value.

We held forward contracts with a notional amoun$28.3 million dollar equivalent of Euro, $6.0 noh dollar equivalent of British pou
sterling, $18.4 million dollar equivalent of Japaee/en, and $33.4 million dollar equivalent of Hargn forint at December 31, 2010. Tt
contracts are for terms of up to 24 months. At Ddoer 31, 2009, we held forward contracts with @aamal amount of $28.6 million doll
equivalent of Euro, $4.0 million dollar equivalesftBritish pound sterling, $24.4 million dollar a@galent of Japanese yen, and $17.8 mi
dollar equivalent of Hungarian forint.

At December 31, 2009, we held purchased optionraots with a notional amount of $28.4 million dolémuivalent of Euro.
At December 31, 2010, we expect to reclassify $8illon of losses on derivative instruments fromcamulated other comprehens

income to net sales during the next twelve monthernthe hedged international sales occur, $262)0@@ins on derivative instruments fr
accumulated OCI to cost of sales when the cosalessare incurred and $120,000 of gains on devieatistruments from accumulated OC



operating expenses during the next twelve monthsnwhe hedged operating expenses occur. Expectedragnare based on derival
valuations at December 31, 2010. Actual results waay as a result of changes in the correspondinfgange rate subsequent to this date.

We did not record any gains or losses due to tafdativeness of our hedges during the year endsze@ber 31, 2010. During the y
ended December 31, 2009, hedges with a notionaliatrad $22.8 million were determined to be ineffeet As a result, we recorded a net
of $1.2 million related to these hedges as a compbof “net foreign exchange gain (loss)” durin@20

Other Derivatives

Other derivatives not designated as hedging ingtnisnconsist primarily of foreign currency forwardntracts that we use to hedge
foreign denominated net receivable or net payabhitipns to protect against the change in valusedwy a fluctuation in foreign curret
exchange rates. We typically hedge up to 90% ofautstanding foreign denominated net receivablesedrpayables and typically limit t
duration of these foreign currency forward conséotapproximately 90 days. The gain or loss ondéévatives as well as the offsetting ¢
or loss on the hedge item attributable to the hedigk is recognized in current earnings underditheitem “net foreign exchange gain (loss)”
As of December 31, 2010 and December 31, 2009, elek foreign currency forward contracts with a noibamount of $41.3 million al
$45.2 million, respectively.

The following table presents the fair value of dative instruments on our Consolidated Balance Shaed the effect of derivati
instruments on our Consolidated Statements of Ircom

Fair Values of Derivative Instruments (in thousgnds

Asset Derivatives

December 31, 201I December 31, 200!

Balance Sheet Locatic Fair Value Balance Sheet Locatic Fair Value

Derivatives designated as hedgin
instruments

Prepaid expenses and other Prepaid expenses and othe
Foreign exchange contra- ST forward: current asset $ 1,104 current assel $ 7,94
Foreign exchange contrac- LT forwards Other lon¢-term asset 49C Other lon¢-term asset 274

Prepaid expenses and other Prepaid expenses and othe
Foreign exchange contracts - ST optio current assets - current assets 1,821
Total derivatives designated ahedging
instruments $ 1,59/ $ 10,04
Derivatives not designated ahedging
instruments

Prepaid expenses and other Prepaid expenses and othe
Foreign exchange contractST forward: current assets $ 731 current assets $ 974
Total derivatives not designated a:
hedging instruments $ 731 $ 974
Total derivatives $ 2,32¢ $ 11,01¢

Liability Derivatives
December 31, 201 December 31, 200!
Balance Sheet Locatic Fair Value Balance Sheet Locatic Fair Value

Derivatives designated as hedgin
instruments

Accrued expenses and other Accrued expenses and othe
Foreign exchange contra«- ST forward: liabilities $ (2,677) liabilities $ -
Foreign exchange contractEF forwards  Other long-term liabilities - Other long-term liabilities -
Total derivatives designated ahedging
instruments $ (2,677) $ -

Derivatives not designated ahedging
instruments

Accrued expenses and othetr Accrued expenses and othe



Foreign exchange contractST forward:
Total derivatives not designated a:

hedging instruments

Total derivatives

The following table shows the effect of derivatimstruments on the Consolidated Statements of leclmmthe years ended December 31,

2010 and 2009, respectively (in thousands):

liabilities $
$ (1,056)
$ (3,739

1,056)

December 31, 201

liabilities

$ 31¢)
$ (316)
$ 31¢)

Gain or
(Loss)
Gain or Reclassified Gain or
(Loss) from (Loss)
Recognized i Accumulated Recognized i
OClon Location of Gain or (Loss OCl into Location of Gain or (Loss Income on
Derivative Reclassified from Income Recognized in Income on  Derivative
Derivatives in Cash Flow (Effective Accumulated OCI into (Effective Derivative (Ineffective (Ineffective
Hedging Relationshi Portion) Income (Effective Portior Portion) Portion) Portion)
Foreign exchange contrac- Net foreign exchange gair
forwards and option $ (5,05¢) Net sales $ 5,852 (loss) $ -
Foreign exchange contracts - Net foreign exchange gair
forwards and option (3,16¢€) Cost of sale: 2,457 (loss) -
Foreign exchange contrac- Net foreign exchange gair
forwards and options (1,66¢) Operating expenses 1,237 (loss) $ .
Total $ (9,899 $ 9,54¢ $ -
December 31, 200!
Gain or
(Loss)
Gain or Reclassified Gain or
(Loss) from (Loss)
Recognized i Accumulated Recognized i
OCl on Location of Gain or (Loss)  OCl into Location of Gain or (Loss) Income on
Derivative Reclassified from Income Recognized in Income on  Derivative
Derivatives in Cash Flo (Effective Accumulated OCI into (Effective Derivative (Ineffective (Ineffective
Hedging Relationshi Portion) Income (Effective Portior Portion) Portion) Portion)
Foreign exchange contracts - Net foreign exchange gair
forwards and option $ (6,309 Net sales $ 1,39¢ (loss) $ 1,13:
Foreign exchange contrac- Net foreign exchange gair
forwards and option 2,05t Cost of sale: (74) (loss) (412)
Foreign exchange contracts - Net foreign exchange gair
forwards and options 1,427 Operating expense 517 (loss) 81
Total $ (2,829 $ 1,84z $ 1,177
Amount of Amount of
Gain (Loss) Gain (Loss)
Derivatives not Designated as Hedg Recognizedi Recognized i
Instruments Location of Gain (Loss) Recognized in Inco Income Income
December December
31, 2010 31, 2009
Foreign exchange contracts - forwards Net foreign exchange gain/(loss) $ (1,57¢) $ (1,66¢)
Total $ (1,57¢) $ (1,669




Note 5 — Inventories

Inventories, net at December 31, 2010 and DeceBthe2009, consist of the following (in thousands):

December December
31, 31,
2010 2009
Raw materials $ 55,21¢ $ 42,12
Work-in-process 6,35¢ 2,04
Finished goods 56,18¢ 42,35:

$ 117,76¢ $ 86,51¢

Note 6 — Property and equipment

Property and equipment at December 31, 2010 andl, 20disist of the following (in thousands):

December December
31, 31,
2010 2009
Land $ 17,76C $ 17,07¢
Buildings 142,03 138,36
Furniture and equipment 175,43 154,55¢
$ 335,23t $ 310,00:
Accumulated depreciation (174,82¢) (156,73¢)
$ 160,41( $ 153,26!

Depreciation expense for the years ended DecemheP®L0, 2009 and 2008, was $21.0 million, $22.8ioni and $20.9 millior

respectively.

Note 7 — Intangibles

Intangibles at December 31, 2010 and 2009 werellas\k (in thousands) :

2010 2009
Gross Gross

Carrying Accumulated Net Carrying Carrying Accumulated Net Carrying

Amount Amortization Amount Amount Amortization Amount
Capitalized software development cc $ 40,48: $ (16,217 $ 24,26 $ 24,00 $ (5,530 $ 18,47
Acquired technolog 35,63¢ (25,01) 10,61° 28,02: (20,96 7,05¢
Patent 20,79( (6,312 14,47¢ 19,03: (5,377) 13,65¢
Other 14,05¢ (10,602) 3,457 12,57% (8,37 4,20¢

$ 11096« $ (58,149 $ 5281 $ 83,630 $  (40,24) $ 43,39

Software development costs capitalized during 2@009 and 2008 were $16.5 million, $13.3 milliord&9.5 million, respectively, a

related amortization was $10.7 million, $9.1 mifliand $10.3 million, respectively. Included in thesapitalized costs for the years er
December 31, 2010, 2009 and 2008, were costs detatestock based compensation of $719,000, $734¢0@D $451,000, respective
Amortization of capitalized software developmenstsas computed on an individual product basigHose products available for market ar
recognized based on the product’s estimated ecanlifiei generally three years. Patents are amattimeng the straightne method over the
estimated period of benefit, generally ten to sexemyears.

Total intangible assets amortization expenses §&7e9 million, $16.5 million and $16.2 million ftle years ended December 31, 2

2009 and 2008, respectively.

Capitalized software development costs, acquiretinelogy, patents and other have weighdedrage useful lives of 2.2 years,

years, 5.1 years, and 1.6 years, respectivelyf Becember 31, 2010. The estimated future amoitizagxpense related to intangible asse
of December 31, 2010 is as follows:

2011
2012
2013
2014

Amount
(in
thousands)
$ 23,01«
15,44¢
8,25¢
2,74¢



2015 1,46¢
Thereafter 1,89(

$ 528K

Acquired core technology and intangible assetsaarertized over their useful lives, which range frimee to eight years. For the ye
ended December 31, 2010, 2009 and 2008, amortizatipense for acquired core technology and inté@gibsets was approximately
million, $3.9 million and $4.2 million, respectiyglof which approximately $3.5 million, $3.4 milkicand $3.6 million was recorded in cos
sales, respectively, and approximately $401,0003F®0 and $580,000 was recorded in operating egsemespectively.

The following summarizes estimated future amoritimaexpense for acquired core technology and inbkdegssets as of December
2010.

Operating
Fiscal Year Cost of Sale: Expenses Total
2011 $ 333 % 32¢ $ 3,661
2012 2,37¢ 27¢ 2,651
2013 1,33¢ 141 1,48(
2014 1,221 13 1,23¢
Thereafter 36¢ - 36¢
Total $ 8,64: $ 75 % 9,39t
Note 8 — Gooduwiill
The carrying amount of goodwill for 2009 and 201 as follows:
Amount
(in
thousands)

Balance as of December 31, 2008 $ 64,56
Acquisitions/purchase accounting adjustments —
Divestitures —
Foreign currency translation impact 21¢
Balance as of December 31, 2009 $ 64,77¢
Acquisitions/purchase accounting adjustments 6,061
Divestitures -
Foreign currency translation impact 562)
Balance as of December 31, 2010 $ 70,27¢

The excess purchase price over the fair value sdtasacquired is recorded as goodwill. As we hawe aperating segment, we alloc
goodwill to one reporting unit for goodwill impailemt testing. Goodwill is tested for impairment anaanual basis, and between annual te
indicators of potential impairment exist, usingaérfvaluebased approach based on the market capitalizatidreaeporting unit. Our annt
impairment test was performed as of February 26028lo impairment of goodwill has been identifiadiidg the period presented. Goodwi
deductible for tax purposes in certain jurisdicion

Note 9 — Income taxes
The components of income before income taxes af@las/s (in thousands):

Years Ended December 31

2010 2009 2008
Domestic $ 31,80 $ 34,95: $ 15,92
Foreign 96,31: 15,29: 82,21¢

$ 128,11: $ 50,24¢ $ 98,131

The provision for income taxes charged to operatieras follows (in thousands):

Years Ended December 31

2010 2009 2008
Current tax expens
U.S. federal $ 14,608 $ 3,117 $ 14,63
State 77¢ 13¢ 1,391
Foreign 3,75z 13,76( 18,91(
Total current 19,13¢ 17,01 34,93:

Deferred tax expense (benef
U.S. federal 1,54¢ 9,92( (11,009



State
Foreign
Total deferred
Change in valuation allowance
Total provision

Deferred tax liabilities (assets) at December 31,Rand 2009 as follows (in thousands):

Capitalized software
Depreciation and amortization
Unrealized exchange gain
Undistributed earnings of foreig
subsidiaries

Gross deferred tax liabilities

Operating loss carryforwards
Intangible assets
Vacation and other accruals
Inventory valuation and warran
provisions
Doubtful accounts and sales provisions
Unrealized exchange loss
Deferred revenue
Accrued rent expenses
Accrued legal expenses
Unrealized loss on derivative instruments
10% minority stock investment
Stoclk-based compensation
Research and development tax credit
carryforward
Foreign tax credit carryforward
Other

Gross deferred tax assets
Valuation allowance

Net deferred tax liability (asset)

A reconciliation of income taxes at the U.S. fetlstatutory income tax rate to the effective tabe f@llows:

U.S. federal statutory tax

rate

Foreign taxes (less) than federal statutory
rate

Change in valuatio

allowance

Research and development

credit

Enhanced deduction for certain research and dewednp
expenses

Tax exempt interest

State income taxes, net of federal tax
benefit

Employee share-based

compensation

Intercompany profit

Other

Effective tax rate

(39 387 (379
(1,64¢€) (2,869) (1,570
(140) 7,44 (12,95))
- 8,70 (8,677
18,99¢ $ 33,16( $ 13,31(
December 31
2010 2009
$ 8,02¢ $ 5,97¢
12,46¢ 10,577
68 —
9,53( 9,27¢
30,09t 25,83
(60,085 (57,427
(32,467) (44,159
(5,010 (3,700
(7,21)) (6,707)
(1,000 (1,08¢)
- (917)
(1,487 (853)
(84) (117)
- (710
(474) (242)
(899 (900)
(4,577 (4,487
(2,212 (2,059
(989) a,775)
(622) (657)
(117,10)) (125,777)
90,60: 99,86
$ 3,59C $ (78)
Years Ended December 31
2010 2009 2008
35% 35% 35%
9) (6) 9)
- 17 9)
©) 4 (2
(10) - -
- - (1)
1 1 1
- 7 2
1 15 5)
- 1 2
15% 66% 14%

As of December 31, 2010, we have federal tax cietityforwards of $3.2 million which can be carrigack one year. As of Decem
31, 2010, 8 of our subsidiaries have available, ifmmome tax purposes, foreign net operating lossyftawards of an aggregate
approximately $312 million, of which $9 million exe during the years 20142017 and $303 million of which may be carried ford
indefinitely. Our tax valuation allowance relatesnarily to our ability to realize certain of thefareign net operating loss carryforwards

benefits of tax deductible goodwill in excess obkbgoodwill.



In 2003, we restructured the organization of ounufacturing operation in Hungary. The tax deduetigbodwill in excess of bo
goodwill created by this restructuring resultecoir being required to record a gross deferred s@metaof $91.0 million. Because we did
expect to have sufficient taxable income in thevaht jurisdiction in future periods to realize thenefit of this deferred tax asset, a
valuation allowance was established. Followingapproval of the merger of our Hungarian manufantuaperation with its Hungarian par
company in December 2007, we released $9.7 milk&7 million and $18.3 million in 2009, 2008 and0Z, respectively, of the valuati
allowance previously established for the excessl&uctible goodwill to reflect the tax benefit expected to realize in future periods.

Effective January 1, 2010, a new tax law in Hungairgvided for an enhanced deduction for the qualifiesearch and developmr
expenses of NI Hungary Software and Hardware Manufang Kft. (“NI Hungary”). During the three months ended December 31, 200
obtained confirmation of the application of thisasntax law for the qualified research and developmepenses of NI Hungary. Based on
application of this new tax law to the qualifiedearch and development expense of NI Hungary, wenger expect to have sufficient fut
taxable income in Hungary to realize the benefitthese tax assets. As such, we recorded an in¢axneharge of $21.6 million during t
three months ended December 31, 2009, $18.4 mitfiavhich was related to a valuation allowance lun previously recognized assets cre
by the restructuring and $3.2 million of which watated to tax benefits from other assets that vilena longer be able to realize as a resu
this change. We do not expect to realize the taefieof the remaining assets created by the restring and therefore we have a full valua
allowance of $90.3 million against those asseBeatember 31, 2010.

We have not provided for U.S. federal income ancki§m withholding taxes on approximately $364.0 lionl of certain norld.S
subsidiariesundistributed earnings as of December 31, 2010sd learnings would become subject to taxes of appedgly $118.9 million,
they were actually or deemed to be remitted tgtiment company as dividends or if we should sallstock in these subsidiaries. We inten
permanently reinvest the undistributed earnings.

We account for uncertainty in income taxes recagghin our financial statements using prescribedggition thresholds and measuren
attributes for financial statement disclosure of positions taken or expected to be taken on oxirrédurns. We recognized no mate
adjustment to the liability for unrecognized incomas benefits. A reconciliation of the beginningdaending amount of unrecognized
benefit is as follows (in thousands):

2010 2009

Balance at beginning of period $ 11,06: $ 9,36¢
Additions based on tax positions related to the regy

year 7,00( 2,06(
Additions for tax positions of prior years 44C 1,272
Reductions as a result of settlement with ta

authorities (1,147 -
Reductions as a result of the lapse of the appécstatute of limitation (2,40¢) (1,634
Balance at end of period $ 14,95: $ 11,06:

All of our unrecognized tax benefits at December 3110 would affect our effective income tax réteecognized. As of December
2010, it is deemed reasonably possible that thepaosmwill recognize tax benefits in the amount 8f13million in the next twelve months ¢
to the closing of open tax years. The nature ofuheertainty relates to deductions taken on rettinas have not been examined by
applicable tax authority.

We recognize interest and penalties related tonrectax matters in income tax expense. During tlesyended December 31, 2010
2009, we recognized interest expense related tertain tax positions of approximately $440,000 506,000, respectively. The tax ye
2003 through 2010 remain open to examination byrhgr taxing jurisdictions in which we file incontex returns.

Note 10 — Stockholders’ equity and stock-based corepsation
Stock option plans

Our stockholders approved the 1994 Incentive S@pkon Plan (the “1994 Plan®n May 9, 1994. At the time of approval, 9,112,
shares of our common stock were reserved for igguander this plan. In 1997, an additional 7,087,5Bares of our common stock w
reserved for issuance under this plan, and aniaddit750,000 shares were reserved for issuanceruhis plan in 2004. The 1994 P
terminated in May 2005, except with respect to taumtding awards previously granted thereunder.

Awards under the plan were either incentive stqufioms within the meaning of Section 422 of theetnal Revenue Code or nonquali
options. The right to purchase shares vests ovareato tenyear period, beginning on the date of grant. Vegstii ten year awards m
accelerate based on the Company’s previous yearnings and revenue growth but shares canneleaate to vest over a period of less-
five years. Stock options must be exercised witeim years from date of grant. Stock options wesadd with an exercise price which
equal to the market price of our common stock atgrant date. We estimate potential forfeituresto€k grants and adjust compensation
recorded accordingly. The estimate of forfeiture e adjusted over the requisite service perimdhe extent that actual forfeitures differ
are expected to differ, from such estimates. Chairgestimated forfeitures will be recognized ttglw cumulative catchp adjustment in tt
period of change and will also impact the amounstotk compensation expense to be recognized imefyieriods. During the year en
December 31, 2010, we did not make any changesciouating principles or methods of estimates.

Transactions under all stock option plans are surzeras follows:

Number of Weighted



shares
under option

average
exerciseprice

Outstanding at December 31, 2007 5,294,64. $ 24.4;
Exercised (925,74) $ 17.3(
Canceled (96,33) $ 26.9¢
Granted - -

Outstanding at December 31, 2008 427256 $ 25.9i
Exercised (379,63() $ 15.4(
Canceled (181,43) $ 26.8(
Granted - -

Outstanding at December 31, 2009 3,711,50: $ 26.9¢
Exercised (1,527,83) $ 26.3:¢
Canceled (627,36() $ 31.3¢
Granted - -

Outstanding at December 31, 2010 1,556,29" $ 25.7:

Options exercisable at December
2008 3,812,33. % 26.0(
2009 3,493,57. $ 26.9¢
2010 1,425,92. $ 25.61

The aggregate intrinsic value of stock optionsxatrese, represented in the table above, was $alion, $2.3 million and $11.0 millic
for the years ended December 31, 2010, 2009 anf, 266pectively. Total unrecognized stock-basedpmarsation expense related to non-
vested stock options was approximately $1.4 millasnof December 31, 2010, related to approximai&,000 shares with a per st
weighted average fair value of $17.69. We anti@his expense to be recognized over a weightechgegeriod of approximately 2.3 years.

Outstanding and Exercisable by Price Range as of Bember 31, 201(

Options Outstanding Options Exercisable

Weighted average

Range of Exercis Number outstandir remaining Weighted averag Number exercisabl Weighted averag
prices as of 12/31/201 contractual life exercise prict as of 12/31/201i exercise prict
$16.08- $21.04 531,703 112 $20.50 502,199 $20.51
$21.25- $29.54 372,898 2.66 $25.78 358,077 $25.89
$29.85- $33.92 651,698 3.21 $29.94 565,648 $29.96
$16.08 — $33.92 1,556,29¢ 2.36 $25.72 1,425,924 $25.61

The weighted average remaining contractual lif@mions exercisable as of December 31, 2010 wa&s y&ars. The aggregate intrir
value of options outstanding as of December 310204s $18.6 million. The aggregate intrinsic vatiieoptions currently exercisable as
December 31, 2010 was $17.2 million. No optionseagnanted in the years ended December 31, 201@, 29 2008 as our incentive opl
plan terminated in May 2005.

Restricted stock plan

Our stockholders approved our 2005 Incentive Pthae (2005 Plan”on May 10, 2005. At the time of approval, 2,700,@b@res of ot
common stock were reserved for issuance undeplhig as well as the number of shares which had teserved but not issued under the :
Plan (our incentive stock option plan which ternéthin May 2005), and any shares that returnetied 94 Plan aa result of termination
options or repurchase of shares issued under danhThe 2005 Plan, administered by the Compens&mmmittee of the Board of Directc
provided for granting of incentive awards in thenfioof restricted stock and restricted stock uriBSUs”) to directors, executive officers
employees of the Company and its subsidiaries. Asvaest over a three, five or tgear period, beginning on the date of grant. Vestifhter
year awards may accelerate based on the Cor’s previous yeas earnings and growth but ten year awards canmeierate to vest ovel
period of less than five years. The 2005 Plan teateid on May 11, 2010, except with respect to antihg awards previously gran
thereunder. There were 2,241,536 share of comnuomk shat were reserved but not issued under ti®d Pdan and the 2005 Plan as of |
11, 2010.

Our stockholders approved our 2010 Incentive Plaa (2010 Plan™on May 11, 2010. At the time of approval, 2,000,80@res of ol
common stock were reserved for issuance underpthis, as well as the 2,241,536 share of commork dtwat were reserved but not iss
under the 1994 Plan and the 2005 Plan as of MaRQ10), and any shares that are returned to the B#8¥and the 2005 Plan as a rest
forfeiture or termination of options or RSUs or ueghase of shares issued under these plans. Ti@eF28d, administered by the Compense
Committee of the Board of Directors, provides faarging of incentive awards in the form of resgitistock and RSUs to employees, dire:
and consultants of the Company and employees amsuttants of any parent or subsidiary of the Comp@wards vest over a three, five
ten-year period, beginning on the date of granstivig of ten year awards may accelerate basedeo@dmpany’s previous yearéarnings ar
growth but ten year awards cannot accelerate tboxes a period of less than five years. There wet&9,191 shares available for grant u
the 2010 Plan at December 31, 2010.

We estimate potential forfeitures of RSUs and adjosnpensation cost recorded accordingly. The esérof forfeitures will be adjust



over the requisite service period to the extent #wual forfeitures differ, or are expected tofetif from such estimates. Change
estimated forfeitures will be recognized througbuanulative catchup adjustment in the period of change and will alspact the amount
stock compensation expense to be recognized imefygariods. During the year ended December 31, ,20&0did not make any change:
accounting principles or methods of estimates edlab the 2010 Plan.

Transactions under our Restricted Stock Plansuamrmrized as follows:

RSUs

Weighted

Number of Average

RSUs Grant Price
Balance at December 31, 2007 1,841,63 $ 26.8¢
Granted 763,18. $ 28.5]
Earned (320,25) $ 29.4:
Canceled (119,33) $ 28.1¢
Balance at December 31, 2008 2,165,22i $ 26.9¢
Granted 604,08 $ 21.8(
Earned (407,150 $ 22.0¢
Canceled (57,727) $ 27.8¢
Balance at December 31, 2009 2,304,43. % 26.4¢
Granted 196,02( $ 33.9(
Earned (453,459) $ 34.5i
Canceled (49,464 $ 27.7(
Balance at December 31, 2010 1,997,53 $ 26.9¢

Total unrecognized stock-based compensation expefeted to non-vested RSUs was approximately $&@lion as of December 31,
2010, related to 1,997,531 shares with a per shaighted average fair value of $26.95. We anti@his expense to be recognized over a
weighted average period of approximately 6.6 years.

Employee stock purchase plan

Our employee stock purchase plan permits subshignéith domestic employees and employees of desgghaubsidiaries to acquire
common stock at a purchase price of 85% of the lafehe market price at the beginning or the efithe purchase period. The plan
guarterly purchase periods beginning on Februaidy 2, August 1 and November 1 of each year. Eygele may designate up to 15%
their compensation for the purchase of common stozler this plan. We had 1,080,561 shares of constumrk reserved for future emplo
purchases under this plan at December 31, 2010s%ed 674,510 shares under this plan in the yeedeDecember 31, 2010. The weig|
average fair value of the employees’ purchase siglas $25.37 per share and was estimated usir8jdlok-Scholes model with the followii
assumptions:

2010 2009 2008
Dividend expense yield 0.4% 0.5% 0.3%
Expected life 3 months 3 months 3 months
Expected volatility 25% 45% 26%
Risk-free interest rate 0.1% 0.8% 3.8%

During the year ended December 31, 2010, we didwmakte any changes in accounting principles or nusthad estimates related to
employee stock purchase plan.

Weighted average, grant date fair value of purchigbes granted under the Employee Stock Purchksed?e as follows:

Weighted

Number average

of shares fair value
2008 679,98 $ 5.8¢
2009 838,53t $ 5.7¢
2010 674,51( $ 6.52

Stock-based compensation included in total costtifs and operating expenses for the years enceshiber 31, 2010, 2009 and 2008 are
summarized as follows (in thousands):

2010 2009 2008
Stock-based compensatiot
Total cost of sales $ 1,348 $ 1,28 $ 1,06:
Sales and marketing 7,911 8,774 8,47¢
Research and development 6,90: 7,23¢ 7,121
General and administrative 2,63¢ 3,00¢ 3,08¢

Total $ 18,79¢ $ 20,29¢ $ 19,74




Authorized Preferred Stock and Preferred Stock Rase Rights Plan

We have 5,000,000 authorized shares of prefermek.sOn January 21, 2004, our Board of Directosigieated 750,000 of these shi
as Series A Participating Preferred Stock in coction with its adoption of a Preferred Stock Rightgreement (the “Rights Agreemengic
declaration of a dividend of one preferred shamelpase right (a “Right”Jor each share of common stock outstanding helaf &ay 10, 200
or issued thereafter. Each Right will entitle itdder to purchase one one-thousandth of a shaatidnal InstrumentsSeries A Participatir
Preferred Stock at an exercise price of $200, stiltfe adjustment, under certain circumstances. Rights Agreement was not adopte!
response to any effort to acquire control of Naldnstruments.

The Rights only become exercisable in certain Bohitircumstances following the tenth day after as@e or group announc
acquisitions of or tender offers for 20% or moreof common stock. In addition, if an acquirer {sgbto certain exclusions for certain curi
stockholders of National Instruments, an “AcquirPgrson”)obtains 20% or more of our common stock, then €tight (other than the Rigt
owned by an Acquiring Person or its affiliates)lweihtitle the holder to purchase, for the exergsee, shares of our common stock havil
value equal to two times the exercise price. Urgdgtain circumstances, our Board of Directors megeem the Rights, in whole, but no
part, at a purchase price of $0.01 per Right. TightR have no voting privileges and are attachemhtb automatically traded with our comn
stock until the occurrence of specified triggerrgge The Rights will expire on the earlier of May, 2014 or the exchange or redemption o
Rights.

There were not any shares of preferred stock isanddutstanding at December 31, 2010 and 2009.
Stock repurchases and retirements

Since 1998, our Board of Directors approved andnweéntained various stock repurchase programs. Botdo these plans we t
purchased and retired a total of 7,354,966 shareagproximately $184.9 million from 1998 througted@mber 31, 2007. During 2008,
purchased an additional 4,110,042 shares for appetgly $103.6 million, during 2009, we repurchasedadditional 1,443,441 shares
approximately $34.6 million and during 2010, weghased an additional 1,392,732 shares for appra&iynd41.9 million.On April 21, 201
our Board of Directors approved a new share re@selprogram that increased the aggregate numtstraoés of common stock that we
authorized to repurchase from 674,098 to 3.0 mmllié&\t December 31, 2010, there were 2,621,497 shar@$ahble for repurchase under
program approved in April 2010. O ur share repusehalan does not have an expiration date.

Note 11 — Employee retirement plan

We have a defined contribution retirement plan pant to Section 401(k) of the Internal Revenue C&lgébstantially all domes
employees with at least 30 days of continuous seraie eligible to participate and may contribyigai15% of their compensation. The Bc
of Directors has elected to make matching contidgimgtequal to 50% of employee contributions, whitdy be applied to a maximum of 6%
each participans compensation. Employees are eligible for matchomgributions after one year of continuous servi@empany contributior
vest immediately. Our policy prohibits participarfitdom direct investment in shares of our commonclstavithin the plan. Compal
contributions charged to expense were $4.4 millgh9 million and $3.7 million in 2010, 2009 and)80respectively.

Note 12 — Segment information

We determine operating segments using the manageapproach. The management approach designatestéineal organization that
used by management for making operating decisioms assessing performance as the source of ourtogeigegments. It also requi
disclosures about products and services, geograpb&s and major customers.

We have defined our operating segment based orrgug regions. We sell our products in three geplic regions. Our sales to th
regions share similar economic characteristicsilaimproduct mix, similar customers, and similastdbution methods. Accordingly, we hs
elected to aggregate these three geographic regitima single operating segment. Revenue fronséhe of our products which are simila
nature and software maintenance are reflectedasntet sales in our Consolidated Statements afrirec

Total net sales, operating income, interest incametlonghlived assets, classified by the major geograpteasin which we operate, are
follows (in thousands):

Years Ended December 31

2010 2009 2008

Net sales:
Americas:

Unaffiliated customer sale $ 359,89 $ 292,99¢ $ 355,87¢
Europe:

Unaffiliated customer sale 261,11¢ 210,18t 267,37
Asia Pacific:

Unaffiliated customer sales 252,20° 173,40° 197,28t

$ 873,22( $ 676,59: $ 820,53

Years Ended December 31
2010 2009 2008




Operating income:

Americas $ 71,33¢ % 46,81¢ $ 71,46’
Europe 131,69: 87,25( 105,74¢
Asia Pacific 83,43: 45,43¢ 61,64:
Unallocated:

Research and developmt

expenses (158,149 (132,979 (143,14()

$ 128,311 $ 46,53 $ 95,711

Years Ended December 31

2010 2009 2008
Interest income:
Americas $ 58¢ $ 80z $ 2,60:
Europe 69¢ 727 3,291
Asia Pacific 104 99 10z
$ 1,391 $ 1,62¢ $ 5,99¢

December 31

2010 2009
Long-lived assets:
Americas $ 103,03: $ 100,48
Europe 40,08: 36,55¢
Asia Pacific 17,29: 16,22:

$ 160,41( $ 153,26

Total sales outside the U.S. for 2010, 2009 and@20&e $543.7 million, $412.7 million and $499.3lion, respectively.
Note 13— Commitments, contingencies and leases
We have commitments under noancelable operating leases primarily for officeilfees throughout the world. Certain leases regjui

to pay property taxes, insurance and routine maamtee, and include escalation clauses. Future mmihease payments as of Decembe
2010, for each of the next five years are as fadlgww thousands):

2011 $ 14,53(
2012 10,72¢
2013 7,75
2014 6,47:
2015 5,47¢
Thereafter 11,16¢

$ 56,13

Rent expense under operating leases was approkn$die.5 million, $12.3 million and $11.7 milliorof the years ended December
2010, 2009 and 2008, respectively.

As of December 31, 2010, we have rmamcelable purchase commitments with various sepgpbf customized inventory and invent
components totaling approximately $7.6 million otfeg next twelve months.

As of December 31, 2010, we have outstanding gteearfor payment of customs, foreign grants andntiatl customer claims totali
approximately $5.3 million, generally over the naxelve months.

Note 14 — Litigation

We filed a patent infringement action on January 2801, in the U.S. District Court, Eastern Didtrid Texas (Marshall Divisiol
claiming that The MathWorks, Inc. (“MathWorksihfringed certain of our U.S. patents. On Janudy 203, a jury found infringement
MathWorks of three of the patents involved and aedrus specified damages. On September 23, 2003Digtrict Court entered fin
judgment in favor of us and entered an injunctigaiast MathWork’ sale of its Simulink and related products and stayes injunctiol
pending appeal. Upon appeal, the judgment andifbadtion were affirmed by the U.S. Court of Appefdr the Federal Circuit (Septembe
2004). Subsequently the stay of injunction wasgdifby the District Court. In November 2004, thafijudgment amount of $7.4 million whi
had been held in escrow pending appeal was rel¢ased

An action was filed by MathWorks against us on Sefter 22, 2004, in the U.S. District Court, Easterstrict of Texas (Marshe
Division), claiming that on that day MathWorks hadeased modified versions of its Simulink and tedaproducts, and seeking a declare
judgment that the modified products do not infrinlge three patents adjudged infringed in the Qis@ourt's decision of September 23, 2
(and affirmed by the Court of Appeals on Septen$)e2004). On November 2, 2004, MathWorks servedctiraplaint on us. We filed .
answer to MathWorks’ declaratory judgment complagenying MathWorks’ claims of noimfringement and alleging our own affirmat
defenses. On January 5, 2005, the Court deniedtaropt motion by us to enjoin the modified Simulproducts under the injunction in eff



from the first case. On January 7, 2005, we ameraedanswer to include counterclaims that MathWorkedified products a
infringing three of our patents, and requested ecified damages and an injunction. MathWorks filedreply to our counterclaims
February 7, 2005, denying the counterclaims arehalf affirmative defenses. On March 2, 2005, Vedfia notice of appeal regarding
Court's denial of the contempt motion. On March2()5, the Court stayed MathWorldgclaratory judgment action, pending a decisiotha
appeal by the Court of Appeals for the Federal @ir©n February 9, 2006, the Court of Appealstfa Federal Circuit affirmed the Distl
Court's January 2005 order. On November 22, 2006, thei@i€ourt lifted the stay. During the fourth gterof 2004, we accrued $4 milli
related to our probable loss from this contingemdyich consisted entirely of anticipated patenedst costs that at the time, were estimat
be probable. In the fourth quarter of 2006, weraed an additional $600,000 related to this comtimay.During the third quarter of 2009,
reduced the accrual by $2 million and during th&t fjuarter of 2010, we reduced the accrual bydalitianal $1,037,000 to reflect a decreas
the estimated costs that were probable of beingriad in this action. On December 13, 2010, thetadismissed this case upon a joint mo
of the parties. As a result, we reduced the acdsyaln additional $925,000 during the fourth quadfe2010 and the accrual is now zero.
date, we have charged a cumulative total of $63Br6&ted to this action.

Note 15 — Acquisitions

On December 31, 2010, we acquired all of the onthitey shares of a privatelyeld company for $2.3 million in net cash with
additional $500,000 in net cash to be paid out dwemext three years. The purchase price foratdgiisition included net working capital
$187,000, amortizable intangible assets of $1.8ianjl and goodwill of $1.1 million. Our consoligat financial statements include
operating results of the acquired company fromdide of acquisition.

On February 1, 2010, we acquired all of the outlitejshares of a privatelyeld company for $2.2 million in net cash, $3.0liwrl in
shares of our common stock with the remainder tpdid in cash over the next four years. The purhmie allocation for this acquisiti
included net working capital of $1.1 million, ameéble intangible assets of $5.0 million, and goiidef $5.0 million . Our consolidate
financial statements include the operating resafitte acquired company from the date of acquisitio

On February 1, 2008, we acquired all of the outiitam shares of microLEX Systems ApS, (“microLEX)premier provider of virtu
instrumentation-based video, audio and misaghal test solutions. This acquisition was accedrior as a business combination. The purc
price of the acquisition, which included legal aaccounting fees, was $17.8 million in cash. Thecaltion of the purchase price \
determined using the fair value of assets andlii@si acquired as of February 1, 2008. We fundwel purchase price from existing ¢
balances. Our consolidated financial statementsidiecthe operating results from the date of actioisi Proforma results or operations hi
not been presented because the effects of thosatioms were not material. The following table suanires the allocation of the purchase
of microLEX (in thousands):

Goodwill $ 10,81¢
Acquired core technology 5,201
Non-competition agreements 15¢
Trademarks 11¢
Customer relationships 354
Current assets acquired 3,057
Long-term assets acquired 20
Current liabilities assumed (48¢€)
Deferred tax liabilities (1,459
Total assets acquired $ 17,78

Goodwill is not deductible for tax purposes. Exigtitechnology, nowompetition agreements, trademarks, and custonfeioreship:
have useful lives of 5 years, 3 years, 3 years,Jgdars, respectively, from the date of acquisitibhese assets are not deductible fo
purposes.

Note 16 — Subsequent events
We have evaluated subsequent events through tedhdafinancial statements were issued.

On January 21, 2011, our Board of Directors dedlarguarterly cash dividend of $0.15 per commoneshzayable February 21, 20
to shareholders of record on February 4, 2011.

On January 21, 2011, our Board of Directors dedlar& for 2 stock split to be effected as a stdelddnd, payable February 21, 20
to shareholders of record on February 4, 2011sidire and per-share data in this Form 10-K is ptedeprior to this split.

On January 21, 2011, our Board of Directors apptd,600,000 additional shares of our common stockssuance under our Emplo
Stock Purchase Plan. This proposal will be preskfaeapproval to our stockholders during our staiiler's meeting to be held on May
2011.



SUBSIDIARIES OF NATIONAL INSTRUMENTS CORPORATION
Unless noted, all subsidiaries are formed undetl lieev.

DASYTEC USA, Incorporated, a New Hampshire corpiorat
Enterprise International Holding B.V., Netherlands
Hyperception, Inc., a Texas corporation

Measurement Computing Corporation, a Delaware catjum
National Instruments Armenia Corporati— a Texas corporation
National Instruments Asia Minor Olciim Cihau Ticaret LimitedSirketi, Turkey
National Instruments Asia Pacific Pte. Ltd., Sinoweg

National Instruments Australia Corporation, a Tesaporatior
National Instruments Belgium N.)

National Instruments Brazil Ltd

National Instruments Canada (

National Instruments China Corporation, a Texapaxation
National Instruments (Czech Republic) s.

National Instruments Corporation (UK) Limited, UsdtKingdom
National Instruments Costa Rica Lt

National Instruments de Mexico, S.A. de C

National Instruments de Mexico Servicios, S.A. d¥.(

National Instruments Engineering A

National Instruments Engineering GmbH, Germ

National Instruments Engineering GmbH & Co. KG, @any
National Instruments Europe Corporation, a Texapamation
National Instruments Finland C

National Instruments France Corporation, a Texagaration
National Instruments Germany Gml

National Instruments Gesellschaft m.b.H., Aus

National Instruments Hong Kong Limits

National Instruments Hungary Trading K

National Instruments Ireland Resources Lim|

National Instruments Instrumentacija, avtomatizauijupravljanje procesov d.o.o., Slover
National Instruments Israel Lt

National Instruments Italy s.r

National Instruments Japan Kabushiki Kai:

National Instruments (Korea) Corporati

National Instruments Lebanon Corporation, a Texaparation
National Instruments Netherlands B.

National Instruments New Zealand Limit

National Instruments Poland Sp.Zc

National Instruments Portugal Unipessoal L

National Instruments Romania s.

National Instruments Russia Corporation, a Texagaration
National Instruments Scandinavia Corporation, aaBecorporatiol
National Instruments Singapore (PTE) L

National Instruments Spain, S.

National Instruments Sweden A.

National Instruments Switzerland Corporation, ad%gorporatiol
National Instruments Taiwan Corporation, a Texapo@tion
National Instruments Thailand Lt

NI Hungary Software and Hardware Manufacturing

NI Malaysia Sdn. Bhc

NI Solutions (Proprietary) Limited, South Afrir

NI Systems (India) Private Limited, Inc

Quality Instrumentation Solutions, Inc., a Texagooation
Shanghai NI Instruments LTD, People’s Republic bina
Virtual Instruments SDN BHD, Malaysia

Washington Holding and Finance B.V., Netherlands

EXHIBIT 21.1



EXHIBIT 23.1

Consent of Independent Registered Public Accountingirm

We consent to the incorporation by reference inRbgistration Statements (Form S-8 Nos. 333-145383;127751, 333-118034, 33367!
and 333166791) of National Instruments Corporation of seports dated February 18, 2011, with respect & dbnsolidated financi
statements of National Instruments Corporation, Hrel effectiveness of internal control over finahaieporting of National Instrumel
Corporation, included in this Annual Report (Forfiri) for the year ended December 31, 2010.

February 18, 201 By: /s/ Ernst & Young LLP

Austin, Texas



EXHIBIT 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 302 OF THE SARBANESOXLEY ACT OF 2002

[, James J. Truchard, certify that:
1. | have reviewed this report on Form-K of National Instrumnts Corporatior

2. Based on my knowledge, this report does notadomany untrue statement of a material fact ortdmstate a material fact necessary to
make the statements made, in light of the circunt&ts.under which such statements were made, ntgadisg with respect to the
period covered by this repo

3. Based on my knowledge, the financial statememis other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amndtf@ periods presented in this rep

4. The registrant's other certifying officer(s) anaré responsible for establishing and maintainisgldsure controls and procedures
defined in Exchange Act Rules 13a-15(e) and 15&)}%nd internal control over financial reportirag @efined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav

a) Designed such disclosure controls and proesd or caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made
known to us by others within those entities, paftidy during the period in which this report isifige prepared

b) Designed such internal control over finahm@aorting, or caused such internal control ovearicial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atarece with generally accepted accounting princjj

C) Evaluated the effectiveness of the regissatisclosure controls and procedures and predémthis report our conclusions
about the effectiveness of the disclosure conantsprocedures, as of the end of the period covgrehis report based on
such evaluation; an

d) Disclosed in this report any change in the regi’s internal control over financial reporting thatooed during the
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an aimeaport) that has materially
affected, or is reasonably likely to materiallyeaft, the registra’s internal control over financial reporting; &

5. The registrant's other certifying officer(s) anlblve disclosed, based on our most recent evaluatiorernal control over financii
reporting, to the registrant's auditors and thataumnmittee of the registrant's board of direct@spersons performing the equivalent
functions):

a) All significant deficiencies and materialak@esses in the design or operation of internairobaver financial reporting
which are reasonably likely to adversely affectrbgistrant's ability to record, process, summagize report financial
information; anc

b) Any fraud, whether or not material, thatolhwes management or other employees who have #isén role in the
registrant's internal control over financial rejoagt

Date: February 18, 201 By: /s/ James J. Truchard

James J. Truchai
Chief Executive Office




EXHIBIT 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 302 OF THE SARBANESOXLEY ACT OF 2002

[, Alex M. Davern, certify that:

1. | have reviewed this report on Form-K of National Instruments Corporatiol

2. Based on my knowledge, this report does not cortaynuntrue statement of a material fact or omdit&de a material fact necessan
make the statements made, in light of the circunt&ts.under which such statements were made, ntgagisg with respect to the
period covered by this repo

3. Based on my knowledge, the financial statement$ atimer financial information included in this repdairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

4, The registrant's other certifying officer(s) anaré responsible for establishing and maintainirsgldsure controls and procedures
defined in Exchange Act Rules 13a-15(e) and 15&)}%nd internal control over financial reportirag @efined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and ha

a) Designed such disclosure controls and proceduresiused such disclosure controls and procedutes tiesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isg prepared

b) Designed such internal control over financial réjpgr or caused such internal control over finah@aorting to be designe
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataroece with generally accepted accounting princjj

C) Evaluated the effectiveness of the regissatisclosure controls and procedures and predémtéis report our conclusions
about the effectiveness of the disclosure contintbprocedures, as of the end of the period coveydhis report based on
such evaluation; an

d) Disclosed in this report any change in #gistrant’s internal control over financial repogdithat occurred during the
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an aimaport) that has materially
affected, or is reasonably likely to materiallyeaff, the registra’s internal control over financial reporting; &

5. The registrant's other certifying officer(spdrhave disclosed, based on our most recent el@tuaf internal control over financial
reporting, to the registrant's auditors and thataumnmittee of the registrant's board of direct@spersons performing the equivalent
functions):

a) All significant deficiencies and material weaknessethe design or operation of internal contradiofinancial reporting
which are reasonably likely to adversely affectrbgistrant's ability to record, process, summagize report financial
information; anc

b) Any fraud, whether or not material, that involvearmmagement or other employees who have a significéain the
registrant's internal control over financial rejoagt

Date: February 18, 201 By: /s/ Alex M. Davern

Alex M. Davern
Chief Financial Office




EXHIBIT 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER AND CHIEF  FINANCIAL OFFICER
PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

I, James J. Truchard, certify, pursuant to 18 U.S&&tion 1350, as adopted pursuant to SectioroP0& Sarbane®xley Act of 2002, that tt
Annual Report of National Instruments Corporatiam Borm 10K for the fiscal year ended December 31, 2010 falymplies with th
requirements of Section 13(a) or 15(d) of the S&esrExchange Act of 1934 and that informationta@med in such Form 1R-fairly present
in all material respects the financial conditior aasults of operations of National Instrumentspgooation.

By: /s/ James J. Trucha

Name:James J. Truchal
Title: Chief Executive Office

[, Alex M. Davern, certify, pursuant to 18 U.S.Gc8on 1350, as adopted pursuant to Section 9@BeoSarbane®xley Act of 2002, that t
Annual Report of National Instruments Corporatiam leorm 10K for the fiscal year ended December 31, 2010 falymplies with th
requirements of Section 13(a) or 15(d) of the S&éesrExchange Act of 1934 and that informationtagred in such Form 1R-fairly present
in all material respects the financial conditionl aasults of operations of National Instrumentspoaation.

By: /s/ Alex M. Davern

Alex M. Davern
Chief Financial Office




