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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-Q

XI QUARTERLY REPORT UNDER SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

For the quarterly period ended March 31, 2006

OR
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
For the transition period from to

Commission File Number 1-11152

INTERDIGITAL COMMUNICATIONS CORPORATION

(Exact name of registrant as specified in its chaetr)

PENNSYLVANIA 23-1882087
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)

781 Third Avenue, King of Prussia, PA 19406-1409

(Address of principal executive offices and zip cag)

Registrant’s telephone number, including area cod€10) 878-7800

Indicate by check mark whether the registrant ¢ filed all reports required to be filed by Seeti or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for sstobrter period that the registrant was requirdilésuch reports), and (2) has been
subject to such filing requirements for the pasta@s. Yes[x] No O

Indicate by check mark whether the registrantlerge accelerated filerX] |, an accelerated filelr |, or a non-accelerated fileEl (as
defined by Rule 12b-2 of the Exchange Act).

Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exgfe Act.): Yes[ No

Indicate the number of shares outstanding of e&tiiiedssuer’s classes of Common Stock, as ofdtest practicable date.

Common Stock, par value $.01 per shar 54,455,30¢
Class Outstanding at May 1, 2006
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INTERDIGITAL COMMUNICATIONS CORPORATION AND SUBSIDI  ARIES

InterDigital ®is a trademark of InterDigital Communications Cagiimn. All other trademarks, service marks antvade names appearing in
this Form 10-Q are the property of their respectivklers.

GLOSSARY OF TERMS
1xEV-DO
“First Evolution Data Optimized.” An evolution oflma2000.

2G

“Second Generation.” A generic term usually userkference to voice-oriented digital wireless predduprimarily mobile handsets that
provide basic voice services.

2.5G

A generic term usually used in reference to futiegrated voice and data digital wireless devidgsiag higher data rate services and
features compared to 2G.

3G

“Third Generation.” A generic term usually useddéfierence to the generation of digital mobile desiand networks after 2G and 2.5G,
which provide high speed data communications cdipablong with voice services.

3GPP

“3G Partnership Project.” A partnership of worldeidccredited standards organizations the purpostioh is to draft specifications for
Third Generation mobile telephony.

Bandwidth

A range of frequencies that can carry a signal trarssmission medium, measured in Hertz and cordputesubtracting the lower frequency
limit from the upper frequency limit.

CDMA

“Code Division Multiple Access.A method of digital spread spectrum technology less transmission that allows a large number afsus
share access to a single radio channel by assigmigge code sequences to each user.

cdmaOne
A wireless cellular system application based om2@owband CDMA technologies (e.g., TIA/EIA-95).

cdma2000®

A standard which evolved from narrowband CDMA tedbgies (i.e., TIA/EIA-95 and cdmaOne). The CDMAridy includes, without
limitation, CDMA2000 1x, CDMA 1xEV-DO, CDMA2000 1X&DV and CDMA2000 3x. Although CDMA2000 1x is inaed under the
IMT-2000 family of 3G standards, its functionaligysimilar to 2.5G technologies. CDMA200@nd cdma2008 are registered trademarks of
the Telecommunications Industry Association (TINSA).

Chip

An electronic circuit that consists of many indivad circuit elements integrated onto a single gabst

Circuit

The connection of channels, conductors and equipbreween two given points through which an eleattirrent may be established.



Table of Contents

Digital
Information transmission where the data is represkim discrete numerical form.

Digital Cellular
A cellular communications system that uses ovefaihdigital transmission.

EDGE

“Enhanced Data rates for GSM Evolution.” Technologgigned to deliver data at rates up to 473.6 Kinjpde the data rate of GSM wireless
services, and built on the existing GSM standai@re network infrastructure. EDGE systems buailEurope are considered a 2.5G
technology.

ETSI
“European Telecommunications Standards Institufee standards organization which drafts standand&dirope.

FDMA

“Frequency Division Multiple Access.” A techniquevhich the available transmission of bandwidtla @hannel is divided by frequencies
into narrower bands over fixed time intervals réaglin more efficient voice or data transmissiongr a single channel.

Frequency
The rate at which an electrical current or sigt@raates, usually measured in Hertz.

GPRS

“General Packet Radio Systems.” A packet-basedegisscommunications service that enables high-sp@&etess Internet and other data
communications via GSM networks.

GSM

“Global System for Mobile Communications.” A diditellular standard, based on TDMA technology, #fiiEdly developed to provide
system compatibility across country boundaries.

Hertz
The unit of measuring radio frequency (one cyclesgeond).

HSDPA

“High Speed Downlink Packet Access.” An enhancemeM/CDMA/UMTS technology optimized for high spegacket-switched data and
high-capacity circuit switched capabilities. A 3€&tinology enhancement.

Internet
A network comprised of numerous interconnected cencral, academic and governmental networks in &@€rcountries.

IPR
Intellectual Property Right.

ITC
“InterDigital Technology Corporation,” one of outhaily-owned Delaware subsidiaries.

LAN

“Local Area Network.” A private data communicatiomstwork linking a variety of data devices locaitethe same geographical area and
which share files, programs and various devices.
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Modem

A combination of the words modulator and demodulatferring to a device that modifies a signakfsas sound or digital data) to allow it
to be carried over a medium such as wire or radio.

Multiple Access

A methodology (e.g., FDMA, TDMA, CDMA) by which mtipple users share access to a transmission chavinst. modern systems
accomplish this through “demand assignment” whieeespecific parameter (frequency, time slot, oredasl automatically assigned when a
subscriber requires it.

Standards

Specifications that reflect agreements on prodyeestices, or operations by nationally or inteioradlly accredited industrial and
professional associations or governmental bodiesdar to allow for interoperability.

TDMA

“Time Division Multiple Access.” A method of digitavireless transmission that allows a multiplicitifusers to share access (in a time
ordered sequence) to a single channel withoutfaremce by assigning unique time segments to esehwithin the channel.

TD-SCDMA
“Time Division Synchronous CDMA.” A form of TDD uizing a low Chip Rate.

TIA/EIA-95
A 2G CDMA standard.

TIA/EIA-136
A United States standard for digital TDMA technolog

TIA
The Telecommunications Industry Association.

UMTS

“Universal Mobile Telecommunications System.” Ther&ean name for 3G mobile telephony. UMTS uses WMBRtandards created by
3GPP.

WCDMA

“Wideband Code Division Multiple Access” or “Wideld CDMA.” The next generation of CDMA technologytiopized for high speed
packet-switched data and high-capacity circuitclwatl capabilities. A 3G technology.

Wideband
A communications channel with a user data ratedrigfiian a voice-grade channel; usually 64Kbps tbf2i
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INTERDIGITAL COMMUNICATIONS CORPORATION AND SUBSIDI  ARIES
PART I—FINANCIAL INFORMATION

Item 1. CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

1
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INTERDIGITAL COMMUNICATIONS CORPORATION AND SUBSIDI
CONDENSED CONSOLIDATED BALANCE SHEETS
(in thousands, except per share data)

ASSETS

CURRENT ASSETS
Cash and cash equivalel
Shor-term investment
Accounts receivabl
Deferred tax asse
Prepaid and other current ass
Total current asse
PROPERTY AND EQUIPMENT, NE’
PATENTS, NET
DEFERRED TAX ASSET?¢
OTHER NOMCURRENT ASSET¢

TOTAL ASSETS
LIABILITIES AND SHAREHOLDERS '’ EQUITY

CURRENT LIABILITIES:
Current portion of lon-term debt
Accounts payabl
Accrued compensation and related expe
Deferred revenu
Foreign and domestic taxes paya
Other accrued expens
Total current liabilities

LONG-TERM DEBT
LONG-TERM DEFERRED REVENUE
OTHER LONG-TERM LIABILITIES

TOTAL LIABILITIES
COMMITMENTS AND CONTINGENCIES

SHAREHOLDERS EQUITY:

Common Stock, $.01 par value, 100,000 shares dm#lihi61,670 and 60,537 issued and 55,16¢

54,032 shares outstandi
Additional paic-in capital
Accumulated defici
Accumulated other comprehensive i

Treasury stock, 6,506 shares of common held at

Total shareholde’ equity

TOTAL LIABILITIES AND SHAREHOLDERS EQUITY

The accompanying notes are an integral part okteegements.

(unaudited)

2

ARIES

MARCH 31, DECEMBER 31,

2006 2005
$ 64,09 $ 27,87
132,94 77,83
113,40 19,53¢
62,17¢ 42,10:
13,10¢ 8,37
385,73 175,71
12,62: 10,66¢
62,02¢ 59,51¢
55,83 48,68:
14,22t 4,96¢
144,70 123,82
$530,43¢  $ 299,53
$ 357 % 35C
6,99¢ 7,16:
6,04z 17,04¢
73,69 20,05t
15,80: 16C
8,38t 5,76¢€
111,27¢ 50,53
1,481 1,57
213,17¢ 71,19:
2,661 1,92
328,60: 125,22
617 60E
392,18( 377,64
(96,900) (109,839
(15¢) (192)
295,74! 268,22
93,90 93,90¢
201,83 174,31
$530,43¢ $ 299,53




Table of Contents

INTERDIGITAL COMMUNICATIONS CORPORATION AND SUBSIDI  ARIES
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(in thousands, except per share data)

(unaudited)
FOR THE THREE MONTHS
ENDED MARCH 31,
2006 2005
REVENUES $ 51606 $ 35497
OPERATING EXPENSES
Sales and marketir 1,82¢ 2,28(
General and administrati 5,021 6,56¢
Patents administration and licens 9,982 11,247
Developmen 16,01( 16,17:
32,837 36,26¢
Income (loss) from operatiol 18,76¢ (769)
OTHER INCOME:
Interest and investment income, 1,50¢ 79C
Income before income tax 20,27 21
INCOME TAX PROVISION (7,33¢) (903%)
NET INCOME (LOSS) APPLICABLE TO COMMON SHAREHOLDER $ 1293¢ $ (882)
NET INCOME (LOSS) PER COMMON SHAR- BASIC $ 02 % (0.02)
WEIGHTED AVERAGE NUMBER OF COMMON SHARES OUTSTANDIS - BASIC 54,78¢ 55,05:
NET INCOME (LOSS) PER COMMON SHAR- DILUTED $ 0.2 % (0.02)
WEIGHTED AVERAGE NUMBER OF COMMON SHARES OUTSTANDIS - DILUTED 56,88¢ 55,05:

The accompanying notes are an integral part okteegements.

3
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INTERDIGITAL COMMUNICATIONS CORPORATION AND SUBSIDI
CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)
(unaudited)

CASH FLOWS FROM OPERATING ACTIVITIES
Net income (loss
Adjustments to reconcile net income (loss) to mshcprovided by operating activitie
Depreciation and amortizatic
Deferred revenue recogniz
Increase in deferred reven
Deferred income taxe
Non-cash compensatic
(Increase) decrease in deferred cha
Other
(Increase) decrease in ass
Receivable!
Other current asse
(Decrease) increase in liabilitie
Accounts payabl
Accrued compensatic
Accrued taxes payab
Other accrued expens
Net cash provided by operating activit
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of shi-term investment
Sales of sho-term investment
Purchases of property and equipm
Patent cost
Acquisition of patent:
Net cash used by investing activit
CASH FLOWS FROM FINANCING ACTIVITIES
Net proceeds from exercise of stock options andamés and employee stock purchase |
Payments on lor-term debt, including capital lease obligati
Repurchase of Common stc
Tax benefit from stock optior
Net cash provided (used) by financing activi
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENT

CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOI
CASH AND CASH EQUIVALENTS, END OF PERIOI

The accompanying notes are an integral part okteegements.
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ARIES

FOR THE THREE MONTHS
ENDED MARCH 31,

2006

2005

$  12,93¢ (882)
3,36¢ 2,66¢
(29,90%) (15,907
225,52 27,90¢
(27,225 85¢€
1,30¢ 2,831
(12,76%) 881
(26) 25
(93,870 1,744
(1,219) (512)
(247) 99¢
(9,479 (2,467)
15,64: —
2,48¢ (1,497)
86,54¢ 16,65:
(88,659 (44,309
33,59: 47,62:
(3,249 (2,071)
(4,529) (3,826)
— (8,050)
(62,84%) (10,629)
9,38¢ 1,281
(84) (80)
— (9,025)
3,212 —
12,51 (7,821)
36,21¢ (1,799)
27,87 15,73"
$ 64,00 13,93¢
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INTERDIGITAL COMMUNICATIONS CORPORATION AND SUBSIDI ARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
March 31, 2006
(UNAUDITED)

1. BASIS OF PRESENTATION:

In the opinion of management, the accompanying dited, condensed, consolidated financial statemzmitain all adjustments,
consisting only of normal recurring adjustmentsassary for a fair statement of the financial poasitf InterDigital Communications
Corporation (collectively with its subsidiarieseafed to as “InterDigital,” the “Company,” “we,” & and “our”) as of March 31, 2006, and
the results of our operations and cash flows fertktliee months ended March 31, 2006 and 2005. dd@ganying unaudited, condensed,
consolidated financial statements have been prdpar@ccordance with the instructions for Form 1@4t@, accordingly, do not include all of
the detailed schedules, information and notes sacgs$o present fairly the financial condition,uks of operations and cash flows in
conformity with generally accepted accounting pipies. Therefore, these financial statements shbelcead in conjunction with the financ
statements and notes thereto contained in the Qoyiglatest Annual Report on Form 10-K for the éisgear ended December 31, 2005
(2005 Form 10-K) as filed with the Securities anatltange Commission (SEC) on March 14, 2006. Theltseef operations for interim
periods are not necessarily indicative of the tesiol be expected for the entire year. The Compasyone reportable segment.

The preparation of financial statements in confeymiith generally accepted accounting principleguiees management to make
estimates and assumptions that affect the repartemints of assets and liabilities, and disclosofesntingent assets and liabilities as of the
date of the financial statements, as well as therted amounts of revenues and expenses duringploeting period. Actual results could
differ from these estimates.

The classification of certain prior period amoumase been changed to conform to the current pgriesentation.

There have been no material changes in our exiattagunting policies from the disclosures includedur 2005 Form 10-K, except as
follows:

Share-Based Compensation

In December 2004, the Financial Accounting Stansl&ulard, or FASB, issued Statement of Financialolioting Standards (SFAS)
No. 123(R),Share-Based PaymenSFAS No. 123(R) requires that compensation @ating to share-based payment transactions be
recognized in financial statements. The Companytedbthe accounting provisions of SFAS No. 123{Rative January 1, 2006. SFAS
No. 123(R) replaces SFAS No. 123 and supersedesufitiog Principles Board (APB) Opinion No. {Accounting for Stock Issued to
Employee:. As originally issued in 1995, SFAS No. 123 egtdidd as preferable the fair-value-based meth@todunting for share-based
payment transactions with employees. However,$itwement permitted entities the option of contigub apply the guidance in Opinion
No. 25, as long as the footnotes to financial staetgs disclosed what net income would have beerheagreferable fa-value-based method
been used. We have elected to adopt the new rsieg the modified-prospective method. Under the iffexti prospective method, prior
periods are not revised for comparative purposks.aidoption of SFAS No. 123(R) did not have a niténpact on our statement of
operations. As a result of the adoption, we cla$id $3.2 million tax benefit from the exercisestifick options within cash flows from
financing activities, prior to the adoption of SFAB. 123(R) we classified such tax benefits wittdésh flows from operating activities.

SFAS No. 123(R) requires that compensation coatingl to shardsased payment transactions be measured based fair thalue of th:
instruments issued. SFAS No. 123(R) covers a vadge of share-based compensation arrangementdiimglshare options, restricted share
plans, performance-based awards, share apprecigjtis and employee share purchase plans. SFA328¢R) further requires that share-
based compensation expense be based on the atardgaly expected to vest by reducing the compemsaxpense for estimated
forfeitures. Forfeitures must be estimated at ithe bf grant and revised, if necessary, in subsequeriods if actual forfeitures differ from
those estimates. Prior to the adoption of SFASI28(R), we recorded forfeitures in the period inchhthey occurred.

On November 10, 2005, the FASB issued FASB Stafftlm No. SFAS No. 123(R)-3, “Transition ElectiRelated to Accounting for
the Tax Effects of Share-Based Payment Awards."ddtllis pronouncement, we have until December 20@fect an alternative transition
method provided in this pronouncement for calcatathe tax effects of share-based compensationauotso SFAS No. 123(R). The
alternative method provides a simplified computatio establish the beginning balance of the addiipaid-in-capital pool (APIC pool)
related to the tax effects of employee share-basetpensation. Any positive balance in the APIC poolild be available to absorb tax
shortfalls (which occur when tax deductions resglfrom share-based compensation are less thaelttted book expense) recognized
subsequent to the adoption of SFAS No. 123(R). Weadt incur any net tax shortfalls in first quarg906.

5
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During first quarter 2006, we issued the followsitare-based awards (in thousands):

RSUs 16¢
Restricted Stoc 17
Common Stocl 24
Total shar-based award 21C

The RSUs granted during first quarter 2006 wemnarily made as part of a company-wide grant tmafi-management personnel. The
remaining RSUs were awarded to newly hired or ptechanembers of management under our Long-Term Cosapien Program (LTCP).
RSUs vest either incrementally or in-full over tangears subject to applicable plan and programgefime shares of restricted stock were
issued to our executive officers and other key mgangent personnel as a part of their 2005 annualddrhese shares were fully vested at
grant but may not be transferred for two years. Thenmon Stock issued in first quarter 2006 was atsag primarily of shares issued to
eligible employees under our Savings and Protestitlan (Savings Plan) as the Company’s profit agazontribution for fiscal year ended
2005. The remaining Common Stock was issued ap#re Company’s employer match under the Savitige. Shares issued into
employee accounts under the Savings Plan vestor@ance with the terms of the Savings Plan, aresferable into other investment
electives under the Savings Plan, and cannot leeneed until employment with the Company terminafés.valued each of the above share-
based awards at the fair market value of our Com8tonk on the date of grant.

We have estimated forfeiture rates for our RSUwbeh 0% and 5% depending upon the group receitimgtant and the terms of the
awards issued. We recorded a reduction to operakipgnses for the cumulative effect of a changeaounting principle of less than $0.2
million in first quarter 2006. This cumulative efteadjustment was recorded to apply an estimatédifiore rate of 3% to the unvested RSUs
which had been issued under the 2005-2007 cyaerdf TCP and remained unvested and outstandinge¢mber 31, 2005.

We recorded share-based compensation expense3offilion and $2.8 million in first quarter 20062005, respectively. The most
significant component of this expense was RSU asvgrdnted to managers under our LTCP.

Share-based compensation prior to January 1, 2006

Prior to the adoption of SFAS No. 123(R), the Comypaccounted for share-based employee compensatiter the recognition and
measurement principles of APB Opinion No. 25, aldted interpretations. No stock-option-based eyga@a@ompensation cost was reflected
in net income, as all effected options had an ésengrice equal to the market value of the undegy€ommon Stock on the date of grant.
However, compensation expense was recognized ddlatestricted stock and RSU grants. The followtadge illustrates the effect on net
income and earnings per share if we had applietbihgalue recognition provisions of SFAS No. 128counting for Stock-Based
Compensation to stock-option-based employee compensatiorhithree months ended March 31, 2005 (in thous@&xdspt per share
data):

Three Months Endec
March 31, 2005

Net loss applicable to common sharehol—as reporte: $ (882
Add: Stocl-based employee compensation expense includedanteejnet los: 2,837
Deduct: Total stock-based employee compensatioaresgpdetermined under fair value

based method for all awar (3,643
Tax effect 274
Net loss applicable to common sharehol pro forma $ (1,414
Net loss per shar- as reporte«~ basic (0.02
Net loss per shar- as reporte~ diluted (0.02
Net loss per shai- pro forma- basic (0.03
Net loss per shai- pro forma- diluted (0.03
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The fair value of each option grant is estimatedhendate of grant using the Black-Scholes optidcing model with the following
weighted-average assumptions:

Three Months Endec
March 31, 2005

Expected option life (in year: 4.80
Risk-free interest rat 3.9%
Volatility 82%
Dividend yield —

Weighted average fair valt $12.71

New Accounting Pronouncements

In May 2005, the FASB issued SFAS No. 1B4¢counting Changes and Error Correctiomgyich replaces APB Opinion No. 20,
Accounting Change, and SFAS No. Reporting Accounting Changes in Interim Financi@t&ments-An Amendment of APB Opinion
No. 28. SFAS No. 154 provides guidance on the accouritingnd reporting of accounting changes and etmarections. It establishes
retrospective application, or the latest practieatsdte, as the required method of accounting fdrraporting a change in accounting principle
and a correction of an error. SFAS No. 154 is ¢iffedor accounting changes and corrections ofremeade in fiscal years beginning after
December 15, 2005 and was adopted by the Compéautieé January 1, 2006. The adoption of SFAS Nd. did not have a material imps
on our consolidated financial position, result®pérations and cash flows.

2. SIGNIFICANT AGREEMENTS AND EVENTS:
Nokia Litigation and Legal Proceedings

On April 27, 2006, InterDigital Communications Corption (IDCC) and ITC entered into agreements Wittkia Corporation (Nokia)
which resolved certain legal proceedings betweemttSpecifically, in the Arbitration Settlement &gment, the parties resolved their
disputes arising out of the June 2005 Internati@uairt of Arbitration of the International ChamtmérCommerce (ICC) Arbitration Tribunal
Award, which related to the January 1999 Patergrhse Agreement between the parties (the PLA ProwgsdPursuant to the UK
Settlement Agreement, Nokia dismissed its claingeur€Claim No. HC04 C01952, a proceeding that Nakséituted in June 2004 against |
in the High Court of Justice of England and Wal&isancery Division, Patents Court, seeking to chgkethree of our TDMA-related patents.

Pursuant to the Arbitration Settlement AgreementApril 28, 2006, Nokia paid InterDigital $253 nlh. Nokia is deemed to have a
fully paid-up license covering worldwide sales & ZDMA-based products, consisting primarily of GEWRS/EDGE terminal units and
infrastructure. Nokia is also released from infengent liability for worldwide sales of 3G terminalits and infrastructure through April 26,
2006. Under the Arbitration Settlement Agreemem, Yanuary 1999 Patent License Agreement was tetaain

Based upon our preliminary review of the accountmgtment for this matter, we expect to recogttiezeentire $253 million payment
our 2006 income statement. We will provide addaiostetailed disclosure upon the completion of malgsis.

LG ElectronicsInc.

On January 18, 2006, we entered into a worldwide;tnansferable, non-exclusive, patent licenseeagent with LG Electronics Inc.
(LG). The five-year patent license agreement, éffeclanuary 1, 2006, covers the sale, both poidanhuary 1, 2006 and during the five-year
term, of terminal units compliant with all TDMA-bag Second Generation (2G) standards (including I38; GSM, GPRS, and EDGE) and
all Third Generation (3G) standards (including WCBNID-SCDMA and cdma2000 technology and its extens), and infrastructure
products compliant with cdma2000 technology anéxtensions up to a limited threshold amount, uadlgratents owned by us prior to and
during the term of the license.
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At the end of the five year term, LG will receivg@aid-up license to sell single-mode GSM/GPRS/EDR&Hinal units under the patents
included in the patent license agreement. Undeteltmes of the patent license agreement, LG pattieifirst of three equal installments of
$95 million in first quarter 2006. The remainingohimstallments are due in the first quarters of2280d 2008, respectively. We are
recognizing the revenue associated with this agee¢on a straight-line basis from its inceptiorotigh December 31, 2010.

Technology Solution Agreements

In August 2005, we entered into an agreement wiihd® Semiconductors B.V. (Philips) to deliver dd8DPA technology solution to
Philips for integration into Philips’ family of Ngeria™ cellular system solutions. Under the agreementillalso assist Philips with chip
design and development, software modification grstlesn integration and testing to implement our HED&chnology solution into the
Philips chipset. Subsequent to the delivery ofipog of our HSDPA technology solution, we agreegravide Philips with support and
maintenance over an aggregate estimated perioppobxmately 2 years.

In December 2004, we entered into an agreement@stieral Dynamics C4 Systems (formerly known asie@d Dynamics Decision
Systems, Inc.) (General Dynamics), to serve adbaasuractor on the Mobile User Objective System (&) program for the U.S. military.
MUQS is an advanced tactical terrestrial and saelbmmunications system utilizing 3G commercglludar technology to provide
significantly improved high data rate and assum@tdmunications for U.S. warfighters. The Softwaredrise Agreement (SLA) requires us to
deliver to General Dynamics standards-compliant Wi2Dmodem technology, originating from the techngloge developed under our
agreement with Infineon Technologies AG, for inamgtion into handheld terminals. We have also mhediproduct training under the SLA
and will provide maintenance for a period of thyears, beginning January 1, 2006.

We are accounting for portions of these and othehmrtology solution agreements using the percerifgempletion method. From the
inception of these agreements through March 316 2@8@ recognized related revenue of approximat2@.&million using the percentage-of-
completion method, including $1.8 million in firgtiarter 2006. Our accounts receivable at Marct28@6 and December 31, 2005 included
unbilled amounts of $5.1 million and $4.1 millimespectively.

Acquisition of Patents

In first quarter 2005, we acquired, for a purchaisee of approximately $8.1 million, selected paseintellectual property blocks and
related assets from an unrelated third party. Thesets are designed to improve the range, thromgimal reliability of wireless LAN and
other wireless technology systems. The purchase pras allocated almost entirely to patent assittsannominal amount being allocated to
other assets. Based on our assessment in connegtiothe asset acquisition, we are amortizing eéhetents over their expected useful lives
of approximately 15 years.

3. INCOME TAXES.:

During first quarter 2006, our effective tax ratassapproximately 36.2%. This effective tax ratenarily results from the statutory
federal tax rate and the amortization of foreigfeded tax assets related to foreign source witlihgltax payments made in prior years.
During first quarter 2006, we paid $15.6 milliondaaccrued $15.6 million of foreign source withhalgltaxes and established deferred tax
assets of the same amount related to foreign tditsrthat we expect to use to offset future UeBlefal income taxes.

Excluding any prospective recognition of additiotead credits, we expect to provide for income taxesr the balance of 2006 at a rate
equal to our combined federal and state effecties; which would approximate 35% to 37% underesurtax laws, plus an amount for
deferred foreign source withholding tax expensecWiis dependent, in part, upon licensee royaltgntspOur future book tax expense may
also be affected by charges associated with amgdi@sed tax shortfalls that may occur under SFAS1IQ3(R). However, we cannot predict
if, when or to what extent this will affect our taxpense. In the course of future tax planningukhwe identify tax saving opportunities that
entail amending prior year returns in order toyf@lail ourselves of credits that we previouslysidared unavailable to us, we will recognize
the benefit of the credits in the period in whibby are both identified and quantified. Due toitfemental contributions to taxable income
from our first quarter 2006 license agreement withand our second quarter 2006 dispute resolutitim Mokia, we expect that we will
utilize the majority of our NOLs and then be obtighto begin paying U.S. federal income taxes 0620

Under Internal Revenue Code Section 382, the atiim of a corporation’s NOL carryforwards is liett following a change in
ownership (as defined by the Internal Revenue Cofigjeater than 50% within a three-year periodt i determined that prior equity
transactions limit our NOL carryforwards, the anrimaitation will be determined by multiplying thearket value on the date of ownership
change by the federal long-term tax-exempt ratg. &mount exceeding the annual limitation may bei@dforward to future years for the
balance of the NOL carryforward period.
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Based on judgments associated with determininguineal limitation applicable to us under InternakvBnue Code Section 382, we did
not include all federal NOL carryforwards in thergautation of our gross deferred tax assets. Weedsluded from this computation a
portion of the federal research and experimentalits that may be available to us based upon et the final credit that may be realiz
Had we included all federal NOL carryforwards aadaarch and experimental credits in the computatigmoss deferred tax assets, our ¢
deferred tax assets at March 31, 2006 and DeceBih@005 would have been approximately $10 miljosater.

A more-than-50% cumulative change in ownership oeclin 1992. As a result of such change, approtaip&14 million of our NOL
carryforwards were limited as of December 31, 2@G5a result of these limitations, we will not Haeato utilize all of our NOL
carryforwards to offset our U.S. federal tax lidthiin 2006. If we experience an additional moraftk60% cumulative ownership change, the
full amount of the NOL carryforward may become sabjto annual limitation under Section 382. Thexe lbe no assurance that we will
realize the benefit of any NOL carryforward.

4. INCOME PER SHARE:
The following table sets forth a reconciliationtbé shares used in the basic and diluted net in¢twsg) per share computations:

(In thousands, except per share data)

Three Months Ended March 31, 2006 Three Months Ended March 31, 2005
Income Shares Per-Share Loss Shares Per-Share
(Numerator) (Denominator) Amount (Numerator) (Denominator) Amount
Income (loss) per sha- basic:

Income (loss) available to Common Sharehol: $ 12,93¢ 54,78 $ 02¢ $ (882 55,05¢ $ (0.09)
Effect of dilutive options, warrants and restricgtdck units — 2,09¢ (0.09) — — —
Income (loss) per sha- diluted:

Income (loss) available to Common Shareholders

dilutive effects of options, warrants and restidcte
stock units $ 12,93¢ 56,88¢: $ 0.2t $ (882 55,05¢ $ (0.09)

For the three months ended March 31, 2006, opaodswvarrants to purchase approximately 1.1 milibares of Common Stock were
excluded from the computation of diluted earningsghare because the exercise prices of thesesgtial warrants were greater than the
weighted-average market price of our Common Staring this period and, therefore, their effect wbhhve been anti-dilutive.

For the three months ended March 31, 2005, theteffeall options and warrants to purchase shaff€ommon Stock were excluded
from the computation of diluted earnings per stera result of a net loss reported in the period.

5. LITIGATION AND LEGAL PROCEEDINGS
ltem 1. LEGAL PROCEEDINGS .
Nokia

On April 27, 2006, InterDigital Communications Corption (IDCC) and ITC entered into agreements Wittkia Corporation (Nokia)
which resolved certain legal proceedings betweemttSpecifically, in the Arbitration Settlement &gment, the parties resolved their
disputes arising out of the June 2005 Internati@uairt of Arbitration of the International ChamtmérCommerce (ICC) Arbitration Tribunal
Award, which related to the January 1999 Patergnse Agreement between the parties (the PLA Prowg®dPursuant to the UK
Settlement Agreement, Nokia dismissed its claingeur€Claim No. HC04 C01952, a proceeding that Nakséituted in June 2004 against |
in the High Court of Justice of England and Wal&isancery Division, Patents Court (High Court), segko challenge three of our TDMA-
related patents (UK 2G Proceeding).
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Pursuant to the Arbitration Settlement AgreementApril 28, 2006, Nokia paid InterDigital $253 nlh. Nokia is deemed to have a
fully paid-up license covering worldwide sales & ZDMA-based products, consisting primarily of GEWRS/EDGE terminal units and
infrastructure. Nokia is also released from infengent liability for worldwide sales of 3G terminalits and infrastructure through April 26,
2006. Under the Arbitration Settlement Agreemem, Yanuary 1999 Patent License Agreement was tetaain

Pursuant to the UK Settlement Agreement, Nokiavigsdrawn its challenge before the High Court ia thK 2G Proceeding. In
consideration for the discontinuance of the UK 2GcBeding, InterDigital agreed (i) not to assediagt Nokia the three patents (and related
non-U.K counterparts) involved in that proceediaiggl (ii) Nokia will have a paid-up license for diegmode 1S-95 products. The paid-up
license and the covenant not to assert becameieffepon the discontinuance of the UK 2G Actionl &okia's withdrawal of its opposition
to a related UK amendment application in the UKR@ceeding.

Nokia UK Proceeding

In July 2005, Nokia filed a claim in the EnglishgHiCourt of Justice, Chancery Division, Patentsr€against ITC. Nokias claim seek
a declaration that twenty-nine of ITC’'s UMTS EurapePatents registered in the UK are not essemialfbr the 3GPP standard. In April
2006, a hearing was held to contest the jurisdiatibthe High Court to hear the case. Subsequehtiyidigh Court denied ITC’s claim. We
intend to vigorously defend the claim and are curitig to contest Nokia’s claim of jurisdiction imet High Court.

Nokia Delaware Proceeding

In January 2005, Nokia and Nokia, Inc. filed a ctairg in the United States District Court for thésfict of Delaware against IDCC
and ITC for declaratory judgments of patent invifidnd non-infringement of certain claims of cartpatents, and violations of the Lanham
Act. In December 2005, as a result of our motiodismiss all of Nokia’s claims, the Delaware DistiCourt entered an order to grant our
motion to dismiss all of Nokia's declaratory judgmelaims due to lack of jurisdiction. The Delaw&istrict Court did not dismiss Nokia’s
claims relating to violations of the Lanham Act.dém the Lanham Act claim, Nokia alleges that weehased false or misleading descripti
or representations regarding our patents’ scoplityaand applicability to products built to coypwith 3G wireless phone standards, and
that such statements have caused Nokia harm. Alslihg order was entered by the Delaware Distrimti€which contemplates trial in 20(
but no specific trial date has been set.

Samsun

In 2002, Samsung Electronics Co. Ltd. (Samsung}ede pursuant to the Most Favored Licensee (“MFlduse in its 1996 patent
license agreement with ITC (Samsung Agreement)ate its royalty obligations commencing JanuargQD2 for 2G GSM/TDMA and 2.5G
GSM/GPRS/EDGE wireless communications productsaterthined in accordance with the terms of the J3nl@99 Nokia Patent License
Agreement, including its most favored licensee (Nptovision. In March 2003, ITC notified Samsungttsuch Samsung obligations had
been defined by the relevant licensing terms of&fiesson Agreement (for infrastructure productsj the Sony Ericsson Agreement (for
terminal unit products) as a result of the MFL ps@n in the Nokia License Agreement.

In November 2003, Samsung filed a Request for Aatidn with the International Chamber of Commergaiast IDCC and ITC
regarding Samsung’s royalty obligations to ITCiferworldwide sales of 2G GSM/TDMA and 2.5G GSM/G/RDGE products (Samsung
Arbitration). In this arbitration proceeding, IDGd ITC claim that the Ericsson Agreement and threyEricsson Agreement define the
financial terms under which Samsung is requirepay royalties on its worldwide sales of 2G GSM/TDMAd 2.5G GSM/GPRS/EDGE
products commencing January 1, 2002 through Dece81he2006. IDCC and ITC also seek a declaratianttie parties’ rights and
obligations are governed by the Samsung Agreeraadtthat the Nokia License Agreement dictates 8alyjsung’s royalty obligations and
most favored licensee rights for those TDMA produitensed under the Samsung Agreement. In theaibn, Samsung has claimed thai
obligations are not defined by the Ericsson Agresntee Sony Ericsson Agreement, or the Final Awarithe Nokia arbitration. Samsung
seeks a determination of the amounts owed to lig@dDby Samsung, which Samsung claims to be suilbistly less than the amount that
IDCC and ITC believe is owed. Samsung also clalms there was a novation of the Samsung Agreensehtthat Samsung is now licensed
to IDCC’s CDMA patents, including its 3G patenfsthe arbitration panel were to agree with Samssipgsition on Samsung’s alleged
CDMA rights, Samsung would be licensed to sell 3@dpcts on the terms set forth in the 1999 Pata®rise Agreement between Nokia and
InterDigital.
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In January 2006, the final evidentiary hearing Wwelsl. Post-hearing briefings have been completddianare awaiting a decision from
the ICC Arbitral Tribunal.

Federal

In October 2003, Federal Insurance Company (Fexi¢hal insurance carrier which provided partiatmeirsement to the Company of
certain legal fees and expenses for the now-séditigdtion involving the Company and Ericsson |raelivered to us a demand for arbitration
under the Pennsylvania Uniform Arbitration Act. Eeal claims, based on its determination of expeetdae to the Company resulting from
our settlement involving Ericsson Inc., that arunagsice reimbursement agreement (Agreement) requsrés reimburse Federal
approximately $28.0 million for attorneys’ fees axpenses it claims were paid by it. Additionallpder certain circumstances, Federal may
seek to recover interest on its claim. In Noveni@3, the Company filed an action in United St&estrict Court for the Eastern District of
Pennsylvania (the Court) seeking a declaratorymatg that the reimbursement agreement is void aedforceable, seeking reimbursement
of attorneys’ fees and expenses which have not f@erbursed by Federal and which were paid dirdnflyhe Company in connection with
the Ericsson Inc. litigation, and seeking damage$-€deral’s bad faith and breach of its obligationder the insurance policy. In the
alternative, in the event the reimbursement agreémas found to be valid and enforceable, the Campsaught a declaratory judgment that
Federal is entitled to reimbursement based onlgestain portions of amounts received by the Comgeomy Ericsson Inc. pursuant to the
settlement of the litigation involving Ericsson Iiederal requested the Court dismiss the actidfoahave the matter referred to arbitration.

In October 2005, the Court filed an order grantmgart and denying in part Federal’s motion toxdss the Company’s complaint. As
part of its decision, the Court determined thatAlygeeement between Federal and the Company (whigkeeiment served as a basis for
Federal’'s demand to recover any legal fees andnsgsg is enforceable, but did not address whetbaeral is entitled to recover any legal
fees and expenses. Also, the Court reserved teiatiae consideration of whether any arbitratioraed would be binding on the parties.
Additionally, in October 2005, the Company filednation to reconsider the Court’s order which subsedjy was denied. An arbitrator has
been selected and the parties are currently ipbeess of preparing for arbitration. A hearingedads not been scheduled.

Prior to Federal’'s demand for arbitration, we hacraed a contingent liability of $3.4 million redat to the Agreement. We continue to
evaluate this contingent liability and have maiméai this accrual at December 31, 2005. While wéicoa to contest this matter, any adverse
decision or settlement obligating us to pay amouomdterially in excess of the accrued contingeffiliix could have a material negative eff
on our consolidated financial position, result®pérations or cash flows.

Other

We have filed patent applications in the United&tand in numerous foreign countries. In the @gircourse of business, we currently
are, and expect from time-to-time to be, subjecttallenges with respect to the validity of ourgués and with respect to our patent
applications. We intend to continue to vigorousifeshd the validity of our patents and defend againg such challenges. However, if cer
key patents are revoked or patent applicationsl@ng=d, our patent licensing opportunities couldnagerially and adversely affected.

We and our licensees, in the normal course of legsirhave disagreements as to the rights and tibfigaof the parties under the
applicable patent license agreement. For exam@esould have a disagreement with a licensee dsetarhount of reported sales of covered
products and royalties owed. Our patent licenseagents typically provide for arbitration as thech@nism for resolving disputes.
Arbitration proceedings can be resolved throughward rendered by an arbitration panel or througlafe settlement between the parties.

In addition to disputes associated with enforcenaeutlicensing activities regarding our intelle¢m@perty, including the litigation al
other proceedings described above, we are a padther disputes and legal actions not relateditdrellectual property, but also arising in
the ordinary course of our business. Based upamnrdtion presently available to us, we believe thatultimate outcome of these other
disputes and legal actions will not have a matexiaderse affect on us.
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6. STOCK REPURCHASE:

In March 2006, our Board of Directors authorized thpurchase of up to $100 million of our outstagdiommon stock through open
market purchases, pre-arranged trading plans watety negotiated purchases. On May 1, 2006, oardof Directors authorized the
expansion of our current share repurchase progse#i@0 million to $200 million. The amount and tigiof purchases will be based on a
variety of factors, including potential share reghase price, cash requirements, acquisition oppibigg, strategic investments and other
market and economic factors. Repurchases underigieal March 2006 plan commenced in April 2006.date, we have repurchased
856,000 shares for $20 million under the originld® million share repurchase program.

7. COMMON STOCK COMPENSATION PLANS
Stock Compensation Plans

We have stoclbased compensation plans under which, dependirigeoplan, directors, employees, consultants ansadvcan receiv
stock options, stock appreciation rights, restdatock awards and other stock unit awards.

Common Stock Option Plans

We have granted options under two incentive stgtlon plans, three non-qualified stock option pland two plans which provide for
grants of both incentive and non-qualified stockays (Pre-existing Plans) to non-employee dires;tofficers and employees of the
Company and other specified groups, depending @pldm. No further grants are allowed under theeRisting Plans. In 2000, our
shareholders approved the 2000 Stock Award andhtiveePlan (2000 Plan) that allows for the grantifigncentive and non-qualified
options, as well as other securities. The 2000 Rldahorizes the offer and sale of up to approxiigatel million shares of common stock. 1
Board of Directors or the Compensation and StockabpCommittee of the Board determine the numbesptions to be granted. Under the
terms of the 2000 Plan, the option price canndesg than 100% of fair market value of the CommtaeiSat the date of grant.

In 2002, the Board of Directors approved the 20tiziSAward and Incentive Plan (2002 Plan) thatwdidor the granting of incentive
and non-qualified options, as well as other sei@srio Company employees who are not subject togjherting requirements of Section 16 of
the Securities Act of 1934 or an “affiliate” for quoses of Rule 144 of the Securities Act of 1938 2002 Plan authorizes the offer and sale
of up to 1.5 million shares of common stock. TheaRbof Directors or the Compensation and Stock@pBommittee of the Board determ
the number of options to be granted. Under thegarhthe 2002 Plan, the option price cannot betlees 100% of fair market value of the
Common Stock at the date of grant. In additionesslotherwise modified, no awards may be grantddnihe 2002 Plan after the close of
business on March 31, 2012.

Under all of these plans, options are generallyasable for a period of 10 years from the datgraht and may vest on the grant date,
another specified date or over a period of timewkhler, under plans that provide for both incentime non-qualified stock options, grants
most commonly vest in six semi-annual installments.

Information with respect to stock options underdheve plans is summarized as follows (in thousaextsept per share amounts):

Weighted
Outstanding Options

Average
Available Exercise

For Grant Number Price Range Price
Balance at December 31, 2C 91z 7,92¢ $ 0.01-39.0C $13.9¢

Grantec — — $ 0.00-0.0C $ —
Cancelec 3 (3) $19.2¢-26.2¢  $ 23.4(
Exercisec — (763 $ 4.3625.7¢  $12.2¢
Balance at March 31, 20( 91€ 7,16( $ 0.01-39.0C $14.0¢
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The following table summarizes information regagdihe stock options outstanding at March 31, 2@@&usands, except for per
share amounts):

Weighted
Average Weighted Weighted
Remaining
Contractual Average Average
Range of Number Exercise Number Exercise
Exercise Prices QOutstanding Life* Price Exercisable Price
$0.01- 5.25 40z 3.97 $ 4.7: 402 $ 4.7:¢
$5.38-5.44 78t 1.5C 5.44 78t 5.44
$5.50- 8.25 734 6.8¢ 6.84 734 6.84
$8.33-9.00 96 6.27 8.6¢ 96 8.6¢
$9.03- 9.60 89(C 5.7% 9.5¢ 89C 9.5¢
$9.69-11.63 84¢ 10.3¢ 10.7¢ 84¢ 10.7¢
$11.64-13.19 847 5.2¢ 12.4¢ 847 12.4¢
$13.25-17.13 80¢€ 5.8: 15.72 80¢ 15.72
$17.23- 23.97 733 7.1¢ 19.8¢ 733 19.8¢
$ 24.00- 39.00 1,01¢ 4.6¢ 32.8¢ 1,01¢ 32.8¢
$0.01- 39.00 7,16( 5.8( $ 14.0¢ 7,16( $ 14.0¢

* We currently have approximately 238,000 optionsstanding that have an indefinite contractual lifeese options were granted between
1983 and 1986 under a pre-existing plan. For p@epos$ this table, these options were assignedigimatl life in excess of 50 years. The
majority of these options have an exercise priceetfveen, $5.75 and $11.¢

We had 6.2 million and 6.3 million options outstamgat March 31, 2006 and December 31, 2005, réisphg that had exercise prices
less than the fair market value of the Companyslsat each balance sheet date. These options Weunktate cash proceeds for the
Company of $68.9 million and $63.5 million, respeely, had they been fully exercised at these dates

Common Stock Warrants

As of March 31, 2006 and December 31, 2005, wewerdants outstanding to purchase 80,000 of ComntockSt an exercise price
and weighted average exercise price of $7.63 mpesfihese warrants are exercisable and will expi2®06. The exercise price and number
of shares of Common Stock to be obtained upon eseeof these warrants are subject to adjustmergrucmhditions specified in the warrant
certificate.

Restricted Stock

Under our 1999 Restricted Stock Plan, as amend¥b(Rlan), we may issue up to 3.5 million shareesiricted common stock and
restricted stock units to directors, employeessatiants and advisors. The restrictions on isshades lapse over periods generally ranging
from 1 to 5 years from the date of the grant. AMafch 31, 2006 and December 31, 2005 we had isBdeahillion and 2.0 million shares,
respectively, of restricted stock and restrictedtistunits under the 1999 Plan. The related compiemsexpense has been, and will continu
be, amortized over vesting periods that are gelgefraim 1 to 5 years. At March 31, 2006 and Decengde 2005, we had unrecognized
compensation cost related to share-based awag&is®million and $5.8 million, respectively. We exp to amortize the unrecognized
compensation cost at March 31, 2006 over a weigintedage period of 0.8 years.

We grant restricted stock units as an element wipemsation to our employees. These awards vestlmesr years, depending upon job
level, according to the following schedules:

Year 1 Year 2 Year 3
Below manager 33% 33% 34%
Managers and technical equivale 25% 25% 50%
Senior Officers 0% 0% 10C%

Information with respect to unvested restrictectkstonits under the above plan is summarized asvisll(in thousands, except per share
amounts):

Weighted
Average

Number of Grant
Date Fair

Unvested

RSUs Value
Balance at December 31, 2C 814 $ 21.67
Granted 16¢ 18.5¢

Forfeited (13 (20.39)



Vested (335) (19.47)
Balance at March 31, 20( 63E $ 22.22
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8. COMPREHENSIVE INCOME :
The following table summarizes comprehensive inc@oss) for the periods presented (in thousands):

For the Three Months
Ended March 31,

2006 2005
Net income (loss $12,93¢ $ (882
Unrealized gain (loss) on investme 34 (133)
Total comprehensive income (lo: $12,97¢  $(1,019

Item 2. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS.
OVERVIEW

The following discussion should be read in conjiorctvith the unaudited, condensed consolidatedhfiied statements and notes the
contained elsewhere in this document, in additiomterDigital Communications Corporation’s (colieely with its subsidiaries referred to
as InterDigital, the Company, we, us and our) Ahieport on Form 10-K for the fiscal year ended &waber 31, 2005 (2005 Form 10-K) as
filed with the Securities and Exchange Commiss®BE) on March 14, 2006, other reports filed with 8EC, and theStatement Pursuant
the Private Securities Litigation Reform Act of B9®elow. Please refer to the Glossary of Termsatied after the Table of Contents for a list
and detailed description of the various technicalystry and other defined terms that are usedignRorm 10-Q for the quarter ended
March 31, 2006.

Nokia Litigation and Legal Proceedings

On April 27, 2006, InterDigital Communications Corption (IDCC) and ITC entered into agreements Wittkia Corporation (Nokia)
which resolved certain legal proceedings betweemttSpecifically, in the Arbitration Settlement Agment, the parties resolved their
disputes arising out of the June 2005 Internati@mirt of Arbitration of the International Chamlm#rCommerce (ICC) Arbitration Tribunal
Award, which related to the January 1999 Patergnhse Agreement between the parties (the PLA Prowg®dPursuant to the UK
Settlement Agreement, Nokia dismissed its claingeur€laim No. HC04 C01952, a proceeding that Nakséituted in June 2004 against |
in the High Court of Justice of England and Wa&sancery Division, Patents Court, seeking to chgkethree of our TDMA-related patents.

Pursuant to the Arbitration Settlement AgreementApril 28, 2006, Nokia paid InterDigital $253 niilh. Nokia is deemed to have a
fully paid-up license covering worldwide sales & ZDMA-based products, consisting primarily of GEWRS/EDGE terminal units and
infrastructure. Nokia is also released from infengent liability for worldwide sales of 3G terminalits and infrastructure through April 26,
2006. Under the Arbitration Settlement Agreemdm, January 1999 Patent License Agreement was tat@ain

Based upon our preliminary review of the accountmegtment for this matter, we expect to recogttieeentire $253 million payment
our 2006 income statement. We will provide addaiostetailed disclosure upon the completion of malgsis.

New Material Patent License Agreement

On January 18, 2006, we entered into a worldwide;tnansferable, non-exclusive, patent licenseeagent with LG Electronics Inc.
(LG). The five-year patent license agreement, éffecJanuary 1, 2006, covers the sale, both poidanuary 1, 2006 and during the five-year
term, of terminal units compliant with all TDMA-bad Second Generation
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(2G) standards (including TIA-136, GSM, GPRS, ami3E) and all Third Generation (3G) standards (idtlg WCDMA, TD-SCDMA and
cdma2000 technology and its extensions), and imfretsire products compliant with cdma2000 technplagd its extensions, up to a limited
threshold amount, under all patents owned by w® priand during the term of the license. At thd ehthe five year term, LG will receive a
paid-up license to sell single-mode GSM/GPRS/ED&Hinal units under the patents included in themidicense agreement. Under the
terms of the patent license agreement, LG paiti@$itst of three equal installments of $95 millionfirst quarter 2006. The remaining two
installments are due in the first quarters of 286@ 2008, respectively. We are recognizing themegessociated with this agreement on a
straight-line basis from its inception through Deber 31, 2010.

Repurchase of Common Stock

In March, 2006, our Board of Directors authorizkd tepurchase of up to $100 million of our outstkag@ommon stock through open
market purchases, pre-arranged trading plans watety negotiated purchases. On May 1, 2006, oardof Directors authorized the
expansion of our current share repurchase progse#100 million to $200 million. The amount and tirgiof purchases will be based on a
variety of factors, including potential share reghase price, cash requirements, acquisition oppibigs, strategic investments and other
market and economic factors. Repurchases underitieal March 2006 plan commenced in April 2006.date, we have repurchased
856,000 shares for $20 million under the originEd@ million share repurchase program.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Our significant accounting policies are describedlote 1 of the Notes to Consolidated Financiateédtents included in our 2005 Form
10-K. A discussion of our critical accounting pad, and the related estimates, are includédanagement’s Discussion and Analysis of
Financial Condition and Results of Operaticin our 2005 Form 10-K. There have been no matehahges in our existing accounting
policies from the disclosures included in our 26@5m 10-K.

New Accounting Pronouncements

In May 2005, the Financial Accounting Standardsrddq&ASB) issued Statement of Financial Accountitgndards (SFAS) No. 154,
Accounting Changes and Error Correctiowhich replaces Accounting Principles Board (APB)irign No. 20,Accounting Changesand
SFAS No. 3Reporting Accounting Changes in Interim Financi@t8ments-An Amendment of APB Opinion Na.2BAS No. 154 provides
guidance on the accounting for and reporting obanting changes and error corrections. It estaddisbtrospective application, or the latest
practicable date, as the required method of acemyfir and reporting a change in accounting pglecand a correction of an error. SFAS
No. 154 is effective for accounting changes andemions of errors made in fiscal years beginniitgrddecember 15, 2005 and was adoj
by the Company effective January 1, 2006. The aolopf SFAS No. 154 did not have a material impatbur consolidated financial
position, results of operations and cash flows.

FINANCIAL POSITION, LIQUIDITY AND CAPITAL REQUIREME  NTS

In first quarter 2006 and 2005, we generated n&t §f@m operating activities of $86.5 million ante$7 million, respectively. The
positive operating cash flow in first quarter 2@6se principally from receipts of approximatelyp31L million related to 2G and 3G patent
licensing agreements. These receipts included $85mfrom LG Electronics (LG), $12.0 million frorBharp Corporation of Japan (Sharp),
$9.4 million from NEC Corporation of Japan (NEQ)de$35.7 million from other licensees. These reseigere partially offset by cash
operating expenses (operating expenses less defwacdf fixed assets, amortization of intangitdsets and nonash compensation) of $2!
million, cash payments for foreign source withholglitaxes of $15.7 million and changes in workingited during first quarter 2006. The
positive operating cash flow in first quarter 2@G06se principally from receipts of approximateh\8¥#million related to 2G and 3G patent
licensing agreements. These receipts included $8ifli®n from Sony Ericsson, $9.5 million from Sipa$8.1 million from NEC and $2.5
million from other licensees. These receipts wendially offset by cash operating expenses (opegagikpenses less depreciation of fixed
assets, amortization of intangible assets and ash-compensation) of $30.8 million and changesarking capital during first quarter 2005.

We receive cash payments relating to current pérroyalties. We also receive up-front cash paymsdot prepaid royalties or to fulfill
a patent licensee’s obligations to us under a péitamse agreement for either a specified timéopeor for the term of the agreement. When
we record the receipt or expected receipt of uptfpayments, we defer recognition of the revensedated with such payments pursuant to
our revenue recognition policy as discussed in@itical Accounting Policies. We have no materibligations associated with such deferred
revenue.

Our combined short-term and long-term deferredmaeebalance at March 31, 2006 was approximately $28illion, an increase of
$195.6 million from December 31, 2005. In first cfea 2006, we recorded gross increases in defeenszhue of approximately $226 million,
$190 million of which relates to payments eithareiged or due from LG, and approximately $31 millighich relates to new prepayments
from two other existing licensees. In first qua806, we collected the first $95 million paymenminfi LG and recorded $95 million in
accounts receivable relating to LG’s second payrdaatin first quarter 2007. In accordance with paiicy for recording long-term
receivables from patent license agreements, wedeilir recognition in accounts receivable of LGisd $95 million payment, which is due
in first quarter 2008, until twelve months priorite due date. The gross increases in deferrechuevevere offset, in part, by current quarter
deferred revenue recognition of approximately $18ilion related to the amortization of fixedfde royalty payments and approximately $1
million from current year per-unit exhaustion oépaid royalties based upon royalty reports provioedur licensees.
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Based on current license agreements, we expeantbetization of fixed fee royalty payments over thmaining three quarters of 2006
to reduce the March 31, 2006 deferred revenue balah$286.9 million by $56.3 million. Additionatductions to deferred revenue will be
dependent upon the level of per-unit royaltieslm@nsees report against prepaid balances.

In first quarter 2006, we used $62.8 million inésting activities. In first quarter 2005, we usd@.$ million for these same activities.
This change between quarters resulted from highsn ceceipts and a lower use of cash in finanaitigiges. We purchased $55.1 million of
short-term marketable securities, net of salefrshquarter 2006. We sold $3.3 million of shagtsh marketable securities, net of purchases,
in first quarter 2005. Purchases of property andmqent increased to $3.2 million in first quar2®06 from $2.1 million in first quarter 2005
due to investments in development tools and thamsipn of our engineering information system nekwbrvestment costs associated with
patents increased from $3.8 million in first qua2605 to $4.5 million in first quarter 2006. Thigrease reflects higher patenting activity
over the past several years, combined with thettgt between filing an initial patent applicatiand the incurrence of costs to issue the
patent in both the U.S. and foreign jurisdictioimsfirst quarter 2005, we also invested approxirya$8.0 million to acquire patents and
intellectual property.

Net cash generated by financing activities in fipgarter 2006 was $12.5 million. In first quart@03, net cash used in financing
activities was $7.8 million. We received proceawsf option and warrant exercises of $9.4 milliod &1.3 million in 2006 and 2005,
respectively. In first quarter 2006, we recordeebabenefit related to the exercise of options2R3nillion. This benefit reduces our federal
income tax liability. In first quarter 2005, we tephased 0.5 million shares of our common stock0 million.

We had 6.2 million and 6.3 million stock optiongsianding at March 31, 2006 and December 31, 2@38pectively, with exercise
prices less than the fair market value of our comistock at each balance sheet date. These optimug Wave generated cash proceeds for
the Company of $68.9 million and $63.5 million,pestively, had they been fully exercised at thestesl

As of March 31, 2006, we had $197.0 million of casdsh equivalents and short-term investments, eoedpto $105.7 million at
December 31, 2005. Our working capital (adjusteeddtiude cash, cash equivalents, short-term inversisn current maturities of debt and
current deferred revenue) increased to $151.5anibit March 31, 2006 from $39.9 million at Decem®&r2005. This $111.6 million
increase is primarily due to a $93.9 million ingean accounts receivable, a $20.1 million incréaseir shortterm deferred tax assets anc
$11.0 million decrease in accrued compensatiorralated expenses, partly offset by a $15.6 milirmmease in foreign and domestic taxes
payable. Accounts receivable increased due toemagnition of LG’s second $95 million payment durstfquarter 2007 under our January
2006 license agreement. Short-term deferred tastasxreased primarily as a result of our recogmiof foreign tax credits associated with
LG. Accrued compensation and related expenses altadue to our payment of the 2005 year-end bamaishe 2004—2005 performance-
based cash incentive under our long-term compemsptogram. Foreign and domestic taxes payableased due to our accruals of both
foreign source withholding taxes, related to LG8sand $95 million payment, and U.S. income taxgsipke.

In December 2005, we entered into a two-year $6omiunsecured revolving credit facility (Credigfeement). Borrowings under the
Credit Agreement can be used for general corp@uatigoses including capital expenditures, workingited, letters of credit, certain permitt
acquisitions and investments, cash dividends asaksepurchases. As of March 31, 2006, we did asehany amounts outstanding under the
Credit Agreement. We are in compliance with ourer@ants under the Credit Agreement at March 31, 2006

Consistent with our strategy to focus our resoucsethe development and commercialization of adedneireless technology produc
we expect to see modest growth in operating castinelated to planned staffing levels and condringestments in enabling capital assets
in the remainder of 2006. Based upon updated asgess, we now expect that purchases of propertyegagbment in support of technology
and product development opportunities will be $1ion to $15 million. We are capable of supportithgse and other operating cash
requirements, including our $200 million share mepase program, for the near future through cadhshort-term investments on hand, other
operating funds such as patent license royalty gaysnor funds from the above-noted credit facilkp.adverse resolution of the litigation
involving Federal Insurance Company (Seiégation and Legal Proceedings, Fedejahould not prevent us from supporting our opacati
requirements for the near future. At present, waalcanticipate the need to seek additional finag¢hrough additional bank facilities or the
sale of debt or equity securities.

Off-Balance Sheet Arrangements
We do not have any off-balance sheet arrangemsrisfaned by regulation &-303(a)(4) promulgated under the Securities Act @34
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RESULTS OF OPERATIONS
First Quarter 2006 Compared to First Quarter 2005

Revenues
First Quarter First Quarter
2006 2005

Pel-unit royalty revenus $ 30.1 $ 23.:
Fixec-fee and amortized royalty reven 19.5 7.5
Recurring patent licensing royalti 49.€ 30.¢
Total patent licensing royaltie 49.€ 30.¢
Technology solution revent 2.C 4.7
Total Revenut $ 51.€ $ 35.5

In first quarter 2006, revenues increased 45%5toGmillion from $35.5 million in first quarter 26. This increase was driven by
higher recurring royalties, related to both neweagnents signed since last year’s first quarter ln@hand Kyocera Corporation and increased
contributions from other existing licensees at Mia2€05.

Technology solution revenue decreased in firsttigu&006 to $2.0 million from $4.7 million in firguarter 2005 as contributions from
HSDPA technology programs with Philips Semicondu&/. and Infineon partially offset a decreaseoassted with the completion of
deliverables under a program for the U.S. militangler an agreement with General Dynamics.

In first quarter 2006 and 2005, 62% and 84%, respay, of our revenues were from companies thdiviidually accounted for 10% or
more of total revenues. In first quarter 2006, hoempanies were LG (22%), NEC (22%) and Sharp [18%irst quarter 2005, the
comparable list included NEC (32%), Sharp (27%&al Dynamics (13%) and Sony Ericsson (12%).

Operating Expenses

Operating expenses decreased 9% to $32.8 milliéinsiquarter 2006 from $36.3 million in first qier 2005. The $3.5 million
decrease was due to net changes in the followamgsit(in millions):

gDecrease!/Increas
Patent litigation and arbitratic $ (2.5)
Long-term compensation program (LTC (2.2
Other personnel related co 0.€
Commission: 0.€
Patent amortizatio 0.5
Other (0.5
Total Decrease in Operating Expel $ (3.9

The decrease in patent litigation and arbitratiosig resulted from lower activity levels in firstagter 2006. In first quarter 2005, these
costs included amounts related to litigation witicent which was settled in fourth quarter 2005. OLEP costs in first quarter 2005 incluc
the effect of overlapping cycles (i.e., Cycle 1ttbancluded on January 1, 2006 and Cycle 2 whicludes elements that commenced in 2005
and end on either January 1, 2008 or January B)2Bist quarter 2006 LTCP expenses include dost€ycle 2 only. Other personnel costs
increased primarily due to employment taxes reltdedycle 1 payouts and options exercised duriegginarter. Higher patent licensing
royalties resulted in increased commission expéenfiest quarter 2006. The increase in patent ainatibn resulted from the acquisition of a
patent portfolio in 2005 and higher levels of imedrinventive activity in recent years.
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The following table summarizes the change in ofregagxpenses by category (in millions):

First Quarter First Quarter
2006 2005 (Decrease)
Sales and marketir $ 1€ % 2.3 $0.5) (20)%
General and administrati\ 5.C 6.€ (1.€) (24)
Patents administration and licens 10.C 11.2 1.2 (12)
Developmen 16.C 16.2 (0.2 (1
Total Operating Expens $ 328 % 36.5  $35 (9%

Sales and Marketing ExpenseApproximately 75% of the decrease resulted fromelolaTCP costs. The balance of the decrease was
mainly due to lower travel costs in first quart@08.

General and Administrative Expense:The key contributors to the decrease were lowerR.T6sts (37%), legal fees (27%) and
directors and officers insurance premiums (10%).

Patents Administration and Licensing ExpenseThe decrease reflects the net effect of the abotednitems related to patent
arbitration and litigation costs, commissions aatept amortization expenses.

Development ExpenseA decrease in LTCP costs of approximately $1.liamlivas offset, in part, by various increases, noinghich
exceeded $0.4 million, that included employmenesaselated to Cycle 1 payouts and options exerdsedg the quarter, annual wage
inflation, depreciation, travel and other expensdsted to work on our technology solutions deveiept.

Interest and Investment Income, Net

Net interest and investment income of $1.5 milliofirst quarter 2006 increased $0.7 million or 9fr&m $0.8 million in first quarter
2005. The increase resulted from higher ratestafmeon our investments and higher investment lzalsum first quarter 2006.

Income Taxes

Our income tax provision in first quarter 2006 eeted a 36.2% effective tax rate. This effectivertae primarily results from the
statutory federal tax rate and the amortizatiofodign deferred tax assets related to foreignhattiing tax payments made in prior years. In

first quarter 2005, our income tax provision cotexigprimarily of foreign source withholding taxessaciated with patent licensing royalties
from Japan.

Expected Trends

We will provide guidance on second quarter 200@mnere after we receive and review applicable roy@ipprts, conclude our analysis
related to the final accounting associated with&R&3 million payment from Nokia and update ouef@sts on anticipated revenue from v
associated with technology solution agreementsaWiieipate that second quarter 2006 operating esgerexcluding current patent
arbitration or litigation costs, will grow by 8% % over first quarter 2006, reflecting a gradualtreasing level of investment in our dual
mode terminal unit ASIC offering. Patent arbitratiand litigation expense will depend on the lefadadivity through the remainder of the
quarter. Lastly, we expect that our book tax ratesecond quarter 2006 will approximate 35% to 37%.
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STATEMENT PURSUANT TO THE PRIVATE SECURITIES LITIGA TION REFORM ACT OF 1995

FORWARD -LOOKING STATEMENTS

This Quarterly Report on Form 10-Q (Form 10-Q)Juding “Item 2. Managemerg’Discussion and Analysis of Financial Conditiod
Results of Operations”, contains forward-lookingtements. Words such as “expect,” “will,” “belie¥&ould,” “would,” “dependent upon,”
“should not,” “anticipate,” “future” or similar expssions contained herein are intended to idestith forward-looking statements. Although
forward-looking statements in this Form 10-Q refhe good faith judgment of our management, stafements can only be based on facts
and factors currently known by us. These statenrefitsct, among other things, our current belipfans and expectations as to:

(i) our accounting treatment of the $253 milliose®ed from Nokia as part of the resolution of thispute; (ii) that the amortization of
fixed-fee royalty payments over the remaining thyearters of 2006 will reduce our March 31, 200fded revenue balance; (iii) additional
reductions to deferred revenue; (iv) the impadarf adverse resolution in our dispute with Fedenabur ability to meet our near-term
operating requirements; (v) our needs and plans wipect to additional financing or the sale dftde equity securities; (vi) our second
guarter 2006 operating expenses (excluding cupatent and arbitration expenses); and (vii) ouosda@uarter 2006 book tax rate.

Forward-looking statements concerning our businessilts of operations and financial conditionialerently subject to risks and
uncertainties. We caution readers that actual teanld outcomes could differ materially from thegpressed in or anticipated by such
forward-looking statements. You should carefullysider the risks and uncertainties outlined in gedetail in this Form 10-Q, including
“ltem 1A - Risk Factors.”, and in our Form-K foretlyear ended December 31, 2005, before makingravegtiment decision with respect to
our common stock. You should not place undue reéan these forward-looking statements, which atg as of the date of this Form 10-Q.
Factors affecting one forward-looking statement ratigct other forward-looking statements. We unalertno obligation to revise or publicly
update any forward-looking statement for any reasgoept as otherwise required by law.
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Item 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK .
There have been no material changes in quantitatidequalitative market risk from the disclosureguded in our 2005 Form 10-K.

Item 4. CONTROLS AND PROCEDURES.

The Company’s Chief Executive Officer and its Chit@fancial Officer, with the assistance of othemmbers of management, have
evaluated the effectiveness of our disclosure otsmand procedures (as defined in Rules 13a-16k)L&d-15(e) under the Securities
Exchange Act of 1934) as of the end of the perimgeoed by this report. Based on that evaluatios Ghief Executive Office and Chief
Financial Officer have concluded that our disclestontrols and procedures were effective in thegigh to ensure that the information
required to be disclosed by us in the reportswieatile under the Securities Exchange Act of 193recorded, processed, summarized and
reported within the time periods specified in theCS rules and forms and to ensure that the inftiomaequired to be disclosed by us in the
reports that we file under the Securities and ErgkaAct of 1934 is accumulated and communicatexitananagement, including our
principal executive and financial officers, as agpiate, to allow timely decisions regarding reqdidisclosure. There were no changes ir
internal control over financial reporting that oo®md during the quarter ended March 31, 2006 treterrally affected, or are reasonably lik
to materially affect, our internal control overdincial reporting.
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PART II—OTHER INFORMATION

Iltem 1. LEGAL PROCEEDINGS .
Nokia

On April 27, 2006, InterDigital Communications Corption (IDCC) and ITC entered into agreements Wittkia Corporation (Nokia)
which resolved certain legal proceedings betweemtltSpecifically, in the Arbitration Settlement Agment, the parties resolved their
disputes arising out of the June 2005 Internati@uairt of Arbitration of the International ChamtmérCommerce (ICC) Arbitration Tribunal
Award, which related to the January 1999 Patergnhse Agreement between the parties (the PLA ProwgsdPursuant to the UK
Settlement Agreement, Nokia dismissed its claingeuntClaim No. HC04 C01952, a proceeding that Nalgéituted in June 2004 against |
in the High Court of Justice of England and Wa&sancery Division, Patents Court (High Court), $eglo challenge three of our TDMA-
related patents (UK 2G Proceeding).

Pursuant to the Arbitration Settlement AgreementApril 28, 2006, Nokia paid InterDigital $253 nlh. Nokia is deemed to have a
fully paid-up license covering worldwide sales & ZDMA-based products, consisting primarily of GEWRS/EDGE terminal units and
infrastructure. Nokia is also released from infengent liability for worldwide sales of 3G terminalits and infrastructure through April 26,
2006. Under the Arbitration Settlement Agreemem, Yanuary 1999 Patent License Agreement was tetaain

Pursuant to the UK Settlement Agreement, Nokiawigsdrawn its challenge before the High Court ia thK 2G Proceeding. In
consideration for the discontinuance of the UK 2GcBeding, InterDigital agreed (i) not to assediagt Nokia the three patents (and related
non-U.K counterparts) involved in that proceediaiggl (ii) Nokia will have a paid-up license for diegnode 1S-95 products. The paid-up
license and the covenant not to assert becameieffepon the discontinuance of the UK 2G Actionl &okia’s withdrawal of its opposition
to a related UK amendment application in the UKR@ceeding.

Nokia UK Proceeding

In July 2005, Nokia filed a claim in the EnglishgHiCourt of Justice, Chancery Division, Patentsr€against ITC. Nokias claim seek
a declaration that twenty-nine of ITC’'s UMTS EurapdPatents registered in the UK are not esserilfor the 3GPP standard. In April
2006, a hearing was held to contest the jurisdiotibthe High Court to hear the case. SubsequehtyiHigh Court denied ITC’s claim. We
intend to vigorously defend the claim and are curitig to contest Nokia’s claim of jurisdiction imet High Court.
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Nokia Delaware Proceeding

In January 2005, Nokia and Nokia, Inc. filed a ctairg in the United States District Court for thésfict of Delaware against IDCC
and ITC for declaratory judgments of patent invigfidnd non-infringement of certain claims of cértpatents, and violations of the Lanham
Act. In December 2005, as a result of our motiodismiss all of Nokia’s claims, the Delaware DistitCourt entered an order to grant our
motion to dismiss all of Nokia's declaratory judgmelaims due to lack of jurisdiction. The Delaw&strict Court did not dismiss Nokia’'s
claims relating to violations of the Lanham Act.dém the Lanham Act claim, Nokia alleges that weehased false or misleading descripti
or representations regarding our patents’ scoplityaand applicability to products built to cotypwith 3G wireless phone standards, and
that such statements have caused Nokia harm. Alslihg order was entered by the Delaware Distrimti€which contemplates trial in 20(
but no specific trial date has been set.

Samsun

In 2002, Samsung Electronics Co. Ltd. (Samsung}tede pursuant to the Most Favored Licensee (“MFRil8use in its 1996 patent
license agreement with ITC (Samsung Agreement)ate its royalty obligations commencing JanuargQD?2 for 2G GSM/TDMA and 2.5G
GSM/GPRS/EDGE wireless communications productseatertchined in accordance with the terms of the J3nl@99 Nokia Patent License
Agreement, including its most favored licensee (Nptovision. In March 2003, ITC notified Samsungtteuch Samsung obligations had
been defined by the relevant licensing terms of&fiesson Agreement (for infrastructure productsj the Sony Ericsson Agreement (for
terminal unit products) as a result of the MFL ps@n in the Nokia License Agreement.

In November 2003, Samsung filed a Request for Aatidn with the International Chamber of Commergaiast IDCC and ITC
regarding Samsung’s royalty obligations to ITCiferworldwide sales of 2G GSM/TDMA and 2.5G GSM/G7RDGE products (Samsung
Arbitration). In this arbitration proceeding, IDGd ITC claim that the Ericsson Agreement and threyEricsson Agreement define the
financial terms under which Samsung is requireglay royalties on its worldwide sales of 2G GSM/TDMAd 2.5G GSM/GPRS/EDGE
products commencing January 1, 2002 through Dece81h€006. IDCC and ITC also seek a declaratiantte parties’ rights and
obligations are governed by the Samsung Agreeraadtthat the Nokia License Agreement dictates 8alyjsung’s royalty obligations and
most favored licensee rights for those TDMA produitensed under the Samsung Agreement. In theaibn, Samsung has claimed thai
obligations are not defined by the Ericsson Agresntee Sony Ericsson Agreement, or the Final Awarithe Nokia arbitration. Samsung
seeks a determination of the amounts owed to IigéeD by Samsung, which Samsung claims to be sulisilly less than the amount that
IDCC and ITC believe is owed. Samsung also clalms there was a novation of the Samsung Agreensehtthat Samsung is now licensed
to IDCC’s CDMA patents, including its 3G patenfsthe arbitration panel were to agree with Samssipgsition on Samsung’s alleged
CDMA rights, Samsung would be licensed to sell 3@dpcts on the terms set forth in the 1999 Pat&rgrise Agreement between Nokia and
InterDigital.

In January 2006, the final evidentiary hearing Wwelsl. Post-hearing briefings have been completddianare awaiting a decision from
the ICC Arbitral Tribunal.

Federal

In October 2003, Federal Insurance Company (Fexi¢hal insurance carrier which provided partiatmeirsement to the Company of
certain legal fees and expenses for the now-séditigdtion involving the Company and Ericsson |rdelivered to us a demand for arbitration
under the Pennsylvania Uniform Arbitration Act. Eeal claims, based on its determination of expeeédde to the Company resulting from
our settlement involving Ericsson Inc., that aruinagsice reimbursement agreement (Agreement) requsrés reimburse Federal
approximately $28.0 million for attorneys’ fees apenses it claims were paid by it. Additionallpder certain circumstances, Federal may
seek to recover interest on its claim. In Noven#f#3, the Company filed an action in United St&issrict Court for the Eastern District of
Pennsylvania (the Court) seeking a declaratorymetg that the reimbursement agreement is void aedfarceable, seeking reimbursement
of attorneys’ fees and expenses which have not f@erbursed by Federal and which were paid dirdnflyhe Company in connection with
the Ericsson Inc. litigation, and seeking damages$-&deral’s bad faith and breach of its obligatiander the insurance policy. In the
alternative, in the event the reimbursement agreémas found to be valid and enforceable, the Campaught a declaratory judgment that
Federal is entitled to reimbursement based onlgestain portions of amounts received by the Comgeomy Ericsson Inc. pursuant to the
settlement of the litigation involving Ericsson Ifeederal requested the Court dismiss the actidfoahave the matter referred to arbitration.

In October 2005, the Court filed an order grantmgart and denying in part Federal’s motion toxdss the Company’s complaint. As
part of its decision, the Court determined thatAlgeeement between Federal and the Company (whigkeient served as a basis for
Federal’'s demand to recover any legal fees andnsgsg is enforceable, but did not address whetbaeral is entitled to recover any legal
fees and expenses. Also, the Court reserved teiatime consideration of whether any arbitratioraed would be binding on the parties.
Additionally, in October 2005, the Company filednation to reconsider the Court’s order which subsety was denied. An arbitrator has
been selected and the parties are currently ipbeess of preparing for arbitration. A hearingedads not been scheduled.
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Prior to Federal's demand for arbitration, we hacraed a contingent liability of $3.4 million retat to the Agreement. We continue to
evaluate this contingent liability and have mainéai this accrual at December 31, 2005. While wéilcoa to contest this matter, any adverse
decision or settlement obligating us to pay amouomdterially in excess of the accrued contingeffiliix could have a material negative eff
on our consolidated financial position, result®pérations or cash flows.

Other

We have filed patent applications in the United&tand in numerous foreign countries. In the @gircourse of business, we currently
are, and expect from time-to-time to be, subjecttallenges with respect to the validity of ourgués and with respect to our patent
applications. We intend to continue to vigorousfeshd the validity of our patents and defend againg such challenges. However, if cer
key patents are revoked or patent applicationsl@néd, our patent licensing opportunities couldnagerially and adversely affected.

We and our licensees, in the normal course of legsirhave disagreements as to the rights and tibfigaof the parties under the
applicable patent license agreement. For exam@esould have a disagreement with a licensee dsetarhount of reported sales of covered
products and royalties owed. Our patent licenseegents typically provide for arbitration as thechranism for resolving disputes.
Arbitration proceedings can be resolved throughward rendered by an arbitration panel or througlafe settlement between the parties.

In addition to disputes associated with enforcenaeutlicensing activities regarding our intelle¢m@perty, including the litigation al
other proceedings described above, we are a padther disputes and legal actions not relateditardgellectual property, but also arising in
the ordinary course of our business. Based upanmrivdtion presently available to us, we believe thatultimate outcome of these other
disputes and legal actions will not have a matexiaderse affect on us.

Item 1A. RISK FACTORS .

There have been no material changes in our rigkrfaas previously described in our 2005 Form 1@#K the exception of the
following change. The Company’s resolution of istgnt royalty dispute with Nokia eliminates, adraportant risk factor, our inability to
collect royalties on sales of Nokia’s 2G products.
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Item 6. EXHIBITS .
The following is a list of Exhibits filed as part this Quarterly Report on Form 10-Q:

Exhibit

Number Exhibit Description

10.82* License Agreement by and between InterDigital Grang LG Electronics, Inc. dated January 1, 2I
31.1 Certification of Chief Executive Officer pursuant$ection 302 of the Sarba-Oxley Act of 2002
31.2 Certification of Chief Financial Officer pursuawt $ection 302 of the Sarba-Oxley Act of 2002

32.1  Certification Pursuant to 18 U.S.C. Section 1350a@dopted pursuant to Section 906 of the Sarbarks@ct of 2002 for William
J. Merritt.

32.2  Certification Pursuant to 18 U.S.C. Section 1350adopted pursuant to Section 906 of the Sarbanrks@ct of 2002 for Richard
J. Fagan

* An application has been submitted to the Seasitind Exchange Commission for confidential treatmmirsuant to Rule 24b-2 of the
Securities Exchange Act of 1934, of portions o$ tiaxhibit. These portions have been omitted froseRhibit.
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the Registrant has duly causisd¢port to be signed on its behalf
by the undersigned thereunto duly authorized.

INTERDIGITAL COMMUNICATIONS CORPORATION

Date: May 10, 2006 /s/ WiLLIAM J. MERRITT
William J. Merritt
President and Chief Executive Officer

Date: May 10, 2006 /sl R.J. FAGAN
Richard J. Fagan
Chief Financial Officer
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EXHIBIT 10.82

InterDigital Group/LGE Execution Copy (01-13)
Confidential & Proprietar

CONFIDENTIAL PORTIONS OF THIS DOCUMENT HAVE BEEN RE DACTED AND
FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE C OMMISSION

Wireless Patent License Agreement
Between
InterDigital Group
And
LG Electronics Inc.

Dated and Effective as of January 1, 2C*Effective Dat")



InterDigital Group/LGE Execution Copy (01-13)
Confidential & Proprietar

PATENT LICENSE AGREEMENT

THIS IS A PATENT LICENSE AGREEMENT (the “Agreemeittated as of January 1, 2006 (the “Effective Datsetween
InterDigital Technology Corporation, a Delawarepmmation having a mailing address of 3411 Silver$tbad, Concord Plaza,
Wilmington, Delaware 19810, Tantivy Communicatioims., a Delaware corporation having a mailing addrof 3411 Silverside Road,
Concord Plaza, Wilmington, Delaware 19810, and LRiRnsing, Inc., a Delaware corporation having adlingaddress of 3411
Silverside Road, Concord Plaza, Wilmington, Delaave®810 (individually and together, the “InterDaiGroup”), and LG Electronics
Inc. (“Licensee”), a Korean corporation, having ailing address of LG Twin Towers, 20, Yeouido-do¥gpngdeungpo-gu, Seoul,
Korea 150-721.

PREAMBLE

InterDigital Group represents that it owns and thasright to license the Licensed Patents andli;ngito grant a worldwide, non-
exclusive license under the Licensed Patents otethes set forth below. Licensee desires to olsagh a license.

NOW, THEREFORE , in consideration of the mutual promises containeckin the parties agree as follows:

ARTICLE | - DEFINITIONS

1.1 “AAA” means the American Arbitration Associati
1.2 “AAA International Rule” means the AA/s then current ICDR International Arbitration Rul

1.2 “Additional Sales” represents the number of Liceh$erminal Units to be Sold on or after the Acqiosi Date and during
the remainder of the Term of this Agreement (omiartpr by quarter basis) that would be attributébla Terminal Unit
Business that was Acquired by Licensee or a Licerdd#liate on or after the Effective Date, as oppd to ordinary, organic
Sales growth by Licensee and its Affiliates (ottiem Acquired Terminal Unit Businesses). Additio8ales, with respect to
an Acquired Terminal Unit Business, shall be calted as the ***].

1.4 *“Action” means any legal or administrative actiaryeshere in the world seeking to invalidate, renaeenforceable, or limit
or construe the scope of any Licensed Patentakatplace between January 1, 2006 and Decemb203Q,

1.5 *“Affiliate” means a legal entity that is controlléy a party to this Agreement or is more than fifgrecent (50%) owned,
directly or indirectly, by a party. Such legal énshall constitute an Affiliate of the party ordg long as the ownership or
control exists. IDCC shall not constitute an Atk of InterDigital Groug

***  Confidential material which has been omitted afetfseparately with the Securities and Exchanger@@ission.
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1.6

1.7
1.8

1.9
1.1C

1.11

1.1Z

1.1¢

1.14

1.15

InterDigital Group/LGE Execution Copy (01-13)
Confidential & Proprietar

“Acquire” or “Acquisition” means the acquisitionifdct or indirect) of the control of an entity dretacquisition (direct or
indirect) of more than fifty percent (50%) of themership of the business, stock, or assets of tty €

“Acquisition Dat” means the date on which Licensee or any of itdiaffis Acquires a Terminal Unit Busine

“Arbitration Panel” means a panel of three (3) adtors, all of whom shall be admitted to practa® in at least one
jurisdiction in the United States, and at least tfavhom shall have substantial experience in idld Df intellectua
property litigation or intellectual property liceng.

“IDCC” means InterDigital Communications Corporation, hgwan office at 781 Third Avenue, King of Prus§&, 19406

“GSM Licensed Terminal Unittmeans a Terminal Unit designed to operate subathniti accordance with GSM, GPRS,
EDGE, each as amended from time to time, and ner astiandard or specification for CDMA- and TDMA sed
communications system

“Infrastructure Equipment” means mobile switchirepters, radio network controllers, service nodesjd\B’s, base
stations, radio resource management devices ahdlasef base station controllers, digital transceiyvdigital channel card
and software necessary to operate the aforemedtedces (including software maintenance agreesheviiether sold as
individual items or bundled as an integrated prodwbich are used to interconnect a Terminal Umi fpublic or private
data or voice network (whether wired or unwiredyluding the Interne

“Knock-Down Unit” means a substantially completeémnsed Terminal Unit sold to a third party in atip#ly assembled or
disassembled form for final manufacturing, packggsale and distributiol

“Licensed cdma2000 Infrastructure” means Infragtrree Equipment designed to operate substantialacaordance with
CDMAZ2000 [including 1x, EV-DV, EV-DO], as amendeim time to time, and no other standard or spegtific for
CDMA- and TDMA -based communications systet

“Licensed Patents” mean all currently issued patearid patents that issue from applications filéak o or during the
Term of this Agreement, including patents issuiranT divisionals, continuations, and continuatiomsgpart of such
applications, and reissue and reexamination pateatsof, which InterDigital Group or any of théiffiliates at any time
during the Term owns (including ownership as altesfuacquisition).

“Licensed Standards” mean the following PHS, PI¥&n, GSM, GPRS, EDGE, 1S-54/136, DECT, TETRA, W-CAM
(FDD and TDD), TDSCDMA, CDMA2000 [including 1x, E®V, EV-DO], and similar standards adopted on aorgi
basis (e.g. ARIB FDD), each as amended from tintére. TIA/EIA 95 shall not constitute a License@i&lard
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“Licensed Business” means an entity other thanrisee or its then current Affiliates which is invetin the design,
development, manufacture, distribution or saleioehsed Terminal Units, which is licensed to Sételnsed Terminal
Units by InterDigital Group as a whol

“Licensed Terminal Units” means Terminal Units dgsid to operate substantially in accordance witbagt one of
Licensed Standard

“License” means LG Electronics In

“Licensee Patents” mean all currently issued patearid patents that issue from applications fileokr po or during the
Term of the license, including patents issuing frdimsionals, continuations, and continuations-artpf such applications,
and reissue and reexamination patents thereofyliaah Licensee or any of its Affiliates at any tidering the Term owns
(including ownership as a result of acquisitic

“Market Factc” means an ***],

“Market Share” means the world-wide market shareafoentity Selling Licensed Terminal Units, asaidged in the then
most recenStrategy Analytic(or other agreed to) repo

“Net Selling Price” means the amount actually ireal to the customer for a Licensed Terminal Unitl(iding battery and
charger), excluding the amount shown on the invfiicéhe actual cost of packing, insurance, shiggind handling,
applicable import, export and excise duties andsstx (including VAT added by Licensee to the cletega Licensed
Terminal Unit), and reduced by, returns, price @ctibn credits, and trade discounts given to ttstacuer in the normal
course of business. To the extent the Net SellimgeRelating to any Sale is subsidized by add#laonsideration, the fact
that the customer is a related party, or othervifeNet Selling Price shall be adjusted upwardetamount that would
have been charged in the absence of such fa

“Related Companies” means Affiliates of, parent pamies of, and companies under common control httrDigital
Group.

“Sale” means the first sale made on an arms-lebgsis to an entity other than an Affiliate. A watsareplacement shall
not constitute a Sal

“Sel” means the act of making a S¢
“Tern™” means the term of this Agreement, as set forttetién 4.1.

“Terminal Unit” means an end-user terminal devigbether fixed, mobile, vehicular, portable, or hdmedd, having RF
transmit and/or RF receive capabilities, which devs designed for wireless voice and/or data comications. An end-
user terminal device includes without limitatiomHbaets, Wireless Modules, wireless-enabled PDAsantputers,
communication cards (e.g., PCMCIA card), and Ki-Down Units.

***  Confidential material which has been omitted atetifseparately with the Securities and Exchanger@ission.
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1.2¢  “Terminal Unit Business” means an entity other th&aensee or its then current Affiliates whichmsolved in the design,
development, manufacture, distribution or saleiothsed Terminal Units, which Terminal Unit Busiadéss a [ ***] at
the time of its Acquisition by Licensee or an Affle of Licensee

1.2¢  “Unlicensed Sale” means a Sale of a Licensed Teahtinit without (or outside of the scope of) a fise granted by
InterDigital Group.

1.3C  “Unlicensed Terminal Unit Business” means a Termuhait Business that is not licensed to Sell Licsth§ erminal Units
by InterDigital Technology Corporation or InterDigii Group as a wholt

1.31 *“Wireless Module” means a device that is a fulliegrated wireless communications product, includithgequired
ASICs, which is sold to a third party for physigategration into other devices such as handsetglirg machines,
computers, laptop computers, sensing/telemetnjicgijuns, motor vehicles and fixed wireless telepheystems

ARTICLE Il - LICENSE GRANT & NON-ASSERTS

Grant To the extent Licensee has paid each installmitite License Fee as set forth in Section 3.1lihened all royalties as set forth
in Sections 3.3 and 3.4 herein (to the extent apple) and provided Licensee is otherwise not faweunder this Agreement,
InterDigital Group hereby grants to Licensee asdiiffiliates a non-exclusive, non-transferable, Mhatide, royalty-bearing license
under the Licensed Patents to develop, design, nhake made (to the extent substantially desigpdddensee or its Affiliates), use,
import, sell, and otherwise distribute Licensedriigal Units, alone but not in combination with atltieird party equipment, including
the right to procure components therefore. In &aldiprovided Licensee is not in default under thiseement at the end of the Term,
Licensee shall be fully paid-up under and for ifeedf the Licensed Patents as to GSM Licensed Trexihtunits only at the end of the
Term.

Limitations on License Granfrhe license granted under Section 2.1 above daslGales of Terminal Units by an Acquired Unliezhs

Terminal Unit Business prior to its Acquisition Band Additional Sales, in each case, where Lieeakts to treat any of such Sales
as Unlicensed Sales. This license grant also easltlte right to grant sublicenses. In additionwitbstanding anything to the contrary,
the Section 2.1 license grant shall not include lam@nse, express or implied, to develop, desigakenhave made, use, import, sell, and
otherwise distribute components covered by therided Patents, except to the extent that such caenpoare used solely to
manufacture Licensed Terminal Units licensed hedeuand which are Sold by Licensee and its Affiga

Licensee Nowssert. Licensee hereby covenants not to sue InterDiGitalup, their Related Companies, and/or each af thistomers
for infringement under the Licensee Patents but with

Confidential material which has been omitted afetifseparately with the Securities and Exchanger@isgion.
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respect to products developed, designed, manuéathave manufactured (to the extent substantigijgned by InterDigital Group
and/or its Related companies), used, imported, soldtherwise distributed by InterDigital Groupdaiheir Related Companies. In the
event a customer of either InterDigital Group oy ahthe Related Companies sues Licensee or iifigkéfs for patent infringement, this
covenant not to sue shall cease to apply as tocustbhmer. This covenant not to sue shall surviwesale or transfer of the Licensee
Patents to another entity. In addition, this covershall (i) not apply to any Related Company whighot a Related Company as of the
Effective Date if such new Related Company has*d] [as of the date that such entity becomes a Rela&Company, or (ii) cease as to
any Related Company who sues Licensee or its afii§ and/or any of their customers for patentriggment.

InterDigital Group NotAssert.Provided Licensee is not in default under this A&gnent, InterDigital Group hereby covenants nott s
Licensee and/or its Affiliates for infringementtbk Licensed Patents for the development, designufacture, having manufactured
the extent substantially designed by Licensee aritd/@\ffiliates), use, importation, Sale, or ottistribution of up to (but not
exceeding) an aggregate of [***] of Licensed cdm@@nfrastructure (inclusive of Sales prior to fféective Date), but only if all of
such activities occur in [***]. For the avoidancédoubt, this non-assert does not extend to th& [oF its activities regardless of
whether such joint venture qualifies as an Affdisiereunde!

ARTICLE Il - LICENSE FEE AND ADDITIONAL ROYALTY

License Feeln consideration for the license, non-assert, r@hehse granted herein, Licensee shall pay toDigéal Group a non-
refundable license fee of Two Hundred and EightseMilillion Dollars (US$285,000,000.00), as set lidoelow:

Installment Payment Due Date

US$95 Million Within 30 days of execution of this Agreem
US$95 Million [***], 2007

US$95 Million [***], 2008

Releasdn further consideration of the irrevocable and-nefundable, upfront payments of the License Fééosth in Section 3.1

above, effective upon payment of the first instalimnof such License Fee, and contingent upon aatdtimely payment of the second
and third installments of such License Fee, Intgitdi Group fully, finally, and irrevocably releaskicensee, its Affiliates and their
customers from any and all claims from infringemeinthe Licensed Patents, which claims have beatena which might be made at
any time, with respect to any Licensed Terminaltt/manufactured, used, leased, Sold or othervassferred by or for Licensee

before the Effective Date of this Agreement. Notwiainding the foregoing, this release shall bedtable and the payment
contingency will not be effective if InterDigitalr@up terminates this Agreement prior to all LicemBee payment due dates, unless the
termination is for no-payment of any License Fee installme

Acquisition of Unlicensed Terminal Unit Business
A. In the event Licensee or any of Licensee’s Adfiés Acquires an Unlicensed Terminal Unit

Confidential material which has been omitted afetifseparately with the Securities and Exchanger@isgion.
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Business, Licensee shall, within sixty (60) dayshef Acquisition Date, notify InterDigital Groug) that the Acquisition has occurred
and identify the Unlicensed Terminal Unit Businassl the general nature of the Acquisition, (ii}loé [ ***], providing supporting
documentation together with such notification andnsother information that InterDigital Group maysequently reasonably request,
(iii) of Licensee’s calculation of the [***], proding supporting documentation with such notificatand such other information that
InterDigital Group may subsequently reasonably estjuiv) whether or not Licensee elects to treatSales of Licensed Terminal Ur
by the Unlicensed Terminal Unit Business priortte Acquisition Date as Unlicensed Sales, and (\dthdr or not Licensee elects to
treat Additional Sales with respect to the Unliecah3erminal Unit Business as Unlicensed Sales.

B. If Licensee elects to treat the Sales of Licdnberminal Units by the Unlicensed Terminal Unitdhess prior to the Acquisition Di
as Unlicensed Sales or fails to make the elecebosth in Section 3.3A(iv) above, then such Uatised Sales shall remain Unlicensed
Sales and be treated as unreleased.

C. If Licensee elects to treat the Additional SaledJnlicensed Sales or fails to make the elect@riorth in Section 3.3A(v) above, tt
such Unlicensed Sales shall continue to be tresdddnlicensed Sales. To determine which of therised Terminal Units Sold after t
Acquisition Date constitute Unlicensed Sales, tloeliional Sales shall be [***]. For example, if Aidnal Sales are calculated to be
[***], then the Additional Sales shall be [***].

D. If Licensee elects not to treat the Sales oéhsed Terminal Units by the Unlicensed Terminalt Buoisiness prior to the Acquisition
Date as Unlicensed Sales, as set forth in Sectih 8bove, then Licensee shall, within ninety (88ys of the Acquisition Date, pay to
InterDigital Group a non-refundable royalty of [$6f each such Licensed Terminal Unit Sold, anywharthe world, prior to the
Acquisition Date. Thereafter, such Licensed Termhaits shall be subject to the Section 2.1 licegisat.

E. If Licensee elects not to treat the AdditionaleS as Unlicensed Sales, as set forth in Sect®/k &ove, then Licensee shall pay to
InterDigital Group a non-refundable royalty of [F6f the Licensee’s Licensed Terminal Units Soldywhere in the world, [***].
Average Net Selling Price shall be calculated [**#for example, with respect to a particular cagerglarter, if the average Net Selling
Price for all of Licensee’s and its Affiliates’ ealof [***], Licensee shall pay a quarterly royatif/[***].)

3.4 Acquisition of Licensed Businesses

A. If, and to the extent, Licensee or a LicenseffliAfe Acquires a Licensed Business, (i) the Lised Business’ then-existing patent
license agreement shall continue to apply to thergxhat such agreement provides for the contionatf that agreement following st
an Acquisition, and (ii) the terms of this Agreermpencluding without limitation Sections 3.3 andiB, shall apply as to Licensed
Terminal Units not covered under the entity’s tlexisting agreement.

B. In the event the Licensed Business Sold Licedsdhinal Units not covered under its then-existiggeement, such Licensed
Terminal Units shall be treated in the same maase3ales of Licensed Terminal Units by an UnlicdriiBerminal Unit Business prior
to the Acquisition Date are to be treated. In pattr, Licensee will follow the terms and proceduset forth in Section 3.4 above,
including the notifications and election as to wisetor not to treat such Licensed Terminal Unit§JaBcensed Terminal Units and, to
the extent required above, to pay the additiori&t][royalty to InterDigital Group.

Confidential material which has been omitted atetifseparately with the Securities and Exchanger@ission.
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3.5 PaymentsAll payments owed and/or made under this ArticlesHall be unconditional, irrevocable and -refundable

ARTICLE IV - TERM/TERMINATION

4.1 Term. The term of this Agreement shall commence orHiifiective Date and terminate on December 31, 20fi&ss sooner terminated
as provided hereit

4.2 Termination for Default This Agreement may be terminated by either pantyn thirty (30) days prior written notice, if tbéher party
is in breach of any of its material obligationsénerder and the breach is not remedied within 6@ days of being notified of the
breach in writing. Material obligations of Licensg®all include, but shall not be limited to, ityadty reporting obligations (but only to
the extent any such report is more than fifteen) (Hys late), audit obligations, and payment oliliges (with respect to royalty
payments only, only to the extent any such payrisemtore than fifteen (15) days late). In the evafrd termination of this Agreement
by either party under this Section Licensee shafl [pcensor all amounts accruing hereunder up thmitermination date (including,
without limitation, License Fee installments andfayalties on Sales up until the termination de

4.3 Adverse ActiondDuring the Term of this Agreement, in the eventdnsee or any of its Affiliates desires to activedyticipate as an
adverse party in, or otherwise provides materippsut to, any Action, it will so notify InterDigitaroup in writing. Within sixty
(60) days of InterDigital Group receiving such vt notice, senior level executives of the pastidsmeet in Wilmington, Delaware or
other mutually agreed upon location and periodjcilereafter for a period of not less than oney&Br from the date of the initial senior
level meeting to discuss how and why Licenseesohffiliate intends to participate, in such Actidburing these meetings, Licensee
agrees to provide its arguments and documentatisnpport thereof as to why Licensee or its Affdiaelieves that the Licensed Pat
may be invalid and/or unenforceable, and/or howwahy the scope of the Patents should be limitecbostrued. The parties may agree
to another location for their meeting. In the evieisensee or any of its Affiliates actively parpeites as an adverse party in, or other
provides material support to, any Action, unlesglaims of all Licensed Patents involved in theifie have been declared invalid,
Licensee must pay all of Licensor’s costs assotiatieh the Action, including without limitation tval and attorney’s fees. In addition,
if Licensee or one or more of its Affiliates instiés or actively participates as an adverse partgriotherwise provides material support
to, any Action, all License Fee payments shall bezimmediately due and payable and InterDigitalu@rshall have the right to
immediately terminate this Agreement, in wholeropart.

ARTICLE V - DISPUTE RESOLUTION

5.1 Negotiation of Dispute. In the event of a dispute arising under this &gnent, senior level executives of the parties miket in
Wilmington, Delaware as soon as reasonably pos§ioienot later than sixty (60) days after writtastice of a dispute) and will enter
into good faith negotiations aimed at resolv

*** Confidential material which has been omittedddiiied separately with the Securities and Exchabigemission.
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the dispute. The parties may agree to anotheritwcédr their meeting. If the parties are unabledsolve the dispute in a mutually
satisfactory manner within an additional sixty (6)ys from the date of the senior level meeting,ntatter may be submitted to
arbitration by either party as provided for in $eet5.2 hereof. A dispute concerning the validdyope, enforceability, or infringement
of a patent or a patent claim shall not constitupart of the arbitration.

Arbitration of Disputes|f a dispute arising under this Agreement hashean resolved by the non-binding procedures sttt fio
Section 5.1 within the time periods provided, aitbarty may submit the dispute to arbitration adetéred by the AAA under its AAA
International Rules and as set forth in this Secfide arbitration proceeding shall take place msWington, D.C., in English, before 1
Arbitration Panel. The arbitration shall be commezhand conducted as follow

The parties shall request that the arbitratorglact the arbitration proceeding in an expedigethion in order to complete the
proceeding and render a written decision as sooess®nably possible in light of the nature ofdle@ms, but in no event later than one
(1) year of the date upon which the Arbitration &amas formed under the AAA International Rulese Harties shall use their best
efforts to cooperate with the arbitrators to cortgptbe proceeding and render a decision within suneh(1) year period. Permitted
discovery under si-part €) hereof and times set in any schedulingraidall be limited to achieve a decision within tre year perioc

The Arbitration Panel shall not under any cirstamce consolidate, join or otherwise combine thération proceeding with any other
proceeding or party

The arbitration proceedings shall be governethisyAgreement, by the AAA International Rules,thg procedural arbitration law of
the site of the arbitration, and by the United Biasi Convention on the Recognition and EnforcemgRbeeign Arbitral Awards. The
Arbitration Panel shall determine the matters stésin the dispute in accordance with the subsetdiw of the State of New York
without regard to conflicts of law principles. TAebitration Panel shall decide the issues submétedrbitrators at law only and shall
base its award, and any interim awards, upon tiestef this Agreement and the laws of the Statdex York. The Arbitration Panel
has no power to reform this Agreement except agiged under Section 6.13 here

The Arbitration Panel shall take into accountlayable principles of legal privilege and relagtections, including the confidentiality
of attorney-client communications and attorney-wprduct. No party or witness shall be requiredi&ive any privilege recognized at
law. The Arbitration Panel shall issue orders asoe@ably necessary to protect the confidentiafifgroprietary information, trade
secrets, and other sensitive information disclo

The Arbitration Panel shall have the exclusivtharity to permit requests for the production elevant documents, including
confidential discovery to the extent required lpaaty in order to establish its case. The ArbitnatPanel may order the conduct of the
deposition of, or the propounding of interrogatsrie, such persons who may possess informationaiel¢o the determination of the
claims. The Arbitration Panel shall decide any dispregarding such requests for discovery or tieejaacy of a discovery response by
any party. The parties will be entitled to presginéct, cross, and -direct examination at the hearir

The award of the Arbitration Panel shall be fiaad binding and a party may seek enforcemerti@bivard in any court of competent
jurisdiction. The award of the Arbitration PanebBltlearly set forth the specific dollar amount{§pany, payable by Licensee under
award. Any monetary award shall be payable in ddiars, free of any tax, offset or other deductibhe award and any determination
of the arbitration shall be confidential to thetfs and shall be binding solely on the pari

8
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While dispute resolution proceedings are pendingensee shall continue to timely pay InterDibaoup the Licensee Fee set forth in
Section 3.1 irrespective of whether payment of deethis in dispute. In addition, Licensee shalltoaore to timely pay InterDigital
Group any other undisputed amounts accruing hesruittluding undisputed royalties due under Sec8i@ or 3.4. In the event of an
underpayment of or failure to pay amounts due uttisrAgreement, Licensee shall promptly pay angeupayment together with
interest at the compounded annual rate of [ **§nfrthe dates the payments were due under the tdrthis Agreement. If an
underpayment in excess of the [***] is awarded byAabitration Panel, Licensee shall also pay th&t of the arbitration. In the event
the Arbitration Panel awards InterDigital Group amatary amount, Licensee shall pay such amoumttésDigital Group within the
time period set forth in the award (or if no timeripd is set, within thirty (30) days of the dafdle award), regardless of any appeals.
Furthermore, in the event the Arbitration Panel @santerDigital Group a monetary amount and Lieenfails to pay such amount to
InterDigital Group within the time period set foiththe award (or if no time period is set, withiirty (30) days of the date of the
award), regardless of any appeals, InterDigitaluprmay immediately terminate this Agreement, in letar in part, without resorting
an additional arbitration proceeding to effect tivenination.

ARTICLE VI - MISCELLANEOUS

6.1 PaymentsPayments made pursuant to Sections 3.1, 3.3Bcttlirand indirectly through Section 3.4B), and &h2ll be made by wire

6.2

transfer in U.S. dollars on or before the dategifipd in such Sections. Payments made pursuafittide 3.3E and 3.4A (directly and
indirectly through Section 3.4B) shall be made bgewransfer in U.S. dollars on a quarterly basithiv forty-five (45) days of the end
of the preceding quarterly period. InterDigital Gposhall provide wire transfer instructions in wrif as amended from time to tin

Currency ConversionUnited States Dollar (3US) denominated Saled blealeported as transacted. Other currency deraigdrSales
shall be reported based on the mathematical avéoagign currency to $U.S. conversion rate appliealuring the period over which
Sales are being reported, using the currency exeheates given in the Wall Street Journal — Cuiydirading, Exchange Rates section
(or other agreed to sourc:

6.3 _Royalty Reportd.icensee shall be required to provide InterDig@abup with reports in the event royalties are resglito be paid under

Sections 3.3 and/or 3.4. Within forty-five (45) daafter the end of each calendar quarter, Licesisalk submit a final written report
certified by the Chief Financial Officer (or oth@sponsible officer) of Licensee, setting forth thumntity of each type of Licensed
Terminal Unit(s) Sold and additional informatiorffitient to determine the royalties due for suchdnised Terminal Unit. Such reports
shall be submitted regardless of whether any paymeatue. All such reports shall be held in confice by InterDigital Group. A sam
royalty report setting forth categories of inforinatrequired to be provided will be provided bydridigital Group prior to the due date
for filing of such reports

*** Confidential material which has been omittedddfiled separately with the Securities and Exchaigemission.
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Taxes All payments paid under this Agreement shall beaf taxes, except that, in the event that anyreents under this Agreement
are subject to **], provided that Licensee promptly obtains amdrtsmits to InterDigital Group the proper tax daxdite evidencing th
payments of such tax. In no event shall LGE beamsible for any of InterDigital Group’s United Statincome taxes. Licensee will
cooperate with InterDigital Group in the event hittiggital Group applies for relief (e.g., exemptidm)m such source withholding tax
with the Korean tax authoritie

Confidentiality. Unless otherwise required by law or court ortaaborder, the parties shall maintain as strictyfidential this License
Agreement and any proprietary information disclogeder, or as a result of the negotiation of, tiéense Agreement. Notwithstandi
the foregoing, IDCC and Licensee shall each hageitht to publish and distribute a press releas®ancing the execution of this
License Agreement. Such press release shall cotainames of the parties, the scope and fieltlsedicense, the license duration, and
any other information necessary to satisfy SEC, NA® or other requirements. Each party shall haeeoportunity for advance
review and comment of the other party’s press seleahich comments shall not be unreasonably widhtredelayed. Notwithstanding
the foregoing, the parties agree that InterDigBedup or its Related Companies may (a) provideAlgieement or the contents thereof
in confidence, to other licensees to the extentired by most favored licensee clauses, (b) isqugbéic statement regarding the fact of
the execution of this License Agreement for theehimed Standards or (c) provide any other informatigcessary to satisfy SEC,
NASDAQ or other requirements, which other inforroatshall be subject to advance review and commehtdensee, which commer
shall not be unreasonably withheld or delay

Acknowledgment The license fee and royalties specified in thige®ment are being adopted as a matter of mutaakeoience to the
parties, regardless of which of the Licensed Pataraty be involved, and are freely accepted by #négs to this Agreement as a
reasonable license fee and/or royalty for LiceriBeaninal Units and for the privilege provided Lisee to operate under any or all of
the Licensed Patents, as provided hel

Licensee Identification on Licensed TerminalteinUpon the request of InterDigital Group, Licenskall affix and shall cause its
Affiliates to affix on all product packaging or ingctions (or if practicable, the product itselfladel indicating that the products are
manufactured or sold under license from InterDig&eoup. InterDigital Group may designate certaicelnsed Patents for inclusion on
such label

Audit. Licensee shall (and shall cause its Affiliateskimep books and records (including, without liridta, electronic files) adequate
accurately determine any royalties due under Seso3 and/or 3.4 of this Agreement. The booksrandrds must be retained for at
least five (5) years after the delivery of the Hbyaeport to which they relate. InterDigital Grospall have the right, no more often than
once per calendar year, to inspect during regulaimiess hours all relevant books and records arisee and its Affiliates on seven

(7) business days prior notice. InterDigital Gralyall conduct the audit using an independent éadtipublic accountant that has signed
an appropriate and reasonable nondisclosure agrgevith Licensee. The auditor shall determine ohabieof InterDigital Group the
accuracy of the reports and payments required uhéeeAgreement. In the event of an underpaymenbyilties, Licensee shall
promptly pay any underpayment together with intea¢she compounded annual rate of [***]. If an enpayment in excess of [***] is
discovered, Licensee shall also pay the cost ohtiuit. All information obtained through such awstitill be held in confidence by
InterDigital Group except as necessary to enfdieagreemen

Confidential material which has been omitted afetifseparately with the Securities and Exchanger@isgion.
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6.9 Governing Law/VenueThe validity and interpretation of this Agreemshall be governed by New York law, without regaratonflict
of laws principles. The parties irrevocably congergxclusive jurisdiction of the state and fedelrts in the State of New York.
Process shall be deemed sufficient if served dreefarty by courier service or recognized maiivde service (e.g. U.S. Mail),
postage prepaid, certified or registered, retuceip requested, and addressed as indicated onlpafghis Agreement. The parties
hereby waive any objection as to the sufficiencyhef method of service, if service is made asah herein

6.10 Limited Warranty InterDigital Group represents and warrants thas the right to license the Licensed Patentsrvigital Group
makes no other representation or warranty withreetriathe validity of the Licensed Patents or thiity of Licensee to use,
manufacture, have manufactured or sell Licensethifed Units free of infringement of third party électual property rights.
InterDigital Group shall have no obligation to ntain or prosecute Licensed Patel

6.11 Affiliate Performancelicensee shall be responsible for all actionsiiregl of its Affiliates hereunder and shall be leato InterDigital
Group for any adverse action or failure to perfdaynAffiliates of Licensee hereunde

6.12 Waivers The failure of any party to insist upon the parfance of any of the terms or conditions of thiséegnent or to exercise any
right hereunder, shall not be construed as a warezlinquishment of the future performance of angh term or conditior

6.13 Severability The provisions of this Agreement shall be severand if any of them are held invalid or unenéale, then that
provision shall be construed to the maximum expeminitted by law. The invalidity or unenforcealyildf one provision shall not
necessarily affect any othe

6.14 No Se-off . Licensee agrees and acknowledges that it haighioto, and shall not attempt to, set off amountésmed to be owed based
on any claim that it has or may have in the fumgainst InterDigital Group or any of its Relatedh@@nies against amounts owed
hereunder

6.15 Notices. All notices or other communications required errpitted under this Agreement shall be in writimgl shall be delivered by
personal delivery, or a qualified internationalidely service addressed as indicated on page HisoAgreement, with copy by
facsimile. Facsimiles shall be sent to LicensegB&t2 3777 5151, marked Attn. Executive Vice Presicf Intellectual Property Ceni
and to InterDigital Group at (302) 478-7352 wittpgdo InterDigital Communications Corporation, AttBeneral Patent Counsel at
(610) 878-7843. All such notices shall be deemédideted at the time of delivery, except a facsingtall be deemed delivered at the
time of acknowledgment of deliver

6.16 Limitation. Nothing in this Agreement shall be construed@san agreement to bring or prosecute actionsiagtiird-party infringers
of the Licensed Patents; (b) conferring any licemrseght under any patent other than the LicerR&énts; or (c) conferring any right to
use the Licensed Patents outside the field of efiaetl by the license grant of this Agreem

6.17 Personal Agreementhis Agreement is personal to Licensee and mapeassigned or transferred, nor may any licenseted
hereunder be assigned or transferred, whether &atipn of law or otherwise, and any attempt to enaky such assignment or transfer
shall be null and void; provided, however, this égment may be transferred in connection with thee afaall or substantially all of the
business or assets of Licensee to which this Ageaénelates. If Licensee remains a separate aftity such acquisition, then the
acquiring entity shall continue to pay the licefese installments, at the sole discretion of Intgifail Group, either (a) under the terms
this Agreement or (b) under the terms of any lieemgreement between InterDigital Group and theidgoguentity that may apply to
such acquired company. If Licensee does not rema@parate corporate entity, or if production faed of
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Licensee are merged into the acquiring companyerds its subsidiaries, then the acquiring entitgliscontinue to pay the license fee
installments under the terms of this Agreementdnly the Sales attributable to Licensebusiness prior to such merger shall be de:
licensed hereunder. The licenses granted heretmdiérensee shall survive any transfer by operatibiaw or otherwise of the
Licensed Patents or this Agreement by InterDigiadup.

6.18 Entire Agreement/Amendmenito the extent Licensee is licensed under a padent license agreement with InterDigital Group fo
products other than the Licensed Terminal Unitthis Agreement, the prior patent license agreersieall remain in full force and effe
as to those differing standards and/or productsh&aextent Licensee was licensed to sell Liceflgthinal Units under a prior
licensing agreement, the terms of the prior agregsigall continue to apply up to the Effective Ddieall other respects this Agreem
contains the complete and final agreement betwseparties, and supersedes all previous undersggs)dielating to the subject matter
hereof whether oral or written. This Agreement roaly be modified by a written agreement signed bly éduthorized representatives
of the parties

6.19 Survivd. The following provisions of this Agreement shsllirvive expiration or termination of this Agreeme®ection 2.1 (the last
sentence as to GSM paid-up license grant only)Yi@e2.3 (non-assert limited only to activities aagng prior to the termination),
Article 1l (license fee and additional royaltie§ection 4.3 (the last two sentences only), Articl@ispute resolution), and Sections ¢
6.2,6.4,6.5,6.6,6.8,6.9,6.11, 6.12, 6.134 66116, 6.17, 6.18 (miscellaneoL

IN WITNESS WHEREOF , the parties have executed this Agreement by theéyr authorized representatives.

InterDigital Technology Corporation LG Electronics Inc.

By:  /s/ William J. Merritt By: _/s/Jeong Hwan Le
Name William J. Merritt Name Jeong Hwan Le
Title: Presiden Title: EVP

Dated January 18, 200 Dated 1/18/06

Tantivy Communications, Inc.

By /s/ William J. Merritt

Title: Presiden

Dated January 18, 200

IPR Licensing, Inc.

By /s/ William J. Merritt

Title: Presiden

Dated January 18, 200
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EXHIBIT 31.1

CERTIFICATION OF PRESIDENT AND CHIEF EXECUTIVE OFFI CER
OF
INTERDIGITAL COMMUNICATIONS CORPORATION

[, William J. Merritt, President and Chief Execw@i®fficer, InterDigital Communications Corporatiaertify that:
1. I have reviewed this Quarterly Report on Forr-Q of InterDigital Communications Corporatic

2. Based on my knowledge, this report does notaiomny untrue statement of material fact or omitate a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisieading with respect to
the period covered by this repc

3. Based on my knowledge, the financial statemeamd,other financial information included in théport, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presente(
this report;

4.  The registran$ other certifying officer and | are responsibledetablishing and maintaining disclosure contawmid procedures (
defined in Exchange Act Rules 13a-15(e) and 15&))54nd internal control over financial reportifag defined in Exchange Act
Rules 13-15(f) and 15(c-15(f)) for the registrant and ha

a) Designed such disclosure controls and proceduresused such disclosure controls and procedaotes designed under
our supervision, to ensure that material informatielating to the registrant, including its condatied subsidiaries, is made
known to us by others within those entities, pattdy during the period in which this report isiige prepared

b) Designed such internal control over financiglaiing, or caused such internal control over faiakhreporting to be
designed under our supervision, to provide readeragsurance regarding the reliability of financégorting and the
preparation of financial statement for externalpgmses in accordance with generally accepted acioguptinciples;

C) Evaluated the effectiveness of the registsadisclosure controls and procedures and presemtads report our conclusio
about the effectiveness of the disclosure contints procedures as of the end of the period coveyébis report based on
such evaluatior

d) Disclosed in this report any change in the tegig’s internal control over financial reportirtgat occurred during the
registrant’s most recent fiscal quarter (the regits fourth fiscal quarter in the case of an annyabrrg that has materiall
affected, or is reasonably likely to materiallyesftf, the registra’s internal control over financial reporting; &

5.  The registrant’s other certifying officer antdve disclosed, based on our most recent evaluatioernal control over financial
reporting, to the registrant’s auditors and todhdit committee of the registrant’s board of dioest(or persons performing the
equivalent functions)

a) All significant deficiencies and material weakses in the design or operation of internal corttvelr financial reporting
which are reasonably likely to adversely affectbgistrant’s ability to record, process, summaaizd report financial
information; anc

b) Any fraud, whether or not material, that invaveanagement or other employees who have a signifiole in the
registran’'s internal control over financial reportir

Date: May 10, 2006 /sl WiLLIAM J. MERRITT
William J. Merritt
President and Chief Executive Officer




EXHIBIT 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
OF
INTERDIGITAL COMMUNICATIONS CORPORATION

I, Richard J. Fagan, Chief Financial Officer, Imégital Communications Corporation, certify that:

1.
2.

| have reviewed this Quarterly Report on Forr-Q of InterDigital Communications Corporatic

Based on my knowledge, this report does notadoriny untrue statement of material fact or om#taite a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisieading with respect to
the period covered by this repc

Based on my knowledge, the financial statemeamd,other financial information included in théport, fairly presentin all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presente(
this report;

The registrang other certifying officer and | are responsibledstablishing and maintaining disclosure contamld procedures (
defined in Exchange Act Rules 13a-15(e) and 15&))54nd internal control over financial reportifag defined in Exchange Act
Rules 13-15(f) and 15(c-15(f)) for the registrant and ha

a) Designed such disclosure controls and proceduresused such disclosure controls and procedaotes designed under
our supervision, to ensure that material informatielating to the registrant, including its condatied subsidiaries, is made
known to us by others within those entities, pattdy during the period in which this report isiige prepared

b) Designed such internal control over financiglaiing, or caused such internal control over faiakhreporting to be
designed under our supervision, to provide readeragsurance regarding the reliability of financégorting and the
preparation of financial statement for externalpgmses in accordance with generally accepted acioguptinciples;

C) Evaluated the effectiveness of the registsadisclosure controls and procedures and presemtads report our conclusio
about the effectiveness of the disclosure contints procedures as of the end of the period coveyébis report based on
such evaluatior

d) Disclosed in this report any change in the tegig’s internal control over financial reportirtgat occurred during the
registrant’s most recent fiscal quarter (the regits fourth fiscal quarter in the case of an annyabrrg that has materiall
affected, or is reasonably likely to materiallyesftf, the registra’s internal control over financial reporting; &

The registrant’s other certifying officer antdve disclosed, based on our most recent evaluatimernal control over financial
reporting, to the registrant’s auditors and todhdit committee of the registrant’s board of dioest(or persons performing the
equivalent functions)

a) All significant deficiencies and material weakses in the design or operation of internal corttvelr financial reporting
which are reasonably likely to adversely affectbgistrant’s ability to record, process, summaaizd report financial
information; anc

b) Any fraud, whether or not material, that invaveanagement or other employees who have a signifiole in the
registran’'s internal control over financial reportir

Date: May 10, 2006 /sl R.J. FAGAN

Richard J. Fagan
Chief Financial Officer



EXHIBIT 32.1

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the accompanying Quarterly ReparForm 10-Q of InterDigital Communications Corgiion (the “Company”) for
the quarter ended March 31, 2006, as filed withS&eurities and Exchange Commission on the daeohé&he “Report”), I, William J.
Merritt, President and Chief Executive Officer bétCompany, hereby certify, pursuant to 18 U.Secti8n 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002, that

(1) The Report fully complies with the requiremeatsSSection 13(a) or 15(d) of the Securities Ex@®Act of 1934, as amended; and

(2) The information contained in the Report faplgsents, in all material respects, the finana@aldition and results of operations of
Company.

Date: May 10, 2006 /sl WiLLIAM J. MERRITT
William J. Merritt
President and Chief Executive Officer




EXHIBIT 32.2

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the accompanying Quarterly ReparForm 10-Q of InterDigital Communications Corgiion (the “Company”) for
the quarter ended March 31, 2006, as filed withS&eurities and Exchange Commission on the daeohé&he “Report”), I, Richard J.

Fagan, Chief Financial Officer of the Company, bgreertify, pursuant to 18 U.S.C. Section 1350adspted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requiremeatsSection 13(a) or 15(d) of the Securities Exg®Act of 1934, as amended; and

(2) The information contained in the Report faplgsents, in all material respects, the finana@aldition and results of operations of
Company.

Date: May 10, 2006 /sl R.J. FAGAN

Richard J. Fagan
Chief Financial Officer




