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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
2G

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

2.5G

A generic term usually used in reference to futitegrated voice and data digital wireless devid¢&siag 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 cédipablong 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 corduesubtracting 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 tedlbgies (i.e., TIA/EIA-95 and cdmaOne). The CDMAily includes, without
limitation, CDMA2000 1x, CDMA 1xEV-DO, CDMA2000 1XEDV 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 equipbetween two given points through which an eleattirrent may be established.
Digital

Information transmission where the data is represkim discrete numerical form.

Digital Cellular

A cellular communications system that uses overaihéligital transmission.



EDGE

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

FDMA

“Frequency Division Multiple Access.” A techniquehich 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-basedegsecommunications 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, #fjiedly developed to provide
system compatibility across country boundaries.

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

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.

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.

TIA/EIA-95
A 2G CDMA standard.



TIA
The Telecommunications Industry Association.

UMTS

“Universal Mobile Telecommunications System.” Thar&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 circuit clwétl capabilities. A 3G technology.

Wideband
A communications channel with a user data ratedrigfiian a voice-grade channel; usually 64Kbps tbf2i



INTERDIGITAL COMMUNICATIONS CORPORATION AND SUBSIDI
PART | — FINANCIAL INFORMATION

Item 1. CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

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 ASSETS

TOTAL ASSETS
LIABILITIES AND SHAREHOLDERS '’ EQUITY

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

LONG-TERM DEBT

LONG-TERM DEFERRED REVENUE
OTHER LONG-TERM LIABILITIES
TOTAL LIABILITIES

COMMITMENTS AND CONTINGENCIES

SHAREHOLDERY¢ EQUITY:

Common Stock, $.01 par value, 100,000 shares am#fihi63,409 and 60,537 shares issued and

53,521 and 54,032 shares outstant
Additional paic-in capital
Retained Earnings (Accumulated defic
Accumulated other comprehensive I

(unaudited)

Treasury stock, 9,888 and 6,506 shares of commiohalieost

Total shareholde’ equity

TOTAL LIABILITIES AND SHAREHOLDERS EQUITY

The accompanying notes are an integral part okteegements.
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ARIES
ARIES
DECEMBER 31,
JUNE 30,

2006 2005
$228,89 $ 27,87
107,94« 77,83
115,08« 19,53+
46,50: 42,10:
14,24¢ 8,37(
512,67 175,71
12,64: 10,66(
65,42 59,51¢
16,46¢ 48,68
11,36¢ 4,96¢
105,89 123,82:
$618,57 $ 299,53
$ 368 $ 35C
9,187 7,16¢
7,67¢ 17,04(
104,29° 20,05¢
7,99: 16C
8,30z 5,76¢
137,81¢ 50,53¢
1,381 1,572
172,23 71,19:
3,58¢ 1,92¢
315,02 125,22:
634 605
423 61! 377,64t
73,46 (109,83¢)
(189) (192)
497,52 268,22.
193,97 93,90¢
303,55 174,31
$618,57 $ 29953




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

(unaudited)
FOR THE THREE MONTHS FOR THE SIX MONTHS
ENDED JUNE 30, ENDED JUNE 30,
2006 2005 2006 2005
REVENUES $ 296,617 $ 38,60 $ 348,22 $74,09¢
OPERATING EXPENSES
Sales and marketir 1,561 1,537 3,38 3,817
General and administrati 5,69t 5,917 10,71¢ 12,47¢
Patents administration and licens 12,80« 10,08( 22,78¢ 21,325
Developmen 15,88 14,92: 31,89 31,09
35,947 32,45( 68,78 68,71¢
Income from operatior 260,67( 6,151 279,43¢ 5,38
OTHER INCOME:
Interest and investment income, 3,914 677 5,422 1,467
Income before income tax 264,58 6,82¢ 284,86 6,84¢
INCOME TAX PROVISION (94,227) (2,819 (101,559 (3,720
NET INCOME APPLICABLE TO COMMON SHAREHOLDER! $ 170,36 $ 4,011 $ 183,30: $ 3,12¢
NET INCOME PER COMMON SHARE- BASIC $ 3.1 % 007 $ 3.3¢ $ 0.0¢€
WEIGHTED AVERAGE NUMBER OF COMMON SHARES OUTSTANDIH -

BASIC 54,397 53,64: 54,59( 54,34+
NET INCOME PER COMMON SHARI- DILUTED $ 29¢ % 007 $ 3.2 $ 0.0f
WEIGHTED AVERAGE NUMBER OF COMMON SHARES OUTSTANDIH -

DILUTED 57,12¢ 56,79( 57,35¢ 57,79¢

The accompanying notes are an integral part oktetements.
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INTERDIGITAL COMMUNICATIONS CORPORATION AND SUBSIDI  ARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)

(unaudited)
FOR THE SIX MONTHS
ENDED JUNE 30,
2006 2005
CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 183,30: $ 3,12¢
Adjustments to reconcile net income to net caskigea by operating activitie:
Depreciation and amortizatic 6,69: 5,49:
Deferred revenue recogniz (100,936 (28,795
Increase in deferred reven 286,21 35,10¢
Deferred income taxe 27,81 4,93:
Non-cash compensatic 2,92¢ 5,23:
Increase in deferred charg (9,870 (34
Other (14) (89)
(Increase) decrease in ass
Receivable! (95,55() (3,959
Other current asse (2,35)) 1,04z
Increase (decrease) in liabilitie
Accounts payabl 1,88¢ 151
Accrued compensatic (7,139 (1,989
Accrued taxes payab 7,67C —
Other accrued expens 2,56¢ (17¢)
Net cash provided by operating activit 303,22( 20,04¢
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of shterm investment (96,12¢) (81,620
Sales of sho-term investment 65,99: 109,73t
Purchases of property and equipm (4,489 (3,01
Capitalized patent cos (9,972 (8,607
Acquisition of patent: — (8,050
Net cash (used) provided by investing activi (44,597 8,44¢
CASH FLOWS FROM FINANCING ACTIVITIES
Net proceeds from exercise of stock options andamés and employee stock purchase | 28,31¢ 1,91(
Payments on lor-term debt, including capital lease obligati (172 (161
Repurchase of Common Stc (100,06 (34,08%)
Tax benefit from stock optior 14,317 —
Net cash used by financing activiti (57,60¢6) (32,33¢)
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENT 201,02: (3,839
CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOI 27,87 15,737
CASH AND CASH EQUIVALENTS, END OF PERIOI $ 228,89 $ 11,89¢

The accompanying notes are an integral part okteegements.
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INTERDIGITAL COMMUNICATIONS CORPORATION AND SUBSIDI ARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
June 30, 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 subsidiariesegfed to as “InterDigital,” the “Company,” “we,” &l and “our”) as of June 30, 2006, and the
results of our operations and cash flows for thedgtand six months ended June 30, 2006 and 20@5addompanying 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 pipless. 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 anatftange Commission (SEC) on March 14, 2006. Theltseef operations for interim
periods are not necessarily indicative of the tegol be expected for the entire year. We haverepertable 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 amoum&s been changed to conform to the current perieseptation.

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 Companyptdbthe accounting provisions of SFAS No. 123 ative January 1, 2006. SFAS
No. 123(R) replaces SFAS No. 1:Accounting for Stock - Based Compensatiand supersedes Accounting Principles Board (ABPghion
No. 25,Accounting for Stock Issued to EmployeAs originally issued in 1995, SFAS No. 123 edtdtdd as preferable the fair-value-based
method of accounting for share-based payment tctiosa with employees. However, that Statement fisrchentities the option of
continuing to apply the guidance in APB Opinion 126, as long as the footnotes to financial statesn@isclosed what net income would
have been had the preferable fair-value-based mdtben used. We have elected to adopt the newusieg the modified-prospective
method. Under the modified prospective method,rgériods are not revised for comparative purpoBes.adoption of SFAS No. 123(R) «
not have a material impact on our statement ofaijmers. As a result of the application of this sanal, in our consolidated statement of cash
flows for the six months ended June 30, 2006, wssified a $14.3 million tax benefit associatedwiite exercise of stock options within c
flows from financing activities. Prior to the admpt of SFAS No. 123(R) we classified such tax bi#sgif any, within cash flows from
operating activities.

SFAS No. 123(R) requires that compensation coatingl to shardsased payment transactions be measured based fairthalue of th
instruments issued. SFAS No. 123(R) covers a vadge of share-based compensation arrangementdiimglshare options, restricted share
plans, performance-based awards, share apprecigjfits and employee share purchase plans. SFA328¢R) further requires that share-
based compensation expense be based on the atardgaly expected to vest. This is accomplisheddnjucing the compensation expense
for estimated forfeitures. Forfeitures must beneated at the time of grant and revised, if necgssasubsequent periods if actual forfeitures
differ from those estimates. Prior to the adoptiéSFAS No. 123(R), we recorded forfeitures in pleeiod in which they occurred.

On November 10, 2005, the FASB issued FASB Stafftlm No. SFAS No. 123(RJ},ransition Election Related to Accounting for the
Tax Effects of Share-Based Payment Awatdisder this pronouncement, we have until Decerlb86 to elect, as provided in this
pronouncement, an alternative transition methoaébeulating the tax effects of shavased compensation pursuant to SFAS No. 123(R)
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 resulting from share-based compensatmfess than the related book expense) recogeideskquent to the adoption of SFAS
No. 123(R). We did not incur any net tax shortfallshe six months ended June 30, 2(

During the three and six months ended June 30,,200@ssued the following share-based awards (shises in thousands):

Three Six

months months
Restricted Stock Units (RSU 25 194
Restricted Stoc — 17
Common Stocl — 24
Total shar-based award 25 23¢

During first half 2006, we granted RSUs to all noahagement personnel and newly hired or promotedbrass of management under
our Long-Term Compensation Program (LTCP). RSU$ eitlser incrementally or in-full over three yearshject to applicable plan and
program terms. During first half 2006, we also e$ghares of Restricted Stock to our executiveef§i and other key management personnel
as part of their 2005 annual bonus. These sharesfully vested when granted but may not be transtefor two years. We issued Common
Stock in first half 2006 primarily for our 2005 fitcsharing contribution to eligible employees under Savings and Protection Plan (Savi
Plan). We also issued Common Stock as part of tregany’s “employer match” under the Savings Pldrar8s issued into employee
accounts under the Savings Plan vest in accordaiticghe terms of the Savings Plan, are transferatib other investment electives under
the Savings Plan, and cannot be redeemed untilogmmgint with the Company terminates. We valued @the above share-based awards at
the fair market value of our Common Stock on thee d@é grant.

We have estimated forfeiture rates for RSUs culygranted at between 0% and 5%, depending upogrthe receiving the grant and
the specific terms of the award issued. We recoedemtiuction in operating expenses for the cunudadffect of a change in accounting
principle of less than $0.2 million upon adoptidhis cumulative effect adjustment was recordedpiayaan estimated forfeiture rate of 3%
the unvested RSUs which had been issued undef&-2007 cycle of our LTCP and which remained uteceand outstanding at
December 31, 2005.

In second quarter 2006 and 2005, we recorded dizmed compensation expense of $1.6 million and®ilibn, respectively. In first
half 2006 and 2005, we recorded share-based compemexpense of $2.9 million and $5.2 million,pestively. The majority of this
expense, for all time periods in both years, relaeRSU awards granted to managers under our LTCP.

Share-based compensation prior to January 1, 2006

Prior to the adoption of SFAS No. 123(R), we acdedrior shardsased employee compensation under the recognitidmegasureme
principles of APB Opinion No. 25, and related ipretations. No stock-optiobased employee compensation cost was reflecteet imcome
as all effected options had an exercise price eguile market value of the underlying Common Stmckhe date of grant. However,
compensation expense was recognized related toid®edtStock and RSU grants. The following tabliesirates the effect on net income and
earnings per share if we had applied the fair vedgegnition provisions of SFAS No. 123, to stogkion-based employee compensation for
the three and six months ended June 30, 2005dirsénds, except per share data):

Three Six

months Months
Net income applicable to common sharehol— as reporte! $ 4,011 $ 3,12¢
Add: Stocl-based employee compensation expense includeddnteepnet incom: 2,307 4,97¢
Deduct: Total stock-based employee compensatioaresgpdetermined under fair value

based method for all awar (3,459 (7,109

Net Tax Effect 392 724
Net income applicable to common sharehol«~ pro forma $ 3,251 $1,72¢
Net income per shar as reporte«~ basic 0.07 0.0€
Net income per shar as reporte« diluted 0.07 0.0t
Net income per shar pro forma- basic 0.0¢ 0.0z
Net income per shar pro forma— diluted 0.0¢ 0.02



The fair value of each option grant in 2005 wagwsied on the date of grant using the Black-Schopg®n pricing model with the
following weighted-average assumptions:

Three months Six months
Expected option life (in year: 4.¢ 4.9
Risk-free interest rat 3.£% 3.€%
Volatility 80% 80%
Dividend yield — —
Weighted average fair valt $ 12.3¢ $ 12.52

New Accounting Pronouncements

In May 2005, the FASB issued SFAS No. 1B4¢ounting 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 practieatdte, as the required method of accounting fdraeporting a change in accounting principle
or the correction of an error. SFAS No. 154 isdffe for accounting changes and corrections afrenmade 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 or cash flows.

In July 2006, the FASB issued Interpretation Ng.A&ounting for Uncertainty in Income Taxes, anfiptetation of FASB Statement
No. 109(FIN 48). FIN 48 clarifies the accounting for un@énty in income taxes recognized in an entity'gficial statements in accordance
with SFAS No. 109Accounting for Income Taxedy prescribing the minimum recognition threshatdl measurement attribute a tax pos
taken or expected to be taken on a tax returrgigired to meet before being recognized in the firgrstatements. FIN 48 also provides
guidance on derecognition, measurement, classditanterest and penalties, accounting in intgpeniods, disclosure and transition. We are
currently evaluating the impact of FIN 48, whichghbe implemented effective January 1, 2007.

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

In April 2006, InterDigital Communications Corpdt (IDCC) and InterDigital Technology Corporati@iC) entered into agreemet
with Nokia Corporation (Nokia) which resolved cémtéegal proceedings between them. SpecificallgnimArbitration Settlement Agreement,
the parties resolved their disputes arising ouhefJune 2005 International Court of Arbitratiortted International Chamber of Commerce
(ICC) Arbitration Tribunal Award, which related the January 1999 Patent License Agreement (theaNdkense Agreement) between the
parties. Pursuant to the UK Settlement AgreemeokjaNdismissed its claims under Claim No. HC04 CGi?L% proceeding that Nokia
instituted in June 2004 against ITC in the High @atfi Justice of England and Wales, Chancery DivisPatents Court, seeking to challenge
three 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 Agreemdm, Klokia License Agreement was terminated.

We recognized $228 million of revenue related ® Alnbitration Settlement Agreement in second qu&®®6 and will recognize $12.5
million in each of the third and fourth quartertiof year.

LG ElectronicsInc.

In January 2006, IDCC'’s patent holding subsidiaeietered into a worldwide, non-transferable, nockesive, patent license agreement
with LG Electronics Inc. (LG). The five-year patdicense agreement, effective January 1, 2006,rsahe sale, both prior to January 1, 2006
and during the five-year term, of terminal unitengdiant with all TDMA-based 2G standards (includifigh-136, GSM, GPRS, and EDGE)
and all 3G standards (including WCDMA, TD-SCDMA ardina200® technology and its extensions), and infrastrucfuoslucts compliant
with cdma200@® technology and its extensions up to a limited thoéd amount, under all patents owned by us pri@mo during the term of
the license. At the end of the five-year term, L@ meceive a paid-up license to sell single-mod8MBGPRS/EDGE terminal units under the
patents included under the patent license agreement

Under the terms of the patent license agesd, LG paid us the first of three equal instalitseof $95 million in first quarter 2006. The
remaining two installments are due in first quag@®7 and 2008, respectively. We have recordeddbend installment of $95 million in bc
accounts receivable and deferred revenue at Jurz086, in accordance with our policy to recognmizeeivables that are due within twelve
months. We are recognizing the revenue associatadhis agreement on a straight-line basis franiriteption through December 31, 2010.
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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 agregnvee will also assist Philips with chip
design and development, software modification arstlesn integration and testing to implement our HED€&chnology solution into the
Philips chipset. Subsequent to the delivery ofipog of our HSDPA technology solution, we agreegdrvide Philips with support and
maintenance over an aggregate estimated perioppobxmately 2 years.

In December 2004, we entered into an agreement@stheral Dynamics C4 Systems (formerly known ase@d Dynamics Decision
Systems, Inc.) (General Dynamics), to serve adeacsuractor on the Mobile User Objective System (&) program for the U.S. military.
MUQOS is an advanced tactical terrestrial and saelbmmunications system utilizing 3G commercglludar technology to provide
significantly improved high data rate and assur@dmunications for U.S. warfighters. The Softwaredrise Agreement (SLA) required us to
deliver to General Dynamics standards-compliant Wi2Dmodem technology, originating from the technglage 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 June 30,,2@86ecognized related revenue of approximateB:Gmillion using the percentage-of-
completion method, including $1.2 million and $&dlion in the three and six months ended June2B06, respectively. Our accounts
receivable at June 30, 2006 and December 31, 2@0%died unbilled amounts of $6.3 million and $4.illiom, respectively. We expect to bill
and collect such amounts within twelve months ahe&spective balance sheet date.

Acquisition of Patents

In first half 2005, we acquired, for a purchase@f approximately $8.1 million, selected pateimtgllectual 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 assigtsannominal amount being allocated to
other assets. Based on our assessment in connedtiothe asset acquisition, we are amortizing eéhggtents over their expected useful lives
of approximately 15 years.

3. INCOME TAXES:

During first half 2006, our effective tax rate d&8.3% consisted of the statutory federal tax ratkthe recognition of $1.8 million of
foreign tax expense related to foreign source wattihg tax payments made in prior years. Duringtfiralf 2006, we paid $28.5 million and
accrued $15.7 million of foreign source withholdtages and established corresponding deferredssetarelated to foreign tax credits that
we expect to utilize to offset future U.S. fedérmlome taxes.

Excluding any prospective recognition of additioted credits, we expect to provide for income taxesr the balance of 2006 at a rate
equal to our combined federal and state effectes; which would approximate 35% to 37% underesurtax laws, plus an amount for
deferred foreign source withholding tax expensdcivis dependent, in part, upon licensee royalppres. Our future book tax expense may
also be affected by charges associated with amgdiased tax shortfalls that may occur under SFAS1R3(R). However, we cannot predict
if, when, or to what extent this will affect ourtfe tax expense. If, in the course of future tiaping, we identify tax saving opportunities
that entail amending prior year returns in ordefutty avail ourselves of credits that we previgusbnsidered unavailable to us, we will
recognize the benefit of the credits in the penodhich they are both identified and quantifiediexo the incremental contributions to
taxable income from a first quarter 2006 licenseeament with LG and second quarter 2006 disputdutsn with Nokia, we expect to
utilize the majority of our NOLs and make cash payments associated with our projected 2006 taxabtame. As a result, in second quarter
2006, we made an estimated payment of $23.0 milberard our 2006 federal income taxes.

Under Internal Revenue Code Section 382, the atiim of a corporation’s NOL carryforwards is lietit following a change in
ownership (as defined by the Internal Revenue Coflg)eater than 50% within a three-year periodt i determined that prior equity
transactions limit our NOL carryforwards, the anrinaitation will be determined by multiplying thmarket value on the date of ownership
change by the federal long-term tax-exempt rate. &nount exceeding the annual limitation may beiedforward to future years for the
balance of the NOL carryforward period.

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@035a result of these limitations, we will not Hadeto utilize all of our NOL
carryforwards to offset our U.S. federal tax liétiin 2006. If we experience an additional moraftF60% cumulative ownership change, the
full amount of the NOL carryforward may become sabjto annual limitation under IRC Section 382.

Based on judgments associated with determiningutimeial limitation applicable to us under InternavBnue Code Section 382, we did
not include all NOL carryforwards in the computatiof our gross deferred tax assets. We also exdlfrden this computation a portion of t
federal research and experimental credits thatleagvailable to us based upon estimates of thediadit that may be realized. Had we
included all federal NOL carryforwards and reseaact



experimental credits in the computation of grodeided tax assets, our gross deferred tax assétmat30, 2006 and December 31, 2005
would have been approximately $10 million greater.

4. INCOME PER SHARE:
The following table sets forth a reconciliationtbé shares used in the basic and diluted net inga@nsehare computations:

(In thousands, except per share data)

Three Months Ended June 30, 2006 Three Months Ended June 30, 2005
Income Shares Per-Share Income Shares Per-Share
(Numerator) (Denominator) Amount (Numerator) (Denominator) Amount
Income per shar- basic:
Income available to Common Shareholc $ 170,36 54,397 $ 3.1t $ 4,011 53,64: $ 0.07
Effect of dilutive options, warrants and restrictdck
units — 2,731 (0.15) — 3,14¢ —
Income per shar- diluted:
Income available to Common Shareholders + dilt
effects of options, warrants and restricted stoc
units $ 170,36 57,12¢ $ 2.9¢ $ 4,011 56,79C $ 0.07
Six Months Ended June 30, 2006 Six Months Ended June 30, 2005
Income Shares Per-Share Income Shares Per-Share
(Numerator) (Denominator) Amount (Numerator) (Denominator) Amount
Income per shar- basic:
Income available to Common Shareholc $ 183,30: 5459( $ 33¢ $ 3,12¢ 54,34 $ 0.0€
Effect of dilutive options, warrants and restrictdck
units — 2,76¢ (0.16) — 3,45¢ (0.07)
Income per shar- diluted:
Income available to Common Shareholders + dilt
effects of options, warrants and restricted stoc
units $ 183,30: 57,35¢ $ 3.2C $ 3,12¢ 57,79¢ $ 0.0t

For the three and six months ended June 30, 2@@i6Nns to purchase approximately 0.6 million and@illion shares of Common
Stock, respectively, were excluded from the comjmrieof diluted earnings per share because theceseeprices of these options were greater
than the weighted-average market price of our Com8tock during this period and, therefore, thefieafwould have been anti-dilutive.

For the three and six months ended June 30, 2@@ibns to purchase approximately 2.1 million ar@lrillion shares of Common
Stock, respectively were excluded from the companadf diluted earnings per share because the iseerc
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prices of these options were greater than the wedzverage market price of our Common Stock during pleiriod and, therefore, their eff
would have been anti-dilutive.

5. LITIGATION AND LEGAL PROCEEDINGS
Nokia

In April 2006, InterDigital Communications Corpdt (IDCC) and ITC entered into agreements with iddBorporation (Nokia)
which resolved certain legal proceedings betweemttSpecifically, in an Arbitration Settlement Agneent, 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 Patergrhse Agreement between the parties (the Nokia kedgreement). Pursuant to the UK
Settlement Agreement, Nokia dismissed its claingentClaim 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 Agreememd, Klokia License Agreement was terminated.

Pursuant to the UK Settlement Agreement, Nokiawittsdrawn its challenge before the High Court ia thK 2G Proceeding. In
consideration for the discontinuance of the UK 2GcBeding, InterDigital agreed (i) not to assedinagt Nokia the three patents (and related
non-UK counterparts) involved in that proceedinu &i) Nokia will have a paid-up license for siaginode 1S-95 products. The paid-up
license and the covenant not to assert becameieffepon the discontinuance of the UK 2G Procegdind Nokia’'s withdrawal of its
opposition to a related UK amendment applicatiothenUK 2G Proceeding, both of which have occurred.

Nokia UK Proceeding

In July 2005, Nokia filed a claim in the High Coagainst ITC. Nokia's claim seeks a declaration #of ITC’'s UMTS European
patents registered in the UK are not essentialfti?lhe 3GPP standard using a definition of “edadityt” asserted by Nokia. ITC contends
that 24 of these patents are essential under aititafi of “essentiality” asserted by ITC. In Ap#AD06, a hearing was held to contest the
jurisdiction of the High Court to hear the caseb&quently, the High Court denied I's claim as to jurisdiction. ITC has appealed the
decision as to jurisdiction to the English Courpipeal which has scheduled a hearing for Novergbe6. We intend to vigorously defend
the claim as to essentiality and are continuingaiotest Nokia’s claim for declarations in the Higburt. A trial date for the action has been
set for a date not before October 15, 2007, athvtime the High Court will rule on the definitior ‘@ssentiality”.

Nokia Delaware Proceeding

In January 2005, Nokia and Nokia, Inc. filed a ctairg in the United States District Court for théstict of Delaware against IDCC
and ITC for declaratory judgments of patent invigfidnd 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 DisttCourt 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 (MF)se in its 1996 patent licer
agreement with ITC (Samsung Agreement), to haveitalty obligations commencing January 1, 2002@rGSM/TDMA and 2.5G
GSM/GPRS/EDGE wireless communications productsaterthined in accordance with the terms of the Naldanse Agreement, including
its MFL provision. In March 2003, ITC notified Saumgy that such Samsung obligations had been deffipeide relevant licensing terms of
the Ericsson Agreement (for infrastructure produatsl the Sony Ericsson Agreement (for terminal praducts) as a result of the MFL
provision 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, IDG®d ITC claim that the Ericsson Agreement and threyEricsson Agreement define the
financial terms under which Samsung is requiregiay royalties on its worldwide sales of 2G GSM/TDMAd 2.5G GSM/GPRS/EDGE
products commencing January 1, 2002 through Dece8&1he2006. IDCC and ITC also seek a declaratianttie parties’ rights and
obligations are governed by the Samsung Agreemedtthat the Nokia License Agreement dictates 8aljsung’s royalty obligations and
most favored licensee rights for those TDMA produittensed under the Samsung Agreement. In theaibn, Samsung has claimed tha
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 Agreenaehtthat Samsung is now licensed
to IDCC’s CDMA patents, including its 3G patentsthe 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 Nokia LiceAgeeement.

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

Samsung also has asserted that depending on hastitr@tion panel decides the arbitration matt8esmnsung can: (i) pursuant to a
purported “conditional election” made by Samsungune 2006, substitute the royalty rates undeNthieéa License Agreement for a royalty
rate that Samsung purports to derive from the Nékktration Settlement Agreement or, alternativ@lyelect a subsequent MFL event via
the terms of the Samsung Agreement. We disagréeSaimsung’s position.

Federal

In October 2003, Federal Insurance Company (Fed#nal insurance carrier which provided partiahmeirsement to the Company of
certain legal fees and expenses for the now-sditigdtion 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 arumasice reimbursement agreement (Agreement) requsrés reimburse Federal
approximately $28.0 million for attorneys’ fees axgpenses it claims were paid by it. Additionallpder certain circumstances, Federal may
seek to recover interest on its claim. In Noveni@3, the Company filed an action in United St&estrict Court for the Eastern District of
Pennsylvania (the Court) seeking a declaratorymatg that the reimbursement agreement is void aedforceable, seeking reimbursement
of attorneys’ fees and expenses which have not t@erbursed by Federal and which were paid dirdnflyhe Company in connection with
the Ericsson Inc. litigation, and seeking damage$-€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 Comgemy Ericsson Inc. pursuant to the
settlement of the litigation involving Ericsson Iieederal 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 andnsgs¢ is enforceable, but did not address whetbderal is entitled to recover any legal
fees and expenses. Also, the Court reserved teitiane 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 iptheess of preparing for arbitration. A hearingedads not been scheduled.

Prior to Federal’'s demand for arbitration, we hadraed a contingent liability of $3.4 million redak to the Agreement. We continue to
evaluate this contingent liability and have maimé¢ai this accrual at June 30, 2006. While we cortiowcontest 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 ourgues
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and with respect to our patent applications. Weridtto continue to vigorously defend the validityar patents and defend against any such
challenges. However, if certain key patents areked or patent applications are denied, our pdieising opportunities could be materially
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 enforcenaeudtlicensing 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 upamrrdtion presently available to us, we believe thatultimate outcome of these other
disputes and legal actions will not have a matexiaderse affect on us.

6. REPURCHASE OF COMMON STOCK :

In first half 2006, our Board of Directors (Boaml)thorized the repurchase of up to $200 millioowf outstanding common stock
through open market purchases, pre-arranged trgtlmg or privately negotiated purchases. The atmmuhtiming of purchases will be
based on a variety of factors including potentiedre repurchase price, cash requirements, acquisipportunities, strategic investments and
other market and economic factors. During secoraitgqu2006, we repurchased approximately 3.4 milibares at a cost of $100 million. To
date in third quarter 2006, we repurchased appratdiy 1.8 million additional shares at a cost dd $4illion.

In first half 2005, we repurchased 2 million shasésur outstanding common stock at a cost of $&lllon under repurchase progra
authorized by our Board in October 2004 and Mar@b52

7. COMMON STOCK COMPENSATION PLANS
Stock Compensation Plans

We have stockased compensation plans under which, dependitigeoplan, directors, employees, consultants antéadvcan receiv
stock options, stock appreciation rights, restdatock awards and other stock unit awards.

Common Stock Option Plans

We have granted options under two incentive stqitlon plans, three non-qualified stock option pland two plans which provide for
grants of both incentive and non-qualified stockans (Pre-existing Plans) to non-employee direx;tofficers and employees of the
Company and other specified groups, depending ®@pldn. No further grants are allowed under thedRisting Plans. In 2000, our
shareholders approved the 2000 Stock Award andtiveePlan (2000 Plan) that allows for the grantifigncentive and non-qualified
options, as well as other securities. The 2000 Rldhorizes the offer and sale of up to approxiigate! million shares of common stock. 1
Board or the Compensation and Stock Option Comeniifehe Board determine the number of optionsetgianted. Under the terms of the
2000 Plan, the option price cannot be less thafalO0fair market value of the Common Stock at theedf grant.

In 2002, the Board approved the 2002 Plan thatvallior the granting of incentive and non-qualifegations, as well as other securities
to Company employees who are not subject to thertieg requirements of Section 16 of the Securifiesof 1934 or an “affiliate” for
purposes of Rule 144 of the Securities Act of 1938 2002 Plan authorizes the offer and sale dbup5 million shares of common stock.
The Board or the Compensation and Stock Option Citteenof the Board determine the number of optionise granted. Under the terms of
the 2002 Plan, the option price cannot be less 11086 of fair market value of the Common Stockhatdate of grant. In addition, unless
otherwise modified, no awards may be granted utide2002 Plan after the close of business on Mat¢l2012.

Under all of these plans, options are generally@sable for a period of 10 years from the datgrafit and may vest on the grant date,
another specified date or over a period of timeweler, under plans that provide for both incenéine non-qualified stock options, grants
most commonly vest in six semi-annual installments.
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Information with respect to stock options underdheve plans is summarized as follows (in thousaextsept per share amounts):

Weighted
Average
Available Exercise
For Grant Qutstanding Options Price
Number Price Range
BALANCE AT DECEMBER 31, 200t 913 7,92¢ $0.01-39.0C $13.9:
Grantec — — $ 0.0¢-0.0C $ —
Canceled $ 15.72
7 @) 39.0( $26.61
Exercised $

—  (247Y  4.3831.2F  $11.4¢
BALANCE AT JUNE 30, 2006 $

92C 5,44¢ 0.01-39.0C $15.0¢

The following table summarizes information regagdihe stock options outstanding at June 30, 2008h@usands, except for per share
amounts):

Weighted

Average Weighted Weighted
Remaining
Contractual Average Average
Range of Number Exercise Number Exercise
Exercise Prices Qutstanding Life* Price Exercisable Price
$0.01-5.44 80¢ 2.4¢ $ 5.0¢ 80¢ $ 5.0¢
$5.50- 9.00 562 8.5t 7.2¢ 562 7.2¢
$9.03-9.60 60¢ 5.4¢ 9.5¢ 60¢ 9.5¢
$9.76- 11.63 66€ 11.3( 10.7¢ 66€ 10.7¢
$11.64-13.19 72¢ 5.04 12.4¢ 72¢ 12.4¢
$13.25-17.13 592 5.5C 15.82 592 15.82
$17.26- 24.30 54t 6.8C 20.0¢ 54t 20.0z
$24.36- 31.81 38C 5.3 25.81 38C 25.8i
$34.13- 39.00 552 3.54 38.8¢ 552 38.8¢
$0.01- 39.00 5,44¢ 5.9¢ $ 15.0¢ 5,44 $ 15.0¢

* We currently have approximately 232,000 optionsstanding that have an indefinite contractual lifieese options were granted between
1983 and 1986 under Pre-existing Plans. For pugpokthis table, these options were assigned @natilife in excess of 50 years. The
majority of these options have an exercise priceetfveen $5.75 and $11.¢

At June 30, 2006, we had 4.9 million options outdiag which had exercise prices less than theniairket value of the Company’s
Common Stock at that date. These options had aegai@ intrinsic value of approximately $ 110 roiflibased on the Company’s June 30,
2006 closing stock price and would have genera&@dmillion of cash proceeds to the Company ifthad been fully exercised.

Common Stock Warrants

As of June 30, 2006, we had warrants outstandimyitochase 80,000 of Common Stock at an exercise pfi$7.63 per share. These
warrants are exercisable and will expire in Sep&Em@006. The exercise price and number of shar€oofmon Stock to be obtained upon
exercise of these warrants are subject to adjustoreter conditions specified in the warrant certife.

Restricted Stock

Under our 1999 Restricted Stock Plan, as amend¥b(Plan), 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. Adwfe 30, 2006 and December 31, 2005 we had igsRedillion and 2.0 million shares,
respectively, of Restricted Stock and RSUs undel®99 Plan. The related compensation expensecleas and will continue to be,
amortized over vesting periods that are generedi;nfl to 5 years. At June 30, 2006 and Decembe2(15, we had unrecognized
compensation cost related to
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share-based awards of $7.1 million and $5.8 milliespectively. We expect to amortize the unreagghcompensation cost at June 30, 2006

over a weighted average period of 3.4 years usingcaelerated method.

We grant RSUs as an element of compensation td alir employees. These awards vest over three ydepending upon job level,

according to the following schedules:

Year1 Year 2
Employees below manager le 33% 33%
Managers and technical equivale 25% 25%
Senior officers 0% 0%

Year 3
34%
50%

10C%

Information with respect to unvested RSU’s underdahove plan is summarized as follows (in thousaextsept per share amounts):

Weighted
Average
Grant
Date Fair

Value

$ 21.67
19.7C
20.0¢
19.42

Number of
Unvested
RSUs
Balance at December 31, 2C 814
Granted 19t
Forfeited (18)
Vested (335
Balance at June 30, 20 65€

$ 22.4%

8. COMPREHENSIVE INCOME :
The following table summarizes comprehensive incéon¢he periods presented (in thousands):

For the Three Months
Ended June 30,

2005

$4,011
97

2006
Net income $170,36:
Unrealized (loss) gain on investme (25)
Total comprehensive incon $170,33t

$4,10¢

For the Six Months
Ended June 30,

2005

$3,12¢
(36)

2006
Net income $183,30:
Unrealized gain (loss) on investme
Total comprehensive incon $183,31.

$3,09¢
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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) AhiReport on Form 10-K for the fiscal year ended &aber 31, 2005 (2005 Form 10-K) as
filed with the Securities and Exchange Commiss®BEE) 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 three and six months
ended June 30, 2006.

Nokia Litigation and Legal Proceedings

In April 2006, InterDigital Communications Corpdaat (IDCC) and ITC entered into agreements with iddBorporation (Nokia)
which resolved certain legal proceedings betweemttSpecifically, in an Arbitration Settlement Agmeent, the parties resolved their
disputes arising out of the June 2005 Internati@mairt of Arbitration of the International Chamtm#rCommerce (ICC) Arbitration Tribunal
Award, which related to the January 1999 Patergnse Agreement between the parties (the Nokia k&é&greement). Pursuant 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 Wat&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, Klokia License Agreement was terminated.

We recognized $228 million of revenue related ®Ahbitration Settlement Agreement in second qu&®®6 and will recognize $12.5
million in each of the third and forth quarterstiois year.

New Material Patent License Agreement

In January 2006, IDCC'’s patent holding subsidiagietered into a worldwide, non-transferable, nookesive, patent license agreement
with LG Electronics Inc. (LG). The five-year patdicense agreement, effective January 1, 2006,redbe sale, both prior to January 1, 2006
and during the five-year term, of terminal unitengdiant with all TDMA-based 2G standards (includifigh-136, GSM, GPRS, and EDGE)
and all 3G standards (including WCDMA, TD-SCDMA ardina200® technology and its extensions), and infrastrucfuoglucts compliant
with cdma200® technology and its extensions, up to a limitedshodd amount, under all patents owned by us poi@and during the term of
the license. At the end of the five year term, LB rceive a paid-up license to sell single-mod&MBGPRS/EDGE terminal units under the
patents included in the patent license agreement.

Under the terms of the patent license agreemenpai@ us the first of three equal installments @5 #illion in first quarter 2006. The
remaining two installments are due in first qua@@®7 and 2008, respectively. We are recogniziegé¢lenue associated with this agreement
on a straight-line basis from its inception throi@gcember 31, 2010.

Repurchase of Common Stock

In first half 2006, our Board of Directors (Boaml)thorized the repurchase of up to $200 millioowf outstanding common stock
through open market purchases, areanged trading plans or privately negotiated Ipases. The amount and timing of purchases are loa
a variety of factors, including potential shareughase price, cash requirements, acquisition appities, strategic investments and other
market and economic factors. During second quafes, we repurchased approximately 3.4 million sbat a cost of $100 million. To date
in third quarter 2006, we repurchased approximateBymillion additional shares at a cost of $50iomil

In first half 2005, we repurchased 2 million shasésur outstanding common stock at a cost of $&dltlon under repurchase progra
authorized by our Board in October 2004 and Mar@b52
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CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Our significant accounting policies are describetlote 1 of théNotes to Consolidated Financial Statementduded in our 2005 Form
10-K. A discussion of our critical accounting pagdig, and the estimates related to them, are indlirdelanagement’s Discussion and
Analysis of Financial Condition and Results of Ggiemsin our 2005 Form 10-K. There have been no matehahges in our existing
accounting policies from the disclosures includedur 2005 Form 10-K other than our adoption of SA¥o. 123(R).

New Accounting Pronouncements

In May 2005, the Financial Accounting Standardsrdq&ASB) issued Statement of Financial Accountitgndards (SFAS) No. 154,
Accounting Changes and Error Correctiowhich replaces Accounting Principles Board (APB)rign 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 estabisbtrospective application, or the latest
practicable date, as the required method of acemyfir and reporting a change in accounting pplecor the 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 imgatbur consolidated financial
position, results of operations or cash flows.

In July 2006, the FASB issued Interpretation Ng.A&ounting for Uncertainty in Income Taxes, anrfiptetation of FASB Statement
No. 109(FIN 48). FIN 48 clarifies the accounting for un@énty in income taxes recognized in an entity'gficial statements in accordance
with SFAS No. 109Accounting for Income Taxedy prescribing the minimum recognition threshatdl measurement attribute a tax pos
taken or expected to be taken on a tax returrgigired to meet before being recognized in the firgrstatements. FIN 48 also provides
guidance on derecognition, measurement, classditanterest and penalties, accounting in intgueniods, disclosure and transition. We are
currently evaluating the impact of FIN 48, whichghbe implemented effective January 1, 2007.

FINANCIAL POSITION, LIQUIDITY AND CAPITAL REQUIREME  NTS

We generated positive cash flow from operatingvétes of $303.2 million in the six month periodded June 30, 2006 (first half 2006)
compared to $20.0 million in the six month periodied June 30, 2005 (first half 2005). The positigerating cash flow in first half 2006
arose principally from receipts of approximately864 million related to 2G and 3G patent licensiggeements. These receipts included
$253 million from Nokia, $95 million from LG, $45million of current royalty payments from existifigensees and $43.2 million of new
prepayments or fixed fee payments from existingrigees. These receipts were partially offset bly operating expenses (operating expe
less depreciation of fixed assets, amortizatiomiaingible assets and non-cash compensation) o2 $68lion, cash payments for foreign
source withholding taxes of $28.5 million, an estied federal tax payment of $23 million and changesgorking capital during first half
2006. The positive operating cash flow in firstfl2005 arose principally from receipts of approxieta $72.5 million from patent licensing
agreements. This included approximately $27.9 amlfrom Sony Ericsson, the majority of which regms a new prepayment under our
2003 patent license agreement, $15.1 million frdrar Corporation of Japan (Sharp) related to oua263G patent license agreements,
$19.0 million from NEC Corporation of Japan (NEG}yaciated with our 3G patent license agreementapptbximately $10.5 million from
other licensees related to their respective péirise agreements, including $6.4 million relgted new prepayment under an existing 3G
patent license agreement. These receipts weralbadffset by cash operating expenses (operatipgeses less depreciation of fixed assets,
amortization of intangible assets and non-cash emrsgtion) of $58.0 million, and changes in work@agital during first half 2005.

Our combined short-term and long-term deferredmaeebalance at June 30, 2006 was approximately.$27lion, an increase of
$185.3 million from December 31, 2005. In firstf2006, we recorded gross increases in deferreshiey of approximately $286.2 million,
$190 million of which related to payments eitheraiged or due from LG, $50.0 million related to fhetion of the Nokia payment allocated
to 2006 for accounting purposes, and approxim#&téfy3 million related to new prepayments from thotkeer existing licensees. In first half
2006, we collected the first $95 million paymemtrfr LG and recorded $95 million in accounts recdivablating to LG’s second payment
obligation due in first quarter 2007. In accordangt our policy for recording long-term receivabltom patent license agreements, we will
defer recognition in accounts receivable of LGisdtl$95 million payment obligation, which is duefirst quarter 2008, until twelve months
prior to its due date. The gross increases in dedaevenue were offset, in part, by first half @@@ferred revenue recognition of
approximately $65.0 million related to the amottiza of fixed-fee royalty payments and approxima®23.7 million from first half
2006 per-unit exhaustion of prepaid royalties bagsah royalty reports provided by our licensees.N&ee no material obligations associated
with our deferred revenue balances.
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Based on current license agreements, we expeantbetization of fixed-fee royalty payments over thmaining two quarters of 2006
to reduce the June 30, 2006 deferred revenue leatHr®276.5 million by $66.3 million. Additionaldeactions to deferred revenue will be
dependent upon the level of per-unit royaltieslm@nsees report against prepaid balances.

In first half 2006, we used $44.6 million in inviest activities. In first half 2005, our investingtavities provided $8.4 million. This
change was driven principally by higher cash rasefe purchased $30.1 million of shtetm marketable securities, net of sales, in Fiedt
2006. We sold $28.1 million of short-term markegabcurities, net of purchases, in first half 200%s change resulted from our investment
of large cash receipts from operating activitiefirst half 2006. Purchases of property and equitmereased to $4.5 million in first half
2006 from $3.0 million in first half 2005 due torgmued investment in development tools and ouirezgging information system network.
Investment costs associated with patents increfased$8.6 million in first half 2005 to $10.0 miin in first half 2006. This increase reflects
a higher level of patenting activity over the psesteral years, combined with the lag effect betwitiaig an initial patent application and the
incurrence of costs to issue the patent in bothutlge and foreign jurisdictions. In first half 2QG8e also invested approximately $8.0 million
to acquire patents and intellectual property.

Net cash used in financing activities in first 20006 was $57.6 million compared to $32.3 milliarfirst half 2005. This increase was
primarily due to our investment of $100 millionrepurchase outstanding shares of our Common Stofidst half 2006 compared to an
investment of $34.1 million for the same purpos2085. We received proceeds from option and waegeicises of $28.3 million and $1.9
million in first half 2006 and 2005, respectively.first half 2006, we recorded a tax benefit rethto the exercise of options of $14.3 million
that reduces our federal income tax liability.

We had 4.9 million and 6.3 million options outstardat June 30, 2006 and December 31, 2005, ragelctwhich had exercise prices
less than the fair market value of the Companyslsat each balance sheet date. These options \Wwautlgenerated $60.9 million and $63.5
million of cash proceeds to the Company if they hadn fully exercised.

As of June 30, 2006, we had $336.8 million of casish equivalents and short-term investments, coedga $105.7 million at
December 31, 2005. Our working capital (adjusteeddciude cash, cash equivalents, short-term inversisn current maturities of debt and
current deferred revenue) increased to $142.7anilit June 30, 2006 from $39.9 million at Decendier2005. This $102.8 million increase
is primarily due to a $95.6 million increase in agnts receivable, a $4.4 million increase in owrsterm deferred tax assets and $9.4 mil
decrease in accrued compensation and related eeqgyatly offset by a $7.8 million increase ineign and domestic taxes payable.
Accounts receivable increased due to the recogniifd G’s second $95 million payment obligation disst quarter 2007 under our January
2006 license agreement. Shtetm deferred tax assets increased primarily asatrof the recognition of U.S. foreign tax credite expect t
receive associated with foreign withholding tax payts made in connection with cash receipts fromah® Nokia. Accrued compensation
and related expenses decreased due to our payfrteet2005 year-end bonus and the 2004—2005 peafocebased cash incentive under
long-term compensation program (LTCP). Foreign dmahestic taxes payable increased due to accrualstbfforeign source withholding
taxes, related to LG’s second $95 million paymant U.S. income taxes payable.

In December 2005, we entered into a two-year $8omiunsecured revolving credit facility (Credigfeement). Borrowings under the
Credit Agreement can be used for general corpg@uatigoses including capital expenditures, workingited, letters of credit, certain permitt
acquisitions and investments, cash dividends areksepurchases. As of June 30, 2006, we had noa@imoutstanding under the Credit
Agreement. As of June 30, 2006, we were in compéanith our covenants under the Credit Agreemedtcamtinue to be through the date
this filing.

Consistent with our strategy to focus our resoucsethe development and commercialization of adedneireless technology produc
we expect to see modest growth in operating castiselated to planned staffing levels and continoeestments in enabling capital assets
in second half 2006. We are capable of supportiegd and other near-term operating cash requiregriraluding the balance of our current
share repurchase program, through cash and shortrigestments on hand, other operating funds asgbatent license royalty payments or
funds from the above-noted credit facility. An abeeresolution of the litigation involving Fedehasurance Company (Sdstigation and
Legal Proceedings, Feder) should not prevent us from supporting our opagatequirements in the near-term. At present, waato
anticipate the need to seek additional financimgugh additional bank facilities or the sale of debequity securities.

Off-Balance Sheet Arrangements
We do not have any off-balance sheet arrangemerntsfaned by regulation B-303(a)(4) promulgated under the Securities Act234
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RESULTS OF OPERATIONS
Second Quarter 2006 Compared to Second Quarter 2005

Revenues
Second Quartel Second Quartel
2006 2005

Pel-unit royalty revenus $ 34.4 $ 25.F
Fixec-fee and amortized royalty reven 20.5 7.€
Recurring patent licensing royalti 54.¢ 33.1
Past infringement and other r-recurring royaltie: 240.( —
Total patent licensing royaltie 294.¢ 33.1
Technology solution revent 1.7 5.5
Total Revenut $ 296.¢ $ 38.€

In second quarter 2006, revenues increased to &2%6ion from $38.6 million in second quarter 200%is increase was driven by
both the recognition of $228.0 million and $12.0liom, related to resolution of patent licensingttaes with Nokia and Panasonic,
respectively, and higher recurring patent licermsaities. The increase in recurring patent licangalties was related to new agreements
signed subsequent to second quarter 2005 with [dXancera Corporation (Kyocera) as well as newighér contributions from other
existing licensees, including Panasonic.

Technology solution revenue decreased in secondey2006 to $1.7 million from $5.5 million in sewquarter 2005 as contributions
from HSDPA technology programs with Philips Semidoctor B.V. (Philips) and Infineon partially offséte decrease associated with the
first quarter 2006 completion of deliverables unaleragreement with General Dynamics C4 Systemmédy known as, General Dynamics
Decision Systems, Inc.) (General Dynamics), suppgi program for the U.S. military.

In second quarter 2006, 77% of our total revenu&2@8 million, was associated with the resolutidm patent licensing matter with
Nokia. Of the remaining 23%, or $68.6 million, 73%s from companies that individually accounted1f@®o or more of this amount a
included Panasonic (23%), LG (21%), NEC (17%) ahdrp (12%). In second quarter 2005, 70% of oul teteenue was related to NEC
(36%), Sharp (20%) and General Dynamics (14%).

Operating Expenses

Operating expenses increased 11% to $35.9 milfi@econd quarter 2006 from $32.5 million in secquodrter 2005. The $3.4 million
increase was due to net changes in the followemst(in millions):

Increase/(Decreas¢

Commission: $ 2.8
Long-term compensation program (LTC 1.7
Patent maintenance and amortizal 0.¢
Other personnel related co 0.4
Other 0.t
Patent litigation and arbitratic (1.9
Executive severanc (1.2
Total Increase in Operating Expet $ 3.4

The increase in commissions is associated withagdelpatent license royalty revenue. Our LTCP dasteased from the prior year ¢
to an adjustment to reduce our LTCP cash-incemtdoeual in second quarter 2005. Patent mainteremt@mortization costs increased due
to continued increases in the number and carryatgevof our patents. We also experienced othee@s&s in operating expense in second
guarter 2006 due to our ongoing product initiativEise increases in operating expenses in seconteq2806 were offset, in part, by a
decrease in patent litigation and arbitration césts $5.6 million to $3.8 million, resulting frolower activity levels in second quarter 2006
and a decrease in severance costs from the pr@ordye to second quarter 2005 changes in our éxeguinagement.
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The following table summarizes the change in ofregagxpenses by category (in millions):

Second Quartel

Second Quartel

2006 2005 (Decrease) Increase
Sales and marketir $ 1.5 $ 1.5 $ — — %
General and administrati\ 5.7 5.6 (0.2 3)
Patents administration and licens 12.¢ 10.1 2.7 27
Developmen 15.¢ 15.C 0.¢ _ 6
Total Operating Expens $ 35.€ $ 32. $ 34 _11%

Sales and Marketing ExpenseActivity and expense levels were comparable to sécparter 2005.

General and Administrative Expense:The decrease relates to the net effect of amoentsded in second quarter 2005 related to

executive severance costs and an adjustment toeexu LTCP accrual.

Patents Administration and Licensing ExpenseThe increase reflects the net effect of the abatechitems related to patent
arbitration and litigation costs, commissions, pataaintenance and amortization expenses, andf@®laccrual adjustment in second

quarter 2005.

Development ExpenseThe increase is due to an adjustment to reduce AP accrual in second quarter 2005.

Interest and Investment Income, Net

Net interest and investment income of $3.9 milliosecond quarter 2006 increased $3.2 million @4 7rom $0.7 million in second
guarter 2005. The increase resulted from both higtvestment balances and higher rates of retuse@ond quarter 2006.

Income Taxes

Our second quarter 2006 tax expense of $94.2 milansisted of the statutory federal tax rate &edécognition of $1.6 million of
foreign tax expense related to foreign source walfling tax payments made in prior years. Secondtgua005 tax expense of $2.8 million
included non-cash charges for both federal incaaxes and non-U.S. withholding taxes of $2.3 milléerd $0.5 million, respectively.

First Half 2006 Compared to First Half 2005
Revenues

Per-unit royalty revenui
Fixec-fee and amortized royalty reven

Recurring patent licensing royalti

Past infringement and other r-recurring royaltie:
Total patent licensing royalti

Technology solution revent

Total Revenus

First Half First Half
2006 2005
$ 64t $ 48.7

40.C 15.2
104.5 63.€
240.( —
344t 63.¢

3.7 10.z
$ 348.2 $ 74.1

First half 2006 revenues increased to $348.2 milffom $74.1 million in first half 2005. This in@se was driven by both the
recognition of $228.0 million and $12.0 million a&td to resolution of patent licensing matters Witikia and Panasonic, respectively, and

higher recurring patent license royalties. Theeéase in recurring patent license royalties wase@lto new agreements signed subsequent to

first half 2005 with LG and Kyocera, as well as nemhigher contributions from other existing licees, including Panasonic.

Technology solution revenue decreased in first 2alf6 to $3.7 million from $10.2 million in firsialf 2005 as contributions from
HSDPA technology programs with Philips and Infingramtially offset a decrease associated with tfst Guarter 2006 completion of
deliverables under an agreement with General Dyceamipporting a program for the U.S. military.
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In first half 2006, 65% of our total revenue, o282million, was associated with the resolution gadent licensing matter with Nokia.
Of the remaining 35%, or $120.2 million, 68% wasnfrcompanies that individually accounted for 10%nare of this amount and included
LG (21%), NEC (19%), Sharp (15%) and Panasonic (18%dirst half 2005, 81% of our total revenue wakated to NEC (34%), Sharp
(23%), General Dynamics (14%) and Sony Ericssof6)10

Operating Expenses
Operating expenses of $68.8 million in first hadDB were level with first half 2005.

Increase/(Decreas¢

Commission: $ 3.€
Patent maintenance and amortizal 1.4
Other personnel related co aL{e
Other 0.1
Patent litigation and arbitratic 4.3
Executive Severanc (1.2
Long-term compensation program (LTC (0.9
Total Increase in Operating Expetr $ 0.1

The increase in commissions was associated wittagld patent license royalty revenue. Patent maamtee and amortization costs
increased due to continued increases in the nuarttecarrying value of our patents. We also expegadrncreases in personnel related costs
and other operating expense in first half 2006tdusur ongoing product initiatives. Patent litigatiand arbitration costs of $7.7 million in
first half 2006 decreased as a result of lowegdition and arbitration activity levels, and sevesaoosts decreased due to first half 2005
changes in our executive management, respectivél$P costs decreased due to the effect of ovemagppycles in first half 2005.

The following table summarizes the change in ofrggaxpenses by category (in millions):

First Half First Half
2006 2005 (Decrease) Increase
Sales and marketir $ 34 $ 38 $ (09 11)%
General and administrati\ 10.7 12.t (1.9 (14)
Patents administration and licens 22.¢ 21.: 155 7
Developmen 31.¢ 31.1 0.8 3
Total Operating Expens $ 68 $ 687 $ 01 — %

Sales and Marketing ExpenseThe decrease was primarily associated with loweZRTosts in first half 2006 due to the effect of
overlapping cycles in first half 2005.

General and Administrative Expense:The effect of executive severance costs in firft2@05 ($1.2 million) and a $0.3 million
decrease in directors and officers insurance premicontributed 84% of the decrease in general dmirastrative costs.

Patents Administration and Licensing ExpenseThe increase primarily reflects higher personnsteand the net effect of the above-
noted items related to patent arbitration anddiiimn costs, commissions and patent maintenancamodization expenses.

Development ExpenseThe increase in development costs in first half@@@s due to a variety of expenses associatedowith
ongoing product initiatives.

Interest and Investment Income, Net

Net interest and investment income of $5.4 miliiofirst half 2006 increased $3.9 million or 27086rh $1.5 million in first half 2005.
The increase resulted from higher investment balswand higher rates of return on our investmentissinhalf 2006.

Income Taxes

Our first half 2006 tax expense of $101.6 milliansisted of the statutory federal tax rate andehegnition of $1.8 million of foreign
tax expense related to foreign source withholdinggayments made in prior years. First half 2085etgpense of $3.7 million included non-
cash charges for both federal income taxes and_h8nwithholding taxes of $2.3 million and $1.4 lioih, respectively.
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Expected Trends

We will provide guidance on third quarter 2006 mawe shortly, after we receive and review the applie royalty reports and update
forecasts on anticipated revenue from work assediaith technology solution agreements. We antieipiaat third quarter 2006 operating
expenses, excluding patent arbitration or litigaosts, will grow by 2% to 4% over second qua2t#6, reflecting investment in our dual
mode terminal unit ASIC offering. We also currerglypect that third quarter 2006 patent arbitratiod litigation costs will be between $4
million and $6 million. Lastly, we expect that duwok tax rate for third quarter 2006 will approxie&5% 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-lookingtsinents. Words such as “anticipate,” “expect,f;ivibelieve,” “could,” “would,”
“dependent upon,” “should not,” “anticipate,” “futl’ or similar expressions contained herein areridéed to identify such forward-looking
statements. Although forward-looking statementhis Form 10-Q reflect the good faith judgment of management, such statements can
only be based on facts and factors currently knbyos. These statements reflect, among other thingscurrent beliefs, plans and
expectations as to:

(i) the amortization of fixed-fee royalty paymentger the remaining two quarters of 2006 reducingJame 30, 2006 deferred revenue
balance; (ii) additional reductions to deferrederawve; (iii) modest growth in operating cash neadsecond half 2006; (iv) our ability to
support our near-term operating cash requireméntshe impact of any adverse resolution in oupdte with Federal on our ability to meet
our near-term operating requirements; (vi) our sestl plans with respect to additional financinghersale of debt or equity securities; and
(vii) our operating expenses (excluding patentteation and litigation costs), patent arbitratiordditigation costs, and our book tax rate for
third quarter 2006.

Forward-looking statements concerning our businessilts of operations and financial conditioniaferently subject to risks and
uncertainties. We caution readers that actual teanld outcomes could differ materially from thespressed in or anticipated by such
forward-looking statements. You should carefullygider the risks and uncertainties outlined in gnedetail in this Form 10-Q, including
“ltem 1A - Risk Factors,” and in our Form 10-K fibre year ended December 31, 2005, before makingngegtment 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.

Item 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK .
There have been no material changes in quantitatidequalitative market risk from the disclosureduded 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 otsmtind procedures (as defined in Rules 13a-15@)18d-15(e) under the Securities
Exchange Act of 1934) as of the end of the perimgeoed by this report. Based on that evaluation Qhief Executive Officer and Chief
Financial Officer have concluded that our disclestontrols and procedures were effective in thesigh to ensure that the information
required to be disclosed by us in the reportswheatile under the Securities Exchange Act of 193recorded, processed, summarized and
reported within the time periods specified in tH&CSs rules and forms and to ensure that the inftionaequired to be disclosed by us in the
reports that we file under the Securities and ErgkbaAct of 1934 is accumulated and communicateditananagement, 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@d during the quarter ended June 30, 2006 thadrially affected, or are reasonably likely
to materially affect, our internal control overdincial reporting.
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PART Il — OTHER INFORMATION

Iltem 1. LEGAL PROCEEDINGS .
Nokia

In April 2006, InterDigital Communications Corpd@t (IDCC) and ITC entered into agreements with iddBorporation (Nokia)
which resolved certain legal proceedings betweemttSpecifically, in an Arbitration Settlement Agneent, 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 Nokia kedgreement). Pursuant 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 Wal&isancery Division, Patents Court (High Court), segko 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 Agreememd, Klokia License Agreement was terminated.

Pursuant to the UK Settlement Agreement, Nokiawittsdrawn its challenge before the High Court ia thK 2G Proceeding. In
consideration for the discontinuance of the UK 2@GcBeding, InterDigital agreed (i) not to assediagt Nokia the three patents (and related
non-UK counterparts) involved in that proceedinu &i) Nokia will have a paid-up license for siaginode 1S-95 products. The paid-up
license and the covenant not to assert becameieffepon the discontinuance of the UK 2G Procegdind Nokia’'s withdrawal of its
opposition to a related UK amendment applicatiothenUK 2G Proceeding, both of which have occurred.

Nokia UK Proceeding

In July 2005, Nokia filed a claim in the High Coagainst ITC. Nokia's claim seeks a declaration #of ITC’'s UMTS European
patents registered in the UK are not essentialfti?fhe 3GPP standard using a definition of “edadityt” asserted by Nokia. ITC contends
that 24 of these patents are essential under aititefi of “essentiality” asserted by ITC. In Ap#D06, a hearing was held to contest the
jurisdiction of the High Court to hear the caseb&quently, the High Court denied I's claim as to jurisdiction. ITC has appealed the
decision as to jurisdiction to the English Courtpipeal which has scheduled a hearing for Novergbé6. We intend to vigorously defend
the claim as to essentiality and are continuingatotest Nokia’s claim for declarations in the Higburt. A trial date for the action has been
set for a date not before October 15, 2007, atlwtime the High Court will rule on the definitior ‘@ssentiality”.

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 Delawd&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 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}tede pursuant to the Most Favored Licensee (MF)se in its 1996 patent licer
agreement with ITC (Samsung Agreement), to haveitalty obligations commencing January 1, 2002@rGSM/TDMA and 2.5G
GSM/GPRS/EDGE wireless communications productsaterthined in accordance with the terms of the Naldanse Agreement, including
its MFL provision. In March 2003, ITC notified Saumgy that such Samsung obligations had been deffinélde relevant licensing terms of
the Ericsson Agreement (for infrastructure produatsl the Sony Ericsson Agreement (for terminal praducts) as a result of the MFL
provision in the Nokia License Agreement.

22



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, IDG®d ITC claim that the Ericsson Agreement and threyEricsson Agreement define the
financial terms under which Samsung is requiregiay royalties on its worldwide sales of 2G GSM/TDMAd 2.5G GSM/GPRS/EDGE
products commencing January 1, 2002 through Dece8&1he2006. IDCC and ITC also seek a declaratianttie parties’ rights and
obligations are governed by the Samsung Agreemedtthat the Nokia License Agreement dictates 8aljsung’s royalty obligations and
most favored licensee rights for those TDMA produittensed under the Samsung Agreement. In theaibn, Samsung has claimed tha
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 Agreenaehtthat Samsung is now licensed
to IDCC’s CDMA patents, including its 3G patentsthe 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 Nokia LiceAgeeement.

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

Samsung also has asserted that depending on hastitr@tion panel decides the arbitration matt8esmnsung can: (i) pursuant to a
purported “conditional election” made by Samsungune 2006, substitute the royalty rates undeNthieéa License Agreement for a royalty
rate that Samsung purports to derive from the Nékktration Settlement Agreement or, alternativ@lyelect a subsequent MFL event via
the terms of the Samsung Agreement. We disagréeSaimsung’s position.

Federal

In October 2003, Federal Insurance Company (Fed#nal insurance carrier which provided partiahmeirsement to the Company of
certain legal fees and expenses for the now-sditigdtion 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 arumasice reimbursement agreement (Agreement) requsrés reimburse Federal
approximately $28.0 million for attorneys’ fees axgpenses it claims were paid by it. Additionallpder certain circumstances, Federal may
seek to recover interest on its claim. In Noveni@3, the Company filed an action in United St&estrict Court for the Eastern District of
Pennsylvania (the Court) seeking a declaratorymatg that the reimbursement agreement is void aedforceable, seeking reimbursement
of attorneys’ fees and expenses which have not t@erbursed by Federal and which were paid dirdnflyhe Company in connection with
the Ericsson Inc. litigation, and seeking damage$-€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 Comgemy Ericsson Inc. pursuant to the
settlement of the litigation involving Ericsson Iieederal 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 andnsgs¢ is enforceable, but did not address whetbderal is entitled to recover any legal
fees and expenses. Also, the Court reserved teitiane 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 iptheess of preparing for arbitration. A hearingedads not been scheduled.

Prior to Federal’'s demand for arbitration, we hadraed a contingent liability of $3.4 million redak to the Agreement. We continue to
evaluate this contingent liability and have maimé¢ai this accrual at June 30, 2006. While we cortiowcontest 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 ourgues

23



and with respect to our patent applications. Weridtto continue to vigorously defend the validityar patents and defend against any such
challenges. However, if certain key patents areked or patent applications are denied, our pdieising opportunities could be materially
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 enforcenaeudtlicensing 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 upamrrdtion 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 rigkifgas previously described in our 2005 Form 1@#K the exception of the
following changes:

()The Company’s resolution of its patent royaltgplite with Nokia eliminates, as an important fegtor, our inability to collect royalties on
sales of Nokia’'s 2G products; and

(i) The Impact of Potential Domestic Patent Refdregislation, USPTO Reforms as well as Imposedriational Patent Rules May Impact
Our Patent Prosecution and Licensing StrategidReéent U.S. Supreme Court Ruling Clarifying then8tad for Granting Injunctive Relief
in Patent Infringement Cases Could Impact Our Lsaggn Related to Our U.S. Patents:

Changes to domestic patent laws and regulationsaoeayr in the future. Specifically, the USPTO hasposed modifications to the
current U.S. patent rules such that it could chaimyaddition to other topics, the patent applimattontinuation practice, which may impact
patent costs and the potential scope of futurenpateverage. The U.S. Congress is also reviewitegspatent laws which may require us to
re-evaluate and modify our patent prosecutioneggias in the future. Changes to foreign patenttipebave also been imposed by the
European Patent Office which also may limit oudigbio file divisional applications. We continue monitor and evaluate our prosecution
and licensing strategies with regard to these mwalscand changes. In addition, a recent U.S. Supf@oart ruling has clarified the standard
for the granting of permanent injunctive reliefaatent infringement cases involving U.S. patentpdhding on how lower courts interpret
this ruling for any applicable matters in which are involved, the ruling could impact our abilityfursue and obtain injunctive relief agai
infringers of certain of our intellectual propertghts and could impact our licensing and litigatsettlement strategies with respect to U.S.
patents.

Item 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS.
(c) Issuer Purchases of Equity Securities.

The following table provides information regardiig Company’s purchases of its Common Stock, $0a0Value, during second
quarter 2006:

Maximum Number (or

Total Number of Approximate Dollar
Shares (or Units) Value) of Shares (or
Total Number of Purchased as Part ¢ Units) that May Yet Be
Shares (or Units Average Price paid Pe Publicly Announced Purchased Under the
Period Purchased (1) Share (or Unit) Plans or Programs Plans or Programs
April 1, 2006 - April 30, 2006 855,98t $ 23.364° 855,98t $ 79,982,89
May 1, 2006- May 31, 2006 — $ — — $ 179,982,89
June 1, 2006 - June 30, 2006 2,525,92 $ 31.671! 2,525,92 $ 100,000,02(2)
Total 3,381,91! $ 29.569( 3,381,91! $ 100,000,02(2)

(1) In March 2006, we announced that our Board icéd@ors authorized the repurchase of up to $10Qomiof our outstanding Common
Stock from time-to-time through open-market pur@sagprearranged plans or privately negotiated actitns (Repurchase Program).
The amount and timing of purchases will be based wariety of factors including share repurch
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price, cash requirements, acquisition opportunisegtegic investments and other market and ecanfactors. In May 2006, we
announced that the Board of Directors expande®R#épmurchase Program, by an additional $100 milior total of $200 million

(2) Represents the maximum remaining investmerggparchase shares as of June 30, 2006. As of theoflthis filing on Form 10-Q, we
have repurchased 5.2 million shares of our Comntook3under the Repurchase Program, at a totalod@giproximately $150 millior

Item 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS .

At our 2006 Annual Meeting of Shareholders (the &g held on June 1, 2006, our Shareholders elddessrs. D. Ridgely Bolgiano
and William J. Merritt as directors of the Compaapgproved a non-binding Shareholder proposal réggitie annual election of directors,
and ratified the appointment of Pricewaterhouse@oopLP as the Company’s independent registeretigpadcountants for the year ending
December 31, 2006. Our Shareholders elected Mgi&uwb as a director by a vote of 50,567,825 sharts/or and 1,218,431 shares
withheld. Our Shareholders elected Mr. Merritt afiractor by a vote of 50,679,375 shares in favat 106,881 shares withheld. Messrs.
Harry G. Campagna, Steven T. Clontz, Edward B. KamiRobert S. Roath, Robert W. Shaner, and Al&aParsky also continue to serve
their terms as directors of the Company. The vpf@@ving the shareholder proposal to elect dirasctoran annual basis was 16,811,574
shares in favor, 7,066,374 shares against, 27&R2a2&s abstaining and 27,632,080 broker non-votesyvote ratifying the appointment of
PricewaterhouseCoopers LLP as the Company’s indigemegistered public accountants for the yeaingndecember 31, 2006 was
51,234,245 shares in favor, 380,071 shares agains{940 shares abstaining and no broker non-votes.
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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

N)Lr;tl)er Exhibit Description

10.83*  Arbitration Settlement Agreement by and betweearDigital Communications Corporation, InterDigifadchnology Corporation
and Nokia Corporation dated April 26, 20!

110.84  Employment Agreement by and between InterDigitainBaunications Corporation and James Nolan dated Ma006.

31.1 Certification of Chief Executive Officer pursuant$ection 302 of the Sarba-Oxley Act of 2002

31.2 Certification of Chief Financial Officer pursuaint $ection 302 of the Sarba-Oxley Act of 2002

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

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

Richard J. Fagat

* An application has been submitted to the Se@sitind Exchange Commission for confidential treatpursuant to Rule 24b-2 of the
Securities Exchange Act of 1934, of portions o$ axhibit. These portions have been omitted frosakhibit.
t Management contract or compensatory plan or arraage
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SIGNATURES
Pursuant to the requirements of the Securities &xgé Act of 1934, the Registrant has duly causisd¢port to be signed on its behalf
by the undersigned thereunto duly authorized.
INTERDIGITAL COMMUNICATIONS CORPORATION

/s/ WILLIAM J. MERRITT

William J. Merritt
President and Chief Executive Officer

Date: August 7, 2006

Date: August 7, 2006 /sl R.J. FAGAN
Richard J. Fagan

Chief Financial Officer
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EXHIBIT 10.83

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

Arbitration Settlement Agreement
By and between

InterDigital Communications Corporation,
InterDigital Technology Corporation

And
Nokia Corporation

Dated and Effective as of April 26, 2006
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ARBITRATION SETTLEMENT AGREEMENT

This Settlement Agreement is entered into and g¥eas of April 26, 2006 by and between InterCagi€ommunications Corporation
(“IDCC"), a Pennsylvania corporation with offices781 Third Avenue, King of Prussia PA 19406, anigiDigital Technology Corporation
(*ITC”), a Delaware corporation having a mailingdaess of Suite 105, Hagley Building, 3411 SilveesRbad, Concord Plaza, Wilmington,
DE 19810, (individually and together, “InterDigitalon the one hand, and Nokia Corporation (“Nokja Finnish corporation with offices at
Keilalahdentie 4, 02150 Espoo, Finland, on theoltlzad. (IDCC, ITC, and Nokia are sometimes reféteeherein individually as a “Party”
or together as the “Parties”).

BACKGROUND

A. InterDigital and Nokia are parties to three intited contracts relating to digital cellular techogyy, including the Nokia PLA, th
TDD Development Agreement, and the Master Agreen

B. In 2003, a dispute arose between InterDigital okia concerning Nokia’s royalty obligations tbe sale of certain terminal unit
and infrastructure products under the Nokia PLAsBant to the terms of the Master Agreement andNtiléa PLA, the Parties
submitted their dispute to Arbitration. In mid-20@5e Arbitral Tribunal issued its Award, in whithamong other things:

(i) concluded that Nokia obligation under the Nokia PLA to pay royaltiesa@rtain Period 2 terminal unit and infrastructsaes
had been triggered; and (ii) set forth the Peri@hd Period 2 royalty rates to be applied to Nakszles of such certain terminal
unit and infrastructure products under the Noki&F

C. InJuly 2005, InterDigital filed an action begathe United States District Court for the SouthRistrict of New York to confirm
the Award. In December 2005, Judge William H. Palileissued the Order confirming the Award. In darny 2006, Nokia filed a
Notice of Appeal to the United States Court of Aglsdor the Second Circu

D. After the Tribunal issued the Award, a dispuédween InterDigital and Nokia arose over, amongiothings, the calculation and
scope of Nokias royalty base and resultant royalty obligationamttie terms of the Award and the Nokia PLA. In &aber 200~
ITC sent Nokia a Notice of Dispute, initiating afiloihal dispute resolution procedures. In Januaf620lokia responded in
correspondence, identifying additional issues gpdte. On March 30, 2006, InterDigital commenceddnitration before the
International Chamber of Commerce related to itsdbgber 2005 Notice of Dispute (the “Second Arbibral). In addition, on
March 24, 2006, ITC sent Nokia a Notice of Dispui@iating additional dispute resolution procedurekated to Nokias purportec
breach of certain confidentiality obligations untlee Master Agreement (t Confidentiality Disput”).

E. The Parties hereto desire to settle and res@stain past, current and future disputes involhlogia's license under the
InterDigital Patents for sales of 2G Covered Teahldnits, 2G Covered Infrastructure, and certaiclcted Products and
payment of royaltie
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on 2G Covered Terminal Units, 2G Covered Infragtre; and certain Excluded Products, includinghuiitt limitation, disputes
over the calculation of Nokia’s royalty obligatiander the terms of the Award by, among other thimgplementing the Award
(including the rates set forth therein as to Nakid its Affiliates), as follows

AGREEMENT

NOW, THEREFORE, in consideration of the mutual pises and covenants contained herein and other giudbdaluable
consideration, the Parties agree as follows:

1. DEFINITIONS . The terms set forth in Exhibit “A,” attached herertd incorporated herein, when used with initigditzd letters in this
Agreement, shall have the meanings ascribed to théfrhibit“A” for purposes of this Agreeme

2. DISMISSAL & CESSATION OF DISPUTES . In consideration of the Parties’ releases, ackndgdenents, and agreements set forth
herein, Nokia shall: (i) within 2 business day®afibtaining confirmation by email from InterDidithat InterDigital has received the

Settlement Feé, cause its counsel to file a Notice of WithdraefiNokia's Notice of Appeal of the Order; (ii) pratly take any other
steps necessary to dismiss and terminate any appted Order with prejudice; and (iii) refrain frotaking any action to appeal, vacate
or otherwise attack the validity of the Award oe tBrder. In addition, InterDigital shall, withinbisiness days of receiving the
Settlement Fee, submit a letter to the Secretafitite ICC International Court of Arbitration recgtimg dismissal of the Second
Arbitration with prejudice and thereafter take amg all other steps required to effect the disrhisthe Second Arbitration, and also
withdraw without prejudice the Confidentiality Digie. Each Party shall bear its own attorneys’ ggebcosts, if any, incurred in
connection with the Arbitration, the federal copmbceeding that resulted in the Order, Nokia’s ey effort to appeal the Order, the
Second Arbitration, and the Confidentiality Dispt

3. RELEASES.
a. InterDigital Releas.

() In consideration of the execution and delivefyhis Agreement, effective and contingent upaetDigital’s receipt of the
Settlement Fee in accordance with Section 5(a)imexad subject to (3)(a)(ii) below, InterDigitat@p irrevocably releases,
acquits and forever discharges Nokia Group andtitsneys and agents from any and all Claims thtarDigital or its
predecessors, successors, Affiliates and assigarshad, now have or hereafter can, shall or mag Hav, upon or by reason of
Claims asserted or which could have been assegtadsd Nokia or its Affiliates (a) relating to N@ks or its Affiliates’ Protected
Acts with respect to 2G Covered Terminal Units, @@ered Infrastructure and Additional Released Bctzlsold by Nokia or its
Affiliates, regardless of whether such Claims elatan alleged infringement of the

1 Note to the read-the Settlement Fee is equal to $252,000,000.00
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InterDigital Patents or the rights and obligatiecnsated by the Nokia PLA, the Master Agreement,Tih® Development
Agreement or the Award; (b) relating to Nokia’s pagnt obligations, including royalty reporting olatgns, under the Award;
(c) for any increase of, addition to, or premiumaaf kind charged against the Settlement Fee (éXaejmterest, costs and
attorney’s fees that may become due under Sec{mi), Begardless of whether such Claim is pursueal suit at law or equity, and
regardless of the legal theory on which such Claipursued €.g., Lanham Act, antitrust law, fraud, fraudulent iedment, or
negligent misrepresentation, or contract law basethe Nokia PLA, Master Agreement or TDD Developi&greement or und
the Award); (d) for any increase of, addition topoemium of any kind charged against monies alrgradd for 2G Covered
Terminal Units, 2G Covered Infrastructure, or Aduial Released Products under the Master Agreeriekia PLA, or TDD
Development Agreement, regardless of whether sd&imGs pursued in a suit at law or equity, andareigess of the legal theory
on which such Claim is pursued (e.g. Lanham Aditraist law, fraud, fraudulent inducement, or ngghit misrepresentation,
contract law based on the Nokia PLA, Master Agresme TDD Development Agreement); or (e) for arghts relating to 2G
Covered Terminal Units, 2G Covered InfrastructoreAdditional Released Products that are diffefearh those acknowledged
and agreed to herein, whether under the Award, da@ggreement, Nokia PLA, or application of the teraf the Ericsson PLA,
Sony Ericsson PLA, Ericsson Side Letter, Sony EnosSide Letter, or the Lucent Agreement (as ddfineSection 4(a) below).

Effective and contingent upon InterDigital’s rededp the Settlement Fee in accordance with Sed&fai herein, InterDigital
acknowledges and agrees that Nokia and its Afifiatill have a fully paid-up, perpetual, irrevoagtion-exclusive, world-wide
license (without the right to grant sublicensegjanthe InterDigital Patents for Protected Actshwéspect to 2G Covered
Terminal Units and 2G Covered Infrastructure sgldNlokia or its Affiliates. Any entity operating uadNokia’s or Nokia’'s
Affiliates’ “have made” rights for the Protected tashall only have such rights with respect tott#g entitys sales of 2G Cover:
Terminal Units and 2G Covered Infrastructure to Idak Nokia’'s Affiliates, (B) the entity’s sales A5ICs, software, or other
components to Nokia or Nokia’'s Affiliates when su&BICs, software, or other components are usedeaopand within 2G
Covered Terminal Units and 2G Covered Infrastriesald by Nokia or Nokia's Affiliates, (C) the egts internal use of
reference designs and software to design and/oe@&kCovered Terminal Units or 2G Covered Infradtiee sold by such entity
to Nokia or Nokia’s Affiliates, and (D) the entityinternal use of reference designs and softwadesan and/or make ASICs,
software or other components when such ASICs, soéwor other components are sold to Nokia or Nsléfiliates to be used
as part of and within 2G Covered Terminal Units a@Covered Infrastructure sold by Nokia or Nokiaffiliates.

In addition, effective and contingent upon Interitalis receipt of the Settlement Fee in accordanmitk Section 5(a) herein,
InterDigital acknowledges and agrees
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that Nokia and its Affiliates will have a fully ghiup, irrevocable, non-exclusive, world-wide rekeasder the InterDigital Patents
for Protected Acts with respect to Additional Reled Products. Any entity that made Additional RedebProducts designed by or
for Nokia or Nokia's Affiliates will also have alfy paid-up, irrevocable, not-exclusive, world-wideease under the InterDigital
Patents with respect to (A) the entity’s salesuzhsAdditional Released Products to Nokia or Nakiaffiliates, (B) the entity’s
sales of ASICs, software, or other components tkidNor Nokia’s Affiliates when such ASICs, softwaoe other components
were used as part of and within the Additional Beézl Products sold by Nokia or Nokia's AffiliatéS) the entity’s internal use

of reference designs and software to design amdéde the Additional Released Products sold by suatity to Nokia or Nokia's
Affiliates, and (D) the entity’s internal use ofeeence designs and software to design and/or ASkEs, software, or other
components when such ASICs, software, or other oompts are sold to Nokia or Nokia’s Affiliates te bsed as part of and
within Additional Released Products sold by NokidNokia's Affiliates.

InterDigital also acknowledges and agrees thagctffe and contingent upon InterDigital’s receipth®e Settlement Fee in
accordance with Section 5(a), Nokia’'s and its Adfiés’ customers have a release or will receivass{through license (as
appropriate) from InterDigital with respect to 2@vered Terminal Units and 2G Covered Infrastructald by Nokia or its
Affiliates, and are released by InterDigital wittspect to Additional Released Products sold by &lokiits Affiliates to such
customers. Such pass-through license or releasmfaepriate) shall apply only to 2G Covered Teahlonits, 2G Covered
Infrastructure, and Additional Released Productsaich case sold by Nokia or its Affiliates to thmistomers, and will not apply
any Excluded Product that is not an Additional Retl Product or to any third party products, incgdhe customer’s products,
even if such products are used in combination @@hCovered Terminal Units, 2G Covered Infrastruetand Additional
Released Products in each case sold by Nokia Affitates (e.g., if a third party handset is used in combinatiathva Nokia
base station, the third party handset will notiberised hereunder, and no third party will be lggghto the combination of any
third party handset and the Nokia base stationtHiNokia base station remains licensed to Nokéhits customers).

The foregoing release and license do not includdemse or license with respect to subject mattesrahan that expressly set fo
above and do not apply to any third party prodeeen when used in combination with 2G Covered Teaflinits, 2G Covered
Infrastructure, and Additional Released Productsaich case sold by Nokia or its Affiliates.

(i) The release, acknowledgement, license andesgeat described in Section 3(a)(i) above do natrektby implication or
otherwise, to (A) any products other than 2G Coddrerminal Units, 2G Covered Infrastructure and itiddal Released Produc
in each case sold by Nokia or its Affiliates, indilug without limitation, any Excluded Product amg/gortion of any
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Multi-Mode Product (including any portion compliamith a 2G Covered Standard) sold by Nokia or itfliates that is not an
Additional Released Product; (B) any ASICs, sofyar other components except when such ASICsyaodt or other
components are used as part of and within 2G CdvEeeminal Units, 2G Covered Infrastructure or Auutial Released Products
sold by Nokia or its Affiliates and licensed orgased in Section 3(a)(i) above; (C) any referemsigds or software except for
of such reference designs or software to desigfoantbke 2G Covered Terminal Units, 2G Coveredalsifucture or Additional
Released Products sold by Nokia or its Affiliatesd ¢éicensed or released in Section 3(a)(i) abovany ASICS, software or other
components used as part of and within such 2G @odvEerminal Units, 2G Covered Infrastructure, odidnal Released
Products; (D) any right to grant sublicenses; Qrtfigé rights and obligations under Sections 23, 8,.8.1, 8.2 and 8.3 of the TDD
Development Agreement and paragraphs 7 and 10 @n&iment No. 1 to the TDD Development Agreement.

Nokia Releas..

() In consideration of the execution and delivefyhis Agreement, effective and contingent upaetDigital’s receipt of the
Settlement Fee in accordance with Section 5(a)imexad subject to 3(b)(ii) below, Nokia Group irogably releases, acquits and
forever discharges InterDigital Group and its atéys and agents from Claims that Nokia or its predgors, successors, Affiliates
and assigns ever had, now have or hereafter cathogshmay have, for, upon or by reason of Claissested or which could have
been asserted against InterDigital or either ar thifiliates (a) that the Award is invalid, imprep, subject to vacatur or otherwise
subject to any challenge whatsoever at law, edarityy virtue of Nokia’s MFL or other rights undéretNokia PLA, Master
Agreement and TDD Development Agreement, (b) for rafund of, return, recovery, credit or set-offarst, offset, or reduction
of any kind of the Settlement Fee or monies alrgzalg under the Master Agreement, Nokia PLA, TDDv&epment Agreement
or this Agreement, regardless of whether such Cigipursued in a suit at law or equity, and regessllof the legal theory on
which such Claim is pursuect(g.Lanham Act, antitrust law, fraud, fraudulent indonemt, or negligent misrepresentation,
contract law based on the Nokia PLA, Master AgragimEDD Development Agreement or under the Awafcl) for any rights
relating to 2G Covered Terminal Units, 2G Covenefldstructure, or Additional Released Products #natdifferent from those
acknowledged and agreed to herein, whether undehwlard, Master Agreement, or Nokia PLA, or (d) &my rights relating to ¢
benefits arising from the application of the termfishe Ericsson PLA, Sony Ericsson PLA, Sony ExcsSide Letter, or Ericsson
Side Letter, except as expressly provided in Seeat{d) of this Agreement.

(if) Except as set forth below in 3(b)(iii), thdease and acknowledgement described in Sectiofi)3@bpve does not extend, by
implication or otherwise, to
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any Claims: (a) [***] ; (b) with respect to the tits and obligations under Sections 2.1, 3.5, 4,82land 8.3 of the TDD
Development Agreement and paragraphs 7 and 10 @n&iment No. 1 to the TDD Development Agreementth@) Nokia has
asserted in the lawsuit currently pending in théé¢hStates District Court for the District of Delare captionedlokia
Corporation v. InterDigital Communications Corpoi@t and InterDigital Technology CorporatigrCase No. 05-16-JJF (“the
Delaware Action”); (d) that Nokia has assertechia action currently pending in the United KingdomghlCourt of Justice,
Chancery Division, Patents Court captiomMémkia Corporation and InterDigital Technology Corption, Claim No. HC 05
C02026 (the “UK 3G Action”); or (e) that Nokia hasserted in Claim No. HC04 C01952 in the High Cotidustice of England
and Wales, Chancery Division, Patents Court iratiaty Nokia against InterDigital, including the &pation to the Court of
Appeal, Case No. A3/2004/2639, Chancery DivisiaateRts Court, captioned Nokia Corporation v. Inigital Technology
Corporation (the “UK 2G Action”).

(iii) Notwithstanding Section 3(b)(ii) above, thelease and acknowledgement described in Sectig(i)Xball apply to any Claim
that all or any portion(s) of the [***] under theakia PLA, Master Agreement and/or TDD Developmegtéement constitute
[***] of any such amounts. Nokia and its Affiliategyree that no portion of the [***] under the Mastégreement, the Nokia PLA,
and/or the TDD Development Agreement constituté][tf any such amounts, and will not allege in telaware Action or in ar
other Proceeding, that all or any portion of th&]tinder the Master Agreement, the Nokia PLA, amdhe TDD Development
Agreement [***], a basis for [***], or [***] of any such amounts.

4. OTHER COVENANTS

a.

Rights Under Prior Agreements Terminat@the Parties understand and agree that, as &ftleetive Date and contingent upon
InterDigital’s receipt of the Settlement Fee in@cance with Section 5(a) herein, all of the Partights and obligations under
the Award and the Nokia PLA shall have terminated, with respect to the Award, have been satisfietldischarged by this
Agreement and, with respect to the Nokia PLA, hagen satisfied and discharged by this Agreementl@tdK Settlement
Agreement. Further, Nokia acknowledges, represantswarrants that it has not elected to acceptlary party license
agreement under Section 3.1.2 of the Nokia PLAfdkeoEffective Date, and InterDigital acknowledgespresents, and warrants
that it has not executed any Major Competitor LeseAgreement (as that term is used and defindtkiMiaster Agreement) other
than those deemed to be Major Competitor Licenseéments in the Award. Notwithstanding the foregplDCC'’s subsidiary,
Tantivy Communications, Inc., entered into a setédat agreement, which included a patent licens&arember 1, 2005, with
Lucent Technologies Inc. (ttLucent Agreemer”). InterDigital represents and warral

***  Confidential material which has been omitted afetfseparately with the Securities and Exchanger@@ission.
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that the license granted in the Lucent Agra#niglicenses only those patents that were in@dlin the litigation between
Lucent Technologies Inc. and Tantivy Communicatjdns., (ii) only covers certain Lucent infrastrur products
compliant with “cdma2000,” and (iii) defines “cdn@®” as “a family of IMT-2000 standards, as amendduch evolved
from narrow band CDMA technologies (e.g., 1S-95 adthaOne) and, include without limitation CDMA2008, CDMA
1X EV-DO, CDMA-2000 1X E\-DV and CDMA2000 3X”

b. No Admission of Liability or Limitations on Pate@hallenge:. By entering into this Agreement, Nokia and itgilfdtes da
not make any admission as to the validity, scopsemtiality, enforceability, or value of any Intégi@al Patent nor do
Nokia or any of its Affiliates admit or agree ttzaty product of Nokia or its Affiliates infringesyanlaim of any InterDigite
Patent. By entering into this Agreement, Interlzbénd its Affiliates do not make any admissioricathe invalidity, scope,
non-essentiality, unenforceability, or value of dnterDigital Patent nor do InterDigital or anyitf Affiliates admit or
agree that any products of Nokia or its Affilia{@xcluding those released or licensed hereundenaddnfringe any claim
of any InterDigital Patent. Further, notwithstarglamything to the contrary, nothing in any agreetséetween the parties
shall preclude or limit in any way the ability obkia or its Affiliates to institute, participate as adverse party in,
otherwise provide material support or continuertparticipation in or support to, any Proceedingvalmere in the world
challenging any [***] , including seeking to re-axéne, declare not infringed, invalid, unenforceataon-essential, or
limit or construe the scope of any claim of any*|**This provision shall in no way, however, elinatie or reduce, or
expand or increase, any confidentiality obligationsestrictions (including those regarding the akeonfidential
information) that either party may have under agreament (including those obligations and restitiset forth in Article
5 of the Master Agreement) or court orc

C. Audit Rights. Contingent upon InterDigital’s receipt of the tBehent Fee in accordance with Section 5(a) hereither
Party shall take any action after the EffectiveeDtat pursue an audit or inspection of the othetyRaor the other Party’s
Affiliates’ books and records for any purpose fielgto 2G Covered Terminal Units, 2G Covered Irtfiasture or
Additional Released Products sold by Nokia or it6liates, or to InterDigital’s billing relating tthe TDD development
project. This Section shall not be deemed to pdechliscovery in any Proceeding between the Pdditee extent such
discovery is otherwise available. Notwithstandihg &bove, as to any entity that is created or comte®xistence after the
Effective Date and that Nokia claims as an Afféiainder this Agreement, InterDigital shall haverigét to obtain an aud
only as to the questions of whether the claimediafé has [***], or as to what [***]. In additionjn the event that [***]
pursuant to Section [***], InterDigital may request audit at its own expense, and in accordandetiv provisions of thi
Section 4(c) regarding compliance with Section [*#hich audit

***  Confidential material which has been omitted afetfseparately with the Securities and Exchanger@ission.
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will [***] for Nokia’s 2G Covered Terminal Uris or 2G Covered Infrastructure, [***], and the f*and regarding
compliance with Section [***], which audit will ogladdress whether an [***] described in Section*[*what [***] by
Nokia, and the [***] of 2G Covered Terminal Unitaé2G Covered Infrastructure [***]. Similarly, as ***] the Effective
Date and that InterDigital or one of its Affiliatelims [***] under this Agreement, Nokia shall f&the right to obtain an
audit only as to the questions of [***] by InterDiigl or one of its Affiliates, or as to the [***]fahe [***] and the [***] of
InterDigital or one of its Affiliates to [***]. Theauditing party shall be entitled to audit, in eaelse at its own expense, no
more than once per calendar year, following fiftéEs) business days prior notice, using an independertified public
accountant or independent patent licensing pradaasithat has signed an appropriate and reasonahtiisclosure
agreement with the Party being audited. Any infdramaobtained during the course of the audit sbalheld in confidence
by the auditing Party and the auditor except agsgary to enforce this agreeme

d kK

Contingent upon InterDigital’s receipt of the Setlent Fee in accordance with Section 5(a) heneithe event that
InterDigital sues Nokia for patent infringement &@asipon infringement of an InterDigital Patent bgki'’s or its
Affiliates’ [***] (other than subsequent to a decddory judgment claim regarding non-infringementtie United States or
similar claim regarding infringement or lack ther@oanother jurisdiction brought by Nokia or itgfiliates specifically
concerning [***]), Nokia can claim the benefit ofhatever [***], and Nokia shall be free to litigaite any such
infringement action Nokia’s position that the [**4vith respect to which InterDigital may conteétthie court finds that the
[***], InterDigital agrees that (regardless of adgfinitions, terms, or conditions of this Agreememthe contrary) the
release from InterDigital and Nokia's paid-up lisen(both set out in Section 3(a)(i) above) extenalnd cover [***] by
Nokia, but such license, with regard to [***], shhk altered as follows: [***] shall apply to NoK&license for [***]. Any
benefits obtained by Nokia under this Section 4@l not alter in any way Nokia’s rights with reddo 2G Covered
Terminal Units or Additional Released Products.

In the event that, prior to a declaratory judgn@aim or similar claim as described above or a taation involving Nokia
as described above, the scope of the [***], isiipteted in a final, non-appealable and bindinggiadior arbitral
determination then InterDigital shall promptly rigtNokia of such event.

Nothing in this Section 4(d) shall affect (i) Nolgaelease to InterDigital, (i) Nokia’s paymentliglations, as set forth in
Section 5 herein, or (iii) Nokia's rights with ragato Infrastructure under Section 4 of the TDD Blepment Agreement.
Nothing in this Section shall be construed as &mawledgment or admission from InterDigital thag {i**] .

***  Confidential material which has been omitted afetfseparately with the Securities and Exchanger@ission.
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e. Use of this AgreementContingent upon InterDigital’s receipt of the tBehent Fee in accordance with Section 5(a) herein,
InterDigital acknowledges and agrees that it wilt fi**] in any manner in the Delaware Action, théK 2G Action, or the
UK 3G Action to challenge [***] currently being amged in those actions (or, in the case of the (BKARtion, a future
claim that any or all of the InterDigital Patentsrently in the UK 3G action are invalid), or tdhetwise [***] in those
actions from [***], but InterDigital may [***] forthe limited purpose of [***] of this Agreement tagport [***]. Nokia
acknowledges and agrees that it will not use tlgigeAment in any manner in the Delaware ActionUKe2G Action, or
the UK 3G Action in an effort to [***], but Nokia @&y use this Agreement for the limited purpose &f][this Agreement
to support [***] by InterDigital. Notwithstandinghe foregoing, neither Party shall offer into evider otherwise disclose
to the fact-finder at any trial between or involyiboth InterDigital and Nokia (other than in aniactfor breach of this
Agreement and other than by court order) [***].thre event that a court orders that the [***] beenéfd into evidence or
otherwise disclosed to the fact-finder at any tedther Party may offer into evidence or otherwdselose to the fadtnder
the terms, including [***]. In addition, in the eméethat a court orders that the terms, including][be offered into
evidence or otherwise disclosed to the fact-firteany trial, either Party may offer into eviderncetherwise disclose to
the fac-finder the amount or approximate [***

f. Agreement Not to Pursue Infringement Clain@ontingent upon InterDigital’s receipt of the tRehent Fee in accordance
with Section 5(a) herein, InterDigital and its Aifites agree not to initiate or assert any patgningement claims in any
action, litigation, arbitration, or other legal administrative proceeding (including a United Stdtgernational Trade
Commission action or comparable actions in anyrgthésdictions around the world) against NokiaterAffiliates before
[***], other than in response to a future affirmagiaction or claim initiated or asserted on orratte Effective Date by
Nokia or its Affiliates concerning the validity orfringement of InterDigital Patents (but specifigaxcepting any [***]
of: (i) [***]; or (ii) [***]). InterDigital may, at its option, file such responsive action, litigatior proceeding in any forum
of InterDigital’s choice, subject to the rights of Nokia or itsikdfes to contest personal jurisdiction or seelismiss, sta
or transfer the actiol

g. Potential Future Royalties on Excluded Produ€entingent upon InterDigitad’receipt of the Settlement Fee in accord
with Section 5(a) herein, in the event that, almuary 1, 2007, any of Nokia’s or its Affiliatéskcluded Products sold
during the period between the Effective Date anddbeber 31, 2006, are found to infringe any Inteitalg?atent and a
royalty rate or amount is imposed on such prodaletss

***  Confidential material which has been omitted afetfseparately with the Securities and Exchanger@@ission.
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the Parties agree that Nokia and its Affilkaéll be entitled to a [***] for such product sal@nd that InterDigital [***]

with respect to such product sales; provided, h@wndnterDigital may attempt to establish Nokia*s'] related to sales
that occurred after such period. Except as necgssanforce InterDigital’'s agreement not [***] ¢o enforce [***], the
Parties agree and acknowledge that neither Pargyus@or refer to this provision in any way in @tfion seeking
damages from Nokia or any of its Affiliates for at infringement. In no event shall either Partigiointo evidence or
otherwise disclose to the fact finder at any toietiween or involving both InterDigital and Nokial{er than in an action for
breach of this Agreement and other than by cou¢Qrthe existence of the [***] provided in this@®n 4(g) and such
[***] shall be [***].

5. PAYMENTS

a. Nokia shall pay to ITC the Settlement Fee on ooteefpril 28, 2006, as further provided for in tlisction 5. The Parties ag!
that this payment by Nokia is (i) unconditional arat refundable, and (ii) not subject to any dedun, additions, set-offs,
increases, interest (except as set forth in Se&fjonherein), offsets, premiums, discounts (inicigdwithout limitation,
prepayment), credits (including, without limitaticany TDD Credit or Licensing Credit under Sect®h.3 of the Nokia PLA or
Period 1 Credit under the Nokia PLA), or withholgkn(other than tax withholding as described in i8ad.3 of the Master
Agreement)

b.  Nokia shall pay the Settlement Fee to ITC in Unidtes currency by wire transfer to the followaugount:

ABA #[**¥]

PNC Bank

300 Delaware Avenue
Wilmington, Delaware 19801
USA

Swift Code: [***]

Credit to: InterDigital Facility Company
Account # [***]

c.  Other than any tax withholdings permitted ur@lection 6.3 of the Master Agreement, if the paynoénihe Settlement Fee is not
made when due, it shall bear interest at the [*ffgm the date that such amount was payable uh@eBection 5 until the date
upon which such payment is made. In any actiorotiect past due amounts which have not been paaddéordance with this
Section 5, Nokia shall reimburse InterDigital fatdrDigita’s costs and reasonable attorr’ fees incurred in such actia

***  Confidential material which has been omitted afetfseparately with the Securities and Exchanger@ission.
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CONFIDENTIALITY OF TERMS . Unless otherwise required by law or court or agbitrder, the Parties shall maintain as strictly

confidential this Agreement and any proprietarpinfation disclosed under, or as a result of thetiggpn or performance of, this
Settlement Agreement. Without limiting the foregpieach Party acknowledges all pre-existing olligatof confidentiality (including

in particular the separately executed Nondiscloggr@ement governing the communications made imeotion with the negotiation
and execution of this Agreement) and agree thatcbatinue to be bound thereby in accordance viagdr terms. Notwithstanding the
foregoing, following the exchange of fully-executegtsions of this Agreement, either Party mays§Le a press release discussing the
execution of this Agreement and the material temereof, (ii) provide this Agreement or the contehtsreof in confidence to other
licensees to the extent required by most favohBee clauses (but only to the extent such liesisdgound by a non-disclosure
agreement), and (iii) disclose such informatiomay be necessary to satisfy SEC, NASDAQ, or ottegutory, regulatory, taxation, or
administrative requirements, to its accountantsn @ Proceeding between the Part

REPRESENTATIONS, WARRANTIES AND DISCLAIMERS

a.

InterDigital and its Affiliates represent andrreant to Nokia and its Affiliates that InterDigite the sole and lawful owner of all
rights, title and interest in and to each and e¥&aim and other matters which its purports toaséeherein and that InterDigital
has not heretofore assigned or transferred to argop or entity any right, title or interest in tiedeased matter

Nokia and its Affiliates represent and warrantritetDigital and its Affiliates that Nokia is thele@nd lawful owner of all right:
titte and interest in and to each and every Claich @her matters which it purports to release hemed that Nokia has not
heretofore assigned or transferred to any persemtitty any right, title or interest in the reledseatters

Each Party represents and warrants to the Bty that (i) the person signing this Agreemenit®behalf is fully authorized and
legally competent to execute and deliver this Agreset on its behalf; (ii) it is executing this Agneent wholly upon its own
volition, individual judgment, belief, and knowlegtgiii) this Agreement is made without relianceonmny statement or
representation of any other Party, except thoseseptations and warranties expressed in this Awggat (iv) the performance of
this Agreement and the transactions contemplateslihder have been fully authorized by all necessarnyorate and other action;
and (v) it is executing this Agreement after coteidn with its own independent legal coun:

This Agreement shall not be construed againspéthe Parties hereto as an admission or cormessi to the value of any Claims
resolved hereir

Each Party represents and warrants to the Bty that the Settlement Fee, this Agreementadimitior payments made under
the Nokia PLA, TDD Development Agreement, and Masigreement are in no way based upon any statelyelmterDigital or
its Affiliates regarding the validity, essentialignd/or infringement of any InterDigital Pate
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Nokia represents and warrants that, as of the @ffieDate, the only suits, arbitrations (includidigpute resolution notices unc
the Master Agreement) or actions initiated by Nakia currently pending between the Parties or thiiliates are: (i) the
Delaware Action; (ii) Nokia’'s appeal to the Unit8thtes Court of Appeals for the Second Circuihef®rder confirming the
Award; (i) the UK 2G Action; and (iv) the UK 3G d@ion. InterDigital represents and warrants thatpfthe Effective Date, the
only suits, arbitrations (including dispute resmatnotices under the Master Agreement) or actioitisited by InterDigital and
currently pending between the Parties or theirliatiés are: (v) the Second Arbitration and (vi) @enfidentiality Dispute

8. MISCELLANEQOUS

a.

Subject only to 8(b) and (c) below and the aaypiility of the pass-through rights granted in 8ec8(a) above, this Agreement is
personal to the Parties hereto and their respeéfiilates and may not be assigned or transferred,may any license or release
granted hereunder be assigned or transferred whggteperation of law or otherwise, and any attetaphake any such
assignment or transfer shall be null and v

If, after the Effective Date, InterDigital andits Affiliates assigns or transfer any of theeidigital Patents to third parties, it may
do so only on the condition that (i) the assignettansferred patents remain fully encumbered lpylitense and release described
in this Agreement, which license and release sbalain valid and effective as to the patent onseggasd or transferred and

(i) InterDigital provides the assignee or transfevritten notice of this condition prior to effieact the assignment or transf

Contingent upon InterDigital’s receipt of thettBsnent Fee in accordance with Section 5(a) heikiafter the Effective Date,
Nokia assigns or transfers all or substantiallyoflny of its [***] of any of these [***] in the normal course of Nolddusiness
going forward, provided that the [***] are idengfil in Nokia’s public documents, e.g., website, Sii@)s, etc.) or assigns or
transfers all or substantially all of its [***] ithe normal course of Nokia’s business going forwardvided that the [***] is
identified in Nokia’s public documents, e.g., websBEC filings, etc.) to a third party (i.e., atgather than Nokia or one of its
Affiliates), in either case through merger, dives® of assets, the sale of shares, or otherwashas such divested [***] is not an
Affiliate hereunder, Nokia may assign or transfer paid-up license applicable to such transferr&di fo the acquiring entity
only as to those Protected Acts undertaken by¢heieng entity for the [***] and in accordance \ithis Section c. Nokia shall
be deemed to have assigned or transferred [**theothird party acquiring entity if the assignmentransfer represents [***

***  Confidential material which has been omitted afetfseparately with the Securities and Exchanger@ission.
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In the event that the third party acquiring entitythe time of the assignment or transfer is anbee of InterDigital for 2G Covered
Terminal Units or 2G Covered Infrastructure, whivdeis applicable based on the [***] being transéel, Nokia’s paid-up license
may only be assigned or transferred to such thartymcquiring entity under the following conditsr(a) the third party acquiring
entity agrees in writing prior to the assignmentransfer that it will [***]; and (b) the [***].

In the event that the third party acquiring enéitythe time of assignment or transfer is not ankee of InterDigital, the paid-up
license being transferred by Nokia [***] describedthe [***].

In addition, whether or not the third party acquirientity at the time of the assignment or tranisferlicensee of InterDigital for
2G Covered Terminal Units or 2G Covered Infrastitest the paid-up license assigned or transferrelddiia shall only apply

(i) to Protected Acts of the third party acquiriewgtity on and after the acquisition date and @iijhte [***] that was actually
obtained from Nokia, [***]. Nokia’'s paid up licenseill be [***] by such assignment or transfer. Fexample, if Nokia sells [***]
to a third party and during the [***] of 2G Cover@@rminal Units, then the paid-up license assigmeansferred by Nokia to the
third party shall only apply, [***] of 2G CoveredeFminal Units made, used, sold, etc. by the thandyp and Nokia's paid up
license will be [***] by such assignment or transfEurther, the transferred or assigned paid-ugnke shall not extend to any
larger operations into which such assigned or fesired business group may be subsumed or any sudasiegdditions or
expansion made to such business group by the augjeintity.

Notwithstanding anything to the contrary, (i) Nokiay assign or transfer its paid-up license purstaathis provision to a third
party [***] and (ii) Nokia may not transfer the tigs under Section 4(d) herein to a third party.

d. Inthe event that (i) Nokia acquires an entftgrathe Effective Date that meets the definitidrffiliate, but that does not
constitute a Nokia Affiliate because the acquiretitg had, in the [***] and (ii) Nokia merges theguired entity into Nokia or or
of Nokia's Affiliates, then the licenses set foihSection 3(a)(i) shall not extend [***] to the mier of unit sales by Nokia or its
Affiliates of 2G Covered Terminal Units and/or 2@vered Infrastructure that were [***]provided however, the licenses set f
in Section 3(a)(i) shall continue to cover all athait sales by Nokia or its Afilliates of 2G CoeerTerminal Units and/c

***  Confidential material which has been omitted atetifseparately with the Securities and Exchanger@ission.
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2G Covered Infrastructure, including [***] urales of 2G Covered Terminal Units and/or 2G Cedénfrastructure by Nokia or
Nokia's Affiliates that may be attributable to [***]. Feexample, if Nokia acquires and merges into itaalentity that sold [***],
then [***] 2G Covered Terminal Units sold by Nokia its Affiliates [***] after the acquisition wouldbe unlicensed under this
Agreement, but [***] unit sales of 2G Covered Tenal Units sold by Nokia or its Affiliates each cadlar year after the
acquisition would continue to be licensed undes fkgreement

In the event that (i) Nokia acquires an entity afte Effective Date that meets the definition dfilfate, but that does not
constitute a Nokia Affiliate because the acquiretitg had, in the full calendar year prior to itgaisition, [***] and (ii) Nokia
operates the acquired entity as a separate confpanyloes not merge the entity into Nokia or ohblokia’s Affiliates), then any
Protected Acts performed by the acquired entityhwatgard to 2G Covered Terminal Units and 2G CaVvén&astructure shall not
benefit from any of the licenses granted to Nokid Blokia’s Affiliates under this Agreement.

e. No express or implied waiver of any breach of aryt, condition or obligation of this Agreement $le construed as a waiver
any subsequent breach of that term, condition bgation or of any other term, condition or obliget of the same or of a differe
nature.

f.  This Agreement shall be governed by and condtmeccordance with New York law, without regaoctonflict of laws
principles. The exclusive jurisdiction and venueday and all litigation over any alleged breacthi$ Agreement shall be the
United States District Court, Southern DistrictN#w York (except that the provisions of this Agresrhmay be asserted as a
defense or counterclaim in an action properly fiédsbwhere subject to the restrictions on the naofhese of the Agreement
contained herein). In particular, this provisiodl\lwave no impact on any pending litigation betwéasm Parties, namely the
Delaware Action, the UK 2G Action, or the UK 3G Agt.

g. The provisions of this Agreement shall be sedleraand if any of them are held invalid or unenéable, then that provision shall
be construed to the maximum extent permitted by Twe invalidity or unenforceability of one prowasi shall not necessarily
affect any other

h.  Each Party shall be responsible for all acti@ugiired of its Affiliates hereunder and shall iadle to the other Party for any
adverse action or failure to perform by any of sAéfiliates.

i. Each Party shall bear its own attorney’s feas mtated expenses incurred by or on behalf of Baitly in connection with the
negotiation of this Agreemer

***  Confidential material which has been omitted atetifseparately with the Securities and Exchanger@ission.
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This Agreement, the Award, the Master Agreemem,tBD Development Agreement, and the Nokia PLA ttute the entire
agreement and understanding between the Parttestas subjects addressed in this document, arefsege all prior agreements,
understandings, discussions and other communicgtibany, between the Parties with respect tasthigect matter thereof,
whether oral or written. In the event of a conflietween the terms of this Agreement and the Awdeskter Agreement, and/or
Nokia PLA, this Agreement shall control. In additjaghe Parties hereby acknowledge the contempousreacution of the Ul
Settlement Agreement and agree that, to the etierg is deemed to be any conflict or inconsistdyetyeen the releases and
licenses (or exclusions thereto) granted to Nakitnis Agreement for 2G Covered Terminal Units,@&vered Infrastructure, or
Additional Release Products and the releases aenseés (and exclusions thereto) granted to NokiaeitUK Settlement
Agreement, the terms and conditions of this Agre®rsball control with regard to 2G Covered Termidaits, 2G Covered
Infrastructure, and Additional Released Prodt

No modification or amendment to this Agreement Wwél effective unless it is in writing and execubgdauthorized representativ
of the Parties, nor will any waiver of any rights éffective unless assented to in writing by theyRa be chargec

Each Party to this Agreement agrees to perfamnfarther acts and execute and deliver any furdoeuments that may be
reasonably necessary to carry out the provisionkigfAgreement

This Agreement and any counterpart originalebémay be executed and transmitted by facsimileyaemailed portable
document format (“.PDF") document. The facsimilel@m .PDF signature shall be valid and acceptadialf purposes as if it
were an original. This Agreement may be executeduttiple counterparts, each of which shall be degmn original, but all of
which together shall constitute one and the samsteliment. In making proof of this Agreement, itlshat be necessary to prodt
or account for more than one such counter|
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IN WITNESS WHEREOF , each of the Parties has caused this Agreemdsgt éxecuted by its duly authorized officer as efdate
first set out above.

Nokia Corporation InterDigital Communications Corporation
By: /sl llkka Rahnasto /s/ Auli Luukkanen By: /s/ William Merritt

Name llkka Rahnasto Auli Luukkane Name William Merritt

Title: Vice President, IPR Director IPR Strategy & Devetamt Title: Presiden

Date: April 27, 2006 Date: April 27, 2006

InterDigital Technology Corporation

By:  /s/ William Merritt

Name William Merritt
Title: President & CEC
Date: April 27, 2006

Page 17 of 17



Exhibit 10.84
EMPLOYMENT AGREEMENT

THIS EMPLOYMENT AGREEMENT is made as of this T@lay of May, 2006, by and between James Nolan, a XaW resident (the
“Employee”), and InterDigital Communications Corption, a corporation organized and existing underdaws of the Commonwealth of
Pennsylvania (the “Company”).

WHEREAS, the Company is engaged in the busineiseadesign and development of advanced wirelesstdogies and products that
drive voice and data communications and the licgnef wireless digital technology (as more particiyl described in the Company’s Form
10-K for the year ended December 31, 2005) (thesliBess”). The definition of Business shall change e@volve over time as the Company’s
business changes and evolves, and such definh@mhfarther automatically adjust each year with fting of the Company’s then current
Form 10-K to be consistent with the business ofGbenpany described therein.

WHEREAS, Employee has been promoted to the positi@enior Engineering Officer of the Company (Eayge’s “Position”)
effective May 16, 2006, and Employee is willingatocept such Position upon the terms set forthi;mAQreement.

NOW, THEREFORE, in consideration of the mutual ectav@s and obligations contained herein, and intentli be legally bound, the
parties, subject to the terms and conditions s#t feerein, agree as follows:

1. Salary IncreaseThe Company hereby grants Employee an incredsis tzase salary as set forth in Section 4 beladvEanployee hereby
accepts such increase.

2. Term and DutiesUntil such time as Employee’s employment hereuigiterminated pursuant to the provisions of ®&c8 hereto (the
“Term”), Employee shall serve the Company faithfidhd to the best of his ability and shall devagefall time, attention, skill and efforts to
the performance of the duties required by or aptsfor his Position. Employee agrees to assumb duties and responsibilities as may be
customarily incident to such position, and as maydasonably assigned to Employee from time to bynéhe Chief Executive Officer of the
Company. Employee shall report to the Chief Exeeufficer of the Company.

3. Other Business ActivitiesDuring the Term, Employee will not, without thegy written consent of the Company, directly odimectly
engage in any other business activities or pursthistsoever, except activities in connection witly aharitable or civic activities, personal
investments and serving as an executor, trusteeather similar fiduciary capacity; provided, hovee, that such activities do not interfere
with his performance of his responsibilities andigdtions pursuant to this Agreeme



4. Compensation

(a) The Company shall pay Employee, and Employeeblyeagrees to accept, as compensation for alicesrvendered hereunder and
for Employee’s covenants as provided for in Sec8drereof, a base salary at the annual rate of Hwwadred and Twenty-Five Thousand
Dollars (subject to any increase from time to tithe, “Base Salary”). The Base Salary shall be sickiof all applicable income, social
security and other taxes and charges which areareghjry law to be withheld by the Company or which requested to be withheld by
Employee, and which shall be withheld and paidcecoadance with the Comparsyhormal payroll practice for its similarly situdtemployee
from time to time in effect.

(b) Employee shall be eligible to participate ie tbompany’s Annual Employee Bonus Plan, as amefidedtime to time (the “Bonus
Plan”), on terms and conditions no less favoratéatthose provided to the other Company senioreaadutive officers so long as the same
may be in effect. For the Year 2006, Employee diale a target bonus level of 40% of his Base $aiader the Bonus Plan. The goals shall
be consistent with the goals set for other semdrexecutive officers. The bonus shall be subjeté terms of the Bonus Plan, as amended
from time to time, and shall be referred to hegerthe “Annual Target Bonus”.

(c) Employee shall be eligible to participate ie thompany’s Long Term Compensation Program asytlmaamended from time to
time for so long as the same may be in effect (Pam”). Employee’s eligibility for an LTIP cash hamand Restricted Stock Unit award
under the Program shall be 80% of Base Salarytaféeapon the next applicable cash and Restrictedk3Jnit cycles.

(d) Employee has been awarded 5,000 Restricted &toits under the terms and conditions of the Camsal1999 Restricted Stock
Plan (“1999 Plan”) effective May 16, 2006. Subjecsuch terms and conditions of the 1999 PlanRistricted Stock Units shall vest as
follows:

May 16, 2007 1,666 share
May 16, 200¢ 1,667 share
May 16, 200¢ 1,667 share

(e) In the event any amount or benefit payablééoBEmployee under this Agreement or under any qitagr, agreement or arrangement
applicable to the Employee, is subject to an exteisemposed under Section 4999 of the InternaleRae Code of 1986, as amended (the
“Code”) (or imposed under any successor provisiaih® Code imposing a tax liability on “excess jéumate paymentsds that term is define
in Code Section 280G), Employee shall be entiiledddition to any other amounts payable undetdh®s of this Agreement or under any
other plan, agreement or arrangement applicalileet&mployee, to a cash payment in an amount gritito indemnify the Employee (or
such other person as may be liable for the paywfesuich excise tax) for the amount of any suchsxtax, and leaving Employee with an
amount, net after all federal, state and localgagqual to the amount Employee would have had gartion of his benefit under the Plan
constituted an “excess parachute payment.” Notwatiding the foregoing, the determination of the amtamecessary to indemnify the
Employee shall be made taking into account all oplayments made to the Employee under any
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plans, agreements or arrangements aside from trisefnent that are intended to indemnify the Emmayigh respect to excise taxes on
“excess parachute payments”. Any disputes as taulzions to be made under this paragraph shattéaved by the Comparg/independer
auditors, whose determinations shall be final andihg. This provision shall survive the terminatiof this Agreement and Employee’s
employment.

(f) If any payment to Employee under the termshif Agreement is determined to constitute a payraénbnqualified deferred
compensation for purposes of Section 409A of théeCeuch payment shall be delayed until the dateishsix months after the date of
Employee’s separation from service with the Companyas to comply with the special rule for certaipecified employees” set forth in
Code Section 409A(a)(2)(B)(i) unless it is deteredithat immediate distribution is permissible (dioés not trigger any additional tax
liability pursuant to Code Section 409A(a)(l)) pumst to Code Section 409A(a)(2)(A)(v) by reasobeihg payable in connection with a
change in the ownership or effective control of @@mpany or in the ownership of a substantial partf the assets of the Company or is
otherwise determined not to be subject to suchtiaddi tax liability.

5. Benefits and Expense&mployee and his dependants shall be entitleddeive those employee benefits (including, witHonitation,
paid time off, medical plan, dental plan, optioA@ILK participation and expense reimbursement) ak lsé provided to similarly situated
employees of the Company (“Benefits”).

6. Confidentiality. Employee recognizes and acknowledges that therietary Information (as hereinafter defined) isaduable, special and
unique asset of the Business of the Company. A&sultr both during the Term and thereafter, Empateall not, without the prior written
consent of the Company, for any reason either tliyrec indirectly divulge to any third party or ug@ his own benefit, or for any purpose
other than the exclusive benefit of the Company,@mfidential, proprietary, business and technicfmrmation or trade secrets of the
Company or of any subsidiary or affiliate of then@many (“Proprietary Information”) revealed, obtaidnar developed in the course of his
employment with the Company. Such Proprietary Iimi@tion shall include, but shall not be limitedttee intangible personal property
described in Section 7(b) hereof, any informatieiating to methods of production and manufactesearch, computer codes or instructions
(including source and object code listings, progtagic algorithms, subroutines, modules or othdapsuits of computer programs and related
documentation, including program notation), compptecessing systems and techniques, conceptsjtiyfowcharts, specifications, know
how, any associated user or service manuals or lkeetextual materials (including any other dated materials used in performing the
Employee’s duties), all computer inputs and outjrggardless of the media on which stored or labateardware and software
configurations, designs (including information andterial relating to any ASIC), architecture, ifaees, plans, sketches, blueprints, and any
other materials prepared by the Employee in theseoof, relating to or arising out of his employrby the Company, or prepared by any
other Company employee, representative, or comtréat the Company, or its customers, costs, bgsistéudies, business procedures,
finances, marketing data, methods, plans and sfftire identities of licensees,
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strategic partners, customers, contractors andisoppnd prospective licensees, strategic parteestomers, contractors and suppliers, the
terms of contracts and agreements with licenséedegic partners, customers, contractors and mrppthe Company’s relationship with
actual and prospective licensees, strategic partoastomers, contractors and suppliers and thasree®l requirements of, and the Company’
course of dealing with, any such actual or prospedicensees, strategic partners, customers, actoiis and suppliers, personnel informat
customer and vendor credit information, and angothaterials that have not been made availableetgéneral public, provided, that noth
herein contained shall restrict Employee’s abiiitynake such disclosures during the course ofrhj@@/ment as may be necessary or
appropriate to the effective and efficient discteang the duties required by or appropriate forRasition or as such disclosures may be
required by law; and further provided, that nothirggein contained shall restrict Employee from #jing or using for his own benefit or for
any other purpose any Proprietary Information tha¢adily available to the general public so lasgsuch information did not become
available to the general public as a direct orrextiresult of Employee’s breach of this SectioRdilure by the Company to mark any of the
Proprietary Information as confidential or propaist shall not affect its status as Proprietary imfation under the terms of this Agreement.

7. Property.

() All right, title and interest in and to Progeigy Information shall be and remain the sole axdusive property of the Company.
During the Term, Employee shall not remove from@uenpany’s offices or premises any documents, d=s;arotebooks, files,
correspondence, reports, memoranda or similar rakef or containing Proprietary Information, dher materials or property of any kind
belonging to the Company unless necessary or apatejpn accordance with the duties and resporitsdisiirequired by or appropriate for his
Position and, in the event that such materialsopgrty are removed, all of the foregoing shaltét@rned to their proper files or places of
safekeeping as promptly as possible after the rahshall serve its specific purpose. Employee siatlimake, retain, remove and/or
distribute any copies of any of the foregoing foy aeason whatsoever except as may be necesstgy discharge of his assigned duties and
shall not divulge to any third person the naturamd/or contents of any of the foregoing or of attyer oral or written information to which
he may have access or with which for any reasandyebecome familiar, except as disclosure shatldmessary in the performance of his
duties; and upon the termination of his employnveitti the Company, he shall leave with or returthi® Company all originals and copies of
the foregoing then in his possession, whether peepblay Employee or by others.

(b)(i) Employee agrees that all right, title anteiest in and to any innovations, designs, systamayses, ideas for marketing progre
and all copyrights, patents, trademarks and trateas, or similar intangible personal property whielre been or are developed or created in
whole or in part by Employee (1) at any time andrat place while the Employee is employed by Comgard which, in the case of any or
all of the foregoing, are related to and used imneztion with the Business of the Company, (2) essalt of tasks assigned to Employee by
the Company, or (3) from the use of premises osquaal property (whether tangible or intangible) ednleased or contracted for by the
Company (collectively, the “Intellectual Propertydhall be and remain forever the sole and exaugieperty of the Company. The
Employee shall promptly disclose to the Companyraéillectual Property, and the Employee shall hawelaim for additional compensation
for the Intellectual Property.



(i) Employee acknowledges that all the Intelletteoperty that is copyrightable shall be considexavork made for hire under
United States Copyright Law. To the extent that emgyrightable Intellectual Property may not besidared a work made for hire under the
applicable provisions of the United States Copyrighw, or to the extent that, notwithstanding tbeefjoing provisions, the Employee may
retain an interest in any Intellectual Propertyt ikanot copyrightable, the Employee hereby irr@lag assigns and transfers to the Company
any and all right, title, or interest that the Eoy@e may have in the Intellectual Property und@ydght, patent, trade secret and trademark
law, in perpetuity or for the longest period otheevpermitted by law, without the necessity oftiertconsideration. The Company shall be
entitled to obtain and hold in its own name allyrights, patents, trade secrets, and trademarksredpect thereto.

(iii) Employee further agrees to reveal promptlyiaflormation relating to the same to an appropriatticer of the Company and
cooperate with the Company and execute such dodgrasmmay be necessary or appropriate (1) in teetekat the Company desires to seek
copyright, patent or trademark protection, or odneglogous protection, thereafter relating to titellectual Property, and when such
protection is obtained, to renew and restore theesar (2) to defend any opposition proceedingggpect of obtaining and maintaining such
copyright, patent or trademark protection, or otlreslogous protection.

(iv) In the event the Company is unable after reabte effort to secure Employee’s signature ondadrifie documents referenced
in Section 7(b)(iii) hereof, whether because of faype’s physical or mental incapacity or for anjieatreason whatsoever, Employee hereby
irrevocably designates and appoints the Companytsuaidily authorized officers and agents as Empts/agent and attorney in fact, to act
for and in his behalf and stead to execute andafilesuch documents and to do all other lawfullynpted acts to further the prosecution and
issuance of any such copyright, patent or tradematection, or other analogous protection, with $ame legal force and effect as if
executed by Employee.

8. Covenants The Employee shall not, during the Term and thi¢ee for the Restricted Period (as defined belaws)any of the following,
directly or indirectly, without the prior writteroasent of the Company:

(a) engage or participate in any business dirextippetitive with the Company’s Business, or theitess of any of the Company’s
subsidiaries or affiliates, as same are conduateidglthe Term with respect to any period during Tierm, or upon the termination of
Employee’s employment hereunder with respect topamiod thereafter;

(b) become interested in (as owner, stockholdadde partner, co-venturer, director, officer, eoygle, agent, consultant or otherwise)
any person, firm, corporation, association or oth@ity engaged in any business that is directmpetitive with the Business of the Compi
or the business of any subsidiary or affiliateref Company, or become interested in (as ownerklstdder, lender, partner, co-venturer,
director, officer, employee, agent, consultantthieowise) any portion of the business of any perfion, corporation, association or other
entity where such portion of such business is cditingewith the Business of the Company or the bass of any subsidiary or affiliate of the
Company. Notwithstanding the foregoing, Employee tmald not more than one percent (1%) of the ontitey securities of any class of ¢
publicly traded securities of a company that isagyagl in activities referenced in Section 8(a) hiereo
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(c) influence or attempt to influence any licensggtegic partner, supplier, or customer of then@any or potential licensee, strategic
partner, supplier or customer of the Company tmiteaite or modify any written or oral agreementaurse of dealing with the Company; or

(d) influence or attempt to influence any persoermtty to either (i) terminate or modify their elopment, consulting, agency,
distributorship or other arrangement with the Conypar (ii) employ or retain, or arrange to haveg ather person or entity employ or retain,
any person or entity that has been employed oinextdby the Company as an employee, consultantt agalistributor of the Company at
any time during the twelve (12) month period imnageliy preceding the termination of Employee’s empient hereunder.

For purposes of this Agreement, the Restrictedolesihall constitute (as applicable) (i) the peribdny, that Employee shall receive
severance as set forth in Section 9 hereof, (iihenevent Employee’s employment hereunder is teatad for cause pursuant to Section 9(b)
hereof, a period of one (1) year following suchntigration, or (iii) in the event that Employee tenaies this Agreement without Good
Reason, so long as the Company voluntarily paysraece to Employee (which the Company shall be umd®bligation to do), for the
period that Employee shall receive such severdnddan no event for a period longer than one (Bryé the case of (iii) above, Employee’s
termination notice shall specify the name of anylayer that Employee intends to accept employmetit and the nature of the proposed
position. Company shall render its decision whetrarot to enforce the Restricted Period and ndifyployee thereof within thirty days of
Employee’s notice of termination to Company.

An activity shall be deemed “directly competitivghen there is a reasonable likelihood based on &epk actual possession (whet
or not in tangible form) of technical informatianade secrets or confidential information of thexpany or of any subsidiary or affiliate of
the Company or its business associates, the gcpirahibited would result in the use of such techhor trade secret or confidential
information.

9. Termination Employee’s employment hereunder may be termindteitig the Term upon the occurrence of any ortb@kvents
described in this Section 9. Upon termination, Eoyipk shall be entitled only to such compensatiehtsmefits as described in this Sectio

(a) Termination by EmployeeEmployee may terminate Employee’s employmenturater at any time, for Good Reason or without
Good Reason, by written notice of the terminatibhis employment hereunder. For purposes of thissdment, Good Reason shall mean the
failure by the Company to pay in a timely mannes@8alary or any other material form of compensatiomaterial Benefit to be paid or
provided to Employee which failure is not curedhiitten (10) business days after notice to Compbmthe event of a termination of
Employee’s employment hereunder pursuant to thisi@e9(a), this Agreement shall terminate effeetijpon the passage of ten (10) days
without cure if for Good Reason, otherwise uporeiigichy Company of Employee’s notice of terminatioriess otherwise mutually agreed in
writing. In such event, Employee’s rights to comgestion and benefits hereunder shall terminate
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as of the date of termination, except that Emplcfes| be eligible for the accrued and unpaid Bslary and Benefits as provided herein in
accordance with the terms of the respective bepkfits or their terms and conditions as in effétha@time, and other forms of compensation
payable herein (“Other Compensation”) up throughdhte of termination. In addition, solely if suelmination is for Good Reason and
provided Employee signs Company’s standard formitgation letter as provided for in Section 10 bel@mployee shall be eligible to
receive (i) continued payment of Employee’s Badargaand (ii) continued payment (during COBRA)thé Company'’s portion of the
premium for medical and dental coverage on terndscamditions comparable to those most recentlyigem/to the Employee pursuant to !
Agreement, both for the period of twelve (12) ma@ntbmmencing upon the effective date of the Em@tsyrelease as defined in Section 10
below. Such severance payments shall be inclugia# applicable income, social security and otfaetes and charges which are required by
law to be withheld by the Company and shall be ket and paid in accordance with the Compamgrmal payroll practice for its employ:
from time to time in effect. Except as specificalst forth in this Section 9(a), all Base Salagn&its and Other Compensation shall cease a
the time of such termination, subject to the teahany benefit or compensation plan then in foneeé applicable to Employee. Except as
specifically set forth in this Section 9(a), thengmany shall have no liability or obligation to Erapée or any other person claiming under or
through her for compensation or benefits hereubgleeason of such termination.

(b) Termination for Cauself the Company terminates Employee’s employmentfause, then this Agreement shall terminate
immediately and Employee’s rights to compensatiuth lzenefits hereunder shall terminate as of the ofatermination, except that Employee
shall be eligible for the accrued and unpaid partbher Base Salary, Benefits and Other Compesrsaf through the date of termination.
For purposes of this Agreement, the term “Causall shean (i) any material breach of Employee’s emplent obligations under this
Agreement toward which there is no substantial @egto cure thirty (30) days after Employeeeceipt of written notice of such breach fr
the Company, or (ii) Employee commits an act orgsioin which results in or is intended to resuljan or enrichment of Employee at the
expense of Company; or (iii) an act by Employeeining any type of willful misconduct with respeictthe Company, including without
limitation fraud, embezzlement, theft or dishonestthe course of her employment; or (iv) during tarm of Employee’s employment,
Employee’s conviction of a felony. Except as spealfy set forth in this Section 9B, the Companglshave no liability or obligation to
Employee or any other person claiming under orughoher for compensation or benefits hereundeebgan of such termination.

(c) Termination on Deathlf Employee dies, then this Agreement shall teaté immediately and Employee’s rights to compéosat
and benefits hereunder shall terminate as of theafadeath, except that Employs@xecutors, legal representatives or adminissatoall be
eligible for the accrued and unpaid portion of Base Salary, Benefits and Other Compensation wugfrthe date of death. Except as
specifically set forth in this Section 9(c), ther@many shall have no liability or obligation hereentb Employee’s executors, legal
representatives, administrators, heirs or assigasy other person claiming under or through herdagon of Employee’s death, except that
Employee’s executors, legal representatives, adtnators, or beneficiaries may be eligible to ree¢he payment prescribed under any life,
death or disability benefits plan in which she [saaticipant as an employee of the Company, amkéocise any rights afforded under any
compensation or benefit plan then in effect.




(d) Termination for Inability to Performin the event of a long term disability of the Hoyee (as such term is defined in the Company’
Long Term Disability Plan) such that the Employg@dt otherwise qualified to perform the essefftiattions of the Position with or without
reasonable accommodation (“Inability to PerfornEpployee’s employment hereunder may be terminagetido Company. In such event,
this Agreement shall terminate on the date of teatidn and Employee will be eligible to receiveadtrued and unpaid Base Salary and
Benefits and Other Compensation, including paymprescribed under any disability insurance plaarcgngement in which Employee is a
participant. Except as specifically set forth irstS8ection 9(d), the Company shall have no lighdit obligation to Employee or any other
person claiming under or through her for compengadr benefits hereunder by reason of Employeaalility or such termination. The
foregoing shall not limit the Company’s obligaticlescomply with the Americans With Disabilities Act

(e) Termination WithoutCausé . The Company may terminate Employee’s employmergiunder at any time, for any or no reason,
without cause, effective upon the date designayettidd Company. In the event Company terminates Byegl's employment without Cause
or due to Inability to Perform, as set forth abahés Agreement shall terminate on the date of ireation and Employee shall be eligible to
receive all accrued but unpaid Base Salary, Benafitl Other Compensation up to the date of teriomah addition, provided Employee
signs Company’s standard form termination lettegprasided for in Section 10 below, Employee shalléntitled to receive (i) continued
payment of Employee’s Base Salary, and (ii) comthpayment (during the applicable COBRA periodihef Company’s portion of the
premium for medical and dental coverage on terndscamditions comparable to those most recentlyigea/to the Employee pursuant to |
Agreement, both for the period of twelve (12) ma@ntbmmencing upon the effective date of the relaasgefined in Section 10 below. Such
payments shall be inclusive of all applicable inegisocial security and other taxes and chargeshwarie required by law to be withheld by
the Company and shall be withheld and paid in ataoore with the Company’s normal payroll practiceitf® employees from time to time in
effect. Except as specifically set forth in thicten 9(e), the Company shall have no liabilityobtigation to Employee or any other person
claiming under or through her for compensationamdiits hereunder by reason of such termination.

(f) Termination for Absenteeism

(i) Regular attendance at work or in conductingknisran essential element of Employee’s Positioith@dt limiting the
Company’s right to terminate Employee pursuantdoti®n 9(b) or 9(d) herein, in the event that Engpkois absent for more than one
hundred and fifty (150) days within any rolling twe (12) month period, Employee&émployment hereunder may be terminated by Com,

(i) In the event of a termination of Employee’sgoyment hereunder pursuant to Section 9(f)(i), Exyse will be eligible to
receive all accrued and unpaid (as of the dateidi sermination) Base Salary and Benefits and Gflmenpensation, including payments
prescribed under any disability or life insurantanpor arrangement in which Employee is a partitifga to which Employee is a party as an
employee of the Company. In addition, provided Eogpe signs Company'’s standard form terminatioedets provided for in Section 10
below, Employee shall be entitled to receive (Rtowed payment of Employee’s Base
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Salary, and (ii) continued payment (during the ayglle COBRA period) of the Company'’s portion of thremium for medical and dental
coverage on terms and conditions comparable tethumsst recently provided to the Employee pursuattiis Agreement (to the extent such
coverage is not provided under other Company migblans or programs relating to Disability), bfmththe period of twelve (12) months
commencing upon the Effective Date of the releasdedined in Section 10 below. Such severance patgshall be inclusive of all
applicable income, social security and other tarmescharges which are required by law to be withbglthe Company and shall be withheld
and paid in accordance with the Companydrmal payroll practice for its employees fromdito time in effect. Such severance amounts
be reduced by the amount of payments receivedéithployee with respect to this period pursuaatnty Social Security entittement or any
long term disability or any other employee bengifiin, policy or program maintained to provide béseh the event of disability in which tt
Employee was entitled to participate at the timeeahination under Section 9(f)(i). Except as sfieaily set forth in this Section 9(f)(i), the
Company shall have no liability or obligation to flmyee or any other person claiming under or thholugr for compensation or benefits
hereunder by reason of such termination.

(9) Change of Contral

(i) If there is a Change of Control during the Teand Employee’s employment with the Company hedeuis terminated within
one (1) year following such Change of Control by @ompany (except for Cause) or by Employee (whethaot for Good Reason)
Employee shall be eligible to receive all accruatiunpaid (as of the effective date of such tertimomd Base Salary, Benefits and Other
Compensation. In addition, under these circumswmmevided Employee signs Compangtandard form termination letter as providedri
Section 10 below, (i) Employee shall be eligibled¢oeive, on the Effective Date as defined in ®actiO below, an amount equal to two
(2) years’ worth of Employee’s Base Salary, anda(ii stock options granted to Employee by Compahich pursuant to the terms of the
applicable option plan vest upon a “change in adhor “change of control” (as defined under thé&tn) shall vest, and (iii) all restrictions on
restricted stock and RSUs, to the extent the Compaits sole discretion subsequently grants sedusties, which pursuant to the terms of
the applicable restricted stock plan lift (incluglias to vesting) shall be lifted. Such paymentd sleainclusive of all applicable income, soc
security and other taxes and charges which aréreghjoy law to be withheld by the Company. Excepspecifically set forth in this Section 9
(9), all Base Salary, Benefits and Other Compeosathall cease at the time of such terminationjestilto the terms of any benefit or
compensation plans then in force and applicablEnployee, and the Company shall have no othellitigbr obligation hereunder to
Employee or any other person claiming under orughoher by reason of such termination.

(if) For purposes of this Section 9(g), a “Chan§€ontrol” means the acquisition (including by mergr consolidation, or by the
issuance by the Company of its securities) by aredh or more than one Person in one transactiarseries of related transactions, of more
than fifty percent (50%) of the voting power repmated by the outstanding stock of the Company erd#tie hereof or a sale of substantially
all of the assets of the Company. A “Change of @dhshall not include a corporate reorganizatiénhe Company. For these purposes,
“Person” means an individual, partnership, corpomatoint venture, association, trust, unincorpedsassociation, other entity or association.
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10. Termination Letter As a condition precedent to the Company’s payroéeeverance and continuation of medical and diémarance
coverage pursuant to Sections 9(a), 9(e), 9(HAgilabove, Employee must sign and deliver to Campp@ompany’s form of termination
letter, without revocation, which shall include thdut limitation, a broad based employment reléasetaining, without limitation, a release
of claims for age discrimination), an obligationreaurn Company property, a reiteration of Empldyeenfidentiality obligations, and other
terms protecting the Compamyfeasonable business interests, within the tiamadrspecified in the termination letter. The effextate of th
release shall be the day after Employee’s righéwoke the release has expired.

12. Other Agreement. Employee represents and warrants to the Comjbeaty

(a) There are no restrictions, agreements or utat@mgs whatsoever to which Employee is a partichvtvould prevent or make
unlawful Employee’s execution of this AgreemenEonployee’s employment hereunder, or which are arlvbe inconsistent or in conflict
with this Agreement or Employee’s employment heteunor would prevent, limit or impair in any waetperformance by Employee of his
obligations hereunder,

(b) Employee’s execution of this Agreement and Eyeé’s employment hereunder shall not constituieeach of any contract,
agreement or understanding, oral or written, tocwiiimployee is a party or by which Employee is luhwamnd

(c) Employee is free to execute this Agreementtarehter into the employ of the Company pursuariiéoprovisions set forth herein.

(d) Employee shall disclose the existence and tefitise restrictive covenants set forth in this égment to any employer that the
Employee may work for during the term of this Agremnt (which employment is not hereby authorizedfter the termination of the
Employee’s employment at the Company.

13. Survival of ProvisionsNotwithstanding anything in this Agreement to toatrary, all representations, warranties, obiaye of
performance, statements, responsibilities, indeemiterms or conditions impliedly or expresslydlwing performance subsequent to the
expiration or termination of this Agreement, or alhicannot be determined to have been fully perfdrovgil after such time, or which by a
fair reading of their nature are intended to suréhall be deemed to survive. If for any reason lByge shall continue to be employed by the
Company following the termination of Employee’s daypnent under this Agreement, Employee shall haveight to receive any severance
or other payments hereunder until Employee ceasks employed by the Company, whereupon Employégis to severance or other
payments, if any, shall be governed by the prowssiof Section 9 hereof with respect to the pardicaircumstances involved in the
Employee’s termination of employment.

14. Successors and Assignshis Agreement shall inure to the benefit of edinding upon the Company and Employee and tasfrective
successors, executors, administrators, heirs apéfanitted assigns. Subject to Section 9(g), they@my also may assign this Agreement in
connection with any sale or merger (whether asataerger of stock or assets or otherwise) or aatpaeorganization of the Company or
business of the Company.
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Employee expressly consents to the assignmenedEtimfidentiality and Covenant provisions set fantfParagraphs 6, 7 and 8 above of this
Agreement to any new owner of the Company’s businepurchaser of the Company. Employee may nigragsiedge or encumber his or
her interest in or obligations under this Agreemeitihout the written consent of the Chief Execut®icer of the Company.

15. Employee BenefitsThis Agreement shall not be construed to bedn &f or to the exclusion of any other rights, B#s@nd privileges to
which Employee may be entitled as an employee@®fdbmpany under any retirement, pension, profitishainsurance, hospital or other
plans or benefits which may now be in effect orehhinay hereafter be adopted.

16. Notice. Any notice or communication required or permittettler this Agreement shall be made in writing st by certified or
registered mail, return receipt delivery, or byagmized overnight courier, addressed as follows:

If to Employee:

James Nolan
19 B Lone Oak Drive
Centerport, NY 11721

If to Company:

InterDigital Communications Corporation
781 Third Avenue

King of Prussia, Pennsylvania 19406
Attention: General Counsel

or to such other address as either party may fiorm to time duly specify by notice given to theatiparty in the manner specified above.

17. Entire Agreement: Amendment§his Agreement contain the entire agreement awi@rstanding of the parties hereto relating to the
subject matter hereof, and merges and supersdgesaland contemporaneous discussions, agreeraadtsinderstandings of every nature
between the parties hereto relating to the employmEEmployee with the Company excepting the Nasc@sure and Assignment of Ideas
Agreement dated February 28, 2005 and any appéiqadiicies relating to Employee’s employment wiik Company and any forms relating
to Employee’s participation in employee benefitsl@ffered by the Company (including, without liatibn, option and restricted stock
agreements), and all agreements, acknowledgenaribligations to be bound by Company policiesodedures to the extent that they
do not conflict with the terms of this Agreemenhi§ Agreement may not be changed or modified, edogan agreement in writing signed
by each of the parties hereto.

18. Waiver. The waiver of the breach of any term or provisidthis Agreement shall not operate as or be coedtto be a waiver of any
other or subsequent breach of this Agreement.

19. Governing Law This Agreement shall be construed and enforceat@ordance with the laws of the Commonwealth oinBglvania
without reference to conflict of laws principles.
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20. Invalidity. In case any one or more of the provisions corthin this Agreement shall, for any reason, be telik invalid, illegal or
unenforceable in any respect, such invalidityggility or unenforceability shall not affect the idétly of any other provision of this
Agreement, and such provision(s) shall be deematifiad to the extent necessary to make it enforieeab

21. Section HeadingsThe section headings in this Agreement are favenience only; they form no part of this Agreemamd shall not
affect its interpretation.

22. Number of DaysIn computing the number of days for purposesisf Agreement, all days shall be counted, includ@agurdays,
Sundays and legal holidays; provided, however,iftthe final day of any time period falls on a @atay, Sunday or day which is a holiday in
the Commonwealth of Pennsylvania, then such fiaglghall be deemed to be the next day which isr@dturday, Sunday or legal holiday.

23. Specific Enforcement Extension of Per.

(a) Employee acknowledges that the restrictionsainead in Sections 6, 7 and 8 hereof survive thaiteation of his employment,
regardless of the reason, and are reasonable apdsagy to protect the legitimate interests ofGbmpany and its subsidiaries and affiliates
and that the Company would not have entered insoAbreement in the absence of such restrictiongplByee also acknowledges that any
breach by him of Sections 6, 7 or 8 hereof willsmaontinuing and irreparable injury to the Comptmywhich monetary damages would not
be an adequate remedy. The Employee shall notyimetion or proceeding to enforce any of the miovis of this Agreement, assert the
claim or defense that an adequate remedy at lastsexn the event of such breach by Employee, tragany shall have the right to enforce
the provisions of Sections 6, 7 and 8 of this Agrert by seeking injunctive or other relief in amur, and this Agreement shall not in any
way limit remedies of law or in equity otherwiseadlgble to the Company. If an action at law or guigy is necessary to enforce or interpret
the terms of this Agreement, the prevailing pahglisbe entitled to recover, in addition to anyeathelief, reasonable attorneys’ fees, costs
and disbursements. In the event that the provigibi@ections 6, 7 or 8 hereof should ever be adatdd to exceed the time, geographic, or
other limitations permitted by applicable law inyapplicable jurisdiction, then such provisionslsha deemed reformed in such jurisdiction
to the maximum time, geographic, or other limitaigpermitted by applicable law.

(b) In the event that Employee shall be in breddmng of the restrictions contained in Section 8bé then the Restricted Period shall
be extended for a period of time equal to the geoittime that Employee is in breach of such resitm.

(c) In the event that Employee shall be in breddny of the restrictions contained in Sectiong 6y 8 hereof, Employee shall forfeit
his right to any further payments pursuant to $ec8 (without limiting any other relief to whicheélCompany may be entitled), but the rels
in the termination letter as described in Sectidmwill remain in full force and effect.

24. Consent to SuitAny legal proceeding arising out of or relatinghis Agreement shall be instituted in the U.Sstidit Court of the
Eastern District of Pennsylvania, or if such court
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does not have jurisdiction or will not accept jdittion, in any court of general jurisdiction iretCommonwealth of Pennsylvania, and the
Employee hereby consents to the personal and éxelusisdiction of such court and hereby waiveyg ahjection that the Employee may
have to the laying of venue of any such proceedirdjany claim or defense of inconvenient forum.

25. CounterpartsThis Agreement may be executed in one or morateoparts, each of which shall be deemed an otigana all of which
together shall be deemed to be one and the sainegnrent.

* * * *

IN WITNESS WHEREOF, the parties have caused thise@gent to be executed the day and year firstamrdbove.

ATTEST: INTERDIGITAL COMMUNICATIONS
CORPORATION
By: /sl Lisa Axt Alexander By:  /s/ William Merritt
Lisa Axt Alexandel William J. Merritt
Title: Corporate Secretal Title: Chief Executive Office

[CORPORATE SEAL]

/sl James Nolan
James Nolal
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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.
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: August 7, 200 /s/ 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: August 7, 20C /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 RéparForm 10-Q of InterDigital Communications Cargiion (the “Company”) for
the quarter ended June 30, 2006, as filed wittsdmurities and Exchange Commission on the datehg@he “Report”), I, William J. Merritt,
President and Chief Executive Officer of the Conypdrereby certify, pursuant to 18 U.S.C. SectiofQ,.&s adopted 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 ExaeAct of 1934, as amended; and

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

Date: August 7, 20C /s/ 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 June 30, 2006, as filed wittsdgmurities and Exchange Commission on the datehg@he “Report”), I, Richard J. Fagan,
Chief Financial Officer of the Company, hereby iferpursuant to 18 U.S.C. Section 1350, as adopteduant 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: August 7, 20C /sl R.J. FAGAN

Richard J. Fagan
Chief Financial Officer




