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

FORM 10-Q

XI QUARTERLY REPORT UNDER SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the quarterly period ended September 30, 2005
OR
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from to

Commission File Number 1-11152

INTERDIGITAL COMMUNICATIONS CORPORATION

(Exact name of registrant as specified in its chaet)

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

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

(Address of principal executive offices and zip cag)

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

Indicate by check mark whether the registrant € filed all reports required to be filed by SewetidB or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for sslobrter period that the registrant was requirefildsuch reports), and (2) has been subject
to such filing requirements for the past 90 dayssX] NoO

Indicate by check mark whether the registrant isnerelerated filer (as defined by Rule 12b-2 offkehange Act). YedX] No O
Indicate by check mark whether the registrantsiel company (as defined in Rule 12b-2 of the Exgle Act.): Yed] No[X]
Indicate the number of shares outstanding of etiiedssuer’s classes of Common Stock, as ofdtest practicable date.

Common Stock, par value $.01 per share 53,913,704

Class Outstanding at November 1, 200!
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INTERDIGITAL COMMUNICATIONS CORPORATION AND SUBSIDI ARIES

InterDigital ®is a trademark of InterDigital Communications Cogiimn. All other trademarks, service marks antb@ade names appearing in
this Form 10-Q are the property of their respechigklers.

GLOSSARY OF TERMS

2G

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

2.5G

A generic term usually used in reference to fulliegrated voice and data digital wireless devidsiog higher data rate services and features
compared to 2G and enhanced Internet access.

3G

“Third Generation.” A generic term usually usedéference to the next generation of digital motlideices and networks, which provide high
speed data communications capability along witltesiervices.

3GPP

“3G Partnership ProjectA partnership of worldwide accredited standardsnizations the purpose of which is to draft speatfons for Thirc
Generation mobile telephony.

CDMA

“Code Division Multiple Access.” A method of digitspread spectrum technology wireless transmigiahallows a large number of users to
share access to a single radio channel by assigniiogie 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 tedlogies (i.e., TIA/EI£A95 and cdmaOne). The CDMA family includes, with
limitation, CDMA2000 1x, CDMA 1xEV-DO, CDMA2000 1DV and CDMA2000 3x. Although CDMA2000 1x is indad under the
IMT-2000 family of 3G standards, its functionaligysimilar to 2.5G technologies. CDMA200@nd cdma2000 are registered trademarks of
the Telecommunications Industry Association (TIRISA).

Circuit

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

EDGE

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

ETSI
“European Telecommunications Standards Institufte€ standards organization which drafts standandgdirope.

FDD
“Frequency Division Duple” A duplex operation using a pair of frequencies, faméransmission and one for recepti

FDMA

“Frequency Division Multiple AccessA technigue in which the available transmissiomafdwidth of a channel is divided by frequencigs
narrower bands over fixed time intervals resulimgnore efficient voice or data transmissions avsingle channel.

Frequency
The rate at which an electrical current or sighi@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.
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GSM

“Global System for Mobile Communicationg’digital cellular standard, based on TDMA techmplpspecifically developed to provide syst
compatibility across country boundaries.

Hertz

The unit of measuring radio frequency (one cyclesgeond).

HSDPA

“High Speed Downlink Packet Acce” An enhancement to WCDMA/UMTS technology optimized liigh speed pack-switched data an
high-capacity circuit switched capabilities. A 3¢&hnology enhancement.

Internet

A network comprised of more than 100,000 intercated commercial, academic and governmental netwior&ser 100 countrie:

IPR
Intellectual Property Right.

ITC
“InterDigital Technology Corporatic” one of our wholl-owned Delaware subsidiarie

LAN

“Local Area Networl” A private data communications network linking aiedr of data devices located in the same geographiea an
which share files, programs and various devices.

Multiple Access

A methodology (e.g., FDMA, TDMA, CDMA) by which mtiphle users share access to a transmission chavinet. 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 prodyees;tices, or operations by nationally or inteioradlly accredited industrial and professio
associations or governmental bodies in order tonafbr interoperability.

TDMA

“Time Division Multiple Acces” A method of digital wireless transmission that afoa multiplicity of users to share access (imeetorderec
sequence) to a single channel without interferdrycassigning unique time segments to each usemaie channel.

TIA/EIA-95

A 2G CDMA standard

UMTS

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

WCDMA

“Wideband Code Division Multiple Access” or “Wideth CDMA.” The next generation of CDMA technologytiopized for high speed
packet-switched data and high-capacity circuitewat capabilities. A 3G technology.
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PART I—FINANCIAL INFORMATION
ltem 1. CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

INTERDIGITAL COMMUNICATIONS CORPORATION AND SUBSIDI ARIES

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 NONM-CURRENT ASSET¢

TOTAL ASSETS

LIABILITIES AND SHAREHOLDERS ' EQUITY
CURRENT LIABILITIES:

Current portion of lon-term deb!

Accounts payabl

Accrued compensation and related expe!

Deferred revenu

Foreign and domestic taxes paya

Other accrued expens

Total current liabilities
LONG-TERM DEBT
LONG-TERM DEFERRED REVENUE
OTHER LONG-TERM LIABILITIES

TOTAL LIABILITIES

COMMITMENTS AND CONTINGENCIES
SHAREHOLDERY? EQUITY:

Common Stock, $.01 par value, 100,000 shares améuhr60,203 and 59,662 sha
issued and 53,697 and 55,156 shares outsta

Additional paic-in capital
Accumulated defici

Accumulated other comprehensive |
Unearned compensati

(unaudited)

Treasury stock, 6,506 and 4,506 shares of commiohath€ost

Total shareholde’ equity

TOTAL LIABILITIES AND SHAREHOLDERS EQUITY

SEPTEMBER 30

2005

$ 41,057
73,17(
14,80¢

6,40¢
6,79(

142,23(

10,88¢
56,60¢
17,88¢

5,17¢

90,56

$ 232,79:

$ 344
5,671
11,85¢
25,27

8,27:

51,49¢
1,662
76,38(
1,18t

130,72:

602
357,74(
(154,869
(199)
(7,29)

195,97¢
93,90¢

102,07(

$ 232,79:

DECEMBER 31,

2004

$ 15,737
116,08:
11,61

5,17C

8,017

156,61

10,71¢
40,97
27,16¢

6,451

85,30¢

$ 241,92

$ 212
6,75¢
9,26¢

28,07¢
37¢
5,14t

49,83
1,672
71,12
3,63t

126,26

597
342,75:
(164,529)
(66)
(3,276)

175,48:
59,82

115,65¢

$ 241,92



The accompanying notes are an integral part oktegements.

1
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INTERDIGITAL COMMUNICATIONS CORPORATION AND SUBSIDI ARIES
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(in thousands, except per share data)

(unaudited)
FOR THE THREE MONTHS FOR THE NINE MONTHS
ENDED SEPTEMBER 30, ENDED SEPTEMBER 30,
2005 2004 2005 2004
REVENUES $ 48,53¢ $ 7,35¢ $ 122,63¢ $ 69,75
OPERATING EXPENSES
Sales and marketir 1,79¢ 1,39¢ 5,61¢ 4,40¢
General & administrativ 5,42( 5,04¢ 17,89¢ 15,86¢
Patents administration and licens 14,69¢ 7,70¢ 36,02: 19,63¢
Developmen 15,61( 12,34¢ 46,70 38,091
Repositioning 84¢ 3 84¢ 607
38,37 26,50¢ 107,08t 78,611
Income (loss) from operatiol 10,16¢ (19,147 15,54¢ (8,85%)
OTHER INCOME:
Interest and investment income, 77¢ 43€ 2,24¢ 1,12¢
Income (loss) before income tax 10,94t (18,71) 17,79¢ (7,7372)
INCOME TAX (PROVISION) BENEFIT (4,419 12,30¢ (8,139 8,051
Net Income (loss 6,52¢ (6,407%) 9,65¢ 31¢
PREFERRED STOCK DIVIDEND! — — — (66)
NET INCOME (LOSS) APPLICABLE TO COMMON SHAREHOLDER $ 6,52¢ $ (6,409 $ 9,65¢ $ 253
NET INCOME (LOSS) PER COMMON SHAR- BASIC $ 0.1z $ (0.1 $ 0.1¢ $ 0.0C
WEIGHTED AVERAGE NUMBER OF COMMON SHARES OUTSTANDI®I -

BASIC 53,61: 55,28: 54,097 55,341
NET INCOME (LOSS) PER COMMON SHAR- DILUTED $ 0.11 $ (0.12) 3% 0.17 $ 0.0C
WEIGHTED AVERAGE NUMBER OF COMMON SHARES OUTSTANDI®I -

DILUTED 57,08¢ 55,28: 57,66 59,421

The accompanying notes are an integral part obteetements.

2
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INTERDIGITAL COMMUNICATIONS CORPORATION AND SUBSIDI

ARIES

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)
(unaudited)

CASH FLOWS FROM OPERATING ACTIVITIES
Net income before Preferred Stock divide

Adjustments to reconcile net income to net caskigea by operating activitie:

Depreciation and amortizatic
Deferred revenue recogniz
Increase in deferred reven
Deferred income taxe
Tax benefit from stock optior
Non-cash compensatic
Non-cash repositioning charg
Decrease (increase) in deferred cha
Other
(Increase) decrease in ass
Receivable:
Other current asse
(Decrease) increase in liabilitie
Accounts payabl
Accrued compensatic
Other accrued expens

Net cash provided by operating activit

CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of shi-term investment
Sales of sho-term investment
Purchases of property and equipm
Capitalized patent cos
Acquisition of patent:

Net cash provided (used) by investing activi

CASH FLOWS FROM FINANCING ACTIVITIES

Net proceeds from exercise of stock options andamés and employee stock purchase |

Payments on lor-term debt, including capital lease obligatic
Dividends on Preferred sto

Redemption of Preferred sto

Repurchase of Common sta

Net cash used by financing activiti

NET INCREASE IN CASH AND CASH EQUIVALENT
CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOI

CASH AND CASH EQUIVALENTS, END OF PERIOI

SUPPLEMENTAL CASH FLOW INFORMATION
Issuance of restricted common st

Leased asset additions and related oblige
Interest paic

Income taxes paid, including foreign withholdingea

FOR THE NINE MONTHS
ENDED SEPTEMBER 30,

2005 2004
$ 9,65t $  31¢
8,42¢ 7,28¢
(43,64°) (36,899
46,108 62,99t
8,03¢ (16,639
— 5,43(
7,221 3,83(
15€ —
83¢ (4,75)
25 (20)
(3,199 31,23¢
1,55¢ 3,14¢
(508) (54E)
54z 1,482
2,421 95¢
37,63 57,81¢
(95,67¢) (135,43
138,53 119,50¢
(4,006) (2,65¢)
(12,547) (8,816)
(8,05() —
18,26 (27,396
3,75: 10,25(
(243) (152)
— (37)
— (51)
(34,08¢) (17,062)
(30,576) (7,057)
25,32( 23,37:
15,73 20,87
$ 41,05 $ 44,24¢
$ 494 $  45C
$  36F $  —
$  14¢ $ 121
$  75E $ 4,187




Non-cash dividends on preferred stc

The accompanying notes are an integral part obteetements.
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INTERDIGITAL COMMUNICATIONS CORPORATION AND SUBSIDI ARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
September 30, 2005
(UNAUDITED)

1. BASIS OF PRESENTATION:

In the opinion of management, the accompanying dited, condensed, consolidated financial stateneoritain all adjustments,
consisting only of normal recurring adjustmentsassary for a fair statement of the financial positf InterDigital Communications
Corporation (collectively with its subsidiarieseefed to as “InterDigital,” the “Company,” “we,” &l and “our”) as of September 30, 2005, the
results of our operations for the three and ninatiended September 30, 2005 and 2004, and thdleas for the nine months ended
September 30, 2005 and 2004. The accompanying itedudondensed, consolidated financial statemeaie been prepared in accordance
with the instructions for Form 10-Q and, accordinglo not include all of the detailed schedule&rimation and notes necessary to present
fairly the financial condition, results of operat®and cash flows in conformity with generally giteel accounting principles. Therefore, these
financial statements should be read in conjunatith the financial statements and notes theretdadoed in the Company’s latest Annual
Report on Form 10-K for the fiscal year ended Ddoen81, 2004 (2004 Form 10-K) as filed with the 8#&ies and Exchange Commission
(SEC) on March 31, 2005. The results of operatfoninterim periods are not necessarily indicatiVéhe results to be expected for the entire
year. The Company has one reportable segr

The preparation of financial statements in conftymiith generally accepted accounting principlesuisees management to make
estimates and assumptions that affect the repartexiints of assets and liabilities, and disclosofe®ntingent 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 dif
from these estimates.

Certain prior period amounts have been reclassifiembnform to the current period presentation.
There have been no material changes in our exiattogunting policies from the disclosures inclugedur 2004 Form 10-K.

The Company accounts for stock-based employee awosafien under the recognition and measurementiphascof Accounting
Principles Board (APB) Opinion No. 2Bccounting for Stock Issued to Employeasd related interpretations. No stock-option-tdase
employee compensation cost is reflected in netnresas all effected options have an exercise pdcel to the market value of the underlying
Common Stock on the date of grant. The followirgdallustrates the effect on net income and egsimer share if the Company had applied
the fair value recognition provisions of StatemeffEinancial Accounting Standards (SFAS) Stateniant123,Accounting for Stock-Based
Compensation to stock-option-based employee compensatiorhfindands, except per share data):

FOR THE THREE MONTHS FOR THE NINE MONTHS
ENDED SEPTEMBER 30, ENDED SEPTEMBER 30,
2005 2004 2005 2004
Net income (loss) applicable to Common Sharehol- as reporte: $ 6,52¢ $ (6,40 $ 09,65t $ 252
Add: Stocl-based employee compensation expense included dnteeipne!
income 2,24¢ 1,58¢ 7,221 3,83(
Deduct: Total stoc-based employee compensation expense deterr
under fair value based method for all awe (2,767 (2,850 (9,869 (20,777
Tax Effect 177 42¢ 901 2,36(
Net income (loss) applicable to Common Sharehol- pro forma $ 6,18: $ (7,235 $ 7,90¢ $ (4,329
Net income (loss) per she- as reporte« basic 0.12 (0.12) 0.1¢ 0.0C
Net income (loss) per she- as reporte« diluted 0.11 (0.12) 0.17 0.0C
Net income (loss) per she- pro forma— basic 0.12 (0.13) 0.1t (0.0§)
Net income (loss) per she- pro forma- diluted 0.11 (0.13) 0.14 (0.09)
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The fair value of each option grant is estimatedh@ndate of grant using the Black-Scholes optidcirg model with the following
weighted-average assumptions:

FOR THE THREE MONTHS FOR THE NINE MONTHS
ENDED SEPTEMBER 30, ENDED SEPTEMBER 30,
2005 2004 2005 2004
Expected option life (in year: 4.9 4.8 4.9 4.8
Risk-free interest rat 4.1% 3.5% 4.0% 3.4%
Volatility 78% 9C% 78% 90%
Dividend yield — — — —
Weighted average fair vall $ 13.0- $ 12.6( $ 12.6: $ 19.5(

In December 2004, the Financial Accounting Stansl&wolard (FASB), issued SFAS No. 123 (revised 2084are-Based Payment
SFAS No. 123(R) requires that the compensationredating to share-based payment transactionsdoginized in financial statements. The
cost will be measured based on the fair value @friktruments issued. SFAS No. 123(R) covers a veidge of share-based compensation
arrangements including share options, restrictagesplans, performance-based awards, share appyacaights and employee share purchase
plans. SFAS No. 123(R) replaces SFAS No. 123 apdrsedes APB Opinion No. 25. As originally issued 995, SFAS No. 123 established
as preferable the fair-value-based method of adomyfor share-based payment transactions with eyegls. However, SFAS No. 123
permitted entities the option of continuing to agpthle guidance in APB Opinion No. 25 as long asatempanying footnotes to financial
statements disclosed what net income would have baeé the preferable fair-value-based method beed.un April 2005, the SEC delayed
the effective date of SFAS 123(R) for public comipario annual periods beginning after June 15, 2065plan to adopt SFAS 123(R) on
January 1, 2006 using the modified-prospective otkthive are currently evaluating the effect SFAS N8(R) will have on our consolidated
financial position, results of operations and cims.

In May 2005, the FASB issued SFAS No. 1B4counting Changes and Error Correctiomghich replaces APB Opinion No. 20,
Accounting Change, and SFAS No. Reporting Accounting Changes in Interim Financiet8ments-An Amendment of APB Opinion Na. 28
SFAS No. 154 provides guidance on the accountingrid reporting of accounting changes and erraections. It establishes retrospective
application, or the latest practicable date, ageleired method for accounting for and reportiraghange in accounting principle and a
correction of an error. SFAS No. 154 is effectige dccounting changes and corrections of errorsenrafiscal years beginning after
December 15, 2005 and is required to be adoptetebompany no later than January 1, 2006. We texpect the adoption of SFAS
No. 154 will have a material impact on our consatiédi financial position, results of operations aash flows

2. SIGNIFICANT AGREEMENTS AND EVENTS:

Kyocera

On September 1, 2005, our patent holding subséadigntered into a worldwide, non-transferable, excitisive, patent license agreement
with Kyocera Wireless Corporation, and its parerporation, Kyocera Corporation, (collectively, “Bgera”). The five-year 3G patent license
agreement covers the sale of terminal units compligth cdma200@® technology and its extensions commencing July 0420

Under the terms of the patent license agreemensaljéct to a Kyocera option to convert the licetosa royalty-bearing basis, Kyocera
is obligated to pay a license fee of $50 milliomieth covers licensed product sales up to a spedifieshold dollar amount. Kyocera has made
an
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initial payment of $20 million, which we receivedthird quarter 2005. Subject to Kyocera's righekercise its option, Kyocera is obligated to
pay three additional $10 million installments dwelater than the third quarters of 2006, 2007, 20@8, respectively.

General Dynamics

In December 2004, we entered into an agreement®@eatieral Dynamics C4 Systems (General Dynamicsgitee as a subcontractor
the Mobile User Objective System (MUOS) programtfer U.S. military. MUOS is an advanced tacticaldstrial and satellite
communications system utilizing 3G commercial dalltechnology to provide significantly improvedyhidata rate and assured
communications for U.S. warfighters.

The Software License Agreement (SLA) requires udelover to General Dynamics standards-compliantDM& modem technology,
originating from the technology we developed unalaragreement with Infineon Technologies AG, fararporation into handheld terminals.
Under the agreement, we expect to receive $18lomibr delivery of, and a limited license to, caommercial technology solution for use
within the government’'s MUOS and Joint Tactical Ra8lystem programs. Maintenance and product trgiaie also covered by this amount.
The agreement also includes options that are esadie by General Dynamics at various times thrddghch 2006 for additional deliverables
valued at up to $4.0 million. We anticipate thaajority of our MUOS program deliverables and retbpayments will occur in 2005. After
2005, any significant revenue related to this ages#, as currently in place, would occur only & thptions are exercised by General
Dynamics. In addition to the deliverables specificalentified in the agreement, we have agreeprtivide additional future services as
requested by General Dynamics. The SLA may be textad for convenience if the U.S. Government teateis, for convenience, that portion
of the MUOS program that includes General Dynamics.

We are accounting for the delivery of and limitexthse to our commercial technology platform urtierSLA using the percentage-of-
completion method. This portion of the agreementisied at $16.5 million. From the inception of Hgreement through September 30, 2005,
we recognized approximately $13.6 million in revenincluding approximately $3.4 million in third auer 2005. Our accounts receivable
included unbilled amounts of approximately $5.7lionl and $0.1 million at September 30, 2005 andebauer 31, 2004, respectively. At
September 30, 2005, our other current assets iedlagproximately $0.2 million of related costs whieere deferred in accordance with our
application of the percentage-of-completion method.

During the first nine months of 2005, we receiv@$million from General Dynamics related to cont@iemilestones.

Subsequent to the delivery of our commercial tetdmyoplatform, we will provide General Dynamics wiupport for a period of three
years. This portion of the SLA is valued at $2.0liori and we will recognize the related revenuerdy®ver the period of suppo

Philips

In August 2005, we entered into an agreement whihg® Semiconductors B.V. (Philips) that requitesto deliver our HSDPA
technology solution to Philips for integration irRailips’ family of Nexperid” cellular system solutions. Under the agreementyillalso
assist Philips with chip design and developmeritpsose modification and system integration anditgsto implement our HSDPA technology

solution into the Philips chipset. Subsequent &dalivery of portions of our HSDPA technology simn, we will provide Philips with support
and maintenance over an aggregate estimated peragzproximately 2 years.

We are accounting for the delivery of and limitesthse to our HSDPA technology solution under thiéi)s agreement using the
percentage-otompletion method. From the inception of the agrenthrough September 30, 2005, we recognized appately $1 million ir
revenue. During third quarter 2005, we received $Aillion from Philips in connection with the siggj of the agreement. At September 30,
2005, our accounts receivable included unbilled amt®of approximately $0.5 million.
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Acquisition of Patents

In first quarter 2005, we acquired, for a purchasee of approximately $8.1 million, selected paseimtellectual property blocks a
related assets from an unrelated third party. Thesets are designed to improve the range, thratigimal reliability of wireless LAN and oth
wireless technology systems. The purchase priceall@sated almost entirely to patent assets witlbrainal amount being allocated to other
assets. Based on our assessment in connectiotheitisset acquisition, we are amortizing thesengater/er their expected useful lives of
approximately 15 years.

3. INCOME TAXES:

Our accumulated tax losses, which include allowadelguctions related to exercised employee stodkmptgenerated federal net
operating loss (NOL) credit carryforwards of appnoately $110 million as of December 31, 2004. The&# credit carryforwards were the
largest component of our deferred tax assets wbietore any adjustment for valuation allowance, &aalx-effected value of $107.6 million.
Generally accepted accounting principles requiaé e establish a valuation allowance for any partf our deferred tax assets for which
management believes it is more likely than not vilkhe unable to utilize the asset to offset futtares.

During the first nine months of 2005, our effecttag rate, excluding foreign source withholding teas approximately 34%. At
December 31, 2004, we held a valuation allowana@gppfoximately $75.2 million against our deferrax assets of approximately $107.6
million. We will continue to evaluate the potentise of our deferred tax assets and, dependinguious factors, could reverse all or a portion
of the remaining valuation allowance in the futiiée believe that the future utilization of our deésl tax assets, which are currently offset by
a valuation allowance, continues to be dependemtait, upon our success in three key areas: €lpatential amount and timing of revenue
associated with our technology products; (2) the@me of outstanding patent license arbitratiorssldgigations; and (3) our ability to sign
additional revenue generating patent license ageatsnWe will continue to provide a valuation alaovee on a portion of our deferred tax
assets until our success in these or other areaglps evidence that our deferred tax assets withbre fully utilized. Subsequent revisions to
the estimated realizable value of our deferredagsets could cause our provision for income taxeaty significantly from period-to-period,
although our cash tax payments would remain unegfteantil our NOL credit carryforward is fully utied or has expired.

Under Internal Revenue Code Section 382, the atitin of a corporation’s NOL credit carryforwarddimited following a change in
ownership (as defined by the Internal Revenue Cofigjeater than 50% within a three-year periodt i determined that prior equity
transactions limit the ComparsyNOL credit carryforwards, the annual limitatioill e determined by multiplying the market value the dat
of ownership change by the federal long-term tagrept rate. Any amount exceeding the annual lingitathay be carried forward to future
years for the balance of the NOL credit carryforvperiod.

In 1992, the Company experienced a more-than-50%utative change in ownership. As a result of suwmnge in ownership,
approximately $20 million of the Company’s NOL citezhrryforwards were limited as of December 31020f the Company experiences an
additional more-than-50% cumulative ownership clearige full amount of the NOL credit carryforwaréyrbecome subject to annual
limitation under Internal Revenue Code Section 38&re can be no assurance that the Company waiizecthe benefit of any NOL credit
carryforward.
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4. INCOME PER SHARE:

The following table sets forth a reconciliationtbé shares used in the basic and diluted net ingemehare computatior

(In thousands, except per share date

Three Months Ended September 30, 2005

Three Months Ended September 30, 2004

Income Shares Income Shares
(Numerator) (Denominator) Per-Share (Numerator) (Denominator) Per-Share
Amount Amount
Income (loss) per sha- basic:
Income (loss) available to Common
Shareholder $ 6,52¢ 53,61: $ 0.1Z $ (6,407 55,28: $ (0.12)
Effect of dilutive options, warrants al
restricted stock unit — 3,47¢ (0.01) — — —
Income (loss) per sha- diluted:
Income (loss) available to Comm
Shareholders + dilutive effects of
options, warrants and restricted
stock units $ 6,52¢ 57,08¢ $ 0.11 $ (6,407 55,28: $ (0.12)

Nine Months Ended September 30, 2005

Nine Months Ended September 30, 2004

Income Shares Income Shares
(Numerator) (Denominator) Per-Share (Numerator) (Denominator) Per-Share
Amount Amount
Income per shar- basic:
Income available to Commc
Shareholder $ 9,65¢ 54,09’ $ 0.1¢ $ 258 55,341 $ 0.0C
Effect of dilutive options, warrants and
restricted stock unit — 3,56¢ (0.01) — 4,08( —
Income per shar- diluted:
Income available to Common
Shareholders + dilutive effects of
options, warrants and restricted
stock units $ 9,65¢ 57,66: $ 0.17 $ 258 59,42! $ 0.0C

For the three and nine months ended Septembel086, @ptions and warrants to purchase approximat&lynillion and 1.8 million
shares of Common Stock were excluded from the ctetipu of diluted earnings per share because thecise prices of these options and
warrants were greater than the weighted-averagkeangrice of our Common Stock during this period,aherefore, their effect would have

been anti-dilutive.

For the three and nine months ended Septembe08@, 2ptions and warrants to purchase approxima&t@lynillion and 1.7 million
shares of Common Stock were excluded from the ctettipn of diluted earnings per share because thecise prices of these options and
warrants were greater than the weighted-averagkeangrice of our Common Stock during this period,aherefore, their effect would have

been anti-dilutive.
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5. LITIGATION AND LEGAL PROCEEDINGS
Nokia
Nokia Arbitration

As previously reported in the Company’s Annual Répoa Form 10-K for the year ended December 31422004 Form 10-K) and
Form 10-Q for the quarters ended March 31, 2005Jainé 30, 2005, respectively (Forms 10-Q), in 2093, Nokia Corporation (Nokia) filed
a Request for Arbitration against InterDigital Coomitations Corporation (IDCC) and InterDigital Techogy Corporation (ITC), one of the
Company’s wholly-owned subsidiaries, regarding Mé&kroyalty payment obligations for its worldwidales of 2G GSM/TDMA and 2.5G
GSM/GPRS/EDGE products under the existing pateehBe agreement with ITC (Nokia Arbitration). Thiitaation was conducted by the
International Court of Arbitration of the Internaitial Chamber of Commerce (ICC), in accordance thighdispute resolution provisions of the
patent license agreement. The binding arbitratiated to ITC's claim that the patent license agrests ITC signed with Telefonaktiebolaget
LM Ericsson and Ericsson Inc. (Ericsson) and Sorigs&on Mobile Communications AB (Sony EricssonMarch 2003 defined the financial
terms under which Nokia would be required to payatiies on its worldwide sales of 2G GSM/TDMA an8@ GSM/GPRS/EDGE products
commencing January 1, 2002.

In the Final Award, rendered in June 2005, the #abiTribunal (Tribunal) operating under the auggiof the ICC held that ITC's patent
license agreement with Ericsson constituted a M@mmpetitor License Agreement for 2G GSM/TDMA an8@ GSM/GPRS/EDGE
infrastructure and that ITC’s patent license agremwith Sony Ericsson constituted a Major Competiticense Agreement for 2G
GSM/TDMA and 2.5G GSM/GPRS/EDGE terminal units.sAgh, the Tribunal determined that these agreemeares properly applied to
Nokia by ITC, and commenced No’s royalty obligations with respect to those progdufcom 2002 through 2006.

In July 2005, IDCC and ITC filed in the United StaiDistrict Court for the Southern District of N&erk a Petition to confirm the Final
Award. In August 2005, Nokia filed an OppositionlRCC’s and ITC’s Petition and a Cross-Petition &rdss-Motion to vacate or modify the
Final Award. As part of its filing, Nokia has recaied that the Court refuse to enforce the Final iveand set aside or modify the Final Award.
IDCC and ITC believe that Nokia’s actions are withmerit and intend to continue to vigorously persmforcement of the Final Award. The
Court has scheduled oral arguments on the foreguoatters for December 2005.

Nokia UK Proceedings

As previously reported in the Compés 2004 Form 1-K and 2005 Forms -Q, in June 2004, Nokia commenced a patent revat
proceeding in the English High Court of Justicea@tery Division, Patents Court, seeking to haveglof ITC's UK patents declared invalid
(UK Revocation Proceeding). Nokia also seeks ad@atibn that manufacture and sale of GSM mobilekiafnastructure equipment complie
with the ETSI GSM Standard (Release 4) withoutrggefrom ITC does not require infringement of tHgk3 patents, so that none of the pat
are essential IPR for that standard. The hearintfpisrmatter commenced November 2, 2005.

In July 2005, Nokia filed a claim in the EnglishgHiCourt of Justice, Chancery Division, Patentsr€against ITC. Nokia's claim seeks
a Declaration that the importation, manufacturés,saupply, keeping or use of mobile phones anidfoastructure equipment compliant with
the FDD mode of operation as set out in 3GPP Stdnfia 41.101 Release 5 or any revisions to thlater releases without license from ITC
does not require infringement of any of thirty-afdTC’'s UMTS European Patents registered in the Blich that none of the patents is
Essential IPR for that standard. InterDigital irdsrno vigorously defend its position.

Nokia Delaware Proceeding

In January 2005, Nokia and Nokia, Inc. filed a ctaim in the United States District Court for thésiict of Delaware against tt
Company and ITC for declaratory judgments of patevalidity and non-infringement of certain claimcertain patents, and violations of the
Lanham Act. We have filed a motion to dismiss thmplaint to which Nokia has responded. The Coustriw ruled on the motion.
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Samsung

As previously reported in the Compis 2004 Form 1-K and 2005 Forms -Q, in November 2003, Samsung Electronics Co.
(Samsung) filed a Request for Arbitration agailsEC and ITC with the ICC regarding Samsung'’s rgyptlyment obligations for its
worldwide sales of 2G GSM/TDMA and 2.5G GSM/GPRS@EDproducts under its existing patent license agess with ITC (Samsung
Arbitration). The binding Samsung Arbitration reato ITC’s claim that the patent license agreemBr€ signed with Ericsson and Sony
Ericsson in March 2003 defined the financial termder which Samsung would be required to pay rsatin its worldwide sales of 2G
GSM/TDMA and 2.5G GSM/GPRS/EDGE products commendgguary 1, 2002 through December 31, 2006. Areetiary hearing is
currently scheduled to be conducted in January 2006

Lucent

As previously reported in the Compi's 2004 Form 1-K and 2005 Forms -Q, in March 2004, Tantivy Communications, Inc., af
our wholly-owned subsidiaries (Tantivy), filed avsuit in the United States District Court for thaskern District of Texas against Lucent
Technologies, Inc. (Lucent), a leading manufactofeaxdma200® equipment. The case was originally based on owartsss of infringement
by Lucent of nine of Tantivy’s US patents. The laiwsought damages for past infringement and amgtjon against future infringement, as
well as interest, costs, and attorneys’ fees. Lumsponded to the lawsuit seeking a declaratiamofinfringement and alleging that the
patents were invalid and requested attorneys’ deescosts.

In November 2005, Tantivy and Lucent agreed to disrthe patent infringement litigation between themd, together with IDCC,
entered into a combined patent license and techgagreement. Under the terms of the agreementritus obligated to pay approximately
$14 million over a period of approximately 5 yedrantivy granted a patent license to Lucent unaéy those patents which were involved in
the litigation being dismissed covering Lucent’sna?000® infrastructure products. In addition, IDCC and Lokcagreed to cooperate on
advanced technology programs. The parties expesiter into negotiations regarding licensing thiafee of their respective patent portfolios
and to discuss further business relationships.
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Federal

As previously reported in the Compis 2004 Form 1-K and 2005 Forms -Q, in October 2003, Federal Insurance Company (&aéd
the insurance carrier which provided partial reinsement to the Company of certain legal fees apérses for the now-settled litigation
involving the Company and Ericsson Inc., deliveieds a demand for arbitration under the Pennsijdvidniform Arbitration Act. Federal
claims, based on their determination of expectddeveno the Company resulting from our settlemewmbiving Ericsson Inc., that an insurance
reimbursement agreement (Agreement) requires tertburse Federal approximately $28.0 million ftiomeys’ fees and expenses it claims
were paid by it. Additionally, under certain circstances, Federal may seek to recover interess ahaiim. In November 2003, the Company
filed an action in United States District Court fbe Eastern District of Pennsylvania (the Cowggkéng a declaratory judgment that the
reimbursement agreement is void and unenforceabéking reimbursement of attornefmés and expenses which have not been reimburs
Federal and which were paid directly by the Compargonnection with the Ericsson Inc. litigatiomdaseeking damages for Federal’s bad
faith and breach of its obligations under the iasge policy. In the alternative, in the event tienbursement agreement is found to be valid
and enforceable, the Company is seeking a dectgrjatdgment that Federal is entitled to reimbursett@sed only on certain portions of
amounts received by the Company from Ericssongacsuant to the settlement of the litigation inwiegyEricsson Inc. Federal requested the
Court dismiss the action and/or have the matterred to arbitration.

In October 2005, the Court filed an order grantimgart and denying in part Federal’'s motion tordgs the Company’s complaint. As
part of its decision, the Court determined thatAlgeeement between Federal and the Company (whiglkeément served as a basis for
Federal’'s demand to recover any legal fees andnsesg is enforceable, but did not address whethb@eral is entitled to recover any legal fees
and expenses. Also, the Court reserved to a iaterdonsideration of whether any arbitration awaadild be binding on the parties.
Additionally, in October 2005, the Company filedhation to reconsider the Court’s order which hasyetd been decided. Prior to Federal's
demand for arbitration, we had accrued a contintiaility of $3.4 million related to the AgreemeiWe continue to evaluate this contingent
liability and have maintained this accrual at Seyter 30, 2005. While we continue to contest thistenaany adverse decision or settlement
obligating us to pay amounts materially in excefshe accrued contingent liability could have a eni negative effect on our consolidated
financial position, results of operations or casis.

Other

We have filed patent applications in the United&tand in numerous foreign countries. In the @dirtourse of business, we currently
are, and expect from time to time to be, subjechimlenges with respect to the validity of ourgrais and with respect to our patent
applications. We intend to continue to vigorousdfeshd the validity of our patents and defend adaing such challenges. However, if certain
key patents are revoked or patent applicationsl@néd, our patent licensing opportunities couldriagerially and adversely affected.

We and our licensees, in the normal course of legsirhave disagreements as to the rights and tibligaf the parties under the
applicable patent license agreement. For exammesould have a disagreement with a licensee dsetarhount of reported sales of covered
products and royalties owed. Our patent licenseeagents typically provide for arbitration as thechenism for resolving disputes. Arbitration
proceedings can be resolved through an award reddsran arbitration panel or through private setént between the parties.

In addition to disputes associated with enforcenaeidtlicensing activities regarding our intelle¢tproperty, including the litigation and
other proceedings described above, we are a gadther disputes and legal actions not relateditdndellectual property but also arising in
ordinary course of our business. Based upon infoomgresently available to us, we believe thatuhienate outcome of these other disputes
and legal actions will not materially affect us.

6. STOCK REPURCHASE:

In October 2004, our Board of Directors authoritegl repurchase of one million shares of the Com’s common stock (Repurche
Program). In March 2005, the Board of Directorsanged the Repurchase Program by an additional
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one million shares to a total of two million sharég began activity under the Repurchase Prograly iedirst quarter 2005 and repurchase
total of 500,000 shares in the first quarter abst of approximately $9.0 million. We repurchadee temaining 1.5 million shares under the
Repurchase Program in early second quarter 2088 @dt of approximately $25.1 million.
7. COMPREHENSIVE INCOME :

The following table summarizes comprehensive incfoné¢he periods presented (in thousands):

For the Three For the Nine
Months Ended Months Ended
September 30, September 30,
2005 2004 2005 2004
Net income (loss $6,52¢  $(6,407) $9,65¢  $ 258
Unrealized (loss) gain on investme (96) 36 (132) (303)
Total comprehensive incon $6,43( $(6,367)  $9,52: $ (50)

8. REPOSITIONING ACTIVITIES

On August 4, 2005, we announced plans to closé/elioourne, Florida design facility. We ceased oewvalopment activity at thi
facility in third quarter 2005 and relocated cartdevelopment efforts and personnel to other Compagations. On the date of the announced
closing, there were thirty-three full or part-tiremployees at this facility, of which 5 have accdpiffers of continued employment elsewhere
within our organization. We expect the repositignia result in annual pre-tax cost savings of $8illlon.

In connection with the closure, we expect to re@mgnepositioning charges totaling approximatelyillion, comprised of severance and
relocation costs of $0.9 million and facility clogicosts of $0.5 million. The facility closing cesticlude lease termination costs, fixed asset
writeoffs and costs to wind down the facility. Wezorded approximately $0.8 million of this chargehird quarter 2005 and expect to record
the majority of the remaining charges over the méx¢ months. The third quarter charge was comgpigdoth severance and relocation costs
(%$0.5 million) and facility closing costs ($0.3 tinh). We have accrued a liability of approximatéy.4 million at September 30, 2005, rela

to the third quarter repositioning charge.
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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 conjiorctwith the unaudited, condensed consolidatechfifed statements and notes thereto
contained elsewhere in this document, in additionterDigital Communications Corporation’s (colieely with its subsidiaries referred to as
InterDigital, the Company, we, us and our) AnnuapBrt on Form 10-K for the fiscal year ended Decendi, 2004 (2004 Form 1K)} as filec
with the Securities and Exchange Commission (SEQYlarch 31, 2005, other reports filed with the SB@ the “Statement Pursuant to the
Private Securities Litigation Reform Act of 1995%lbw. Please refer to the Glossary of Terms locaftst the Table of Contents for a list and
detailed description of the various technical, stdyiand other defined terms that are used inRbisn 10-Q for the quarter ended
September 30, 2005.

Expiring 2G Patent License and Technology Revenue

We will complete the amortization of $53 million idyalty revenue associated with our TDMA patecgtise agreement (2G) with NE
Corporation of Japan (NEC) in February 2006. Telaktiebolaget LM Ericsson and Ericsson Inc. (Enedsand Sony Ericsson Mobile
Communications AB (Sony Ericsson) obligations tg payalties under their respective 2G/2.5G patieenise agreements will end on
December 31, 2006. Together, these three licertsgegbuted approximately $25.7 million or 21% aeir@evenue in first nine months 2005.
addition, by December 31, 2005, we will have cortgeleamortization of deferred revenue from othera@@ements, which collectively
contributed $2.5 million or 2.0% of our revenudimt nine months 2005.

We also anticipate that a majority of our delivéealunder the Mobile User Objective System (MUO®gpam for the U.S. military and
related payments under our agreement with Gengnahiics C4 Systems, (General Dynamics) will ocal2005. After 2005, any significant
revenue related to this agreement as currentiaicepwvould occur only if the options provided forsuch agreement are exercised by General
Dynamics.

We continue to place substantial focus on both edimgy our base of 3G licensees and resolving cudgtg patent license arbitrations
and litigations. We also continue to seek additi@t licensees. We believe that these efforts me8llt in additional patent license revenues.
As discussed below, in third quarter 2005 we sign8¢ patent license agreement with Kyocera Wise@srporation, and its parent
corporation, Kyocera Corporation, (collectively,y#cera”), which covers the sale of terminal unaspliant with CDMA200C® technologies
and its extensions. In addition, in third quarté®2 we also signed 2G/3G patent license agreemétitArima Communications and Quanta
Computer Inc. Furthermore, in 2005 we have diviedibur revenue base to include technology offarilegcustomers such as General
Dynamics and Philips Semiconductors B.V. (Philigsyl will seek to continue such diversification thgh additional agreements.

Kyocera

On September 1, 2005, our patent holding subséadigntered into a worldwide, non-transferable, excitisive, patent license agreement
with Kyocera. The five-year patent license agregmemmenced July 1, 2004.

Under the terms of the patent license agreemensajgct to a Kyocera option to convert the licetosa royalty-bearing basis, Kyocera
is obligated to pay InterDigital a license fee 803million, which covers licensed product salesaip specified threshold dollar amount.
Kyocera has made an initial payment of $20 millimhjch we received in third quarter 2005. Subjedyocera’s right to exercise its option,
Kyocera's obligated to pay three additional $10ionlinstallments due no later than the third gelerof 2006, 2007, and 2008, respectively.

General Dynamics

In December 2004, we entered into an agreement®@eatieral Dynamics, to serve as a subcontractadne@MtJOS program for the U..
military. MUQOS is an advanced tactical terrestaiatl satellite communications system utilizing 3@&aotercial cellular technology to provide
significantly improved high data rate and assum@dmunications for U.S. warfighters.

The Software License Agreement (SLA) requires udelover to General Dynamics standards-compliantDM& modem technology,
originating from the technology we developed unaaragreement with Infineon Technologies AG, fararporation into handheld terminals.
Under the agreement, we expect to receive $18ltomibr delivery of, and a limited license to asommercial technology solution for use
within the government’'s MUOS and Joint Tactical Rad
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System programs. Maintenance and product trainie@iso covered by this amount. The agreementiratbades options that are exercisable
by General Dynamics at various times through M&@®06 for additional deliverables valued at up td%4illion. We anticipate that a majority
of our MUOS program deliverables and related paymedil occur in 2005. After 2005, any significarevenue related to this agreement, as
currently in place, would occur only if the opticaue exercised by General Dynamics. In additioinéodeliverables specifically identified in
the agreement, we have agreed to provide additfatale services as requested by General Dynaffiies SLA may be terminated for
convenience if the U.S. Government terminatescémvenience, that portion of the MUOS program theludes General Dynamics.

We are accounting for the delivery of and limitexhse to our commercial technology platform urtierSLA using the percentage-of-
completion method. This portion of the agreementisied at $16.5 million. From the inception of dgreement through September 30, 2005,
we recognized approximately $13.6 million in revenmcluding approximately $3.4 million in third ger 2005. Our accounts receivable
included unbilled amounts of approximately $5.7lionl and $0.1 million at September 30, 2005 andebauer 31, 2004, respectively. At
September 30, 2005, our other current assets iedlagproximately $0.2 million of related costs whieere deferred in accordance with our
application of the percentage-of-completion method.

During the first nine months of 2005, we receiv@$million from General Dynamics related to cont@iemilestones.

Subsequent to the delivery of our commercial tetdmoplatform, we will provide General Dynamics kvgupport for a period of three
years. This portion of the SLA is valued at $2.0iom and we will recognize the related revenuergy®ver the period of suppo

Philips

In August 2005, we entered into an agreement whihif® Semiconductors B.V. (Philips) that requitesto deliver our HSDPA
technology solution to Philips for integration irilips’ family of Nexperid” cellular system solutions. Under the agreementyillelso
assist Philips with chip design and developmerftwese modification and system integration anditgsto implement our HSDPA technology
solution into the Philips chipset. Subsequent edeélivery of portions of our HSDPA technology gmn, we will provide Philips with support

and maintenance over an aggregate estimated peraggbroximately 2 years. This portion of the agreat is valued at approximately $1.0
million and we will recognize the related revenwerdy over the period of support.

This portion of the agreement is valued at apprexaly $1.0 million and we will recognize the rethtevenue evenly over the period of
support.

We are accounting for the delivery of and limitexthse to our HSDPA technology solution under thiéigs agreement using the
percentage-otompletion method. From the inception of the agrenthrough September 30, 2005, we recognized appately $1 million ir
revenue. During third quarter 2005, we received $Aillion from Philips in connection with the signgj of the agreement. At September 30,
2005, our accounts receivable included unbilled amt®of approximately $0.5 million.
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Repositioning

On August 4, 2005, we announced plans to closé/elibourne, Florida design facility. We ceased oewvalopment activity at thi
facility in third quarter 2005 and relocated cartdevelopment efforts and personnel to other Compagations. On the date of the announced
closing, there were thirty-three full or part-tirmmployees at this facility, of which 5 have accdpiffers of continued employment elsewhere
within our organization. We expect the repositignia result in annual pre-tax cost savings of $6illion.

In connection with the closure, we expect to re@gnepositioning charges totaling approximatelyillion, comprised of severance
and relocation costs of $0.9 million and facilitpsing costs of $0.5 million. The facility closimgsts include lease termination costs, fixed
asset writeoffs and costs to wind down the faci{e recorded approximately $0.8 million of thisaoie in third quarter 2005 and expect to
record the majority of the remaining charges otierrtext nine months. The third quarter charge wagptised of both severance and reloce
costs ($0.5 million) and facility closing costs ($@nillion). We have accrued a liability of approwtely $0.4 million at September 30, 2005,
relating to the third quarter repositioning charge.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Our significant accounting policies are descrilbedlote 1 of the Notes to Consolidated Financiate®t&nts included in our 2004 Fo
10-K. A discussion of our critical accounting p@ie, and the related estimates, are included indgament’s Discussion and Analysis of
Financial Condition and Results of Operations in 2204 Form 10-K. There have been no material chsutgour existing accounting policies
from the disclosures included in our 2004 Form 10r<June 2005, we updated our estimates relatedritbong-Term Compensation Program
(LTCP) for the reasons provided below.

Performance-Based Compensation

We use a variety of compensation programs to bithch and retain engineers and other key emplogedsnore closely align employ
compensation with Company performance. These pnogiaclude, but are not limited to, an annual bdredgto performance goals, cash
awards to inventors for filed patent applicationd @atent issuances, as well as an LTCP that iasluektricted stock units (RSUs) and a
performance-based cash incentive component. ThePLW&s originally designed to consist of three yyates that overlap by one year. The
first cycle under the program covers the periodnfespril 1, 2004 through January 1, 2006 (“Cycle.T'he second cycle under the LTCP
originally covered the period from January 1, 28@%ugh January 1, 2008 (“Cycle 2"). In second tgra2005, the Compensation Committee
of our Board of Directors amended the LTCP to retie performance-based cash award portion of Qytdecover a 3.5 year period from
July 1, 2005 through January 1, 2009, and authe@zero-rated interim payment, of approximatelyd®@illion, related to first half 2005.
Because we had previously accrued a total of apmetely $0.9 million related to the Cycle 2 perfamce based cash award, no additional
expense was recorded in second quarter 2005 reitated pro-rated interim payment.

In June 2005, we adjusted our assessment of pogresrds the achievement of certain qualitativelgeelating to the Cycle 1
performance-based cash award. As a result of fdated assessment, we recorded a cumulative a@josthapproximately $1.6 million to
reduce related expenses at that time. If we hatireeed to accrue for the Cycle 1 performance-baseth award based on a 100% payout, as
we had prior to June 2005, we would not have resmbtle cumulative adjustment and would have insteegignized additional expenses
associated with the Cycle 1 performance-basedaashd of approximately $1.3 million in the nine nfthended September 30, 2005. We are
currently accruing for the Cycle 2 performance-basash award based on a 100% payout.

New Accounting Pronouncements

In December 2004, the Financial Accounting Stansl&ualard (FASB), issued Statement of Financial Actiog Standards (SFA¢
No. 123 (revised 2004Share-Based PaymenSFAS No. 123(R) requires that the compensatieh @ating to share-based payment
transactions be recognized in financial statemdiits.cost will be measured based on the fair vafuke instruments issued. SFAS No. 12:
covers a wide range of share-based compensatiangaments including share options, restricted ghlares, performance-based awards, share
appreciation rights and employee share purchass p&FAS No. 123(R) replaces SFAS No. 123 and sagdes Accounting Principles Board
(APB) Opinion No. 25. As originally issued in 1995-AS No. 123 established as preferable the fdirevhased method of accounting for
share-based payment transactions with employeesetty, SFAS No. 123 permitted entities the optiboamtinuing to apply the guidance in
APB Opinion No. 25, as long as the footnotes tariitial statements disclosed what net income woaNe lbeen had the preferable fair-value-
based method been used. In April 2005, the SEG/délthe effective date
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of SFAS 123(R) for public companies to annual p#sibeginning after June 15, 2005. We plan to a86#tS 123(R) on January 1, 2006 using
the modified-prospective method. We are currentgl@ating the effect SFAS No. 123(R) will have amr oconsolidated financial position,
results of operations and cash flows.

In May 2005, the FASB issued SFAS No. 1B4counting Changes and Error Correctionshich replaces APB Opinion No. 20,
Accounting Change, and SFAS No. Reporting Accounting Changes in Interim Financitt&ments-An Amendment of APB Opinion Na. 28
SFAS No. 154 provides guidance on the accountingrid reporting of accounting changes and erraections. It establishes retrospective
application, or the latest practicable date, ageleired method for accounting for and reportiraghange in accounting principle and a
correction of an error. SFAS No. 154 is effective dccounting changes and corrections of errorenrafiscal years beginning after
December 15, 2005 and is required to be adopteabdebompany no later than January 1, 2006. We texpect the adoption of SFAS
No. 154 will have a material impact on our consatiéd financial position, results of operations aash flows

FINANCIAL POSITION, LIQUIDITY AND CAPITAL REQUIREME  NTS

We generated positive cash flow from operatingvétads of $37.6 million in the nine month periodded September 30, 2005 (first n
months 2005) compared to $57.8 million in the mmanth period ended September 30, 2004 (first nioaths 2004). The positive operating
cash flow in first nine months 2005 arose prindip&om receipts of approximately $113.4 milliorofn patent licensing agreements and $8.5
million from General Dynamics and Philips. Thislied approximately $27.9 million from Sony Ericssthe majority of which represente
new prepayment under our 2003 patent license agneei$26.0 million from Sharp Corporation (Shamdated to our 2G and 3G patent lice
agreements, $27.5 million from NEC Corporationaban (NEC) associated with our 3G patent licenseesgent, $20.0 million from Kyocera
relating to our 3G patent license agreement andoappately $12.0 million from other licensees relhto their respective patent license
agreements, including $6.4 million related to a me@payment under an existing 3G patent licenseesgent. These receipts were partially
offset by cash operating expenses (operating exgdass depreciation of fixed assets, amortizatfontangible assets and non-cash
compensation) of $91.4 million, and changes in Wwaglcapital during first nine months 2005. The gesioperating cash flow in first nine
months 2004 arose principally from net receiptamgroximately $123.1 million from patent licensiagreements. This included approxima
$27.0 million from Sanyo Electric Co., Ltd (Sanys)d $10.0 million from Toshiba Corporation relateceparate 2004 patent license
agreements that updated and expanded each license®’ agreement, approximately $23.9 million frbfEC associated with our 3G patent
license agreement, approximately $23.0 million fi8harp related to our 2G and 3G patent licensesaggats, $16.0 million from Ericsson ¢
approximately $11.6 million from Sony Ericsson untheir respective patent license agreements, pptbaimately $11.6 million from other
licensees related to their respective patent leeggseements. These receipts were partially dffseish operating expenses of $67.5 million
and changes in working capital during first ninenting 2004.

Net cash provided by investing activities in fingte months 2005 was $18.3 million compared toeaaisash by investing activities of
$27.4 million in first nine months 2004. Our nelkesaof shorterm marketable securities in first nine months320@re $42.9 million compare
to net purchases of $15.9 million in first nine rtien2004. This change resulted from first nine her&005 cash requirements of
approximately $34.1 million and $8.1 million, respieely, to finance both our Repurchase Programamécquisition of patents from a third
party. Our purchases of property and equipmen#éd illion during first nine month 2005 increasggproximately $1.3 million compared to
first nine months 2004 and primarily consistedmfestments necessary to support our engineeriogniation systems network. Our pace of
investment associated with patent filings incregg&d million to $12.5 million in first nine montl&H05 compared to first nine months 2004,
reflecting continued growth in our developmentra&ilectual property over recent years.

A use of approximately $34.1 million related to &®epurchase Program contributed to a $30.6 millies of cash by financing activities
in first nine months 2005. In first nine months 2006ur financing activities used cash of $7.1 millprimarily related to repurchases of our
Common Stock that was partially offset by procefedis) option and warrant exercises and our empleyeek purchase program.
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As of September 30, 2005, we had $114.2 millionash, cash equivalents and short-term investmemitspared to $131.8 million as of
December 31, 2004. The decrease was mainly dimetBeépurchase Program described above. Our wockipitgl, adjusted to exclude cash,
cash equivalents, short-term investments, curreferced tax assets, current maturities of debtcamcent deferred revenue, decreased to $(4.3)
million at September 30, 2005 from $(1.9) milliarnDecember 31, 2004.

We are capable of supporting our operating requérgmfor the near future, including costs assodiaii¢h our repositioning activities,
through cash and short-term investments on handelss other internally generated funds, prinyafibm 2G and 3G patent licensing
royalties. We would not expect that an adverseluésa of our dispute with Federal Insurance ConypéBee, Part II;ltem 1. Legal
Proceeding-Federal” ) would prevent us from supporting our operatinguieements for the near future. Although we dopresently
anticipate any need for additional financing foilylaperations through either bank facilities oe tbale of debt or equity securities, we may
seek to establish a revolving credit facility t@yide us with additional flexibility in managing ohusiness.

As of December 31, 2004, we had federal net opeyddiss (NOL) credit carryforwards of approximat8liL0 million. Our obligation to
pay foreign source withholding taxes to Japan erncthilection of Japanese sourced royalties cedfeatiee July 1, 2004. We will continue to
pay local and state income taxes, and alternatimémum taxes (AMT) when applicable, however we a6 expect to pay federal income tax
(other than AMT) until these NOL credit carryforwlarare fully utilized.

RESULTS OF OPERATIONS
Third Quarter 2005 Compared to Third Quarter 2004
Revenues

In third quarter 2004 we transitioned to recogrgziavenue associated with per-unit royalties ingharter when royalty reports are
received from licensees, rather than in the quarteshich our licensees’ underlying sales occuri2de to this transition, third quarter 2004
revenues of $7.4 million included only the amottiiza of paidup royalties and fixed obligations. As a resulterues of $48.5 million for thil
quarter 2005 increased $41.1 million or 560% okedtquarter 2004 revenues.

Our third quarter 2005 revenues included $33.8ionilbf recurring patent license royalties, $10.8iom related to past infringement
associated with new patent license agreementsidimg Kyocera’'s 3G agreement and $4.5 million fii@echnology solution agreements with
General Dynamics and Philips. Third quarter 206&mneies from Kyocera (26%), NEC (24%), and Sharpdl€ntributed 69% of our total
revenues.

Operating Expenses

Operating expenses increased 45% to $38.4 millidhird quarter 2005 from $26.5 million in thirdayter 2004. The quari-ovelr-
quarter increase was driven by higher (i) legas figémarily associated with patent license arhireg and litigations ($4.9 million), (ii) wages,
resulting from higher levels of headcount priothe third quarter repositioning ($1.6 million),iXicommission expense associated with higher
revenues ($1.5 million), and (iv) LTCP costs resglfrom overlapping LTCP cycles ($1.2 million). &ddition, third quarter operating
expenses included approximately $0.8 million ofosponing charges.

Development expenses increased 26% to $15.6 mitidiird quarter 2005 from $12.4 million in thicgharter 2004. This increase was
due primarily to increased headcount and highetsaetated to the above-noted overlapping LTCPesycl

Sales and marketing expenses of $1.8 million irdthuarter 2005 increased 29% from $1.4 milliothind quarter 2004, primarily as a
result of higher LTCP costs.

General and administrative expenses in third quaae5 increased 7% to $5.4 million from $5.0 moifliin third quarter 2004, primarily
resulting from the overlapping LTCP cycles.

Patents administration and licensing expenses 4f7&1illion in third quarter 2005 increased 91%nfr$7.7 million in third quarter 2004
due to increased litigation and arbitration costoaiated with our respective arbitrations anddiiions with Nokia, Samsung and Lucent ($5.1
million) and increased commissions primarily asated with new license agreements ($1.5 million).
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Interest and Investment Income, net

Interest and investment income of $0.8 millionhird quarter 2005 increased $0.4 million compaoefit.4 million in third quarter 20C
due to higher rates of return on our investmenf0id5.

Income Taxes

Our income tax provision was $4.4 million in thgdarter 2005 compared to a net tax benefit of $a&fillBon in third quarter 2004. Th
income tax provision for third quarter 2005 coresisof an approximate $4.0 million federal incomeaacrual and $0.4 million of foreign
source withholding tax expense. The benefit indtiguarter 2004 resulted from a credit to the statgrof operations of approximately $17
million related to our recognition of an increasdhe valuation of our deferred tax assets. Thigbewas offset by foreign withholding taxes
of approximately $0.4 million and an accrual of apgmately $4.3 million that was based on our eated book income tax expense for full
year 2004

First Nine Months 2005 Compared to First Nine Months 2004
Revenues

Revenues in first nine months 2005 increased $5@l®n to $122.6 million from $69.8 million in fat nine months 2004. This incree
was attributable to the above-noted third quar@@42transition in reporting per-unit royalties, Inég levels of patent licensing royalties and
contributions to revenue in first nine months 2@0%$14.7 million from our technology solutions agneents with General Dynamics and
Philips. Due to our third quarter 2004 transitiarréporting per-unit royalties, revenues for thistfnine months 2004 included only two
guarters of per-unit royalties.

Our first nine months 2005 revenues included $&7llfon of recurring patent license royalties, $@nillion of past infringement
associated with new patent license agreementsidimg Kyocera and $14.7 million from our agreemarith General Dynamics and Philips.
First nine months 2005 revenues from NEC (30%)r5(21%), and General Dynamics (11%) contributet & our total revenues.

Operating Expenses

Operating expenses increased 36% to $107.1 milidinst nine months 2005 from $78.6 million indtmine months 2004. Legal fe
primarily associated with patent license arbitnagiand litigations contributed $13.9 million ofghincrease. Higher costs associated with the
overlapping LTCP cycles contributed another $3.lioni of the increase. Other key contributors wieiereased levels of headcount prior to
third quarter repositioning ($3.3 million), exeagtiseverance charges ($1.2 million), amortizatiopadent costs ($1.4 million), increased
commissions ($1.2 million) and our third quartgrasitioning charge ($0.9 million).

Development expenses increased 23% in first ninetinsd2005 to $46.7 million from $38.1 million indt nine months 2004. This
increase was due primarily to a $4.5 million inseé&n personnel costs resulting from increaseddwead and the overlapping LTCP cycles.
The remaining increase resulted from targeted owtsal services and other costs related to worlcégsd with our HSDPA platform
development.

Sales and marketing expenses of $5.6 million irsgd&@7% from $4.4 million in first nine months 20@¢proximately one half of this
increase was attributable to personnel costs wiheemaining increase was primarily due to inceddsade show activities.

General and administrative expenses in first nioatims 2005 increased 13% to $17.9 million from 814 illion in first nine months
2004, primarily due to a $1.2 million severancergkaassociated with a second quarter change irugxeananagement and increased costs
associated with our overlapping LTCP cycles.

Patents administration and licensing expenses ®033illion increased 84% from $19.6 million indimine months 2004. This increase
resulted primarily from $13.4 million increase eghl costs associated with our respective arlitnatand litigations with Nokia, Samsung and
Lucent.

Interest and Investment Income, net

Interest and investment income of $2.2 millionimstfnine months 2005 increased $1.1 million coredao $1.1 million in first nine
months 2004 due to higher rates of return on oegstments in 2005.
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Income Taxes

Our income tax provision was $8.1 million in firithe months 2005 compared to a net tax benefi8df fillion in first nine month
2004. The income tax provision for first nine man2005 consisted of an approximate $6.4 milliorefatincome tax accrual and $1.7 million
of foreign source withholding tax expense. The [iemefirst nine months 2004 resulted from a ctedithe statement of operations of
approximately $17 million related to our recognmitiof an increase in the valuation of our defereeddssets. This benefit was offset by foreign
withholding taxes of approximately $3.5 million aad accrual of approximately $5.5 million that viesed on our estimated book income tax
expense for full year 2004.

Expected Trends

We will provide guidance on fourth quarter 2005amwe after we receive and review the applicablaltpyeports and update our
forecasts on anticipated revenue from work assediaith technology solution agreements. The le¥&worth quarter 2005 expenses
associated with current arbitrations and litigasiovill depend, in large part, upon the level of\dtt associated with current or upcoming
hearings and trials and could be as high as thqserienced in third quarter 2005. We anticipaté tther fourth quarter 2005 operating
expenses will be slightly lower than our third ¢eaf005. Lastly, absent any adjustment to ourata&ua allowance against deferred tax assets,
we expect that our book tax rate for fourth qua2@d5 will approximate 35% to 38%, plus an amoontdeferred foreign source withholding
tax expense which is, in part, dependent on thel lwd geographic mix of per-unit royalties.

STATEMENT PURSUANT TO THE PRIVATE SECURITIES LITIGA TION REFORM ACT OF 1995

This Quarterly Report on Form 10-Q (Form 10-Q)Juding “Management’s Discussion and Analysis ofdficial Condition and Results
of Operations” in Item 2, contains forward-lookisggtements, within the meaning of the Private SgesiLitigation Reform Act of 1995,
reflecting, among other things, the Company’s figliplans and expectations as to: (i) our revenmeer our agreement with General
Dynamics and the timing of a majority of the delagles, and associated revenue and support serfiig@sir focus on 3G patent licensing
resolution of patent arbitrations and litigatiooar continued 2G licensing program and the impaeteof on revenues, and diversification of
our revenue base; (i) the timing, amount and fienérepositioning charges and minimum annuakave cost savings associated with our
repositioning relating to our Melbourne, Floridaifiy; (iv) the effect of our January 1, 2006 atiop of SFAS No. 123(R) and SFAS No. 154
on our consolidated financial position, result®pérations and cash flows, respectively; (v) thpaot of any resolution of our dispute with
Federal on our ability to meet our near term opegatequirements; (vi) our needs and plans witipeesto additional financing; (vii) our futu
federal income tax obligations, our expected wttian of our federal NOL credit carryforwards, and fourth quarter 2005 book tax rate and
deferred foreign source withholding tax expensii) fourth quarter 2005 expenses including experesssociated with current arbitration and
litigation matters; (ix) our plans to pursue enfarent of the Final Award and our belief that Nogiaiotions to set aside or modify the Final
Award are without merit; and (x) our plans to vigesly defend our position in the July 29, 2005roléiled by Nokia in the UK Patents Court,
and our belief that unsuccessful outcomes in theRdkents Court proceedings would not materiallydaotur operations or licensing progr:
Words such as “expect,” “anticipate,” “if,” “beliey’ “assessing,” “evaluating,” “may,” “will,” “plaff “future,” “should,” “could,” “seek,”
“continue,” or similar expressions are intendedbentify such forward-looking statements.

Although forward-looking statements in this FormQQeflect the good faith judgment of our managetnsunch statements can only be
based on facts and factors currently known by thegany. Consequently, forward-looking statemenrgssabject to risks and uncertainties.
We caution readers that actual results and outcamdsd differ materially from those expressed iranticipated by such forward-looking
statements. You should not place undue relianddese forward-looking statements. In addition ®dlksociated risks and uncertainties
identified in this Form 10-Q as well as other imf@tion contained herein, each of the following dastshould be considered in evaluating our
business and prospects.
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The timing of deliverables and associated paymamder our contract with General Dynamics in 2008 amy related additional services
may be impacted by our ability to satisfactorilyghmilestones, changes in delivery schedules, éedsnof General Dynamics, or an exercise
of termination by convenience on the part of th8.WGovernment.

The focus of our patent licensing efforts and thpact thereof on revenues and our ability to ireeehe diversity of our revenue base
may be affected by: (i) delays or difficulties iveeuting an agreement to acquire a 2G protocokstadn securing additional patent licensing
and technology agreements generally; (ii) our Bbib leverage a third party 2G protocol stack sotuwith our 3G protocol stack or with our
patents (iii) the market relevance of our techniasg(iv) the expiration of some of our 2G patei3;changes in technology preferences of
strategic partners or consumers and the avaikabitidevelopment of substitute or competitive tedbgies; (vi) the economy and sales trends
in the wireless market and opportunities in govezntrcontracting; (vii) delays or unfavorable resiolo of our patent licensing disputes or
unanticipated difficulties in enforcing awards prsiecuring issuances of patents in foreign jurtgzhs; (viii) our ability to monetize our
investments in technology development; and (ixppsed patent reform legislation.

The timing, amount, benefit and nature of repositig charges and minimum annual pre-tax cost sawiisgociated with the closing of
our Melbourne, Florida facility may be impacted (iythe termination dates of certain employees taiiediming of costs associated with
relocation packages and stay bonuses; and (ii@loility to negotiate a favorable termination of Isdiacility’s leasehold agreement.

The impact of our January 1, 2006 adoption of SRN&S123(R) on our compensation costs relating tvesthased payment transactions
may be effected by: (i) a change in the valuati@thrad used; and (ii) errors in current estimategdafitional compensation expenses due t
amount of affected outstanding stock options ahgime. The impact of our January 1, 2006 adoptib8FAS No. 154 would be impacted
change in our interpretation of SFAS No. 154.

Our ability to support our operating requirementshie near future, and our belief that any resotutif our dispute with Federal would
not affect our operating requirements in the naturé may be affected by the factors listed hemsnyell as our cash flow and our recurring
royalties which are dependent on: (i) the markatstand performance of our primary licensees ilizieg our projections for sales of covered
products; (ii) the economy and sales trends intineless market; (iii) our ability to expand ourstomer, partner and licensing relationships;
(iv) whether new licensees or existing licenseekenmast payments for royalties due or pre-paymegadnst future royalties; (v) our ability to
successfully prosecute, enforce and protect oenpgand other intellectual property rights; anyl ynanticipated changes in the schedule or
costs associated with the Nokia proceedings andsGagnarbitration; and (vii) expenses associatel oiir long-term compensation program.
Further, our failure to generate sufficient caslwB over the long-term may be affected by the fadisted herein, as well as: (i) technical,
financial, resource or other difficulties or delaye may experience related to further developméntiotechnologies and products, and which
could affect strategic relationships, product ménkeefforts, and our timing for critical marketwdows; and (i) the increase of potential 3G
technology licensors in the marketplace and inénggsressure by licensees to cap royalty ratesildre to generate sufficient cash flows over
the long-term also could adversely impact operatatgiirements and our current lack of need to seelitional financing.
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Our deferred foreign source withholding tax expemsg be affected by: (i) changes in federal ansifate tax regulations; (ii) changes to
international tax treaties and foreign and domeatidaws and regulations; (iii) changes in ourestptions of the amount and composition of
full-year taxable income; and (iv) the amount of-pait royalties paid by new and existing licensdesaddition to the above risks, our future
federal income tax obligations, and our fourth ¢era2005 book tax rate may also be affected byhé)cost of litigation; and (ii) our level of
continued selfunding in technology development activities. Oxpected utilization of our federal NOL credit cdogmwards are dependent ¢
(i) changes in the market share and the performahoar primary licensees in selling their prody¢ii$ the market acceptance of our
technology products; (iii) our ability to effectiyemanage costs; (iv) the costs and outcome of imggddigation/arbitration; (v) changes to our
tax planning strategies; (vi) changes to existedgefal or state tax regulations; and (vii) ourigbib enter into new or expand existing patent
license agreements.

Fourth quarter 2005 expenses associated with duarbitration and litigation matters may be effechy: (i) unanticipated additional
legal proceedings or costs associated with legadgadings; (ii) changes in the schedules or casiscéated with the Nokia legal proceedings
and the Samsung arbitration, or adverse rulingsiahm legal proceedings.

Our plans to enforce the Final Award could be @aéddy a decision by the U.S. District Court torgridokia’s motion to vacate or
modify the Final Award, in whole or in part, or agreement by the parties to resolve issues uporstether than those set forth in the Final
Award. Our defense in the UK Patents Court couldhg@acted by a decision by the UK Patents Cougrémt the requested Declaration in
whole or in part and unanticipated costs. In addjtunsuccessful outcomes in the UK Patents Coadeedings alone, or coupled with
unsuccessful outcomes in other patent disputesd cesult in an unfavorable perception in the mavideich could adversely impact our
licensing program.

Factors affecting one forward-looking statement ratfigct other forward-looking statements. We uralatno duty to publicly update
any forward-looking statements, whether as a reguiew information, future events or otherwise.

Item 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK ET RISK .
There have been no material changes in quantitatidegualitative market risk from the disclosureduded in our 2004 Form 10-K.

ltem 4. CONTROLS AND PROCEDURES.

Under the supervision and with the participatiothaf Compan’'s Chief Executive Officer and Chief Financial Officthe Compar’'s
management carried out an evaluation of the effectiss of the design and operation of the Compatigtlosure controls and procedures
the end of the period covered by this report. Bageah their evaluation, the Chief Executive Offie@d Chief Financial Officer concluded that
the Company’s disclosure controls and proceduree agequate and effective to ensure that informatquired to be disclosed by the
Company in the reports that it files under the $ites Exchange Act of 1934 is recorded, processeahmarized and reported within the time
periods specified in rules and forms of the SEGeréhwere no changes in our internal control overftial reporting that occurred during the
qguarter ended September 30, 2005 that materidiygtaid, or are reasonably likely to materially effe@ur internal control over financial
reporting.
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PART II—OTHER INFORMATION

Item 1. LEGAL PROCEEDINGS .
Nokia
Nokia Arbitration

As previously reported in the Compés Annual Report on Form -K for the year ended December 31, 2004 (2004 F@-K) and
Form 10-Q for the quarters ended March 31, 2005Jang 30, 2005, respectively (2005 Forms 10-QJuly 2003, Nokia Corporation (Nokia)
filed a Request for Arbitration against InterDigi@mmunications Corporation (IDCC) and InterDigit@chnology Corporation (ITC), one of
the Company’s wholly-owned subsidiaries, regardiludtia’s royalty payment obligations for its worldde sales of 2G GSM/TDMA and 2.5G
GSM/GPRS/EDGE products under the existing pateehBe agreement with ITC (Nokia Arbitration). Thiitaation was conducted by the
International Court of Arbitration of the Internatial Chamber of Commerce (ICC), in accordance thighdispute resolution provisions of the
patent license agreement. The binding arbitratidated to ITC's claim that the patent license agreats ITC signed with Telefonaktiebolaget
LM Ericsson and Ericsson Inc. (Ericsson) and SorigsEon Mobile Communications AB (Sony EricssonMarch 2003 defined the financial
terms under which Nokia would be required to pagatties on its worldwide sales of 2G GSM/TDMA an8@ GSM/GPRS/EDGE products
commencing January 1, 2002.

In the Final Award, rendered in June 2005, the #abiTribunal (Tribunal) operating under the ausgiof the ICC held that ITC’s patent
license agreement with Ericsson constituted a M@mmpetitor License Agreement for 2G GSM/TDMA anfi@ GSM/GPRS/EDGE
infrastructure and that ITC’s patent license agremwith Sony Ericsson constituted a Major Competiticense Agreement for 2G
GSM/TDMA and 2.5G GSM/GPRS/EDGE terminal units.sAgh, the Tribunal determined that these agreemwsTes properly applied to
Nokia by ITC, and commenced No's royalty obligations with respect to those pragiufcom 2002 through 2006.

In July 2005, IDCC and ITC filed in the United StaiDistrict Court for the Southern District of N&erk a Petition to confirm the Final
Award. In August 2005, Nokia filed an OppositionlXCC’s and ITC’s Petition and a Cross-Petition &rdss-Motion to vacate or modify the
Final Award. As part of its filing, Nokia has reatied that the Court refuse to enforce the Final iiveend set aside or modify the Final Award.
IDCC and ITC believe that Nokia’'s actions are withmerit and intend to continue to vigorously pesmforcement of the Final Award. The
Court has scheduled oral arguments on the foreguoatters for December 2005.

Nokia UK Proceedings

As previously reported in the Company’s 2004 Fofivkland 2005 Forms 10-Q, in June 2004, Nokia contaéra patent revocation
proceeding in the English High Court of Justiceafitery Division, Patents Court, seeking to haveduf ITC’s UK patents declared invalid
(UK Revocation Proceeding). Nokia also seeks ad@atibn that manufacture and sale of GSM mobilekiafnastructure equipment complie
with the ETSI GSM Standard (Release 4) withoutrgeefrom ITC does not require infringement of tHgk3 patents, so that none of the pat
are essential IPR for that standard. The hearinpisrmatter commenced November 2, 2005.

In July 2005, Nokia filed a claim in the EnglishgHiCourt of Justice, Chancery Division, Patentsr€against ITC. Nokia's claim seeks
a Declaration that the importation, manufacturée,supply, keeping or use of mobile phones anidfoastructure equipment compliant with
the FDD mode of operation as set out in 3GPP Stdrfa 41.101 Release 5 or any revisions to thlater releases without license from ITC
does not require infringement of any of thirty-afdTC’'s UMTS European Patents registered in the Blich that none of the patents is
Essential IPR for that standard. InterDigital irderio vigorously defend its position.

While we continue to contest these matters, irethent that we are unsuccessful, we do not belieatethere will be a material impact on
our operations or licensing program. However, ifave unsuccessful under such proceedings, unddisimaw we could be liable, or partially
liable, for the reimbursement of the prevailingtparattorneys’ fees and similar costs.

Nokia Delaware Proceeding

In January 2005, Nokia and Nokia, Inc. filed a ctaimg in the United States District Court for thésfict of Delaware against the
Company and ITC for declaratory judgments of patevelidity and non-infringement of certain clairofcertain patents, and violations of the
Lanham Act. We have filed a motion to dismiss thmplaint to which Nokia has responded. The Coustriw ruled on the motion.
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Samsung

As previously reported in the Compis 2004 Form 1-K and 2005 Forms -Q, in November 2003, Samsung Electronics Co.
(Samsung) filed a Request for Arbitration agailsEC and ITC with the ICC regarding Samsung'’s rgyptlyment obligations for its
worldwide sales of 2G GSM/TDMA and 2.5G GSM/GPRS@EDproducts under its existing patent license agess with ITC (Samsung
Arbitration). The binding Samsung Arbitration reato ITC’s claim that the patent license agreemBr€ signed with Ericsson and Sony
Ericsson in March 2003 defined the financial termder which Samsung would be required to pay rsatin its worldwide sales of 2G
GSM/TDMA and 2.5G GSM/GPRS/EDGE products commendgguary 1, 2002 through December 31, 2006. Areetiary hearing is
currently scheduled to be conducted in January 2006

Lucent

As previously reported in the Compi's 2004 Form 1-K and 2005 Forms -Q, in March 2004, Tantivy Communications, Inc., af
our wholly-owned subsidiaries (Tantivy), filed avsuit in the United States District Court for thaskern District of Texas against Lucent
Technologies, Inc. (Lucent), a leading manufactofeaxdma200® equipment. The case was originally based on owartsss of infringement
by Lucent of nine of Tantivy’s US patents. The laiwsought damages for past infringement and amgtjon against future infringement, as
well as interest, costs, and attorneys’ fees. Lumsponded to the lawsuit seeking a declaratiamofinfringement and alleging that the
patents were invalid and requested attorneys’ deescosts.

In November 2005, Tantivy and Lucent agreed to disrthe patent infringement litigation between themd, together with IDCC,
entered into a combined patent license and techgagreement. Under the terms of the agreementritus obligated to pay approximately
$14 million over a period of approximately 5 yedrantivy granted a patent license to Lucent unaéy those patents which were involved in
the litigation being dismissed covering Lucent’sna?000® infrastructure products. In addition, IDCC and Lokcagreed to cooperate on
advanced technology programs. The parties expesiter into negotiations regarding licensing thiafee of their respective patent portfolios
and to discuss further business relationships.
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Federal

As previously reported in the Compés 2004 Form 1-K and March 31, 2005 and June 30, 2005 Forn-Q, in October 2003, Fedel
Insurance Company (Federal), the insurance cawtigzh provided partial reimbursement to the Compaigertain legal fees and expenses for
the now-settled litigation involving the Companyddaricsson Inc., delivered to us a demand for etditn under the Pennsylvania Uniform
Arbitration Act. Federal claims, based on theiredetination of expected value to the Company resgifiom our settlement involving Ericss
Inc., that an insurance reimbursement agreemene@hgent) requires us to reimburse Federal appraglynd28.0 million for attorneys’ fees
and expenses it claims were paid by it. Additionalinder certain circumstances, Federal may sesdctver interest on its claim. In Novem
2003, the Company filed an action in United St&tesdrict Court for the Eastern District of Pennsva (the Court) seeking a declaratory
judgment that the reimbursement agreement is woddumenforceable, seeking reimbursement of att@’ fees and expenses which have not
been reimbursed by Federal and which were paidttlirby the Company in connection with the Ericssom litigation, and seeking damages
for Federal's bad faith and breach of its obligasiainder the insurance policy. In the alternativéhe event the reimbursement agreement is
found to be valid and enforceable, the Compangéking a declaratory judgment that Federal isledtib reimbursement based only on ce
portions of amounts received by the Company frorassSon Inc. pursuant to the settlement of thedttan involving Ericsson Inc. Federal
requested the Court dismiss the action and/or tlevenatter referred to arbitration.

In October 2005, the Court filed an order grantimgart and denying in part Federal’'s motion tordgs the Company’s complaint. As
part of its decision, the Court determined thatAlgeeement between Federal and the Company (whiglkeément served as a basis for
Federal’'s demand to recover any legal fees andnsesg is enforceable, but did not address whethb@eral is entitled to recover any legal fees
and expenses. Also, the Court reserved to a iaterdonsideration of whether any arbitration awaadild be binding on the parties.
Additionally, in October 2005, the Company filedhation to reconsider the Court’s which has nothegn decided. Prior to Federal’s demand
for arbitration, we had accrued a contingent ligbof $3.4 million related to the Agreement. Wentiaue to evaluate this contingent liability
and have maintained this accrual at September(85.2Vhile we continue to contest this matter, adyerse decision or settlement obligating
us to pay amounts materially in excess of the attoontingent liability could have a material négaeffect on our consolidated financial
position, results of operations or cash flows.

Other

We have filed patent applications in the United&tand in numerous foreign countries. In the @dirtourse of business, we currently
are, and expect from time to time to be, subjechimlenges with respect to the validity of ourgrais and with respect to our patent
applications. We intend to continue to vigorousdfeshd the validity of our patents and defend adaing such challenges. However, if certain
key patents are revoked or patent applicationsl@néd, our patent licensing opportunities couldriagerially and adversely affected.

We and our licensees, in the normal course of legsirhave disagreements as to the rights and tibligaf the parties under the
applicable patent license agreement. For exammesould have a disagreement with a licensee dsetarhount of reported sales of covered
products and royalties owed. Our patent licenseeagents typically provide for arbitration as thechenism for resolving disputes. Arbitration
proceedings can be resolved through an award reddsran arbitration panel or through private setént between the parties.

In addition to disputes associated with enforcenaeidtlicensing activities regarding our intelle¢tproperty, including the litigation and
other proceedings described above, we are a gadther disputes and legal actions not relateditdndellectual property but also arising in
ordinary course of our business. Based upon infoomgresently available to us, we believe thatuhienate outcome of these other disputes
and legal actions will not materially affect us.
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Iltem 6.

EXHIBITS .

The following is a list of Exhibits filed as part this Quarterly Report on Form -Q:

Exhibit
Number

110.81

311
31.2
32.1

32.2

99.1

Exhibit
Description

Severance Agreement and General Release betweeDilgital Communications Corporation and Alain Bréan dated
October 25, 200¢

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

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

Certification Pursuant to 18 U.S.C. Section 1350adopted pursuant to Section 906 of the Sarbamksr®@.ct of 2002 for
Richard J. Fagat

Litigation Expense and Reimbursement Agreementioyteetween InterDigital Communications CorporatioterDigital
Technology Corporation and Federal Insurance Cogngated February 15, 20C

Tt Management contract or compensatory plan or arraege
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SIGNATURES

Pursuant to the requirements of the Securities &xga Act of 1934, the Registrant has duly causisdéjport to be signed on its behalf
by the undersigned thereunto duly authorized.

INTERDIGITAL COMMUNICATIONS CORPORATION

Date: November 9, 2005 /sl WiLLIAM J. MERRITT

William J. Merritt
President and Chief Executive Officer

Date: November 9, 2005 /s/ R.J. AGAN

Richard J. Fagan
Chief Financial Officer
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Exhibit 10.81

Alain Briancon
Re: Severance Agreement and General Rel

Dear Employee:

We are interested in resolving amicably your sepavaf employment with InterDigital Communicatio@®rporation (“the Company”),
effective October 24, 2005 (“Termination Date”).Ward this end, we propose the following Severangee@ment, which includes a General
Release.

The terms and conditions set forth in Paragrapbldvbwill apply regardless of whether you elecsitgn this Severance Agreement and
General Release. However, the severance paymeahtstizer benefits set forth in Paragraph 2 belowcargingent on your signing this
Severance Agreement and General Release.

You may consider for twenty one (21) days whethar wish to sign this Severance Agreement and GERetaase. You are encouraged
to review the proposed Agreement with your attorney

1. As noted above, regardless of whether you $ignAgreement:

(a) Your last day of employment will be your Termiion Date. You will be paid for all time worked tgpand including your
Termination Date.

(b) You will be paid for accrued but unused PTQdwing payroll's receipt of your final timesheetdccordance with Company
policy.

(c) Your eligibility to participate in Company spsmred health insurance (including medical, demdldsion) will cease effectiv
your Termination Date. However, you will be eligitlib continue such benefits, at your sole expgngsuant to the Consolidated
Omnibus Budget Reconciliation Act (“COBRA”), subjeo COBRA'’s terms, conditions and restrictions.

(d) Your eligibility to participate in all other @apany sponsored group benefits including group tifeability and accidental dee
and dismemberment coverage will cease effective Yeumination Date. However, you may be eligibletmvert your life insurance
coverage to a private policy, at your sole expesgbject to the insures’terms, conditions and restrictions. If you wigltonvert your lif
insurance policy to a private policy, please contheman Resources to receive the appropriate papkrour participation in the
Company’s 401(k) Savings Plan or Employee Stocklrage Plan shall cease effective your Terminatiate DYou will receive detailed
information from the Company’s 401(k) Plan provigeiversified Investment Advisors) regarding yol4k) Plan fund status and
disbursement option
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(e) Your participation in the ComparsyFlexible Reimbursement Account will cease effectiour Termination Date. You will ha
a set amount of time following your last day of dayment to submit claims for reimbursement undés Bian. Details will be provided
by Human Resources.

(f) All vested stock options previously granted/tiu by the Board will terminate in accordance vtita terms of the applicable
stock option plan under which they were grantedy Aan-vested options will terminate effective ydast day of employment. A
schedule setting forth your holdings has been gexvito you. You are responsible for reviewing thpligable stock option plan and
option grant and determining the expiration datgafr options. If you need assistance, please cbtita Company’s stock plan
administrator.

(9) You will receive a pr-rata portion of any Cycle 1 and Cycle 2 cash avaadia pro rata portion of your Cycle 1 and Cyc
RSU awards under the Company’s Long Term Compeams&iogram (LTCP) in accordance with the term$efltTCP.

(h) The restricted stock granted as part of yomuahbonus in the last two fiscal years will remagatricted as to transferability
set forth in the related award agreements.

2. If you sign this Agreement, agreeing to be boynthe General Release set forth in Paragraphadviend the other terms and
conditions of this Agreement, the Company agredsliavs, intending to be legally bound:

(a) To pay 12 months of severance pay in accordaitbeyour Employment Agreement dated January P124t your current rat
of base salary as of $291,900, less withholdingllcipplicable federal, state and local taxes. Séerance payments will be paid to you
in accordance with the Company’s regular payralcgices. The first severance payment will be madeu consistent with the first
regular pay period following the expiration of tRevocation Period set forth in paragraph 19 befoayided that the Company has
received an executed copy of this Agreement.

(b) To pay the*designated portic” of the premiums with regard to your continued pé#ptition in the Compar's group healtl
insurance (medical, dental, vision) pursuant to ®@Bor a period of 12 months, provided that youtgmne to have your co-payment
withheld from your severance pay or otherwise payryco-payment on a timely basis. Thereafter, yamtinued participation in the
Company’s group health plan pursuant to COBRA dimlht your sole expense. For purposes of thisgiooy the “designated portion”
shall be the portion of the premium which the Comppaid at the time of your termination.

(c) To accelerate settlement of the pro rata pomiothe RSUs awarded to you under Cycle 2 of th€R to the same date as your
Cycle 1 RSUs are distribute
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(d) To pay you a pro rata portion of your 2005 aironus based on the number of pay periods wdrk2@05, such bonus to be
calculated under the terms of the Company’s Animaployee Bonus Plan and paid no later than Mar¢l2086, in exchange for your
agreement to relinquish all rights and interestng pro-rata portion of a cash award you couldrigled to under Cycle 2 of the LTCP.
Your rights with respect to a pro rata portion oy &ash award under Cycle 1 of the LTCP remainfentdd. By signing this Agreement,
you expressly agree to relinquish all rights angl@aim in a cash award in Cycle 2 of the LTCP.

(e) To provide you with outplacement services desigfor executives for a period of 6 months if yourequest. The provider sh
be selected by the Company.

3. In consideration for the Company’s severancergays and other benefits set forth above in Papag2ayou agree, intending to be
legally bound, to release and forever dischargeCtnapany and any parent, subsidiary, related diaaéfd companies, and each of their past,
present and future officers, directors, attorneysployees, owners, partners, insurers, benefitfidaciaries and agents, and their respective
successors and assigns (collectively “Releaseje#i}ly and severally, from any and all actionspqgaints, causes of action, lawsuits or cla
of any kind, known or unknown, asserted or unasddud the extent permitted by law (collectively 8@hs”), which you, your heirs, agents,
successors or assigns ever had, now have or hareadly have against Releasees arising out of attgmaccurrence, omission, or event
existing or occurring prior to your execution ofsth\greement, including, without limitation: (a)ya€laims relating to or arising out of your
employment with and/or termination of employmenttily Company and/or any of its parent, subsidigtated and/or affiliated companies;
(b) any Claims for unpaid or withheld wages, seneea benefits, bonuses, equity compensation, caatda under the LTCP, commissions
and/or other compensation of any kind; (c) any i@afor reimbursement of expenses of any kind; (g)@aims arising under the Employee
Retirement Income Security Act; (e) any Claimsiagout of or relating to your Employment Agreemdated January 2, 2001; (f) any Claims
for attorneys’ fees, costs or expenses; &gy Claims of discrimination and/or harassment bas# on age, sex, race, religion, color, creed,
disability, handicap, citizenship, national origin,ancestry, sexual orientation, or any other factoprotected by Federal, State or Local
law (such as the Age Discrimination in Employment &t, 29 U.S.C. 8621 eteq., Title VIl of the Civil Rights Act of 1964, as amaded,
the Americans with Disabilities Act, and the Penndyania Human Relations Act and the New York Human Rghts Law) and any Claims
for retaliation under any of the foregoing; (h) &kims under the Family and Medical Leave Actmy ather federal, state or local laws
governing leaves of absence; (i) any Claims unteMNational Labor Relations Act; (j) any Claims anthe Sarbanes-Oxley Act of 2002;

(k) any Claims for violation of public policy; (Bny other Claims for retaliation and/or any whisktever Claims; (m) any Claims for emotional
distress or pain and suffering; and/or (n) any o#tatutory or common law Claims, now existing erdinafter recognized, including, but not
limited to, breach of contract, libel, slanderudlawrongful discharge, promissory estoppel, etplatastoppel and misrepresentati
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4. You acknowledge and agree that the Company@araaee payments and other benefits under Paragrapbve are not required by
any policy, plan or prior agreement and constiatequate consideration to support your GeneraleRela Paragraph 3 above. In particular
your Employment Agreement provides that you areemditled to severance payments and continuationeafical and dental insurance unl
you execute and deliver, without revocation, thenpany's termination letter which includes a broad-bassdase of claims.

5. The General Release in Paragraph 3 above dées no

(a) Apply to any vested benefits or result in thewer of any claim under any Company retiremen1,(K)) profil-sharing, ESPP ¢
other deferred compensation plan;

(b) Preclude you from filing a Claim to determihe tscope, meaning or effect of the Agreem

(c) Constitute a waiver of any rights to indemrafion or coverage under director and officer ligpihsurance policies ¢
indemnity agreements.

6. Regardless of whether you execute this Agreement

(a) Regardless of whether you execute this Agregmen are prohibited from using or disclosingedity or indirectly, for yot
own benefit or the benefit of any person or entityy of the confidential and proprietary informatiof the Company (the “Confidential
Information”), except as may be required to beldsed pursuant to judicial, arbitral or governméntguirement or order, provided you
take reasonable steps to give the Company suffioietice in order to contest such requirement depim accordance with 6(b) below.
Such Confidential Information includes but is rigtited to, information regarding the Company’s ssedad marketing information and
techniques, business plans, financial data, tradeets (including without limitation any technidéadormation, hardware, software,
algorithms, source code, object code, drawingdchks, designs, processes, procedures, formulee rdports, computer programs,
charts, improvements and any other technical inédion or knowledge relating to the developmentjgfeand implementation of the
Company’s products and services), pricing listppéier lists and other confidential supplier datastomer lists and other confidential
customer data, and any other information or knoggeconcerning the Company and its business or®othat the Company does
business with, whether or not in tangible formtieanot otherwise publicly available. Further, yame required to execute such
documents or instruments as may be required f@npg@rosecution. You are reminded of your obligaiander Sections 6, 7 and 8 of
your Employment Agreement dated January 2, 200de#isas your obligations under your Non- Disclosarel Assignment of Ideas
Agreement dated as of February 28, 2005 (“Non-Dmale Agreement”). Your obligations under your Ndiselosure Agreement as w:
as Sections 6, 7, 8, 10 and 22 of your Employmere@ment survive termination of your employmengarelless of whether you execute
this Agreement. B!
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signing this Agreement, you re-affirm your obligats under the Employment Agreement and Non-DisctoAgreement as defined
above.

(b) In the event you receive a request or demaradlyoin writing, electronically or otherwise, foine disclosure or production
information which you acquired in the course of yemployment which is not generally known by ordigaaccessible to the public, y«
must notify immediately the Company’s General Calihy calling him immediately at the following pr®number: 610-878-7800.
Regardless of whether you are successful in rega¢hGeneral Counsel by telephone, you also nat#yhim immediately in writing,
via certified mail, at the following address: 78irfl Avenue, King of Prussia, PA 19406. Any anddaltuments relating to the reques
demand shall be included with the written notificat You shall wait a minimum of ten (10) days {oe maximum time permitted by
such legal process, if less) after sending thedéfore making a disclosure or production to giveeCompany time to determine whet
the disclosure or production involves confidengiati/or proprietary information, in which event Bempany may seek to prohibit and/or
restrict the production and/or disclosure and/atitain a protective order with regard thereto sTgrovision covers, but is not limited to,
requests or demands in connection with judicialiadstrative, arbitration and all other adversapiedceedings. If the request or demand
is in conjunction with judicial, administrative kairation or other adversarial proceedings, copfeall correspondence regarding the
request or demand shall be included with the infdiom sent to the Company’s General Counsel.

7. As a condition precedent to receiving the sevegayments and other benefits set forth in papig? above, you must return to the
Company, retaining no copiesll Confidential Information, Company propertgys, access cards, documents, forms, correspondence
computer equipment, computer tapes and disketf@s, BVDs, PDAs, manuals, engineering notebookspouer information, and any other
property and information in either printed or eteoic formats which you obtained as a result aharonnection with your employment by the
Company. Additionally, as a condition precedentetteiving the severance payments and other besefiferth in paragraph 2 above, you will
provide certification and other written assurarcéhe Company that you have complied with the miowis set forth in this section 7.

8. You agree that, at all times, the existencensesnd conditions of this Agreement will be kemireeand confidential and will not be
disclosed voluntarily to any third party, excepytur spouse, if applicable, to the extent requirgdaw, to enforce the Agreement or to obtain
confidential legal, tax or financial advice witrspect thereto.

9. You agree that you will not make any negativencents or disparaging remarks, in writing, oralfyetectronically, about the
Company or any other Releasee and their respetfficers, directors, employees and agents and thspective products and services.
However, nothing in this Agreement shall be intetpd to restrict your right and obligation (i) &stify truthfully in any forum or (ii) to
cooperate fully in any investigation by a governtaéagency which regulates the Company or its lassi
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10. In response to any inquiries by employees@fQbmpany or third parties concerning any of theageor circumstances of your
termination, you agree (i) that you will state othat your employment with the Company has beeniteted or state information publicly
disclosed by the Company, whether in press releasidic filings or otherwise, or (ii) if informain publicly disclosed by the Company,
whether in press releases, public filings or otheswconcerning this Agreement is inaccurate inraayerial respect, you may respond to the
inquiry with accurate corrective information so doas you have previously notified the Company efrtraterial inaccuracy and requested the
Company to issue a corrective disclosure and thapgaoy has failed to issue such a corrective digcdowithin five business days of your
notification and request.

11. You agree to resign from any and all positiaite the Company, its subsidiaries, related aniliaid organizations as well as from
any and all positions you hold with any non-affitid organization (including trade organizationstandards bodies) in a capacity as a
representative of the Company.

12. While you are not prevented from applying forpdoyment or reemployment with the Company or aigted or affiliated company
in the event that you seek employment and/or reeynpént, the Company or any parent, subsidiaryteeélar affiliated company shall have no
obligation to employ you or reemploy you, and taiufe or refusal to employ you or reemploy youlkshat be deemed to be unlawful
retaliation or discrimination against you.

13. This Agreement shall be governed by and coedtimi accordance with the laws of the Commonwezlthennsylvania, without
reference to conflict of law principles.

14. Nothing in this Agreement shall be construedraadmission or concession of liability or wronigdpby the Company or any other
Releasee as defined above. Rather, the proposeignt is being offered for the sole purpose dfirsgiamicably any and all possible
disputes between the parties.

15. If any provision in this Agreement or the apation thereof is construed to be overbroad, thercourt making such determination
shall have the authority to narrow the provisiomasessary to make it enforceable and the provigiaf then be enforceable in its narrowed
form. Moreover, each provision in this Agreemennigependent of and severable from each othehdrevent that any provision in this
Agreement is determined to be legally invalid cenforceable by any court of competent jurisdictonl cannot be modified to be enforceable,
the affected provision(s) shall be stricken from figreement, and the remaining terms of the Agrex@ued its enforceability shall remain
unaffected thereby.

16. This Agreement constitutes the entire agreeinemteen the parties and supersedes any and@llggieements, written or oral,
expressed or implied, excetpie Non-Disclosure Agreement, Sections 6, 7, 8&rid22 of the Employment Agreement, the Indemnity
Agreemen
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dated March 19, 2003, the Company’s D&O liabilitgirance, which survive the termination of your Espment and are incorporated herein
by reference.

17. You acknowledge and agree that, subsequehettimination of your employment, you shall noebgible for any payments from
the Company or Company-paid benefits, except aseesly set forth in this Agreement.

18. You agree and represent that:
(@) You have read carefully the terms of this Agreat, including the General Relea

(b) You have had an opportunity to and have beenwaged to review this Agreement, including the&al Release, with an
attorney;

(c) You understand the meaning and effect of theteof this Agreement, including the General Rede

(d) You were given as much time as you needed tieraéne whether you wished to enter into this Agreat, including the Gene
Release;

(e) The entry into and execution of this Agreemamuding the General Release, is of your own freé voluntary act withot
compulsion of any kind;

(H No promise or inducement not expressed heragldeen made to you; and

(9) You have adequate information to make a knowing voluntary waiver.

19. If you sign this Agreement, you will retain ttight to revoke it for seven (7) days. The Agreatrghall not be effective until after the
Revocation Period has expired. To revoke this Amesg, you must send a certified letter to my aitentThe letter must be postarked withi
7 days of your execution of this Agreement. If fegenth day is a Sunday or federal holiday, theretier must be post-marked on the
following business day. If you revoke this Agreememn a timely basis, you shall not be eligible tloe severance payments and other benefits
set forth in paragraph 2 above.

20. As noted above, you have 21 days to decidehehgbu wish to execute this Agreement. If you dbsign this Agreement on or
before November 14, 2005, then this offer is wittvdn and you will not be eligible for the severapegments and other benefits set forth in
paragraph 2 abov
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* * *

If you agree with the proposed terms as set fdvtdva, please sign this letter, indicating that waderstand, agree with and intend to be
bound by such terms, and return it to me.

We wish you the best in the future.

Sincerely,

/sl  GARY D. | saacs
Gary Isaacs, Sr. Human Resources Office

UNDERSTOOD AND AGREED,
INTENDING TO BE LEGALLY BOUND:

/s/  ALAaIN C. BRIANCON
Alain Briancon

October 25, 2005
Date

/s/  MARIA B RIANCON
Witness




EXHIBIT 31.1

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

I, William J. Merritt, President and Chief Execwi®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 not comtaynuntrue statement of material fact or omitt&desa material fact necess:i
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 statement$,oéimer financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, amdtfe periods presented in this
report;

The registrar's other certifying officer and | are responsibledestablishing and maintaining disclosure contemid procedures (i
defined in Exchange Act Rules 13a-15(e) and 15&))54nd internal control over financial reportif@g defined in Exchange Act
Rules 13-15(f) and 15(c-15(f)) for the registrant and hav

a) Designed such disclosure controls and procedureawused such disclosure controls and proceduttas designed under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made
known to us by others within those entities, paftidy during the period in which this report isifige prepared

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

C) Evaluated the effectiveness of the regis’s disclosure controls and procedures and presantbd report our conclusior
about the effectiveness of the disclosure conaint procedures as of the end of the period cougyelis report based on
such evaluation; an

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

The registrar's other certifying officer and | have disclosedsdmhon our most recent evaluation of internal @bmiver financia
reporting, to the registrant’s auditors and todhdit committee of the registrant’s board of dicest(or persons performing the
equivalent functions)

a) All significant deficiencies and material weaknessethe design or operation of internal contratiofmancial reporting
which are reasonably likely to adversely affectribgistrant’s ability to record, process, summaaad 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: November 9, 2005 /sl WiLLIAM J. MERRITT

William J. Merritt
President and Chief Executive Officer



EXHIBIT 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
OF
INTERDIGITAL COMMUNICATIONS CORPORATION

I, Richard J. Fagan, Chief Financial Officer, Ifggital Communications Corporation, certify that:
1. | have reviewed this Quarterly Report on Forn-Q of InterDigital Communications Corporatic

2. Based on my knowledge, this report does not comtajnuntrue statement of material fact or omittetesa material fact necessi
to make the statements made, in light of the cistances under which such statements were madmisieading with respect to
the period covered by this repc

3. Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, amdtfe periods presented in this
report;

4. The registrar's other certifying officer and | are responsibledetablishing and maintaining disclosure contamid procedures (i
defined in Exchange Act Rules 13a-15(e) and 15&))54nd internal control over financial reportif@g defined in Exchange Act
Rules 13-15(f) and 15(c-15(f)) for the registrant and hav

a) Designed such disclosure controls and procedureawused such disclosure controls and proceduttas designed under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made
known to us by others within those entities, paftidy during the period in which this report isifige prepared

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

C) Evaluated the effectiveness of the regis’s disclosure controls and procedures and presantbd report our conclusior
about the effectiveness of the disclosure conaint procedures as of the end of the period cougyelis report based on
such evaluation; an

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

5.  The registrars other certifying officer and | have disclosedsddhon our most recent evaluation of internal @miver financia
reporting, to the registrant’s auditors and todhdit committee of the registrant’s board of dicest(or persons performing the
equivalent functions)

a) All significant deficiencies and material weaknessethe design or operation of internal contratiofmancial reporting
which are reasonably likely to adversely affectribgistrant’s ability to record, process, summaaad 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: November 9, 2005 /s/ R.J. AGAN

Richard J. Fagan
Chief Financial Officer




EXHIBIT 32.1

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

In connection with the accompanying Quarterly ReparForm 10-Q of InterDigital Communications Coration (the “Company”) for the
quarter ended September 30, 2005, as filed witlstwirities and Exchange Commission on the dasohéhe “Report”), 1, William J.
Merritt, President and Chief Executive Officer bétCompany, hereby certify, pursuant to 18 U.Se2ti8n 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002, that

(1) The Report fully complies with the requiremeotsSection 13(a) or 15(d) of the Securities ExgeAct of 1934, as amended; and

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

Date: November 9, 2005 /sl WILLIAM J. MERRITT
William J. Merritt
President and Chief Executive Officel




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 Corgtion (the “Company”) for
the quarter ended September 30, 2005, as filedthétsecurities and Exchange Commission on thetdatof (the “Report”), |, Richard J.
Fagan, Chief Financial Officer of the Company, bhgreertify, pursuant to 18 U.S.C. Section 1350adapted pursuant to Section 906 of the

Sarbanes-Oxley Act of 2002, that:
(1) The Report fully complies with the requiremeotsSection 13(a) or 15(d) of the Securities ExgeAct of 1934, as amended; and
(2) The information contained in the Report fajphesents, in all material respects, the finanaaldition and results of operations of the
Company.

Date: November 9, 2005 /s/ R.J. AGAN

Richard J. Fagan
Chief Financial Officer



Exhibit 99.1

LITIGATION EXPENSE AND REIMBURSEMENT
AGREEMENT

This Litigation Expense and Reimbursement Agreerisemtade this 15th day of February, 2000, by andiden INTERDIGITAL
COMMUNICATIONS CORPORATION (hereinafter “IDC") andNTERDIGITAL TECHNOLOGY CORPORATION (hereinafter TIC"),
hereinafter collectively referred to as the “Ingigg and FEDERAL INSURANCE COMPANY (hereinafter ‘deral” or “Insurer”). The
Insureds and Insurer are collectively referredstéh@ “Contracting Parties.”

Recitals

A. On or about September 9, 1993, a civil actios wammenced against the Insureds styled Ericssdio Bgstems, Inc. et al. v.
InterDigital Communications Corporation, et @lnited States District Court for the Northern g of Texas, Dallas Division, Civil Action
No. 3:93 CV 180-H (hereinafter “the First Ericsson Lawsuit”). Tpkintiffs in the First Ericsson Lawsuit are hegdber collectively referred
to as “Ericsson.”

B. The Insureds are insured under Federal insunpoléges No. 3529-74-28 and 7908-16-49 (hereiméftee Policies”), subject to the
terms and conditions of the Policies.

C. The Insureds tendered the defense of the FHirstdbn Lawsuit to Federal, who agreed to providefanse under policy No. 3529-74-
28, subject to reservation of Federal’s rightanase particularly set forth in letters by Federaépresentatives to the Insureds and/or their
attorneys.

D. After the First Ericsson Lawsuit was commend&d; filed a civil action entitled InterDigital Tedmlogy Corporation v. Ericsson GE
Mobile Communications, Inc. et alin the United States District Court for the Nenth District of Texas, Dallas Division, Civil Actio
No. 3:93 CV 211-H (hereinafter “the ITC Lawsuit”).

E. The First Ericsson Lawsuit and the ITC Lawsu#mually were consolidated by order of the Unifdtes District Court for the
Northern District of Texas (hereinaft‘the Combined Lawsuit”).

F. On or about December 16, 1997, another civibaatas filed by Ericsson styled Ericsson Radiot&yss, Inc. et al. v. InterDigital
Communications Corporation, et alUnited States District Court for the Northern ffict of Texas, Dallas Division, Civil Action No..87 CV
3067-H (hereinafter referred to as “the Seconddsoa Lawsuit”).

G. The second Ericsson Lawsuit eventually was dateged into the Combined Lawsuit by the filingafourth amended complaint by
Ericsson



H. A fifth amended complaint was filed by EricssnorDecember, 1999.
I. Federal has reimbursed the Insureds for cedfihe litigation expenses incurred in connectiagtnthe Combined Lawsuit.

J. The Insureds and Insurer desire to resolvessilds between them regarding funding, allocatigpodionment and reimbursement of
litigation costs pertaining to the Combined Lawsuit

K. The Insureds and Insurer agree that the coretiderfor this Agreement is the reciprocal tradk afd/or compromise, of their
respective rights which have been reserved and&srted with regard to funding, allocation, appontient and reimbursement of litigation
expenses with regard to the Combined Lawsuits famther, the certainty that is derived from sucheagnent.

Agreement

1. Audit of Legal Bills . The invoices and/or bills pertaining to the Condal Lawsuits will not be submitted to Legalgardoy similar
entity for audit, effective April 1, 1999.

2. Attorney Fee Reimbursement Federal will continue to reimburse the InsuremtsAttorney time in the same manner as Federal has
been doing consistent with the terms of this AgreeimThe maximum rate for attorney time to be reirsbd by Federal will be at the actual
hourly rate up to a maximum of $200 per hour fovses performed April 1, 1999 and thereafter.

3. Other Reimbursements.

a. Federal will continue to reimburse the Insufedson-attorney litigation related expenses, saghbut not limited to, expert fees,
Ikon document production services, stenographiddeegraphic expenses, demonstrative exhibit fews sanilar expenses, in the same
manner as Federal has been doing to date.

b. Administrative/Overhead Expenses. Federal will not be expected to reimburse for angrhead or administrative expens
which are defined as secretarial, word processingrtime for staff, air conditioning, and other opancy expenses for other than
business hours, postage, internal photocopy expeisphone, computer research expense (WestlaXi3,Eetc.), and meals other than
while traveling, incurred April 1, 1999 and therteaf Billing for express mail and messenger servitebe paid by Federal subject to an
agreement for approval of such expense by the §allexas, representative of Chubb & Son who is todng the Combined Lawsui




4. Demand for Litigation Expenses. During any settlement negotiations, the Insuseiflsin good faith, demand and negotiate for
Ericsson to include a separate reimbursement anfoulitigation expenses. However, the failure lod tnsureds to obtain such a separate
amount shall not be considered a breach of thieément and the Insureds’ obligations hereunder.

5. Participation in Award or Settlement Reimbursementfor Litigation Expenses. If there is a specific court award, or specific
reimbursement by Ericsson for litigation expensea eesult of a settlement with Ericsson, thoseneats actually paid to the Insureds will be
shared between Federal and the Insureds in propddieach party’s contribution to the litigatioxpenses incurred and paid.

6. Reimbursement of Litigation Expenses from Court Awad or Settlement Funds.

a. In the event there is a court award, or a sedte with Ericsson, and there is not a separataiatrreimbursing litigation expens
that results in complete reimbursement to Federadlf of the litigation expenses it paid to orlmehalf of the Insureds, the Insureds will
pay to Federal, upon receipt of sums paid by Eoicsthe following:

(1). 9% of the first $50 million of the agre-upon settlement; ar
(2). 10% of everything above $50 million of the egg-upon settlement for the Patents and Claims in

b. As used in this Agreement, “Patents and Clamfuiit” shall mean all of the patents and clainentdied and litigated in the
Combined Lawsuit and shall include all sums and fegd by Ericsson to the Insureds, and/or ther&usl affiliates, for settlement,
licensing, royalty and/or other rights associatétth \such patents and claims, including, but noftkeh to, digital radio technology known
as timed division multiple access (“TDMA”") and/dgifal telephony systems marketed in compliancéwhe 1S-54 Standard, 1S-136
Standard and/or the GSM Standard.

c. Minimum Portion of Settlement to Which Reimbursemen Will Apply .

(i) If any agreement between Ericsson and the gdsuresults in payments for the Patents and Cliair8sit of less than 70¢
of all patent related payments to be made by Eitss the Insureds and their affiliates under sagfeement, the Insureds and
Federal agree that for purposes of this Agreentieatpercentage will be set at 70




(ii) The 70% minimum set forth in c(i), above, ahgé 9% and 10% rates of reimbursement set foré{ihand a(2), above,
will apply to all up-front payments and all recagirevenue payments by Ericsson (including, butindted to, royalties and/or
licensing fees), but will not apply to payments émgineering or other services, except as folldfnsis reasonably projected that
Federal will not be fully reimbursed within four)(gears from the date of the settlement based efottegoing payments, Federal
will also receive 1.5% of all payments made by &@n for engineering services. If the combinatiballoof the foregoing is not
reasonably projected to fully reimburse Federahimithose four (4) years, Federal may, at its opts@ek additional reimbursement
from the Insureds during which time a represengatif’the Insureds and Federal, each of which hatieguthority to bind their
respective entities, shall meet. If the InsuredsB@deral cannot agree on a resolution, the mattiedoe submitted to arbitration,
pursuant to Pennsylvania’s Uniform Arbitration Alsefore a single arbitrator approved by Federalthadnsureds, for a
determination of the additional value to the Insigrand its affiliates of the settlement (beyonddagh payments related to the
Patents and Claims in Suit and for engineeringisesy and a determination of the payments to beenaéfederal based on such
additional value of the settlement agreement, stesi with the reimbursement provisions set folbvee. The arbitrator shall be
free to set the overall percentage of such agreewadue to whatever value is deemed appropriatsveéder, in no event will the
Insureds be required to reimburse Federal in aruatgreater than the total amount realized by tiserdeds from Ericsson, or
require the Insured to pay Federal prior to receiftash or other consideration from Ericsson anao event will the
reimbursement to Federal be less than the reimimnseset forth in sub-paragraphs 6a and c(i), above

d. The terms of this paragraph 6 will apply to aowurt award, whether by verdict, judgment or othisewor any settlement, whetl

pre-trial, at trial, or post-trial; except as satth in e, f, g, or h, below.

e. Federal shall not be entitled to any reimbursgnmethe event of a verdict or judgment that &lttee Patents and Claims in Suit in

the Combined Lawsuit are not valid or were notiimfed, unless that verdict or judgment is revetsegost-trial motion or appeal.

f. If the Combined Lawsuit is resolved or rendemgabt by a Sale Transaction (as defined below) ifrclvthe Successor Entity (as

defined below) is Ericsson or any affiliate of EBgon, Federal will be paid by the Insureds andiv@rSuccessor Entity, in forty-eight
(48) consecutive, equal monthly payments commengiitg to or on the date of the consummation of$haé Transaction, the amount
that Federal paid for the litigation expenses ef@ombined Lawsuit. For the purposes of this Agre®m

(i) a “Sale Transaction” shall mean (a) a salajiigtion, or other disposition to a third party'Paurchaser”) of all or any
substantial portion of any of the Insur’ stock or assets; (b) a merger or other businesbioation between any of tt



Insureds and a third party, provided the survivengjty is the transaction partner or a newly formeatty (the “Surviving Entity”)
and not one of the Insureds; or (c) any transadicseries of transactions which transfer all or substantial portion of the stock
assets of any of the Insureds to a third party'fauguiror”).

(i) a “Successor Entity” shall mean (a) a Purchad® the Surviving Entity, (c) a Partnership ardf) an Acquiror.

g. If the Combined Lawsuit is resolved or rendearexbt by an Ericsson Transaction (as defined belBafleral will be paid by the
Insureds, in fortyeight (48) consecutive, equal monthly payments cenuimg prior to or on the date of the consummatibtine Ericssol
Transaction, the amount that Federal paid foritlgation expenses of the Combined Lawsuit. Forgheposes of this Agreement:

(i) an “Ericsson Transaction” shall mean (a) a s&@idation, or other disposition to any of thesureds or any of their
affiliates of all or any substantial portion of th®ck or assets of any of the entities constiguEnicsson or any of their affiliates;
(b) a merger or other business combination betvaegrof the Insureds or any of their affiliates amy of the entities constituting
Ericsson or any of their affiliates, provided the\dving entity is one of the Insureds or one &f thsureds’ affiliates; or (c) any
transaction or series of transactions which trarefeor any substantial portion of the stock osets of any of the entities
constituting Ericsson or any of their affiliatesaiy of the Insureds or any of their affiliates.

h. If the Combined Lawsuit is resolved or renderexzbt by a Partnership Transaction (as defined belsuch that Federal will not
be reimbursed pursuant to the provisions of sulagraphs 6a and c(ii) then Federal will be paidhgylhsureds and/or the Partnership, in
forty-eight (48) consecutive, equal monthly paymnsestmmencing on or before the date of creatioh®Rartnership, the amount that
Federal paid for the litigation expenses of the 8imed Lawsuit. For the purposes of this AgreemafiBartnership Transaction” shall
mean the formation of any alliance, joint ventursimilar arrangement, or partnership (the ensityformed, irrespective of form (suck
LLC, partnership, corporation, etc.) being the tRarship”).

7. Maximum Reimbursement to Federal. The maximum amount that the Insureds shall pdyetteral from any recovery in the
Combined Lawsuit is the amount of money paid byefeldto the Insureds, or on the Insureds’ behalfat of the litigation of the Combined
Lawsuit. Therefore, the maximum that Federal caover is a reimbursement of the litigation expernbasit has paid.

8. Continuation of Defense After Dismissal of Potentiy Covered Claims. Federal will continue to reimburse litigation exses of
the Combined Lawsuit through any appeal to a cofudst resort, consistent with the terms and dionl of this Agreement, even if the
Insureds are successful in having stricken alhtégpotentially covered by the Policit



However, Federal will not continue to reimbursedgpenses incurred after trial if all claims poialhy covered by the Policies have been
stricken or otherwise determined adverse to Eritsswl Ericsson does not file a post-trial motiomppeal regarding any of the potentially
covered claims. In the event that Ericsson seglasttrial motion or appeal as to any of the paddigtcovered claims, reimbursement will end
upon ruling on such post-trial motion(s) or appskail Ericsson does not seek further review or appegarding any of the potentially covered
claims.

9. Submission and Reimbursement of Continuing Litigathn Expenses For bills received by the Insureds after the dditidis
Agreement, the Insureds will submit to Federalhimitsixty (60) days of receipt by the Insuredspéls and invoices for litigation expenses
pertaining to the Combined Lawsujt&ith a breakdown showing the portions that Fedaoals not have to pay because of the limitations in
paragraphs 2 and 3, above. Federal will have t{&® days, from receipt by Federal, to review ¢éhbgls and raise any concerns it has
regarding those expenses. Expenses for which Hettera not raise a concern will be reimbursed ¢oltisureds fifteen (15) days thereafter. If
Federal raises a concern regarding any expenstnsteeds and Federal will endeavor to resolvectireern within an additional thirty
(30) day period, during which time a representatif/the Insureds and Federal, each of which hatfiegauthority to bind their respective
entities, shall meet. If the concern is resolvextjdfal will pay the questioned bill, in accordandth the resolution, within fifteen (15) days
after the resolution. Any questioned bills whicmigat be resolved between the Insured and Fedeltddevieferred to arbitration, pursuant to
Pennsylvania’s Uniform Arbitration Act, before agle arbitrator approved by Federal and the Insured

10. Federal Administrator . Federal acknowledges that Chubb & Son, a divisfdRederal Insurance Company, having a place of
business at 1445 Ross Avenue, Dallas, Texas hasamekwill continue to be (unless hereafter chargeBederal) the administrator of policy
coverage for the Insureds, having the authorityrasgonsibility to deal with those issues thati lkexercised with the Insureds to the date of
this Agreement.

11. Notices and Requests for ReimbursementAll notices between the parties or requestséanbursement by the Insureds under this
Agreement shall be in writing and given by overnigtail service (i.e. Federal Express or equivalent)y facsimile addressed to the parties at
the addresses immediately below or to such othestigute or additional address of which either partly advise the other in writing. Notices
will be deemed given when sent.

If to the Insureds
InterDigital Communications Corporatic
781 Third Avenue
King of Prussia, Pennsylvania 194
Attention: Ericsson Litigation Couns
Phone: (610) 83-7800
Fax: (610) 99-9432



If to Federal:
Sylvia Garcie
Senior Litigation Examine
Chubb & Son, a division of Federal Insurance Conyj
1445 Ross Avenu
Suite 420(C
Dallas, Texas 752(-2812
Phone: (214) 7t-8187
Fax: (214) 75-8570

With a copy to
Michael J. Plevyak, Esquil
White and Williams LLF
1500 Lancaster Avent
Paoli, Pennsylvania 193-1500
Phone: (610) 2£-0466
Fax: (610) 29-4628

12.Reservation of Rights and NoAWaiver Agreement. The Contracting Parties agree that neither Féderahe Insureds waive any
of their rights or defenses under the Policiesgtbherwise, by this Agreement except as it appbeheir respective rights concerning funding,
allocation, apportionment and/or reimbursementtigfdtion expenses arising out of or relating te @ombined Lawsuits.

13. Successors and Assigns

a. The Contracting Parties understand and agré¢hiagreements, undertakings, acts and otheggtiane or to be done by e
of the Contracting Parties in this Agreement shailto and be binding upon the respective Contigddarties, and their respective
successors and assigns, which with respect tonthedds shall specifically include any SuccessditfemNo assignment of this
Agreement by the Insureds shall serve to releaségureds from their obligations hereunder.

b. Additionally, each of the Insureds, as a matém@ucement to Federal to enter into this Agreetnagrees to all of the followin
Prior to the consummation of any sale, liquidatimnother disposition to a third party (an “Asseté¢haser”) of all or any substantial
portion of any of the Insureds’ assets, the Inssigdthll provide reasonable prior notice of sanfeeideral. The Insureds shall also require
the Asset Purchaser, as a condition of closingnter into an agreement with Federal, in form arnzbtance reasonably satisfactory to
Federal, whereby the Asset Purchaser expresslgagpee bound by the terms of this Agreement, thighsame force and effect as if it
were included as one of the Insureds hereunddieurof obtaining the agreement of the Asset Pwsehas required above, the Insureds
may elect to comply with option (i) or option (ibelow, as applicable:

(i) If the amount of the reimbursement obligatiorFederal has been established by virtue of a eavatd or settlement, the
Insureds shall, prior to or on the date of thag skidjuidation or other disposition:

(1) pay the balance of that reimbursement obligatitioFederal; o




(2) provide (in form, substance and amount satisfgcto Federal) security or a bond to cover amgaming
reimbursement obligation and continue to reimb&seéeral as if such sale, liquidation or other dé$fimn had not taken
place.

(i) If the amount of the reimbursement obligattorFederal has not yet been established by vitaecourt award or
settlement, the Insureds shall provide securitfdim, substance and amount satisfactory to Federabver their reimbursement
obligation under this Agreement.

The Insureds acknowledge and agree that the pomgigif this paragraph 13b may be specifically erddrby any court of competent
jurisdiction.

14.Entire Agreement. All agreements, covenants, representations amdntées, express and implied, oral and writterthef
Contracting Parties to this Agreement concerniggitbject matter are contained herein. No otheresgents, covenants, representations or
warranties, express or implied, oral or writteryéneen made by any party concerning the subjettenaf this Agreement. All prior and
contemporaneous conversations, negotiations, dessilol alleged agreements, representations, coteaad warranties concerning the sukb
matter of this Agreement are merged herein. Thisigitegrated Agreement.

15. Confidentiality . The terms and conditions of this Agreement dhalkept confidential and not be disclosed to airgd {arty except
upon the express written consent of the Contrad®iagies; as might be required by applicable lamequired by order of any court of
competent jurisdiction; or as might be require@éndorce or effectuate this agreement.

16. Advice of Counsel. The Contracting Parties warrant and representhieg are executing this Agreement after havirgireed full
legal advice as to their rights from their attorsiey

17.Warranty of No Transfer . The Insureds further represent and warrant thatssignment or other transfer of all or any rights
whether in tort, contract or otherwise, which theureds might have or have had against the Insadgr the Policies and/or any other contract
or agreement between the Insureds and the Insasdoden made.

18. Construction of Contract . The Contracting Parties agree that this Agreenseiotbe construed and interpreted without regauttie
identity of the party drafting it. This Agreemesttd be construed according to the laws of the Commealth of Pennsylvania.

19. Miscellaneous.

a. Each of the Contracting Parties agrees to egestigh further papers and documents as shall lesseny or proper in order
fulfill the terms and conditions of this Agreement.

b. All headings contained herein are only for conieace and ease of reference and are not to bédeoad in the construction or
interpretation of any provision of this Agreeme



c. This Agreement may be executed in counterpalttef which together shall constitute a singletinsent.
d. The obligations, liabilities and undertakingseath of the Insureds hereunder are joint and akver

e. All aspects of this Agreement are effectiveaattive to April 1, 199¢

THE UNDERSIGNED HAVE READ THE FOREGOING AGREEMENT A ND FULLY UNDERSTAND IT .

By:

Name:

Title:

By:

Name:

Title:

By:

Name:

Title:

INTERDIGITAL COMMUNICATIONS
CORPORATION “IDC”)

/s/ DoONALD M. B OLES

Donald M. Boles
Vice President

INTERDIGITAL TECHNOLOGY
CORPORATION “ITC”)

/s/ DONALD M. B OLES

Donald M. Boles
Vice President

FEDERAL INSURANCE COMPANY

/s/  SyLviA G ARCIA

Sylvia Garcia
Senior Litigation Examiner, Claims Officer



