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GLOSSARY OF TERMS
1xEV-DO
“First Evolution Data Optimized.” An evolution ofilma2000.

2G

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

2.5G

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

3G

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

3GPP

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

802.11

An IEEE standard for wireless LAN interoperabilityetter appendages (i.e., 802.11 a/b/g) identifyous amendments to the standards which
denote different features and capabilities.

Air Interface
The wireless interface between a terminal unit taedbase station or between wireless devices orarwnication system.

ANSI

“American National Standards Institute.” The Uni®tes national standards accreditation and patiency. ANSI monitors and provides
oversight of all accredited U.S. Standards Devekpin®rganizations to insure they follow an openligytrocess.

ASIC

“Application Specific Integrated Circuit.” A comprtchip developed for a specific purpose, and feetjy designed using a mircoprocessor
core and integrating other functions unique toapplication in which the chip will be used. Many S@esigns are ASICs.

ATIS

“Alliance for Telecommunications Industry Solutioh&n ANSI-accredited U.S.-based standards assoaiathich concentrates on developing
and promoting technical/operational standardstferdommunications and information technology indestworldwide.

Bandwidth

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



Base Station

The central radio transmitter/receiver, or grougearitral radio transmitters/receivers, that mairg@iommunications with subscriber equipment
sets within a given range (typically, a cell site).

Category 10

The HSDPA standard contains different “categoriesiging from category 1 through category 10, tiingespecific configurations and
performances. Category 10 is the fastest mode &ff#fScapable of achieving 14Mbps.

CDMA

“Code Division Multiple Access.” A method of digitspread spectrum technology wireless transmissiahallows a large number of users to
share access to a single radio channel by assignigge 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 tedogies (i.e., TIA/EIA-95 and cdmaOne). The CDMArily includes, without
limitation, CDMA2000 1x, CDMA 1xXEV-DO, CDMA2000 1DV and CDMA2000 3x. Although CDMA2000 1x is indad under the
IMT-2000 family of 3G standards, its functionalisysimilar to 2.5G technologies. CDMA200@nd cdma2008 are registered trademarks of
the Telecommunications Industry Association (TINSA).

Chip

An electronic circuit that consists of many indivé circuit elements integrated onto a single sabest

Chip Rate

The rate at which information signal bits are traitted as a sequence of chips. The chip rate iallysseveral times the information bit rate.

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

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

Digital Cellular
A cellular communications system that uses oveyaihdigital transmission.

Duplex

A characteristic of data transmission; either €ulplex or half duplex. Full duplex permits simukaas transmission in both directions of a
communications channel. Half duplex means onlytos@smission at a time.

EDGE

“Enhanced Data rates for GSM Evolution.” Technoladggigned to deliver data at rates up to 473.6 Kinipde 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 Institutee standards organization which drafts standandgdirope.



FDD
“Frequency Division Duplex.” A duplex operation ngia pair of frequencies, one for transmission@melfor reception.

FDMA

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

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

GHz
“Gigahertz.” One gigahertz is equal to one billytles per second.

GPRS

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

GSM

“Global System for Mobile 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 Access.” An enhancenieWCDMA/UMTS technology optimized for high spegacket-switched data and
high-capacity circuit switched capabilities. A 3&hnology enhancement.

HSUPA

“High Speed Uplink Packet Access.” An enhancemeWCDMA technology that improves the performancehef radio uplink to increase
capacity and throughput, and to reduce delay.

iDEN ©
“Integrated Dispatch Enhanced Network.” A propnigtDMA standard$ased technology which allows access to phone, @altfing and da
from a single device.

IEEE

“Institute of Electrical and Electronic Engineers.’'membership organization of engineers that anitsnactivities produces data
communications standards.

IEEE 802

A standards body within the IEEE that specifies namications protocols for both wired and wirelessal area and wide area networks
(LAN/WAN).

IC
“Integrated Circuit.” A multifunction circuit formein or around a semiconductor base.



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

IPR
“Intellectual Property Right.”

ISO

“International Standards Organization.” An intefoagl organization, which sets international elieefrand electronics standards. The U.S.
member body is ANSI.

ITU

“International Telecommunication Union.” An intetiaal organization established by the United Na&iwith membership from virtually
every government in the world. Publishes recommeoias for engineers, designers, OEMs, and senvigeigers through its three main
activities: defining and adoption of telecommunigas standards; regulating the use of the radiguigacy spectrum; and furthering
telecommunications development globally.

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

Kbps
“Kilobits per Second.” A measure of information-gang capacity (i.e., the data transfer rate) ofrauit, in thousands of bits.

Km
“Kilometer.”

Know-How

Technical information, technical data and tradeetsdhat derive value from the fact that theyratgenerally known in the industry. Know-
how can include, but not limited to, designs, draysi, prints, specifications, semiconductor magchnical data, software, net lists,
documentation and manufacturing information.

LAN

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

MAC

“Media Access Control.” Part of the 802.3 (Etherha&N) standard which contains specifications andsdor accessing the physical portions
of the network.

MAN
“Metropolitan Area Network.” A communication netwowhich covers a geographic area such as a cisylourb.
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Mbps
“Megabits per Second.” A measure of informatiorarrging capacity of a circuit; millions of bits psecond.

Modem

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

Multiple Access

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

ODM

“Original Design Manufacturer.” Independent conteas that develop and manufacture equipment onlbehanother company using another
company'’s brand name on the product.

OEM
“Original Equipment Manufacturer.” A manufacturdregiuipment (e.g., base stations, terminals) thidg 0 operators.

OSI Reference Model
A seven layer network architecture model develdpetSO and ITU. Each layer specifies particulamogk functions.

PCMCIA
“Personal Computer Memory Card International Asstien.” An international industry group that promsttandards for credit card-sized

memory card hardware that fits into computing desisuch as notebooks or laptops.

PDC
“Personal Digital Cellular.” The standard developedapan for TDMA digital cellular mobile radiomonunications systems.

PHS
“Personal Handyphone System.” A digital cordlesspieone system and digital network based on TDM#is Tow-mobility microcell standar
was developed in Japan. Commonly known as PAS ina&Ch

PHY

“Physical Layer."The wires, cables, and interface hardware thatectohevices on a wired or wireless network. Ihis bowest layer of netwo
processing that connects a device to a transmisséegtium.

Platform
A combination of hardware and software blocks impating a complete set of functionalities that baroptimized to create an end product.

Protocol
A formal set of conventions governing the formad aontrol of interaction among communicating fuootl units.
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RF
“Radio Frequency.” The range of electomagneticdssies above the audio range and below visibke. lig

Smart Antenna

Antennas utilizing multiple elements with signabpessing capabilities which enhance desired, arcedndesired, transmission to or from
wireless products.

SOoC
“System-on-a-chip.” The embodiment on a singlesili chip of the essential components that comphis@perational core of a digital system.

Standards
Specifications that reflect agreements on prodyees;tices, or operations by nationally or inteiovally accredited industrial and professional

associations or governmental bodies in order taafbr interoperability.

TDD
“Time Division Duplexing.” A duplex operation usirggsingle frequency, divided by time, for transrigissand reception.

TD/FDMA
“Time Division/Frequency Division Multiple AccessA technique that combines TDMA and FDMA.

TDMA

“Time Division Multiple Access.” A method of digitavireless transmission that allows a multiplicitiyusers to share access (in a time ordered
sequence) to a single channel without interferdaycassigning unique time segments to each usematie channel.

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

Terminal/Terminal Unit

Equipment at the end of a communications path.rOféerred to as an end-user device or handsetiiial units include mobile phone
handsets, personal digital assistants, computespagand telephones.

TIA/EIA-54

The original TDMA digital cellular standard in thinited States. Implemented in 1992 and then upgrsmléhe TIA/EIA-136 digital standard
in 1996.

TIA/EIA-95
A 2G CDMA standard.

TIAJEIA-136
A United States standard for digital TDMA technalog

TIA (USA)
The Telecommunications Industry Association.
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WAN

“Wide Area Network.” A data network that extendsAIN outside of its coverage area, via telephone rooam carrier lines, to link to other
LANSs.

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.

Wideband
A communications channel with a user data ratedrigfran a voice-grade channel; usually 64Kbps tb2

WIMAX
A commercial brand associated with products andees using IEEE 802.16 standard technologies fdewarea networks broadband wireless.

Wireless
Radio-based systems that allow transmission ofmé&ion without a physical connection, such as eopyire or optical fiber.

Wireless LAN (WLAN)

“Wireless Local Area Network.” A collection of deés (computers, networks, portables, mobile equipnetc.) linked wirelessly over a
limited local area.

WTDD
“Wideband TDD” or “Wideband Time Division Duplex& form of TDD utilizing a high Chip Rate.
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PART |
Item 1. BUSINESS

General

We design and develop advanced digital wireledsniglogies which we make available for license tmisenductor companies, handset
manufacturers and other equipment producers. @antdogy offerings include patented inventions, Wrttow and other technical data (e.g.,
software, designs and specifications) related ecdibsign and operation of digital wireless prodacid systems. We have built our suite of
offerings through independent development, jointedigoment with other companies, and through sedegtgjuisitions. We actively participate
in the standard-setting process for digital wirgleexhnologies, both cellular and non-cellular tdbating solutions that are regularly
incorporated into the standards.

We generate revenues and cash flow primarily tHngogalties received under patent license agreesraavering our customers’
manufacture and sale of 2G and 3G mobile terminas e.g., handsets) and infrastructure. We ads@etate revenues and cash flow by
licensing our technology solutions (e.g., HSDPA, BMA terminal unit protocol stack software, physitayer designs, etc.) and the provision
of specialized engineering services. We are sedhibgth expand revenues from the technology swiytiortion of our business and create
synergies between our patent licensing and tecggdicensing businesses.

As an early participant in the digital wireless kedr we developed pioneering solutions for the primary cellular air interface
technologies in use today: TDMA and CDMA. That gamlvolvement, as well as our continued developnodtdvanced digital wireless
technologies, has created our significant worldwidgfolio of patents and patent applications igitdl wireless communications. Included in
that portfolio are a number of patented inventiséch we believe are essential to products bui®and 3G cellular standards, and other
standards such as WLAN and WiMAX. Accordingly, waibve that companies making, using or selling potsl compliant with these
standards require a license under our patent@nrjunction with our participation in the standataglies, we have filed declarations with the
applicable standards bodies stating that we beliebave essential patents and that we agree te thake patents available for use and
license on fair, reasonable and non-discriminaterns or similar terms consistent with the requigats of the individual standards
organizations.

Products incorporating our inventions include:

* Mobile terminal units, including cellular phonesreless personal digital assistants and noteboolpaters, PCMCIA cards, ar
similar products

» Base stations and other wireless infrastructurépagent
» Components for wireless devic

We also incorporate our inventions into our owrhtexrlogy solutions consisting mainly of protocolcitaoftware, ASIC reference
designs and related know-how, which are principtigeted at the mobile terminal unit market. Thedations provide time-to-market,
performance and cost advantages to our customdrie \Ur solutions conform to applicable standatidsy also include proprietary
implementations for which we seek patent protection

Our investments in the development of advancedaligiireless technologies and related productsighelsustaining a highly specialized
engineering team and providing that team with tpgiggment and advanced software platforms necessaypport the development of
technologies. Over each of the last three yearscast of development has ranged between 43% a¥tdddur total operating expenses. The
largest portion of this cost has been personnegscés of December 31, 2005, we employed 202 eeginé&7% of whom hold advanced
degrees, 30 of whom hold PhDs.

We incorporated in 1972 under the laws of the Commealth of Pennsylvania, and we conducted ourinitiblic offering in November
1981. Our corporate headquarters and administraffiees are located in King of Prussia, Pennsyilgad SA. Our research and technology
and product development teams are located in fleviog locations: King of Prussia, Pennsylvani&gA] Melville, New York, USA; and
Montreal, Quebec, Canada.

Our Internet address wgww.interdigital.com Where, in the “Investing” sectiorwe make available, free of charge, our Annual Repor
Form 10-K, Quarterly Reports on Form 10-Q, Cureaports on Form &, other reports required to be filed under theusigies Exchange A«
of 1934, and all amendments to those reports as a®oeasonably practicable after such materfdes with the United States Securities and
Exchange Commission (SEC). The information conthimre or connected to our website is not incorparatereference into this Form 10-K.
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Wireless Communications Industry Overview

Participants in the wireless communications indusstclude original equipment manufacturers (OEMgmiconductor manufacturers,
original design manufacturers (ODMSs), a varietyewhnology suppliers, applications developers,@etators that deliver communications
products and services to consumers and busindssasler to achieve economies of scale and allavinfieroperability across geographic
regions, the products for the wireless industryehigypically been built to wireless standards. Tékutar market initially focused on delivering
voice-oriented services. Over the past five yelesjndustry transitioned from providing digitaliee-oriented wireless products and services
(commonly referred to as Second Generation or f(3lso providing data services. Operators are offeving higher data rates and enhanced
Internet access with the introduction of 3G tecbga@s. Concurrently, non-cellular wireless techgas, such as IEEE 802.11, have emerged
as a means to provide wireless Internet accedsxéat and nomadic use. Industry participants apéta a proliferation of converged devices
that incorporate multiple air interface technolegiad functionalities, and provide seamless oerafis an example, such converged devices
could provide seamless operation between a 3G metava a WLAN network.

Over the course of the last ten years, the celedarmunications industry has experienced rapid travorldwide. Total worldwide
cellular wireless communications subscribers rosmfslightly more than 200 million at the end 08X%o 1.7 billion at the end of 2005. In
several countries, mobile telephones now outnurfiked-line telephones. Market analysts expect thataggregate number of global wireless
subscribers could reach 3 billion in 2009

Global Handset Sales by Technology (1)
M units
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0
2002 2003

2004 2005 (2) 2006 (2)
O Other (3) 86 84 57 32 21
B8 COMA One, COMA2000 1x, 1xBV 76 102 132 153 177
@ WD, 0 3 17 44 74
O GSM GPRS, EDGE 273 341 475 594 668
Total Handsels 435 530 681 823 245

(1) Source: Strategy Analytics, In- January 200¢
(2) 2005 and 2006 data represents estimates of hasulss!
(3) Includes: Analog, IDEN, TDMA, PHS, PDC, "-SCDMA.

The growth in new cellular subscribers, combinethwiisting customers choosing to replace theirilfagihones, helped fuel the growth
of mobile phone sales from approximately 115 millimits in 1997 to over 820 million units in 2008e believe the combination of a broad
subscriber base, continued technological changettenever growing dependence on the Internet,ieamd other digital media sets the stage
for continued growth in the sales of wireless paddwand services through the balance of this de¢aate¢hose reasons, shipments of 3G-
enabled phones (WCDMA, cdma2000, 1xEV-DO) whichrespnted approximately 24% of the market in 2086 peaedicted to increase to
49% of the market by 2009.

In addition to the advances in digital cellulartteologies, the industry has also made significdatiaces in non-cellular wireless
technologies. In particular, IEEE 802.11 WLAN hasngd momentum in recent years as a wireless bawai&olution in the home, office and
in public areas. IEEE 802.11 technology offers kégleed data connectivity through unlicensed spectru
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within a relatively modest operating range. Sirtsaritroduction in 1998, semiconductor shipmentprofiucts built to the IEEE 802.11
standard have nearly doubled every year. Whildivelg small compared to the cellular market (11ilion IEEE 802.11 wireless ICs shipped
in 2005), the affordability and attractivenessh# technology has helped fuel rapid market gravthaddition, the IEEE wireless standards
bodies are creating sets of standards to enalihehdgnta rates, provide coverage over longer distgrand enable roaming.

Evolution of Wireless Standard

Wireless communications standards are formal gmeelfor engineers, designers, manufacturers anétseroviders that regulate and
define the use of the licensed radio frequencytspecin conjunction with providing specificationsrfwireless communications products. A
primary goal of the standards is to assure interalplity of products from multiple OEM companiesilbto a common standard. A number of
international and regional wireless Standards Dmprakent Organizations (SDOSs), including the Intdometl Telecommunications Union (ITU
the European Telecommunications Standards Ins{EIESI), the Telecommunications Industry Associa{{®lA), the Alliance for
Telecommunications Industry Solutions (ATIS), ahd American National Standards Institute (ANSIyéneesponsibility for the development
and administration of wireless communications stadsl. New standards are typically adopted with e@eh generation of products, are often
compatible with previous generations of the stadslaand are defined to ensure interoperability witrer standards.

These SDOs ask participating companies to fornuslylare whether they believe they hold patentsndisééo a particular standard and
whether they are willing to license those patentgither a royalty-bearing basis on fair, reasomalold nondiscriminatory terms or on a
royalty-free basis. To manufacture, have made, aif#ir to sell, or use such products on a nonisigfng basis, a manufacturer or other entity
doing so must first obtain a license from the holafehose essential patent rights. The SDOs ddvawe enforcement authority against entities
that fail to obtain required licenses, nor do thaye the ability to protect the intellectual prdgeights of holders of essential patents.

Digital Cellular Standards

The principal standardized digital cellular wiredggoducts in use today are based on TDMA and CD&tAnologies. The standardized
TDMA technologies include GSM, TIA/EIA 54/136 (coromly known as AMPS-D, United States-based TDMA)(RPHS, DECT and
TETRA. Of the TDMA technologies, GSM is the moséyalent, having been deployed in Europe, Asia,cafrthe Middle East, the Americas
and other regions. Approximately 72% of worldwidmbset sales for 2005 conform to GSM standards/EIRA54/136 technology has been
deployed primarily in North, Central and South Ainarand is slowly being replaced by other technieleg°DC technology has been deployed
in Japan, while PHS technologies are deployed pifyna Japan, the PeopkeRepublic of China (under the name PAS) and TaiR&CT is ¢
digital cordless telephone standard that operatesaply in Europe. TETRA is an open digital trumkeadio standard widely deployed in
Europe to meet the needs of professional mobile nagkrs such as railways and utilities.

Standardized TDMA-based 2.5G systems were domin&2@05, with GPRS reaching over 50% of global stepts and EDGE
accelerating to almost 10% of all global shipme®tSG systems provide higher data rate servicesthas packet-data technology and,
depending upon the generation of installed infracttre, can be implemented without substantialtamdil infrastructure investment.

Narrowband CDMA-based technologies include TIA/BBB{more commonly known as cdmaOne) and cdma2@bdddogies and sen
parts of the United States, Japan, South Koreasawneral other countries. In 2005, fewer than 20%aidwide handset sales were based on
these CDMA technologies.

Deployment of 3G services allows operators to takeantage of additional radio spectrum allocatamd, through the use of even higher
speeds than 2.5G, deliver additional voice and-dekeapplications to their customers. The five sfieations under the 3G standard include
following forms of CDMA technology: FDD, TDD, and Wtichannel CDMA (cdma2000 technology). FDD and Tbéllectively are referred
to in the industry as WCDMA. In addition, TD-SCDMA variant of TDD technology, has been includethenstandard’s specifications.

The capabilities of the various 3G technologieseheontinued to evolve within the SDOs. In particuthe development of faster and
more efficient methods to carry packet data overdin has resulted in the ability to provide dati@s substantially higher than were envisioned
in the original 3G specifications. Chief among themerging technologies are High Speed Downlinlk@a&ccess and High Speed Uplink
Packet Access (HSDPA/HSUPA), an evolution of WCDMAgd First Evolution Data Optimized (1XEV-DO), amkition of cdma2000.

Depending upon their individual business plansyaipes with existing GSM systems are deployingegitBPRS-EDGE or WCDMA
systems. Analysts expect that GSM operators wiljrate to WCDMA. Operators that originally deployB&\/EIA-95-based systems are
generally deploying cdma2000 systems. Operatototiginally deployed TIA/EIA-136 systems are geadbrdeploying WCDMA systems.
TD-SCDMA is being developed for potential deploymienthe People’s Republic of China and for possistport outside of China. The chart
below shows the anticipated technology evolutiartiie predominant cellular technologies in use yoda
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Cellular Air Interface Technology Evolution

2G 3G

GEM GPRS3 EDGE WCODMA HSDPA HSUPA

TIA/EIA-95A TIAEIA-95B/C COMAZOOD 1x EV-DO

IEEE 802Based Standards

The IEEE began to address the need for an inteabjligy standard among WLANSs in 1990. The finalrgtard, IEEE 802.11, was ratifi
in 1997. Since that time, the IEEE 802.11 Workimgpup has continued to update and expand the A€ B02.11 standard to achieve higher
data rates, accommodate additional operating frezjee and provide additional features. Equipmenfamning to these standards (i.e.,
802.11a/b/g) is in the marketplace today. Interfdedhort range applications, operating in unlieehfequency bands and requiring little
infrastructure, 802.11 standards-based equipmenséwn substantial market growth, especially irseorer home networking applications.
Similar to 3G, this standard also continues toeydbward higher data rates and improved servipaluities.

The wide area network community has also estaldishe IEEE 802.16 Working Group to define air ifdee standards for longer
distance (2 to 50 km) Metropolitan Area and Wide#&Networks (MAN/WAN). The first 802.16 standardswaublished in 2002. Specifying
operating frequencies from 10 to 66 GHz, it is @ity aimed toward very high speed wide area pmmhultipoint fixed applications. In 2003,
an amendment to the 802.16 standard was publishadhwedded operation in the 2 to 11 GHz frequeranyds. This addition made the stanc
much more suitable for providing wireless broadbhigth-speed Internet access for residential andl siffige applications. Analysts expect
that equipment conforming to the 802.16-2004 figehdard will be introduced in 2006. Concurrentwtitis revision of the fixed standard, the
802.16 Working Group embarked on defining a mobdesion of the standard (referred to as 802.16®.mMobile version of the standard was
completed and published in February 2006. Morenthgethe IEEE 802 community has begun to addresgjtiestion of handover between the
different IEEE 802 technologies, both wired andelire, as well as handover to external non-802 orksy such as 3G. This new group,
802.21, entitled Media Independent Handover Sesvit®, anticipates that their initial standard Wwél available in late 2006.

InterDigital’s Strateqgy

In recent years, the majority of our revenue hanherived from companies with which we have pdteabse agreements covering the
manufacture and sale of 2G and 3G mobile terminés@and/or infrastructure. Our goal is to deriggenue on every 3G mobile terminal unit
sold. As of March 2006, we have received royaltiegpproximately 35-40% of all 3G mobile terminalts sold worldwide.

Our strategy for achieving our goal is as follows:
» Continuing our successful program of licensing jpatented technology to wireless equipment produgerdwide
» Offering our intellectual property rights and teology products in a coordinated fash

« Enhancing our technology position by (i) continuthg development of leading edge wireless techmedognd (ii) acquiring legac
technologies (e.g., GSM) and other technologiesiatetlectual property to enhance the value of maduct solution:

» Maintaining substantial involvement in key worldwidtandards bodies to contribute to the ongoinmitieh of wireless standarc
and to incorporate our inventions into those steshe

InterDigital’s Technology Position

Cellular Technologies

We have a long history of developing cellular tembgies including those related to CDMA and TDMAeWed the industry in
establishing TDMA-based TIA/EIA-54 as a digital eliess U.S. standard in the 1980s, and createdssastiial
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portfolio of TDMA-based patented inventions. Thaseentions include or relate to fundamental elem@fitfTDMA-based systems in use
around the world. Some of our more central invardiare:

» The fundamental architecture of commercial Timeifdon/Frequency Division Multiple Access (TD/FDMAystems
» Methods of synchronizing TD/FDMA syster

» Aflexible approach to managing system capacitgugh the reassignment of online subscriber unitiferent time slots and/or
frequencies in response to system condit

» The design of a mu-component base station, utilizing distributed iigehce, that allows for more robust performa
» Initializing procedures that enable roam

A number of our TDMA-based inventions are beingduigeall 2G and 2.5G wireless networks and moldteninal devices.

We also have developed and patented innovative CH&¢Anology solutions. Today, we hold a significantldwide portfolio of
CDMA patents and patent applications. Similar to BDMA inventions, we believe that a number of @DMA inventions are essential to the
implementation of CDMA systems in use today. Sofheun more important CDMA inventions include oratd to:

» Global pilot: The use of a common pilot channetyachronize si-channels in a multiple access environrr
» Bandwidth allocation: Techniques including m-channel and mu-code mechanismr

» Power control: Highly efficient schemes for conlirg the transmission output power of terminal #ade station devices, a vital
feature in a CDMA systel

» Joint detection and interference cancellation tepkes for reducing interferen:
» Soft handover enhancement techniques between désiyoells

» Various sul-channel access and coding technic

» Packet dat

* Fast handof

*  Gec-location for calculating the position of terminalaus

*  Multi-user detection (MUD

» High speed packet data channel coc

* High speed packet data delivery in a mobile envirent

IEEE 802-based Wireless Technologies

With our strong wireless background, we have expdralir engineering and corporate development &esvio focus on solutions that
apply to other wireless market segments. These eetgnprimarily fall within the ever increasing seopf the IEEE 802 family of standards.
We are building a portfolio of technology relatedtie WLAN and cellular area that includes, forrepée, improvements to the 802.11 PHY
and MAC to increase peak data rates (i.e., 802, hamjdover among radio access technologies, méstorks, wireless network management,
and wireless network security.




Business Activitie:

Patent Licensing

Our Patent Portfolio

As of December 31, 2005, our patent portfolio cstesl of 524 U.S. patents (138 of which issued ®630and 1,483 non-U.S. patents
(468 of which issued in 2005). We also have numepaient applications pending worldwide. The patantd applications comprising our
portfolio relate specifically to digital wirelesadiotelephony technology (including, without lintita, TDMA and/or CDMA) and expire at
differing times ranging from 2006 through 2025.igréficant part of our TDMA patent portfolio expseluring 2006. (See,-Risk Factors-
Our Future Financial Condition and Operating Resultould Fluctuate Significantly).

The United States Patent and Trademark Office (WHRErmits the filing of “provisional” applicatiorier, among other reasons,
protecting rights on an expedited basis. Typicdhg, filing of a provisional application is followewith the filing of a “non-provisional”
application, a formal filing which may add contesiich as claim language, to the provisional apfitinaor may combine multiple provisional
applications. The USPTO, along with other intermaai patent offices, also permits the filing of itimuation” or “divisional” applications,
which are based, in whole or in part, on a preuipfieed non-provisional patent application. Mogtaur foreign patent applications are single
treaty application filings, which can produce pasen all of the countries that are parties tottieaty. During 2005, we filed 570 U.S. patent
applications consisting of 177 first filed, U.S.mprovisional, non-continuation patent applicatia®s6 U.S. provisional applications, and 117
U.S. continuation applications. Each new U.S. namAgional application corresponds to a later fileckign treaty application.

Patent Licenses

Currently, numerous manufacturers supply digitdut equipment conforming to 2G and 3G standdodsvhich we hold patents we
believe are essential. While some companies seekdes before they commence manufacturing andlimgsaevices that use our patented
inventions, most do not. Consequently, we appreachpanies and seek to establish license agreenvgatexpend significant effort
identifying potential users of our inventions arefjatiating license agreements with companies ttagt e reluctant to do so. We are in active
discussions with a number of companies on a woddwviasis regarding the licensing of our 2G and @@ted patents. During negotiations,
unlicensed companies may raise different defensgéseguments as to the need to enter into a plitense with us to which we respond. In
past year, these defenses and arguments haveedghagitions by companies (i) as to the esserdialra of our patents, (ii) that their products
do not infringe our patents and/or that our patamsinvalid, and (iii) relating to the impact dretn of pending litigation between us and other
third parties. If we believe that a third partyégjuired to license our patents in order to martufacand sell products, we might commence
legal action against the third party if they widitrenter into a license.

We offer non-exclusive, royalty-bearing patenttises to companies that manufacture, use or séfiferd to manufacture, use or sell,
equipment that implements the inventions covereduryportfolio of patents. We have entered into atous non-exclusive, non-transferable
(with limited exceptions) license agreements witinpanies around the world. When we enter into a peent license agreement, the licensee
typically agrees to pay consideration for salesenatbr to the effective date of the license agrestnand also agrees to pay royalties or license
fees on covered products that it will sell or aiptétes selling during the term of the agreement.eéifgect that, for the most part, new license
agreements will follow this model. In circumstangd®ere we receive consideration for sales made twithe effective date, we typically
recognize revenue in the quarter in which the gdiesnse agreement is signed. However, if thenBeeagreement is reached as part of the
settlement of patent infringement litigation, weagnize consideration for past sales as other iecom

Our license agreements are structured on royakyifig basis, paid-up basis or a combination theidoft of our patent license
agreements are royalty bearing. Most of these aggats provide for the payment of royalties on agodmg basis based on sales of covered
products built to a particular standard (convengebased licenses). Others provide for the paynfensyalties on an ongoing basis if the
manufacture, sale or use of the licensed prod@ichges one of our patents (infringement baseckes).

We recognize the revenue from per-unit royaltiehaperiod when we receive royalty reports froreiisees. Some of these agreements
provide for the non-refundable prepayment of ragaltvhich are usually made in exchange for prepaymiiscounts. As the licensee reports
sales of covered products, the royalties due deelleded and either applied against any
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prepayment, or paid in cash. Additionally, royat@n sales of covered products under the licenseagent are payable or exhausted against
prepayments based on the royalty formula applictibthe particular license agreement. These foraminlelude flat dollar rates per-unit, a
percentage of sales, percentage of sales with-arpecap, and other similar measures. The formcdasalso vary by other factors including
territory, covered standards, quantity and daté&s so

Some of our patent licenses are papd+equiring no additional payments relating teigeated sales under agreed upon conditions. 1
conditions generally can include paid-up licensesafperiod of time, for a class of products, uraigtain patents, or for sales in certain
countries or a combination thereof. Licenses caoine paid-up based on the payment of fixed amaurafter the payment of royalties for a
term. We recognize revenues related to fixed ansoonta straight-line basis.

A number of our licenses contain “most favoredr®ee” (MFL) clauses which permit the licensee &xlo apply the terms of a
subsequently executed license agreement with anp#nty that are more favorable than those ofittenkee’s original agreement. The
application of the MFL clause may affect, and gahgiacts to reduce, the amount of royalty obligas of the licensee. The application of an
MFL clause can be complex, given the varying team®ng patent license agreements. Currently ouligeyse agreements which contain
MFL clauses are those with Nokia Corporation (NpKNEC Corporation of Japan (NEC) and Samsung Eleitts Co. Ltd. (Samsung).

For example, ITC is a party to a worldwide, gerilgmabntransferable, royalty-bearing, patent liceageeement with Nokia, which covers
the sale of 2G and 3G terminal units and infrastmec This agreement contains an MFL provision Wwhgoovides that Nokia’s royalty
obligations for sales of covered products from dayud, 2002 through December 31, 2006 can be deéftm®ugh direct negotiation, or by one
or more patent license agreements with designatgdrroompetitors. In 2003, ITC entered into (i)edent license agreement with
Telefonakiebolaget LM Ericsson and Ericsson Inolléctively, Ericsson) covering the sale of 2G GFMMA and 2.5G
GSM/GPRS/EDGE/TDMA infrastructure (Ericsson Agreagand (ii) a patent license agreement with Serigsson Mobile
Communications AB (Sony Ericsson) covering the s&l2G GSM/TDMA and 2.5G GSM/GPRS/EDGE/TDMA termiimaits (Sony Ericsson
Agreement). In a subsequent arbitration to resaldespute over the applicability of the Ericssorrégment and the Sony Ericsson Agreement
under Nokia’s MFL provision, in June 2005, an AralitTribunal issued a Final Award, holding thattfi Ericsson Agreement triggered
Nokia’'s obligation to pay royalties to us for sales ofered 2G and 2.5G infrastructure in the periodhfitanuary 1, 2002 through December
31, 2006; and (ii) the Sony Ericsson Agreemenggigd Nokia’'s obligation to pay royalties to usdates of covered 2G and 2.5G terminal
units from January 1, 2002 through December 3162B@sed on the terms of the Ericsson Agreementlan&ony Ericsson Agreement, the
Arbitral Tribunal established royalty rates thag applicable to Nokia's sales of covered 2G andérbinal units and infrastructure in that
period. (See, ftem 3 - Legal Proceedings, Nokia Arbitratityn Upon payment of all amounts owed pursuant to théral award, Nokia coul
as of January 1, 2007, be deemed to have the saidhep licenses that Ericsson and Sony Ericssdrhaile upon full performance under their
respective license agreements with us. One or amtdéional license agreements with a designatedmeajmpetitor will be necessary, in the
absence of agreement between us and Nokia, todeafipe the full scope of Nokia’s obligations (inding 3G) under this agreement. Except as
described above, Nokia's patent license agreeneeminates on December 31, 2006.

Expenditures relating to maintaining our currecgtises (other than enforcement and arbitratiorepiings) are not material, and are
predominantly administrative in nature. Cash fldvesn patent license agreements have been use@if@rg corporate purposes, including
substantial reinvestment in standards contributitethnology development and productization. Regsrgenerated from royalties are subject
to quarterly and annual fluctuations. (SeRjisk Factors, Our Future Financial Condition ar@perating Results Could Fluctuate
Significantly.”).

In 2005, 2004, and 2003, respectively, 68%, 77%,64% of our total revenue was derived from liceisdeased in Japan but generally
covering products sold both within and outsideagah. In 2005, revenues from our licensees NECS&yadp Corporation of Japan (Sharp)
were approximately 30% and 22% of our total revenuespectively.

In addition to patent licensing, we have been atiengaged in the licensing of know-how both tmpanies with whom we have had
strategic relationships (including alliance parf)end to other companies. (Se€8usiness Activities, Technology and Product
Developmen”) .

Patent Licensees Generating 2005 Revenues Excettlagf Total Revenues

The loss of revenues and cash payments from athedicensees discussed below (with the exceptictheoNEC 2G Agreement, for
which all present and anticipated cash has beeivext) would adversely affect either our cash flmwesults of operations and could affect
ability to achieve or sustain acceptable levelprofitability.

ITC is a party to a worldwide, non-exclusive, getligrnontransferable, royalty-bearing, narrowbari2MA and 3G patent license
agreement with NEC. Pursuant to its patent licemgeement with ITC, NEC is obligated to pay royston a convenience basis on all sales of
products covered under the license. We recognizntee associated with this agreement in the peri@lseceive the related royalty reports.
This patent license agreement expires upon thedastpire of the patents licensed under the ageeemNEC and ITC are also parties to a
separate non-exclusive, worldwide, convenienceagenerally nontransferable, royalty-bearing TDIg#tent license agreement (2G), which
expires upon the last to expire of the patentsiBed under the agreement. In 2002, the partiesdedehat agreement to provide for the
payment by NEC to ITC of $53.0 million, in excharfgewhich royalty obligations for PHS and PDC puats are considered paid-up. We
recognize revenue associated with this $53.0 miliayment on a straight-line basis from the Jand@02 agreement date through February
2006, which was the expected period of use by NE€.unlikely that NEC would have any further rdtygpayment obligations under that
agreement based on existing paid-up and other amgwisions. In 2005, we recorded revenues of348llion from NEC of which
approximately $12.9 million is attributable to &® patent license agreement and approximately $88lién is attributable to our narrowba
CDMA and 3G patent license agreement.

ITC is a party to a worldwide, non-exclusive, getligrnontransferable, royalty-bearing, conveniebesed patent license agreement with
Sharp (Sharp PHS/PDC Agreement) covering salesrofihal devices compliant with TDv-based PHS and PDC standards. In second qt



2003, ITC and Sharp extended the term of the SRBIR/PDC Agreement until April 2008. Under the esten, Sharp made a $17.5
million up-front payment consisting of a renewas f&f $2.0 million and a royalty prepayment of $1&#lion. The royalty prepayment was
exhausted in 2004, and Sharp then became obligaredke additional royalty payments on sales @ng=d products sold through early 2008
as covered products are sold. We recognize revasaciated with this agreement in the periods weive the related royalty reports. The
renewal fee is being amortized on a straight-liasi®over the five-year term of the extension.
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ITC and Sharp are also parties to a separate waldgwon-exclusive, convenience-based, generalyransferable, royalty-bearing
patent license agreement (Sharp NCDMA/GSM/3G Agesehrcovering sales of GSM, narrowband CDMA andp3@lucts that expires upon
the last to expire of the patents licensed undeatreement. Under an amendment to that agreemasuted in first quarter 2004 which affe
certain payment terms and other obligations ofptugies, Sharp made a royalty pre-payment of apmrately $17.8 million in second quarter
2004, which was exhausted in the forth quarter0fi42 Sharp has since become obligated to makei@ualiroyalty payments on sales of
licensed products. We recognize revenue associdtedhis agreement in the period that royalty mpare received. This license agreement
expires upon the last to expire of the patentsbed under this agreement. In 2005, we recordezhums of $36.3 million from Sharp of which
approximately $9.4 million is attributable to thea®p PHS/PDC Agreement and approximately $26.9anilk attributable to the Sharp
NCDMA/GSM/3G Agreement

2005 Patent License Activity

In fiscal 2005, we entered into non-exclusive, \@aitle, royalty-bearing, convenience-based, pateah$e agreements with each of
Quanta Computer Inc. and Arima Communications Catian covering the sale of terminal units andasfructure compliant with 2G, 2.5G,
and 3G standards.

In third quarter 2005, we entered into a worldwiden-exclusive, non-transferable, patent licenseegent with Kyocera Wireless
Corporation, and its parent corporation, Kyocergp@mtion (collectively, “Kyocera”). The five-ye&G patent license agreement covers the
sale of terminal units compliant with cdma2000 tealbgy and its extensions commencing July 1, 2Q0wer the terms of the patent license
agreement and subject to a Kyocera option to corivericense to a royalty-bearing basis, Kyoceralligated to pay a license fee of $50
million, which covers licensed product sales up &pecified threshold dollar amount. Kyocera matdmiial payment of $20 million, which
we received in third quarter 2005. Subject to Kyatseright to exercise its option, Kyocera is obligd to pay three additional $10 million
installments due no later than the third quart€2006, 2007, and 2008, respectively.

As part of the settlement of the patent infringetrigigation between us and Lucent Technologies, (bucent), we entered into a
worldwide, royalty-bearing, convenience-based pdieanse agreement with Lucent. (S8&m 3. — Legal Proceedings, Lucent’The paten
license covers the sale of infrastructure compheitti cdma2000 technology and its extensions. Tibénse is limited to only those patents
which were involved in the litigation. Under thertes of the agreement, Lucent is obligated to pay@pmately $14 million over a period of
approximately 5 years.

2006 Patent License Activity

In first quarter 2006, we entered into a worldwiden-exclusive, royalty-bearing, convenience-basseént license agreement with LG
Electronics Inc. (LG) covering the sale of (i) témad units compliant with 2G and 2.5G TDMA-based &G standards, and (ii) infrastructure
compliant with cdma2000 technology and its extemsiop to a limited threshold amount. Under the teofithe patent license agreement, LG
paid us $95 million in first quarter 2006, and digated to pay us two additional installments 85$nillion each, in the first quarters of 2007
and 2008, respectively. The agreement expireseatrtid of 2010 upon which LG will receive a paidliopnse to sell single-mode
GSM/GPRS/EDGE terminal units under the patentsigtefl under the license. We are recognizing revasseciated with this agreement on a
straight-line basis from the inception of the agneat until December 31, 2010.

Other Patent License Activity

Under a 2001 CDMA (including 3G) patent licenseeggnent between ITC and Panasonic Mobile CommuaitatCo., Ltd. (formerly
known as, Matsushita Communications Industrial l@d,) (Panasonic), we received $19.5 million agdwance payment on royalties. Unlike
many of our other patent license agreements whiglt@nvenience based, this patent license agregmaritles for royalty obligations to be
paid on an ongoing basis only if the manufactuae,dease or use of a licensed product infringesar more of our licensed patents. The
parties have disagreed as to whether such infriegéexists and, therefore, we have not yet recegémy of the $19.5 million advance
payment as revenue. In an attempt to resolve gputh, the parties have been in discussions regptidé royalty payment provisions and ot
provisions of that patent license agreement.



Legal Proceedings
Patent Oppositions

In high technology fields characterized by rapidmte and engineering distinctions, the validity aaldie of patents are sometimes
subject to complex legal and factual challengesathdr uncertainties. Accordingly, our patentssargject to uncertainties that are typical of
patent enforcement generally. The validity of saheur key patents has been and continues to dkenbed in patent opposition and
revocation proceedings in a number of jurisdictiofiile in a few cases, our patents have beenigatald or substantially narrowed, this has
not impaired our patent license program becausgemerally license a broad portfolio of patents weddldwide, not a single patent or
invention in a single jurisdiction. If a party sessfully asserts that some of our patents areaimt, \should be revoked or do not cover their
products, or if products are implemented in a masneh that patents we believe to be commerciaifyartant are not infringed, we do not
believe there would be a material adverse impacuwrongoing revenues from existing patent liceagg@ements although there could be an
adverse impact on our ability to generate new tgystteams. The cost of enforcing and protectingpatient portfolio is significant. (Sek,
Risk Factors, Our Revenue and Cash Flow Could Bedliepending Upon the Success of Our Licensingrno” ).

Patent Infringement and Declaratory Action Lawsuits

From time-to-time, if we believe that a third paigyrequired to license our patents in order to ufeacture and sell certain digital cellular
products and such third party has not done so, aginstitute legal action against the third paftgese legal actions typically take the form of
a patent infringement lawsuit. In a patent infrimggnt lawsuit, we would typically seek damages fstpnfringement, and an injunction aga
future infringement. The response from the thirdypaan come in the form of challenges to the vjjcenforceability, and/or applicability of
our patents to their products. In 2005, we entéerra settlement of such a patent infringemenslatwith Lucent involving cdma2000
products. (Seé;ltem3-Legal Proceedings, Lucen}’ In addition, a third party might file a Declavag Judgment action to seek a court’s
declaration that the patent holder’s patents aralich or not infringed by the third party’s prodsciThe response from the patent holder may
include claims of infringement. In January 2005kMdiled in Delaware an action against us whictluded such a request for declaratory
judgment, and which request was recently dismiggetthe court. (Se¢‘- Item3 —Legal Proceedings, Nokia Delaware Prodeegd ). With
either type of patent litigation, an adverse ruldogild result in difficulty securing new licenseslahe monetary cost can be significant. As
of a settlement of a lawsuit containing a claimiasgfaa third party for infringement, we could reeoconsideration for past infringement and
we generally grant a license as to future sales/foch we would be paid a license fee(s) and/oamgroyalties. Court awards and settlem
of patent infringement lawsuits can be substariial,are uncertain, unpredictable and often oframe@urring nature. If we recover amounts
owed for past sales from the settlement of litigiatjexcluding contractual arbitration rulings) arguant to a litigation judgment, we recognize
these amounts as other income.

Contractual Arbitration Proceedings

We and our licensees, in the normal course of legsirmay have disagreements as to the rights digatidns of the parties under the
applicable license agreement. For example, we duaNe a disagreement with a licensee as to the mtnebueported sales and royalties. Our
license agreements typically provide for privateitaation as the mechanism for resolving dispuéebitration proceedings can be resolved
through an award rendered by the arbitrators adttfement between the parties. Awards and settienoé arbitration proceedings can be
substantial, but are uncertain, unpredictable dreh@f a non-recurring nature. In circumstancesmgiwe receive consideration from the
resolution of a disagreement or arbitration witicansee over the terms of an existing agreememéther by arbitrators’ award or by
settlement, we recognize the related considerasorevenue.

We are currently involved in legal proceedings witbkia and Samsung relating to their license agesgswith us. (Seé;ltem 3 —Legal
Proceeding¢) for further discussion of proceedings relatingour patents.).

Technology and Product Development

We have designed, developed and placed into operatvariety of advanced digital wireless techni@sgsystems and products since
inception in the early 1970’s. Historically, ouresigth has been our ability to explore emergingrietogies and identify needs created by the
development of advanced wireless systems.

Today, we are focusing our engineering effortsqgpally on the development of WCDMA technologiesaddition, we are seeking to
license or acquire complementary software solutthas support our efforts to offer a complete soluto equipment manufacturers. While a
number of other companies are also involved in slestelopment, we are continuing our tradition ehteology leadership by focusing muct
our effort on advanced features of WCDMA, in pardéc HSDPA and HSUPA implementations. We are aisolved in the development of
advanced IEEE 802 wireless technologies, in pddiaonvergence technologies and mesh technologmesfficient way to dynamically route
data, voice, and instructions in a peer network.



We recorded expenses of $63.1 million, $51.2 nmilliand $45.9 million during 2005, 2004, and 20@3pectively, related to our resea
and development efforts. These efforts foster itieas which are the basis of many of our patenssaAesult of such patents and related pi
license agreements, in 2005, 2004 and 2003, wegnéoed $144.1 million, $103.4 million, and $113.8lion of patent licensing revenue,
respectively. In addition, in 2005, 2004, and 2088 recognized technology solutions revenues totp$19.0 million, $0.3 million, and $1.1
million, respectively.

FDD / WCDMA Technology Product Development

We have developed various technology blocks, upgzaaind platforms compliant with the 3GPP WCDMA/FBtBndards. The standard
used for initial system deployment was identifisdRelease 99 or Release 4. Subsequent releaseffjedeas Release 5, Release 6, etc., add
various advanced feature and functions. For exanRgéease 5 HSDPA is an upgrade to WCDMA includedraoptional feature in the 3GPP
FDD Release 5 standard that provides high speedcdgiabilities, theoretically up to 14 Mbps, frdm hetwork to mobile handsets. We have
developed technology blocks that can upgrade astiegiFDD modem to HSDPA capabilities. Our Releasievelopment effort includes a
complete 3G modem comprising a physical layer aotbpol stack with HSDPA and ndAaSDPA channels. This allows us to offer customs
complete Release 5 FDD modem solution, as welireler blocks that augment their existing technglothese blocks include advanced
receiver technology that can support the highastli&DPA mode, Category 10, and can be scaleduerloategories and data rates depending
on customer requirements. In first quarter 2006suexessfully demonstrated Category 10 performauittethroughput in excess of 10Mbps
3GSM World Congress in Barcelona, Spain. We hagigded, tested and implemented an ASIC that incatpe HSDPA technology. This co-
processor, or a customized version of it, is atéldo customers to provide an upgrade path far Belease 99 or Release 4 FDD modems.
The co-processor can be provided as a stand-al8h@ ér as IP blocks for integration on a singlewligh other modem functions.

Release 6 of the FDD standard introduces HSUPA. P¥Slicreases the uplink rate to a theoretical maxinof 5.8 Mbps. Release 6,
which includes both HSDPA and HSUPA, is poisedupp®rt high speed data in both the uplink and downteduce the latency in data
transmission, and increase overall network capalritgddition to HSUPA, Release 6 adds MBMS (Muéidia Broadcast Multicast Service)
functionality which is a means to provide subsdoiptand nonsubscription based broadcast services in 3G celgavorks. Our current effol
include upgrading our Release 5 technology to Rel&a phasing the additional features into prodtfetrings according to projected market
acceptance.

Recognizing the need to continue to improve datsraoverage and capacity, work is underway wiB@#®P on further evolution of the
standards. Release 7 is expected to address inat@merformance improvements. In addition, a lerigam initiative known as Evolved
UTRA/UTRAN (UMTS Terrestrial Radio Access/ UMTS Testrial Radio Access Network) is underway. Theeotiyes of this initiative are
more ambitious, targeting peak data rates of 100Mb the downlink and 50 Mbps in the uplink, imped spectrum efficiency, significantly
reduced data latency, and scaleable bandwidthsdolow as 1.25 MHz to as high as 15 MHz. We ar#gigating in Release 7 and evolved
UTRA/UTRAN standards activities and have launchedrnal projects to develop the technology necgdsarthe new performance
requirements.

TDD / WCDMA Technology Product Development

Our TDD technology development work developed aalitated a fully standards compliant WTDD technglsglution. We delivered
TDD technology building blocks to Nokia for use3d® wireless products for which they paid an aggeeganount of approximately $58.0
million, concluding the effort in 2003. A numbertbie TDD capabilities and inventions are applicabléhe TD-SCDMA technology
specification that is being developed for use mfeople’s Republic of China. We will continue tonitor market developments regarding
TDD.

Wireless LAN and Mobility

As part of our broader technology development &ais;, we are developing solutions addressing Wltadhnology and mobility
between WLAN and cellular networks. These projecigport activities within the IEEE 802 and 3GPRvwmek architecture working groups.
These technology areas include improvements t8@el1 PHY and MAC to increase peak data rates &02.11n), handover among radio
access technologies, mesh networks, wireless nketwanagement, and wireless network security.
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FDD / WCDMA Technology Product Customers and Partnes
Infineon Technologies AG

We jointly developed and continue to support an FDMICDMA protocol stack for use in terminal unitsder our 2001 cooperative
development, sales and alliance agreement withénfi Technologies AG (Infineon). This FDD / WCDM#opocol stack interfaces with
existing GSM/GPRS hardware and software to prodiged-mode (2G/3G) protocol stack functionality, gags Infineon’s 3G baseband
processor, and is portable to other baseband moxesTogether with Infineon, we completed the duibl-mode FDD protocol stack in 2003,
and conducted a successful public demonstratidheoprotocol stack operating in a fully functiod& handset in 2004. The FDD protocol
stack solution is being offered to 3G mobile phand semiconductor producers. We have supportedelori with interoperability testing and
continue to support product launch and certifigatioth field support, software support and labitestin fourth quarter 2005, we extended our
3G protocol stack relationship with Infineon tolunde the joint development and commercializationpgraded, standardempliant Release
protocol stacks with HSDPA functionality.

Also in fourth quarter 2005, we entered into a r@reement with Infineon permitting us to indepernlyesffer a complete dual-mode
GSM/GPRS/EDGE and FDD / WCDMA integrated protodatk to the market. Under the agreement, we haeadied Infineon’s legacy GCF-
certified GSM/GPRS/EDGE protocol stack, which we aow able to license to customers in combinatigh aur evolving 3G protocol stack
and baseband offering. This provides us with thktylko offer a comprehensive standards-compl@bD / WCDMA Release 5 dual-mode
protocol stack, as well as a complete 3G phys@application layer modem solution. In additio@GF certification, the GSM/GPRS/EGDE
protocol stack has 75 type approvals and has caetpieteroperability testing with more than 80 @ers in 40 countries worldwide.

We and Infineon also have cross-licensed to eduér @t limited set of patents for specified purpo¥és also have agreed to a framework
for determining royalties applicable to other 2@ &% products.

General Dynamics C4 Systems

In December 2004, we entered into an agreement®@etieral Dynamics C4 Systems (formerly known asie@d Dynamics Decision
Systems, Inc.) (General Dynamics) to serve as amutactor on the Mobile User Objective System (M&)@rogram for the U.S. military.
MUOS is an advanced tactical terrestrial and segelbmmunications system utilizing 3G commercilludar technology to provide
significantly improved high data rate and assum@dmunications for U.S. warfighters.

The Software License Agreement (SLA) requires udetover to General Dynamics standards-compliantDM& modem technology,
originating from the technology we developed unaaroriginal agreement with Infineon, for incorpioa into handheld terminals. The SLA
provided for the payment of $18.5 million in excharfor delivery of, and a limited license to, oormamercial technology solution for use
within the U.S. government’'s MUOS and Joint TadtRadio System programs. Maintenance and prodaititig are also covered by this
amount. A majority of our MUOS program deliverabéexl related payments occurred during 2005. Intaaddio the deliverables specifically
identified in the SLA, we have agreed to providpsurt services for a period of three years andtiwhdil future services as requested by
General Dynamics. The SLA may be terminated fomveoience if the U.S. Government terminates, foveoience, that portion of the MUOS
program that includes General Dynamics.

Philips Semiconductors B.V.

In August 2005, we entered into an agreement whihig® Semiconductors B.V. (Philips) to deliver dd&DPA technology solution to
Philips for integration into Philips’ family of Ngeria™ cellular system chipsets. Under the agreement, iWalso assist Philips with chip
design and development, software modification aistiesn integration and testing to implement our H&D€thnology solution into the Phili
chipset.

Future Technology Partnerships and Acquisitions

In addition to our internal research and developgrpeograms, we pursue a number of channels to figate and develop new
architectures and technologies for wireless syst&msexample, national and international univgredlationships have provided us additional
opportunities to explore new technologies and Beeintellectual property advancements that we spons

We maintain an active corporate development proghathseeks further investment opportunities itnbetogies that can enhance the
attractiveness and profitability of our technolapjutions. We have also engaged in selective aitiguis to enhance our intellectual property
portfolio and/or accelerate our time-to-market. Egample, in July 2003, when we acquired substintll the assets of Windshift Holdings,
Inc. (formerly known as Tantivy Communications, .[H®Vindshift”) we acquired patents, patent apgii@as, know-how, and other assets
related to cdma2000, smart antenna, wireless LAdNatiher wireless communications technologies.
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In addition, in first quarter 2005, we acquiredeseed patents, intellectual property blocks andteel assets which are designed to
improve the range, throughput and reliability ofeléss LAN and other wireless technology systems.

Repositioning Activities

In fiscal 2005, we closed our Melbourne, Floridaida center. Of the thirty-three full or part-tiramployees at this facility, five accepted
offers of continued employment elsewhere within otganization. In first quarter 2006, we terminabed lease obligations associated with
facility. We estimate that the repositioning wilsult in annual pre-tax cost savings of $6.0 millio

Competition

We compete in a wireless communications market lwisicharacterized by rapid technological changeguent product introductions,
evolving industry standards and, in many prodymtse erosion which may become even more sevefidune years as competitive pressures
increase when growth rates begin to slow in thileglindustry. Further, many current and poternt@hpetitors may have advantages over us,
including (a) existing royalty-free cross-licensesompeting and emerging technologies; (b) lorgearating histories and presence in key
markets; (c) greater name recognition; (d) acae$arger customer bases; and (e) greater finargatds and marketing, manufacturing,
distribution channels, technical and other res@irtaese competitors also may have establishedaprastablish financial or strategic
relationships among themselves or with our existingotential customers, resellers or other thattips. These relationships may affect third
parties’ decisions to purchase products or licéasknology from us. (Se&Risk Factors, We Face Substantial CompetitionfrGompanies
With Greater Resources)!

Both development cycles and acceptance of techiesdg the marketplace can take years. Our futuceess will depend on (i) our
ability to continue to develop, introduce and sellv products, technology and enhancements on #tame consistent basis (SéeRisk
Factors, Our Industry is Subject to Rapid TechnaaChange, Uncertainty, and Shifting Market Wind” ), and (ii) our ability to keep pau
with technological developments, satisfy varyingtomer requirements, price our products compeljtisad achieve market acceptance.
Moreover, during this time frame alternative, cotitpee solutions often surface. Such alternativiisons may be made available to potential
customers at a lower cost or a competitor may @ferore comprehensive solution. (SeRjsk Factors, Our Technologies May Not Be
Adopted by the Market or Widely Deploy’ ). Our products and services face competition fexiisting companies developing product and
technology offerings comparable to ours for thesatandardized air interface (e.g., a number ofpaoies offer FDD protocol stack
solutions). The number of competitors varies bydpid and technology market, but the competitivel$émape can generally be characterized as
consisting of a relatively small number of firmsautieliver technology and products to wireless semdactor and wireless device
manufacturers. We are well positioned in this mataleliver competitive products because of omalrsystems capability; the depth of our
experience in developing physical layer, protot¢atk and component design solutions; the deptluofechnology and intellectual property
portfolio; our financial strength and our ability deliver time-to-market and cost advantages tacagtomers. We also face competition from
the in-house development teams at the semicondantbwireless device manufacturing companies whenseek as customers. It is also
possible that new competitors may enter the mahkgtarticular, as a greater proportion of wirel@&sdevices incorporate traditional
computing applications and IEEE wireless techn@sde.g., 802.11, 802.15, 802.16), semiconductmpamies that have traditionally focused
on providing chipsets to these industries may etheBG market with baseband solutions as well.

We also face competition in the licensing of outep& portfolio. We believe that licenses under ebar of our patents are required to
manufacture and sell 2G and 3G products. Howewenemous companies also claim that they hold esdé?@ and 3G patents. To the extent
that multiple parties all seek royalties on the samroduct, the manufacturers may have difficultynieeting the financial requirements of each
patent holder. In response, certain manufacturgve Bought antitrust exemptions to act collectivetya voluntary basis, and impose agreed
aggregate 3G licensing fees or rates for esseydtahts among the collaborating parties. (SeeRisk Factors, Royalty Rates Could
Decrease.” ).
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Employees

As of December 31, 2005, we employed 315 full-tingividuals consisting of approximately 218 engireg and product development
personnel, 15 patent administration and licenserggnnel and 82 other personnel, as well as 8tipaetemployees. None of our employees
represented by a collective bargaining unit.

Executive Officers
The information regarding our executive officergnisluded pursuant to Part Ill, Item 10 of this Asah Report on Form 10-K as follows:

NAME AGE  POSITION
William J. Merritt 47  President and Chief Executive Officer and PresidéimterDigital Technology Corporatic
Richard J. Faga 49  Chief Financial Office!

Bruce G. Bernstei 40  General Patent Couns

Mark A. Lemmo 48  Senior Business Development and Product Manage@igioer

Brian G. Kiernar 59  Chief Strategic Standards Offic

William C. Miller 51  Senior Engineering and Programs Offi

Lawrence F. Sha 47  General Counsel and Government Affe

William J. Merritt was promoted to Chief Executi@dficer and President and appointed as a DiredttnreoCompany in May, 2005.
Mr. Merritt held the position of General Patent @sel of the Company from July 2001 to May 2005, hedhas also served as President of
since July 2001. Mr. Merritt held the position ofd€utive Vice President of the Company from Septmil999 to January 2004. The title
distinctions among Vice Presidents at the execuéivel were eliminated and the title nomenclaturalbsuch individuals was revised effective
January 1, 2004 without a change to responsitlittes a result, Executive Vice President was delétam Mr. Merritt's title. Prior to that,
Mr. Merritt held the positions of Senior Vice Pidsint, General Counsel and Secretary since Oct®@88 4nd Vice President Legal and
Assistant Secretary since January 1996.

Richard J. Fagan joined InterDigital as a Senia@eWresident and Chief Financial Officer in Novemt®98, and was promoted to
Executive Vice President in September 1999. Thedistinctions among Vice Presidents at the exeelével, were eliminated and the title
nomenclature of all such individuals was revisddaive January 1, 2004 without a change to respdities. As a result, Executive Vice
President was deleted from Mr. Fagan'’s title. Piagoining InterDigital, Mr. Fagan served as Coller and Treasurer of Quaker Chemical
Corporation, a Pennsylvania corporation, since 1994

Bruce G. Bernstein joined InterDigital as Generatiedt Counsel in June 2005. Before joining Intei2lgMr. Bernstein served as Vice
President, Head of Patents with BTG International,la subsidiary of BTG plc (LSE: BGC), a mulational, publicly held technology trans
and licensing company headquartered in the Uniieddom, from April 2002 to June 2005 and as Vicesitent, Legal and Patents from
January 1997 to April 2002. Prior to joining BTGr.NBernstein worked in private practice in WashimgtDC as a registered patent attorney.

Mark A. Lemmo was named Executive Vice PresiderddbBct Management and Business Development in 20A0. The title
distinctions among Vice Presidents at the execuéivel were eliminated and the title nomenclaturalbsuch individuals was revised effective
January 1, 2004 without a change to responsilslitis a result, Mr. Lemmo'’s title was changed toi&eBusiness Development and Product
Management Officer. Prior to that, Mr. Lemmo hdié position of Executive Vice President, Engineggand Product Operations since Oct
1996 and Vice President, Sales and Marketing sinoe 1994.

Brian G. Kiernan was promoted to Senior Vice PresidStandards in July 1997. The title distinctiansong Vice Presidents at the
executive level were eliminated and the title noateuire of all such individuals was revised effeetdanuary 1, 2004 without a change to
responsibilities. As a result, Mr. Kiernan'’s titkes changed to Chief Strategic Standards Offiagor B that, Mr. Kiernan held the position of
Vice President, Marketing Support since Januan8199
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William C. Miller joined InterDigital as Senior VicPresident, Programs and Engineering in July 2008 title distinctions among Vice
Presidents at the executive level were eliminatetithe titte nomenclature of all such individualaswevised effective January 1, 2004 without
a change to responsibilities. As a result, Mr. &fil title was changed to Senior Programs and Emging Officer. Before joining InterDigital,
Mr. Miller served as Vice President, Programs Wighephonics Corporation, an aircraft and mass iranenmunications systems corporation
located in Farmingdale, New York, since 1993.

Lawrence F. Shay joined InterDigital as Vice Prestdand General Counsel in November 2001 and sexw&brporate Secretary from
November 2001 to September 2004. The title disbnstamong Vice Presidents at the executive leeséveliminated and the tit
nomenclature of all such individuals was revisddaive January 1, 2004 without a change to redpoities. As a result, Vice President was
deleted from Mr. Shay’s title. Mr. Shay has serasdhe executive responsible for the Company’s Gwrnent Affairs since May 2005. Before
joining InterDigital, Mr. Shay served as Generau@sel and Corporate Secretary with U.S. Interactive, a muli-national publicly held
Internet professional services corporation, fromeJ1999 to June 2001 and held the title of ExeeWwtice President as of June 2001. Prior to
June 1999, Mr. Shay was a partner in the corpanatep of Dilworth Paxson LLP, a major Philadelplae firm, where he practiced law from
1985 until 1999.

InterDigital’s executive officers are elected te thifices set forth above to hold office until theiiccessors are duly elected and have
qualified. All of such persons are parties to agreets that provide for severance pay and contionatf designated benefits. The executives’
agreements generally provide for the payment oéisece up to a maximum of one year’s salary ani @pmaximum of one year's
continuation of medical and dental benefits. Inidid, with respect to all of these agreementshaevent of a termination or resignation
within one year following a change of control, wiis generally defined as the acquisition (inclgdirty mergers or consolidations, or by the
issuance by InterDigital of its securities) by awmenore persons in one transaction or a serieslafied transactions, of more than fifty percent
(50%) of the voting power represented by the ontliteg stock of InterDigital, the executive wouldhgeally receive two years of salary and
immediate vesting of all restricted stock and stopkions, as applicable.

Item 1A. RISK FACTORS .

We face a variety of risks that may affect our bass, financial condition, operating results or emmbination thereof. Although many
the risks discussed below are driven by factorswleacannot control or predict, you should cargfabnsider the identified risks before mak
an investment decision with respect to our comnoaoks In addition to the risks and uncertaintiesntified elsewhere in this Form 10-K as
well as other information contained herein, eactheffollowing risk factors should be considere@¥waluating our business and prospects. If
any of the following risks or uncertainties occurdevelop, our business, results of operationsfiamaghicial condition could change. In such an
event, the market price of our common stock coeldide and you could lose all or part of your inwesnt. The following discussion addres
those risks that management believes are the rngosticant and which may affect our business, ficiahcondition or operating results,
although there are other risks that could arisep@y become more significant than anticipated. fbHhewing risk factors are not listed in any
order of importance or priority:

The Price of Our Common Stock Could Continue to bé&/olatile .

Historically, we have had large fluctuations in fiveee of our common stock and such fluctuationda@@ontinue. From January 1, 2003
to December 31, 2005, our common stock has traslémlraas $11.65 per share and as high as $27.9%hpes. Factors that may contribute to
fluctuations in our stock price include general kearconditions for the wireless communications stdyy changes in market share of
significant licensees, announcements concerniiggtion, arbitration and other legal proceedingwfrich we are involved, announcements
concerning licensing matters, and our operatinglt®s

Our Revenue and Cash Flow Could Decline Dependingddn the Success of Our Licensing Program.

Our ability to collect revenue and generate casiv from licensing is subject to a number of risks:

Results of Nokia Disputes

We are engaged in a number of disputes with Ndkiaile these disputes cover a number of mattekgeifire unsuccessful in some or all
of these matters, the following results could océijiinability to collect or delay in collectingyalties on sales of
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Nokia's 2G and/or 3G products; (ii) difficulties entegimto new patent license agreements due to adveliags regarding our patents;
(ii) adverse impact on our ability to collect rdtyas from the sale of Samsung’s 2G and 3G prodactd (iv) significant adverse judgment or
fee requirements imposed on us in those certaitensavhere such recovery is possible.

Results of Samsung Arbitration

We believe that our license agreements with Eritgsw Sony Ericsson establish the financial teretessary to define the royalty
obligations of Samsung on 2G GSM/TDMA and 2.5G GGRIRS/TDMA products under its existing patent lidcegsigreement with ITC. If
we are unsuccessful in this matter, the followiagults could occur: (i) inability to collect or dglin collecting royalties on sales of Samsung’s
2G and/or 3G products; and (ii) difficulties enterinto new patent license agreements due to aglveliags regarding our patents.

Challenges to Existing License Agreements

Revenue and cash flow from existing and potenitahlsees may also be affected by challenges tmtarpretation of provisions of
license agreements. Such challenges could resrdjgntion or modification of license agreementd #re termination, reduction, and
suspension of payments.

Ability to Enter into New License Agreements

We face challenges in entering into new patenhBeeagreements. During discussions with unlicensetpanies, significant negotiation
issues arise from time to time. For example, mastufars and sellers of 2G products can be relutte@tter into a license agreement because
such companies might be required to make a sigmifiump sum payment for unlicensed past sale®, Alsrtain of the inventions we believe
will be employed in 3G products are the subjeatwf patent applications where no patent has beeedsyet by the relevant patent reviewing
authorities. Certain prospective licensees are lling/ito license patent rights prior to a paterissuance. Additionally, in the ordinary cours
negotiations, in response to our demand that th&sr énto a license agreement, manufacturers difgent defenses and arguments including
defenses and arguments (i) challenging the esteatiare of our patents, (ii) claiming that theiogucts do not infringe our patents and/or that
our patents are invalid, and (iii) relating to thgpact on them of litigation or arbitration in whigve are involved. We can not be assured th
prospective licensees will be persuaded during tiegtins to enter into a patent license agreeméhtws, either at all or on terms acceptab
us.

Defending and Enforcing Patent Rights

Major telecommunications equipment manufacturexetiallenged, and we expect will continue to arae the validity of our patents.
In some instances, certain of our patent claime lien declared invalid or substantially narrowd.cannot assure that the validity of these
patents will be maintained or that any of the katepts will be determined to be applicable to a@yo?2 3G product. Any significant adverse
finding as to the validity or scope of our key pagecould result in the loss of patent licensingereie from existing licensees and could
substantially impair our ability to secure new patégensing arrangements.

In addition, the cost of defending our intellectpedperty has been and may continue to be signifi¢atigation may be required to
enforce our intellectual property rights, proteat trade secrets, enforce confidentiality agreesjantdetermine the validity and scope of
proprietary rights of others. In addition, thirdrg@s could commence litigation against us seekinigvalidate our patents and/or have
determined that our patents are unenforceable.rasudt of any such litigation, we could lose oungrietary rights and/or incur substantial
unexpected operating costs. Any action we takedtept our intellectual property rights could bestty and could require significant amounts
of time by key members of executive managementodimer personnel, that in turn, could negativelgetffour results of operations. Moreover,
third parties could circumvent our patents not aered essential to the standards through designggs. Any of these events could adversely
affect our prospects for realizing future revenue.
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Our Future Financial Condition and Operating Results Could Fluctuate Significantly.

Our financial condition and operating results hflnetuated significantly in the past and might tluate significantly in the future. Many
of the factors causing such quarterly and/or anfiueiuations are not within our control. Our fircgal condition and operating results could
continue to fluctuate because (i) our licensingereies are currently dependent on sales by ourskesrwhich are outside of our control and
which could be negatively impacted by a varietyaaftors including global economic conditions, buypatterns of end users, competition for
our licensees’ products, and any decline in the pates our licensees receive for their covereduyts; (ii) the strength of our patent portfolio
could be weakened through patents being declakedidi our claims being narrowed, changes to thaddrds and patent laws and regulations,
and adverse court or arbitration decisions; (fii¥ idifficult to predict the timing and amountlafensing revenue associated with past
infringement and new licenses, and the timing, matw amount of revenues associated with stragggimerships; (iv) we may not be able to
enter into additional or expanded strategic pastnies or license agreements, either at all or ose@eble terms; and (v) our markets are su
to increased competition from other products astirtelogies. In addition, our operating results @isold be affected by (i) general economic
and other conditions that cause a downturn in thekat for the customers of our products or techgieky and (ii) increased expenses which
could result from factors such as increased liigaand arbitration costs, actions designed to kese with technology and product market
targets, and strategic investments. Further, ddieetdact that our expenses are relatively fixexdiations in revenue from a small number of
customers could cause our operating results tofvany quarter to quarter. The foregoing factorsdifficult to forecast and could adversely
affect both our quarterly and annual operatingltesund financial condition.

Additionally, over time, our 2G licensing revenseeixpected to be impacted negatively by the dediitee 2G market coupled with the
expiration of ongoing royalty obligations and reuemecognition starting in 2006. As examples, therization of $53 million of royalty
payments associated with our 2G patent licenseeagget with NEC was completed in February 2006 diditeoon Ericsson’s and Sony
Ericsson’s obligations to pay royalties under thegpective 2G/2.5G patent license agreementsendlion December 31, 2006.

Further, through December 31, 2005, we recognid&d2smillion of the $18.5 million relating to oueliverables under the Mobile User
Objective System (MOUS) program for the U.S. militander our agreement with General Dynamics. Wreekto only recognize an
additional $0.3 million in 2006 related to finallderables, and will amortize the $2 million reldt® maintenance services from 2006 until
2008.

Our revenue and cash flow also could be affectedipthe unwillingness of any licensee to satiafiyof their royalty obligations on the
terms we expect or a decline in the financial cbodiof any licensee; and (i) the failure of 2@&@. and 3G sales to meet market forecasts due
to global economic conditions, political instalyilicompetitive technologies, or otherwise.

Our Revenues Are Derived Primarily from a Small Nunber of Patent Licensees.

Over the past several years, a majority of ourltgyavenues have been generated by a small nuafiieensees. For example, revenues
from patent license agreements with NEC and Shegpumted for approximately 52% and 67% of our reesnn 2005 and 2004, respectively.
In the event either of these licensees fail to ntest payment and/or reporting obligations undeirtrespective license agreements (with the
exception of the NEC 2G Agreement for which allrently anticipated cash has been received), ourduevenue and cash flow could be
materially adversely impacted. Additionally, marfyoar licensees (accounting for approximately 6886w 2005 revenues) are based in
Japan, and future level of revenue and/or cash filom these companies could be affected by geee@iomic conditions in Japan and each
company'’s respective success in selling coveredymts in markets both inside and outside of Japan.

Royalty Rates Could Decrease.

A number of companies have made claims as to genéal nature of their patents with respect tapots for the 3G market.
Additionally, certain licensees and others in theelgss industry, individually and collectively ealemanding that royalty rates for 3G patents
be lower than historic royalty rates, and in somses, that the aggregate royalty rates for 3G ptedue capped. For example, certain mem
of the European Telecommunications Standards Inst{ETSI) are seeking to require all memberslibéd essential patents to agree upon a
predetermined cumulative cap for royalties on th&t of all components of the next version of thé?B&ased radio standard commonly
referred to as “Long-Term Evolution” or “LTE.” Thesnembers are also trying to eliminate the possiluf any new royalty claims pertaining
to LTE equipment being lodged in the future. Bdta increasing number of patent holders of 3G teldgycand the efforts by certain industry
members and groups to reduce and/or place capsyalty rates could cause a decrease in the royatys we receive for use of our patented
inventions, thereby causing future revenue and fltaghto be lower than we anticipate.

Changes to Our Current Calculation of Tax Liabilities

The calculation of tax liabilities involves sigrtéint judgment in estimating the impact of uncettaiin the application of complex tax
laws. We are subject to compliance reviews by titerhal Revenue Service (“IRS”) and other taxingsplictions on various tax matters,
including challenges to various positions we adgeour filings. Certain tax contingencies are igguaed when they are determined to be both
probable and reasonably estimable. We believe we adequately accrued for tax contingencies that haet both criteria. As of December
31, 2005 and 2004, there are certain tax contirigerbat either are not considered probable onareeasonably estimable by us at this time.
In the event that the IRS or another taxing juddn levies an assessment in the future, it isiptes the assessment could have a material
adverse effect on our consolidated financial coowlior results of operations.

The Impact of Potential Domestic Patent Reform Legislation, USPTO Reforms as well as Imposed International PateriRules
May Impact Our Patent Prosecution and Licensing Stategies.

Changes to domestic patent laws and regulationsaoeyr in the future. Specifically, the USPTO hagposed modifications to the
current U.S. patent rules such that it could chaimgaddition to other topics, the patent applimattontinuation practice, which may impact
patent costs and the potential scope of futurenpatarerage. The U.S. Congress is also reviewitegspatent laws which may require us t-




evaluate and modify our patent prosecution strateigi the future. Changes to foreign patent pradtave also been imposed by the
European Patent Office which also may limit ouligbto file divisional applications. We continue monitor and evaluate our prosecution and
licensing strategies with regard to these propamadschanges.
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Due to the Nature of Our Business, We Could Be Inveed in a Number of Litigation and Arbitration Matt ers.

While some companies seek licenses before they emoenmanufacturing and/or selling devices thatusgatented inventions, most
not. Consequently, we approach companies and seedtablish license agreements for using our invest We expend significant effort
identifying potential users of our inventions arefjatiating license agreements with companies tlagt e reluctant to do so. However, if we
believe that a third party is required to license patents in order to manufacture, sell, or uselpets, we might commence legal action age
the third party if they will not enter into a lices As a result of enforcing our IPR, we could bigjexct to significant legal fees and costs,
including the costs and fees of opposing counsegitain jurisdictions if we are unsuccessful. 002, we spent nearly $28 million on patent
arbitration and litigation fees and costs. In additlitigation and arbitration proceedings reqisignificant key employee involvement for
significant periods of time which could distracteiemployees from other business activities.

Our Technologies May Not Be Adopted By the Market pWidely Deployed.

We invest significant engineering resources indéeelopment of advanced wireless technology arsde@lproducts. These investments
may not be recoverable or not result in meaningfuénue if products based on the technologies inhwilie invest are not widely deployed.
Competing digital wireless technologies could regtie opportunities for deployment of technologiesdevelop. If the technologies in which
we invest are not adopted in the mainstream madkatstime periods we expect or we are unableetuse partner support for our
technologies, our business, financial condition apérating results could be adversely affected eéample, our ability to capitalize on our
investments in WCDMA solutions depends upon mairkkerest in such technologies. There are emerginglegs technologies, such as
WIMAX, that may compete with WCDMA. If deployment$ such other competing technologies obtained Baarit market share, the market
size for WCDMA products could be reduced. All oésle competing technologies also could impair nugtidor and operator support for
WCDMA, key factors in defining opportunities in théreless market. Similarly, changes or delayhmimplementation of new wireless
standards could limit our opportunities in the wess market.

Our Industry is Subject to Rapid Technological Chame, Uncertainty, and Shifting Market Windows.

Our market success depends, in part, on our ahilikeep pace with changes in industry standaegdnblogical developments, and
varying customer requirements. Changes in industngdards and needs could adversely affect thdagaent of, and demand for, our
technology, rendering our products and technolagyeatly under development obsolete and unmarketdfolve fail to anticipate or respond
adequately to these shifts we could miss a crititalket window, reducing or eliminating our abilitycapitalize on our technology, products,
or both.

The Markets for Our Technologies and Our Products My Fail to Materialize in the Manner We Expect.

We are positioning our current development projémtshe evolving advanced digital wireless mark€&srtain of the these markets, in
particular the 3G market, may continue to develop slower rate or pace than we expect and may aesmaller size than we expect.
Additionally, the development projects that targely the emerging 3G market do not have directibgasn the 2.5G or any other market
which has developed or might develop after the 21Bkeet, but prior to the development of the 3G marker example, the potential exists for
3G market reduction due to the success of currefuttore 2.5G solutions and WLAN. In addition, teerould be fewer applications for our
technology and products than we expect. The dewadop of the 3G and other advanced wireless magtstscould be impacted by general
economic conditions, customer buying patterns, ltmaes of equipment development, pricing of 3Gasfructure and mobile devices, rate of
growth in telecommunications services that wouldiblvered on 3G devices, and the availability apital for, and the high cost of, radio
frequency licenses and infrastructure improvemdragure of the markets for our technologies andlarproducts to materialize to the extent
or at the rate we expect could reduce our oppditgior sales and licensing and could materiallyessely affect our longer-term business,
financial condition and operating results.

Our Technology and Product Development Activities My Experience Delays.

We may experience technical, financial, resourcetloer difficulties or delays related to the furtidevelopment of our technologies and
products. Delays may have adverse financial eff@atsmay allow competitors with comparable techggland/or product offerings to gain a
commercial advantage over us. There can be noaszithat we have adequate staffing or that owgldpment efforts will ultimately be
successful. Further, if such development efforésrant successful or delays are serious, strateitionships could suffer and strategic partners
could be hampered in their marketing efforts ofgorcts containing our technologies. As a result mda experience reduced revenues or we
could miss critical market windows. Moreover, oectinologies have not been fully tested in commkeus. It is possible that they may not
perform as expected. In such case, our business)dial condition and operating results could beeegkly affected and our ability to secure
new customers and other business opportunitiesl dmitiminished.

We Face Substantial Competition From Companies witlGreater Resources.

Competition in the wireless telecommunications stduis intense. We face competition from compadiegeloping other technologies
including existing companies with in-house develepirteams and new competitors to the market. (S8ar Technologies May Not Be
Adopted By the Market or Widely Deploy’ ) Many current and potential competitors may haeaatages over us, including: (a) existing
royalty-free cross-licenses to competing and emerggchnologies; (b) longer operating histories pra$ence in key markets; (c) greater name
recognition; (d) access to larger customer basebs(a) greater financial, sales and marketing, rfaanturing, distribution channels, technical
and other resources. In particular, our more lichiessources and capabilities may adversely impactempetitive position if the market were
to move towards the provision of an existing cortgtechnology platform solution which larger equgrhmanufacturers have the ability to
provide.
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We Rely on Relationships with Third Parties to Devi®p and Deploy Products.

The successful execution of our strategic plaraitigly dependent on the establishment and suafasdationships with equipment
producers and other industry participants. Witpeesto FDD products for example, our plan contextgd that these third parties will permit
us to have access to product capability, market$ aalditional libraries of technology. We currertigve one semiconductor partner, Infineon,
in our FDD technology development effort. Delaygalure to enter into additional partnering redaiships to facilitate other technology
development efforts could impair our ability torimduce into the market, portions of our technolagy resulting products, or cause us to miss
critical market windows.

We Face Claims by Third Parties That We Infringe Tteir Intellectual Property.

A number of third parties publicly have claimedtttteey own patents essential to various wirelessdztrds. Certain of our products are
designed to comply with such standards. If anyuwfgroducts are found to infringe the intellectpedperty rights of a third party, we could be
required to redesign such products, take a licéose such third party, and/or pay damages to tird fharty. If we are not able to negotiate a
license and/or if we cannot economically redesigrhsproducts, we could be prohibited from marketngh products. In such case, our
prospects for realizing future revenue could beeasiply affected. If we are required to obtain lseshand/or pay royalties to one or more ps
holders, this could have an adverse effect on dineneercial implementation of our wireless produbitsaddition, the associated costs to defend
such claims could be significant and could diviee &ttention of key executive management and qibesonnel.

Our License Agreements Contain Provisions which Cdd Impair Our Ability to Realize Licensing Revenues

Certain of our licenses contain provisions thatld@ause the licensee’s obligation to pay royaliiee reduced or suspended for an
indefinite period, with or without the accrual bktroyalty obligation. For example, some of thesng license agreements may be renegot
or restructured based on MFL or other provisionga@oed in the applicable license agreement. Thertien or validity of such provisions
under the existing agreements could affect our ashand/or the timing and amount of future retugrlicensing revenue.

We Face Risks From Doing Business in Global Markets

A significant portion of our business opportunitéegsts in a number of international markets. Adaugly, we could be subject to the
effects of a variety of uncontrollable and chandiagfors, including: difficulty in protecting ountellectual property and enforcing contractual
commitments in foreign jurisdictions; governmergukations, tariffs and other applicable trade lgas;i currency control regulations; political
instability; natural disasters, acts of terrorismd avar; potentially adverse tax consequences; andrgl delays in remittance and difficulties of
collecting non-U.S. payments. In addition, we as® subject to risks specific to the individual coies in which our customers, our licensees
and we do business.

Consolidations in the Wireless Communications Indusy Could Adversely Affect Our Business.

The wireless communications industry has experiggoasolidation of participants and this trend roagtinue. Any concentration witt
the wireless industry might reduce the numberc&rsing opportunities and, in some instances, trastlie loss or elimination of existing
royalty obligations. Further, if wireless carri@@nsolidate with companies that utilize technolegiempetitive with our technologies, we ca
lose market opportunities.

We Depend on Key Senior Management, Engineering aridcensing Resources.

Competition exists for qualified individuals witlygertise in licensing and with significant engiriegrexperience in emerging
technologies such as WCDMA. Our ability to attrantl retain qualified personnel could be affecteciny adverse decisions in any litigation
or arbitration and by our ability to offer compgti cash and equity compensation and work enviranmenditions. The failure to attract and
retain such persons with relevant and approprigtergence could interfere with our ability to enteto new license agreements and undertake
additional technology and product development &fas well as our ability to meet our strategifeoctives.

Market Projections are Forward-Looking in Nature.

Our strategy is based on our own projections andnatyst, industry observer and expert projectiarsch are forward-looking in nature
and are inherently subject to risks and uncertsn{The validity of their and our assumptions,tiiming and scope of the 3G market, economic
conditions, customer buying patterns, timelinessqfipment development, pricing of 3G productsyghoin wireless telecommunications
services that would be delivered on 3G devices,amadlability of capital for infrastructure improneents could affect these predictions. The
inaccuracy of any of these projections could adlgraffect our operating results and financial dbad.
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Unauthorized Use or Disclosure of Our Confidentialnformation Could Adversely Affect Our Business.

We enter into contractual relationships governhmggrotection of our confidential and proprietarformation with our employees,
consultants, and prospective and existing custoaratsstrategic partners. If we are unable to tindelyect the unauthorized use or disclosut
our proprietary or other confidential informationwe are unable to enforce our rights under suceeagents, the misappropriation of such
information could harm our business.

If Wireless Handsets Pose Health and Safety Risk®emand for Products of Our Licensees and CustomeiSould Decrease.

Media reports and certain studies have suggestedatio frequency emissions from wireless handsetg be linked to health concerns,
such as brain tumors, other malignancies and gedathage to blood, and may interfere with electromédical devices, such as pacemakers,
telemetry and delicate medical equipment. If cons@ver radio frequency emissions grow, this caligdourage the use of wireless handsets
and could cause a decrease in demand for the pgeodicur licensees and customers. In additionceors over safety risks posed by the us
wireless handsets while driving and the effectrof sesulting legislation could reduce demand ferphoducts of our licensees and customers.

Iltem 1B. UNRESOLVED STAFF COMMENTS.
None.

Item 2. PROPERTIES.

We own one facility, subject to a mortgage, forr@ppmately 52,000 square feet, in King of PrusBiannsylvania. We are also a party to
a lease expiring in 2007, for approximately 56,%g6are feet of space in Melville, New York. We imddo either extend this lease or obtain
other comparable premises in the area if the ctilease is not extended. In addition, we are algarty to a lease for approximately 11,918
square feet of space in Montreal, Canada expitmg 2011. These facilities are the principal laaifor our technology development
activities. We were a party to a lease which waeqaire in July 2006 for approximately 20,660 sguiet of space in Melbourne, Florida. In
January 2006, we entered into a Lease Terminatgneément whereby the lease for the Melbourne, ddiacility was terminated in February
2006 and releasing us from any further obligatitheseunder.

Iltem 3. LEGAL PROCEEDINGS .
Nokia
Nokia Arbitration

In July 2003, Nokia filed a Request for Arbitratiagainst InterDigital Communications CorporatioD@IC) and ITC, regarding Nokia’s
royalty payment obligations for its worldwide sa§2G GSM/TDMA and 2.5G GSM/GPRS/EDGE productsemttie existing patent license
agreement (Nokia License Agreement) with ITC (Nokihitration). The arbitration proceeding relatedTC'’s claim that the patent license
agreement ITC signed with Telefonakiebolaget LMcEsbNn and Ericsson Inc. (collectively, Ericssomddson Agreement) and the patent
license agreement ITC signed with Sony Ericssoniddbommunications AB (Sony Ericsson) (Sony Ericsg@reement) in March 2003
triggered Nokias obligation to pay royalties on its worldwide saté covered 2G GSM/TDMA and 2.5G GSM/GPRS/EDGInteal units an
infrastructure commencing January 1, 2002.

An evidentiary hearing was conducted in Januanbaf0an arbitral tribunal (Arbitral Tribunal) opéireg under the auspices of the
International Court of Arbitration of the Internatial Chamber of Commerce (ICC). In June 2005, ttstéal Tribunal rendered a Final Awal
holding that (i) the Ericsson Agreement triggereakid’s obligation to pay royalties to us for satésovered 2G and 2.5G infrastructure in the
period from January 1, 2002 through December 3@628nd (ii) the Sony Ericsson Agreement triggeMedia’s obligation to pay royalties to
us for sales of covered 2G and 2.5 terminal uniggeriod from January 1, 2002 through Decembe8@6. Based on the terms of the Ericsson
Agreement and the Sony Ericsson Agreement, theti@afdiribunal established royalty rates that angliapble to Nokia’s sales of covered 2G
and 2.5 terminal units and infrastructure in thexiqd.

In July 2005, IDCC and ITC filed in the United &siDistrict Court for the Southern District of N&erk a petition to confirm the Final
Award. In December 2005, the presiding Districtgiigssued an order confirming the Final Award sneittirety. In January 2006, Nokia file
Notice of Appeal of that order to the United StaBesurt of Appeals for the Second Circuit (Seconat@t). On March 13, 2006, the Secc
Circuit ordered that the oral arguement of the appél be heard no earlier than the week of July 2006. We intend to vigorously oppose
Nokia's efforts to appeal.
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Also in December 2005, IDCC and ITC took actiontitize the dispute resolution process in accordamith the terms of their patent
license agreement with Nokia and a related magteremment between the parties. This dispute resolyiocess involves a timetable for
discussions, senior representative meetings anéudume initiation of arbitration, if necessary,daseeks to address issues raised by Nokia’s
failure to abide by the Final Award. IDCC and IT pursuing the dispute resolution process in ormeccelerate the resolution of several
issues including, without limitation, total amoutdsbe paid pursuant to the Final Award, includimgrest, and Nokia's failure to submit
royalty reports and refusal to permit an audit okM’s books and records to determine amounts|f@C and ITC seek to resolve any and all
unresolved issues that may impact a determinafitimecamount to be paid under the Final Award.

Nokia Texas and North Carolina Proceedings

In July 2003, Nokia filed in the United States BidtCourt for the Northern District of Texas (Dist Court) a motion to intervene and to
gain access to documents previously sealed by isteidd Court in the now-settled litigation betwelCC and ITC and Ericsson, Inc.
(Ericsson Litigation). We filed a response oppogimgrequest to intervene and opposing the redoeatcess to the documents. The District
Court granted Nokia’s motion to intervene in th&cgson Litigation and provided Nokia with documantess on a limited basis. Nokia
subsequently filed a motion to reinstate certadeos that were vacated in the Ericsson Litigatwmch motion was granted by the trial court.
We appealed that ruling to the U.S. Court of Appdat the Federal Circuit (Circuit Court). On Aug@805, the Circuit Court ruled in favor of
IDCC and ITC and reversed the District Court’s oydi@ding that the District Court had committedarin permitting Nokia to intervene. The
Circuit Court reversed the District Court’s decigavhich had both granted intervention and reiest#tte prior vacated orders, which orders
had been vacated as part of the settlement ofribedén Litigation.

In late 2004, Nokia sought to enforce two subpoésgsed by the Arbitral Tribunal in the above désent arbitration proceeding to
Ericsson and Sony Ericsson seeking certain docien&hbse enforcement actions were commenced iReteral District Court for the
Northern District of Texas and the Federal Dist@oturt for the Eastern District of North Carolitia.February 2005, Nokia withdrew bc
enforcement actions.

Nokia UK Proceedings

In June 2004, Nokia commenced a patent revocatiocepding in the English High Court of Justice, @y Division, Patents Court,
seeking to have three of ITC’s UK patents declangdlid (UK Revocation Proceeding). Nokia also sealDeclaration that manufacture and
sale of GSM mobiles and infrastructure equipmemmltant with the ETSI GSM Standard (Release 4) aitHicense from ITC does not
require infringement of the 3 UK patents, so thatenof the patents are essential IPR for that stahd he hearing on this matter commenced
early November 2005 and after several recessedurtattat the end of January 2006, with a decisidmetissued thereafter by the High Court.

In July 2005, Nokia filed a claim in the EnglishgHiCourt of Justice, Chancery Division, Patentsr€against ITC. Nokia's claim seeks
a Declaration that thirty-one of ITC’s UMTS Europdaatents registered in the UK are not essentilftl the 3GPP standard. We intend to
vigorously defend our position and are contestigi®'s claim of jurisdiction in the High Court.

Nokia Delaware Proceeding

In January 2005, Nokia and Nokia, Inc. filed a ctaim in the United States District Court for thésBict of Delaware against IDCC and
ITC for declaratory judgments of patent invalidigd non-infringement of certain claims of certaitgmts, and violations of the Lanham Act.
In December 2005, as a result of our motion to disrall of Nokia’s claims, the Delaware District@bentered an order to grant our motion to
dismiss all of Nokia’s declaratory judgment claichee to lack of jurisdiction. The Delaware Distr@burt did not dismiss Nokia's claims
relating to violations of the Lanham Act. Under ttenham Act claim, Nokia alleges that we have Uatsk or misleading descriptions or
representations regarding our patents’ scope,itgl@hd applicability to products built to comphith 3G wireless phone standards, and that
such statements have caused Nokia harm.

Samsung

In 2002, during an arbitration proceeding, Samdkilegtronics Co. Ltd. (Samsung) elected, under ah Bl&use its 1996 patent license
agreement with ITC (Samsung Agreement), to haves8agis royalty obligations commencing January D2for 2G GSM/TDMA and 2.5G
GSM/GPRS/EDGE wireless communications productsaterthined in accordance with the terms of the Nbkianse agreement, including
most favored licensee (MFL) provision. By noticeMarch 2003, ITC notified Samsung that such Samsilntigations had been defined by the
relevant licensing terms of the Ericsson Agreenfamtinfrastructure products) and the Sony Ericségneement (for terminal unit products)

a result of the MFL provision in the Nokia Licensgreement.
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In November 2003, Samsung filed a Request for Aatin with the International Chamber of Commergaiast IDCC and ITC
regarding Samsung’s royalty payment obligationd @ for its worldwide sales of 2G GSM/TDMA and 2.585M/GPRS/EDGE products
(Samsung Arbitration). This arbitration proceediatates to ITCS claim that the Ericsson Agreement and the Soigs&orn Agreement defin
the financial terms under which Samsung is requiogehy royalties on its worldwide sales of 2G GEMMA and 2.5G GSM/GPRS/EDGE
products commencing January 1, 2002 through DeceB1he€006. We also seek a declaration that thigegarights and obligations are
governed by the Samsung Agreement, and that th@aNdtense Agreement dictates only Samsung'’s rgyaitigations and most favored
licensee rights for those TDMA products licensedemthe Samsung Agreement. Samsung is seekingardeation that Samsung’s
obligations are not defined by the Ericsson Agrediitbe Sony Ericsson Agreement, or the Final Awarthe Nokia arbitration. In the
alternative, Samsung seeks to determine the anoduiné appropriate royalty to be paid, which issahtially less than the amount that we
believe is owed. Samsung is also seeking a detatimimthat it has succeeded to all of No&i&€DMA license rights, including its 3G license
the arbitration panel were to agree with Samsupg&tion on Nokia's CDMA rights, Samsung would hsed to sell 3G products on the
same terms as Nokia.

In January 2006, an evidentiary hearing was comdli¢tbsent a resolution by the parties to thisutispthe presiding ICC Arbitral
Tribunal will render a decision.

Lucent

In March 2004, Tantivy Communications, Inc., oneaf wholly-owned subsidiaries, filed a lawsuit in the Unitedt&s District Court fc
the Eastern District of Texas against Lucent Teldgies, Inc. (Lucent), a leading manufacturer aha2000 infrastructure equipment. The
case was originally based on our assertions ahgément by Lucent of nine of Tantivy’s U.S. paterfthe lawsuit sought damages for past
infringement and an injunction against future inf@ment, as well as interest, costs and attorriegs: Lucent responded to the lawsuit den
any infringement, and sought a declaration of nmdriigement and alleged that the patents were iitheald requested attorneys’ fees and costs.

In November 2005, Tantivy and Lucent agreed to disrthe patent infringement litigation between themd, together with IDCC,
entered into a combined patent license and techgalgreement. Under the terms of the agreemengritus 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’'sna2000 infrastructure products. In addition, IDG@ &ucent agreed to cooperate on
advanced technology programs.

Federal

In October 2003, Federal Insurance Company (Fedéhal insurance carrier which provided partiahieiirsement to the Company of
certain legal fees and expenses for the now-sditigdtion involving the Company and Ericsson lraelivered to us a demand for arbitration
under the Pennsylvania Uniform Arbitration Act. Eeal claims, based on their determination of exgrbetilue to the Company resulting from
our settlement involving Ericsson Inc., that aruiasice reimbursement agreement (Agreement) requsrés reimburse Federal approximately
$28.0 million for attorneys’ fees and expensedaiines were paid by it. Additionally, under certa@incumstances, Federal may seek to recover
interest on its claim. In November 2003, the Comypielad an action in United States District Cowt the Eastern District of Pennsylvania (
Court) seeking a declaratory judgment that the beirsement agreement is void and unenforceableirgpsdimbursement of attorneys’ fees
and expenses which have not been reimbursed bydteshe which were paid directly by the Compangamnection with the Ericsson Inc.
litigation, and seeking damages for Federhkd faith and breach of its obligations underitsarance policy. In the alternative, in the evibe
reimbursement agreement was found to be valid afataeable, the Company was seeking a declaratoignent that Federal would have
been entitled to reimbursement based only on cep@itions of amounts received by the Company fiEgiosson Inc. pursuant to the settlen
of the litigation involving Ericsson Inc. Federaljuested the Court dismiss the action and/or Heventatter referred to arbitration.

In October 2005, the Court filed an order grantmgart and denying in part Federal’s motion tardis the Company’s complaint. As
part of its decision, the Court determined thatAlyeeement between Federal and the Company (whigkément served as a basis for
Federal's demand to recover any legal fees andnsesg is enforceable, but did not address whetbderal 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 subsatly was denied. An arbitrator has
been selected and the parties are currently iptbeess of preparing for arbitration. A hearingedads not been scheduled.

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

21



Other

We have filed patent applications in the United&tand in numerous foreign countries. In the @irtourse of business, we currently
are, and expect from time-to-time to be, subjeathtallenges with respect to the validity of ourguess 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@néged, our patent licensing opportunities couldriaerially 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 examm@easould have a disagreement with a licensee dgetarhount of reported sales of covered
products and royalties owed. Our patent licenseegents typically provide for arbitration as thechanism for resolving disputes. Arbitration
proceedings can be resolved through an award reddigran 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 relateditandellectual property, but also arising in
the ordinary course of our business. Based upamrirdtion presently available to us, we believe thatultimate outcome of these other
disputes and legal actions will not have a matexikierse affect on us.

Item 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS .
During the fourth quarter of fiscal year ended Deber 31, 2005, no matters were submitted to a@bo@rr security holders.
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PART Il

Item 5. MARKET FOR COMPANY 'S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND IS SUER PURCHASES
OF EQUITY SECURITIES

The following table sets forth the range of thehhégd low sales prices of our common stock foryers 2005 and 2004, as reported by The
Nasdag Stock Marke

High Low
2005
First Quartel $22.4¢  $15.1¢
Second Quarte 19.0C 13.81
Third Quartel 20.1¢ 16.6¢
Fourth Quarte 20.5¢ 17.2¢
High Low
2004
First Quarte! $27.87 $15.81
Second Quarte 19.5(C 15.0(
Third Quartel 19.4¢ 13.8¢
Fourth Quarte 23.5( 15.3¢

As of March 1, 2006, there were approximately 1,B&lers of record of our common stock.

We have not paid cash dividends on our common simale inception. It is anticipated that in theefgeable future, without regard to
cash proceeds we may receive from any settlemeaessofution of outstanding arbitrations or litigats, no cash dividends will be paid on our
common stock and any cash otherwise availableuich glividends will be reinvested in our businesas®d to repurchase our common stock.
The payment of cash dividends will depend on ouniags, any dividend requirements on PreferredSifossued in the future, our capital
requirements and other factors considered reldwaotur Board of Directors.

We did not make any purchases of our common stadkgl fourth quarter 2005.

Item 6. SELECTED FINANCIAL DATA
(in thousands, except per share data)

Consolidated Statements of Operations Dat¢ 2005 2004 2003 2002 2001
Revenues( a) $163,12'! $103,68' $114,57: $ 87,89¢ $ 52,56:
Income (loss) from operatiol $ 17,080 $ (6,292 $ 29,547 $ 9,24( $(20,94))
Other Income( b) $ — $ — $1058 $ — $ —
Income tax benefit (provisior( c) $3443¢ $ 4,70¢ $ (7,269 $ (8,74 $ (3,419
Net income (loss) applicable to common sharehol $ 54,688 $ 89 $34,33: $ 237% $(19,42)
Net income (loss) per common sh- basic $ 101 $ — $ 06z $ 00¢ $ (0.3¢)
Net income (loss) per common sh- diluted $ 09 $ — $ 058 $ 00 $ (0.3¢)
Weighted average number of common shares outsi@g— basic 54,05¢ 55,26¢ 55,271 52,98 53,44¢
Weighted average number of common shares outsig— diluted 57,16! 59,07t 59,69! 56,09¢ 53,44¢
Consolidated Balance Sheet De

Cash and cash equivalel $ 2787, $ 15,737 $ 20,877 $ 22,337 $ 17,89:
Shor-term investment 77,837 116,08: 85,05( 65,22¢ 72,477
Working capital 125,18. 106,78« 112,32¢ 111,84! 87,69¢
Total asset 299,537  241,92( 205,16! 191,17¢ 148,38:
Total debi 1,922 1,88¢ 1,97( 2,15¢ 2,342
Total shareholde’ equity $174,31. $115,65¢ $ 97,48" $ 78,79. $ 60,27«

(a) Inthird quarter 2004, we transitioned to reportipgi-unit royalties in the period in which we receiugr ticenseestoyalty reports rathe
than in the period in which our licensees’ sales@fered products occur. As a result of this traasj our results for 2004 include only
three quarters of prunit royalties.

(b) In 2003, we recognized, as other income, $14 milliom the settlement of our litigation with Erioss net of an estimated $3.4 milli
associated with a claim under an insurance agreen

(c) Ourincome tax provision in 2005 included a benafiapproximately $43.7 million, primarily relatéd the fourth quarter 2005 reversal
of our Federal deferred tax asset valuation alloweu
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Our income tax provision in 2004 included a benaffiapproximately $17 million related to the thgdarter 2004 partial reversal of our
federal deferred tax asset valuation allowance. thar years 2000 through 2003, our income tax promigvas comprised primarily ¢
non-U.S. withholding taxes and Alternative Minimtiax. The volatility in our income tax provisionjgrto recognizing increases in the
value of our deferred tax assets, was primarily thuehanges in the level of royalty revenue sulieaior-U.S. withholding tax

Item 7. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS.
OVERVIEW

The following discussion should be read in conjiorctvith the Selected Financial Data, the Constdéidd-inancial Statements and the
notes thereto, contained in this document. Plezfee to the Glossary of Terms immediately followthg Table of Contents for a listing and
detailed description of the various technical, stdyiand other defined terms that are used inRbisn 10-K.

Business

We design and develop advanced digital wireledsniglogies which we make available for license tmisenductor companies, handset
manufacturers and other equipment producers. @antdogy offerings include patented inventions, Wrttow and other technical data (e.g.,
software, designs and specifications) related ecdibsign and operation of digital wireless prodacid systems. We have built our suite of
offerings through independent development, jointeli@oment with other companies and selected adiurisi We actively participate in the
standard-setting process for digital wireless tetdgies, both cellular and non-cellular, contribgtsolutions that are regularly incorporated
into the standards.

To date, the majority of our revenue has been ddrfvxom companies with which we have patent licageements covering the
manufacture and sale of 2G and 3G mobile terminas@and/or infrastructure products. Our goal isiéoive revenue on every 3G mobile
terminal unit sold. As of March 2006, we have reediroyalties on approximately 35-40% of all 3G rlekerminal units sold worldwide.

Royalties from companies with patent license agergmcovering their sales of 2G and 3G handsetsndradtructure products genera
significant portion of our cash flow and reven& also generate revenues and cash flow by licgristhnology solutions (e.g., HSDPA,
WCDMA terminal unit protocol stack software, phyaitayer designs, etc.) and the provision of spizeid engineering services.

Over the last three years, we have signed fourteanor amended patent license agreements withriesthand existing customers,
including ten license agreements covering 3G telcigims. Over the same period, quarterly recurriagept license royalties have more than
doubled, from $17.0 million in first quarter 20@8$36.2 million in fourth quarter 2005. This incseaesulted from both an increase in the
number of licensees and higher royalties from eddicensees, based on increased sales of co2&ethd 3G products. In 2005, 63% of our
recurring patent license royalties were generataah fpatent license agreements that included 3Glatds-compliant products. Due to
anticipated growth in 3G product sales, we expeat dur 2G/3G royalty mix will continue to shift éohigher percentage of 3G royalties as the
decade unfolds.

New Material Patent License Agreeme

On January 18, 2006, we entered into a worldwide;tnansferable, non-exclusive, patent licenseeageant with LG Electronics Inc.
(LG). The five-year patent license agreement, éffeclanuary 1, 2006, covers the sale, both poidanuary 1, 2006 and during the five-year
term, of terminal units compliant with all TDMA-bad Second Generation (2G) standards (including 136; GSM, GPRS, and EDGE) and
all Third Generation (3G) standards (including WCBAM D-SCDMA and cdma2000 technology and its extems), and infrastructure
products compliant with cdma2000 technology anéitensions, up to a limited threshold amount, nadlepatents owned by us prior to and
during the term of the license. At the end of tlve f/ear term, LG will receive a paid-up licenses&l single-mode GSM/GPRS/EDGE
terminal units under the patents included in themdicense agreement. Under the terms of thenpltense agreement, LG paid us the first of
three equal installments of $95 million in firstagter 2006. The remaining two installments areidube first quarters of 2007 and 2008,
respectively. We are recognizing the revenue aatatiwith this agreement on a straight-line basisfits inception through December 31,
2010.

Expiring 2G Patent License and Technology SolutioRgevenue

The amortization of $53 million of royalty paymermissociated with our 2G patent license agreemehtNEC Corporation of Japan
(NEC) was completed in February 2006. Telefonaktizdpet LM Ericsson and Ericsson Inc. (Ericsson) 8ody Ericsson Mobile
Communications AB (Sony Ericsson) obligations tg payalties under their respective 2G/2.5G patent
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license agreements will end on December 31, 20@6wWW recognize revenue related to Ericsson ($dilion per quarter) and Sony Ericsson
(based on reported sales of covered product) thr@egember 31, 2006 and March 31, 2007, respegtiVelgether, these three licensees
contributed approximately $34.6 million or 21% aefrgevenue in 2005. In addition, on December 3D520ve completed amortization of
deferred revenue related to other 2G agreementshwebllectively, contributed $3.0 million or 2% otir revenue in 2005.

Through December 31, 2005, we also recognized $héldn of the $18.5 million related to our delnables under the Mobile User
Objective System (MUOS) program for the U.S. militaursuant to our agreement with General Dynai@i¢Systems (formerly known as,
General Dynamics Decision Systems, Inc.) (Geneyaldinics). We expect to recognize an additional $tilBon in 2006 related to final
deliverables and will amortize the $2 million reldtto maintenance services under that agreementdheee year period beginning January 1,
2006.

We continue to place substantial focus on both edipgy our base of patent licensees and resolvitgtanding patent license arbitrations
and litigations. We also continue to seek custorf@rsur technology solutions. As a result, we doded a number of agreements over the last
twelve months that will contribute revenue that wibre than offset the reductions noted above.eéxample, as discussed above, in first
quarter 2006, we signed a 2G/3G patent licenseeaggnt with LG and in third quarter 2005 we signétfzapatent license agreement with
Kyocera Wireless Corporation, and its parent cation, Kyocera Corporation, (collectively, “Kyoc&awhich covers the sale of terminal
units compliant with cdma2000 technologies anéxtgnsions. These two agreements will contribupr@pmately $65 million in revenue in
2006. In addition, in 2005 we also signed 2G/3G@ptlicense agreements with Arima Communicationsgr@@a Computer Inc., and Lucent
Technologies Inc. (Lucent), as well as technolagytions agreements with Philips Semiconductors. BRhilips) and Infineon Technologies
AG (Infineon) that will provide revenue contributi®in 2006.

Repurchase of Common Stot

On March 8, 2006, our Board of Directors authoriteslrepurchase of up to $100 million of our outdiag common stock through open
market purchases, pre-arranged trading plans eatety negotiated purchases. Under previous repseprograms in 2005, 2004 and 2003,
we repurchased 2 million, 1 million and 2 millionagses of common stock for $34.1 million, $17.1 ioiiland $34.7 million, respectively.

Intellectual Property Rights Enforcemer

From time-to-time, if we believe that a third paidyrequired to license our patents in order to uf@cture and sell certain digital cellular
products and such third party has not done so, igatrinstitute legal action against the third pafjese legal actions typically take the form
of a patent infringement lawsuit. In addition, welaur licensees, in the normal course of busimaight seek to resolve disagreements
between the parties with respect to the rightsaididations of the parties under the applicablerige agreement through arbitration or
litigation.

In 2005, our patent administration and licensingtsancreased $19.0 million, principally due tol8$ million increase in patent
enforcement costs. These costs relate to an arbitraith Nokia Corporation (Nokia) that concluded2005, litigation with Nokia (that
remains outstanding), litigation with Lucent thaasasettled in 2005 and preparation for an arbanatiith Samsung that took place in January
2006. Enforcement costs will likely continue todsignificant expense for us.

Developmen

Our investments in the development of advancedaligiireless technologies and related productsigelsustaining a highly specialized
engineering team and providing that team with tpgiggment and advanced software platforms necessaypport the development of
technologies. Over each of the last three yearscast of development has ranged between 43% a¥tdddur total operating expenses. The
largest portion of our cost of development has lEBonnel costs. As of December 31, 2005, we gragl802 engineers, 77% of whom hold
advanced degrees, 30 of whom hold PhDs.
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Taxes

In 2005, we determined that our current expectattorgenerate future taxable income indicatedithvedis more likely than not that we
would utilize our remaining Federal deferred tageds. Accordingly, in fourth quarter 2005, we redagd an increase in the value of our
deferred tax assets of approximately $66.7 miltlmough a reversal of the valuation allowance presiy held against our Federal deferred tax
assets. Of the $66.7 million benefit, $46.4 milliwwas recognized as income in our Statement of @paesand $20.3 million was credited
directly to additional paid-in capital. In additiowe increased the value of our deferred tax asse$2.4 million as a result of a 1% change in
the estimated tax rate we expect will apply wherséhdeferred tax assets reverse in future yeatheCl2.4 million benefit, $1.4 million was
recognized as income in our Statement of Operatods$1.0 million was credited directly to addibpaid-in capital.

Industry Overview

Our revenue and cash flows are dependent, in [zageon our licensees’ sales of wireless prod@t®r the course of the last ten years,
the cellular communications industry has experidmepid growth worldwide. Total worldwide cellulaireless communications subscribers
rose from slightly more than 200 million at the efd.997 to 1.7 billion at the end of 2005. In seveountries, mobile telephones now
outnumber fixed-line telephones. Market analystseek that the aggregate number of global wirelebs@ibers could reach 3 billion in 2009

Global Handset Sales by Technology (1)
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The growth in new cellular subscribers, combinethwiisting customers choosing to replace theiritagthones, helped fuel the growth
of mobile phone sales from approximately 115 millimits in 1997 to over 820 million units in 2008e believe the combination of a broad
subscriber base, continued technological changkttenever growing dependence on the Internet,ieamd other digital media sets the stage
for growth in the sales of wireless products anglises through the balance of this decade. Foretheasons, shipments of 3G-enabled phones
(WCDMA, cdma2000, 1xEV-DO) which represented apprately 24% of the market in 2005, are predictethtoease to 49% of the market
by 2009.
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In addition to the advances in digital cellulariteclogies, the industry has made significant adeamag non-cellular wireless
technologies. In particular, IEEE 802.11 WLAN hasngd momentum in recent years as a wireless bavaidéolution in the home, office and
in public areas. IEEE 802.11 technology offers ksgleed data connectivity through unlicensed spectrithin a relatively modest operating
range. Since its introduction in 1998, semicondushipments of products built to the IEEE 802.Xindlrd have nearly doubled every year.
While relatively small compared to the cellular ketr(117 million IEEE 802.11 wireless ICs shipped®D05), the affordability and
attractiveness of the technology has helped fystinmarket growth In addition, the IEEE wireless standards bodiecezating sets of
standards to enable higher data rates, providerageever longer distances and enable roaming.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Our consolidated financial statements are basdti@grelection and application of accounting pritespgenerally accepted in the United
States of America, which require us to make esgsand assumptions that affect the amounts reporteath our consolidated financial
statements and the accompanying notes theretoreFenents and their effects cannot be determinddatisolute certainty. Therefore, the
determination of estimates requires the exercigedgfment. Actual results could differ from thestimates, and any such differences may be
material to the financial statements. Our significaccounting policies are described in Note 2uoamnsolidated financial statements, and are
included in Item 8 of the Form 10-K. We believe Hueounting policies that are of particular impodato the portrayal of our financial
condition and results, and that may involve a higlegree of complexity and judgment in their apgdiien compared to others, are those
relating to patents, contingencies, revenue retiognicompensation, and income taxes. If diffe@sgumptions were made or different
conditions had existed, our financial results cdwdste been materially different.

Patents

We capitalize external costs, such as filing fees @ssociated attorney fees, incurred to obtairespatents and patent license rights. We
expense costs associated with maintaining and difgpatents subsequent to their issuance. We emmadpitalized patent costs on a straight-
line basis over the estimated useful lives of thiepts. Ten years represents our best estimale afverage useful life of our patents relating to
technology developed directly by us. The ten ystinated life of internally generated patents isdshon our assessment of such factors as the
integrated nature of the portfolios being licendbd,overall makeup of the portfolio over time ahd length of license agreements for such
patents. The estimated useful lives of acquiredrgatand patent rights, however, are and will catito be based on a separate analysis r
to each acquisition and may differ from the estedaiseful lives of internally generated patents.aA&ess the potential impairment to all
capitalized net patent costs when there is evidérateevents or changes in circumstances indibatethe carrying amount of these patents
not be recoverable. Amortization expense relatezhpitalized patent costs was $6.3 million, $4.4ion and $3.3 million in 2005, 2004 and
2003, respectively. As of December 31, 2005 andi20@ had capitalized gross patent costs of $87l®mand $62.5 million, respectively,
which were offset by accumulated amortization of 82nillion and $21.5 million, respectively. Oumpitalized gross patent costs in 2005, 2
and 2003 increased $8.1 million, $0 and $11.3 amillrespectively, as a result of patents acquirau third parties in those years. The
weighted average estimated useful life of our edigiéd patent costs at December 31, 2005 and 2@841W.4 years and 11.2 years,
respectively.
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Contingencies

We recognize contingent assets and liabilitiesczoedance with Statement of Financial Accountingn8ards (SFAS) No. Accounting
for Contingencie..

In first quarter 2003, we accrued a $3.4 milliability related to an insurance reimbursement agese. Our insurance carrier has
demanded arbitration, claiming that our obligatiorer the agreement is approximately $28.0 millAtrthis time, it is impossible to predict
the outcome of current or prospective legal promegdwith regard to this matter. Therefore, we hawtadjusted our original accrual of $3.4
million. (See,"-Litigation and Legal Proceedings, Federal)’

Revenue Recognitio

In 2005, we derived 88% of our revenue from palieahsing. The timing and amount of revenue recogghifrom each licensee depends
upon a variety of factors, including the speciéots of each agreement and the nature of the daltiess and obligations. Such agreements are
often complex and mulfiaceted. These agreements can include, withoutdion, elements related to the settlement of pagnt infringemel
liabilities, up-front and non-refundable licenseddor the use of patents and/or know-how, patedtoa know-how licensing royalties on
covered products sold by licensees, cross licertsimgs between us and other parties, the compenssttucture and ownership of intellectual
property rights associated with contractual techgpldevelopment arrangements, and advanced payieahtees for service arrangements.
Due to the combined nature of some agreementshanidherent difficulty in establishing reliable rifable and objectively determinable
evidence of the fair value of the separate elemafttsese agreements, the total revenue resultorg such agreements may sometimes be
recognized over the combined performance periodther circumstances, such as those agreementsimyaonsideration for past and
expected future patent royalty obligations, thesdatning factors necessary to allocate revenuesaquast, current, and future years may be
difficult to establish. In such instances, aftensideration of the particular facts and circumsésnthe appropriate recording of revenue
between periods may require the use of judgmermnietadly, we will not recognize revenue or establisteceivable related to payments that are
due greater than twelve months from the balancetstae. In all cases, revenue is only recognified all of the following criteria are met:

() written agreements have been executed; (2yatgliof technology or intellectual property righizgs occurred or services have been
rendered; (3) fees are fixed or determinable; d@hadllectibility of fees is reasonably assured.

Patent License Agreemet

Upon signing a patent license agreement, we prahieldicensee permission to use our patented ifoenin specific applications. We
have no material future obligations associated witth licenses, other than, in some instancesptode such licensees with notification of
future license agreements pursuant to most favaredsee rights. Under our patent license agreesnerd typically receive one or a
combination of the following forms of payment asisileration for permitting our licensees to usematented inventions in their applications
and products:

» Consideration for Prior SaleConsideration related to a licen’s product sales from prior periods. Such considerahay resul
from a negotiated agreement with a licensee tlilied our patented inventions prior to signingademt license agreement with us or
from the resolution of a disagreement or arbitratigth a licensee over the specific terms of arstaxg license agreement. In each of
these cases, we record the consideration as revAfeimay also receive consideration from the gatilg of patent infringement
litigation where there was no prior patent liceageeement. We record the consideration relateddb Ktigation as other incom

» Fixed Fee Royalty Paymentdp-front, non-refundable royalty payments thatifulhe licensee’s obligations to us under a patent
license agreement, for a specified time periocotHe term of the agreeme

»  PrepaymentdJp-front, non-refundable royalty payments towardisensee’s future obligations to us related teipected sales of
covered products in future periods. Our licensebgigations to pay royalties extend beyond the agtian of their Prepayment
balance. Once a licensee exhausts its Prepaymiamickawe may provide them with the opportunityrtake another Prepayment
toward future sales or it will be required to makearrent Royalty Payment

» Current Royalty PaymentRoyalty payments covering a licensee’s obligatimngs related to its sales of covered producthén t
current contractual reporting peric
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We recognize revenues related to ConsideratioRfior Sales when we have obtained a signed agrdeidentified a fixed and
determinable price and determined that collectibi§ reasonably assured. We recognize revenuatedelo Fixed Fee Royalty Payments on a
straight-line basis over the effective term of libense. We utilize the straight-line method beeaws have no future obligations under these
licenses and we cannot reliably predict in whickquks, within the term of a license, the licensek lvenefit from the use of our patented
inventions.

Licensees that either owe us Current Royalty Paysmamhave Prepayment balances provide us withteplyaor semi-annual royalty
reports that summarize their sales of covered migdand their related royalty obligations to us. Wgcally receive these royalty reports
subsequent to the period in which our licenseedeudging sales occurred. Consideration for PrideS§ahe exhaustion of Prepayments and
Current Royalty Payments are often calculated baseglated per-unit sales of covered products.

In third quarter 2004, we transitioned to recogmizinese per-unit royalties in the period when aeeive royalty reports from licensees,
rather than in the period in which our licensagslerlying sales occur. This transition was neggdsacause we could no longer wait to rec
royalty reports from our licensees and file ougafinial statements on a timely basis. Without rgyaports, our visibility into our licensees
sales is very limited. We are not involved in tipply or sale of their products and industry analyg® not provide information either detailed
or timely enough to give us sufficient visibility tnake reasonably accurate revenue estimates fonast significant licensees. As such, it is
unlikely that we could arrive at revenue estimdtesour most significant licensees that would bgotive and supportable.

Previously, we recognized revenue related to pérsafes of covered products in the period thessaéeurred, and when we did not
receive the royalty reports prior to the issuanfceur financial statements, we accrued the reledgdlty revenue if reasonable estimates could
be made. Such estimates, which were limited to@lstamber of licensees and never exceeded 5%rafevenue in any period presented,
were based on the historical royalty data of tberlsees involved, third party forecasts of roysdtgted product sales in the applicable market
available at the time and, if available, informatjarovided by the licensee. When our licenseesdtiymeported royalties for which we had
previously accrued revenues based on estimateganr they reported updates to prior royalty repevesadjusted revenue in the period in
which the final reports were received. In casesre/lne receive objective, verifiable evidence thitensee has discontinued sales of covered
products, we recognize any remaining deferred negdralance related to unexhausted Prepayments jpettiod that we receive such evidence.

Technology Solutions Revenue

Technology solutions revenue consists primarilyesenue from software licenses and engineeringcagvSoftware license revenues
recognized in accordance with the American IngibftCertified Public Accountants Statement of Bosi(SOP) 97-2 “Software Revenue
Recognition” and SOP 98-9 “Maodification of SOP 97Sdftware Revenue Recognition.” When the arrangenvéh the customer includes
significant production, modification or customizatiof the software, we recognize the related regersing the percentage-of-completion
method in accordance with SOP 81-1 “AccountingHerformance of Construction-Type and Certain Prodn€Type Contracts.” Under this
method, revenue and profit are recognized througtheuterm of the contract, based on actual labstscincurred to date as a percentage of the
total estimated labor costs related for the cont@oanges in estimates for revenues, costs arfiispaioe recognized in the period in which tl
are determinable. When such estimates indicatectists will exceed future revenues and a loss emditract exists, a provision for the entire
loss is recognized at that time.

We recognize revenues associated with engineeeingce arrangements that are outside the scop®Bf&8.-1 on a straight-line basis
under Staff Accounting Bulletin No 104 “Revenue Bguaition,” unless evidence suggests that the rexénearned or obligations are fulfilled
in a different pattern, over the contractual teifthe arrangement or the expected period duringhwvttiose specified services will be
performed, whichever is longer. When recognizingerele based on our proportional performance, wesutedhe progress of our performa
based on the relationship between incurred contigais and total estimated contract costs. Our sigsificant cost has been labor and we
believe labor cost provides a measure of the pesgoéour services. The effect of changes to estimated contract costs is recognized in the
period such changes are determined. Estimatedslo§say, are recorded when the loss first becgonelsable and reasonably estimable.

Deferred Charge

From time-totime, we use sales agents to assist us in oursiicgractivities. We often pay a commission relateduccessfully negotiat
license agreements. The commission rate varies dgneement to agreement. Commissions are normailtiygmortly after our receipt of cash
payments associated with the patent license agrsme

We defer recognition of commission expense reltadabth Prepayments and Fixed Fee Royalty Paynagnt@mortize these expense
proportion to the recognition of the related reveerna 2005, 2004 and 2003, we paid cash commissibapproximately $3.1 million, $7.5
million and $2.9 million and recognized commissexpense of $4.5 million, $3.5 million, and $3.4 i,
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respectively, as part of patent administration ligghsing expense. At December 31, 2005 and 200Aasleapproximately $5.8 million and
$7.2 million, respectively, of deferred commiss@xpense included within prepaid and other curreséis and other non-current assets.

Compensation Programs

We use a variety of compensation programs to bibthca and retain engineers and other key employeewell as more closely align
employee compensation with Company performancesd peograms include, but are not limited to, aruahbonus tied to performance goals,
cash awards to inventors for filed patent applaragiand patent issuances, restricted stock unlYR&ards to non-managers and a long-term
compensation program (“LTCP”), covering managédrat includes RSUs and a performance-based cashtiveeomponent. The LTCP was
originally designed to include three year cyclest thverlap by one year. The first cycle under ttegymam covered the period from April 1,
2004 through January 1, 2006 (“Cycle 1”). The seooycle originally covered the period from Januar005 through January 1, 2008
(“Cycle 27). In second quarter 2005, the Compemsa@ommittee of our Board of Directors amendedfR€P to revise the performance-
based cash award portion of Cycle 2 to coverla8year period from July 1, 2005 through January D92@nd authorized a pro-rated interim
payment, of approximately $0.9 million, relateditst half 2005.

In 2005, we recognized $6.5 million and $7.6 milliof compensation expense related to the perforezaased cash incentive and RSUs,
respectively. In 2004, we recognized $3.0 milliowd 4.1 million of compensation expense relatetthéoperformancéased cash incentive a
RSUs, respectively. We amortize the expense agsdaomth RSUs using an accelerated method. At Déeer81, 2005, accrued compensation
expenses associated with the performance-basednzzstiive were based on a known 102.5% payouCjaie 1 and an estimated 100%
payout for Cycle 2.

Under the program, 100% achievement of the goalsysthe Compensation Committee of the Board oé&tors results in a 100%
payout of the performance-based cash incentivetamounts. For each 1% change above or below Had¥évement, the payout is adjusted
by 2.5% with a maximum payout of 225% and a zerfopmance-based cash incentive pay-out for perfocadhat falls below 80% of target
results. The following table provides exampleshaf performance-based cash incentive payout thaldwmuearned based on various levels of
goal achievement:

Goal Achievement Payoul
less than 809 0%
80% 50%
100% 10C%
120% 15(%
150% or greate 225%

At December 31, 2005, if we had assumed that thepgany’s Cycle 2 goal achievement would be eith@% »r 80%, we would have
recorded either $0.4 million more or less, respetti of compensation expense in 2005. Due to theetsire of the different cycles in the
LTCP, we expect that 2006 expenses associatedhathTCP will be approximately one-half the levéP005. However, the amount recorded
could either increase or decrease dependent updotove assessment of the expected attainmentsigatie-established performance goals.

In fourth quarter 2005, we accelerated the vesiingl stock options which were scheduled to vesboafter January 1, 2006. As a re:
options to purchase approximately 0.8 million shafour common stock, that would otherwise havatac at various times over the next six
years, became fully vested. We recorded a chargppoximately $0.2 million related to the accefiera This charge was based, in part,
our estimate that approximately 12% of the acceddraptions would have been forfeited had the acatbn not occurred. The charge would
have been approximately $1.6 million if we hadreatied that 100% of the options would have beereiied had the acceleration not occurred.
The acceleration eliminates a noash charge of approximately $7.1 million that vablohve been recognized under SFAS 123 (R) overehki
six years. We will continue to recognize expensenfo remaining equity-based incentive programs.

On January 1, 2006, we granted approximately 180RBUs to non-management employees. These RSUgestlbver a three year
period. Based on our current headcount, we expeaeticord compensation expense associated witlytarg of approximately $1.5 million,
$0.7 million and $0.3 million in 2006, 2007 and 80@espectively.
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Income Taxes

Income taxes are accounted for under the assdiadnility method. Under this method, deferred tasets and liabilities are recognized
for the estimated future tax consequences attiibeite differences between the financial statensantying amounts of existing assets and
liabilities and their respective tax bases, andaijp®y loss and tax credit carryforwards. Defettaedassets and liabilities are measured using
enacted tax rates in effect for the year in whiatse temporary differences are expected to be eeedwor settled. The effect on deferred tax
assets and liabilities of a change in tax rateedsgnized in the Consolidated Statement of Opmratin the period that includes the enactment
date. A valuation allowance is recorded to redheecarrying amounts of deferred tax assets if mamagt has determined that it is more lik
than not that such assets will not be realized.

In addition, the calculation of tax liabilities iolwes significant judgment in estimating the impafictincertainties in the application of
complex tax laws. We are subject to complianceesesiby the Internal Revenue Service (“IRS”) andeothxing jurisdictions on various tax
matters, including challenges to various positimesassert in our filings. Certain tax contingenass recognized when they are determined to
be both probable and reasonably estimable. Weueelie have adequately accrued for tax contingerticgshave met both criteria. As of
December 31, 2005 and 2004, there are certainoiangencies that either are not considered prebabhre not reasonably estimable by us at
this time. In the event that the IRS or anotheimigujurisdiction levies an assessment in the futiiis possible the assessment could have a
material adverse effect on our consolidated firgrendition or results of operations.

We recognize deferred tax assets related to defeerenue for both U.S. Federal Income Tax purpasdsnon-U.S. jurisdictions that
assess a source withholding tax on related royafyments. We expense these deferred tax assetsdrdance with SFAS No. 109 as we
recognize the revenue and the related temporafigréifces reverse. In 2005, 2004 and 2003, we ada $3.9 million and $9.5 million,
respectively, of foreign source withholding tax ardognized approximately $2.1 million, $4.5 milliand $7.4 million, respectively, of
foreign source withholding tax expense in our inedlax provision in accordance with this policy.

Generally accepted accounting principles requiag we establish a valuation allowance for any partf our deferred tax assets for
which management believes it is more likely thahthat we will be unable to utilize the asset ttsef future taxes. At December 31, 2003, we
provided a full valuation allowance on all defertad assets, other than those associated with ueyémat was recognized in the computation
of our foreign source withholding tax liability, bdeferred for financial statement purposes. Ird20¢ determined that our operating
performance, coupled with our expectations to geeduture taxable income, indicated that it waseniely than not that we would utilize a
portion of our deferred tax assets. Accordinglythind quarter 2004, we recognized an increashervalue of our deferred tax assets of
approximately $27 million through a partial revérsithe valuation allowance. Of the $27 millionnadit, $17 million was recognized as
income in our Statement of Operations and $10 onillvas credited directly to additional paid-in ¢apiln 2005, we determined that our
expectations to generate future taxable incomeatdd that it was more likely than not that we wautilize our remaining Federal deferred
assets. Accordingly, in fourth quarter 2005, weersed our remaining Federal deferred tax asseatiatuallowance of approximately $66.7
million. Of the $66.7 million benefit, $46.4 milliowas recognized as income in our Statement of @ipes and $20.3 million was credited
directly to additional paid-in capital. In additioat the same time, we increased the value of efarced tax assets by $2.4 million as a result of
a 1% change in the estimated tax rate we expekapply when these deferred tax assets reversgunef years. Of the $2.4 million benefit,
$1.4 million was recognized as income in our Statenof Operations and $1.0 million was crediteédlly to additional paid-in capital. Our
assessments of the value of our federal defersedssets did not take into consideration all pég¢imicome sources, including potential
income related to current arbitration/litigationtieas with Nokia and Samsung.

We do not expect that we will reverse the remainialgiation allowance against our state deferrechtmets as we believe it is more lik
than not that our state deferred tax assets wilirexunutilized. We estimate that we will fully lide our remaining federal NOL carryforwards
between 2006 and 2008. Once this occurs, we wiirb® pay U.S. Federal Income Tax, as well asiorsource withholding taxes, on patent
license royalties and state taxes when applicébléne course of future tax planning, should wentdg tax saving opportunities that entail
amending prior year returns in order to fully avairselves of credits that we previously consideneavailable to us, we will recognize the
benefit of the credits in the period in which trere both identified and quantified.

Under Internal Revenue Code Section 382, the atitin of a corporation’s NOL carryforwards is liedt following a change in
ownership (as defined by the Internal Revenue Cofigjeater than 50% within a three-year periodt i determined that prior equity
transactions limit our NOL carryforwards, the anrimitation will be determined by multiplying thmarket value on the date of ownership by
the federal long-term tax-exempt rate. Any amouwceeding the annual limitation may be carried fadua future years for the balance of the
NOL carryforward period

Based on judgments associated with determiningutimeial limitation applicable to us under InternalvBnue Code Section 382, we did
not include all federal NOL carryforwards in thergoutation of our gross deferred tax assets. Weendsluded a portion of the federal research
and experimental credits that may be availablesttram the computation of gross deferred tax adseted upon estimates of the final credit
that may be realized. Had we included all feder@Ltarryforwards and research and experimentalitsredthe computation of gross deferred
tax assets, the gross deferred tax assets woutdbdeen approximately $10 million greater and oooime tax benefit would have increased by
the same amount.
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Excluding any prospective recognition of additiotad credits, we expect to provide for income tare2006 at a rate equal to our
combined federal and state effective rates, whichldvapproximate 35% to 37% under current tax lgphss an amount for deferred foreign
source withholding tax expense which is dependemtart, upon licensee royalty reports. As of DebenB1, 2005, we had net deferred for
source withholding tax expense of approximatel\2$gillion on our Balance Sheet.

SIGNIFICANT AGREEMENTS AND EVENTS
Technology Solution Agreements

In December 2004, we entered into an agreement®@etieral Dynamics, to serve as a subcontractdn@MtUOS program for the U.S.
military. MUQOS is an advanced tactical terrestaiatl satellite communications system utilizing 3@&uotercial cellular technology to provide
significantly improved high data rate and assu@dmunications for U.S. warfighters. The Softwaredrse Agreement (SLA) requires us to
deliver to General Dynamics standards-compliant WI2Dmodem technology, originating from the technolage developed under our
agreement with Infineon Technologies AG, for inagtion into handheld terminals. We have also mtediproduct training under the SLA
and will provide maintenance for a period of thyears, beginning January 1, 2006.

In August 2005, we entered into an agreement whihi® Semiconductors B.V. (Philips) that requitesto deliver our HSDPA
technology solution to Philips for integration irhilips’ 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.

We are accounting for portions of these and otbehriology solutions agreements using the percemthigempletion method. From the
inception of these agreements through Decembe2@®, we have recognized revenue of approximatesyBmillion under the percentage-of-
completion method, including $18.8 million in 20@3ur accounts receivable at December 31, 2005 @84 icluded unbilled amounts of $.
million and $0.1 million, respectively.

2005 Repositioning

In August 2005, we announced plans to close oubdlgne, Florida design facility. We ceased develept activity at this facility in
third quarter 2005 and relocated certain developgrafarts and personnel to other Company locatidvis.closed this facility in fourth quarter
2005. On the date of the announced closing, there thirty-three full or part-time employees astfacility, of which five full-time employees
have accepted offers of continued employment elseswvithin our organization. We expect the repositig to result in annual pre-tax cost
savings of approximately $6.0 million.

In connection with the closure, we expect to re@gnepositioning charges totaling approximatelyéhillion, comprised of severance
and relocation costs of $1.1 million and facilitpsing costs of $0.5 million. The facility closimgsts include lease termination costs, fixed
asset writeoffs and costs to wind down the faciki{e recorded approximately $1.5 million of thisaoe in 2005 and expect to record the
majority of the remaining charges during the fgigt months of 2006. The 2005 charge was compri$&dth severance and relocation costs
($1.0 million) and facility closing costs ($0.5 tiwh). At December 31, 2005, our accrued liabifigyating to the repositioning charge was
approximately $0.1 million.
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2004 Repositioning

In second quarter 2004, we reduced our headcoud’ ®mployees and recorded a charge of approxiyndeb million associated with
this repositioning. The charge was comprised priljnaf severance and other cash benefits assocwitbdhe workforce reduction. During the
balance of 2004, we adjusted our repositioning@haiy less than $0.1 million and completely sagibtill liabilities associated with this
restructuring. We believe that our financial obtigas associated with this repositioning are sutigtlly complete and do not expect to report
further costs associated with the repositioning.

New Accounting Standard

In December 2004, the Financial Accounting Stansl®uolard, or FASB, issued SFAS No. 123 (revised p0@®hare-Based Paymernt
SFAS No. 123(R) requires that compensation coatingl to share-based payment transactions be rezgaim financial statements. On
April 14, 2005, the U.S. Securities and Exchange@éssion adopted a new rule amending compliancesdat SFAS No. 123(R). In
accordance with the new rule, the accounting prorssof SFAS No. 123(R) will be effective for InBgital beginning first quarter 2006. We
currently expect to adopt the provisions of SFAS N2B(R) using the modified-prospective method. SB¥o. 123(R) requires that
compensation cost relating to share-based paymaardactions be measured based on the fair valiie afistruments issued. SFAS No. 123(R)
covers a wide range of share-based compensatiangaments, including share options, restrictedesplans, performandeased awards, she
appreciation rights and employee share purchass p&-AS No. 123(R) replaces SFAS No. 123 and sages APB Opinion No. 25. As
originally issued in 1995, SFAS No. 123 establishegreferable the fair-value-based method of atawg for share-based payment
transactions with employees. However, that Statémemitted entities the option of continuing tgpthe guidance in Opinion 25, as long as
the footnotes to financial statements disclosedtwhtincome would have been had the preferablesédiie-based method been used.

In fourth quarter 2005, we accelerated the vesiirgl remaining unvested options. The acceleragiiminates a non-cash charge of
approximately $7.1 million that would have beerogrized under SFAS 123(R) over the next six yaAlsadopted this standard effective
January 1, 2006. We will continue to recognize esgefor our remaining equity-based incentive progrand do not believe the adoption of
this standard will have a material impact on onaficial statements.

In December 2004, the FASB issued SFAS No. 1EXxchanges of Nonmonetary Assets—an amendment cOaRiBN No. 29 (“ SFAS
No0.15%"). The guidance in APB Opinion No. 2%ccounting for Nonmonetary Transaction§’APB No. 29"), is based on the principle that
exchanges of nonmonetary assets should be medsased on the fair value of the assets exchangedgtidance in APB No. 29, however,
included certain exceptions to that principle. SP& 153 amends APB No. 29 to eliminate the exoagdibr nonmonetary exchanges of
similar productive assets and replaces it withreegal exception for exchanges of nonmonetary a#isetslo not have commercial substance.
SFAS No. 153 is effective for such exchange traisae occurring in fiscal periods beginning aftend 15, 2005. We do not believe that
adoption of this standard will have a material igtpan our financial statements.

In May 2005, the FASB issued SFAS No. 154ctounting Changes and Error Corrections—a replaeetof APB Opinion No. 20 and
FASB Statement No.” (“SFAS No. 154"). SFAS No. 154 replaces APB OpimiNo. 20, “Accounting Change$ and FASB Statement No. 3,
“ Reporting Accounting Changes in Interim Financitt®ments” and provides guidance on the accounting for rpebrting of accounting
changes and error corrections. It establishesspéative application, or the latest practicabledas the required method for reporting a chi
in accounting principle and the reporting of a eotion of a material error. SFAS No. 154 is effeefior accounting changes and corrections of
errors made in fiscal years beginning after Decermibe2005. We will apply the applications of SFAS. 154 beginning January 1, 2006 if
and when required.

LITIGATION AND LEGAL PROCEEDINGS
Nokia
Nokia Arbitration

In July 2003, Nokia filed a Request for Arbitratiagainst InterDigital Communications Corporation@IC) and ITC, regarding Nokia’s
royalty payment obligations for its worldwide saf2G GSM/TDMA and 2.5G GSM/GPRS/EDGE productsemttie existing patent license
agreement (Nokia License Agreement) with ITC (Nokihitration). The arbitration proceeding relatedTC'’s claim that the patent license
agreement ITC signed with Telefonakiebolaget LMcEsDbNn and Ericsson Inc. (collectively, Ericssomddson Agreement) and the patent
license agreement ITC signed with Sony Ericssoniddbommunications AB (Sony Ericsson) (Sony Ericsg@reement) in March 2003
triggered Nokias obligation to pay royalties on its worldwide saté covered 2G GSM/TDMA and 2.5G GSM/GPRS/EDGInteal units an
infrastructure commencing January 1, 2002.

An evidentiary hearing was conducted in Januanbaf0an arbitral tribunal (Arbitral Tribunal) opéireg under the auspices of the
International Court of Arbitration of the Internatial Chamber of Commerce (ICC). In June 2005, ttstéal Tribunal rendered a Final Awal
holding that (i) the Ericsson Agreement triggereakid’s obligation to pay royalties to us for satédsovered 2G and 2.5G infrastructure in the
period from January 1, 2002 through December 3Q@628nd (ii) the Sony Ericsson Agreement triggeMedia’s obligation to pay royalties to
us for sales of covered 2G and 2.5 terminal uniggeriod from January 1, 2002 through DecembeB8@6. Based on the terms of the Ericsson
Agreement and the Sony Ericsson Agreement, thetrattiribunal established royalty rates that argliapble to Nokia’'s sales of covered 2G
and 2.5 terminal units and infrastructure in thexiqd.

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 December 2005, the presiding Districtgiigssued an order confirming the Final Award sneittirety. In January 2006, Nokia file
Notice of Appeal of that order to the United StaBesurt of Appeals for the Second Circuit (Seconat@t). On March 13, 2006, the Secc
Circuit ordered that the oral arguement of the appdl be heard no earlier than the week of JWy 2006. We intend to vigorously oppose
Nokia's efforts to appeal.



33



Also in December 2005, IDCC and ITC took actiontitize the dispute resolution process in accordamith the terms of their patent
license agreement with Nokia and a related magteremment between the parties. This dispute resolyiocess involves a timetable for
discussions, senior representative meetings anéudume initiation of arbitration, if necessary,daseeks to address issues raised by Nokia’s
failure to abide by the Final Award. IDCC and IT pursuing the dispute resolution process in ormeccelerate the resolution of several
issues including, without limitation, total amoutdsbe paid pursuant to the Final Award, includimgrest, and Nokia's failure to submit
royalty reports and refusal to permit an audit okM’s books and records to determine amounts|f@C and ITC seek to resolve any and all
unresolved issues that may impact a determinafitimecamount to be paid under the Final Award.

Nokia Texas and North Carolina Proceedings

In July 2003, Nokia filed in the United States BidtCourt for the Northern District of Texas (Dist Court) a motion to intervene and to
gain access to documents previously sealed by isteidd Court in the now-settled litigation betwelCC and ITC and Ericsson, Inc.
(Ericsson Litigation). We filed a response oppogimgrequest to intervene and opposing the redoeatcess to the documents. The District
Court granted Nokia’s motion to intervene in th&cgson Litigation and provided Nokia with documantess on a limited basis. Nokia
subsequently filed a motion to reinstate certadeos that were vacated in the Ericsson Litigatwmch motion was granted by the trial court.
We appealed that ruling to the U.S. Court of Appdat the Federal Circuit (Circuit Court). On Aug@805, the Circuit Court ruled in favor of
IDCC and ITC and reversed the District Court’s oydi@ding that the District Court had committedarin permitting Nokia to intervene. The
Circuit Court reversed the District Court’s decigavhich had both granted intervention and reiest#tte prior vacated orders, which orders
had been vacated as part of the settlement ofribedén Litigation.

In late 2004, Nokia sought to enforce two subpoésgsed by the Arbitral Tribunal in the above désent arbitration proceeding to
Ericsson and Sony Ericsson seeking certain docien&hbse enforcement actions were commenced iReteral District Court for the
Northern District of Texas and the Federal Dist@oturt for the Eastern District of North Carolitia.February 2005, Nokia withdrew bc
enforcement actions.

Nokia UK Proceedings

In June 2004, Nokia commenced a patent revocatiocepding in the English High Court of Justice, @y Division, Patents Court,
seeking to have three of ITC’s UK patents declangdlid (UK Revocation Proceeding). Nokia also sealDeclaration that manufacture and
sale of GSM mobiles and infrastructure equipmemmltant with the ETSI GSM Standard (Release 4) aitHicense from ITC does not
require infringement of the 3 UK patents, so thatenof the patents are essential IPR for that stahd he hearing on this matter commenced
early November 2005 and after several recessedurtattat the end of January 2006, with a decisidmetissued thereafter by the High Court.

In July 2005, Nokia filed a claim in the EnglishgHiCourt of Justice, Chancery Division, Patentsr€against ITC. Nokia's claim seeks
a Declaration that thirty-one of ITC’s UMTS Europdaatents registered in the UK are not essentilftl the 3GPP standard. We intend to
vigorously defend our position and are contestigi®'s claim of jurisdiction in the High Court.

Nokia Delaware Proceeding

In January 2005, Nokia and Nokia, Inc. filed a ctaim in the United States District Court for thésBict of Delaware against IDCC and
ITC for declaratory judgments of patent invalidigd non-infringement of certain claims of certaitgmts, and violations of the Lanham Act.
In December 2005, as a result of our motion to disrall of Nokia’s claims, the Delaware District@bentered an order to grant our motion to
dismiss all of Nokia’s declaratory judgment claichee to lack of jurisdiction. The Delaware Distr@burt did not dismiss Nokia's claims
relating to violations of the Lanham Act. Under ttenham Act claim, Nokia alleges that we have Uatsk or misleading descriptions or
representations regarding our patents’ scope,itgl@hd applicability to products built to comphith 3G wireless phone standards, and that
such statements have caused Nokia harm.

Samsung

In 2002, during an arbitration proceeding, Samdkilegtronics Co. Ltd. (Samsung) elected, under ah Bl&use its 1996 patent license
agreement with ITC (Samsung Agreement), to haves8agis royalty obligations commencing January D2for 2G GSM/TDMA and 2.5G
GSM/GPRS/EDGE wireless communications productsaterthined in accordance with the terms of the Nbkianse agreement, including
most favored licensee (MFL) provision. By noticeMarch 2003, ITC notified Samsung that such Samsilntigations had been defined by the
relevant licensing terms of the Ericsson Agreenfamtinfrastructure products) and the Sony Ericségneement (for terminal unit products)

a result of the MFL provision in the Nokia Licensgreement.
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In November 2003, Samsung filed a Request for Aatin with the International Chamber of Commergaiast IDCC and ITC
regarding Samsung’s royalty payment obligationd @ for its worldwide sales of 2G GSM/TDMA and 2.585M/GPRS/EDGE products
(Samsung Arbitration). This arbitration proceediatates to ITCS claim that the Ericsson Agreement and the Soigs&orn Agreement defin
the financial terms under which Samsung is requiogehy royalties on its worldwide sales of 2G GEMMA and 2.5G GSM/GPRS/EDGE
products commencing January 1, 2002 through DeceB1he€006. We also seek a declaration that thigegarights and obligations are
governed by the Samsung Agreement, and that th@aNdtense Agreement dictates only Samsung'’s rgyaitigations and most favored
licensee rights for those TDMA products licensedemthe Samsung Agreement. Samsung is seekingardeation that Samsung’s
obligations are not defined by the Ericsson Agrediitbe Sony Ericsson Agreement, or the Final Awarthe Nokia arbitration. In the
alternative, Samsung seeks to determine the anoduiné appropriate royalty to be paid, which issahtially less than the amount that we
believe is owed. Samsung is also seeking a detatimimthat it has succeeded to all of No&i&€DMA license rights, including its 3G license
the arbitration panel were to agree with Samsupg&tion on Nokia's CDMA rights, Samsung would hsed to sell 3G products on the
same terms as Nokia.

In January 2006, an evidentiary hearing was comdli¢tbsent a resolution by the parties to thisutispthe presiding ICC Arbitral
Tribunal will render a decision.

Lucent

In March 2004, Tantivy Communications, Inc., oneaf wholly-owned subsidiaries, filed a lawsuit in the Unitedt&s District Court fc
the Eastern District of Texas against Lucent Teldgies, Inc. (Lucent), a leading manufacturer aha2000 infrastructure equipment. The
case was originally based on our assertions ahgément by Lucent of nine of Tantivy’s U.S. paterfthe lawsuit sought damages for past
infringement and an injunction against future inf@ment, as well as interest, costs and attorriegs: Lucent responded to the lawsuit den
any infringement, and sought a declaration of nmdriigement and alleged that the patents were iitheald requested attorneys’ fees and costs.

In November 2005, Tantivy and Lucent agreed to disrthe patent infringement litigation between themd, together with IDCC,
entered into a combined patent license and techgalgreement. Under the terms of the agreemengritus 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’'sna2000 infrastructure products. In addition, IDG@ &ucent agreed to cooperate on
advanced technology programs.

Federal

In October 2003, Federal Insurance Company (Fedéhal insurance carrier which provided partiahieiirsement to the Company of
certain legal fees and expenses for the now-sditigdtion involving the Company and Ericsson lraelivered to us a demand for arbitration
under the Pennsylvania Uniform Arbitration Act. Eeal claims, based on their determination of exgrbetilue to the Company resulting from
our settlement involving Ericsson Inc., that aruiasice reimbursement agreement (Agreement) requsrés reimburse Federal approximately
$28.0 million for attorneys’ fees and expensedaiines were paid by it. Additionally, under certa@incumstances, Federal may seek to recover
interest on its claim. In November 2003, the Comypielad an action in United States District Cowt the Eastern District of Pennsylvania (
Court) seeking a declaratory judgment that the beirsement agreement is void and unenforceableirgpsdimbursement of attorneys’ fees
and expenses which have not been reimbursed bydteohe which were paid directly by the Compangamnection with the Ericsson Inc.
litigation, and seeking damages for Federhkd faith and breach of its obligations underitsarance policy. In the alternative, in the evibe
reimbursement agreement was found to be valid afataeable, the Company was seeking a declaratoignent that Federal would have
been entitled to reimbursement based only on cep@itions of amounts received by the Company fiEgiosson Inc. pursuant to the settlen
of the litigation involving Ericsson Inc. Federaljuested the Court dismiss the action and/or Heventatter referred to arbitration.

In October 2005, the Court filed an order grantmgart and denying in part Federal’s motion tardis the Company’s complaint. As
part of its decision, the Court determined thatAlyeeement between Federal and the Company (whigkément served as a basis for
Federal's demand to recover any legal fees andnsesg is enforceable, but did not address whetbderal 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 subsatly was denied. An arbitrator has
been selected and the parties are currently iptbeess of preparing for arbitration. A hearingedads not been scheduled.

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

We have filed patent applications in the United&tand in numerous foreign countries. In the @irtourse of business, we currently
are, and expect from time-to-time to be, subjeathtallenges with respect to the validity of ourguess 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@néged, our patent licensing opportunities couldriaerially 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 examm@easould have a disagreement with a licensee dgetarhount of reported sales of covered
products and royalties owed. Our patent licenseegents typically provide for arbitration as thechanism for resolving disputes. Arbitration
proceedings can be resolved through an award reddigran 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 relateditardgellectual property, but also arising in
the ordinary course of our business. Based upamrirdtion presently available to us, we believe thatultimate outcome of these other
disputes and legal actions will not have a matexikierse affect on us.

FINANCIAL POSITION, LIQUIDITY AND CAPITAL REQUIREME  NTS

In 2005 and 2004, we generated net cash from apgrattivities of $33.7 million and $48.2 milliorespectively. The positive operating
cash flow in 2005 arose principally from receiptsipproximately $133.1 million related to 2G and g&ent licensing agreements. These
receipts included $35.6 million from NEC, $33.3lioit from Sharp Corporation of Japan (Sharp), $2i Sony Ericsson, $20.0 million
from Kyocera Corporation and $16.3 million from ethicensees. These receipts were partially offgatash operating expenses (operating
expenses less depreciation of fixed assets, aratioiizof intangible assets and non-cash compemaifd124.9 million and changes in
working capital during 2005. The positive operataagh flow in 2004 arose principally from receiptapproximately $138.3 million related
2G and 3G patent licensing agreements. These tedeguded $34.6 million from NEC, $27.0 milliorom SANYO Electric Co., Ltd (Sany«
$23.0 million from Sharp, $17.5 million and $11.@lion from Ericsson and Sony Ericsson, respectiv8L0.0 million from Toshiba
Corporation (Toshiba) and $14.6 million from otlieensees. These receipts were partially offsatdsh operating expenses (operating
expenses less depreciation of fixed assets, aratiotivof intangible assets and noash compensation) of $94.2 million and changegoirking
capital during 2004.

We receive cash payments relating to current paroyalties. We also receive up-front cash paymdot prepaid royalties or to fulfill a
patent licensee’s obligations to us under a pdigstise agreement for either a specified time jgeoiofor the term of the agreement. When we
record the receipt or expected receipt of up-fraytments, we defer recognition of the revenue ésteatwith such payments pursuant to our
revenue recognition policy as discussed in ourigaitAccounting Policies. We have no material ohligns associated with such deferred
revenue.

Our combined short-term and long-term deferredmaeebalances at December 31, 2005 was approxint@&l? million, a decrease of
$8.0 million from December 31, 2004. The decreaas mainly due to current year deferred revenuegrdton of approximately $29.8 millic
related to the amortization of fixed fee royaltypeents and approximately $35.8 million from currgear per-unit exhaustion of prepaid
royalties based upon royalty reports provided bylicensees offset, in part, by the receipt of agpnately $57.6 million in Prepayments and
Fixed Fee Amounts, primarily from new, expandedmended patent license agreements, including $&iflien from Sony Ericsson, $20
million from Kyocera and $9.7 million from othecénsees.
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Based on current license agreements, in 2006, pectthe amortization of fixed fee royalty paymewotseduce the December 31, 2005
deferred revenue balance of $91.2 million by $2fillion. Additional reductions to deferred revenui#l be dependent upon the level of per-
unit royalties our licensees report against prepaldnces. In first quarter 2006, we recorded giruggases in deferred revenue of
approximately $221 million, $190 million of whicklates to payments received and due from LG, aptbapnately $31 million which relates
to new prepayments from two other existing licesséefirst quarter 2006, we collected the firsb$8illion payment from LG and recorded
$95 million in accounts receivable relating to LG&cond payment due in first quarter 2007. In ataaze with our policy for recording long-
term receivables from patent license agreementsyilwdefer recognition in accounts receivable @'’k third $95 million payment, which is
due in first quarter 2008, until twelve months ptioits due date.

In 2005, we generated net cash from investing iietivof $8.0 million. In 2004, we used $48.2 noillifor these same activities. We sold
$38.2 million of short-term marketable securitiest of purchases, in 2005. We purchased $31.3omitf short-term marketable securities, net
of sales, in 2004. This change resulted from adrigise of cash in financing activities. Purchasgsaperty and equipment increased to $5.4
million in 2005 from $3.7 million in 2004 due toviestments in development tools and the expansiouioéngineering information system
network. Investment costs associated with pateireased from $13.1 million in 2004 to $17.0 millia 2005. This increase reflects higher
patenting activity over the past several years,lioed with the lag effect between filing an init@dtent application and the incurrence of costs
to issue the patent in both the U.S. and foreigisdictions. In 2006, we expect that purchasesoperty and equipment in support of planned
technology development initiatives will be $7 nahito $9 million. We also expect that capitalizedegmt costs will be between $13 million to
$16 million. In first quarter 2005, we acquireds, éopurchase price of approximately $8.1 millioglested patents, intellectual property blocks
and related assets from an unrelated third pdré/function of which are aimed at improving thegarthroughput and reliability of wireless
LAN and other wireless technology systems.

Net cash used in financing activities in 2005 iased $24.4 million to $29.6 million from $5.2 nolfi in 2004. In 2005, we repurchased
two million shares of our common stock for $34.1lioti compared to repurchases of one million shafeommon stock in 2004 for $17.1
million. We received proceeds from option and watrexercises of $4.9 million and $12.2 million id0® and 2004, respectively.

We had 6.3 million and 7.3 million stock optiongstanding at December 31, 2005 and 2004, respéctihat had exercise prices less
than the fair market value of our common stockaathebalance sheet date. These options would haeraged $63.5 million and $78.9 million
of cash proceeds to us had they been fully exetciséhese dates.

As of December 31, 2005, we had $105.7 millionasfic cash equivalents and short-term investmemtspared to $131.8 million at
December 31, 2004. Our working capital (adjusteeidude cash, cash equivalents, short-term invastisn current maturities of debt and
current deferred revenue) increased to $39.9 miliobDecember 31, 2005 from $3.3 million at Decen®ie 2004. This $36.6 million increase
is primarily due to a $36.9 million increase inmant deferred tax assets associated with the rétmgof an increase in the value of these
assets in fourth quarter 2005, offset, in parttH®/net changes in other elements of working chpita

In December 2005, we entered into a two-year $6lomiunsecured revolving credit facility (the CreAgreement). The Credit
Agreement was entered into by the Company, Barknodrica, N.A., as Administrative Agent, and CitiseBank of Pennsylvania. At our
option, borrowings under the Credit Agreement Wéhr interest at LIBOR plus 75-90 basis pointsedeg on the level of borrowing under
the credit facility, or under certain conditiongta prime rate or if higher, 50 basis points abibeFederal Funds Rate. The Credit Agreement
further contains certain customary restrictive ficial and operating covenants which, among othiag#h require us to (i) maintain certain
minimum cash and short-term investment levels ®5 imes outstanding borrowings subject to adjustsidefined in the agreement,

(i) maintain minimum financial performance requirents as measured by our income or loss befors,tasih certain adjustments, and

(iii) limit or prohibit the incurrence of certaimdebtedness and/or liens, judgments above a tHieahmwunt for which a reserve is not
maintained, and certain other activities outsidedfdinary course of business. Borrowings undeCtfealit Agreement can be used for general
corporate purposes including capital expenditusesking capital, letters of credit, certain perméitacquisitions and investments, cash
dividends and stock repurchases. As of Decembe2@®15, we did not have any amounts outstandingruheéeCredit Agreement.

Consistent with our strategy to focus our resouatethe development and commercialization of adedneireless technology products,
we expect to see modest growth in operating castisneelated to planned staffing levels and contrimeestments in enabling capital assets in
2006. We are capable of supporting these and oftemating cash requirements, including repurchasear common stock, for the near future
through cash and short-term investments on hahey oiperating funds such as patent license ropaljynents or the above-noted credit
facility. An adverse resolution of the litigatiomviolving Federal Insurance Company (See, Litigation and Legal Proceedings, Federal
should not prevent us from supporting our operateggirements for the near future. At present, waat anticipate the need to seek additit
financing through additional bank facilities or thede of debt or equity securities.
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Contractual Obligations

With the exception of two purchase orders tota$8gl million for tools associated with our FDD WCBMevelopment programs, we
did not have any significant purchase obligatioatsiole our ordinary course of business at Dece@bg2005.

The following is a summary of our consolidated deid lease obligations at December 31, 2005 (itiomd):

Obligation Total 1-3 Years 4-5 Years Thereafter
Debt $1.9 $ 1C $ 0L $ 04
Operating lease _3.C 3.C — —

&
i
({o)

Total debt and operating lease obligati $ 4C $ 0L $ 04

Off-Balance Sheet Arrangements
We do not have any off-balance sheet arrangemerdsfaed by regulation S-K 303(a)(4) promulgatader the Securities Act of 1934.

38



RESULTS OF OPERATIONS
2005 Compared With 2004

Revenues
2005 2004
Pel-unit royalty revenue (e $104.1 $ 73.1
Fixec-fee and amortized royalty reven 29.¢ 28.t
Recurring patent licensing royalti 133.¢ 101.¢
Past infringement and other r-recurring royaltie: 10.2 1.8
Total patent licensing royaltie 144.1 103./
Technology solutions reveni 19.C 0.3
Total Revenut $163.1  $103.7

(@ In 2004, we transitioned to recognizing revenu®eissed with pe-unit royalties in the quarter when royalty repate
received from licensees, rather than in the quanterhich our licensees’ underlying sales occuri2gde to this transition,
revenues for 2004 included only three quarterset-unit royalties.

In 2005, revenues increased 57%, to $163.1 mifiom $103.7 million in 2004. This increase resultesin growth in royalties from
existing licensees at December 2004, incrementalnge from patent licensees added in 2005, grawmtevenue related to technology solution
agreements with General Dynamics, Philips and etfeard the effect of the above-noted third qua®®4 transition in reporting per-unit
royalties.

2005 revenues included non-recurring revenue ofZdfllion related to past infringement, primardgsociated with a new patent license
agreement with Kyocera, compared with $1.4 miliio2004. 2004 revenues also included $0.4 millibnan-recurring royalties related to the
remaining deferred revenue balance of a licensstehtid discontinued sales of covered products.

Technology solution revenue increased substaniialB005 to $19.0 million from $0.3 million in 200%his increase was primarily due
the recognition of $16.1 million of revenue asstedawith the majority of our deliverables under MEOS program for the U.S. military unc
our agreement with General Dynamics. We expeattognize an additional $0.3 million in 2006 relatedinal deliverables, and will amortize
an additional $2 million related to our maintenaseevices under that agreement over a three ye@mdpbeginning January 1, 2006.

In 2005 and 2004, respectively, 52% and 79% ofreuenues were from companies that individually aoted for 10% or more of total
revenues. In 2005, those companies were NEC (3@ paarp (22%). In 2004, the comparable list inethNIEC (43%), Sharp (24%) and
Sony Ericsson (12%).

Operating Expenses

Operating expenses increased 33% from $110.0 milli2004 to $146.0 million in 2005. The $36.0 mifl increase was primarily due
increases in the following items (in millions):

Patent litigation and arbitratic $13.¢
Long-term compensation program (LTC 7.C
Other personnel related co 4.1
Executive severance & repositioni 2.1
Patent amortizatio 1.6
Other (a) 7.1
Total Increase in Operating Exper $36.C

(&)  Other cost increases include tools and equipmentpussions, travel and all other costs, none ottv
represent more than 25% of the increase in thésitem.

Patent litigation and arbitration costs increased aesult of (i) arbitration and related litigatsowith Nokia, (i) litigation with Lucent thi
was settled in 2005, and (iii) preparation for aigtion with Samsung, the hearing for which tookog! in
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January 2006. Costs associated with our LTCP iseckdue to the overlap of Cycles 1 and 2 that oedun 2005. Other personnel costs
increased primarily due to higher levels of heaatquior to a third quarter repositioning. The m&se in patent amortization resulted from an
acquisition of a patent portfolio in 2005 and higlexels of internal inventive activity in recergars. Other costs increased due to work on our
HSDPA platform development, higher commission exgeresulting from higher levels of royalty revenaed higher travel costs associated
with increased customer procurement and serviaginegents.

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

2005 2004 Increase
Sales and marketir $ 79 $ 6.2 $17 2™™%
General and administrati\ 24.1 21.€ 25 12
Patents administration and licens 49.4 30.4 19.C 63
Developmen 63.1 51.z 11.¢ 23
Repositioning 1.5 0.6 0.¢ 15C
Total Operating Expens $146.C $110.C $36.C 33%

Sales and Marketing ExpenseApproximately 63% of the increase in sales and eiamg expense was due to personnel costs, primarily
resulting from the overlap of Cycles 1 and 2 of bGP that occurred in 2005. The balance of thegiase was mainly due to higher costs
associated with increased trade show activities.

General and Administrative Expense:The increase in general and administrative expersedted from increased personnel costs,
including $1.2 million of executive severance ariles million increase in LTCP costs resulting fromerlapping cycles in 2005.

Patents Administration and Licensing ExpenseApproximately $13.8 million of the overall increaisepatents administration and
licensing expense was due to higher patent enfarnenosts related to an arbitration with Nokia t@tcluded in 2005, litigation with Nokia
that remains outstanding, litigation with Lucerattivas settled in 2005 and preparation for anrativh with Samsung that took place in
January 2006. Another $1.9 million of the increass due to increased patent amortization resuftorg the acquisition of a patent portfolio
in 2005 and higher levels of internal inventiveitt in recent years. In addition, commission expe increased approximately $1.0 million
due to higher levels of royalty revenue. The batapicthe increase was due to higher staff levelsLArCP costs resulting from overlapping
cycles in 2005.

Development ExpenseApproximately $6.4 million of the increase in deyginent expenses was due to personnel costs. Ajppaitedy
$4.1 million of this increase was due to LTCP cestilting from overlapping cycles in 2005, witle thalance related to higher levels of
headcount prior to a third quarter 2005 repositignilrhe remaining increase in development expesmdted from targeted outsourced
services, tools and equipment and other costsretatwork on our HSDPA platform development.

Repositioning ExpenseCosts associated with the 2005 repositioning wagledn than the 2004 repositioning due to both hidéreels of
headcount reduction and higher facility closuresos

Interest and Investment Income, Net

Net interest and investment income of $3.2 miliior2005 increased $1.4 million or 82% from $1.7limil in 2004. The increase resulted
from higher rates of return on our investmentsd6%

Income Taxes

Our income tax provision in 2005 included benefitsling $43.7 million, primarily related to theuidh quarter 2005 reversal of our
Federal deferred tax asset valuation allowancef@on of this reversal was credited directly ta#idnal paid-in capital), which were partly
offset by $7.2 million of federal income tax anteahative minimum tax, and $2.1 million of foreigaurce withholding tax.

Our income tax provision in 2004 included a benaffiapproximately $17.1 million related to the jerteversal of our Federal deferred
tax asset valuation allowance and was offset iblpaapproximately $7.8 million of federal inconaxtand alternative minimum tax and
approximately $4.6 million of foreign source withtlimg tax.
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The net income tax benefit associated with adjustst® the value of our deferred tax assets is cizeg of the following components
millions):

2005 2004
Reversal of Federal valuation allowar $(46.4) $(17.7)
Change in effective tax rate applied to Federatetl tax asse (1.4) —
Other adjustments to deferred tax as 4.1 —
Total adjustments related to Federal deferred sartavaluatiol $(43.9) $(17.7)

The $46.4 million and $17.1 million reversals of fhederal valuation allowance in 2005 and 2004eets/ely, were based on
expectations that we will generate sufficient fettaxable income to utilize our Federal deferredassets. The $1.4 million change in the
effective tax rate applied to Federal deferredassets is related to a change in the estimatedtexve expect will apply when these deferred
tax assets reverse. The remaining $4.1 millionsidjent of our deferred tax assets reduces thededwmalue of credits associated with federal
NOL carryforwards anresearch and development activities based on sesasient of the likelihood of realizing such cidit

2004 Compared With 2003

Revenues
2004 2003
Pek-unit royalty revenue (e $ 731 $ 69.€
Fixec-fee and amortized royalty reven 28.t 23.%
Recurring patent licensing royalti 101.¢ 92.¢
Past infringement and other r-recurring royaltie: 1.8 20.€
Total patent licensing royaltie 103.¢ 113t
Technology solutions reveni 0.3 1.1
Total Revenut $103.7  $114.¢

(@) In 2004, we transitioned to recognizing reveassociated with per-unit royalties in the quavtben royalty reports are
received from licensees, rather than in the quarteshich our licensees’ underlying sales occuri2de to this transition,
revenues for 2004 included only three quarterset-unit royalties.

Revenues in 2004 were $103.7 million compared $th4.6 million in 2003. The decrease in 2004 reesnuas due to the absence of
per-unit royalties in third quarter 2004 associatetth the transition in reporting per-unit royaftie

Notwithstanding the effect of the transition in egjing per-unit royalties on 2004 revenues, reagrpatent license royalties (which
include both fixed and amortized amounts, as weper-unit royalties reported to us) increased f&2.9 million in 2003 to $101.6 million in
2004. The $8.7 million increase in recurring palem@nse royalty revenue from 2003 to 2004 was grily due to an increase in royalties from
NEC, offset by the absence of reporting-unit royalties for one quarter in 2004.

In 2004, we recorded non-recurring revenue of $dildon related to past infringement from a numbé&new licensees signed in 2004
and $0.4 million associated with the remaining defé revenue balance of a licensee that has discent sales of covered products. In 2003,
we recorded $20.6 million of non-recurring royakwenue, primarily associated with Sony Ericss@nés2003 handset sales.

Technology solution revenue decreased to $0.3aniith 2004 from $1.1 million in 2003. The decreases due to the fact that 2003
included $1.0 million related to final deliverabl@sder a technology development agreement with &oki

In 2004 and 2003, respectively, 79% and 83% ofreuwenues were from companies that individually acted for 10% or more of total
revenues. In 2004, these companies were NEC (43B&)p (24%) and Sony Ericsson (12%). In 2003 tmepesable list included NEC (29%),
Sony Ericsson (29%) and Sharp (25%).
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Operating Expenses

Operating expenses increased 29% from $85.0 miltid003 to $110.0 million in 2004. The increas@ur operating expenses reflected
both a commitment to investing in the developmédradvanced wireless technology solutions and legsis associated with arbitration and
litigation proceedings involving Nokia, Samsung dngent. The $25.0 million increase in operatingenses was primarily due to increases in
personnel costs ($13.1 million), legal fees ($Itilfion), patent amortization ($1.1 million) andsurance premiums ($0.8 million) and was
partly offset by savings in other areas. Approxeha?3% and 13%, respectively, of the increasesis@nnel costs was due to company-wide
compensation initiatives instituted in first hai@® and the addition, in mid-2003, of a design eeimt Melbourne, Florida. The remaining
increase in personnel costs was primarily due versece associated with a second quarter repasii@nd expanded training and
development programs.

Development expenses increased 11% in 2004 to $&illién from $45.9 million in 2003. The increasesulted from a $6.6 million
increase in personnel costs primarily associatéld e@mpensation initiatives instituted in first ha004, offset, in part, by a decrease of $0.8
million each related to consulting fees and dejatéan of fixed assets.

Sales and marketing expenses of $6.2 million iMZ@6reased 26% from $4.9 million in 2003 primadiye to a $1.9 million increase in
personnel costs offset, in part, by decreased ¢timggosts.

General and administrative expenses in 2004 inetk&8% to $21.6 million from $18.2 million in 2008creased personnel costs
accounted for 70% of this increase, with the badahee to increased public entity costs, includinditfees and insurance premiums.

Patents administration and licensing expensesase:90% in 2004 to $30.3 million from $16.0 millim 2003. Nearly 82% of this
increase was due to higher patent enforcement oelsted to our respective arbitrations with Nodl Samsung and a litigation with Lucent.

Other Income, Interest and Investment Income, Net

In 2003, we recognized $14.0 million from the s#ttént of litigation with Ericsson, net of an estieth$3.4 million associated with a
claim under an insurance reimbursement agreem&wothar income. The $3.4 million represents a ¢tosgingency associated with an
insurance reimbursement agreement with Federal.

Net interest and investment income of $1.7 miliie2004 remained relatively level with 2003.

Income Taxes

Our income tax provision in 2004 included a benaffiapproximately $17.1 million related to the jerteversal of our Federal deferred
tax asset valuation allowance and was offset iblpaapproximately $7.8 million of federal inconsxtand alternative minimum tax and
approximately $4.6 million of foreign source withdimg tax. Our income tax provision in 2003 corsisprimarily of foreign source
withholding taxes associated with patent licensmlties, principally from Japan. The decreaseunforeign source withholding tax expense
from 2003 to 2004 resulted primarily from a July02Gax treaty between the U.S. and Japan thatredtes the foreign source withholding tax
requirements between these countries, providedinezbnditions defined in the treaty are met.

Expected Trends

In first quarter 2006, we expect to report reveati50 million to $52 million. This revenue amoun¢ludes slightly more than $11
million related to the recently announced patergrse agreement with LG (for which we are recoggizévenue associated with $285 million
in total expected payments on a straight-line aizetion over the approximately five-year term of thgreement) as well as increases in sales
from some of our other licensees. We anticipatefthst quarter 2006 operating expenses, excludimgent patent arbitration or litigation cos
will be in line with those experienced in fourthagter 2005 reflecting continued investment in ouwaldnode terminal unit offering. Patent
arbitration and litigation expense will depend ba tevel of activity through the remainder of theader. Lastly, we expect that our book tax
rate for first quarter 2006 will approximate 35%3{t%6.

FORWARD -LOOKING STATEMENTS

This Annual Report on Form 10-K (Form 10-K), indlugl “Item 1. Business” and “ltem 7. Management's®ission and Analysis of
Financial Condition and Results of Operations”,teors forward-looking statements. Words such apéek” “will,” “believe,” “could,”
“would,” “should,” “if,” “may,” “might,” “anticipate,” “unlikely that,” “our strategy,” “future,” “taget,” “goal,” “trend,” “seek to,” “seeking,”
“will continue,” “outcome,” “assuming,” “predict,“estimate,” “due to receive,” “likely,” “in the eva” or similar expressions contained herein
are intended to identify such forward-looking staémts. Although forward-looking statements in fhism 10-K reflect the good faith
judgment of our management, such statements cgrbertbased on facts and factors currently knowosyrhese statements reflect, am

other things, our current beliefs, plans and exqiemnts as to:

(i)  Our ability to both expand our technology solutioegenues and create synergies between our patensing and technolog
licensing businesse
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(ii)

(iii)
(iv)
(v)

(vi)

(vii)
(viii)

(ix)

(x)
(xi)
(xii)
(xiii)

(xiv)
(xv)

(xvi)
(xvii)

(xviii)

Our belief that

(a) a number of our patented inventions are esdentproducts built to 2G and 3G cellular standaehd other standards suct
WLAN and WIMAX,, and that companies making, usingselling products compliant with these standaedgiire a license
under our patent:

(b) our patent enforcement costs will likely contnto be a significant expense for

(c) there would not be any material adverse impaatur ongoing revenues under exiting patent lieexggeements, but the
could be an impact on our ability to generate neyalty streams if a party successfully assertetigbae of our patents are not
valid, should be revoked or do not cover their picid, or if products are implemented in a manneh $hat patents we believe
are commercially important are not infringe

(d) a number of our CDMA inventions are essentidhe implementation of CDMA systems in use todad

(e) the loss of revenues or cash payments fronereithour two licensees generating 2005 revenueseshng 10% of tote
revenues would adversely affect either our casl oresults of operations and could affect oulitglio achieve or sustain
acceptable levels of profitabilit

The anticipated proliferation of converged devir
Factors driving the continued growth of wirelessdurct and services sales through the end of thaedde

The types of licensing arrangements and vanoyalty structure models which we anticipate usinder our future license
agreements

Our goal to derive revenue on every 3G mobile taahiinit sold and our strategy for achieving thégigncluding:
(a) Continuing our successful program of licensing patented technology to wireless equipment preduworldwide
(b) Offering our intellectual property rights arethnology products in a coordinated fash

(c) Enhancing our technology position by (i) tioning the development of leading edge wirelesbielogies, and (ii) acquiring
legacy technologies (e.g., GSM) and other techrietognd intellectual property to enhance the vafumur product solutions;
and

(d) Maintaining substantial involvement in key wiwide standards bodies to contribute to the ongdeftition of wireles:
standards and to incorporate our inventions inbsérstandard:

The impact of (a) a settlement, (b) a judgmentunfavor, or (c) an adverse ruling in a patengéition or arbitration proceedit
with regard to our costs, future license agreemeamtd accounting recognitio

Our continued

(a) WCDMA technology development efforts inclugliadvanced features (specifically, HSDPA and HS)JRA well as IEEE-
802 wireless technologies (specifically, convergetgchnologies); ar

(b) monitoring of TDD technology market developnse
Our plans to
(a) seek additional customers for our technolodytems and to seek further investment opportusitiretechnologies

(b) continue to pursue discussions and negdi@ase agreements with companies which we beliegaire a license under our
patents, and to pursue legal actions if negotiat@mnot result in license agreeme

(c) resolve any and all issues that may impactarogénation of the amount to be paid by Nokia taunder the Final Award; ar
(d) vigorously defend our position in the July 2@0&im filed by Nokia in the UK Patents Col

Pre-tax cost savings associated with our 2005 repositgpactivities.

Our competition and factors necessary for us tarersuccessful in light of such competitic

Severance benefits, generally, under employmemeagents with our executive managem

A potential material adverse effect on our consaid financial position, results of operations astcflows in light of an:
potential adverse decision or settlement in theeFdegal proceeding and our belief that an agvezsolution should not
prevent us from supporting our operating requirei&r the near future

Our 2G/3G royalty mix will shift to a higher perdage of 3G royalties throughout this dece

The timing of final deliverables and assoaibpayments, as well as the timing of payments faintenance services under our
agreement with General Dynami

Our critical accounting policies, our accounting éontingencies under the Federal legal proceedgiimgfactors affecting ot
revenue recognitior

2006 expense levels associated with our LTaDE our expense recognition with regard to oueiogguity-based incentive
programs

The adequacy of our accrual for tax contingen@esassessment of the valuation allowance assdoidth our Federal and sti
deferred tax assets, our future tax paying status,our expectation that we will provide for incotages in 2006 at a rate equal
to our combined Federal and state effective rdtesgn amount for foreign source withholding tapenxse, as applicabl



(xix)  The anticipated reduction in revenue in 2@0@ 2007 related to certain agreements, and tieEated recognition of revenue
associated with L’s expected total payments to us of $285 mill

(xx) First quarter 2006 revenues, operating expense, tax rate, and patent and arbitration expe

(xxi)  Fiscal year 2006 (and near future), capitalize@matosts, purchases of property and equipmentatipg cash requirements a
our ability to repurchase our common stc

(xxii)  Our lack of need to seek additional financi

Consequently, forward-looking statements concerpimgbusiness, results of operations and finarciatlition are inherently subject to
risks and uncertainties. We caution readers thaghoesults and outcomes could differ materiaigni those expressed in or anticipated by
such forward-looking statements. You should cahgftdnsider the risks and uncertainties outlinedr@ater detail in this Form 1K-including
“Item 1A - Risk Factors.” before making any investmh decision with respect to our common stock. ¥lould not place undue reliance on
these forward-looking statements, which are onlgfake date of this Form 10-K. We undertake ndgattion to revise or publicly update any
forward-looking statement for any reason, excepithsrwise required by law.
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Item 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK
Cash Equivalents and Investments

We do not use derivative financial instrumentsun iovestment portfolio. We place our investmentiistruments that meet high credit
quality standards, as specified in our investmelitp guidelines. This policy also limits our amdwf credit exposure to any one issue, issuer,
and type of instrument. We do not expect any maltéygs with respect to our investment portfolio.

The following table provides information about @ash and investment portfolio as of December 3@52Bor investment securities, the
table presents principal cash flows and relatedjited average contractual interest rates by expectdurity dates. All investment securities
are held as available for sale.

(in millions)

Cash and demand depos $ 22.¢
Average interest ral 1.28%
Cash equivalent $ 5C
Average interest ral 4.24%
Shor-term investment $ 77.¢
Average interest ral 4.51%
Total portfolio $105.7
Average interest ral 3.8(%
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Long-Term Debt
The table below sets forth information about ounglderm debt obligation, by expected maturity dates

Expected Maturity Date
December 31,

(In millions)
2011 Total
and Fair
2006 2007 2008 2009 2010 Beyond Value
Debt Obligatior $04 $04 $02 $02 $02 $04 $18
Interest Ratt 7.06% 8.01% 8.28% 8.28% 8.28% 8.28% 8.10%
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Item 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

PAGE
NUMBER

CONSOLIDATED FINANCIAL STATEMENTS:

Report of Independent Registered Public Accourfiinm 47

Consolidated Balance Sheets as of December 31, &00300¢ 48

Consolidated Statements of Operations for eacheoftiree years ended December 31, 2005, 2004 &% 49

Consolidated Statements of Sharehol’ Equity and Comprehensive Income for each of thegllyears ended December

2005, 2004 and 20( 5C

Consolidated Statements of Cash Flows for eacheofttree years ended December 31, 2005, 2004 &% 51

Notes to Consolidated Financial Stateme 52

SCHEDULES:

Schedule I~ Valuation and Qualifying Accoun 77

All other schedules are omitted because they #nerenot required or applicable or equivalent infation has been included in the
financial statements and notes thereto.
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Report of Independent Registered Public Accountingrirm

To the Board of Directors and Shareholders of
InterDigital Communications Corporation:

We have completed integrated audits of InterDigitainmunications Corporation’s 2005 and 2004 codatdid financial statements and of its
internal control over financial reporting as of [@etber 31, 2005, and an audit of its 2003 consadifihancial statements in accordance with
the standards of the Public Company Accounting §lgat Board (United States). Our opinions, basedwraudits, are presented below.

Consolidated financial statements and financidestant schedule

In our opinion, the consolidated financial statetadisted in the accompanying index present fairlyall material respects, the financial
position of InterDigital Communications Corporatiand its subsidiaries at December 31, 2005 and,20@#the results of their operations and
their cash flows for each of the three years inp@od ended December 31, 2005 in conformity &itbounting principles generally accepted
in the United States of America. In addition, irr opinion, the financial statement schedule listethe accompanying index presents fairly, in
all material respects, the information set fortbréin when read in conjunction with the relatedsmdidated financial statements. These
financial statements and financial statement sdeeahe the responsibility of the Company’s managenteur responsibility is to express an
opinion on these financial statements and finarste@tement schedule based on our audits. We cattloatr audits of these statements in
accordance with the standards of the Public Compacpunting Oversight Board (United States). Thetsedards require that we plan and
perform the audit to obtain reasonable assurancetathether the financial statements are free dérie misstatement. An audit of financial
statements includes examining, on a test basideaue supporting the amounts and disclosures ifirthecial statements, assessing the
accounting principles used and significant estimatade by management, and evaluating the ovemalhdial statement presentation. We
believe that our audits provide a reasonable Basisur opinion.

Internal control over financial reporting

Also, in our opinion, management’s assessment,ded in “Management’s Annual Report on Internal @arover Financial Reporting”
appearing under Item 9A, that the Company mainthéftective internal control over financial repagias of December 31, 2005 based on
criteria established imternal Control - Integrated Framewoi&sued by the Committee of Sponsoring Organizatidrise Treadway
Commission (COSO0), is fairly stated, in all materéspects, based on those criteria. Furthermoreyi opinion, the Company maintained, in
all material respects, effective internal contretiofinancial reporting as of December 31, 2005glleon criteria establishedlimernal Control

- Integrated Frameworissued by the COSO. The Company’s managementpsmsible for maintaining effective internal contoser

financial reporting and for its assessment of fifecéiveness of internal control over financial ogfing. Our responsibility is to express
opinions on management’s assessment and on theieéfeess of the Company’s internal control oveaficial reporting based on our audit.
We conducted our audit of internal control ovegfigial reporting in accordance with the standafdeePublic Company Accounting
Oversight Board (United States). Those standamisinethat we plan and perform the audit to obteasonable assurance about whether
effective internal control over financial reportingis maintained in all material respects. An aaflinternal control over financial reporting
includes obtaining an understanding of internaltic@rover financial reporting, evaluating managetreassessment, testing and evaluating the
design and operating effectiveness of internalrebrand performing such other procedures as wsidennecessary in the circumstances. We
believe that our audit provides a reasonable Basisur opinions.

A company’s internal control over financial repogiis a process designed to provide reasonableaassuregarding the reliability of financial
reporting and the preparation of financial statetséor external purposes in accordance with gelyeaacepted accounting principles. A
company'’s internal control over financial reportingludes those policies and procedures that (fapeto the maintenance of records that, in
reasonable detail, accurately and fairly refleettitansactions and dispositions of the assetseofdmpany; (ii) provide reasonable assurance
that transactions are recorded as necessary tatgeaparation of financial statements in accor@éawith generally accepted accounting
principles, and that receipts and expenditureb®itbmpany are being made only in accordance withoaizations of management and
directors of the company; and (iii) provide readdaassurance regarding prevention or timely detecf unauthorized acquisition, use, or
disposition of the company'’s assets that could lzaneaterial effect on the financial statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or d¢tisstatements. Also, projections of any
evaluation of effectiveness to future periods agjext to the risk that controls may become inadégjbecause of changes in conditions, or
the degree of compliance with the policies or pdates may deteriorate.

/sl PricewaterhouseCoopers LLP
Philadelphia, PA
March 14, 2006
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INTERDIGITAL COMMUNICATIONS CORPORATION AND SUBSIDI
CONSOLIDATED BALANCE SHEETS

ASSETS

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

TOTAL ASSETS
LIABILITIES AND SHAREHOLDERS ' EQUITY

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

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

TOTAL LIABILITIES

COMMITMENTS AND CONTINGENCIES (Notes 6 and

SHAREHOLDERY EQUITY:

Common Stock, $.01 par value, 100,000 shares amélthr60,537 and 59,662 issued i

54,032 and 55,156 shares outstanc
Additional paic-in capital
Accumulated defici
Accumulated other comprehensive |
Unearned compensati

(in thousands)

Treasury stock, 6,506 and 4,506 shares of commionaieost

Total shareholde’ equity

TOTAL LIABILITIES AND SHAREHOLDERS EQUITY

The accompanying notes are an integral part oktegements.
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ARIES

DECEMBER 31,

2005

$ 27,87
77,83
19,53
42,10t
8,37(
175,71t
10,66(
59,51¢
48,68!
4,96¢
123,82:

$ 299,53

$ 35¢
7,16:

17,04(
20,05¢

16C

5,76¢€

50,53

1,572
71,19¢
1,92¢
125,22¢

605
383,49
(109,839
(192)

(5,846)
268,22.
93,90¢
174,31

$ 299,58

DECEMBER 31,

2004

$ 15,737
116,08:
11,617

5,17C

8,017
156,61
10,71¢
40,97
27,16«

6,451

85,30¢

$ 241,92

$ 212
6,75¢

9,261

28,07t

37¢

5,14t

49,83:

1,672
71,12
3,63¢
126,26

597
342,75;
(164,529

(66)

(3,276)
175,48:
59,82:
115,65¢

$ 241,92



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

For the Year Ended December 31

2005 2004 2003
REVENUES:
Licensing and allianc $163,12! $103,68! $114,57-
OPERATING EXPENSES
Sales and marketir 7,91¢ 6,201 4,91¢
General and administrati 24,15( 21,62: 18,18:
Patents administration and licens 49,39¢ 30,34( 15,99¢
Developmen 63,09" 51,21¢ 45,93¢
Repositioning 1,48( 59€ —
146,03¢ 109,97 85,03:
Income (loss) from operatiol 17,08’ (6,297) 29,54
OTHER INCOME:
Other income, ne — — 10,58(
Interest and investment income, 3,164 1,74: 1,61¢
Income (loss) before income tax 20,25: (4,549 41,73¢
INCOME TAX BENEFIT (PROVISION) 34,43¢ 4,702 (7,269
Net income 54,68¢ 15E 34,46¢
PREFERRED STOCK DIVIDEND! — (66) (133)
NET INCOME APPLICABLE TO COMMON SHAREHOLDER! $ 54,688 $ 89 $ 34,33:
NET INCOME PER COMMON SHARI- BASIC $ 101 $ 0.0C $ 0.67
WEIGHTED AVERAGE NUMBER OF COMMON SHARES OUTSTANDIGB - BASIC 54,05¢ 55,26¢ 55,27
NET INCOME PER COMMON SHARI- DILUTED $ 09 $ 0.0C $ 0.5¢
WEIGHTED AVERAGE NUMBER OF COMMON SHARES OUTSTANDI®I - DILUTED 57,16 59,07t 59,691

The accompanying notes are an integral part oktegements.
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INTERDIGITAL COMMUNICATIONS CORPORATION AND SUBSIDI ARIES
CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY AND COMPREHENSIVE INCOME
(in thousands)

$2.50 Accumulated
Convertible Additional Other Total Total
Common Accumulated Comprehensive Treasury Shareholders’ Comprehensive
Preferred Paid-In Unearned
Stock Stock Capital Deficit Income(Loss) Compensatior Stock Equity Income
BALANCE, DECEMBER 31, 200: $ 5 % 56z $ 285,86¢ $ (198,94) $ 21C $ (83%) $ (8,079 $ 78,79
Net income — — — 34,46 — — — 34,468 $ 34,46t
Net change in unrealized loss on
Shor-term investment — — — — (480) — — (480) (480
Total Comprehensive Incon $ 33,98¢
Exercise of Common Stock optio — 19 17,49( — — — — 17,50¢
Exercise of Common Stock
warrants — — 19 — — — — 19
Dividend of Common Stock and
cash to $2.50 Preferred
shareholder — — 56 (139) — — — 77)
Sale of Common Stock under
Employee Stock Purchase P — 2 1,71¢ — — — — 1,71¢
Issuance of Restricted Common
Stock — 1 1,22¢ — — (840) — 38¢
Reduction of tax benefit from
exercise of stock optior — — (1,11¢) — — — — (1,116
Amortization of unearned
compensatiol — — — — — 95€ — 95€
Repurchase of Common Sta — — — — — — (34,689 (34,68¢)
BALANCE, DECEMBER 31, 200: 5 585  305,26: (164,61) (270 (722) (42,760 97,48t
Net income — — — 15¢ — — — 15E 15E
Net change in unrealized loss on
Shor-term investment — — — — 204 — — 204 204
Total Comprehensive Incon $ 35¢
Exercise of Common Stock optio — 10 10,34¢ — — — — 10,35¢
Exercise of Common Stock
warrants — — 58¢ — — — — 58¢

Dividend of Common Stock and

cash to $2.50 Preferred

shareholder — — 29 (66) — — — (37)
Conversion of $2.50 Preferred

Stock to Common Stock and

redemptions (5) 1 (47) — — — — (51)
Sale of Common Stock under

Employee Stock Purchase P — 1 1,211 — — — — 1,212
Issuance of Restricted Common

Stock — — 8,08¢ — — (7,63¢€) — 45C
Partial reversal of Valuation

Allowance — — 9,78¢ — — — — 9,78¢
Recognition of Deferred Tax

Benefit — — 7,48¢ — — — — 7,48¢
Amortization of unearned

compensatiol — — — — — 5,082 — 5,08z
Repurchase of Common Sta — — — — — — (17,06) (17,067)

BALANCE, DECEMBER 31, 200: — 597 342,75: (164,529 (66) (3,27¢) (59,829 115,65¢

Net income — — — 54,68¢ — — — 54,68¢ 54,68¢
Net change in unrealized loss on

Shor-term investment — — — — (12€) — — (12€) (12¢6)
Total Comprehensive Incon $ 54,55¢
Exercise of Common Stock optio — 5 4,82¢ — — — — 4,82¢
Sale of Common Stock under

Employee Stock Purchase P — — 25 — — — — 25
Issuance of Common Stock unde

Profit Sharing Plai — — 56¢ — — — — 56¢
Issuance of Restricted Common

Stock, ne — 3 11,64: — — (11,150 — 494
Acceleration of option vestin — — 19C — — — — 19C
Partial reversal of Valuation

Allowance — — 20,26¢ — — — — 20,26¢
Recognition of Deferred Tax

Benefit — — 3,221 — — — — 3,221
Amortization of unearned

compensatiol — — — — — 8,58( — 8,58(
Repurchase of Common Sta — — — — — — (34,089 (34,085

BALANCE, DECEMBER 31, 200! $ — $ 60t $ 383,49: $ (109,839) $ (192) $ (5,84€) $ (93,909 $ 174,31

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

For the Year Ended December 31

2005 2004 2003
CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 54,68¢ $ 15k $ 34,46
Adjustments to reconcile net income to net caskigea by operating activitie!
Depreciation and amortizatic 11,42 9,707 9,73t
Deferred revenue recogniz (65,559 (53,60.) (61,569
Increase in deferred reven 57,60¢ 66,20: 57,48¢
Non-cash compensatic 9,76¢ 6,10(C 1,34t
Deferred income taxe (37,299 (15,63)) 2,291
Tax benefit from stock optior 2,34: 7,48¢ —
Non-cash repositioning charg 222 — —
Other (75) 41 32t
(Increase) decrease in ass
Receivable: (7,929 26,221 15,647
Deferred charge 1,50¢ (4,037 1,11C
Other current asse (409) 74 (839
Increase (decrease) in liabilitie
Accounts payabl 84¢€ 323 1,02z
Accrued compensatic 6,672 4,08 1,68:
Other accrued expens (1398 1,08¢ (3,149
Net cash provided by operating activit 33,67« 48,23( 59,56!
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of shi-term investment (151,45) (199,12) (144,44%)
Sales of sho-term investment 189,68 167,85( 124,14
Purchases of property and equipm (5,372 (3,746 (3,926
Capitalized patent cos (16,959 (13,159 (9,209
Acquisition of patents and other ass (8,050 — (10,430
Proceeds from sale of fixed ass 16¢ — —
Increase in notes receivat — — (1,446
Net cash provided (used) by investing activi 8,02t (48,17¢) (45,31))
CASH FLOWS FROM FINANCING ACTIVITIES
Net proceeds from exercise of stock options andamés and employee stock purchase | 4,85% 12,15¢ 19,24¢
Payments on lor-term debt, including capital lease obligatic (327) (199 (189
Repurchase of common sta (34,08 (17,062 (34,689
Dividends on preferred stot — (37) (77)
Redemption of preferred sto — (51) —
Net cash used by financing activiti (29,559 (5,199 (15,709
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENT 12,14( (5,140 (1,460
CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOI 15,737 20,87: 22,331
CASH AND CASH EQUIVALENTS, END OF PERIOI $ 27,87 $ 15,73 $ 20,87
SUPPLEMENTAL CASH FLOW INFORMATION
Interest paic $ 188 $ 16C $ 187
Income taxes paid, including foreign withholdingea $ 75E $ 4,18i $ 9,53i
Non-cash investing and financing activiti
Issuance of restricted common st $ 494 $ 45C $ 38¢
Issuance of common stock for profit shar $ 56¢ $ — $ =
Accrued profit sharin $ 501 $ 56€ $ —
Cancellation of note receivable related to acqoisiof patents and other ass $ = $ = $  1,44¢
Leased asset additions and related oblige $ 365 $ 113 $ —
Non-cash dividends on preferred stc $ = $ 29 $ 56

The accompanying notes are an integral part obteetements.
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INTERDIGITAL COMMUNICATIONS CORPORATION AND SUBSIDI ARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2005

1. BACKGROUND

InterDigital Communications Corporation (collectiysvith its subsidiaries referred to as “InterDaljt the “Company,” “we,” “us” and
“our”) designs and develops advanced digital waelechnology solutions. We are developing teclgietothat may be utilized to extend the
life of the current generation of products, mayapelicable to multiple generational standards sacBG, 2.5G and 3G cellular standards, as
well as IEEE 802 wireless standards, and may hpgkcability across multiple air interfaces. In gamnction with our technology development,
we have assembled an extensive body of technical#ow, related intangible products and a broad paterifolio. We offer our solutions fi
license or sale to semiconductor companies andupeyd of wireless equipment and components.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Principles of Consolidatior

The consolidated financial statements include to®ants of the Company and its wholly-owned subsids. All significant
intercompany accounts and transactions have beaimated in consolidation.

Use of Estimates

The preparation of financial statements in conftymiith generally accepted accounting principleguiees management to make
estimates and assumptions that affect the repartexiints of assets and liabilities, the disclosfintingent assets and liabilities as of the
date of the financial statements and the repomeauats of revenues and expenses during the reggrériod. Actual results could differ from
these estimates. We believe the accounting polibetsare of particular importance to the portrayfadur financial condition and results, and
that may involve a higher degree of complexity prdtyment in their application compared to others,those relating to patents, contingen:
revenue recognition, compensation, and income taikdgferent assumptions were made or differemditions had existed, our financial
results could have been materially different.

Cash, Cash Equivalents and Short-Term Investments

We consider all highly liquid investments purchaseatth initial maturities of three months or less® cash equivalents. Management
determines the appropriate classification of ouegitments at the time of acquisition and re-evakiatich determination at each balance sheet
date. At December 31, 2005 and 2004, all of ourtsieom investments were classified as availabteside and carried at amortized cost, w|
approximates market value. We determine the costairities by specific identification and repantealized gains and losses on our available-
for-sale securities as a separate component ofyediet unrealized losses on short-term investmesete $0.2 million at December 31, 2005
and less than $0.1 million at December 31, 2004liRed gains and losses for 2005, 2004 and 2008 afollows (in thousands):

Year Gains Losses Net

2005 $— (82) (82)
2004 $34 $(55 $(21)
2003 $64 $322)  $(25¢)

Cash and cash equivalents at December 31, 200800dconsisted of the following (in thousands):

December 31,
2005 2004
Money market funds and demand accol $26,365  $15,45¢
Repurchase agreeme! 1,517 281

$27,87 $15,73:

Our repurchase agreements are fully collateraligednited States Government securities and aredsttcost, which approximates fair
market value.
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Short-term investments as of December 31, 20032804 consisted of the following (in thousands):

December 31,

2005 2004
US Government agency instrume $25,837  $ 66,05¢
Corporate bond 51,99/ 50,02:

$77,83: $116,08:

At December 31, 2005 and 2004, $65.4 million an@4$2 million, respectively, of our short-term intragnts had contractual maturities
within one year. The remaining portions of our $herm investments had contractual maturities witiwo to five years.

Property and Equipmen

Property and equipment are stated at cost. Depi@tiand amortization of property and equipment@oided using the straight-line
method. The estimated useful lives for computefiggant, machinery and equipment, and furniturefattdres are generally three to five
years. Leasehold improvements are being amortizedtbe lesser of their estimated useful livesheirtrespective lease terms, which
generally five to ten years. Buildings are beingreéeiated over twenty-five years. Expendituresmi@jor improvements and betterments are
capitalized while minor repairs and maintenancechsrged to expense as incurred.

Internal-Use Software Costs

Under the provisions of the American Institute @rtfied Public Accountants (AICPA) Statement ofRion (SOP) 98-1, “Accounting
for the Costs of Computer Software Developed ora@iled for Internal-Use,” we capitalize costs asseci with software for internal-use. All
computer software costs capitalized to date retatbe purchase, development and implementati@ngineering, accounting and other
enterprise software. Capitalization begins wherptteiminary project stage is complete and ceasenwthe project is substantially complete
and ready for its intended purpose. Capitalizedmaer software costs are amortized over their eggchuseful life of three years.

Patents

We capitalize external costs, such as filing fees @associated attorney fees, incurred to obtairespatents and patent license rights. We
expense costs associated with maintaining and difgpatents subsequent to their issuance. We emmadpitalized patent costs on a straight-
line basis over the estimated useful lives of thiepts. Ten years represents our best estimalte afverage useful life of our patents relating to
technology developed directly by us. The ten ysimated useful life of internally generated pataatbased on our assessment of such factor:
as the integrated nature of the portfolios beiogrised, the overall makeup of the portfolio ouwsetiand the length of license agreements for
such patents. The estimated useful lives of acdyiegents and patent rights, however, is and wilbased on a separate analysis related to
acquisition and may differ from the estimated ukkes of internally generated patents. We astiespotential impairment to all capitalized
net patent costs when there is evidence that evemisanges in circumstances indicate that the/icayramount of these patents may not be
recoverable. Amortization expense related to chpéta patent costs was $6.3 million, $4.4 milliard&3.3 million in 2005, 2004 and 2003,
respectively. As of December 31, 2005 and 2004hagkcapitalized gross patent costs of $87.3 milliod $62.5 million, respectively, which
were offset by accumulated amortization of $27.Bioni and $21.5 million, respectively. Our capid gross patent costs in 2005, 2004 and
2003 increased $8.1 million, $0 and $11.3 millim@spectively, as a result of patents acquired fiturd parties in those years. The weighted
average estimated useful life of our capitalizetépiacosts at December 31, 2005 and 2004 was a4 and 11.2 years, respectively.
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The estimated aggregate amortization expense ddiateur patents balance as of December 31, 2086 figllows (in thousands):

2006 $ 6,87«
2007 6,29
2008 6,17
2009 6,03
2010 5,87:
Thereaftel 28,27:

Contingencies

We recognize contingent assets and liabilitiesczoedance with Statement of Financial Accountingn8ards (SFAS) No. Accounting
for Contingencie..

Revenue Recognitio

In 2005, we derived 88% of our revenue from palieehsing. The timing and amount of revenue recogphifrom each licensee depends
upon a variety of factors, including the speciéots of each agreement and the nature of the daltikess and obligations. Such agreements are
often complex and mulfiaceted. These agreements can include, withoutdion, elements related to the settlement of pagnt infringemel
liabilities, up-front and non-refundable licenseddor the use of patents and/or know-how, patedtos know-how licensing royalties on
covered products sold by licensees, cross licertsimgs between us and other parties, the compenssttucture and ownership of intellectual
property rights associated with contractual techgpldevelopment arrangements, and advanced payieahtees for service arrangements.
Due to the combined nature of some agreementshanidtierent difficulty in establishing reliable rif@ble and objectively determinable
evidence of the fair value of the separate elemafttsese agreements, the total revenue resultorg such agreements may sometimes be
recognized over the combined performance periodther circumstances, such as those agreementsimyaonsideration for past and
expected future patent royalty obligations, theedatning factors necessary to allocate revenuesaguast, current, and future years may be
difficult to establish. In such instances, aftensideration of the particular facts and circumsésnthe appropriate recording of revenue
between periods may require the use of judgmermetadly, we will not recognize revenue or establisteceivable related to payments that are
due greater than twelve months from the balancetstae. In all cases, revenue is only recognifted all of the following criteria are met:

(1) written agreements have been executed; (2yatgliof technology or intellectual property righizgs occurred or services have been
rendered; (3) fees are fixed or determinable; dhadllectibility of fees is reasonably assured.

Patent License Agreemet

Upon signing a patent license agreement, we prahvieldicensee permission to use our patented iroretn specific applications. We
have no material future obligations associated witth licenses, other than, in some instancesptode such licensees with notification of
future license agreements pursuant to most favaredsee rights. Under our patent license agreesnerg typically receive one or a
combination of the following forms of payment asisileration for permitting our licensees to usematented inventions in their applications
and products:

» Consideration for Prior Sale€onsideration related to a licensee’s product dades prior periods may result from a negotiated
agreement with a licensee that utilized our patéimeentions prior to signing a patent license agrent with us or from the
resolution of a disagreement or arbitration wilicansee over the specific terms of an existingrige agreement. In each of these
cases, we record the consideration as revenue. &yalso receive consideration from the settlemépatent infringement litigation
where there was no prior patent license agreeréatecord the consideration related to such litigaas other income

» Fixed Fee Royalty PaymenUp-front, nor-refundable royalty payments that fulfill the licex’s obligations to us under a pat
license agreement, for a specified time periocdotHe term of the agreeme

» PrepaymentsUp-front, nor-refundable royalty payments towards a lice''s future obligations to us related to its expecags of
covered products in future periods. Our licensebgigations to pay royalties extend beyond the agtian of their Prepayment
balance. Once a licensee exhausts its Prepaymianickawe may provide them with the opportunityrtake another Prepayment
toward future sales or it will be required to makearrent Royalty Payment

» Current Royalty PaymentRoyalty payments covering a licen’s obligations to us related to its sales of cov@mdiucts in th
current contractual reporting peric
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We recognize revenues related to ConsideratioRfior Sales when we have obtained a signed agrdeidentified a fixed and
determinable price and determined that collectibi§ reasonably assured. We recognize revenuatedelo Fixed Fee Royalty Payments on a
straight-line basis over the effective term of libense. We utilize the straight-line method beeaws have no future obligations under these
licenses and we can not reliably predict in whiehigds, within the term of a license, the licenadEbenefit from the use of our patented
inventions.

Licensees that either owe us Current Royalty Paysmamhave Prepayment balances provide us withteplyaor semi-annual royalty
reports that summarize their sales of covered migdand their related royalty obligations to us. Wgcally receive these royalty reports
subsequent to the period in which our licenseedeudging sales occurred. Consideration for PrideS§ahe exhaustion of Prepayments and
Current Royalty Payments are often calculated baseglated per-unit sales of covered products.

In third quarter 2004, we transitioned to recogmizinese per-unit royalties in the period when aeeive royalty reports from licensees,
rather than in the period in which our licensagslerlying sales occur. This transition was neggdsacause we could no longer wait to rec
royalty reports from our licensees and file ougafinial statements on a timely basis. Without rgyaports, our visibility into our licensees
sales is very limited. We are not involved in tipply or sale of their products and industry analyg® not provide information either detailed
or timely enough to give us sufficient visibility tnake reasonably accurate revenue estimates fonast significant licensees. As such, it is
unlikely that we could arrive at revenue estimdtesour most significant licensees that would bgotive and supportable.

Previously, we recognized revenue related to pérsafes of covered products in the period thessaéeurred, and when we did not
receive the royalty reports prior to the issuanfceur financial statements, we accrued the reledgdlty revenue if reasonable estimates could
be made. Such estimates, which were limited to@lstamber of licensees and never exceeded 5%rafevenue in any period presented,
were based on the historical royalty data of tberlsees involved, third party forecasts of roysdtgted product sales in the applicable market
available at the time and, if available, informatjarovided by the licensee. When our licenseesdtiymeported royalties for which we had
previously accrued revenues based on estimateganr they reported updates to prior royalty repevesadjusted revenue in the period in
which the final reports were received. In casesre/lne receive objective, verifiable evidence thitensee has discontinued sales of covered
products, we recognize any remaining deferred negdralance related to unexhausted Prepayments jpettiod that we receive such evidence.

Technology Solutions Revenue

Technology solutions revenue consists primarilyesenue from software licenses and engineeringcagvSoftware license revenues
recognized in accordance with the American IngibftCertified Public Accountants Statement of Bosi(SOP) 97-2 “Software Revenue
Recognition” and SOP 98-9 “Modification of SOP 97Sdftware Revenue Recognition”. When the arrangemvéh the customer includes
significant production, modification or customizatiof the software, we recognize the related regersing the percentage-of-completion
method in accordance with SOP 81-1 “AccountingHerformance of Construction-Type and Certain Prodn€Type Contracts”. Under this
method, revenue and profit are recognized througtheuterm of the contract, based on actual labstscincurred to date as a percentage of the
total estimated labor costs related for the cont@oanges in estimates for revenues, costs arfiispaioe recognized in the period in which tl
are determinable. When such estimates indicatectists will exceed future revenues and a loss emditract exists, a provision for the entire
loss is recognized at that time.

We recognize revenues associated with engineeeingce arrangements that are outside the scop®Bf&8.-1 on a straight-line basis
under Staff Accounting Bulletin No 104 “Revenue Bguaition”, unless evidence suggests that the rexénearned or obligations are fulfilled
in a different pattern, over the contractual teifthe arrangement or the expected period duringhwvttiose specified services will be
performed, whichever is longer. When recognizingerele based on our proportional performance, wesutedhe progress of our performa
based on the relationship between incurred contigais and total estimated contract costs. Our sigsificant cost has been labor and we
believe labor cost provides a measure of the pesgoéour services. The effect of changes to estimated contract costs is recognized in the
period such changes are determined. Estimatedslo§say, are recorded when the loss first becgonelsable and reasonably estimable.

Deferred Charge

From time-totime, we use sales agents to assist us in oursiicgractivities. We often pay a commission relateduccessfully negotiat
license agreements. The commission rate varies dgneement to agreement. Commissions are normailtiygmortly after our receipt of cash
payments associated with the patent license agrsme

We defer recognition of commission expense reltadabth Prepayments and Fixed Fee Royalty Paynagnt@mortize these expense
proportion to the recognition of the related reveerna 2005, 2004 and 2003, we paid cash commissibapproximately $3.1 million, $7.5
million and $2.9 million and recognized commissexpense of $4.5 million, $3.5 million, and $3.4liail, respectively, as part of patent
administration and licensing expense. At Decemfie2B05 and 2004 we had approximately $5.8 miltiad $7.2 million, respectively, of
deferred commission expense included within prepaii other current assets and other non-curreatsass

Developmen
All engineering development expenditures are expemns the period incurred.

55



Compensation Programs

We use a variety of compensation programs to bibthca and retain engineers and other key employeewell as more closely align
employee compensation with Company performancesd peograms include, but are not limited to, aruahbonus tied to performance goals,
cash awards to inventors for filed patent applaratiand patent issuances, restricted stock unl{R&ards for non-managers and a long-term
compensation program (“LTCP”), covering managédrat includes RSUs and a performance-based cashtiveeomponent. The LTCP was
originally designed to include three year cyclest thverlap by one year. The first cycle under ttegy@am covered the period from April 1,
2004 through January 1, 2006 (“Cycle 1"). The seooycle originally covered the period from Januar2005 through January 1, 2008
(“Cycle 27). In second quarter 2005, the Compemsa@ommittee of our Board of Directors amended{R€P to revise the performance-
based cash award portion of Cycle 2 to coverla8year period from July 1, 2005 through January D92@nd authorized a pro-rated interim
payment, of approximately $0.9 million, relateditst half 2005. In 2005, we recognized $6.5 miiliand $7.6 million of compensation
expense related to the performance-based cashiveand RSUs, respectively. In 2004, we recogni&@ million and $4.1 million of
compensation expense related to the performanadlmash incentive and RSUSs, respectively. We ameottie expense associated with RSUs
using an accelerated method.

In addition, under our performance based annuald@han, executive officers and other key managémpensonnel may be paid up to
30% of their bonus in shares of restricted stodlesE shares are restricted as to their transfitydioit a two year period but are not forfeitable.
The shares have full voting power and have a tigieceive dividends.

We also have a 401(k) plan wherein employees eaot & defer compensation based on federal limilte. Company matchespartion o
the employee contributions and may, at its discrethake additional contributions based upon the [@om's annual performance. In 2005,
2004 and 2003 we had expense associated with @dalitliscretionary contributions of $0.5, $0.6 aedo, respectively.

We account for stock-based employee compensatiog tige intrinsic value method and provide pro fardisclosures related to our
stock-based compensation under the provisionsaté®ent No. 148, “Accounting for Stock-Based Conspginn — Transition and Disclosure
an amendment of FASB Statement No. 123.” Equitjrimsents issued to non-employees for services@muated for at fair value and are
marked to market until service is complete. We hasteissued warrants or any other equity instrusiemton-employees in any period
presented and have not recognized any expenset&tanding warrants in any period presented.

At December 31, 2005, we had several active stadlet employee compensation plans which are dedaribee fully in Note 11. We
account for these plans under the recognition asasutrement principles of APB Opinion No. 25, “Acoting for Stock Issued to Employees,”
and related interpretations. In fourth quarter 2008 accelerated the vesting of all stock optioh&ctvwere scheduled to vest on or after
January 1, 2006. As a result, options to purchppeoaimately 0.8 million shares of our common stdblat would otherwise have vested at
various times over the next six years, have bedoihevested. We recorded a charge of approxima$@ly2 million related to the acceleration.
No other optio-based employee compensation cost is reflectedtimnome, as all options granted under those glaxe an exercise price
equal to the market value of the underlying comrmsimek on the date of grant. The following tablastkates the effect on net income and
earnings per share if we had applied the fair vedgegnition provisions of FASB Statement No. 12&;counting for Stock-Based
Compensation,” to stock-based employee compensgtidhousands, except per share data):

For the Year Ended December 31 2005 2004 2003
Net income applicable to Comm:
Shareholder- as reportet $54,68: 3 89  $34,33.
Add: Stocl-based employee compensation expense includeddnteelpnet incom: 9,76¢ 6,10(C 1,34¢
Deduct: Total stock-based employee compensatioaresgpdetermined under fair value based method

for all awards (a (20,789 (14,499 (13,477
Tax effect (b) 3,74¢ 2,854 —
Net (loss) income applicable to Common Sharehol- pro forma $47,417 $ (5,45)) $22,20¢
Net income (loss) per she- as reporte« basic 1.01 0.0C 0.62
Net income (loss) per she- as reporte« diluted 0.9¢ 0.0C 0.5¢
Net (loss) income per she— pro forma— basic 0.8¢ (0.10 0.4C
Net (loss) income per she- pro forma- diluted 0.8: (0.10 0.37

(@) In 2005, we recorded a p-forma charge of $7.1 million associated with theeleration of 0.8 million unvested optiol

(b) In 2004, the pro forma tax effect has been limitethx effects directly related to additional st-based compensation expense recogr
in the period for pro forma purposes. In our intarreport for third quarter 2004 we had included talk effects associated with
recognizing stock-based employee compensation sgpeing the fair value method. No pro forma téeothas been recognized for
periods prior to 2004 due to the limited amountesferal and state tax expense recognized in sucbdse

The fair value of each option grant is estimatedh@ndate of grant using the Black-Scholes optidcing model with the following
weighted-average assumptions:

For the Year Ended December 31 2005 2004 2003
Expected option life (in year: 5.7 4.8 4.7
Risk-free interest rat 4.1% 3.5% 2.5%
Volatility 80% 86% 104%
Dividend yield — — —
Weighted average fair vall $12.7¢ $19.5¢ $15.9¢

In December 2004, the Financial Accounting Stansl&ualard, or FASB, issued SFAS No. 123 (revised P(Share-Based Paymer.



SFAS No. 123(R) requires that compensation coating to share-based payment transactions be rizeubim
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financial statements. On April 14, 2005, the U.8cBities and Exchange Commission adopted a neamakending compliance dates for Sl
No. 123(R). In accordance with the new rule, thepaating provisions of SFAS No. 123(R) will be efiee for InterDigital beginning firs
guarter 2006. We currently expect to adopt the isions of SFAS No. 123(R) using the modified-pragpe method. SFAS No. 123(R)
requires that compensation cost relating to shasedh payment transactions be measured based fairtha@lue of the instruments issued.
SFAS No. 123(R) covers a wide range of share-besepensation arrangements including share optiestjcted share plans, performance-
based awards, share appreciation rights and empklyare purchase plans. SFAS No. 123(R) replackS 8I6. 123 and supersedes APB
Opinion No. 25. As originally issued in 1995, SFNS. 123 established as preferable the fair-valisathanethod of accounting for shdrasec
payment transactions with employees. However, Staement permitted entities the option of contigub apply the guidance in Opinion 25,
as long as the footnotes to financial statememstsd@ied what net income would have been had tHerptde fair-value-based method been
used.

In fourth quarter 2005, we accelerated the vegiifragl remaining unvested options. We recordeda @ of approximately $0.2 million
related to the acceleration. This charge was basedrt, on our estimate that approximately 12%hefaccelerated options would have been
forfeited had the acceleration not occurred. Theelgcation eliminates a non-cash charge of apprataily $7.1 million that would have been
recognized under SFAS 123(R) over the next sixs/aalle adopted this standard effective January 06.20/e will continue to recognize
expense for our remaining equity-based incentieg@ms and do not believe the adoption of thisdgtechwill have a material impact on our
financial statements.

Concentration of Credit Risk and Fair Value of Fingial Instruments

Financial instruments that potentially subjectaisancentration of credit risk consist primarilyaafsh equivalents, short-term
investments, and accounts receivable. We placeaslr equivalents and sheéetm investments only in highly rated financialtmsnents and i
United States Government instruments.

Our accounts receivable are derived principallyrfimatent license agreements and engineering ssrit®ecember 31, 2005, four
customers represented 31%, 19%, 14% and 14%, tespecof our accounts receivable balance. At Deler 31, 2004, two customers
represented 52%, and 36%, respectively, of ourwadsaeceivable balance. We perform ongoing ceadituations of our customers who
generally include large, multi-national, wirelesletommunications equipment manufacturers. We \eelieat the book value of our financial
instruments approximate their fair values.

Impairment of Lonc-Lived Assets

Pursuant to SFAS No. 144, “Accounting for the Inpegnt or Disposal of Long-Lived Assets”, we evatulming-lived assets and
intangible assets for impairment when factors iattichat the carrying value of an asset may notbeverable. When factors indicate that <
assets should be evaluated for possible impairmenteview the realizability of our long-lived atséy analyzing the projected undiscounted
cash flows in measuring whether the asset is reable In 2005, we recorded an impairment to owediassets of approximately $0.2 million
in connection with our 2005 Repositioning (Note Md. such adjustments were recorded in 2004 or 2003.

Income Taxes

Income taxes are accounted for under the assdiadnility method. Under this method, deferred tasets and liabilities are recognized
for the estimated future tax consequences attiiiheita differences between the financial statensantying amounts of existing assets and
liabilities and their respective tax bases, andatpeg loss and tax credit carryforwards. Defert@dassets and liabilities are measured using
enacted tax rates in effect for the year in whiaise temporary differences are expected to be esedwor settled. The effect on deferred tax
assets and liabilities of a change in tax ratesdsgnized in the Consolidated Statement of Opmratin the period that includes the enactment
date. A valuation allowance is recorded to redheecarrying amounts of deferred tax assets if memagt has determined that it is more lik
than not that such assets will not be realized.

In addition, the calculation of tax liabilities iolwves significant judgment in estimating the impafictincertainties in the application of
complex tax laws. We are subject to complianceesgsiby the Internal Revenue Service (“IRS”) anceothxing jurisdictions on various tax
matters, including challenges to various positimesassert in our filings. Certain tax contingen@es recognized when they are determined to
be probable and reasonably estimable. We believieawe adequately accrued for tax contingencieshitaa met both the probable and
reasonably estimable criteria. As of December 80D52and 2004, there are certain tax contingenbigseither are not considered probable or
are not reasonably estimable by us at this timédrevent that the IRS or another taxing jurisdictevies an assessment in the future, it is
possible the assessment could have a materialseleéect on our consolidated financial conditiomesults of operations.

We recognize deferred tax assets related to deffeereenue for both U.S. Federal Income Tax purpasd:on-U.S. jurisdictions that
assess a source withholding tax on related roypayynents. We expense these deferred tax assetsdrdance with FAS 109 as we recognize
the revenue and the related temporary differeneesrse. In 2005, 2004 and 2003, we paid approxiynaszo, $3.9 million and $9.5 million of
foreign source withholding tax and recognized apipnately $2.1 million, $4.5 million and $7.4 millig respectively, of foreign source
withholding tax expense in our income tax provisiomccordance with this policy.

Net Income Per Common Sha

Basic earnings per share (EPS) are calculatedvigimty income available to common shareholdershieywteighted-average number of
common shares outstanding for the period. Dilute& Eeflects the potential dilution that could ocfuptions, warrants or other securities
with features that could result in the issuanceasfimon stock were exercised or converted to constak. The following tables reconcile 1
numerator and the denominator of the basic andediloet income per share computation (in thousanagpt for per share data):
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Income Shares Per-Share
For the Year Ended December 31, 2005 (Numerator) (Denominator) Amount
Income per Shar- Basic:
Income available to common shareholc $ 54,68¢ 54,05¢ $ 1.01
Dilutive effect of options and warrar — 3,10¢ (0.05)
Income per Shar- Diluted:
Income available to common shareholders plus diéugiffects of options and warral $ 54,68¢ 57,16! $ 0.9¢
Income Shares Per-Share
For the Year Ended December 31, 20C (Numerator) (Denominator) Amount
Income per Shar- Basic:
Income available to common shareholc $ 89 55,26¢ $ 0.0C
Dilutive effect of options, warrants and convetilpreferred stoc — 3,811 0.0C
Income per Shar- Diluted:
Income available to common shareholders plus diéugiffects of options, warrants and
convertible preferred stoc $ 89 59,07¢ $ 0.0C
Per-Share
Income Shares
For the Year Ended December 31, 2003 (Numerator) (Denominator) Amount
Income per Shar- Basic:
Income available to common shareholc $ 34,330 55,27 $ 0.6z
Dilutive effect of options, warrants and convetilpreferred stoc — 4,42( (0.04)
Income per Shar- Diluted:
Income available to common shareholders plus a#utffects of options, warrants a
convertible preferred stoc $ 34,33. 59,69! $ 0.5¢
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For the years ended December 31, 2005, 2004 arf] 8pfons and warrants to purchase approximat@yrillion, 1.7 million and
1.1 million shares, respectively, of common stoekevexcluded from the computation of diluted EP&lse the exercise prices of the options
were greater than the weighted average market pfioar common stock during the respective perents, therefore, their effect would have
been anti-dilutive.

Recent Accounting Pronouncemen

In December 2004, the FASB issued SFAS No. 15changes of Nonmonetary Assets-an amendment oOfiibn No. 29 (“ SFAS
No0.15%2"). The guidance in APB Opinion No. 29, “Accountifiy Nonmonetary Transactions” (“APB No. 29"), iaded on the principle that
exchanges of nonmonetary assets should be medsased on the fair value of the assets exchangedgtidance in APB No. 29, however,
included certain exceptions to that principle. SI& 153 amends APB No. 29 to eliminate the exoapfibr nonmonetary exchanges of
similar productive assets and replaces it withreegal exception for exchanges of nonmonetary asisetslo not have commercial substance.
SFAS No. 153 is effective for such exchange tratisas occurring in fiscal periods beginning aftend 15, 2005. We do not believe that
adoption of this standard will have a material ictpan our financial statements.

In May 2005, the FASB issued SFAS No. 154ctounting Changes and Error Corrections-a replaeatrof APB Opinion No. 20 and
FASB Statement No.” (“SFAS No. 154"). SFAS No. 154 replaces APB OpmiNo. 20, “Accounting Change$ and FASB Statement No. 3,
“ Reporting Accounting Changes in Interim Financitt®ments” and provides guidance on the accounting for rapebrting of accounting
changes and error corrections. It establishesspéaiive application, or the latest practicabledas the required method for reporting a ch
in accounting principle and the reporting of a eotion of a material error. SFAS No. 154 is effeefior accounting changes and corrections of
errors made in fiscal years beginning after Decermibe2005. We will apply the applications of SFAS. 154 beginning January 1, 2006 if
and when required.

Change in Classification
The classification of certain prior period amoumése been changed to conform to the current yesmeptation.

3. GEOGRAPHIC/CUSTOMER CONCENTRATION

We have one reportable segment. As of Decembe&®B, substantially all of our revenue was derifrech a limited number of
customers based outside of the United States (phljndapan and Europe). These revenues were paiddndollars and not subject to any
substantial foreign exchange transaction risk. myu#005, 2004, and 2003, revenue from our Japasddasensees comprised 68%, 77%, and
64% of total revenues, respectively.

During 2005, 2004, and 2003, the following custosrezcounted for 10% or more of total revenues:

2005 2004 2003
NEC Corporation of Jape 30% 43% 29%
Sharp Corporation of Japi 22% 24% 25%
Sony Ericsson Mobile Communications / €) 12% 29%

(@) Lessthan 109

4. SIGNIFICANT AGREEMENTS AND EVENTS
LG Electronics Inc.

On January 18, 2006, we entered into a worldwide;tnansferable, non-exclusive, patent licenseagent with LG Electronics Inc.
(LG). The five-year patent license agreement, éffeclanuary 1, 2006, covers the sale, both poidanuary 1, 2006 and during the five-year
term, of terminal units compliant with all TDMA-bed Second Generation (2G) standards (including I38; GSM, GPRS, and EDGE) and
all Third Generation (3G) standards (including WCBANM D-SCDMA and cdma2000 technology and its extems), and infrastructure
products compliant with cdma2000 technology anéxtgnsions up to a limited threshold amount, udlgratents owned by us prior to and
during the term of the license. At the end of tlve fear term, LG will receive a paid-up licensesédl single-mode GSM/GPRS/EDGE
terminal units under the patents included in themaicense agreement. Under the terms of thenpltense agreement, LG paid us the first of
three equal installments of $95 million in firstagter 2006. The remaining two installments areiduge first quarters of 2007 and 2008,
respectively. We are recognizing the revenue aasatiwith this agreement on a straight-line basisifit's inception through December 31,
2010.
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Technology Solution Agreements

In December 2004, we entered into an ageaémith General Dynamics C4 Systems (f.k.a, Gérgyaamics Decision Systems, Inc.)
(General Dynamics), to serve as a subcontractth@iobile User Objective System (MUOS) programtfer U.S. military. MUOS is an
advanced tactical terrestrial and satellite commations system utilizing 3G commercial cellulartteclogy to provide significantly improved
high data rate and assured communications forwka#ighters. The Software License Agreement (SL&guires us to deliver to General
Dynamics standards-compliant WCDMA modem technojagiginating from the technology we developed urmle agreement with Infineon
Technologies AG, for incorporation into handheldhtmals. We have also provided product trainingarttie SLA and will provide
maintenance for a period of three years, begindémyary 1, 2006.

In August 2005, we entered into an agreement whihif® Semiconductors B.V. (Philips) that requitesto deliver our HSDPA
technology solution to Philips for integration irhilips’ 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 praggbroximately 2 years.

We are accounting for portions of these and otbehriology solutions agreements using the percemthigempletion method. From the
inception of these agreements through Decembe2@®, we had recognized related revenue of appratein$18.9 million using the
percentage-of-completion method, including $18.8ioni in 2005. Our accounts receivable at Decen#igr2005 and 2004 included unbilled
amounts of $4.1 million and $0.1 million, respeetiv

2005 Repositioning

In August 2005, we announced plans to close oubMehe, Florida design facility. We ceased our tigyaent activity at this facility in
third quarter 2005 and relocated certain developrafarts and personnel to other Company locativvs.closed the facility in fourth quarter
2005. On the date of the announced closing, there thirty-three full or part-time employees astfacility, of which, five fulltime employee
have accepted offers of continued employment elseswvithin our organization. We expect the repositig to result in annual pre-tax cost
savings of approximately $6.0 million.

In connection with the closure, we expect to re@grnepositioning charges totaling approximatelyéhillion, comprised of severance
and relocation costs of $1.1 million and facilitpsing costs of $0.5 million. The facility closimgsts include lease termination costs, fixed
asset writeoffs and costs to wind down the facii{e recorded approximately $1.5 million of thisaoe in 2005 and expect to record the
majority of the remaining charges during the fgist months of 2006. The 2005 charge was compri§édth severance and relocation costs
($1.0 million) and facility closing costs ($0.5 tiwh). At December 31, 2005, our accrued liabifi¢yating to the repositioning charge was
approximately $0.1 million.

2004 Repositioning

In second quarter 2004, we reduced our headcoub ®mployees and recorded a charge of approxiyn®feb million associated with
this repositioning. The charge was comprised priljnaf severance and other cash benefits assocwitbdhe workforce reduction. During the
balance of 2004, we adjusted our repositioningghaiy less than $0.1 million and completely satfll liabilities associated with this
restructuring. We believe that our financial obtigas associated with this repositioning are sutigtlly complete and do not expect to report
further costs associated with the repositioning.

Acquisition of Patents and Other Asse

In July 2003, we entered into an Asset Purchasedgent (the Asset Purchase Agreement) with Windslleiidings, Inc. (formerly
known as Tantivy Communications, Inc., “Windshiftpursuant to which we acquired substantiallytadl assets of Windshift. Included in the
acquisition were patents, patent applications, khow, and state-of-the-art laboratory facilitielted to cdma2000, smart antenna, wireless
LAN and other wireless communications technologlése acquisition included patents and patent agdios to which we had previously
acquired rights under a patent license agreemehtWindshift. We acquired these assets to stremglie existing cdma2000 patent portfolio
and competitive position in that marketplace, besadur offering to potential licensees and techgyloartners and eliminate contingent
payment obligations we had to Windshift in conrattivith the license we entered into with them i920egarding the cdma2000-related
patents.

The purchase price for the acquisition was $1118amj consisting of approximately $10.0 million dash and the cancellation of
approximately $1.5 million in outstanding indebteds owed to us by Windshift. In addition, undertdrens of the Asset Purchase Agreement,
Windshift will be entitled to receive, for a perioflapproximately five years, 1% and 4%, respebtivaf amounts we receive from the
licensing or sale of smart antenna and 802.11léutelal property acquired from Windshift (“the Eaoat”). We have not incurred any royalty
obligations at this time. In addition to the pursdarice, we incurred approximately $0.4 millioracfjuisition related costs.
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We accounted for this asset acquisition under FAB'Business Combinations.The following table summarizes the estimated fair
values of the assets acquired. Additional paymeen@indshift under the Earn-out may result in teeagnition of goodwill, which would be
subject to impairment testing in accordance withSH42 “Goodwill and Other Intangible Assets

(In thousands;
Property and Equipme $ 552
Patents 11,32«
Total assets acquire $ 11,87¢

As indicated in the table above, the majority & gurchase price has been allocated to patentghvétiemainder allocated to fixed ass
We have estimated the useful life of the acquiratipts to be 15 years. We have estimated the Usafslof the acquired fixed assets to be
between 3 and 10 years.

In connection with the acquisition, we opened agirgering design center in Melbourne, Florida aindchl10 individuals that were
formerly employed by Windshift. Beginning July 2003, we included the results of the Melbournegtesenter, amortization of the acquired
patents, and depreciation of the acquired fixedtasa our results of operations. As discussed alooner2005 Repositioning”we closed thi
facility in fourth quarter 2005.

The following unaudited pro forma combined resoft®perations is provided for illustrative purposesy and assumes this acquisitiol
assets occurred as of the beginning of each giehieds presented. The unaudited pro forma comHinadcial results do not purport to be
indicative of the results of operations for futperiods or the results that actually would haventrealized had the entities been a single entity
during these periods.

2003
Pro forma revenu $114,57:
Pro forma net incom $ 31,65
Diluted net income per share, as repo $ 0.5¢
Diluted net income per share, pro for $ 0.5€
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5. PROPERTY AND EQUIPMENT

December 31,
2005 2004
(In thousands)
Land $ 69t $ 69
Building and improvement 6,07t 5,99¢
Machinery and equipmel 13,45¢ 11,75¢
Computer equipmet 15,65: 14,28
Computer softwar 15,28¢ 13,931
Furniture and fixture 4,11( 4,02(
Leasehold improvemen 2,37¢ 2,312
57,64¢ 53,001
Less: Accumulated depreciati (46,989 (42,28%)

$ 10,66( $ 10,71¢

Depreciation expense was $5.1 million, $5.3 milliand $6.4 million in 2005, 2004 and 2003, respetyi Depreciation expense included
depreciation of computer software costs of $1.3ioni] $2.0 million and $2.7 million in 2005, 20042003, respectively. Accumulated
depreciation related to computer software costs®&s1 million and $11.8 million at December 3102@&nd 2004, respectively.

6. OBLIGATIONS

December 31,
2005 2004
(In thousands)

Credit facility — —
Mortgage deb $1,601 $1,77

Capital lease 321 107
Total lon¢-term debt obligation 1,92z 1,88¢
Less: Current portio (350 (212

$1,572 $1,672

In December 2005, we entered into a two-year $6lomiunsecured revolving credit facility (the CreAgreement). The Credit
Agreement was entered into by the Company, Barfknodrica, N.A., as Administrative Agent, and CitiseBank of Pennsylvania. At our
option, borrowings under the Credit Agreement tdhr interest at LIBOR plus 75-90 basis pointsedelng on the level of borrowing under
the credit facility, or under certain conditiongta prime rate or if higher, 50 basis points abibeFederal Funds Rate. The Credit Agreement
further contains certain customary restrictive ficial and operating covenants which, among othiag#h require us to (i) maintain certain
minimum cash and short-term investment levels ®5 imes outstanding borrowings subject to adjustsidefined in the agreement,

(i) maintain minimum financial performance requirents as measured by our income or loss befors,tasih certain adjustments, and

(iii) limit or prohibit the incurrence of certaimdebtedness and/or liens, judgments above a tHieahwunt for which a reserve is not
maintained, and certain other activities outsidedfdinary course of business. Borrowings undeCttealit Agreement can be used for general
corporate purposes including capital expenditusesking capital, letters of credit, certain perméitacquisitions and investments, cash
dividends and stock repurchases. As of Decembe2@®15, we did not have any amounts outstandingruheéeCredit Agreement.

During 1996, we purchased our King of Prussia, Bgiania facility for $3.7 million, including cas#f $0.9 million and a 16-year
mortgage of $2.8 million with interest payable aate of 8.28% per annum.

Capital lease obligations are payable in monthéyaliments at an average rate of 5.68%, througfi.Z0iBe net book value of equipment
under capitalized lease obligations was $0.3 nnilab December 31, 2005 and $0.1 million at Decerdtie2004.

Maturities of principal of the long-term debt oldigpns as of December 31, 2005 are as followsh@rusands):

2006 $ 35C
2007 36¢
2008 22F
2009 24E
2010 26€
Thereaftel 467

$1,92:
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7. COMMITMENTS
Leases

We have entered into various operating lease agnetsmTotal rent expense, primarily for office spagas $3.1 million, $2.7 million,
and $2.6 million in 2005, 2004 and 2003, respebtivdinimum future rental payments for operatingdes as of December 31, 2005 are as
follows (in thousands):

2006 $2,65¢
2007 314
2008 —
2009 —
2010 —
Thereaftel —

8. LITIGATION AND LEGAL PROCEEDINGS
Nokia
Nokia Arbitration

In July 2003, Nokia Corporation (Nokia) filed a Regt for Arbitration against InterDigital Communticas Corporation (IDCC) and
ITC, regarding Nokias royalty payment obligations for its worldwideesabf 2G GSM/TDMA and 2.5G GSM/GPRS/EDGE producigeu the
existing patent license agreement (Nokia Licenseegignent) with ITC (Nokia Arbitration). The arbitiat proceeding related to ITC’s claim
that the patent license agreement ITC signed wélefonakiebolaget LM Ericsson and Ericsson Incliéctively, Ericsson) (Ericsson
Agreement) and the patent license agreement ITiadigvith Sony Ericsson Mobile Communications ABr{$s&ricsson) (Sony Ericsson
Agreement) in March 2003 triggered Nokia’'s obligatto pay royalties on its worldwide sales of cete2G GSM/TDMA and 2.5G
GSM/GPRS/EDGE terminal units and infrastructure g@ncing January 1, 2002.

An evidentiary hearing was conducted in Januanbaf0an arbitral tribunal (Arbitral Tribunal) opéireg under the auspices of the
International Court of Arbitration of the Internatial Chamber of Commerce (ICC). In June 2005, ttstéal Tribunal rendered a Final Awal
holding that (i) the Ericsson Agreement triggereakid’s obligation to pay royalties to us for satédsovered 2G and 2.5G infrastructure in the
period from January 1, 2002 through December 3@628nd (ii) the Sony Ericsson Agreement triggeMedia’s obligation to pay royalties to
us for sales of covered 2G and 2.5 terminal uniggeriod from January 1, 2002 through DecembeB8@6. Based on the terms of the Ericsson
Agreement and the Sony Ericsson Agreement, thetratfiribunal established royalty rates that argliapble to Nokia’'s sales of covered 2G
and 2.5 terminal units and infrastructure in thexiqd.

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 December 2005, the presiding Districtgriéssued an order confirming the Final Award sneibtirety. In January 2006, Nokia file
Notice of Appeal of that order to the United StaBesirt of Appeals for the Second Circuit (Seconet@t). On March 13, 2006, the Secc
Circuit ordered that the oral arguement of the appdl be heard no earlier than the week of JWy 2006. We intend to vigorously oppose
Nokia's efforts to appeal.
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Also in December 2005, IDCC and ITC took actiontitize the dispute resolution process in accordamith the terms of their patent
license agreement with Nokia and a related magteremment between the parties. This dispute resolyiocess involves a timetable for
discussions, senior representative meetings anéudume initiation of arbitration, if necessary,daseeks to address issues raised by Nokia’s
failure to abide by the Final Award. IDCC and IT pursuing the dispute resolution process in ormeccelerate the resolution of several
issues including, without limitation, total amoutdsbe paid pursuant to the Final Award, includimgrest, and Nokia's failure to submit
royalty reports and refusal to permit an audit okM’s books and records to determine amounts|f@C and ITC seek to resolve any and all
unresolved issues that may impact a determinafitimecamount to be paid under the Final Award.

Nokia Texas and North Carolina Proceedings

In July 2003, Nokia filed in the United States BidtCourt for the Northern District of Texas (Dist Court) a motion to intervene and to
gain access to documents previously sealed by isteidd Court in the now-settled litigation betwelCC and ITC and Ericsson, Inc.
(Ericsson Litigation). We filed a response oppogimgrequest to intervene and opposing the redoeatcess to the documents. The District
Court granted Nokia’s motion to intervene in th&cgson Litigation and provided Nokia with documantess on a limited basis. Nokia
subsequently filed a motion to reinstate certadeos that were vacated in the Ericsson Litigatwmch motion was granted by the trial court.
We appealed that ruling to the U.S. Court of Appdat the Federal Circuit (Circuit Court). On Aug@805, the Circuit Court ruled in favor of
IDCC and ITC and reversed the District Court’s oydi@ding that the District Court had committedarin permitting Nokia to intervene. The
Circuit Court reversed the District Court’s decigavhich had both granted intervention and reiest#tte prior vacated orders, which orders
had been vacated as part of the settlement ofribedén Litigation.

In late 2004, Nokia sought to enforce two subpoésgsed by the Arbitral Tribunal in the above désent arbitration proceeding to
Ericsson and Sony Ericsson seeking certain docien&hbse enforcement actions were commenced iReteral District Court for the
Northern District of Texas and the Federal Dist@oturt for the Eastern District of North Carolitia.February 2005, Nokia withdrew bc
enforcement actions.

Nokia UK Proceedings

In June 2004, Nokia commenced a patent revocatiocepding in the English High Court of Justice, @y Division, Patents Court,
seeking to have three of ITC’s UK patents declangdlid (UK Revocation Proceeding). Nokia also sealDeclaration that manufacture and
sale of GSM mobiles and infrastructure equipmemmltant with the ETSI GSM Standard (Release 4) aitHicense from ITC does not
require infringement of the 3 UK patents, so thatenof the patents are essential IPR for that stahd he hearing on this matter commenced
early November 2005 and after several recessedurtattat the end of January 2006, with a decisidmetissued thereafter by the High Court.

In July 2005, Nokia filed a claim in the EnglishgHiCourt of Justice, Chancery Division, Patentsr€against ITC. Nokia's claim seeks
a Declaration that thirty-one of ITC’s UMTS Europdaatents registered in the UK are not essentilftl the 3GPP standard. We intend to
vigorously defend our position and are contestigi®'s claim of jurisdiction in the High Court.

Nokia Delaware Proceeding

In January 2005, Nokia and Nokia, Inc. filed a ctaim in the United States District Court for thésBict of Delaware against IDCC and
ITC for declaratory judgments of patent invalidigd non-infringement of certain claims of certaitgmts, and violations of the Lanham Act.
In December 2005, as a result of our motion to disrall of Nokia’s claims, the Delaware District@bentered an order to grant our motion to
dismiss all of Nokia’s declaratory judgment claichee to lack of jurisdiction. The Delaware Distr@burt did not dismiss Nokia's claims
relating to violations of the Lanham Act. Under ttenham Act claim, Nokia alleges that we have Uatsk or misleading descriptions or
representations regarding our patents’ scope,itgl@hd applicability to products built to comphith 3G wireless phone standards, and that
such statements have caused Nokia harm.

Samsung

In 2002, during an arbitration proceeding, Samdkilegtronics Co. Ltd. (Samsung) elected, under ah Bl&use its 1996 patent license
agreement with ITC (Samsung Agreement), to haves8agis royalty obligations commencing January D2for 2G GSM/TDMA and 2.5G
GSM/GPRS/EDGE wireless communications productsaterthined in accordance with the terms of the Nbkianse agreement, including
most favored licensee (MFL) provision. By noticeMarch 2003, ITC notified Samsung that such Samsilntigations had been defined by the
relevant licensing terms of the Ericsson Agreenfamtinfrastructure products) and the Sony Ericségneement (for terminal unit products)

a result of the MFL provision in the Nokia Licensgreement.
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In November 2003, Samsung filed a Request for Aatin with the International Chamber of Commergaiast IDCC and ITC
regarding Samsung’s royalty payment obligationd @ for its worldwide sales of 2G GSM/TDMA and 2.585M/GPRS/EDGE products
(Samsung Arbitration). This arbitration proceediatates to ITCS claim that the Ericsson Agreement and the Soigs&orn Agreement defin
the financial terms under which Samsung is requiogehy royalties on its worldwide sales of 2G GEMMA and 2.5G GSM/GPRS/EDGE
products commencing January 1, 2002 through DeceB1he€006. We also seek a declaration that thigegarights and obligations are
governed by the Samsung Agreement, and that th@aNdtense Agreement dictates only Samsung'’s rgyaitigations and most favored
licensee rights for those TDMA products licensedemthe Samsung Agreement. Samsung is seekingardeation that Samsung’s
obligations are not defined by the Ericsson Agrediitbe Sony Ericsson Agreement, or the Final Awarthe Nokia arbitration. In the
alternative, Samsung seeks to determine the anoduiné appropriate royalty to be paid, which issahtially less than the amount that we
believe is owed. Samsung is also seeking a detatimimthat it has succeeded to all of No&i&€DMA license rights, including its 3G license
the arbitration panel were to agree with Samsupg&tion on Nokia's CDMA rights, Samsung would hsed to sell 3G products on the
same terms as Nokia.

In January 2006, an evidentiary hearing was comdli¢tbsent a resolution by the parties to thisutispthe presiding ICC Arbitral
Tribunal will render a decision.

Lucent

In March 2004, Tantivy Communications, Inc., oneaf wholly-owned subsidiaries, filed a lawsuit in the Unitedt&s District Court fc
the Eastern District of Texas against Lucent Teldgies, Inc. (Lucent), a leading manufacturer aha2000 infrastructure equipment. The
case was originally based on our assertions ahgément by Lucent of nine of Tantivy’s U.S. paterfthe lawsuit sought damages for past
infringement and an injunction against future inf@ment, as well as interest, costs and attorriegs: Lucent responded to the lawsuit den
any infringement, and sought a declaration of nmdriigement and alleged that the patents were iitheald requested attorneys’ fees and costs.

In November 2005, Tantivy and Lucent agreed to disrthe patent infringement litigation between themd, together with IDCC,
entered into a combined patent license and techgalgreement. Under the terms of the agreemengritus 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’'sna2000 infrastructure products. In addition, IDG@ &ucent agreed to cooperate on
advanced technology programs.

Federal

In October 2003, Federal Insurance Company (Fedéhal insurance carrier which provided partiahieiirsement to the Company of
certain legal fees and expenses for the now-sditigdtion involving the Company and Ericsson lraelivered to us a demand for arbitration
under the Pennsylvania Uniform Arbitration Act. Eeal claims, based on their determination of exgrbetilue to the Company resulting from
our settlement involving Ericsson Inc., that aruiasice reimbursement agreement (Agreement) requsrés reimburse Federal approximately
$28.0 million for attorneys’ fees and expensedaiines were paid by it. Additionally, under certa@incumstances, Federal may seek to recover
interest on its claim. In November 2003, the Comypielad an action in United States District Cowt the Eastern District of Pennsylvania (
Court) seeking a declaratory judgment that the beirsement agreement is void and unenforceableirgpsdimbursement of attorneys’ fees
and expenses which have not been reimbursed bydteshe which were paid directly by the Compangamnection with the Ericsson Inc.
litigation, and seeking damages for Federhkd faith and breach of its obligations underitsarance policy. In the alternative, in the evibe
reimbursement agreement was found to be valid afataeable, the Company was seeking a declaratoignent that Federal would have
been entitled to reimbursement based only on cep@itions of amounts received by the Company fiEgiosson Inc. pursuant to the settlen
of the litigation involving Ericsson Inc. Federaljuested the Court dismiss the action and/or Heventatter referred to arbitration.

In October 2005, the Court filed an order grantmgart and denying in part Federal’s motion tardis the Company’s complaint. As
part of its decision, the Court determined thatAlyeeement between Federal and the Company (whigkément served as a basis for
Federal's demand to recover any legal fees andnsesg is enforceable, but did not address whetbderal 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 subsatly was denied. An arbitrator has
been selected and the parties are currently iptbeess of preparing for arbitration. A hearingedads not been scheduled.

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

We have filed patent applications in the United&tand in numerous foreign countries. In the @irtourse of business, we currently
are, and expect from time-to-time to be, subjeathtallenges with respect to the validity of ourguess 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@néged, our patent licensing opportunities couldriaerially 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 examm@easould have a disagreement with a licensee dgetarhount of reported sales of covered
products and royalties owed. Our patent licenseegents typically provide for arbitration as thechanism for resolving disputes. Arbitration
proceedings can be resolved through an award reddigran 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 relateditardgellectual property, but also arising in
the ordinary course of our business. Based upamrirdtion presently available to us, we believe thatultimate outcome of these other
disputes and legal actions will not have a matexikierse affect on us.

9. RELATED PARTY TRANSACTIONS

In 2005, 2004 and 2003, we engaged a consultingdind paid less than $0.1 million, $0.1 million &&d7 million, respectively, for the
services. One of our outside directors is Chairafathe Advisory Board to the consulting firm. Owdrsd member did not receive any direct
compensation or commissions related to the engagteme

We paid less than $0.1 million to a consultantsiervices in 2003 prior to his appointment to ouamioof Directors in December, 2003.

10. PREFERRED STOCK

During second quarter 2004, our Board of Directpproved the redemption of all shares outstandimgin$2.50 Cumulative
Convertible Preferred Stock (Preferred Stock). ¥éeied a redemption notice for 52,762 shares oéResf Stock outstanding as of June 15,
2004. The holders of the Preferred Stock wereledttb convert their Preferred Stock at any timemo the July 19, 2004 redemption date
conversion rate of 2.08 shares of our common dmckach share of Preferred Stock. Between theafatar redemption notice and the
redemption date, 50,738 shares of Preferred Steck wonverted. In early third quarter 2004, we paidroximately $51,000 to fulfill our
redemption obligation, the redemption price bei@§.80 per share plus accrued dividends, for theanging 2,024 Preferred Shares.
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Prior to the above-noted redemption, the holdets®Preferred Stock were entitled to receive, wdrahas declared by our Board of
Directors, cumulative annual dividends of $2.50 gfeare payable in cash or common stock at ouriefe¢tubject to a cash election right of
holder), if legally available. Such dividends weayable semi-annually on June 1 and December 1PTéferred Stock was convertible into
common stock at any time prior to redemption abvaversion rate of 2.08 shares of common stockdchehare of preferred. In 2004 and
2003, we declared and paid dividends on the PexleBtock of $66,000 and $133,000, respectivelys&hkvidends were paid with both cash
of $37,000 and $77,000 and shares of our commak stfol,759 and 2,593 in 2004 and 2003, respegtivel

11. COMMON STOCK COMPENSATION PLANS
Stock Compensation Plar

We have stock-based compensation plans under wdtegtgnding on the plan, directors, employees, dtamgs and advisors can receive
stock options, stock appreciation rights, restda®ck awards and other stock unit awards.

Common Stock Option Plans

We have granted options under two incentive stqtlon plans, three non-qualified stock option pland two plans which provide for
grants of both incentive and non-qualified stockas (Pre-existing Plans) to non-employee dire;tofficers and employees of the Company
and other specified groups, depending on the parfurther grants are allowed under the Pre-exgsBtans. In 2000, our shareholders
approved the 2000 Stock Award and Incentive Pl@@ZPlan) that allows for the granting of incentarel non-qualified options, as well as
other securities. The 2000 Plan authorizes the affd sale of up to approximately 7.4 million slsaoé common stock. The Board of Directors
or the Compensation and Stock Option Committe@®Board determine the number of options to betgdatunder the terms of the 2000
Plan, the option price cannot be less than 100%eofair market value of the common stock at the dé grant.

In 2002, the Board of Directors approved the 20@ISAward and Incentive Plan (2002 Plan) thatadidor the granting of incentive
and non-qualified options, as well as other seiesrib Company employees who are not subject toeperting requirements of Section 16 of
the Securities Act of 1934 or an “affiliate” for qmoses of Rule 144 of the Securities Act of 1938 2002 Plan authorizes the offer and sale of
up to 1.5 million shares of common stock. The Ba#rBirectors or the Compensation and Stock OpGommittee of the Board determine the
number of options to be granted. Under the ternte@®002 Plan, the option price cannot be less 188% of the fair market value of the
common stock at the date of grant. In additionesslotherwise modified, no awards may be grantddnthe 2002 Plan after the first quarter
2012.

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

Weighted
Qutstanding Options

Average
Available Exercise

For Grant Number Price Range Price
BALANCE AT DECEMBER 31, 200: 1,87¢ 10,46z $ 0.01-39.0C $ 11.8¢
Granted (999 99¢  $13.2(-25.88 $19.0¢
Cancelec 151 (151) $ 6.5(-39.0C $ 19.3¢
Exercisec — (1,959 $ 0.01-19.1C $ 8.97
BALANCE AT DECEMBER 31, 200: 1,03( 9,35¢ $ 0.01-39.0C $13.11
Granted (390) 39C $15.63-27.2¢ $22.7¢
Cancelec 24t (245) $ 6.31-39.0C $21.4:
Exercisec — (1,030 $ 3.0¢-23.3¢ $10.02
BALANCE AT DECEMBER 31, 200¢ 88t 8,47: $ 0.01-39.0C $ 13.7(
Granted (108) 10€  $15.24-20.7: $17.6:
Cancelec 13€ (23€) $ 9.6(-39.0C $19.7¢
Exercisec — (519 $ 4.9419.77 $ 9.3C
BALANCE AT DECEMBER 31, 200¢ 91c 7,92¢ $ 0.01-39.0C $13.9:

The following table summarizes information regagpihe stock options outstanding at December 315 2idthousands, except for per
share amounts):

Weighted Weighted Weighted
Average
Remaining Average Average
Number Contractual Exercise Number Exercise
Range of Exercise Price QOutstanding Life (years)* Price Exercisable Price
$0.01-5.25 424 4.17 $ 4.7: 424 $ 4.7:
$5.38-5.44 851 1.84 5.4: 851 5.4z
$ 5.50- 8.90 85¢ 6.9 7.0 85¢& 7.0
$8.97-9.52 83 6.5¢ 9.24 83 9.24
$9.60- 9.60 94¢ 5.97 9.6C 94¢ 9.6(
$9.63-11.63 99( 10.1¢ 10.7( 99C 10.7(
$11.64- 13.19 922 5.54 12.4¢ 922 12.4¢
$13.20- 17.00 80¢ 6.5t 15.4:2 80¢& 15.4:
$17.08- 20.19 80z 6.9¢€ 18.5¢ 802 18.5¢
$ 20.38- 39.00 1,23¢ 5.4(C 31.0¢ 1,23¢ 31.0¢
$0.01- 39.00 7,92¢ 6.0¢€ $ 13.9: 7,92¢ $13.9:

* We currently have approximately 250,000 optionsstanding that have an indefinite contractual lMfeese options were granted between
1983 and 1986 under a pre-existing plan. For p@pos$ this table these options were assigned gimafilife in excess of 50 years. The
majority of these options have an exercise priceetiveen $9.63 and $11.¢

Common Stock Warrants

As of December 31, 2005 and 2004, we had warrarnttanding to purchase 80,000 shares of commoR ataan exercise price and
weighted average exercise price of $7.63 per sfiluese warrants are exercisable and will expir20i06. The exercise price and number of
shares of common stock to be obtained upon exer€itese warrants are subject to adjustment ucmleditions specified in the warrant
certificate.

Restricted Stocl

Under our 1999 Restricted Stock Plan, as amend¥B(Rlan), we may issue up to 3.5 million share®stricted common stock and
restricted stock units to directors, employeessatiants and advisors. The restrictions on isshades lapse over periods generally ranging
from 1 to 5 years from the date of the grant. ABetember 31, 2005 and 2004, we had issued 1,9994b 1,447,826 shares, respectively, of
restricted stock and restricted stock units unkderl999 Plan. The related compensation expendedess and will continue to be, amortized
over vesting periods that are generally from 1 y@&rs. The balance of unearned compensation arileer 31, 2005 and 2004 was $5.8
million and $3.3 million, respectively.
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At December 31, 2005 and 2004, we had 6,250,622 @8tb,142 options outstanding, respectively, lizat exercise prices less than the
fair market value of our stock at each balancetsihat®. These options would generate $63.5 millioth $78.9 million of cash proceeds to the
Company if they were fully exercised.

12. SHAREHOLDER RIGHTS PLAN

In December 1996, our Board of Directors (Boardjlaed a distribution under our Shareholder Righén (Rights Plan) of one Right
(as described below) for each outstanding commarestf the Company to shareholders of record #seo€lose of business on January 3,
1997. In addition, any new common shares issued dfinuary 3, 1997 will receive one Right for ee@mmon share. The Rights Plan was
amended in a number of respects with the lateshdments in March 2000. As amended, each Rightexnshareholders to buy one-
thousandth of a share of Series B Junior Particig&referred Stock (Preferred Stock) at a purcipaise of $250 per 1/1000th of a share,
subject to adjustment. Ordinarily, the Rights witit be exercisable until (i) 10 business days dlffterearlier of any of the following events (A)
a person, entity or group other than certain categf shareholders exempted under the Rights (eldkectively, a Person), acquires
beneficial ownership of 10% or more of the Compargutstanding common shares, or (B) a Person pybliecnmences a tender or exchange
offer for 10% or more of the Compamyoutstanding common shares, or (C) a Person publimounces an intention to acquire control olie
Company and proposes in a proxy or consent sdlmitd#o elect such a number of directors, whoéiceédd, would outnumber the Independent
Directors (as defined in the Rights Plan) on thapor (ii) such later date as may be determineddion of a majority of the Independent
Directors prior to the occurrence of any event #jgetin (i) above (Distribution Date). In generfd/lowing the Distribution Date and in the
event that the Company enters into a merger or dilrginess combination with an Acquiring Persons(ash term is defined in the Rights PI
and the Company is the surviving entity, each hotde Right will have the right to receive, upoteecise, units of Preferred Stock (or, in
certain circumstances, Company common shares, pagberty, or other securities of the Company) hg\ value equal to twice the exercise
price of the Right, or if the Company is acquireguch a merger or other business combination, leaicier of a Right will have the right to
receive stock of the acquiring entity having a eadgual to twice the exercise price of the Righe Tompany reserves the right to redeem the
Rights by majority action of its Independent Diggstat any time prior to the date such Rights bexexrercisable. The Rights Plan, as curre
in place, will expire on December 31, 2006 absentes extension, modification or replacement of tigh® Plan by the Board prior to such
date.
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13. TAXES

Our income tax (benefit) provision consists of thiédowing components for 2005, 2004 and 2003 (ioutands):

Current

Federal

State

Alternative Minimum Tax (AMT)
Foreign Income Ta

Foreign source withholding te

Deferred

Federal

State

Foreign source withholding te

Reversal of valuation allowan:
Increase/(decrease) in valuation allowa- federal

Total

Year Ended December 31,

2005 2004 2003
$ 234: $ 7490 $ (759
35C 391 (793)
17C 20 —

— 1,30¢ 3,17(
2,867 9,21( 1,62z
6,93¢ (18,090  3,41¢
— — (410)
2,13¢ 3,15( 4,217
(46,37) (17,069 —
— 18,09C (1,579
(37,29) (13,919 5,647
$(34,43) $ (4,709 $7,26¢
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The deferred tax assets and liabilities are coragrid the following components at December 31, 20052004 (in thousands):

Net operating losse
Deferred revenue, n
R&E credits

Stock compensatic
Patent amortizatio
Depreciatior

AMT credit carryforwarc
Other accrued liabilitie
Other employee benefi

Less: valuation allowanc
Net deferred tax ass

Net operating losse
Deferred revenue, n
R&E credits

Stock compensatic
Patent amortizatio
Depreciatior

AMT credit carryforwarc
Other employee benefi
Other

Less: valuation allowanc
Net deferred tax ass
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2005

Federal State Foreign Total
$29,827 $13,49¢ — $ 43,32¢
35,60: 7,007 3,34¢ 45,95¢
9,29¢ — — 9,29¢
4,551 89¢€ — 5,441
3,21: 632 — 3,84t
1,34¢ 26E — 1,61
1,60 — — 1,60
1,211 23¢€ — 1,44¢
78€ 15% — 941
87,43¢ 22,69: 3,34¢  113,47¢
— (22,697) — (22,697)
$8743t $ — $3,34€ $ 90,78¢

2004

Federal State Foreign Total
$37,99C $10,93¢ —  $ 48,92:
35,16¢ 6,91: 5,481 47,56
10,57¢ — — 10,57¢
82¢€ 162 — 98¢
2,481 48¢ — 2,97¢
90z 177 — 1,07¢
1,29¢ — — 1,29¢
3,027 59t — 3,62z
1,23¢ 245 — 1,47¢
93,51( 19,51: 5,481 118,50:
(66,657  (19,51) — (86,169
$2685 $ —  $5481 $ 32,33¢




The following is a reconciliation of income taxedfee federal statutory rate with income taxes réed by the Company for the years
ended December 31, 2005, 2004 and 2003 (in thoggand

2005 2004 2003
Tax at U.S. statutory ra $ 7,08 $ (1,547 $14,19(
Foreign withholding tax, with no U.S. foreign tavedit 1,38¢ 2,94: 4,861
State tax provisio — — (410
Change in federal and state valuation allowe — 11,77¢ (9,819
Adjustment to tax credit 62€ — (7993
Other 178 (80€) (76%)
Tax provision before adjustments related to fedeée&trred tax asset valuati 9,27t 12,36( 7,26¢
Reversal of federal valuation allowar (46,37) (17,069 —
Change in effective rate applied to federal defktex asset (1,43¢) — —
Other adjustments to deferred tax as 4,10( — —
Total adjustments related to federal deferred tsetvaluatiol (43,709 (17,069 —
Total tax (benefit) provisio $(34,439) $ (4,709 $ 7,26¢

Generally accepted accounting principles requiat We establish a valuation allowance for any partf our deferred tax assets for
which management believes it is more likely thahthat we will be unable to utilize the asset tfsef future taxes. At December 31, 2003, we
provided a full valuation allowance on all defertad assets other than those associated with reviatiwas recognized in the computation of
our foreign source withholding tax liability, bu¢férred for financial statement purposes. In 20 determined that our operating
performance, coupled with our expectations to geeduture taxable income, indicated that it waseniely than not that we would utilize a
portion of our deferred tax assets. Accordinglythind quarter 2004, we recognized an increashervalue of our deferred tax assets of
approximately $27 million through a partial revémsfathe valuation allowance. Of the $27 millionnadit, approximately $17 million was
recognized as income in our Statement of Operagodsapproximately $10 million was credited dingt¢tl additional paid-in capital. In 2005,
we determined that our expectations to generatedutixable income indicated that it was more yikban not that we would utilize our
remaining Federal deferred tax assets. Accordingliqurth quarter 2005, we reversed our remaifiageral deferred tax asset valuation
allowance of approximately $66.7 million. Of the6$B million benefit, approximately $46.4 million waecognized as income in our Staten
of Operations and approximately $20.3 million wesdéted directly to additional paid-in capital.dddition, at the same time, we increased the
value of our deferred tax assets by $2.4 millioma assult of a 1% change in the estimated taxwatexpect will apply when these deferred tax
assets reverse in future years. Of the $2.4 milhiemefit, approximately $1.4 million was recognizedincome in our Statement of Operations
and approximately $1.0 million was credited ding¢tl additional paid-in capital. These tax beneddits partly offset by a $4.1 million
adjustment to reduce the recorded value of credgsciated with federal NOL carryforwards and redeand development activities based on
our assessment of the likelihood of realizing suelits.

We estimate that we will fully utilize our remaigifiederal NOL carryforwards between 2006 and 2@&e this occurs, we will begin
pay U.S. Federal Income Tax as well as foreign@withholding taxes on patent license royaltied state taxes when applicable. In the
course of future tax planning, should we ident#y saving opportunities that entail amending pyear returns in order to fully avail ourselves
of credits that we previously considered unavadablus, we will recognize the benefit of the credi the period in which they are both
identified and quantified.
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In 2005, we completed a study of our state netaipey losses. As a result of that study, we adfustg gross deferred tax asset
associated with state net operating losses by appately $13.5 million. However, we believe it iore likely than not that our state deferred
tax assets will not be utilized and we have theeefoaintained a full valuation allowance againstsiate deferred tax assets.

Excluding any prospective recognition of additioted credits, we expect to provide for income tare2006 at a rate equal to our
combined federal and state effective rates, whichldvapproximate 35% to 37% under current tax lgphss an amount for deferred foreign
source withholding tax expense which is dependeigart, upon licensee royalty reports. As of DebenB1, 2005, we had net deferred for
source withholding tax expense of approximately2$gillion on our Balance Sheet.

Under Internal Revenue Code Section 382, the atibim of a corporation’s NOL carryforwards is lietit following a change in
ownership (as defined by the Internal Revenue Cofigjeater than 50% within a three-year periodt i determined that prior equity
transactions limit our NOL carryforwards, the anrimitation will be determined by multiplying thmarket value on the date of ownership by
the federal long-term tax-exempt rate. Any amouwceeding the annual limitation may be carried fodva future years for the balance of the
NOL carryforward period

Based on judgments associated with determiningutimeial limitation applicable to us under InternavBnue Code Section 382, we did
not include all federal NOL carryforwards in thergoutation of our gross deferred tax assets. Weendstuded a portion of the federal research
and experimental credits that may be availablestiram the computation of gross deferred tax asseted upon estimates of the final credit
that may be realized. Had we included all feder@LNarryforwards and research and experimentalitsreédthe computation of gross deferred
tax assets, the gross deferred tax assets woutdbdeen approximately $10 million greater and oooime tax benefit would have increased by
the same amount.

A more-than-50% cumulative change in ownership oeclin 1992. As a result of such change, approtém&14 million of our NOL
carryforwards were limited as of December 31, 20D&e experience an additional more-than-50% cuativg ownership change, the full
amount of the NOL carryforward may become subjectrtnual limitation under Section 382. There candassurance that we will realize the
benefit of any NOL carryforward.

14. REPURCHASE OF COMMON STOCK

On March 8, 2006, our Board of Directors authoriteslrepurchase of up to $100 million of our outdiag common stock through open
market purchases, pre-arranged trading plans eatety negotiated purchases. Under previous repseprograms in 2005, 2004 and 2003,
we repurchased 2 million, 1 million and 2 millionagses of common stock for $34.1 million, $17.1 ioiiland $34.7 million, respectively.

15. SELECTED QUARTERLY RESULTS (Unaudited)
The table below presents quarterly data for thesyeaded December 31, 2005 and 2004:

Selected Quarterly Results

(in thousands, except per share amounts, unaudited) First Second Third Fourth
2005:

Revenue: $35,497 $38,60. $48,53¢ $40,48¢
Net income (loss) applicable to common shareholfia ) $ (882) $ 4,011 $ 6,52¢ $45,03(
Net income (loss) per common sh- basic $(0.02) $ 007 $ 01z $ 0.8
Net income (loss) per common sh- diluted $(.02) $ 007 $ 011 $ o0.8C
2004:

Revenues b) $33,01¢ $29,37¢ $ 7,35¢ $33,93:
Net income (loss) applicable to common shareholfic) $5800C $ 85€ $(6,409) $ (1649
Net income (loss) per common sh- basic $ 011 $ 00z $ (012 $ —
Net income (loss) per common sh- diluted $ 01C $ 001 $ (012 $ —

(@ Ourincome tax provision in fourth quarter 2005limted a benefit of approximately $43.7 million,rpairily related to the reversal of ol
Federal deferred tax asset valuation allowar

(b) In third quarter 2004, we transitioned to reportipgi-unit royalties in the period in which we receive toensee’ royalty reports rathe
than in the period in which our licensees’ sales@fered products occur. As a result of this tréiasj our results for 2004 include only
three quarters of prunit royalties.

(c) Ourincome tax provision in third quarter 2004 indkd a benefit of approximately $17 million relatedhe partial reversal of ot
Federal deferred tax asset valuation allowar
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Iltem 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON AC COUNTING AND FINANCIAL DISCLOSURE
None.

Item 9A. CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedur.

The Company’s Chief Executive Officer and its Chi@fancial Officer, with the assistance of othemmbers of management, have
evaluated the effectiveness of our disclosure otstind procedures (as defined in Rules 13a-1b@)L&d15(e) under the Securities Excha
Act of 1934) as of the end of the period coveredHiy report. Based on that evaluation, the Chiefdative Office and Chief Financial Officer
have concluded that our disclosure controls andgutores were effective in their design to ensusettie information required to be disclosed
by us in the reports that we file under the SemsiExchange Act of 1934 is recorded, processedirmrized and reported within the time
periods specified in the SEC's rules and formstanehsure that the information required to be disetl by us in the reports that we file under
the Securities and Exchange Act of 1934 is accutdland communicated to our management, includimgoncipal executive and financial
officers, as appropriate to allow timely decisioegarding required disclosure.

Managemen’s Annual Report on Internal Control Over FinanciaReporting.

Management of InterDigital Communications Corpamatis responsible for establishing and maintairsidgquate internal control over
financial reporting as defined in Rules 13a-15(fl 45d-15(f) under the Securities Exchange Act3#4l The Company’s internal control over
financial reporting is a process designed to prevehsonable assurance regarding the reliabilifijnancial reporting and the preparation of
financial statements for external purposes in ataee with accounting principles generally accepigtie United States of America. Internal
control over financial reporting includes thoseigies and procedures that:

* Pertain to the maintenance of records that, inoregisie detail, accurately and fairly reflect thengactions and dispositions of-
assets of the Compar

* Provide reasonable assurance that transactiome@reled as necessary to permit preparation ofi¢iahstatements in accordar
with accounting principles generally accepted i thmited States of America, and that receipts aperditures of the Company are
being made only in accordance with authorizatiomahagement and directors of the Company;

» Provide reasonable assurance regarding preventiimely detection of unauthorized acquisition, vselisposition of the
Compan'’s assets that could have a material effect ondhsatidated financial statemen

Management, including the Chief Executive Officed&hief Financial Officer, assessed the effectssrof internal control over
financial reporting as of December 31, 2005. Managy@ based this assessment on criteria for efeatiernal control over financial reporting
described in ‘Internal Control—Integrated Framework&sued by the Committee of Sponsoring Organizatidriie Treadway Commission.
Based on this assessment, management determinedgtod December 31, 2005, the Company maintagffedtive internal control over
financial reporting at a reasonable assurance.level

Our management’s assessment of the effectivenghe @ompanys internal control over financial reporting as acfd@mber 31, 2005 h
been audited by PricewaterhouseCoopers LLP, apéraient registered public accounting firm, as dtateheir report which appears under
Item 8 in this Annual Report on Form 10-K.

Changes in Internal Control over Financial Reportin

There were no changes in our internal control dwancial reporting during the fourth quarter of0B0that have materially affected, or
reasonably likely to materially affect, our intekeantrol over financial reporting.
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Item 9B. OTHER INFORMATION.

None.
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PART IlI
Item 10. DIRECTORS AND EXECUTIVE OFFICERS OF INTERDIGITAL

Information concerning directors is incorporatedréference herein from the information following ttaption “ELECTION OF
DIRECTORS — Nominees for Election to the Board @akbtors Three Year Term Expiring at 2009 Annualetiteg of Shareholdergd, but no
including, “Committees and Meetings of the Boardarectors” in our Definitive Proxy Statement to filed with the Securities and Exchange
Commission pursuant to Regulation 14A, not latanth20 days after the end of our fiscal year emdszember 31, 2005, and which shall be
forwarded to shareholders prior to the 2006 AntMéting of Shareholders (Proxy Statement).

Our Code of Business Conduct and Ethics is apdkciaball employees of the Company including thée€Executive Officer, Chief
Financial Officer, and the Board of Directors (Cpdae addition, each of our consultants agreesideaby its terms. A copy of the Code is
available free of charge on our Internet websitgwvatv.interdigital.com We intend to disclose any amendment to the Codeaiver from a
provision of the Code made to our Chief Executi¥Bo®r, Chief Financial Officer or Controller on owebsite. Information concerning the
Company’s Audit Committee and the Company’s Auditr@nittee financial expert is incorporated hereirréfigrence to the Proxy Statement
following the caption “Audit Committee Report” tbut not including, “RATIFICATION OF APPOINTMENT OMNDEPENDENT
REGISTERED PUBLIC ACCOUNTING FIRM.” In addition, farmation set forth in the two paragraphs immedyafiellowing the caption
“Compliance with Section 16(a) of the SecuritiecEange Act of 1934ih the Proxy Statement is incorporated by referdregein. Informatio
concerning executive officers appears under théarapitem 1. Business, Executive Officers” in Parbf this Annual Report on Form 10-K.

Item 11. EXECUTIVE COMPENSATION .

Information concerning executive compensation negliby this item is incorporated by reference ®Rhnoxy Statement following the
caption “Executive Compensation” to, but not inéhg) “Shareholder Return Performance Graph” andrin&tion in the section
“Compensation Committee Interlocks and InsideriBigdtion.” Information concerning director compatien is incorporated by reference to
the Proxy Statement in the section “Compensatiddigctors.”

Item 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS .

The information required by this item is incorp@eby reference to the Proxy Statement followirgydaption “Security Ownership of
Certain Beneficial Owners” to and including allanfnation in the section “Equity Compensation Plafiodmation.”

Iltem 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS
None.

Item 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES .

The information required by this item is incorpedby reference to the Proxy Statement followirggdhaption “Independent Registered
Public Accounting Firm’s Fees.”
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PART IV
Item 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

(@ The following documents are filed as a part of thiswual Report on Form -K:

(b)

(1) Financial Statement

The information required by this Item begins on €48.

(2) Financial Statement Schedul

INTERDIGITAL COMMUNICATION CORPORATION AND SUBSIDIA RIES
SCHEDULE Il — VALUATION AND QUALIFYING ACCOUNTS
(in thousands)

Balance, Reversal o Balance,
Beginning Increase Valuation End of

Description of Period (Decrease Allowance Period

2005

Valuation Allowance for Deferred Tax Assi $86,16¢ 3,181 $(66,65)(a) $22,69:

2004

Valuation Allowance for Deferred Tax Assi 92,55( 20,47 (26,859)(b)  86,16¢

2003

Valuation Allowance for Deferred Tax Assi 94,124 (1,579 — 92,55(

@) Of the $66.7 million benefit, approximately $4fillion was recognized as income in our Statdroé@perations and

(b)

approximately $20.3 million was credited directyatdditional pai«in capital.

Of the $27 million benefit, approximately $1iflion was recognized as income in our Stateme@pérations and
approximately $10 million was credited directlyadditional paic-in capital.

(3) Exhibits.
See Item 15(b) belov

Exhibit

Number Exhibit Description

*2.1 Asset Purchase Agreement dated as of July 30, Bp@Bd between InterDigital Acquisition Corp. arahfivy
Communications, Inc. (Exhibit 2.1 to InterDig’s Current Report on Forn-K dated August 4, 2003

*3.1 Restated Articles of Incorporation (Exhibit 3.1Amendment No. 1 to InterDigit's Quarterly Report on Form -Q for the
guarter ended June 30, 19¢

*3.2 By-laws, as amended September 30, 2004 (Exhibit 3r&eoDigita’s Current Report on Forn-K dated October 5, 2004

*3.3 By-laws, as amended June 1, 2005 (Exhibit 3.2 toDigital’ s Quarterly Report on Form -Q for the quarter ended Ju
30, 2005 (th¢*June 2005 Form -Q")).

*4.1 Rights Agreement between InterDigital and AmeriSanck Transfer & Trust Co.*AST”) (Exhibit 4 to InterDigita’s
Current Report on Formr-K filed on January 2, 1997

*4.2 Amendment No. 1 to the Rights Agreement betweegrDigital and AST (Exhibit 4.2 to InterDigital’s @uerly Report on
Form 1(-Q for the quarter ended June 30, 1997 “June 1997 Form -Q")).

*4.3 Amendment No. 2 to the Rights Agreement betweegrDigital and AST (Exhibit 4.3 to the June 1997 Rdi(-Q).

*4.4 Amendment No. 3 to the Rights Agreement betweegrDigital and AST (Exhibit 4.4 to InterDigital’s Axual Report on
Form 1(-K for the year ended December 31, 1999 “1999 Form 1-K")).

*10.1 Intellectual Property License Agreement betweearbigital and Hughes Network Systems, Inc. (Exhil®it39 to
InterDigital’s Registration Statement No.-28253 filed on April 18, 1989

*10.2 1992 License Agreement dated February 29, 1992dmetwnterDigital and Hughes Network Systems, |Bgh{bit 10.3 tc
InterDigital’s Current Report on Forn-K dated February 29, 1992 (t“February 1992 Form-K™)).

*10.3 E-TDMA License Agreement dated February 29, 1992 betwinterDigital and Hughes Network Systems, IEgh{bit 10.4
to the February 1992 Forn-K).

1t*10.4  Non-Qualified Stock Option Plan, as amended (Exhibi#lto InterDigital’'s Annual Report on Form Xofor the year ende
December 31, 1991

t*10.5  Amendment to Non-Qualified Stock Option Plan (Exhi®.31 to InterDigital’s Quarterly Report on Fof8-Q for the
guarter ended June 30, 2000 (“June 2000 Form -Q")).

1t*10.6  Amendment to No-Qualified Stock Option Plan, effective October 2@01 (Exhibit 10.6 to the 2001 Form-K).

1*10.7 1992 Nor-Qualified Stock Option Plan (Exhibit 10.1 to Integidal’s Current Report on Forn-K dated October 21, 1992

1t*10.8  Amendment to 1992 N«Qualified Stock Option Plan (Exhibit 10.32 to thend@ 2000 Form 1-Q).
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(b)

Exhibit

Number Exhibit Description

1*10.9 1992 Employee Stock Option Plan (Exhibit 10.71nt@tDigita’s Annual Report on Form -K for the year ended Deceml|
31, 1992)

1*10.10 Amendment to 1992 Employee Stock Option Plan (Ekhi®.29 to the June 2000 Form-Q).

1t*10.11 Amendment to 1992 Employee Stock Option Plan, &ffe®©ctober 24, 2001 (Exhibit 10.11 to the 200trfFd.(-K).

1t*10.12 1995 Stock Option Plan for Employees and Outsideddors, as amended (Exhibit 10.7 to InterDi’'s Annual Report o
Form 1(-K for the year ended December 31, 1997 “1997 Form 1-K")).

1*10.13 Amendment to the 1995 Stock Option Plan for Empésyand Outside Directors (Exhibit 10.25 to the 1868n 1(-K).

1t*10.14 Amendment to 1995 Stock Option Plan for Employees@utside Directors (Exhibit 10.33 to the June@B6rm 1(-Q).

1t*10.15 Amendment to 1995 Stock Option Plan for Employees@utside Directors, effective October 24, 2002h{kit 10.15 to
the 2001 Form 1-K).

1t*10.16 1997 Stock Option Plan for N-Employee Directors (Exhibit 10.34 to InterDig’s Quarterly Report on Form -Q for the
guarter ended September 30, 19!

1*10.17 1997 Stock Option Plan for N-Employee Directors, as amended March 30, 2000 {#xhd.42 to the June 2000 Form-
Q).

1*10.18 Amendment to 1997 Stock Option Plan for I-Employee Directors (Exhibit 10.34 to the June 2566m 1(-Q).

1t*10.19 Amendment to 1997 Stock Option Plan for I-Employee Directors, effective October 24, 2001 ({BiH.0.19 to the 200
Form 1(-K).

1t*10.20 2000 Stock Award and Incentive Plan (Exhibit 10t@8he June 2000 Form -Q).

1t*10.21 1999 Restricted Stock Plan, as amended April 180Z&xhibit 10.43 to the June 2000 Forn-Q).

1t*10.22 Amended and Restated Employment Agreement datefiNsvember 20, 2000 by and between InterDic
Communications Corporation (“InterDigital”) and Havd E. Goldberg (Exhibit 10.12 to InterDigital’s Aumal Report on
Form 1(-K for the year ended December 31, 2000 “2000 Form 1-K™)).

1t*10.23 Employment Agreement dated November 18, 1996 bybahdeen InterDigital and Charles R. Tilden (Exhilf).26 to
InterDigital's Annual Report on Form -K for the year ended December 31, 19!

1t*10.24 Amendment dated as of April 6, 2000 by and betwatsrDigital and Charles R. Tilden (Exhibit 10.39the June 200
Form 1(-Q).

1t*10.25 Employment Agreement dated May 7, 1997 by and betweterDigital and Mark A. Lemmo (Exhibit 10.32lterDigita’s
Quarterly Report on Form -Q for the quarter ended March 31, 19¢

1t*10.26 Amendment dated as of April 6, 2000 by and betwagrDigital and Mark A. Lemmo (Exhibit 10.37 toetlJune 2000 For
10-Q).

1t*10.27 Employment Agreement dated September 3, 1998 byatvadeen InterDigital and William J. Merritt (Exfili0.23 to
InterDigital’s Annual Report on Form -K for the year ended December 31, 1998 “1998 Form 1-K")).

1t*10.28 Amendment dated as of April 6, 2000 by and betwagrDigital and William J. Merritt (Exhibit 10.3® the June 2000
Form 1(-Q).

1t*10.29 Employment Agreement dated November 16, 1998 bybatadeen InterDigital and Richard J. Fagan (ExHibi24 to the
1998 Form 1-K).

1t*10.30 Amendment dated as of April 6, 2000 by and betwagarDigital and Richard J. Fagan (Exhibit 10.3@He June 2000 For
10-Q).

1t*10.31 Employment Agreement dated November 19, 1996 bybahdeen InterDigital and Brian G. Kiernan (Exhib@.37 to the

2000 Form 1-K).
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(b)

Exhibit

Number Exhibit Description

1t*10.32 Amendment dated as of April 6, 2000 by and betwagrDigital and Brian G. Kiernan (Exhibit 10.38ttee 2000 Form 1-
K).

1t*10.33 Employment Agreement dated July 24, 2000 by anaidet InterDigital and William C. Miller (Exhibit 189 to the 200\
Form 1(-K).

1t*10.34 Employment Agreement dated January 2, 2001 by etwlden InterDigital and Alain C. Briancon (Exhib@.41 to the 2000
Form 1(-K).

1t*10.35 Employment Agreement dated as of November 12, 2§Cdnd between InterDigital and Lawrence F. Shagh(liit 10.38 to
the 2001 Form 1-K).

1t*10.36 Employment Agreement dated as of December 3, 29Gihtd between InterDigital and Guy M. Hicks (Exhibd.39 to the
2001 Form 1-K).

1t*10.37 Agreement of Lease dated November 25, 1996 by atwieen InterDigital and \Wre Associates Company (Exhibit 10.4Z
the 2000 Form 1-K).

*10.38  Modification of Lease Agreement dated Decembe2B80 by and between InterDigital and 're Associates Compal
(Exhibit 10.43 to the 2000 Form -K).

1*10.39 Indemnity Agreement dated as of March 19, 2003rg/lzetween Company and Howard E. Goldberg (purdodnstructior
2 to Item 601 of Regulation S-K, the Indemnity Agmeents, which are substantially identical in altenial respects, except
as to the parties thereto and the dates, betwee@dmpany and the following individuals, were rilgd: Lisa A. Alexander,
Bruce Bernstein, D. Ridgely Bolgiano, Alain C. Bran, Harry G. Campagna, Steven T. Clontz, Jose@olSon, Jr.,
Patrick J. Donahue, Richard J. Fagan, Howard Edlegst), Guy M. Hicks, Gary D. Isaacs, John D. Kaéviglan G.
Kiernan, Mark A. Lemmo, Linda S. Lutkefedder, Wikl J. Merritt, William C. Miller, Rebecca B. Oph&ygbert S. Roath,
Jane S. Schultz, Lawrence F. Shay, and Charleddn) (Exhibit 10.47 to InterDigital’s QuarterlyeiRort on Form 1@ for
the quarter ended March 31, 20C

*10.40 Patent License Agreement dated and effective Jariy&003 between InterDigital Technology Corpamat{*ITC") and
Ericsson Inc. and Telefonaktiebolaget LM EricssBrh(bit 10.48 to InterDigital’'s Amendment No. 1@uarterly Report on
Form 1(-Q/A dated July 2, 2003 (tt“ July 2003 1-Q/A™)).

*10.41 Patent License Agreement dated and effective Jariy&@003 between ITC and Sony Ericsson Mobile Comications AB
(Exhibit 10.49 to the July 2003 -Q/A).

1t*10.42 2002 Stock Award and Incentive Plan (Exhibit 10t&0nterDigital’s Quarterly Report on Form 10-Q the quarter ended
March 31, 2002)

*10.43 Patent License Agreement dated May 8, 1995 betWigemnd NEC Corporation (“NEC”) (Exhibit 10.51 toterDigital’s
Current Report on Forrr-K dated February 21, 2003 (t“2003 Form -K™)).

*10.44  Amendment to the Patent License Agreement of May85 between ITC and NEC (Exhibit 10.52 to the2B0rm ¢-K).

*10.45  Narrowband CDMA and Third Generation Patent LiceAgeeement dated January 15, 2002 between ITC & (Exhibit
10.53 to the 2003 Forn-K).

*10.46  Settlement Agreement dated January 15, 2002 beti¥€2and NEC (Exhibit 10.54 to the 2003 For-K).

*10.47  The TDD Development Agreement between and amomgDigital, ITC and Nokia (Exhibit 10.55 to the 20B8rm ¢-K).

*10.48  Amendment No. 1 to the TDD Development Agreemetedi&eptember 30, 2001 between and among InteaDitfiiC and
Nokia (Exhibit 10.56 to the 2003 Forr-K).

*10.49  PHS and PDC Subscriber Unit Patent License Agreedaed March 19, 1998 between ITC and Sharp Catjoor of Japa
(Sharp) (Exhibit 10.57 to the 2003 Fori-K).

*10.50  Amendment No. 1 dated March 23, 2000 and Amendien® dated May 30, 2003 to PHS and PDC SubscubérPaten
License Agreement dated March 19, 1998 betweenalfdCSharp (Exhibit 10.58 to InterDigital’s Amendméio. 1 to
Current Report on Formr-K/A dated July 2, 2003

1*10.51 Indemnity Agreement dated as of May 5, 2003 bylaetdveen InterDigital and Richard J. Brezski (Exhilf).59 to

InterDigital’s Quarterly Report on Form -Q for the quarter ended June 30, 20
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(b)

Exhibit

Number Exhibit Description

1t*10.52 Severance Agreement dated January 20, 2004 byeneén InterDigital and Guy M. Hicks (Exhibit 10.&®2InterDigita’s
Annual Report on Form -K for the year ended December 31, 2003 “2003 Form 1-K").

1*10.53 InterDigital Communications Corporation 2002 Stédakard and Incentive Plan, as amended through JuRe08 (Exhibit
10.52 to 2003 Form -K).

1t*10.54 Indemnity Agreement dated March 15, 2004 by and/éen InterDigital and Edward B. Kamins (Exhibit @0 to
InterDigital’s Quarterly Report on Form -Q for the quarter ended June 30, 20

1t*10.55 InterDigital Communications Corporation Long-Termr@pensation Program, as amended December 2004 PD)TC
(Exhibit 10.55 to InterDigital’s Annual Report o 10-K for the year ended December 31, 2004“@h84 Form 10-
K™)).

t*10.56 1999 Restricted Stock Plan, Form of Restricted IStdmit Agreement [Awarded to Independent Directdmon ReElection]
(Exhibit 10.62 to InterDigital’s Quarterly Reponh &orm 10-Q for the quarter ended September 30} 2b@ “September
2004 Form 1-Q").

1t*10.57 1999 Restricted Stock Plan, Form of Restricted IStdtit Agreement [Annual Award to Independent Dices] (Exhibit
10.63 to September 2004 Formr-Q).

1t*10.58 1999 Restricted Stock Plan, Form of Restricted IStdtit Agreement [Periodically Awarded to Membefdtee Board o
Directors] (Exhibit 10.64 to September 2004 Forr-Q).

1t*10.59 1999 Restricted Stock Plan, Form of Restricted ISfggreement [Awarded to Executives and Managememtaat of Annug
Bonus] (Exhibit 10.65 to September 2004 Forr-Q).

1t*10.60 2000 Stock Award and Incentive Plan, Form of Op#gmeement [Director Awards] (Exhibit 10.66 to Seqber 2004 For
10-Q).

1t*10.61 2000 Stock Award and Incentive Plan, Form of Op#agmeement [Executive Awards] (Exhibit 10.67 to &spber 2004
Form 1(-Q).

1*10.62 2000 Stock Award and Incentive Plan, Form of Op#gmeement [Inventor Awards] (Exhibit 10.68 to Sapber 2004 For
10-Q).

1t*10.63 2002 Stock Award and Incentive Plan, Form of Op#gmeement [Inventor Awards] (Exhibit 10.69 to Sapber 2004 For
10-Q).

1t*10.64 Software License Agreement dated December 21, BB®een General Dynamics Decision Systems, IncleedDigital
(Exhibit 10.64 to InterDigit¢ s 2004 Form 1-K).

1t*10.65 InterDigital Communications Corporation Annual Exmye Bonus Plan (Exhibit 10.66 to InterDi¢’s 2004 Form 1-K).

1*10.66 InterDigital Communications Corporation Lc-Term Compensation Program, as amended April 208bilji 10.70 to
InterDigital’s Quarterly Report on Form -Q for the quarter ended March 31, 2005 “March 2005 Form 1-Q")).

1t*10.67 Compensation Program for Outside Directors, as deetdanuary 2006 (Amendment incorporated as panterDigital’s
Current Report on Forr-K dated January 18, 200t

1*10.68 InterDigital Communications Corporation Annual Emyete Bonus Plan, as amended April 2005 (ExhibitA@ March
2005 Form 1-Q).

1t*10.69 InterDigital Communications Corporation Restric&ck Unit Award Agreement with Harry G. Campagased Februar
4, 2005 (Exhibit 10.73 to March 2005 Form-Q).

1t*10.70 Amended and Restated Employment Agreement, datgdligla2005, by and between William J. Merritt anterDigital
(Exhibit 10.1 to InterDigite’s Current Report on Forn-K dated May 16, 2005

1t*10.71 Employment Agreement, dated as of June 20, 200&ndybetween Bruce Bernstein and InterDigital (BitHi0.1 to
InterDigital’s Current Report on Forn-K dated June 20, 200t

1t*10.72 1999 Restricted Stock Plan, Form of Restricted IStdtit Agreement [Awarded to Independent Directdpon ReElection]
(Exhibit 10.62 to June 2005 Form-Q).

1t*10.73 1999 Restricted Stock Plan, Form of Restricted IStdtit Agreement [Annual Award to Independent Dites] (Exhibit

10.63 to June 2005 Form-Q).
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Exhibit

Number Exhibit Description
1t*10.74 InterDigital Communications Corporation Long-Termr@pensation Program, as amended June 2005 (E40ifid to June
2005 Form 1-Q).
1*10.75 InterDigital Communications Corporation 2000 Stdakard and Incentive Plan, as amended June 1, ZBd4l{it 10.74 to
June 2005 Form -Q).
1*10.76 InterDigital Communications Corporation 2002 Stdakard and Incentive Plan, as amended June 1, 2Bd4ilgit 10.75 tc
June 2005 Form -Q).
*10.77 Patent License Agreement between InterDigital, 8@ Nokia dated January 29, 1999 (Exhibit 10.7&utze 2005 Form -Q).
1t*10.78 Severance Agreement and General Release betweeDilyital and Charles R. Tilden dated May 26, 2(Bghibit 10.77 tc
June 2005 Form -Q).
1t*10.79 Severance Agreement and General Release betweebDilyital and Howard E. Goldberg dated May 26, 2(Bghibit 10.78 tc
June 2005 Form -Q).
1t*10.80 Severance Agreement and General Release betweeDilyital and Alain Briancon dated October 25, 2QB%hibit 10.81 to
InterDigital’s Quarterly Report on Form -Q for the quarter ended September 30, 2005* September 2005 Form -Q")).
*10.81 Litigation Expense and Reimbursement Agreementriolyteetween InterDigital, ITC and Federal InsuraBGoenpany dated
February 15, 2000 (Exhibit 99.1 to the Septemb@5Z0orm 1i-Q).
10.82 Credit Agreement dated as of December 28, 2005 grirdgarDigital, Bank of America, N.A. as Administige Agent and L/C
Issuer and the other Lenders party ther
21 Subsidiaries of InterDigita
23.1  Consent of PricewaterhouseCoopers L
31.1  Certification of Chief Executive Officer pursuant$ection 302 of the Sarba-Oxley Act of 2002
31.2  Certification of Chief Financial Officer pursuant $ection 302 of the Sarba-Oxley Act of 2002
32.1 Certification pursuant to 18 U.S.C. Section 13%0adopted pursuant to Section 906 of the Sarbarksr@.ct of 2002 for
Howard E. Goldberc
32.2  Certification pursuant to 18 U.S.C. Section 13%0adopted pursuant to Section 906 of the Sarbarksr@.ct of 2002 for

Richard J. Fagatr

* Incorporated by reference to the previous filindidated.
t Management contract or compensatory plan or arraage

(c) None.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&{the Securities Exchange Act of 1934, the regigthas duly caused this report to be
signed on its behalf by the undersigned, therednlp authorized.

INTERDIGITAL COMMUNICATIONS CORPORATION

Date: March 14, 200 /s/ William J. Merritt

William J. Merritt
President and Chief Executive Offic

Date: March 14, 200 /s/ R. J. Faga

Richard J. Fagan
Chief Financial Office
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Pursuant to the requirement of the Securities Exghact of 1934, this report has been signed bélpthe following persons on behalf
of InterDigital and in the capacities and on theedandicated.

Date: March 14, 2006 /s/ D. Ridgely Bolgiano
D. Ridgely Bolgiano, Directa

Date: March 14, 2006 /s/ Harry G. Campagna
Harry G. Campagna, Chairman of the Board of Dinex

Date: March 14, 2006 /s/ Steven T. Clontz
Steven T. Clontz, Directc

Date: March 14, 2006 /s/ Edward B. Kamins
Edward B. Kamins, Directc

Date: March 14, 2006 /s/ Robert S. Roath
Robert S. Roath, Direct

Date: March 14, 2006 /s/ Robert W. Shaner
Robert W. Shaner, Direct

Date: March 14, 2006 /s/ Alan P. Zabarsky
Alan P. Zabarsky, Directc

Date: March 14, 200 /s/ William J. Merritt
William J. Merritt, Director, President and
Chief Executive Officer (Principal Executive Offige

Date: March 14, 2006 /sl R. J. Fagan
Richard J. Fagan, Chief Financial Offic
(Principal Financial and Accounting Office
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EXHIBIT INDEX

Exhibit
Number Exhibit Description
1*10.67 Compensation Program for Outside Directors, as dewdanuary 2006 (Amendment incorporated as pamteDigital's Curren
Report on Form-K dated January 18, 200
10.82  Credit Agreement dated as of December 28, 2005 grimdarDigital, Bank of America, N.A. as Administige Agent and L/C
Issuer and the other Lenders party ther
21 Subsidiaries of InterDigita
23.1 Consent of PricewaterhouseCoopers L
31.1 Certification of Chief Executive Officer pursuant$ection 302 of the Sarba-Oxley Act of 2002
31.2 Certification of Chief Financial Officer pursuamt $ection 302 of the Sarba-Oxley Act of 2002
321 Certification pursuant to 18 U.S.C. Section 13%0adopted pursuant to Section 906 of the Sarbarksr@ct of 2002 for
Howard E. Goldberc
32.2 Certification pursuant to 18 U.S.C. Section 13%0adopted pursuant to Section 906 of the Sarbarksr@ct of 2002 for

Richard J. Fagatr

* Incorporated by reference to the previous filindidated.
t Management contract or compensatory plan or arraage
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EXHIBIT 10.67

interDigital

2006 Compensation Program for Outside Directors

Annual Board Retaine $25,000

Committee Chairs $15,000/$30,000 for Audit Committee Ch

Committee Membershij $ 5,000

Re-election RSU Gran 6,000 RSUs (vesting 2,000 each year beginningsanhiversary of re-election)
Annual RSU Grant 2,000 RSUs (vesting in full one year from granedl

(to all outside directors
at each annual meeting

Chairmars Annual RSU Grar 10,000 RSUs (vesting in full one year from grared

* For so long as a director has options vesting @umsto a grant made under the previous directompemsation plan (i.e. program whi
provided a grant of 48,000 options upon electi@stwng 16,000 at each subsequent annual meetegillnot be entitled to the Annual
RSU Grant

All cash payments shall be based on service fatlgéar; pro rata payment shall be made for servicless than one year. Payment shall be
guarterly and may be deferred. Deferrals must beégenrathe calendar year preceding the year in whéchices are rendered.

The Chairman’s Annual RSU Grant shall be made tudey of each fiscal year. Other equity grantsldiebranted effective at the
corresponding Annual Meeting of Shareholders.

The terms of this program shall be periodicallyieaxed.

As approved by the Compensation Committee Janugrg0o¢



Exhibit 10.82
CREDIT AGREEMENT

Dated as of December 28, 2005
among
INTERDIGITAL COMMUNICATIONS CORPORATION,
as the Borrower,

BANK OF AMERICA, N.A,,
as Administrative Agent
and
L/C Issuer,

and
The Other Lenders Party Hereto
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ARTICLE I.
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1.0z
1.0¢
1.04
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1.0¢

ARTICLE 1.
2.01
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2.0
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2.07
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2.1C
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2.1%
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3.01
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3.04
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ARTICLE V.
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TABLE OF CONTENTS
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CREDIT AGREEMENT

This CREDIT AGREEMENT (this “ Agreemeii} is entered into as of December 28, 2005, am®HRDIGITAL
COMMUNICATIONS CORPORATION, a Pennsylvania corpasat(the “ Borrower’), each lender from time to time party hereto
(collectively, the “ Lenders and individually, a “ Lendet), and BANK OF AMERICA, N.A., as Administrative Aant and L/C Issuer.

The Borrower has requested that the Lenders pravigeolving credit facility, and the Lenders aridimg to do so on the terms and
conditions set forth herein.

In consideration of the mutual covenants and agee¢srherein contained, the parties hereto covearahagree as follows:

ARTICLE I.
DEFINITIONS AND ACCOUNTING TERMS

1.01 Defined TermsAs used in this Agreement, the following terms Ehale the meanings set forth below:

“ Acquisition Consideratiofi means the purchase consideration for any Peminkteuisition and all other payments by the Borroae
any of its Subsidiaries in exchange for, or as pfror in connection with, the aggregate consitienafor any Permitted Acquisition (including,
without limitation, Indebtedness assumed by the®®eer or any of its Subsidiaries), whether paidash, in Equity Interests or by exchang:
properties or otherwise and whether payable atior o the consummation of such Permitted Acqigribr deferred for payment at any future
time, whether or not any such future payment igexlto the occurrence of any contingency, anduithes any and all payments representin
purchase price and any incurrence or assumptiémdebtedness, “earn-outs” and other similar agre¢srt® make any payment the amount of
which is, or the terms of payment of which areamy respect subject to or contingent upon the r@@grnincome, cash flow or profits (or the
like) of any Person or business acquired in suecmRed Acquisition; providedhat any such future payment that is subject tordicgency
shall be considered Acquisition Consideration dolthe extent of the reserve, if any, required ur@l&AP to be established in respect thereof
by the Borrower or any of its Subsidiaries.

“ Administrative Agent’ means Bank of America in its capacity as admiatste agent under any of the Loan Documents, gr an
successor administrative agent.

“ Administrative Agents Office” means the Administrative Agent’'s address andymwopriate, account as set forth_on Schedule 1,0.02
or such other address or account as the Admiriiggraigent may from time to time notify to the Bower and the Lenders.

“ Administrative Questionnairemeans an Administrative Questionnaire in a foupmied by the Administrative Agent.
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“ Adverse Determinatiofi means any judgment, order, determination or avirghy suit, action or proceeding before any Gorental
Authority or in any alternative dispute resolutiproceeding or any settlement thereof.

“ Adverse Litigation Chang&has the meaning specified in Section 5.06

“ Affiliate " means, with respect to any Person, another Pehsdrdirectly, or indirectly through one or monéermediaries, Controls or
is Controlled by or is under common Control witle terson specified.

“ Aggregate Commitmentsmeans the Commitments of all the Lenders.

“ Agreement’ means this Credit Agreement.

“ Applicable Percentagémeans with respect to any Lender at any time pireentage (carried out to the ninth decimal platéhe
Aggregate Commitments represented by such Len@earsmitment at such time. If the commitment of ekehder to make Loans and the
obligation of the L/C Issuer to make L/C Credit &xsions have been terminated pursuant to Secti@o8if the Aggregate Commitments
have expired, then the Applicable Percentage di €aader shall be determined based on the AppkcBRbrcentage of such Lender most
recently in effect, giving effect to any subsequasgignments. The initial Applicable Percentageawh Lender is set forth opposite the nan
such Lender on Schedule 2.6rin the Assignment and Assumption pursuant tactvisuch Lender becomes a party hereto, as apicabl

“ Applicable Rate’ means, for any day, the following percentagesgerum, based upon the result, expressed as apggeeobtained
by dividing the Total Outstandings on such dayhmy Aggregate Commitments, as set forth below:

Usage Applicable Rate Applicable Rate

Level for Base Rate Loans for LIBOR Loans
33% or more 0.00% 0.90%
less than 339 0.00% 0.75%

“ Approved Fund’ means any Fund that is administered or managdd)oy Lender, (b) an Affiliate of a Lender or &) entity or an
Affiliate of an entity that administers or managelsender.

“ Asset Sal¢’ means a sale, lease or sublease (as lessorlessab), sale and leaseback, assignment, conveyaaasfer or other
disposition to, or any exchange of property withy &erson (other than the Borrower or any SubsidBararantor), in one transaction or a s¢
of transactions, of all or any part of the Borrowerr any of its Subsidiarie§usinesses, assets or properties of any kind, whethl, persona
or mixed and whether tangible or intangible, wheti@v owned or hereafter acquired, including, withiimitation, the Equity Interests of any
of the Borrower’s Subsidiaries and Equity Interéstany joint venture, other than (a) inventorysB&quivalents or other properties sold,
leased or licensed in the ordinary course of bssin@) Dispositions of IP Rights permitted undect®n 7.05(f), (c) obsolete, worn out or
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surplus property sold in the ordinary course ofitess (or in the case of leased or subleased pirepgproperties which are no longer useful or
necessary in the Borrower’s or any of its Subsidgbusinesses and disposed of in the ordinaryseoof business), and (d) sales of other
assets for aggregate consideration of less th&@98000 with respect to any transaction or serieslated transactions.

“ Assignee Group means two or more Eligible Assignees that ardliateés of one another or two or more Approved Runthnaged by
the same investment advisor.

“ Assignment and Assumptidnmeans an assignment and assumption enteredyrdd knder and an Eligible Assignee (with the cohse
of any party whose consent is required by Sectibf6éi(b), and accepted by the Administrative Agent, in safigally the form of Exhibit Eor
any other form approved by the Administrative Agent

“ Attributable Indebtednessmeans, on any date, (a) in respect of any Cap#&abke Obligation of any Person, the capitalizedwh
thereof that would appear on a balance sheet of Becson prepared as of such date in accordanke3#i\P, and (b) in respect of any
Synthetic Lease Obligation of any Person, the alipgd amount of the remaining lease payments uthgerelevant lease that would appear on
a balance sheet of such Person prepared as oflatein accordance with GAAP if such lease wer@actd for as a capital lease.

“ Audited Financial Statementaneans the audited consolidated balance shededddrrower and its Subsidiaries for the fiscalryea
ended December 31, 2004, and the related consadid@tements of income or operations, shareholelguity and cash flows for such fiscal
year of the Borrower and its Subsidiaries, inclgdine notes thereto, as filed by the Borrower whtin SEC on Form -K for the year ended
December 31, 2004.

“ Availability Period” means the period from and including the Closiregéto the earliest of (a) the Maturity Date, (8 tate of
termination of the Aggregate Commitments pursuar@dction 2.06 and (c) the date of termination of the commitma&reach Lender to make
Loans and of the obligation of the L/C Issuer tdkenb/C Credit Extensions pursuant to Section 8.02

“ Bank of America’ means Bank of America, N.A. and its successors.

“ Base Raté means for any day a fluctuating rate per annuoaktp the higher of (a) the Federal Funds Rate plz of 1% and (b) the
rate of interest in effect for such day as publeynounced from time to time by Bank of Americata$prime rate.” The “prime rate” is a rate
set by Bank of America based upon various factmkiding Bank of America costs and desired return, general economic é¢onsgliand othe
factors, and is used as a reference point formqisome loans, which may be priced at, above, lombguch announced rate. Any change in
such rate announced by Bank of America shall téfeeteat the opening of business on the day spetifi the public announcement of such
change.

“ Base Rate Loafimeans a Loan that bears interest based on the Bate.
“ Borrower” has the meaning specified in the introductoryagaaph hereto.
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“ Borrower Materials’ has the meaning specified in Section 6.02

“ Borrowing " means a borrowing consisting of simultaneous lsoainthe same Type and, in the case of LIBOR Ra#tnk, having the
same Interest Period made by each of the Lendessiqnt to Section 2.01

“ Business Day means any day other than a Saturday, Sundayher diay on which commercial banks are authorizeddase under the
Laws of, or are in fact closed in, the state whbeesAdministrative Agent’s Office is located andsiich day relates to any LIBOR Rate Loan,
means any such day on which dealings in Dollar siégpare conducted by and between banks in thedroimderbank eurodollar market.

“ Capital Lease Obligationsmeans, as to any Person, the obligations of &rkon to pay rent or other amounts under any lefa®e
other arrangement conveying the right to use)segkrsonal property, or a combination thereof,chtdbligations are required to be classified
and accounted for as capital leases on a balamet shsuch Person under GAAP.

“ Cash Collateraliz& has the meaning specified in Section 2.03(g)

Cash Equivalents means, as to any Person, (a) securities issuatirartly, unconditionally and fully guaranteedinsured, by the
United States or any agency or instrumentalitygbEhaving maturities of not more than one yeamftbe date of acquisition by such Person;
(b) time deposits, certificates of deposit and laskacceptances of any Lender or any commercrgt,lia which is the principal banking
subsidiary of a bank holding company, in each caggnized under the laws of the United States stetg thereof or the District of Columbia
having, capital and surplus aggregating in excé€$500 million with maturities of not more than opear from the date of acquisition by such
Person; (c) repurchase obligations with a termadfrmore than 30 days for underlying securitiesheftypes described in clause (a) above
entered into with any bank meeting the qualificasigpecified in clause (b) above, which repurcloddigations are secured by a valid perfe
security interest in the underlying securities; ¢dinmercial paper issued by any Person incorporatgte United States rated at least A-1 or
the equivalent thereof by S&P or at least P-1 erafuivalent thereof by Moody’s and in each caseirimg not more than one year after the
date of acquisition by such Person; (e) directgattions issued by any state of the United Statespipolitical subdivision thereof having one
of the two highest rating categories obtainablenfether S&P or Moody’s with maturities of not mdhan one year from the date of
acquisition thereof; (f) demand deposit accountgitamed in the ordinary course of business; (gg#tments in money market funds
substantially all of whose assets are comprisesofirities of the types described in clauses ¢augh (f) above; (h) in the case of Foreign
Subsidiaries, Investments made locally of a typemarable to those described in clausesdapf this definition; and (i) Investments descdl
in the Borrower’s investment policies attached =bilkit H .

“ Change in Law’ means the occurrence, after the date of this &ment, of any of the following: (a) the adoptiortaking effect of any
law, rule, regulation or treaty, (b) any changamy law, rule, regulation or treaty or in the adistimtion, interpretation or application thereof
by any Governmental Authority or (c) the makingssuance of any request, guideline or directiveefivar or not having the force of law) by
any Governmental Authority.
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“ Change of Control means an event or series of events by which:

(a) any “person” or “group” (as such terms are useBlections 13(d) and 14(d) of the Securities EExgfe Act of 1934, but
excluding any employee benefit plan of such persadts subsidiaries, and any person or entity gdtinits capacity as trustee, agent or
other fiduciary or administrator of any such plaerromes the “beneficial owner” (as defined in Rulad-3 and 13d-5 under the
Securities Exchange Act of 1934, except that agmeos group shall be deemed to have “beneficialeraimip” of all securities that such
person or group has the right to acquire (suchtragh“ option right’), whether such right is exercisable immediatelpoly after the
passage of time), directly or indirectly, of 25%noore of the equity securities of the Borrower tedito vote for members of the boarc
directors or equivalent governing body of the Bareo on a fullydiluted basis (and taking into account all suchugées that such perse
or group has the right to acquire pursuant to gtion right);

(b) during any period of 24 consecutive months,agomity of the members of the board of directorethrer equivalent governing
body of the Borrower cease to be composed of iddads (i) who were members of that board or eqeivagjoverning body on the first
day of such period, (ii) whose election or nomioatio that board or equivalent governing body wagaved by individuals referred to
clause (i) above constituting at the time of suelgtéeon or nomination at least a majority of thatibd or equivalent governing body or
(iif) whose election or nomination to that boardotiner equivalent governing body was approved bividuals referred to in clauses
(i) and (ii) above constituting at the time of swedhction or nomination at least a majority of thaard or equivalent governing body
(excluding, in the case of both clause (ii) andis(iii), any individual whose initial nominatidor, or assumption of office as, a mem
of that board or equivalent governing body occra aesult of an actual or threatened solicitadibproxies or consents for the electiol
removal of one or more directors by any personroug other than a solicitation for the electioroof or more directors by or on behalf
of the board of directors);

(c) any Person or two or more Persons acting icexrshall have acquired by contract or otherwaseshall have entered into a
contract or arrangement that, upon consummatiaedfiewill result in its or their acquisition ofdétpower to exercise, directly or
indirectly, a controlling influence over the managmt or policies of the Borrower, or control oviee equity securities of the Borrower
entitled to vote for members of the board of diestor equivalent governing body of the Borroweradlly-diluted basis (and taking
into account all such securities that such Persgraup has the right to acquire pursuant to artipopight) representing 25% or more of
the combined voting power of such securities; or

(d) the “Distribution Date” shall occur under ther@pany’s Rights Agreement, dated as of Decembet 36, as amended, or any
similar event shall occur under any successor aggae

“ Closing Date’ means the first date all the conditions precediei@ection 4.0%re satisfied or waived in accordance with Sectio:®1.
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“ Code” means the Internal Revenue Code of 1986.

“ Commitment” means, as to each Lender, its obligation to (akenLoans to the Borrower pursuant to Section ar@il(b) purchase
participations in L/C Obligations, in an aggregatimcipal amount at any one time outstanding n@xceed the amount set forth opposite such
Lender’'s name on Schedule 24@xlin the Assignment and Assumption pursuant tactvisuch Lender becomes a party hereto, as ap@icabl
such amount may be adjusted from time to time aoetance with this Agreement.

“ Compliance Certificaté means a certificate substantially in the fornEshibit D .

“ Consolidated Income Before Taxeéor “ Consolidated Loss Before Tax8smeans, for any period, the consolidated incomess
before tax of the Borrower and its Subsidiariessiach period, (a) _minuygo the extent included in calculating such coidsaéd income or los
before tax, (i) the income or loss attributableuty Subsidiary that is not a wholly-owned Subsidi@uarantor, and (ii) the amount of income
or loss of any Subsidiary of the Borrower for amytipn of such period that the Subsidiary was nBulsidiary Guarantor, plib) to the extel
either excluded in calculating consolidated incaméoss before tax or subtracted under clausel@ye dividends or other distributions
actually paid in cash to the Borrower or any whallyned Subsidiary Guarantor by any Person in whitghother Person (other than the
Borrower or any wholly-owned Subsidiary Guarantma} a joint interest and plgs) to the extent deducted in calculating such obidated
income or loss before tax, Covered Litigation Laesse

“ Contractual Obligatiori means, as to any Person, any provision of any ggéssued by such Person or of any agreementpimsnt o
other undertaking to which such Person is a partyyavhich it or any of its property is bound.

“ Control " means the possession, directly or indirectlythaf power to direct or cause the direction of tlemagement or policies of a
Person, whether through the ability to exerciséngopower, by contract or otherwise. “ Controllihgnd “ Controlled” have meanings
correlative thereto.

“ Covered Litigation Liability” means any Litigation Liability to the extent thatithin ten (10) days after the date of the relaelverse
Determination the Borrower shall have either (a)l pat otherwise satisfied in full the liabilitieesulting from such Adverse Determination (so
long as, after giving effect to such payment oisattion, no Default shall have occurred and betinaing) or (b) deposited in the Reserve
Account cash or Cash Equivalents in the full amairiabilities resulting from such Adverse Detenation.

“ Covered Litigation Los§ means any Litigation Loss to the extent thathiritten (10) days after the date of the relatedeksk
Determination, the Borrower shall have either @gpr otherwise satisfied in full the liabilitiessulting from such Adverse Determination (so
long as, after giving effect to such payment oisattion, no Default shall have occurred and betinoing) or (b) deposited in the Reserve
Account cash or Cash Equivalents in the amouriabflities resulting from such Adverse Determinatiprovidedhat the aggregate amount of
Covered Litigation Losses shall not exceed $40@@pver the term of this Agreement.
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“ Credit Extensior means each of the following: (a) a Borrowing dhyian L/C Credit Extension.

“ Debtor Relief Laws’ means the Bankruptcy Code of the United Stated,adl other liquidation, conservatorship, bankoypt
assignment for the benefit of creditors, moratorivearrangement, receivership, insolvency, reomgdiuin, or similar debtor relief Laws of the
United States or other applicable jurisdictionsrfrime to time in effect and affecting the righfseditors generally.

“ Default” means any event or condition that constituteEaent of Default or that, with the giving of anytite, the passage of time, or
both, would be an Event of Default.

“ Default Rate” means (a) when used with respect to Obligationsrdtian Letter of Credit Fees, an interest ratakgu(i) the Base Ra
plus(ii) the Applicable Rate, if any, applicable to BdRate Loans plu&i) 2% per annum;_providegdhowever, that with respect to a LIBOR
Rate Loan, the Default Rate shall be an interéstequal to the interest rate (including any Apglie Rate) otherwise applicable to such Loan
plus 2% per annum, and (b) when used with respdcttter of Credit Fees, a rate equal to the Aplie Rate plug% per annum.

“ Defaulting Lendef’ means any Lender that (a) has failed to fund @oyion of the Loans or participations in L/C Olaigpns required
to be funded by it hereunder within one Businesg @&fahe date required to be funded by it hereun@grhas otherwise failed to pay over to
the Administrative Agent or any other Lender anyestamount required to be paid by it hereunderiwitime Business Day of the date when
due, unless the subject of a good faith disputég)onas been deemed insolvent or become the dudfjadankruptcy or insolvency proceedi

“ Deferred JV Liabilities’ has the meaning specified in Section 7.02

“ Disclosed Litigation” has the meaning specified in Section 5.06

“ Disposition” or “ Dispose” means the sale, transfer, swap, exchange, licégsse or other disposition (including any salé an
leaseback transaction) of any property by any Peiscluding any sale, assignment, transfer orradiieposal, with or without recourse, of any
notes or accounts receivable or any rights andnslaissociated therewith.

“ Disqualified Capital Stock means any Equity Interest which, by its termskgthe terms of any security into which it is certible or
for which it is exchangeable), or upon the happgieihany event, (a) matures (excluding any matwa#tyhe result of an optional redemptior
the issuer thereof) or is mandatorily redeemahlesymnt to a sinking fund obligation or otherwisejs redeemable at the option of the holder
thereof, in whole or in part, on or prior to theelthat is one hundred eighty (180) days followtimg Maturity Date, (b) is convertible into or
exchangeable (unless at the sole option of theigbereof) for (i) debt securities or (ii) any Hgunterests referred to in (a) above, in each
case at any time on or prior to the date thatdisrsinths following the Maturity Date, or (¢) comtaiany mandatory repurchase obligation
which may come into effect prior to payment in foflall Obligations; providethat any Equity Interests that would not constifDisqualified
Capital Stock but for provisions thereof giving tels thereof (or the holders of any security intéoo which such
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Equity Interests is convertible, exchangeable eregable) the right to require the issuer thetesedeem such Equity Interests upon the
occurrence of a change in control or an assetogaiarring prior to the date that is one hundrethgi¢180) days following the Maturity Date
shall not constitute Disqualified Capital Stoclsifch Equity Interests provide that the issuer thferéll not redeem any such Equity Interests
pursuant to such provisions prior to the repaynirefull of the Obligations.

“Dollar " and “ $” mean lawful money of the United States.

“ Eligible Assigne€’ means (a) a Lender; (b) an Affiliate of a Lende};an Approved Fund; and (d) any other Person (dtten a natur.
person) approved by (i) the Administrative Agend @ime L/C Issuer, and (ii) unless an Event of Difaas occurred and is continuing, the
Borrower (each such approval not to be unreasonaititheld or delayed); providetiat notwithstanding the foregoing, “Eligible Assag”
shall not include the Borrower or any of the Borenis Affiliates or Subsidiaries.

“ Environmental Laws means any and all Federal, state, local, anddorstatutes, laws, regulations, ordinances, rjleigments,
orders, decrees, permits, concessions, grantghiises, licenses, agreements or governmentalatéstis relating to pollution and the protect
of the environment or the release of any matenmtsthe environment, including those related tedrdous substances or wastes, air emissions
and discharges to waste or public systems.

“ Environmental Liability” means any liability, contingent or otherwise (uding any liability for damages, costs of envircemtal
remediation, fines, penalties or indemnities),haf Borrower, any other Loan Party or any of thespective Subsidiaries directly or indirectly
resulting from or based upon (a) violation of amyEonmental Law, (b) the generation, use, handlirapsportation, storage, treatment or
disposal of any Hazardous Materials, (c) exposu@ny Hazardous Materials, (d) the release or tenea release of any Hazardous Materials
into the environment or (e) any contract, agreemewther consensual arrangement pursuant to Wiaichity is assumed or imposed with
respect to any of the foregoing.

“ Equity Interests’ means, with respect to any Person, all of theeshaf capital stock of (or other ownership or firioterests in) such
Person, all of the warrants, options or other gdgbt the purchase or acquisition from such Pecdamares of capital stock of (or other
ownership or profit interests in) such Personpfthe securities convertible into or exchangedtieshares of capital stock of (or other
ownership or profit interests in) such Person omraras, rights or options for the purchase or agitiah from such Person of such shares (or
such other interests), and all of the other owniprehprofit interests in such Person (includingtparship, member or trust interests therein),
whether voting or nonvoting, and whether or notssigares, warrants, options, rights or other istsrare outstanding on any date of
determination.

“ ERISA " means the Employee Retirement Income SecurityoAdi974.

“ ERISA Affiliate " means any trade or business (whether or not parated) under common control with the Borrowehiwitthe
meaning of Section 414(b) or (c) of the Code (aactiBns 414(m) and (o) of the Code for purposgzrov¥isions relating to Section 412 of the
Code).
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“ ERISA Event” means (a) a Reportable Event with respect torsiBa Plan; (b) a withdrawal by the Borrower or &RISA Affiliate
from a Pension Plan subject to Section 4063 of BRIGring a plan year in which it was a substargraployer (as defined in Section 4001(a)
(2) of ERISA) or a cessation of operations thatéated as such a withdrawal under Section 40&Z(ERISA; (c) a complete or partial
withdrawal by the Borrower or any ERISA Affiliateoim a Multiemployer Plan or notification that a Memployer Plan is in reorganization;
(d) the filing of a notice of intent to terminatbe treatment of a Plan amendment as a terminatider Sections 4041 or 4041A of ERISA, or
the commencement of proceedings by the PBGC tanatma Pension Plan or Multiemployer Plan; (ega@nt or condition which constitutes
grounds under Section 4042 of ERISA for the tertidmeof, or the appointment of a trustee to adnt@risany Pension Plan or Multiemployer
Plan; or (f) the imposition of any liability und@itle 1V of ERISA, other than for PBGC premiums duet not delinquent under Section 400
ERISA, upon the Borrower or any ERISA Affiliate.

“ Event of Default’” has the meaning specified in Section 8.01

“ Excluded Domestic Subsidiatymeans each of InterDigital Mobilcom, Inc., a N&wrk corporation, and InterDigital Telecom, Inc., a
New York corporationprovidedthat each such Person shall cease to be an Exduoiedstic Subsidiary (a) on June 30, 2007 or (bhsu
earlier date on which such Subsidiary (i) has tataénues of more than $100,000 in any twehanth period or (i) has total assets of $100
or more.

“ Excluded Foreign Subsidiafymeans any Foreign Subsidiary the guarantee obthigations by which would, in the reasonable
determination of the Borrower, result in adversedansequences to the Borrower.

“ Excluded Subsidiary means any Excluded Domestic Subsidiary or Exaiugereign Subsidiary.

“ Excluded Taxe$ means, with respect to the Administrative Agemty Lender, the L/C Issuer or any other recipidrany payment to
be made by or on account of any obligation of tber®wver hereunder, (a) taxes imposed on or meadwyréd overall net income (however
denominated), and franchise taxes imposed on lig(inof net income taxes), by the jurisdiction &my political subdivision thereof) under the
laws of which such recipient is organized or in ebhits principal office is located or, in the cageany Lender, in which its applicable Lending
Office is located, (b) any branch profits taxes as@d by the United States or any similar tax imgdseany other jurisdiction in which the
Borrower is located and (c) in the case of a Foréignder (other than an assignee pursuant to &sétyy the Borrower under Section 10)13
any withholding tax that is imposed on amounts p&y#o such Foreign Lender at the time such Foregrder becomes a party hereto (or
designates a new Lending Office) or is attributdablsuch Foreign Lender’s failure or inability (etithan as a result of a Change in Law) to
comply with Section 3.01(g)except to the extent that such Foreign Lendeitgassignor, if any) was entitled, at the timele$ignation of a
new Lending Office (or assignment), to receive iddal amounts from the Borrower with respect tohswithholding tax pursuant to

Section 3.01(a)
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“ Extraordinary Receipt% means any receipt by the Borrower or any of itss8liiries of any insurance proceeds or condemnatiard:
in respect of any equipment, fixed assets or regierty (including any improvements thereon) tdaee or repair such equipment, fixed assets
or real property.

“ Federal Funds Ratemeans, for any day, the rate per annum equdleéavieighted average of the rates on overnight éflerds
transactions with members of the Federal Resers&e8yarranged by Federal funds brokers on suchedgyublished by the Federal Reserve
Bank of New York on the Business Day next succagdirch day; providethat (a) if such day is not a Business Day, theeF@d-unds Rate
for such day shall be such rate on such transactiarthe next preceding Business Day as so pullisheéhe next succeeding Business Day,
and (b) if no such rate is so published on such siexceeding Business Day, the Federal Funds Bagei€h day shall be the average rate
(rounded upward, if necessary, to a whole multgflé/ 1000f 1%) charged to Bank of America on such day arhdtansactions as determined
by the Administrative Agent.

“ Fee Letter’ means the letter agreement, dated as of the iifjd3ate, between the Borrower and the Administeafigent.

“ Foreign Lendef means any Lender that is organized under the l&agwisdiction other than that in which the Bomer is resident fc
tax purposes. For purposes of this definition,Uinéed States, each State thereof and the Distfi€olumbia shall be deemed to constitute a
single jurisdiction.

“ Foreign Subsidiary means any Subsidiary that is organized undetaive of any jurisdiction that is not a politicaltglivision of the
United States.

“ FRB " means the Board of Governors of the Federal Resgystem of the United States.

“Fund” means any Person (other than a natural persan)stfor will be) engaged in making, purchasingding or otherwise investing
in commercial loans and similar extensions of drigdihe ordinary course of its business.

“ GAAP " means generally accepted accounting principlékénUnited States set forth in the opinions armhpuncements of the
Accounting Principles Board and the American loggitof Certified Public Accountants and statemani pronouncements of the Financial
Accounting Standards Board or such other principemay be approved by a significant segment oftiseunting profession in the United
States, that are applicable to the circumstance$ thg date of determination, consistently applied

“ Governmental Authority means the government of the United States or dmgr aiation, or of any political subdivision thereahethe
state or local, and any agency, authority, instmialéy, regulatory body, court, central bank dnetentity exercising executive, legislative,
judicial, taxing, regulatory or administrative pawer functions of or pertaining to government [{iiing any supi-national bodies such as the
European Union or the European Central Bank).
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“ Governmental Authorizationsmeans any permit, license, authorization, plareafive, consent order, consent decree or otheset
of or from any Governmental Authority.

“ Guarante€ means, as to any Person, (a) any obligation,icgant or otherwise, of such Person guaranteeiriaving the economic
effect of guaranteeing any Indebtedness or othiggaiton payable or performable by another Persba (primary obligor”) in any manner,
whether directly or indirectly, and including angligation of such Person, direct or indirect, ¢)purchase or pay (or advance or supply funds
for the purchase or payment of) such Indebtednesther obligation, (ii) to purchase or lease proypesecurities or services for the purpose of
assuring the obligee in respect of such Indebtedoesther obligation of the payment or performaoicseuch Indebtedness or other obligation,
(i) to maintain working capital, equity capitat any other financial statement condition or ligtyicbr level of income or cash flow of the
primary obligor so as to enable the primary obligopay such Indebtedness or other obligationiWefitered into for the purpose of assuring
in any other manner the obligee in respect of $ndbbtedness or other obligation of the paymemteoformance thereof or to protect such
obligee against loss in respect thereof (in whole gart), or (b) any Lien on any assets of suels®n securing any Indebtedness or other
obligation of any other Person, whether or not dadebtedness or other obligation is assumed bly Becson (or any right, contingent or
otherwise, of any holder of such Indebtedness taiolany such Lien). The amount of any Guaranted be deemed to be an amount equal to
the stated or determinable amount of the relatedasy obligation, or portion thereof, in respectdfich such Guarantee is made or, if not
stated or determinable, the maximum reasonablgipated liability in respect thereof as determibgdhe guaranteeing Person in good faith.
The term “Guarantee” as a verb has a correspondedaning.

“ Hazardous Materialsmeans all explosive or radioactive substancesastes and all hazardous or toxic substances, svasteher
pollutants, including petroleum or petroleum diat#s, asbestos or asbestos-containing mater@is;tporinated biphenyls, radon gas,
infectious or medical wastes and all other substsuor wastes of any nature regulated pursuantyt&awnironmental Law.

“ Indebtedness means, as to any Person at a particular timdyowit duplication, all of the following, whether oot included as
indebtedness or liabilities in accordance with GAAP

(a) all obligations of such Person for borrowed eyoand all obligations of such Person evidencelddnds, debentures, notes, Ic
agreements or other similar instruments;

(b) all direct or contingent obligations of suchr$m arising under letters of credit (includingsty and commercial), bankers’
acceptances, bank guaranties, surety bonds andsingtruments;

(c) net obligations of such Person under any Swaptract;
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(d) all obligations of such Person to pay the defipurchase price of property or services (othan trade accounts payable in the
ordinary course of business and, in each caseyasttdue for more than 60 days, other than thosg lsentested in good faith by
appropriate proceedings);

(e) indebtedness (excluding prepaid interest thgreecured by a Lien on property owned or beinglpased by such Person
(including indebtedness arising under conditiomés or other title retention agreements), whetherot such indebtedness shall have
been assumed by such Person or is limited in reequr

(f) Capital Lease Obligations and Synthetic Leabédations of such Person;

(9) all direct and indirect obligations of such &ar in respect of Disqualified Capital Stock, alid#er obligations of such Person
to purchase, redeem, retire, defease or otherwéd® rmny payment in respect of any Equity Intemesuich Person or any other Person,
valued, in the case of a redeemable preferredeisiteat the greater of its voluntary or involuntheyidation preference plusccrued and
unpaid dividends;

(h) all Off-Balance Sheet Liabilities of such Persand
(i) all Guarantees of such Person in respect ofdaditige foregoing.
For all purposes hereof, the Indebtedness of argoReshall include the Indebtedness of any pattifes joint venture (other than a jo
venture that is itself a corporation or limitedblity company) in which such Person is a geneegatier or a joint venturer, unless such
Indebtedness is expressly made non-recourse toPRrslon. The amount of any net obligation under&mgip Contract on any date shall be

deemed to be the Swap Termination Value thereof asch date. The amount of any Capital Lease @titig or Synthetic Lease Obligation
of any date shall be deemed to be the amount obétable Indebtedness in respect thereof as df date.

“ Indemnified Taxes means Taxes other than Excluded Taxes.

“ Indemnitees’ has the meaning specified in Section 10.04(b)
“ Information” has the meaning specified in Section 10.07

“ Interest Payment Datemeans, (a) as to any Loan other than a Base [Re®, the last day of each Interest Period applécabsuch
Loan and the Maturity Date; providethowever, that if any Interest Period for a LIBOR Rate Laaweeds three months, the respective dates
that fall every three months after the beginningudh Interest Period shall also be Interest PayDates; and (b) as to any Base Rate Loan,
the last Business Day of each March, June, SepteamokDecember and the Maturity Date.

“ Interest Period means, as to each LIBOR Rate Loan, the periodneenting on the date such LIBOR Rate Loan is digulics
converted to or continued as a LIBOR Rate Loan
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and ending on the date one, two, three or six nwothtbreafter, as selected by the Borrower in isnLNotice; providedhat:

(i) any Interest Period that would otherwise endhatay that is not a Business Day shall be extetw#ite next succeeding Busin
Day unless such Business Day falls in another dalemonth, in which case such Interest Period slmallon the next preceding Business
Day;

(i) any Interest Period that begins on the lassiBess Day of a calendar month (or on a day fockttiere is no numerically
corresponding day in the calendar month at theofisdch Interest Period) shall end on the lastiB2ss Day of the calendar month at the
end of such Interest Period; and

(iii) no Interest Period shall extend beyond thetiigy Date.

“ Internal Control Event means a material weakness in, or fraud that we®management or other employees who have aisaymtif
role in, the Borrower’s internal controls over firial reporting, in each case as described in duansties Laws.

“ Investment’ means, as to any Person, any direct or indireguition or investment by such Person, whethembgns of (a) the
purchase or other acquisition of capital stocktheosecurities of another Person, (b) a loan, movar capital contribution to, Guarantee or
assumption of debt of, or purchase or other aciijisof any other debt or equity participation oterest in, another Person, including any
partnership or joint venture interest in such ofherson and any arrangement pursuant to whichttestor Guarantees Indebtedness of such
other Person, or (c) the purchase or other aciprigjiin one transaction or a series of transacjiohassets of another Person that constitute a
business unit. For purposes of covenant compligheeamount of any Investment shall be the amoctotdly invested, without adjustment for
subsequent increases or decreases in the valuelfrsvestment.

“ IP_Rights” has the meaning specified in Section 5.17
“ RS " means the United States Internal Revenue Service.

“1SP " means, with respect to any Letter of Credit, théernational Standby Practices 1998” publishedh®y Institute of International
Banking Law & Practice (or such later version tloér@s may be in effect at the time of issuance).

“ Issuer Document$means with respect to any Letter of Credit, thiegtér of Credit Application, and any other documegreement and
instrument entered into by the L/C Issuer and the@®ver (or any Subsidiary) or in favor the L/Cuss and relating to any such Letter of
Credit.

“Laws ” means, collectively, all international, foreigrederal, state and local statutes, treaties, rgleédelines, regulations, ordinances,
codes and administrative or judicial precedentuhorities, including the interpretation or adratration thereof by any Governmental
Authority charged with the enforcement, interprietator administration thereof, and all applicabdierénistrative orders, directed duties,
requests, licenses, authorizations and permitsrmaf,agreements with, any Governmental Authoritgaoh case whether or not having the f
of law.
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“ L/C Advance” means, with respect to each Lender, such Lendiending of its participation in any L/C Borrowirig accordance with
its Applicable Percentage.

“ L/C Borrowing” means an extension of credit resulting from anding under any Letter of Credit which has not besimbursed on the
date when made or refinanced as a Borrowing.

“ L/C Credit Extensiorf means, with respect to any Letter of Credit, idsiance thereof or extension of the expiry datectdf, or the
increase of the amount thereof.

“ L/C Issuer” means Bank of America in its capacity as issudratters of Credit hereunder, or any successareisef Letters of Credit
hereunder.

“ L/C Obligations” means, as at any date of determination, the gggeeamount available to be drawn under all outtitanletters of
Credit plusthe aggregate of all Unreimbursed Amounts, inclgdifi L/C Borrowings. For purposes of computing #mount available to be
drawn under any Letter of Credit, the amount ohsuetter of Credit shall be determined in accor@awith Section 1.06 For all purposes of
this Agreement, if on any date of determinationestér of Credit has expired by its terms but anypam may still be drawn thereunder by
reason of the operation of Rule 3.14 of the ISBhdLetter of Credit shall be deemed to be “outsitagidin the amount so remaining available
to be drawn.

“Lender” has the meaning specified in the introductoryagaaph hereto.

“ Lending Office” means, as to any Lender, the office or officeswfh Lender described as such in such Lender’sidisirative
Questionnaire, or such other office or offices agader may from time to time notify the Borrowerdahe Administrative Agent.

“ Letter of Credit’ means any standby letter of credit issued hereund

“ Letter of Credit Applicatiorf means an application and agreement for the isianamendment of a Letter of Credit in the foromf
time to time in use by the L/C Issuer.

“ Letter of Credit Expiration Datémeans the day that is seven days prior to theutgitDate then in effect (or, if such day is not a
Business Day, the next preceding Business Day).

“ Letter of Credit Feé has the meaning specified in Section 2.03(i)

“ Letter of Credit Sublimit’ means an amount equal to $10,000,000. The Left€redit Sublimit is part of, and not in additiam the
Aggregate Commitments.

“ LIBOR Base Raté means, for such Interest Period, the rate peuamequal to the British Bankers Association LIBOR®&(“ BBA
LIBOR "), as published by Reuters (or other commercialigilable source providing quotations of BBA LIB@R designated by the
Administrative Agent from time to time) at approxately 11:00 a.m., London time, two Business Daysrio the commencement of such
Interest Period, for Dollar deposits (for
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delivery on the first day of such Interest Periaith a term equivalent to such Interest Periogukéh rate is not available at such time for any
reason, then the “LIBOR Base Rate” for such Intelfesiod shall be the rate per annum determinettiéyAdministrative Agent to be the rate
at which deposits in Dollars for delivery on thesfiday of such Interest Period in same day fundke approximate amount of the LIBOR R
Loan being made, continued or converted by Bankmérica and with a term equivalent to such InteResiod would be offered by Bank of
America’s London Branch to major banks in the Lamdtgerbank eurodollar market at their requesipatreximately 11:00 a.m. (London time)
two Business Days prior to the commencement of sutehest Period.

“LIBOR Rate” means for any Interest Period with respect tdBQR Rate Loan, a rate per annum determined byAtministrative
Agent pursuant to the following formula:

LIBOR Base Ratt

LIBOR Rate - 1.00- LIBOR Reserve Percenta

“LIBOR Rate Loan’ means a Loan that bears interest at a rate b@aséuke LIBOR Rate.

“ LIBOR Reserve Percentageneans, for any day during any Interest Period,rserve percentage (expressed as a decimagéccaut
to five decimal places) in effect on such day, wkebr not applicable to any Lender, under regoegtissued from time to time by the FRB for
determining the maximum reserve requirement (irialyiédiny emergency, supplemental or other margasgmve requirement) with respect to
LIBOR funding (currently referred to as “Eurocuregriiabilities”). The LIBOR Rate for each outstandiLIBOR Rate Loan shall be adjusted
automatically as of the effective date of any cleaimgthe LIBOR Reserve Percentage.

“ Lien " means any mortgage, pledge, hypothecation, asggh deposit arrangement, encumbrance, lien {etgtar other), charge, or
preference, priority or other security interespoeferential arrangement in the nature of a secinierest of any kind or nature whatsoever
(including any conditional sale or other title rgien agreement, any easement, right of way orr@heumbrance on title to real property, and
any financing lease having substantially the sacem@mic effect as any of the foregoing).

“ Litigation Liability " means the amount of any liability of the Borrovegrany Subsidiary arising out of (and equal toah®unt of) any
Adverse Determination.

“ Litigation Loss” means any loss of the Borrower or any Subsidéitgbutable to any Adverse Determination.
“Loan” has the meaning specified in Section 2.01
“ Loan Document$ means this Agreement, each Note, each Issuerment the Fee Letter and the Subsidiary Guarantee.

“ Loan Notice” means a notice of (a) a Borrowing, (b) a convarsif Loans from one Type to the other, or (c) aticwation of LIBOR
Rate Loans, pursuant to Section 2.02(ahich, if in writing, shall be substantially ihe form of Exhibit A.
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“ Loan Parties means, collectively, the Borrower and each SubsydGuarantor.

“ Material Adverse Effect means (a) a material adverse change in, or arrab&elverse effect upon, the operations, businasgperties,
liabilities (actual or contingent) or conditionr(éincial or otherwise) of the Borrower and its Sdiasies taken as a whole; (b) a material
impairment of the ability of any Loan Party to perf its obligations under any Loan Document to \whids a party; or (c) a material adverse
effect upon the legality, validity, binding effemt enforceability against any Loan Party of any h@ocument to which it is a party. Any
change in the price or trading volume of the cédsiiack of the Borrower shall not, in and of itselbnstitute a Material Adverse Effect.

“ Maturity Date” means December 28, 2007.
“ Moody’s” means Moody’s Investors Service, Inc. and anyessor thereto.

“ Multiemployer Plan” means any employee benefit plan of the type dlesdrin Section 4001(a)(3) of ERISA, to which therwer or
any ERISA Affiliate makes or is obligated to makmntributions, or during the preceding five planngedas made or been obligated to make
contributions.

“ Net Cash Proceedsmeans:

(a) with respect to any Asset Sale (other thanissiyance or sale of Equity Interests), the casbgads received by the Borrower or
any of its Subsidiaries (including cash proceedssquently received (as and when received by theo®er or any of its Subsidiaries)
respect of non-cash consideration initially recd)veet of (i) bona fide direct costs incurred impection with such Asset Sale;

(i) amounts provided as a reserve, in accordaritte @AAP, against any liabilities under any indefigation obligations associated with
such Asset Sale (_providdidat, to the extent and at the time any such anscanet released from such reserve, such amounts shal
constitute Net Cash Proceeds) and (iii) the pralcgmount, premium or penalty, if any, interest atiter amounts on any Indebtedness
for borrowed money (other than the Loans) whicbeisured by a Lien on the properties sold in sugdefSale (so long as such Lien was
permitted to encumber such properties under the Dmecuments at the time of such sale) and whicbpaid with such proceeds (other
than any such Indebtedness assumed by the purafeserh properties); and

(b) with respect to any Extraordinary Receipts,dagh insurance proceeds, condemnation awardstlaedaompensation received
in respect thereof, net of (i) all reasonable casts expenses incurred in connection with the ctla of such proceeds, awards or other
compensation in respect of such Extraordinary Regse(ii) any portion of such proceeds, awardsamnjgensation constituting
reimbursement or compensation for amounts prewaquesid by the Borrower or its Subsidiaries in respd the theft, loss, destruction,
damage or other similar event relating to suchadexttinary Receipts and (iii) the principal amoyaremium or penalty, if any, interest
and other amounts on any Indebtedness for borrama@tky (other than the Loans) which is secured big@a on the properties in respect
of which such Extraordinary
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Receipts are received (so long as such lien wasifted to encumber such properties under the LoacuBents at the time of such sale)
and which is repaid with such proceeds;

providedthat no net cash proceeds calculated in accordaiticghe foregoing realized in a single transactorseries of related transactions
shall constitute Net Cash Proceeds unless andthatdggregate amount of all such net cash proéeenlsh fiscal year shall exceed
$1,000,000.

“ Note " means a promissory note made by the Borroweawoff of a Lender evidencing Loans made by such éersibstantially in the
form of Exhibit C.

“ Obligations” means (a) all advances to, and debts, liabilitiddigations, covenants and duties of, any LoamyRaising under any
Loan Document or otherwise with respect to any Loahetter of Credit, whether direct or indireatciuding those acquired by assumption),
absolute or contingent, due or to become due, nastieg or hereafter arising and including interastl fees that accrue after the
commencement by or against any Loan Party or afiliad thereof of any proceeding under any DelRefief Laws naming such Person as
the debtor in such proceeding, regardless of wihatheh interest and fees are allowed claims in gnebeeding and (b) all obligations with
respect to Swap Contracts and Treasury Managengreefents of the Borrower or any Subsidiary to Whid ender or Affiliate of any
Lender is a party.

“ Off-Balance Sheet Liabiliti€smeans, with respect to any Person as of anyafadetermination thereof, without duplication andte
extent not included as a liability on the consdldbbalance sheet of such Person and its Subsigliaraccordance with GAAP: (a) with resy
to any asset securitization transaction (including accounts receivable purchase facility) (i)uheecovered investment of purchasers or
transferees of assets so transferred and (ii) grer payment, recourse, repurchase, hold harmietemnity or similar obligation of such
Person or any of its Subsidiaries in respect aétagsansferred or payments made in respect thestedr than limited recourse provisions that
are customary for transactions of such type antdnigher (x) have the effect of limiting the lamscredit risk of such purchasers or transferees
with respect to payment or performance by the obéigf the assets so transferred nor (y) impaictiaacterization of the transaction as a true
sale under applicable Laws (including Debtor Rdliafvs); (b) the monetary obligations under anyiiciag lease or so-called “synthetic,” tax
retention or off-balance sheet lease transactidohylipon the application of any Debtor Relief Lemsuch Person or any of its Subsidiaries,
would be characterized as indebtedness; or (cptrer monetary obligation arising with respectng ather transaction which (i) is
characterized as indebtedness for tax purposasabdior accounting purposes in accordance with GAAR) is the functional equivalent of
takes the place of borrowing but which does nostitiie a liability on the consolidated balanceedia# such Person and its Subsidiaries (for
purposes of this clause (d), any transaction stradtto provide tax deductibility as interest exgepf any dividend, coupon or other periodic
payment will be deemed to be the functional eqeinbbf a borrowing).

“ Organization Documentsmeans, (a) with respect to any corporation, thificate or articles of incorporation and thedws (or
equivalent or comparable constitutive documents
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with respect to any non-U.S. jurisdiction); (b) viespect to any limited liability company, thetderate or articles of formation or
organization and operating agreement; and (c) reitpect to any partnership, joint venture, trusitber form of business entity, the
partnership, joint venture or other applicable agrent of formation or organization and any agregmestrument, filing or notice with respe
thereto filed in connection with its formation aganization with the applicable Governmental Auityain the jurisdiction of its formation or
organization and, if applicable, any certificateadticles of formation or organization of such gnti

“ Other Taxes means all present or future stamp or documeritatgs or any other excise or property taxes, clsavgsimilar levies
arising from any payment made hereunder or undgo#rer Loan Document or from the execution, dejna enforcement of, or otherwise
with respect to, this Agreement or any other Loacunent.

“ Qutstanding Amount means (i) with respect to Loans on any date, tigeegmte outstanding principal amount thereof afieing effec
to any borrowings and prepayments or repayment®aifs occurring on such date; and (ii) with respeetny L/C Obligations on any date, !
amount of such L/C Obligations on such date afteéng effect to any L/C Credit Extension occurriag such date and any other changes il
aggregate amount of the L/C Obligations as of slath, including as a result of any reimbursemeythé Borrower of Unreimbursed
Amounts.

“ Participant” has the meaning specified in Section 10.06(d)
“PBGC” means the Pension Benefit Guaranty Corporation.

“ Pension Plari means any “employee pension benefit plan” (as1daom is defined in Section 3(2) of ERISA), othiean a
Multiemployer Plan, that is subject to Title IV BRISA and is sponsored or maintained by the Borrawany ERISA Affiliate or to which th
Borrower or any ERISA Affiliate contributes or has obligation to contribute, or in the case of dtiple employer or other plan described in
Section 4064(a) of ERISA, has made contributiorengttime during the immediately preceding fiverpjeears.

“ Permitted Acquisitiorf means any acquisition by the Borrower or anytefwholly-owned Subsidiaries, whether by purchaserger or
otherwise, of all or substantially all of the assef, all of the Equity Interests of, or a businkss or unit or a division of, any Person; provdde

(i) immediately prior to, and after giving effetiereto, no Default or Event of Default shall hacewred and be continuing or
would result therefrom;

(i) all transactions in connection therewith shal consummated, in all material respects, in azoare with all applicable laws and
in conformity with all applicable Governmental Aotizations;

(iii) in the case of the acquisition of Equity Irgsts, all of the Equity Interests (except for angh securities in the nature of
directors’ qualifying shares required pursuantgpleable law) acquired or otherwise issued by deefson or any newly
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formed Subsidiary of the Borrower in connectionhastich acquisition shall be owned 100% by the Boeercor a Subsidiary thereof, and
the Borrower shall have taken, or caused to bentede of the date such Person becomes a Subsiditivg Borrower, all required action
under Section 6.12

(iv) the Borrower and its Subsidiaries shall beampliance with the financial covenants set forttsection 7.1bn a Pro forma
Basis after giving effect to such acquisition ashef last day of the fiscal quarter most recentigesl;

(v) the Borrower shall have delivered to the Lesdsrleast ten (10) Business Days prior to suchgsed acquisition (and the
Administrative Agent shall deliver to the Lendepon their request), (A) a Compliance Certificatalercing compliance with
Section 7.1%s required under clause (iv) above, (B) if theraggte Acquisition Consideration for such propcaeglisition (or any
series of related acquisitions) exceeds $12,000@@fections and calculations (including a statetas to sources and uses of funds),
each in form and substance reasonably satisfatiidhe Required Lenders, demonstrating that thenfiral covenants set forth in
Section 7.1Wwill continue to be met for the first four full fial quarters following the date of such acquisitimmd (C) all relevant
financial information with respect to such acquiessets or Equity Interests (and any issuer thgneafuding, without limitation, the
aggregate consideration for such acquisition alydoéimer information required to demonstrate commm@with Section 7.11

(vi) any Person or assets or division as acquineatcordance herewith shall be in same busindasesrof business in which the
Borrower and/or its Subsidiaries are engaged #dseo€losing Date or a similar or related businedge of business or such other lines
of businesses as may be consented to by Requiretets and

(vii) after giving effect to such acquisition ohetr transaction, neither the Borrower nor any Siiasy shall have any interest in ¢
Joint Venture that would not be permitted hereunder

“ Person” means any natural person, corporation, limitedility company, trust, joint venture, associatioompany, partnership,

Governmental Authority or other entity.

“Plan” means any “employee benefit plan” (as such texubefined in Section 3(3) of ERISA) establishedtms Borrower or, with

respect to any such plan that is subject to Sedtiéhof the Code or Title IV of ERISA, any ERISAfiate.

“ Platform” has the meaning specified in Section 6.02

“ Pro forma Basi$s means, for purposes of calculating compliancénaity test or financial covenant under this Agresnfi@r any period

in connection with a Permitted Acquisition, thatlslPermitted Acquisition (and all other Permittbdtthave been consummated during the
applicable period) and the following transactiomgdnnection therewith shall be deemed to haveroedwas of the first day of the applicable
period of measurement in such test or covenanin¢ame statement items (whether positive or negptttributable to the property or Person
subject to such Permitted Acquisitions shall béuided,
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(b) any retirement of Indebtedness, and (c) anghbtetiness incurred or assumed by the Borroweryoofits Subsidiaries in connection
therewith and if such Indebtedness has a floatirfgronula rate, shall have an implied rate of ierfor the applicable period for purposes of
this definition determined by utilizing the rate sl is or would be in effect with respect to sunbdbtedness as at the relevant date of
determination;_providethat the foregoing pro forma adjustments may bdieghpo any such test or financial covenant sotelthe extent that
such adjustments are consistent with GAAP and efifext to events (including operating expense rédns) that are (x) attributable to such
transaction, (y) expected to have a continuing ichpa the Borrower and its Subsidiaries and (Z)uiaty supportable ( providetthiat pro formi
effect shall only be given to operating expenseicédns or similar anticipated benefits from anyr®ited Acquisition to the extent that such
adjustments and the bases therefor are set fordasonable detail in a certificate of the chiefficial officer of the Borrower delivered to the
Administrative Agent and dated the relevant datdeteérmination and which certifies that all necegsteps for the realization thereof have
been taken or the Borrower reasonably anticipdiasat]l necessary steps for the realization thesglbbe taken within six months following
such date of determination).

“ Register” has the meaning specified in Section 10.06(c)

“ Registered Public Accounting Firfrhas the meaning specified in the Securities Land shall be independent of the Borrower as
prescribed by the Securities Laws.

“ Related Partie$ means, with respect to any Person, such Pergdfilmtes and the partners, directors, officemsymoyees, agents and
advisors of such Person and of such Person’s atiii.

“ Reportable Event means any of the events set forth in Section d&4& ERISA, other than events for which the 39 datice period
has been waived.

“ Request for Credit Extensidmmeans (a) with respect to a Borrowing, convergiogontinuation of Loans, a Loan Notice and (bthwi
respect to an L/C Credit Extension, a Letter ofd@rApplication.

“ Required LenderS means, as of any date of determination, Lendavéng more than 50% (or, if there are fewer tharmr foenders, 66
2/ 3%) of the Aggregate Commitments or, if the commitinaf each Lender to make Loans and the obligaifdhe L/C Issuer to make L/C
Credit Extensions have been terminated pursuaBéttion 8.02 Lenders holding in the aggregate more than 50%f(there are fewer than
four Lenders, 66/ 3%) of the Total Outstandings (with the aggregateant of each Lender’s risk participation and fungedicipation in
L/C Obligations being deemed “held” by such Lenfdempurposes of this definition); providéldat the Commitment of, and the portion of the
Total Outstandings held or deemed held by, any Wtfg Lender shall be excluded for purposes of imgla determination of Required
Lenders.

“ Reserve Account means an account established with Bank of Amesitéerms (including terms permitting the amoumtsieposit in
such account to be applied to the related Coveitightion Liability or to be released upon the pamhor other satisfaction in full of
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such related Covered Litigation Liability subjeicteach case, to conditions (including as to treeabe of Defaults before and after giving
effect to such application or release) reasonatdgtable to the Administrative Agent) satisfactimryhe Administrative Agent.

“ Responsible Officet means the chief executive officer, presidentetfinancial officer or controller of a Loan Parimy document
delivered hereunder that is signed by a Respon§iffleer of a Loan Party shall be conclusively pre®d to have been authorized by all
necessary corporate, partnership and/or otherractidhe part of such Loan Party and such ResplenSiticer shall be conclusively presumed
to have acted on behalf of such Loan Party.

“ Restricted Paymeritmeans any dividend or other distribution (whetlmecash, securities or other property) with respe@any capital
stock or other Equity Interest of the Borrower ny &ubsidiary, or any payment (whether in cashyses or other property), including any
sinking fund or similar deposit, on account of fhechase, redemption, retirement, acquisition, eation or termination of any such capital
stock or other Equity Interest, or on account of ggturn of capital to the Borrower’s stockholdgrartners or members (or the equivalent
Person thereof).

“ S&P " means Standard & Poor’s Ratings Services, aidiwisf The McGraw-Hill Companies, Inc. and any sgsor thereto.
“ SarbanesOxley” means the Sarbanes-Oxley Act of 2002.
“ SEC” means the Securities and Exchange CommissioanpiGovernmental Authority succeeding to any opiiacipal functions.

“ Securities Laws means the Securities Act of 1933, the Securkieshange Act of 1934, Sarbanes-Oxley and the aggkcaccounting
and auditing principles, rules, standards and pespromulgated, approved or incorporated by tB€ 8r the Public Company Accounting
Oversight Board, as each of the foregoing may beral®ed and in effect on any applicable date heregunde

“ Solvency Certificaté means a certificate signed by a Responsible &ffif the Borrower, substantially in the form oftibit B .

“ Subsidiary” of a Person means a corporation, partnershipt ja@nture, limited liability company or other bugss entity of which a
majority of the shares of securities or other ies¢s having ordinary voting power for the electibmirectors or other governing body (other
than securities or interests having such power bylseason of the happening of a contingency) titleeatime beneficially owned, or the
management of which is otherwise controlled, diyectr indirectly through one or more intermediatier both, by such Person. Unless
otherwise specified, all references herein to eb%&iliary” or to “Subsidiaries” shall refer to a Sidiary or Subsidiaries of the Borrower.

“ Subsidiary Guaranteemeans the Subsidiary Guarantee made by the Bemrawd the Subsidiary Guarantors in favor of the
Administrative Agent and the Lenders, substantialithe form of Exhibit E
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“ Subsidiary Guarantorsmeans, collectively, all Subsidiaries of the Bomer other than Excluded Subsidiaries.

“ Swap Contract means (a) any and all rate swap transactionss Basps, credit derivative transactions, forwate transactions,
commodity swaps, commodity options, forward comrtyodontracts, equity or equity index swaps or apidoond or bond price or bond inc
swaps or options or forward bond or forward boridepor forward bond index transactions, interest gptions, forward foreign exchange
transactions, cap transactions, floor transactioolfar transactions, currency swap transactiorssccurrency rate swap transactions, currency
options, spot contracts, or any other similar taatisns or any combination of any of the foregqjimgluding any options to enter into any of
the foregoing), whether or not any such transadsayoverned by or subject to any master agreeraadt(b) any and all transactions of any
kind, and the related confirmations, which are eabjo the terms and conditions of, or governedaby, form of master agreement publishe:
the International Swaps and Derivatives Associatioo., any International Foreign Exchange Mastgre&ment, or any other master
agreement (any such master agreement, togetheamythelated schedules, a “ Master Agreenignncluding any such obligations or
liabilities under any Master Agreement.

“ Swap Termination Valué means, in respect of any one or more Swap Castrafter taking into account the effect of anyalg
enforceable netting agreement relating to such Sdwmagracts, (a) for any date on or after the datd Swap Contracts have been closed out
and termination value(s) determined in accordaheeetvith, such termination value(s), and (b) for date prior to the date referenced in
clause (a), the amount(s) determined as the mankatiet value(s) for such Swap Contracts, as détedrbased upon one or more nmidwke:
or other readily available quotations provided hy eecognized dealer in such Swap Contracts (wmiaf1 include a Lender or any Affiliate of
a Lender).

“ Synthetic Lease Obligatiohmeans the monetary obligation of a Person unalea Go-called synthetic, offalance sheet or tax retenti
lease, or (b) an agreement for the use or posseskjmroperty creating obligations that do not appan the balance sheet of such Person but
which, upon the insolvency or bankruptcy of sucksBe, would be characterized as the indebtednesscbf Person (without regard to
accounting treatment).

“ Taxes” means all present or future taxes, levies, impadtties, deductions, withholdings, assessmesss, ér other charges imposed
by any Governmental Authority, including any intsreadditions to tax or penalties applicable treret

“ Threshold Amount means $2,500,000.

“ Total Outstanding$ means the aggregate Outstanding Amount of alhlsand all L/C Obligations.

“ Treasury Management Agreemérheans any agreement governing the provisioneafsury or cash management services, including
netting services, deposit accounts, funds tranafegmated clearinghouse, zero balance accoutusnee check concentration, controlled
disbursement, lockbox, account reconciliation apbrting and trade finance services.
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“ Type " means, with respect to a Loan, its characterBase Rate Loan or a LIBOR Rate Loan.

“ Unfunded Pension Liability means the excess of a Pension Plan’s benefititiab under Section 4001(a)(16) of ERISA, ovee th
current value of that Pension Plan’s assets, déterhin accordance with the assumptions used fatiflg the Pension Plan pursuant to
Section 412 of the Code for the applicable plamryea

“ United States and “ U.S.” mean the United States of America.

“ Unreimbursed Amount has the meaning specified in Section 2.03(c)(i)

1.02 Other Interpretive Provisions.With reference to this Agreement and each othenl@acument, unless otherwise specified herein
or in such other Loan Document:

(a) The definitions of terms herein shall apply @tyto the singular and plural forms of the terdesined. Whenever the context
may require, any pronoun shall include the corradpt masculine, feminine and neuter forms. Thedsdrinclude,” “ includes” and “
including” shall be deemed to be followed by the phraseHuuit limitation.” The word “ will” shall be construed to have the same
meaning and effect as the word “ shalUnless the context requires otherwise, (i) agfirdtion of or reference to any agreement,
instrument or other document (including any Orgatiin Document) shall be construed as referringutth agreement, instrument or
other document as from time to time amended, sapgi¢ed or otherwise modified (subject to any reitms on such amendments,
supplements or modifications set forth herein cang other Loan Document), (ii) any reference heteiany Person shall be construed to
include such Person’s successors and assignghéiiyords “ hereini’ “ hereof” and “ hereundey” and words of similar import when
used in any Loan Document, shall be construedfér te such Loan Document in its entirety and wcany particular provision thereof,
(iv) all references in a Loan Document to Articl8gctions, Exhibits and Schedules shall be corgstaueefer to Articles and Sections of,
and Exhibits and Schedules to, the Loan Documewtich such references appear, (v) any refereneaydaw shall include all statuto
and regulatory provisions consolidating, amendieglacing or interpreting such law and any refeegiocany law or regulation shall,
unless otherwise specified, refer to such law guleion as amended, modified or supplemented fioma to time, and (vi) the words *
asset and “ property” shall be construed to have the same meaning fiect @nd to refer to any and all tangible andnigiale assets
and properties, including cash, securities, ac&antl contract rights.

(b) In the computation of periods of time from &sified date to a later specified date, the wofichtn ” means “ from and
including;” the words “ to” and “ until” each mean *“ to but excludingyand the word “ through means “ to and including
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(c) Section headings herein and in the other Loacuhents are included for convenience of referemtg and shall not affect the
interpretation of this Agreement or any other L&uotument.

1.03 Accounting Terms.(a) Generally All accounting terms not specifically or complgtdefined herein shall be construed in
conformity with, and all financial data (includifigancial ratios and other financial calculationsjuired to be submitted pursuant to this
Agreement shall be prepared in conformity with, GAApplied on a consistent basis, as in effect tiore to time, applied in a manner
consistent with that used in preparing the Audiathncial Statements, excegst otherwise specifically prescribed herein.

(b) Changes in GAAPRIf at any time any change in GAAP would affea ttomputation of any financial ratio or requiremsett forth in
any Loan Document, and either the Borrower or teguRed Lenders shall so request, the Administeafigent, the Lenders and the Borrower
shall negotiate in good faith to amend such rati;equirement to preserve the original intent tbéne light of such change in GAAP (subject
to the approval of the Required Lenders); provitted, until so amended, (i) such ratio or requireméatiscontinue to be computed in
accordance with GAAP prior to such change therath (@) the Borrower shall provide to the Admingive Agent and the Lenders financial
statements and other documents required undefAgieement or as reasonably requested hereundiegskettth a reconciliation between
calculations of such ratio or requirement made tgefmd after giving effect to such change in GAAP.

1.04 Rounding.Any financial ratios required to be maintained bg Borrower pursuant to this Agreement shall beutated by dividing
the appropriate component by the other componantyiag the result to one place more than the nurabplaces by which such ratio is
expressed herein and rounding the result up or dowme nearest number (with a rounding-up if tienego nearest number).

1.05 Times of DayUnless otherwise specified, all references heretimies of day shall be references to Eastern {iaglight or
standard, as applicable).

1.06 Letter of Credit Amounts. Unless otherwise specified herein, the amountladteer of Credit at any time shall be deemed tdhiee
stated amount of such Letter of Credit in effeciwath time; providedhowever, that with respect to any Letter of Credit thatts terms or th
terms of any Issuer Document related thereto, dess/for one or more automatic increases in thegt@mnount thereof, the amount of such
Letter of Credit shall be deemed to be the maxinstated amount of such Letter of Credit after givéfigct to all such increases, whether or
not such maximum stated amount is in effect at scé.

ARTICLE II.
THE COMMITMENTS AND CREDIT EXTENSIONS

2.01 Loans.Subiject to the terms and conditions set forth Ineeach Lender severally agrees to make loans @athloan, a “ Loal) to
the Borrower from time to time, on any Business Daying the Availability Period, in an aggregatecamt not to exceed at any time
outstanding the amount of such Lender’'s Commitmenalyided, however, that after giving
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effect to any Borrowing, (i) the Total Outstandirgfgll not exceed the Aggregate Commitments, anth@ aggregate Outstanding Amount of
the Loans of any Lender, plssach Lender’s Applicable Percentage of the Outstandmount of all L/C Obligations shall not excesuath
Lender's Commitment. Within the limits of each Lemd Commitment, and subject to the other termscmdlitions hereof, the Borrower may
borrow under this Section 2.0prepay under Section 2.0and reborrow under this Section 2.0doans may be Base Rate Loans or LIBOR
Rate Loans, as further provided herein.

2.02 Borrowings, Conversions and Continuations of dans.

(a) Each Borrowing, each conversion of Loans frara dype to the other, and each continuation of LRBRate Loans shall be made
upon the Borrowes irrevocable notice to the Administrative Agenhigh may be given by telephone. Each such noticgt imeireceived by tl
Administrative Agent not later than 11:00 a.mliijee Business Days prior to the requested daa@yBorrowing of, conversion to or
continuation of LIBOR Rate Loans or of any convensdf LIBOR Rate Loans to Base Rate Loans, anafii)he requested date of any
Borrowing of Base Rate Loans. Each telephonic ediicthe Borrower pursuant to this Section 2.0&(a¥t be confirmed promptly by delive
to the Administrative Agent of a written Loan Naj@ppropriately completed and signed by a Resplen€ifficer of the Borrower. Each
Borrowing of, conversion to or continuation of LIBCRate Loans shall be in a principal amount of $2,000 or a whole multiple of $500,000
in excess thereof. Except as provided in Sectio®3(2)and 2.04(c) each Borrowing of or conversion to Base Rate ka#rall be in a
principal amount of $500,000 or a whole multiplesdP0,000 in excess thereof. Each Loan Notice (mératlephonic or written) shall specify
(i) whether the Borrower is requesting a Borrowiag,onversion of Loans from one Type to the otbeg continuation of LIBOR Rate Loans,
(i) the requested date of the Borrowing, conversio continuation, as the case may be (which &wal Business Day), (iii) the principal
amount of Loans to be borrowed, converted or coetin (iv) the Type of Loans to be borrowed or tachlexisting Loans are to be converted,
and (v) if applicable, the duration of the Inter@stiod with respect thereto. If the Borrower fadspecify a Type of Loan in a Loan Notice or
if the Borrower fails to give a timely notice regtieg a conversion or continuation, then the applie Loans shall be made as, or converted to,
Base Rate Loans. Any such automatic conversioraseBRate Loans shall be effective as of the Iasbtithe Interest Period then in effect w
respect to the applicable LIBOR Rate Loans. IfBloerower requests a Borrowing of, conversion togamtinuation of LIBOR Rate Loans in
any such Loan Notice, but fails to specify an legtPeriod, it will be deemed to have specifiedné@rest Period of one month.

(b) Following receipt of a Loan Notice, the Admin&ive Agent shall promptly notify each Lendertioé amount of its Applicable
Percentage of the applicable Loans, and if no §imetice of a conversion or continuation is prodidey the Borrower, the Administrative
Agent shall notify each Lender of the details of antomatic conversion to Base Rate Loans desciibtte preceding subsection. In the case
of a Borrowing, each Lender shall make the amotiitsd.oan available to the Administrative Agentimmediately available funds at the
Administrative Agent’s Office not later than 1:00rp on the Business Day specified in the applicabien Notice. Upon satisfaction of the
applicable conditions set forth in Section 4(88d, if such Borrowing is the initial Credit Exgon, Section 4.0}, the Administrative Agent
shall make all funds so received available to tber@ver in like funds as received by the
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Administrative Agent either by (i) crediting thecaunt of the Borrower on the books of Bank of Aroanvith the amount of such funds or

(i) wire transfer of such funds, in each casedocadance with instructions provided to (and reabbnacceptable to) the Administrative Agent
by the Borrower; providedhowever, that if, on the date the Loan Notice with resgecuch Borrowing is given by the Borrower, thare

L/C Borrowings outstanding, then the proceeds chdBorrowing, first, shall be applied to the payment in full of anglsil./C Borrowings,
and_second shall be made available to the Borrower as pexviabove.

(c) Except as otherwise provided herein, a LIBOReRaan may be continued or converted only onaseday of an Interest Period for
such LIBOR Rate Loan. During the existence of aabif no Loans may be requested as, converteddorginued as LIBOR Rate Loans
without the consent of the Required Lenders.

(d) The Administrative Agent shall promptly notiffye Borrower and the Lenders of the interest rpf@ieable to any Interest Period for
LIBOR Rate Loans upon determination of such inter&t®. At any time that Base Rate Loans are oud#tg, the Administrative Agent shall
notify the Borrower and the Lenders of any chamgBank of America’s prime rate used in determirtimg Base Rate promptly following the
public announcement of such change.

(e) After giving effect to all Borrowings, all coaxsions of Loans from one Type to the other, ahdadtinuations of Loans as the same
Type, there shall not be more than six Interesioéerin effect with respect to Loans.

2.03 Letters of Credit.
(a) The Letter of Credit Commitment

(i) Subject to the terms and conditions set fothein, (A) the L/C Issuer agrees, in reliance ughenagreements of the Lenders set
forth in this_Section 2.03(1) from time to time on any Business Day dutting period from the Closing Date until the LettéCoedit
Expiration Date, to issue Letters of Credit for #ozount of the Borrower or its Subsidiaries, andrhend or extend Letters of Credit
previously issued by it, in accordance with sutiseatb) below, and (2) to honor drawings underlte#ers of Credit; and (B) the
Lenders severally agree to participate in LettéGredit issued for the account of the Borroweit®iSubsidiaries and any drawings
thereunder; providethat after giving effect to any L/C Credit Extensiwith respect to any Letter of Credit, (x) the dldutstandings
shall not exceed the Aggregate Commitments, (yatgregate Outstanding Amount of the Loans of asyder, plusuch Lender’s
Applicable Percentage of the Outstanding Amourallaf/C Obligations shall not exceed such Lend€snmitment, and (z) the
Outstanding Amount of the L/C Obligations shall eateed the Letter of Credit Sublimit. Each reqlgsthe Borrower for the issuance
or amendment of a Letter of Credit shall be deetodzk a representation by the Borrower that the C/€dit Extension so requested
complies with the conditions set forth in the pswvio the preceding sentence. Within the foregbimis, and subject to the terms and
conditions hereof, the Borrower’s ability to obtdietters of Credit shall be fully revolving, anccaedingly the Borrower may, during the
foregoing period, obtain Letters of Credit to reyg@a etters of Credit that have expired or that Haaen drawn upon and reimbursed.
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(ii) The L/C Issuer shall not issue any Letter oédit, if:

(A) subject to Section 2.03(b)(iii), the expiry daif such requested Letter of Credit would occurentban twelve months
after the date of issuance or last extension, anles Required Lenders have approved such expiey da

(B) the expiry date of such requested Letter ofd@neould occur after the Letter of Credit ExpimtiDate, unless all the
Lenders have approved such expiry date.

(iii) The L/C Issuer shall not be under any obligatto issue any Letter of Credit if:

(A) any order, judgment or decree of any Govern@eAtthority or arbitrator shall by its terms purpto enjoin or restrain
the L/C Issuer from issuing such Letter of Crediitany Law applicable to the L/C Issuer or any e=jwr directive (whether or not
having the force of law) from any Governmental Aarity with jurisdiction over the L/C Issuer shalghibit, or request that the L
Issuer refrain from, the issuance of letters oflitrgenerally or such Letter of Credit in partiauta shall impose upon the L/C Iss
with respect to such Letter of Credit any restoictireserve or capital requirement (for which th€ Lssuer is not otherwise
compensated hereunder) not in effect on the Cld3atg, or shall impose upon the L/C Issuer anyioryarsed loss, cost or
expense which was not applicable on the Closing Ratl which the L/C Issuer in good faith deems radte it;

(B) the issuance of such Letter of Credit wouldate one or more policies of the L/C Issuer;

(C) except as otherwise agreed by the Administeatigent and the L/C Issuer, such Letter of Credihian initial stated
amount less than $25,000;

(D) such Letter of Credit is to be denominated ouarency other than Dollars;

(E) such Letter of Credit contains any provisiomsdutomatic reinstatement of the stated amouat afty drawing
thereunder; or

(F) a default of any Lender’s obligations to funtar Section 2.03(@xists or any Lender is at such time a Defaultiegder
hereunder, unless the L/C Issuer has entered atisfactory arrangements with the Borrower or suehder to eliminate the L/C
Issuer’s risk with respect to such Lender.
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(iv) The L/C Issuer shall not amend any Letter oédit if the L/C Issuer would not be permitted atls time to issue such Letter of
Credit in its amended form under the terms hereof.

(v) The L/C Issuer shall be under no obligatiomteend any Letter of Credit if (A) the L/C Issuerwebhave no obligation at such
time to issue such Letter of Credit in its amenfigth under the terms hereof, or (B) the beneficiafrguch Letter of Credit does not
accept the proposed amendment to such Letter afitCre

(vi) The L/C Issuer shall act on behalf of the Lersiwith respect to any Letters of Credit issuedt lyd the documents associated
therewith, and the L/C Issuer shall have all oftieeefits and immunities (A) provided to the Adrstréitive Agent in Article IXwith
respect to any acts taken or omissions sufferetidoy./C Issuer in connection with Letters of Crasiiued by it or proposed to be issued
by it and Issuer Documents pertaining to such keité Credit as fully as if the term “Administragi\Agent” as used in Article IX
included the L/C Issuer with respect to such actsnoissions, and (B) as additionally provided hesgith respect to the L/C Issuer.

(b) Procedures for Issuance and Amendment of lsette€redit; AuteExtension Letters of Credit

(i) Each Letter of Credit shall be issued or amehdes the case may be, upon the request of theBerrdelivered to the L/C Issuer
(with a copy to the Administrative Agent) in theioof a Letter of Credit Application, appropriatelgmpleted and signed by a
Responsible Officer of the Borrower. Such LetteCoédit Application must be received by the L/Qukssand the Administrative Agent
not later than 11:00 a.m. at least two Businesssaysuch later date and time as the Administeafigent and the L/C Issuer may agree
in a particular instance in their sole discretipripr to the proposed issuance date or date of dment, as the case may be. In the case of
a request for an initial issuance of a Letter cédit; such Letter of Credit Application shall sggéh form and detail satisfactory to the
L/C Issuer: (A) the proposed issuance date ofelqeested Letter of Credit (which shall be a Busirigay); (B) the amount thereof; (C)
the expiry date thereof; (D) the name and addresedbeneficiary thereof; (E) the documents tgptesented by such beneficiary in case
of any drawing thereunder; (F) the full text of asertificate to be presented by such beneficiamaise of any drawing thereunder; and
(G) such other matters as the L/C Issuer may reglrirthe case of a request for an amendment obatsanding Letter of Credit, such
Letter of Credit Application shall specify in foramd detail satisfactory to the L/C Issuer (A) thegter of Credit to be amended; (B) the
proposed date of amendment thereof (which shal Basiness Day); (C) the nature of the proposechdment; and (D) such other
matters as the L/C Issuer may require. Additiondhg Borrower shall furnish to the L/C Issuer déimel Administrative Agent such other
documents and information pertaining to such retgaelsetter of Credit issuance or amendment, indgainy Issuer Documents, as the
L/C Issuer or the Administrative Agent may require.

(i) Promptly after receipt of any Letter of Credipplication, the L/C Issuer will confirm with thedministrative Agent (by
telephone or in writing) that the

-28-



Administrative Agent has received a copy of sucttdreof Credit Application from the Borrower anéinot, the L/C Issuer will provide
the Administrative Agent with a copy thereof. Urddle L/C Issuer has received written notice framyp laender, the Administrative
Agent or any Loan Party, at least one Businessiiay to the requested date of issuance or amentofigihe applicable Letter of Cred
that one or more applicable conditions containefiriicle 1V shall not then be satisfied, then, subject to ¢hm$ and conditions hereof,
the L/C Issuer shall, on the requested date, iadiedter of Credit for the account of the Borro@rthe applicable Subsidiary) or enter
into the applicable amendment, as the case maw kbach case in accordance with the L/C Issuetsiusnd customary business
practices. Immediately upon the issuance of eattetlef Credit, each Lender shall be deemed to femdby irrevocably and
unconditionally agrees to, purchase from the LA&LI¢s a risk participation in such Letter of Crédian amount equal to the product of
such Lender’s Applicable Percentage tirttessamount of such Letter of Credit.

(iii) If the Borrower so requests in any applicabktter of Credit Application, the L/C Issuer may jts sole and absolute discretis
agree to issue a Letter of Credit that has autanextiension provisions (each, an “ AtEatension Letter of Credi); providedthat any
such Auto-Extension Letter of Credit must permé thC Issuer to prevent any such extension at mast in each twelve-month period
(commencing with the date of issuance of such Lett€redit) by giving prior notice to the beneéicy thereof not later than a day (the “
Non-Extension Notice Dat8 in each such twelve-month period to be agreeshugt the time such Letter of Credit is issued.gdsl
otherwise directed by the L/C Issuer, the Borroghall not be required to make a specific requetiegd./C Issuer for any such
extension. Once an Auto-Extension Letter of Crhdi been issued, the Lenders shall be deemed ¢calndtvorized (but may not require)
the L/C Issuer to permit the extension of suchdredf Credit at any time to an expiry date notrgen the Letter of Credit Expiration
Date; provided however, that the L/C Issuer shall not permit any sucteesion if (A) the L/C Issuer has determined thatduld not be
permitted, or would have no obligation, at suchetito issue such Letter of Credit in its revisedrfdas extended) under the terms hereof
(by reason of the provisions of clause (ii) or) @f Section 2.03(a)r otherwise), or (B) it has received notice (whighy be by telephone
or in writing) on or before the day that is five ddness Days before the N&xtension Notice Date (1) from the Administrativgeht tha
the Required Lenders have elected not to permift sMtension or (2) from the Administrative Agemtyd_ender or the Borrower that one
or more of the applicable conditions specified @act®n 4.04s not then satisfied, and in each such case digetite L/C Issuer not to
permit such extension.

(iv) Promptly after its delivery of any Letter of&lit or any amendment to a Letter of Credit taewising bank with respect ther
or to the beneficiary thereof, the L/C Issuer al8o deliver to the Borrower and the Administrathgent a true and complete copy of
such Letter of Credit or amendment.
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(c) Drawings and Reimbursements; Funding of Padiidns.

(i) Upon receipt from the beneficiary of any LettérCredit of any notice of a drawing under suclidreof Credit, the L/C Issuer
shall notify the Borrower and the Administrative &g thereof. Not later than 11:00 a.m. on the datny payment by the L/C Issuer
under a Letter of Credit (each such date, an “ H@waie"), the Borrower shall reimburse the L/C Issuer throtighAdministrative Agel
in an amount equal to the amount of such drawiintdpel Borrower fails to so reimburse the L/C Isshyisuch time, the Administrative
Agent shall promptly notify each Lender of the HoDate, the amount of the unreimbursed drawing ‘(tareimbursed Amount), and
the amount of such LendsrApplicable Percentage thereof. In such eventBtireower shall be deemed to have requested a ®orgoof
Base Rate Loans to be disbursed on the Honor bate amount equal to the Unreimbursed Amount, withegard to the minimum and
multiples specified in Section 2.0@ the principal amount of Base Rate Loans, bbfext to the amount of the unutilized portion of th
Aggregate Commitments and the conditions set farection 4.0Zother than the delivery of a Loan Notice). Anyinetgiven by the
L/C Issuer or the Administrative Agent pursuanthis Section 2.03(c)(inay be given by telephone if immediately confirnireavriting;
providedthat the lack of such an immediate confirmationlsiat affect the conclusiveness or binding effeicsuch notice.

(ii) Each Lender shall upon any notice pursuar¢ation 2.03(c)(ijmake funds available to the Administrative Agenttfee
account of the L/C Issuer at the Administrative Age Office in an amount equal to its Applicableé@ntage of the Unreimbursed
Amount not later than 1:00 p.m. on the Business §mcified in such notice by the Administrative Agevhereupon, subject to the
provisions of Section 2.03(c)(iij)each Lender that so makes funds available shalelemed to have made a Base Rate Loan to the
Borrower in such amount. The Administrative Agemalsremit the funds so received to the L/C Issuer.

(i) With respect to any Unreimbursed Amount tiganhot fully refinanced by a Borrowing of Base Rhatans because the
conditions set forth in Section 4.@annot be satisfied or for any other reason, thedeer shall be deemed to have incurred from ti&
Issuer an L/C Borrowing in the amount of the Undeimsed Amount that is not so refinanced, which B&growing shall be due and
payable on demand (together with interest) and bleak interest at the Default Rate. In such ewsth Lender’s payment to the
Administrative Agent for the account of the L/Cuss pursuant to Section 2.03(c)@hall be deemed payment in respect of its
participation in such L/C Borrowing and shall cange an L/C Advance from such Lender in satisfacif its participation obligation
under this Section 2.03

(iv) Until each Lender funds its Loan or L/C Advangursuant to this Section 2.03{e)reimburse the L/C Issuer for any amount
drawn under any Letter of Credit, interest in resjpd such Lender’s Applicable Percentage of sunbunt shall be solely for the account
of the L/C Issuer.
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(v) Each Lendes obligation to make Loans or L/C Advances to raimbk the L/C Issuer for amounts drawn under Letieredit,
as contemplated by this Section 2.03(shall be absolute and unconditional and shalbeaffected by any circumstance, including
(A) any setoff, counterclaim, recoupment, defenseter right which such Lender may have againstiC Issuer, the Borrower or any
other Person for any reason whatsoever; (B) tharoeace or continuance of a Default, or (C) anyeptitcurrence, event or condition,
whether or not similar to any of the foregoing;\yided, however, that each Lender’s obligation to make Loans pamsto this
Section 2.03(cjs subject to the conditions set forth in Sectidd?4other than delivery by the Borrower of a Loan Meji No such
making of an L/C Advance shall relieve or otherwiirggair the obligation of the Borrower to reimbutke L/C Issuer for the amount of
any payment made by the L/C Issuer under any Left@redit, together with interest as provided iere

(vi) If any Lender fails to make available to thdrinistrative Agent for the account of the L/C lssany amount required to be
paid by such Lender pursuant to the foregoing iows of this Section 2.03(by the time specified in Section 2.03(c)(ithe L/C Issue
shall be entitled to recover from such Lender tacthrough the Administrative Agent), on demanahsamount with interest thereon for
the period from the date such payment is requisdtie date on which such payment is immediatelylabia to the L/C Issuer at a rate
per annum equal to the greater of the Federal FRatis and a rate determined by the L/C Issuerdordance with banking industry ru
on interbank compensation. A certificate of the l$€uer submitted to any Lender (through the Adstiative Agent) with respect to any
amounts owing under this clause (vi) shall be agsigke absent manifest error.

(d) Repayment of Participations

(i) At any time after the L/C Issuer has made anpaiyt under any Letter of Credit and has receivedhfany Lender such Lender’s
L/C Advance in respect of such payment in accordarith Section 2.03(c)if the Administrative Agent receives for the asobof the
L/C Issuer any payment in respect of the relateceldmbursed Amount or interest thereon (whetherctliydrom the Borrower or
otherwise, including proceeds of Cash Collateraliad thereto by the Administrative Agent), the Adistrative Agent will distribute to
such Lender its Applicable Percentage thereof @mutely adjusted, in the case of interest paymentreflect the period of time during
which such Lender’s L/C Advance was outstandinghasame funds as those received by the AdmitiisgrAgent.

(i) If any payment received by the Administrati&kgent for the account of the L/C Issuer pursuarieation 2.03(c)(i}s required
to be returned under any of the circumstances itbestin Section 10.06ncluding pursuant to any settlement entered lytthe L/C
Issuer in its discretion), each Lender shall patheoAdministrative Agent for the account of th€Llssuer its Applicable Percentage
thereof on demand of the Administrative Agent, phisrest thereon from the date of such demanhbdalate such amount is returned by
such Lender, at a rate per annum equal to the &elends Rate from time to time in effect. The gations of the Lenders under this
clause shall survive the payment in full of the i@dfions and the termination of this Agreement.
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(e) Obligations Absolute The obligation of the Borrower to reimburse tHE€ llssuer for each drawing under each Letter ofli€nd to
repay each L/C Borrowing shall be absolute, undiomil and irrevocable, and shall be paid strigilpccordance with the terms of this
Agreement under all circumstances, including thiefong:

(i) any lack of validity or enforceability of sudtetter of Credit, this Agreement, or any other Ldzocument;

(i) the existence of any claim, counterclaim, $ietdefense or other right that the Borrower or upsidiary may have at any time
against any beneficiary or any transferee of susttelr of Credit (or any Person for whom any suahefieiary or any such transferee n
be acting), the L/C Issuer or any other Person tlhdrén connection with this Agreement, the tratisas contemplated hereby or by s
Letter of Credit or any agreement or instrumerdtied thereto, or any unrelated transaction;

(i) any draft, demand, certificate or other doammhpresented under such Letter of Credit proviniget forged, fraudulent, invalid
or insufficient in any respect or any statementehrebeing untrue or inaccurate in any respecgnyrloss or delay in the transmission or
otherwise of any document required in order to nekieawing under such Letter of Credit;

(iv) any payment by the L/C Issuer under such lreifeCredit against presentation of a draft oritiedte that does not strictly
comply with the terms of such Letter of Credit;amy payment made by the L/C Issuer under suchiLettt@redit to any Person
purporting to be a trustee in bankruptcy, debtepassession, assignee for the benefit of crediliorgdator, receiver or other
representative of or successor to any beneficingng transferee of such Letter of Credit, inclgdamy arising in connection with any
proceeding under any Debtor Relief Law; or

(v) any other circumstance or happening whatsoevieether or not similar to any of the foregoing;liding any other
circumstance that might otherwise constitute amfevailable to, or a discharge of, the Borrowesmny Subsidiary.

The Borrower shall promptly examine a copy of ebetier of Credit and each amendment thereto thdelisered to it and, in the event
of any claim of noncompliance with the Borroweristructions or other irregularity, the Borrower hifhmediately notify the L/C Issuer. The
Borrower shall be conclusively deemed to have wdamy such claim against the L/C Issuer and iteespondents unless such notice is given
as aforesaid.

() Role of L/C Issuer Each Lender and the Borrower agree that, in gpaity drawing under a Letter of Credit, the L/Qukgsshall not
have any responsibility to obtain any documentdothan any sight draft, certificates and documerpsessly required by the Letter of Credit)
or to ascertain or inquire as to the validity ocwracy of any such document or the authority ofReeson executing or delivering any such
document. None of the L/C Issuer, the Administethgent, any of their respective Related Partiesanyg correspondent, participant

-32-



or assignee of the L/C Issuer shall be liable tplaender for (i) any action taken or omitted in nention herewith at the request or with the
approval of the Lenders or the Required Lenderapaticable; (ii) any action taken or omitted i hbsence of gross negligence or willful
misconduct; or (iii) the due execution, effectivesevalidity or enforceability of any document ostrument related to any Letter of Credit or
Issuer Document. The Borrower hereby assumessih of the acts or omissions of any beneficiaryrammsferee with respect to its use of any
Letter of Credit; provided however, that this assumption is not intended to, andl stw preclude the Borrower’s pursuing such riginsl
remedies as it may have against the beneficiatsaosferee at law or under any other agreementeNédthe L/C Issuer, the Administrative
Agent, any of their respective Related Partiesamyrcorrespondent, participant or assignee of t@elésuer shall be liable or responsible for
any of the matters described in clauses (i) thrquylof Section 2.03(e)provided, however, that anything in such clauses to the contrary
notwithstanding, the Borrower may have a claim agfaihe L/C Issuer, and the L/C Issuer may bediablthe Borrower, to the extent, but only
to the extent, of any direct, as opposed to corexgtipl or exemplary, damages suffered by the Boeromhich the Borrower proves were
caused by the L/C Issuer’s willful misconduct oogg negligence or the L/C Issuer’s willful faildcepay under any Letter of Credit after the
presentation to it by the beneficiary of a siglgftand certificate(s) strictly complying with tkerms and conditions of a Letter of Credit. In
furtherance and not in limitation of the foregoitige L/C Issuer may accept documents that appetreinface to be in order, without
responsibility for further investigation, regardiesf any notice or information to the contrary, &ine L/C Issuer shall not be responsible for the
validity or sufficiency of any instrument transf@g or assigning or purporting to transfer or assid etter of Credit or the rights or benefits
thereunder or proceeds thereof, in whole or in,pentch may prove to be invalid or ineffective famy reason.

(g) Cash CollateralUpon the request of the Administrative Agentjf(the L/C Issuer has honored any full or partiedwing request
under any Letter of Credit and such drawing haglted in an L/C Borrowing, or (ii) if, as of the tter of Credit Expiration Date, any L/C
Obligation for any reason remains outstanding Bbeower shall, in each case, immediately Cashaferslize the then Outstanding Amour
all L/C Obligations. Sections 2.@¢d 8.02(cket forth certain additional requirements to deli@ash Collateral hereunder. For purposes of this
Section 2.03 Section 2.0%nd Section 8.02(¢)" Cash Collateralizé means to pledge and deposit with or deliver & Aldministrative Agent,
for the benefit of the L/C Issuer and the Lendasscollateral for the L/C Obligations, cash or d@paccount balances pursuant to
documentation in form and substance satisfactotiigcAdministrative Agent and the L/C Issuer (whildtuments are hereby consented to by
the Lenders). Derivatives of such term have cooredimg meanings. The Borrower hereby grants tcAthainistrative Agent, for the benefit
the L/C Issuer and the Lenders, a security inteénesil such cash, deposit accounts and all bakatierein and all proceeds of the foregoing.
Cash Collateral shall be maintained in blocked,-imberest bearing deposit accounts at Bank of Acaeri

(h) Applicability of ISP. Unless otherwise expressly agreed by the L/Celsand the Borrower when a Letter of Credit is éssthe rules
of the ISP shall apply to each standby Letter afdir

(i) Letter of Credit FeesThe Borrower shall pay to the Administrative Agéor the account of each Lender in accordance itsth
Applicable Percentage a Letter of Credit fee (the
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“ Letter of Credit Feé) for each Letter of Credit equal to the Applicaliate timeshe daily amount available to be drawn under suettelr of
Credit. For purposes of computing the daily amauwatilable to be drawn under any Letter of Cretlié, amount of such Letter of Credit shall
be determined in accordance with Section 1.0étter of Credit Fees shall be (i) computed auarterly basis in arrears and (ii) due and
payable on the first Business Day after the eneboh March, June, September and December, comngenitinthe first such date to occur
after the issuance of such Letter of Credit, onlLtbiger of Credit Expiration Date and thereafterd@mand. If there is any change in the
Applicable Rate during any quarter, the daily ant@awailable to be drawn under each Letter of Crgldlitil be computed and multiplied by the
Applicable Rate separately for each period duringhsquarter that such Applicable Rate was in effdotwithstanding anything to the contr:
contained herein, upon the request of the Reqlieaders, while any Event of Default exists, allteebf Credit Fees shall accrue at the
Default Rate.

() Eronting Fee and Documentary and ProcessingdeisaPayable to L/C Issuefhe Borrower shall pay directly to the L/C Issimrits
own account a fronting fee with respect to eacheretf Credit, at the rate per annum specifiechenEee Letter, computed on the daily amount
available to be drawn under such Letter of Credia@uarterly basis in arrears. Such fronting fesdl 9e due and payable on the tenth Busi
Day after the end of each March, June, SeptemlteDasember in respect of the most recently-endedtepy period (or portion thereof, in
the case of the first payment), commencing withfitts¢ such date to occur after the issuance offi dugtter of Credit, on the Letter of Credit
Expiration Date and thereafter on demand. For mapof computing the daily amount available to t@evd under any Letter of Credit, the
amount of such Letter of Credit shall be determiimeaiccordance with Section 1.06 addition, the Borrower shall pay directly tetlL/C
Issuer for its own account the customary issugmasentation, amendment and other processingdadgther standard costs and charges, of
the L/C Issuer relating to letters of credit agririme to time in effect. Such customary fees aaddard costs and charges are due and payabl
on demand and are nonrefundable.

(k) Conflict with Issuer Documentdn the event of any conflict between the termsbtand the terms of any Issuer Document, theg
hereof shall control.

(1) Letters of Credit Issued for Subsidiarieddotwithstanding that a Letter of Credit issuedotstanding hereunder is in support of any
obligations of, or is for the account of, a Subesigj the Borrower shall be obligated to reimburselt/C Issuer hereunder for any and all
drawings under such Letter of Credit. The Borrotvereby acknowledges that the issuance of Lette@edit for the account of Subsidiaries
inures to the benefit of the Borrower, and thatBloerower’s business derives substantial benefiisifthe businesses of such Subsidiaries.

2.04 [Omitted].

2.05 Prepayments.

(a) Voluntary PrepaymentsThe Borrower may, upon notice to the Administrathgent, at any time or from time to time volurliar
prepay Loans in whole or in part without premiunpenalty;_providedhat (i) such notice must be received by the Adstiative Agent
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not later than 11:00 a.m. (A) three Business Dais o any date of prepayment of LIBOR Rate Loand (B) on the date of prepayment of
Base Rate Loans; (ii) any prepayment of LIBOR Ratens shall be in a principal amount of $1,000,0608 whole multiple of $500,000 in
excess thereof; and (iii) any prepayment of Basie Raans shall be in a principal amount of $100,0608 whole multiple of $100,000 in
excess thereof or, in each case, if less, theegptincipal amount thereof then outstanding. Each siotice shall specify the date and amount
of such prepayment and the Type(s) of Loans torepagid. The Administrative Agent will promptly nfytieach Lender of its receipt of each
such notice, and of the amount of such Lender’slidable Percentage of such prepayment. If suctcaadsi given by the Borrower, the
Borrower shall make such prepayment and the payaraotint specified in such notice shall be due ayalple on the date specified therein.
Any prepayment of a LIBOR Rate Loan shall be accamigd by all accrued interest on the amount prepagether with any additional
amounts required pursuant to Section 3.8ach such prepayment shall be applied to the 4 o&the Lenders in accordance with their
respective Applicable Percentages.

(b) If for any reason the Total Outstandings at amg exceed the Aggregate Commitments then irceffecluding as a result of a
voluntary or involuntary reduction of the Aggreg&@emmitments pursuant to Section 2)0ée Borrower shall immediately prepay Loans
and/or Cash Collateralize the L/C Obligations iraggregate amount equal to such excess; proyidedever, that the Borrower shall not be
required to Cash Collateralize the L/C Obligatipnssuant to this Section 2.05@mless after the prepayment in full of the LoaresTtal
Outstandings exceed the Aggregate Commitmentsitheffect.

(c) Notice of Mandatory Prepaymenthe Borrower shall notify the Administrative Adeyy written notice of any mandatory prepaym
required by reason of a reduction in the Aggre@aimmitments pursuant to Section 2.06¢bjc) (i) in the case of prepayment of a LIBOR
Rate Loan, not later than 11:00 a.m., three Busibes/s before the date of prepayment, and (ifiéndase of prepayment of a Base Rate Loan,
not later than 11:00 a.m., one Business Day befarelate of prepayment. Each such notice shalrbedcable. Each such notice shall specify
the prepayment date, the principal amount of eamind®ving or portion thereof to be prepaid and shredlude a reasonably detailed calculation
of the amount of such prepayment. Promptly follaywaceipt of any such notice, the AdministrativeeAgshall advise the Lenders of the
contents thereof. Each prepayment of a Borrowiradl §le applied ratably to the Loans included inphepaid Borrowing and otherwise in
accordance with this Section 2.0Brepayments shall be accompanied by accrueckgtten the amount prepaid and any amounts payable i
connection therewith under Section 3.05

2.06 Termination or Reduction of Commitments(a) Voluntary Terminations or Reduction¥he Borrower may, upon notice to the
Administrative Agent, terminate the Aggregate Coinmeints, or from time to time permanently reduceAggregate Commitments; provided
that (i) any such notice shall be received by tidenfistrative Agent not later than 11:00 a.m. fBesiness Days prior to the date of
termination or reduction, (ii) any such partialwetion shall be in an aggregate amount of $2,5@d@ny whole multiple of $500,000 in
excess thereof, (iii) the Borrower shall not terateor reduce the Aggregate Commitments if, afténg effect thereto and to any concurrent
prepayments hereunder, the Total Outstandings wexdded the Aggregate Commitments. The Adminiseatigent will promptly notify the
Lenders of any such notice of termination or reiduncof the Aggregate Commitments.
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(b) Asset SalesSubject to Section 2.06(dpn the date of receipt by the Borrower or anysglibry of any Net Cash Proceeds of any
Asset Sale, the Aggregate Commitments shall becetlin an amount equal to 100% of such Net Casteds; providethat, so long as no
Default or Event of Default shall then exist or webarise therefrom, such proceeds shall not beiredjto be so applied on such date to the
extent that, on or before the date of the relevaset Sale, the Borrower shall have delivered ficate to the Administrative Agent stating
that an amount equal to such Net Cash Proceedxpeeted to be reinvested in replacement asséte dorrower and its Subsidiaries within
one hundred eighty (180) days of the receipt ohdliet Cash Proceeds, which certificate shall s#h the estimates of the proceeds to be so
expended; providethat if all or any portion of such Net Cash Proceisthot so reinvested within such period, an arhegoal to such
unreinvested portion shall be applied on the lagtaf such period as a mandatory reduction of thgrégate Commitments as provided in this
Section 2.06(b) provided, further, that pending any such reinvestment, all suchQ¥esth Proceeds shall be applied to prepay Loateto t
extent outstanding (without a reduction in the Agggite Commitments).

(c) Extraordinary ReceiptsSubject to Section 2.06(dpn the date of receipt by any Loan Party of ary Glash Proceeds from any
Extraordinary Receipts, the Aggregate Commitmelnédl ®e reduced in an aggregate amount equal t&IdfGuch Net Cash Proceeds;
providedthat so long as no Default or Event of Default ktien exist or arise therefrom, such proceedd slbébe required to be so applied
such date to the extent that, on or prior to swatke,dhe Borrower shall have delivered a certifidatthe Administrative Agent stating that an
amount equal to such Net Cash Proceeds are expedbednvested in assets in the repair, replaceorerestoration of such property in resg
of which such Net Cash Proceeds were paid withenlamdred eighty (180) days of the receipt of ddehCash Proceeds, which certificate
shall set forth the estimates of the proceeds teobexpended; providdtat if all or any portion of such Net Cash Proceisthot so reinvested
within such period, an amount equal to such unested portion shall be applied on the last dayiohgeriod as a mandatory reduction of the
Aggregate Commitments as provided in this Secti@6@); provided, further, that pending any such reinvestment, all suchQxdesth
Proceeds shall be applied to prepay Loans to tteneautstanding (without a reduction in Aggregammitments).

(d) Annual Threshold for Reduction for Commitmenihere shall be no reduction in the Aggregate Caments pursuant to
Section 2.06(b) or Section 2.06(c) unless, and tmynto the extent that, the aggregate amounti &fet Cash Proceeds from all Asset Sales
and all Extraordinary Receipts in any calendar ya@eeds $10,000,000.

(e) Application of Reductions of Commitmentany reduction of the Aggregate Commitments shalbpplied to the Commitment of
each Lender according to its Applicable PercentHgafter giving effect to any reduction of the grggate Commitments, the Letter of Credit
Sublimit exceeds the amount of the Aggregate Comanit, the Letter of Credit Sublimit shall be redilibg the amount of such excess. All
fees accrued until the effective date of any teatiim of the Aggregate Commitments shall be paithereffective date of such termination.
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2.07 Repayment of LoansThe Borrower shall repay to the Lenders on the kiigtDate the aggregate principal amount of Loans
outstanding on such date.

2.08 Interest.

(a) Subject to the provisions of subsection (bphel(i) each LIBOR Rate Loan shall bear interesthenoutstanding principal amount
thereof for each Interest Period at a rate permnegual to the Eurodollar Rate for such Interestodeplusthe Applicable Rate and (ii) each
Base Rate Loan shall bear interest on the outsigmatincipal amount thereof from the applicablerbating date at a rate per annum equal to
the Base Rate pluke Applicable Rate.

(b) (i) Upon the occurrence and during the contitugaof any Event of Default, the Borrower shall pagrest on all outstanding
Obligations hereunder at a fluctuating interest @er annum at all times equal to the Default Rathe fullest extent permitted by applicable
Laws.

(ii) Accrued and unpaid interest on past due an®(intluding interest on past due interest) shaltibe and payable upon
demand.

(c) Interest on each Loan shall be due and payalagears on each Interest Payment Date applithbleto and at such other times as
may be specified herein. Interest hereunder skeatlue and payable in accordance with the term®ohbedore and after judgment, and before
and after the commencement of any proceeding uardebDebtor Relief Law.

2.09 Fees In addition to certain fees described in subsestii) and (j) of Section 2.03

(a) Commitment FeeThe Borrower shall pay to the Administrative Agéor the account of each Lender in accordance itsth
Applicable Percentage, a commitment fee equal tetemths of one percent (0.20%) tintke actual daily amount by which the Aggregate
Commitments exceed the sum of (i) the Outstandingént of Loans and (ii) the Outstanding Amount € IObligations. The commitment
fee shall accrue at all times during the AvailapiPeriod, including at any time during which orexwore of the conditions in Article 1Y6 not
met, and shall be due and payable quarterly iraesren the last Business Day of each March, Jurgesber and December, commencing
with the first such date to occur after the Cloddage, and on the Maturity Date. The commitmentsie&ll be calculated quarterly in arrears,
and if there is any change in the Applicable Ratend) any quarter, the actual daily amount shakd®puted and multiplied by the Applicable
Rate separately for each period during such qutirérsuch Applicable Rate was in effect.

(b) Closing Fee On the date hereof, the Borrower shall pay tdéamder a closing fee equal to 0.20% of its Comaiit. Such fee shi
be fully earned when paid and shall not be refuledfdy any reason whatsoever.

(c) Other Fees (i) The Borrower shall pay to the Administratixgent for its own account fees in the amounts dntletimes specified
in the Fee Letter. Such fees shall be fully eamukdn paid and shall not be refundable for any neagwatsoever.
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(i) The Borrower shall pay to the Lenders suchsfae shall have been separately agreed upon ingvirit the amounts and tite times s
specified. Such fees shall be fully earned whed pad shall not be refundable for any reason wieatso

2.10 Computation of Interest and FeesAll computations of interest for Base Rate Loanewthe Base Rate is determined by Bank of
America’s “prime rate” shall be made on the basia gear of 365 or 366 days, as the case may loeaetnal days elapsed. All other
computations of fees and interest shall be madé®basis of a 360-day year and actual days elgpgedh results in more fees or interest, as
applicable, being paid than if computed on thedabh 365-day year). Interest shall accrue on eaeln for the day on which the Loan is
made, and shall not accrue on a Loan, or any potiiereof, for the day on which the Loan or suctiipo is paid, providedhat any Loan that
is repaid on the same day on which it is made saliject to Section 2.12(abear interest for one day. Each determinatiothby
Administrative Agent of an interest rate or feecharder shall be conclusive and binding for all psgs, absent demonstrated error.

2.11 Evidence of Debt.

(a) The Credit Extensions made by each Lender beadvidenced by one or more accounts or recoritganged by such Lender and by
the Administrative Agent in the ordinary coursebakiness. The accounts or records maintained bfdh@nistrative Agent and each Lender
shall be conclusive absent demonstrated errorevéithount of the Credit Extensions made by the Liesnidethe Borrower and the interest and
payments thereon. Any failure to so record or angreén doing so shall not, however, limit or othwge affect the obligation of the Borrower
hereunder to pay any amount owing with respediéadbligations. In the event of any conflict betwélee accounts and records maintained by
any Lender and the accounts and records of the Aidtrative Agent in respect of such matters, theants and records of the Administrative
Agent shall control in the absence of demonstrateat. Upon the request of any Lender made thrahgdministrative Agent, the Borrower
shall execute and deliver to such Lender (throbghAdministrative Agent) a Note, which shall evidersuch Lender’s Loans in addition to
such accounts or records. Each Lender may attdeddates to its Note and endorse thereon the dgfes {if applicable), amount and maturity
of its Loans and payments with respect thereto.

(b) In addition to the accounts and records refetoein subsection (a), each Lender and the Aditnatise Agent shall maintain in
accordance with its usual practice accounts orrdscevidencing the purchases and sales by sucteLefigarticipations in Letters of Credit.
the event of any conflict between the accountsrandrds maintained by the Administrative Agent grelaccounts and records of any Lender
in respect of such matters, the accounts and reaidrthe Administrative Agent shall control in thlesence of demonstrated error.

2.12 Payments Generally; Administrative Agent’s Clavback.

(a) General All payments to be made by the Borrower shalirtaele without condition or deduction for any couciem, defense,
recoupment or setoff. Except as otherwise exprgsslyided herein, all payments by the Borrower heder shall be made to the
Administrative Agent, for the account of the redpexlLenders to which such payment is owed,
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at the Administrative Agent’s Office in Dollars amdimmediately available funds not later than 200@. on the date specified herein. The
Administrative Agent will promptly distribute to ela Lender its Applicable Percentage (or other @pplie share as provided herein) of such
payment in like funds as received by wire trantfesuch Lender’s Lending Office. All payments reeel by the Administrative Agent after
2:00 p.m. shall be deemed received on the nexeswliitg Business Day and any applicable interefgeoshall continue to accrue. If any
payment to be made by the Borrower shall come dug @ay other than a Business Day, payment shalidme on the next following Business
Day, and such extension of time shall be refleatetbmputing interest or fees, as the case may be.

(b) () Funding by Lenders; Presumption by Admiiriiive Agent Unless the Administrative Agent shall have reedinotice from a
Lender prior to the proposed date of any BorrowshfIBOR Rate Loans (or, in the case of any Bormogvof Base Rate Loans, prior to 12:00
noon on the date of such Borrowing) that such Lemdk not make available to the Administrative Agesuch Lender’s share of such
Borrowing, the Administrative Agent may assume thath Lender has made such share available ondstiehn accordance with Section 2.02
(or, in the case of a Borrowing of Base Rate Lo#m, such Lender has made such share availablecordance with and at the time required
by Section 2.0 and may, in reliance upon such assumption, maa#edle to the Borrower a corresponding amounsuch event, if a Lend
has not in fact made its share of the applicableddng available to the Administrative Agent, thiéxe applicable Lender and the Borrower
severally agree to pay to the Administrative Adenthwith on demand such corresponding amount imédiately available funds with intere
thereon, for each day from and including the dathssmount is made available to the Borrower toexatuding the date of payment to the
Administrative Agent, at (A) in the case of a paym® be made by such Lender, the greater of thlefaé Funds Rate and a rate determine
the Administrative Agent in accordance with bankimdustry rules on interbank compensation and (Bhée case of a payment to be made by
the Borrower, the interest rate applicable to BRate Loans. If the Borrower and such Lender statlquch interest to the Administrative
Agent for the same or an overlapping period, theniistrative Agent shall promptly remit to the Bawrer the amount of such interest paid by
the Borrower for such period. If such Lender pagshare of the applicable Borrowing to the Adntiaisve Agent, then the amount so paid
shall constitute such Lender’s Loan included inhsBorrowing. Any payment by the Borrower shall bigheut prejudice to any claim the
Borrower may have against a Lender that shall failed to make such payment to the AdministratigeAt.

(i) Payments by Borrower; Presumptions by Admigigve Agent Unless the Administrative Agent shall have reedinotice from the
Borrower prior to the date on which any paymenmtus to the Administrative Agent for the accounttef Lenders or the L/C Issuer hereunder
that the Borrower will not make such payment, tleninistrative Agent may assume that the Borrowarrhade such payment on such date in
accordance herewith and may, in reliance upon agshmption, distribute to the Lenders or the LATi¢s, as the case may be, the amount due
In such event, if the Borrower has not in fact madeh payment, then each of the Lenders or thddd@er, as the case may be, severally
agrees to repay to the Administrative Agent forthvan demand the amount so distributed to such ¢éeodthe L/C Issuer, in immediately
available funds with interest thereon, for each flagn and including the date such amount is diatgl to it to but excluding the date of
payment to the Administrative Agent, at the greafe¢he Federal Funds Rate and a rate determindldebfxdministrative Agent in accordance
with banking industry rules on interbank comperngati
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A notice of the Administrative Agent to any Lenaerthe Borrower with respect to any amount owindeanthis subsection (b) shall be
conclusive, absent demonstrated error.

(c) Failure to Satisfy Conditions Precedetitany Lender makes available to the AdministratAgent funds for any Loan to be made by
such Lender as provided in the foregoing provisiointhis Article 1I, and such funds are not made available to theoBar by the
Administrative Agent because the conditions toapplicable Credit Extension set forth_in Article #ve not satisfied or waived in accordance
with the terms hereof, the Administrative Agentlsreturn such funds (in like funds as receivedrirsuch Lender) to such Lender, without
interest.

(d) Obligations of Lenders Severalhe obligations of the Lenders hereunder to madans, to fund participations in Letters of Credit
and to make payments pursuant to Section 10.@4¢c3everal and not joint. The failure of any Lertdemake any Loan, to fund any such
participation or to make any payment under Sectid4(c)on any date required hereunder shall not relieyeosimer Lender of its
corresponding obligation to do so on such date,remdender shall be responsible for the failuramy other Lender to so make its Loan, to
purchase its participation or to make its paymeteu Section 10.04(c)

(e) Funding SourceNothing herein shall be deemed to obligate anydee to obtain the funds for any Loan in any patécplace or
manner or to constitute a representation by anyleethat it has obtained or will obtain the fundsdny Loan in any particular place or
manner.

2.13 Sharing of Payments by Lenderdf any Lender shall, by exercising any right ofa§ebr counterclaim or otherwise, obtain payrn
in respect of any principal of or interest on afiyhe Loans made by it, or the participations i€ [@bligations held by it resulting in such
Lender’s receiving payment of a proportion of tiggr@gate amount of such Loans or participationseaecdued interest thereon greater than its
pro ratashare thereof as provided herein, then the Leratsiving such greater proportion shall (a) notify Administrative Agent of such
fact, and (b) purchase (for cash at face valug)gigeitions in the Loans and subparticipations 4@ Dbligations of the other Lenders, or make
such other adjustments as shall be equitable,addhf benefit of all such payments shall be shhyeithe Lenders ratably in accordance with
the aggregate amount of principal of and accrutatést on their respective Loans and other amawitsg them, providedhat:

(i) if any such participations or subparticipaticaare purchased and all or any portion of the paymmng rise thereto is recovered,
such participations or subparticipations shallégeinded and the purchase price restored to tle@teat such recovery, without interest;
and

(i) the provisions of this Section shall not bexstsued to apply to (x) any payment made by thed@eer pursuant to and in
accordance with the express terms of this Agreemieyt) any payment obtained by a Lender as congiida for the
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assignment of or sale of a participation in anit®©f.oans or subparticipations in L/C Obligationsany assignee or participant, other t
to the Borrower or any Subsidiary thereof (as taciithe provisions of this Section shall apply).

Each Loan Party consents to the foregoing and agte¢he extent it may effectively do so underliapple law, that any Lender
acquiring a participation pursuant to the foregangngements may exercise against such Loan fgintg of setoff and counterclaim with
respect to such participation as fully as if sueimdler were a direct creditor of such Loan Partjhénamount of such participation.

ARTICLE Il
TAXES, YIELD PROTECTION AND ILLEGALITY

3.01 Taxes.

(a) Payments Free of TaxeAny and all payments by or on account of anygailon of the Borrower hereunder or under any otloam
Document shall be made free and clear of and witrexuction or withholding for any Indemnified Taxer Other Taxes, providehat if the
Borrower shall be required by applicable law towdgdiny Indemnified Taxes (including any Other TgXeom such payments, then (i) the ¢
payable shall be increased as necessary so thanadking all required deductions (including dedhret applicable to additional sums payable
under this Section) the Administrative Agent, LendeL/C Issuer, as the case may be, receives au@inequal to the sum it would have
received had no such deductions been made, (iBonewer shall make such deductions and (iii) Boerower shall timely pay the full amot
deducted to the relevant Governmental Authoritgdnordance with applicable law.

(b) Payment of Other Taxes by the Borrowithout limiting the provisions of subsection éove, the Borrower shall timely pay any
Other Taxes to the relevant Governmental Authonitsgiccordance with applicable law.

(c) Indemnification by the BorrowerThe Borrower shall indemnify the Administrativggént, each Lender and the L/C Issuer, within 10
days after demand therefor, for the full amourdmyf Indemnified Taxes or Other Taxes (includingelmehified Taxes or Other Taxes imposed
or asserted on or attributable to amounts payafdethis Section) paid by the Administrative Agenuich Lender or the L/C Issuer, as the
may be, and any penalties, interest and reasopapknses arising therefrom or with respect thew@ther or not such Indemnified Taxes or
Other Taxes were correctly or legally imposed aed®d by the relevant Governmental Authority. Aifieate as to the amount of such
payment or liability delivered to the Borrower by.@nder or the L/C Issuer (with a copy to the Adistirative Agent), or by the Administrative
Agent on its own behalf or on behalf of a Lendethar L/C Issuer, shall be conclusive absent dematest error.

(d) Evidence of PaymentsAs soon as practicable after any payment of Imiéed Taxes or Other Taxes by the Borrower to a
Governmental Authority, the Borrower shall delivetthe Administrative Agent the original or a cBetil copy of a receipt issued by such
Governmental Authority evidencing such paymentpycof the return reporting such payment or otivedlence of such payment reasonably
satisfactory to the Administrative Agent
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(e) Status of LendersAny Foreign Lender that is entitled to an exemptfirom or reduction of withholding tax under tlasvl of the
jurisdiction in which the Borrower is resident fiax purposes, or any treaty to which such jurigadiicts a party, with respect to payme
hereunder or under any other Loan Document shilleste¢o the Borrower (with a copy to the Adminitive Agent), at the time or times
prescribed by applicable law or reasonably reqadsyethe Borrower or the Administrative Agent, sycbperly completed and executed
documentation prescribed by applicable law aspélimit such payments to be made without withholdingt a reduced rate of withholding.
addition, any Lender, if requested by the Borroarethe Administrative Agent, shall deliver suchetldocumentation prescribed by applicable
law or reasonably requested by the Borrower oAtth@inistrative Agent as will enable the Borrowertioe Administrative Agent to determine
whether or not such Lender is subject to backuphaitding or information reporting requirements.

Without limiting the generality of the foregoing, the event that the Borrower is resident for tasppses in the United States, any
Foreign Lender shall deliver to the Borrower ang Administrative Agent (in such number of copieslaall be requested by the recipient) on
or prior to the date on which such Foreign Lendsrdmes a Lender under this Agreement (and from tiintiene thereafter upon the request of
the Borrower or the Administrative Agent, but oiflguch Foreign Lender is legally entitled to dg,sshichever of the following is applicable:

(i) duly completed copies of Internal Revenue Sex\orm W-8BEN claiming eligibility for benefits ah income tax treaty to
which the United States is a party,

(i) duly completed copies of Internal Revenue &sr\Form W-8ECI,

(iii) in the case of a Foreign Lender claiming tienefits of the exemption for portfolio interesten section 881(c) of the Code,
(x) a certificate to the effect that such Foreigmder is not (A) a “bank” within the meaning of See 881(c)(3)(A) of the Code, (B) a
“10 percent shareholder” of the Borrower within theaning of section 881(c)(3)(B) of the Code, or&Ccontrolled foreign corporation”
described in section 881(c)(3)(C) of the Code andigly completed copies of Internal Revenue Ser¥iorm W-8BEN, or

(iv) any other form prescribed by applicable lanadsasis for claiming exemption from or a reduciiotUnited States Federal
withholding tax duly completed together with sucipglementary documentation as may be prescribexpplicable law to permit the
Borrower to determine the withholding or deductiequired to be made.

(f) Treatment of Certain Refunddf the Administrative Agent, any Lender or theCLlssuer determines, in its sole discretion, thhas
received a refund of any Taxes or Other Taxes agtoh it has been indemnified by the Borrower @hwespect to which the Borrower has
paid additional amounts pursuant to this Sectioshall pay to the Borrower an amount equal to sefimd (but only to the extent of indemr
payments made, or additional
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amounts paid, by the Borrower under this Sectiah waspect to the Taxes or Other Taxes givingtdsaich refund), net of all out-of-pocket
expenses of the Administrative Agent, such Lendéhe L/C Issuer, as the case may be, and witmetdst (other than any interest paid by
relevant Governmental Authority with respect totsuefund), providedhat the Borrower, upon the request of the Admiatste Agent, such
Lender or the L/C Issuer, agrees to repay the aitmuaid over to the Borrower (plus any penaltiegriast or other charges imposed by the
relevant Governmental Authority) to the AdminisivetAgent, such Lender or the L/C Issuer in then¢tiee Administrative Agent, such
Lender or the L/C Issuer is required to repay se¢hnd to such Governmental Authority. This subisecshall not be construed to require the
Administrative Agent, any Lender or the L/C Issteemake available its tax returns (or any otheoiimfation relating to its taxes that it deems
confidential) to the Borrower or any other Person.

3.02 lllegality. If any Lender determines that any Law has madalé@wful, or that any Governmental Authority haseatsd that it is
unlawful, for any Lender or its applicable Lendi@ffice to make, maintain or fund LIBOR Rate Loaosto determine or charge interest rates
based upon the Eurodollar Rate, or any Governménttiority has imposed material restrictions ondl¢hority of such Lender to purchase or
sell, or to take deposits of, Dollars in the Londimterbank market, then, on notice thereof by dumihder to the Borrower through the
Administrative Agent, any obligation of such Lendemake or continue LIBOR Rate Loans or to conBade Rate Loans to LIBOR Rate
Loans shall be suspended until such Lender notifieAdministrative Agent and the Borrower that tireumstances giving rise to such
determination no longer exist. Upon receipt of smotice, the Borrower shall, upon demand from duehder (with a copy to the
Administrative Agent), prepay or, if applicable neert all LIBOR Rate Loans of such Lender to Bas¢eR.oans, either on the last day of the
Interest Period therefor, if such Lender may lalyfabntinue to maintain such LIBOR Rate Loans totsday, or immediately, if such Lender
may not lawfully continue to maintain such LIBORtR&oans. Upon any such prepayment or convergi@nBbrrower shall also pay accrued
interest on the amount so prepaid or converted.

3.03 Inability to Determine Rateslf the Required Lenders determine that for anyeeas connection with any request for a LIBOR
Rate Loan or a conversion to or continuation thietteat (a) Dollar deposits are not being offeredamks in the London interbank eurodollar
market for the applicable amount and Interest Rlesfcsuch LIBOR Rate Loan, (b) adequate and reddemaeans do not exist for determining
the Eurodollar Base Rate for any requested Inté&tesbd with respect to a proposed LIBOR Rate Loari¢) the Eurodollar Base Rate for any
requested Interest Period with respect to a prapbbH2OR Rate Loan does not adequately and faiflecethe cost to such Lenders of funding
such Loan, the Administrative Agent will promptly sotify the Borrower and each Lender. Thereaftez,obligation of the Lenders to make
maintain LIBOR Rate Loans shall be suspended ti@ilAdministrative Agent (upon the instruction leétRequired Lenders) revokes such
notice. Upon receipt of such notice, the Borrowarymevoke any pending request for a Borrowing ofiversion to or continuation of LIBOR
Rate Loans or, failing that, will be deemed to hewrverted such request into a request for a Bangwaf Base Rate Loans in the amount
specified therein.
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3.04 Increased Costs.
(a) Increased Costs Generalllf any Change in Law shall:

(i) impose, modify or deem applicable any resespecial deposit, compulsory loan, insurance charggmilar requirement against
assets of, deposits with or for the account oredit extended or participated in by, any Leng@sicépt any reserve requirement reflected
in the Eurodollar Rate) or the L/C Issuer;

(i) subject any Lender or the L/C Issuer to anyadany kind whatsoever with respect to this Agneat, any Letter of Credit, any
participation in a Letter of Credit or any LIBOR ted.oan made by it, or change the basis of taxaifqrayments to such Lender or the
L/C Issuer in respect thereof (except for Indenewiflaxes or Other Taxes covered by Section &1ilthe imposition of, or any chang:
the rate of, any Excluded Tax payable by such Leodée L/C Issuer); or

(iif) impose on any Lender or the L/C Issuer or tlomdon interbank market any other condition, @ystxpense affecting this
Agreement or LIBOR Rate Loans made by such Lendany Letter of Credit or participation therein;

and the result of any of the foregoing shall bntwease the cost to such Lender of making or ramiimg any LIBOR Rate Loan (or of
maintaining its obligation to make any such Loam)to increase the cost to such Lender or the k&0dr of participating in, issuing or
maintaining any Letter of Credit (or of maintainiitg obligation to participate in or to issue arstter of Credit), or to reduce the amount of
sum received or receivable by such Lender or tiel&guer hereunder (whether of principal, inteoestiny other amount) then, upon request of
such Lender or the L/C Issuer, the Borrower wilf pasuch Lender or the L/C Issuer, as the casebeaaguch additional amount or amount
will compensate such Lender or the L/C Issuerhascase may be, for such additional costs incwredduction suffered.

(b) Capital Requirementdf any Lender or the L/C Issuer determines timgt @hange in Law affecting such Lender or the L38ukr or
any Lending Office of such Lender or such Lender'the L/C Issuer’s holding company, if any, regagdcapital requirements has or would
have the effect of reducing the rate of returnwchd_ender’s or the L/C Issuer’s capital or on ¢heital of such Lender’s or the L/C Issuer’s
holding company, if any, as a consequence of tigieAment, the Commitments of such Lender or thetoaade by, or participations in
Letters of Credit held by, such Lender, or the érstiof Credit issued by the L/C Issuer, to a I&edbw that which such Lender or the L/C
Issuer or such Lender’s or the L/C Issuer’s holdingnpany could have achieved but for such Changi@wn(taking into consideration such
Lender’s or the L/C Issuer’s policies and the geBaf such Lender’s or the L/C Issuer’s holdingnpany with respect to capital adequacy),
then from time to time the Borrower will pay to sucender or the L/C Issuer, as the case may bé, additional amount or amounts as will
compensate such Lender or the L/C Issuer or sunldrés or the L/C Issuer’s holding company for agh reduction suffered.

(c) Certificates for ReimbursemenA certificate of a Lender or the L/C Issuer sgjtforth the amount or amounts necessary to
compensate such Lender or the L/C Issuer or its
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holding company, as the case may be, as spedifisdtisection (a) or (b) of this Section and deédeto the Borrower, together with a
reasonably detailed calculation of such amounthoounts, shall be conclusive absent demonstrated. e Borrower shall pay such Lender
or the L/C Issuer, as the case may be, the ambomtrsas due on any such certificate within 10 ddter receipt thereof.

(d) Delay in RequestsFailure or delay on the part of any Lender orlth@ Issuer to demand compensation pursuant téotlegoing
provisions of this Section shall not constituteaiver of such Lender’s or the L/C Issuer’s rightiemand such compensation, provitleat the
Borrower shall not be required to compensate a eendthe L/C Issuer pursuant to the foregoing jsions of this Section for any increased
costs incurred or reductions suffered more thae months prior to the date that such Lender ot.t@elssuer, as the case may be, notifies the
Borrower of the Change in Law giving rise to sustreased costs or reductions and of such Lendetled_/C Issuer’s intention to claim
compensation therefor (except that, if the Chandeaiv giving rise to such increased costs or réduostis retroactive, then the nine-month
period referred to above shall be extended to delhe period of retroactive effect thereof).

3.05 Compensation for LossedJpon demand of any Lender (with a copy to the Adstiative Agent) from time to time, the Borrower
shall promptly compensate such Lender for and kotth Lender harmless from any loss, cost or expeesered by it as a result of:

(a) any continuation, conversion, payment or prepayt of any Loan other than a Base Rate Loan ayather than the last day of the
Interest Period for such Loan (whether voluntargndatory, automatic, by reason of acceleratiootlerwise);

(b) any failure by the Borrower (for a reason ottien the failure of such Lender to make a Loargrépay, borrow, continue or convert
any Loan other than a Base Rate Loan on the datetibe amount notified by the Borrower; or

(c) any assignment of a LIBOR Rate Loan on a dhgrothan the last day of the Interest Period tloera$ a result of a request by the
Borrower pursuant to Section 10.13

including any loss of anticipated profits and angsl or expense arising from the liquidation or neleyment of funds obtained by it to maint:
such Loan or from fees payable to terminate th@siepfrom which such funds were obtained. The 8wmar shall also pay any customary
administrative fees charged by such Lender in cotiore with the foregoing.

For purposes of calculating amounts payable byBtireower to the Lenders under this Section 3.8&ch Lender shall be deemed to have
funded each LIBOR Rate Loan made by it at the EnitadBase Rate used in determining the Eurod®tae for such Loan by a matching
deposit or other borrowing in the London interbaunlkodollar market for a comparable amount and fwosraparable period, whether or not s
LIBOR Rate Loan was in fact so funded.

3.06 Mitigation Obligations; Replacement of Lenders

(a) Designation of a Different Lending Officdf any Lender requests compensation under Se8tiefh, or the Borrower is required to
pay any additional amount to any Lender or
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any Governmental Authority for the account of amnter pursuant to Section 3.0dr if any Lender gives a notice pursuant to $&c8.02,
then such Lender shall use reasonable effortsdigate a different Lending Office for funding ardking its Loans hereunder or to assign its
rights and obligations hereunder to another obfices, branches or affiliates, if, in the judgmehsuch Lender, such designation or
assignment (i) would eliminate or reduce amounysgpke pursuant to Section 3.04.3.04, as the case may be, in the future, or elimirae t
need for the notice pursuant to Section 3.82 applicable, and (ii) in each case, would nbjext such Lender to any unreimbursed cost or
expense and would not otherwise be disadvantageaish Lender. The Borrower hereby agrees to ppagasonable costs and expenses
incurred by any Lender in connection with any sdekignation or assignment.

(b) Replacement of Lendersf any Lender requests compensation under Se8tidd, or if the Borrower is required to pay any addit¢
amount to any Lender or any Governmental Authddtythe account of any Lender pursuant to Sectifi 3the Borrower may replace such
Lender in accordance with Section 10.13

3.07 Survival.All of the Borrower’s obligations under this Arteclll shall survive termination of the Aggregate Commititseand
repayment of all other Obligations hereunder.
ARTICLE IV.
CONDITIONS PRECEDENT TO CREDIT EXTENSIONS

4.01 Conditions of Initial Credit Extension.The obligation of the L/C Issuer and each Lendané&dke its initial Credit Extension
hereunder is subject to satisfaction of the follegvconditions precedent on the date hereof:

(a) Loan Documents and Related Documefitse Administrative Agent’s receipt of the follavg, each of which shall be originals or
telecopies (followed promptly by originals) unlegherwise specified, each properly executed by spBesible Officer of the signing Loan
Party, each dated the Closing Date (or, in the oésertificates of governmental officials, a retdate before the Closing Date) and each in
form and substance satisfactory to the Administeafigent and each of the Lenders:

(i) executed counterparts of this Agreement andSihiesidiary Guarantee, sufficient in number fotrihsition to the Administrative
Agent, each Lender and the Borrower;

(i) a Note executed by the Borrower in favor oled.ender requesting a Note;

(iii) such certificates of resolutions or otheriant incumbency certificates and/or other certiiisaof Responsible Officers of each
Loan Party as the Administrative Agent may reqewiencing the identity, authority and capacityeath Responsible Officer thereof
authorized to act as a Responsible Officer in cotioe with this Agreement and the other Loan Docotaéo which such Loan Party is a
party;
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(iv) such documents and certifications as the Adistriative Agent may reasonably require to evidehet each Loan Party is duly
organized or formed, and that each Loan Partylidlyaexisting, in good standing and qualified togage in business in each jurisdiction
where its ownership, lease or operation of propsmir the conduct of its business requires suclifigation, except to the extent that
failure to do so would not reasonably be expeatdubive a Material Adverse Effect;

(v) a favorable opinion of Dilworth Paxson LLP, cmel to the Loan Parties, addressed to the Admériiee Agent and each
Lender, as to the matters set forth in Exhib#érial such other matters concerning the Loan Patidgshe Loan Documents as the
Required Lenders may reasonably request, togetitieisuch favorable opinions of such special andllocounsel as the Administrative
Agent may reasonably require;

(vi) a certificate signed by a Responsible OfficEthe Borrower certifying (A) that the conditioapecified in this Section 4.Gind
Sections 4.02(aand _(b) have been satisfied and (B) that there has be@vent or circumstance since the date of the Addiieancial
Statements that has had or would be reasonablyc®dg® have, either individually or in the aggrtega Material Adverse Effect;

(vii) a duly completed Compliance Certificate agtof last day of the fiscal quarter of the Borroweded on September 30, 2005,
signed by a Responsible Officer of the Borrower;

(viii) a certificate in form and substance satisfag to the Lenders, signed by a Responsible Qffiéehe Borrower and describing
any Disclosed Litigation;

(ix) evidence that all insurance required to bentaaned pursuant to the Loan Documents has beainelbt and is in effect;

(x) a Solvency Certificate executed by the chieéficial officer of the Borrower as to the solvenégach of the Borrower and the
other Loan Parties in each case before and afterggeffect to the Transactions and the use ofgeds therefrom;

(xi) a Loan Notice or Letter of Credit Applicatioas applicable, relating to the initial Credit Exd®ns; and
(xii) such other assurances, certificates, docusy@ansents or opinions as the Administrative Agibret L/C Issuer or the Required
Lenders reasonably may require.

(b) Financial StatementsThe Lenders shall have received (i) the Auditewfcial Statements and (ii) quarterly consoliddbedncial
statements for the Borrower and its Subsidiariegéeh of the three fiscal quarters ending on imr po September 30, 2005, as filed by the
Borrower with the SEC on Form 10-Q for each suchrtgy.

(c) Fees Any fees required to be paid on or before thestdlp Date shall have been paid.
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(d) IndebtednessThe Lenders shall be reasonably satisfied wighattmount, terms (including terms of subordinatieopditions and
holders of all Indebtedness for borrowed money gwinthird parties to be outstanding on and after@losing Date.

(e) Consents All governmental, shareholder and other consantsapprovals necessary in connection with thesEretions shall have
been received and shall be in full force and effect

(f) Litigation . The absence of any action, suit, investigatioproceeding pending or, to the knowledge of therLBarties, threatened or
contemplated, in any court or before any arbitratagovernmental authority (other than the Disaibkiigation) that would reasonably be
expected to have a Material Adverse Effect.

Without limiting the generality of the provision$ ®ection 9.04 for purposes of determining compliance with tbaditions specified in
this Section 4.0 each Lender that has signed this Agreement bhaleemed to have consented to, approved or adcepte be satisfied
with, each document or other matter required thedeuto be consented to or approved by or acceptaldatisfactory to a Lender unless the
Administrative Agent shall have received noticenfreuch Lender prior to the proposed Closing Dageiyging its objection thereto.

4.02 Conditions to all Credit ExtensionsThe obligation of each Lender to honor any Reqfestredit Extension (other than a Loan
Notice requesting only a conversion of Loans todtier Type, or a continuation of LIBOR Rate Loaissjubject to the following conditiot
precedent:

(a) The representations and warranties of the Bar@nd each other Loan Party contained in Aritler any other Loan Document, or
which are contained in any document furnished giteme under or in connection herewith or therewdhall be true and correct in all material
respects on and as of the date of such Credit Eixtenexcept to the extent that such representatiod warranties specifically refer to an
earlier date, in which case they shall be trueamcect in all material respects as of such eadléte, and except that for purposes of this
Section 4.02 the representations and warranties containedlsextions (a) and (b) of Section 59ll be deemed to refer to the most recent
statements furnished pursuant to clauses (a) gnde@pectively, of Section 6.01

(b) No Default shall exist, or would result fromcuproposed Credit Extension or from the applicatibthe proceeds thereof.

(c) The Administrative Agent and, if applicableeth/C Issuer shall have received a Request foriCEadiension in accordance with the
requirements hereof.

Each Request for Credit Extension (other than aallatice requesting only a conversion of Loansodther Type or a continuation of
LIBOR Rate Loans) submitted by the Borrower shelldeemed to be a representation and warrantyh@atonditions specified in Sections
4.02(a)and (b) have been satisfied on and as of the date ofptpkcable Credit Extension.

48 -



ARTICLE V.
REPRESENTATIONS AND WARRANTIES

The Borrower represents and warrants to the Admnatise Agent and the Lenders that:

5.01 Existence, Qualification and Power; Complianceith Laws. Each Loan Party and each Subsidiary thereof @lis organized or
formed, validly existing and in good standing under Laws of the jurisdiction of its incorporationorganization, (b) has all requisite power
and authority and all requisite governmental ligensuthorizations, consents and approvals towi) ar lease its assets and carry on its
business and (ii) execute, deliver and perforrolitggations under the Loan Documents to which & jgarty, (c) is duly qualified and is
licensed and in good standing under the Laws df @acsdiction where its ownership, lease or oferabf properties or the conduct of its
business requires such qualification or licensd, (@ is in compliance with all Laws; except in kaase referred to in clause (a) (with respect
to Excluded Subsidiaries only), (b)(i), (c) or (t),the extent that failure to do so would not ceebly be expected to have a Material Adverse
Effect.

5.02 Authorization; No Contravention. The execution, delivery and performance by eachlRerty of each Loan Document to which
such Person is party, have been duly authorizealllmecessary corporate or other organizationaacénd do not and will not (a) contravene
the terms of any of such Person’s Organization Dants; (b) conflict with or result in any breachcontravention of, or the creation of any
Lien under, or require any payment to be made uijany material Contractual Obligation to whialch Person is a party or affecting such
Person or the properties of such Person or ang &ubsidiaries or (i) any order, injunction, weitdecree of any Governmental Authority or
any arbitral award to which such Person or its priypis subject; or (c) violate any Law. Each Ldzarty and each Subsidiary thereof is in
compliance with all Contractual Obligations referte in clause (b)(i), except to the extent thdtifa to do so would not reasonably be
expected to have a Material Adverse Effect.

5.03 Governmental Authorization; Other ConsentsNo approval, consent, exemption, authorizatiorgtber action by, or notice to, or
filing with, any Governmental Authority or any otheerson is necessary or required in connectiol tlig¢ execution, delivery or performance
by, or enforcement against, any Loan Party of Agieeement or any other Loan Document.

5.04 Binding Effect.This Agreement has been, and each other Loan Dadyumken delivered hereunder, will have been, @uxlycuted
and delivered by each Loan Party that is partyetioeThis Agreement constitutes, and each othen IDxecument when so delivered will
constitute, a legal, valid and binding obligatidrsach Loan Party, enforceable against each Loaty Breat is party thereto in accordance with
its terms, subject to the effect of bankruptcyplasncy, reorganization, moratorium, fraudulenhsf@r or other similar laws affecting the rig
and remedies of creditors generally, as well agalions imposed by general principles of equigg@rdless of whether enforcement is
considered in a proceeding in equity or at law).
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5.05 Financial Statements; No Material Adverse Effet; No Internal Control Event.

(a) The Audited Financial Statements (i) were pregan accordance with GAAP consistently applie@tighout the period covered
thereby, except as otherwise expressly noted tigjigifairly present the financial condition dfé Borrower and its Subsidiaries as of the date
thereof and their results of operations for thequecovered thereby in accordance with GAAP coesidy applied throughout the period
covered thereby, except as otherwise expresslyriberein; and (iii) show all material indebtednasd other material liabilities, direct or
contingent, of the Borrower and its Subsidiariesfabie date thereof, including liabilities for reatl taxes, material commitments and
Indebtedness, in each case, insofar as such fiebiind Indebtedness are required by GAAP to fiected on such Audited Financial
Statements.

(b) The unaudited consolidated balance sheetsedBtiirower and its Subsidiaries dated March 315200ne 30, 2005 and
September 30, 2005; and the related consolidasensents of income or operations, shareholderstyegnd cash flows for the fiscal quarter
ended on that date (i) were prepared in accordaitbeGAAP consistently applied throughout the pdramvered thereby, except as otherwise
expressly noted therein, and (ii) fairly presem fimancial condition of the Borrower and its Sulisiies as of the date thereof and their results
of operations for the period covered thereby, stthja the case of clauses (i) and (i), to theesloe of footnotes and to normal year-end audit
adjustments.

(c) Since the date of the Audited Financial Stateis\ehere has been no event or circumstance ditth@idually or in the aggregate, tt
has had or would reasonably be expected to havatarMl Adverse Effect.

(d) Since the date of the Audited Financial Statesieno Internal Control Event has occurred (ipining (A) fraud by management or
other employees who have significant roles in tber@wver’s internal controls over financial repogiar (B) a weakness in the internal controls
over financial reporting which has or would readande expected to have (individually or in the aggate) a material and negative impact on
the consolidated financial statements of the Boemand its Subsidiaries.

5.06 Litigation. There are no actions, suits, proceedings, claintisputes pending or, to the knowledge of the Beemoafter due and
diligent investigation, threatened or contemplatgdaw, in equity, in arbitration or before anyv@mmental Authority, by or against the
Borrower or any of its Subsidiaries or against ahtheir properties or revenues that (a) purpogffect or pertain to this Agreement or any
other Loan Document, or any of the transactiongeroplated hereby, or, (b) except as separatelyogdiasd in writing to the Lenders on the d
hereof (the “ Disclosed Litigatiot), either individually or in the aggregate, if denined adversely, would reasonably be expectbde a
Material Adverse Effect, and there has been no ma&tedverse change (including by reason of theréiss of new material claims) (any such
adverse change, an “ Adverse Litigation Chahgde the potential effect on the condition (finaalcor otherwise) of any Loan Party or
Subsidiary thereof of the matters disclosed aslBssd Litigation, except as disclosed in the Boeowdisclosure of Disclosed Litigation on
the Closing Date.
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5.07 No Default.Except as disclosed in the Borrower’s disclosurBistlosed Litigation on the Closing Date, neittitex Borrower nor
any Subsidiary is in default under or with resgeciny Contractual Obligation that would, eitheatiindually or in the aggregate, reasonably be
expected to have a Material Adverse Effect. No Ditfaas occurred and is continuing or would reBuoltn the consummation of the
transactions contemplated by this Agreement oradhgr Loan Document.

5.08 Ownership of Property; Liens.Each of the Borrower and each Subsidiary has gecard and marketable title in fee simple to, or
valid leasehold interests in, all real and perspnaperty necessary or used in the operation dftisiness as presently conducted, except for
such defects in title that would not, individuadly in the aggregate, reasonably be expected to dddaterial Adverse Effect. The property of
the Borrower and its Subsidiaries is subject td.iems, other than Liens permitted by Section 7.01

5.09 Environmental Compliance The Borrower and its Subsidiaries conduct in thdirary course of business a review of the effect of
existing Environmental Laws and claims alleginggpoial liability or responsibility for violation adiny Environmental Law on their respective
businesses, operations and properties, and aslatreseof the Borrower has reasonably conclutieti such Environmental Laws and claims
would not, individually or in the aggregate, reasioly be expected to have a Material Adverse Effect.

5.10 Insurance.The properties of the Borrower and its Subsidiaaiesinsured with financially sound and reputabkirance companies
not Affiliates of the Borrower, in such amountstéafgiving effect to any self-insurance compativiéh the following standards), with such
deductibles and covering such risks as are custlynearried by companies engaged in similar busessand owning similar properties in
localities where the Borrower or the applicable Sdiary operates.

5.11 TaxesThe Borrower and its Subsidiaries have filed ati€ral, state and other material tax returns andrtgpequired to be filed
(subject to permitted extensions), and have pa&iBealeral, state and other material taxes, assegsnfees and other governmental charges
levied or imposed upon them or their propertiespine or assets otherwise due and payable, exaegs thhich are being contested in good
faith by appropriate proceedings diligently conéualcand for which adequate reserves have been pbuidaccordance with GAAP. There is
no proposed tax assessment against the BorrovaryoBubsidiary that would, if made, have a Matekidverse Effect. Neither any Loan Party
nor any Subsidiary thereof is party to any tax sftaagreement, except for tax sharing agreementsgrhoan Parties.

5.12 ERISA Compliance.

(a) Each Plan is in compliance in all material sxdp with the applicable provisions of ERISA, thed€ and other Federal or state Laws.
Each Plan that is intended to qualify under Sectidih(a) of the Code has received a favorable détetian letter from the IRS or an
application for such a letter is currently beinggessed by the IRS with respect thereto and, tbéseknowledge of the Borrower, nothing has
occurred which would prevent, or cause the losswfh qualification. The Borrower and each ERISAilidte have made all required
contributions to each Plan subject to Section 4tA@Code, and no application for a funding waieean extension of any amortization pet
pursuant to Section 412 of the Code has been midkeegpect to any Plan.
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(b) There are no pending or, to the best knowlexfdbe Borrower, threatened claims, actions or latgsor action by any Governmental
Authority, with respect to any Plan that would i@zebly be expected to have a Material Adverse Effdtere has been no prohibited
transaction or violation of the fiduciary resporildip rules with respect to any Plan that has reslibr would reasonably be expected to resi
a Material Adverse Effect.

(c) () No ERISA Event has occurred or is reasopdikkly to occur; (i) no Pension Plan has any ulmded Pension Liability; (iii) neither
the Borrower nor any ERISA Affiliate has incurred,reasonably expects to incur, any liability undigte IV of ERISA with respect to any
Pension Plan (other than premiums due and notgledim under Section 4007 of ERISA); (iv) neithex Borrower nor any ERISA Affiliate
has incurred, or reasonably expects to incur, ejlity (and no event has occurred which, with ¢fiing of notice under Section 4219 of
ERISA, would result in such liability) under Sect®4201 or 4243 of ERISA with respect to a Multidogpr Plan; and (v) neither the
Borrower nor any ERISA Affiliate has engaged imansaction that could be subject to Sections 4062b2(c) of ERISA.

5.13 Subsidiaries; Equity InterestsAs of the Closing Date, the Borrower has no Subsig$ other than those specifically disclosed in
Part (a) of Schedule 5.1%nd all of the outstanding Equity Interests ints8ubsidiaries have been validly issued, are fudig and
nonassessable and are owned by a Loan Party antbants specified on Part (a) of Schedule 5.13dnekclear of all Liens. As of the Closing
Date, the Borrower has no equity investments in@thgr corporation or entity other than those dprdly disclosed in Part(b) of Schedule
5.13. All of the outstanding Equity Interests in therBaver have been validly issued and are fully @aid nonassessable.

5.14 Margin Regulations; Investment Company Act; Pblic Utility Holding Company Act.

(a) The Borrower is not engaged and will not engagecipally or as one of its important activitiés the business of purchasing or
carrying margin stock (within the meaning of Regiola U issued by the FRB), or extending credittfe purpose of purchasing or carrying
margin stock.

(b) None of the Borrower, any Person Controlling Borrower, or any Subsidiary (i) is a “holding qoamy,” or a “subsidiary company”
of a “holding company,” or an “affiliate” of a “hding company” or of a “subsidiary company” of a ltiag company,” within the meaning of
the Public Utility Holding Company Act of 1935, 6i) is or is required to be registered as an “stweent company” under the Investment
Company Act of 1940.

5.15 DisclosureThe Borrower has disclosed to the AdministrativeeAgand the Lenders all agreements, instrumentsambrate or
other restrictions to which it or any of its Subafies is subject, and all other matters know,tthat, individually or in the aggregate, would
reasonably be expected to result in a Material Askv&ffect. No report, financial statement, cagéife or other information furnished (whether
in writing or orally) by or on
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behalf of any Loan Party to the Administrative Agenany Lender in connection with the transactiomstemplated hereby and the negotia

of this Agreement or delivered hereunder or unadgrather Loan Document (in each case, as modifieipplemented by other information
furnished) contains any material misstatement of da omits to state any material fact necessamdke the statements therein, in the light of
the circumstances under which they were made, réading in any material respect; providbdt, with respect to projected financial
information, the Borrower represents only that sisbrmation was prepared in good faith based uggBumptions believed to be reasonable at
the time.

5.16 Compliance with LawsEach of the Borrower and each Subsidiary is in d@npe in all material respects with the requiretaerf
all Laws and all orders, writs, injunctions and des applicable to it or to its properties, exée@uch instances in which (a) such requirement
of Law or order, writ, injunction or decree is bgicontested in good faith by appropriate proceeddiligently conducted or (b) the failure to
comply therewith, either individually or in the aggate, would not reasonably be expected to h&watarial Adverse Effect.

5.17 Intellectual Property Rights.Except for instances that, individually or in thggeegate, would not reasonably be expected to have
Material Adverse Effect, the Borrower and its Sdizgies own, or possess the right to use, all etthdemarks, service marks, trade names,
copyrights, patents, patent rights, franchisesnes and other intellectual property rights (ctively, “ IP_Rights”) that are reasonably
necessary for the operation of their respectivénesses as presently conducted, without conflith tie rights of any other Person. Except for
the Disclosed Litigation, no claim or litigationg&ding any of the foregoing is pending or, toltlest knowledge of the Borrower, threatened,
which, either individually or in the aggregate, Wibteasonably be expected to have a Material AévEffect, and there has been no Adverse
Litigation Change with respect to any Discloseddation regarding any of the foregoing.

5.18 Excluded Domestic Subsidiariescach Person nhamed in the definition of “Excludedri@stic Subsidiary” either (a) had total
revenues of $100,000 or less in the twelve-montfoganost recently ended and has total assetssftlean $100,000 or (b) has taken all
actions required under Section 6.1Phe Excluded Domestic Subsidiaries had less Hamf the total revenues of the Borrower and its
Subsidiaries during the twelve-month period mosengly ended; the assets of the Excluded Domestisi8iaries constitute less than 5% of
the total assets of the Borrower and its Subsieiadnd the operations and business of each Extiddmestic Subsidiary are not material to
the operations and business of the Borrower arfgutsidiaries.

ARTICLE VL.
AFFIRMATIVE COVENANTS

So long as any Lender shall have any Commitmemumgler, any Loan or other Obligation hereunded skalain unpaid or unsatisfied,
or any Letter of Credit shall remain outstandirgg Borrower shall, and shall (except in the cagh@tovenants set forth in Sections 6.01
6.02, 6.03and 6.13 cause each Subsidiary to:
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6.01 Financial StatementsDeliver to the Administrative Agent and each Lenderform and detail satisfactory to the Adminisitra
Agent and the Required Lenders:

(a) as soon as available, but in any event witRil&s (or such earlier time as may be requireth®ysEC, but taking into account any
extension permitted under Rule 12b-25 of the SHi@) ¢he end of each fiscal year of the Borrowanfmencing with the fiscal year ended
December 31, 2005), a consolidated balance shel¢d@orrower and its Subsidiaries as at the erslioh fiscal year, and the related
consolidated statements of income or operatiormesioldersequity and cash flows for such fiscal year (whibhlkin each case, for so long
the Borrower is required to file annual reportshwtte SEC on Form 10-K, be as so filed), settinthfon each case in comparative form the
figures for the previous fiscal year, all in reaagble detail and prepared in accordance with GAABh £onsolidated statements to be audited
and accompanied by (i) a report and opinion of giftered Public Accounting Firm of nationally recaed standing reasonably acceptable to
the Required Lenders, which report and opinionlsfeprepared in accordance with generally accepueliting standards and applicable
Securities Laws and shall not be subject to anyrigaoncern” or like qualification or exceptionamy qualification or exception as to the
scope of such audit and (ii) an attestation repbstich Registered Public Accounting Firm as toBberower’s internal controls pursuant to
Section 404 of Sarbanes-Oxley expressing a comeiughich (unless the Required Lenders do not oletite same) does not have or would
not reasonably be expected to have (individuallindhe aggregate) a materially negative impadhenconsolidated financial statements of the
Company and its Subsidiaries; and

(b) as soon as available, but in any event witBirddys (or such earlier time as may be requireth&ySEC, but taking into account any
extension permitted under Rule 12b-25 of the SH{@) ¢he end of each of the first three fiscal derar of each fiscal year of the Borrower
(commencing with the fiscal quarter ended DecerBlie2005), a consolidated balance sheet of theoRB@mrand its Subsidiaries as at the end
of such fiscal quarter, and the related consolilatatements of income or operations, shareholégqtsty and cash flows for such fiscal que
and for the portion of the Borrower’s fiscal yelaem ended (which shall in each case, for so lortheaB8orrower is required to file quarterly
reports with the SEC on Form ID-be as so filed), setting forth in each caseomgarative form the figures for the correspondisgdl quarte
of the previous fiscal year and the correspondiorgign of the previous fiscal year, all in reasdeatetail, such consolidated statements to be
certified by a Responsible Officer of the Borrowasrfairly presenting the financial condition, réswf operations, shareholders’ equity and
cash flows of the Borrower and its Subsidiarieadnordance with GAAP, subject only to normal yersd-audit adjustments and the absence of
footnotes.

As to any information contained in materials fuh@d pursuant to Section 6.02(dhe Borrower shall not be separately requirefditnish suct
information under clause (a) or (b) above, butféregoing shall not be in derogation of the obligatof the Borrower to furnish the
information and materials described in clausesia) (b) above at the times specified therein.

6.02 Certificates; Other Information. Deliver to the Administrative Agent and each Lendeform and detail satisfactory to the
Administrative Agent and the Required Lenders:

(a) [Omitted].
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(b) concurrently with the delivery of the financs&htements referred to in Sections 6.0aa)_(b), a duly completed Compliance
Certificate (with supporting calculations) signgda@Responsible Officer of the Borrower;

(c) promptly after any request by the Administratiygent or any Lender, copies of any detailed anagliorts, management letters or
recommendations submitted to the board of direc¢tmrghe audit committee of the board of directafsihe Borrower by independent
accountants in connection with the accounts or badkhe Borrower or any Subsidiary, or any aufiimy of them;

(d) promptly after the same are available, copfemach annual report, proxy or financial statenardather report or communication sent
to the stockholders of the Borrower, and copiealicdinnual, regular, periodic and special repont r@gistration statements which the
Borrower may file or be required to file with th&S under Section 13 or 15(d) of the Securities Erge Act of 1934, and not otherwise
required to be delivered to the Administrative Agearsuant hereto;

(e) promptly after the furnishing thereof, copiésany statement or report furnished to any holdetebt securities of any Loan Party or
any Subsidiary thereof pursuant to the terms ofiadgnture, loan or credit or similar agreement motlotherwise required to be furnished to
the Lenders pursuant to Section 6ddlany other clause of this Section 6;02

(f) promptly, and in any event within five Busind3ays after receipt thereof by any Loan Party gr &ubsidiary thereof, copies of each
notice or other correspondence received from thé @E comparable agency in any applicable non-jur&diction) concerning any
investigation or possible investigation or otheyuimy by such agency regarding financial or othegrational results of any Loan Party or any
Subsidiary thereof, other than routine and immate®mments and questions from the SEC in conneetith the Borrower’s periodic reports
and other disclosures; and

(g) promptly, such additional information regardihg business, financial or corporate affairs ef Borrower or any Subsidiary, or
compliance with the terms of the Loan DocumentshasAdministrative Agent or any Lender may fromeito time reasonably request.

Documents required to be delivered pursuant toi@eét01(a)or (b) or Section 6.02(dto the extent any such documents are includ
materials otherwise filed with the SEC) may bewskd electronically and if so delivered, shaldeemed to have been delivered on the date
(i) on which the Borrower posts such documentgrovides a link thereto on the Borrower’s websitetlte Internet at the website address
listed on_Schedule 10.02r (ii) on which such documents are posted orBiweower’s behalf on an Internet or intranet wehsi any, to
which each Lender and the Administrative Agent haseess (whether a commercial, third-party welmitehether sponsored by the
Administrative Agent); providethat: (i) the Borrower shall deliver paper copiésuch documents to the Administrative Agent or hegpder
that requests the Borrower to deliver such pappiesountil a written request to cease deliveringgpaopies is given by the Administrative
Agent or such Lender and (ii) the Borrower shall (tify the Administrative Agent and each Lenday {elecopier or electronic
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mail) of the posting of any such documents andp{®yide to the Administrative Agent by electroniaiirelectronic versions (_i.¢ soft copies
of such documents, other than current reports ammaK, in the case of this clause (B). Notwithsting anything contained herein, in every
instance the Borrower shall be required to proyidper copies of the Compliance Certificates reguing Section 6.02(kp the Administrative
Agent. Except for such Compliance Certificatesootherwise required by Section 10,GHe Administrative Agent shall have no obligatton
request the delivery or to maintain copies of theutnents referred to above, and in any event bha# no responsibility to monitor
compliance by the Borrower with any such requesti&ivery, and each Lender shall be solely resipbm$or requesting delivery to it or
maintaining its copies of such documents.

The Borrower hereby acknowledges that (a) the Adstiative Agent will make available to the Lendarsl the L/C Issuer materials
and/or information provided by or on behalf of Berrower hereunder (collectively, “ Borrower Matds”) by posting the Borrower Materials
on IntraLinks or another similar electronic systéhe “ Platform”) and (b) certain of the Lenders may be “publidesiLenders {(.e.,Lenders
that do not wish to receive material non-publiomnfiation with respect to the Borrower or its seiges) (each, a “ Public Lend&r. The
Borrower hereby agrees that (w) all Borrower Matisrihat are to be made available to Public Lensleadi be clearly and conspicuously
marked “PUBLIC” which, at a minimum, shall meanttttze word “PUBLIC”shall appear prominently on the first page thergfpy marking
Borrower Materials “PUBLIC,” the Borrower shall ldeemed to have authorized the Administrative AgiretL/C Issuer and the Lenders to
treat such Borrower Materials as not containing maerial norpublic information with respect to the Borrowerirsecurities for purposes
United States Federal and state securities lawsviged, however, that to the extent such Borrower Materials caatgilnformation, they
shall be treated as set forth_in Section 10;dY) all Borrower Materials marked “PUBLIC” arepnitted to be made available through a
portion of the Platform designated “Public Investand (z) the Administrative Agent shall be emtitlto treat any Borrower Materials that are
not marked “PUBLIC” as being suitable only for dogton a portion of the Platform not designatedBiRulnvestor.” Notwithstanding the
foregoing, the Borrower shall be under no obligatio mark any Borrower Materials “PUBLIC.”

6.03 NoticesPromptly notify the Administrative Agent and eacénider:

(a) of the occurrence of any Default;

(b) of any matter that has resulted or would reablynbe expected to result in a Material Adversiedf whether arising from (i) breach
or non-performance of, or any default under, a @Gmttial Obligation of the Borrower or any Subsigjdii) any dispute, litigation,
investigation, proceeding or suspension betweeBtiteower or any Subsidiary and any GovernmentahAiuity; (iii) the commencement of,

or any material development in, any litigation cogeeding affecting the Borrower or any Subsidiargluding pursuant to any applicable
Environmental Laws or (iv) any other event or cinsiance;

(c) of the occurrence of any ERISA Event;
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(d) of any material change in accounting policiefiriancial reporting practices by the Borroweraoy Subsidiary; and
(e) of the occurrence of any Internal Control Eviat the Borrower is required to disclose undgliapble Laws.

Each notice pursuant to this Section shall be apemred by a statement of a Responsible Officeh@Borrower setting forth details of
the occurrence referred to therein and stating \wbiion the Borrower has taken and proposes toviétkerespect thereto. Each notice pursuant

to Section 6.03(a3hall describe with particularity any and all pigns of this Agreement and any other Loan Docurttetthave been
breached.

6.04 Payment of ObligationsPay and discharge as the same shall become dymgalle, all its obligations and liabilities, indlog
(a) all tax liabilities, assessments and governaiattarges or levies upon it or its propertiesssess, unless the same are being contested in
good faith by appropriate proceedings diligentipdocted and adequate reserves in accordance wiiP@G#e being maintained by the
Borrower or such Subsidiary; (b) all lawful claimkich, if unpaid, would by law become a Lien uptsgroperty; and (c) all Indebtedness, as
and when due and payable, but subject to any siatioh provisions contained in any instrument gre@ment evidencing such Indebtedness.

6.05 Preservation of Existence, Et¢a) Preserve, renew and maintain in full force affdct its legal existence and good standing under
the Laws of the jurisdiction of its organizatiorcept in a transaction permitted by Section ©0%.05except, in the case of Persons other than
the Borrower, to the extent that the failure tasdavould not reasonably be expected to have a Mbtslverse Effect; (b) take all reasonable
action to maintain all rights, privileges, permitsenses and franchises necessary or desiralieinormal conduct of its business, except to
the extent that failure to do so would not reasgnbb expected to have a Material Adverse Effentt &) preserve or renew all of its registe

patents, trademarks, trade names and service nthekspn-preservation of which would reasonablgXgected to have a Material Adverse
Effect.

6.06 Maintenance of Properties(a) Maintain, preserve and protect all of its malgroperties and equipment necessary in the tipara
of its business in good working order and conditimmalinary wear and tear excepted; (b) make akkssary repairs thereto and renewals and
replacements thereof except where the failure teadwould not reasonably be expected to have aribfedverse Effect; and (c) use the
standard of care typical in the industry in theragien and maintenance of its facilities.

6.07 Maintenance of InsuranceMaintain with financially sound and reputable ireute companies not Affiliates of the Borrower,
insurance with respect to its properties and bssiagainst loss or damage of the kinds customaslyred against by Persons engaged in the
same or similar business, of such types and in anwbunts (after giving effect to any self-insuran€éhe kind customarily carried under
similar circumstances by such other Persons) asustemarily carried under similar circumstancesbgh other Persons and providing for not
less than 30 days’ prior notice to the Administrathgent of termination, lapse or cancellationwdlsinsurance.
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6.08 Compliance with Laws.Comply in all material respects with the requiretsesf all Laws and all orders, writs, injunctionsda
decrees applicable to it or to its business or @ryp except in such instances in which (a) sugliirement of Law or order, writ, injunction or
decree is being contested in good faith by appatpproceedings diligently conducted; or (b) thieifa to comply therewith would not
reasonably be expected to have a Material AdveffeetE

6.09 Books and Recordqa) Maintain proper books of record and accountytiich full, true and correct entries in conformitjth
GAAP consistently applied shall be made of all ficial transactions and matters involving the assetsbusiness of the Borrower or such
Subsidiary, as the case may be; and (b) maintain saoks of record and account in material conftyrmith all applicable requirements of ¢
Governmental Authority having regulatory jurisd@tiover the Borrower or such Subsidiary, as the casy be.

6.10 Inspection RightsPermit representatives and independent contracfdhe Administrative Agent and each Lender tot\asid
inspect any of its properties, to examine its coapy financial and operating records, and makésdpereof or abstracts therefrom, and to
discuss its affairs, finances and accounts witliresctors, officers, and independent public actauts, all at the expense of the Borrower and
at such reasonable times during normal business fzmd as often as may be reasonably desired,repsnnable advance notice to the
Borrower;_provided however, that so long as no Event of Default exists, dagtder may conduct not more than one inspectiorygar, and
the expense of such inspection shall be bornedy.¢imder conducting such inspection; provided herrthat when an Event of Default exists
the Administrative Agent or any Lender (or anyloéit respective representatives or independentactots) may do any of the foregoing at
expense of the Borrower at any time during nornugieess hours and without advance notice.

6.11 Use of Proceedd)se the proceeds of the Credit Extensions for ggmerporate purposes (including capital expendguworking
capital, Permitted Acquisitions and repurchasdsfity Interests) not in contravention of any Lamobany Loan Document.

6.12 Additional Subsidiary Guarantors.

Notify the Administrative Agent at the time thatyalRerson either becomes a Subsidiary (other thatxaluded Subsidiary) or ceases to
be an Excluded Subsidiary, and, unless such P&sodoint Venture that has not Guaranteed angatidins of any Person other than itself,
promptly thereafter (and in any event within 30 g)agause such Person to (a) become a Subsidiasaftor by executing and delivering to
the Administrative Agent a counterpart of the Sdlasiy Guarantee or such other document as the Adtrative Agent shall deem appropriate
for such purpose, and (b) deliver to the AdministeAgent documents of the types referred to ausks (iii) and (iv) of Section 4.01@)d
favorable opinions of counsel to such Person (whkkdil cover, among other things, the legalityjdigl, binding effect and enforceability of
the documentation referred to in clause (a)),rafbrm, content and scope reasonably satisfactotlye Administrative Agent, provided
however, that in the case of any Subsidiary that is atd@nture, the Borrower’s obligation shall be t@ u®mmercially reasonable efforts to
provide to the Administrative Agent a Guaranteg¢esms comparable to those of the Guarantee prowiglesich Joint Venture to such other
Person.

6.13 Accounts.Maintain a deposit account with Bank of Ameri
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ARTICLE VII.
NEGATIVE COVENANTS

So long as any Lender shall have any Commitmemumgler, any Loan or other Obligation hereunded skalain unpaid or unsatisfied,
or any Letter of Credit shall remain outstanditigg Borrower shall not, nor shall it permit any Sdlasy to, directly or indirectly:

7.01 Liens.Create, incur, assume or suffer to exist any Ligonuany of its property, assets or revenues, wheitw owned or hereafter
acquired, other than the following:

(a) Liens pursuant to any Loan Document;
(b) Liens existing on the date hereof and listedgohedule 7.04nd any renewals or extensions thereof, provtbat(i) the property

covered thereby is not changed, (ii) the amountreetor benefited thereby is not increased, (i) direct or any contingent obligor with
respect thereto is not changed, and (iv) any rehemextension of the obligations secured or beedfihereby is permitted by Section 7.03(b)

(c) Liens for taxes not yet due or which are beaiogtested in good faith and by appropriate procegddiligently conducted, if adequate
reserves with respect thereto are maintained obdbks of the applicable Person in accordance GAAP;

(d) carriers’, warehousemen’s, mechanics’, mateéal's, repairmen’s or other like Liens arisinghie brdinary course of business which
are not overdue for a period of more than 30 dayghich are being contested in good faith and kyrejpriate proceedings diligently
conducted, if adequate reserves with respect tharetmaintained on the books of the applicabledrer

(e) pledges or deposits in the ordinary courseusfriess in connection with workers’ compensatiogmiployment insurance and other
social security legislation, other than any Liempogsed by ERISA,;

(f) deposits to secure the performance of bidgletieontracts and leases (other than Indebtedrgtag)tory obligations, surety and appeal
bonds, performance bonds and other obligationdigEanature incurred in the ordinary course ofibess;

(g) easements, rights-of-way, restrictions and ragirailar encumbrances affecting real property Whio the aggregate, are not
substantial in amount, and which do not in any eaaterially detract from the value of the propestyject thereto or materially interfere with
the ordinary conduct of the business of the apbple®erson;

(h) Liens securing judgments for the payment of eyomot constituting an Event of Default under Sec8.01(h);
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(i) Liens securing Indebtedness permitted undeti®@e@.03(e), providedthat (i) such Liens do not at any time encumber@aperty
other than the property financed by such Indebteslaed (ii) the Indebtedness secured thereby diiesxoeed the cost or fair market value,
whichever is lower, of the property being acquioecthe date of acquisition;

(j) Liens of purchase and sale documents entetednirconnection with Permitted Acquisitions;

(k) defects of title and adverse claims of thirdties with respect to IP Rights, which defectsitbé and adverse claims are not,
individually or in the aggregate, material in redatto the Borrower and its Subsidiaries, takea asole; and

(1) other Liens securing obligations not to exc&280,000 in the aggregate at any one time.

7.02 InvestmentsMake any Investments, except:
(@) Investments held by the Borrower or such Suésidn the form of cash or Cash Equivalents;

(b) advances to officers, directors and employééiseoBorrower and its Subsidiaries in an aggregateunt not to exceed $250,000 at
any time outstanding, for travel, entertainmeriggation and analogous ordinary business purposes;

(c) Investments of the Borrower in any wholly-owrfggbsidiary and Investments of any wholly-ownedstdibry in the Borrower or in
another wholly-owned Subsidiary; providedowever, that neither the Borrower nor any Subsidiary ¢loéshall make any additional
Investment in any Excluded Domestic Subsidiary pkes necessary to pay the expenses of dispositgaxsets and its merger or dissolution
in accordance with the terms hereof;

(d) Investments consisting of extensions of crigdihe nature of accounts receivable or notes vabé arising from the grant of trade
credit in the ordinary course of business, anddtments received in satisfaction or partial satiséa thereof from financially troubled account
debtors to the extent reasonably necessary in tod@event or limit loss;

(e) Guarantees permitted by Section 7.03
(f) Permitted Acquisitions;

(9) Investments in joint ventures or other busiresangements involving the Investment in any Reesty Equity Interests of which are
held by any Person other than the Borrower or angllyw-owned Subsidiary (each, a “ Joint Ventlir@ot exceeding $20,000,000 in the
aggregate over the term of this Agreement (valgiach Investment in a Joint Venture, whether ommade under this subsection (g), at the
maximum aggregate liabilities of the applicable hé¥arty under the Organization Documents of suaft 3eenture or any Contractual
Obligation related to such Joint Venture (all stighilities, to the extent not satisfied at anyedaf determination, “ Deferred JV Liabiliti€y;
providedthat (i) no Default or Event of Default exists oditlwe caused by such Investment, (ii) on the adteonsummation of
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such Investment, the Borrower shall deliver a fiedie of a Responsible Officer as to the satigfacof the condition set forth in the foregoing
clause (i), and (iii) not less than 10 Business®ayor to the consummation of any such InvestméetBorrower shall provide to the
Administrative Agent, (A) copies of the documerdatgoverning such Investment and (B) in the casmgfinvestment or series of related
Investments in excess of $10,000,000, (1) in foneh substance satisfactory to the Administrative ftgénancial calculations specifically
demonstrating the Borrower’s compliance on a Prm&Basis with_Section 7.18ereof after giving effect to such Investment a2dirf form
and substance reasonably satisfactory to the Adtrative Agent, financial projections for the Boser for a two (2) year period after the
closing of such Investment after giving effect tels Investment, including, without limitation, atment of sources and uses of funds for
Investment showing, among other things, the sowtérsancing for such Investment, and demonstgatire Borrower’s ability to meet its
repayment obligations hereunder through the MatiDate.

(h) other Investments not exceeding $5,000,008eraggregate in any fiscal year of the Borrowesyigledthat no Default shall exist at
the time of, or result from, any such Investment.

7.03 IndebtednessCreate, incur, assume or suffer to exist any Iretiiess, except:
(a) Indebtedness under the Loan Documents;

(b) Indebtedness outstanding on the date hereolisted on Schedule 7.Gfhd any refinancings, refundings, renewals or eskters
thereof;_providedhat (i) the amount of such Indebtedness is natamed at the time of such refinancing, refundiegewal or extension
except by an amount equal to a reasonable premiwther reasonable amount paid, and fees and eepeeasonably incurred, in connection
with such refinancing and by an amount equal toeatigting commitments unutilized thereunder, (g terms relating to principal amount,
amortization, maturity, collateral (if any) and suthination (if any), and other material terms taksm whole, of any such refinancing,
refunding, renewing or extending Indebtedness,drathy agreement entered into and of any instrunissaoed in connection therewith, are no
less favorable in any material respect to the Liarties or the Lenders than the terms of any aggetor instrument governing the
Indebtedness being refinanced, refunded, renewegtended and the interest rate applicable to aoly sefinancing, refunding, renewing or
extending Indebtedness does not exceed the thdicagp market interest rate and (iii) any suchelpigdness that is subordinated to the
Obligations may not be refinanced except on subatiin terms at least as favorable to the Lendsitlsna more restrictive on the Borrower
than the subordinated Indebtedness being refinaaretin an amount not less than the amount oulistgrat the time of refinancing;

(c) Guarantees of the Borrower or any Subsidiargr&mutor in respect of Indebtedness otherwise ptrthiitereunder of the Borrower or
any other Subsidiary Guarantor;

(d) obligations (contingent or otherwise) of ther®aver or any Subsidiary existing or arising undey Swap Contract, providekdat
(i) such obligations are (or were) entered intcsbgh Person in the ordinary course of businesthépurpose of directly mitigating risks
associated with liabilities, commitments, investiseassets, or property held or reasonably
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anticipated by such Person, or changes in the \adlsecurities issued by such Person, and notdgrgses of speculation or taking a “market
view;” and (ii) such Swap Contract does not contaig provision exonerating the ndefaulting party from its obligation to make payrtgeon
outstanding transactions to the defaulting party;

(e) Indebtedness in respect of Capital Lease Qtimigs, Synthetic Lease Obligations and purchaseeyobligations for fixed or capital
assets within the limitations set forth_in Sect@1(i) ; provided, however, that the aggregate amount of all such Indebtedatany one time
outstanding shall not exceed $2,000,000;

(f Indebtedness of the Borrower to any Subsid@wmarantor and Indebtedness of any Subsidiary t8thewer or any Subsidiary
Guarantor; and

(9) other unsecured Indebtedness in an aggregatgpal amount not to exceed $10,000,000 at ang tiotstanding, providetthat no
Default shall exist at the time of, or result fratme incurrence of any Indebtedness in reliancenubpis subsection (g);

providedthat no Excluded Domestic Subsidiary shall incuyr bndebtedness.

7.04 Fundamental ChangesMerge, dissolve, liquidate, consolidate with ooianother Person, or Dispose of (whether in omeséretior
or in a series of transactions) all or substantiall of its assets (whether now owned or hereatguired) to or in favor of any Person, except
that, so long as no Default exists or would rethdtefrom:

(a) any Subsidiary may merge with (i) the Borrowgnvidedthat the Borrower shall be the continuing or sungvPerson, or (ii) any ot
or more other Subsidiaries, providiat when any Subsidiary Guarantor is merging waitbther Subsidiary that is not a Subsidiary Guarant
the Subsidiary Guarantor shall be the continuinguviving Person;

(b) any Subsidiary may merge with another Persanrdler to effect a Permitted Acquisition, provididt the surviving Person shall be a
wholly-owned Subsidiary of the Borrower and shake all action required under Section 6, kad

(c) any Subsidiary may Dispose of all or substdigtell of its assets (upon voluntary liquidatiatissolution or otherwise) to the
Borrower or to another Subsidiary; providédt (x) if the transferor in such a transactioa Subsidiary Guarantor, then the transferee must
either be the Borrower or a Subsidiary Guarantar @ any Excluded Domestic Subsidiary may onlydowse of its property to the Borrowel
any wholly-owned Subsidiary Guarantor.

7.05 DispositionsMake any Disposition or enter into any agreememhade any Disposition, except:
(a) Dispositions of obsolete or worn out propewiether now owned or hereafter acquired, in thénargt course of business;

(b) Dispositions of inventory in the ordinary coeif business;
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(c) Dispositions of equipment or real propertyhie extent that (i) such property is exchanged ffledit against the purchase price of
similar replacement property or (ii) the proceefisuxh Disposition are reasonably promptly appteethe purchase price of such replacement

property;

(d) Dispositions of property by the Borrower to éwybsidiary Guarantor for consideration other tBgnity Interests in (or otherwise a
contribution to the capital of) such Subsidiary Gumror, and Dispositions of property by any Sulasigio the Borrower or to a wholly-owned
Subsidiary; providethat if the transferor of such property is an Edeld Domestic Subsidiary or a Subsidiary Guaratieriransferee thereof
must either be the Borrower or a Subsidiary Guarant

(e) Dispositions of property permitted under Setfic02(c);
(f) Dispositions permitted by Section 7.04
(9) Dispositions of IP Rights in the ordinary cauf business; and

(h) Dispositions by the Borrower and its Subsidiamot otherwise permitted under this Section 7@5videdthat (i) at the time of such
Disposition, no Default shall exist or would resuttm such Disposition and (ii) the aggregate beakie of all property Disposed of in reliar
on this clause (g) in any fiscal year shall notemd$5,000,000;

provided, however, that (X) any Disposition pursuant to clausegt{edugh (d) or clauses (f) through (h) (in eithase, when taken together
with any other Dispositions in any series of radai@nsactions) shall be for fair market valuethia reasonable judgment of the Borrower, and
(y) Excluded Domestic Subsidiaries may only makgpbsitions pursuant to subsection (d) above.

7.06 Restricted PaymentsDeclare or make, directly or indirectly, any Retd Payment, or incur any obligation (contingent o
otherwise) to do so, except that, so long as naeshall have occurred and be continuing atithe bf any action described below or would
result therefrom:

(a) each Subsidiary may make Restricted PaymenketBorrower, the Subsidiary Guarantors and ahgrdPerson that owns an Equity
Interest in such Subsidiary, ratably accordinghtgrtrespective holdings of the type of Equity et in respect of which such Restricted
Payment is being made, providist no Excluded Domestic Subsidiary may make agstfitted Payment other than to the Borrower or a
wholly-owned Subsidiary Guarantor;

(b) the Borrower and each Subsidiary may decladenaake dividend payments or other distributionsaéey solely in the common stock
or other common Equity Interests of such Person;

(c) the Borrower and each Subsidiary may purchasksem or otherwise acquire Equity Interests isfyetiwith the proceeds received
from the substantially concurrent issue of new ebarf its common stock or other common Equity kdés; and
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(d) the Borrower may declare or pay cash dividandts stockholders and purchase, redeem or oteeragquire for cash common Eqt
Interests issued by it.

7.07 Change in Nature of Busines&ngage in any business substantially different ftbase lines of business conducted by the
Borrower and its Subsidiaries on the date hereahgrbusiness substantially related or incidetitateto ( providedhat no Excluded Domestic
Subsidiary may conduct any business other thabisgosition of its assets and its merger or diggmiun accordance with the terms hereof).

7.08 Transactions with Affiliates.Enter into any transaction of any kind with anyilidte of the Borrower, whether or not in the
ordinary course of business, other than on fairr@aadonable terms substantially as favorable t@treower or such Subsidiary as would be
obtainable by the Borrower or such Subsidiary attime in a comparable arm’s length transactioh wiPerson other than an Affiliate (and, if
the aggregate value of the consideration to betpagehy Affiliate under any such transaction otieseof related transactions would reasonably
be expected to exceed $1,000,000 in any fiscal gedue Borrower, the Borrower shall furnish to #théministrative Agent a certificate of a
Responsible Officer of the Borrower as to complendth this_Section 7.08which certificate shall be in form and substarezsonably
satisfactory to the Administrative Agent), providédt the foregoing restriction shall not applyransactions between or among the Borrower
and any Subsidiary Guarantor or between and amayp&absidiary Guarantors.

7.09 Burdensome Agreementd€nter into any Contractual Obligation (other thhis tAgreement or any other Loan Document) that
() limits the ability (i) of any Subsidiary to maRestricted Payments to the Borrower or any SidrgicGuarantor or to otherwise transfer
property to the Borrower or any Subsidiary Guargr(ig of any Subsidiary to Guarantee the Indebts$ of the Borrower or (iii) of the
Borrower or any Subsidiary to create, incur, assaomsuffer to exist Liens on property of such Pargwovided, however, that this clause
(iii) shall not prohibit any negative pledge incetiror provided in favor of any holder of Indebteskpermitted under Section 7.03¢e)ely to
the extent any such negative pledge relates tpritygerty financed by or the subject of such Indeéiss; or (b) requires the grant of a Lien to
secure an obligation of such Person if a Lien &gd to secure another obligation of such Person.

7.10 Use of Proceedd)se the proceeds of any Credit Extension, whethecttly or indirectly, and whether immediately, identally or
ultimately, to purchase or carry margin stock (witthe meaning of Regulation U of the FRB) or téeex credit to others for the purpose of
purchasing or carrying margin stock or to refundeintedness originally incurred for such purpose.

7.11 Financial Covenants.

(a) The Borrower and its wholly-owned Subsidiagkall maintain at all times cash and Cash Equitsalenthe United States (excluding
any such cash or Cash Equivalents subject to agry & other restriction in favor of any Person, ang cash or Cash Equivalents held by any
Person other than the Borrower and its wholly-ow8alsidiaries, but including cash and Cash Equinalstanding to the credit of any
Reserve Account) having a value at least equal to
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115% of the sum (without duplication) of (i) thetibOutstandings, (ii) all Litigation Liabilitiegiii) all Deferred JV Liabilities and (iv) the
aggregate principal amount of Indebtedness incuyetthe Borrower and its Subsidiaries in relianneSection 7.03(g) each as of the date of
determination.

(b) The Borrower shall not prove, as of the last dibany fiscal quarter, to have had a Consolidatess Before Taxes of (i) more than
($7,500,000) for such fiscal quarter or (ii) mdnart ($15,000,000) for the four fiscal quarters thrded.

7.12 Excluded Domestic Subsidiaries.

Notwithstanding anything to the contrary herein En@luded Domestic Subsidiary shall conduct anyirtass or activity, or incur any
Lien, obligation or liability, except for the Dispition of its assets and its merger or dissolutivaccordance with the terms hereof.

ARTICLE VIII.
EVENTS OF DEFAULT AND REMEDIES

8.01 Events of DefaultAny of the following shall constitute an Event oéfault:

(a) NonPayment The Borrower or any other Loan Party fails to fidyvhen and as required to be paid herein, anguarnof principal o
any Loan or any L/C Obligation, or (ii) within tredBusiness Days after the same becomes due, amgghbn any Loan or on any L/C
Obligation, or any fee due hereunder, or (iii) witfive Business Days after the same becomes diyepther amount payable hereunder or
under any other Loan Document; or

(b) Specific CovenantsThe Borrower fails to perform or observe any tecovenant or agreement contained in any of Seétiom,
6.02, 6.03, 6.05, 6.10, 6.110r 6.120r Article VIl , or any Subsidiary Guarantor fails to perform bserve any term, covenant or agreement
contained in Section @f the Subsidiary Guarantee; or

(c) Other Defaults Any Loan Party fails to perform or observe anyestcovenant or agreement (not specified in sulose() or
(b) above) contained in any Loan Document on its oebe performed or observed and such failurdicoas for 30 days after the earlier of
(i) the Borrower’s or any Loan Party’s knowledgerof or (ii) notice thereof from the Administragivigent; or

(d) Representations and Warrantiésy representation, warranty, certification atstment of fact made or deemed made by or on behal
of the Borrower or any other Loan Party hereirariy other Loan Document, or in any document dediglén connection herewith or therewith
shall be incorrect or misleading in any materiapect when made or deemed made; or

(e) CrossDefault. (i) The Borrower or any Subsidiary (A) fails take any payment when due (whether by scheduledrityaequired
prepayment, acceleration, demand, or otherwisedpect of any Indebtedness or Guarantee (othedickebtedness hereunder and
Indebtedness under Swap Contracts) having an agigregncipal amount (including undrawn
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committed or available amounts and including amewomting to all creditors under any combined or sgaeéd credit arrangement) of more
than the Threshold Amount, and such failure shaitioue beyond any applicable grace or cure pedo@®) fails to observe or perform any
other agreement or condition relating to any suclebtedness or Guarantee or contained in any mstruor agreement evidencing, securir
relating thereto, and such failure shall continegdnd any applicable grace or cure period, or dhgreevent occurs, the effect of which defi
or other event is to cause, or to permit the hotaidrolders of such Indebtedness or the benefidabeneficiaries of such Guarantee (or a
trustee or agent on behalf of such holder or hsldebeneficiary or beneficiaries) to cause, whid giving of notice if required, such
Indebtedness to be demanded or to become dueberrepurchased, prepaid, defeased or redeemedn@titally or otherwise), or an offer to
repurchase, prepay, defease or redeem such Indelstetb be made, prior to its stated maturityuchsGuarantee to become payable or cash
collateral in respect thereof to be demanded;ipth@re occurs under any Swap Contract an Earyniretion Date (as defined in such Swap
Contract) resulting from (A) any event of defautder such Swap Contract as to which the BorrowangrSubsidiary is the Defaulting Party
(as defined in such Swap Contract) or (B) any Teatidn Event (as so defined) under such Swap Catragato which the Borrower or any
Subsidiary is an Affected Party (as so defined), amdither event, the Swap Termination Value olwgdhe Borrower or such Subsidiary as a
result thereof is greater than the Threshold Amoomt

(f) Insolvency Proceedings, Et&ny Loan Party or any of its Subsidiaries institute consents to the institution of any proceedinder
any Debtor Relief Law, or makes an assignmentHerttenefit of creditors; or applies for or conseatthe appointment of any receiver, trus
custodian, conservator, liquidator, rehabilitatosionilar officer for it or for all or any materiglart of its property; or any receiver, trustee,
custodian, conservator, liquidator, rehabilitatosionilar officer is appointed without the applicat or consent of such Person and the
appointment continues undischarged or unstayefiCfaalendar days; or any proceeding under any D&uwbef Law relating to any such
Person or to all or any material part of its prdypés instituted without the consent of such Perand continues undismissed or unstayed for 60
calendar days, or an order for relief is entereany such proceeding; or

(9) Inability to Pay Debts; Attachmen(i) The Borrower or any Subsidiary becomes unabladmits in writing its inability or fails
generally to pay its debts as they become duéi) @nfy writ or warrant of attachment or executmmsimilar process is issued or levied against
all or any material part of the property of anyts&erson and is not released, vacated or fully @dmdthin 30 days after its issue or levy; or

(h) Judgments There is entered against the Borrower or any ifligrg (i) a final judgment or order of any Goverantal Authority for
the payment of money in an aggregate amount exogélé Threshold Amount (other than Covered Lit@at.iabilities not exceeding
$40,000,000 over the term of this Agreement) (eoektent not covered by independent third-partyrizisce as to which the insurer does not
dispute coverage), or (ii) any one or more non-nemyefinal judgments that have, or would reasondlglyexpected to have, individually or in
the aggregate, a Material Adverse Effect and, timeeicase, (A) enforcement proceedings are comrddmcany creditor upon such judgment
or order, or (B) there is a period of 10 conseaitiays during which a stay of enforcement of sudginent, by reason of a pending appeal or
otherwise, is not in effect; or
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(i) ERISA. (i) An ERISA Event occurs with respect to a Pend?lan or Multiemployer Plan which has resulteavould reasonably be
expected to result in liability of the Borrower w@ndritle 1V of ERISA to the Pension Plan, Multierapér Plan or the PBGC in an aggregate
amount in excess of the Threshold Amount, or (i@ Borrower or any ERISA Affiliate fails to pay wiedue, after the expiration of any
applicable grace period, any installment paymett waspect to its withdrawal liability under Secti$201 of ERISA under a Multiemployer
Plan in an aggregate amount in excess of the Toigtgtmount; or

(j) Invalidity of Loan DocumentsAny provision of any Loan Document, at any tinfiemits execution and delivery and for any reason
other than as expressly permitted hereunder oetineler or satisfaction in full of all the Obligai& ceases to be in full force and effect; or any
Loan Party or any other Person contests in any erathe validity or enforceability of any provisiof any Loan Document; or any Loan Party
denies that it has any or further liability or @aition under any Loan Document, or purports to keyterminate or rescind any provision of |
Loan Document; or

(k) Change of Contral There occurs any Change of Control.

8.02 Remedies Upon Event of Defaullf any Event of Default occurs and is continuirtge Administrative Agent shall, at the reques
or may, with the consent of, the Required Lendaig; any or all of the following actions:

(a) declare the commitment of each Lender to malenk and any obligation of the L/C Issuer to maie Credit Extensions to be
terminated, whereupon such commitments and obdigathall be terminated;

(b) declare the unpaid principal amount of all tariging Loans, all interest accrued and unpaicetherand all other amounts owing or
payable hereunder or under any other Loan Docutodrg immediately due and payable, without presentprdemand, protest or other notice
of any kind, all of which are hereby expressly veai\by the Borrower;

(c) require that the Borrower Cash Collateralize tHC Obligations (in an amount equal to the themstanding Amount thereof); and
(d) exercise on behalf of itself and the Lendersiglts and remedies available to it and the Lesde&der the Loan Documents;

provided, however, that upon the occurrence of an actual or deemtg ef an order for relief with respect to the Biwer under the
Bankruptcy Code of the United States, the obligatibeach Lender to make Loans and any obligatiadheoL/C Issuer to make L/C Credit
Extensions shall automatically terminate, the udpaincipal amount of all outstanding Loans andrdkrest and other amounts as aforesaid
shall automatically become due and payable, andliligation of the Borrower to Cash Collateralike £/C Obligations as aforesaid shall
automatically become effective, in each case wittther act of the Administrative Agent or anyrider.

8.03 Application of Funds.After the exercise of remedies provided for in 8B.02(or after the Loans have automatically become
immediately due and payable and the L/C
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Obligations have automatically been required t&€hsh Collateralized as set forth in the provis8eation 8.09, any amounts received on
account of the Obligations shall be applied byAleninistrative Agent in the following order:

First, to payment of that portion of the Obligations stituting fees, indemnities, expenses and othemamsqincluding fees, charges ¢
disbursements of counsel to the Administrative Agamd amounts payable under Article)lppayable to the Administrative Agent in its
capacity as such;

Second to payment of that portion of the Obligations siitating fees, indemnities and other amounts (otiien principal, interest and
Letter of Credit Fees) payable to the Lenders aad {C Issuer (including fees, charges and dislesgs of counsel to the respective Lenders
and the L/C Issuer (including fees and time chafgeattorneys who may be employees of any LendéneL/C Issuer) and amounts payable
under Article 1l1), ratably among them in proportion to the respecimounts described in this clause Sequaable to them;

Third , to payment of that portion of the Obligations stitating accrued and unpaid Letter of Credit Fead interest on the Loans, L/C
Borrowings and other Obligations, ratably amongltbeders and the L/C Issuer in proportion to ttepeetive amounts described in this clause
Third payable to them;

Fourth, (i) to payment of that portion of the Obligatiarmnstituting unpaid principal of the Loans and B@rowings, (ii) to Cash
Collateralize that portion of L/C Obligations corigad of the aggregate undrawn amount of Lette@redit, (i) to payment of amounts due
under any Treasury Management Agreement betweeha@any Party and any Secured Party and (iv) to paymibreakage, termination or
other amounts owing in respect of any Swap Contrativeen any Loan Party and any Secured Parthetextent such Swap Contract is
permitted hereunder, ratably among the SecuredeBantproportion to the respective amounts desdrih this clause (d) held by them; and

Last, the balance, if any, after all of the Obligatidvee been indefeasibly paid in full, to the Boreswsr as otherwise required by Law.

Subject to Section 2.03(¢armounts used to Cash Collateralize the aggregmtewn amount of Letters of Credit pursuant tastaFifth
above shall be applied to satisfy drawings undeh dwetters of Credit as they occur. If any amo@mains on deposit as Cash Collateral after
all Letters of Credit have either been fully drammexpired, such remaining amount shall be appbettie other Obligations, if any, in the order
set forth above.

ARTICLE IX. ADMINISTRATIVE AGENT

9.01 Appointment and Authority. Each of the Lenders and the L/C Issuer herebyaably appoints Bank of America to act on its
behalf as the Administrative Agent hereunder ardiuthe other Loan Documents and authorizes theididtrative Agent to take such actions
on its behalf and to exercise such

-68-



powers as are delegated to the Administrative Aggnihe terms hereof or thereof, together with sations and powers as are reasonably
incidental thereto. The provisions of this Artielee solely for the benefit of the Administrativeeékd, the Lenders and the L/C Issuer, and
neither the Borrower nor any other Loan Party shalle rights as a third party beneficiary of angudh provisions.

9.02 Rights as a LenderThe Person serving as the Administrative Agentimater shall have the same rights and powers oajacity
as a Lender as any other Lender and may exerassathe as though it were not the AdministrativerAged the term “Lender” or “Lenders”
shall, unless otherwise expressly indicated orasithe context otherwise requires, include thedPeserving as the Administrative Agent
hereunder in its individual capacity. Such Persuahits Affiliates may accept deposits from, lendmawp to, act as the financial advisor or in
other advisory capacity for and generally engaganiy kind of business with the Borrower or any $dibsy or other Affiliate thereof as if sut
Person were not the Administrative Agent hereumher without any duty to account therefor to thedeass.

9.03 Exculpatory Provisions.The Administrative Agent shall not have any dutiesbligations except those expressly set fortieiner
and in the other Loan Documents. Without limitihg generality of the foregoing, the AdministratAgent:

(a) shall not be subject to any fiduciary or otimeplied duties, regardless of whether a Defaultd@=urred and is continuing;

(b) shall not have any duty to take any discretipretion or exercise any discretionary powerseexdiscretionary rights and
powers expressly contemplated hereby or by the e Documents that the Administrative Agenteguired to exercise as directed in
writing by the Required Lenders (or such other nendy percentage of the Lenders as shall be expnass/ided for herein or in the
other Loan Documents), providéuat the Administrative Agent shall not be requitedake any action that, in its opinion or therai
of its counsel, may expose the Administrative Agertability or that is contrary to any Loan Docant or applicable law; and

(c) shall not, except as expressly set forth heaaphin the other Loan Documents, have any duthisclose, and shall not be liable
for the failure to disclose, any information refatito the Borrower or any of its Affiliates thatdemmunicated to or obtained by the
Person serving as the Administrative Agent or aniyscAffiliates in any capacity.

The Administrative Agent shall not be liable folyaaction taken or not taken by it (i) with the censor at the request of the Required
Lenders (or such other number or percentage df¢heers as shall be necessary, or as the Admitnstragent shall believe in good faith st
be necessary, under the circumstances as provideeldtions 10.0and 8.02) or (ii) in the absence of its own gross negligeoc willful
misconduct. The Administrative Agent shall be degmet to have knowledge of any Default unless amd notice describing such Default is
given to the Administrative Agent by the Borrowa,_ender or the L/C Issuer.
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The Administrative Agent shall not be responsiloledr have any duty to ascertain or inquire inja(iy statement, warranty or
representation made in or in connection with thige®ement or any other Loan Document, (ii) the catstef any certificate, report or other
document delivered hereunder or thereunder ormmection herewith or therewith, (iii) the perforncaror observance of any of the covenants,
agreements or other terms or conditions set fagtiih or therein or the occurrence of any Defdiy},the validity, enforceability, effectivene
or genuineness of this Agreement, any other Loatubent or any other agreement, instrument or dontiorg(v) the satisfaction of any
condition set forth in Article I\or elsewhere herein, other than to confirm recgfifitems expressly required to be delivered to the
Administrative Agent.

9.04 Reliance by Administrative AgentThe Administrative Agent shall be entitled to refyon, and shall not incur any liability for
relying upon, any notice, request, certificate,se, statement, instrument, document or othemgr{including any electronic message,
Internet or intranet website posting or other dsiiion) believed by it to be genuine and to hagerbsigned, sent or otherwise authenticated by
the proper Person. The Administrative Agent alsg nedy upon any statement made to it orally orddgphone and believed by it to have been
made by the proper Person, and shall not incutliahjity for relying thereon. In determining conighce with any condition hereunder to the
making of a Loan, or the issuance of a Letter @fd@r that by its terms must be fulfilled to theisfaction of a Lender or the L/C Issuer, the
Administrative Agent may presume that such conditgsatisfactory to such Lender or the L/C Issudess the Administrative Agent shall
have received notice to the contrary from such keemad the L/C Issuer prior to the making of suclahar the issuance of such Letter of Cri
The Administrative Agent may consult with legal osel (who may be counsel for the Borrower), indejee accountants and other experts
selected by it, and shall not be liable for anyaactaken or not taken by it in accordance withdlgice of any such counsel, accountants or
experts.

9.05 Delegation of DutiesThe Administrative Agent may perform any and alltefduties and exercise its rights and powersureter ol
under any other Loan Document by or through anyarmaore sub-agents appointed by the Administradigent. The Administrative Agent
and any such sub-agent may perform any and a afiities and exercise its rights and powers hiffrough their respective Related Parties.
The exculpatory provisions of this Article shallp@pto any such sub-agent and to the Related Baofithe Administrative Agent and any such
sub-agent, and shall apply to their respectivergiets in connection with the syndication of thedit facilities provided for herein as well as
activities as Administrative Agent.

9.06 Resignation of Administrative AgentThe Administrative Agent may at any time give netaf its resignation to the Lenders, the
L/C Issuer and the Borrower. Upon receipt of anghsaiotice of resignation, the Required Lendersl ¢tale the right, in consultation with the
Borrower, to appoint a successor, which shall bargk with an office in the United States, or anilsffe of any such bank with an office in the
United States. If no such successor shall have seappointed by the Required Lenders and sha#lt hagepted such appointment within
30 days after the retiring Administrative Agentegwnotice of its resignation, then the retiring Auistrative Agent may on behalf of the
Lenders and the L/C Issuer, appoint a successolirfistmative Agent meeting the qualifications setlicabove; providethat if the
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Administrative Agent shall notify the Borrower atige Lenders that no qualifying Person has acceqteld appointment, then such resignation
shall nonetheless become effective in accordantesuch notice and (1) the retiring AdministratAgent shall be discharged from its duties
and obligations hereunder and under the other Dmaouments and (2) all payments, communicationsdaterminations provided to be made
by, to or through the Administrative Agent shalitiead be made by or to each Lender and the L/@dshrectly, until such time as the
Required Lenders appoint a successor Administr&gent as provided for above in this Section. Ug@nacceptance of a successor’'s
appointment as Administrative Agent hereunder, suattessor shall succeed to and become veste@dtiththe rights, powers, privileges a
duties of the retiring (or retired) Administrativgent, and the retiring Administrative Agent shadl discharged from all of its duties and
obligations hereunder or under the other Loan Damtm(if not already discharged therefrom as prexidbove in this Section). The fees
payable by the Borrower to a successor Administeatigent shall be the same as those payable podtiecessor unless otherwise agreed
between the Borrower and such successor. Afteretiing Administrative Agens resignation hereunder and under the other Loamiments
the provisions of this Article and Section 104Wll continue in effect for the benefit of suctirneg Administrative Agent, its sub-agents and
their respective Related Parties in respect ofaaripns taken or omitted to be taken by any of tiite the retiring Administrative Agent w.
acting as Administrative Agent.

Any resignation by Bank of America as Administratikgent pursuant to this Section shall also cautstits resignation as L/C Issuer.
Upon the acceptance of a successor’s appointmekdmmistrative Agent hereunder, (a) such succeskall succeed to and become vested
with all of the rights, powers, privileges and agtiof the retiring L/C Issuer, (b) the retiring U&Suer shall be discharged from all of their
respective duties and obligations hereunder or withgeother Loan Documents, and (c) the succesédidsuer shall issue letters of credit in
substitution for the Letters of Credit, if any, siainding at the time of such succession or maker @titangements satisfactory to the retiring
L/C Issuer to effectively assume the obligationshef retiring L/C Issuer with respect to such Lettaf Credit.

9.07 Non-Reliance on Administrative Agent and Othet.enders.Each Lender and the L/C Issuer acknowledges tHnmssit
independently and without reliance upon the Adntiats/e Agent or any other Lender or any of theélded Parties and based on such
documents and information as it has deemed appteprnade its own credit analysis and decisiomterénto this Agreement. Each Lender
and the L/C Issuer also acknowledges that it wilependently and without reliance upon the Adntiats/ze Agent or any other Lender or any
of their Related Parties and based on such docsnaeitinformation as it shall from time to time shegppropriate, continue to make its own
decisions in taking or not taking action under asdd upon this Agreement, any other Loan Docunmeamy related agreement or any
document furnished hereunder or thereunder.

9.08 [Omitted].

9.09 Administrative Agent May File Proofs of Claim.In case of the pendency of any receivership, iresaly, liquidation, bankruptcy,
reorganization, arrangement, adjustment, compasdimther judicial proceeding relative to any Ldzarty, the Administrative Agent
(irrespective of whether the principal of any LaarlL/C Obligation shall then be due and
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payable as herein expressed or by declaratiorherwise and irrespective of whether the Administeafgent shall have made any demanc
the Borrower) shall be entitled and empowered nivgrizention in such proceeding or otherwise

(a) to file and prove a claim for the whole amoafithe principal and interest owing and unpaiddspect of the Loans, L/C
Obligations and all other Obligations that are apémd unpaid and to file such other documents gsbreanecessary or advisable in or
to have the claims of the Lenders, the L/C Issudrthe Administrative Agent (including any clainr the reasonable compensation,
expenses, disbursements and advances of the LetitetdC Issuer and the Administrative Agent ameirtrespective agents and cour
and all other amounts due the Lenders, the L/Cetsand the Administrative Agent under Sections @ @8d (j), 2.09and 10.09
allowed in such judicial proceeding; and

(b) to collect and receive any monies or other priyppayable or deliverable on any such claimstardistribute the same;

and any custodian, receiver, assignee, trustaedatpr, sequestrator or other similar officiakimy such judicial proceeding is hereby
authorized by each Lender and the L/C Issuer toensakh payments to the Administrative Agent andhéevent that the Administrative
Agent shall consent to the making of such paymeinestly to the Lenders and the L/C Issuer, to fgathe Administrative Agent any amount
due for the reasonable compensation, expensesyrsigshents and advances of the Administrative Ageditits agents and counsel, and any
other amounts due the Administrative Agent undetiSes 2.09and_10.04

Nothing contained herein shall be deemed to auwthdhie Administrative Agent to authorize or condentdr accept or adopt on behalf of
any Lender or the L/C Issuer any plan of reorgditnaarrangement, adjustment or composition affigcthe Obligations or the rights of any
Lender or to authorize the Administrative Agent/tde in respect of the claim of any Lender in anghsproceeding.

9.10 Subsidiary Guarantee MattersThe Lenders and the L/C Issuer irrevocably autledttie Administrative Agent, at its option and in
its discretion, to release any Subsidiary Guarafnton its obligations under the Subsidiary Guarantsuch Person ceases to be a Subsidit
a result of a transaction permitted hereunder.

Upon request by the Administrative Agent at anyetine Required Lenders will confirm in writing tAéministrative Agent’s authority
to release any Subsidiary Guarantor from its okitbga under the Subsidiary Guarantee pursuantsdction 9.10

ARTICLE X.
MISCELLANEOUS

10.01 Amendments, EtcNo amendment or waiver of any provision of this égment or any other Loan Document, and no consent t
any departure by the Borrower or any other LoanyRherefrom, shall be effective unless in writsigned by the Required Lenders and the
Borrower or the applicable Loan Party, as the caag be, and acknowledged by the
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Administrative Agent, and each such waiver or canhsiall be effective only in the specific instameel for the specific purpose for which
given; provided however, that no such amendment, waiver or consent shall:

(a) waive any condition set forth in Section 4.Q1¢&hout the written consent of each Lender;

(b) extend or increase the Commitment of any Leldereinstate any Commitment terminated pursuaection 8.02 without the
written consent of such Lender;

(c) postpone any date fixed by this Agreement grather Loan Document for any payment or mandapoepayment of principal,
interest, fees or other amounts due to the Lendemny of them) or any mandatory reduction of Aggiregate Commitments hereunder or
under any other Loan Document without the writtensent of each Lender directly affected thereby;

(d) reduce the principal of, or the rate of intesgsecified herein on, any Loan or L/C Borrowing{subject to clause (iv) of the second
proviso to this Section 10.Qlany fees or other amounts payable hereunderderiany other Loan Document without the writtenseant of
each Lender directly affected thereby; provid@édwever, that only the consent of the Required Lenderd beanecessary to amend the
definition of “Default Rate” or to waive any oblitjan of the Borrower to pay interest or Letter ok@it Fees at the Default Rate;

(e) change Section 2.18 Section 8.03n a manner that would alter the pro rata sharingagments required thereby without the written
consent of each Lender;

(f) change any provision of this Section or theimigbn of “Required Lenders” or any other provisibereof specifying the number or
percentage of Lenders required to amend, waiveéharaise modify any rights hereunder or make artgrd@nation or grant any consent
hereunder without the written consent of each Lende

(g) release all or substantially all of the valdeh® Subsidiary Guarantee without the written em®f each Lender; or

(h) have the effect of permitting the Borrower ay &f its Subsidiaries to be an Eligible Assignégthaut the written consent of each
Lender;

and, provided furtherthat (i) no amendment, waiver or consent shaless in writing and signed by the L/C Issuer idiidn to the Lenders
required above, affect the rights or duties oflthe Issuer under this Agreement or any Issuer Damntmelating to any Letter of Credit issued
or to be issued by it; (i) no amendment, waivecansent shall, unless in writing and signed byAHministrative Agent in addition to the
Lenders required above, affect the rights or duifabe Administrative Agent under this Agreementiny other Loan Document; (iv) Section
10.06(h)may not be amended, waived or otherwise modifigtiaut the consent of each Granting Lender all grart of whose Loans are
being funded by an SPC at the time of such amentdmiver or other modification; and (v) the Fedteemay be amended, or rights or
privileges thereunder waived, in a writing executety by the parties thereto. Notwithstanding aimgtto the contrary herein, no Defaulting
Lender shall have any right to
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approve or disapprove any amendment, waiver orerdrigereunder, except that the Commitment of sietder may not be increased or
extended without the consent of such Lender.

10.02 Notices; Effectiveness; Electronic Communician.

(a) Notices GenerallyExcept in the case of notices and other commtinitaexpressly permitted to be given by teleph@mel except ¢
provided in subsection (b) below), all notices attter communications provided for herein shallberiiting and shall be delivered by hand or
overnight courier service, mailed by certified egistered mail or sent by telecopier as followsl alh notices and other communications
expressly permitted hereunder to be given by teleplshall be made to the applicable telephone nyrabdollows:

(i) if to the Borrower, to the address, telecopiember, or electronic mail address specified fahsBerson on Schedule 10.02

(i) the Administrative Agent or the L/C Issuer,ttee address, telecopier number, electronic maitess or telephone number
specified for such Person on Schedule 10 &

(iii) if to any other Lender, to the address, telgier number, electronic mail address or telephmmaber specified in its
Administrative Questionnaire.

Notices sent by hand or overnight courier servicenailed by certified or registered mail, shallde=med to have been given when recei
notices sent by telecopier shall be deemed to haea given when sent (except that, if not giveringunormal business hours for the recipient,
shall be deemed to have been given at the opefingsiness on the next business day for the redipiBlotices delivered through electronic
communications to the extent provided in subsedtirbelow, shall be effective as provided in saabsection (b).

(b) Electronic CommunicationsNotices and other communications to the Lendedsthe L/C Issuer hereunder may be delivered or
furnished by electronic communication (includingneil and Internet or intranet websites) pursuamrazedures approved by the
Administrative Agent, providethat the foregoing shall not apply to notices tg hander or the L/C Issuer pursuant to Articléf Buch Lender
or the L/C Issuer, as applicable, has notifiedAteinistrative Agent that it is incapable of redaiy notices under such Article by electronic
communication. The Administrative Agent or the Baver may, in its discretion, agree to accept nstaxed other communications to it
hereunder by electronic communications pursuaptdocedures approved by it, providist approval of such procedures may be limited to
particular notices or communications.

Unless the Administrative Agent otherwise pres@il{@ notices and other communications sent te-amail address shall be deemed
received upon the sender’s receipt of an acknoveledigt from the intended recipient (such as by thaufn receipt requested” function, as
available, return e-mail or other written acknovgethent), providethat if such notice or other communication is rexitduring the normal
business hours of the recipient, such notice omgonication shall be deemed to have been sent aipdeing of business on the
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next business day for the recipient, and (ii) restior communications posted to an Internet ornetravebsite shall be deemed received upon
the deemed receipt by the intended recipient &-itsil address as described in the foregoing el&ysf notification that such notice or
communication is available and identifying the withaddress therefor.

(c) The Platform THE PLATFORM IS PROVIDED “AS IS” AND “AS AVAILABLE.” THE AGENT PARTIES (AS DEFINED
BELOW) DO NOT WARRANT THE ACCURACY OR COMPLETENESSF THE BORROWER MATERIALS OR THE ADEQUACY OF
THE PLATFORM, AND EXPRESSLY DISCLAIM LIABILITY FORERRORS IN OR OMISSIONS FROM THE BORROWER
MATERIALS. NO WARRANTY OF ANY KIND, EXPRESS, IMPLIP OR STATUTORY, INCLUDING ANY WARRANTY OF
MERCHANTABILITY, FITNESS FOR A PARTICULAR PURPOSEYON-INFRINGEMENT OF THIRD PARTY RIGHTS OR FREEDOM
FROM VIRUSES OR OTHER CODE DEFECTS, IS MADE BY ANAGENT PARTY IN CONNECTION WITH THE BORROWER
MATERIALS OR THE PLATFORM. In no event shall the fihistrative Agent or any of its Related Partiesll@ctively, the “ Agent Parties
") have any liability to the Borrower, any Lend#re L/C Issuer or any other Person for lossesindadamages, liabilities or expenses of any
kind (whether in tort, contract or otherwise) argsbut of the Borrower’s or the Administrative Agsrtransmission of Borrower Materials
through the Internet, except to the extent thahdosses, claims, damages, liabilities or expeasesletermined by a court of competent
jurisdiction by a final and nonappealable judgmterttave resulted from the gross negligence orwittiisconduct of such Agent Par
provided, however, that in no event shall any Agent Party have #atyillty to the Borrower, any Lender, the L/C Issoe any other Person f
indirect, special, incidental, consequential orifue@ damages (as opposed to direct or actual das)ag

(d) Change of Address, Et&ach of the Borrower, the Administrative Agentidhe L/C Issuer may change its address, telecopier
telephone number for notices and other communicatieereunder by notice to the other parties heEstoh other Lender may change its
address, telecopier or telephone number for nodoesother communications hereunder by noticegdtbrrower, the Administrative Agent
and the L/C Issuer. In addition, each Lender agreestify the Administrative Agent from time torte to ensure that the Administrative Agent
has on record (i) an effective address, contactenaephone number, telecopier number and eldctroail address to which notices and ot
communications may be sent and (ii) accurate wiseructions for such Lender.

(e) Reliance by Administrative Agent, L/C Issueddrenders The Administrative Agent, the L/C Issuer and tleaders shall be entitled
to rely and act upon any notices (including telepbd.oan Notices) purportedly given by or on belwdlthe Borrower even if (i) such notices
were not made in a manner specified herein, wexeniplete or were not preceded or followed by ammeoform of notice specified herein, or
(i) the terms thereof, as understood by the recipivaried from any confirmation thereof. The Bover shall indemnify the Administrative
Agent, the L/C Issuer, each Lender and the ReRtaties of each of them from all losses, costserggs and liabilities resulting from the
reliance by such Person on each notice purporggdgn by or on behalf of the Borrower, except te #xtent that such losses, costs, expenses
and liabilities are determined by a court of corepéjurisdiction by final and nonappealable judgirterhave resulted from the gross
negligence or willful misconduct of
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the party seeking indemnification. All telephoniatices to and other telephonic communications #ighAdministrative Agent may be
recorded by the Administrative Agent, and eachhefgarties hereto hereby consents to such recording

10.03 No Waiver; Cumulative RemediedNo failure by any Lender, the L/C Issuer or the Agistrative Agent to exercise, and no delay
by any such Person in exercising, any right, rempdwer or privilege hereunder shall operate agsiaav thereof; nor shall any single or
partial exercise of any right, remedy, power ovigge hereunder preclude any other or further@serthereof or the exercise of any other
right, remedy, power or privilege. The rights, refes, powers and privileges herein provided arewtative and not exclusive of any rights,
remedies, powers and privileges provided by law.

10.04 Expenses; Indemnity; Damage Waiver.

(a) Costs and Expense$he Borrower shall pay (i) all reasonable oufpotket expenses incurred by the Administrative Agenl its
Affiliates (including the reasonable fees, charged disbursements of counsel for the Administradigent), in connection with the syndicati
of the credit facilities provided for herein, theeparation, negotiation, execution, delivery anchidstration of this Agreement and the other
Loan Documents or any amendments, modificationgaivers of the provisions hereof or thereof (whethrenot the transactions contemplated
hereby or thereby shall be consummated), (ii)edbonable out-of-pocket expenses incurred by tBddguer in connection with the issuance,
amendment, renewal or extension of any Letter efi€or any demand for payment thereunder anda(iiput-of-pocket expenses incurred by
the Administrative Agent, any Lender or the L/Cuss(including the reasonable fees, charges atdidisments of any counsel for the
Administrative Agent, any Lender or the L/C Issyand shall pay all reasonable fees and time chdgeattorneys who may be employees of
the Administrative Agent, any Lender or the L/Cuiss in connection with the enforcement or protecif its rights (A) in connection with tt
Agreement and the other Loan Documents, includmgghts under this Section, or (B) in connectidth the Loans made or Letters of Credit
issued hereunder, including all such out-of-poekgtenses incurred during any workout, restructuoingegotiations in respect of such Loans
or Letters of Credit; providedhowever, that so long as no Event of Default shall haveuoed and be continuing, the Borrower shall not be
obligated to pay any amount for work performediphouse counsel or other in-house legal staff @fAtiministrative Agent.

(b) Indemnification by the BorrowerThe Borrower shall indemnify the Administrativgént (and any sub-agent thereof), each Lender
and the L/C Issuer, and each Related Party of &ttyedoregoing Persons (each such Person beitgdcah “ Indemnite&) against, and hold
each Indemnitee harmless from, any and all losdaisns, damages, liabilities and related expenisetufling the reasonable fees, charges and
disbursements of any counsel for any Indemnitee),shall indemnify and hold harmless each Indererfitem all reasonable fees and time
charges and disbursements for attorneys who mayripdoyees of any Indemnitee, incurred by any Indezaror asserted against any
Indemnitee by any third party or by the Borrowenay other Loan Party arising out of, in connectidth, or as a result of (i) the execution or
delivery of this Agreement, any other Loan Docun@ardiny agreement or instrument contemplated hevellyereby, the performance by the
parties hereto of their respective obligations teder or thereunder, the consummation of the trdioses
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contemplated hereby or thereby, or, in the cagskeoAdministrative Agent (and any sub-agent théranfl its Related Parties only, the
administration of this Agreement and the other LBaeuments, (ii) any Loan or Letter of Credit oe tinse or proposed use of the proceeds
therefrom (including any refusal by the L/C Issteehonor a demand for payment under a Letter ofli€iethe documents presented in
connection with such demand do not strictly compith the terms of such Letter of Credit), (iii) aagtual or alleged presence or release of
Hazardous Materials on or from any property ownedperated by the Borrower or any of its Subsiégror any Environmental Liability
related in any way to the Borrower or any of ithSidiaries, or (iv) any actual or prospective clglitigation, investigation or proceeding
relating to any of the foregoing, whether basedamtract, tort or any other theory, whether brougha third party or by the Borrower or any
other Loan Party, and regardless of whether angrimitee is a party thereto, in all cases, whetheobcaused by or arising, in whole or in
part, out of the comparative, contributory or swégligence of the Indemnitee; providiat such indemnity shall not, as to any Indemnibee
available to the extent that such losses, claims\agjes, liabilities or related expenses (x) arerdehed by a court of competent jurisdiction
final and nonappealable judgment to have resulterd the gross negligence or willful misconduct e€ls Indemnitee or (y) result from a claim
brought by the Borrower or any other Loan Partyirmgfean Indemnitee for breach in bad faith of sitfemnitee’s obligations hereunder or
under any other Loan Document, if the BorrowerumtsLoan Party has obtained a final and nonapplegjiatbgment in its favor on such claim
as determined by a court of competent jurisdiction.

(c) Reimbursement by Lendergo the extent that the Borrower for any reasdls fa indefeasibly pay any amount required under
subsection (a) or (b) of this Section to be paidtlby the Administrative Agent (or any sagent thereof), the L/C Issuer or any Related R#
any of the foregoing, each Lender severally agre@ay to the Administrative Agent (or any such-agient), the L/C Issuer or such Related
Party, as the case may be, such Lender’s Applidadteentage (determined as of the time that thicappe unreimbursed expense or
indemnity payment is sought) of such unpaid amaopmatvidedthat the unreimbursed expense or indemnified ldasgn, damage, liability or
related expense, as the case may be, was incyrredasserted against the Administrative Agenafoy such sulagent) or the L/C Issuer in i
capacity as such, or against any Related Partpybathe foregoing acting for the Administrativgént (or any such sub-agent) or L/C Issuer
in connection with such capacity. The obligatiohthe Lenders under this subsection (c) are sultjettte provisions of Section 2.12(d)

(d) Waiver of Consequential Damages, Hto.the fullest extent permitted by applicable Iéhe Borrower shall not assert, and hereby
waives, any claim against any Indemnitee, on aagrhof liability, for special, indirect, conseqiahor punitive damages (as opposed to
direct or actual damages) arising out of, in cotinaavith, or as a result of, this Agreement, atltyeo Loan Document or any agreement or
instrument contemplated hereby, the transactionteamplated hereby or thereby, any Loan or LetteZrefdit or the use of the proceeds
thereof. No Indemnitee referred to in subsectigrafibve shall be liable for any damages arisinmftioe use by unintended recipients of any
information or other materials distributed by itdhgh telecommunications, electronic or other infation transmission systems in connection
with this Agreement or the other Loan Documentthertransactions contemplated hereby or therelgssrihe same are determined by a court
of competent jurisdiction by final and nonappli@hldgment to have resulted from the gross negtigemn willful misconduct of such
Indemnitee.
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(e) Payments All amounts due under this Section shall be pleyabt later than ten Business Days after demasictor.

(f) Survival. The agreements in this Section shall survivaés@gnation of the Administrative Agent, the reglaent of any Lender, the
termination of the Aggregate Commitments and tipayenent, satisfaction or discharge of all the otbligations.

10.05 Payments Set Asidd.o the extent that any payment by or on behalhefBorrower is made to the Administrative Ageng LHC
Issuer or any Lender, or the Administrative Ageimé, L/C Issuer or any Lender exercises its righgeibff, and such payment or the procee(
such setoff or any part thereof is subsequentlglidated, declared to be fraudulent or preferensietl aside or required (including pursuant to
any settlement entered into by the AdministratigeAt, the L/C Issuer or such Lender in its disorgtio be repaid to a trustee, receiver or any
other party, in connection with any proceeding uradey Debtor Relief Law or otherwise, then (a)ite extent of such recovery, the obligation
or part thereof originally intended to be satisfétll be revived and continued in full force afféet as if such payment had not been made or
such setoff had not occurred, and (b) each Lenatize L/C Issuer severally agrees to pay to theniAstrative Agent upon demand its
applicable share (without duplication) of any amtosmrecovered from or repaid by the Administrathgent, plus interest thereon from the
date of such demand to the date such payment ie ataalrate per annum equal to the Federal Funigsfiean time to time in effect. The
obligations of the Lenders and the L/C Issuer umtharse (b) of the preceding sentence shall suthiggayment in full of the Obligations and
the termination of this Agreement.

10.06 Successors and Assigns.

(a) Successors and Assigns Generallie provisions of this Agreement shall be bindipgn and inure to the benefit of the parties
hereto and their respective successors and agsgmstted hereby, except that neither the Borrawagrany other Loan Party may assign or
otherwise transfer any of its rights or obligatidreseunder without the prior written consent of Atkninistrative Agent and each Lender and
no Lender may assign or otherwise transfer anysafghts or obligations hereunder except (i) tatgible Assignee in accordance with the
provisions of subsection (b) of this Section, lfiy) way of participation in accordance with the psmns of subsection (d) of this Section or
(iii) by way of pledge or assignment of a secunitierest subject to the restrictions of subsectfpof this Section (and any other attempted
assignment or transfer by any party hereto shatiudeand void). Nothing in this Agreement, expeg®r implied, shall be construed to confer
upon any Person (other than the parties heretw,rtfspective successors and assigns permittethhdParticipants to the extent provided in
subsection (d) of this Section and, to the ext&ptessly contemplated hereby, the Related Partieaah of the Administrative Agent, the L/C
Issuer and the Lenders) any legal or equitabld,riginedy or claim under or by reason of this Agrest.

(b) Assignments by Lender\ny Lender may at any time assign to one or nidigible Assignees all or a portion of its rightsda
obligations under this Agreement (including alloportion of its Commitment and the Loans (inclgdior purposes of this subsection (b),
participations in L/C Obligations) at the time owito it); providedhat
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(i) except in the case of an assignment of theentimaining amount of the assigning Lender’'s Commint and the Loans at the
time owing to it or in the case of an assignmera teender or an Affiliate of a Lender or an Apprdweund with respect to a Lender, the
aggregate amount of the Commitment (which for phigpose includes Loans outstanding thereundef)) thie Commitment is not then in
effect, the principal outstanding balance of thah®of the assigning Lender subject to each suggrasent, determined as of the date
the Assignment and Assumption with respect to sissdignment is delivered to the Administrative Agemtf “Trade Date” is specified
in the Assignment and Assumption, as of the TradteDshall not be less than $5,000,000 unlessafable Administrative Agent and,
long as no Event of Default has occurred and igiooimg, the Borrower otherwise consents (each saeisent not to be unreasonably
withheld or delayed); providedhowever, that concurrent assignments to members of argAssi Group and concurrent assignments
from members of an Assignee Group to a single BlgAssignee (or to an Eligible Assignee and membéits Assignee Group) will be
treated as a single assignment for purposes ofrdiei@g whether such minimum amount has been met;

(ii) each partial assignment shall be made as sigm®sent of a proportionate part of all the assigrienders rights and obligatior
under this Agreement with respect to the LoanfierGommitment assigned,;

(i) any assignment of a Commitment must be appdoly the Administrative Agent and the L/C Issueleas the Person that is the
proposed assignee is itself a Lender (whether tthreoproposed assignee would otherwise qualifgreBligible Assignee); and

(iv) the parties to each assignment shall exeautiedaliver to the Administrative Agent an Assignihand Assumption, together
with a processing and recordation fee (which ghatl] except in the case of any transfer effectedyant to Section 10.13e paid by th
Borrower) in the amount, if any, required as sethfin Schedule 10.06and the Eligible Assignee, if it shall not beender, shall deliver
to the Administrative Agent an Administrative Queshaire.

Subject to acceptance and recording thereof btmeinistrative Agent pursuant to subsection (c)hig Section, from and after the effective
date specified in each Assignment and AssumptienHligible Assignee thereunder shall be a parthiAgreement and, to the extent of the
interest assigned by such Assignment and Assumjigore the rights and obligations of a Lender urtldisrAgreement, and the assigning
Lender thereunder shall, to the extent of the @geassigned by such Assignment and Assumptiorgleased from its obligations under this
Agreement (and, in the case of an Assignment arsdirAption covering all of the assigning Lender’'sitggand obligations under this
Agreement, such Lender shall cease to be a pamyd)éut shall continue to be entitled to the lfignef Sections 3.013.04, 3.05, and 10.04
with respect to facts and circumstances occurritay po the effective date of such assignment. Ugmjuest, the Borrower (at its expense) ¢
execute and deliver a Note to
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the assignee Lender. Any assignment or transfer lbgnder of rights or obligations under this Agreatthat does not comply with this
subsection shall be treated for purposes of thizé&ment as a sale by such Lender of a participatisnch rights and obligations in accorde
with subsection (d) of this Section.

(c) Regqister The Administrative Agent, acting solely for tipigrpose as an agent of the Borrower, shall mairstihe Administrative
Agent’s Office a copy of each Assignment and Asstimnpdelivered to it and a register for the recdiafaof the names and addresses of the
Lenders, and the Commitments of, and principal ant®af the Loans and L/C Obligations owing to, eaehder pursuant to the terms hereof
from time to time (the “ Reqisté}. The entries in the Register shall be conclusarel the Borrower, the Administrative Agent anel tlenders
may treat each Person whose name is recorded Rebister pursuant to the terms hereof as a Lemateunder for all purposes of this
Agreement, notwithstanding notice to the contrditye Register shall be available for inspection &gheof the Borrower and the L/C Issuer at
any reasonable time and from time to time uponmealsle prior notice. In addition, at any time taatquest for a consent for a material or
substantive change to the Loan Documents is pendmgLender may request and receive from the Athtnative Agent a copy of the
Register.

(d) Participations Any Lender may at any time, without the consdnbonotice to, the Borrower or the Administratikgent, sell
participations to any Person (other than a napgedon, the Borrower or any of the Borrower’s Adfies or Subsidiaries or a Person known by
such Lender to be a competitor of the Borrowerglfea “ Participant) in all or a portion of such Lender’s rights aadbbligations under this
Agreement (including all or a portion of its Commént and/or the Loans (including such Lender’sigigdtions in L/C Obligations) owing to
it); providedthat (i) such Lender’s obligations under this Agneat shall remain unchanged, (ii) such Lender skallain solely responsible to
the other parties hereto for the performance of smdigations and (iii) the Borrower, the Adminiive Agent, the Lenders and the L/C Issuer
shall continue to deal solely and directly with Islender in connection with such Lender’s rightd abligations under this Agreement.

Any agreement or instrument pursuant to which adeesells such a participation shall provide thahsLender shall retain the sole right
to enforce this Agreement and to approve any amentrmodification or waiver of any provision ofshAgreement; provided that such
agreement or instrument may provide that such Liewdenot, without the consent of the Participaagree to any amendment, waiver or other
modification described in the first proviso to Sewt10.01that affects such Participant. Subject to subsedsd of this Section, the Borrower
agrees that each Participant shall be entitletl@denefits of Sections 3.0B.04and 3.05 to the same extent as if it were a Leaddrhad
acquired its interest by assignment pursuant teesttion (b) of this Section. To the extent perrdittg law, each Participant also shall be
entitled to the benefits of Section 1088though it were a Lender, providae:ch Participant agrees to be subject to Sectitidiga though it
were a Lender.

(e) Limitations upon Participant Right&\ Participant shall not be entitled to receivg greater payment under Section 3001.04 than
the applicable Lender would have been entitlegt@ive with respect to the participation sold tohsRarticipant, unless the sale of the
participation to such Participant is made with Bugrower’s prior written consent. A
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Participant that would be a Foreign Lender if itgva Lender shall not be entitled to the benefitSextion 3.0lunless the Borrower is notified
of the participation sold to such Participant andhsParticipant agrees, for the benefit of the Bear, to comply with Section 3.01(a$
though it were a Lender.

(f) Certain PledgesAny Lender may at any time pledge or assign arigdnterest in all or any portion of its rightsder this Agreeme
(including under its Note, if any) to secure obtigas of such Lender, including any pledge or assignt to secure obligations to a Federal
Reserve Bank; providetiat no such pledge or assignment shall releadelserider from any of its obligations hereunderubsstitute any such
pledgee or assignee for such Lender as a partyohere

(9) Electronic Execution of Assignment$he words “execution,” “signed,” “signature,” anabrds of like import in any Assignment and
Assumption shall be deemed to include electromjnatures or the keeping of records in electronimfeeach of which shall be of the same
legal effect, validity or enforceability as a malyaxecuted signature or the use of a paper-bessatdkeeping system, as the case may be, to
the extent and as provided for in any applicable lacluding the Federal Electronic Signatures lolfal and National Commerce Act, the N
York State Electronic Signatures and Records Acany other similar state laws based on the Unif&tattronic Transactions Act.

(h) [Omitted.]

(i) Resignation as L/C Issuer after AssignmeNbtwithstanding anything to the contrary contdiferein, if at any time Bank of Ameri
assigns all of its Commitment and Loans pursuasttmsection (b) above, Bank of America may, upod&@’ notice to the Borrower and the
Lenders, resign as L/C Issuer. In the event ofsurth resignation as L/C Issuer, the Borrower dfmkntitled to appoint from among the
Lenders a successor L/C Issuer hereunder; proyiledever, that no failure by the Borrower to appoint angtssuccessor shall affect the
resignation of Bank of America as L/C Issuer. IhRaf America resigns as L/C Issuer, it shall netali the rights, powers, privileges and
duties of the L/C Issuer hereunder with respedtlithetters of Credit outstanding as of the effeetilate of its resignation as L/C Issuer and all
L/C Obligations with respect thereto (including tight to require the Lenders to make Base Ratext@a fund risk participations in
Unreimbursed Amounts pursuant to Section 2.08(dpon the appointment of a successor L/C Isgagisuch successor shall succeed to and
become vested with all of the rights, powers, fees and duties of the retiring L/C Issuer andlfb)successor L/C Issuer shall issue letters of
credit in substitution for the Letters of Creditany, outstanding at the time of such successianake other arrangements satisfactory to Bank
of America to effectively assume the obligation®Bahk of America with respect to such Letters oédir.

10.07 Treatment of Certain Information; Confidentiality. Each of the Administrative Agent, the Lenders arallt/C Issuer agrees to
maintain the confidentiality of the Information (@sfined below), except that Information may besldised (a) to its Affiliates and to its and its
Affiliates’ respective partners, directors, offiseemployees, agents, advisors and representétivesng understood that the Persons to whom
such disclosure is made will be informed of thefmntial nature of such Information and be obleghto keep such
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Information confidential), (b) to the extent requeesby any regulatory authority purporting to hawésdiction over it (including any self-
regulatory authority, such as the National Assdmmbdf Insurance Commissioners), (c) to the extequired by applicable laws or regulations
or by any subpoena or similar legal process, (@ntpother party hereto, (e) in connection withéRercise of any remedies hereunder or undetr
any other Loan Document or any action or proceeditaging to this Agreement or any other Loan Doeuntror the enforcement of rights
hereunder or thereunder, (f) subject to an agreeomeraining provisions substantially the samehase of this Section, to (i) any assignee of
or Participant in, or any prospective assigneer #farticipant in, any of its rights or obligatiomsder this Agreement or (ii) any actual or
prospective counterparty (or its advisors) to amngsor derivative transaction relating to the Bareo and its obligations, (g) with the consent
of the Borrower or (h) to the extent such Inforroat{x) becomes publicly available other than assallt of a breach of this Section or any o
confidentiality obligation of the Administrative A&gt, the L/C Issuer or any Lender disclosing thaesar (y) becomes available to the
Administrative Agent, any Lender, the L/C Issueray of their respective Affiliates on a nonconfital basis from a source other than the
Borrower unless such party actually knows that dnédrmation was disclosed or received by it inlatmn of a confidentiality obligation owe
to the Borrower or its Subsidiaries.

For purposes of this Section, “ Informatibmeans all information received from the Borrowerany Subsidiary relating to the Borrower
or any Subsidiary or any of their respective busses, other than any such information that is abkilto the Administrative Agent, any Len
or the L/C Issuer on a nonconfidential basis piéadisclosure by the Borrower or any Subsidiargvitedthat, in the case of information
received from the Borrower or any Subsidiary affter date hereof, such information is clearly idigedi at the time of delivery as confidential
or is actually known by the employee of the Persmeiving the same to be confidential informatidny Person required to maintain the
confidentiality of Information as provided in tHsgction shall be considered to have complied Mstlbligation to do so if such Person has
exercised the same degree of care to maintainathiégdentiality of such Information as such Persayuld accord to its own confidential
information.

Each of the Administrative Agent, the Lenders dmllt/C Issuer acknowledges that (a) the Informatiay include material non-public
information concerning the Borrower or a Subsidi@ythe case may be, (b) it has developed conegliprocedures regarding the use of
material non-public information and (c) it will hdle such material non-public information in acceorcawith applicable Law, including
Federal and state securities Laws.

10.08 Right of Setofflf an Event of Default shall have occurred and twetinuing, each Lender, the L/C Issuer and eac¢heif
respective Affiliates is hereby authorized at @ametand from time to time, to the fullest extentrpited by applicable law, to set off and apply
any and all deposits (general or special, timeeonahd, provisional or final, in whatever currenayany time held and other obligations (in
whatever currency) at any time owing by such Lenther L/C Issuer or any such Affiliate to or foetbredit or the account of the Borrower or
any other Loan Party against any and all of thégakibns of the Borrower or such Loan Party novhereafter existing under this Agreemer
any other Loan Document to such Lender or the k&Dér, irrespective of whether or not such LendéneL/C Issuer shall have made any
demand under this Agreement or any other Loan Dectwiand although such
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obligations of the Borrower or such Loan Party rbaycontingent or unmatured or are owed to a branclffice of such Lender or the L/C
Issuer different from the branch or office holdswch deposit or obligated on such indebtednessrights of each Lender, the L/C Issuer and
their respective Affiliates under this Section sraddition to other rights and remedies (includitiger rights of setoff) that such Lender, the
L/C Issuer or their respective Affiliates may haZach Lender and the L/C Issuer agrees to notéyBibrrower and the Administrative Agent
promptly after any such setoff and applicationviledthat the failure to give such notice shall not efffdne validity of such setoff and
application.

10.09 Interest Rate Limitation.Notwithstanding anything to the contrary containedny Loan Document, the interest paid or agreed t
be paid under the Loan Documents shall not exdemdnaximum rate of non-usurious interest permittedpplicable Law (the “ Maximum
Rate”). If the Administrative Agent or any Lender shedceive interest in an amount that exceeds tharvax Rate, the excess interest shall
be applied to the principal of the Loans or, #xceeds such unpaid principal, refunded to thed®aer. In determining whether the interest
contracted for, charged, or received by the Adniafve Agent or a Lender exceeds the Maximum Rateh Person may, to the extent
permitted by applicable Law, (a) characterize aaynpent that is not principal as an expense, fepremium rather than interest, (b) exclude
voluntary prepayments and the effects thereof,(epedmortize, prorate, allocate, and spread in leguanequal parts the total amount of
interest throughout the contemplated term of thégations hereunder.

10.10 Counterparts; Integration; EffectivenessThis Agreement may be executed in counterparts lfgrdifferent parties hereto in
different counterparts), each of which shall cangtian original, but all of which when taken tdgatshall constitute a single contract. This
Agreement and the other Loan Documents constibgehtire contract among the parties relating ¢ostibject matter hereof and supersede
and all previous agreements and understandingspiovaitten, relating to the subject matter herdefcept as provided in Section 4.0this
Agreement shall become effective when it shall Haeen executed by the Administrative Agent and wherAdministrative Agent shall have
received counterparts hereof that, when taken begebear the signatures of each of the othergsalntéreto. Delivery of an executed
counterpart of a signature page of this Agreemgnelecopy shall be effective as delivery of a madlyuexecuted counterpart of this
Agreement.

10.11 Survival of Representations and WarrantiesAll representations and warranties made hereunutiraany other Loan Docume
or other document delivered pursuant hereto oetbesr in connection herewith or therewith shailvare the execution and delivery hereof
thereof. Such representations and warranties hese or will be relied upon by the Administrativeekg and each Lender, regardless of any
investigation made by the Administrative Agent oy &ender or on their behalf and notwithstandiragf the Administrative Agent or any
Lender may have had notice or knowledge of any ieéd the time of any Credit Extension, and shatitinue in full force and effect as long
as any Loan or any other Obligation hereunder shaihin unpaid or unsatisfied or any Letter of @rslall remain outstanding.

10.12 SeverabilityIf any provision of this Agreement or the other hdaocuments is held to be illegal, invalid or ureoéable, (a) the
legality, validity and enforceability of the
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remaining provisions of this Agreement and the ottgan Documents shall not be affected or impaihesteby and (b) the parties shall
endeavor in good faith negotiations to replaceiltegal, invalid or unenforceable provisions withlid provisions the economic effect of which
comes as close as possible to that of the illégedlid or unenforceable provisions. The invaliditya provision in a particular jurisdiction sh
not invalidate or render unenforceable such prowigh any other jurisdiction.

10.13 Replacement of Lenderdf any Lender requests compensation under Secteh, dr if the Borrower is required to pay any
additional amount to any Lender or any Governmehtahority for the account of any Lender pursuangection 3.01if any Lender is a
Defaulting Lender or if any other circumstance txisereunder that gives the Borrower the righefdace a Lender as a party hereto, then the
Borrower may, at its sole expense and effort, upatice to such Lender and the Administrative Ageequire such Lender to assign and
delegate, without recourse (in accordance withsarject to the restrictions contained in, and cotsseequired by, Section 10.06all of its
interests, rights and obligations under this Agreenand the related Loan Documents to an Eligildsidnee that shall assume such obliga:
(which assignee may be another Lender, if a Leadeepts such assignment), provideat:

(a) the Borrower shall have paid to the Administeaidgent the assignment fee specified in Secti@@a(b);

(b) such Lender shall have received payment ofraouat equal to the outstanding principal of its h®and L/C Advances, accrued
interest thereon, accrued fees and all other arsqayable to it hereunder and under the other Dmsouments (including any amounts under
Section 3.05 from the assignee (to the extent of such outétgnprincipal and accrued interest and fees) oBbeower (in the case of all
other amounts);

(c) in the case of any such assignment resultioig f& claim for compensation under Section ®i0gayments required to be made
pursuant to Section 3.Q5kuch assignment will result in a reduction inlsaompensation or payments thereafter; and

(d) such assignment does not conflict with appliedlaws.

A Lender shall not be required to make any suclyasgent or delegation if, prior thereto, as a reefih waiver by such Lender or
otherwise, the circumstances entitling the Borroteerequire such assignment and delegation ceameply.

10.14 Governing Law; Jurisdiction; Etc.

(a) GOVERNING LAW. THIS AGREEMENT SHALL BE GOVERNED BY, AND CONSTRUEIN ACCORDANCE WITH, THE
LAW OF THE STATE OF NEW YORK.

(b) SUBMISSION TO JURISDICTION THE BORROWER AND EACH OTHER LOAN PARTY IRREVOCABL.AND
UNCONDITIONALLY SUBMITS, FOR ITSELF AND ITS PROPERY, TO THE NONEXCLUSIVE JURISDICTION OF THE COURTS
OF THE STATE OF NEW YORK SITTING IN NEW YORK COUNTYTHE COURTS OF THE COMMONWEALTH OF
PENNSYLVANIA SITTING IN PHILADELPHIA OR
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MONTGOMERY COUNTY, THE UNITED STATES DISTRICT COURDF THE SOUTHERN DISTRICT OF NEW YORK AND OF THE
UNITED STATES DISTRICT COURT OF THE EASTERN DISTRTGF PENNSYLVANIA AND ANY APPELLATE COURT FROM
ANY THEREOF, IN ANY ACTION OR PROCEEDING ARISING OUOF OR RELATING TO THIS AGREEMENT OR ANY OTHER
LOAN DOCUMENT, OR FOR RECOGNITION OR ENFORCEMENT @NY JUDGMENT, AND EACH OF THE PARTIES HERETO
IRREVOCABLY AND UNCONDITIONALLY AGREES THAT ALL CLAIMS IN RESPECT OF ANY SUCH ACTION OR PROCEEDING
MAY BE HEARD AND DETERMINED IN SUCH NEW YORK OR PENSYLVANIA STATE COURT OR, TO THE FULLEST EXTENT
PERMITTED BY APPLICABLE LAW, IN SUCH FEDERAL COURTEACH OF THE PARTIES HERETO AGREES THAT A FINAL
JUDGMENT IN ANY SUCH ACTION OR PROCEEDING SHALL BEONCLUSIVE AND MAY BE ENFORCED IN OTHER
JURISDICTIONS BY SUIT ON THE JUDGMENT OR IN ANY OTER MANNER PROVIDED BY LAW. NOTHING IN THIS
AGREEMENT OR IN ANY OTHER LOAN DOCUMENT SHALL AFFET ANY RIGHT THAT THE ADMINISTRATIVE AGENT, ANY
LENDER OR THE L/C ISSUER MAY OTHERWISE HAVE TO BRIBIANY ACTION OR PROCEEDING RELATING TO THIS
AGREEMENT OR ANY OTHER LOAN DOCUMENT AGAINST THE BRROWER OR ANY OTHER LOAN PARTY OR ITS
PROPERTIES IN THE COURTS OF ANY JURISDICTION.

(c) WAIVER OF VENUE. THE BORROWER AND EACH OTHER LOAN PARTY IRREVOCABLAND
UNCONDITIONALLY WAIVES, TO THE FULLEST EXTENT PERMTTED BY APPLICABLE LAW, ANY OBJECTION THAT IT MAY
NOW OR HEREAFTER HAVE TO THE LAYING OF VENUE OF ANACTION OR PROCEEDING ARISING OUT OF OR RELATIN
TO THIS AGREEMENT OR ANY OTHER LOAN DOCUMENT IN ANYCOURT REFERRED TO IN PARAGRAPH (B) OF THIS
SECTION. EACH OF THE PARTIES HERETO HEREBY IRREVOBAY WAIVES, TO THE FULLEST EXTENT PERMITTED BY
APPLICABLE LAW, THE DEFENSE OF AN INCONVENIENT FORM TO THE MAINTENANCE OF SUCH ACTION OR
PROCEEDING IN ANY SUCH COURT.

(d) SERVICE OF PROCESSEACH PARTY HERETO IRREVOCABLY CONSENTS TO SERVIGB PROCESS IN THE
MANNER PROVIDED FOR NOTICES IN SECTION 10.0NOTHING IN THIS AGREEMENT WILL AFFECT THE RIGHT © ANY
PARTY HERETO TO SERVE PROCESS IN ANY OTHER MANNEERRMITTED BY APPLICABLE LAW.

10.15 Waiver of Jury Trial. EACH PARTY HERETO HEREBY IRREVOCABLY WAIVES, TO THEULLEST EXTENT
PERMITTED BY APPLICABLE LAW, ANY RIGHT IT MAY HAVE TO A TRIAL BY JURY IN ANY LEGAL PROCEEDING DIRECTLY
OR INDIRECTLY ARISING OUT OF OR RELATING TO THIS AREEMENT OR ANY OTHER LOAN DOCUMENT OR THE
TRANSACTIONS CONTEMPLATED HEREBY OR THEREBY (WHETHEBASED ON CONTRACT, TORT OR ANY OTHER
THEORY). EACH PARTY HERETO (A) CERTIFIES THAT NO RFEIRESENTATIVE, AGENT OR ATTORNEY OF ANY OTHER
PERSON HAS REPRESENTED, EXPRESSLY OR OTHERWISE, TH-BUCH OTHER PERSON WOULD NOT, IN THE EVENT OF
LITIGATION, SEEK TO ENFORCE THE FOREGOING WAIVER AN
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(B) ACKNOWLEDGES THAT IT AND THE OTHER PARTIES HERED HAVE BEEN INDUCED TO ENTER INTO THIS AGREEMENT
AND THE OTHER LOAN DOCUMENTS BY, AMONG OTHER THINGSTHE MUTUAL WAIVERS AND CERTIFICATIONS IN THIS
SECTION.

10.16 USA PATRIOT Act Notice.Each Lender that is subject to the Act (as her&nalefined) and the Administrative Agent (for Ifse
and not on behalf of any Lender) hereby notifiesBlorrower that pursuant to the requirements oftB& Patriot Act (Title Ill of Pub. L. 107-
56 (signed into law October 26, 2001)) (the “ Axtit is required to obtain, verify and record énfation that identifies the Borrower, which
information includes the name and address of theddeer and other information that will allow sucknder or the Administrative Agent, as
applicable, to identify the Borrower in accordamgth the Act.
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IN WITNESS WHEREORhe parties hereto have caused this Agreemdrd ttuly executed as of the date first above written
INTERDIGITAL COMMUNICATIONS CORPORATION

By: /s/ William J. Merritt

Name: William J. Merritt
Title: President & Chief Executive Offic



BANK OF AMERICA, N.A., as Administrative Ager

By: /s/ John B. Desmon

Name:John B. Desmon
Title: Managing Directo



BANK OF AMERICA, N.A., as a Lender and L/C Issi

By: /s/ John B. Desmon
Name: John B. Desmon
Title: Managing Directo




CITIZENS BANK OF PENNSYLVANIA, as alLende

By: /s/ Daniel J. Astol
Name: Daniel J. Astoll
Title: Senior Vice Presidel




Subsidiaries of InterDigital Communications Corpordion

Company

EXHIBIT 21

Jurisdiction/State of Incorporation

InterDigital Asia KK

InterDigital Canada Lte

InterDigital Communications (Europe) L1
InterDigital Facility Compan
InterDigital Finance Corporatic
InterDigital Germany Gmbt

InterDigital Advanced Technologies, Ir
InterDigital Technology Corporatic
InterDigital Telecom, Inc

IPR Licensing, Inc

Tantivy Communications, In

Japar
Delaware
United Kingdom
Delaware
Delaware
Germany
Delaware
Delaware
New York
Delaware
Delaware



EXHIBIT 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by referémt¢ee Registration Statements on Form S-8 (N83-35781, 333-66626, 333-85560, 333-
63276 and 333-56412) and Form S-3 (No. 333-8568RjterDigital Communications Corporation of oupoet dated March 14, 2006 relating
to the financial statements and financial statemsehedule, management’s assessment of the effeeigef internal control over financial
reporting and the effectiveness of internal condradr financial reporting, which appears in thisrrd 0-K.

/sl PricewaterhouseCoopers LLP
Philadelphia, PA
March 14, 2006



EXHIBIT 31.1

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

[, William J. Merritt, President and Chief Execui®@fficer, InterDigital Communications Corporatiartify that:
1. | have reviewed this Annual Report on Forn-K of InterDigital Communications Corporatio

2. Based on my knowledge, this report does not coraynuntrue statement of a material fact or omététe a material fact necess
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 statements$ aéimer 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 15-15(f)) for the registrant and hay

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 consolidhtibsidiaries, is made
known to us by others within those entities, paftidy during the period in which this report isifige prepared

b) Designed such internal control over financial reéjpgr or caused such internal control over finah@gorting to be designe
under our supervision, to provide reasonable assargegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atanoce with generally accepted accounting princijj

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

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

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

a) All significant deficiencies and material weaknessethe design or operation of internal contratiofimancial reporting
which are reasonably likely to adversely affectrbgistrant’s ability to record, process, summaard 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: March 14, 2006 /s/ William J. Merritt
William J. Merritt
President and Chief Executive Offi




EXHIBIT 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
OF
INTERDIGITAL COMMUNICATIONS CORPORATION

I, Richard J. Fagan, Chief Financial Officer, Imgjital Communications Corporation, certify that:
1. | have reviewed this Annual Report on Forn-K of InterDigital Communications Corporatio

2. Based on my knowledge, this report does not coraynuntrue statement of a material fact or omététe a material fact necess
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 statements$ aéimer 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 15-15(f)) for the registrant and hay

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 consolidhtibsidiaries, is made
known to us by others within those entities, paftidy during the period in which this report isifige prepared

b) Designed such internal control over financial reéjpgr or caused such internal control over finah@gorting to be designe
under our supervision, to provide reasonable assargegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atanoce with generally accepted accounting princijj

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

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

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

a) All significant deficiencies and material weaknessethe design or operation of internal contratiofimancial reporting
which are reasonably likely to adversely affectrbgistrant’s ability to record, process, summaard 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: March 14, 2006 /s/ R.J. Faga
Richard J. Faga
Chief Financial Office




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 Annual Reparform 10-K of InterDigital Communications Corpaooat (the “Company”) for the year
ended December 31, 2005, as filed with the Seesréand Exchange Commission on the date hereofRégort”), I, William J. Merritt,
President and Chief Executive Officer of the Compdrereby certify, pursuant to 18 U.S.C. SectiobQ, &s 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 Exg®Act of 1934, as amended; and

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

Date: March 14, 2006 /s/ William J. Merritt
William J. Merritt
President and Chief Executive Offi




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 Annual Reparform 10-K of InterDigital Communications Corpooat (the “Company”) for the year
ended December 31, 2005, as filed with the Seearéhd Exchange Commission on the date hereofRegort”), |, Richard J. Fagan, Chief
Financial Officer of the Company, hereby certifyrguant to 18 U.S.C. Section 1350, as adopted ant$a Section 906 of the Sarbar@sley

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 faphesents, in all material respects, the finan@aldition and results of operations of the
Company.

Date: March 14, 2006 /s/ R.J. Fagan
Richard J. Faga
Chief Financial Office




