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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-Q

XI QUARTERLY REPORT UNDER SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the quarterly period ended March 31, 2007
OR
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from to

Commission File Number 1-11152

INTERDIGITAL COMMUNICATIONS CORPORATION

(Exact Name of Registrant as Specified in Its Chaetr)

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

781 Third Avenue, King of Prussia, PA 19406-1409
(Address of Principal Executive Offices and Zip Cod)

(610) 878-7800

(Registrant’s Telephone Number, Including Area Cod

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

Indicate by check mark whether the registrantlearge accelerated filer’X] , an accelerated fileid , or a non-accelerated filed
(as defined by Rule 12b-2 of the Exchange Act).

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

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

Common Stock, par value $.01 per share 46,907,463
Title of Class Outstanding at May 4, 20(
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INTERDIGITAL COMMUNICATIONS CORPORATION AND SUBSIDI  ARIES

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

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

2G

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

2.5G

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

3G

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

3GPP

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

ANSI

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

ASIC

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

Bandwidth

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

Base Station

The central radio transmitter/receiver, or grougeftral radio transmitters/receivers, that mang@iommunications with subscriber
equipment sets within a given range (typicallyel site).

CDMA

“Code Division Multiple Access.A method of digital spread spectrum technology lese transmission that allows a large number ofsusx
share access to a single radio channel by assigmigge code sequences to each user.
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cdmaOne
A wireless cellular system application based om2@owband CDMA technologies (e.g., TIA/EIA-95).

cdma2000®

A Standard which evolved from narrowband CDMA temlbgies (i.e., TIA/EIA-95 and cdmaOne). The CDMAnidy includes, without
limitation, CDMA2000 1x, CDMA 1xEV-DO, CDMA2000 1XEDV and CDMA2000 3x. Although CDMA2000 1x is inaed under the

IMT-2000 famiLI}/ of 3G Stancijards, its functjon Lil%/simi ar to 2.5G technologies. CDMA208@and cdma2008 are registered trademarks
the Telecommunications Industry Assomaﬂon? ASA).

Chip

An electronic circuit that consists of many indivéd circuit elements integrated onto a single sakbest

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

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

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

Digital Cellular
A cellular communications system that uses overaihéigital transmission.

Duplex

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

EDGE

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

FABLESS
“Fabless” means fabrication carried out by anoffegty under a contract.

FDMA

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

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

GPRS

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

GSM

“Global System for Mobile Communications.” A diditzellular Standard, based on TDMA technology, #jpzsily developed to provide
system compatibility across country boundaries.
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Hertz
The unit of measuring radio frequency (one cyclesgeond).

HSDPA

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

IEEE

“Institute of Electrical and Electronic Engineeré.’membership organization of engineers that amtmactivities produces data
communications standards.

IEEE 802

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

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

Internet
A network comprised of numerous interconnected censial, academic and governmental networks in @@ércountries.

IPR
“Intellectual Property Right.”

ISO

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

ITU

“International Telecommunication Union.” An intetitmal organization established by the United Natiavith membership from virtually
every government in the world. Publishes recommgmas for engineers, designers, OEMs, and servigeigiers 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 outhwlly-owned Delaware subsidiaries.

Kbps
“Kilobits per Second.” A measure of information4gang capacity (i.e., the data transfer rate) ofrauit, in thousands of bits.

LAN

“Local Area Network.” A private data communicatiomstwork linking a variety of data devices locaitethe same geographical area and
which share files, programs and various devices.
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Mbps
“Megabits per Second.” A measure of informatiorasrging capacity of a circuit; millions of bits peecond.

Modem

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

Multiple Access

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

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

iv
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Protocol
A formal set of conventions governing the formad @ontrol of interaction among communicating fuadl units.

RF
“Radio Frequency.” The range of electromagnetiqdiencies above the audio range and below visiple. li

SOC

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

Standards

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

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

TDMA

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

Terminal/Terminal Unit

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

TIA/EIA-54

The original TDMA digital cellular Standard in thénited States. Implemented in 1992 and then upgréaéhe TIA/EIA-136 digital Standau
in 1996.

TIA/EIA-95
A 2G CDMA Standard.

TIAJEIA-136
A United States Standard for digital TDMA technagtog

TIA (USA)
The Telecommunications Industry Association.

WAN

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

WCDMA

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

Wideband
A communications channel with a user data ratedrigfiian a voice-grade channel; usually 64Kbps tbj2i

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

Wireless LAN (WLAN)

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

Vi
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INTERDIGITAL COMMUNICATIONS CORPORATION AND SUBSIDI
PART | — FINANCIAL INFORMATION

ltem 1. CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
INTERDIGITAL COMMUNICATIONS CORPORATION AND SUBSIDI
CONDENSED CONSOLIDATED BALANCE SHEETS
(in thousands, except per share data)
(unaudited)
ASSETS
CURRENT ASSETS

Cash and cash equivalel

Shor-term investment

Accounts receivabl

Deferred tax asse

Prepaid and other current ass
Total current asse

PROPERTY AND EQUIPMENT, NE
PATENTS, NET

DEFERRED TAX ASSET¢

OTHER NOMCURRENT ASSETS

TOTAL ASSETS

LIABILITIES AND SHAREHOLDERS ' EQUITY
CURRENT LIABILITIES:

Current portion of lon-term debt

Accounts payabl

Accrued compensation and related expe

Deferred revenu

Taxes payabl

Other accrued expens

Total current liabilities

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

COMMITMENTS AND CONTINGENCIES
SHAREHOLDER¢ EQUITY:
Preferred Stock, $.10 par value, 14,399 share®an#u O shares issued and outstan
Common Stock, $.01 par value, 100,000 shares anéithr64,726 and 64,393 shares issued anc
47,203 and 51,347 shares outstanc
Additional paic-in capital
Retained Earning
Accumulated other comprehensive |

Treasury stock, 17,523 and 13,046 shares of conimalshat cos
Total shareholde’ equity
TOTAL LIABILITIES AND SHAREHOLDERSE' EQUITY

The accompanying notes are an integral part oktetements.

1

ARIES
ARIES

MARCH 31, DECEMBER 31,

2007 2006
$118,72( $ 166,38
94,00¢ 97,58
110,99 131,85:
45,43¢ 43,52(
13,04 14,46
382,29 453 80:
21,53 16,68:
73,48 70,49¢
11,02: 6,41¢
20,14 16,67¢
126,19 110,27
$50849. $ 564,07
$ 332 % 36¢
25,11¢ 21,91
5,20z 9,72t
67,53¢ 70,70
5,64 11,44¢
5,581 7,06
109,41 121,22
1,14¢ 1,20¢
237,04 160,89
11,80¢ 5,27
359,42 288,60
647 644
451,54 445,93(
130,92¢ 115,38
(15) (46)
583,11 561,91
434,03 286,43
149,07 275 47t
$50849. $ 564,07




Table of Contents

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

REVENUES

OPERATING EXPENSES
Sales and marketir
General and administrati
Patents administration and licens
Developmen

Income from operatior
OTHER INCOME:
Interest and investment income,

Income before income tax
INCOME TAX PROVISION

NET INCOME APPLICABLE TO COMMON SHAREHOLDER:!
NET INCOME PER COMMON SHARE- BASIC

WEIGHTED AVERAGE NUMBER OF COMMONM
SHARES OUTSTANDING- BASIC

NET INCOME PER COMMON SHARI- DILUTED

WEIGHTED AVERAGE NUMBER OF COMMON
SHARES OUTSTANDING- DILUTED

The accompanying notes are an integral part oktetements.

2

ARIES

FOR THE THREE MONTHS
ENDED MARCH 31,

2007 2006
$ 67,81 $ 5160¢
2,09¢ 1,82¢
6,544 5,021
13,20¢ 9,98:
21,78« 16,01(
43,62¢ 32,83
24,18¢ 18,76¢
2,63: 1,50¢
26,82: 20,27
(9,155 (7,339)
$ 17,66¢ $ 12,93¢
$ 03 $ 024
49,78: 54,78t
$ 03/ $ 028
51,88( 56,88«
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INTERDIGITAL COMMUNICATIONS CORPORATION AND SUBSIDI  ARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)

(unaudited)
FOR THE THREE MONTHS
ENDED MARCH 31,
2007 2006
CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 17,66¢ $ 12,93¢
Adjustments to reconcile net income to net caskigea by operating activitie:
Depreciation and amortizatic 4,941 3,36¢
Deferred revenue recogniz (31,109 (29,909
Increase in deferred reven 104,08t 225,52¢
Deferred income taxe (6,529 (27,225
Shar-based compensatic 2,23¢ 1,30¢
Other 38 (26)
Decrease (increase) in ass
Receivable! 20,85¢ (93,870)
Deferred charge 1,192 (12,765
Other current asse 1,361 (1,21
(Decrease) increase in liabilitie
Accounts payabl (635) (247)
Accrued compensatic (4,626 (9,477)
Accrued taxes payab (5,809 15,64:
Other liabilities 1,90z 2,484
Net cash provided by operating activit 105,59:¢ 86,54¢
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of shterm investment (53,83) (88,659
Sales of sho-term investment 57,344 33,59:
Purchases of property and equipm (7,112 (3,249
Capitalized patent cos (5,16¢€) (4,529
Long-term investment (5,000 —
Net cash used by investing activit (13,765 (62,845
CASH FLOWS FROM FINANCING ACTIVITIES
Net proceeds from exercise of stock options andamés and employee stock purchase | 2,09¢ 9,38¢
Payments on lor-term debt, including capital lease obligati (92 (84)
Repurchase of Common stc (143,926 —
Tax benefit from sha-based compensatic 2,42¢ 3,217
Net cash (used) provided by financing activi (139,494 12,51«
NET (DECREASE) INCREASE IN CASH AND CASH EQUIVALENT (47,66%) 36,21°¢
CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOI 166,38! 27,87
CASH AND CASH EQUIVALENTS, END OF PERIOI $ 118,72 $ 64,09

The accompanying notes are an integral part okteegements.

3
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INTERDIGITAL COMMUNICATIONS CORPORATION AND SUBSIDI ARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
March 31, 2007
(UNAUDITED)

1. BASIS OF PRESENTATION:

In the opinion of management, the accompanying dited, condensed, consolidated financial statemzmitain all adjustments,
consisting only of normal recurring adjustmentsassary for a fair statement of the financial poasitf InterDigital Communications
Corporation (collectively with its subsidiarieseafed to as “InterDigital,” the “Company,” “we,” & and “our”) as of March 31, 2007, and
the results of our operations and cash flows fertktliee months ended March 31, 2007 and 2006. dd@ganying unaudited, condensed,
consolidated financial statements have been prdpar@ccordance with the instructions for Form 1@4t@, accordingly, do not include all of
the detailed schedules, information and notes sacgs$o present fairly the financial condition,uks of operations and cash flows in
conformity with generally accepted accounting piples. The year end condensed consolidated batdrest data was derived from audited
financial statements, but does not include allld®sares required by accounting principles genemdlgepted in the United States of America.
Therefore, these financial statements should ket ireeonjunction with the financial statements atkes thereto contained in the Company’s
latest Annual Report on Form 10-K for the fiscahilyended December 31, 2006 (2006 Form 10-K) ad Wilich the Securities and Exchange
Commission (SEC) on March 1, 2007. The resultspafrations for interim periods are not necessanitijdative of the results to be expected
for the entire year. We have one reportable segment

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

There have been no material changes in our exiattagunting policies from the disclosures includedur 2006 Form 10-K, except for
our adoption of FASB Interpretation 48&ccounting for Uncertainty in Income Tax&5IN 48”), on January 1, 2007. A discussion of our
adoption of FIN 48 is presented unddate 3. Income Taxedelow.

Our license agreements include provisions for ietelent periodic audits of license royalties for piamce with terms of the
agreement. As a result of such audits, we will ftomre-to-time recognize additional revenue assediatith a cumulative adjustment related
to underreporting of royalties by our licenseesr falicy remains that we will only recognize suelvenue after all elements of revenue
recognition are met. In first quarter 2007, we grgred $13.8 million of revenue related to auditfings.

New Accounting Pronouncements

In September 2006, FASB issued SFAS No. Faill, Value Measurementswhich is effective for fiscal years beginningeaft
November 15, 2007. The statement was issued toal&ir value, establish a framework for measufaigvalue, and expand disclosul
about fair value measurements. We are currentlysagyg the effect, if any, this statement will haweour financial statements or results of
operations.

In February 2007, FASB issued SFAS No. TH® Fair Value Option for Financial Assets and Fioal Liabilities which included an
amendment of FASB Statement No. 115 (SFAS. B39)S 159 allows entities the choice of measuniragy financial instruments and certain
other items at fair value. SFAS 159 is effectiveffecal years after November 15, 2007. We areetuily assessing the impact, if any, of
adopting SFAS 159 on our financial statements oresults of operations.

2. TECHNOLOGY SOLUTIONS AGREEMENTS :

We account for portions of our technology solutagmeements using the percentageafipletion method. During first quarter 2007
2006, we recognized related revenue of approxim&@lé million and $1.8 million, respectively, ugithe percentage-of-completion method.
Our accounts receivable at March 31, 2007 and Dbeefil, 2006 included unbilled amounts of $2.0iomlland $1.7 million, respectively.
We expect to bill and collect such amounts witleltze months of each respective balance sheet date.

3. INCOME TAXES:

In first quarter 2007, our effective tax rate wd&@based on the statutory federal tax rate neeohpnent differences including a
research and development credit associated witR@Qir development activity. During first quarteOBQour effective tax rate was
approximately 36.2%. This effective tax rate priityaiesulted from the statutory federal tax rate #&me amortization of foreign deferred tax
assets related to foreign source withholding tapopents made in prior years.

4
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During first quarter 2007, we paid $15.7 milliondaaccrued $16.0 million of foreign source withhalglitaxes. We established
corresponding deferred tax assets related to fortaig credits that we expect to utilize to offagufe U.S. federal income taxes.

Our future book tax expense may also be affectechbyges associated with any share-based tax alf®ttfat may occur under SFAS
No. 123(R). However, we cannot predict if, whentmwhat extent this will affect our future tax exyse. If, in the course of future t
planning, we identify tax saving opportunities teatail amending prior year returns in order tdyfalvail ourselves of credits that we
previously considered unavailable to us, we witlagnize the benefit of the credits in the perioavhich they are both identified and
quantified. At March 31, 2007 our taxes payableteen offset by approximately $10.0 million relatedax payments carried over from
2006.

We adopted FIN 48, on January 1, 2007. As a reftite implementation, we recognized a $2.1 millimcrease to reserves for
uncertain tax positions. This increase, relatef@éderal tax credits, was accounted for as a reslutti retained earnings on the balance sheet.
Including this cumulative effect adjustment, onulay 31, 2007, we had $6.2 million of net fedeaal benefits that, if recognized, would
reduce our effective income tax rate in the perambgnized. There has been no change to our Flisildiity from the date of adoption to
March 31, 2007. The Company and its subsidiariesabject to U.S. federal income tax, foreign ineand withholding taxes, and income
taxes from multiple state jurisdictions. The majonf our federal and state tax returns from 1980ugh 2006 are currently open and will
close until the respective statutes of limitatibase expired. The statutes of limitations generakgire three years following the filing of the
return or in some cases three years following thieation or expiration of net operating loss gdorwards. The statute of limitations
applicable to our open federal returns will exfiegween the current year and 2010.

Our policy is to recognize interest and/or penaltidated to income tax matters in income tax espewe did not have any interest or
penalties accrued at December 31, 2006 or MarcBE17.

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

(In thousands, except per share data)

Three Months Ended March 31, 2007 Three Months Ended March 31, 2006
Per- Per-
Income Shares Share Income Shares Share
(Numerator) (Denominator) Amount (Numerator) (Denominator) Amount
Income per shar- basic:

Income available to Common Shareholc $ 17,66¢ 49,78: $ 0.3t $ 12,93¢ 54,78¢ $ 0.24
Effect of dilutive options, warrants and RS — 2,09¢ (0.09) — 2,09¢ (0.07)
Income per shar- diluted:

Income available to Common Shareholders + dilt

effects of options, warrants and RS $ 17,66¢ 51,88( $0.3¢2 $ 12,93¢ 56,88: $ 0.2¢

For the three months ended March 31, 2007, optmpsirchase approximately 0.5 million shares of cam stock were excluded from
the computation of diluted earnings per share beethe exercise prices of these options were griate the weighted-average market price
of our common stock during this period and, theneftheir effect would have been anti-dilutive.

For the three months ended March 31, 2006, optmpsirchase approximately 1.1 million shares of cam stock were excluded from
the computation of diluted earnings per share beethe exercise prices of these options were griate the weighted-average market price
of our common stock during this period and, theneftheir effect would have been anti-dilutive.

5. LITIGATION AND LEGAL PROCEEDINGS:
Nokia
Nokia Delaware Proceeding

In January 2005, Nokia and Nokia, Inc. (collectiyélokia) filed a complaint in the United Statesfict Court for the District of
Delaware (Delaware District Court) against Interi2igCommunications Corporation (IDCC) and our wixalwned subsidiary, InterDigital
Technology Corporation (ITC) (IDCC and ITC collesty referred to as “InterDigital,” “we,” or “our})for declaratory judgments of patent
invalidity and non-infringement of certain claimoertain patents, and violations of the Lanham (Azikia Delaware Proceeding). In
December 2005, as a result of our motion to dis@ailissf Nokia’'s claims, the Delaware District Codismissed all of Nokia’s patent
invalidity and non-infringement declaratory judgrhetaims due to lack of jurisdiction. The Delaw&nstrict Court did not dismiss Nokia's
claims relating to violations of the Lanham Act.dém the Lanham Act claim, Nokia alleges that weehased false or misleading descripti
or representations regarding our patents’ scoplityaand applicability to products built to cotypwith 3G wireless phone Standards, and
that such statements have caused Nokia harm.

In first quarter 2007, we amended our Answer tedssaims for affirmative relief based on Nokiditensing activities as well as
Nokia’s false or misleading descriptions or represeotetiregarding Nokia's 3G patents and Nokia’s uridésd funding and direction of an
allegedly independent study of the essentialitg@fpatents. These claims for affirmative relieflie Lanham Act claims, as well as state
law claims for common law unfair competition, intiemal interference with prospective business refe, violation of the Delawal



Deceptive Trade Practices Act, injurious falsehamimmercial disparagement, business disparagemdnirgust enrichment.

Also in first quarter 2007, Nokia filed a First Amied Complaint which asserted new causes of abised on Nokia’s allegations
concerning InterDigital’s 3G patents and notifioas to the European Telecommunications Standastisute (ETSI). Specifically, Nokia
now asserts two Lanham Act claims based on thégietl conduct, as well as state law claims for comia unfair competition, intentional
interference with prospective business relatioration of the Delaware Deceptive Trade Practiges injurious falsehood, commercial
disparagement, business disparagement and unjichment. We have filed a motion to dismiss Noki@'sended claims. We intend to
oppose Nokia's claims vigorously and pursue ouindor affirmative relief.

Samsun
Samsung Arbitration Proceeding

In August 2006, an arbitral tribunal (Tribunal)finghe International Chamber of Commerce (ICC) awdngs approximately $134
million in past royalties plus interest from Samguilectronics Co. Ltd. (Samsung) associated wighr ghast sales of product sold under a
1996 patent license agreement (Award). The Samgtibhgnal also established the royalty rates tofy@iad to Samsung'’s sales of covered
products in 2006. Samsung has a prepayment batdiaggproximately $6 million available to reduce #maounts due.

In September 2006, we filed an action in the U.Strigt Court for the Southern District of New Yoskeking judicial confirmation of
the Samsung Award. Samsung filed an oppositiohgéabnfirmation action, including filing a crosstifien to vacate or modify the Samsung
Award and to stay the Samsung Award. Those motiene been fully briefed and await a hearing orslenifrom the court.

In October 2006, Samsung filed a request for a i@Wvarbitration proceeding relating to the ongoguagent royalty dispute between
Samsung and InterDigital (Samsung 3rd Arbitratidmthe Samsung 3rd Arbitration, Samsung seekate la new arbitration panel detern
new royalty rates for certain sales based on ouil 2006 settlement of a dispute with Nokia Corpima (the Nokia Settlement), which
implemented a June 2005 award from a separateaibit with Nokia. Samsung has purported to hagetell the Nokia Settlement under the
most favored licensee (MFL) clause in the Samsugigdment. Samsung contends that it has the rigidve a new rate, based on the Nokia
Settlement, applied to its sales in the period fd@muary 1, 2002 through December 31, 2006 indfebe royalty rates that have been
determined by the tribunal in the arbitration floatt period. In the Samsung 3rd Arbitration proceggdwe have denied that Samsung is
entitled to receive any new royalty rate adjustnierged on the Nokia Settlement. We will not recrg revenue from Samsung related to
this matter until all criteria for revenue recogmit have been met.

In addition to the above arbitration and litigatimmceedings with Samsung, we have other legaleaiogs with Samsung pending.
These matters include complaints filed against Sagéy us with both the U.S. International Traden@ussion (USITC) and the United
States District Court for the District of Delawaagd a complaint Samsung has filed against ustittUnited States District Court for the
District of Delaware.

Samsung U.S. International Trade Commission and Dalare Proceedings

On March 23, 2007, the Company and ITC filed a dampwith the U.S. International Trade Commiss{td$ITC) against Samsung
Electronics Co. Ltd. and certain of its affiliatdie complaint alleges that Samsung engaged imfair irade practice by making for
importation into the United States, importing, @edling after importation certain 3G handsets amimonents that infringe three of
InterDigital’s patents. InterDigital’s complaint thithe USITC seeks an exclusion order which operaidar from entry into the U.S.
infringing 3G WCDMA handsets and components thatiarported by or on behalf of Samsung. Handsettified in the complaint as
capable of operating with a 3G WCDMA system andmgiing InterDigital’'s patents include: SGH-ZX20G8-i607 (also known as the
“BlackJack™"); SGH-A707; and SGH-ZX10. InterDigimlcomplaint also seeks a cease and desist ordwrtiurther sales of infringing
Samsung products that have already been importedhia United States.

In addition to the USITC action referenced abowveMarch 23, 2007, we also filed a complaint in theted States District Court for t
District of Delaware alleging that Samsung’s 3G WMI®handsets infringe the InterDigital patents idéed in the USITC complaint.

On March 23, 2007, Samsung Telecommunicatmerica LLP and Samsung Electronics Co., Ltdli€ctively, “Samsung”), filed an
action against IDCC, ITC and another of our whallyned subsidiaries, Tantivy Communications, Inolléctively, “InterDigital”), in the
United States District Court for the District of B@are, alleging that InterDigital has refused aonply with its alleged contractual
obligations to be prepared to license its patentfaw, reasonable, and non-discriminatory (“FRANDErms, and that InterDigital has
allegedly engaged in unfair business practices.sBamseeks damages and declaratory relief, inguticlarations that: (i) InterDigital's
patents and patent applications allegedly prommestiandards bodies are unenforceable; (i) SamBasa right to practice InterDigital’s
intellectual property as a result of an allegedr®e from Qualcomm; (iii) nine of InterDigital’steats are invalid and/or not infringed by
Samsung; and (iv) InterDigital must offer Samsurdigense on FRAND terms. InterDigital intends tgatiously defend itself against
Samsung’s allegations in this matter.

On April 23, 2007, InterDigital received notice thlae USITC had voted to institute an investigaiimto whether Samsung had engaged
in the unfair trade practices complained of by iDtgital. The case (No. 337-TA-601) has been refgto an USITC Administrative Law
Judge who will schedule and hold an evidentiaryihgaollowed by an initial determination. The USITindicated in its April 23, 2007 press
release that the final determination will be contgudie“at the earliest practicable time,” with a &irdate for completing the investigation to be
set within 45 days after the institution of theeastigation. On May 4, 2007 and May 7, 2007, walfileotions with both the USITC and the
United States District Court for the District of Beare, respectively, to include a fourth paterderthe complaint in each case.

Federal
In October 2003, Federal Insurance Company (Fed¢nalinsurance carrier which provided partiahmeirsement to the Company



certain legal fees and expenses for the now-sditigation involving the Company and Ericsson lraelivered to us a demand for
arbitration under the Pennsylvania Uniform ArbimatAct. Federal claims, based on their determamatif expected value to the Company
resulting from our settlement involving Ericssow.lrthat an insurance reimbursement agreement édggat) requires us to reimburse
Federal approximately $28.0 million for attornefees and expenses it claims were paid by it. Adidiily, under certain circumstances,
Federal may seek to recover interest on its clairlovember 2003, the Company filed an action int&thStates District Court for the
Eastern District of Pennsylvania (the Court) seglirdeclaratory judgment that the reimbursemergeagent is void and unenforceable,
seeking reimbursement of attorneys’ fees and exgzenwkich have not been reimbursed by Federal aichwiere paid directly by the
Company in connection with the Ericsson Inc. litiga, and seeking damages for Federal's bad faithtseach of its obligations under the
insurance policy. In the alternative, in the ewhetreimbursement agreement was found to be vaticeaforceable, the Company was see
a declaratory judgment that Federal would have leeitied to reimbursement based only on certantiqgoos of amounts received by the
Company from Ericsson Inc. pursuant to the settigro&the litigation involving Ericsson Inc., Fedérequested the Court dismiss the action
and/or have the matter referred to arbitration.

In October 2005, the Court filed an order grantmgart and denying in part Federal’s motion toxdss the Company’s complaint. As
part of its decision, the Court determined thatAlgeeement between Federal and the Company (whigkeient served as a basis for
Federal’'s demand to recover any legal fees andnsgs¢ is enforceable, but did not address whetbderal is entitled to recover any legal
fees and expenses. Also, the Court reserved teiatiane consideration of whether any arbitratioraed would be binding on the parties. We
expect the arbitration hearing in this matter tnadode in second quarter 2007.

Prior to Federal’'s demand for arbitration, we hacraed a contingent liability of $3.4 million redat to the Agreement. We continue to
evaluate this contingent liability and have maiméai this accrual at December 31, 2006. While wéigoa to contest this matter, any adverse
decision or settlement obligating us to pay amouomdterially in excess of the accrued contingeffiliix could have a material negative eff
on our consolidated financial position, result®pérations or cash flows.

Other

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

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

Among the types of legal proceedings we encountérgé normal course of business, we continue terigaged in the following actions
with Nokia:

In July 2005, Nokia filed a claim in the EnglishgHiCourt of Justice, Chancery Division, Patentsr€against ITC seeking a
Declaration that thirty-one of ITC’'s UMTS EuropeRatents registered in the UK are not essentialftPhe 3GPP Standard. Trial in this
action is scheduled for fourth quarter 2007. In &8ber 2006, ITC filed a claim in the same courtiragidNokia seeking a Declaration that
thirty-five of Nokia’'s UMTS European/UK Patents r&gred in the UK are not essential IPR for the B&®andard. Nokia has withdrawn its
application to strike out (i.e., dismiss), or afatively to stay, this action. No trial date hasibecheduled for this action.

In addition to disputes associated with enforcenagidtlicensing activities regarding our intelle¢tpiperty, including the litigation ai
other proceedings described above, we are a padther disputes and legal actions not relateditarellectual property, but also arising in
the ordinary course of our business, includingnetaby us for insurance coverage involving the N@xédaware Proceeding. Based upon
information presently available to us, we beligvatthe ultimate outcome of these other disputddegal actions will not have a material
adverse affect on us.
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6. REPURCHASE OF COMMON STOCK:

In March 2006, our Board of Directors authorized thpurchase of up to $100 million of our outstagdiommon stock. In May 2006
and December 2006, our Board of Directors authdreegoansions of the Company’s share repurchasegmogf $100 million and $150
million, respectively, to a total of $350 millioBuring first quarter 2007, we repurchased 4.5 omillshares of common stock for $147.6
million under this repurchase program. We complé¢hedrepurchase program in early second quartef #60@ugh the repurchase of an
additional 0.3 million shares for $10.1 millionjdying the cumulative repurchase totals to 11.3ionilshares at a cost of $350 million.

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

For the Three Months
Ended March 31,

2007 2006
Net income $17,66¢ $12,93¢
Unrealized gain on investmer 31 34
Total comprehensive incon $17,70C $12,97¢

8. INVESTMENTS IN OTHER ENTITIES :

We may make strategic investments in conggathat have developed or are developing techieddfat are complementary to our
patent licensing or product strategy. In first qea2007, we made a $5 million investment for a-nontrolling interest of another entity. We
will not have significant influence over the investand will account for this investment using thstenethod of accounting. Under the cost
method, we will not adjust our investment balanéemthe entity reports profit or loss but will mamithe investment for an other-than-
temporary decline in value. When assessing wheth@ther-than-temporary decline in value has oeciynwve will consider such factors as
the valuation placed on the investee in subseqoemids of financing, the performance of the invesadative to its own performance targets
and business plan, and the investee’s revenueastdrends, liquidity and cash position, includitsgcash burn rate, and updated forecasts.

9. INSURANCE REIMBURSEMENT :

In first quarter 2007, we received a $1.7 milliosurance payment to reimburse us for a portioruofilefense costs in our litigation
with Nokia. This amount reduced our patent admiaigin and licensing expenses for the quarter.
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Item 2. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF
OPERATIONS .

OVERVIEW

The following discussion should be read in conjiorctvith the unaudited, condensed consolidatedhfiie statements and notes the
contained elsewhere in this document, in additiomterDigital Communications Corporation’s (colieely with its subsidiaries referred to
as InterDigital, the Company, we, us and our) Ahieport on Form 10-K for the fiscal year ended &waber 31, 2006 (2006 Form 10-K) as
filed with the Securities and Exchange CommissB®BE) on March 1, 2007, other reports filed with 8&C, and th&tatement Pursuant to
the Private Securities Litigation Reform Act of 28®low. Please refer to tli@lossary of Termbcated after th@able of Contentfor a list
and detailed description of the various technicalystry and other defined terms that are usedignRorm 10-Q for the three months ended
March 31, 2007.

Samsung Legal Proceedings

In August 2006, an arbitral tribunal (Tribunal) ingdhe International Chamber of Commerce (ICC) aedngs approximately $134
million in past royalties plus interest from Samguilectronics Co. Ltd. (Samsung) associated wighr ghast sales of product sold under a
1996 patent license agreement (Award). The Samstihgnal also established the royalty rates tofiq@iad to Samsung'’s sales of covered
products in 2006. Samsung has a prepayment batdagmroximately $6 million available to reduce #raounts due.

In September 2006, we filed an action in the U.SStriat Court for the Southern District of New Yoskeking judicial confirmation of
the Samsung Award. Samsung filed an oppositiohgabnfirmation action, including filing a crosstifien to vacate or modify the Samsung
Award and to stay the Samsung Award. Those motiang been fully briefed and await a hearing orslenifrom the court.

In October 2006, Samsung filed a request for a i@arbitration proceeding relating to the ongopagent royalty dispute between
Samsung and InterDigital (Samsung 3rd Arbitratidmthe Samsung 3rd Arbitration, Samsung seekate la new arbitration panel detern
new royalty rates for certain sales based on ouiil 2006 settlement of a dispute with Nokia Corpama (the Nokia Settlement), which
implemented a June 2005 award from a separateaibit with Nokia. Samsung has purported to hagetetl the Nokia Settlement under the
most favored licensee (MFL) clause in the Samsugig@ment. Samsung contends that it has the ridtave a new rate, based on the Nokia
Settlement, applied to its sales in the period fd@muary 1, 2002 through December 31, 2006 indfebe royalty rates that have been
determined by the tribunal in the arbitration foatt period. In the Samsung 3rd Arbitration procegdwe have denied that Samsung is
entitled to receive any new royalty rate adjustnierged on the Nokia Settlement. We will not recryg revenue from Samsung related to
this matter until all criteria for revenue recogmit have been met.

In addition to the above arbitration and litigatimoceedings with Samsung, we have other legalegdings with Samsung pending.
These matters include complaints filed against @by us with both the U.S. International Traden@ussion (USITC) and the United
States District Court for the District of Delawaagd a complaint Samsung has filed against ustwtfnited States District Court for the
District of Delaware.
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Repurchase of Common Stock

In March 2006, our Board of Directors authorized tepurchase of up to $100 million of our outstagdiommon stock. In April 2006
and December 2006, our Board of Directors authdreegoansions of the Company’s share repurchasegmogf $100 million and $150
million, respectively, to a total of $350 millioBuring first quarter 2007, we repurchased 4.5 omillshares of common stock for $147.6
million under this repurchase program. We complé¢hedrepurchase program in early second quartef #60@ugh the repurchase of an
additional 0.3 million shares for $10.1 million hging the cumulative repurchase totals to 11.3ionilshares at a cost of $350 million.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Our significant accounting policies are describetlote 1 of théNotes to Consolidated Financial Statementduded in our 2006 Form
10-K. A discussion of our critical accounting padig, and the estimates related to them, are indlirdelanagement’s Discussion and
Analysis of Financial Condition and Results of Gyiiemsin our 2006 Form 10-K. There have been no matehiahges in our existing
accounting policies from the disclosures includedur 2006 Form 10-K other than our adoption of BBMAccounting for Uncertainty in
Income Taxe.

New Accounting Pronouncements

In September 2006, FASB issued SFAS No. Fail, Value Measurementawhich is effective for fiscal years beginningeaft
November 15, 2007. The statement was issued toa“fair value,” establish a framework for measurirdy fvalue, and expand disclosures
about fair value measurements. We are currentlysasygy the effect, if any, this statement will haweour financial statements or our results
of operations.

In February 2007, FASB issued SFAS No. ITB% Fair Value Option for Financial Assets and Fical Liabilities which included an
amendment of FASB Statement No. 115 (SFAS. B39)S 159 allows entities the choice of measuniragy financial instruments and certain
other items at fair value. SFAS 159 is effectiveffscal years after November 15, 2007. We areeniily assessing the impact, if any, of
adopting SFAS 159 on our financial statements oresults of operations.

FINANCIAL POSITION, LIQUIDITY AND CAPITAL REQUIREME  NTS

We generated positive cash flow from operatingvét@s of $105.6 million in the three month perieaded March 31, 2007 (first qual
2007) compared to $86.5 million in the three mgrehiod ended March 31, 2006 (first quarter 2006 Ppositive operating cash flow in first
quarter 2007 arose principally from receipts ofragpnately $160.9 million related to 2G and 3G patecensing agreements. These receipts
included the second of three $95 million paymerdmifLG Electronics (LG), a new prepayment of $28iBion from an existing licensee,
and $10.5 million of prepayments and $31.9 milladrcurrent royalty payments from other existinghisees. These receipts were partially
offset by cash operating expenses (operating ergdass depreciation of fixed assets, amortizaifontangible assets and non-cash
compensation) of $36.5 million, cash payments doeign source withholding taxes of $15.7 milliordahanges in working capital during
first quarter 2007. The positive operating caskvfio first quarter 2006 arose principally from rigate of approximately $152.1 million relat
to 2G and 3G patent licensing agreements. Theséptedncluded $95 million from LG, $12.0 millioroin Sharp Corporation of Japan
(Sharp), $9.4 million from NEC Corporation of JaghieC), and $35.7 million from other licensees. 3heeceipts were partially offset by
cash operating expenses of $28.2 million, cash paysfor foreign source withholding taxes of $1fillion and changes in working capital
during first quarter 2006.

Our combined short-term and long-term defétrevenue balance at March 31, 2007 was $304liémia $73.0 million increase from
December 31, 2006. In first quarter 2007, we reedrgross increases in deferred revenue of $104libmiThis amount consisted of,
$95.0 million of relating to an accrued receivathle from LG in first quarter 2008, and $9.1 millimiated to new prepayments from three
other existing licensees. These increases weretpifspart, by first quarter 2007 deferred reveragagnition of $18.8 million related to the
amortization of fixed-fee royalty payments, $11.8lion related to per-unit exhaustion of prepaigatiies (based upon royalty reports
provided by our licensees), and the recognitiodedérred revenue related to technology solutiomeeagents. We have no material
obligations associated with our deferred revenuaroas.
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Based on current agreements, we expect the amantiz# fixed-fee royalty payments and the recagniof deferred technology
solutions revenue to reduce our March 31, 2007rdefaevenue balance of $304.6 million by $67.3iamlover the next twelve months.
Additional reductions to deferred revenue will dndent upon the level of per-unit royalties @merisees report against remaining prepaid
balances.

In first quarter 2007, we used $13.8 million inésting activities compared to $62.8 million in figaiarter 2006. We sold $3.5 million
of short-term marketable securities, net of purebam first quarter 2007. We purchased $55.1 onilbf short-term marketable securities, net
of sales, in first quarter 2006. This change resuftrimarily from the need to fund share repurchasdirst quarter 2007. Purchases of
property and equipment increased to $7.1 milliofirst quarter 2007 from $3.2 million in the firgtiarter 2006 due to continued investme!
both development tools and engineering related ordtinfrastructure and systems. We also made aityeiguestment of $5.0 million in
Kineto Wireless in first quarter 2007. Investmeonsts associated with patents increased from $4l®min first quarter 2006 to $5.2 million
in first quarter 2007. This increase reflects ehkigevel of patenting activity over the past salgears, combined with the lag effect between
filing an initial patent application and the inoemice of costs to issue the patent in both the &h& foreign jurisdictions.

Net cash used in financing activities in first gga2007 was $139.5 million. Financing activitiesyaded $12.5 million in first quarter
2006. The use of cash in financing activities istfguarter 2007 was primarily due to our investnodi$143.9 million to repurchase
outstanding shares of our common stock. We recgiveckeds from option and warrant exercises of 8lliion and $9.4 million in first
quarter 2007 and 2006, respectively. In first qera2007 and 2006, we recorded tax benefits of B@llfbn and $3.2 million, respectively,
related to share based compensation.

We had 3.8 million and 4.0 million options outstargdat March 31, 2007 and December 31, 2006, ré¢iseéc which had exercise
prices less than the fair market value of the Camsastock at each balance sheet date. These optmuld Wwave generated $46.1 million ¢
$48.8 million of cash proceeds to the Companyéfythad been fully exercised.

As of March 31, 2007, we had $212.8 million of casdsh equivalents and short-term investments, eoedpto $264.0 million at
December 31, 2006. Our working capital (adjusteeddclude cash, cash equivalents, short-term inversisn current maturities of debt and
current deferred revenue) decreased to $127.%midlt March 31, 2007 from $139.7 million at Decentkie 2006. This $11.8 million
decrease is primarily due to a $20.9 million desecia accounts receivable associated with theatadle of royalty prepayments in first
quarter 2007, offset in part by decreases in adccoenpensation, accrued expenses and taxes payable.

In December 2005, we entered into a two-year $80omiunsecured revolving credit facility (“Credgreement”). The Credit
Agreement was entered into by the Company, Baknodrica, N.A., as Administrative Agent, and CitisdBank of Pennsylvania. At our
option, borrowings under the Credit Agreement Wdhr interest at LIBOR plus 75-90 basis pointsgdéeng on the level of borrowing under
the credit facility, or under certain conditionsla prime rate or if higher, 50 basis points abitneeFederal Funds Rate. The Credit
Agreement further contains certain customary retstg financial and operating covenants which, agnother things, require us to
(i) maintain certain minimum cash and short-terrrestment levels of 1.15 times outstanding borrowisigbject to adjustments defined in the
agreement, (ii) maintain minimum financial performa requirements as measured by our income obkfsse taxes, with certain
adjustments, and (iii) limit or prohibit the incarnce of certain indebtedness and/or liens, judgsremyve a threshold amount for which a
reserve is not maintained, and certain other digts/outside the ordinary course of business. Barmgs under the Credit Agreement can be
used for general corporate purposes including abpitpenditures, working capital, letters of credértain permitted acquisitions and
investments, cash dividends and stock repurchasesf March 31, 2007 and December 31, 2006, wendichave any amounts outstanding
under the Credit Agreement.

Consistent with our strategy to focus our resoucsethe development and commercialization of adedneireless technology produc
we expect to see modest growth in operating castiselated to planned staffing levels and contiioeestments in enabling capital assets
over the balance of 2007. We are capable of suipgdtiese and other operating cash requirememtsidimg repurchases of our common
stock, for the near future through cash and stesntr investments on hand, other operating funds as@atent license royalty payments ol
above-noted credit facility. An adverse resolutidithe litigation involving Federal Insurance CompgSee, “—Litigation and Legal
Proceedings, Federi) should not prevent us from supporting our ogaatequirements for the near future. At presemt,dw not anticipate
the need to seek additional financing through aattlil bank facilities or the sale of debt or equigcurities. However, we continue to
consider adding prudent levels of debt to our ehgtructure to help reduce our weighted averageafocapital and further enhance
shareholder value.
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Off-Balance Sheet Arrangements
We do not have any off-balance sheet arrangemsrisfaned by regulation 8-303(a)(4) promulgated under the Securities Act @34

RESULTS OF OPERATIONS
First Quarter 2007 Compared to First Quarter 2006
Revenues

The following table compares first quarter 2007erayes to revenues in the comparable period frorpribe year (in millions):

First Quarter First Quarter
2007 2006

Per-unit royalty revenu $ 38.1 $ 30.1
Fixec-fee and amortized royalty reven 18.¢ 19.5
Recurring patent licensing royalti 57.k 49.€
Past infringement and other r-recurring royaltie: 9.3 —
Total patent licensing royalti 66.¢ 49.€
Technology solution revent 1.C 2.C
Total Revenut $ 67.¢ $ 51.€

First quarter 2007 revenues of $67.8 million insexh$16.2 million from first quarter 2006. Firstgier 2007 revenue included $58.5
million of recurring patent license royalties aedhnology solution revenue and $9.3 million asgediavith prior period sales of Sony
Ericsson’s covered 2G products identified in aireutudit conducted by the company.

Recurring patent licensing royalties in first qear2007 increased $7.9 million, or 16%, to $57.8iom from $49.6 million in first
quarter 2006. This increase was due largely todrigls royalties from Sony Ericsson, the inclusiéB@ royalties from Panasonic, which
not contribute recurring royalties until second eia2006, and a full quartaramortization of revenue related to an agreeméhtlv@ signe«
during first quarter 2006. This increase was offsepart, by the absence of 2G royalties from NE@ Ericsson, related to the completion, in
2006, of revenue recognition related to such ages¢snwith each company.

Technology solution revenue in first quarter 200300 million decreased $1.0 million from firstayter 2006 due to the completion of
deliverables under an agreement with General Dycgand the timing of milestone achievement undsparate agreement with NXP.

In first quarter 2007, 74% of our recurring reveioué&43.1 million, was from companies that indivatly accounted for 10% or more of
this amount and included LG (24%), Sharp (18%), NE&%) and Sony Ericsson (15%). In first quarted@062% of recurring revenue or
$32.2 million, was from companies that individuadlgcounted for 10% or more of this amount and ohetuLG (22%), NEG22%) and Shar
(18%).

Operating Expenses

Operating expenses increased 33% to $43.6 miltidimst quarter 2007 from $32.8 million in first guer 2006. The $10.8 million
increase was due to net changes in expenses rédateel following (in millions):

Increase/

(Decrease
Consulting service $ 4.1
Patent litigation and arbitratic 3.3
Depreciation and amortizatic 1.4
Other personnel related co 1.2
Long term compensatic 1.1
Patent maintenanc 0.8
Insurance reimburseme 2.7
Other 0.€
Total Increase in Operating Exper $ 10.

Consulting services and other personnel costsasert primarily due to the need for additional imééand external resources to
complete the development of our 2G/3G duel modeempASIC offering. Patent litigation and arbitratioicreased primarily due to our
preparations for an International Trade Commissiction against Samsung. Depreciation and amonizaticreased due to the recent
acquisition of tools and technology licenses toadigy or complete a 2G/3G duel mode modem ASIC wiflePatent amortization and patent
maintenance costs both increased due to heighteneld of internal inventive activity in recent ysaesulting in the expansion of our patent
portfolio. Long-term compensation increased pritgatue to the effect of overlapping RSU cycles @©2. These increases to operating
expenses were partly offset by a $1.7 million iasiee receipt to reimburse us for a portion of @fedse costs in our litigation with Nokia.
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The following table summarizes the change in ofregagxpenses by category (in millions):

First Quarter First Quarter
2007 2006 Increase
Sales and marketir $ 2.1 $ 1.8 $ 0.3 15%
General and administrati 6.5 5.C 1.t 30
Patents administration and licens 13.2 10.C 3.2 32
Developmen 21.¢ 16.C 58 36
Total Operating Expens $ 43.€ $ 32.¢ $10.8  33%

Sales and Marketing ExpenseThe increase in sales and marketing expense wasily due to increases in trade show costs ($0ln)
and overlapping RSU cycles ($0.1 million).

General and Administrative Expense:The increase in general and administrative expesseprimarily due to increased legal and
consulting services primarily associated with tarpliance and planning initiatives ($0.8 milliomjdapersonnel costs ($0.6 million)
associated with wage inflation, overlapping RSUleg@and temporary personnel.

Patents Administration and Licensing ExpensePatent administration and license costs increagedalincreases in patent litigation and
arbitration ($3.3 million), patent maintenance sd$0.8 million), increased incentives to our ines ($0.4 million), and increased
amortization costs ($0.3 million). These increasege partly offset by a $1.7 million insurance lipté reimburse us for a portion of our
defense costs in our litigation with Nokia.

Development ExpenseThe increase in development expense was primédtiipatable to the development of our 2G/3G duaimaodem
ASIC offering, including increased consulting sees ($3.2 million) and depreciation and amortizatd development tools and technology
licenses ($1.1 million). Overlapping RSU cycles.@million) also contributed to this increase.

Interest and Investment Income, Net

Net interest and investment income of $2.6 miliiofirst quarter 2007 increased $1.1 million or 7&&m $1.5 million in first quarter
2006. The increase primarily resulted from higmeestment balances in first quarter 2007.

Income Taxes

Our effective tax rate was 34% in first quarter 2@@sed on the statutory federal tax rate net whaeent differences including an
estimated research and development credit assdciatie our 2007 development activity. This effeetirate could change in future quarters
based on changes in our expected taxable incomerddits, and other tax items for 2007. Our incdanxeprovision in first quarter 2006
reflected a 36.2% effective tax rate. This effeetiax rate primarily results from the statutoryeial tax rate and the amortization of foreign
deferred tax assets related to foreign withholdingpayments made in prior years.

Expected Trends

We will provide guidance on second quarter reveshaatly, after we receive and review the applicablalty reports and update our
forecasts on anticipated revenue from work assettiaith technology solutions agreements. We cuyemiticipate that second quarter 2007
operating expense growth, excluding patent ariminéitigation costs, will slow to roughly one thiof that experienced between the most
recent two quarters. Beyond second quarter 200 an#ieipate that the quarterly level of expensepf@duct programs should level off for 1
remainder of the year, as we will have reachedee of capability needed to pursue the fablessnmss. Further increases in costs would
likely be customer specific acquisition costs tlvatld also be accompanied by revenue.

Further, we also currently expect that our patepitration and litigation costs in second quarte®@2 will be above the pre-insurance
recovery amount of $7.2 million experienced intfgqaarter 2007. The actual level of expense witletel on the level of activity we
experience during the quarter including any adésiassociated with the newly filed cases invol&agnsung in the U.S. District Court and
the U.S. International Trade Commission. Lastly, lmaok tax rate throughout the balance of 2007 méldependent on our estimates of the
relative proportions of our full year profitabilignd level of investment tax credits in 2007, lsuturrently estimated to be a 34% effective
rate.
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STATEMENT PURSUANT TO THE PRIVATE SECURITIES LITIGA TION REFORM ACT OF 1995

FORWARD -LOOKING STATEMENTS

This Quarterly Report on Form 10-Q (Form 10-Q)Juding “Item 2. Managemerg’'Discussion and Analysis of Financial Conditiod
Results of Operations,” contains forward-lookingtements. Words such as “anticipate,” “expect,’;ivMbelieve,” “could,” “would,”
“dependent upon,” “should not,” “anticipate,” “fut)” “may” or similar expressions contained heraia intended to identify such forward-
looking statements. Although forward-looking stagems in this Form 10-Q reflect the good faith judginof our management, such
statements can only be based on facts and faaiorently known by us. These statements reflect,ragrather things, our current beliefs,
plans and expectations as to:

(i) The Samsung arbitration and enforcement praoged(ii) The potential effect of SFAS No. 157 &S 159 on the our financial
statements or results of operations, if any; @ir amortization of fixedee royalty payments over second quarter of 208dai@g our Marct
31, 2007 deferred revenue balance; (iv) Additiaeductions to deferred revenue; (v) Modest growthperating cash needs in the remainder
of 2007; (vi) Our ability to support our near-teaperating cash requirements; (vii) The impact of adverse resolution in our dispute with
Federal on our ability to meet our near-term opegatequirements; (viii) Our needs and plans wibpect to additional financing or the sale
of debt or equity securities and our potentialddtrction of debt to our capital structure in |a@®?2; (ix) Second quarter and remainder of
2007 operating expenses (excluding patent arlotratnd litigation costs), patent arbitration atidéition costs, and our book tax rate for
fourth quarter 2006; (x) The amounts of interest faure royalty obligations payable to us under Binal Award in the Samsung Arbitratic

Forward-looking statements concerning our businessilts of operations and financial conditionialerently subject to risks and
uncertainties. We caution readers that actual teanld outcomes could differ materially from thespressed in or anticipated by such
forward-looking statements. You should carefullysider the risks and uncertainties outlined in gnedetail in this Form 10-Q, including
“ltem 1A - Risk Factors,” and in our Form 10-K fibre year ended December 31, 2006, before makingnaegtment decision with respect to
our common stock. You should not place undue reéan these forward-looking statements, which atg as of the date of this Form 10-Q.
Factors affecting one forward-looking statement mfigct other forward-looking statements. We unalertno obligation to revise or publicly
update any forward-looking statement for any reasgoept as otherwise required by law.

Item 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK ET RISK .
There have been no material changes in quantitatidequalitative market risk from the disclosureguded in our 2006 Form 10-K.

Item 4. CONTROLS AND PROCEDURES.

The Company’s Chief Executive Officer and its Chtafancial Officer, with the assistance of othemnmbers of management, have
evaluated the effectiveness of our disclosure otsmand procedures (as defined in Rules 13a-16(k)L&d-15(e) under the Securities
Exchange Act of 1934) as of the end of the perimgeoed by this report. Based on that evaluation Qhief Executive Officer and Chief
Financial Officer have concluded that our disclestontrols and procedures were effective in thesigh to ensure that the information
required to be disclosed by us in the reportsweatile under the Securities Exchange Act of 193recorded, processed, summarized and
reported within the time periods specified in theCS rules and forms and to ensure that the inftiomaequired to be disclosed by us in the
reports that we file under the Securities and ErgbaAct of 1934 is accumulated and communicateditananagement, including our
principal executive and financial officers, as ajyprate, to allow timely decisions regarding reqdidisclosure. There were no changes ir
internal control over financial reporting that oo®md during the quarter ended March 31, 2007 treterrally affected, or are reasonably lik
to materially affect, our internal control overdincial reporting.
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PART Il — OTHER INFORMATION

ltem 1. LEGAL PROCEEDINGS .
Nokia
Nokia Delaware Proceeding

In January 2005, Nokia and Nokia, Inc. (collectiyéNokia) filed a complaint in the United Statestict Court for the District of
Delaware (Delaware District Court) against InteriBEigCommunications Corporation (IDCC) and our wiralwned subsidiary, InterDigital
Technology Corporation (ITC) (IDCC and ITC collety referred to as “InterDigital,” “we,” or “our})for declaratory judgments of patent
invalidity and non-infringement of certain claimoertain patents, and violations of the Lanham (Atkia Delaware Proceeding). In
December 2005, as a result of our motion to dismaissf Nokia’s claims, the Delaware District Codismissed all of Nokia’s patent
invalidity and non-infringement declaratory judgrhetaims due to lack of jurisdiction. The Delaw&istrict Court did not dismiss Nokia's
claims relating to violations of the Lanham Act.dém the Lanham Act claim, Nokia alleges that weehased false or misleading descripti
or representations regarding our patents’ scoplityaand applicability to products built to cotypwith 3G wireless phone Standards, and
that such statements have caused Nokia harm.

In first quarter 2007, we amended our Answer tedsdaims for affirmative relief based on Nokiditeensing activities as well as
Nokia's false or misleading descriptions or represeonatiregarding Nokia's 3G patents and Nokia’s uridssd funding and direction of an
allegedly independent study of the essentialitg®@fpatents. These claims for affirmative relieflilnie Lanham Act claims, as well as state
law claims for common law unfair competition, intiemal interference with prospective business iefes, violation of the Delaware
Deceptive Trade Practices Act, injurious falsehammmercial disparagement, business disparagemdnirgust enrichment.

Also in first quarter 2007, Nokia filed a First Amaed Complaint which asserted new causes of abisad on Nokia’s allegations
concerning InterDigital’s 3G patents and notifioat to the European Telecommunications Standastitute (ETSI). Specifically, Nokia
now asserts two Lanham Act claims based on thégetl conduct, as well as state law claims for comla unfair competition, intentional
interference with prospective business relatioration of the Delaware Deceptive Trade Practiges injurious falsehood, commercial
disparagement, business disparagement and unjichment. We have filed a motion to dismiss Noki@'sended claims. We intend to
oppose Nokia’s claims vigorously and pursue ounddor affirmative relief.

Samsun
Samsung U.S. International Trade Commission and Dalare Proceedings

On March 23, 2007, the Company and ITC filed a dampwith the U.S. International Trade Commiss{tdsITC) against Samsung
Electronics Co. Ltd. and certain of its affiliatdie complaint alleges that Samsung engaged im&air irade practice by making for
importation into the United States, importing, @edling after importation certain 3G handsets amimonents that infringe three of
InterDigital’s patents. InterDigital’s complaint thithe USITC seeks an exclusion order which operaidar from entry into the U.S.
infringing 3G WCDMA handsets and components thatiamported by or on behalf of Samsung. Handsetsifitd in the complaint as
capable of operating with a 3G WCDMA system andmging InterDigital’'s patents include: SGH-ZX20G8-i607 (also known as the
“BlackJack™"); SGH-A707; and SGH-ZX10. InterDigimlcomplaint also seeks a cease and desist ordwrtiurther sales of infringing
Samsung products that have already been impontedhia United States.

In addition to the USITC action referenced aboveMarch 23, 2007, we also filed a complaint in théted States District Court for t
District of Delaware alleging that Samsung’s 3G WMI®handsets infringe the InterDigital patents idéed in the USITC complaint.

On March 23, 2007, Samsung Telecommunications AradriP and Samsung Electronics Co., Ltd. (colledyiy“Samsung”), filed an
action against IDCC, ITC and another of our whalyned subsidiaries, Tantivy Communications, Inolléctively, “InterDigital”), in the
United States District Court for the District of Beare, alleging that InterDigital has refused amply with its alleged contractual
obligations to be prepared to license its patentfaw, reasonable, and non-discriminatory (“FRANDErms, and that InterDigital has
allegedly engaged in unfair business practices.sBamseeks damages and declaratory relief, ingudtclarations that: (i) InterDigital’'s
patents and patent applications allegedly promtmtestiandards bodies are unenforceable; (i) Sambaag right to practice InterDigital's
intellectual property as a result of an allegednge from Qualcomm; (iii) nine of InterDigital’steats are invalid and/or not infringed by
Samsung; and (iv) InterDigital must offer Samsurigense on FRAND terms. InterDigital intends tgatiously defend itself against
Samsung’s allegations in this matter.

On April 23, 2007, InterDigital received naotice thlae USITC had voted to institute an investigaiimo whether Samsung had engaged
in the unfair trade practices complained of by iDtgital. The case (No. 337-TA-601) has been refgto an USITC Administrative Law
Judge who will schedule and hold an evidentiaryihgdollowed by an initial determination. The USITindicated in its April 23, 2007 press
release that the final determination will be contgulie“at the earliest practicable time,” with a &irdate for completing the investigation to be
set within 45 days after the institution of theeastigation. On May 4, 2007 and May 7, 2007, walfileotions with both the USITC and the
United States District Court for the District of Beare, respectively, to include a fourth paterderthe complaint in each case.

Federal
In October 2003, Federal Insurance Company (Fexi¢hal insurance carrier which provided partiatmeirsement to the Company



certain legal fees and expenses for the now-sditigation involving the Company and Ericsson lraelivered to us a demand for
arbitration under the Pennsylvania Uniform ArbimatAct. Federal claims, based on their determamatif expected value to the Company
resulting from our settlement involving Ericssow.lrthat an insurance reimbursement agreement édggat) requires us to reimburse
Federal approximately $28.0 million for attornefees and expenses it claims were paid by it. Adidiily, under certain circumstances,
Federal may seek to recover interest on its clairlovember 2003, the Company filed an action int&thStates District Court for the
Eastern District of Pennsylvania (the Court) seglirdeclaratory judgment that the reimbursemergeagent is void and unenforceable,
seeking reimbursement of attorneys’ fees and exgzenwkich have not been reimbursed by Federal aichwiere paid directly by the
Company in connection with the Ericsson Inc. litiga, and seeking damages for Federal's bad faithtseach of its obligations under the
insurance policy. In the alternative, in the ewhetreimbursement agreement was found to be vaticeaforceable, the Company was see
a declaratory judgment that Federal would have leeitied to reimbursement based only on certantiqgoos of amounts received by the
Company from Ericsson Inc. pursuant to the settigro&the litigation involving Ericsson Inc., Fedérequested the Court dismiss the action
and/or have the matter referred to arbitration.

In October 2005, the Court filed an order grantmgart and denying in part Federal’s motion toxdss the Company’s complaint. As
part of its decision, the Court determined thatAlgeeement between Federal and the Company (whigkeient served as a basis for
Federal’'s demand to recover any legal fees andnsgs¢ is enforceable, but did not address whetbderal is entitled to recover any legal
fees and expenses. Also, the Court reserved teiatiane consideration of whether any arbitratioraed would be binding on the parties. We
expect the arbitration hearing in this matter tnadode in second quarter 2007.

Prior to Federal’'s demand for arbitration, we hacraed a contingent liability of $3.4 million redat to the Agreement. We continue to
evaluate this contingent liability and have maiméai this accrual at December 31, 2006. While wéigoa to contest this matter, any adverse
decision or settlement obligating us to pay amouomdterially in excess of the accrued contingeffiliix could have a material negative eff
on our consolidated financial position, result®pérations or cash flows.

Other

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

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

Among the types of legal proceedings we encountérgé normal course of business, we continue terigaged in the following actions
with Nokia:

In July 2005, Nokia filed a claim in the EnglishgHiCourt of Justice, Chancery Division, Patentsr€against ITC seeking a
Declaration that thirty-one of ITC’'s UMTS EuropeRatents registered in the UK are not essentialftPhe 3GPP Standard. Trial in this
action is scheduled for fourth quarter 2007. In &8ber 2006, ITC filed a claim in the same courtiragidNokia seeking a Declaration that
thirty-five of Nokia’'s UMTS European/UK Patents r&gred in the UK are not essential IPR for the B&®andard. Nokia has withdrawn its
application to strike out (i.e., dismiss), or afatively to stay, this action. No trial date hasibecheduled for this action.

In addition to disputes associated with enforcenagidtlicensing activities regarding our intelle¢tpiperty, including the litigation ai
other proceedings described above, we are a padther disputes and legal actions not relateditarellectual property, but also arising in
the ordinary course of our business, includingnetaby us for insurance coverage involving the N@xédaware Proceeding. Based upon
information presently available to us, we beligvatthe ultimate outcome of these other disputddegal actions will not have a material
adverse affect on us.

Item 1A. RISKFACTORS .

There have been no material changes in our rigkrfaas previously described in our 2006 Form 1@#K the exception of the
following:

() The Impact of Potential Domestic Patent Reform Legilation, USPTO Reforms, Imposed International PatenRules and Third
Party Legal Proceedings May Impact Our Patent Proseution and Licensing Strategies

Changes to certain US patent laws and regulatiaysoocur in the future, some or all of which mayaut our patent costs and the
scope of future patent coverage we secure, andegayre us to re-evaluate and modify our patensgeation and patent licensing strategies.
Specifically, the USPTO has proposed modificatimnthe current U.S. patent rules that could chaageng other things, the current US
practice with regard to continuation applicationke U.S. Congress is also considering modificatibselect patent laws relating to, among
other things, how patent damages are calculatedhengrocedures for challenging issued patentsitidddlly, there have been recent U.S.
Supreme Court and other court rulings relatingatopng other things, the standard for determiningtivdr an invention is obvious, which i
key issue when assessing patentability, the aluifity patent holder to obtain injunctive relief exg infringers, and the ability of patent
licensees to challenge the patents under whichdhelicensed. The ruling concerning injunctiong/mmake it more difficult, under some
circumstances, for us to obtain injunctive relighist a party that has been found to infringe@mmaore of our patents, and the ruling
regarding patent challenges by licensees couldchfiatly make it easier for our licensees to chajkeour patents even though they have
already agreed to take a license. Changes to foggtent practice have also been imposed by thepgan Patent Office which may limit our
ability to file divisional applications. In additig the potential effect of rulings in legal procegg between third parties may impact



licensing program. We continue to monitor and eadwur prosecution and licensing strategies veifard to these proposals and
changes.

(i) Changes to Our Current Calculation of Tax Liabilities

The calculation of tax liabilities involves sigmifint judgment in estimating the impact of uncettain the application of complex tax
laws. We are subject to compliance reviews by titerhal Revenue Service (“IRS”) and other taximisflictions on various tax matters,
including challenges to various positions we adseotir filings. With our January 1, 2007 adoptafr=IN 48, certain tax contingencies are
recognized when they are determined to be morg/likan not to occur. Although we believe we hadeguately accrued for tax
contingencies that meet this criteria, we may Ipgired to pay taxes in excess of the amounts we hagrued. As of December 31, 2006 and
2005, there are certain tax contingencies that weteequired to be accrued. In the event thatR®or another taxing jurisdiction levies an
assessment in the future, it is possible the assrgscould have a material adverse effect on onsaalated financial condition or results of
operations.
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Item 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS.
(c) Issuer Purchases of Equity Securities.

The following table provides information regarditng Company’s purchases of its Common Stock, $0ab¥alue, during the first
quarter of 2007:

Maximum Number (or
Total Number of

Shares (or Units) Approximate Dollar
Purchased as Part ¢ Value) of Shares (or
Total Number of Units) that May Yet Be
Average Price paid Pe Publicly Announced
Shares (or Units Purchased Under the
Period Purchased (1) Share (or Unit) Plans or Programs Plans or Programs
January 1, 2007- January 31, 2007 1,185,75! $ 33.9¢ 1,185,75! $ 117,311,196.C
February 1, 2007- February 28, 2007 859,80( $ 34.5¢ 859,80( $ 87,583,068.0
March 1, 2007 - March 31, 2007 2,431,601 $ 31.87 2,431,60! $ 10,089,559.1(2)
Total 4,477,15! $ 32.9¢ 4,477,15 $ 10,089,559.1(2)

(1) In March 2006, we announced that our Board of Diexcauthorized the repurchase of up to $100 milibour outstanding common
stock from time-to-time through open-market purésaprearranged plans or privately negotiated aictions (Repurchase Program).
The amount and timing of purchases were basedvaniety of factors including share repurchase priesh requirements, acquisition
opportunities, strategic investments and other staakd economic factors. In May 2006, we annouticatthe Board of Directors
expanded the Repurchase Program, by an additia68l fiillion, to a total of $200 million, and in Deober 2006, we announced that
the Board of Directors increased the Repurchasgr&mby an additional $150 million to a total oB83million.

(2) The maximum remaining dollar value to repurchasgeshas of March 31, 2007 includes the balanceechdditional $150 million
authorization approved by the Board of Director®acember 2006. As of April 5, 2007, we have conguleéhe Repurchase Program
through the repurchase of a total of 11.3 millibares of our common stock at a total cost of agprately $350 million

Item 6. EXHIBITS .
The following is a list of Exhibits filed as part iis Quarterly Report on Form 10-Q:

Exhibit
Number Exhibit Description
110.1 Form of Amended and Restated Employment Agreememtden Richard J. Fagan and InterDigital CommuignatCorporation

dated April 2, 2007
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

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

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

T Management contract or compensatory plan or arraage
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SIGNATURES

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

INTERDIGITAL COMMUNICATIONS CORPORATION

Date: May 10, 2007 /s/ WILLIAM J. MERRITT
William J. Merritt
President and Chief Executive Officer

Date: May 10, 2007 /sl R.J. FAGAN
Richard J. Fagan
Chief Financial Officer
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EXHIBIT 10.1
AMENDED AND RESTATED EMPLOYMENT AGREEMENT

THIS AMENDED AND RESTATED EMPLOYMENT AGREEMENT (“Ageement”) is made this 2nd day of April, 2007, logla
between Richard J. Fagan, a resident of Chadds Perthsylvania (the “Employee”), and InterDigitalr@munications Corporation, a
corporation organized and existing under the laftbe® Commonwealth of Pennsylvania (the “Company”).

WHEREAS, the Company is engaged in the busineiseadesign and development of technology contethisgistem solutions for
advanced digital wireless communications applicegiand the licensing of wireless digital telepht@@hnology (as more particularly
described in the Company’s Form 10-K for the Conypamd/or its Related Entities as defined belowg (fRusiness”). This definition shall
change and evolve over time as the Business chamglesvolves, and such definition shall automdticdjust every year with the filing of
the then current Form 10-K to be consistent withBlusiness described therein.

WHEREAS, Employee and the Company are parties &raployment Agreement dated November 16, 1998 wiviah duly amended
on April 6, 2000 (together, the “prior Employmengrdement”); and

WHEREAS, Employee has notified the Company, inimgithat he is resigning from his employment whk Company as Chief
Financial Officer and from any and all other pasis with the Company and any of its Related Estifgs defined below), no later than
August 15, 2007; and

WHEREAS, as a result of this resignation, Employederstands that he is not entitled to any separathyments or other benefits
under his prior Employment Agreement and that iigists, if any, under any and all plans and progréanstock options, restricted stock
units, warrants, grants or other equity intereltdle governed by the terms of the applicablaqlgrant and/or other governing document,
except to the extent this Agreement specificallydifies and/or terminates such rights; and

WHEREAS, although the Company is not required ferafompensation to an employee who resigns, thepaoy has elected to offer
Employee a compensation package as consideratidniployee agreeing to stay employed by the Complammyugh August 15, 2007 or
earlier as set forth herein, for agreeing to assitbt the transition process, including the reéngjtof a new Chief Financial Officer, and for
execution of a Separation Agreement, including agéa Release, in a form and substance acceptabite Company; and

WHEREAS, in accordance with the above understandingployee and the Company hereby amend and réstafegreement as in
effect prior to the date hereof;

NOW, THEREFORE, in consideration of the mutual ectav@s and obligations contained herein, and intenti be legally bound, the
parties, subject to the terms and conditions s¢h teerein, agree as follows:

1. Employment and TermThe Company hereby agrees to continue to emphogl&yee and Employee hereby accepts employmen
the Company as the Chief Financial Officer and/hany of its Related Entities (as defined belas)directed by the Chief Executive
Officer (such position, Employee’s “Position”) farperiod commencing on the date on which this Aged is executed and continuing until
no later than August 15, 2007, unless employmerguraler is sooner terminated pursuant to the pomgsof Section 9 hereto (the “Term”).
For purposes of this Agreement, “Related Entitiéfsthe Company shall include, but not be limitedany and all past, present or future
parent and/or subsidiaries and their respectiaadland/or affiliated entitie




2. Duties. During the Term of his employment, Employee skatve the Company and/or its Related Entitiesfialily and to the best
his ability and shall devote his full time, attemtj skill and efforts to the performance of theigkitequired by or appropriate for his Position.
More specifically, Employee agrees to assume sutibg] responsibilities and assignments for the @amg and/or any of its Related Entities
when, where, and as directed by the Chief Exec@iffieer, including attending any and all interagd external meetings and activities as
directed by the Chief Executive Officer. Employdalsreport to the Chief Executive Officer.

3. Other Business ActivitiesDuring the Term, Employee will not, without thegr written consent of the Company, directly or
indirectly engage in any other business activibiepursuits whatsoever, except activities in cotinaowvith any charitable or civic activities,
personal investments and serving as an executiste® or in other similar fiduciary capacity; paad however, that such activities do not
interfere with his performance of his responsitgiitand obligations pursuant to this Agreement.

4. CompensationThe Company shall pay Employee, and Employeeblyeagrees to accept, as compensation for all ssviendered
hereunder and for Employee’s covenant not to coengetprovided for in Section 8 hereof, a base walathe annual rate of Two Hundred
Ninety-Six Thousand Nine Hundred Dollars ($296,900.00¢ (Base Salary”)ess all applicable withholdings and deductionsinesgl by law
or which are requested to be withheld by Emploged, which shall be withheld and paid in accordamite the Company’s normal payroll
practice for its similarly situated employees frime to time in effect. Employee shall not, excaptand to the extent expressly provided for
in this Agreement, and notwithstanding anythinghi contrary as may be set forth in any prior ages# or in any plan, grant or other
document previously issued in connection with aimghsprogram, plan or policy, be eligible to papatie in any bonus or other long term
compensation program, plan or policy, includingtheut limitation, stock options, restricted stoakits, warrants, grants or other equity
interests.

5. Benefits and Expense&mployee shall be entitled to certain employedina#, dental and vision, life insurance, disapiénd
accidental death and dismemberment insurance beaefi paid time off (“PTQO”) benefits, expense feimsement, 401(k), 529 account, and
flexible spending (medical and dependent care) fitsnsubject to the respective terms and conditiohthe applicable plans (“Benefits”).

6. Confidentiality. Employee recognizes and acknowledges that thgrietary Information (hereinafter defined) is aueatle, special
and unique asset of the Business of the
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Company and/or of its Related Entities. As a refudth during the Term and thereafter, Employed slog, without the prior written consent
of the Company and/or its Related Entities, for eegson, either directly or indirectly, divulgeaoy third-party or use for his own benefit, or
for any purpose other than the exclusive benefihefCompany and/or its Related Entities, any clamfiial, proprietary, business and
technical information or trade secrets of the Comypend/or its Related Entities (“Proprietary Inf@tion”) revealed, obtained or develope:
the course of his employment with the Company amitddRelated Entities. Such Proprietary Informatéhall include, but shall not be limit
to, the intangible personal property describeddnti®n 7(b) hereof, any information relating to huets of production and manufacture,
research, computer codes or instructions (includimgce and object code listings, program logiomtigms, subroutines, modules or other
subparts of computer programs and related docuniemténcluding program notation), computer pro@egsystems and techniques,
concepts, layouts, flowcharts, specifications, kidmw, any associated user or service manuals er bke textual materials (including any
other data and materials used in performing thel&yee’s duties), all computer inputs and outputgérdless of the media on which stored
or located), hardware and software configuratioesjgns, architecture, interfaces, plans, sketdiesprints, and any other materials
prepared by the Employee in the course of, relatmy arising out of his employment by the Compang/or its Related Entities, or prepa
by any other employee, representative, or contrdostche Company and/or for any Related Entit@sheir respective customers (including
information and other material relating to the ABI€bsts, business studies, business procedunasciés, marketing data, methods, plans anc
efforts, the identities of licensees, strategidmns, customers, contractors and suppliers argppotive licensees, strategic partners,
customers, contractors and suppliers, the termsmtfacts and agreements with licensees, strapagioers, customers, contractors and
suppliers, the Company’s and/or its Related Emtitiespective relationship with actual and prosipedicensees, strategic partners,
customers, contractors and suppliers and the ragatisequirements of, and the Company’s and/oretatBd Entities’ course of dealing with,
any such actual or prospective licensees, strafggioers, customers, contractors and suppliersppeel information, customer and vendor
credit information, and any other materials thatehaot been made available to the general publiviged, that nothing herein contained
shall restrict Employee’s ability to make such tisares during the course of his employment as Ioeayecessary or appropriate to the
effective and efficient discharge of the dutiesuiegd by or appropriate for his Position or sucécttisures may be required by law; and
further provided, that nothing herein containedIgiestrict Employee from divulging or using forshbwn benefit or for any other purpose
Proprietary Information that is readily availabtethe general public so long as such informatiahndit become available to the general pt
as a direct or indirect result of Employee’s breatthis Section 6. Failure by the Company and®Rielated Entities to mark any of the
Proprietary Information as confidential or propaist shall not affect its status as Proprietary imfation under the terms of this Agreement.

7. Property.

() All right, title and interest in and to Progegy Information shall be and remain the sole axdusive property of the Company
and/or its Related Entities. During the Term, Emp shall not remove from the Company’s and/oRétated Entities’ offices or premises
any documents, records, notebooks, files, corredgruee, reports, memoranda or similar materialg obataining Proprietary Information or
other materials or property of any
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kind belonging to the Company and/or its Relatetities unless necessary or appropriate in accoedaitt the duties and responsibilities
required by or appropriate for his Position andhi@ event that such materials or property are veahoall of the foregoing shall be returne:
their proper files or places of safekeeping as pttyras possible after the removal shall servepscific purpose. Employee shall not make,
retain, remove and/or distribute any copies of aihe foregoing for any reason whatsoever excgphay be necessary in the discharge of
his assigned duties and shall not divulge to airg fherson the nature of and/or contents of arthefforegoing or of any other oral or written
information to which he may have access or withallior any reason he may become familiar, excepiszdosure shall be necessary in the
performance of his duties; and upon the terminasidinis employment with the Company and/or Reld&atities, he shall return to the
Company and/or its Related Entities all originald aopies of the foregoing then in his possessitrether prepared by Employee or by
others.

(b) (i) Employee agrees that all right, title anterest in and to any innovations, designs, systamayses, ideas for marketing
programs, and all copyrights, patents, trademankistttade names, or similar intangible personal @riypwvhich have been or are developed or
created in whole or in part by Employee (1) at tme and at any place while Employee is employethkeyCompany and/or its Related
Entities and which, in the case of any or all & toregoing, are related to and used in conneatitinthe Business of the Company and/or its
Related Entities, (2) as a result of tasks assigné&tployee by the Company and/or its Relatedtigstior (3) from the use of premises or
personal property (whether tangible or intangiblhed, leased or contracted for by the Companyoarits/Related Entities (collectively, the
“Intellectual Property”)shall be and remain forever the sole and exclysigperty of the Company and/or its Related Entitigaployee sha
promptly disclose to the Company and/or its Rel&etities all Intellectual Property and Employealshave no claim for additional
compensation for the Intellectual Property.

(i) Employee acknowledges that all the Intellet®reoperty that is copyrightable shall be consideaavork made for hire
under United States Copyright Law. To the exteat #ny copyrightable Intellectual Property may betconsidered a work made for hire
under the applicable provisions of the United St&lepyright Law, or to the extent that, notwithsliaig the foregoing provisions, Employee
may retain any interest in any Intellectual Prop#énat is not copyrightable, the Employee herelgviocably assigns and transfers to the
Company and/or its Related Entities any and alitrititle, or interest that Employee may have i lifitellectual Property under copyright,
patent, trade secret and trademark law, in petyetuifor the longest period otherwise permitteddoy, without the necessity of further
consideration. The Company and/or its Related iéstithall be entitled to obtain and hold in its avame all copyrights, patents, trade
secrets, and trademarks with respect thereto.

(iii) Employee further agrees to reveal promptlyiflormation relating to the same to an appropriafficer of the
Company and/or its Related Entities and to coopesdth the Company and its Related Entities anadeteesuch documents as may be
necessary or appropriate (1) in the event thaCbhmapany and/or its Related Entities desire to selright, patent or trademark protection,
or other analogous protection, thereafter relatintpe Intellectual Property, and when such prateds obtained, to renew and restore the
same, or (2) to defend any opposition proceedingsspect of obtaining and maintaining such coprigatent or trademark protection, or
other analogous protection.
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(iv) In the event the Company and/or its Relatetities are unable after reasonable effort to seEummployee’s signature
on any of the documents referenced in section ijjéreof, whether because of Employee’s physizahental incapacity or for any other
reason whatsoever, Employee hereby irrevocablygdatés and appoints the Company and/or its Relatéties and their respective duly
authorized officers and agents as Employee’s agmhtattorney-in-fact, to act for and in his belaalfl stead to execute and file any such
documents and to do all other lawfully permittetsao further the prosecution and issuance of af sopyright, patent or trademark
protection, or other analogous protection, withgame legal force and effect as if executed by Byga.

8. Covenant Not to Compet&he Employee shall not, during the Term and thiéee for the Restricted Period (as defined belale),
any of the following, directly or indirectly, withm the prior written consent of the Company andfRelated Entities:

(a) Engage or participate in any business actoaty petitive with the Company’s Business or the Bess of any of its Related
Entities as same are conducted during the Termnegthect to any period during the Term and uponeimination of Employee’s
employment hereunder with respect to any periocktfeer;

(b) Become interested in (as owner, stockholdedée, partner, co-venturer, director, officer, eoygle, agent, consultant or
otherwise) any person, firm, corporation, assomatir other entity engaged in any business thatnspetitive with the Business of the
Company and/or of any of its Related Entities asdoated during the Term with respect to any pediodng the Term, and upon the
termination of Employes’employment hereunder with respect to any pelietktfter, or become interested in (as owner, btidkr, lender
partner, co-venturer, director, officer, employagent, consultant or otherwise) any portion ofdhsiness of any person, firm, corporation,
association or other entity where such portionuzhsbusiness is competitive with the Business ef@bmpany and/or of any of its Related
Entities as conducted during the Term with respeeahny period during the Term, and upon terminatibEmployee’s employment hereunder
with respect to any period thereafter. Notwithstagdhe foregoing, Employee may hold not more tbae percent (1%) of the outstanding
securities of any class of any publicly-traded sieis of a company that is engaged in activiteferenced in Section 8(a) hereof;

(c) Influence or attempt to influence any licenssgtegic partner, supplier, or customer or padefitensee, strategic partner,
supplier or customer of the Company and/or of dnjsdRelated Entities to terminate or to modifyyamritten or oral agreement or course of
dealing with the Company and/or with any of its&edl Entities; or

(d) Influence or attempt to influence any persoeitber (i) terminate or modify his employment, soliing, agency,
distributorship or other arrangement with the Conypand/or of any of its Related Entities, or (iygloy or retain, any person who has been
employed or retained by the Company and/or by diitg &Related Entities as an employee, consultgent or distributor of the Company
and/or of any of its Related Entities at any tinuging the twelve (12) month period immediately mdiag the termination of the Employee’s
employment hereunder.
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The covenants contained in Sections 8(a) and 8¢d) se deemed only to apply to activities that“@iesctly competitive” with the Business
of the Company and/or its Related Entities. Anwtgtishall be deemed “directly competitive” whereth is a reasonable likelihood that the
activity prohibited would result in the use of tadal trade secrets or other Proprietary Informmatiéthe Company, and/or its Related Ent
or their respective business associates.

For purposes of this Section 8, the Restrictedddeshall constitute a period of one (1) year follugvthe termination of Employee’s
employment, regardless of the circumstances ofettmination or by which party.

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

9.1. Termination for Disability

(@) In the event of a long-term disability of theypoyee (as such term is defined in the CompangtsgL.Term Disability Plan)
during the Term such that Employee is not othengisaified to perform the essential functions a job with or without reasonable
accommodation (“Disability”), Employee’s employmdmreunder may be terminated by the Company.

(b) In the event of a termination of Employee’s émgment pursuant to this Section 9.1, Employee béllentitled to receive any
accrued and unpaid Base Salary and Benefits thrthegtiate of such termination. Employee may alseligéle to receive disability
payments in accordance with the terms and conditidrany long term disability plan or any other émgpe benefit plan, policy or program
maintained to provide benefits in the event of gy in which the Employee was entitled to paigite at the time of termination under
Section 9.1.

In addition, Employee shall be treated in all respas set forth in Section 9.7, and subject tteaths and conditions of
Section 9.7, except, with respect to Section 9, &@y such Base Salary payments made shall beeddiycany payments received by the
Employee with respect to this period pursuant g Social Security entitlement or any long term Hiky plan or any other employee benefit
plan, policy or program maintained to provide béseh the event of disability in which the Empl@&as entitled to participate at the time
termination of employment and, with respect to Bec®.7(b), in additions to the restrictions cont therein, the employer portion of the
premium associated with Employee's continued ppdimn in the Company’s group medical and dentakecage will only be paid to the
extent such coverage is not provided under othengamy policies, plans or programs providing disgbienefits in which Employee
participates as of the date of termination.

(c) For purposes of this Section 9.1, the detertiinas to whether Employee has a long-term digglfds such term is defined in
the Company's Long-Term Disability Plan) shall bade by a licensed physician selected by the Comf@rd/reasonably acceptable to
Employee) and shall be based upon a full physixafrénation and good faith opinion by such physician
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9.2. Termination by Deathin the event that Employee dies during the Té&Employee’s employment shall terminate immediatelg a
the Company shall pay to Employee’s executors/ legesentatives or administrators an amount etguahy accrued and unpaid Base
Salary and Benefits through the date on which bse.dn the event of such a termination of Employesployment pursuant to this section
9.2, Employee’s executors, legal representativeslorinistrators shall be treated in all respectseagorth in Section 9.7, and subject to all
terms and conditions of Section 9.7.

9.3. Termination for Cause

(a) The Company may terminate Employee’s employrdarihg the Term for “Cause” upon written noticeBmployee. For
purposes of this Agreement, “Caustiall mean: (i) any material breach by Employehisfobligations under this Agreement, which breia
curable and is not cured within ten (10) days dfieployee’s receipt of written notification frometfCompany of such breach, (ii) other
conduct of Employee involving any type of willfuliseonduct with respect to the Company and/or antsdelated Entities, including
without limitation fraud, embezzlement, theft oopen dishonesty in the course of his employmerbowiction of a felony, or (iii) other
conduct by Employee in violation of a policy or pedure of the Company and/or its Related Entities.

(b) In the event of a termination of Employee’s émgment pursuant to this Section 9.3, Employeel dleaéntitled only to receive
any accrued but unpaid Base Salary and Benefibsigfirthe date of such termination. Except as sipatlif set forth in this Section 9.3(b), t
Company shall have no other liability or obligationEmployee hereunder for any compensation orfiierty reason of such termination.
Employee shall not be eligible for any of the sefian payments or benefits set forth in Section Briiployee shall only be eligible to
exercise such stock options and other equity isterthat are vested and exercisable as of theoflatech termination of employment, subject
to the terms and conditions of the applicable pkams$ grant documents. In all other respects Empleyall not be eligible for any stock
options, restricted stock units, warrants, grantstber equity interests.

9.4. Termination Without Cause

(a) The Company may terminate Employweemployment during the Term at any time, withoati§e, and without prior notice (
example, and without limitation, in the event then@pany has found a replacement prior to Augus2@87 or the Company determines th
no longer requires the services of Employee).

(b) In the event of such a termination of Emplogesmployment pursuant to this section 9.4, Empleped! be treated in all
respects as set forth in Section 9.7, and suljesit terms and conditions of Section 9.7.
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9.5. Termination by Employee

(a) Employee may terminate Employee's employmeat py the end of the Term at any time.

(b) In the event of such a termination of Emplogesmployment pursuant to this section 9.5, Emplepead! be entitled only to
receive any accrued but unpaid Base Salary andfidetieough the date of termination. Except ac#mally set forth in this Section 9.5(b),
the Company shall have no other liability or obliga to Employee for any compensation or benefjtsdason of such termination. Employ
shall not be eligible for any of the separationrpants or benefits set forth in Section 9.7. Empdosfeall only be eligible to exercise such
stock options and other equity interests that asted and exercisable as of the date of such taefiminof employment, subject to the terms
and conditions of those applicable plans and gtantiments. In all other respects Employee shalbadatligible for any stock options,
restricted stock units, warrants, grants or otloelitg interests.

9.6. Change of Control

(a) If there is a Change of Control during the Teamd Employee's employment by the Company herelusderminated by the
Company (except for Cause), Employee shall beledtio receive certain separation payments andfiteas set forth in Section 9.7, subject
to the terms and conditions of Section 9.7.

(b) For purposes of this Section 9.6, “Change afit@d” means the acquisition (including by mergeconsolidation, or by the
issuance by the Company or its securities) by emeare Persons in one transaction or a seriedaterktransactions, of more than fifty
percent (50%) of the ultimate voting power représeipy the outstanding stock of the Company orddte hereof or a sale of substantially
of the assets of the Company. A Change of CortiaMjever, shall not include a corporate reorgaropatir other corporate restructuring of
the Company and/or its Related Entities. For thpesposes, “Person” means an individual, partnerstugporation, joint venture, association,
trust, unincorporated association, other entitaggociation.”

9.7 Separation Benefits Paid as a Result of Emplsyemployment Through his Resignation Dale the event Employee works
through his resignation date (August 15, 2007), Byge’s employment ends prior to that date as @ltre$ his disability as set forth in
Section 9.1 or as a result of his death as sdt forSection 9.2, or the Company terminates Empmgyemployment without Cause prior to
such date pursuant to Section 9.4, or the Emplsymployment is terminated by the Company (exaapCause) after a Change in Contrc
set forth in Section 9.6, Employee shall be elwgital receive certain separation benefits in exchdogEmployee’s (and, in the case of his
death, his estats} execution (without proper revocation) of a Saepan Agreement in a form and substance acceptalthee Company whic
shall include, among other terms, a General Reléaderm and substance satisfactory to the Companall claims against the Company ¢
others. The separation benefits are set forth lisafe (but, in the case of Employee’s disabilitye anodified as set forth in Section 9.1):

(a) The Company shall pay to Employee regular paysi@ amount and at the same time as paymentmpfdyee's Base Salary
had such termination of employment not occurreghuph August 15, 2007.
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(b) The Company shall pay the “designated portimithe premiums with regard to your continued péptition in the Company’s
group health insurance (medical, dental, visiomspant to COBRA (but only if Employee has electeddntinue such medical and dental
coverage under COBRA and timely pays his portiothefpremiums) for the period from the last dajgofployee’s employment through
December 31, 2007. For purposes of this providioa,'designated portion” shall be the portion af gremium which the Company paid at
the time of your termination. Should Employee abiiy other medical coverage before December 317 #rough another source, the
Company'’s payment of the employer portion of thengiums will cease.

(c) The Company shall permit Employee to receipecarata portion of Employee’s January 1, 2005ufgtoJanuary 1, 2008 cycle
RSU awards (both time based and performance) uhddnterDigital Communications Corporation LongmeCompensation Program
(“LTCP™). For this purpose, the pro rata portiordetermined by multiplying the number of shares thauld have been distributed to
Employee if Employee remained employed througletiet of the applicable cycle by a fraction equah®number of pay periods from
January 1, 2005 through August 15, 2007 dividetheynumber of pay periods in the period from Jaynda2005 through and including the
last day of the applicable cycle. Payments pursteatitis Section 9.7(c) shall be made in such maand at such time as made to other
participating executive employees of the Company.

(d) The Company shall permit Employee to receipecarata portion of any July 1, 2005 through Decen#i, 2008 cycle LTIP
(cash) award under the LTCP. For this purposeptheata portion is determined by multiplying threaunt of the LTIP cash bonus that
would have been distributed to Employee if Employmaained employed through the end of the applkcaitle by a fraction equal to the
number of pay periods from July 1, 2005 through éatdl5, 2007 divided by the number of pay periodheé period from July 1, 2005
through and including the last day of the applieatyicle. Payments pursuant to this Section 9. Halj be made in such manner and at such
time as made to other participating executive eygss of the Company.

(e) The Company shall deliver, as promptly as fbesifter the expiration of the revocation perietiferth in the Separation
Agreement and after removal of any transfer legetimdsbonus RSUs that were granted to Employeth&2005 and 2006 Annual Bonus
Plans.

(f) Employee understands and agrees that in thetdéeedoes not sign (or he signs and then propevigkes) the Separation
Agreement in a form and substance acceptable t@dngpany which shall include, among other terntSeaeral Release, in form and
substance satisfactory to the Company, of all daagainst the Company and others, Employee shealhtied only to receive any accrued
but unpaid Base Salary and Benefits through the ofatermination of his employment and the Compstmgll have no other liability or
obligation to Employee for any compensation or fienby reason of such termination. Employee shal
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be eligible for any of the separation paymentsardiits set forth in this Section 9.7. EmployedIgrdy be eligible to exercise such stock
options and other equity interests that are vesteldexercisable as of the date of such terminati@mployment, subject to the terms and
conditions of those applicable plans and grant dmmits. In all other respects Employee shall natliggble for any stock options, restricted
stock units, warrants, grants or other equity edés.

9.8 The Separation Agreement and General Releash vgireferenced in this Agreement will requirattEmployee release and
discharge, to the maximum extent permitted by tw,Company and all of its Related Entities, arrttespective employees, officers,
directors, agents, etc., of any and all claims wiimployee may have against any of them regardmpgl&ee’s employment with the
Company and/or termination of Employee’s employnignthe Company, including but not limited to, asigims for breach of Employee’s
employment agreement, any claims for bonus, congtiemsor other benefits including stock optionstrieted stock units, warrants, grant:
other equity interests, any claims for discrimioatunder federal, state or local law and any othems of any kind. It will also require
Employee to return any and all Company propertywalsas require Employee to reaffirm his confidatity and other obligations to the
Company. The Separation Agreement and General §elehich Employee will be required to sign willtnere detailed. Employee will be
provided with the Separation Agreement on or aliwaployee’s last day worked and Employee will beegitwentyene (21) days to consic
whether he wishes to execute the General Releasaiced therein in exchange for the separationggelas well as a seven (7) day period in
which to revoke Employee’s acceptance.

10. Representations and Warranti&snployee represents and warrants to the Comheaty t

(a) There are no restrictions, agreements, or statledings whatsoever to which Employee is a pahiglwwould prevent or make
unlawful Employee’s execution of this AgreemenEonployee's employment hereunder, or which are adavibe inconsistent or in conflict
with this Agreement or Employee's employment hedeunor would prevent, limit or impair in any waetperformance by Employee of his
obligations hereunder.

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

(c) Employee is free to execute this Agreementtarite employed by the Company pursuant to the pians get forth herein.

(d) Employee shall disclose the existence and tefrtise restrictive covenants set forth in this égment to any employer that the
Employee may work for after the termination of Braployee's employment at the Company.

11. Survival of ProvisionsThe provisions of this Agreement set forth int®ets 6, 7, 8, 9 (solely with respect to the paytmen
obligations of the Company to Employee, if any,feeth therein), 10 and 20 hereof shall survivetdrenination of Employee's employment
hereunder. If for any reason Employee shall comtitaube employed by the Company following
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the termination of Employee's employment hereurlerployee shall have no right to receive any sejmerar other payment hereunder u
Employee ceases to be employed by the Companygwhen Employee's right to separation or other payspé any, shall be governed by
the provisions of Section 9 hereof with respedhtoparticular circumstances involved in the Empkyg termination of employment.

12. Successors and Assigriehis Agreement shall inure to the benefit of &rdinding upon the Company and Employee and their
respective successors, executors, administrateirs, &nd/or permitted assigns; provided, howevet, heither Employee nor the Company
may make any assignments of this Agreement orr@eydst herein, by operation of law or otherwisigheut the prior written consent of the
other party hereto, except, however, the Companymake any assignments of this Agreement or amyest herein to any Related Entity
without the prior written consent of Employee.

13. Notice. Any notice or communication required or permittettler this Agreement shall be made in writing st by certified or
registered mail, return receipt requested, by rdmlidery, or by recognized overnight courier, addesl as follows:

If to Employee:

Richard Fagal
[residential address redacte

If to Company;

InterDigital Communications Corporatit
781 Third Avenue

King of Prussia, Pennsylvania 19406
Attn: Chief Executive Office

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

14. Entire Agreement; AmendmentShis Agreement, except the Non-Disclosure andghssent Agreement dated February 16, 2005,
which survives the termination of Employee's empient and is incorporated herein by reference, amtae entire agreement and
understanding of the parties hereto relating tcostiigect matter hereof, and supersedes all pribicantemporaneous discussions, agreerr
letter agreements, amendments and understandiry®nf nature between the parties hereto relatirige employment of Employee with t
Company. This Agreement may not be changed or neddiéxcept by an Agreement in writing signed bgheaf the parties hereto. To the
extent this Agreement and the Non-Disclosure arsighsnent Agreement dated February 16, 2005 conftiose terms more favorable to the
Company shall govern.

15. Waiver. The waiver or the breach of any term or provisibthis Agreement shall not operate as or be coedtto be a waiver of
any other or subsequent breach of this Agreement.
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16. Governing Law This Agreement shall be construed and enforcedt@ordance with the laws of the Commonwealth of
Pennsylvania.

17. Validity . In case any one or more of the provisions coethin this Agreement shall, for any reason, be kelk invalid, illegal or
unenforceable in any respect, such invalidity leglity or unenforceability shall not affect thalidity of any other provision of this
Agreement, and such provision(s) shall be deematifiad to the extent necessary to make it enforleeab

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

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

20. Specific Enforcement; Extension of Period

(a) Employee acknowledges that the restrictionsaioed in Sections 6, 7, and 8 hereof are reaseraainl necessary to protect the
legitimate interests of the Company and its Rel&etities and that the Company would not have edtérto this Agreement in the absence
of such restrictions. Employee also acknowledgasahy breach by him of Sections 6, 7, or 8 henglbcause continuing and irreparable
injury to the Company for which monetary damagesidmot be an adequate remedy. The Employee sbialimany action or proceeding to
enforce any of the provisions of this Agreemengeasthe claim or defense that an adequate renmtddw @xists. In the event of such breach
by Employee, the Company shall have the right foree the provisions of Sections 6, 7, and 8 of thijreement by seeking injunctive or
other relief in any court, and this Agreement shatiin any way limit remedies of law or in equittherwise available to the Company. If an
action at law or in equity is necessary to enfancaterpret the terms of this Agreement, the pilex@party shall be entitled to recover, in
addition to any other relief, reasonable attornfges, costs and disbursements. In the eventhibairbvisions of Sections 6, 7, or 8 hereof
should ever be adjudicated to exceed the time,rgpbée, or other limitations permitted by applicakldw in any applicable jurisdiction, then
such provisions shall be deemed reformed in suddjation to the maximum time, geographic, or otlimitations permitted by applicable
law.

(b) In the event that Employee shall be in breddmng of the restrictions contained in Section &bé then the Restricted Period
shall be extended for a period of time equal topiaeod of time that Employee is in breach of stedtriction.

21. Consent to SuitAny legal proceeding arising out of or relatinghis Agreement shall be instituted in the U.Sstidit Court of the
Eastern District of Pennsylvania, or if such caloés not have jurisdiction or will not accept jdietion, in any court of general jurisdiction
the Commonwealth of Pennsylvania, and the Empltweeby consents to the personal and exclusivedjatisn of such court and hereby
waives any objection that the Employee may havhddaying of venue of any such proceeding anddaiyn or defense of inconvenient
forum.
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22. CounterpartsThis Agreement may be executed in one or morateoparts, each of which shall he deemed an ofiganal all of
which together shall be deemed to be one and the gsstrument.

23. RecitalsThe definitions, statements and agreements sét ifothe recitals of this Agreement are operatir@/jsions of this
Agreement and are incorporated herein by reference.

IN WITNESS WHEREOF, and intending to be legally bduthe parties have caused this Agreement to éeuéed the day and year
first written above.

INTERDIGITAL COMMUNICATIONS CORPORATION
By: /s/ Gary Isaacs

Name Gary Isaac:
Chief Administrative Officel

EMPLOYEE

/sl R. J. Fagan
Richard J. Faga
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EXHIBIT 31.1

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

[, William J. Merritt, President and Chief Execwi®@fficer, InterDigital Communications Corporatiaertify that:

1. I have reviewed this Quarterly Report on Forr-Q of InterDigital Communications Corporatic

2. Based on my knowledge, this report does not cor@ajnuntrue statement of a material fact or om#téde a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this ref

3. Based on my knowledge, the financial statement$oéimer financial information included in this repdairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presente(
this report;

4.  The registrans other certifying officer and | are responsibledstablishing and maintaining disclosure contamid procedures (
defined in Exchange Act Rules 13a-15(e) and 15&))54nd internal control over financial reportifag defined in Exchange Act
Rules 13-15(f) and 15(c-15(f)) for the registrant and hay
a) Designed such disclosure controls and procedureaused such disclosure controls and proceduties designed under

our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries, is made
known to us by others within those entities, pattdy during the period in which this report isiige prepared

b) Designed such internal control over financial réipgr, or caused such internal control over finah@aorting to be
designed under our supervision, to provide readerasurance regarding the reliability of financegorting and the
preparation of financial statements for externappsges in accordance with generally accepted atioguprinciples;

C) Evaluated the effectiveness of the registsdtsclosure controls and procedures and presemtads report our conclusio
about the effectiveness of the disclosure contintsprocedures as of the end of the period cousyehis report based on
such evaluation; ar

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

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

a) All significant deficiencies and material weaknesiethe design or operation of internal contratiofimancial reporting
which are reasonably likely to adversely affectrbgistrant’s ability to record, process, summaaizd report financial
information; anc

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

Date: May 10, 2007 /s/ WILLIAM J. MERRITT

William J. Merritt
President and Chief Executive Officer



EXHIBIT 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
OF
INTERDIGITAL COMMUNICATIONS CORPORATION

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

1. I have reviewed this Quarterly Report on Forr-Q of InterDigital Communications Corporatic

2. Based on my knowledge, this report does not cor@ajnuntrue statement of a material fact or om#téde a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this ref

3. Based on my knowledge, the financial statement$oéimer financial information included in this repdairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presente(
this report;

4.  The registrans other certifying officer and | are responsibledstablishing and maintaining disclosure contamid procedures (
defined in Exchange Act Rules 13a-15(e) and 15&))54nd internal control over financial reportifag defined in Exchange Act
Rules 13-15(f) and 15(c-15(f)) for the registrant and hay
a) Designed such disclosure controls and procedureaused such disclosure controls and proceduties designed under

our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries, is made
known to us by others within those entities, pattdy during the period in which this report isiige prepared

b) Designed such internal control over financial réipgr, or caused such internal control over finah@aorting to be
designed under our supervision, to provide readerasurance regarding the reliability of financegorting and the
preparation of financial statements for externappsges in accordance with generally accepted atioguprinciples;

C) Evaluated the effectiveness of the registsdtsclosure controls and procedures and presemtads report our conclusio
about the effectiveness of the disclosure contintsprocedures as of the end of the period cousyehis report based on
such evaluation; ar

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

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

a) All significant deficiencies and material weaknesiethe design or operation of internal contratiofimancial reporting
which are reasonably likely to adversely affectrbgistrant’s ability to record, process, summaaizd report financial
information; anc

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

Date: May 10, 2007 /sl R.J. FAGAN

Richard J. Fagan
Chief Financial Officer



EXHIBIT 32.1

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

In connection with the accompanying Quarterly RéparForm 10-Q of InterDigital Communications Cargiion (the “Company”) for
the quarter ended March 31, 2007, as filed withSbeurities and Exchange Commission on the dasohéhe “Report”), |, William J.
Merritt, President and Chief Executive Officer bétCompany, hereby certify, pursuant to 18 U.Se&¢tiBn 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002, that

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

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

Date: May 10, 2007 /s/ WILLIAM J. MERRITT
William J. Merritt
President and Chief Executive Officer




EXHIBIT 32.2

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

In connection with the accompanying Quarterly ReparForm 10-Q of InterDigital Communications Corgiion (the “Company”) for
the quarter ended March 31, 2007, as filed withS&eurities and Exchange Commission on the daeohé&he “Report”), I, Richard J.

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

(1) The Report fully complies with the requiremeatsSSection 13(a) or 15(d) of the Securities Ex@®Act of 1934, as amended; and
(2) The information contained in the Report faplgsents, in all material respects, the finana@aldition and results of operations of

Company.

Date: May 10, 2007 /sl R. J. FAGAN

Richard J. Fagan
Chief Financial Officer




