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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 prdduprimarily mobile handsets, that
provide basic voice services.

2.5G

A generic term usually used in reference to futitegrated voice and data digital wireless devid¢&siag higher data rate services and
features compared to 2G.

3G

“Third Generation.” A generic term usually useddference 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.

802.11

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

Air Interface
The wireless interface between a terminal unitthedbase station or between wireless devices amarwnication system.

ANSI

“American National Standards Institute.” The Unitttes national standards accreditation and patigncy. ANSI monitors and provides
oversight of all accredited U.S. Standards Develapn®rganizations to ensure they follow an operlipyinocess.

ASIC

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

ATIS

“Alliance for Telecommunications Industry SolutiohAn ANSI-accredited U.S.-based Standards associathich concentrates on
developing and promoting technical/operational déads for the communications and information teébmyindustries worldwide.

Bandwidth

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

Base Station

The central radio transmitter/receiver, or grougeitral radio transmitters/receivers, that maimg@iommunications with subscriber
equipment sets within a given range (typically b 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.

cdmaOne

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

cdma2000°®

A Standard which evolved from narrowband CDMA tealbgies (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 family of 3G Standards, its functionaligysimilar to 2.5G technologies. CDMA208@&nd cdma2008 are registered trademarks
the Telecommunications Industry Association (TIAUSA).

Chip

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

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 overaihéligital transmission.

Duplex

A characteristic of data transmission; either €ulplex 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 Kinjpde the data rate of GSM wireless
services, and built on the existing GSM Standaiare network infrastructure. EDGE systems buaiEurope are considered a 2.5G
technology.

ETSI

“European Telecommunications Standards Institutee Standards organization which drafts Standandgdirope.

Fabless

Fabrication carried out by another party underrareat.




FDD

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

FDMA

“Frequency Division Multiple Access.” A techniquewhich the available transmission bandwidth oharmel is divided into narrower
frequency bands over fixed time intervals resultmgnore efficient voice or data transmissions avsingle channel.

Frequency

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

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

GPRS

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

GSM

“Global System for Mobile Communications.” A diditzellular Standard, based on TDMA technology, #fpedly developed to provide
system compatibility across country boundaries.

Hertz

The unit of measuring radio frequency (one cyclesgeond).

HSDPA

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

HSUPA

“High Speed Uplink Packet Access.” An enhancemeMW/CDMA technology that improves the performancéhef radio uplink to increase
capacity and throughput, and to reduce delay.

iDEN ©

“Integrated Dispatch Enhanced Network.” A propnigtRDMA Standards-based technology which allowseasao phone calls, paging and
data from a single device. iDEN is a registeredamark of Motorola, Inc.

IEEE

“Institute of Electrical and Electronic Engineeré.’'membership organization of engineers that amtsactivities 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 formekin or around a semiconductor base.

\




IPR
“Intellectual Property Rights.”

ITU

“International Telecommunication Union.” An intetitamal organization established by the United Nagiith membership from virtually
every government in the world. Publishes recommgmas for engineers, designers, OEMs, and serviceigiers 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 outhaily-owned Delaware subsidiaries.

Kbps

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

Km

“Kilometer.”

Know-How

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

LAN

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

LTE

“Long Term Evolution.” Generic name for the 3GPBjpct addressing future improvements to the 3G &hsial Terrestrial Radio Access
Network (UTRAN).

MAC

“Media Access Control.” Part of the 802.3 (EtherhAN) standard which contains specifications anésdor accessing the physical portions
of the network.

MAN

“Metropolitan Area Network.” A communication netvkowhich covers a geographic area such as a citylourb.
Mbps

“Megabits per Second.” A measure of information a#rging capacity of a circuit; millions of bits pseecond.

MIMO

“Multiple Input Multiple Output.” A method of digél wireless transmission where the transmitter@mceiver uses multiple antennas to
increase the achievable data rate or improve frabilgy of a communication link.

vi




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 miiple users share access to a transmission chavinst.modern systems
accomplish this through “demand assignment” whieeespecific parameter (frequency, time slot or §eslautomatically assigned when a
subscriber requires it.

ODM

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

OEM

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

OFDM

“Orthogonal Frequency Division Multiplexing.” A nfetd of digital wireless transmission that distrésif signal across a large number of
closely spaced carrier frequencies.

OFDMA

“Orthogonal Frequency Division Multiple Acces®\"method of digital wireless transmission that akoa multiplicity of users to share acc
by assigning sets of narrowband carrier frequertci@sch user. It is an extension of OFDM to midtigsers.

PCMCIA

“Personal Computer Memory Card International Asatien.” An international industry group that promettandards for credit card-sized
memory card hardware that fits into computing desisuch as laptops.

PDC

“Personal Digital Cellular.” The Standard develojredapan for TDMA digital cellular mobile radiormenunications systems.

PHS

“Personal Handyphone System.” A digital cordle$sgieone system and digital network based on TDMH#is Tow-mobility microcell
Standard was developed in Japan. Commonly knoA&sin China.

PHY

“Physical Layer.” The wires, cables, and interfaaedware that connect devices on a wired or wisahetwork. It is the lowest layer of
network processing that connects a device to amné&sion medium.

Platform

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

Protocol

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

A reference platform consists of the baseband iated circuit, related software and reference aesig

RF
“Radio Frequency.” The range of electromagnetiqdiencies above the audio range and below visiphe. 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 prodyetsitices or operations by nationally or intermadilly accredited industrial and professic
associations or governmental bodies in order timatbr interoperability.

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

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

TDMA

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

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

Terminal/Terminal Unit

Equipment at the end of a wireless voice and/ax datmmmunications path. Often referred to as anused-device or handset. Terminal units
include mobile phone handsets, PCMCIA and othenffactors of data cards, personal digital assistammputer laptops and modules with
embedded wireless communications capability arepteines.

TIA/EIA-54

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

TIA/EIA-95
A 2G CDMA Standard.

TIA/EIA-136
A United States Standard for digital TDMA technagtog

TIA (USA)
The Telecommunications Industry Association.
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UMB

“UltraMobile Broadband.” A generic term used to dése the next evolution of the 3GPP2 cdma200ihéérface standard. It is based on
OFDMA technology.

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 circuit clwétl capabilities. A 3G technology.

WIMAX ™

A commercial brand associated with products and&es using IEEE 802.16 Standard technologies fdewarea networks broadband
wireless.

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.

In this Form 10-K, the words “we,” “our,” “us,” “dnCompany” or “InterDigital” refer to InterDigitalnc. and its subsidiaries, individually
and/or collectively. InterDigitef is a registered trademark and SlimChip™ is a tratkraf InterDigital, Inc. All other trademarks, si&e
marks and/or trade names appearing in this Fortd &€e the property of their respective holders.
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PART |
Item 1. BUSINESS

General

We design and develop advanced digital wissleshnologies for use in digital cellular and \&ss IEEE 802-related products. We
actively participate in and contribute our techggicolutions to worldwide organizations responsfblethe development and approval of
Standards to which digital cellular and IEEE 802aptiant products are built, and our contributions @egularly incorporated into such
Standards. We offer licenses to our patents topegemt producers that manufacture, use and sethtiggllular and IEEE 802-related
products. In addition, we offer for license or salg SlimChip family of mobile broadband modem siolas (which includes modem IP know-
how, baseband ICs, embedded modules and Referéaif@rias) to mobile device manufacturers, semicatolucompanies and other
equipment producers that manufacture, use andigéthl cellular products. We have built our suifedechnology and patent offerings throi
independent development, joint development witlepttompanies and selected acquisitions. Curremtdygenerate revenues primarily from
royalties received under our patent license agre&sni/e also generate revenues by licensing obintdogy solutions and providing related
development support.

As an early participant in the digital wiredemarket, we developed pioneering solutions fotweprimary cellular air interface
technologies in use today: TDMA and CDMA technoésgiThat early involvement, as well as our contindevelopment of advanced digital
wireless technologies, has enabled us to creatsignificant worldwide portfolio of patents and @at applications. Included in that portfolio
are a number of patents and patent applicationshwie believe are or may be essential or may beoessential to 2G and 3G cellular
Standards and other wireless Standards such as8BEFAccordingly, we believe that companies makirging or selling products complie
with these Standards require a license under @@nésl patents and will require licenses undeemss patents that may issue from our
pending patent applications. In conjunction with participation in certain Standards bodies, weehfdled declarations stating that we beli
we have or may have essential patents and thagmee & make our essential patents available ®aus license on fair, reasonable and non-
discriminatory terms or similar terms consistenttmthe requirements of the respective Standardsnizgtions.

Third party products incorporating our pateniteventions include, without limitation:

. Mobile devices, including cellular phones, wisdeersonal digital assistants and notebook comguiata cards and similar
products;

. Base stations and other wireless infrastructurépegent; anc
. Components for wireless devict

We also incorporate our inventions into ounawobile broadband modem solutions, including dimShip IP, ICs, embedded modules
and Reference Platforms designed for advancedmeaface in high speed 3G networks. In addition tof@eoning to applicable Standards,
our solutions also include proprietary implememtasi for which we seek patent protection.

Our investments in the development of advamligital wireless technologies and related prodacis solutions include sustaining a hig
specialized engineering team and providing thahtedth the equipment and advanced software plaianetessary to support the
development of technologies. Over each of thethase years, our cost of development has rangedelat45% and 52% of our total
operating expenses exclusive of non-recurring ageticy accruals. The largest portion of this castlieen personnel costs.

InterDigital Communications Corporation incorated in 1972 under the laws of the Commonwedlthemnsylvania, and it conducted its
initial public offering in November 1981. Followiran internal corporate reorganization in July 208#%rDigital Communications
Corporation converted into a limited liability coanpy and became the wholly-owned operating subsiditmterDigital, Inc. InterDigital
Communications Corporation is now known as InteffalgCommunications, LLC. Our corporate headquarserd administrative offices are
located in King of Prussia, Pennsylvania, USA. @search and technology and product developmemisteae located in the following
locations: King of Prussia, Pennsylvania, USA; My New York, USA; and Montreal, Quebec, Canada.

Our Internet addressusvw.interdigital.com where, in the “Investor Relations” sectiowe make available, free of charge, our Annual
Reports on Form 10-K, Quarterly Reports on FornQl@urrent Reports on Form 8-K, certain other regpggquired to be filed under the
Securities Exchange Act of 1934 and all amendnteriisose reports as soon as reasonably practiaétblesuch material is filed with or
furnished to the United States Securities and Bxgh&ommission (SEC). The information containe@iooonnected to our website is not
incorporated by reference into this Form 10-K.

Wireless Communications Industry Overview

Participants in the wireless communicatiorthstry include OEMs, semiconductor manufactureBMS and a variety of technology
suppliers, applications developers and operatatsatfier communications services and products tsemers and businesses. To achieve
economies of scale and allow for interoperabilitsgducts for the wireless industry have typicakyeb built to wireless Standards. These
Standards have evolved in response to large defoasdrvices and expanded capabilities of mobileads. Although the cellular market
initially delivered voice-oriented and basic da¢avices (commonly referred to as Second Generatio2G), over the past five years the
industry transitioned to providing voice and mukidia




services that take advantage of the higher spdésted by the newer technologies (commonly refetoeds Third Generation, or 3G).
Concurrently, non-cellular wireless technologiestsas IEEE 802.11, have emerged as a means tin@neireless Internet access for fixed
and nomadic use. Industry participants anticipgieoéiferation of converged devices that incorpernadultiple air interface technologies and
functionalities and provide seamless operationa&xample, such converged devices may providelsssioperation between a 3G netw
and a WLAN network.

Over the course of the last ten years, theleelcommunications industry has experienced rgpavth worldwide. Total worldwide
cellular wireless communications subscriptions fosm slightly more than 320 million at the end1®98 to approximately 4.0 billion at the
end of 2008. In several countries, mobile telepBar@v outnumber fixetine telephones. Market analysts expect that thygeagate number
global wireless subscriptions could exceed 5.&dpilin 2013. In June 2008, Strategy Analytics, flocecasted 1.4 billion total handset sales
for 2009. Recently, Strategy Analytics, Inc. longttheir forecast for 2009 handset sales by 20%.foll@wving table includes the recent
forecast for 2009 and the June 2008 forecast fb0 28rough 2013, the latest forecast availabletfat period.

Global Handset Sales By Technology (1)
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2007 2008 2009 2010 2011 2012 2013
033G (WCDMA) (2)| 152 308 282 524 702 810 1081
B3G(COMA) (3) 168 151 138 167 156 142 133
W2G/2.5G (4) 802 720 660 715 595 434 282

Total 1122 1179 1,080 1406 1453 1486 1,508

M Units

(1) Source: Strategy Analytics, Inc. December 2@l8bal Handset Shipment Forecast by
Quarter for 2009 (2007 through 200
Strategy Analytics, Inc. Jun®20Global Handset Sales Historical and
Forecast 20(-2013 (2010 through 201z

(2) Includes: WCDMA/HSPA, LTE, and T-SCDMA.
(3) Includes: cdma2000 and its evolutions, such a-DO.
(4) Includes: GSM/GPRS/EDGE and Analog, iDEN, TDMA, Pat®l PDC

The growth in new cellular subscribers, coreldimvith existing customers choosing to replacer tin@ibile phones, helped fuel the growth
of mobile phone sales from approximately 168 millimits in 1998 to almost 1.2 billion units in 2008e believe the combination of a broad
subscriber base, continued technological changehengrowing dependence on the Internet, e-mailcdiner digital media sets the stage for
continued growth in the sales of advanced wirgbesducts and services over the next five yearsl&\bcent market forces and a global
economic downturn may contribute to a decline taltbandset sales for 2009, analysts continueddigirthat the shift to advanced 3G
devices will continue to increase sales in tha¢gaty. For these same reasons, shipments of 3Qeehalones, which represented
approximately 25% of the market in 2007, are pitedi¢o increase to approximately 80% of the maloke2013. Moreover, recent advance
3G technologies that support devices offering higtada rates have met with rapid consumer uptake.

In addition to the advances in digital celiulechnologies, the industry has also made sigmfiadvances in non-cellular wireless
technologies. In particular, IEEE 802.11 WLAN hasngd momentum in recent years as a wireless bapadéolution in the home and office
and in public areas. IEEE 802.11 technology offégh-speed data connectivity through unlicensedtsaavithin a relatively modest
operating range. Since its introduction in 1998pisenductor shipments of products built to the IEEEER.11 Standard have shipped nearly
1 billion units cumulatively through 200&\nalysts forecast that these cumulative shipmeratg reach 4 billion by 2012In addition, the
IEEE wireless Standards bodies are creating sedsamidards to enable higher data rates, providerage over longer distances and enable
roaming. These Standards are establishing techspealifications for high data rates, such as IEBEB (WiMAX), as well as technology
specifications to enable seamless handoff betwitmmaht air interfaces (IEEE 802.21).

Evolution of Wireless Standard

Wireless communications Standards are formaladines for engineers, designers, manufacturadssarvice providers that regulate and
define the use of the licensed radio frequencytspecin conjunction with providing specificationsrfwireless communications products. A
primary goal of the Standards is to assure inteadpkty of products, marketed by multiple compamibuilt to a common Standard. A num
of international and regional wireless Standardgdimpment Organization® SDO¢"), including the ITU, ETSI, TIA (USA)






ATIS and ANSI, have responsibility for the develapmand administration of wireless communicatiot@8ards. New Standards are
typically adopted with each new generation of patguare often compatible with previous generatuwirthe Standards and are defined to
ensure interoperability.

SDOs typically ask participating companiesiéalare formally whether they believe they holdepig or patent applications essential to a
particular Standard and whether they are willingidense those patents on either a royalty-bedrsasis on fair, reasonable and
nondiscriminatory terms or on a royalty-free basis manufacture, have made, sell, offer to sellssw such products on a non-infringing
basis, a manufacturer or other entity doing so rfitsgtobtain a license from the holder of essém#ent rights. The SDOs do not have
enforcement authority against entities that faiblbddain required licenses, nor do they have thityabd protect the intellectual property rights
of holders of essential patents.

Digital Cellular Standards

The defined capabilities of the various tedbgies continue to evolve within the SDOs. Deployinef 3G services allows operators to
take advantage of additional radio spectrum allonatand through the use of higher data speed<2t/4# deliver additional applications to
their customers. Operators began to deploy 3Gasvn 2000. The five specifications under the 8Bdard (generally regarded as being the
ITU “IMT-2000" Recommendation) include the following forms of CDNEchnology: FDD and TDD, (collectively referreditothe industr
as WCDMA), and Multichannel CDMA (cdma2000 techrgpip In addition, TD-SCDMA, a Chinese variant of DDechnology, has been
included in the Standard’s specifications.

The principal Standardized digital cellulare¥ss products in use today are based on TDMACAIA technologies with 3G capable-
products beginning to replace 2G-only products. $temdardized 2G TDMA-based technologies includ&GHA/EIA 54/136 (commonly
known as AMPS-D, United States-based TDMA, whicbugently being phased out in conjunction with th&. FCC-mandated conversion
from analog-based cellular service), PDC, PHS, D&E@d TETRA. Of the TDMA technologies, GSM is thegnhprevalent, having been
deployed in Europe, Asia, Africa, the Middle Edbg Americas and other regions. In 2008, approxaigat0% of total mobile device sales
conform to the 2G and 2.5G TDMA-based StandardsDMB-enabled devices accounted for an additional %btal sales. Thus, the
combined sales of GSM-enabled devices and deviitbs3@ WCDMA technology accounted for approximat®86 of worldwide handset
sales.

Narrowband 2G CDMA-based technologies inclUt®EIA-95 (more commonly known as cdmaOne) and a8600 technologies and
serve parts of the United States, Japan, Southakamd several other countries. Similar to the TDW&sed technologies, the CDMA-based
technologies are migrating to 3G. In 2008, abodb 1B worldwide handset sales were based on thede2Z& CDMA technologies plus its
3G evolution.

The Standards groups continue to advancedtfermance and capabilities of their respectivéraerfaces. Chief among the most recent
enhancements are High Speed Downlink Packet Aaressligh Speed Uplink Packet Access (HSDPA/HSURA)evolution of WCDMA,
and 1xXEV-DO. At year end 2008, over 150 operatacslaunched HSDPA networks.

The continued advances to the WCDMA cellulairderface standards are being made under a gnogrithin 3GPP entitled “Long Term
Evolution” (LTE). There is a similar long term eutibn program underway within 3GPP2 for cdma20@fefred to as UMB). Both of these
evolution programs are based on OFDM/OFDMA techgpl@ TE standards are nearing completion, withlfgpecifications expected in
mid-2009. Virtually all current mobile operatorsvigandicated their intention to upgrade their netao LTE when it is available. This
selection has had substantial negative impacteptbposed 3GPP2 UMB standard, which no mobileaipes have indicated an intention to
use. 3GPP has also initiated preliminary work dollaw-on to LTE, called LTE-Advanced (LTE-A), whids intended to be the 3GPP entry
into the worldwide ITU-R “IMT-Advanced” project, fallow-on to the earlier IMT-2000 Recommendationntiened above.
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IEEE 802-Based Standards

The wireless Standard, IEEE 802.11, was ffasfied in 1997. Since that time, the IEEE 802W¥&rking Group has continued to update
and expand the basic IEEE 802.11 Standard to azhigher data rates, accommodate additional opgr&tquencies and provide additional
features. Equipment conforming to these Standaels IEEE 802.11a/b/g) is in the marketplace todatended primarily for short range
applications, operating in unlicensed frequencydsaand requiring minimal infrastructure, IEEE 8d2Standards-based equipment has seen
substantial market growth, especially in consunwend networking applications. Similar to 3G, thiar8tard also continues to evolve toward
higher data rates and improved service capabilities

The wide area network community has also éistedal the IEEE 802.16 Working Group to defineiaterface Standards for longer
distance (2 to 50 km) Metropolitan Area and Wide#&Networks (MAN/WAN). The first 802.16 Standardsyaublished in 2002. Specifying
operating frequencies from 10 to 66 GHz, it is ity aimed toward very high speed wide area pmmhultipoint fixed applications. In
2003, an amendment to the 802.16 Standard (802wl&apublished which added operation in the 2 t&HE frequency bands. This additi
made the Standard much more suitable for providimgless broadband high-speed Internet acceseémtential and small office
applications. In 2004, 802.16a and several othemaiments to the base 802.16 Standard were cominitted single document which was
published as 802.16-2004 and which was ultimatdbpsed by the WiMAX Business Forum for fixed uspldgments. Equipment
conforming to the 802.16-2004 fixed Standard wisaily introduced in 2006. Concurrent with thisvigon of the fixed Standard, the 802.16
Working Group embarked on defining a mobile versibthe Standard (referred to as 802.16€). The mwokrsion of the Standard was
completed and published in February 2006 and ireti@ipment certification by the WiMAX Forum comnted in late 2007.

The WiIMAX Forum adopted a specific form of #@2.16e Standard for development and deploymefmabile WiMAX.” The 802.16e
mobile standard is being further developed as &2.tb improve its performance and capabilities..86@ is specifically targeted to meet
ITU-R requirements for “IMT-Advanced,” the followaao the earlier ITU-R IMT-2000 Recommendation nemtd above. It is anticipated
that the WiMAX Forum will also adopt 802.16m wheiisicompleted in 2010.

More recently, the IEEE 802 community has lmegguaddress the question of handover betweeniffieessht IEEE 802 technologies, both
wired and wireline, as well as handover to extenual-802 networks, such as cellular. This grougEB02.21, entitled Media Independent
Handover Services, has completed their initial &ad, and it was approved by the IEEE in 2008. [HieE 802.21 technology is specifically
oriented towards the future all-IP Next Generatimiwork that merges existing fixed and mobile ne&sadnto a single homogeneous
integrated network capable of supporting all emwisd advanced fixed and mobile services includivige; data and video.

InterDigital’s Strateqgy

A core component of our strategy is the aptlit develop advanced digital wireless technolagdiée will continue to develop those
technologies, contribute our ideas to the Standandges and bring those technologies to marketigimg revenues from patent licensing as
well as sales of our technology solutions. Our go&b derive revenue from every 3G mobile devigld seither in the form of patent licensi
revenues, technology solutions-related revenuascombination of these elements. In recent yearspatent license agreements have
contributed the majority of our cash flow and reves As of December 2008, we had entered into pitense agreements covering
approximately one-half of all 3G mobile devicesdsaorldwide. In addition, our technology solutiasféer an additional means to generate
revenue from 3G mobile devices. However, we areectily evaluating a number of options for the modmortion of our business. These
options include an acquisition or partnership toiee the appropriate scale needed to succeee imanket or the disposition of the modem
portion of our business through a sale or closure.




Our strategy for achieving our goal is asdaf:
. Continue to fund significant technology developm:

. Maintain substantial involvement in key worldwiSandards bodies, contributing to the ongoingnitédn of wireless Standards
and incorporating our inventions into those Stadsl;

. License our patented technology to wireless eqgaift producers worldwide, maximizing realizableueain our 3G licenses by
investing the time necessary to negotiate apprpeaonomic terms for 3G produc

. Defend vigorously our intellectual property andatetl contractual right:

. Offer technology solutions to both semicondugiaducers and mobile device manufacturers, penalimgvaluation of the
modem portion of our busines

. Examine opportunities to acquire related or compgletary technologies and capabiliti

. Depending on the result of our evaluation ofrtielem portion of our business, we might continuefter technology and/or
product solutions to both semiconductor producatsraobile device manufacture

InterDigital’s Technology Position

Cellular Technologies

We have a long history of developing cellular temlbgies including those related to CDMA and TDMAheaologies, and more recently,
OFDMA and MIMO technologies. A number of our TDMAs$ed and CDMA-based inventions are being used #G312.5G and 3G
wireless networks and mobile terminal devices.

We led the industry in establishing TDMA-based THM-54 as a digital wireless U.S. Standard in tB80s. We developed a substantial
portfolio of TDMA-based patented inventions. Th@seentions include or relate to fundamental elem@ffTDMA-based systems in use
around the world. Some of our TDMA inventions ird#uor relate to:

. The fundamental architecture of commercial Timei§on/Frequency Division Multiple Access (TD/FDMAYystems
. Methods of synchronizing TD/FDMA syster

. A flexible approach to managing system capaditgugh the reassignment of online subscriber uaitifferent time slots and/or
frequencies in response to system condit

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

We also have developed and patented innovative CB&¢Anology solutions. Today, we hold a significantldwide portfolio of CDMA
patents and patent applications. Similar to our Tiklventions, we believe that a number of our CDMiRentions are essential to the
implementation of CDMA systems in use today. Sofneuo CDMA inventions include or relate to:

. Global pilot: The use of a common pilot channetyachronize st-channels in a multiple access environmr
. Bandwidth allocation: Techniques including m-channel and mu-code mechanisrr

. Power control: Highly efficient schemes for cafiing the transmission output power of terminatidoase station devices, a vital
feature in a CDMA systel

. Joint detection and interference cancellation tephes for reducing interferen

. Soft handover enhancement techniques between @¢sioells

. Various sul-channel access and coding technic

. Packet dati

. Fast handof

. Gec-location for calculating the position of terminalaus

. Multi-user detection (MUD

. High speed packet data channel coc

. High speed packet data delivery in a mobile envirent, including enhanced uplil

The cellular industry has ongoing initiativamed at technology improvements. We have engingeleévelopment projects to build and
enhance our technology portfolio in many of thesas, including the Long Term Evolution (LTE) prdjéor 3GPP radio technology, further
evolution of the 3GPP WCDMA Standard (including HS, and continuing improvements to the legacy GEMIGE Radio Access
Network (GERAN). The common goal is to improve tiser experience and reduce the cost to operatinareased capacit






reduced cost per bit, increased data rates andeddatency. Of the above technologies, LTE istiost advanced in that it uses the newer
OFDMA/MIMO technologies.

IEEE 802-based Wireless Technologies

Our strong wireless background includes ereging and corporate development activities thati$ogn solutions that apply to other
wireless market segments. These segments prinfialfibyithin the continually expanding scope of tiieEE 802 family of Standards. We are
building a portfolio of technology related to thd. AN, WMAN and digital cellular area that includdeyr example, improvements to the IE
802.11 PHY and MAC to increase peak data rates ([EEE 802.11n), handover among radio access tdopies (IEEE 802.21), mesh
networks (IEEE 802.11s), radio resource measures{HeEE 802.11k), wireless network management (IBEE11v), wireless network
security and broadband wireless (IEEE 802.16, dioly WiMAX wireless technology).

Business Activities

Patent Licensing

Our Patent Portfolio

As of December 31, 2008, our patent portfobosisted of 1,058 U.S. patents (136 of which id$n€008), and 3,792 non-U.S. patents
(571 of which issued in 2008). We also have numepatent applications pending worldwide. As of Deber 31, 2008 we had 1,212
pending applications in the U.S. and 7,782 pendmgU.S. patent applications. The patents and egins comprising our portfolio relate
specifically to digital wireless radiotelephonyheology (including, without limitation, TDMA and/@DMA) and expire at differing times
ranging from 2008 through 2028.

The United States Patent and Trademark Ofti&PTO) permits the filing of “provisional” applitans for, among other reasons,
preserving rights to an invention prior to filingamal “non-provisional” application. Typicallyhe filing of a provisional application is
followed with the filing of a “non-provisional” apipation, which may add content, such as claim lege, to the provisional application, or
may combine multiple provisional applications. TH8PTO, along with other international patent officelso permits the filing of
“continuation” or “divisional” applications, whichre based, in whole or in part, on a previousbdfihon-provisional patent application. Most
of our foreign patent applications are single treatplication filings, which can lead to patentsihof the countries that are parties to a
particular treaty. During 2008, we filed 608 U.&tgnt applications consisting of 192 first filed SUnon-provisional, non-continuation patent
applications, 312 U.S. provisional applications 46d U.S. continuation, continuation-in-part, digigal, reissue or reexamination
applications and US applications claiming priofityn PCT or other non-US applications. Typicallgck new U.S. non-provisional
application is used as the basis for the laterditif one or more foreign applications.

Patent Licenses

Currently, numerous manufacturers supply digiellular equipment conforming to 2G and 3G Stadd. We believe that any of those
companies that use our patented inventions williredicenses from us. While some companies seeksies before they commence
manufacturing and/or selling devices that use aeed inventions, most do not. Consequently, mpeaach companies and seek to
establish license agreements. We expend signifeféot identifying potential users of our inveni®and negotiating patent license
agreements with companies that may be reluctaak®licenses. We are in active discussions witbraber of companies regarding the
licensing of our 2G and 3G-related patents on ddmade basis. During negotiations, unlicensed comggmmay raise varying defenses and
arguments as to their need to enter into a patartde with us, to which we respond. In the paat these defenses and arguments have
included positions by companies: (i) as to the mtsslenature of our patents, (ii) that our royalages are not fair, reasonable or
nondiscriminatory, (iii) that their products do nefringe our patents and/or that our patents ravalid and/or unenforceable, and
(iv) concerning the impact of litigation betweenargl other third parties. If we believe that adiparty is required to take a license to our
patents in order to manufacture and sell produasnight commence legal action against the thirtlygathey refuse to enter into a patent
license agreement.

We offer non-exclusive, royaltyearing patent licenses to companies that manuégdtaport, use or sell, or intend to manufacturgort,
use or sell, equipment that implements the invastimovered by our portfolio of patents. We havet into numerous non-exclusive, non-
transferable (with limited exceptions) patent lisemgreements with companies around the world. Wieeenter into a new patent license
agreement, the licensee typically agrees to pagideration for sales made prior to the effectiviedd the license agreement and also agrees
to pay royalties or license fees on covered pragitizt it will sell or anticipates selling durirfietterm of the agreement. We expect that, for
the most part, new license agreements will follbis model. Our patent license agreements are steetbn a royalty-bearing basis, paid-up
basis or combination thereof. Most of our patergdise agreements are royalty bearing. Most of thgieeements provide for the payment of
royalties on an ongoing basis, based on salesvafred products built to a particular Standard (emence based licenses). Others provid
the payment of royalties on an ongoing basis ifttamufacture, sale or use of the licensed prodficghges one of our patents (infringement
based licenses).

Our license agreements typically contain pimvis which give us the right to audit our licerssdmoks and records to ensure compliance
with the licensees’ reporting and payment obligagiander those agreements. From time to time, #nadi¢és reveal underreporting or
underpayments under the applicable agreementschcases, we might enter into negotiations oruéspesolution
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proceedings with the licensee to resolve the disarey, either of which might lead to payment ofaalll portion of the amount claimed due
under the audit or termination of the license.

We recognize the revenue from per-unit rogalth the period when we receive royalty repodsiflicensees. In circumstances where we
receive consideration for sales made prior to ffereve date of a patent license, we may recogsimsh payments as revenue in the quart
which the patent license agreement is signed. Surtieese patent license agreements provide fondnerefundable prepayment of royalties
which are usually made in exchange for prepaymisabdnts. As the licensee reports sales of covareducts, the royalties are calculated
and either applied against any prepayment, or bequagable in cash. Additionally, royalties on salEsovered products under the license
agreement become payable or applied against pregagrhased on the royalty formula applicable topdmticular license agreement. These
formulas include flat dollar rates per-unit, a ganage of sales, percentage of sales with a pecapiand other similar measures. The
formulas can also vary by other factors includiagitory, covered Standards, quantity and dates sol

Some of our patent licenses are paid-up, raguno additional payments relating to designai@lés under agreed upon conditions. Those
conditions can include paid-up licenses for a pkdbtime, for a class of products, under certaitepts or patent claims, for sales in certain
countries or a combination thereof. Licenses hamime paid-up based on the payment of fixed amaurafter the payment of royalties for
a term. We recognize revenues related to fixed atsoan a straight-line basis.

Some of our patent licenses contain “most fagdicensee” (“MFL") clauses, which permit theditsee to elect to apply the terms of a
subsequently executed license agreement with anpénty that are more favorable than those ofittenkee’s original agreement. The
application of the MFL clause may affect, and galtglcts to reduce, the amount of royalties pag#lyl the licensee. The application of an
MFL clause can be complex, given the varying team®ng patent license agreements.

In addition to patent licensing, we activedek to license know-how both to companies with whegrhave had strategic relationships
(including alliance partners) and to other compsanie

The achievement of our long term strategiectiyes is based on securing 3G patent licenseagmets with a substantial portion, if not
all, of the mobile phone industry. Because the wagbrity of 3G mobile device sales are expecteactur in the future, we believe the
Company is best served by entering into patenbdieeagreements on appropriate economic terms,iesecuring such terms results in
completing the negotiation of any particular liceteter than it otherwise could have been completelgss favorable terms.

2008 Patent License Activity

In second quarter 2008, we entered into admade, non-transferable, non-exclusive, royaltyrb@aconvenience-based patent license
agreement with ASUSTeK Computer Inc., coveringghle of terminal units and infrastructure compliaith 2G, 2.5G, and 3G Standards.

In second quarter 2008, we entered into admade, non-transferable, non-exclusive, royaltyrb@aconvenience-based patent license
agreement with Pegatron Corp. covering the saterofinal units and infrastructure compliant with,Z6G, and 3G Standards.

In fourth quarter 2008, we entered into nookesive, worldwide, royalty-bearing, convenienceséd patent license agreement with
ModeLabs Group covering the sale of terminal uaitd infrastructure compliant with 2G, 2.5G, 3G, #8H 802-based Standards.

In fourth quarter 2008, we entered into nookesive, worldwide, royalty-bearing, convenienceséd, patent license agreement with
iIWOW Connections Pte Ltd covering the sale of taahiunits and infrastructure compliant with 2G,@,%nd 3G Standards.

In fourth quarter 2008, we entered into a lrigderm sheet with Samsung Electronics Co., L{8afsung”) and its affiliates that resolved
the outstanding arbitration issues involving Samy&ieale of 2G products, as well as the 3G pateamsing disputes for Samsung’s sales of
products through 2012. Under the terms of the &reet, we agreed to grant Samsung a paid-up ndusese; worldwide, fixed fee royalty-
bearing license covering the sale of single modaital units and infrastructure compliant with TDMyased 2G Standards that is to become
paid-up in 2010 and a non-exclusive, worldwidegéiXee royalty-bearing license covering the salewhinal units and infrastructure
compliant with 3G Standards through 2012. The ages# also ended the payment disputes regardingBeyissroyalty obligations for sales
of 2G products. Under the terms of the term sigatsung was able to elect one of two defined pat/omions. Subject to
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Samsung’s selection of a payment option and paywfaht first installment of payments due, the igaragreed to move to end all litigations
and arbitration proceedings ongoing between themsunt to the term sheet, in first quarter 20089 ewtered into the 2009 Samsung
Agreement with Samsung, incorporating the terntheterm sheet.

Patent Licensees Generating 2008 Revenues Excettiihgf Total Revenues

In 2008, LG Electronics, Inc. (“LG"), Sharp @oration of Japan (“Sharp”) and NEC Corporatiodapan (“NEC”) comprised
approximately 25%, 16% and 12% of our total 200&neles, respectively.

We are party to a worldwide, non-exclusive/alty-bearing, convenience-based patent licenseeagent with LG covering the sale of
(i) terminal units compliant with 2G and 2.5G TDM#ased and 3G Standards, and (i) infrastructureptiant with cdma2000 technology
and its extensions up to a limited threshold amaounter the terms of the patent license agreerh&hpaid us $95.0 million in each of the
first quarters of 2006, 2007, and 2008. The agretmepires at the end of 2010 upon which LG witlewe a paid-up license to sell single-
mode GSM/GPRS/EDGE terminal units under the paientaded under the license, and become unliceased all other products covered
under the agreement. We are recognizing revenueiassd with this agreement on a straight-line &sim the inception of the agreement
until December 31, 2010.

ITC is a party to a worldwide, non-exclusigenerally nontransferable, royalty-bearing, congroe-based patent license agreement with
Sharp (Sharp PHS/PDC Agreement) covering salesrofinal devices compliant with TDMA-based PHS afxCPStandards. In fourth
quarter 2006, ITC and Sharp entered into an Amentimkich extended the term of the Sharp PHS/PDGAgent from April 2008 to
April 2011. Sharp is obligated to make royalty payrs on sales of licensed products as covered pi®due sold. We recognize revenue
associated with this agreement in the periods weive the related royalty reports.

ITC and Sharp are also parties to a separatielwide, non-exclusive, convenience-based, gelyemahtransferable, royaltpearing pater
license agreement (Sharp NCDMA/GSM/3G Agreemeniedag sales of GSM, narrowband CDMA and 3G proslticat expires upon the
last to expire of the patents licensed under tmeeagent. Sharp is obligated to make royalty paymentsales of licensed products, to the
extent it does not have a royalty credit, as cay@reducts are sold. As part of the 2006 Amendmefetred to in the preceding paragraph,
Sharp made additional lump-sum payments and agoegeepay estimated 2007 royalties on designatied.9éd/e recognized revenue
associated with this agreement in the periodsttigatoyalty reports were received. This licenseagrent expires upon the last to expire of
the patents licensed under this agreement. In 2008ecorded revenues of $36.7 million from Shdmwitch approximately $36.2 million is
attributable to the Sharp NCDMA/GSM/3G Agreemend #re balance is attributable to the Sharp PHS/RD@ement.

ITC is a party to a worldwide, non-exclusigenerally nontransferable, royalty-bearing, narrambCDMA and 3G patent license
agreement with NEC. Pursuant to its patent licemggeement with ITC, NEC is obligated to pay royalton a convenience basis on all sales
of products covered under the license. We recogeizenue associated with this agreement in thegesve receive the related royalty
reports. NEC and ITC are also parties to a sepamteexclusive, worldwide, convenience-based, galyenontransferable, royalty-bearing
TDMA patent license agreement (2G). It is unlikidgit NEC would have any further royalty paymenigdtions under that agreement based
on existing paid-up and other unique provision2008, we recorded revenues of $26.6 million froEQ\all of which is attributable to our
narrowband CDMA and 3G patent license agreement.

Subsequent Event

On January 14, 2009, we entered into the Zifsung Agreement with Samsung, superseding th@biterm sheet signed in
November 2008 by such parties. The 2009 Samsungefgent terminated the 1996 Samsung Agreement. Wineléerms of the 20C
Samsung Agreement, we granted Samsung a non-eselugdridwide, fixed fee royalty-bearing licenseredng the sale of single mode
terminal units and infrastructure compliant with MB-based 2G Standards that is to become paid-@91® and a noexclusive, worldwide
fixed fee royalty-bearing license covering the sdléerminal units and infrastructure compliantw®G Standards through 2012. Pursuant to
the payment option selected by Samsung, Samsuraghesd to pay InterDigital $400.0 million in foegual installments over an 18-month
period. Samsung paid its first $100.0 million itistent in first quarter 2009. Under the terms af 2009 Samsung Agreement, the parties
moved to end all litigation and arbitration procegd ongoing between them.

Patent Oppositions

In high technology fields characterized byidaghange and engineering distinctions, the validitd value of patents are sometimes sul
to complex legal and factual challenges and otheedainties. Accordingly, our patents are subjectncertainties typical of patent
enforcement generally. Third parties have challdrayal continue to challenge the validity of somewf patents in various jurisdictions. The
cost of enforcing and protecting our patent poitfeg significant.




Patent Infringement and Declaratory Judgment Prodegs

From time to time, if we believe any partyésjuired to license our patents in order to mariufacand sell certain digital cellular products
and such party has not done so, we may institged Ection against them. This legal action typictdkes the form of a patent infringement
lawsuit or an administrative proceeding such as&iGn 337 proceeding before the U.S. Internatidmatie Commission (“USITC”). In a
patent infringement lawsuit, we would typically ketamages for past infringement and an injunctgeirsst future infringement. In a USITC
proceeding, we would typically seek an exclusiateorto bar infringing goods from entry into the téwi States, as well as a cease and desist
order to bar further sales of infringing goods thate already been imported into the United Stdtes.response from the subject party can
come in the form of challenges to the validity,@néability, essentiality and/or applicability afrgpatents to their products. In addition, a
party might file a Declaratory Judgment actiongelsa court's declaration that our patents arelishvanenforceable, not infringed by the
other party’s product, or are not essential. Ospoase to such a Declaratory Judgment action ntdyde claims of infringement. When we
include claims of infringement in a patent infringent lawsuit, a favorable ruling for the Compang oasult in the payment of damages for
past sales, the setting of a royalty for futuresalr issuance by the court of an injunction emjgjthe manufacturer from manufacturing
and/or selling the infringing product. As part adettlement of a patent infringement lawsuit agaanthird party, we could typically seek to
recover consideration for past infringement, arahgya license under the patent(s) in suit (as aglither patents) for future sales. Such a
license could take any of the forms discussed above

Contractual Arbitration Proceedings

We and our licensees, in the normal courdmieiness, may have disagreements as to the rigtitstdigations of the parties under the
applicable license agreement. For example, we duoaNg a disagreement with a licensee as to the snodueported sales and royalties. Our
license agreements typically provide for audit tighs well as private arbitration as the mechaff@smesolving disputes. Arbitration
proceedings can be resolved through an award reddsrthe arbitrators or by settlement betweemptrdes. Parties to an arbitration might
have the right to have the Award reviewed in a toficompetent jurisdiction. However, based on mupblicy favoring the use of arbitratic
it is difficult to have arbitration awards vacamdmodified. The party securing an arbitration advaray seek to have that award converted
into a judgment through an enforcement proceedihg. purpose of such a proceeding is to securegmjadt that can be used for, if need be,
seizing assets of the other party.

Technology Solutions Development

We have designed, developed and placed irgcatipn a variety of advanced digital wireless teghgies, systems and products since our
inception in the early 1970s. Over the course oftostory, our strength has been our ability tolesepemerging technologies, identify needs
created by the development of advanced wirelegemgsand build technologies for those new requirdme

Today, we are focusing our technology solgtidavelopment efforts on advanced cellular techgieto This includes developing 3G
WCDMA technologies, including HSDPA/HSUPA implemations, and the 3GPP LTE technology. Our SlimChipify of mobile
broadband modem solutions integrates 2G GSM/GPRSEESDblutions, which we have licensed from Infineath our advanced 3G
technology (WCDMA/HSDPA/HSUPA). Our SlimChip moblkeoadband modem solutions consist of SlimChipbi®gddband modem
intellectual property know-how), SlimChip ICs (higkrformance baseband ICs), SIimChip Referencédrtas (chipsets, software, and
reference designs) and SlimChip embedded modules.

We also develop advanced IEEE 802 wireleds@ogies, in particular technology related to WLANd digital cellular applications that
include data rate and latency improvements to IBEE 11, handover among radio access technolodi&(B02.21) and wireless network
management and security. For example, we have @@s@la mobility solution based on 802.21 that gyeatproves handover performance
between WiBro (a Korean version of mobile WiMAX)dABMTS networks.

We recorded expenses of $101.3 million, $&7illion and $65.4 million during 2008, 2007, anddBQrespectively, related to our research
and development efforts. These efforts foster itieas which are the basis for many of our patefsa result of such patents and related
patent license agreements, in 2008, 2007 and 2086ecognized $216.5 million, $230.8 million and$4 million of patent licensing
revenue, respectively. In addition, in 2008, 2007 2006, we recognized technology solutions resgmataling $12.0 million, $3.4 million
and $6.9 million, respectively.




3G WCDMA/HSDPA/HSUPA Technology and Product Salati@evelopment

We have developed for sale or license our 8mChip family of mobile broadband solutions, whisupports digital cellular functionali
for 2G and 3G, including HSDPA and HSUPA. In adititiwe continue to support other customers in agief their 3G offerings.

The InterDigital SlimChip family of productsgports functionality compliant with R6 HSDPA an&HPA technologies. The family of
SlimChip products includes:

. SlimChip High Performance Baseband
. Slim modem architecture optimized for mobile broaab device:
. Advanced receiver technology and receive diveffsitysuperior ce-edge performance and interference mitiga
. Powe-efficient design using advanced battery savingrgples

. SlimChip Reference Platforn

. Complete chipsets, software and reference defigmsobile broadband devices, such as ExpressCd@B sticks and mini
cards for notebooks and UMP!

. Production tools for calibration, debug, softwapgtades

. Integration, verification, certification, and tesgisupport plus ¢-going maintenance progra
. SlimChip Modem IP that is proven in silici

. 2G and 3G physical laye

. Dual mode protocol stack with InterR/

. Optimized integration of GSM/GPRS/EDGE/WCDMA/HSDIMHSUPA

Our SlimChip technology solutions feature k1§ modem architecture where the modem — whichvjites core wireless connectivity —
is separated from the applications processor arighmal functions. This approach allows terminait mmanufacturers to customize the
modem, in a rapid and cost-efficient manner, ta#igemobile broadband devices such as data cardart phones or feature phones.

SIlimChip technology solutions feature advaneamiver technology with receive diversity, pramig superior interference mitigation
resulting in higher data speeds and better covetagwecustomer trials, the SIimChip Reference PlatformanrExpress Card form factor t
delivered true mobile broadband performance witia dpeeds of up to 7.2 Mbps in the downlink and\bps in the uplink. The SIimChip
design supports speeds up to 10 Mbps in the dolwalil 5.7 Mbps in the uplink.

The Company continues to conduct interopetgh#ésting against various 2G/3G network vendedsiipment, pre-certification efforts of
its SlimChip modem chipset and reference platfontiuding ETSI conformance tests for GCF (Globattffieation Forum) certification
testing and continues to conduct additional custamaluations and testing. In October 2008, we anoed that, due to the rapidly changing
landscape of suppliers and customers of digitattasd technology, we were evaluating a number tidrap for the modem portion of our
business. These options could include an acquisitiqpartnership to achieve the appropriate scedeled to succeed in the market, or the
disposition of the modem product portion of ouribass through a sale or closure. We continue ttuatathese options, and while we have
had substantive discussions with potential couattigs, we have not made a final determinatiorhefrhost appropriate option to pursue.

Continuing Technology and Standards Development

Recognizing the need continually to improveadates, coverage and capacity, work is curramtjerway within 3GPP on further
evolution of the WCDMA Standards, including evotutiof HSPA (HSDPA/HSUPA) to downlink data rate20f40 Mbps and uplink data
rates of approximately 10 Mbps. Releases 7 an@ &xqvected to address incremental performance iraprents to WCDMA and HSPA
(HSDPA/HSUPA) including the incorporation of MIMGa other data throughput and latency improvememispawer saving features.

In addition, work continues on a longer temitiative, Evolved UTRA/UTRAN (UMTS Terrestrial RedAccess/ UMTS Terrestrial Radio
Access Network), also known at Long Term EvolutiorL TE. The objectives of this initiative are mambitious, targeting peak data rates of
300 Mbps in the downlink and 75 Mbps in the uplimkproved spectrum efficiency, significantly reddatata latency, and scalable
bandwidths from as low as 1.25 MHz to as high abB{z. We are actively participating in the HSDPAMISA and LTE Standards activities
and have launched internal projects to developablenology necessary to support the new performagmérements.

Wireless LAN, Mobility and Security

As part of our broader technology developnaativities, we are developing solutions addresSiHgAN technology and mobility between
WLAN and cellular networks. These projects suppativities within the IEEE 802, ITU and 3GPP netiwarchitecture working groups.
Technology development areas include improvementiset 802.11 PHY and MAC to increase peak dats @&, IEEE 802.11n),
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handover between radio access technologies &EE 802.21), mesh networks, wireless network mamagé and wireless network and
device security.

3G WCDMA Technology Solutions Customers and Partney

Infineon Technologies AG

We jointly developed and continue to suppdGaprotocol stack for use in terminal units unoler 2001 cooperative development, sales
and alliance agreement with Infineon Technologi€s (fnfineon). This 3G protocol stack interfaceshnéiisting GSM/GPRS/EDGE protoc
stack software to provide dual-mode (2G/3G) prottstack functionality, supports Infineon’s 3G baaeth processor, and is portable to other
baseband processors. Together with Infineon, wepteted the full duathode WCDMA/FDD release 99 protocol stack in 2008isTprotoco
stack solution has been commercially deployed amtirtues to be offered to 3G mobile phone and semdiactor producers. The technology
is operating on commercial networks around the dvdife have supported Infineon with interoperabiiggting and continue to support
product launch and certification with field supp@odftware support and lab testing. In fourth gera2005, we extended our 3G protocol stack
relationship with Infineon to include the joint adopment and commercialization of upgraded, Statsdaompliant Release 5 protocol stacks
with HSDPA functionality. In the first quarter 0026, we further extended our 3G protocol stacktiaahip with Infineon to include joint
development and commercialization of an upgradehdards-compliant Release 6 protocol stack taidte HSUPA functionality.

Also in fourth quarter 2005, we entered intoesv agreement with Infineon permitting us indepearily to offer a complete dual-mode
GSM/GPRS/EDGE and WCDMA/HSDPA integrated protodatk to the market. Under the agreement, we haeadied Infineon’s legacy
GCF<certified GSM/GPRS/EDGE protocol stack, which we aow able to license to customers in combinatith wur evolving 3G protoct
stack and baseband offering. This provides ushiiityato offer a comprehensive Standards-complM@DMA Release 5 dual-mode
protocol stack, as well as a complete 3G physeapiplication layer modem solution. In additiof@€@F certification, the GSM/GPRS/EGI
protocol stack has 75 type approvals and has caetbieteroperability testing with more than 80 aiers in 40 countries worldwide.

In fourth quarter 2006, we announced an aoititi expansion of our relationship with Infineorhexeby we have licensed Infineon’s field-
proven GSM/GPRS/EDGE baseband modem, the S-GOLB(&)d have also licensed the layer one controlveoé (in addition to the
protocol stack software which had previously beéeenised). This provides us with the ability to offecomprehensive Standards-compliant
2G/3G modem solution. Under the terms of the ex¢drabreement with Infineon, we have the right ®the Infineon 2G technology in our
own modem offering or to sublicense the technolimgthird parties developing their own 2G/3G moddferings. We also gain access to all
of the applicable design specifications, sourceecatl other design data for Infineon’s integrat&MBGPRS/EDGE baseband and protocol
stack technology, including the S-GOLD(R) 3 basebamcessor ASIC design with support for InfineoRs, Power Management and
Connectivity modules as well as related components.

General Dynamics C4 Systems

In December 2004, we entered into an agreemigmiGeneral Dynamics C4 Systems (formerly knowrGeneral Dynamics Decision
Systems, Inc.) (General Dynamics) to serve as eogiitactor on the Mobile User Objective System (Mi)@rogram for the U.S. military.
MUOS is an advanced tactical terrestrial and setelbmmunications system utilizing 3G commercalludar technology to provide
significantly improved high data rate and assur@dmunications for U.S. war fighters.

Under the Software License Agreement (SLA)debvered to General Dynamics Standards-compiid@DMA modem technology,
originating from the technology we developed unalaroriginal agreement with Infineon, for incorptioa into handheld terminals. The SLA
provided for the payment of $18.5 million in excharfor delivery of, and a limited license to, oonunercial technology solution for use
within the U.S. Government’s MUOS and Joint TadtRadio System programs. Maintenance and prodaictitrg were also covered by this
amount. A majority of our MUOS program deliverabéesl related payments occurred during 2005. We tagpdelivery of our technology
solution in 2006. In addition to the deliverablpedfically identified in the SLA, we originally aged to provide software maintenance
services for a period of three years and addititutare services as requested by General Dynatnidsurth quarter 2006, General Dynamics
agreed to amend the SLA to release us from ourteramce obligations over the final two years of$hé\, in exchange for a $0.5 million
reduction to their remaining payments and provisibiimited engineering support services. We redoggh approximately $0.9 million in
fourth quarter 2006 as a result of this amendment.

NXP Semiconductors B.V. (formerly Philips Semicotuats)

In August 2005, we entered into an agreemétht MXP (formerly Philips Semiconductors B.V.) teliver our physical layer HSDPA
technology solution to NXP for integration into feamily of Nexperia™ cellular system chipsets. Untie agreement, we will also agree to
assist NXP with chip design and development, softwaodification and system integration and testingnplement our HSDPA technology
solution into the NXP chipset. Subsequent to olivelsy of portions of our HSDPA technology solutjome agreed to provide NXP support
and maintenance over an aggregate estimated paEragmproximately two years.
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SK Telecom

As part of our technology development, fromdito time we develop technology solutions for costrs that are complementary to our
existing development programs. For example, in bde 2006 we announced that SK Telecom, Koreadingamobile communications
Company, had chosen InterDigital to develop an aded mobility solution for nationwide session coatiy. The mobility solution, based on
IEEE 802.21 Standards, will support nationwide tmaseal for SK Telecom’s customers when moving betwagBro (a Korean version of
mobile WiMAX) and UMTS networks throughout the coyn InterDigital’s solution, based on the IEEE &P Standard for Media
Independent Handoff, includes both the system demigl the software solution for dual mode WiBro/UBErminal units.

In January of 2008, the Company and SK Teleertanded the collaboration to develop additionabite wireless handover capability
adding features to enhance a seamless mobilitydaetwifferent radio technologies including WiBrayllUS and cmda2000.

All of the above programs have provided vdlmaof the technology and access to third partylifees and resources, and helped to
broaden the awareness of the Company as a develbadvance wireless inventions.

Other Customers

In January 2008, the Company licensed its Ghiip solutions to a leading Asian fabless semicotwiucompany for integration into the
licensee’s dual-mode ICs. Under the licensing ages#, we provided a complete UMTS 3GPP Releasedemdechnology and customer
support.

In June 2008, a mobile broadband module compatected the SlimChip IC modem solution for imgtmn in the customes’leading USI
modems and advance wireless modules that enalilespiged mobile broadband connectivity in laptogs@her portable devices.

The Company is also in active dialog and mestvith several potential customers for both iisn&hip modem IP, and its SlimChip
baseband IC solutions.

Future Technology Partnerships and Acquisitions

In addition to our internal research and depalent programs, we pursue a number of channélséstigate, develop and acquire new
architectures and technologies for wireless systd@imasse efforts include advanced air interfacerneldgies and new technologies that may
support new network architectures and interopatglb@chniques such as collaborative communicatioognitive radio and seamless
connectivity. For example, national and internagiamiversity relationships have provided us adddil opportunities to explore new
technologies and license intellectual property adements that we sponsored.

We maintain an active corporate developmeogqam that seeks further investment opportunitigec¢hnologies that can enhance the
attractiveness and profitability of our technolapfutions. We have also engaged in selective aitignis to enhance our intellectual property
portfolio and/or accelerate our time-to-market.

Competition

Our patent portfolio is unique. We do not cetepin a traditional sense with other patent haltiecause other patent holders do not have
the same rights to the inventions and technologmesmpassed by our patent portfolio. However, wivemsing our patent portfolio, we
compete with other patent holders for a share yHlties that face practical limitations. We beli¢hat licenses under a number of our patents
are required to manufacture and sell 2G and 3GyatsdHowever, numerous companies also claim ket hold essential 2G and 3G
patents. To the extent that multiple parties atksmyalties on the same product, the manufactunessclaim to have difficulty in meeting tl
financial requirements of each patent holder. ljpghst, certain manufacturers have sought antéxeshptions to act collectively on a
voluntary basis. In addition, certain manufactuteage sought to limit aggregate 3G licensing feemies for essential patents.

We compete in a wireless communications markatacterized by rapid technological change, featjproduct introductions, evolving
industry Standards and, in many products, priceieno Further, many current and potential compegtitoay have advantages over us,
including (i) existing royalty-free cross-licengescompeting and emerging technologies; (ii) long@erating histories and presence in key
markets; (iii) greater name recognition; (iv) acceslarger customer bases; (v) economies of sealecost structure advantages; and
(vi) greater financial, sales and marketing, maotufidng, distribution, technical and other resosréehe communications industry continues
to be dominated by entities with substantial masketre. That share advantage provides pricing aalgas, brand strength and technological
influence. In addition, the combination of the netrlynamics described above is driving many ingysarticipants to consolidate. This
consolidation may affect the timing or ability dird parties to purchase products or license teloggdrom us. We also face competition
from the in-house development teams at the semimiaodand wireless device manufacturing compatiasrhay be developing technology
that is competitive with our offering. In additiomew competitors may enter the market. Some maturéxs that develop the technology for
their own products may choose to license that teldgy to other manufacturers. In addition, as atgmeproportion of wireless 3G cellular
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devices incorporate traditional computing applimasi and IEEE wireless technologies (e.g., 802.02,1%, 802.16), semiconductor
companies that have traditionally focused on priogthipsets to these industries may enter thed@l@lar market with baseband solutions
well.

Employees

As of December 31, 2008, we employed 379 eymas. None of our employees are represented begtdee bargaining unit. In additiol
we have contracted other companies to provide tisadditional engineering resources. As of Decertie2008, these companies provided
us with approximately 121 full time equivalents.

Geographic Concentrations

During 2008, 2007 and 2006, revenue from doimesstomers was $10.9 million, $6.7 million arRISmillion, respectively, representing
5%, 3% and 1% of our total revenues of $228.5 amilli$234.2 million, and $480.5 million, respectivedDuring these periods, Asian-based
customers comprised 84%, 80% and 39% of total iee®respectively, and European-based customengrisaa 3%, 11% and 59% of total
revenues, respectively.

At December 31, 2008 and 2007, we held $148l#n, or 98%, and $130.2 million or 97%, respeely, of our property and equipment,
patents and other intangible assets in the UnitatbSof America, net of accumulated depreciatimhamortization. We also held $2.6
million and $4.3 million, respectively, of properynd equipment, net of accumulated depreciatioGanada.

Item 1A. RISK FACTORS.

We face a variety of risks that might affeat business, financial condition, operating resoitany combination thereof. Although many
of the risks discussed below are driven by factioas we cannot control or predict, you should aahefconsider the identified risks before
making an investment decision with respect to ammon stock. In addition to the risks and unceti@gnidentified elsewhere in this Form
10-K as well as other information contained hereagh of the following risk factors should be cdeséd in evaluating our business and
prospects. If any of the following risks or uncertaes occur or develop, our business, resultspefations and financial condition could
change. In such an event, the market price of oonmeon stock could decline and you could lose afiat of your investment. The following
discussion addresses those risks that managemavdseare the most significant and that mightetfteir business, financial condition or
operating results, although there are other risksdould arise or might become more significaahthnticipated.

Risks Relating to Our Revenues and Cash Fl

Challenges Relating to Our Ability to Enter into New License Agreements Could Cause Our Revenues an@$h Flow to Decline.

We face challenges in entering into new pdteahse agreements. During discussions with unied companies, significant negotiation
issues arise from time to time. For example, mastufars and sellers of 2G products could be refidtaenter into a license agreement
because such companies might be required to maigmificant payments for unlicensed past sales.edeer, a significant part of our TDMA
patent portfolio expired in 2006. Also, certaintloé inventions we believe will be employed in 3Gdurcts and other future technologies are
the subject of our patent applications where nemdtas been issued yet by the relevant paterdwewy authorities. Certain prospective
licensees are unwilling to license patent righterpgio a patent’s issuance. Additionally, in thelioary course of negotiations, in response to
our demand that they enter into a license agreemenrtufacturers raise different defenses and argtemecluding, but not limited to,

(i) claims by third parties challenging the essamature of our patents, (ii) claims that thewgucts do not infringe our patents or that our
patents are invalid or unenforceable, (iii) cerfa@ents should be excluded from the license diiv)royalty rates are not fair, reasonable or
nondiscriminatory, and (v) the potential impacttthay litigation or arbitration in which we are wived might have on such manufacturers.
We cannot assure that all prospective licenseddwipersuaded during negotiations to enter irgatant license agreement with us, either at
all or on terms acceptable to us.

In addition, our financial condition and optémg results could continue to fluctuate becausa Gignificant portion of our licensing
revenues are currently dependent on sales bya@amdees that are outside our control and that dmittegatively affected by a variety of
factors, including global and/or country-specifemaomic conditions, buying patterns of end usesg)petition for our licenseegroducts an
any decline in the sale prices our licensees redeivtheir covered products; (ii) the strengttoof patent portfolio could be weakened
through patents being declared invalid, our cldiming narrowed, changes to the Standards and patentand regulations and adverse court
or arbitration decisions; (jii) it is difficult tpredict the timing and amount of licensing reveassociated with past infringement and new
licenses, and the timing, nature or amount of reesrassociated with strategic partnerships; (ivjnight not be able to enter into additional
or expanded strategic partnerships, either atrahacceptable terms; and (v) our markets areesuli) increased competition from other
products and technologies. In addition, our opegatésults also could be affected by (i) generahemic and other conditions that cause a
downturn in the market for the customers of ouidpieis or technologies or (ii) increased expensatsabuld result from factors
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such as increased litigation and arbitration c@atipns designed to keep pace with technologypaoduct market targets or strategic
investments. Further, due to the fact that our rgpse are relatively fixed, variations in revenwarfra small number of customers could cause
our operating results to vary from quarter to gerai®ur revenue and cash flow also could be affieloye(i) the unwillingness of any licensee
to satisfy all of their royalty obligations on ttegms or within the timeframe we expect or a decimthe financial condition of any license

(ii) the failure of 2G/2.5G and 3G sales to meetkatforecasts due to global economic conditiondtipal instability, competitive
technologies or otherwise. The foregoing factoesdifficult to forecast and could adversely affeath our quarterly and annual operating
results and financial condition.

Challenges Relating to Our Existing License Agreenmts Could Cause Our Revenue and Cash Flow to Decéin

Revenue and cash flow from existing and p@eélitensees might be affected by challenges tarderpretation of provisions of license
agreements. Such challenges or difficulties coegalit in rejection or modification of license agremts or the termination, reduction and
suspension of payments.

The licenses granted to and from us undemabeu of our license agreements include only patiatisare either filed or issued prior to a
certain date, and, in a small number of agreemenyaljties are payable on those patents for a Bpédime period. As a result, there are
agreements with some licensees where later paemntsot licensed by or to us under our licenseeagests. In order to license these later
patents, we will need to extend or modify our lisemgreements or enter into new license agreemithtthe licensees. We might not be a
to modify the license agreements in the futurédenise any later patents or extend the date(sictwrporate later patents without affecting the
material terms and conditions of our license agexgmwith such licensees.

Some of our license agreements have fixedgevte will need to renegotiate license agreemeiitsfixed terms prior to the expiration of
the license agreements and, based on various $aatotuding the technology and business needsamgetitive positions of our licensees,
we might not be able to renegotiate the licenseeagents on similar terms, or at all. In order tontadn existing relationships with some of
our licensees, we might be forced to renegotiatnbe agreements on terms that are more favoratiie ticensees, which could harm our
results of operations. If we fail to renegotiate icense agreements, we would lose existing lieeasand our business would be materially
adversely affected.

Our licenses could contain provisions that M@ause the licensesbbligation to pay royalties to be reduced or suged for an indefinit
period, with or without the accrual of the royadyligation. For example, existing license agreemenuld be renegotiated or restructured
based on MFL or other provisions contained in thgliaable license agreement. The assertion or isakd any such provisions under exist
agreements could affect our cash flow and/or thénty and amount of future recurring licensing rayen

Setbacks in Defending and Enforcing Our Patent Rigts Could Cause Our Revenue and Cash Flow to Decline

Major telecommunications equipment manufactuhawve challenged, and we expect will continuehtallenge, the validity and
infringement of our patents. In some instancesaagenf our patent claims have been declared idvalisubstantially narrowed. We cannot
assure that the validity of our patents will be m@ined or that any of the key patents will be deieed to be applicable to any particular
product. Any significant adverse finding as to #adidity or scope of our key patents could resulthie loss of patent licensing revenue from
existing licensees and could substantially impairability to secure new patent licensing arrangese

For example, we are engaged in a proceediamstgNokia in the USITC alleging that Nokia engagean unfair trade practice by selling
for importation into the United States, importimga the United States and selling after importatiaa the United States certain 3G mobile
handsets and components that infringe four of Diggtal’'s patents. If we are delayed or unsuccdsafthis matter, we might be delayed in
collecting, collect less than we expect or be umadblcollect royalties from Nokia on its sales & Broducts. Any significant adverse outcc
in the Nokia litigation could also substantiallypair our ability to renew existing license agreetaen secure new licensing arrangements
with other parties.

Royalty Rates Could Decrease for Future License Agements.

Certain licensees and others in the wireledsstry, individually and collectively, are demamgithat royalty rates for 2G and 3G patents
be lower than historic royalty rates and, in somges, that the aggregate royalty rates for 2G @gr8ducts be capped. A number of
companies have made claims as to the essentiaknatttheir patents with respect to products fer 36 market. Both the increasing number
of patent holders of 3G and future technologiestapcefforts, if successful, by certain industrymbers and groups to reduce and/or place
caps on royalty rates for 2G, 3G and future teabgielk could result in a decrease in the royaltysrate receive for use of our patented
inventions, thereby decreasing future anticipags@nue and cash flow.

Our Revenues Are Derived Primarily from a Limited Number of Patent Licensees.

We earn a significant amount of our revenuesfa limited number of licensees, and we expeattdtsignificant portion of our revenues
will continue to come from a limited number of lis=es for the foreseeable future. In the evenbongore of these licensees fail to meet
their payment or reporting obligations under thegpective license agreements, we lose any of tleesesees or our revenues from these
licensees decline, our future revenue and cashdtovid be materially adversely affected.
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It Is Difficult for Us to Verify Royalty Amounts Ow ed to Us Under Our Licensing Agreements, and This Mht Cause Us to Lose
Revenues.

The standard terms of our license agreementsne our licensees to document the manufactutesale of products that incorporate our
technology and report this data to us on a qugrtexsis. Although our standard license terms gés¢éha right to audit books and records of
our licensees to verify this information, audits ¢8 expensive, time consuming, flawed and poténtatrimental to our ongoing business
relationship with our licensees. Our license coamdie program randomly audits licensees to indepdiydeerify the accuracy of the
information contained in their royalty reports im éffort to decrease the likelihood that we wilt neceive the royalty revenues to which we
are entitled under the terms of our license agreesnbut we cannot give assurances that the ramdatits will be effective to that end.

Risks Relating to Our Expense

Due to the Nature of Our Business, We Could Be InVeed in a Number of Litigation, Arbitration and Adm inistrative Proceedings.

While some companies seek licenses beforedbeynence manufacturing and/or selling devicesubatour patented inventions, most do
not. Consequently, we approach companies and se=ktdblish license agreements for using our invest We expend significant effort
identifying potential users of our inventions arejatiating license agreements with companies thgitnbe reluctant to take licenses.
However, if we believe that a third party is redirto take a license to our patents in order toufsature, sell or use products, we might
commence legal or administrative action againsthiivd party if they refuse to enter into a licemggeement. In turn, we could face
counterclaims that challenge the essential natuogopatents, that our patents are invalid, unefable or not infringed or that our royalty
rates are not fair, reasonable or nondiscriminatésya result of enforcing our IPR, we could bejsabto significant legal fees and costs,
including the costs and fees of opposing counsegitain jurisdictions if we are unsuccessful. didition, litigation, arbitration and
administrative proceedings require significant kayployee involvement for significant periods of éimvhich could divert these employees
from other business activities.

In addition, the cost of defending our intetleal property has been and might continue to fpaifstant. Litigation might be required to
enforce our intellectual property rights, proteat trade secrets, enforce patent license and amifality agreements or determine the vali
and scope of proprietary rights of others. In d@dditthird parties could commence litigation agaims seeking to invalidate our patents or to
have determined that our patents are not infringedre not essential or invalid or unenforcealkea result of any such litigation, we could
lose our proprietary rights or incur substantiadxpected operating costs. Any action we take ttepteur intellectual property rights could
be costly and could require significant amounttiroé by key members of executive management aret gégrsonnel that, in turn, could
negatively affect our results of operations. Momthird parties could circumvent certain of oatgnts through design changes. Any of
these events could adversely affect our prospect®élizing future revenue.

Any Disposition of Our Modem Business Could Resulnh Charges or Expenditures.

Due to the rapidly changing landscape of digiaseband technology, we are evaluating a nuofligstions for the modem portion of our
business, which could include the disposition af medem business through a sale or closure. Amodition could result in an impairment
of assets related to the modem business and clsaldesult in a repositioning charge and a sigaiftaeduction to our technology solutions
revenue.

We Might Face Claims by Third Parties That We Infringe Their Intellectual Property.

A number of third parties publicly have claunthat they own patents essential to various wsgefetandards. Certain of our technology
solutions are designed to comply with these Stateddf any of our technology solutions are foundhfoinge the intellectual property rights
of a third party, we could be required to redesdlgntechnology solutions, take a license from kil tparty, pay damages to the third party or
indemnify a customer or supplier for its damagestber losses. If we are not able to negotiateemBe and/or if we cannot economically
redesign the technology solutions, we could beipitg#d from marketing the technology solutionsthis case, our prospects for realizing
future revenue could be adversely affected. If veeraquired to obtain licenses and/or pay royattesne or more patent holders, this could
have an adverse effect on the commercial implertientaf our wireless technology solutions. In addit the associated costs to defend such
claims could be significant and could divert thieation of key executive management and other peelo

Risks Related to Our Business Strategy, Markets &wanpetition

The Outcome of Potential Domestic Patent Legislatip USPTO Rule Changes, International Patent Rule Gdnges and Third Party
Legal Proceedings Might Affect Our Patent Prosecutin, Licensing and Enforcement Strategies.

Changes to certain U.S. patent laws and régogmight occur in the future, some or all of elhimight affect our patent costs, the scope
of future patent coverage we secure and remedieniglg be awarded in patent litigation, and migdguire us to reevaluate and modify our
patent prosecution, licensing and enforcementegji@s. As in prior years, the U.S. Congress mighsier modification of select patent laws
relating to, among other things, how patent damagesalculated and the procedures for challengsged patents and where patent lawsuits
can be filed in the United States. Additionallyerth have been recent U.S. Supreme Court and atherrelings relating to, among other
things, the standard for determining whether aemtion is obvious, which is a key issue when agsgss
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patentability of new inventions and validity of issl patents, the ability of a patent holder to inbtgunctive relief against infringers and the
ability of patent licensees to challenge the patentder which they are licensed. The ruling coriagrimjunctions might make it more
difficult, under some circumstances, for us to obiajunctive relief against a party that has bé&mmd to infringe one or more of our patents,
and the ruling regarding patent challenges by §ees could potentially make it easier for our lgg®s to challenge our patents even though
they have already agreed to take a license. Irtiaddthe potential effect of rulings in legal pesdings among third parties might affect our
licensing program. We continue to monitor and eadwour prosecution, licensing and enforcementegties with regard to these proposals
and changes.

We Depend on Key Senior Management, Engineering addcensing Resources.

Our future success depends largely upon théreed service of our directors, executive officand other key management and technical
personnel. Our success also depends on our dbildgntinue to attract, retain and motivate quadifpersonnel with specialized licensing,
engineering and other skills. The market for symrslized talent in our industry is extremely catitve. In particular, competition exists
for qualified individuals with expertise in licemgj and with significant engineering experienceghutar and air interface technologies such
as WCDMA. Our ability to attract and retain quadipersonnel could be affected by any adverseidasit any litigation or arbitration and
by our ability to offer competitive cash and equigmpensation and work environment conditions. feflare to attract and retain such
persons with relevant and appropriate experienatldaterfere with our ability to enter into newedinse agreements and undertake additional
technology and product development efforts, as agbur ability to meet our strategic objectives.

We Might Engage in Acquisitions or Strategic Transations or Make Investments That Could Result in Sigificant Changes or
Management Disruption and Fail to Enhance Shareholer Value.

We continue to evaluate and might acquirerigssies, enter into joint ventures or other stratieghsactions and purchase equity and debt
securities, including minority interests in pubji¢taded and private companies and corporate boatts. Most strategic investments entail a
high degree of risk and will not become liquid Unbre than one year from the date of investméiat, all. Acquisitions or strategic
investments might not generate financial returngesult in increased adoption or continued usaiotechnologies. In addition, other
investments might not generate financial returnsigiht result in losses due to market volatilitye general level of interest rates and infle
expectations. We could make strategic investmengsiily-stage companies, which require us to caestel or record our share of the
earnings or losses of those companies. Our shameyo$uch losses would adversely affect our firelmeisults until we exit from or reduce
exposure to these investments.

Achieving the anticipated benefits of acquasis depends in part upon our ability to integtateacquired businesses in an efficient and
effective manner. The integration of companies tt@ate previously operated independently might tasidignificant challenges, and we
might be unable to accomplish the integration stngair successfully. The difficulties of integragicompanies include, among others:

. retaining key employee

. maintenance of important relationshi

. minimizing the diversion of managem’s attention from ongoing business matt
. coordinating geographically separate organizati

. consolidating research and development operatard

. consolidating corporate and administrative infrastires.

We cannot assure you that the integratiorcqfiled businesses with our business will resutherealization of the full benefits
anticipated by us to result from the acquisitiore Wight not derive any commercial value from thguaed technology, products and
intellectual property or from future technologiexlgproducts based on the acquired technology andé&ilectual property, and we might be
subject to liabilities that are not covered by imaéfication protection we might obtain.

Our Industry Is Subject to Rapid Technological Charge, Uncertainty and Shifting Market Opportunities.

Our market success depends, in part, on alityab define and keep pace with changes in induStandards, technological developments
and varying customer requirements. Changes in tnd@andards and needs could adversely affealelielopment of, and demand for, our
technology, rendering our technology currently urdivelopment obsolete and unmarketable. The Easent applications comprising our
portfolio have fixed terms and, if we fail to anmgiate or respond adequately to these changes thitbeglevelopment or acquisition of new
patentable inventions, patents or other technolagycould miss a critical market opportunity, reidgcor eliminating our ability to capitalize
on our patents, technology solutions or both.

Our Technologies Might Not Be Adopted By the Marketor Widely Deployed.

We invest significant engineering resourcethndevelopment of advanced wireless technologyralated solutions. These investments
might not be recoverable or might not result in megful revenue if products based on the techne®@i which we invest are not widely
deployed. Competing digital wireless technologiegld reduce the opportunities for deployment ohtextogies we develop. If
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the technologies in which we invest are not adoptale mainstream markets or in time periods waeek or if we are unable to secure
partner support for our technologies, our busin@sancial condition and operating results coulcabeersely affected.

The Markets for Our Technology Solutions Might Failto Materialize in the Manner We Expect.

We are positioning our current developmenjqats for the evolving advanced digital wirelesgkets. Certain of these markets might
continue to develop at a slower rate or pace thaexpect and might be of a smaller size than weexjn addition, there could be fewer
applications for our technology and products thanewxpect. The development of advanced wirelessetsmeiso could be affected by general
economic conditions, customer buying patterns, ltimes of equipment development, pricing of advdnegeless infrastructure and mobile
devices, rate of growth in telecommunications s&wiand the availability of capital for, and thghhcost of, radio frequency licenses and
infrastructure improvements. Failure of the marketour technologies and/or our products to mate to the extent or at the rate we ex
could reduce our opportunities for sales and licenand could materially adversely affect our ldegn business, financial condition and
operating results.

Market Projections and Data are Forward-Looking in Nature.

Our strategy is based on our own projectiontb@n analyst, industry observer and expert prigest which are forward-looking in nature
and are inherently subject to risks and unceresniThe validity of their and our assumptions,titming and scope of the 3G and future
markets, economic conditions, customer buying padtdimeliness of equipment development, pricihgroducts, growth in wireless
telecommunications services that would be delivere8G devices and availability of capital for adtructure improvements could affect
these predictions. The inaccuracy of any of thesgeptions could adversely affect our operatingitssand financial condition. In addition,
market data upon which we rely is based on thirtypaports that might be inaccurate.

We Face Substantial Competition from Companies witlGreater Resources.

Competition in the wireless telecommunicationustry is intense. We face competition from camips developing other and similar
technologies, including existing companies witthimise development teams and new competitors tménket. Many current and potential
competitors might have advantages over us, inctudinhexisting royalty-free cross-licenses to catipg and emerging technologies;

(i) longer operating histories and presence in ikaykets; (iii) greater name recognition; (iv) a&xéo larger customer bases; (v) economi
scale and cost structure advantages; and (vi)eréaancial, sales and marketing, manufacturimgfridution, technical and other resources.
In particular, our more limited resources and cdjtiids might adversely affect our competitive gasi if the market were to move toward -
provision of an existing complete technology platicolution that larger equipment manufacturersethtae ability to provide.

Our Technology and Product Development Activities Nght Experience Delays.

We might experience technical, financial, tese or other difficulties or delays related to theher development of our technologies and
products. Delays might have adverse financial &faad might allow competitors with comparable tetbgy and/or product offerings to
gain a commercial advantage over us. There cam assurance that we will continue to have adecgtaféng or that our development effc
will ultimately be successful. Moreover, our tectogies have not been fully tested in commercial asé it is possible that they might not
perform as expected. In addition, we might expegemdverse effects due to potential delays or emiabtaining export licenses for the
transfer of certain of our technologies, which ntiga deemed controlled technology under U.S. exgamtrol laws, to certain countries. In
such cases, our business, financial condition g@edading results could be adversely affected amdbility to secure new customers and
other business opportunities could be diminished.

We Rely on Relationships with Third Parties to Deviep and Deploy Technology Solutions.

Successful exploitation of our technology $iohs is partially dependent on the establishmadtsiccess of relationships with equipment
producers and other industry participants. Delayfsiture to enter into licensing or other relatbips to facilitate technology development
efforts or delays or failure to enter into techrggldicensing agreements to secure integration ditiathal functionality could impair our
ability to introduce into the market portions ofragechnology and resulting products, cause us s writical market windows or impair our
ability to remain competitive.

Other Risks

Currency Fluctuations Could Negatively Affect Future Product Sales or Royalty Revenues or Increase theS. Dollar Cost of Our
Activities and International Strategic Investments.

We are exposed to risk from fluctuations irrencies, which might change over time as our lmssirpractices evolve, that could impact
our operating results, liquidity and financial cdiah. We operate and invest globally. Adverse mogats in currency exchange rates might
negatively affect our business due to a numbeitaédtions, including the following:
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. If the effective price of products sold by oustamers were to increase as a result of fluctuationhe exchange rate of the relevant
currencies, demand for the products could fall,olwhin turn would reduce our royalty revenu

. Assets or liabilities of our consolidated subaitis might be subject to the effects of curretggtéiations, which might affect our
reported earnings. Our exposure to foreign curesnaiight increase as we expand into new mar

. Certain of our revenues, such as royalty reveraresderived from licensee or customer salesateatienominated in foreign
currencies. If these revenues are not subjectreagio exchange hedging transactions, weakeningroécy values in selected
regions could adversely affect our near term regsrand cash flows. In addition, continued weakeoinzurrency values in selected
regions over an extended period of time could axblgraffect our future revenues and cash flc

. Certain of our operating and investing costshagforeign patent prosecution, are based ingoreurrencies. If these costs are not
subject to foreign exchange hedging transactidrengthening currency values in selected regionddcadversely affect our near
term operating expenses, investment costs andflcagh In addition, continued strengthening of ety values in selected regions
over an extended period of time could adverselgcafbur future operating expenses, investment eostssash flows

. We could, in the future, engage in foreign exg®ahedging transactions that could affect our dlasts and earnings because they
might require the payment of structuring fees, gy might limit the U.S. dollar value of royaltif'em licensees’ sales that are
denominated in foreign currencit

We Face Risks From Doing Business in Global Markets

A significant portion of our business oppoiti@s exist in a number of international marketscérdingly, we could be subject to the
effects of a variety of uncontrollable and chandmgtors, including: difficulty in protecting ountellectual property in foreign jurisdictions;
enforcing contractual commitments in foreign juitsidns or against foreign corporations; governnregulations, tariffs and other applica
trade barriers; currency control regulations antality in the value of the U.S. dollar againetdign currency; social, economic and
political instability; natural disasters, acts efrbrism, widespread illness and war; potentiatlyaase tax consequences; and general delays i
remittance of and difficulties collecting non-Ugyments. In addition, we also are subject to riglexific to the individual countries in
which we, our customers and our licensees do bssine

Changes to Our Current Calculation of Tax Liabilities Could Have an Adverse Effect on Our Consolidateinancial Condition or
Results of Operations.

The calculation of tax liabilities involvegsificant judgment in estimating the impact of unamties in the application of complex tax
laws. We are subject to examinations by the IntdRexenue Service (IRS) and other taxing jurisditsi on various tax matters, including
challenges to various positions we assert in dimg8 and foreign tax liability and withholding. Wiour January 1, 2007 adoption of FIN 48,
certain tax contingencies are recognized when éheyletermined to be more likely than not to océlthough we believe we have
adequately accrued for tax contingencies that mhéetriterion, we might be required to pay taxesxcess of the amounts we have accrued.
As of December 31, 2008 and 2007, there were oetdaicontingencies that did not meet the applieabiteria to record an accrual. In the
event that the IRS or another taxing jurisdictieviés an assessment in the future, it is posdilel@ssessment could have an adverse effect o
our consolidated financial condition or resultopérations.

The High Amount of Capital Required to Obtain RadioFrequency Licenses, Deploy and Expand Wireless Nebrks and Obtain
New Subscribers Could Slow the Growth of the Wireles Communications Industry and Adversely Affect OurBusiness.

Our growth is dependent upon the increaseaimggéreless communications services that utiline technology. In order to provide
wireless communications services, wireless opesatarst obtain rights to use specific radio freqiescThe allocation of frequencies is
regulated in the United States and other countthiesighout the world, and limited spectrum spaalacated to wireless communications
services. Industry growth might be affected byah®unt of capital required to obtain licenses ® nsw frequencies, deploy wireless
networks to offer voice and data services, expaineless networks to grow voice and data servicelsodmain new subscribers. The
significant cost of licenses, wireless networks aalscriber additions might slow the growth of ithdustry if wireless operators are unabl
obtain or service the additional capital necessaignplement or expand advanced wireless netw@ks.growth could be adversely affected
if this occurs.

Consolidation in the Wireless Communications Industy Could Adversely Affect Our Business.

The wireless communications industry has egpeed consolidation of participants and salesaofigipants or their businesses, and these
trends might continue. Any concentration or salthinithe wireless industry might reduce the nundfdicensing opportunities or, in some
instances, result in the loss or elimination of&rg royalty obligations. Further, if wireless gars consolidate with companies that utilize
technologies competitive with our technologies,asald lose market opportunities.
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Approved Stock Repurchase Programs Might Not Resulin a Positive Return of Capital to Stockholders ad Might Expose Us to
Counterparty Risk.

Our approved stock repurchases might notmetatue to stockholders because the market pritleso$tock might decline significantly
below the levels at which we repurchased sharstook. Stock repurchase programs are intendediteedstockholder value over the long-
term, but stock price fluctuations can reduce tlogram’s effectiveness.

Unauthorized Use or Disclosure of Our Confidentialnformation Could Adversely Affect Our Business.

We enter into contractual relationships goirggrihe protection of our confidential and propaigtinformation with our employees,
consultants and prospective and existing custoareisstrategic partners. If we are unable to tindelyect the unauthorized use or disclosure
of our proprietary or other confidential informatior if we are unable to enforce our rights undehsagreements, the misappropriation of
such information could harm our business.

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

Historically, we have had large fluctuationghe price of our common stock, and such fluctueticould continue. From January 1, 2004
to December 31, 2008, our common stock has trasiéoivaas $13.81 per share and as high as $36.%hpes. Factors that might contribute
to fluctuations in our stock price include, but ac# limited to: general stock market conditionsngral market conditions for the wireless
communications industry; changes in recommendatibsecurities analysts; investor perceptions dkddikelihood of achievement of near-
term goals; changes in market share of signifiiaahsees; announcements concerning litigatioritratiton and other legal proceedings in
which we are involved; announcements concernireniing and product matters; strategic transactgu) as spin-offs, acquisitions or
divestitures; and our operating results.

If Wireless Handsets Are Perceived to Pose Healtmd Safety Risks, Demand for Products of Our Licenss and Customers Could
Decrease.

Media reports and certain studies have sugdebat radio frequency emissions from wirelessibats might be linked to health concerns,
such as brain tumors, other malignancies and gedathage to blood, and might interfere with eledtranedical devices, such as
pacemakers, telemetry and delicate medical equipr@@owing concerns over radio frequency emissiemen if unfounded, could
discourage the use of wireless handsets and cadser@ase in demand for the products of our licenaad customers. In addition, concerns
over safety risks posed by the use of wireless $etsdvhile driving and the effect of any resultiegislation could reduce demand for the
products of our licensees and customers.

Item 1B. UNRESOLVED STAFF COMMENTS.

None.

Item 2. PROPERTIES.

We own, subject to a mortgage, our corporatebuarters, which is located in King of Prussenri®ylvania and consists of approxima
52,000 square feet of administrative office anéaesh space. We are a party to a lease enterethiktay 2007 for approximately 7,825
square feet of administrative office space alskiimg of Prussia, Pennsylvania, that expires May2M®We are also a party to a lease, extel
during 2006 to expire in November 2012, for appmadely 56,125 square feet of administrative oféicel research space in Melville, New
York. In addition, we are a party to a lease, exeginduring 2006 from approximately 11,918 squaee tie approximately 20,312 square feet
of administrative office and research space, in tval, Quebec, Canada, and expiring in June 2044sd facilities are the principal locatic
for our technology development activities.

Item 3. LEGAL PROCEEDINGS.

Samsung Litigation and Settleme!

As described in more detail below and in tleen@any’s prior filings, InterDigital CommunicatiognsLC (“IDC”) and InterDigital
Technology Corp. (“ITC”) (“IDC” and “ITC” collectiely referred to as “InterDigital”) and Samsung Elenics Co., Ltd. (“Samsung”) have
been engaged in a series of arbitration and libggiroceedings concerning royalties owed for Samgsusales of 2G products under the 1
Patent License Agreement between ITC and Samshag1996 Samsung PLA”). In addition, as describecthbre detail below, InterDigital
and Samsung have been engaged in litigation sirerelM2007 in the U.S. International Trade Commis$idSITC” or the “Commission”)
and in the Delaware District Court in which Integidal alleges that Samsung’s sales of 3G produétmge certain InterDigital patents.
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On November 24, 2008, InterDigital and Samsemtgred into a binding Term Sheet (“Samsung Tenges) to settle their 2G and 3G
disputes. On January 14, 2009, InterDigital and Sag entered into a patent license agreement 20@9°Samsung PLA"), which
superseded the Samsung Term Sheet, and whichugdecseded, and provided for the termination of 119@6 Samsung PLA.

Under the terms of the 2009 Samsung PLA, Sambas agreed to pay InterDigital $400.0 millioridor equal installments over an 18-
month period to resolve the parties’ disputes,uditig: (a) the outstanding arbitration disputes amircement proceedings involving
Samsung’s sale of 2G products (see “Samsung 2nitr@tibn and Related Enforcement Proceeding” arahiSung 3rd Arbitrationtliscusse
below); and (b) the outstanding patent infringeniitigiation concerning Samsung'’s sales of 3G présjuacluding the USITC Action against
Samsung and the related Delaware District Courtgeding (described below). In addition, the 200&ag PLA provides for the dismissal
of a separate pending action between the partiggiDelaware District Court (see “Samsung Delawarneeeding” below).

Samsung United States International Trade CommissioProceeding and Related Delaware District Court Rsceeding

In March 2007, InterDigital, Inc.’s wholly-owed subsidiaries InterDigital Communications, LLADEC") and InterDigital Technology
Corporation (“ITC”) filed a Complaint against SamguElectronics Co., Ltd. and certain of its aftiéia (collectively, “Samsung”) in the
USITC alleging that Samsung engages in unfair tpdetices by selling for importation into the WtStates, importing into the United
States, and selling after importation into the BdiStates certain 3G handsets and componentsittiage three of InterDigital’s patents. In
May 2007 and December 2007, a fourth patent attdgéitent, respectively, were added to our Compbgainst Samsung. The Complaint
sought an exclusion order barring from entry itit® tUnited States infringing 3G WCDMA handsets amhgonents that are imported by or
on behalf of Samsung. The Complaint also sougletae and desist order to bar sales of infringimgsbag products that had already been
imported into the United States.

On the same date as our filing of the Sam&iBIlJ C action referenced above, we also filed a dampin the United States District Court
for the District of Delaware (“Delaware District @d") alleging that Samsung’s 3G WCDMA handsetsiimfe the same three InterDigital
patents identified in the original Samsung USITGrpaint. In June 2007, the Delaware District Cauntered a Stipulated Order staying this
Delaware District Court proceeding against Samaunti the USITC'’s determination in this matter bews final. The Delaware District
Court permitted InterDigital to add to the stayeeldvare action the fourth and fifth patents Intgifail had asserted against Samsung in the
USITC action.

As described more fully below (see “Nokia USIProceeding and Related Delaware District Coutt@outhern District of New York
Proceedings”), in August 2007, we filed a Complaigainst Nokia Corporation and Nokia, Inc. (collesly, “Nokia”) in the USITC alleging
that Nokia engaged in an unfair trade practicegdyng for importation, importing into the Uniteda®es, and selling after importation certain
3G mobile handsets and components that infringeafwoterDigital’s patents. On October 24, 2007, the Administrdtase Judge overseei
the two USITC proceedings against Samsung and Nodsaectively, issued an Order consolidating tivestigations pending against
Samsung and Nokia. On May 16, 2008, the Adminisedtaw Judge deconsolidated the investigationinag®amsung and Nokia and set an
evidentiary hearing date in the investigation aga8amsung to begin on July 8, 2008. On May 228 20@& Administrative Law Judge reset
the Target Date for the USITC’s Final Determinatiorthe Samsung investigation (337-TA-601) to Ma2&h 2009, requiring a final Initial
Determination by the Administrative Law Judge todogéered no later than November 25, 2008.

On June 24, 2008, the Administrative Lawige entered summary determination in the Samswuagtigation (337-TA-601) on
InterDigital’s motion that InterDigital has satisfi the domestic industry requirement based oic#ssing activities. Samsung requested
review of this decision by the full Commission. @Quly 25, 2008, the full Commission issued a natiad it would not review the
Administrative Law Judge’s Initial Determinatioratia licensing-based domestic industry exists. Aesalt, the Administrative Law Judge’s
Initial Determination of this issue has becomedhgeision of the full Commission.

The evidentiary hearing in the Samsungstigation commenced on July 8, 2008 and conclodetuly 15, 2008.

Following the evidentiary hearing and plust-hearing filings, the Initial Determinationtbe Administrative Law Judge was expected
by November 25, 2008 and the Target Date for thalf)etermination of the USITC was expected by M8, 2009, but these dates were
modified. As referenced above, on November 24, 2008rDigital and Samsung entered into the SamJunm Sheet. Pursuant to the
Samsung Term Sheet, on November 24, 2008, theepgointly filed a motion with the USITC in the Sanmg investigation (337-TA-601)
requesting an immediate stay of the proceduraldadbeand seeking to reset the Initial Determinatiate to February 9, 2009, or as soon
thereafter as it may be scheduled, and to reséfttdtget Date for the Final Determination to Jun2®)9, or as soon thereafter as it may be
scheduled . On November 24, 2008, the Administedtiaw Judge issued an Initial Determination stayirgcurrent procedural schedule and
resetting the Initial Determination date to Febyu@r2009 and resetting the Target Date for thalFdetermination to June 9, 2009. On
December 9, 2008, in the parallel district couttgeeding in the Delaware District Court proceedigginst Samsung that is currently stayed,
InterDigital and Samsung advised the Delaware BisBourt of the Samsung Term Sheet.
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On January 14, 2009, InterDigital and Samsamtgred into the 2009 Samsung PLA, which superstaettrms of the Samsung Term
Sheet. Under the terms of the 2009 Samsung PLAsSagrhas agreed to pay InterDigital $400.0 milliofour equal installments over an
18-month period to resolve their outstanding dispuincluding the USITC Action against Samsungthedelated Delaware District Court
proceeding. Under the terms of the 2009 Samsung RitérDigital has agreed to grant Samsung a rgyadaring license covering
Samsung’s sale of 3G products (including produatk bnder both the WCDMA and cdma2000 standardbscantain of their related
extensions) through 2012, and a license coverimgs8ag's sale of 2G single-mode TDMA-based prodtiaswill become paid-up in 2010.

On January 30, 2009, Samsung made its figstired payment under the 2009 Samsung PLA, ancebrulary 3, 2009 the parties jointly
moved to terminate the Samsung USITC Action. Orriraty 6, 2009, the Administrative Law Judge terrtedathe USITC Action. On
February 3, 2009, the court in the related Delavzastrict Court proceeding dismissed that actidiof@ing a joint stipulation of dismissal
filed by the parties on February 2, 2009.

Samsung Delaware Proceeding

In March 2007, Samsung Telecommunications Agadrl P and Samsung Electronics Co., Ltd. (collesti “Samsung”) filed an action
against InterDigital Communications Corporationyn®C), ITC and another affiliate, Tantivy Commuaimns, Inc. (collectively
“InterDigital”), in the Delaware District Court (h*Samsung Delaware Proceeding”), alleging tharbigital had refused to comply with its
alleged contractual obligations to be preparedictnbe our patents on fair, reasonable, and namhdimatory (“FRAND”) terms and that
InterDigital had allegedly engaged in unfair busgpractices. By their original Complaint in théi@e, Samsung sought damages and
declaratory relief, including declarations tha}:IiterDigital’s patents and patent applicatiorlegedly promoted to standards bodies are
unenforceable, (ii) the Samsung entities havel# tigpractice InterDigital’s intellectual propeidg a result of an alleged license from
QUALCOMM Incorporated, (iii) nine specified Inter@ital patents are invalid and/or not infringed bg Samsung entities, and
(iv) InterDigital must offer the Samsung entitieBca&nse on FRAND terms. In September 2007, Sam§latga First Amended Complaint
that omitted the previously asserted claims folatatory judgment regarding the nine specifiedrigital patents. In November 2007,
InterDigital filed its Answer to the Amended Comipla disputing Samsung’allegations and asserting counterclaims of igment as to tw
InterDigital patents.

As discussed above, in November 2008, Diggtal and Samsung entered into the Samsung TémetSIesolving their disputes. Purst
to the Samsung Term Sheet, in December 2008, SanasuhlinterDigital filed a joint stipulation to gtthe Samsung Delaware Proceeding
until February 9, 2009, which was granted. On Janlid, 2009, InterDigital and Samsung entered ineo2009 Samsung PLA, superseding
the Samsung Term Sheet and providing for, amoner atfings, the dismissal of the Samsung Delawavededing.

On January 30, 2009, Samsung made itsréicgtired payment under the 2009 Samsung PLA. &ftereon February 2, 2009, the par
jointly moved to dismiss this matter. On Februarg@09, the court in the Samsung Delaware Procgatiamissed that actio

Samsung 2nd Arbitration and Related Enforcement Adbn

Since February 2002, InterDigital and Samdlegtronics Co., Ltd. (“Samsung”) have been engagedseries of disputes concerning the
royalties owed by Samsung for sales of 2G produrctier the partiesI 996 patent license agreement. In November 2008s@ag initiated a
arbitration proceeding with InterDigital (the “Saumg 2nd Arbitration”) in the International ChamlmérCommerce concerning the royalties
owed by Samsung on sales of 2G products durin@@B2 to 2006 timeframe. In August 2006, the arbitiaunal (“Tribunal”) in the
Samsung 2nd Arbitration issued a final award (“AdVarordering Samsung to pay InterDigital approxieia $134.0 million in past royalties,
plus interest, on Samsusgsale of single mode 2G GSM/TDMA and 2.5G GSM/GER&E terminal units for the period from 2002 thgbi
2005. The Tribunal also established the royaltgsad be applied to Samsung’s sales of coveredr@@upts in 2006.

In September 2006, InterDigital filed an aotageeking to enforce the arbitral Award in the WD&trict Court for the Southern District of
New York (‘Enforcement Action”). On December 10, 2007, thartdn the Enforcement Action confirmed the Awandts entirety and
directed that Samsung pay InterDigital the amotith® Award, plus interest, for a total judgmentapproximately $150.3 million. On
December 18, 2007, Samsung filed an appeal withlthied States Court of Appeals for the Seconduitirand posted an appeal bond with
the district court in the amount of approximatelys6.7 million. By posting the appeal bond, Samsstaged execution of the Order of
Judgment pending the appeal. Oral argument inhbea was scheduled for December 17, 2008.

As discussed above, in November 2008, Ditgtal and Samsung entered into the Samsung TémetSsettling their 2G and 3G
disputes. Pursuant to the Samsung Term Sheet,danilger 2008, Samsung and InterDigital filed a joéofuest to stay the appeal in the
Enforcement Action. On January 14, 2009, Inter@igiind Samsung entered into the 2009 Samsung Phishwuperseded the Samsung
Term Sheet and provided for, among other thingsdibmissal of the 2G disputes, including the appktihe Enforcement Action. On
January 30, 2009, Samsung made its first requiagdhpnt under the 2009 Samsung PLA. On Februar@@,2he parties jointly moved to
dismiss the appeal of the Enforcement Action, anetease the appeal bond posted by Samsung. Qudrelb, 2009, the Second Circuit
granted the parties’ dismissal request.
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Samsung 3rd Arbitration

In October 2006, Samsung Electronics Cul, (:Samsung”) filed a Request for Arbitration @18sung 3rd Arbitration”) with the
International Chamber of Commerce against IntetBigelating to the royalties Samsung owed forghgod 2002 through 2006, which had
been the subject of the Samsung 2nd ArbitratiothénSamsung 3rd Arbitration, Samsung sought te laavew arbitration panel determine
new royalty rates for Samsung’s 2G/2.5G GSM/GPR®&EProduct sales based on the April 2006 Arbitra@ttlement Agreement
between InterDigital and Nokia (“Nokia Settlement®amsung purported to have elected the NokiaeBsttht under the most favored
licensee (“MFL")clause in the 1996 Samsung PLA. Samsung contehdéd had the right to have a new rate, basedemMbkia Settlemer
applied to its sales in the period from Januar30D2 through December 31, 2006 in lieu of the ryyadtes that had been determined by the
Tribunal in the Samsung 2nd Arbitration for thatipd. InterDigital denied that Samsung was entitledeceive any new royalty rate
adjustment based on the Nokia Settlement, and emlaimed, seeking an Award of the royalties Samgswwes for its 2G/2.5G sales in 2006
at the royalty rate specified in the August 2006afavin the Samsung 2nd Arbitration.

In February 2008, the arbitral tribunal hearal argument on the issue of whether Samsung ntitked to elect the Nokia Settlement. In
July 2008, the arbitral tribunal in the Samsung Ardlitration issued a Partial Final Award, finditigat Samsung was not entitled to an
adjustment of its royalty obligations based onNiokia Settlement.

As discussed above with respect to the TSATtion, in November 2008, InterDigital and Sanp@mtered into the Samsung Term
Sheet settling their 2G and 3G disputes. Purseathiet Samsung Term Sheet, in December 2008, SanasuhigterDigital filed a joint
request to stay the Samsung 3rd Arbitration. Owdgnl4, 2009, InterDigital and Samsung entereal timé 2009 Samsung PLA, which
superseded the Samsung Term Sheet and providezhiong other things, the dismissal of the 2G diepunhcluding the Samsung 3rd
Arbitration. On January 30, 2009, Samsung madir$tsrequired payment under the 2009 Samsung RIné,on February 2, 2009, the par
jointly moved to dismiss the Samsung 3rd Arbitrati®n February 19, 2009, the arbitral tribunalhie Samsung 3rd Arbitration issued
Agreed Order dismissing the arbitration.

Nokia Litigation
Nokia USITC Proceeding and Related Delaware DistricCourt and Southern District of New York Proceedims

In August 2007, InterDigital filed a USITC Ceiaint against Nokia Corporation and Nokia, Inaligctively, “Nokia”) alleging that
Nokia engaged in an unfair trade practice by sgllor importation into the United States, importintp the United States, and selling a
importation into the United States, certain 3G rfehandsets and components that infringe two efDigital’s patents. In November and
December 2007, a third patent and fourth patespeetively, were added to our Complaint againstidlokhe Complaint seeks an exclusion
order barring from entry into the United Statesimfing 3G mobile handsets and components thatgverted by or on behalf of Nokia. Our
Complaint also seeks a cease-and-desist order fortlaer sales of infringing Nokia products thatve already been imported into the United
States.

In addition, on the same date as our filinghef USITC action referenced above, we also fil&bmplaint in the Delaware District Court
alleging that Nokia’'s 3G mobile handsets and comeptsinfringe the same two InterDigital patentsiifeed in the original USITC
Complaint. This Delaware action was stayed on Janl@ 2008, pursuant to the mandatory, statuttaty sf parallel district court
proceedings at the request of a respondent in AT Bivestigation. Thus, this Delaware action iysthuntil the USITC’s determination in
this matter becomes final. The Delaware Districul@permitted InterDigital to add to the stayed @&edre action the third and fourth patents
InterDigital asserted against Nokia in the USIT@at

Nokia, joined by Samsung, moved to consolidla¢eSamsung and Nokia USITC proceedings. On Oc@®be2007, the Honorable Paul J.
Luckern, the Administrative Law Judge overseeirgttho USITC proceedings against Samsung and Nmgagectively, issued an Order to
consolidate the two pending investigations. Purstathe Order, the schedules for both investigativere revised to consolidate proceed
and set a unified evidentiary hearing on April 2B,-2008, the filing of a single initial determinati by Judge Luckern by July 11, 2008, and a
target date for the consolidated investigations@fember 12, 2008, by which date the USITC wousdigsits final determination (thd arget
Date”).

On December 4, 2007, Nokia moved for an oteleninating or, alternatively, staying the USIT@éstigation as to Nokia, on the ground
that Nokia and InterDigital must first arbitrateligpute as to whether Nokia is licensed under #teris asserted by InterDigital against N
in the USITC investigation. On January 8, 2008 géuduckern issued an order denying Nokia's motiod laolding that Nokia has waived its
arbitration defense by instituting and participgtin the investigation and other legal proceedi@sFebruary 13, 2008, Nokia filed an aci
in the U.S. District Court for the Southern Distraé New York, seeking to preliminarily enjoin Imigigital from proceeding with the USITC
investigation with respect to Nokia, in spite ofide Luckern’s ruling denying Nokia’s motion to tenaite the USITC investigation. Nokia
raised in this preliminary injunction action thereaarguments it raised in its motion to terminaeWSITC investigation, namely that
InterDigital allegedly must first arbitrate its@dled license dispute with Nokia and that Nokiar@swvaived arbitration of this defense. In the
Southern District Action, Nokia also sought to cahimterDigital to arbitrate its alleged licensesplite
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with Nokia and, in the alternative, seeks a deteatidon by the District Court that Nokia is licens@ter the patents asserted by InterDigital
against Nokia in the USITC investigation. On MarGt2008, InterDigital filed a motion to dismiss Nals claim in the alternative that Nokia
is licensed under the patents asserted by IntadDiggiainst Nokia in the USITC investigation. Thistblct Court has not acted on
InterDigital’s motion to dismiss.

On February 8, 2008, Nokia filed a motion Sammary determination in the USITC that InterDigtannot show that a domestic industry
exists in the United States as required to ob&liefr Samsung joined this motion. InterDigital @gpd this motion. On February 14, 2008,
InterDigital filed a motion for summary determiratithat InterDigital satisfies the domestic indysaquirement based on its licensing
activities. On February 26, 2008, InterDigital fila motion for summary determination that it hgsasately satisfied the so-called “economic
prong” for establishing that a domestic industrisexbased on InterDigital’s chipset product thaicfices the asserted patents. Samsung and
Nokia opposed these motions. On March 17, 2008 sBagiand Nokia filed a motion to strike any evidenoncerning InterDigit’s product
and to preclude InterDigital from introducing amych evidence in relation to domestic industry ateékidentiary hearing. On March 26, 2C
the Administrative Law Judge granted InterDigitatistion for summary determination that it has $iatisthe so-called “economic prong” for
establishing that a domestic industry exists basebhterDigital’'s chipset product that practices ttsserted patents and denied Samsung’s
motion to strike and preclude introduction of evide concerning InterDigital’s domestic industry guot.

On February 27, 2008, Nokia filed a motiorextend the Target Date in the USITC proceeding.ssaug joined Nokia’s motion.
InterDigital opposed this motion. On March 11, 200& Administrative Law Judge denied Nokia’s motio extend the Target Date.

On March 17, 2008, Nokia and Samsung jointtwved for summary determination that U.S. Patent@J¥893,579, which was asserted
against both Samsung and Nokia, is invalid, andssag moved for summary determination on its defefsguitable estoppel. InterDigital
opposed these motions. On April 14, 2008, the Adstriative Law Judge denied Nokia’s and Samsungrg jonotion for summary
determination that the ‘579 patent is invalid atembalenied Samsung’s motion for summary deternonaif Samsung’s defense of equitable
estoppel.

On March 20, 2008, the U.S. District Courtfioee Southern District of New York, ruling from thench, decided that Nokia is likely to
prevail on the issue of whether Nokia's allegedtiemhent to a license is arbitrable. The Courtmiad consider or rule on whether Nokia is
entitled to such a license. As a result, the Cordered InterDigital to participate in arbitratiohthe license issue. The Court also entered a
preliminary injunction requiring InterDigital to ase participation in the USITC proceeding by Affil 2008, but only with respect to Nokia.
The Court further ordered Nokia to post a $500080d by March 28, 2008. InterDigital promptly filadequest for a stay of the preliminary
injunction and for an expedited appeal with the.\C8urt of Appeals for the Federal Circuit, whichrtsferred the appeal to the U.S. Court of
Appeals for the Second Circuit. The preliminaryimgtion became effective on April 11, 2008, andadsordance with the Court’s order,
InterDigital filed a motion with the Administratideaw Judge to stay the USITC proceeding againstiaNp&nding InterDigitab appeal of th
District Court’s decision or, if that appeal is unsessful, pending the Nokia TDD Arbitration (déised below). On April 14, 2008, the
Administrative Law Judge ordered that the dateliercommencement of the evidentiary hearing, asigirscheduled for April 21, 2008, be
suspended until further notice from the Administ@at_aw Judge. The Administrative Law Judge did aathat point change the scheduled
date of July 11, 2008 for his initial determinatiarthe investigation or the scheduled Target é&tdovember 12, 2008 for a decision by the
USITC. InterDigital’s motion for a stay of the prainary injunction and for an expedited appeal wassidered by a panel of the Second
Circuit on April 15, 2008. On April 16, 2008, the&nd Circuit denied the motion for stay but seégpedited briefing schedule for resolv
InterDigital’s appeal on the merits of whether Bistrict Court’s order granting the preliminaryumiction should be reversed.

On April 17, 2008, InterDigital filed a motiomith the USITC to separate the consolidated irigasbns against Nokia and Samsung in
order for the investigation to continue against Samg pending the expedited appeal or, if the agpeaisuccessful, pending the Nokia TDD
Arbitration. Samsung and Nokia opposed InterDigitadotion. On May 16, 2008, the Administrative Ldudge deconsolidated the
investigations against Samsung and Nokia and sevidentiary hearing date in the investigation agaSamsung (337-TA-601) to begin on
July 8, 2008.

On May 20, 2008, the Administrative Law Judgaied without prejudice all pending motions in doasolidated investigation (337-TA-
613). On May 22, 2008, the Administrative Law Judgget the Target Date for the USI'BEinal Determination in the Samsung investige
(337-TA-601) to March 25, 2009, requiring a finaitial Determination by the Administrative Law Judip be entered no later than
November 25, 200¢

On June 17, 2008, a panel of the U.S. Couttppfeals for the Second Circuit heard oral argunoaninterDigital’'s appeal from the Order
of the U.S. District Court for the Southern Distrad New York preliminarily enjoining InterDigitdfom proceeding against Nokia in the
consolidated investigation. On July 31, 2008, thedhd Circuit reversed the preliminary injunctiinding that Nokia's litigation conduct
resulted in a waiver of any right to arbitratelicense dispute. InterDigital promptly notified tAeministrative Law Judge in the Nokia
investigation (337-TA-613) of the Second Circuiiscision. On August 14, 2008, Nokia filed a petitfor rehearing and petition for
rehearing en banc of the Second Circuit’s decision, on September 15, 2008, the Second CircuieddWokias petitions. The mandate frc
the Second Circuit issued to the Southern Distriddiew York on September 22, 2008. Notwithstandimg Second Circuit's decision,
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on October 17, 2008 Nokia filed a request for &ustaonference with the District Court to establgtrocedural schedule for Nokia to pursue
a permanent injunction requiring InterDigital tdo#irate Nokia’s alleged license defense, and agythat the Second Circuit's decision was
rendered in the context of a preliminary injunctaord does not bar such an action. On October ZB, 20terDigital filed a response with the
District Court asserting that the Second Circuit&ver finding is dispositive of any claim for aaition of Nokia’s alleged license defense
and requesting the District Court to address Inigitl’s entitlement to recover against the $500,060nd posted by Nokia as well as
InterDigital’s pending motion to dismiss Nokia'saizh in the alternative for a determination by thetiict Court that Nokia is licensed under
the patents asserted by InterDigital against Nokthe USITC investigation. On October 30, 2008kiddiled a reply with the District Court.
The District Court has not yet acted on the pdrfilsgs.

On September 24, 2008, InterDigital filed atimoto lift the stay of the Nokia investigation3(8 TA-613) based on the issuance of the
Second Circuit’s mandate reversing the preliminajynction granted to Nokia. The Administrative Lawdge granted InterDigital’s motion
on September 25, 2008 and lifted the stay. On @ctép2008, the Administrative Law Judge issue@eter in the Nokia investigation
setting the evidentiary hearing for May 26-29, 2008 October 10, 2008, the Administrative Law Judgeed an Order resetting the Target
Date for the USITC's Final Determination in the Nknvestigation to December 14, 2009, and reqgiariinal Initial Determination by the
Administrative Law Judge to be entered no latentAagust 14, 2009.

On January 21, 2009, Nokia filed a motios¢bedule a claim construction hearing in early &akyr 2009, and on January 29, 2009,
InterDigital filed an opposition to the motion farclaim construction hearing. On February 9, 2809 Administrative Law Judge denied
Nokia's motion for a claim construction hearing.

On February 13, 2009, InterDigital filed aeared motion for summary determination that Inteffaighas satisfied the domestic industry
requirement based on its licensing activities, amdrebruary 27, 2009, Nokia filed an oppositioth® motion. The parties await a ruling on
this summary determination motion by the AdministeLaw Judge.

The evidentiary hearing for the Nokia invgation (337-TA-613) remains scheduled for May 26-2%9.
Nokia TDD Arbitration

On April 1, 2008, Nokia Corporation filed adrest for Arbitration with the International Chamloé Commerce against InterDigital, Inc.,
IDC and ITC, seeking a declaration that Nokiadetised under the patents asserted by InterDigjgahsat Nokia in the USITC investigation
pursuant to the parties’ TDD Development AgreemkntérDigital believes that Nokia’'s request for Beatory relief in the TDD Arbitration
is meritless.

On May 9, 2008, InterDigital filed an AnswerNlokia’s Request for Arbitration, requestimgter alia: (i) that the arbitration be dismissed
because the dispute is not arbitrable and, evarbifrable, Nokia waived its right to arbitraticand, in the alternative, (ii) a declaration that
Nokia is not licensed to the patents at issue@ndBITC investigation pursuant to the pa’ TDD Development Agreement.

On July 17, 2008, the arbitral tribunal wasstdauted.

On July 31, 2008, as discussed above, theetdStates Court of Appeals for the Second Cireniersed the district court’s grant of an
order requiring InterDigital to submit the TDD igsto arbitration, finding that Nokia waived anyhido arbitrate the issue. InterDigital
believes that Nokia should not be permitted to iomret to pursue this arbitration in light of the 8ed Circuit’s finding of waiver and has
requested that the arbitration be dismissed. Nio&gaasserted that the Second Circuit's decisiontis final decision on the issue of waiver,
and that Nokia may submit the waiver issue to téral tribunal or, as indicated above, to thetBés Court on remand. On October 27,
2008, the arbitral tribunal notified the partieattthe drafting of the Terms of Reference for tH@teation is postponed until such time as the
status conference before Judge Batts in the USri&iCourt for the Southern District of New Ydmks been held (see “Nokia USITC
Proceeding and Related Delaware District Court@mgthern District of New York Proceedings” above).

Nokia Delaware Proceeding

In January 2005, Nokia filed a Complaint ie thnited States District Court for the Districtidélaware (“Delaware District Courtggains
InterDigital Communications Corporation (now IDG)dalTC (for purposes of the Nokia Delaware Procegdiescribed herein, IDC and ITC
are collectively referred to as “InterDigital,” “weor “our”), alleging that we have used false aslmading descriptions or representations
regarding our patents’ scope, validity, and appiiig to products built to comply with 3G wireleghione Standards (“Nokia Delaware
Proceeding”). We subsequently filed counterclaimsea on Nokia’s licensing activities as well as Mkfalse or misleading descriptions or
representations regarding Nokia’'s 3G patents anddundisclosed funding and direction of an afiély independent study of the
essentiality of 3G patents.

On December 10, 2007, pursuant to a jointesghy the parties, the Delaware District Coureszdt an Order staying the proceedings
pending the full and final resolution of the ComparlJSITC investigation against Nokia and Sams8pgcifically, the full and final
resolution of the USITC investigation includes amial or final determinations of the Administre¢i Law Judge overseeing the proceeding,
the USITC, and any appeals therefrom. Pursuatigt®tder, the parties and their affiliates are gaheprohibited from initiating against the
other parties, in any forum, any claims or coursgénes that are the same as the claims and couat@xpending in the Nokia Delaware
Proceeding, and should any of the same or simlidééms or counterclaims be initiated by a party, dkiger parties may seek dissolution of the
stay.

24




Except for the Nokia Delaware Proceeding &edNokia Arbitration Concerning Presentations (dbsd below), the Order does not aff
any of the other legal proceedings between thégsaihcluding the USITC investigation involvingtémnDigital and Nokia, or the parallel
Delaware District Court proceeding also broughtritgrDigital against Nokia.

Nokia Arbitration Concerning Presentations

In November 2006, InterDigital Communicatid@arporation (now IDC) and ITC filed a Request fabAration with the International
Chamber of Commerce against Nokia (“Nokia ArbiatiConcerning Presentations”), claiming that carpaesentations Nokia has attempted
to use in support of its claims in the Nokia DelasvBroceeding are confidential and, as a resulg,moaibe used in the Nokia Delaware
Proceeding pursuant to the parties’ agreement.

The December 10, 2007 Order entered by thavizek District Court to stay the Nokia Delawaredeetling (described above) also stayed
the Nokia Arbitration Concerning Presentations pegdhe full and final resolution of the USITC irst@gation against Nokia as described
above.

Other

We have filed patent applications in thateth States and in numerous foreign countrieshénardinary course 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 vigorousfeshd the validity of our patents and defend againg such challenges. However, if cer
key patents are revoked or patent applicationsi@néd, our patent licensing opportunities couldniagerially and adversely affected.

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

In addition to disputes associated withoezément and licensing activities regarding ougllattual property, including the litigation and
other proceedings described above, we are a padther disputes and legal actions not relateditdrellectual property, but also arising in
the ordinary course of our business, includingnetaby us for insurance coverage involving the N@xégaware 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.

Among the types of legal proceedings weoanter in the normal course of business, we aragetjin the following action:
Federal

In May 2007, the Arbitrator in the arbitoat proceeding between InterDigital CommunicatiQusporation (now IDC) and ITC
(collectively, for purposes of the Federal arbitmatdescribed herein, “InterDigital,” “we,” or “ofrand Federal Insurance Company
(“Federal™), and relating to a Litigation ExpensalaReimbursement Agreement signed in February B§QGbe parties (“Reimbursement
Agreement”), refused to award the full amount odéml’s claim, which was in excess of $33.0 millidime Arbitrator did award Federal
approximately $13.0 million, pursuant to a formsé& forth in the Reimbursement Agreement, for reirmbment of attorney’s fees and
expenses previously paid to or on behalf of Intgital by Federal, plus approximately $2.0 millienimterest. As additional reimbursemen
attorney’s fees and expenses, the Arbitrator avea$8e0 million, without interest, as Federal’s €hander the Reimbursement Agreement of
“additional value”of the 2003 settlement between InterDigital and$son Inc. Further, the Arbitrator ruled that IBtigjital must pay Feder:
10% of any additional payments InterDigital mayaige as a result of an audit of Sony Ericssadles. In June 2007, we notified Federal
we had received $2.0 million from Sony Ericssonesolve Sony Ericsson’s payment obligations follogvan audit. The approximately
$13.0 million portion of the Award represents agestage of the amounts InterDigital has receivedesMarch 2003 from
Telefonaktiebolaget LM Ericsson and Ericsson Imzl 8ony Ericsson Mobile Communications AB undeirtrespective patent license
agreements.

In June 2007, Federal moved to confirmAherd in the United States District Court for thaskern District of Pennsylvania. Also in
June 2007, we filed an opposition to Federal’s aroto confirm the arbitration Award and a crossiomto vacate a portion of the Award,
totaling approximately $14.5 million, on the grouthat the Arbitrator exceeded the scope of heraitth We also moved the Court to stay
confirmation of the Award pending adjudication o @ecoupment defense whereby we are seeking tapetbhe full amount of the Award
based on Federal’s bad faith breach of its contedend fiduciary duties to us. In July 2007, theu@ heard oral arguments on Federal’s
motion to confirm the Award, our opposition theredad our cross motion to vacate the Award andiaty confirmation pending adjudication
of our recoupment defense. On March 24, 2008, thatC(i) granted Federal’s motion to confirm theitation award; and (ii) denied
InterDigital’s motion to stay confirmation of thebitration award pending adjudication of InterDali$ claim for recoupment based on
Federal’s bad faith breach of its duties as Intgitdi's insurer. On April 1, 2008, InterDigital &l a notice of appeal to the United States
Court of Appeals for the Third Circuit. In ordergtay execution on Federal's judgment pending dpp#arDigital deposited
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$23.0 million with the Clerk of the Court, an amosafficient to secure Federaljudgment and anticipated interest until decisigithe Cour
of Appeals. On April 10, 2008, the Court extendedéral’s deadline for seeking costs and fees aftél conclusion of the appeal.

On May 6, 2008, the Court of Appeals assijthe matter for mediation in the Court of Appeaédiation program. The mediation
program concluded without any settlement. ConsettyydnterDigital and Federal have commenced bmigtihe appeal.

On July 7, 2008, the Company filed its dpgrbrief, seeking reversal of the District Courgdusal to hear InterDigital’'s recoupment
claim and remand to the District Court for adjudiima of such claim as a set-off to Federal’s adbitm award. Federal’s brief was filed on
August 6, 2008. The Company'’s reply brief was fitedAugust 20, 2008. The appeal was submittedecCiburt of Appeals on January 8,
2009. On January 29, 2009, the Court of Appealmaéfd the District Cours March 24, 2008 Order. On February 23, 2009, Ftdeoved tc
lift the stay of enforcement of Federal’s judgment.

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

During fourth quarter 2008, no matters warbmitted to a vote of our shareholders.

PART Il

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

The following table sets forth the rangehs high and low sales prices of our common stockach quarter of fiscal 2008 and 2007, as
reported by the NASDAQ Stock Market.

High Low
2008
First Quarte! $23.4¢ $16.5:
Second Quarte 27.8¢ 17.6¢
Third Quartel 28.0( 18.01
Fourth Quarte 28.9¢ 16.2(
High Low
2007
First Quarte! $35.7¢ $30.51
Second Quarte 35.2¢ 31.04
Third Quartel 32.9i 19.5¢
Fourth Quarte 25.5( 16.47

As of February 23, 2009, there were appnakely 1,269 holders of record of our common stock.

We have not paid cash dividends on our comatock since inception. It is anticipated thathia foreseeable future, without regard to
any cash proceeds we may receive from any settlieoneasolution of outstanding arbitrations orgétions, no cash dividends will be paid
our common stock and any cash otherwise availalleuch dividends will be reinvested in our businesused to repurchase our common
stock. When considering whether or not to pay chgilends, our Board of Directors assesses oulirgggnany dividend requirements on
preferred stock, if issued in the future, our capiéquirements and other relevant factors.
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(a) Performance Grapl

The following graph compares five-year cumulatiotak returns of the Company, the NASDAQ Compositdek and the NASDAQ
Telecommunications Stock Index. The graph assurh@8 #as invested in the common stock of InterDigital each index as of
December 31, 2003 and that all dividends were esited. During this period, InterDigital has notldesd or paid any dividends on its
common stock

COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN*
Among InterDigital Inc., The NASDAQ Composite Index
And The NASDAQ Telecommunications Index
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—&— InterDigital Inc. - - — NASDAQ Composite @ - - NASDAQ Telecomm unications
12/0¢ 12/0¢ 12/0¢ 12/0€ 12/07 12/0¢
InterDigital Inc. 100.0( 107.2¢ 88.9: 162.8¢ 113.2¢ 133.5(
NASDAQ Composite 100.0( 110.0¢ 112.8¢ 126.5: 138.1¢ 80.41
NASDAQ Telecommunications 100.0( 106.6¢ 103.0( 131.0: 134.97 78.22
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(c) Issuer Purchases of Equity Securit

Repurchase of Common Sto«

The following table provides information redieng the Company’s purchases of its common stocikgdourth quarter 2008:

Maximum Number (or

Total Number of Approximate Dollar

Shares Purchased as Pa Value) of Shares

of that May Yet Be
Total Number of Average Price Paid pe Publicly Announced Purchased Under the
Period Shares Purchase Share Plans or Programs (1) Plans or Programs (2!
October 1, 200~ October 31, 200 362,62( $ 23.1¢ 362,62( $ —
November 1, 200- November 30, 200 — 3 — — $ —
December 1, 200- December 31, 200 — $ — — $ —
Total 362,62( $ 23.1¢ 362,62( $ —

(1) In October 2007, our Board of Directors auithed a $100.0 million share repurchase program ‘@907 Repurchase Program”). The
2007 Repurchase Program was announced in our @QuaREport on Form 10-Q for the quarterly periodied September 30, 2007,
which was filed with the SEC on November 6, 2C

(2) We completed the 2007 Repurchase Programarlp fourth quarter 2008 through the repurchasanofdditional 0.4 million shares for
$8.4 million, bringing the cumulative repurchas&l® under the program to 4.8 million shares aist of $100.0 million

Item 6. SELECTED FINANCIAL DATA

(in thousands, except per share data)

2008 2007 2006 2005 2004
Consolidated Statements of Operations Data:
Revenuei(a) $228,46¢ $234,23: $ 480,46t $163,12! $103,68!
Income (loss) from operatioi(b) $ 36,53 $ 23,05¢ $ 336,41t $ 17,08 $ (6,297
Income tax (provision) benei(c) $(13,75%) $(11,999 $(124,389) $ 34,43¢ $ 4,70¢
Net income applicable to common sharehol $ 26,207 $ 20,00¢ $ 225,22: $ 54,68¢ $ 89
Net income per common she— basic $ 0.5¢ $ 0.4z $ 4.2z $ 1.01 $ —
Net income per common she— diluted $ 0.57 $ 0.4cC $ 4.04 $ 0.9¢ $ =
Weighted average number of common shares 44,92¢ 47,76¢ 53,42¢ 54,05¢ 55,26¢
outstandin¢— basic
Weighted average number of common shares 45,96 49,48¢ 55,77¢ 57,16: 59,07¢
outstandin¢c— diluted
Consolidated Balance Sheet Date
Cash and cash equivalel $100,14- $ 92,01¢ $ 166,38! $ 27,87 $ 15,737
Shor-term investment 41,51¢ 85,44¢ 97,58: 77,83 116,08:
Working capital 114,48: 214,22¢ 332,57 125,18: 106,78:
Total asset 405,76¢ 534,88! 564,07t 299,53 241,92(
Total debt 2,92¢ 3,717 1,572 1,922 1,88¢
Total shareholde’ equity $ 87,66( $137,06° $ 275,47t $174,31- $115,65¢
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(a)

(b)

(©

In 2006, we recognized $253.0 million of revenuateel to the resolution of disputes with Nokia nefiiag our 1999 Patent Licen:
Agreement. In third quarter 2004, we transitioneddporting pe-unit royalties in the period in which we receiwgr ticensees’ royalty
reports rather than in the period in which our lieees’ sales of covered products occur. As a restittis transition, our results for
2004 include only three quarters of -unit royalties.

In 2008, the Company recognized a $3.9 million-recurring benefit associated with a reduction ic@ntingent liability, and in 2007,
the Company recognized non-recurring charges totp$24.4 million associated with increases to augent liabilities. In 2005 and
2004, our income (loss) from operations includedrgks of $1.5 million and $0.6 million, respectivedssociated with actions to
reposition the Compar's operations

Our income tax provision in 2005 included a benefiapproximately $43.7 million, primarily relatéd the fourth quarter 2005 revers
of our Federal deferred tax asset valuation alloe@nOur income tax provision in 2004 included adfgrof approximately $17.0
million related to the third quarter 2004 partiag¢versal of our Federal deferred tax asset valuatibowance.
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Item 7. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS.
OVERVIEW

The following discussion should be read injonation with the Selected Financial Data, the @tidated Financial Statements and the
notes thereto contained in this document. Pledse teethe Glossary of Terms immediately followithg Table of Contents for a listing and
detailed description of the various technical, stdgand other defined terms that are used inRbisn 10-K.

Samsung Settlemer

On January 14, 2009, we entered into a péitartse agreement (the “2009 Samsung PLA") with 8arg Electronics Co., Ltd.
(“Samsung”) covering Samsung’s affiliates, incligli®Bamsung Electronics America, Inc. The agreemegrsedes the terms of the binding
term sheet signed in November 2008 by such paatidprovides for the termination of the 1996 palieehse agreement between us. Under
the terms of the agreement, Samsung has agreey 1os$400.0 million in four equal installments oaa 18-month period to resolve the
outstanding arbitration disputes involving Samsarsgile of 2G products, as well as the patent disppier Samsung’s sales of 3G products.
Following our January 30, 2009 receipt of Samsufigss payment, the parties moved to end all litigia and arbitration proceedings ongoing
between them as more fully discussed in Item 3aof Pof this Form 10-K.

Under the terms of the 2009 Samsung PLA, we lgganted Samsung a royalty-bearing license coge8amsung’s sale of 3G products
(including products built under both the WCDMA arama2000 standards and certain of their relatesheidns) through 2012 and a license
covering Samsung’s sale of 2G single-mode TDMA-Haweducts that will become paid-up in 2010.

We will recognize the revenue associated thighagreement ratably from January 14, 2009 throluglexpiration of the agreement on
December 31, 2012. The total amount of revenuegrézed will include approximately $7.0 million oéfitrred revenue from our 1996 patent
license agreement. Beginning in first quarter 2@0R1 in accordance with our accounting policieswiterecognize within our accounts
receivable all payments due from Samsung withinwevenonths of our balance sheet date.

Our 2008 operating expenses include a fourtirtgr 2008 charge of $9.4 million to increaseanarual for a performance-based cash
incentive under our Long Term Compensation ProgilaiCP) from the previously estimated payout of 10@#the actual payout of 175%.
The increase in the incentive payout was drivetheyCompany’s success in a number of key goalsdirg signing LG Electronics, Inc.
(“LG™) and Samsung, two of the top five cellulamuset OEMs, to 3G licensing agreements. Thesed@ehelped increase our share of the
3G market under license from approximately 20%oraximately 50%, and drove substantial positiverafing cash flow over the period.

SlimChip

In October 2008, we announced that, due taoahielly changing landscape of suppliers and custerof digital baseband technology, we
were evaluating a number of options for the modentign of our business. These options could inclad&cquisition or partnership to
achieve the appropriate scale needed to succdbd market, or the disposition of the modem proguaction of our business through a sal
closure. We continue to evaluate these optionsydnig we have had substantive discussions witkmi@l counterparties, we have not made
a final determination of the most appropriate aptio pursue. A final decision could occur as eadythe first quarter 2009. The ultimate
outcome of this evaluation and pursuit of an optionld result in an impairment of loriged assets related to the modem business. Tlegs
that could be affected include all or a significpottion of our intangible assets, which totale@.$2million and $22.9 million, net of
accumulated amortization, at December 31, 200880, respectively, and a significant portion of property and equipment, which tote
$21.0 million and $24.6 million, net of accumulatiEpreciation, at December 31, 2008 and 2007. Vhilsposition of the modem portion
of our business could create significant long-teost savings and improved cash flow, it could @ismluce a near-term repositioning charge
and a significant reduction to our technology sohs revenue, which contributed $12.0 million, $&flion and $6.9 million of revenue at
December 31, 2008, 2007 and 2006, respectively.

As a result of our October 2008 announcemeatevaluated the carrying value of our Idivggd assets associated with the modem bus
in accordance with SFAS No. 144. We concludedttherie was no impairment at December 31, 2008.

Business

We design and develop advanced digital wigsteshnologies for use in digital cellular and \ss IEEE 802 -related products. We
actively participate in and contribute our techigyiolutions to worldwide organizations responsfblethe development and approval of
Standards to which digital cellular and IEEE 80@mpliant products are built, and our contributians regularly incorporated into such
Standards. We offer licenses to our patents topegemt producers that manufacture, use and sethtliggllular and IEEE 802 -related
products. In addition, we offer for license or salg SlimChip family of mobile broadband modem siolus (which includes modem IP know-
how, baseband ICs, embedded modules and Referéaif@rias) to mobile device manufacturers, semicatolucompanies and other
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equipment producers that manufacture, use andligéthl cellular products. We have built our swfeechnology and patent offerings throi
independent development, joint development witlepttompanies and selected acquisitions.

Our goal is to derive revenue on every 3G eatkevice sold, either in the form of patent lidaggevenues, product related revenues, or a
combination of these elements. In recent yearspatant license agreements have contributed therityapf our cash flow and revenues.
Including agreements signed in first quarter 2009 now derive revenue from approximately one-haHIb3G mobile devices sold
worldwide, up from approximately one-third at thegimning of 2008.

In 2008, 2007 and 2006 our total revenues B2a8.5 million, $234.2 million and $480.5 milliorespectively, and our recurring revenues
were $219.1 million, $219.5 million and $213.1 iwifl, respectively. Recurring patent licensing rexemade up at least 95% of our total
recurring revenues in each period.

In 2008, the amortization of fixed fee royghigyments accounted for approximately 40% of ocuméng patent licensing revenues. Due to
the nature of the revenue recognition, these firedevenues are not affected by the related lessisuccess in the market or the general
economic climate. The remaining portion of our reicg patent licensing revenue is variable in natwe to the per unit nature of the related
license agreements. Approximately three-fourththisf per unit variable portion for 2008 relatedstdes of product by Japanese licensees for
whom the majority of the sales are within Japanassult, our per unit variable patent licensealigs have been, and will continue to be,
largely influenced by sales within the Japaneskleelmarket.

We expect that the proportion of our recurgiagent licensing revenues resulting from fixedgagments will increase in early 2009 upon
our recognition of revenue associated with our agreement with Samsung. Under that agreement tig#fetanuary 2009, Samsung will
make payments totaling $400.0 million over the ri&months.

Industry Overview

Our future revenues and cash flows are depgnitelarge part, on industry-wide sales of wissl@roducts. Over the course of the last ten
years, the cellular communications industry haserpced rapid growth worldwide. Total worldwiddlgkar wireless communicatior
subscriptions rose from slightly more than 320 immillat the end of 1998 to approximately 4.0 billatrthe end of 2008. In several countries,
mobile telephones now outnumber fixed-line tele@wmarket analysts expect that the aggregate nuafilgdobal wireless subscriptions
could exceed 5.6 billion in 2013. In June 2008atelyy Analytics, Inc. forecasted 1.4 billion tdtaihdset sales for 2009. Recently, Strategy
Analytics, Inc. lowered their forecast for 2009 taet sales by 20%. The following table includesrduent forecast for 2009 and the June
2008 forecast for 2010 through 2013, the latesidast available for that period.

Global Handset Sales By Technology (1)
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2007 2008 2009 2010 2011 2012 2013
3G (WCDMA) (2)| 152 308 282 524 702 810 1081
B3IG(COMA) (3) 168 151 138 167 156 142 133
W2G/2.5G (4) 802 720 660 715 595 434 282

Total 1122 1,178 1,080 1406 1453 1486 1,506

M Units

(1) Source: Strategy Analytics, Inc. December 2@l8bal Handset Shipment Forecast by
Quarter for 2009 (2007 through 20!
Strategy Analytics, Inc. Jun®20Global Handset Sales Historical and
Forecast 20-2013 (2010 through 201z

(2) Includes: WCDMA/HSPA, LTE, and T-SCDMA.
(3) Includes: cdma2000 and its evolutions, such a-DO.
(4) Includes: GSM/GPRS/EDGE and Analog, iDEN, TDMA, Pat®l PDC
The growth in new cellular subscribers, coreldimvith existing customers choosing to replace tin@bile phones, helped fuel the growth
of mobile phone sales from approximately 168 millimits in 1998 to almost 1.2 billion units in 2088e believe the combination
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of a broad subscriber base, continued technologlaatge and the growing dependence on the Interaegil and other digital media sets the
stage for continued growth in the sales of advandesless products and services over the nextyfdars. While recent market forces and a
global economic downturn may contribute to a declimtotal handset sales for 2009, analysts coatiaypredict that the shift to advanced 3G
devices will continue to increase sales in tha¢gaty. For these same reasons, shipments of 3Qeehaiones, which represented
approximately 25% of the market in 2007, are pitedi¢o increase to approximately 80% of the maloke?2013. Moreover, recent advance
3G technologies that support devices offering higtada rates have met with rapid consumer uptake.

In addition to the advances in digital celiulechnologies, the industry has also made sigmfiadvances in non-cellular wireless
technologies. In particular, IEEE 802.11 WLAN hasngd momentum in recent years as a wireless bapadéolution in the home and office
and in public areas. IEEE 802.11 technology offégh-speed data connectivity through unlicensedtsaavithin a relatively modest
operating range. Since its introduction in 1998pisenductor shipments of products built to the IEEER.11 Standard have shipped nearly
1 billion units cumulatively through 200&\nalysts forecast that these cumulative shipmeratg reach 4 billion by 2012In addition, the
IEEE wireless Standards bodies are creating sed¢amidards to enable higher data rates, providerage over longer distances and enable
roaming. These Standards are establishing techspealifications for high data rates, such as IEBEB (WiMAX), as well as technology
specifications to enable seamless handoff betwifmmaht air interfaces (IEEE 802.21).

Repurchase of Common Stock

In 2006, our Board of Directors authorized thpurchase of up to $350.0 million of our outstagccommon stock (the “2006 Repurchase
Program”). In October 2007, our Board of Directauthorized a $100.0 million share repurchase pmdthe “2007 Repurchase Program”).
The Company could repurchase shares under thegonsghrough open market purchases, pre-arrangdiddrplans or privately negotiated
purchases. During 2006, we repurchased approxiynét&imillion shares of common stock for $192.4lianl. At December 31, 2006, we
accrued accounts payable of approximately $7.6anikssociated with our obligation to settle laEcBmber repurchases. We completed the
2006 Repurchase Program in first half 2007 thrahghrepurchase of an additional 4.8 million shafesommon stock for $157.6 million in
2007. Under the October 2007 authorization in 20@¥repurchased approximately 1.0 million sharesoofimon stock for $18.5 million. At
December 31, 2007, we accrued accounts payablgpobdmately $0.8 million associated with our oblign to settle late December
repurchases. During 2008, we completed the 2001iRbase Program through the repurchase of 3.8omihares of common stock for
$81.5 million.

Intellectual Property Rights Enforcemer

From time to time, if we believe any partyégjuired to license our patents in order to martufacand sell certain digital cellular products
and such party has not done so, we may institgtd Ection against them. This legal action typictdkes the form of a patent infringement
lawsuit or an administrative proceeding such asai&n 337 proceeding before the U.S. Internatidmatle Commission (“USITC"). In
addition, we and our licensees, in the normal eoofdusiness, might seek to resolve disagreenbemtgeen the parties with respect to the
rights and obligations of the parties under thdiagbple license agreement through arbitration tagdtion.

In 2008, our patent litigation and arbitratimosts decreased to $34.0 million from $38.6 millim 2007. This represented 58% of our 2008
total patent administration and licensing cost$%8.9 million. Patent litigation and administraticosts will vary depending upon activity
levels and it is likely they will continue to besmnificant expense for us in the future.

Developmen

Our investments in the development of advamtigithl wireless technologies and related prodirstkide maintaining a highly specialized
engineering team and providing that team with tipgiEment and advanced software platforms necessaypport the development of
technologies. Over each of the last three yearscast of development has ranged between 45% avtddd2ur total operating expense,
exclusive of non-recurring contingency accruals apbsitioning charges. The largest portion of anst of development has been personnel
costs.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Our consolidated financial statements aredasethe selection and application of accountiriggiples, generally accepted in the United
States of America, which require us to make estisiahd assumptions that affect the amounts reporteath our consolidated financial
statements and the accompanying notes theretoeenents and their effects cannot be determinéuatisolute certainty. Therefore, the
determination of estimates requires the exercigedgiment. Actual results could differ from thestirates and any such differences may be
material to the financial statements. Our significaccounting policies are described in Note 2uoamnsolidated financial statements and are
included in Item 8 of this Form 10-K. We believe thccounting policies that are of particular impode to the portrayal of our financial
condition and results and that may involve a higlegree of complexity and judgment in their apgi@acompared to others are those
relating to patents, contingencies, revenue retiogrnicompensation and income taxes. If differesstuanptions were made or different
conditions had existed, our financial results cchdsle been materially different.
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Patents

We capitalize external costs, such as filiegsfand associated attorney fees, incurred toistied patents and patent license rights. We
expense costs associated with maintaining and defgpatents subsequent to their issuance. We em@adpitalized patent costs on a
straight-line basis over ten years, which represtivg estimated useful lives of the patents. Theéar estimated useful life of internally
generated patents is based on our assessmenhdistiors as the integrated nature of the portédiieing licensed, the overall makeup of the
portfolio over time and the length of license agneats for such patents. The estimated useful b¥esquired patents and patent rights,
however, have and will continue to be based onragpanalyses related to each acquisition and nffey fom the estimated useful lives of
internally generated patents. The average estimestefill life of acquired patents used thus farlbieen 15 years. We assess the potential
impairment to all capitalized net patent costs wéeents or changes in circumstances indicate lieatdrrying amount of our patent portfolio
may not be recoverable. Amortization expense releieapitalized patent costs was $11.9 million3$8illion and $7.8 million in 2008,

2007 and 2006, respectively. As of December 31820@ 2007, we had capitalized gross patent c6§%59.7 million and $132.1 million,
respectively, which were offset by accumulated dization of $56.9 million and $45.0 million, respeely. The weighted average estimated
useful life of our capitalized patent costs at Deber 31, 2008 and 2007 was 10.9 years and 11.8,yeapectively.

Contingencies

We recognize contingent assets and liabilitielccordance with Statement of Financial Accoygntandards (SFAS) No.Accounting
for Contingencie.. We do not include expected legal fees to defendadves in our accruals for contingent liabilifie® expense such legal
fees in the periods in which the related serviceaovided.

In second quarter 2007, we recorded a $16l®mcharge to increase a $3.4 million contingkatility to $20.0 million. Subsequently we
have accrued post judgment interest expense ofr§illiBn ($1.1 million during 2008) and reportedcsuinterest expense within the interest
and investment income, net, line within our Corgatied Statements of Income. This contingency relat@an arbitration with Federal over an
insurance reimbursement agreement. In second qz&®8, InterDigital deposited $23.0 million withet Clerk of the Court, an amount
sufficient to secure Federal’'s judgment and argitgid interest until decision by the Court of Apgeal

In fourth quarter 2007, we accrued $7.8 millfor the potential reimbursement of legal fee®aisdéed with our UKII matter with Nokia.
During 2008, we recognized a credit of $3.9 millassociated with the reduction of this accrualdnrection with the resolution of the Nokia
UK matters.

Revenue Recognitio

We derive the majority of our revenue fromgualicensing. The timing and amount of revenu@gaized from each licensee depends
upon a variety of factors, including the speciéos of each agreement and the nature of the daltikess and obligations. Such agreements
are often complex and include multiple elementesehagreements can include, without limitatiornelets related to the settlement of past
patent infringement liabilities, up-front and nafundable license fees for the use of patents akdfmwv-how, patent and/or know-how
licensing royalties on covered products sold bgrigees, cross licensing terms between us andmahérs, the compensation structure and
ownership of intellectual property rights assodatéth contractual technology development arrangésje@dvanced payments and fees for
service arrangements, and settlement of outstanmitent litigation. Due to the inherent difficuity establishing reliable, verifiable and
objectively determinable evidence of the fair vabii¢he separate elements of these agreementmtétheevenue resulting from such
agreements may sometimes be recognized over tf@mpance period. In other circumstances, such@sethgreements involving
consideration for past and expected future patarlty obligations, after consideration of the marar facts and circumstances, the
appropriate recording of revenue between periodsneguire the use of judgment. In all cases, reggawnly recognized after all of the
following criteria are met: (1) written agreemehts/e been executed; (2) delivery of technologyhtelliectual property rights has occurred or
services have been rendered; (3) fees are fixddterminable; and (4) collectability of fees isseaably assured.

We establish a receivable for payments expectde received within twelve months from the hatasheet date based on the terms in the
license. Our reporting of such payments often tesnlan increase to both accounts receivable afefréd revenue. Deferred revenue
associated with fixed fee royalty payments is défeesbon the balance sheet as short-term whensitli®duled to be amortized within twelve
months from the balance sheet date. All other dederevenue is classified as long-term, as amdonis recognized over the next twelve
months are not known.

Patent License Agreemet

Upon signing a patent license agreement, weige the licensee permission to use our patemteshtions in specific applications. We
account for patent license agreements in accordaitheEmerging Issue Task Force (EITF) No. 00Rdvenue Arrangements with Multiple
Deliverablesand Staff Accounting Bulletin (SAB) No. 1@Revenue RecognitioWe have elected to utilize the leased-based model f
revenue recognition, with revenue being recogniaest the expected period of benefit to the licensemler our patent license agreements,
we typically receive one or a combination of thkolwing forms of payment as consideration for petimg our licensees to use our patented
inventions in their applications and products:

Consideration for Prior Sale€onsideration related to a licensee’s product dabas prior periods may result from a negotiatedeagient
with a licensee that utilized our patented invamgiprior to signing a patent license agreement ustbr from the resolution of a
disagreement or arbitration with a licensee oversgpecific terms of an existing license agreem&fiet may also receive consideration for
prior sales in connection with the settlement dépalitigation where there was no prior patentfise agreement. In each of these cases,
we record the consideration as revenue when we d¢lataéned a signed agreement, identified a fixedeterminable price and determined
that collectability is reasonably assur



Fixed Fee Royalty Paymentdp-front, non-refundable royalty payments thatifuthe licensee’s obligations to us under a patieeinse

agreement, for a specified time period or for gretof the agreement. We recognize revenues rdiatécked Fee Royalty
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Payments on a straight-line basis over the effeddvm of the license. We utilize the straight-imethod because we cannot reliably
predict in which periods, within the term of a lise, the licensee will benefit from the use of patented inventions.

PrepaymentdJp-front, non-refundable royalty payments towardis@nsee’s future obligations to us related teitpected sales of
covered products in future periods. Our licensebtiations to pay royalties extend beyond the astian of their Prepayment balance.
Once a licensee exhausts its Prepayment balanaaay@rovide them with the opportunity to make &eotPrepayment toward future
sales or it will be required to make Current Roy&ayments.

Current Royalty PaymentRoyalty payments covering a licensee’s obligatimngs related to its sales of covered producthéncurrent
contractual reporting period.

Licensees that either owe us Current Royadtynients or have Prepayment balances provide usqwétterly or semi-annual royalty
reports that summarize their sales of covered ptsdand their related royalty obligations to us. W#cally receive these royalty reports
subsequent to the period in which our licenseedetging sales occurred. We recognize revenuedrp#riod in which the royalty report is
received and other revenue recognition criteriana@édue to the fact that without royalty reportst our licensees, our visibility into our
licensees sales is very limited.

The exhaustion of Prepayments and Current RoPayments are often calculated based on refsedinit sales of covered products.
From time to time, licensees will not report revesiin the proper period, most often due to legaduties; when this occurs, the timing and
comparability of royalty revenue could be affected.

In cases where we receive objective, veriiablidence that a licensee has discontinued shjgsducts covered under a patent license
agreement with us, we recognize any related defeaeenue balance in the period that we receivk suitlence.

During 2007, we recognized revenue of $5.2ionilrelated to unpaid patent licensee royalties. Wésed our recognition of this revenue on
royalty reports received, despite the fact thafitensee had expressed its belief that it didhaete a current payment obligation. We belie
that we were entitled to these royalty paymentsthadventual collection of these amounts was reddyp assured; we subsequently colle
these amounts in 2008.

Technology Solutions Revenue

Technology solutions revenue consists primarilrevenue from software licenses and enginees@rgices. Software license revenues are
recognized in accordance with the American IngitftCertified Public Accountants Statement of Basi(SOP) 97-Software Revenue
Recognitiorand SOP 98-8odification of SOP 97-2, Software Revenue ReciognitWhen the arrangement with a customer includes
significant production, modification or customizatiof the software, we recognize the related regersing the percentage-of-completion
method in accordance with SOP 8 dcounting for Performance of Construction-Type @adtain Production-Type ContractéJnder this
method, revenue and profit are recognized througtiauterm of the contract, based on actual labstscincurred to date as a percentage of
the total estimated labor costs related to theraohtChanges in estimates for revenues, costprarfits are recognized in the period in which
they are determinable. When such estimates indibatecosts will exceed future revenues and adoshe contract exists, a provision for the
entire loss is recognized at that time.

We recognize revenues associated with engditgeservice arrangements that are outside the sgio®P 81-1 on a straight-line basis
under SAB No. 104, unless evidence suggests thaetlenue is earned in a different pattern, overctmtractual term of the arrangement or
the expected period during which those specifiedises will be performed, whichever is longer. itk cases we often recognize revenue
using proportional performance and measure theressgf our performance based on the relationsdtiwd®en incurred labor hours and total
estimated labor hours or other measures of progfemgilable. Our most significant cost has bldror and we believe both labor hours and
labor cost provide a measure of the progress ofewices. The effect of changes to total estimatedract costs is recognized in the period
such changes are determined.

When technology solutions agreements inclogalty payments, we recognize revenue from theltpyayments using the same methods
described above under our policy for recognizingereie from patent license agreements.
Deferred Charge

From time-to-time, we use sales agents testsgsiin our licensing activities. In such casesmay pay a commission. The commission
rate varies from agreement to agreement. Commissiamnormally paid shortly after our receipt affc@ayments associated with the patent
license agreements.
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We defer recognition of commission expensateel to both Prepayments and Fixed Fee Royalty Batgnand amortize these expenses in
proportion to our recognition of the related revenim 2008, 2007 and 2006, we paid cash commissibapproximately $0.1 million, $1.7
million and $18.8 million and recognized commisséxpense of $4.7 million, $4.7 million, and $8.4lion, respectively, as part of patent
administration and licensing expense. At Decemhef808, 2007 and 2006 we had deferred commissipanse of approximately
$3.4 million, $4.1 million and $4.1 million, resgiely, included within prepaid and other curreasets and $4.9 million, $8.8 million and
$12.0 million, respectively, included within othesn-current assets.

Compensation Programs

We use a variety of compensation program®tb bttract and retain employees and more closigly amployee compensation with
Company performance. These programs include, leueatrlimited to, an annual bonus tied to perforogagoals, cash awards to inventors
filed patent applications and patent issuancesjce=sl stock unit (RSU) awards for non-managei$ atong-term compensation program
(LTCP) for managers that includes both time andoparance-based RSUs and a performance-based aasttiie component. The LTCP is
designed to have three year cycles that overlagneyyear. The cycles relevant to the 2006 — 20p8rtig period are:

. Cash Cycle 2a: A lor-term performance cash incentive covering the pelidg 1, 2005 through January 1, 2(

. RSU Cycle 2: RSUs granted on January 1, 2005, wiéshon or before January 1, 2(

. RSU Cycle 3: RSUs granted on January 1, 2007, wiéshon or before January 1, 2(

. Cash Cycle 3: A lor-term performance cash incentive covering the petauiary 1, 2008 through January 1, 2

We recognized share-based compensation expéfsel million, $9.8 million and $7.0 million 2008, 2007 and 2006, respectively. The
majority of the share-based compensation expeasajlfyears, related to RSU awards granted to gnsaunder our LTCP. In 2006, share-
based compensation expense also included a norirecaoharge of $1.0 million to correct our accangtrelated to share-based grants
awarded to two non-employee, non-director constdtan1998. We previously accounted for these nopleyee grants similarly to share-
based employee grants, using the intrinsic valuthaoe The charge reflects the incremental costwiald have been recognized by corre
treating these grants as non-employee grants thsnfair value method. We also recognized $17.8anjl$3.9 million and $3.5 million of
compensation expense in 2008, 2007 and 2006, tesggcrelated to the performance-based cash iiennder our LTCP. The 2008
amount includes a fourth quarter 2008 charge of $8llion to increase our accrual for Cycle 2a frtra previously estimated payout of
100% to the actual payout of 175%. The increadkdrincentive payout was driven by the Companytsss in achieving a number of key
goals, including signing LG and Samsung, two ofttefive cellular handset OEMSs, to 3G licensingesgnents. These licenses helped
increase our share of the 3G market under licase &pproximately 20% to approximately 50%, andsdrsubstantial positive operating
cash flow over the period. Due to the 2008 chaogedfust the accrual rate on Cycle 2a and thetstreiof the different cycles in the LTCP,
we expect that 2009 expenses associated with t@rpance-based cash incentive and RSUs will becaqipately $8.1 million less than
2008. However, the amount recorded could eitheesee or decrease dependent upon both the numéepidyees that qualify for the
LTCP and our future assessment of the expecteidmiat of pre-established performance goals.

At December 31, 2008, accrued compensatiorresgassociated with the LTCP’s performance-bas#l incentive was based on an
actual payout of 175% for Cycle 2a and an estimpsgaut of 100% for Cash Cycle 3. Under the progrEd®% achievement of the goals set
by the Compensation Committee of the Board of Daecresults in a 100% payout of the performanaefaash incentive target amounts.
For each 1% change above or below 100% achievemhenpayout is adjusted by 2.5 percentage poirtts avmaximum payout of 225% and
no payout for performance that falls below 80%aw§et results. The following table provides exarsmtthe performance-based cash
incentive payout that would be earned based omwalevels of goal achievement:

Goal

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

If we had assumed that goal achievement feh@ycle 3 would be either 120% or 80%, we wouldehaccrued either $2.3 million more
or less, respectively, of related compensation espe¢hrough December 31, 2008. However, our estunatcrual could either increase or
decrease in the future dependent upon our futwesament of the expected attainment against pablssted performance goals.

During 2006, fourteen members of our senionag@ment voluntarily exchanged approximately 56 O9€le 2 time-based RSUs for an
equal number of Cycle 2 performance-based RSUsCBmepany ultimately satisfied these performancetdda&SUs in early 2008
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through the issuance of approximately 11,000 sha@sed upon senior management’s performance agpiesified goals. During 2006, the
LTCP was amended such that, beginning with thealgnl, 2007 grant, executives now receive 50% @if tRSU grant as performanbasec
RSUs and 50% as time-based. Under the amendme@otihpany’s managers now receive 25% of their R3lutgrs performance-based
RSUs and 75% as time-based.

Under the program, 100% achievement of thésgert by the Compensation Committee of the BohRirectors results in a 100% payout
of the performance-based RSU incentive target atso&or each 1% change above or below 100% achevieithe payout is adjusted by
4 percentage points with a maximum payout of 30B&6.performance that falls below 80% of targetshare payout would occur. The
following table provides examples of the performahased RSU payout that would be earned basedrmusdevels of goal achievement:

Goal

Achievement Payout
less than 809 0%
80% 20%
100% 10(%
120% 18(%
150% or greate 30(%

At December 31, 2008, we did not meet theeddtspecified by SFAS No0.123R to accrue perforraarased equity compensation
associated with the Cycle 3 RSU grant. If we hatltime criteria, we would have accrued $2.4 milladnmelated compensation expense
through December 31, 2008. We will establish amsaddor these performance RSUs in the future iffoture assessment of the expected
attainment against pre-established performancesgoeéts certain criteria for performance-basedest@mpensation established by SFAS
No.123R.

Income Taxes

Income taxes are accounted for under the asskliability method. Under this method, defertaxi assets and liabilities are recognized for
the estimated future tax consequences attributatdéferences between the financial statementygagramounts of existing assets and
liabilities and their respective tax bases, andatpgy loss and tax credit carryforwards. Defertiadassets and liabilities are measured using
enacted tax rates in effect for the year in whietse temporary differences are expected to be eeedwor settled. The effect on deferred tax
assets and liabilities of a change in tax ratesdsgnized in the Consolidated Statement of Incontkee period that includes the enactment
date. A valuation allowance is recorded to redheecarrying amounts of deferred tax assets if mamagt has determined that it is more
likely than not, that such assets will not be i

In addition, the calculation of tax liabiligénvolves significant judgment in estimating thgact of uncertainties in the application of
complex tax laws. We are subject to examinationthbyinternal Revenue Service (“IRS”) and otheirtgjurisdictions on various tax
matters, including challenges to various positimesassert in our filings. In the event that the BRGnother taxing jurisdiction levies an
assessment in the future, it is possible the assrgcould have a material adverse effect on onsaalated financial condition or results of
operations.

Effective January 1, 2007 the Company adop#8B Interpretation No. 4&ccounting for Uncertainty in Income TaxgBIN 48"). This
interpretation clarifies the criteria for recogmigiincome tax benefits under FASB Statement No, A68ounting for Income Taxesnd
requires additional disclosures about uncertairptasitions. Under FIN 48 the financial statemegbgmition of the benefit for a tax position
is dependent upon the benefit being more likely that to be sustainable upon audit by the applectbt authority. If this threshold is met,
the tax benefit is then measured and recogniztitbdairgest amount that is greater than 50 pefitety of being realized upon ultimate
settlement.

We adopted FIN 48, on January 1, 2007. Asalref the implementation, we recognized a $2.llioniincrease to reserves for uncertain
tax positions. This increase, related to fedepattadits, was accounted for as a reduction tanmetbearnings on the balance sheet. Including
this cumulative effect adjustment, on January D728e had $6.2 million of net federal tax benefiiat, if recognized, would reduce our
effective income tax rate in the period recogniZ&ibr to the adoption of FIN 48, we accrued for ¢antingencies that have met both the
probable and reasonably estimable criteria. Irethent that the IRS or another taxing jurisdictieviés an assessment in the future, it is
possible the assessment could have a materialssdeéfect on our consolidated financial conditiomesults of operations.
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NEW ACCOUNTING STANDARDS
SFAS No. 157

In September 2006, the Financial Accountiran8ards Board (“FASB”) issued Statement of Findrst@ounting Standard (“SFAS”)
No. 157,Fair Value Measurementshich defines fair value, establishes a frameworknfieasuring fair value in generally accepted
accounting principles and expands disclosures diagutalue measurements. SFAS No. 157 does naineegny new fair value
measurements but provides guidance on how to meéauralue by providing a fair value hierarchyedso classify the source of the
information. For financial assets and liabiliti€&:AS No. 157 was effective for us beginning Jandal008. In February 2008, the FASB
issued FASB Staff Position (“FSP”) No. FAS 157Application of FASB Statement No. 157 to FASB Si@ié No. 13 and Other Accounting
Pronouncements That Address Fair Value Measurenfenurposes of Lease Classification or Measurameder Statement 13 and F.
No. FAS 15-2, Effective Date of FASB Statement No. F5P 157-1 amends SFAS No. 157 to remove certasmig#ransactions from its
scope. FSP 157-2 delays the effective date of SRASL57 to fiscal years beginning after November2®8 for all non-financial assets and
non-financial liabilities, except for items thaeaecognized or disclosed at fair value in therfoial statements on a recurring basis (at least
annually) and will be adopted by the Company begopim the first quarter of fiscal 2009. In Octol2808, the FASB issued FSP No. 157-3,
Determining the Fair Value of a Financial Asset \Whiege Market for That Asset is Not Actito clarify the application of SFAS 157 in
inactive markets for financial assets. FSP 157¢abne effective upon issuance and SFAS No. 157astefe for fiscal years beginning after
November 15, 2007. The adoption of SFAS No. 157if@ncial assets and liabilities did not have Hiaat on the Compar’s financial
condition or results of operations. The Compamguisently evaluating the effect, if any, of the ption of SFAS No. 157 for non-financial
assets and liabilities, but does not currentlydweliadoption will have a material impact on the @any’s financial condition and results of
operations.

SFAS No. 159

In February 2007, the FASB issued SFAS No, ITh@ Fair Value Option for Financial Assets and Fioal Liabilities,which provides
companies with an option to report selected finalreessets and liabilities at fair value in an agieto reduce both complexity in accounting
for financial instruments and the volatility in aargs caused by measuring related assets andtiegbdifferently. SFAS No. 159 was
effective for us beginning January 1, 2008. The gany’s adoption of SFAS No. 159 on January 1, 2008 didwaterially affect its financi
position or results of operations, as the Compadydt elect the option to report selected finahagsets and liabilities at fair value.

SFAS No. 141-R

In December 2007, the FASB issued SFAS No-RABusiness Combinationshich revised SFAS No. 14Business Combinations.
SFAS No. 141-R is effective for us beginning Japuar2009. Under SFAS No. 141, organizations @idithe announcement date as the
measurement date for the purchase price of theirachentity. SFAS No. 141-R requires measuremetiteatiate the acquirer obtains control
of the acquiree, generally referred to as the aifip date. SFAS No. 141-R will have a significanpact on the accounting for transaction
costs and restructuring costs, as well as thainigicognition of contingent assets and liabiliaesumed during a business combination. U
SFAS No. 141-R, adjustments to the acquired estitigferred tax assets and uncertain tax positiembas occurring outside the
measurement period are recorded as a compondrg ofdome tax expense, rather than goodwill. The@my adopted this statement on
January 1, 2009. SFAS No. 141-R’s impact on acdéogrior business combinations is dependent uponisitipns, if any, made on or after
that time.

FSP No. EITF 03-6-1

In June 2008, the FASB issued Staff Positféi$P") No. EITF 03-6-1Determining Whether Instruments Granted in SharedBa
Payment Transactions are Participating Securitwhich addresses whether instruments granted iredhesed payment transactions are
participating securities prior to vesting and, #iere, need to be included in earnings allocatiocomputing earnings per share under the two
class method as described in SFAS No. E28nings Per ShardJnder the guidance in FSP EITF 03-6-1, unvestedeshased payment
awards that contain non-forfeitable rights to dénds or dividend equivalents (whether paid or wutypaiie participating securities and shall be
included in the computation of earnings per sharsymant to the two class method. FSP EITF 03-6efféstive for fiscal periods beginning
after December 15, 2008. All prigeeriod earnings per share data presented shatljosted retrospectively. Early application is netrpitted
We are currently evaluating the potential impadhef adoption of this FSP to our Consolidated &tates of Income.
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LEGAL PROCEEDINGS

We are routinely involved in disputes ass@tdawith enforcement and licensing activities regayaur intellectual property, including
litigations and other proceedings. These litigagiand other proceedings are important means toeenéur intellectual property rights. A
January 2009 settlement of various litigations atiér proceedings with Samsung resulted in a $4®dlidn patent license agreement. We
are a party to other disputes and legal actionsatated to our intellectual property, but alssiag in the ordinary course of our business.
Refer to Item 3 of Part | of this Form 10-K for @naplete description of our material legal procegdin

FINANCIAL POSITION, LIQUIDITY AND CAPITAL REQUIREME NTS

Our primary sources of liquidity are cash hcaguivalents and short-term investments, as welk@ash generated from operations. We have
the ability to obtain additional liquidity througtebt and equity financings but have not had a fagmit debt or equity financing in over
ten years and do not anticipate a need for sueimdings in 2009. Based on our past performanceamdnt expectations, we believe our
available sources of funds, including cash, caslivetents and shotterm investments and cash generated from operatiiise sufficient tc
finance our operations, capital requirements arydséwck repurchase programs that we may initiaf0@9. Although our existing revenue
streams have been affected by the recent globabetic downturn, as more fully discussed in the ‘iBass” portion of Item 7, our near term
revenues are partially insulated from market swiigse 40% of our recurring patent license revenuse based on fixed payments in 2008,
and that proportion is expected to increase in 2009

Cash, cash equivalents and short-term investments

At December 31, 2008 and 2007, we had thewatlg amounts of cash, and cash equivalents armt-&hm investments (in thousands):

December 31,

2008 2007
Cash and cash equivalel $100,14- $ 92,01¢
Shor-term investment 41,51¢ 85,44¢
Total Cash, cash equivalents and s-term investment $141,66( $177,46°

Our cash, cash equivalents and short-termstments decreased $35.8 million in 2008. The dsereas primarily due to our repurchase
of $82.3 million of our common stock and $40.8 mill of capital investments for the purchase of prop equipment and technology licen
and patent filing costs. These items were partigedfoy cash from operations of $85.8 million.

We regularly review our cash and short-termegtment positions. We have not identified any mtanpairment in our portfolio of cash,
cash equivalents or short-term investments, althptlge overall rate of return on our portfolio ikeereased along with the interest rates on
the investments within the portfolio.

Cash flows from operations
We generated the following cash flows fronn operating activities in 2008 and 2007 (in thowsgn

2008 2007
Net cash provided by operating activit $85,81: $152,72

The positive operating cash flow in 2008 anesecipally from receipts of approximately $272nlllion related to 2G and 3G patent
licensing agreements. These receipts includedniaé$95.0 million installment from LG under our@patent license agreement, current
royalty payments of $36.6 million from Sharp Comtizn of Japan (“Sharp”) and $26.6 million from NBEGrporation of Japan (“NEC")
based on the royalty reports they submitted duttiegperiod. We received prepayments, fixed paymeamtscurrent royalties totaling
$113.9 million from other licensees. These recensge partially offset by cash operating expenseerating expenses less depreciation of
fixed assets, amortization
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of intangible assets and non-cash compensatidb)s8.0 million, cash payments for foreign sourcthialding taxes of $16.0 million,
estimated federal income tax payments of $7.2 anilind changes in working capital during 2008.

The positive operating cash flow in 2007 anasecipally from receipts of approximately $303mllion related to 2G and 3G patent
licensing agreements. These receipts included $88lion from LG, $41.6 million from Sharp, $32.4ilion from NEC, $55.8 million from
other licensees that signed new or amended patenske agreements in 2007 and $78.6 million froneoéxisting licensees. These receipts
were partially offset by cash operating expenspsi@ting expenses less depreciation of fixed gsaetsrtization of intangible assets and non-
cash compensation) of $179.4 million, cash paymfenttoreign source withholding taxes of $16.1 roitl and changes in working capital
during 2007.

Working capital

We believe that working capital, adjustedstolede cash, cash equivalents, short-term invednearrent maturities of debt and current
deferred revenue, provides additional informatibowt assets and liabilities that may affect our+tean liquidity. The following table
reconciles our working capital to our adjusted vilngkcapital at December 31, 2008 and 2007 (in thods):

December 31

2008 2007

Current assel $ 241,02: $ 371,418
Current liabilities (126,53) (157,189
Working capital 114,48« 214,22¢
(Subtract) Adc

Cash and cash equivalel (100,14 (92,019
Shor-term investment (41,51¢ (85,449
Current portion of lon-term debt 1,60¢ 1,311
Current deferred revent 78,64¢ 78,89¢
Adjusted working capite $ 53,07¢ $116,97:

The $63.9 million decrease in adjusted worldagital is primarily due to the collection of L&isal installment of $95.0 million in 2008
and an increase in accrued compensation accru&g2o8 million, primarily due to our long-term casigentive. These decreases to adjusted
working capital were partially offset by a $31.7lion decrease in account payable, approximatetyttvirds of which related to our posting
of a bond in the Federal matter (refer to “Fedewathin Item 3 of Part | of this Form 10-K for momgformation) and a $15.7 million
reduction in taxes payable associated with forgighholding taxes paid upon the collection of theaf LG installment.

We obtained net cash from investing activit€$2.6 million in 2008 and used net cash fromesting activities of $54.3 million in 2007.
We sold $44.0 million and $12.8 million of shortstemarketable securities, net of purchases, in 20082007, respectively. This increase
was driven by our respective cash needs for eadhdpand contributed to an $8.1 million increasedsh and cash equivalents in 2008.
Purchases of property and equipment decreased Ta$llion in 2008 from $13.8 million in 2007 due the high levels of development tools
and engineering needed in 2007 to enhance our netnfoastructure and systems. We also paid $7I0amiand $24.4 million in 2008 and
2007, respectively, toward technology licenses s&agy for our SlimChip product family. Investmensts associated with patents increased
from $23.9 million in 2007 to $28.2 million in 2008his increase reflects higher patent applicasictivity over the past several years,
combined with the lag effect between filing anialipatent application and the incurrence of ctsissue the patent in both the U.S. and
foreign jurisdictions.

Net cash used in financing activities decrd#82.5 million primarily due to a $100.8 millioectease in the amount of stock we
repurchased in 2008. We also received $4.3 mibiod $3.6 million less in respective contributiora option and/or warrant exercises and
tax benefits from share-based compensation as aechpathe prior year.

Other

Our combined short-term and long-term deferes@nue balance at December 31, 2008 was appr®tin&259.7 million, a decrease of
$43.7 million from December 31, 2007. In 2008, wearded gross increases in deferred revenue o2 $8dlion, $64.2 million related to ne
prepayments from new and existing licensees and$20lion related to an accrued receivable frormeaisting licensee. The gross increases
in deferred revenue were more than offset by 2@38rced revenue recognition of $86.5 million retate the amortization of fixed
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fee royalty payments, $41.4 million related to pait exhaustion of prepaid royalties (based upgmlty reports provided by our licensees)
and the recognition of deferred revenue relateddd¢bnology solutions agreements.

In 2009, based on current license agreemesetexpect the amortization of fixed fee royalty paynts to reduce the December 31, 2008
deferred revenue balance of $259.7 million by $78il6on. Additional reductions to deferred revenwil be dependent upon the level of per-
unit royalties our licensees report against prepaildnces.

At December 31, 2008 and 2007, we had apprabdin 2.9 million options outstanding that had eis& prices less than the fair market
value of our stock at each balance sheet date eTdpfons would have generated cash proceeds ©dhmpany of $38.9 million and $33.1
million, respectively, if they had been fully exised.

Credit Facility

Through December 31, 2009, we have a $60anillinsecured revolving credit facility (the Cretigreement) available to us. The Credit
Agreement was entered into by the Company, Baknadrica, N.A., as Administrative Agent, and CitiseBank of Pennsylvania.
Borrowings under the Credit Agreement will, at @@mpany’s option, bear interest at either (i) LIBPIRs 65 basis points or (ii) the higher
of the prime rate or 50 basis points above therfddends rate. The customary restrictive finanaiadl operating covenants under the Credit
Agreement continue in full force and effect andude, among other things, that the Company is requb (i) maintain certain minimum
cash and short-term investment levels, (ii) mamtainimum financial performance requirements assueal by the Company’s income or
loss before taxes with certain adjustments, afdiiit or prohibit the incurrence of certain inotledness and liens, judgments above a
threshold amount for which a reserve is not mai@j and certain other activities outside of thdir@ry course of business. Borrowings
under the Credit Agreement can be used for gewgerpbrate purposes including capital expenditumesking capital, letters of credit, certe
permitted acquisitions and investments, cash dinddeand stock repurchases. As of December 31, 200&ompany did not have any
amounts outstanding under the Credit Agreement.

Contractual Obligations

We did not have any significant purchase atilans outside our ordinary course of businesseaeihber 31, 2008. We had a FIN 48
reserve of $4.4 million, excluding accrued interastDecember 31, 2008.

The following is a summary of our consolidatEbt and lease obligations at December 31, 200i(lions):

Obligation Total 1-3 Years 4-5 Years Thereafter
Debt $ 2¢ $ 2.7 $ 0.2 $ 0.C
Operating lease 8.2 6.2 1.8 0.2
Total debt and operating lease obligati $ 11.2 $ 8¢ $ 2C $ 02

Off-Balance Sheet Arrangements

We do not have any off-balance sheet arrangtnas defined by regulation S-K 303(a)(4) promigdainder the Securities Act of 1934.

RESULTS OF OPERATIONS
2008 Compared With 2007

Revenues
2008 2007

Pel-unit royalty revenus $ 120.¢ $ 136.¢
Fixed fee and amortized royalty rever 86.5 79.2
Recurring patent licensing royalti 207.1 216.1
Past infringement and other r-recurring royaltie: 9.4 14.7
Total patent licensing royaltie 216.5 230.¢
Technology solutions reveni 12.C 3.4
Total revenue $ 228.F $ 234.C
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Revenues were $228.5 million in 2008, compaoe®l34.2 million in 2007. Recurring patent licergsroyalties were $207.1 million in
2008, down from $216.1 million in 2007. The declineecurring patent licensing royalties was dughtoabsence of recurring 2G revenues
from Sony Ericsson, along with the softening marketapan leading to decreased royalties from ShadoNEC. These decreases were
partially offset by a $14.2 million increase froth@her new and existing licensees.

Technology solution revenue increased in 200812.0 million from $3.4 million in 2007. The irase is primarily attributable to royalt
and license fees associated with our SIimChip moliem

In 2008, 4% of total revenue, or $9.4 millievgs attributable to non-recurring revenue, prilgassociated a non-refundable prepayment,
made in a prior period, by a licensee who has éxfie handset business. Of the remaining 96%, D®.32million, 55% was attributable to
companies that individually accounted for 10% orenaf this amount, and included LG (26%), Shar@4l@nd NEC (12%). In 2007, 6% of
total revenue, or $14.7 million, was attributaldenbn-recurring revenue, primarily associated pitlor period sales of Sony Ericsson’s
covered 2G products identified during a routineia@f the remaining 94%, or $219.5 million, 61%sattributable to companies that
individually accounted for 10% or more of this amtwand included LG (26%), Sharp (20%) and NEC (L5%

Operating Expenses

Excluding non-recurring adjustments to arlibrmand litigation contingencies, operating exganisicreased from $186.8 million in 2007
to $195.8 million in 2008. The $9.0 million increasas primarily due to increases/(decreases) ifofleving items (in millions):

Long-term cash incentive $ 13
Depreciation and amortizatic 6.2
Personnel related cos 4.2
Reserve for uncollectable accou 3.C
Insurance reimburseme (5.5
Patent litigation and arbitratic (4.6)
Shar-based compensatic (4.9
Patent maintenanc (1.9
Other (1.9
Total increase in operating expense excluding ratioh and litigation contingencit 9.C
Decrease in arbitration and litigation contingea: (28.9)
Total decrease in operating expen $ (19.9

The increase in long-term cash incentive pestlted from a charge of $9.4 million to increase accrual for Cycle 2a of our LTCP from
the previously estimated payout of 100% to thealgqiayout of 175%. The balance of this increasethedlecrease in share-based
compensation were both due to the structure of®@P which resulted in overlapping RSU cycles i®2@nd overlapping performance-
based cash incentive cycles in 2008. Patent aratidizincreased due to heightened levels of inténvantive activity in recent years
resulting in the expansion of our patent portfoiaher depreciation and amortization increased gmilgndue to acquisitions of tools and
technology licenses over the last two years aswatiaith our SIimChip product family. Personnelateld costs increased in 2008 primarily
due to the addition of internal resources throug2007 for the development of our SlimChip prodiachily and annual wage increases. The
increase in the reserve for uncollectable accowiésed to the establishment of a reserve agaimateount receivable associated with our
SlimChip modem IP. The decrease for the insuraeiceliursement includes $7.2 million insurance resedpring 2008 to reimburse us for a
portion of our defense costs in certain litigatiith Nokia. This reimbursement was $5.5 millionaper than a related reimbursement
recorded in 2007. Patent litigation and arbitragepenses decreased primarily due to the stayedfltikia Delaware proceedings which was
issued in December 2007 and the resolution of thiddNUK disputes in July 2008. This decrease wasghg offset by increased activity
related to our USITC proceedings against SamsuddNakia in 2008. The decrease in patent mainteneosts was due to a decline from the
high level of patent reviews performed in 2007.

The following table summarizes the changeperating expenses by category (in millions):

2008 2007 Increase/Decreast
Sales and marketir $ 9.2 $ 7€ $ 14 18%
General and administrati 26.€ 24.2 2.4 10
Patents administration and licens 58.¢ 67.€ (8.7) (13
Developmen 101.1 87.2 13.¢ 6
Arbitration and litigation contingencie (3.9 24.4 (28.9) (11€)
Total operating expens $ 191.¢ $ 2112 $ (19.9 (9%
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Sales and Marketing ExpenseThe increase in sales and marketing expense wasiily due to longerm cash incentives ($1.5 million) ¢
personnel related costs ($0.3 million), which weaetially offset by a decrease in share-based cosgi®n ($0.6 million).

General and Administrative Expense:The increase in general and administrative expen2808 was primarily due to the reserve for
uncollectable accounts ($3.0 million) and long-texash incentives ($2.4 million). These increaseewartially offset by the decrease in
share-based compensation ($1.0 million) and redngtin the high levels of legal and consulting sestjuired to assist with our legal entity
reorganization and strategic planning in 2007 ($diliion).

Patents Administration and Licensing ExpenseThe decrease in patent administration and licensipgnse resulted from the above noted
increases in insurance reimbursement ($5.5 millidagreases in patent litigation and arbitratich&$nillion) and patent maintenance
($1.4 million). These decreases were partiallyaiffsy a $2.6 million increase in patent amortizagapense.

Development Expense The increase in development expense was dueteases in long-term cash incentives ($8.6 millidepreciation
and amortization ($4.5 million) and personnel-etbtosts ($3.2 million). These increases werealbrioffset by the decrease in share-based
compensation ($3.1 million).

Arbitration and Litigation Contingencies: In 2008, we recognized a non-recurring credit aB38illion associated with the reduction of a
previously established accrual related to our cgaint obligation to reimburse Nokia for a portidrite attorney’s fees incurred in connection
with the recently resolved UK matters. In 2007,agerued non-recurring charges of $16.6 million & million related to our contingent
obligations to reimburse Federal under an insuragiogbursement agreement and to reimburse Nokia fartion of their legal fees
associated with the UK Il case, respectively.

Interest and Investment Income, Net

Net interest and investment income of $3.4ionilin 2008 decreased $5.5 million or 62% from3®illion in 2007. The decrease
primarily resulted from lower rates of return angér investment balances in 2008 as compared t8, 280well as a $0.7 million write-down
of our investment in Kineto during 2008.

Income Taxes

Our income tax provision for both 2008 and 2@0nsisted of the statutory federal tax rate plusk-tax permanent differences related to

the company’s research and development credits.

2007 Compared With 2006

Revenues
2007 2006

Per-unit royalty revenu $ 136.¢ $ 124.¢
Fixed fee and amortized royalty rever 79.2 81.:
Recurring patent licensing royalti 216.1 206.2
Past infringement and other r-recurring royaltie: 14.5 267.
Total patent licensing royalti 230.¢ 473.¢
Technology solutions reven 3.4 6.8
Total revenue $ 234.: $ 480.t

Revenues were $234.2 million in 2007, comp#oes480.5 million in 2006. The decrease was drivgithe recognition in 2006 of
$253.0 million and $12.0 million of non-recurringvenue related to the resolution of patent licensmatters with Nokia and Panasonic,
respectively, and was partially offset by a $9.4ian increase in recurring patent licensing roitin 2007. The increase in recurring patent
license royalties was related to a new agreemehtAyple, as well as new or higher contributiormtrother existing licensees, including
RIM, Toshiba and Sharp. Together, these factorertt@n offset the loss of recurring 2G royaltiesfiNEC, Ericsson and Sony Ericsson,
which have no further 2G royalty obligations untiegir respective patent license agreements.

Technology solution revenue decreased in 20068.4 million from $6.9 million in 2006. The dew is primarily attributable to reduced
activity under our HSDPA technology programs witfilips Semiconductor B.V. (Philips) and Infineon.
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In 2007, 6% of total revenue, or $14.7 millieras attributable to non-recurring revenue, prilpassociated with prior period sales of
Sony Ericsson’s covered 2G products identifiedriyia routine audit. Of the remaining 94%, or $218illion, 61% was attributable to
companies that individually accounted for 10% orenaf this amount, and included LG (26%), Shar@42@nd NEC (15%). In 2006, 56%
total revenue, or $267.4 million, was associatetth Whie resolution of patient licensing matterspyauily with Nokia and Panasonic. Of the
remaining 44%, or $213.1 million, 62% was attriliniéato companies that individually accounted fo¥4l6r more of this amount, and
included LG (26%), NEC (19%), and Sharp (17%).

Operating Expenses

Excluding one-time arbitration charges of $lillion and $7.8 million associated with our disps with Federal and the on-going Nokia
UK Il case, respectively, operating expenses irsg@drom $144.1 million in 2006 to $186.8 millian2007. The $42.7 million increase was
primarily due to increases/(decreases) in theviotig items (in millions):

Patent litigation and arbitratic $ 154
Consulting service 9.1
Depreciation and amortizatic 7.2
Personnel related cos 5.7
Patent maintenantc 3.1
Shar-based compensatic 2.7
Legal structure reorganizatic 0.¢
Commissions (3.9
Other 2.3
Total increase in operating expense excluding ratimh and litigation contingencit 427
Arbitration and litigation contingencie 24.4
Total increase in operating expen $ 67.1

Patent litigation and arbitration increaseidarily due to our consolidated U.S. Internatiohedde Commission proceeding against
Samsung and Nokia, as well as increased activibthier disputes with Nokia. Consulting services patsonnel related costs increased
primarily due to the need for additional internatiaexternal resources to develop our SlimChip pcotamily. Patent amortization and patent
maintenance costs both increased due to heightemeld of internal inventive activity in recent yeaesulting in the expansion of our patent
portfolio. Other depreciation and amortization gesed due to the recent acquisition of tools actth@ogy licenses to develop our SlimChip
product family. The increase in share-based congtemsexpense resulted from increased LTCP coktterkto the effect of overlapping
RSU cycles in 2007 and was partly offset by a desmaesulting from a non-recurring charge of $lilliam in third quarter 2006 that related
to share-based grants in 1998. Legal and profesisieas unrelated to patent litigation and arkiratncreased due to both our 2007 legal
entity reorganization and insurance disputes. Threseases in operating expenses were partly difset$3.7 million decrease in commiss
expense.

The following table summarizes the changegerating expenses by category (in millions):

2007 2006 Increase
Sales and marketir $ 7.8 $ 6.€ $ 1.2 18%
General and administrati\ 24.2 21.C 3.2 15
Patents administration and licens 67.€ 51.1 16.5 32
Developmen 87.2 65.4 21.¢ 33
Arbitration and litigation contingencie 24.4 — 24.4 10C
Total operating expens $ 211.2 $ 144. $ 67.1 47%

Sales and Marketing ExpenseThe increase in sales and marketing expense wa® doereased travel and consulting costs ($0.5anjl
primarily associated with the advanced marketingwfSlimChip product family and overlapping RSleg ($0.6 million).

General and Administrative ExpenseThe increase in general and administrative expenasrimarily due to increased legal and
consulting services primarily associated with @agdl entity reorganization ($0.9 million), persoincsts associated with wage inflation and
temporary personnel ($0.8 million), increased taotber than income ($0.6 million) and overlappirgURcycles ($0.9 million).

Patents Administration and Licensing ExpenseThe increase in patent administration and licenskjgenses resulted from the above noted
increases in patent litigation and arbitration (#1fillion), patent maintenance ($3.1 million), @@t amortization expense ($1.5 million),
personnel related costs ($0.8 million) and overilegpRSU cycles ($0.4 million). These increases vedfget, in part, by the above noted
decrease in commission expense ($3.7 million) ked?006 non-recurring charge related to share-bgiseds in 1998 ($1.0 million).
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Development Expense The increase in development expense was primaitifiputable to the development of our SlimChipdarct family,
including increased consulting services ($8.4 onil)j depreciation and amortization of developmealtstand technology licenses
($5.7 million), personnel costs ($3.7 million) ameerlapping RSU cycles ($2.5 million).

Arbitration and Litigation Contingencies: In 2007, we accrued non-recurring charges of $t6ligon and $7.8 million related to our

contingent obligations to reimburse Federal undenaurance reimbursement agreement and to reiaiNokia for a portion of their legal
fees associated with the UK Il case, respectively.

Interest and Investment Income, Net

Net interest and investment income of $8.9ionilin 2007 decreased $4.2 million or 32% from &1@illion in 2006. The decrease
primarily resulted from lower investment balanae@2007 due to the completion of our share repuepbasgram and post judgment interest
expense of $0.7 million which we accrued relatetheoFederal Arbitration Award.

Income Taxes

Our 2007 income tax provision consisted ofdtatutory federal tax rate plus book-tax permadéférences related to the company’s
research and development credits. Our 2006 incamprovision consisted of the statutory federalrtte plus book tax permanent
differences and $2.2 million of non U.S. withholgitaxes.

Expected Trends

In first quarter 2009, we expect to reporureicg revenues from existing agreements in thgeast $69.0 million to $71.0 million. The
expected increase of nearly $20.0 million over floguarter 2008 levels reflects the recognitio2 f months of revenue under a new pa
license agreement signed in January 2009, parfdgioby the loss of $1.1 million of fixed revenuaatization from a customer who exited
the handset business. This range does not includpatential impact from additional new agreemehét may be signed during first quarter
2009 or additional royalties identified in audiggularly conducted by us.

FORWARD -LOOKING STATEMENTS

This Form 10-K, including Items 1 and 7, caméaforward-looking statements. Words such as “ekpéwill,” “believe,” “could,”
“would,” “should,” “if,” “may,” “might,” “anticipate,” “unlikely that,” “our strategy,” “future,” “taget,” “goal,” “trend,” “seek to,” “seeking,”
“will continue,” “outcome,” “predict,” “estimate,"likely,” “in the event” or similar expressions ctined herein are intended to identify such

forward-looking statements. Although forward-loakistatements in this Form 10-K reflect the goothfaidgment of 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) Our strategy for achieving our goal of derivireyenue from every 3G mobile device sold, inclgdime strategic direction of the modem
portion of our business.

(i) Our belief that:

(a) a number of our patented inventions anmight be essential, or might become essentigdrdducts built to 2G and 3G cellular
Standards and other Standards such as IEEE 80hancbmpanies making, using or selling productam@nt with these Standards are
required to take a license under our essentiahfgte

(b) our patent enforcement costs could costitmube a significant expense for us;

(c) if a party successfully asserted that sofreur patents are not valid, should be revokedyat cover their products or are not infringed,
there would not be any material adverse impactwroagoing revenues under existing patent licegseesnents, but there could be an im|
on our ability to generate new royalty streams; and

(d) the loss of revenues or cash payments flonicensees generating revenues exceeding 1@4rdbtal revenues would adversely
affect either our cash flow or results of operagiamd could affect our ability to achieve or susticeptable levels of profitability.

(iii) The anticipated proliferation of convergedvitlees and growth in global wireless subscriptions.

(iv) Factors driving the continued growth of wiredeproduct and services sales over the next figesye

(v) The types of licensing arrangements and varioyalty structure models that we anticipate usinder our future license agreements,
including the impact of current trends in the intyshat could result in reductions in and/or capsoyalty rates under new license
agreements.

(vi) The possible outcome of audits of our liceageeements when underreporting or underpaymeatéated.

(vii) The timing, outcome and/or impact of our vars litigation, arbitration or administrative preckngs with respect to our costs, future
license agreements and accounting recognition.

(viii) The impact of potential domestic patent gtion, USPTO rule changes and international patée changes on our patent prosecution
and licensing strategie



(ix) Our competition and factors necessary forauemain successful in light of such competition.

(x) Our expectation that the proportion of our meitig patent licensing revenues resulting from dixee payments will increase in early 2009
due to the inception of revenue recognition assediwith our new agreement with Samsung.

(xi) Our belief that we will not need to obtain d@iwhal liquidity through debt and equity financeg 2009.

(xii) Our decision with respect to the future ofrenodem business, which could result in an impairneé assets related to the modem
business.

(xiii) Our belief that a disposition of our modemadiness would result in significant long-term ceetings.

Consequently, forward-looking statements comog our business, results of operations and fircondition are inherently subject to
risks and uncertainties. We caution readers thaghresults and outcomes could differ materialbnf those expressed in or anticipated by
such forward-looking statements. You should cahgftdnsider the risks and uncertainties outlinedneater detail in this Form 10-K,
including Item 1A, before making any investmentidien with respect to our common stock. You shawdtiplace undue reliance on these
forward-looking statements, which are only as efdlate of this Form 10-K. We undertake no obligatmrevise or update publicly any
forward-looking statement for any reason, excemthsrwise required by law.

Item 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK ET RISK

Cash Equivalents and Investments

We do not use derivative financial instrumentsur investment portfolio. We place our investtsein instruments that meet high credit
quality standards, as specified in our investmefityp guidelines. This policy also limits our amauri credit exposure to any one issue, is
and type of instrument. We do not expect any matirss with respect to our investment portfolio.

The following table provides information abaufr cash and investment portfolio as of Decemtie2808. For investment securities, the
table presents balances and related weighted averegest rates. All investment securities arsgifeed as available for sale.

(in millions)

Cash and demand depos $ 68.C
Average interest rai 1.57%
Cash equivalent $ 32.2
Average interest ral 1.67%
Shor-term investment $ 41t
Average interest rai 4.12%
Total portfolio $141.7
Average interest rai 2.3/%
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Long-Term Debt

The table below sets forth information abaut long-term debt obligations, by expected matuwlayes.

Debt Obligations
Interest Ratt

Expected Maturity Date
December 31

(In millions)
2013 Total
and Fair
2009 2010 2011 2012 Beyond Value
$ 1€ $ 0.8 $ 0.2 $ 0.2 $— $ 2.¢
6.47% 6.81% 8.28% 8.28% —% 6.80%
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Item 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

PAGE
NUMBER

CONSOLIDATED FINANCIAL STATEMENTS:
Report of Independent Registered Public AccourfEing a7
Consolidated Balance Sheets as of December 31,2002007 48
Consolidated Statements of Income for the yearseimsecember 31, 2008, 2007 and 2 49
Consolidated Statements of Shareholders’ Equity@omprehensive Income for the years ended Decegihe&008, 2007

and 200¢ 50
Consolidated Statements of Cash Flows for the yeadsed December 31, 2008, 2007 and z 51
Notes to Consolidated Financial Stateme 52
SCHEDULES:
Schedule I— Valuation and Qualifying Accoun 80

All other schedules are omitted because theiher not required or applicable or equivalafdrmation has been included in the
financial statements and notes thereto.
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Report of Independent Registered Public Accountindrirm
To the Board of Directors and Shareholders of Digital, Inc.:

In our opinion, the consolidated financial statetadisted in the accompanying index present fairall material respects, the financial
position of InterDigital, Inc. and its subsidiari@sDecember 31, 2008 and 2007, and the resulteafoperations and their cash flows for
each of the three years in the period ended DeceBih@008 in conformity with accounting principlgsnerally accepted in the United St
of America. In addition, in our opinion, the finaalcstatement schedule listed in the accompanyidgx presents fairly, in all material
respects, the information set forth therein whextn@ conjunction with the related consolidatedficial statements. Also in our opinion, the
Company maintained, in all material respects, éffednternal control over financial reporting aslecember 31, 2008, based on criteria
established ifnternal Control — Integrated Framewoissued by the Committee of Sponsoring Organizatifriee Treadway Commission
(COSO0). The Company’s management is responsiblénése financial statements and financial statesehrdule, for maintaining effective
internal control over financial reporting and fta assessment of the effectiveness of internaralooter financial reporting, included in
“Management’s Annual Report on Internal Control OFmancial Reporting” appearing under Item 9A. @asponsibility is to express
opinions on these financial statements, on thenfirz statement schedule, and on the Company’miateontrol over financial reporting
based on our integrated audits. We conducted alitsan accordance with the standards of the Pubdimpany Accounting Oversight Board
(United States). Those standards require that e g@hd perform the audits to obtain reasonablea@ssel about whether the financial
statements are free of material misstatement amdh&h effective internal control over financial ogfing was maintained in all material
respects. Our audits of the financial statemertisided examining, on a test basis, evidence suppdite amounts and disclosures in the
financial statements, assessing the accountingiptés used and significant estimates made by neanagt, and evaluating the overall
financial statement presentation. Our audit ofrimaécontrol over financial reporting included dbiag an understanding of internal control
over financial reporting, assessing the risk thataderial weakness exists, and testing and evatyéte design and operating effectiveness of
internal control based on the assessed risk. Qiitsaaiso included performing such other procedasewe considered necessary in the
circumstances. We believe that our audits provideaaonable basis for our opinions.

As discussed in Note 2 to the consolidated findrst&ements, the Company changed the manner ichvithiccounts for uncertain tax
positions in 2007.

A company'’s internal control over financial repogiis a process designed to provide reasonablessesuregarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordantiegeinerally accepted accounting
principles. A company'’s internal control over fircgal reporting includes those policies and proceduhat (i) pertain to the maintenance of
records that, in reasonable detail, accuratelyfainly reflect the transactions and dispositionshaf assets of the company; (ii) provide
reasonable assurance that transactions are recasdegtessary to permit preparation of financakestents in accordance with generally
accepted accounting principles, and that receipdsexpenditures of the company are being madeinrdgcordance with authorizations of
management and directors of the company; and(iiyide reasonable assurance regarding preventibmely detection of unauthorized
acquisition, use, or disposition of the companysats that could have a material effect on then@iizd statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or @¢taisstatements. Also, projections of any
evaluation of effectiveness to future periods atgexct to the risk that controls may become inadegjbecause of changes in conditions, or
that the degree of compliance with the policieprocedures may deteriorate.

/sl PricewaterhouseCoopers LLP
Philadelphia, Pennsylvania
March 2, 2009
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INTERDIGITAL, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(in thousands, except per share data)

DECEMBER 31, DECEMBER 31,

2008 2007
ASSETS
CURRENT ASSETS
Cash and cash equivalel $ 100,14 $ 92,01¢
Shor-term investment 41,51¢ 85,44¢
Accounts receivable, less allowances of $3,000%4 33,89 130,88
Deferred tax asse 49,00: 43,73¢
Prepaid and other current ass 16,461 19,33:
Total current asse 241,02: 371,411
PROPERTY AND EQUIPMENT, NE 20,97 24,59:¢
PATENTS, NET 102,80t 87,09:
INTANGIBLE ASSETS, NET 22,73 22,85
DEFERRED TAX ASSET¢ 7,722 14,83«
OTHER NOMCURRENT ASSETS 10,51( 14,10:
164,74 163,47.
TOTAL ASSETS $ 405,76¢ $ 534,88!
LIABILITIES AND SHAREHOLDERS ' EQUITY
CURRENT LIABILITIES:
Current portion of lon-term debt $ 1,606 $ 1,317
Accounts payabl 9,12 40,85(
Accrued compensation and related expe 33,03¢ 10,47¢
Deferred revenu 78,64¢ 78,89¢
Taxes payabl — 15,67¢
Other accrued expens 4,11¢ 9,97:
Total current liabilities 126,53 157,18«
LONG-TERM DEBT 1,321 2,40¢
LONG-TERM DEFERRED REVENUE 181,05¢ 224 54!
OTHER LONG-TERM LIABILITIES 9,194 13,68
TOTAL LIABILITIES 318,10¢ 397,81t
COMMITMENTS AND CONTINGENCIES
SHAREHOLDERY¢ EQUITY:
Preferred Stock, $.10 par value, 14,399 share®amn#u O shares issued and outstan — —
Common Stock, $.01 par value, 100,000 shares am#hihr65,883 and 65,292 shares issued and
43,324 and 46,497 shares outstant 65¢ 65¢
Additional paic-in capital 471,46¢ 465,59¢
Retained Earning 159,51! 133,30¢
Accumulated other comprehensive inca 24E 20€
631,88 599,76t
Treasury stock, 22,559 and 18,795 shares of conimalshat cos 544,22 462,69¢
Total shareholde’ equity 87,66( 137,06°
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $ 405,76t $ 534,88!

The accompanying notes are an integral part oktetements.
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INTERDIGITAL, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME
(in thousands, except per-share data)

FOR THE YEAR ENDED DECEMBER 31,

2008 2007 2006
REVENUES $228,46¢ $234,23: $ 480,46¢
OPERATING EXPENSES

Sales and marketir 9,161 7,82¢ 6,61(

General and administrati 26,57¢ 24,21( 20,95:

Patents administration and licens 58,88¢ 67,587 51,06(

Developmen 101,25« 87,14 65,42

Arbitration and litigation contingencie (3,940 24,41 —

191,93¢ 211,17¢ 144,05(

Income from operatior 36,53: 23,05¢ 336,41t
OTHER INCOME:

Interest and investment income, 3,42¢ 8,94¢ 13,19t

Income before income tax 39,96: 32,00: 349,61:
INCOME TAX PROVISION (13,759 (11,999 (124,389
NET INCOME APPLICABLE TO COMMON SHAREHOLDER:! $ 26,207 $ 20,00 $ 225,22:
NET INCOME PER COMMON SHARI— BASIC $ 0.5¢ $ 0.4 $ 4.22
WEIGHTED AVERAGE NUMBER OF COMMON SHARES OUTSTANDIGI —

BASIC 44 92¢ 47,76¢ 53,42¢
NET INCOME PER COMMON SHARI— DILUTED $ 0.57 $ 0.4C $ 4.04
WEIGHTED AVERAGE NUMBER OF COMMON SHARES OUTSTANDIGI —

DILUTED 45,96¢ 49,48¢ 55,77¢

The accompanying notes are an integral part oktetements
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INTERDIGITAL, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY AND COMPREHENSIVE INCOME
(in thousands, except per share data)

(Accumulater Accumulatec
$2.50 Convertible Additional Deficit) Other Total Total
Preferred Stoc Common Stocl Paic-In Retainec Comprehensiv Treasury Stocl Shareholder Comprehensiv
Shares Amount Shares Amouni Capital Earnings Income (Loss Shares Amount Equity Income
BALANCE, DECEMBER 31, 200! — $ — 60,537 $ 60t $ 377,64¢ $ (109,839 $ (192) 6,50€ $ (93,90¢) $ 174,31
Net income — 225,22 225,22 $ 225,22
Net change in unrealized gain on short-term
investment: — — — — 14€ — 14€ 14¢€
Total Comprehensive Incon $ 225,36¢
Exercise of Common Stock optio — 3,37¢ 34 39,91¢ — — — 39,95
Exercise of Common Stock warrai 80 1 60¢ 61C
Adjustment to vested optiol — — 1,09¢ — — — 1,09¢
Sale of Common Stock under Employee Stock
Purchase Pla — 1 — 15 — — — 15
Issuance of Common Stock under Profit Shar
Plan = 24 = 442 = = = 442
Issuance of Restricted Common Stock, — 372 4 41C — — — 414
Tax benefit from exercise of stock optic — — 20,717 — — — 20,717
Amortization of unearned compensat — — 5,07< — — — 5,07¢
Repurchase of Common Sto — — — — — 6,54(C (192,52) (192,52)
BALANCE, DECEMBER 31, 200t —_ —_ 64,39: 644 445,93( 115,38¢ (46) 13,04¢ (286,43Y) 275,47t
Net income — — — — — 20,00 — — — 20,00¢ $ 20,00¢
Net change in unrealized gain on short-term
investments — — — — — — 252 — — 252 252
Total Comprehensive Incon $ 20,25¢
Cumulative effect of adoption of FIN¢ (2,079 (2,079
Exercise of Common Stock optio — — 737 7 6,45¢€ — — — — 6,46%
Sale of Common Stock under Employee Stock
Purchase Pla — — — — 8 — — — — 8
Issuance of Common Stock under Profit Shar
Plan — — 14 — 46¢ — — — — 46¢
Issuance of Restricted Common Stock, — — 14¢ 2 39t — — — — 397
Withheld for taxes on issuance of Restricted
Common Stocl — — — — (1,865) — — — — (1,86%)
Tax benefit from exercise of stock optic — — — — 5,12¢ — — — — 5,12
Amortization of unearned compensat — — — — 9,082 — — — — 9,08:
Repurchase of Common Sto — — — — — — — 5,74¢ (176,264 (176,269
BALANCE, DECEMBER 31, 200 — — 65,29: 652 465,59¢ 133,30¢ 20€ 18,79t (462,699 137,06°
Net income — — — — — 26,207 — — — 26,207 $ 26,207
Net change in unrealized gain on short-term
investment: — — — — — — 39 — — 39 39
Total Comprehensive Incon $ 26,24¢
Exercise of Common Stock optio — — 29€ 3 2,18( — — — — 2,18:
Issuance of Common Stock under Profit Sharing
Plan — — 15 — 341 — — — — 341
Issuance of Restricted Common Stock, — — 28C 3 527 — — — — 53C
Withheld for taxes on issuance of Restricted
Common Stocl — — — — (3,15%) — — — — (3,15%)
Tax benefit from exercise of stock optic — — — — 1,50z — — — — 1,50z
Amortization of unearned compensat — — — — 4,47¢ — — — — 4,47¢
Repurchase of Common Sto — — — — — — — 3,76¢ (81,52¢) (81,52¢)
BALANCE, DECEMBER 31, 200t — — 65,88% $  65¢ $ 471,46¢ $ 159,51! $ 24E 22,55¢ $(544,22) $ 87,66(

The accompanying notes are an integral part oktetements
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INTERDIGITAL, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)

CASH FLOWS FROM OPERATING ACTIVITIES
Net income
Adjustments to reconcile net income to net caskigea by operating activitie:
Depreciation and amortizatic
Deferred revenue recogniz
Increase in deferred reven
Deferred income taxe
Shar+based compensatic
Impairment of lon-term investmen
Other
Decrease (increase) in ass:
Receivable!
Deferred charge
Other current asse
(Decrease) increase in liabilitie
Accounts payabl
Accrued compensatic
Accrued taxes payab
Other accrued expens

Net cash provided by operating activit

CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of sh-term investment
Sales of sho-term investment
Purchases of property and equipm
Capitalized patent cos
Capitalized technology license co
Long-term investment

Net cash provided (used) by investing activi

CASH FLOWS FROM FINANCING ACTIVITIES
Net proceeds from exercise of stock options andamés and employee stock purchase
plan
Payments on lor-term debt, including capital lease obligatic
Repurchase of Common stc
Tax benefit from sha-based compensatic

Net cash used by financing activiti

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALERNS

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

SUPPLEMENTAL CASH FLOW INFORMATION
Interest paic
Income taxes paid, including foreign withholdingea
Non-cash investing and financing activiti

Issuance of restricted common st
Issuance of common stock for profit shar
Accrued purchase of treasury st

Leased asset additions and related oblig:

FOR THE YEAR ENDED DECEMBER 31,

2008

2007

2006

$ 26,20 $ 20,00 $ 225,22
28,85 21,99( 14,62:
(127,949 (119,59¢) (196,29
84,20’ 191,43 336,65(
1,847 (8,630) 40,84¢
5,101 9,82( 7,01<
74E — —

32 17¢ 132
96,98¢ 972 (112,319
3,077 3,29¢ (10,32%)
3,19¢ (5,35¢) (3,326)
(30,127 26,12’ 3,95¢
14,99¢ 3,01¢ (3,817)
(15,510 8,63: 11,29:
(5,85%) 83C 1,16(
85,81 152,72° 314,81
(126,39() (133,78) (172,210
170,41° 146,58: 152,55(
(5,651) (13,826 (11,157
(28,21 (23,85:) (18,86%)
(6,957 (24,44() (2,700)
(651) (5,000) —
2,551 (54,329 (52,37))
2,18: 6,47¢ 40,57¢
(1,589) (1,247) (351)
(82,337) (183,11 (184,87()
1,507 5,12: 20,71
(80,236 (172,770 (123,92
8,12¢ (74,36 138,50¢
92,01¢ 166,38! 27,87

$ 100,14 $ 92,01t $ 166,38t
$ 2,44 $ 357 $ 382
$ 23,12 $ 16,09¢ $ 51,48¢
$  53C $ 397 $ 414
$ 341 $  46¢ $ 44z
$ — $ 802 $ 7,651
$ 801 $ 3,39 $ —

The accompanying notes are an integral part oEtegement:
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INTERDIGITAL, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2008

1. BACKGROUND

InterDigital, Inc. (collectively with its sultBaries referred to as “InterDigital,” the “Compah“we,” “us” and “our”) designs and develo
advanced digital wireless technology solutions. ak&edeveloping technologies that may be utilizeeiktend the life of the current generation
of products, may be applicable to multiple generatl standards such as 2G, 2.5G and 3G celluladatds, as well as IEEE 802 wireless
standards, and may have applicability across nlel&ip interfaces. In conjunction with our techrgplalevelopment, we have assembled an
extensive body of technical knolow, related intangible products and a broad paterifolio. We offer our products and solutions license
or sale to semiconductor companies and producesérelless equipment and components.

Legal Entity Reorganizatior

On July 2, 2007, for the purpose of reorgangZznto a holding Company structure, InterDigitairf@munications Corporation executed a
Plan of Reorganization and an Agreement and Planeofer (“Merger”)with InterDigital, Inc., a newly formed Pennsylvardorporation an
another newly formed Pennsylvania corporation owl@@Po by InterDigital, Inc. As a result of the MerglnterDigital Communications
Corporation became a wholly-owned subsidiary ofibtgital, Inc. These transactions are herein reteto collectively as the
“Reorganization.” As a result of the Reorganizatineither the business conducted by InterDigitad, bnd InterDigital Communications
Corporation in the aggregate, nor the consolidatsgts and liabilities of InterDigital, Inc. anddrDigital Communications Corporation, in
the aggregate, has changed.

By virtue of the Merger, each share of Intgifal Communications Corporation’s outstanding camnrstock has been converted, on a
share-for-share basis, into a share of common stbkkerDigital, Inc. As a result, each shareholdklnterDigital Communications
Corporation has become the owner of an identicalbar of shares of common stock of InterDigital,. Inc

Further, each outstanding stock option anttiogsd stock unit (“RSU”) with respect to the a@gjtion of shares of InterDigital
Communications Corporation’s common stock now regmés a stock option or RSU, as the case may biey@gpect to the acquisition of an
identical number of shares of InterDigital, Ina@mmon stock, upon the same terms and conditiotigeagriginal stock option or RSU.

Immediately following the Merger, the provis®of the articles of incorporation and bylawsrgerDigital, Inc. were the same as those of
InterDigital Communications Corporation prior tethlerger. Immediately following the Merger, thetarized capital stock of InterDigital,
Inc., the designations, rights, powers and prefasf such capital stock and the qualificatioinsithtions and restrictions thereof were also
the same as the capital stock of InterDigital Comitations Corporation immediately prior to the Mergmmediately following the Merger,
the directors and executive officers of InterDigitac., were the same individuals who were directnd executive officers, respectively, of
InterDigital Communications Corporation immediatphjor to the Merger.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Principles of Consolidatior

The consolidated financial statements inclilndeaccounts of the Company and its wholly-owndusigliaries. All significant intercompany
accounts and transactions have been eliminateshisotidation.

Use of Estimates

The preparation of financial statements infeonity with generally accepted accounting prinegplequires management to make estin
and assumptions that affect the reported amourdss#ts and liabilities, the disclosure of contingessets and liabilities as of the date of the
financial statements and the reported amountsvefmges and expenses during the reporting periodiahcesults could differ from these
estimates. We believe the accounting policiesahaof particular importance to the portrayal of fimancial condition and results, and that
may involve a higher degree of complexity and judgtrin their application compared to others, aosérelating to patents, contingencies,
revenue recognition, compensation, and income taikdsferent assumptions were made or differemditions had existed, our financial
results could have been materially different.

Cash, Cash Equivalents and Short-Term Investments

We consider all highly liquid investments puaised with initial maturities of three months @sléo be cash equivalents. Management
determines the appropriate classification of ouegtments at the time of acquisition ancv@luates such determination at each balance
date. At December 31, 2008 and 2007, all of ourtsieom investments were classified as availabteside and carried at fair value. We
determine the cost of securities by specific ideratiion and report unrealized gains and losseswravailable-forsale securities as a sepa
component of equity. Net unrealized gains on stert: investments were $0.2 million at December2808 and 2007. Realized gains and
losses for 2008, 2007 and 2006 were as followth@nsands):
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Year Gains Losses Net

2008 $132 $(222) $ (90)
2007 $112 $(36€) $(254)
2006 $ — $ — $ —

Cash and cash equivalents at December0®B 2nd 2007 consisted of the following (in thowsn

December 31

2008 2007
Demand accoun: $ 2,630 $ 4,93¢
Money Market account 63,88: 35,10
Commercial Pape 20,22« 50,69¢
US Government agency instrume 11,99° —
Repurchase agreemel 1,411 1,27¢
$100,14- $92,01¢

Our repurchase agreements are fully colifited by United States Government securitiesaardstated at cost, which approximates fair
market value.

Short-term investments as of December B@82nd 2007 consisted of the following (in thowsin

December 31,

2008 2007
Commercial Pape $ 4,45( $10,88(
US Government agency instrume 25,89¢ 52,30¢
Corporate bond 11,16¢ 22,26

$41,51¢ $85,44¢

At December 31, 2008 and 2007, $17.0 mmilkod $67.6 million, respectively, of our shortteénvestments had contractual maturities
within one year. The remaining portions of our $tterm investments had contractual maturities witiio to four years.

Fair Value of Financial Assets

Effective January 1, 2008, we adopted theipions of SFAS No. 157 that relate to our finaneissets and financial liabilities. SFAS
No. 157 establishes a hierarchy that prioritizésvialue measurements based on the types of infsatd for the various valuation techniq
(market approach, income approach and cost approHoé levels of the hierarchy are described below:

. Level 1: Observable inputs such as quoted pricestiwve markets for identical assets or liabili

. Level 2: Inputs other than quoted prices thatodrgervable for the asset or liability, either dile or indirectly; these include quoted
prices for similar assets or liabilities in activearkets and quoted prices for identical or simalssets or liabilities in markets that are
not active

. Level 3: Unobservable inputs that reflect the réipgrentity s own assumptior

Our assessment of the significance of a pdaidnput to the fair value measurement requinelgiinent and may affect the valuation of
financial assets and financial liabilities and thEacement within the fair value hierarchy. We gseted market prices for similar assets to
estimate the fair value of our Level 2 investme@sr financial assets that are accounted for awtlue on a recurring basis are presented in
the table below (in thousands):

Fair value as of December 31, 20C

Level 1 Level 2 Level 3 Total
Assets:
Money Market account $ 63,88: $ — $ — $ 63,88:
Commercial pape — 24,674 — 24,674
U.S. government agency instrume 37,89¢ — — 37,89¢
Corporate bond 11,16¢ — 11,16¢
$101,77 $35,84: $ — $137,61¢
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Property and Equipmen

Property and equipment are stated at costtdaggiion and amortization of property and equiptaa provided using the straight-line
method. The estimated useful lives for computeigant, computer software, machinery and equipn@erd,furniture and fixtures are
generally three to five years. Leasehold improvemiare being amortized over the lesser of theimaséd useful lives or their respective
lease terms, which are generally five to ten yeBwddings are being depreciated over twenty-fieans. Expenditures for major
improvements and betterments are capitalized whiifer repairs and maintenance are charged to eg@nmcurred. Leases meeting certain
capital lease criteria are capitalized and thepnetent value of the related lease payments isdedas a liability. Amortization of capital
leased assets is recorded using the straight-lethad over the shorter of the estimated usefutlivethe lease terms.

Upon the retirement or disposition of propepiant and equipment, the related cost and acatediblepreciation or amortization are
removed, and a gain or loss is recorded.

Internal-Use Software Costs

Under the provisions of the American InstitofeCertified Public Accountants (AICPA) Statemenfosition (SOP) 98-Accounting for
the Costs of Computer Software Developed or Obtfioelnternal-Use we capitalize costs associated with softwarerf@rnal-use. All
computer software costs capitalized to date rétatee purchase, development and implementati@ngineering, accounting and other
enterprise software. Capitalization begins wherpttediminary project stage is complete and ceasenwhe project is substantially complete
and ready for its intended purpose. Capitalizedmdaer software costs are amortized over their eg@thuseful life of three years.

Investments in Other Entitie:

We may make strategic investments in conggathat have developed or are developing techreddfat are complementary to our
patent licensing or product strategy. During figsarter 2007, we made a $5.0 million investmengfapn-controlling interest in Kineto
Wireless (“Kineto”). In first quarter 2008, we weatlown this investment $0.7 million based on a lovauation of Kineto by its investors.
Early in second quarter 2008, we participated mew round of financing that included several oihgestors, investing an additional
$0.7 million in Kineto. This second investment bathintained our ownership position and preservethiceliquidation preferences. We do
not have significant influence over Kineto and aceounting for this investment using the cost methioaccounting. Under the cost method,
we will not adjust our investment balance whenitivestee reports profit or loss but will monitoetimvestment for an other-than-temporary
decline in value. When assessing whether an ottaer-temporary decline in value has occurred, weowitsider such factors as the valuation
placed on the investee in subsequent rounds aiding, the performance of the investee relativiéstown performance targets and business
plan, and the investee’s revenue and cost treiggsdity and cash position, including its cash brate, and updated forecasts.

Patents

We capitalize external costs, such as filegsfand associated attorney fees, incurred tonolstaied patents and patent license rights. We
expense costs associated with maintaining and defgpatents subsequent to their issuance. We em@adpitalized patent costs on a
straight-line basis over ten years, which represtivg estimated useful lives of the patents. Theéar estimated useful life of internally
generated patents is based on our assessmenhdistiors as the integrated nature of the portédiieing licensed, the overall makeup of the
portfolio over time and the length of license agneats for such patents. The estimated useful b¥@squired patents and patent rights,
however, have and will continue to be based onragpanalyses related to each acquisition and nffey fom the estimated useful lives of
internally generated patents. The average estimestefill life of acquired patents used thus farlbieen 15 years. We assess the potential
impairment to all capitalized net patent costs wéeents or changes in circumstances indicate lileatdrrying amount of our patent portfolio
may not be recoverable. Amortization expense releieapitalized patent costs was $11.9 million3$8illion and $7.8 million in 2008,

2007 and 2006, respectively. As of December 31820@ 2007, we had capitalized gross patent c6§%59.7 million and $132.1 million,
respectively, which were offset by accumulated dization of $56.9 million and $45.0 million, respieely. The weighted average estimated
useful life of our capitalized patent costs at Daber 31, 2008 and 2007 was 10.9 years and 11.8,yeapectively.

The estimated aggregate amortization expearlated to our patents balance as of December 3B, BGas follows (in thousands):

2009 $12,69:
2010 12,53:
2011 12,27:
2012 11,93¢
2013 11,32¢

Intangible Asset:

We capitalize the cost of technology solutiand platforms we acquire or license from thirdtiparwhen they have a future benefit anc
development of these solutions and platforms istsutbially complete at the time they are acquinrelicensed.
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These technologies are being amortized operiad of five years and are presented net of aatated amortization of $11.7 million and
$4.6 million at December 31, 2008 and 2007, resgelgt Our amortization expense related to theskrelogies was $7.1 million,
$3.7 million and $0.9 million in 2008, 2007 and B0@espectively.

The estimated aggregate amortization expexiaged to our other intangible asset balance &eoémber 31, 2008 is as follows (in
millions):

2009 $8.1
2010 8.C
2011 5.8
2012 0.8
2013 —

Contingencies

We recognize contingent assets and liabilitielccordance with Statement of Financial Accoygtandards (SFAS) No.Accounting
for Contingencie.. We do not include expected legal fees to defandalves in our accruals for contingent liabilitias we expense legal fe
in the periods in which the legal services are oled.

In second quarter 2007, we recorded a $16l®mcharge to increase a $3.4 million contingkatility to $20.0 million. Subsequently we
have accrued post judgment interest expense ofr§illiBn ($1.1 million during 2008) and reportedcsuinterest expense within the interest
and investment income, net, line within our Corgatied Statements of Income. This accrual relatas t@rbitration with Federal over an
insurance reimbursement agreement. In second q2&®8, InterDigital deposited $23.0 million withet Clerk of the Court, an amount
sufficient to secure Federal’'s judgment and argitgid interest until decision by the Court of Apgeal

In fourth quarter 2007, we accrued $7.8 millfor the potential reimbursement of legal fee®eisted with our UKII matter with Nokia.
During 2008, we recognized a credit of $3.9 millassociated with the reduction of this accrualdnrection with the resolution of the Nokia
UK matters.

Revenue Recognitio

We derive the majority of our revenue fromgualicensing. The timing and amount of revenu@gaized from each licensee depends
upon a variety of factors, including the speciéoms of each agreement and the nature of the daltikes and obligations. Such agreements
are often complex and include multiple elementesehagreements can include, without limitatiornelets related to the settlement of past
patent infringement liabilities, up-front and nafundable license fees for the use of patents akdfwv-how, patent and/or know-how
licensing royalties on covered products sold bgrigees, cross licensing terms between us andphtérs, the compensation structure and
ownership of intellectual property rights assodatéth contractual technology development arrangésje@dvanced payments and fees for
service arrangements, and settlement of outstanmitent litigation. Due to the inherent difficuity establishing reliable, verifiable and
objectively determinable evidence of the fair vatli¢he separate elements of these agreementsit#tieevenue resulting from such
agreements may sometimes be recognized over tfepance period. In other circumstances, such@sethgreements involving
consideration for past and expected future patarlty obligations, after consideration of the marar facts and circumstances, the
appropriate recording of revenue between periodsneguire the use of judgment. In all cases, regaawnly recognized after all of the
following criteria are met: (1) written agreemehts/e been executed; (2) delivery of technologyntelliectual property rights has occurred or
services have been rendered; (3) fees are fixddterminable; and (4) collectability of fees isseaably assured.

We establish a receivable for payments expectde received within twelve months from the hatasheet date based on the terms in the
license. Our reporting of such payments often tesnlan increase to both accounts receivable afetréd revenue. Deferred revenue
associated with fixed fee royalty payments is dfeegson the balance sheet as short-term whensith&eduled to be amortized within twelve
months from the balance sheet date. All other dederevenue is classified as long-term, as amdonis recognized over the next twelve
months are not known.

Patent License Agreemer

Upon signing a patent license agreement, weige the licensee permission to use our patemteshtions in specific applications. We
account for patent license agreements in accordaitheEmerging Issue Task Force (EITF) No. 00Rdvenue Arrangements with Multiple
Deliverablesand Staff Accounting Bulletin (SAB) No. 10Revenue Recognitiowe have elected to utilize the leased-based model f
revenue recognition, with revenue being recognest the expected period of benefit to the licenkkeler our patent license agreements,
we typically receive one or a combination of thkolwing forms of payment as consideration for petimg our licensees to use our patented
inventions in their applications and products:

Consideration for Prior Sale€onsideration related to a licensee’s product dabes prior periods may result from a negotiatedeagnent
with a licensee that utilized our patented invamgiprior to signing a patent license agreement ustbr from the resolution of a
disagreement or arbitration with a licensee oversgpecific terms of an existing license agreem&fiet may also receive consideration for
prior sales in connection with the settlement dépalitigation where there was no prior patengilise agreement. In each of these cases,
we record the consideration as revenue when we distaéned a signed agreement, identified a fixedederminable price and determined
that collectability is reasonably assured.

Fixed Fee Royalty Paymentdp-front, non-refundable royalty payments thatifuthe licensee’s obligations to us under a patieense
agreement, for a specified time period or for gmentof the agreement. We recognize revenues relatécted Fee Royalty Payments o




straight-line basis over the effective term of lihense. We utilize the straight-line method beeaws cannot reliably
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predict in which periods, within the term of a lise, the licensee will benefit from the use of patented inventions.

PrepaymentdJp-front, non-refundable royalty payments towardis@nsee’s future obligations to us related t@itpected sales of
covered products in future periods. Our licensebtibations to pay royalties extend beyond the astian of their Prepayment balance.
Once a licensee exhausts its Prepayment balanaaay@rovide them with the opportunity to make aeotPrepayment toward future
sales or it will be required to make Current Roy&ayments.

Current Royalty PaymentRoyalty payments covering a licensee’s obligatimnss related to its sales of covered productheéncturrent
contractual reporting period.

Licensees that either owe us Current Royadtynfents or have Prepayment balances provide usqwitterly or semi-annual royalty
reports that summarize their sales of covered ptsdand their related royalty obligations to us. W#cally receive these royalty reports
subsequent to the period in which our licenseedetging sales occurred. We recognize revenuedrp#riod in which the royalty report is
received and other revenue recognition criteriana@edue to the fact that without royalty reportsti our licensees, our visibility into our
licensees sales is very limited.

The exhaustion of Prepayments and Current RoPayments are often calculated based on refsedinit sales of covered products.
From time to time, licensees will not report revesiin the proper period, most often due to legaduties; when this occurs, the timing and
comparability of royalty revenue could be affected.

In cases where we receive objective, veriiablidence that a licensee has discontinued shjgsducts covered under a patent license
agreement with us, we recognize any related defeaeenue balance in the period that we receivk suitlence.

During 2007, we recognized revenue of $5.2ionilrelated to unpaid patent licensee royalties. Wésed our recognition of this revenue on
royalty reports received, despite the fact thafitensee had expressed its belief that it didhaee a current payment obligation. We belie
that we were entitled to these royalty paymentsthadeventual collection of these amounts was reddyp assured; we subsequently colle
these amounts in 2008.

Technology Solutions Revenue

Technology solutions revenue consists primarilrevenue from software licenses and enginees@rgices. Software license revenues are
recognized in accordance with the American IngitftCertified Public Accountants Statement of Basi(SOP) 97-Software Revenue
Recognitiorand SOP 98-8odification of SOP 97-2, Software Revenue ReciognitWhen the arrangement with a customer includes
significant production, modification or customizatiof the software, we recognize the related regersing the percentage-of-completion
method in accordance with SOP 8 dcounting for Performance of Construction-Type @adtain Production-Type ContractéJnder this
method, revenue and profit are recognized througtiauterm of the contract, based on actual labstscincurred to date as a percentage of
the total estimated labor costs related to theraohtChanges in estimates for revenues, costprafits are recognized in the period in which
they are determinable. When such estimates indibatecosts will exceed future revenues and adoghe contract exists, a provision for the
entire loss is recognized at that time.

We recognize revenues associated with engditgeservice arrangements that are outside the sgiop®P 81-1 on a straight-line basis
under SAB No. 104, unless evidence suggests thaetlenue is earned in a different pattern, owerctmtractual term of the arrangement or
the expected period during which those specifiedises will be performed, whichever is longer. itk cases we often recognize revenue
using proportional performance and measure theressgf our performance based on the relationsdtiwd®en incurred labor hours and total
estimated labor hours or other measures of progfemgilable. Our most significant cost has bkdror and we believe both labor hours and
labor cost provide a measure of the progress ofervices. The effect of changes to total estimatedract costs is recognized in the period
such changes are determined.

When technology solutions agreements inclogalty payments, we recognize revenue from theltpyayments using the same methods
described above under our policy for recognizingereie from patent license agreements.
Deferred Charge

From time-to-time, we use sales agents testsgsiin our licensing activities. In such casesmay pay a commission. The commission
rate varies from agreement to agreement. Commissimmnormally paid shortly after our receipt affc@ayments associated with the patent
license agreements.
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We defer recognition of commission expensateel to both Prepayments and Fixed Fee Royalty Batgnand amortize these expenses in
proportion to our recognition of the related revenim 2008, 2007 and 2006, we paid cash commissibapproximately $0.1 million,
$1.7 million and $18.8 million and recognized corasimn expense of $4.7 million, $4.7 million, and4s@hillion, respectively, as part of
patent administration and licensing expense. Atdbdzer 31, 2008, 2007 and 2006, we had deferred ¢ssion expense of approximately
$3.4 million, $4.1 million and $4.1 million, resgiely, included within prepaid and other curreasets and $4.9 million, $8.8 million and
$12.0 million, respectively, included within otheosn-current assets.

Research and Developme

Research and development expenditures aresgg@eén the period incurred, except certain softvelvelopment costs which are
capitalized between the point in time that techgal feasibility of the software is establishedl d@ne product is available for general release
to customers. We did not have any such capitakpdivare costs in any period presented.

Compensation Programs

We account for the compensation cost relaieghare-based transactions in accordance with S¥A323(R), which requires these costs
to be recognized in the financial statements basettie fair values of the instruments issued. SNAS123(R) requires that we reserve for
estimated forfeitures of stock-based compensatiards. At December 31, 2008 and 2007, we have awirthe forfeiture rates for
outstanding RSUs to be between 0% and 14% ovarlihes of one to three years, depending upon tbamreceiving the grant and the
specific terms of the award issued.

In 2006, we adopted the short-cut method tabdish the historical additional paid-in-capitalgb (APIC Pool) related to the tax effects of
employee share-based compensation. Any positiabalwould be available to absorb tax shortfallsi¢tv occur when the tax deductions
resulting from share-based compensation are lessttie related book expense) recognized subsetjudrg adoption of SFAS No. 123(R).
We did not incur any net tax shortfalls in eith@08 or 2007.

In all periods, our policy has been to setvhleie of RSU and restricted stock awards equtidg¢osalue of our underlying common stock
the date of measurement. We amortize expenselfsu@i awards using an accelerated method.

Concentration of Credit Risk and Fair Value of Finzcial Instruments

Financial instruments that potentially subjeeto concentration of credit risk consist prifyaof cash equivalents, short-term investments,
and accounts receivable. We place our cash equigadad short-term investments only in highly rdtedncial instruments and in United
States Government instruments.

Our accounts receivable are derived pringyjpfatim patent license agreements and technologytisak. At December 31, 2008, four
customers represented 59%, 17%, 10% and 10% reggdgcof our accounts receivable balance. At Delsen81, 2007, two customers
represented 73% and 15%, respectively, of our atsaeceivable balance. We perform ongoing credituations of our customers who
generally include large, multi-national, wirelesgetommunications equipment manufacturers. We\eetigat the book value of our financial
instruments approximate their fair values.

Impairment of Lon¢-Lived Assets

Pursuant to SFAS No. 144¢counting for the Impairment or Disposal of Longdd Assetswe evaluate long-lived assets and intangible
assets for impairment when factors indicate thatcdrrying value of an asset may not be recoversiffen factors indicate that such assets
should be evaluated for possible impairment, wéerethe realizability of our long-lived assets madyzing the projected undiscounted cash
flows in measuring whether the asset is recover&lbesuch adjustments were recorded in 2008, 20@D@6.

Income Taxes

Income taxes are accounted for under the asskliability method. Under this method, defertaxiassets and liabilities are recognized for
the estimated future tax consequences attributatildferences between the financial statementaagramounts of existing assets and
liabilities and their respective tax bases, andaigg loss and tax credit carryforwards. Defetiaedassets and liabilities are measured using
enacted tax rates in effect for the year in whitdse temporary differences are expected to be eeedwor settled. The effect on deferred tax
assets and liabilities of a change in tax ratesdegnized in the Consolidated Statement of Inciontiee period that includes the enactment
date. A valuation allowance is recorded to redhieectarrying amounts of deferred tax assets if memagt has determined that it is more
likely than not, that such assets will not be ==di

In addition, the calculation of tax liabiliiénvolves significant judgment in estimating thgact of uncertainties in the application of
complex tax laws. We are subject to examinationthbyinternal Revenue Service (IRS) and other tajinisdictions on various tax matters,
including challenges to various positions we adseotr filings. In the event that the IRS or arettaxing jurisdiction levies an assessment in
the future, it is possible the assessment coule hawaterial adverse effect on our consolidateahfiral condition or results of operations.
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Effective January 1, 2007 the Company adop#8B Interpretation No. 4&ccounting for Uncertainty in Income Tax&3$N 48). This
interpretation clarifies the criteria for recogmgiincome tax benefits under FASB Statement No, A68ounting for Income Taxesnd
requires additional disclosures about uncertairptasitions. Under FIN 48 the financial statemebgmition of the benefit for a tax position
is dependent upon the benefit being more likelypthat to be sustainable upon audit by the applectbt authority. If this threshold is met,
the tax benefit is then measured and recognizdtedargest amount that is greater than 50 pefitety of being realized upon ultimate

settlement.

We adopted FIN 48, on January 1, 2007. Asaltref the implementation, we recognized a $2.tlianiincrease to reserves for uncertain
tax positions. This increase, related to fedepaktadits, was accounted for as a reduction tarmetlearnings on the balance sheet. Including
this cumulative effect adjustment, on January D72@e had $6.2 million of net federal tax benefiiat, if recognized, would reduce our
effective income tax rate in the period recogniZrbr to the adoption of FIN 48, we accrued for ¢antingencies that have met both the
probable and reasonably estimable criteria. Iretrent that the IRS or another taxing jurisdictieviés an assessment in the future, it is
possible the assessment could have a materialseéfiect on our consolidated financial conditiomesults of operations.

Net Income Per Common Shai

Basic earnings per share (“EPS”) is calcul@edividing net income available to common shatééis by the weighted-average number
of common shares outstanding for the period. DdUE®S reflects the potential dilution that couldwdif options, warrants or other securities
with features that could result in the issuanceashmon stock were exercised or converted to constaxk. The following tables reconcile
the numerator and the denominator of the basid#dated net income per share computation (in thndsaexcept for per share data):

Income Shares Per-Share
For the Year Ended December 31, 200 (Numerator) (Denominator) Amount
Net income per Sha— Basic:
Net income available to common shareholc $ 26,20 44,92¢ $ 0.5¢
Dilutive effect of options, and RSL — 1,03¢ (0.00)
Net income per Sha— Diluted:
Net income available to common shareholders plugive effects of options, warran
and RSU:t $ 26,20 45,96¢ $ 0.57
Income Shares Per-Share
For the Year Ended December 31, 200 (Numerator) (Denominator) Amount
Net income per Sha— Basic:
Net income available to common shareholc $20,00¢ 47,76¢ $0.42
Dilutive effect of options, warrants and RS — 1,72:% (0.02)
Net income per Sha— Diluted:
Net income available to common shareholders plugivk effects of options, warran
RSUs and convertible preferred stc $20,00- 49,48¢ $0.4C
Income Shares Per-Share
For the Year Ended December 31, 2006 (Numerator) (Denominator) Amount
Net income per Sha— Basic:
Net income available to common shareholc $225,22: 53,42¢ $4.22
Dilutive effect of options, warrants and RS — 2,352 (0.18)
Net income per Sha— Diluted:
Net income available to common shareholders plugivi effects of options, warran
and RSU:s $225,22. 55,77¢ $ 4.04

For the years ended December 31, 2008, 20802606, options and warrants to purchase approgignat8 million, 0.5 million and
0.7 million shares, respectively, of common stoekevexcluded from the computation of diluted EP&hse the exercise prices of the
options were greater than the weighted averageeaharice of our common stock during the respeqtieods and, therefore, their effect

would have been anti-dilutive.
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Recent Accounting Pronouncemen
SFAS No. 157

In September 2006, the Financial Accountiran8ards Board (“FASB”) issued Statement of Findrst@ounting Standard (“SFAS”)
No. 157,Fair Value Measurementshich defines fair value, establishes a frameworknfieasuring fair value in generally accepted
accounting principles and expands disclosures diagutalue measurements. SFAS No. 157 does naineegny new fair value
measurements but provides guidance on how to meéauralue by providing a fair value hierarchyedso classify the source of the
information. For financial assets and liabiliti€&:AS No. 157 was effective for us beginning Jandal008. In February 2008, the FASB
issued FASB Staff Position (“FSP”) No. FAS 157Application of FASB Statement No. 157 to FASB Si@ié No. 13 and Other Accounting
Pronouncements That Address Fair Value Measurenfenurposes of Lease Classification or Measurameder Statement 13 and F.
No. FAS 15-2, Effective Date of FASB Statement No. F5P 157-1 amends SFAS No. 157 to remove certasmig#ransactions from its
scope. FSP 157-2 delays the effective date of SRASL57 to fiscal years beginning after November2®8 for all non-financial assets and
non-financial liabilities, except for items thaeaecognized or disclosed at fair value in therfoial statements on a recurring basis (at least
annually) and will be adopted by the Company begopim the first quarter of fiscal 2009. In Octol2808, the FASB issued FSP No. 157-3,
Determining the Fair Value of a Financial Asset \Whiege Market for That Asset is Not Actito clarify the application of SFAS 157 in
inactive markets for financial assets. FSP 157¢abne effective upon issuance and SFAS No. 157astefe for fiscal years beginning after
November 15, 2007. The adoption of SFAS No. 157if@ncial assets and liabilities did not have Hiaat on the Compar’s financial
condition or results of operations. The Compamguisently evaluating the effect, if any, of the ption of SFAS No. 157 for non-financial
assets and liabilities, but does not currentlydweliadoption will have a material impact on the @any’s financial condition and results of
operations.

SFAS No. 159

In February 2007, the FASB issued SFAS No, ITh@ Fair Value Option for Financial Assets and Fioal Liabilities,which provides
companies with an option to report selected finalreessets and liabilities at fair value in an agieto reduce both complexity in accounting
for financial instruments and the volatility in aargs caused by measuring related assets andtiegbdifferently. SFAS No. 159 was
effective for us beginning January 1, 2008. The gany’s adoption of SFAS No. 159 on January 1, 2008 didwaterially affect its financi
position or results of operations, as the Compadydt elect the option to report selected finahagsets and liabilities at fair value.

SFAS No. 141-R

In December 2007, the FASB issued SFAS No-RABusiness Combinationshich revised SFAS No. 14Business Combinations.
SFAS No. 141-R is effective for us beginning Japuar2009. Under SFAS No. 141, organizations @idithe announcement date as the
measurement date for the purchase price of theirachentity. SFAS No. 141-R requires measuremetiteatiate the acquirer obtains control
of the acquiree, generally referred to as the aifip date. SFAS No. 141-R will have a significanpact on the accounting for transaction
costs and restructuring costs, as well as thainigicognition of contingent assets and liabiliaesumed during a business combination. U
SFAS No. 141-R, adjustments to the acquired estitigferred tax assets and uncertain tax positiembas occurring outside the
measurement period are recorded as a compondrg ofdome tax expense, rather than goodwill. The@my adopted this statement on
January 1, 2009. SFAS No. 141-R’s impact on acdéogrior business combinations is dependent uponisitipns, if any, made on or after
that time.

FSP No. EITF 03-6-1

In June 2008, the FASB issued Staff Positféi$P") No. EITF 03-6-1Determining Whether Instruments Granted in SharedBa
Payment Transactions are Participating Securitwhich addresses whether instruments granted iredhesed payment transactions are
participating securities prior to vesting and, #iere, need to be included in earnings allocatiocomputing earnings per share under the two
class method as described in SFAS No. E28nings Per ShardJnder the guidance in FSP EITF 03-6-1, unvestedeshased payment
awards that contain non-forfeitable rights to dénds or dividend equivalents (whether paid or wutypaiie participating securities and shall be
included in the computation of earnings per sharsymant to the two class method. FSP EITF 03-6efféstive for fiscal periods beginning
after December 15, 2008. All prigeeriod earnings per share data presented shatljosted retrospectively. Early application is netrpitted
We are currently evaluating the potential impadhef adoption of this FSP to our Consolidated &tates of Income.

3. GEOGRAPHIC/CUSTOMER CONCENTRATION

We have one reportable segment. As of DeceBthe?2008, substantially all of our revenue wasveerfrom a limited number of
customers based outside of the United States (phjn#esia and Europe). These revenues were pald. 8 dollars and not subject to any
substantial foreign exchange transaction risk. Imyu#008, 2007, and 2006, revenue from our Afiased licensees comprised 84%, 80%,
39% of total revenues, respectively. For the saes@s revenue from our European-based licenseesrisau 3%, 11%, and 59% of total
revenues, respectively.

During 2008, 2007, and 2006, the followingtousers accounted for 10% or more of total revenues:
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2008 2007 2006

LG Electronics Inc 25% 25% 11%
Sharp Corporation of Japi 16% 1% €))
NEC Corporation of Jape 12% 14% ©)
Nokia Corporatior (a @ 53%

(@) Lessthan 109

At December 31, 2008 and 2007, we held $18llbm or 88%, and $20.3 million or 83%, respeeliy, of our property and equipment in
the United States of America, net of accumulatgatetgation. We also held $2.6 million and $4.3 ioill respectively, of property and
equipment, net of accumulated depreciation, in @ana

4. SIGNIFICANT AGREEMENTS AND EVENTS
Samsung Settlemer

On January 14, 2009, we entered into a péitartse agreement (the “agreement”) with SamsuegtEinics Co., Ltd. (“Samsung”)
covering Samsung’s affiliates, including SamsurgcEbnics America, Inc. The agreement superse@etets of the binding term sheet
signed in November 2008 by such parties and previdiethe termination of the 1996 patent licenseament between us. Under the term
the agreement, Samsung has agreed to pay us $40d in four equal installments over an 18-moptriod to resolve the outstanding
arbitration disputes involving Samsung’s sale of@@ducts, as well as the patent disputes over @ag'ssales of 3G products. Following
our January 30, 2009 receipt of Samsung’s firstpayt, the parties moved to end all litigation artateation proceedings ongoing between
them as more fully discussed in the Note IBTIGATION AND LEGAL PROCEEDINGS.

Under the terms of the agreement, we haveteplg®amsung a royalty-bearing license covering 8agis sale of 3G products (including
products built under both the WCDMA and cdma20@mhdards and certain of their related extensionsjtih 2012 and a license covering
Samsung’s sale of 2G single-mode TDMA-based pradihett will become paid-up in 2010.

We will recognize the revenue associated tighagreement ratably from January 14, 2009 throlglexpiration of the agreement on
December 31, 2012. The total amount of revenuegrazed will include approximately $7.0 million oéfiérred revenue from our 1996 patent
license agreement. Beginning in first quarter 2808 in accordance with our accounting policiesyierecognize within our accounts
receivable, all payments due from Samsung withiglvesmonths of our balance sheet date.

SlimChip

In October 2008, we announced that, due todpilly changing landscape of suppliers and custerof digital baseband technology, we
were evaluating a number of options for the modentign of our business. These options could inclad@&cquisition or partnership to
achieve the appropriate scale needed to succdbd market, or the disposition of the modem progaction of our business through a sal
closure. We continue to evaluate these optionsydnlg we have had substantive discussions witemi@l counterparties, we have not made
a final determination of the most appropriate aptio pursue. A final decision could occur as easythe first quarter 2009. The ultimate
outcome of this evaluation and pursuit of an optionld result in an impairment of assets relatetthéomodem business. The assets that coulc
be affected include all or a significant portionoafr intangible assets, which totaled $22.7 milkor $22.9 million, net of accumulated
amortization, at December 31, 2008 and 2007, réiseég and a significant portion of our propertydaequipment, which totaled
$21.0 million and $24.6 million, net of accumulatiEpreciation, at December 31, 2008 and 2007. Vehilsposition of the modem portion
of our business could create significant long-teost savings and improved cash flow, it could @ismluce a near-term repositioning charge
and a significant reduction to our technology sohg revenue, which contributed $12.0 million, $dlion and $6.9 million of revenue at
December 31, 2008, 2007 and 2006.

As a result of our October 2008 announcemeatevaluated the carrying value of our Idivggd assets associated with the modem bus
in accordance with SFAS No. 144. We concludedttherie was no impairment at December 31, 2008.
Technology Solution Agreements

We account for portions of our technology soluagreements using the proportional performamethod. During 2008, 2007 and 2006,
we recognized related revenue of approximately $#lBon, $1.2 million and $4.5 million, respectiye using the proportional performance
method. Our accounts receivable, net at Decemhe2@B and 2007 included unbilled amounts of $0lam and $0.3 million, respectivel
During 2008, we billed and collected all amountst threre unbilled at December 31, 2007.
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5. PROPERTY AND EQUIPMENT

December 31

2008 2007
(In thousands)

Land $ 69 $ 69
Building and improvement 7,26¢ 6,77t
Engineering and test equipme 29,40¢ 26,98:
Computer equipmet 20,50¢ 19,52«
Computer softwar 26,01: 23,88¢
Furniture and fixture 4,54: 4,51¢
Leasehold improvemen 4,221 3,96¢
92,65 86,34¢
Less: Accumulated depreciati (71,679 (61,759
$ 20,97« $ 24,59

Depreciation expense was $9.9 million, $8.Bion, and $5.9 million in 2008, 2007 and 2006 pestively. Depreciation expense included
depreciation of computer software costs of $3.2ioni] $2.5 million and $1.9 million in 2008, 200Ac&2006, respectively. Accumulated
depreciation related to computer software costs$28s8 million and $17.5 million at December 3102@nd 2007, respectively.

6. OBLIGATIONS

December 31,

2008 2007
(In thousands)
Credit facility $ — $ —
Mortgage deb 977 1,20:
Capital lease 1,952 2,514
Total lon¢-term debt obligation 2,92¢ 3,71
Less: Current portio (1,609) 1,31))
$ 1,321 $ 2,40¢

In December 2005, we entered into a two-y&&rGmillion unsecured revolving credit facilithé Credit Agreement). The Credit
Agreement was entered into by the Company, Baknudrica, N.A., as Administrative Agent, and CitisdBank of Pennsylvania. On July 2,
2007, as a result of the Company’s internal cojgomeorganization, InterDigital Communications Gaation, the Company, the Subsidiary
Guarantors party thereto, the Lenders and Banknoérica, N.A., as Administrative Agent and L/C Isswentered into a First Amendment,
Consent and Joinder to Credit Agreement. We dicboatow against the Credit Agreement during thédhiwo year term.

In December 2007, we entered into a Secondndiment to Credit Agreement resulting in the corditian of our two-year $60.0 million
unsecured revolving credit facility (the Credit £&gment) through December 2009. Under the Seconchdment, borrowings under the
Credit Agreement will, at the Company’s option, biederest at either (i) LIBOR plus 65 basis poiotgii) the higher of the prime rate or 50
basis points above the federal funds rate. Theomaesty restrictive financial and operating covenamider the Credit Agreement continue in
full force and effect and include, among other gisirthat the Company is required to (i) maintairiaée minimum cash and short-term
investment levels, (ii) maintain minimum financpdrformance requirements as measured by the Corspgangme or loss before taxes with
certain adjustments, and (iii) limit or prohibittincurrence of certain indebtedness and liengmahts above a threshold amount for which a
reserve is not maintained, and certain other digs/obutside of the ordinary course of businessrddngs under the Credit Agreement cat
used for general corporate purposes including abgitpenditures, working capital, letters of credértain permitted acquisitions and
investments, cash dividends and stock repurchésesf December 31, 2008, the Company did not hayeaaounts outstanding under the
Credit Agreement.

During 1996, we purchased our King of PrusBennsylvania facility for $3.7 million, includirgash of $0.9 million and a 16-year
mortgage of $2.8 million with interest payable at#e of 8.28% per annum.

Three capital software lease obligations agple annually, while all other capital lease gédgions are payable in monthly installments.
All capital leases have an average rate of 5.4B8%6ugh 2010. The net book value of software & emueipt under capitalized lease obligati
was $1.9 million at December 31, 2008 and $3.0ionilat December 31, 2007.

Maturities of principal of the long-term dediiligations as of December 31, 2008 are as follgathousands):

2009 $ 1,60¢
2010 85¢
2011 28¢

2012 18C
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7. COMMITMENTS
Leases

We have entered into various operatiageéeagreements. Total rent expense, primarilyffaeospace, was $3.1 million, $4.0 million,
and $3.1 million in 2008, 2007 and 2006, respebtivdinimum future rental payments for operatingdes as of December 31, 2008 are as
follows (in thousands):

2009 $2,07¢
2010 2,20:
2011 1,97¢
2012 1,51¢
2013 24z
Thereaftel 252

8. LEGAL PROCEEDINGS
Samsung Litigation and Settleme!

As described in more detail below InterDigitdmmunications, LLC (“IDC”) and InterDigital Tecblogy Corp. (“ITC") (“IDC” and
“ITC” collectively referred to as “InterDigital”)rad Samsung Electronics Co., Ltd. (“Samsung”) haaenbengaged in a series of arbitration
and litigation proceedings concerning royalties @viger Samsung'’s sales of 2G products under the P2@ént License Agreement between
ITC and Samsung (the “1996 Samsung PLA"). In addjtas described in more detail below, InterDigitiadl Samsung have been engaged in
litigation since March 2007 in the U.S. Internatibirade Commission (“USITC” or the “Commissionf)dain the Delaware District Court in
which InterDigital alleges that Samsung’s sale8®fproducts infringe certain InterDigital patents.
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On November 24, 2008, InterDigital and Samsemtgred into a binding Term Sheet (“Samsung Tenges) to settle their 2G and 3G
disputes. On January 14, 2009, InterDigital and Sag entered into a patent license agreement 20@9°Samsung PLA"), which
superseded the Samsung Term Sheet, and whichugdecseded, and provided for the termination of 119@6 Samsung PLA.

Under the terms of the 2009 Samsung PLA, Sambas agreed to pay InterDigital $400.0 millioridor equal installments over an 18-
month period to resolve the parties’ disputes,uditig: (a) the outstanding arbitration disputes amircement proceedings involving
Samsung’s sale of 2G products (see “Samsung 2nitr@tibn and Related Enforcement Proceeding” arahiSung 3rd Arbitrationtliscusse
below); and (b) the outstanding patent infringeniitigiation concerning Samsung'’s sales of 3G présjuacluding the USITC Action against
Samsung and the related Delaware District Courtgeding (described below). In addition, the 200&ag PLA provides for the dismissal
of a separate pending action between the partiggiDelaware District Court (see “Samsung Delawarneeeding” below).

Samsung United States International Trade CommissioProceeding and Related Delaware District Court Rsceeding

In March 2007, InterDigital, Inc.’s wholly-owed subsidiaries InterDigital Communications, LLADEC") and InterDigital Technology
Corporation (“ITC”) filed a Complaint against SamguElectronics Co., Ltd. and certain of its aftiéia (collectively, “Samsung”) in the
USITC alleging that Samsung engages in unfair tpdetices by selling for importation into the WtStates, importing into the United
States, and selling after importation into the BdiStates certain 3G handsets and componentsittiage three of InterDigital’s patents. In
May 2007 and December 2007, a fourth patent attdgéitent, respectively, were added to our Compbgainst Samsung. The Complaint
sought an exclusion order barring from entry itit® tUnited States infringing 3G WCDMA handsets amhgonents that are imported by or
on behalf of Samsung. The Complaint also sougletae and desist order to bar sales of infringimgsbag products that had already been
imported into the United States.

On the same date as our filing of the Sam&iBIlJ C action referenced above, we also filed a dampin the United States District Court
for the District of Delaware (“Delaware District @d") alleging that Samsung’s 3G WCDMA handsetsiimfe the same three InterDigital
patents identified in the original Samsung USITGrpaint. In June 2007, the Delaware District Cauntered a Stipulated Order staying this
Delaware District Court proceeding against Samaunti the USITC'’s determination in this matter bews final. The Delaware District
Court permitted InterDigital to add to the stayeeldvare action the fourth and fifth patents Intgifail had asserted against Samsung in the
USITC action.

As described more fully below (see “Nokia USIProceeding and Related Delaware District Coutt@outhern District of New York
Proceedings”), in August 2007, we filed a Complaigainst Nokia Corporation and Nokia, Inc. (collesly, “Nokia”) in the USITC alleging
that Nokia engaged in an unfair trade practicegdyng for importation, importing into the Uniteda®es, and selling after importation certain
3G mobile handsets and components that infringeafwoterDigital’s patents. On October 24, 2007, the Administrdtase Judge overseei
the two USITC proceedings against Samsung and Nodsaectively, issued an Order consolidating tivestigations pending against
Samsung and Nokia. On May 16, 2008, the Adminisedtaw Judge deconsolidated the investigationinag®amsung and Nokia and set an
evidentiary hearing date in the investigation aga8amsung to begin on July 8, 2008. On May 228 20@& Administrative Law Judge reset
the Target Date for the USITC’s Final Determinatiorthe Samsung investigation (337-TA-601) to Ma2&h 2009, requiring a final Initial
Determination by the Administrative Law Judge todogéered no later than November 25, 2008.

On June 24, 2008, the Administrative Lawige entered summary determination in the Samswuagtigation (337-TA-601) on
InterDigital’s motion that InterDigital has satisfi the domestic industry requirement based oic#ssing activities. Samsung requested
review of this decision by the full Commission. @Quly 25, 2008, the full Commission issued a natiad it would not review the
Administrative Law Judge’s Initial Determinatioratia licensing-based domestic industry exists. Aesalt, the Administrative Law Judge’s
Initial Determination of this issue has becomedhgeision of the full Commission.

The evidentiary hearing in the Samsungstigation commenced on July 8, 2008 and conclodetuly 15, 2008.

Following the evidentiary hearing and plust-hearing filings, the Initial Determinationtbe Administrative Law Judge was expected
by November 25, 2008 and the Target Date for thalf)etermination of the USITC was expected by M8, 2009, but these dates were
modified. As referenced above, on November 24, 2008rDigital and Samsung entered into the SamJunm Sheet. Pursuant to the
Samsung Term Sheet, on November 24, 2008, theepgointly filed a motion with the USITC in the Sanmg investigation (337-TA-601)
requesting an immediate stay of the proceduraldadbeand seeking to reset the Initial Determinatiate to February 9, 2009, or as soon
thereafter as it may be scheduled, and to reséfttdtget Date for the Final Determination to Jun2®)9, or as soon thereafter as it may be
scheduled . On November 24, 2008, the Administedtiaw Judge issued an Initial Determination stayirgcurrent procedural schedule and
resetting the Initial Determination date to Febyu@r2009 and resetting the Target Date for thalFdetermination to June 9, 2009. On
December 9, 2008, in the parallel district couttgeeding in the Delaware District Court proceedigginst Samsung that is currently stayed,
InterDigital and Samsung advised the Delaware BisBourt of the Samsung Term Sheet.
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On January 14, 2009, InterDigital and Samsamtgred into the 2009 Samsung PLA, which superstaettrms of the Samsung Term
Sheet. Under the terms of the 2009 Samsung PLAsSagrhas agreed to pay InterDigital $400.0 milliofour equal installments over an
18-month period to resolve their outstanding dispuincluding the USITC Action against Samsungthedelated Delaware District Court
proceeding. Under the terms of the 2009 Samsung RitérDigital has agreed to grant Samsung a rgyadaring license covering
Samsung’s sale of 3G products (including produatk bnder both the WCDMA and cdma2000 standardbscantain of their related
extensions) through 2012, and a license coverimgs8ag's sale of 2G single-mode TDMA-based prodtiaswill become paid-up in 2010.

On January 30, 2009, Samsung made its figstired payment under the 2009 Samsung PLA, ancebrulary 3, 2009 the parties jointly
moved to terminate the Samsung USITC Action. Orriraty 6, 2009, the Administrative Law Judge terrtedathe USITC Action. On
February 3, 2009, the court in the related Delavzastrict Court proceeding dismissed that actidiof@ing a joint stipulation of dismissal
filed by the parties on February 2, 2009.

Samsung Delaware Proceeding

In March 2007, Samsung Telecommunications Agadrl P and Samsung Electronics Co., Ltd. (collesti “Samsung”) filed an action
against InterDigital Communications Corporationyn®C), ITC and another affiliate, Tantivy Commuaimns, Inc. (collectively
“InterDigital”), in the Delaware District Court (h*Samsung Delaware Proceeding”), alleging tharbigital had refused to comply with its
alleged contractual obligations to be preparedictnbe our patents on fair, reasonable, and namhdimatory (“FRAND”) terms and that
InterDigital had allegedly engaged in unfair busgpractices. By their original Complaint in théi@e, Samsung sought damages and
declaratory relief, including declarations tha}:IiterDigital’s patents and patent applicatiorlegedly promoted to standards bodies are
unenforceable, (ii) the Samsung entities havel# tigpractice InterDigital’s intellectual propeidg a result of an alleged license from
QUALCOMM Incorporated, (iii) nine specified Inter@ital patents are invalid and/or not infringed bg Samsung entities, and
(iv) InterDigital must offer the Samsung entitieBca&nse on FRAND terms. In September 2007, Sam§latga First Amended Complaint
that omitted the previously asserted claims folatatory judgment regarding the nine specifiedrigital patents. In November 2007,
InterDigital filed its Answer to the Amended Comipla disputing Samsung’allegations and asserting counterclaims of igment as to tw
InterDigital patents.

As discussed above, in November 2008, Diggtal and Samsung entered into the Samsung TémetSIesolving their disputes. Purst
to the Samsung Term Sheet, in December 2008, SanasuhlinterDigital filed a joint stipulation to gtthe Samsung Delaware Proceeding
until February 9, 2009, which was granted. On Janlid, 2009, InterDigital and Samsung entered ineo2009 Samsung PLA, superseding
the Samsung Term Sheet and providing for, amoner atfings, the dismissal of the Samsung Delawavededing.

On January 30, 2009, Samsung made itsréicgtired payment under the 2009 Samsung PLA. &ftereon February 2, 2009, the par
jointly moved to dismiss this matter. On Februarg@09, the court in the Samsung Delaware Procgatiamissed that actio

Samsung 2nd Arbitration and Related Enforcement Adbn

Since February 2002, InterDigital and Samdlegtronics Co., Ltd. (“Samsung”) have been engagedseries of disputes concerning the
royalties owed by Samsung for sales of 2G produrctier the partiesI 996 patent license agreement. In November 2008s@ag initiated a
arbitration proceeding with InterDigital (the “Saumg 2nd Arbitration”) in the International ChamlmérCommerce concerning the royalties
owed by Samsung on sales of 2G products durin@@B2 to 2006 timeframe. In August 2006, the arbitiaunal (“Tribunal”) in the
Samsung 2nd Arbitration issued a final award (“AdVarordering Samsung to pay InterDigital approxieia $134.0 million in past royalties,
plus interest, on Samsusgsale of single mode 2G GSM/TDMA and 2.5G GSM/GER&E terminal units for the period from 2002 thgbi
2005. The Tribunal also established the royaltgsad be applied to Samsung’s sales of coveredr@@upts in 2006.

In September 2006, InterDigital filed an aotageeking to enforce the arbitral Award in the WD&trict Court for the Southern District of
New York (‘Enforcement Action”). On December 10, 2007, thartdn the Enforcement Action confirmed the Awandts entirety and
directed that Samsung pay InterDigital the amotith® Award, plus interest, for a total judgmentapproximately $150.3 million. On
December 18, 2007, Samsung filed an appeal withlthied States Court of Appeals for the Seconduitirand posted an appeal bond with
the district court in the amount of approximatelys6.7 million. By posting the appeal bond, Samsstaged execution of the Order of
Judgment pending the appeal. Oral argument inhbea was scheduled for December 17, 2008.

As discussed above, in November 2008, Ditgtal and Samsung entered into the Samsung TémetSsettling their 2G and 3G
disputes. Pursuant to the Samsung Term Sheet,danilger 2008, Samsung and InterDigital filed a joéofuest to stay the appeal in the
Enforcement Action. On January 14, 2009, Inter@igiind Samsung entered into the 2009 Samsung Phishwuperseded the Samsung
Term Sheet and provided for, among other thingsdibmissal of the 2G disputes, including the appktihe Enforcement Action. On
January 30, 2009, Samsung made its first requiagdhpnt under the 2009 Samsung PLA. On Februar@@,2he parties jointly moved to
dismiss the appeal of the Enforcement Action, anetease the appeal bond posted by Samsung. Qudrelb, 2009, the Second Circuit
granted the parties’ dismissal request.
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Samsung 3rd Arbitration

In October 2006, Samsung Electronics Cul, (:Samsung”) filed a Request for Arbitration @18sung 3rd Arbitration”) with the
International Chamber of Commerce against IntetBigelating to the royalties Samsung owed forghgod 2002 through 2006, which had
been the subject of the Samsung 2nd ArbitratiothénSamsung 3rd Arbitration, Samsung sought te laavew arbitration panel determine
new royalty rates for Samsung’s 2G/2.5G GSM/GPR®&EProduct sales based on the April 2006 Arbitra@ttlement Agreement
between InterDigital and Nokia (“Nokia Settlement®amsung purported to have elected the NokiaeBsttht under the most favored
licensee (“MFL")clause in the 1996 Samsung PLA. Samsung contehdéd had the right to have a new rate, basedemMbkia Settlemer
applied to its sales in the period from Januar30D2 through December 31, 2006 in lieu of the ryyadtes that had been determined by the
Tribunal in the Samsung 2nd Arbitration for thatipd. InterDigital denied that Samsung was entitledeceive any new royalty rate
adjustment based on the Nokia Settlement, and emlaimed, seeking an Award of the royalties Samgswwes for its 2G/2.5G sales in 2006
at the royalty rate specified in the August 2006afavin the Samsung 2nd Arbitration.

In February 2008, the arbitral tribunal hearal argument on the issue of whether Samsung ntitked to elect the Nokia Settlement. In
July 2008, the arbitral tribunal in the Samsung Ardlitration issued a Partial Final Award, finditigat Samsung was not entitled to an
adjustment of its royalty obligations based onNiokia Settlement.

As discussed above with respect to the TSATtion, in November 2008, InterDigital and Sanp@mtered into the Samsung Term
Sheet settling their 2G and 3G disputes. Purseathiet Samsung Term Sheet, in December 2008, SanasuhigterDigital filed a joint
request to stay the Samsung 3rd Arbitration. Owdgnl4, 2009, InterDigital and Samsung entereal timé 2009 Samsung PLA, which
superseded the Samsung Term Sheet and providezhiong other things, the dismissal of the 2G diepunhcluding the Samsung 3rd
Arbitration. On January 30, 2009, Samsung madir$tsrequired payment under the 2009 Samsung RIné,on February 2, 2009, the par
jointly moved to dismiss the Samsung 3rd Arbitrati®n February 19, 2009, the arbitral tribunalhie Samsung 3rd Arbitration issued
Agreed Order dismissing the arbitration.

Nokia Litigation
Nokia USITC Proceeding and Related Delaware DistricCourt and Southern District of New York Proceedims

In August 2007, InterDigital filed a USITC Ceiaint against Nokia Corporation and Nokia, Inaligctively, “Nokia”) alleging that
Nokia engaged in an unfair trade practice by sgllor importation into the United States, importintp the United States, and selling a
importation into the United States, certain 3G rfehandsets and components that infringe two efDigital’s patents. In November and
December 2007, a third patent and fourth patespeetively, were added to our Complaint againstidlokhe Complaint seeks an exclusion
order barring from entry into the United Statesimfing 3G mobile handsets and components thatgverted by or on behalf of Nokia. Our
Complaint also seeks a cease-and-desist order fortlaer sales of infringing Nokia products thatve already been imported into the United
States.

In addition, on the same date as our filinghef USITC action referenced above, we also fil&bmplaint in the Delaware District Court
alleging that Nokia’'s 3G mobile handsets and comeptsinfringe the same two InterDigital patentsiifeed in the original USITC
Complaint. This Delaware action was stayed on Janl@ 2008, pursuant to the mandatory, statuttaty sf parallel district court
proceedings at the request of a respondent in AT Bivestigation. Thus, this Delaware action iysthuntil the USITC’s determination in
this matter becomes final. The Delaware Districul@permitted InterDigital to add to the stayed @&edre action the third and fourth patents
InterDigital asserted against Nokia in the USIT@at

Nokia, joined by Samsung, moved to consolidla¢eSamsung and Nokia USITC proceedings. On Oc@®be2007, the Honorable Paul J.
Luckern, the Administrative Law Judge overseeirgttho USITC proceedings against Samsung and Nmgagectively, issued an Order to
consolidate the two pending investigations. Purstathe Order, the schedules for both investigativere revised to consolidate proceed
and set a unified evidentiary hearing on April 2B,-2008, the filing of a single initial determinati by Judge Luckern by July 11, 2008, and a
target date for the consolidated investigations@fember 12, 2008, by which date the USITC wousdigsits final determination (thd arget
Date”).

On December 4, 2007, Nokia moved for an oteleninating or, alternatively, staying the USIT@éstigation as to Nokia, on the ground
that Nokia and InterDigital must first arbitrateligpute as to whether Nokia is licensed under #teris asserted by InterDigital against N
in the USITC investigation. On January 8, 2008 géuduckern issued an order denying Nokia's motiod laolding that Nokia has waived its
arbitration defense by instituting and participgtin the investigation and other legal proceedi@sFebruary 13, 2008, Nokia filed an aci
in the U.S. District Court for the Southern Distraé New York, seeking to preliminarily enjoin Imigigital from proceeding with the USITC
investigation with respect to Nokia, in spite ofide Luckern’s ruling denying Nokia’s motion to tenaite the USITC investigation. Nokia
raised in this preliminary injunction action thereaarguments it raised in its motion to terminaeWSITC investigation, namely that
InterDigital allegedly must first arbitrate its@dled license dispute with Nokia and that Nokiar@swvaived arbitration of this defense. In the
Southern District Action, Nokia also sought to cahimterDigital to arbitrate its alleged licensesplite
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with Nokia and, in the alternative, seeks a deteatidon by the District Court that Nokia is licens@ter the patents asserted by InterDigital
against Nokia in the USITC investigation. On MarGt2008, InterDigital filed a motion to dismiss Nals claim in the alternative that Nokia
is licensed under the patents asserted by IntadDiggiainst Nokia in the USITC investigation. Thistblct Court has not acted on
InterDigital’s motion to dismiss.

On February 8, 2008, Nokia filed a motion Sammary determination in the USITC that InterDigtannot show that a domestic industry
exists in the United States as required to ob&liefr Samsung joined this motion. InterDigital @gpd this motion. On February 14, 2008,
InterDigital filed a motion for summary determiratithat InterDigital satisfies the domestic indysaquirement based on its licensing
activities. On February 26, 2008, InterDigital fila motion for summary determination that it hgsasately satisfied the so-called “economic
prong” for establishing that a domestic industrisexbased on InterDigital’s chipset product thaicfices the asserted patents. Samsung and
Nokia opposed these motions. On March 17, 2008 sBagiand Nokia filed a motion to strike any evidenoncerning InterDigit’s product
and to preclude InterDigital from introducing amych evidence in relation to domestic industry ateékidentiary hearing. On March 26, 2C
the Administrative Law Judge granted InterDigitatistion for summary determination that it has $iatisthe so-called “economic prong” for
establishing that a domestic industry exists basebhterDigital’'s chipset product that practices ttsserted patents and denied Samsung’s
motion to strike and preclude introduction of evide concerning InterDigital’s domestic industry guot.

On February 27, 2008, Nokia filed a motiorextend the Target Date in the USITC proceeding.ssaug joined Nokia’s motion.
InterDigital opposed this motion. On March 11, 200& Administrative Law Judge denied Nokia’s motio extend the Target Date.

On March 17, 2008, Nokia and Samsung jointtwved for summary determination that U.S. Patent@J¥893,579, which was asserted
against both Samsung and Nokia, is invalid, andssag moved for summary determination on its defefsguitable estoppel. InterDigital
opposed these motions. On April 14, 2008, the Adstriative Law Judge denied Nokia’s and Samsungrg jonotion for summary
determination that the ‘579 patent is invalid atembalenied Samsung’s motion for summary deternonaif Samsung’s defense of equitable
estoppel.

On March 20, 2008, the U.S. District Courtfioee Southern District of New York, ruling from thench, decided that Nokia is likely to
prevail on the issue of whether Nokia's allegedtiemhent to a license is arbitrable. The Courtmiad consider or rule on whether Nokia is
entitled to such a license. As a result, the Cordered InterDigital to participate in arbitratiohthe license issue. The Court also entered a
preliminary injunction requiring InterDigital to ase participation in the USITC proceeding by Affil 2008, but only with respect to Nokia.
The Court further ordered Nokia to post a $500080d by March 28, 2008. InterDigital promptly filadequest for a stay of the preliminary
injunction and for an expedited appeal with the.\C8urt of Appeals for the Federal Circuit, whichrtsferred the appeal to the U.S. Court of
Appeals for the Second Circuit. The preliminaryimgtion became effective on April 11, 2008, andadsordance with the Court’s order,
InterDigital filed a motion with the Administratideaw Judge to stay the USITC proceeding againstiaNp&nding InterDigitab appeal of th
District Court’s decision or, if that appeal is unsessful, pending the Nokia TDD Arbitration (déised below). On April 14, 2008, the
Administrative Law Judge ordered that the dateliercommencement of the evidentiary hearing, asigirscheduled for April 21, 2008, be
suspended until further notice from the Administ@at_aw Judge. The Administrative Law Judge did aathat point change the scheduled
date of July 11, 2008 for his initial determinatiarthe investigation or the scheduled Target é&tdovember 12, 2008 for a decision by the
USITC. InterDigital’s motion for a stay of the prainary injunction and for an expedited appeal wassidered by a panel of the Second
Circuit on April 15, 2008. On April 16, 2008, the&nd Circuit denied the motion for stay but seégpedited briefing schedule for resolv
InterDigital’s appeal on the merits of whether Bistrict Court’s order granting the preliminaryumiction should be reversed.

On April 17, 2008, InterDigital filed a motiomith the USITC to separate the consolidated irigasbns against Nokia and Samsung in
order for the investigation to continue against Samg pending the expedited appeal or, if the agpeaisuccessful, pending the Nokia TDD
Arbitration. Samsung and Nokia opposed InterDigitadotion. On May 16, 2008, the Administrative Ldudge deconsolidated the
investigations against Samsung and Nokia and sevidentiary hearing date in the investigation agaSamsung (337-TA-601) to begin on
July 8, 2008.

On May 20, 2008, the Administrative Law Judgaied without prejudice all pending motions in doasolidated investigation (337-TA-
613). On May 22, 2008, the Administrative Law Judgget the Target Date for the USI'BEinal Determination in the Samsung investige
(337-TA-601) to March 25, 2009, requiring a finaitial Determination by the Administrative Law Judip be entered no later than
November 25, 200¢

On June 17, 2008, a panel of the U.S. Couttppfeals for the Second Circuit heard oral argunoaninterDigital’'s appeal from the Order
of the U.S. District Court for the Southern Distrad New York preliminarily enjoining InterDigitdfom proceeding against Nokia in the
consolidated investigation. On July 31, 2008, thedhd Circuit reversed the preliminary injunctiinding that Nokia's litigation conduct
resulted in a waiver of any right to arbitratelicense dispute. InterDigital promptly notified tAeministrative Law Judge in the Nokia
investigation (337-TA-613) of the Second Circuiiscision. On August 14, 2008, Nokia filed a petitfor rehearing and petition for
rehearing en banc of the Second Circuit’s decision, on September 15, 2008, the Second CircuieddWokias petitions. The mandate frc
the Second Circuit issued to the Southern Distriddiew York on September 22, 2008. Notwithstandimg Second Circuit's decision,
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on October 17, 2008 Nokia filed a request for &ustaonference with the District Court to establgtrocedural schedule for Nokia to pursue
a permanent injunction requiring InterDigital tdo#irate Nokia’s alleged license defense, and agythat the Second Circuit's decision was
rendered in the context of a preliminary injunctaord does not bar such an action. On October ZB, 20terDigital filed a response with the
District Court asserting that the Second Circuit&ver finding is dispositive of any claim for aaition of Nokia’s alleged license defense
and requesting the District Court to address Inigitl’s entitlement to recover against the $500,060nd posted by Nokia as well as
InterDigital’s pending motion to dismiss Nokia'saizh in the alternative for a determination by thetiict Court that Nokia is licensed under
the patents asserted by InterDigital against Nokthe USITC investigation. On October 30, 2008kiddiled a reply with the District Court.
The District Court has not yet acted on the pdrfilsgs.

On September 24, 2008, InterDigital filed atimoto lift the stay of the Nokia investigation3(8 TA-613) based on the issuance of the
Second Circuit’s mandate reversing the preliminajynction granted to Nokia. The Administrative Lawdge granted InterDigital’s motion
on September 25, 2008 and lifted the stay. On @ctép2008, the Administrative Law Judge issue@eter in the Nokia investigation
setting the evidentiary hearing for May 26-29, 2008 October 10, 2008, the Administrative Law Judgeed an Order resetting the Target
Date for the USITC's Final Determination in the Nknvestigation to December 14, 2009, and reqgiariinal Initial Determination by the
Administrative Law Judge to be entered no latentAagust 14, 2009.

On January 21, 2009, Nokia filed a motiondbesiule a claim construction hearing in early Fahr2009, and on January 29, 2009,
InterDigital filed an opposition to the motion farclaim construction hearing. On February 9, 2809 Administrative Law Judge denied
Nokia's motion for a claim construction hearing.

On February 13, 2009, InterDigital filed aeared motion for summary determination that Inteffaighas satisfied the domestic industry
requirement based on its licensing activities, amdrebruary 27, 2009, Nokia filed an oppositioth® motion. The parties await a ruling on
this summary determination motion by the AdministeLaw Judge.

The evidentiary hearing for the Nokia inveatign (337-TA-613) remains scheduled for May 26-28)9.
Nokia TDD Arbitration

On April 1, 2008, Nokia Corporation filed adrest for Arbitration with the International Chamloé Commerce against InterDigital, Inc.,
IDC and ITC, seeking a declaration that Nokiadetised under the patents asserted by InterDigjgahsat Nokia in the USITC investigation
pursuant to the parties’ TDD Development AgreemkntérDigital believes that Nokia’'s request for Beatory relief in the TDD Arbitration
is meritless.

On May 9, 2008, InterDigital filed an AnswerNlokia’s Request for Arbitration, requestimgter alia: (i) that the arbitration be dismissed
because the dispute is not arbitrable and, evarbifrable, Nokia waived its right to arbitraticand, in the alternative, (ii) a declaration that
Nokia is not licensed to the patents at issue@ndBITC investigation pursuant to the pa’ TDD Development Agreement.

On July 17, 2008, the arbitral tribunal wasstdauted.

On July 31, 2008, as discussed above, theetdStates Court of Appeals for the Second Cireniersed the district court’s grant of an
order requiring InterDigital to submit the TDD igsto arbitration, finding that Nokia waived anyhido arbitrate the issue. InterDigital
believes that Nokia should not be permitted to iomret to pursue this arbitration in light of the 8ed Circuit’s finding of waiver and has
requested that the arbitration be dismissed. Nio&gaasserted that the Second Circuit's decisiontis final decision on the issue of waiver,
and that Nokia may submit the waiver issue to téral tribunal or, as indicated above, to thetBés Court on remand. On October 27,
2008, the arbitral tribunal notified the partieattthe drafting of the Terms of Reference for tH@teation is postponed until such time as the
status conference before Judge Batts in the USri&iCourt for the Southern District of New Ydmks been held (see “Nokia USITC
Proceeding and Related Delaware District Court@mgthern District of New York Proceedings” above).

Nokia Delaware Proceeding

In January 2005, Nokia filed a Complaint ie thnited States District Court for the Districtidélaware (“Delaware District Courtggains
InterDigital Communications Corporation (now IDG)dalTC (for purposes of the Nokia Delaware Procegdiescribed herein, IDC and ITC
are collectively referred to as “InterDigital,” “weor “our”), alleging that we have used false aslmading descriptions or representations
regarding our patents’ scope, validity, and appiiig to products built to comply with 3G wireleghione Standards (“Nokia Delaware
Proceeding”). We subsequently filed counterclaimsea on Nokia’s licensing activities as well as Mkfalse or misleading descriptions or
representations regarding Nokia’'s 3G patents anddundisclosed funding and direction of an afiély independent study of the
essentiality of 3G patents.

On December 10, 2007, pursuant to a jointesghy the parties, the Delaware District Coureszdt an Order staying the proceedings
pending the full and final resolution of the ComparlJSITC investigation against Nokia and Sams8pgcifically, the full and final
resolution of the USITC investigation includes amial or final determinations of the Administre¢i Law Judge overseeing the proceeding,
the USITC, and any appeals therefrom. Pursuatigt®tder, the parties and their affiliates are gaheprohibited from initiating against the
other parties, in any forum, any claims or coursgénes that are the same as the claims and couat@xpending in the Nokia Delaware
Proceeding, and should any of the same or simlidééms or counterclaims be initiated by a party, dkiger parties may seek dissolution of the
stay.
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Except for the Nokia Delaware Proceeding &edNokia Arbitration Concerning Presentations (dbsd below), the Order does not aff
any of the other legal proceedings between thégsaihcluding the USITC investigation involvingtémnDigital and Nokia, or the parallel
Delaware District Court proceeding also broughtritgrDigital against Nokia.

Nokia Arbitration Concerning Presentations

In November 2006, InterDigital Communicatid@arporation (now IDC) and ITC filed a Request fabAration with the International
Chamber of Commerce against Nokia (“Nokia ArbiatiConcerning Presentations”), claiming that carpaesentations Nokia has attempted
to use in support of its claims in the Nokia DelasvBroceeding are confidential and, as a resulg,moaibe used in the Nokia Delaware
Proceeding pursuant to the parties’ agreement.

The December 10, 2007 Order entered by thavizek District Court to stay the Nokia Delawaredeetling (described above) also stayed
the Nokia Arbitration Concerning Presentations pegdhe full and final resolution of the USITC irst@gation against Nokia as described
above.

Nokia UKIIl and UKIII Actions

On March 14, 2008, Nokia applied to the Erghtgh Court of Justice, Chancery Division, Patebsirt (“English High Court”) to stay
the action initiated by ITC in December 2006 (“UK)Iwith respect to six Nokia patents that are sabfo opposition proceedings brought by
a third party before the European Patent Offic€ bpposed Nokia’s application for a stay. On ABriR008, the Court denied Nokia’'s
application for a stay.

During the proceedings in the action befoeeEnglish High Court initiated by Nokia in July ZDQ'UKII"), Nokia made statements to the
Court that it was not licensed under any InterRigitatents. After judgment, Nokia claimed to bettised to an undetermined number of
InterDigital patents. On April 3, 2008, InterDiditgpplied to re-open the English High Court’s judgrnon the issue of discretion, and the
hearing of this application was scheduled for Seper 15, 2008.

In the UKIII action, the Court had schedulegraliminary hearing for June 30, 2008 with respgeathether the Judge should exercise his
discretion to issue the declaration being soughii® Trial in the UKIII action was scheduled toge in the fourth quarter of 2008.

The UKII and UKIII actions, relating to thesestiality of both ITC and Nokia patents registeirethe United Kingdom, were brought to
an end on July 2, 2008, pursuant to a confideatiskement between the parties. The UKIII prelimirsgaring scheduled for June 30, 2008
did not commence before the action was ended.

During first half 2008, we reduced our acctiealthe potential reimbursement of Nokia's attorsdees associated with the UKII action
from $7.8 million, which was accrued in 2007, toGillion. As a result of the resolutions of th&Wand UKIII actions, we recognized a
$2.6 million one-time reduction to expenses indhjuarter 2008.

Other

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

We and our licensees, in the normal coafdrisiness, may have disagreements as to thes rglot obligations of 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.

In addition to disputes associated withoezément and licensing activities regarding ougllattual property, including the litigation and
other proceedings described above, we are a madther disputes and legal actions not relateditardgellectual 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 beligvattthe ultimate outcome of these other disputddegal actions will not have a material
adverse affect on us.

Among the types of legal proceedings weoanter in the normal course of business, we aragadjin the following action:
Federal

In May 2007, the Arbitrator in the arbitoat proceeding between InterDigital Communicati@usporation (now IDC) and ITC
(collectively, for purposes of the Federal arbitratdescribed herein, “InterDigital,” “we,” or “orand Federal Insurance Company
(“Federal™), and relating to a Litigation Expensala&Reimbursement Agreement signed in February B§Qabe parties (“Reimbursement
Agreement”), refused to award the full amount odiéml’s claim, which was in excess of $33.0 millidine Arbitrator did award Federal
approximately $13.0 million, pursuant to a formsi forth in the Reimbursement Agreement, for reirmbment of attorney’s fees and
expenses previously paid to or on behalf of Intgital by Federal, plus approximately $2.0 millianinterest. As additional reimbursemen
attorney’s fees and expenses, the Arbitrator avea$8e0 million, without interest, as Federal’s €hander the Reimbursement Agreement of
“additional value”of the 2003 settlement between InterDigital and$3on Inc. Further, the Arbitrator ruled that IBtigjital must pay Feder:
10% of any additional payments InterDigital mayeige as a result of an audit of Sony Ericssadles. In June 2007, we notified Federal
we had received $2.0 million from Sony Ericssomnemolve Sony Ericsson’s payment obligations folloyvan audit. The approximately
$13.0 million portion of the Award represents ageeitage of the amounts InterDigital has receivedesMarch 2003 from
Telefonaktiebolaget LM Ericsson and Ericsson Imzl Sony Ericsson Mobile Communications AB undeirttespective patent licen:



agreements.

In June 2007, Federal moved to confirmAherd in the United States District Court for thaskern District of Pennsylvania. Also in
June 2007, we filed an opposition to Federal’s aroto confirm the arbitration Award and a crossiomto vacate a portion of the Award,
totaling approximately $14.5 million, on the grouth@t the Arbitrator exceeded the scope of heraitth We also moved the Court to stay
confirmation of the Award pending adjudication of ecoupment defense whereby we are seeking tapetbhe full amount of the Award
based on Federal’s bad faith breach of its conted@nd fiduciary duties to us. In July 2007, theu@ heard oral arguments on Federal’s
motion to confirm the Award, our opposition theredad our cross motion to vacate the Award andieaty confirmation pending adjudication
of our recoupment defense. On March 24, 2008, thatC(i) granted Federal’s motion to confirm theitation award; and (ii) denied
InterDigital’s motion to stay confirmation of thebitration award pending adjudication of InterDali$ claim for recoupment based on
Federal’s bad faith breach of its duties as Intgitdi's insurer. On April 1, 2008, InterDigital &l a notice of appeal to the United States
Court of Appeals for the Third Circuit. In ordergtay execution on Federal's judgment pending dpp#arDigital deposited

68




$23.0 million with the Clerk of the Court, an amosafficient to secure Federaljudgment and anticipated interest until decisigithe Cour
of Appeals. On April 10, 2008, the Court extendedéral’s deadline for seeking costs and fees aftél conclusion of the appeal.

On May 6, 2008, the Court of Appeals assijthe matter for mediation in the Court of Appeaédiation program. The mediation
program concluded without any settlement. ConsettyydnterDigital and Federal have commenced bmigtihe appeal.

On July 7, 2008, the Company filed its dpgrbrief, seeking reversal of the District Courgdusal to hear InterDigital’'s recoupment
claim and remand to the District Court for adjudiima of such claim as a set-off to Federal’s adbitm award. Federal’s brief was filed on
August 6, 2008. The Company'’s reply brief was fitedAugust 20, 2008. The appeal was submittedecCiburt of Appeals on January 8,
2009. On January 29, 2009, the Court of Appealmaéfd the District Cours March 24, 2008 Order. On February 23, 2009, Ftdeoved tc
lift the stay of enforcement of Federal’s judgment.

At the time of judgment in second quart@®?2, we recorded an expense of approximately $b@l®n, which represents the total
amount of the Award through second quarter 20®5, flike amount of a previously accrued liabilitypdf4 million. We have also accrued post
judgment net interest expense of $1.6 million ($@ifion during 2008) and reported such interegiense within th¢‘interest and other
income, net” line item in our Consolidated Statetaexf Income.

9. INSURANCE REIMBURSEMENTS

During 2008 and 2007, we received pays\éom insurance providers of $7.2 million and $hiflion, respectively, to reimburse us
for portions of our defense costs in certain litiga with Nokia. These amounts reduced our patdntiaistration and licensing expenses in
2008 and 2007. We did not receive any such reingooesits during 2006.

10. RELATED PARTY TRANSACTIONS

One of our outside directors is Chairmathe Advisory Board to a firm that provides ugtwtonsulting services. We paid less than
$0.1 million to this firm for their services in 280$0.3 million in 2007 and we paid them less t#i@rl million in 2006. Our board member
did not receive any direct compensation or commissielated to these engagements.
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11. COMPENSATION PLANS AND PROGRAMS

Common Stock Compensation Plans

We have stock-based compensation plans untiehydepending on the plan, directors, employeassultants and advisors can receive
share-based awards such as, stock options, stpc&agtion rights, restricted stock awards androgheck unit awards. We issue the share-
based awards authorized under these plans througtiety of compensation programs.

Common Stock Option Plans

We have granted options under two incentigeksbption plans, three non-qualified stock opfitemns and two plans which provide for
grants of both incentive and non-qualified stockays (Pre-existing Plans) to non-employee dire;tofficers and employees of the
Company and other specified groups, depending ®@pldn. No further grants are allowed under thedRisting Plans. In 2000, our
shareholders approved the 2000 Stock Award andtiveePlan (2000 Plan) that allows for the grantifigncentive and non-qualified
options, as well as other securities. The 2000 Rldhorizes the offer and sale of up to approxilga@e million shares of common stock. 1
Board of Directors or the Compensation CommittethefBoard determines the number of options toraatgd. Under the terms of the 2000
Plan, the option price cannot be less than 100¢eofair market value of the common stock at thie dé grant.

In 2002, the Board of Directors approved th82Stock Award and Incentive Plan (2002 Plan) #flatvs for the granting of incentive a
non-qualified options, as well as other securities;ompany employees who are not subject to thertieg requirements of Section 16 of the
Securities Act of 1934 or an “affiliate” for purpesof Rule 144 of the Securities Act of 1933. TB82Plan authorizes the offer and sale of
up to 1.5 million shares of common stock. The BazrDirectors or the Compensation Committee ofBlbard determines the number of
options to be granted. Under all of these plangpop are generally exercisable for a period oféérs from the date of grant and may ves
the grant date, another specified date or overiagef time. However, under plans that providelioth incentive and non-qualified stock
options, grants most commonly vest in six semi-ahmstallments.

Information with respect to current year stogkions activity under the above plans is sumnealris follows (in thousands, except per
share amounts):

Weighted
Average
Available Outstanding Options Exercise

For Grant Number Price Range Price
Balance at December 31, 2C 96€ 3,751 $ 0.01-39.0(C $ 16.51
Cancelec 34 (39 25.25-39.0( 30.3¢
Exercisec — (29€) 3.75-21.3¢ 7.3¢
Balance at December 31, 2C 1,00( 3,421 $ 0.01-39.0( $ 17.1¢

The following table summarizes informationastjng the stock options outstanding at DecembgR@Q08 (in thousands, except for per
share amounts):

Weighted

Number Average Weighted
Outstanding Remaining Average
and Contractual Exercise

Range of Exercise Price Exercisable Life (years)* Price
$0.01-7.75 39¢ 3.7¢5 $ 5.8¢
$7.77-9.00 122 20.7: 8.4¢
$9.03-9.60 421 2.94 9.5¢
$9.77-11.63 44¢ 11.67 10.8¢
$11.64-13.19 467 2.54 12.4¢
$13.25-17.13 41% 2.7z 15.7¢
$17.26-23.59 34¢ 4.0z 19.6:
$23.66- 31.81 31¢ 3.24 25.67
$34.13-34.13 13 1.1¢ 34.1:
$39.00- 39.00 482 1.0C 39.0(
$0.01- 39.00 3,421 4.5¢ $ 17.1¢

* We currently have approximately 225,000 optionsstanding that have an indefinite contractdal IThese options were granted
between 1983 and 1986 under a pre-existing planp&oses of this table, these options were asdign original life in excess of 50
years. The majority of these options have an egengiice between $8.25 and $11.
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The total intrinsic value of stock options mised during the years ended December 31, 20@8, a0d 2006 was $4.9 million,
$14.2 million and $59.4 million, respectively. Ti¢al intrinsic value of our options outstandingDetcember 31, 2008 was $41.2 million. In
2008, we recorded cash received from the exeréisptmns of $2.2 million and tax benefits of $1fllion. Upon option exercise, we issued
new shares of stock.

At December 31, 2008 and 2007, we had apprabgin 2.9 million options outstanding that had eig prices less than the fair market
value of our stock at each balance sheet date eTdpfons would have generated cash proceeds Bahany of $38.9 million and
$33.1 million, respectively, if they had been fullyercised on those dates.

Restricted Stocl

Under our 1999 Restricted Stock Plan, as aee(t999 Plan), we may issue up to 3.5 million ebaf restricted common stock and
restricted stock units (RSUSs) to directors, empésyeonsultants and advisors. The restrictionssured shares lapse over periods generally
ranging from 1 to 5 years from the date of the gras of December 31, 2008 and 2007, we had isappdoximately 2.7 million and
2.9 million shares, respectively, of restricteccktand RSUs under the 1999 Plan. The related cosagtien expense is amortized over vesting
periods that are generally from 1 to 5 years. Atémeber 31, 2008 and 2007, we had unrecognized awsapen cost related to share-based
awards of $2.8 million and $5.6 million, respeclivé\Ve expect to amortize the unrecognized comp@rsaost at December 31, 2008 over a
weighted average period of less than one year @siragcelerated method.

We grant RSUs as an element of compensatiaft td our employees. These awards vest over tygaes according to the following
schedules:

Year 1 Year 2 Year 3
Time-Based Award:
- Employees below manager level (represents 1008tedaiotal award 33% 33% 34%
- Managers antechnical equivalents (represents 75% of the totadrd) 25% 25% 25%
- Senior officers (represents 50% of the total ay 0% 0% 50%
Performanc-Based Award:
- Managers and technical equivalents (remaining 85%e total award 0% 0% 25%
- Senior officers (remaining 50% of the total awe 0% 0% 50%

Vesting of performancieased RSU awards is subject to attainment of spaegifils previously established by the Compensaiommittee
of the Board of Directors. Depending upon perforogaagainst these goals, the payout range couldysehere from 0 to 3 times the values
shown under Year 3 of the performance-based avemaiton above.

Information with respect to current and pgear RSU activity under the above plan is summdraefollows (in thousands, except per
share amounts):
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Weighted

Number of Average
Unvested Grant Date

RSUs Fair Value
Balance at December 31, 2C 62€ $ 20.6¢
Granted** 684 33.0¢
Forfeited (49 30.11
Vested (192) 20.52
Balance at December 31, 2C 1,06¢ $ 28.1¢
Granted** 10¢ 23.6(
Forfeited (93 27.0¢
Vested (390 23.81
Balance at December 31, 2C 69E $ 30.0¢

**  The number of RSUs presented as granted irv200ludes approximately 0.4 million performancel®8Svhich may be satisfied with
between 0 and 0.4 million shares of common stocBaomary 1, 2010, depending upon the company’epeahce against operating
measures between the grant and end date for RSlg 8yThe number of RSUs presented as granted(8 2ludes an immaterial
number of performance RSUs. As such, the numbpeidbrmance RSUs issued during the two year penmting December 31, 2008
remains at approximately 0.4 millio

The total vest date fair value of our RSU4 thessted during each of 2008, 2007 and 2006 wadsi@flion, $6.4 million and $7.0 million,
respectively.

Compensation Programs

We use a variety of compensation programsttact and retain employees, as well as more glad&n employee compensation with
Company performance. These programs include bath @@mponents and share-based components. Wenisaughares of our common
stock to satisfy our obligations under the shargedacomponents of these programs from the Comnuwk &hd Restricted Stock Plans
discussed above. However, our board of directosshmaright to authorize the issuance of treashayes to satisfy such obligations in the
future. We recognized $17.2 million, $3.9 millionda$3.5 million of compensation expense in 2008,728nd 2006, respectively, related to a
performancebased cash incentive under our LTCP, discussedvb&loe 2008 amount includes a fourth quarter 20G8ge of $9.4 million t
increase our accrual for Cycle 2a from the previoastimated payout of 100% to the actual payout##%. The increase in the incentive
payout was driven by the Compagsyuccess in a number of key goals, including sghiG and Samsung, two of the top five cellulardsst
OEMs, to 3G licensing agreements. These licendpgdhéncrease our share of the 3G market undendiedrom approximately 20% to
approximately 50%, and drove substantial positiperating cash flow over the period. We also reczgphishare-based compensation expense
of $5.1 million, $9.8 million and $7.0 million in0®8, 2007 and 2006, respectively. The majorityhefsharebased compensation expense,
all years, related to RSU awards granted to masageter our LTCP. In 2006, share-based compensatipense also included a non-
recurring charge of $1.0 million to correct our @aacting related to share-based grants awardedamom-employee, non-director consultants
in 1998. We previously accounted for these non-egg# grants similarly to share-based employee girasing the intrinsic value method.
The charge reflects the incremental cost that wbalte been recognized by correctly treating theastg as non-employee grants using the
fair value method. The balance of the share-basasgpensation expense relates to the programs deddriddow.

LTCP

The LTCP applies to all management personmetlizcludes a time-based RSU component, a perfareabased RSU component and a
performance-based cash incentive component. ThePLW&s originally designed as three year cyclesahatlap by one year. However, the
first cycle under the program covered the periodnfApril 1, 2004 through January 1, 2006 (CycleThe second cycle originally covered
period from January 1, 2005 through January 1, Z@98le 2). In second quarter 2005, the Compensa&@immmittee of our Board of
Directors amended the LTCP to revise the performdased cash award portion of Cycle 2 to covet/a Jear period from July 1, 2005
through January 1, 2009 (Cycle 2a), and authorzprb-rated interim payment, of approximately $iflion, related to first half 2005. The
third RSU cycle (RSU Cycle 3) began on January00;72and runs through January 1, 2010. The thirfbpaance-based cash award cycle
(Cash Cycle 3) began on January 1, 2008 and ruoggh January 1, 2011. The fourth RSU cycle (RSUI€¥) began on January 1, 2009
and runs through January 1, 2012.

During 2006, fourteen members of our senionag@ment voluntarily exchanged approximately 56 09€le 2 time-based RSUs for an
equal number of Cycle 2 performance-based RSUsCHmepany ultimately satisfied these performancet#d®SUs in early 2008 through
the issuance of approximately 11,000 shares, haseal senior management’s performance against ggegibals. During 2006, the LTCP
was amended such that, beginning with the Janya29Q7 grant, executives now receive 50% of th&URjrant as performance-based RSUs
and 50% as time-based. Under the amendment, th@&uwris managers now receive 25% of their RSU grarmgerformancéased RSUs ar
75% as time-based.
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Other RSU Grants

We also grant RSUs to all non-management eyapky all non-employee board members and, in dpeaamstances, management
personnel outside of the LTCP. Grants of this tywearded to management personnel, are in adddiany grants awarded through the
LTCP.

401(k) and Profit Sharing

We have a 401(k) plan wherein employees ceet &b defer compensation based on federal limiis. Company matches a portion of
employee contributions. At its discretion, the Camp may also make a profit sharing contributioitg@mployees’ 401(k) plans. In 2008,
2007 and 2006, we issued 14,673, 13,963 and 24}i@4s of common stock to satisfy our accrued atitigs from the prior years of
$0.4 million, $0.5 million and $0.5 million related our profit sharing contribution to eligible elopees under our Savings and Protection
Plan (Savings Plan).

Annual Bonus

We have a performance-based annual bonudhmais applicable to all employees. For awardaedin the years 1999 through 2007,
executive officers and other key management peedamere paid 30% of their bonus in shares of retstti stock. Receiving a portion of their
annual bonus in the form of equity served to mdosaly align senior management’s interest with ¢hasour shareholders. These shares had
full voting power, the right to receive dividendgegre not forfeitable, but were restricted as tarttransferability for a two year period. We
issued 27,166, 11,765 and 17,000 shares of restratock in 2008, 2007 and 2006, respectivelyatisfy our accrued obligations from the
prior years of $0.5 million, $0.4 million and $awtllion under the restricted stock portion of threnaal bonus.

During 2008, as part of its annual review xde@utive compensation, the Compensation Commiterchined that the LTCP, which was
introduced in 2004, provides an effective methadalbmanagement level employees to increase #ugiity ownership in the Company. As a
result, the Compensation Committee elected to arttemdnnual bonus plan as it relates to execuffieecs and other key management
personnel, so that, beginning with annual bonugdsvaarned in 2008, payouts would be 100% cashdbase

12. SHAREHOLDER RIGHTS PLAN

In December 1996, our Board of Directors (Boateclared a distribution under our Shareholdghfi Plan (Rights Plan) of one Right (as
defined in the Rights Plan) for each outstandingmmon share of the Company to shareholders of rexoaf the close of business on
January 3, 1997. In addition, all new common shessed after January 3, 1997 are accompanied dRaht for each common share
issued. On December 15, 2006, the Company entetedhe Amended and Restated Rights Agreement (AeteAgreement) dated as of
December 15, 2006, between the Company and Ame8tmok Transfer and Trust Company as Rights Agamgnding and restating the
Rights Plan.

In addition to continuing the provisions oétRights Plan as previously in effect, the Amenéigceement (i) implemented a regular
evaluation thereof by a committee composed of nanagement members of the Board who have been de&stioy the Board to be
“Independent Directors,” (ii) extended the terntleé Rights Plan to December 15, 20186, (iii) simetifthe determination of the Stock
Acquisition Date under the Amended Agreement, ¢hanged the Purchase Price (as defined in the AedeAdreement) from $250 to $200,
(v) changed the redemption price of a Right frofl%o $.001, and (vi) made certain other minoramforming changes and other changes to
reflect current requirements under the federal siesi laws.

Pursuant to the Rights Plan, as amended atated by the Amended Agreement, each Right emsti@reholders to buy otlesusandth c
a share of Series B Junior Participating PrefeBtitk (Preferred Stock) at the Purchase Price @ $2r 1/1000th of a share, subject to
adjustment. Ordinarily, the Rights will not be esisable until (i) 10 business days after the estrioé any of the following events: (A) a
person, entity or group other than certain categoof shareholders exempted under the Rights Btdledtively, a Person) acquires beneficial
ownership of 10% or more of the Company’s outstagdiommon shares, (B) a Person publicly commentesder or exchange offer for
10% or more of the Company'’s outstanding commonesha@r (C) a Person publicly announces an intenticacquire control over the
Company and proposes to elect through a proxy msent solicitation such a number of directors whelected, would outnumber the
Independent Directors (as defined in the Rights P& the Board, or (ii) such later date as magdtermined by action of a majority of the
Independent Directors prior to the occurrence gf@rent specified in (i) above (Distribution Dath).general, following the Distribution
Date and in the event that the Company entersaimb@rger or other business combination with an AowuPerson (as defined in the Rights
Plan) and the Company is the surviving entity, daalder of a Right will have the right to receiwgon exercise, units of Preferred Stock (or,
in certain circumstances, Company common shareh, paoperty, or other securities of the Comparjiig a value equal to twice the
exercise price of the Right, or if the Companydgqured in such a merger or other business coribmatach holder of a Right will have the
right to receive stock of the acquiring entity hrayia value equal to twice the exercise price oRlght. The Company reserves the right to
redeem the Rights by majority action of its Indegmmt Directors at any time prior to the date sugfh® become exercisable.
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13. TAXES

Our income tax (benefit) provision consistshef following components for 2008, 2007 and 20A8Housands):

Current
Federal

Alternative Minimum Tax (AMT)

Foreign income ta

Foreign source withholding t¢

Deferred
Federal

Foreign source withholding t¢
Reversal of valuation allowan:

Total

Year Ended December 31

2008 2007 2006
$ (4,012 $ 4,797 $ 39,35
15,92t 15,83: 28,48¢
11,91: 20,62¢ 67,84:
8,261 (2,449) 61,13:
(6,182) (6,182) (4,58
(243) — —
1,847 (8,630) 56,54’
$13,75¢ $11,99¢ $124,38¢

The deferred tax assets and liabilities aregrtsed of the following components at December2808 and 2007 (in thousands):

Net operating losse
Deferred revenue, n
Foreign tax credit
Stock compensatic
Patent amortizatio
Depreciatior

Other accrued liabilitie
Other employee benefi

Less: valuation allowanc

Net deferred tax ass

Net operating losse
Deferred revenue, n
Foreign tax credit
Stock compensatia
Patent amortizatio
Depreciatior

Other accrued liabilitie
Other employee benefi

Less: valuation allowanc

Net deferred tax ass

2008

Federal State Foreign Total
$ — $ 56,69( $ — $ 56,69(
30,86! 4,93: 20,29¢ 56,09(
5,75 92C — 6,671
6,171 987 — 7,164
1,52¢ 244 — 1,77(C
(9,267) 1,58¢ - (7,67¢)
1,12¢ 18C — 1,30¢
36,18¢ 65,53¢ 20,29 122,02:
= 65,29¢ — (65,29Y)
$36,18¢ $  24c $20,29: $ 56,72¢

2007

Federal State Foreign Total
$ — $ 38,27« $ — $ 38,27
13,82¢ — 14,11: 27,93;
8,97: 1,34: — 10,31¢
4,91: 73% — 5,64
2,111 31€ — 2,42
13,80¢ 1,66t — 15,47:
827 12Z — 95(
44,45¢ 42,45¢ 14,117 101,02-
— (42,456 — (42,456
$44,45¢ $ — $14,11: $ 58,56¢
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The following is a reconciliation of incomexés at the federal statutory rate with income tagesrded by the Company for the years
ended December 31, 2008, 2007 and 2006 (in thoggand

2008 2007 2006
Tax at U.S. statutory ra $13,98" $11,20: $122,35¢
Foreign withholding tax, with no U.S. foreign tacedit — — 2,22¢
State tax provisio (243 — —
Change in federal and state valuation allowe — — —
Adjustment to tax credil (600) 72¢ (910)
Other 611 70 71%
Total tax provisior $13,75¢ $11,99¢ $124,38¢

Valuation Allowances and Net Operating Losses

Generally accepted accounting principles negiiiat we establish a valuation allowance for porion of our deferred tax assets for wr
management believes it is more likely than not thatwill be unable to utilize the asset to offadtife taxes. We believe it is more likely than
not that the vast majority of our state deferredassets will not be utilized and we have therefoaintained a near full valuation allowance
against our state deferred tax assets.

Under Internal Revenue Code Section 382, titieation of a corporation’s NOL carryforwardslimited following a change in ownership
(as defined by the Internal Revenue Code) of grehss 50% within a three-year period. If it iseletined that prior equity transactions limit
our NOL carryforwards, the annual limitation wik ldetermined by multiplying the market value of @@mpany on the date of the owners
change by the federal long-term tax-exempt ratg. &mount exceeding the annual limitation may bei@dforward to future years for the
balance of the NOL carryforward period.
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Uncertain Income Tax Positions

We adopted FIN 48, on January 1, 2007. Asalref the implementation, we recognized a $2.llioniincrease to reserves for uncertain
tax positions. This increase, related to fedepattadits, was accounted for as a reduction tanmetbearnings on the balance sheet. Including
this cumulative effect adjustment, the gross amofittie Companys unrecognized tax benefits as of December 31,, 208 and January
2007 was $4.4 million, $4.4 million and $6.2 mitliarespectively, that if recognized, would reduoe €ompanys effective income tax rate
the period of recognition. The total amount of wognized tax benefits could increase or decreagenithe next twelve months for a num!
of reasons including the expiration of statuteBroitations, audit settlements, tax examinationéi¢s and the recognition and measurement
considerations under FIN 48.

During 2007, we completed a tax study rel&tedur research and development tax credits. Asaltrof this study, we reduced the gross
amount of the related research and developmemréadits by $3.0 million in third quarter 2007 whea filed our 2006 tax return. This
reduction resulted in additional income tax expesfsgpproximately $1.5 million and reduced our retaFIN 48 reserve by $1.5 million.
During 2007, we also filed our 2006 tax return vihiesulted in a reduction in certain other grogsenefits of $0.3 million with an equal
reduction to our FIN 48 reserve. As of DecemberZBD8, our FIN 48 reserve is $4.4 million, exclgaccrued interest. We do not expect a
material change in this estimate in the next twetths, although a change is possible.

The following is a roll forward of our totatass unrecognized tax benefits for the fiscal @888 (in thousands):

2008 2007

Balance as of January $4,40¢ $ 6,22(
Tax positions related to current ye

Additions —
Reductions —
Tax positions related to prior yea

Additions —
Reductions —
Settlement: —
Lapses in statutes of limitatiol —

Balance as of December $4,40¢ $ 4,40

Our policy is to recognize interest and orgiges related to income tax matters in incomeetgxense. In addition to the balance of
unrecognized tax benefits in the above table, we lagacrued related interest of $0.5 million andi#llion as of December 31, 2008 and
2007, respectively.

The Company and its subsidiaries are subjedtS federal income tax, foreign income and witdiag taxes, and income taxes from
multiple state jurisdictions. The majority of owderal and state tax returns from 1990 through 2006rrently open and will not close until
the respective statutes of limitations have expifda: statutes of limitations generally expire ¢hyears following the filing of the return or in
some cases three years following the utilizatiom>guiration of net operating loss carry forwardse Btatute of limitations applicable to our
open federal returns will expire between the curyear and 2011.
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Foreign Taxes

We pay foreign source withholding taxes orepaticense royalties and state taxes when appéicslte apply foreign source withholding
tax payments against our U.S. federal income tédigations to the extent we have foreign source imedo support these credits. In 2008,
2007 and 2006, we paid $15.7 million, $15.8 milleomd $28.5 million in foreign source withholdingés, respectively, and applied these
payments as credits against our U.S. federal thgailon. At December 31, 2007, we accrued $15Ifaniof foreign source withholding
taxes payable associated with expected royalty paysrfrom a licensee and recorded correspondireyreef tax assets related to the expe
foreign tax credits that will result from these psgnts. In the course of future tax planning, shewdddentify tax saving opportunities that
entail amending prior year returns in order toyfalVail ourselves of foreign tax credits that weyously considered unavailable to us, we
will recognize the benefit of the credits in theipd in which they are both identified and quasetifi

Between 1999 and 2005 we paid approximatg0;Bmillion of foreign taxes. During this perio&were in a net operating loss position
for U.S. federal income tax purposes and electelbthuct these foreign tax payments as expensesrdd.8. federal income tax returns rat
than take them as foreign tax credits. We eledtedstrategy because: a) we had no U.S. cash tapatibns at the time and b) net operating
losses can be carried forward significantly lonpan foreign tax credits. We utilized most of oet nperating losses in 2006 and began to
generate U.S. cash tax obligations. At that time p&gan to treat our foreign tax payments as foreig credits on our U.S. federal income
tax return.

We are currently evaluating the possibilityaaiending our U.S. federal income tax returnshergeriods 1999 — 2005 to determine if we
are able to take the foreign tax payments we madegithat period as foreign tax credits insteadeductions. The process to amend these
returns is complicated including aggregating infation that was not previously required and maylb®oavailable and involves tax treaty
competent authority procedures including both @&l foreign tax authorities. It is possible thatmay be unable to establish a basis to
support amending the returns, but it is estimatetida maximum benefit could be a refund claim gfragimately $20.0 million. We cannot
yet predict the amount if any, of any potentialiref. However, we anticipate being in a positiofiltoamended returns within the next ye
although it is possible that we could file amendetdrns later. No benefit has been recorded ferdbntingent gain.

14. EQUITY TRANSACTIONS
Repurchase of Common Sto«

In 2006, our Board of Directors authorized tbpurchase of up to $350.0 million of our outstagccommon stock (the “2006 Repurchase
Program”). In October 2007, our Board of Directauthorized a $100.0 million share repurchase pmdthe “2007 Repurchase Program”).
The Company could repurchase shares under thegmnaeghrough open market purchases, pre-arrangdiddrplans or privately negotiated
purchases. During 2006, we repurchased approxiynét&lmillion shares of common stock for $192.4lianil. At December 31, 2006, we
accrued accounts payable of approximately $7.6anikssociated with our obligation to settle laEcBmber repurchases. We completed the
2006 Repurchase Program in first half 2007 thrahghrepurchase of an additional 4.8 million shafesommon stock for $157.6 million in
2007. Under the October 2007 authorization in 20@¥repurchased approximately 1.0 million sharesoofimon stock for $18.5 million. At
December 31, 2007, we accrued accounts payablgpobdmately $0.8 million associated with our oblign to settle late December
repurchases. During 2008, we completed the 200iRbase Program through the repurchase of 3.8omihares of common stock for
$81.5 million.

Common Stock Warrants

As of December 31, 2008 and December 31, 28@fad no warrants outstanding.

15. SELECTED QUARTERLY RESULTS (Unaudited)
The table below presents quarterly data ferytrars ended December 31, 2008 and 2007:

(in thousands, except per share amounts, unaudited) First Second Third Fourth
2008:

Revenues(zs $56,02" $58,70¢ $55,05¢ $58,67"
Net income applicable to common shareholder $ 7,317 $ 5,852 $ 9,20¢ $ 3,82¢
Net income per common she— basic $ 0.1¢€ $ 0.1: $ 0.21 $ 0.0¢
Net income per common she— diluted $ 0.1F $ 0.1: $ 0.2C $ 0.0¢
2007:

Revenues(c $67,81¢ $55,00¢ $56,54¢ $54,86(
Net income applicable to common shareholder $17,66¢ $(4,40¢€) $ 8,717 $(1,97¢)
Net income per common she— basic $ 0.3t $ (0.09) $ 0.1¢ $ (0.09
Net income per common she— diluted $ 0.34 $ (0.09) $ 0.1¢ $ (0.09

(&) During fourth quarter 2008, the company rexiped $6.4 million of non-recurring revenue asswdavith a norrefundable prepaymerl
made in a prior period, by a licensee who has éxfie handset busine:

(b) During first quarter 2008, the company redagd, on a préax basis, a $6.9 million insurance reimbursemenpbrtions of our defen:
costs in certain litigation with Nokia and a $1.8lion reduction in contingent liabilities asso@dtwith our UK Il litigation. During
third quarter 2008, the company recognized, oreagx basis, a $2.7 million reduction in contingéatilities also associated with our



UK Il litigation. During fourth quarter 2008, theoBipany recognized, on a -tax basis, a $3.0 million charge to establis
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reserve for uncollectible accounts and $9.4 miltbarge to adjust the accrual rate on its LT

(c) During first quarter 2007, the Company redrgd $9.3 million associated with prior period saié Sony Ericsson’s covered 2G
products identified in a routine auc

(d) During second quarter 2007, the Company dmhron a pre-tax basis, a $16.6 million chargetord a contingent liability associated
with our dispute with Federal. During fourth quar2807, the Company recorded, on a pre-tax ba§ig,&amillion charge to record a
contingent liability for the reimbursement of lede¢s that may become due to Nokia in connectigh @iir UK Il litigation.

Item 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON AC COUNTING AND FINANCIAL DISCLOSURE

None.

Item 9A. CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedur

The Company’s Chief Executive Officer andGisief Financial Officer, with the assistance ofatmembers of management, have
evaluated the effectiveness of our disclosure otsitind procedures (as defined in Rules 13a-15@)18d-15(e) under the Securities
Exchange Act of 1934) as of December 31, 2008. dasethat evaluation, the Chief Executive Officad&hief Financial Officer have
concluded that our disclosure controls and proasiuere effective in their design to ensure thatitformation required to be disclosed by
us in the reports that we file or submit under$eeurities Exchange Act of 1934 is recorded, prsgissummarized and reported within the
time periods specified in the SEC’s rules and foamd to ensure that the information required tdiselosed by us in the reports that we file
or submit under the Securities and Exchange A&B8# is accumulated and communicated to our managgmncluding our Chief Executi
Officer and Chief Financial Officer, as appropritdeallow timely decisions regarding required distlre.

Managemen's Annual Report on Internal Control Over FinanciaReporting

Management is responsible for establishingraathtaining adequate internal control over finahoeéporting as defined in Rules 13a-15(f)
and 15d-15(f) under the Securities Exchange Adi9®4. The Company’s internal control over financ&dorting is a process designed to
provide reasonable assurance regarding the réjabflfinancial reporting and the preparation ivfaincial statements for external purposes in
accordance with accounting principles generallyepted in the United States of America. Internalia@rover financial reporting includes
those policies and procedures that:

. Pertain to the maintenance of records that inaeable detail accurately and fairly reflect trngactions and dispositions of the
assets of the Compar

. Provide reasonable assurance that transactierre@orded as necessary to permit preparatiomanfdial statements in accordance
with accounting principles generally accepted m thited States of America, and that receipts apemrditures of the Company are
being made only in accordance with authorizatiomahagement and directors of the Company;

. Provide reasonable assurance regarding preventiomely detection of unauthorized acquisitioge wr disposition of the
Compan’s assets that could have a material effect ondhedtidated financial statemen

Management, including the Chief Executive €ffiand Chief Financial Officer, assessed the tffetess of internal control over financ
reporting as of December 31, 2008. Management kthgedssessment on criteria for effective inteamatrol over financial reporting
described in ‘Internal Control—Integrated Framework&sued by the Committee of Sponsoring Organizatidrise Treadway Commission.
Based on this assessment, management determiriedstod December 31, 2008, the Company maintaéfiedtive internal control over
financial reporting at a reasonable assurance.level

The effectiveness of the Company’s internaitid over financial reporting as of December 3102 has been audited by
PricewaterhouseCoopers LLP, an independent registiblic accounting firm, as stated in their réploait appears under Item 8 in this Form
10-K.

Changes in Internal Control over Financial Reportm

There were no changes in our internal cormvel financial reporting during fourth quarter 2@6&t have materially affected, or are
reasonably likely to materially affect, our intekeantrol over financial reporting.
Item 9B. OTHER INFORMATION

None.
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PART IlI
Item 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNA NCE

The information required by this item is inporated by reference to the information followihg taptions PROPOSALS TO BE VOTE
ON — Election of Directors,” “EXECUTIVE OFFICERS Section 16(a) Beneficial Ownership Reporting Coiaipte,” “Code of Ethics,”
“Nominating and Corporate Governance Committee” ‘@adlit Committee” in the definitive proxy statenten be filed pursuant to
Regulation 14A in connection with our 2009 annuakting of shareholders (Proxy Statement).

Item 11. EXECUTIVE COMPENSATION

The information required by this item is inpgorated by reference to the information followihg taptions “EXECUTIVE
COMPENSATION,” “DIRECTOR COMPENSATION,” “Compensati Committee Interlocks and Insider Participatiand “Compensation
Committee Report” in the Proxy Statement.

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

The information required by this item is ingorated by reference to the information followihg taptions “Securities Authorized for
Issuance Under Equity Compensation Plans” in IteshBart Il of this Form 10-K and “SECURITY OWNERSMOF CERTAIN
BENEFICIAL OWNERS AND MANAGEMENT” in the Proxy Stament.

Item 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE

The information required by this item is ingorated by reference to the information followihg taptions CERTAIN RELATIONSHIPS
AND RELATED TRANSACTIONS” and “Director Independegitin the Proxy Statement.

Item 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

The information required by this item is inpgorated by reference to the information followihg taptions “Fees Paid to Independent
Registered Public Accounting Firm” and “Audit Conttee Pre-Approval Policy for Audit and Non-Auditr@iees of Independent Registered
Public Accounting Firm” in the Proxy Statement.

PART IV
Item 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

(a) The following documents are filed as a parthif Form 10-K:
(1) Financial Statement
The information required by this item begins on &48§.

(2) Financial Statement Schedul
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INTERDIGITAL, INC. AND SUBSIDIARIES
SCHEDULE Il — VALUATION AND QUALIFYING ACCOUNTS
(in thousands)

Balance, Reversal of Balance,

Beginning Increase Valuation End of
Description of Period (Decrease; Allowance Period
2008 Valuation Allowance for Deferred Tax Ass $42,45¢ $23,084(a) $(247) $65,29¢
2007 Valuation Allowance for Deferred Tax Ass $34,11( $ 8,34¢(a) $ — $42,45¢
2006 Valuation Allowance for Deferred Tax Ass $22,69: $11,414a) $ — $34,11(
2008 Reserve for Uncollectible Accoul $ — $ 3,00((b) $ — $ 3,00(
2007 Reserve for Uncollectible Accoul $ — $ — $ — $ —
2006 Reserve for Uncollectible Accoul $ — $ — $ — $ —

(&) The increase was necessary to maintain a full,earrull, valuation allowance against our stateete¢d tax assets and did not resul
additional tax expens:

(b) The increase relates to the establishment of resemgainst an account receivable associated witfStimChip modem I

(3) Exhibits.

See Item 15(b) below.

Exhibit
(b) Number Exhibit Description
*2.1 Asset Purchase Agreement dated as of July 30, Bp@Bd between InterDigital Acquisition Corp. anahfivy
Communications, Inc. (Exhibit 2.1 to InterDig’s Current Report on Forn-K dated August 4, 2003
*2.2 Plan of Reorganization by and among InterDigitaim@wunications Corporation, InterDigital, Inc. and Mzrger
Company dated July 2, 2007 (Exhibit 2.1 to Inteifai’s Quarterly Report on Form -Q dated August 9, 2007
*2.3 Agreement and Plan of Merger by and among IntetBligfommunications Corporation, InterDigital, Irmd ID Merger
Company dated July 2, 2007 (Exhibit 2.2 to Inteifai’s Quarterly Report on Form -Q dated August 9, 2007
*3.1 Articles of Incorporation of InterDigital, Inc. (Fibit 3.1 to InterDigital’s Quarterly Report on Forl0-Q dated August'
2007).
*3.2 Bylaws of InterDigital, Inc. (Exhibit 3.1 to Inteifital’s Current Report on Forn-K dated December 24, 200:
*4.1 Rights Agreement between InterDigital, Inc. and Aicen Stock Transfer & Trust Co., dated July 2, 2Q&xhibit 4.1 tc
InterDigitals Quarterly Report on Form -Q dated August 9, 2007
Contracts
*10.1 Credit Agreement dated as of December 28, 2005 grimtdarDigital, Bank of America, N.A. as Administinze Agent
and L/C Issuer and the other Lenders party th€Eetbibit 10.86 to InterDigital’s Annual Report omffn 10-K dated
March 14, 2006)
*10.2 First Amendment, Consent and Joinder to Credit Agrent by and between InterDigital, the Subsidiama@ntors Party
Hereto, the Lenders Party Hereto and Bank of AmefitA., as Administrative Agent and L/C Issuerediaduly 2, 2007
(Exhibit 10.88 to InterDigite s Quarterly Report on Form -Q dated August 9, 2007
*10.3 Second Amendment to Credit Agreement by and betwderDigital, the Subsidiary Guarantors Party Heréhe
Lenders Party Hereto and Bank of America, N.AAdministrative Agent and L/C Issuer dated Decentt8:r2007
(Exhibit 10.3 to Interdigit¢ s Annual Report on Form -K dated February 29, 200¢
*10.4 Intellectual Property License Agreement betweearDigital and Hughes Network Systems, Inc. (Exhil@it39 to
InterDigital’ s Registration Statement No.-28253 filed on April 18, 1989
*10.5 1992 License Agreement dated February 29, 1992dmetwnterDigital and Hughes Network Systems, IBgh{bit 10.3
to InterDigita’s Current Report on Forn-K dated February 29, 199:
*10.6 E-TDMA License Agreement dated February 29, 199%/een InterDigital and Hughes Network Systems, Inc.
(Exhibit 10.4 to InterDigite s Current Report on Forn-K dated February 29, 199:
*10.7 The TDD Development Agreement between and amormgDigital, ITC and Nokia (Exhibit 10.55 to InterDigl’s
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(b)

Exhibit

Number Exhibit Description
Current Report on Formr-K/A dated July 2, 2003
*10.8 Amendment No. 1 to the TDD Development Agreemetedi&eptember 30, 2001 between and among InteaDifiC
and Nokia (Exhibit 10.56 to InterDigi’s Current Report on Forn-K/A dated July 2, 2003
*10.9 Amendment to the Patent License Agreement of Ma@85 between ITC and NEC (Exhibit 10.52 to Intgiiil's
Current Report on Formr-K dated February 21, 200:
*10.1C PHS and PDC Subscriber Unit Patent License Agreederd March 19, 1998 between ITC and Sharp Catjoor of
Japan (Sharp) (Exhibit 10.57 to InterDig’'s Current Report on Forn-K dated February 21, 200:
*10.11 Amendment No. 1 dated March 23, 2000 and AmendiNen2 dated May 30, 2003 to PHS and PDC Subsctibér
Patent License Agreement dated March 19, 1998 leetWieC and Sharp (Exhibit 10.58 to InterDigital’sn&ndment
No. 1 to Current Report on Forr-K/A dated July 2, 2003
*10.12 Litigation Expense and Reimbursement Agreementioyteetween InterDigital, ITC and Federal InsuraGoenpany
dated February 15, 2000 (Exhibit 99.1 to InterQil's Quarterly Report on Form -Q dated November 9, 200!
*10.13 Narrowband CDMA and Third Generation Patent Licedgeeement dated January 15, 2002 between ITC &
(Exhibit 10.53 to InterDigites Current Report on Forn-K dated February 21, 200:
*10.14 Settlement Agreement dated January 15, 2002 beti#€zand NEC (Exhibit 10.54 to InterDigital’'s CunteReport on
Form ¢-K dated February 21, 200z
*10.15 License Agreement by and between InterDigital Grang LG Electronics, Inc. dated January 1, 2006« 10.82 to
InterDigitals Quarterly Report on Form -Q dated May 10, 2006
*10.1€ Amendment to Patent License Agreement effectiveidignl, 2007, by and between InterDigital TechnglGgmpany
and NEC Corporation (Exhibit 10.92 to InterDig's Quarterly Report on Form -Q dated August 9, 2007
*10.17 Arbitration Settlement Agreement by and betweearbigital Communications Corporation, InterDigifedchnology
Corporation and Nokia Corporation dated April 260& (Exhibit 10.83 to InterDigital’s Quarterly Repon Form 10-Q
dated August 7, 2006
10.1¢ Patent License and Settlement Agreement by andeleetnterDigital Technology Corporation, Tantivy
Communications, Inc., IP Licensing, Inc. and Intigital Patent Holdings, Inc. and Samsung Electr@o., Ltd.
effective as of November 24, 2008 (Filed herewi
*10.1¢ Agreement of Lease dated November 25, 1996 by atwieen InterDigital and We're Associates Company
(Exhibit 10.42 to InterDigit¢ s Annual Report on Form -K for the year ended December 31, 20(
*10.2C Modification of Lease Agreement dated December2B80 by and between InterDigital and We're Ass@saompany
(Exhibit 10.43 to InterDigit¢ s Annual Report on Form -K for the year ended December 31, 20(
*10.21 Third Modification to Lease Agreement effective dun 2006 by and between InterDigital and Huntindfuadrangle 2
(successor to We're Associates Company). (Exhiit8 to InterDigital’'s Annual Report on Form 10-¢¢ the year
ended December 31, 200
Benefit Plans
1*10.22 Non-Qualified Stock Option Plan, as amended (ExhiBidlo InterDigital’s Annual Report on Form 10-K filie year
ended December 31, 199
1*10.28 Amendment to Non-Qualified Stock Option Plan (Exhi®.31 to InterDigital’s Quarterly Report on Fodf-Q dated
August 14, 2000)
1*10.2¢ Amendment to Non-Qualified Stock Option Plan, effifec October 24, 2001 (Exhibit 10.6 to InterDigitafnnual

Report on Form 1-K for the year ended December 31, 20(
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(b)

Exhibit

Number Exhibit Description

1*10.2¢8 1992 Employee Stock Option Plan (Exhibit 10.71rteiDigital’s Annual Report on Form 10-K for theayeended
December 31, 1992

1*10.2¢ Amendment to 1992 Employee Stock Option Plan (Exhid.29 to InterDigital’s Quarterly Report on Fofri-Q dated
August 14, 2000)

1*10.27% Amendment to 1992 Employee Stock Option Plan, &ffe®©ctober 24, 2001 (Exhibit 10.11 to InterDidjggAnnual
Report on Form 1-K for the year ended December 31, 20(

1*10.2¢ 1995 Stock Option Plan for Employees and Outsideddors, as amended (Exhibit 10.7 to InterDigit&lfsual Report
on Form 1-K for the year ended December 31, 19¢

1*10.2¢ Amendment to the 1995 Stock Option Plan for Empdsyand Outside Directors (Exhibit 10.25 to Inteifdigs Annual
Report on Form 1-K for the year ended December 31, 19!

1*10.3(C Amendment to 1995 Stock Option Plan for Employees @utside Directors (Exhibit 10.33 to QuarterlypBe on
Form 1(-Q dated August 14, 200(

1*10.31 Amendment to 1995 Stock Option Plan for Employees@utside Directors, effective October 24, 200gh{&it 10.15
to InterDigita’s Annual Report on Form -K for the year ended December 31, 20t

1*10.32 1997 Stock Option Plan for Non-Employee Directdshibit 10.34 to InterDigital’'s Quarterly Report &orm 10-Q for
the quarter ended September 30, 19

1*10.32 Amendment to 1997 Stock Option Plan for Non-Empéoiérectors (Exhibit 10.34 to InterDigital's QuatieReport on
Form 1(-Q dated August 14, 200(

1*10.3¢ 1997 Stock Option Plan for Non-Employee Directassamended March 30, 2000 (Exhibit 10.42 to IntgitBii's
Quarterly Report on Form -Q dated August 14, 200(

1*10.3¢ Amendment to 1997 Stock Option Plan for Non-Empéoiérectors, effective October 24, 2001 (Exhibit1®to
InterDigitals Annual Report on Form -K for the year ended December 31, 20(

1*10.3€ 1999 Restricted Stock Plan, as amended April 180ZBxhibit 10.43 to InterDigital’'s Quarterly Repan Form 10-Q
dated August 14, 200C

1*10.37 1999 Restricted Stock Plan, Form of Restricted IStdait Agreement [Awarded to Independent Directdpon Re-
Election] (Exhibit 10.62 to InterDigit's Quarterly Report on Form -Q dated November 9, 200-

1*10.3¢ 1999 Restricted Stock Plan, Form of Restricted IStdait Agreement [Annual Award to Independent Dices]
(Exhibit 10.63 to InterDigite s Quarterly Report on Form -Q dated November 9, 200:

1*10.3¢ 1999 Restricted Stock Plan, Form of Restricted Stdait Agreement [Periodically Awarded to Membefdte Board o
Directors] (Exhibit 10.64 to InterDigit's Quarterly Report on Form -Q dated November 9, 200«

1*10.4C 1999 Restricted Stock Plan, Form of Restricted ISfgreement [Awarded to Executives and Managemgiiaat of
Annual Bonus] (Exhibit 10.65 to InterDigi’s Quarterly Report on Form -Q dated November 9, 200«

1*10.41 1999 Restricted Stock Plan, Form of Restricted IStdait Agreement [Awarded to Independent Directdpon Re-
Election] (Exhibit 10.62 to InterDigit's Quarterly Report on Form -Q dated August 9, 200~

1*10.42 1999 Restricted Stock Plan, Form of Restricted IStdait Agreement [Annual Award to Independent Dices]
(Exhibit 10.63 to InterDigite s Quarterly Report on Form -Q dated August 9, 200t

1*10.42 2000 Stock Award and Incentive Plan (Exhibit 10t@8nterDigital’s Quarterly Report on Form 10-Q e&tAugust 14,
2000).

1*10.44 2000 Stock Award and Incentive Plan, as amendee IuR005 (Exhibit 10.74 to InterDigital’'s QuarteReport on
Form 1(-Q dated August 9, 200

1*10.4% 2000 Stock Award and Incentive Plan, Form of Op#gmeement [Director Awards] (Exhibit 10.66 to Irigital’s

Quarterly Report on Form -Q dated November 9, 200:



1*10.4¢ 2000 Stock Award and Incentive Plan, Form of Op#gmeement [Executive Awards] (Exhibit 10.67 todridigital’s
Quarterly Report on Form -Q dated November 9, 200:

1*10.47% 2000 Stock Award and Incentive Plan, Form of Op#aneement [Inventor Awards] (Exhibit 10.68 to Iribégital’'s
Quarterly Report on Form -Q dated November 9, 200:

1*10.4¢ 2002 Stock Award and Incentive Plan (Exhibit 10t&0nterDigital’s Quarterly Report on Form 10-Q eldtMay 15,
2002).
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(b)

Exhibit

Number Exhibit Description

1*10.4¢ InterDigital Communications Corporation 2002 Stéakard and Incentive Plan, as amended through Jug@o8
(Exhibit 10.52 to InterDigit¢ s Annual Report on Form -K for the year ended December 31, 20(

1*10.5C InterDigital’s 2002 Stock Award and Incentive Plas,amended June 1, 2005 (Exhibit 10.87 to Inter&)ig Quarterly
Report on Form 1-Q dated November 9, 200t

1*10.51 2002 Stock Award and Incentive Plan, Form of Op#gmeement [Inventor Awards] (Exhibit 10.69 to Iribégital’s
Quarterly Report on Form -Q dated November 9, 200:

1*10.52 InterDigital Communications Corporation Long-Terrar@pensation Program, as amended December 2004 POTC
(Exhibit 10.55 to InterDigit¢ s Annual Report on Form -K for the year ended December 31, 20(

1*10.52 InterDigital Communications Corporation Long-Terrar@pensation Program, as amended April 2005 (Exhiif0 to
InterDigitas Quarterly Report on Form -Q dated May 9, 2005

1*10.5¢ InterDigital Communications Corporation Long-Terrar@pensation Program, as amended June 2005 (E2hif0 to
InterDigital’ s Quarterly Report on Form -Q dated August 9, 200~

1*10.58 InterDigital Long-Term Compensation Program, as rzaeel September 2008 (Exhibit 10.1 to InterDigitQlisarterly
Report on Form 1-Q dated November 4, 200t

1*10.5¢ InterDigital Communications Corporation Restric&bck Unit Award Agreement with Harry G. Campagated
February 4, 2005 (Exhibit 10.73 to InterDig's Quarterly Report on Form -Q dated May 9, 2005

1*10.57 Form of InterDigital Communications Corporation Resed Stock Unit Award Agreement (Exhibit 10.86 t
InterDigital s Quarterly Report on Form -Q dated November 9, 200¢

1*10.5¢ Compensation Program for Outside Directors, as deddanuary 2006 (Incorporated from Item 1.01 tfrDigital’s
Current Report on Formr-K dated January 18, 200¢

1*10.5¢ InterDigital Communications Corporation Annual Eiwyge Bonus Plan, as amended December 15, 20060{EX@i57
to Inter Digita’s Annual Report on Form -K for the year ended December 31, 20(

1*10.6( Form of InterDigital Communications Corporation Resed Stock Unit Award Agreement, as amended Ddwsr 14,
2006 (Exhibit 10.58 to Inter Digit's Annual Report on Form -K for the year ended December 31, 20(
Employment-Related Agreements

1*10.61 Indemnity Agreement dated as of March 19, 2003 lzetween the Company and Howard E. Goldberg puigo
Instruction 2 to Item 601 of Regulation S-K, thelémnity Agreements, which are substantially idettic all material
respects, except as to the parties thereto andhties, between the Company and the following idldizis, were not
filed: Bruce G. Bernstein, D. Ridgely Bolgiano, iHa6. Campagna, Steven T. Clontz, Richard J. Fagdward B.
Kamins, Mark A. Lemmo, Scott A. McQuilkin, William. Merritt, Robert S. Roath and Lawrence F. Shayhibit 10.47
to InterDigita’s Quarterly Report on Form -Q dated May 15, 2003

1*10.62 Employment Agreement dated May 7, 1997 by and batweterDigital and Mark A. Lemmo (Exhibit 10.32 to
InterDigitals Quarterly Report on Form -Q for the quarter ended March 31, 19¢

1*10.62 Amendment dated as of April 6, 2000 by and betwagsrDigital and Mark A. Lemmo (Exhibit 10.37 totémDigital’s
Quarterly Report on Form -Q dated August 14, 200(

1*10.6¢4 Amended and Restated Employment Agreement datefiAgsril 2, 2007 by and between InterDigital anccRard J.
Fagan (Exhibit 10.1 to InterDigif's Quarterly Report on Form -Q dated May 10, 2007

1*10.65 Employment Agreement dated as of November 12, 290dnd between InterDigital and Lawrence F. Shay
(Exhibit 10.38 to InterDigit¢ s Annual Report on Form -K for the year ended December 31, 20(

1*10.6¢ Amended and Restated Employment Agreement datedll@af005, by and between William J. Merritt antkiDigital

(Exhibit 10.1 to InterDigite s Current Report on Forn-K dated May 16, 2005
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Exhibit
(b) Number

Exhibit Description

1*10.67

1*10.6¢

1*10.6¢

110.7(

1*10.71

21

23.1

31.1

31.z

32.1

32.2

Employment Agreement dated as of June 20, 2005 t\patween Bruce G. Bernstein and InterDigital (BixH.0.1 to
InterDigitals Current Report on Forn-K dated June 20, 200¢

Amendment and Assignment of Employment Agreemetaddas of July 2, 2007 by and among InterDigital
Communications Corporation, InterDigital, Inc. eédice G. Bernstein (pursuant to Instruction 2 émt601 of
Regulation S-K, the Amendment and Assignment of Byrment Agreements dated as of July 2, 2007 whieh a
substantially identical in all material respects;apt as to the parties thereto, between Inter&8li@ibmmunications
Corporation, InterDigital, Inc. and the followingdividuals, were not filed: William J. Merritt arMark A. Lemmo,
respectively) (Exhibit 10.89 to InterDigi’s Quarterly Report on Form -Q dated August 9, 2007

Assignment and Assumption of Indemnity Agreemenedas of July 2, 2007, by and InterDigital Comneatibns
Corporation, InterDigital, Inc. and Bruce G. Bemist(pursuant to Instruction 2 to Item 601 of Regioh S-K, the
Indemnity Agreements, which are substantially idetin all material respects, except as to théigmthereto, between
InterDigital Communications Corporation, InterDalitinc. and the following individuals, were ndefi: D. Ridgely
Bolgiano, Harry G. Campagna, Steven T. Clontz, Ridh). Fagan, Edward B. Kamins, Mark A. Lemmo, Mafifi J.
Merritt, Robert S. Roath and Lawrence F. Shay) (&xH10.90 to InterDigital’s Quarterly Report on o 10-Q dated
August 9, 2007)

Amendment to Amended and Restated Employment Aggaedated as of November 17, 2008 by and between
InterDigital, Inc. and William J. Merritt (pursuatd Instruction 2 to Item 601 of Regulation S-Ke thmendments to
Employment Agreement dated as of November 17, 200&h are substantially identical in all mater@spects, except
as to the parties thereto, by and between Inteté)jdnc. and the following individuals, were ndedl: Mark A. Lemmo,
Scott A. McQuilkin and Lawrence F. Shay) (filed &with).

Employment Agreement dated July 9, 2007 by and éetminterDigital, Inc. and Scott A. McQuilkin (Exiiti 10.91 to
InterDigitals Quarterly Report on Form -Q dated August 9, 2007

Subsidiaries of InterDigita

Consent of PricewaterhouseCoopers L

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

Certification pursuant to 18 U.S.C. Section 13%0adopted pursuant to Section 906 of the Sarbarksr@ct of 2002
for William J. Merritt.

Certification pursuant to 18 U.S.C. Section 13%0adopted pursuant to Section 906 of the Sarbarks+@ct of 2002
for Scott A. McQuilkin.

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

(c) None.
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SIGNATURES
Pursuant to the requirements of Section 1B5¢d) of the Securities Exchange Act of 1934, #gistrant has duly caused this report to be
signed on its behalf by the undersigned, thereduatyp authorized.
INTERDIGITAL, INC.

Date: March 2, 200 By: /s/ William J. Merritt

William J. Merritt
President and Chief Executive Offic

Pursuant to the requirement of the Securiiiashange Act of 1934, this report has been sigmdalibby the following persons on behalf
the registrant and in the capacity and on the datksated.

Date: March 2, 200 /s/ D. Ridgely Bolgiant
D. Ridgely Bolgiano, Directa

Date: March 2, 200 /sl Harry G. Campagr
Harry G. Campagna, Chairman of the Board of Dinex

Date: March 2, 200 /sl Steven T. Clont
Steven T. Clontz, Directc

Date: March 2, 200 /s/ Edward B. Kamin
Edward B. Kamins, Directc

Date: March 2, 200 /s/ Robert S. Roat
Robert S. Roath, Directt

Date: March 2, 200 /s/ William J. Merritt

William J. Merritt, Director, President and Chiefdeutive Office
(Principal Executive Officer

Date: March 2, 200 /sl Scott A. McQuilkin
Scott A. McQuilkin, Chief Financial Officer (Prirgal Financial
Officer)

Date: March 2, 200 /s/ Richard J. Brezs|

Richard J. Brezski, Chief Accounting Offic
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Pursuant to 17 CFR 240.24b-2, confidential informat  ion (indicated by [***]) has been omitted and has b  een filed
separately with the Securities and Exchange Commiss  ion pursuant to a Confidential Treatment Applicatio n filed with the
Commission.

PATENT LICENSE AND SETTLEMENT AGREEMENT

THIS PATENT LICENSE AND SETTLEMENT AGREEMENT (the “Agreement”), is entered into as of November 24, 2008 (the
“Effective Date”), by and among Samsung Electronics Co., Ltd., a corporation duly organized and existing under the laws of the
Republic of Korea and having its principal office at 416 Maetan-3dong, Yeongtong-gu Suwon-si, Gyeonggi-do, 443-742, Korea
(“Samsung”), and InterDigital Technology Corporation, Tantivy Communications, Inc., IPR Licensing, Inc., and InterDigital Patent
Holdings, Inc., each Delaware corporations having a mailing address of Suite 105 Hagley Building, 3411 Silverside Road,
Concord Plaza, Wilmington, Delaware 19810 (individually and together, “ITC"), and InterDigital Communications, LLC f/k/a
InterDigital Communications Corporation, a limited liability company duly organized and existing under the laws of the
Commonwealth of Pennsylvania and having its principal office at 781 Third Avenue, King of Prussia, PA, USA 19406 (“IDC") (IDC
and ITC are referred to herein individually and collectively as “InterDigital”). SEC, ITC, and IDC are herein individually referenced
as “Party” and collectively as “Parties.” In relation to SEC, “other Party” refers to ITC and/or IDC, as context requires; in relation to
ITC and IDC, “other Party” refers to SEC.

WHEREAS , Samsung and ITC are parties to that certain Binding Terms and Conditions for 2G/3G Settlement and Patent
License (“Term Sheet”) entered into on November 24, 2008 relating to the resolution and settlement of the Lawsuits and the grant
by ITC of a patent license to Samsung, among other things, on the terms and conditions set forth herein.

WHEREAS , Samsung and ITC desire to enter into this Agreement in place of the Term Sheet.

NOW, THEREFORE , in consideration of the mutual covenants and agreements contained herein, and for other good and
valuable consideration, the receipt and sufficiency of which is hereby acknowledged, and intending to be legally bound hereby, the
Parties hereby agree as follows:

1. Licenses

a. 2G License Grant : Without limitation, subject to Sections 6 and 7, effective and conditioned on timely receipt by ITC of the
first installment of the License Fee, and continuing thereafter conditioned on receipt of the subsequent installments of the License
Fee, ITC grants Samsung and its Affiliates a non-exclusive, non-transferable, worldwide license under the Licensed Patents for
the life of such patents to develop, design, make, have made, use, import, offer to sell, sell, and otherwise distribute 2G Licensed
Products. Upon receipt by ITC of all installments of the License Fee, all rights granted pursuant to this Section 1(a) shall be
deemed paid up and irrevocable. The license does not extend to Components sold separately.

b. 3G License Grant : Without limitation, subject to Sections 6 and 7, effective and conditioned on timely receipt by ITC of the
first installment of the License Fee, and continuing thereafter conditioned on receipt of the subsequent installments of the License
Fee, ITC grants Samsung and its Affiliates a non-exclusive, non-transferable, worldwide, royalty-bearing license under the
Licensed Patents to develop, design, make, have made, use, import, offer to sell, sell, and otherwise distribute 3G Licensed
Products during the 3G Term. The license does not extend to Components sold separately.
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c. [***]: Without limitation, subject to Sections 6 and 7, and without limiting Section 4(c), [***] a 2G Licensed Standard or a 3G
Licensed Standard. Except as specifically set forth in this Section and in Section [***], nothing shall be deemed as conferring, by
implication, estoppel, or otherwise, any license, right [***], express or implied, under any patent or intellectual property right to
develop, design, make, have made, use, import, offer to sell, sell, or otherwise distribute products [***].

d. Notwithstanding anything to the contrary, the licenses granted under Sections 1(a) and 1(b) exclude any license, express or
implied, to develop, design, make, have made, use, import, sell, and otherwise distribute Components, except to the extent that
such Components (i) are made by or have made for Samsung solely for use within the 2G Licensed Products or the 3G Licensed
Products sold by Samsung and its Affiliates, or (ii) are sold on an non-integrated basis together with a 2G Licensed Product or 3G
Licensed Product for integration by the operator (e.g., a SIM card sold in the box with a handset), or (iii) [***] (&) [***], and (b) [***].

2. Payments

a. License Fee : Samsung shall pay ITC a non-refundable, irrevocable License Fee of US $400 Million. Payment shall be
made according to the following schedule:

US $100M on or before [***], 2009
US $100M on or before [***]
US $100M on or before [***]
US $100M on or before [***], 2010

SEC shall pay ITC the License Fee less the Tax Withheld by wire transfer to:

Wire to: [***]
PNC Bank
300 Delaware Avenue
Wilmington, DE 19801

Credit to: [***]
[***]

,Or pursuant to such other wire transfer instructions as may later be provided by InterDigital to SEC.

A form invoice, acceptable to both Parties, is attached as Exhibit “A” hereto.

b. Taxes: Samsung shall (i) [***] on account of withholding taxes that are required by Korean domestic law and pursuant to
the [***] by Samsung (hereinafter “Tax Withheld”), (ii) promptly and timely pay to the appropriate Korean tax authorities all of such
taxes that are required to be withheld and paid, and (iii) provide InterDigital, within a reasonable period thereafter, with all
necessary documentation evidencing payment of such taxes. In case the Tax Withheld is later determined by the [***], the Parties
agree that ITC and/or IDC, as applicable, [***] upon submission of documentation evidencing the same. In the event the Tax
Withheld is later determined by the [***] as being greater than required, the Parties shall cooperate with each other to ensure that
[***]. Provided the relevant government requires any such tax, SEC shall furnish InterDigital with appropriate documentation
evidencing the payment of such tax as assessed by the appropriate authority of such government and such other documentation
as reasonably requested by or responsive to the [***].
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c. Finality: The Parties further acknowledge that the License Fee is final, irrevocable, non-refundable, and not subject to any
deductions, adjustments, set-offs, offsets, discounts, credits, or withholdings (other than tax withholding to the extent expressly
provided above) for any reason.

3. Termination and Remedies.

a.

Notwithstanding anything to the contrary herein, in the event that Samsung breaches any of the payment obligations
under this Agreement, and fails to cure such breach within [***] days (or with respect to the first installment of the
License Fee, within [***] days) following written notice thereof from ITC, then ITC shall have the right, at its election
either:

i. to enforce the terms and conditions of this Agreement, and pursue all remedies available at law or equity, in
which case (i) all remaining payments under this Agreement shall become immediately due and payable in
full, (i) all rights and duties of the Parties under this Agreement shall remain in effect, (iii) all unpaid amounts
shall accrue interest at a rate equal to [***], and (iv) Samsung shall reimburse ITC for any and all costs
incurred by ITC (including reasonable attorneys’ fees) in order to collect such amounts due; alternatively

i. toterminate this Agreement, and pursue all remedies available at law or equity. In the event this Agreement
is terminated prior to ITC’s receipt of the first installment of the License Fee, (i) all licenses, rights [***]
granted to Samsung and its Affiliates [***] and the Releases set forth in Sections 9(a) and (b) hereunder shall
not take effect and shall be null and void, (ii) the Parties may thereafter proceed in the Lawsuits, and
(i) Samsung will not oppose any request by InterDigital to lift the stays in the Lawsuits, and will proceed
according to any new schedule set in the Lawsuits. In the event this Agreement is terminated following
receipt by ITC of the first installment of the License Fee, all licenses, rights [***] granted to Samsung and its
Affiliates [***] and the Releases set forth in Sections 9(a) and (b) hereunder shall immediately terminate, be
null and void and shall have no further force or effect from and after the date of such notice, provided that in
such event Samsung shall be entitled to [***] to InterDigital or its Affiliates.

In addition, either Party may terminate this Agreement prior to the expiration of the 3G Term, upon [***] days prior
written notice to the other Party, if the other Party is in breach of any of its material obligations other than those
addressed in Section 3(a) above and the breach is not cured within the [***] days after notice is received by the other
Party. Such “other material obligations” shall be deemed to be any material failure to comply with [***] obligations. In the
event of a termination of this Agreement by InterDigital under this Section 3(b), Samsung shall, without limiting any
other right or remedy of InterDigital at law or in equity, immediately pay ITC all unpaid , installments of the License Fee
and any other amounts accruing hereunder (in each case, whether or not then due), and all rights, licenses [***] granted
to Samsung and its Affiliates [***] hereunder shall terminate unless (i) within [***] after the notice of such termination is
received by Samsung, [***], (ii) [***] InterDigital and its Related Parties and their past and present officers, directors,
shareholders, employees, and agents and their respective direct and indirect [***], and (iii) within [***] after the notice of
such termination is received by Samsung, [***]. Further, any termination or expiration of this Agreement shall not
prejudice InterDigital’s right to conduct a final audit under Section 23 herein. In the event of a termination of this
Agreement by Samsung under this Section 3(b), [***] granted to InterDigital and its Related Parties hereunder shall
terminate unless (i) [***] Samsung and its Affiliates and

3
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4 . [***]

their past and present officers, directors, shareholders, employees, and agents [***], and (ii) within [***] after the notice
of such termination is received by InterDigital, [***].

Notwithstanding anything to the contrary, either Party’s enforcement of the terms and conditions of this Agreement, or
ITC’s pursuit of all remedies available at law or equity pursuant to Section 3(a)(i) above, shall not constitute a breach of
Sections 9 ([***]) or 10 ([***]).

2G [***] Products: Without limitation, subject to Sections 4(e), 6 and 7, effective and conditioned on timely receipt by
ITC of the first installment of the License Fee, and continuing thereafter conditioned on receipt of the subsequent
installments of the License Fee, InterDigital and its Affiliates [***] (i) [***], and (ii) [***] (a) [***], or (b) [***]; provided and
subject to, however, that Samsung and its Affiliates [***] (A) [***] or (B) [***]: (1) [***]; or (2) [***]. [***] to Samsung, its
Affiliates or any third party, whether by contract, by law, [***] or otherwise, [***].

3G [***] Products: Without limitation, subject to Sections 4(e), 6 and 7, effective and conditioned on timely receipt by
ITC of the first installment of the License Fee, and continuing thereafter conditioned on receipt of the subsequent
installments of the License Fee, InterDigital and its Affiliates [***] (i) [***], and (ii) [***] (a) [***], or (b) [***]; provided and
subject to, however, that Samsung and its Affiliates [***]: (A) [***]; or (B) [***]. [***] to Samsung, its Affiliates or any third
party, whether by contract, by law, [***] or otherwise, [***].

[***] . Without limitation, subject to Sections 4(e), 6 and 7, effective and conditioned on timely receipt by ITC of the first
installment of the License Fee, and continuing thereafter conditioned on receipt of the subsequent installments of the
License Fee, InterDigital and its Affiliates [***]. [***] to Samsung, its Affiliates or any third party, whether by contract, by
law, [***] or otherwise, [***].

[***] of InterDigital : Without limitation, subject to Sections 4(e), 6 and 7, Samsung and its Affiliates [***]. With respect
to [***] InterDigital and its Related Parties and [***], whether by [***] or otherwise. With respect to [***], the foregoing [***]
Samsung and its Affiliates shall [***].

Conditions to [***] Without limiting Section 11, nothing in this Section (nor any payments made hereunder) shall be
construed as (i) exhausting a Party’s rights to claim infringement or receive royalties or damages or other compensation
with respect to any patent or product [***], (ii) creating or granting any express or implied license of any kind, or

(iii) giving rise to [***] or any waiver or limitation of any kind with respect to actions against third parties, except as
expressly set forth in [***]. The Parties hereby expressly waive the right to make any claim contrary to the foregoing. For
clarity, the obligations of each Party [***], it being understood that (1) the foregoing does not limit or modify the terms of
Section 4(a) and 4(b) addressing the rights of InterDigital [***], and (2) [***].

5. Excluded Products: Without limiting anything in [***], no licenses, [***], releases, or other authorizations (except as expressly
set forth herein) are granted to any portion of any product that complies with an Excluded Standard.

4
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6. Additional Limitations:  Notwithstanding anything to the contrary, this Agreement (a) excludes the right to grant sublicenses,
(b) shall not cover any products that Samsung or its Affiliates Acquire from or which are attributable to an Acquisition with one or
more third parties [***] Terminal Units designed to operate in accordance with 2G Licensed Standards or 3G Licensed Standards
(as the case may be) [***] Samsung and its Affiliates, and (c) shall not cover any products that InterDigital or its Related Parties
Acquire from or which are attributable to an Acquisition with one or more third parties [***] Terminal Units, Wireless Modules, or
Components designed to operate in accordance with 2G Licensed Standards or 3G Licensed Standards (as the case may be)
[***] InterDigital and its Related Parties.

7. Assignment:

a. Alllicenses and [***] granted hereunder shall survive the assignment or transfer (whether by merger, sale or otherwise)
of any of the Licensed Patents or Samsung [***] Patents (as the case may be).

b. Neither Party shall assign this Agreement or any rights or obligations hereunder. Notwithstanding the foregoing:

Samsung may assign all of its and Affiliates’ rights and obligations under this Agreement (other than the [***]
obligations and the releases hereunder) to any successor in interest to Samsung’s entire telecommunications
business (whether by merger, asset sale or otherwise), provided that (i) either (A) Samsung makes payment
in full of the remaining unpaid (whether or not then due) portion of the License Fee prior to such assignment,
or (B) if any portion (whether or not then due) of the License Fee remains outstanding at the time of such
assignment, Samsung shall remain liable to ITC for the timely payment of such outstanding portion of the
License Fee by such successor, and (ii) the ultimate parent company of the successor agrees in writing to
assume this Agreement and be bound hereby as if it were “Samsung” hereunder (including, without limitation,
for purposes of the [***] granted by Samsung pursuant to Section 4(d) hereof), provided that , the licenses,
[***] and other rights granted under this Agreement (including, without limitation, the obligations of InterDigital
under Section 9(e) hereunder) to Samsung and its Affiliates shall be limited on a going-forward basis to sales
of 2G Licensed Products and 3G Licensed Products in an amount not to exceed [***]. For example, [***] ([***]
affiliates being defined comparatively to the successor as the definition of Affiliate is defined herein as to the
Parties) sales of 2G Settlement Products and 3G Licensed Products would [***]. Notwithstanding, if the
successor is already a party to a patent license with InterDigital, the successor’s existing agreement shall
continue to apply to any products not constituting 2G Licensed Products and 3G Licensed Products in this
Agreement, including without limitation the proportion not deemed covered by this Agreement described in
this Section 7(b)(i) above.

[***], InterDigital may assign its rights and obligations under this Agreement in whole or in part to any
InterDigital Related Party. InterDigital or any of its Related Parties may also assign all of its rights and
obligations under this Agreement (other than the [***] obligations and the releases hereunder) to any
successor in interest to InterDigital or such Related Party (whether by merger, asset sale or otherwise),
provided that , (A) such successor shall assume all obligations of InterDigital hereunder and all rights, [***],
and licenses granted by InterDigital to Samsung shall

5
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survive and remain in full force and effect, and (B) the [***] and other rights granted hereunder to InterDigital
or such Related Parties shall be limited on a going-forward basis to sales of products subject to the [***] set
forth in Section 4(d) in an amount not to [***]. For example, [***].

iii. Inthe event of any assignment covered by this Section 7, the assigning Party will provide notice to the other
Party within a reasonable time following the assignment.

iv.  Notwithstanding anything to the contrary in this Section 7, the assignment of this Agreement in accordance
with this Section 7 shall not convey a release to the assignee under Sections 9(a) through 9(d), which
releases shall be personal to the Parties explicitly named in such releases as of the Effective Date.

8. Dismissals.

a. Termination of USITC Action . Upon receipt by ITC of the first installment of the License Fee, the Parties shall as soon
as practicable cause their respective counsel to execute and file with the USITC a joint motion and proposed order, in the form
attached as Exhibit “B” hereto, seeking to (1) terminate the USITC Action on the basis of settlement pursuant to 19 C.F.R. §
210.21(b); (2) take all other reasonable actions to terminate and stay such proceedings and orders; and (3) further extend the
date for the Final Initial Determination, if necessary, to ensure that a Final Initial Determination does not issue.

b. Termination of InterDigital Delaware Action . Within seven (7) days of receipt by ITC of the first installment of the License
Fee, the Parties shall cause their respective counsel to execute and file with the Court a joint stipulation, in the form attached as
Exhibit “C” hereto, dismissing without prejudice the InterDigital Delaware Action, and take all other reasonable actions necessary
to dismiss such proceeding.

c. Termination of Samsung Delaware Action . Within seven (7) days of receipt by ITC of the first installment of the License
Fee, the Parties shall cause their respective counsel to execute and file with the Court a joint stipulation, in the form attached as
Exhibit “D” hereto, dismissing with prejudice Samsung’s claims in the Samsung Delaware Action based on conduct occurring
before the date of dismissal of the Samsung Delaware Action, dismissing without prejudice InterDigital’'s counterclaims, and take
all other reasonable actions necessary to dismiss such proceeding.

d. Termination of 2G Arbitrations and Litigation. Within seven (7) days of the receipt by InterDigital of the first installment of
the License Fee, the Parties shall jointly through their respective counsel move to dismiss with prejudice and finally resolve, or
jointly request administrative closure of, if applicable, the Samsung Il Enforcement Action, the Samsung Il Appeal, and the
Samsung Il Arbitration with each Party bearing its own costs and fees. Further, within three (3) business days after the receipt by
InterDigital of the first installment of the License Fee, InterDigital shall execute those commercially reasonable documents — that
are necessary to effect the release of any and all rights InterDigital may have under that bond — including both (i) a commercially
reasonable release drafted by the surety for the bond filed in InterDigital Communications, LLC v. Samsung Electronics Co., Ltd.,
No. 06 Civ. 6833 (RJS) in the Southern District of New York (Appeal Bond No. CGB8796870), in the Form attached as Exhibit “E”
hereto and, (ii) a satisfaction of judgment to be filed in the Samsung Il Enforcement Action in the form attached as Exhibit “F”
hereto.

9. Releases [***]
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a. Release by InterDigital . Provided InterDigital does not terminate this Agreement based on nonpayment of the first
installment of the License Fee, contingent upon the actual and timely payment of the remaining installments of the License Fee,
and effective upon receipt by ITC of the first installment of the License Fee, InterDigital and its Affiliates hereby fully, finally and
forever acquit, release and discharge Samsung, its Affiliates, and their past and present officers, directors, shareholders,
employees, and agents from any and all claims, losses, and liabilities that InterDigital, its Affiliates, and their past and present
officers, directors, shareholders, employees, and agents ever had, now have, or hereafter can, shall or may have, for, upon, or by
reason of acts or omissions existing prior to the Effective Date of this Agreement arising out of or relating to the [***].

b. Release by InterDigital [***] . Provided InterDigital does not terminate this Agreement based on nonpayment of the first
installment of the License Fee, contingent upon the actual and timely payment of the remaining installments of the License Fee,
and effective upon receipt by ITC of the first installment of the License Fee, InterDigital and its Affiliates hereby fully, finally and
forever acquit, release and discharge Samsung and its Affiliates, and their past and present officers, directors, shareholders, [***],
employees, and agents from any and all claims, losses, and liabilities that InterDigital, its Affiliates, and their past and present
officers, directors, shareholders, employees, [***], and agents ever had, now have, or hereafter can, shall or may have, for, upon,
or by reason of [***] (i) [***], and (ii) [***] (a) [***], or (b) [***].

c. Limitations on InterDigital’s Releases. Notwithstanding anything to the contrary, the releases described in Sections
(a) and (b) above (i) do not include a release with respect to subject matter other than that set forth in Sections (a) and (b) above,
(i) do not extend, by implication or otherwise, to any third party, or to any third party product even when used in combination with
products sold by Samsung or any of its Affiliates, [***], and (iii) do not extend to any act by which Samsung or its Affiliates or any
of their respective attorneys or agents granted a sublicense under any Licensed Patent to any person or purported to do so.

d. Release by Samsung . Provided InterDigital does not terminate this Agreement for lack of timely receipt by ITC of the
first installment of the License Fee, and effective January 31, 2009, Samsung and its Affiliates hereby fully, finally and forever
acquit, release and discharge InterDigital and its Related Parties, and their past and present officers, directors, shareholders,
employees, and agents from any and all claims, losses, and liabilities that Samsung, its Affiliates, and their past and present
officers, directors, shareholders, employees, and agents ever had, now have, or hereafter can, shall or may have, for, upon, or by
reason of acts or omissions existing prior to the Effective Date of this Agreement arising out of or relating to the [***].

e. ***l .

i. For a period commencing as of the Effective Date and continuing up to and including the end of the 3G Term
(hereafter the “[***]"), InterDigital and Samsung each covenants and agrees, on behalf of itself and its
respective Related Parties, not to [***] with respect to any product of the other Party or its Related Parties, in
each case, to the extent such [***] under this Agreement. Notwithstanding anything in this paragraph, in the
event that a Party or its Related Parties [***] the other Party or its Related Parties, the obligation of the such
other Party and its Related Parties under this Section 9(e) shall unconditionally terminate and have no further
force or effect, unless and until (A) within [***] after the notice of such breach is received by such Party, such
Party [***], and (B) such Party [***], in which case the obligations of the other Party (and its Related Parties)
that was subject to such claim or action shall be reinstated.
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10. [**]:
a.

i.  The [***] for any claims or causes of action that a Party or its Related Parties covered by [***] in Section 9(e)
(i) above shall be, and hereby are, [***]. After the end of [***], the Parties or their Related Parties shall have
such [***], as is available as of the Effective Date, under all applicable [***]. Each Party agrees that the [***] of
this Agreement shall be excluded from the [***]. The Parties and their Related Parties expressly reserve the
right to seek and collect damages, including but not limited to royalties, for patent infringement by the other
Party or its Related Parties arising [***], to the fullest extent permitted under law, subject to the [***], rights,
licenses and releases granted under this Agreement.

iii. The right and obligations of the parties under this Section 9 are personal and may not be assigned or
transferred to any third party. Nothing in this provision shall constitute or be deemed to constitute the grant of
any express or implied rights of any kind under any intellectual property or proprietary right. Nothing in this
provision shall prevent either Party or its Related Parties from seeking [***].

Except for the [***] as provided in the last sentence of Section 9(e)(i), Samsung and its Affiliates shall not directly or
indirectly institute or participate as an adverse party, or procure or voluntarily assist any other party to directly or
indirectly institute or participate as an adverse party, in any action (legal, administrative, regulatory or otherwise), prior
to the expiration of the 3G Term (except with respect to subsection (a)(i) below, which shall extend for the life of the
relevant patents), anywhere in the world that (a) [***] (i) [***], or (ii) [***], (b) [***]; (c) [***]; or (d) [***]. The foregoing
obligations shall not [***] or its Affiliates.

Except for the [***] as provided in the last sentence of Section 9(e)(i), InterDigital and its Affiliates shall not directly or
indirectly institute or participate as an adverse party, or procure or voluntarily assist any other party to directly or
indirectly institute or participate as an adverse party, in any action (legal, administrative, regulatory or otherwise), prior
to the expiration of the 3G Term (except with respect to subsection (a)(i) below, which shall extend for the life of the
relevant patents), anywhere in the world that (a) [***], (b) [***]; (c) [***]; or (d) [***]. The foregoing obligations shall not
[***] or its Affiliates.

Notwithstanding anything in this Section 10, in the event that a Party or its Related Parties takes any action against the
other Party or its Related Parties in violation of Section 9(e) or this Section 10, the obligation of the such other Party
and its Related Parties under this Section 10 shall unconditionally terminate and have no further force or effect, subject
to the same cure and withdrawal rights relating to the [***] obligations as set forth in Section 9(e).

11. No Further Rights. Nothing in this Agreement shall be construed as:

a.

conferring (by implication, estoppel, exhaustion or otherwise) any license, [***] or other right to use the Samsung [***]
Patents or the Licensed Patents (including without limitation any [***]) except under the licenses, [***] and rights
specifically and expressly granted hereunder, or

conferring a right to use or sell any product that is expressly licensed for sale hereunder (or entitled to [***] hereunder)
in a manner which conveys or purports to convey (whether

8
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explicitly, by principles of implied license, or otherwise), any rights to any third party user or purchaser of such product,
under any Samsung [***] Patents or any Licensed Patents (including without limitation any [***]), with respect to any
combination of such product with any third party product (that is not licensed or entitled to [***] hereunder) [***].

12. Disclosure: Each of the Parties shall maintain as strictly confidential the terms of this Agreement and any proprietary
information (e.g., reports, materials or other documents submitted in accordance with the terms of this Agreement) disclosed to a
Party or any Related Party by the other Party or any of its Related Parties, under, or as a result of or during the negotiation of, this
Agreement, except as follows:

a.

2 o

o

that was previously known to the receiving Party free of any obligation to keep it confidential at the time it was
communicated by the disclosing Party;

that is or becomes generally known to the public, provided that such public knowledge is not the result of any acts
attributable to the receiving Party;

with the prior written consent of the other Party;
that is rightfully received by the receiving Party from a third party, free of any obligation of confidentiality;
this Agreement may be filed in redacted form pursuant to US-SEC requirements.

InterDigital may disclose the impact of this Agreement [***]. In connection therewith, InterDigital shall not disclose [***]
(based on US-SEC guidelines) for the applicable period or unless otherwise required by US-SEC, NASDAQ or other
legal requirement.

as required by court or arbitral order which has been precipitated by a third party request, or a governmental order, with
notice to the other Party as soon as any proceeding that may lead to such order is known, and to permit the other Party
an opportunity to intervene to prevent disclosure. In the case of a possible ordered disclosure, the Party that would be
subject to the order shall give the other Party reasonable prior notice of such intended disclosure and use its best
efforts to ensure such disclosure is protected by a protective order and seek confidential treatment or other
confidentiality obligation;

to publish and distribute Periodic Reports, including on a Current Report on Form 8-K, Quarterly Report on Form 10-Q
and Annual Report on Form 10-K, as required by the US-SEC or to publish and distribute reports as required by the
KRX (Korea Exchange) announcing the execution of this Agreement. Such reports may contain any information
previously disclosed in connection with the execution of the Term Sheet, the scope and fields of the licenses, the
license durations, the impact of the Agreement on InterDigital’s revenues, deferred revenue, or cash position, and such
financial and other terms as are required to be disclosed by the US-SEC and the KRX;

in confidence to other licensees to the extent required by most favored licensee (MFL),clauses;

any other information reasonably necessary to satisfy US-SEC, NASDAQ, KRX or other statutory, regulatory, taxation,
or administrative requirements;
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k. to InterDigital's Related Parties, to Samsung’s Affiliates, to each of their respective auditors, accountants, or banks as
required by law in connection with the remission of payments hereunder or pursuant to contractual requirements with
such banks, provided that, in case of any divulgence pursuant to this Section 12(k), to the extent permissible by law,
such divulging party shall ensure that the recipient is bound by confidentiality obligations;

l. in a legal proceeding between the Parties or their Related Parties;
m. in confidence to a potential acquirer with customary safeguards of confidentiality;

n. as required by a discovery request or other disclosure obligation in the course of any proceeding before the
International Trade Commission, including but not limited to Investigation No. 337-TA-613; or

(o] . such other disclosures as may be required by law, regulation, or court or governmental order.

Notwithstanding anything to the contrary herein, the provisions of this Section 12 shall survive the termination or expiration of this
Agreement and for [***] years thereafter.

13. Termination of Existing Contracts:  The parties hereby agree that, effective as of the date InterDigital receives payment of
the first installment of the License Fee, the 1996 Agreements shall be terminated and shall have no further force or effect; except
that all confidentiality obligations existing as of the Effective Date under the 1996 Agreement shall be deemed covered by
Section 12 of this Agreement. Without limiting the foregoing, all MFL rights arising under the 1996 Agreements shall be deemed
satisfied and terminated.

14. Notices. Any notices given hereunder shall, unless otherwise specified herein, be sent by email with copy by international
overnight delivery equivalent (confirmed receipt), facsimile (confirmed receipt), or personal delivery as follows (or pursuant to such
other contact information as may later be provided to the other Party by like notice):

If to Samsung: With a copy to:

Samsung Electronics Co., Ltd. Weil, Gotshal & Manges LLP
Telecommunication R&D Center 201 Redwood Shores Parkway
Dong, Suwon P.O. Box 105, Redwood Shores, CA 94065

416 Maetan-3dong, Yeongtong-gu

Suwon-si, Gyeonggi-do, 443-742, Korea Attention: Matthew D. Powers, Esq.

Matthew.powers@weil.com
Attention: Seung Gun Park, Vice President
pseungun@samsung.com Tel: (650) 802-3200
Tel: +82-31-279-4761 Fax: (650) 802-3100

Fax: +82-31-279-4561
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If to ITC:

InterDigital Technology Corporation

Suite 105 Hagley Building
3411 Silverside Road
Concord Plaza
Wilmington, DE 19810

Attention: Lawrence F. Shay
Lawrence.Shay@interdigital.com

Tel: (610) 878-7800
Fax: (610) 878-7844

If to IDC:
InterDigital Communications, LLC
781 Third Avenue
King of Prussia, PA 19406

Attention: Lawrence F. Shay
Lawrence.Shay@interdigital.com

Tel: (610) 878-7800
Fax: (610) 878-7844

With a copy to:

Wilson Sonsini Goodrich & Rosati PC
650 Page Mill Road
Palo Alto, CA 94304

Attention: Ron E. Shulman, Esq.
Rshulman@wsgr.com

Tel: (650) 493-9300
Fax: (650) 493-6811

With a copy to:

Wilson Sonsini Goodrich & Rosati PC
650 Page Mill Road
Palo Alto, CA 94304

Attention: Ron E. Shulman, Esq.
Rshulman@wsgr.com

Tel: (650) 493-9300
Fax: (650) 493-6811

Notwithstanding the foregoing, ITC shall deliver originals of invoices to Weil, Gotshal & Manges LLP, with copy by email to

Samsung.

To the extent any notice sent to Samsung is not delivered or is returned or rejected, notice to Weil, Gotshal & Manges LLP shall

be deemed sufficient.

15. Attorneys’ Fees and Costs. The Parties shall bear their own respective attorneys’ fees and costs incurred on any and all

matters related to the Term Sheet or this Agreement.

16. No Waiver. The failure of either Party to assert a right hereunder or to insist upon compliance with any term or condition of
this Agreement shall not constitute a waiver of that right or excuse a similar subsequent failure to perform any such term or

condition by the other Party.

17. Severability. If any one or more of the provisions contained in this Agreement is held invalid, illegal or unenforceable in any
respect, other than payment obligations set forth herein, the validity, legality and enforceability of the remaining provisions
contained herein shall not in any way be affected or impaired thereby. In the event that the absence of the invalidated provision(s)
adversely affects the substantive rights of the Parties, the Parties shall use their best efforts to replace the invalid, illegal or
unenforceable provision(s) with valid, legal and enforceable provision(s) which, as much as legally possible, implement the
purposes of this Agreement as originally written. To the extent permitted by applicable law, each of the Parties hereby waives any
provision of law that would render any provision hereof prohibited or unenforceable in any respect.
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18. Construction. In the event of a dispute, neither Party shall be entitled to claim that any provision should be construed against
the other Party by reason of the fact that it was drafted by the other Party.

19. Entire Agreement. This Agreement, including any exhibits hereto and the letter from InterDigital, Inc. dated as of

November 24, 2008, constitutes the entire, complete and final agreement and understanding among the Parties as to the subjects
addressed in this document, and supersedes all prior agreements (including, without limitation, the Term Sheet), understandings,
discussions and other communications, if any, between the Parties with respect to the subject matter thereof, whether oral or
written. Notwithstanding anything to the contrary contained herein, any obligations under any non-disclosure or non-use
agreement arising after the 1996 Agreements in connection with any technology development or evaluation, collaboration, joint
development or transfer, or , any product initiatives including but not limited to any actual or potential product development,
purchases, sales or other transactions involving either Party’s goods or services shall NOT be affected by this provision. The
Parties and each of the respective signatories represent and warrant to the other Party that the signatories have authority to enter
into this Agreement and bind the respective Parties and each of their Affiliates.

20. Governing Law/Jurisdiction.  New York law (without regard to its choice of law and conflict of laws rules) governs this
Agreement, and any disputes relating to this Agreement will be subject to the exclusive jurisdiction of the United States District
Court for the Southern District of New York. (In the event there is a lack of jurisdiction in the United States District Court for the
Southern District of New York, the New York State Courts in Manhattan shall assume exclusive jurisdiction.) The foregoing
exclusive jurisdiction provision does not apply to, and may not be used as a basis for requesting a stay, dismissal, termination or
transfer of, any claim relating to patent infringement that is brought in another jurisdiction.

21. Related Party Performance. Each Party shall be responsible for all actions required of its Related Parties hereunder and
shall be liable to the other Party for any adverse action or failure to perform by Related Parties of the first Party hereunder. In
addition, each Party agrees that any entity that, directly or indirectly, that Controls or that owns more than fifty percent (50%) of
such Party shall be and shall have agreed to be liable to the other Party for any adverse action or failure to perform by Related
Parties of the first Party hereunder. [***]: (i) [***]; or (ii) [***].

22. Performance. Time is of the essence.

23. Audit. Each Party shall (and shall cause its Related Parties to) keep books and records (including, without limitation,
electronic files) adequate to accurately determine whether the [***], or whether the [***], 21 (Related Party performance), 27(k)
(definition of Acquisition), 27(1) (definition of Affiliate), or 27(v) (definition of Related Party) [***], and the other Party shall have the
right to audit the same. Each Party shall (and shall cause its Related Parties to) keep books and records (including, without
limitation, electronic files) adequate to accurately determine the applicability of the Acquisition limitations in the definitions of
Affiliate, 2G Licensed Products, and 3G Licensed Products under this Agreement. The books and records shall be retained for at
least five (5) years after the Acquisition to which they relate. The auditing Party shall have the right in the event of an
announcement (or other media release) of an Acquisition by the other Party or any of its Affiliates and following the end of the 3G
Term, to inspect during regular business hours all relevant books and records of such other Party and its Related Parties at a
single location on seven (7) business days prior notice, and such other Party and its Related Parties shall fully cooperate
therewith (including without limitation by making available such

12




Execution Copy

personnel as are reasonably necessary to interpret such books and records). The auditing Party shall conduct the audit using an
independent certified public accountant. All information obtained through such audit shall be held in confidence, except as
necessary to enforce this Agreement.

24. Representations and Warranties. As of the execution and delivery of this Agreement, the Parties make the following
representations and warranties:

a. Each Party represents and warrants to the other Party that such Party or its Affiliates are the sole and lawful owners of
all rights, title and interest in and to each and every claim that they purport to release herein and that such Party or its
Affiliates have not heretofore assigned or transferred to any person or entity any right, title or interest in the released
claims.

b. Each Party represents and warrants to the other Party that (i) the person signing this Agreement on its behalf is fully
authorized and legally competent to execute and deliver this Agreement on its behalf; (i) it is executing this Agreement
wholly upon its own volition, individual judgment, belief, and knowledge; (iii) the performance of this Agreement and the
transactions contemplated hereunder have been fully authorized by all necessary corporate and other action; and (iv) it
is executing this Agreement after consultation with its own independent legal counsel.

c. Each Party represents and warrants to the other Party that the only suits, arbitrations (including dispute resolution
notices under the Master Agreement), administrative or regulatory complaints, or any other actions initiated or
participated in by the Parties or their Affiliates are the Lawsuits.

THE WARRANTIES SET FORTH IN THIS SECTION 24 CONSTITUTE THE ONLY WARRANTIES WITH RESPECT TO THIS
AGREEMENT AND THE SUBJECT MATTER HEREOF, AND THEY A RE IN LIEU OF ALL OTHER WARRANTIES WRITTEN
OR ORAL, STATUTORY, EXPRESS, IMPLIED OR OTHERWISE.

25. Execution; Counterparts; Amendments.  This Agreement may be executed in any number of counterparts, each of which,
when executed and delivered, shall be deemed an original, but all of which together shall constitute one and the same instrument.
Any signatory hereto may indicate acceptance of this Agreement with a facsimile signature or PDF copy, and any Party that does
so shall thereafter provide an original signature to all other Parties. This Agreement may not be amended, supplemented, or
modified in any manner, orally or otherwise, except by an instrument in writing referencing this Agreement signed by duly
authorized representatives of the parties hereto.

26. Survival. Except as otherwise specifically set forth herein, and without limiting or superseding any provision which specifically
address survival (including, without limitation, Section 3 herein), the following provisions of this Agreement shall survive expiration
or termination of this Agreement: [***]. The provisions of Sections [***] and [***] shall survive expiration or termination of this
Agreement only to the extent specifically provided for in such Sections [***] and [***]. The provisions of Sections [***] shall survive
expiration or termination of this Agreement only to the extent provided for by Section 3 of this Agreement. The provisions of
Section [***] shall survive expiration or termination of this Agreement as to payments made and payment obligations that survive
under this Agreement. For purposes of clarity, Sections [***] and [***] shall terminate upon the expiration or termination of this
Agreement subject to the cure provisions contained herein and the reinstatement provisions contained in those Sections.

13
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27. Definitions:

a. 2G Covenant Patent Claim: Any claim in any patent owned by ITC or its Affiliates, and to which ITC or its Affiliates has
the right to grant licenses, (i) which claim covers features or functionality required for compliance with one or more Licensed 2G
Standards, but (ii) excluding any patent claim covering any other feature or functionality required or allowed by any Excluded
Standard or any Licensed 3G Standard [***]. 2G Covenant Patent Claims also specifically excludes patent families which include
any of the patents in the USITC Action, the InterDigital Delaware Action, or the Samsung Delaware Actions, as set forth in Exhibit
“G”.

b. 2G Licensed Products: A Terminal Unit or Infrastructure Equipment designed to operate in accordance with one or
more 2G Licensed Standards, but not also any 3G Licensed Standard or any Excluded Standards, which is or has been
(i) substantially designed by or for Samsung or its Affiliates, and (ii) either (a) branded by Samsung, or (b) sold directly by
Samsung or its Affiliates to a mobile operator. 2G Licensed Products shall not include any Terminal Unit designed to operate in
accordance with any 3G Licensed Standards or Excluded Standards.

c. 2G Licensed Standards : US-TDMA (i.e., TIA/EIA 54/136), GSM, GPRS and EDGE.

d. 2G Multi-Mode Products: Terminal Units or Infrastructure Equipment designed to operate in accordance with both
(i) one or more 2G Licensed Standards, and (ii) one or more Excluded Standards or 3G Licensed Standards.

e. 3G Covenant Patent Claim: Any claim in any patent owned by ITC or its Affiliates, and to which ITC or its Affiliates has
the right to grant licenses, (i) which claim covers features or functionality required for compliance with one or more Licensed 3G
Standards, but (i) excluding any patent claim covering any other feature or functionality required or allowed by any Excluded
Standard [***].

f. 3G Licensed Products : A Terminal Unit or Infrastructure Equipment designed to operate in accordance with one or
more 3G Licensed Standards, but no Excluded Standards, which is or has been (i) substantially designed by or for Samsung or its
Affiliates, and (ii) either (a) branded by Samsung, or (b) sold directly by Samsung or its Affiliates to a mobile operator.

g. 3G Licensed Standards : CDMA2000 1XRTT, CDMA2000 EV-DV, CDMA2000 EV-DO Rev A, CDMA2000 EV-DO Rev
B, TD-SCDMA, and WCDMA (FDD and TDD) [***].

h. 3G Multi-Mode Products: Terminal Units or Infrastructure Equipment designed to operate in accordance with both
(i) one or more 3G Licensed Standards, and (ii) one or more Excluded Standards. By way of example and not limitation, a 3G
Multi-Mode Product would include a handset designed to operate in accordance with any of the following: (a) GSM or WCDMA
and LTE functionality, (b) GSM, WCDMA, and [***] functionality, (c) WCDMA, [***] functionality, or (d) WCDMA, [***] functionality.
In contrast, a 3G Multi-Mode Product would not include a handset with only GSM and WCDMA functionality.

i. 3G Term : The period from [***] through December 31, 2012.

J- 012 01 () 1, and (i) (=] (iii) [**].

k. Acquire/Acquisition:  Without limitation, either directly or indirectly, whether through purchase, merger or otherwise:
(i) obtaining ownership of more than fifty percent (50%) of the shares or
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other securities of a third party; (ii) obtaining the right to vote for election of a majority of the directors (or other managing authority)
of a third party; (iii) gaining ownership of substantially all of the assets of a third party which relate to the manufacture, distribution,
or sales of Terminal Units; (iii) the acquisition of the right to Control of an entity, or a business or assets of an entity, or (iv) the
formation of a new Affiliate in combination with another entity - in each case, as a result of any transaction or series of related
transactions by Samsung or any Samsung Affiliate or by InterDigital or any InterDigital Related Party.

I. Affiliate: A legal entity more than fifty percent (50%) of whose assets, or whose shares or other securities entitled to vote
in the election of directors (or other managing authority), are owned, directly or indirectly, by a Party (or InterDigital, Inc. as
applicable) or Controlled by the Party (or InterDigital, Inc. as applicable) on the Effective Date.

m. [***]: A finished, end user product designed to operate in accordance with [***], which is or has been (i) substantially
designed by or for Samsung or its Affiliates, and (ii) either (a) branded by Samsung, or (b) sold directly by Samsung or its Affiliates
to a mobile operator.

n. [***]: A procedure that [***], to obtain assistance from the government of the United States and the government of the
Republic of Korea to establish the same determination of the [***].

0. Components: [***].

p. Control: The possession, directly or indirectly, of the power to direct or cause the direction of the management or
policies of a person or an entity, whether through the ability to exercise voting power, by contract or otherwise.

g. Excluded Standards: All wireless communication standards other than the 2G Licensed Standards, 3G Licensed
Standards, [***]. “Excluded Standards” includes, without limitation, (i) any wireless communications standard considered by the
industry to be a third or fourth generation standard, other than a 3G Licensed Standard, including but not limited to standards
resulting from the Ultra Mobile Broadband (UMB) project within the 3rd Generation Partnership Project 2 (3GPP2), (ii) any
wireless communications standard considered by the industry to be a standard beyond fourth generation (e.g. 5G), or (iii) any
wireless data communication network standard, as amended from time to time, whether or not adopted by any recognized
standardizing body, considered by the industry as [***].

r. Infrastructure Equipment:  Mobile switching centers, radio network controllers, service nodes, Node B’s, base stations,
radio resource management devices and software, base station controllers, digital transceivers, digital channel cards, and
software necessary to operate the aforementioned devices whether sold as individual items or bundled as an integrated product,
which are used to interconnect a Terminal Unit to a public or private data or voice network (whether wired or unwired), including
the Internet.

s. Lawsuits: The following actions between the Parties: Samsung Electronics Co., Ltd. v. InterDigital Technology Corp.,
ICC Case No. 13 033/INK/EBS (“Samsung Il Arbitration”); InterDigital Communications, LLC v. Samsung Electronics Co., Ltd.,
No. 06 Civ. 6833 (RJS) (S.D.N.Y.) (“Samsung Il Enforcement Action”); InterDigital Communications, LLC v. Samsung Electronics
Co., Ltd., No. 07-5669-cv in the United States Court of Appeals for the Second Circuit (“Samsung Il Appeal”); Samsung
Electronics Co., Ltd. v. InterDigital Communications LLC, ICC Case No. 14 645/EBS/VRO (“Samsung Il Arbitration”); In re Certain
3G Wideband Code Division Multiple Access (WCDMA) Handsets and Components Thereof, Inv. No. 337-TA-601 pending in the
United States International Trade Commission (the “USITC Action”); InterDigital Communications, LLC et al. v. Samsung
Electronics Co. Ltd. et al., Case No. 1:07-cv-00165-JJF (D. Del.) (“InterDigital Delaware Action”); and Samsung
Telecommunications America LLP et al. v.
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InterDigital Communications, LLC et al., Case No. 1:07-cv-00167-JJF (D. Del.) (“Samsung Delaware Action”).

t. Licensed Patents: All patents and patent applications, including reexaminations and reissues thereof, in every country
of the world, that are owned by InterDigital Inc. or any Affiliate of InterDigital, Inc. and to which InterDigital Inc. or any Affiliate of
InterDigital, Inc. has the right to grant licenses. As to the 3G License Grant, Licensed Patents shall include only those patents and
patent applications with a priority date prior to [***]. Licensed Patents excludes patents and patent applications where the sole
basis for infringement is an element, feature or functionality required for compliance with an Excluded Standard.

u. Or: And/or.

v. Related Parties: Affiliates of a Party, or parent companies of a Party, or a legal entity that is more than fifty percent
(50%) owned, directly or indirectly, by such parent company of a Party or is Controlled by a parent company of a Party, or
companies Controlled by, under common Control with, or Controlling, a Party or its Affiliates.

w. Samsung [***] Patents: All patents and patent applications, including reexaminations and reissues thereof, in every
country of the world, that are or were at any time owned, controlled or sublicensable by [***] Samsung. For the avoidance of
doubt, but subject to Section 7(a), all patents and patent applications, including reexaminations and reissues thereof, in every
country of the world, that are owned, controlled or sublicensable [***] included in the Samsung [***] Patents. Samsung [***]
Patents shall include only those patents and patent applications with a priority date prior to [***]. Samsung [***] Patents excludes
patents and patent applications where the sole basis for infringement is an element, feature or functionality required for
compliance with an Excluded Standard.

X. Terminal Unit: An end-user terminal device, whether fixed, mobile, vehicular, portable, or hand-held, having RF transmit
and/or RF receive capabilities, which device is designed for wireless voice and/or data communications. Components and
Wireless Modules are not Terminal Units.

y. Wireless Modules: A device in the form of a complete modem card sold for use with and physical integration into
another product, such as a handset, computer, printer, facsimile machine, monitoring device, multi-media terminal, data entry
terminal, or point of sale terminal, provided that the card (i) includes at least a printed circuit board and all of the circuitry
necessary for the other product to perform reverse link modulation and forward link demodulation, baseband processing, and
protocol stack messaging, and (ii) is not capable of initiating or receiving wireless communications without being connected to
another product.

IN WITNESS WHEREOF, the Parties have executed this Agreement through their duly authorized representatives set forth below.

SAMSUNG ELECTRONICS CO., LTD. IPR LICENSING, INC.
By: By:

Name: Name:

Title: Title:

Date: Date:
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INTERDIGITAL COMMUNICATIONS, LLC

TANTIVY COMMUNICATIONS, INC.

By: By:
Name: Name:
Title: Title:
Date: Date:
INTERDIGITAL INTERDIGITAL PATENT HOLDINGS, INC.
TECHNOLOGY CORPORATION
By: By:
Name: Name:
Title: Title:
Date: Date:
EXHIBIT A
Invoice Sample
Sender Invoice No. :
Date :
Bill to
Samsung Electronics Co. Ltd.
Attn : Seunggun Park, Vice President
Address : IT Center, 416 Maetan-3dong, 19th floor
Suwon City, Kyeonggi-do, 443-742
Korea
Description Price
—  Xxxx(including due date) $000000USD
Payment Instruction [***]
Send by Wire Transfer to: Wire
to:
PNC Bank

Credit to:

300 Delaware Avenue
Wilmington, DE 19801

[***]
[***]

17




Execution Copy CONFIDENTIAL TREATMENT REQUESTED BY
INTERDIGITAL, INC.

ATTACHMENT CONTAINS
INTERDIGITAL-SAMSUNG CONFIDENTIAL BUSINESS INFORMATION
SUBJECT TO PROTECTIVE ORDER

EXHIBIT B

ATTACHMENT CONTAINS
INTERDIGITAL-SAMSUNG CONFIDENTIAL BUSINESS INFORMATION
SUBJECT TO PROTECTIVE ORDER

THE UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C.

Before The Honorable Paul J. Luckern
Chief Administrative Law Judge

In the Matter of

CERTAIN 3G WIDEBAND CODE DIVISION Investigation No. 337 -TA-601
MULTIPLE ACCESS (WCDMA) HANDSETS
AND COMPONENTS THEREOF

JOINT MOTION FOR TERMINATION OF THE
INVESTIGATION BASED ON A SETTLEMENT

Complainants InterDigital Communications, LLC and InterDigital Technology Corporation (collectively “InterDigital”) and
respondents Samsung Electronics Co., Ltd., Samsung Electronics America, Inc., and Samsung Telecommunications America LLC
(collectively “Samsung”) hereby move for issuance of an initial determination terminating this investigation based on a settlement.
InterDigital and Samsung have reached a settlement that includes an agreement to terminate this investigation. The terms of
settlement are set forth in the attached Exhibit (Exhibit 1). The parties’ current agreement replaces the term sheet previously
agreed upon by the parties. The parties state that there are no other agreements, written or oral, express or implied, between
them concerning the subject matter of this investigation.

Commission policy and the public interest generally favor settlements, which preserve resources for both the Commission and
the private parties, and termination based on a settlement agreement is routinely granted. See, e.g., Certain Equipment for
Telecommunications or Data Communications networks, Including Routers, Switches, and Hubs, and Components Thereof , Inv.
No. 337-TA-574, Order No. 27 at 4 (May 24, 2007); Certain Safety Eyewear and Components Thereof , Inv. No. 337-TA-433,
Order No. 37 at 2 (November 3, 2000); Certain Synchronous Dynamic Random Access Memory Devices, Microprocessors, and
Products Containing Same , Inv. No. 337-TA-431, Order No. 11 at 2 (July 13, 2000) ; Certain Integrated Circuit Chipsets,
Components Thereof and Products Containing Same , Inv. No. 337-TA-428, Order No. 16 at 5 (August 22, 2000); Certain
Equipment for Telecommunications or Data Communications Networks, Including Routers, Switches, and Hubs, And
Components, Thereof , Inv. No. 337-TA-574, Order No. 52 (September 8, 2008). The parties accordingly urge that the joint motion
to terminate the investigation based on a settlement be granted.
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Complainants have consulted with the Commission Investigative Attorney regarding this Motion. The Commission Investigative
Attorney will provide the position of the Office of Unfair Import Investigations after reviewing the attached papers in more detail.

Respectfully submitted,

Smith Brittingham IV
Patrick J. Coyne
Christopher P. Isaac
Lionel M. Lavenue
Houtan K. Esfahani
Elizabeth A. Niemeyer
Vamsi K. Kakarla
Rajeev Gupta

Qingyu Yin

FINNEGAN, HENDERSON, FARABOW,
GARRETT & DUNNER, L.L.P.

901 New York Avenue, N.W.
Washington, D.C. 20001-4413

(202) 408-4000
Counsel for Complainants
InterDigital Communications, LLC and

InterDigital Technology Corp.

DATE

David N. Southard
WEIL, GOTSHAL & MANGES L.L.P.

1300 | Street, NW
Washington, DC 20005
(202) 682-7000

(202) 857-0940 (fax)

Matthew Powers
WEIL, GOTSHAL & MANGES L.L.P.

201 Redwood Shores Parkway
Redwood Shores, CA 94605
(650) 802-3000

(650) 802-3100 (fax)

Counsel for Respondents
Samsung Electronics Co., Ltd.,

Samsung Electronics America, Inc., and Samsung
Telecommunications America LLC
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CONFIDENTIAL EXHIBIT 1
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THE UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C.

Before The Honorable Paul J. Luckern
Chief Administrative Law Judge

In the Matter of

CERTAIN 3G WIDEBAND CODE DIVISION Investigation No. 337 -TA-601
MULTIPLE ACCESS (WCDMA) HANDSETS
AND COMPONENTS THEREOF

JOINT MOTION FOR TERMINATION OF THE
INVESTIGATION BASED ON A SETTLEMENT

Complainants InterDigital Communications, LLC and InterDigital Technology Corporation (collectively “InterDigital”) and
respondents Samsung Electronics Co., Ltd., Samsung Electronics America, Inc., and Samsung Telecommunications America LLC
(collectively “Samsung”) hereby move for issuance of an initial determination terminating this investigation based on a settlement.
InterDigital and Samsung have reached a settlement that includes an agreement to terminate this investigation. The terms of
settlement are set forth in the attached Exhibit (Exhibit 1). The parties’ current agreement replaces the term sheet previously
agreed upon by the parties. The parties state that there are no other agreements, written or oral, express or implied, between
them concerning the subject matter of this investigation.

Commission policy and the public interest generally favor settlements, which preserve resources for both the Commission and
the private parties, and termination based on a settlement agreement is routinely granted. See, e.g., Certain Equipment for
Telecommunications or Data Communications networks, Including Routers, Switches, and Hubs, and Components Thereof , Inv.
No. 337-TA-574, Order No. 27 at 4 (May 24, 2007); Certain Safety Eyewear and Components Thereof , Inv. No. 337-TA-433,
Order No. 37 at 2 (November 3, 2000); Certain Synchronous Dynamic Random Access Memory Devices, Microprocessors, and
Products Containing Same , Inv. No. 337-TA-431, Order No. 11 at 2 (July 13, 2000) ; Certain Integrated Circuit Chipsets,
Components Thereof and Products Containing Same , Inv. No. 337-TA-428, Order No. 16 at 5 (August 22, 2000); Certain
Equipment for Telecommunications or Data Communications Networks, Including Routers, Switches, and Hubs, And
Components, Thereof , Inv. No. 337-TA-574, Order No. 52 (September 8, 2008). The parties accordingly urge that the joint motion
to terminate the investigation based on a settlement be granted.

Complainants have consulted with the Commission Investigative Attorney regarding this Motion. The Commission Investigative
Attorney will provide the position of the Office of Unfair Import Investigations after reviewing the attached papers in more detail.
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Respectfully submitted,

Smith Brittingham IV
Patrick J. Coyne
Christopher P. Isaac
Lionel M. Lavenue
Houtan K. Esfahani
Elizabeth A. Niemeyer
Vamsi K. Kakarla
Rajeev Gupta

Qingyu Yin

FINNEGAN, HENDERSON, FARABOW,
GARRETT & DUNNER, L.L.P.

901 New York Avenue, N.W.
Washington, D.C. 20001-4413

(202) 408-4000

Counsel for Complainants
InterDigital Communications, LLC and
InterDigital Technology Corp.

DATE

David N. Southard

WEIL, GOTSHAL & MANGES L.L.P.
1300 | Street, NW

Washington, DC 20005

(202) 682-7000

(202) 857-0940 (fax)

Matthew Powers

WEIL, GOTSHAL & MANGES L.L.P.
201 Redwood Shores Parkway
Redwood Shores, CA 94605

(650) 802-3000

(650) 802-3100 (fax)

Counsel for Respondents

Samsung Electronics Co., Ltd.,

Samsung Electronics America, Inc., and Samsung
Telecommunications America LLC

EXHIBIT 1
[PUBLIC VERSION]
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EXHIBIT C

IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF DELAWARE

INTERDIGITAL COMMUNICATIONS, LLC,
and
INTERDIGITAL TECHNOLOGY CORP., Civil Action No. 07-165 (JJF)

Plaintiffs,
V.
SAMSUNG ELECTRONICS CO., LTD.,
SAMSUNG ELECTRONICS AMERICA, INC.,

and
SAMSUNG TELECOMMUNICATIONS AMERICA LLC,

Defendants.

JOINT STIPULATION OF DISMISSAL WITHOUT PREJUDICE

Having agreed to a settlement, the parties hereby stipulate and agree, by and between counsel and subject to the approval of
the Court, and pursuant to Fed. R. Civ. P. 41(a)(1), that this action is dismissed without prejudice, and each party bears its own
costs and attorneys’ fees.

Dated: , 2009
Richard K. Herrmann (1.D. #405) John G. Day (I.D. #2403)
Morris James LLP Ashby & Geddes
500 Delaware Avenue, Suite 1500 500 Delaware Ave., Suite 800
Wilmington, DE 19801 Wilmington, DE 19801
(302) 888-6800 (302) 654-1888
rherrmann@morrisjames.com sbalick@ashby-geddes.com
mmatterer@ morrisjames.com jday@ashby-geddes.com
Attorneys for Plaintiffs Attorneys for Defendants
InterDigital Communications, LLC, Samsung Electronics Co., Ltd,
InterDigital Technology Corporation Samsung Electronics America, Inc., and
Samsung Telecommunications America LLC
ORDER
SO ORDERED this day of , 2009.

The Honorable Joseph J. Farnan, Jr.
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EXHIBIT D
IN THE UNITED STATES DISTRICT COURT

FOR THE DISTRICT OF DELAWARE
SAMSUNG ELECTRONICS CO., LTD.,
Plaintiff,

VS.

Civil Action No. 07-167 (JJF)
INTERDIGITAL COMMUNICATIONS, LLC,
INTERDIGITAL TECHNOLOGY CORPORATION and TANTIVY
COMMUNICATIONS, INC.,

Defendants.

INTERDIGITAL COMMUNICATIONS, LLC and INTERDIGITAL
TECHNOLOGY CORPORATION,

Counterclaim and
Third Party Plaintiffs,

VS.
SAMSUNG ELECTRONICS CO., LTD.,
Counterclaim Defendant,
and

SAMSUNG ELECTRONICS AMERICA, INC. and SAMSUNG
TELECOMMUNICATIONS AMERICA, LLC,

Third Party Defendants.

JOINT STIPULATION OF DISMISSAL

Having agreed to a settlement, the parties hereby stipulate and agree, by and between counsel and subject to the approval of
the Court, and pursuant to Fed. R. Civ. P. 41(a)(1), that: (1) the claims set forth in the Complaint, filed on March 23, 2007, and the
claims set forth in the First Amended Complaint, filed on September 14, 2007, are both by joint stipulation dismissed with
prejudice based on conduct occurring before the date of dismissal of this action; (2) the counterclaims set forth in the
Counterclaims, filed on November 19, 2007, and the counterclaims set forth in the Amended Counterclaims, filed on
November 30, 2007, are both dismissed without prejudice by joint stipulation; and (3) each party bears its own costs and
attorneys’ fees.

Dated: , 2009
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Steven J. Balick (1.D. #2114)

John G . Day (I.D. #2403)

AsHBY & GEDDES

500 Delaware Ave., Suite 800
Wilmington, DE 19801

(302) 654-1888
sbalick@ashby-geddes.com
jday@ashby-geddes.com

Attorneys for

Samsung Electronics Co., Ltd.,
Samsung Electronics America, Inc., and
Samsung Telecommunications America, LLC

Richard K. Herrmann (1.D. #405)
Mary B. Matterer (1.D. #2696)
MorRris JAMES LLP

500 Delaware Avenue, Suite 1500
Wilmington, DE 19801

(302) 888-6800

rherrmann@ morrisjames.com
mmatterer@ morrisjames.com
Attorneys for

InterDigital Communications, LLC,
InterDigital Technology Corporation, and Tantivy
Communications, Inc.

ORDER
SO ORDERED this day of , 2009.

The Honorable Joseph J. Farnan, Jr.
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EXHIBIT E
RELEASE OF BOND

WHEREAS, the Fidelity and Deposit Company of Maryland (Fidelity) executed Appeal Bond No. CGB 8796 870 on or about
December 18, 2007, to secure the judgment rendered in favor of InterDigital Communications, LLC and InterDigital Technology
Corporation and against Samsung Electronics Co., Ltd., in Case No. 06 Civ. 6833 (RJS) in the United States District Court,
Southern District of New York.

WHEREAS, the penalty of the Bond is $166,777,500.

NOW THEREFORE, in consideration of the payment of good and valuable consideration by Samsung Electronics Co., Ltd., the
receipt and sufficiency of which is hereby acknowledged, and in consideration of the release of collateral by Fidelity, InterDigital
Communications, LLC and InterDigital Technology Corporation hereby release, discharge and forever waive any and all claims
which they have, may have or may acquire against Fidelity by reason of executing the Bond or as otherwise pertaining to Case
No. 06 Civ. 6833 (RJS) in the United States District Court, Southern District of New York. InterDigital Communications, LLC and
InterDigital Technology Corporation acknowledge and agree that this Release is absolute and unconditional and shall not be void
or voidable for any reason whatsoever including, but not limited to, failure of consideration for this Release. InterDigital
Communications, LLC and InterDigital Technology Corporation specifically acknowledge that Fidelity will rely upon this Release,
to its detriment, immediately upon execution of this Release.

Date: InterDigital Communications, LLC
By:
Date: InterDigital Technology Corporation
By:
STATE OF COUNTY OF
On the day of in the year 2009, before me, the undersigned, personally appeared

personally known to me or proved to me on the basis of satisfactory evidence to be the individual
whose name is subscribed to the within instrument and acknowledged to me that he/she executed the same in his/her capacities
as of InterDigital Communications, LLC , and that by his/her signature on the
instruments, InterDigital Communications, LLC executed the instrument.

Notary Public

My commission expires
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STATE OF COUNTY OF

On the day of in the year 2009, before me, the undersigned, personally appeared

personally known to me or proved to me on the basis of satisfactory evidence to be the individual whose name is
subscribed to the within instrument and acknowledged to me that he/she executed the same in his/her capacities as

of InterDigital Technology Corporation , and that by his/her signature on the instruments, InterDigital Technology

Corporation executed the instrument.

Notary Public

My commission expires
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EXHIBIT F

UNITED STATES DISTRICT COURT X
SOUTHERN DISTRICT OF NEW YORK
In the matter of Arbitration between

INTERDIGITAL COMMUNICATIONS, LLC,

a Pennsylvania limited liability company and
INTERDIGITAL TECHNOLOGY CORPORATION,
a Delaware Corporation,

Petitioners, No. 06 Civ. 6833 (RJS)
ECF Case

and

SAMSUNG ELECTRONICS CO., LTD., a corporation
existing under the laws of the Republic of Korea,

Respondent.

X

SATISFACTION OF JUDGMENT

WHEREAS, a judgment was entered in the above entitled action on December 7, 2007, in favor of InterDigital
Communications, LLC and InterDigital Technology Corporation, petitioners and against Samsung Electronics Co., Ltd.,
respondent, in the amount of $150,250,000 plus interest thereon from December 7, 2007.

WHEREAS, said judgment has been fully settled and satisfied, and it is certified that there are no outstanding executions with
any Sheriff or Marshall.

THEREFORE, full and complete satisfaction of said judgment is hereby acknowledged, and the Clerk of the Court is hereby
authorized and directed to make an entry of full satisfaction on the docket of said judgment.

Date: InterDigital Communications, LLC
By:
Date: InterDigital Technology Corporation
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By:
STATE OF COUNTY OF
On the day of in the year 2009, before me, the undersigned, personally appeared

personally known to me or proved to me on the basis of satisfactory evidence to be the individual whose name is subscribed
to the within instrument and acknowledged to me that he/she executed the same in his/her capacities as
of InterDigital Communications, LLC , and that by his/her signature on the instruments, InterDigital
Communications, LLC executed the instrument.

Notary Public

My commission expires

STATE OF COUNTY OF

On the day of in the year 2009, before me, the undersigned, personally appeared

personally known to me or proved to me on the basis of satisfactory evidence to be the individual whose name is
subscribed to the within instrument and acknowledged to me that he/she executed the same in his/her capacities as

of InterDigital Technology Corporation , and that by his/her signature on the instruments, InterDigital Technology
Corporation executed the instrument.

Notary Public

My commission expires
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EXHIBIT G
Patents specifically excluded from “2G Covenant Patent Claim™;

U.S. Patents in the USITC Action, the InterDigital Delaware Action, and the Samsung Delaware Action:
US Patent No. 5,799,010
US Patent No. 6,215,778
US Patent No. 6,674,791
US Patent No. 6,973,579
US Patent No. 7,117,004
US Patent No. 7,190,966
US Patent No. 7,286,847

In addition to the above-identified patents, all existing and future patents and applications in the families of the above patents
that, at any time, claim priority to the applications to which the above-identified patents claim priority, including: (1) all divisional,
continuation, and continuation-in-part applications of any such patent applications, (2) all patents issuing from any of the foregoing
patent applications, (3) all reissues, renewals, reexaminations, extensions, and additions of any of the foregoing patents, and
(4) all existing and future patents and patent applications anywhere in the world that, at any time, claim priority to any of the
foregoing patent applications including, without limitation, utility models, design patents, and certificates of invention.
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EXHIBIT 10.70

Amendment to Amended and Restated Employment Agreeemt

This AMENDMENT TO THE AMENDED AND RESTATED EMEOYMENT AGREEMENT is made this 17th day of Novemp2008,
and amends the Amended and Restated Employmenévihgre (the “Employment Agreement”), dated as of NI&y2005, by and between
William J. Merritt (the “Employee”) and InterDigitdnc., a corporation organized and existing urtderlaws of the Commonwealth of
Pennsylvania (the “Company”), and is entered intdhe Employee and the Company.

WHEREAS, the Company and the Employee desimnter into certain modifications to the Employmagreement in order to comply
with certain changes in the federal tax rules réigarthe treatment of “nonqualified deferred comgagion” plans or arrangements; and

WHEREAS, certain provisions of the Employma&gteement may be treated as providing for paymiatisare in the nature of
“nonqualified deferred compensation,” as that paiasised for purposes of Section 409A of the haeRevenue Code of 1986, as amended
(the “Code™); and

WHEREAS, the Employment Agreement may be arediy written agreement executed by the CompanytenBmployee.

NOW, THEREFORE, in consideration of the muttmlenants and obligations contained herein, atethéling to be legally bound herby,
the Employee and the Company agree as follows:

1. Section 5(d) of the Employment Agreemetitaeeby amended by the addition of the followinthatend thereof:

“All amounts payable as a “tax gross-up” under Sestion 5(d) shall be paid as soon as practidabtaving the determination of the
amount required to be paid to the Employee, antbievent later than the end of the calendar ydimwiimg the calendar year in which the
Employee pays the taxes subject to the “gross-uplipion. The preceding sentence is intended tocomsistent with the requirements for
treatment of such payments as payable at a spttiifie for purposes of Code Section 409A, as saghirements are set forth in Treasury
Regulation Section 1.409A-3(i)(1)(v).”

2. Section 5(e) of the Employment Agreememteieby amended and restated in its entirety,&d:re

“(e) Notwithstanding anything in this Agreemémthe contrary, in the event any amounts paytbtee Employee by reason of his
termination of employment are determined to coutgipayments of “nonqualified deferred compensatsrthat term is used for purposes
of Section 409A of the Internal Revenue Code of6l 28 amended (the “Code”), and such amounts wbultdpr this Section 5(e), be
payable before the six month anniversary of his




termination of employment, then payment of such am®shall be delayed until the first businessfdiigwing such six month
anniversary of the Employee’s termination of empieyt to the extent such deferral of payment isirequo comply with Code
Section 409A(a)(2)(B)(i) (required delay in paymehteferred compensation for “specified employegfg3ublicly traded corporations).”

3. Section 10.5(a) of the Employment Agreeniehereby amended by the addition of the followatghe end thereof:

“Notwithstanding anything to the contrary set fairtithis Section 10.5(a), Employee shall not bestered to have terminated
employment for Good Reason unless the followingiiregnents have been satisfied:

(i) The Employee must provide notice to therpany within ninety (90) days of the initial existe of the basis for his claim to have
Good Reason to terminate his employment.

(i) The Company must have failed to remedy ¢bndition that is claimed to constitute Good Reasithin thirty (30) days of receivir
notice from the Employee.

(iif) The Employee’s subsequent terminatiorenfployment must actually occur no more than twoyéars following the initial
existence of the basis for his claim to have Goeds®n to terminate his employment.”

4. In all other respects, the Employment Agrest remains in full force and effect.

IN WITNESS WHEREOF, the parties have causelAimendment to the Employment Agreement to be @eecas of the day and year
first written above.

INTERDIGITAL, INC.

By: /s/ Gary D. Isaacs

Gary D. Isaac
Chief Administrative Officel

/s/ William J. Merritt
William J. Merritt
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Company

Subsidiaries of InterDigital, Inc.

EXHIBIT 21

Jurisdiction/State of Incorporation or Organization

InterDigital Canada Lte¢

InterDigital Communications, LL(
InterDigital Facility Compan
InterDigital Finance Corporatic
InterDigital Advanced Technologies, Ir
InterDigital Patent Holdings, In
InterDigital Technology Corporatic
IPR Licensing, Inc

Tantivy Communications, In
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Delaware
Pennsylvani:
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware



EXHIBIT 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGRM

We hereby consent to the incorporation by referémtlee Registration Statements on Form S-8 (N83-6626, 333-85560, 333-63276,
333-56412, 33-61021, 333-94553, 33-89920, 33-8932:43256, 33-53660, and 33-53388) of InterDigitat, of our report dated March 2,

2009 relating to the financial statements, finahsiatement schedule and the effectiveness ofriat&ontrol over financial reporting, which
appears in this Form 10-K.

/sl PricewaterhouseCoopers LLP
Philadelphia, Pennsylvania
March 2, 2009
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EXHIBIT 31.1

CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER
PURSUANT TO EXCHANGE ACT RULE 13a-14(a)
AS ADOPTED PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002

[, William J. Merritt, certify that:

1. I have reviewed this Annual Report on Forn-K of InterDigital, Inc.;

2. Based on my knowledge, this report doesantain any untrue statement of a material facioit to state a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisletding with respect to the
period covered by this repo

3. Based on my knowledge, the financial stateémend other financial information included imstreport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

4.  The registrant’s other certifying officerdahare responsible for establishing and maintgmisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav
a) Designed such disclosure controls and prrresd or caused such disclosure controls and puoesdo be designed under our

supervision, to ensure that material informatidatieg to the registrant, including its consolidh®ubsidiaries, is made known
to us by others within those entities, particulatlying the period in which this report is beingared

b)  Designed such internal control over finahm@gorting, or caused such internal control ovearicial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atmare with generally accepted accounting princij

c) Evaluated the effectiveness of the regisiatisclosure controls and procedures and predentthis report our conclusions
about the effectiveness of the disclosure contints procedures, as of the end of the period cousyéhis report based on su
evaluation; ant

d) Disclosed in this report any change in #gistrant’s internal control over financial repodithat occurred during the
registrant’s most recent fiscal quarter (the regists fourth fiscal quarter in the case of an ameport) that has materially
affected, or is reasonably likely to materiallyesftf, the registra’s internal control over financial reporting; &

5.  The registrant’s other certifying officerdahhave disclosed, based on our most recent eti@tuaf internal control over financial
reporting, to the registrant’s auditors and todhdit committee of the registrant’s board of dicest(or persons performing the
equivalent functions!

a) All significant deficiencies and materialakeesses in the design or operation of internairabaver financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information;
and

b)  Any fraud, whether or not material, thatothwes management or other employees who have Hisag role in the registrant’s
internal control over financial reportin

Date: March 2, 2009 /s/ William J. Merritt

William J. Merritt
President and Chief Executive Offic
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EXHIBIT 31.2

CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER
PURSUANT TO EXCHANGE ACT RULE 13a-14(a)
AS ADOPTED PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002

[, Scott A. McQuilkin, certify that:

1. I have reviewed this Annual Report on Forn-K of InterDigital, Inc.;

2. Based on my knowledge, this report doesantain any untrue statement of a material facioit to state a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmislieading with respect to the
period covered by this repo

3. Based on my knowledge, the financial statésjeand other financial information included irstreport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

4.  The registrant’s other certifying officerdahare responsible for establishing and maintgmiisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav
a) Designed such disclosure controls and proesdor caused such disclosure controls and puoesdo be designed under our

supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known
to us by others within those entities, particulahlyring the period in which this report is beingpared

b) Designed such internal control over finahm@gorting, or caused such internal control owearicial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atmare with generally accepted accounting princij

c) Evaluated the effectiveness of the regisatisclosure controls and procedures and predentthis report our conclusions
about the effectiveness of the disclosure contints procedures, as of the end of the period cousyehis report based on su
evaluation; ant

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

5.  The registrant’s other certifying officerdahhave disclosed, based on our most recent et@uaf internal 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 materialakaesses in the design or operation of internairabaver financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information;
and

b)  Any fraud, whether or not material, thatolwes management or other employees who have Hisag role in the registrant’s
internal control over financial reportin

Date: March 2, 2009 /sl Scott A. McQuilkin

Scott A. McQuilkin
Chief Financial Officer
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EXHIBIT 32.1

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

In connection with the accompanying Annual ReparForm 10-K of InterDigital, Inc. (the “Company™dif the year ended December 31,
2008, as filed with the Securities and Exchange @@sion on the date hereof (the “Report”), I, Vit J. Merritt, President and Chief
Executive Officer of the Company, hereby certifyrguant to 18 U.S.C. Section 1350, as adopted antsa Section 906 of the Sarbanes-

Oxley Act of 2002, that:
(1) The Report fully complies with the requirents of Section 13(a) or 15(d) of the Securitieshange Act of 1934, as amended; and

(2) The information contained in the Repoitlygpresents, in all material respects, the finahcondition and results of operations of the
Company.

Date: March 2, 2009 /s/ William J. Merritt
William J. Merritt

President and Chief Executive Offic

84



EXHIBIT 32.2

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

In connection with the accompanying Annual ReparForm 10-K of InterDigital, Inc. (the “Company™dif the year ended December 31,
2008, as filed with the Securities and Exchange @@sion on the date hereof (the “Report”), I, SéotMcQuilkin, Chief Financial Officer
of the Company, hereby certify, pursuant to 18 0.Section 1350, as adopted pursuant to SectiorBie Sarbanes-Oxley Act of 2002,

that:
(1) The Report fully complies with the requirents of Section 13(a) or 15(d) of the Securitieshange Act of 1934, as amended; and

(2) The information contained in the Repoitlygpresents, in all material respects, the finahcondition and results of operations of the
Company.

Date: March 2, 2009 /sl Scott A. McQuilkin
Scott A. McQuilkin
Chief Financial Officer
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