MORNING NOTE

December 21, 2010

INTERDIGITAL (IDCC-Q)

MORE HAPPY TO COME ...

Rating: Buy
12-Month Target: $54.00

MARKET INFO: 1IDCC-Q InterDigital closed at $42.63 yesterday, up 9.1% from Friday’s close on 3.8x its
Closing Price $42.63 average volume. Despite the significant call-to-date appreciation, we continue to
Quarterly Dividend $0.10 believe that we are still in the early stages of potential gains for investors.
Annualized Yield 0.94% With 50% of the 3G device market under license and second largest portfolio of
Target Price $54.00 AG/LTE essential patents, we believe that IDCC continues to be attractively priced
Potential ROI 26.7% on both an absolute (sum-of-parts) and relative (comparable company) basis.
52 Week Range ($) $22.30 / $40.08
Market Cap ($mm) $1.889.32 Recall that the basis of our valuation is a sum-of-parts analysis which originally
Cash (mm) ;563'58 pegged our target price at $48.00. Last week we updated our valuation to reflect
) ’ higher than originally anticipated device shipments by licensee, HTC. This resulted
Debt (mm) $0.54 in an increase to our target price to $54.00. Factors that could facilitate further
Enterprise Value (mm) $1,326.28 upward near term revisions to our target price include:
Shares o/s (mm) 44.3
Avg Volume (previous 3 months) 650,910 o A s_uc_:cessful settlement with Nokia in respect of the appeal of the USITC
FYE: Dec 31 FY2009A | FY2010E | FY2011E decision;
Revenue (mm) 297.40| 39530 45166 0 An LG license renewal that includes a 4G/LTE license;
EBITDA (mm) 185.16 266.76 315.27 ) ) ) )
EBITDA margin (%) 62.3% 67.5% 69.8% o More rapid proliferation of M2M devices; and
EPS $1.95 $3.49 $4.07 o Faster than anticipated adoption of 4G/LTE devices — notably, AT&T
VALUATION FY2009A | FY2010E | FY2011E announced yesterday that it had acquired $1.93B worth of 4G spectrum from
EV/Sales 4.5X 3.4X 2.9X Qualcomm to speed up the upgrade of its networks.
EV/EBITDA 7.2X 5.0X 4.2X|
PIE 21.9% 12.9% 10.5% Even with the recent run-up, IDCC still trades at 4.2x our FY'11E EBITDA estimate
S S - - - which represents a 66% discount to the median of its peer-set of IP licensing
ource: Capital 1Q. M Partners companies and the lowest multiple within the group.
—— — Our target price of $54.00 implies EV/EBITDA multiples of 6.7x our FY'10E and
"Mft i 5.8x our FY'11E estimates.
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Valuation Multiples

Company Name Market Cap Ent. Value LTM Revenues Cash & Equiv. LTM EBITDA LTM EBITDA| FY'10 TEV/ FY'11TEV/ FWD P/E TEV/LTM

pany (mm) (mm) (mm) (mm) (mm) Margin (%6) EBITDA EBITDA Revenues
QUALCOMM Incorporated (NasdaqGS:QCOM) $79,979.7 $71,009.7 $10,991.0 $10,279.0 $3,949.0 35.9 13.4x 12.4x 17.8x 6.5x|
Tessera Technologies Inc. (NasdaqGS:TSRA) $1,041.5 $567.9 $277.4 $473.7 $133.7 48.2 5.4x 7.4x 18.4x 2.0x]
CEVA Inc. (NasdaqGM:CEVA) $446.7 $344.7 $42.1 $102.0 $8.1 19.3 30.7x 24.4x 38.5x 8.2x]
Rambus Inc. (NasdaqGS:RMBS) $2,196.6 $1,830.5 $263.3 $484.9 $96.4 36.6 6.9x 69.0x 16.6x 7.0x]
Acacia Research Corporation (NasdaqGM:ACTG) $917.4 $837.5 $138.6 $83.4 $48.3 34.9 15.0x 12.6x 22.2x 6.0x|
Wi-Lan Inc. (TSX:WIN) $441.1 $350.4 $30.5 $94.8 $14.8 48.3 55.4x 9.8x 45.2x 11.5x
MOSAID Technologies Inc. (TSX:MSD) $343.9 $233.3 $76.0 $110.6 $44.2 58.2 5.1x 5.0x 10.4x 3.1x]
Average 18.9x 20.1x 24.2x 6.3x
Median 13.4x 12.4x 18.4x 6.5x
InterDigital, Inc. (NasdagGS:IDCC) $1,889.3 $1,326.3 $375.7 $563.6 $244.0 64.9 5.0x 4.2x 12.1x 3.5x]
Souce: Capital 1Q, Bloomberg, M Partners
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Who we are

As a full-service investment bank, M Partners’ first priority lies in the financial satisfaction of its clients. In keeping with the firm's self-imposed high standards, M Partners’ approach to investment is anything
but standardized. Aiming to create new opportunities and ideas for clients rather than steering them towards typical investment outlets, M Partners has adopted a keen strategy of focused and relevant
research. Such knowledge-driven efforts, coupled with the ample skills of the firm's management, produces successful services ranging from account management to advisory engagements.

M Partners received Investment Industry Regulatory Organization of Canada (I1IROC) approval on April 14th 2005 and trades under broker number 97. The team currently has 23 members of varying degrees
of financial experience, including principals Thomas Kofman and Steve Isenberg, who have a combined 35 years of financial experience and are well known in the field. This backbone of strong leadership will
help chart the firm's course into the future. In the coming months and years, M Partners will be focusing on a number of verticals, including environmental and infrastructure, real estate, mining,
merchandising and consumer products, and other special situations.

M Partners has strong financial backers who have extensive capital markets experience. The firm is a member of 1IROC, a participating member of the Toronto Stock Exchange, The TSX Venture Exchange
and the Canadian Investor Protection Fund (CIPF).

M Partners does not make a market in an equity or equity related security of the subject issuer.

Disclosure

The particulars contained herein were obtained from sources which we believe to be reliable but are not guaranteed by us and may be incomplete. The opinions expressed are based upon our analysis and
interpretation of these particulars and are not to be construed as a solicitation or offer to buy or sell the securities mentioned herein.

In accordance with Policy 3400 of 1IROC, M Partners hereby confirms as of the date of this report:

InterDigital Inc.

Does M Partners or its affiliates collectively beneficially own 1% or more of any class of equity securities of|
the company which is the subject of the research report. No

Does the analyst or any associate of the analyst responsible for the report or public comment hold shares
in the company. No

Has M Partners or a director or officer of M Partners or any analyst provided services to the company for
remuneration other than normal investment advisory or trade execution services within the preceeding 12
months, (may seek compensation for investment banking services from the company herein within the
next 3 months). No

Is any director, officer, employee or research analyst an officer, director or employee of the company, or
serves in an advisory capacity to the company. No

Has the analyst has viewed the material operations of the company. We define material operations as an
issuer's corporate head office and its main production facility or a satellite facility that is representitive of
the company's operations. No

Did M Partners provide investment banking services for the company during the 12 months preceding the
publication of the research report? No

Has the analyst preparing the report received compensation based upon M Partners investment banking
reveneus for this issuer? No

Dissemination
Al final research reports are disseminated to institutional clients of M Partners simultaneously in electronic form. Hard copies will be disseminated to any client that has requested to be on the distribution list
of M Partners. All research reports are also posted on the website of M Partners Inc., at www.mpartners.ca. Reproduction of this report in whole or in part without permission is prohibited.

Research Analysts

The Research Analyst(s) who prepare this report certify that their respective report accurately reflects his/her personal opinion and that no part of his/her compensation was, is, or will be directly or indirectly
related to the specific recommendations or views as to the securities or companies. M Partners compensates its research analysts from a variety of sources and research analysts may or may not receive
compensation based upon M Partners investment banking revenue.

Rating System

Buy: price expected to rise

Sell: price is inflated and expected to decrease

Hold: properly priced

Speculative Buy: price expected to rise; material risk to the investment exists
Under review: not currently rated

[summary of Recommendations

as of September 30, 2010

Buy 28 88%|

sell 1 3%| M
Hold 2 6%|

Under Review 1 3%)

B o0% Research = Trading = Advisory




