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INTERDIGITAL COMMUNICATIONS CORPORATION AND SUBSIDI ARIES
CONSOLIDATED BALANCE SHEETS
(in thousands)

DECEMBER 31, SEPTEMBER 3

ASSETS 1995 1996
(UNAUDITED
CURRENT ASSETS:
Cash and cash equivalents, including restricted
cash of $1,200 and $542 respectively $ 9,427 $ 16,011
Short term investments 55,060 51,421
License fees receivable 400 702
Accounts receivable, net of allowance for
uncollectable accounts of $340 and $389, resp ectively 2,757 11,946
Inventories 4,853 8,581
Other current assets 1,474 4,037
Total current assets 73,971 92,698
Property, plant and equipment, net of accumulate d
depreciation of $5,969 and $7,474, respective ly 4,452 10,794
Patents, net of accumulated amortization of
$3,456 and $3,843, respectively 2,405 9,622
Other 2,339 4,235
$ 83,167 $117,349
LIABILITIES AND SHAREHOLDERS' EQUITY
CURRENT LIABILITIES:
Current portion of long term debt $ 430 $ 589
Accounts payable 4,313 9,320
Accrued compensation and related expenses 4,335 3,326
Purchase commitment reserve 855 447
Distributor commission 196 1,043
Accrued warranty 625 1,251
Deferred revenue 1,597 6,622
Income and foreign withholding taxes payable 653 571
Other accrued expenses 1,959 1,732
Total current liabilities 14,963 24,901
LONG TERM DEBT 631 3,126
LONG TERM PORTION OF DEFERRED REVENUE - 8,362
OTHER LONG TERM LIABILITIES 1,323 758
MINORITY INTEREST 3,810 --
COMMITMENTS AND CONTINGENCIES (Note 3)
SHAREHOLDERS' EQUITY:
Preferred Stock, $ .10 par value, 14,399 shares authorized,
$2.50 Convertible Preferred, 113 shares and 1 03 shares
issued and outstanding 11 10
Common Stock, $.01 par value, 75,000 shares auth orized,
44,424 shares and 47,985 shares issued and
outstanding 444 480
Additional paid-in capital 212,310 233,798
Accumulated deficit (150,325) (154,086)
Total shareholders' equity 62,440 80,202
$ 83,167 $ 117,349

The accompanying notes are an integral part obteegements.




INTERDIGITAL COMMUNICATIONS CORPORATION AND SUBSIDI

CONSOLIDATED STATEMENTS OF OPERATIONS

REVENUES:
UltraPhone
Licensing and Alliance
Contract Services

OPERATING EXPENSES:
Cost of UltraPhone revenues
Contract service costs
Sales and marketing
General and administrative
Product development costs

Income (loss) from operations
OTHER INCOME (EXPENSE):

Interest income
Interest and financing expenses

Income (loss) before income taxes and
minority interest

INCOME TAX PROVISION

Income (loss) before minority interest

MINORITY INTEREST

Net income (loss)

PREFERRED STOCK DIVIDENDS

NET INCOME (LOSS) APPLICABLE TO COMMON

SHAREHOLDERS

NET INCOME (LOSS) PER COMMON SHARE

WEIGHTED AVERAGE NUMBER OF COMMON

SHARES OUTSTANDING

The accompanying notes are an integral part oktetements.

(unaudited)

FOR THE THREE MONTHS
ENDED SEPTEMBER 30,

(in thousands, except per share data)

1995 1996 1995 1
$ 1629 $ 7522 $13085 1
4,000 1,868 66,093 2

212 - 657
5,841 9,390 79,835 4
3,794 8,755 15523 1
242 - 754
723 1,216 2,791
2,575 2,627 11,144
2,532 5,888 6,386 1
9,866 18,486 36,598 4
(4,025)  (9,096) 43237
916 892 2,140
(14) (55) (623)
(3123)  (8,259) 44,754
113 (14)  (3,195) (
(3,010)  (8,273) 41559  (
(246) 1 (4,022)
(3,256)  (8,271) 37,537  (
(66) (64) (200)
$(3,322) $(8,336) $37,337 (
$ (007) $(0.18) $ 0.1
44,287 46,709 46,333 4

ARIES

FOR THE NINE MON
ENDED SEPTEMBER



INTERDIGITAL COMMUNICATIONS CORPORATION AND SUBSIDI ARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)

(unaudited)

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income (loss)
Adjustments to reconcile net income (loss) to net
cash provided by operating activities-
Minority interest in subsidiary
Depreciation and amortization
Other
Decrease (increase) in assets-
Receivables
Inventories
Other current assets
Increase (decrease) in liabilities-
Accounts payable
Due to Hughes Network Systems, Inc
Accrued compensation
Deferred revenue
Other accrued expenses

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Decrease (increase) in short-term investments

For the nine months ended Septem

1995 1996

4,063 890
1,304 2,179
(57) (145
20,442 (9,491
601 (3,728
(207) (2,563
(6,645) 5,007

(7,003) -
1,775 (1,009
2,856 12,822

(1,497) 756

$(57,660) $ 3,639

Additions to property and equipment, net of non-c ash additions

of $100 and $3,106, respectively
Additions to patents
Other non-current assets

Net cash used for investing activities

NET CASH FLOWS FROM FINANCING ACTIVITIES:
Net proceeds from sales of Common Stock

(1,156) (4,746
(331) (429
(1,029) (2,178

(60,176) (3,714

and exercises of stock options and warrants 12,810 9,597
Payments on long-term debt, including capital lea se obligations (178) (452
Net cash provided by financing activities 12,632 9,145

NET INCREASE IN CASH AND CASH EQUIVALENTS 5,625 6,584
CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOD 11,889 9,427

CASH AND CASH EQUIVALENTS, END OF PERIOD
SUPPLEMENTAL CASH FLOW INFORMATION:
Interest paid

Income taxes paid, excluding foreign witholding t axes

The accompanying notes are an integral part oktetements.

$17,514 $ 16,011

$ 16 $ 128

$ 1,850 $ 389

———



INTERDIGITAL COMMUNICATIONS CORPORATION AND SUBSIDI  ARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 1996
(UNAUDITED)

1. BACKGROUND:

InterDigital Communications Corporation ("IDC") pablic corporation incorporated in the state ofistvania, and its subsidiaries
(collectively with IDC, "InterDigital" or the "Congmny"), develop and market advanced digital wiretekscommunications systems and
technology. The Company's objective is to becorsigificant global supplier of digital wireless comanications technology and systems
based on its proprietary Time Division Multiple Ass

("TDMA") and Broadband Code Division Multiple Acce§'B-CDMA(TM)")

technologies.

To achieve that objective, the Company has develapealliance program under which it intends tgraliself with key entities in the
telecommunications industry. Two of the three kbjeotives of the Company's alliance program, ifyfaind successfully implemented, are to
generate licensing revenues as well as to imptew€bmpany's UltraPhone product business by (ijmgake Company and its UltraPhone
products more credible competitors in large saakcbmmunications infrastructure programs, (ii)anging the depth and coverage of
UltraPhone product marketing efforts around theled(ii) facilitating greater focus in the Compasylirect sale activities, and (iv) funding
and facilitating engineering changes and altereadivpply and production sources to attempt to Sigmitly reduce costs and expand product
capabilities.

The third objective of the alliance program is tidter the Company's on-going efforts to devels@ BRCDMA air interface technology and to
spread the commercialization of B-CDMA-based wsslcal loop applications and start the developgroEB-CDMA-based wireless
Personal Communications Service ("PCS") applicatishich the Company intends to promote as True PRIB(To date, the Company has
formed two such broad business alliances, with 8renAktiengesellschaft ("Siemens”) and Samsungieieics Co., Ltd. ("Samsung").

(See Notes 5 and 6.)

Historically, the Company's principal product hagb the UltraPhone system, a radio telephone symtewiding business and households
access to basic telephone service through a wértdeal loop. Since 1987, the Company has sold 2v8rUltraPhone systems worldwide,

with aggregate UltraPhone telephone system reveoteding over $151 million. UltraPhone producteaues accounted for approximately
20% of the total revenues of the Company duringb1®8d approximately 35% of revenues for the ninatimperiod ended September 30,

1996.

In addition to its UltraPhone telephone systemess, the Company, through InterDigital TechnolGgyporation ("ITC"), is seeking to
capitalize upon the revenue potential of its exten$DMA and CDMA patent portfolio. ITC implementedstrategy during 1993 of
negotiation and litigation with certain entitiesiainit believed were infringing the Company's péeihese efforts have resulted in patent
license agreements with twelve entities as of Gat@d, 1996, the recognition of $28.7 million, $6million and $26.6 million of licensing
and alliance revenue in fiscal 1994, 1995 and the month period ended September 30, 1996, respéctand the initiation of litigation
with major telecommunications companies.

Operations of the Company are subject to certaksrand uncertainties, including, but not limitedthe achievement of its goals and
objectives, uncertainties related to intellectualperty rights, the acceptance by customers o€tirapany's technology, the development and
commercialization of new products, uncertainty aakhtility of future profitability and access togital and dependence on alliance
arrangements and key personnel.



2. BASIS OF PRESENTATION:

In the opinion of management, the accompanying dited consolidated financial statements contaimdjistments (consisting only of
normal, recurring adjustments) necessary to prdaght the Company's financial position as of S#pber 30, 1996 and the results of their
operations for the three and nine month periode@8kptember 30, 1995 and 1996 and cash flowkdanihe month periods ended
September 30, 1995 and 1996. The accompanying itedwbnsolidated financial statements have beepased in accordance with the
instructions for Form 10-Q and accordingly do mafliide all of the detailed schedules, informatind aotes necessary for a fair presentation
of financial condition, results of operations amrgit flows in conformity with generally accepted@aating principles. Therefore, these
financial statements should be read in conjunatitth the financial statements and notes theretdagoed in the Company's latest annual
report on Form 10-K filed with the Securities andcEange Commission. The results of operationsrii@rim periods are not necessarily
indicative of the results to be expected for théreryear.

The preparation of financial statements in conftymiith generally accepted accounting principleguiees management to make estimates
and assumptions that affect the reported amourdassats and liabilities and disclosure of contihgssets and liabilities as of the date of the
financial statements and the reported amountsveinges and expenses during the reporting perioaiahcesults could differ from those
estimates.

The Statement of Cash Flows for the nine monthg@@eptember 30, 1995 has been restated to comfibhnaurrent period presentation.
3. CONTINGENCIES:

IDC and ITC are variously parties to certain patefated litigation in which ITC is asserting tleagrtain third parties infringe ITC's patents.
ITC generally is seeking injunctive relief and mtamg damages. The alleged infringers generally sieekarations that their products do not
infringe ITC's patents. In one such action involyMotorola Inc., ITC has received an adverse juexdict and is in the post-trial appeal
process. In another action, the Court has stayeg@rbceeding, at the request of the parties, pgralatecision by the appeals court on the
Motorola case. ITC is also involved in administratproceedings in which various parties have chgéd the validity of ITC's patents.

In addition to litigation associated with patenfanement and licensing activities and the othegdtion described above, the Company is a
party to certain legal actions arising in the oaglincourse of its business. Based upon informagfesently available to the Company, the
Company believes that the ultimate outcome of tlotiser actions will not materially affect the Compa
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4. CASH, CASH EQUIVALENTS AND SHORT-TERM INVESTMENS:

The Company considers investments purchased withigimal maturity of three months or less to bstcaquivalents for purposes of the
statements of cash flows. The Company investxi#ess cash in various time deposits and markesaoigrities, which are included in cash
and cash equivalents, as follows (in thousands):

December 31, September 30,
1995 1996

Money market funds and demand deposits $ 2,096 $7,975
Certificates of deposit 966 751
Repurchase agreements 3,955 1,313
Commercial paper 2,380 5,972

$9,427 $16,011

The repurchase agreements are fully collateraligednited States Government securities and aredsttcost which approximates fair
market value.

Short-term investments available for sale as ofebdzer 31, 1995 consisted of $40.5 million in gomeent-issued discount notes, $2.5
million in municipal securities and $12.1 million ¢orporate debt securities. Short-term investmavédable for sale as of September 30,
1996 consisted of $43.4 million in government-igsdescount notes and $8.0 million in corporate deuturities.

5. SIEMENS AGREEMENTS:

On December 16, 1994, the Company entered intosidvidgreement and a series of four related agretnas elements of an integrated
transaction establishing a broad based marketidgearthnology alliance with Siemens. These agreesneate amended in February 1996 in
connection with the Samsung alliance. (See Note 6.)

As patrtial consideration for the rights and licengeanted by the Company, Siemens agreed to pay#@in, of which $14.8 million was
paid as of December 31, 1995. In connection wigh8amsung alliance, the Company and Siemens détheagemaining payments and, in
July 1996, offset the majority of such paymentsrggayments due to Siemens from InterDigitalonjanction with the Samsung alliance.
(See Note 6.)

In accordance with accounting requirements, the fizom will recognize the $20 million of revenue otlee contract performance period due
to the combined nature of the contracts. In 19@5Gbmpany recognized $13.6 million of the revenogen this agreement based on the
progress of the completed work. The remaining $6ildon of revenue is expected to be recognizeddlgh June 1997, the expected date of
completion of functional testing at the system congmnt level.



6. SAMSUNG AGREEMENTS:

On February 9, 1996, the Company entered intoiassef agreements with Samsung and amended iteragrés with Siemens as a second
major step in implementing its alliance strategpder the various agreements, Samsung made upfagnignts to the Company in excess of
$35 million (of which approximately onfealf constituted royalty prepayments), less applieavithholding taxes. All payments from Sams
were received by June 30, 1996. In July 1996, thm@any made, via offset (see Note 5) certain paysrerSiemens, which in turn,
committed to provide additional technical assistarihe net upfront amount received by the Compaftgr giving effect to the receipt of
certain exemptions from Korean Service Withholdirax granted by the Korean Ministry of InformatiamdaCommunications, was
approximately $29 million. Samsung is also oblidgate provide engineering manpower for the develapnoéthe Company's B-CDMA
technology.

Samsung has received from InterDigital royalty-beglicenses covering InterDigital's TDMA and B-C[2\patent portfolio, its UltraPhone
and B-CDMA technologies and is licensed to useageinterDigital trademarks. InterDigital and Samganticipate that Samsung may
manufacture and sell privately labeled UltraPhorstesns and may become a significant UltraPhonepeagnt supplier to InterDigital, which
would allow InterDigital to take advantage of Samgs expertise in low cost, high quality manufaicigir

The Company recognized $14 million as revenue dutie first quarter of 1996 representing the ndor@able upfront patent licensing
portion of the agreements. The Company recognigemifion in the second quarter of 1996 representire consideration due for the
UltraPhone equipment technology transfer and matwifilmg rights portions of the agreements. Alsajrduthe second and third quarters, the
Company recognized approximately $1.5 million a&f tet amount retained by the Company relatingedBHCDMA development portion of
the agreement. The balance of the revenue is eeghéztbe recognized through fiscal 1999, the exguedate of completion of the applicable
development effort.

7. MAJOR CUSTOMERS AND GEOGRAPHIC DATA:
UltraPhone Equipment Revenue:

In fiscal 1995, the Company's Indonesian and Rogssiatomers represented 37% and 20%, of UltraPpmthict revenues, respectively.
During the third quarter of 1995, the Company's Nyarian customer and Mexican distributor accoufited2% and 12% of UltraPhone
product revenues, respectively. During the thirdrtgr of 1996, the Company's Philippine and PuRitan customer accounted for 77% of
UltraPhone product revenues. For the nine monttlea®eptember 30, 1995, the Company's IndoneséhRassian customers accounted for
43% and 25% of UltraPhone product revenues, reispéctFor the nine months ended September 30, #9@6Company's Philippine and
Puerto Rican customers accounted for 66% and 10%tt@Phone product revenues, respectively.

UltraPhone product revenues by geographic areasaf@lows (in thousands):

Three Months
Ended
September 30,

1995 1996
Domestic $ 479 $ 581
Foreign 1,150 6,941

$1,629 $ 7,522

Nine Months
Ended
September 30,

1995 1996

$ 1,829 $1,521
11,256 12,835

$13,085 $14,356




Licensing and Alliance Revenue:

ITC has granted non-exclusive, non-transferablggtaal, worldwide, royalty-bearing licenses to aegain TDMA patents (and in certain
instances, technology) to Hughes Network System#& T Siemens (see Note 5), Matsushita, Sanyo, RaCdmmunications Systems,
Mitsubishi, Hitachi, Kokusai, OKI Electric Indust@ompany, and Samsung (see Note 6). The licenpesatly contain "most favored
nations" provisions, applied on a going forwardi®asly, and other provisions which could, in certavents, cause the licensee's obligation
to pay royalties to the Company to be suspendedrfandefinite period, with or without the accroélthe royalty obligation.

The Licensing and Alliance revenues for the ninenthe ended September 30, 1996 include $22.3 mifimm Samsung and $4.0 million
from Siemens. During the nine months ended SepteBthel 995, ITC entered into royalty-bearing liceagreements with Pacific
Communication Sciences, Sanyo, Mitsubishi, Hitatdgether with its affiliate Kokusai, and NEC cower patents relating to the
manufacture, use and sale of TDMA-based subscuibiés, in certain instances, and infrastructuremgent. Each of these agreements
contains advance payment obligations pursuant tohwfiC received an aggregate of approximately $%dillion, which was recognized as
revenue during the nine months ended Septembdrd®3, An additional $12.0 million of revenue wasagnized for the nine months ended
September 30, 1995 pursuant to the Siemens agréemen

8. NET INCOME PER COMMON SHARE:

The net income per share is based upon the weigldge common shares outstanding during thecpadjusted for cumulative dividends
on $2.50 Preferred Stock. Stock options and wasraate been considered as common stock equivaedtiave been included in the
computation for the nine month period for 1995 sitiweir effect is dilutive. (See Item 6, Exhibit AComputation of Net Income Per Share.)

9. INVENTORIES:
Decembe r31, September 30,
199 5 1996

(In thousands)

Component parts and work-in-progress $4,3 41 $8,097
Finished goods 5 12 484
$4,8 53 $8,581

Inventories are stated net of valuation reservek6dd million and $7.1 million as of December 329% and September 30, 1996, respecti
In addition, inventory purchase commitment resewere $855,000 and $447,000 as of December 31, 4898%eptember 30, 1996,
respectively.

10. LONG-TERM DEBT:

During the second quarter of 1996, the Companyhased its King of Prussia facility for $3.7 milliohhe Company paid cash of $930,000
and arranged a 16 year mortgage of $2.8 millioh niterest payable at a rate of 8.28% per annura.eftire cost of the land and buildings
purchased, as well as the improvements made touitding, have been classified as Land, Buildind amprovements within the property
section of the balance sheet. The mortgage hasdiessified as longerm debt on the balance sheet, with $88,000 ladsis current portic
of Long-term Debt.
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11. PATENTS CORP. MERGER:

During September 1996, InterDigital completed agee(the "Merger") of IP Acquisition Corp., a whobbwned subsidiary of the Company,
with and into Patents Corp., an approximately 94%aed subsidiary of the Company. Immediately befbeemerger, IP Acquisition Corp.
purchased the shares of Patents Corp. not own#dteb@ompany (approximately 1,600,000 shares) ih@xge for shares of InterDigital
Communications Corp. stock (approximately 1,500,88res, with a then current market value of apprately $12 million). As a result of
the Merger, Patents Corp. became a wholly ownedidialy of InterDigital, eliminating the minorityhareholder interest.

In conjunction with the Merger, the excess of thie fnarket value of the consideration paid overrferded book value of the minority
interest of approximately $7 million was recordedaanrite up of the value of its patents. Thiséase in value of the patents will be
amortized over the remaining useful life of theepas.

12. INCOME TAXES:

Effective January 1, 1991, the Company adoptegtbeisions of Statement of Financial Accountingrisi@ds No. 109, "Accounting for
Income Taxes".

The income tax provision for the three months erfsleptember 30, 1996 consists of a current statprtasision of $14,000. The income tax
provision for the three months ended Septembet 385 consisted of a current foreign withholding bexefit of $53,000, a current state tax
benefit of $21,000 and a Federal Alternative Minim@lax benefit of $39,000. The income tax providimnthe nine months ended Septem
30, 1996, consists of a current foreign withholdiaxg provision of $3.3 million, a current state taovision of $133,000 and a Federal
Alternative Minimum Tax provision of $87,000. Theome tax provision for the nine months ended Seipée 30, 1995 includes a current
foreign withholding tax provision of $2.4 millioa, current state provision of $79,000 and a Fedstainative Minimum Tax provision of
$820,000. At December 31, 1995, the Company hadperating loss carryforwards of approximately $iifion. Since realization of the
tax benefits associated with these carryforwardmisassured, a valuation allowance of 100% opthtential tax benefit is recorded as of
September 30, 1996.

Pursuant to the Tax Reform Act of 1986, annualaigtee Company's net operating loss and crediyfmmwards may be limited if a
cumulative change in ownership of more than 50%uxcwithin a three-year period. The annual limiatis generally equal to the product of
(x) the aggregate fair market value of the Commastigck immediately before the ownership changesify) the "long-term tax exempt

rate" (within the meaning of Section 382(f) of thede) in effect at that time. The Company belighes no ownership change for purpose
Section 382 occurred up to and including SepterBbefl996. The Company's calculations reflect theptdn of new Treasury Regulations
which became effective on November 4, 1992 and wwhaove beneficial effects regarding the treatménptions and other aspects of the
ownership change calculation.
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Item 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS
OVERVIEW

The following discussion should be read in conjiorctvith the Selected Consolidated Financial Datal the Consolidated Financial
Statements and notes thereto, contained elsewnénsidocument.

InterDigital commenced operations in 1972 and ur@B7 was primarily engaged in research and dewadop activities related to its TDMA
wireless digital communications technology. In 198@& Company introduced the UltraPhone systerixea digital wireless local loop
telephone system employing its patented and prapyid DMA technology, which it began installing1987. The Company's operations fi
1987 through 1992 were characterized by increasimgnues accompanied by significant operating fd3ering this period, significant co
were incurred related to the commercialization emctinued development of the UltraPhone systemgldement of production sources and
capacity, and the implementation of a broad-baatatsand marketing effort designed to promote mgey and market acceptance of the
UltraPhone system. During 1993, 1994 and 1995aBlbne system revenues were significantly lower thd992; losses increased
significantly in 1993 and 1994 as a result of teelahe in UltraPhone product revenues and grosgimaand other increases in costs, such as
the increased investment in B-CDMA technology reseand development, engineering of product redsségnd enhancements, the increase
in litigation costs and the costs associated witloreement of ITC's intellectual property rightauring 1994, the Company began to realize
positive results from its efforts to capitalize ngbe revenue potential of its TDMA and CDMA patpottfolio and recognized $28.7 million
of licensing revenue, representing over 57% of t@eenues for 1994. During 1995, the Company reizegl $67.7 million of licensing and
alliance revenue enabling the Company to repofirgsprofitable fiscal year since its inceptidrhe Company was profitable in the first and
second quarters of 1995 and unprofitable in thel thnd fourth quarters of 1995. The variabilityl805 quarterly operating results was due to
the revenue recognition accorded to the refandable payments associated with the licenseeaggnts. Such variability has continued du
1996 and the Company expects that such variahiliticontinue to 1997 and beyond.

The Company's objective is to become a significgmibal supplier of digital wireless communicatidashnology and systems based on its
proprietary TDMA and B-CDMA technologies. To achéethat objective, the Company has developed aamak program under which it
intends to align itself with key entities in théelommunications industry. Two of the three keyeakives of the Company's alliance program,
if fully and successfully implemented, are to geelicensing revenues as well as to improve thagamy's UltraPhone product business by
(i) making the Company and its UltraPhone produoudse credible competitors in large scale telecominations infrastructure programs,

(if) expanding the depth and coverage of UltraPhaoeluct marketing efforts around the world, (i@ilitating greater focus in the
Company's direct sale activities, and (iv) fundamgl facilitating engineering changes and altereativoply and production sources to attempt
to significantly reduce costs and expand produpéabdities.

The third objective of the alliance program is tddber the Company's on-going efforts to develsBHCDMA air interface technology and to
spread the commercialization of B-CDMA-based wisslical loop applications and start the developgroEB-CDMA-based wireless
Personal Communications Service ("PCS") applicatidime successful commercial development and depay of such products is
dependent upon technological achievement, inclutiegcontinued validation of the theories upon Whtee new technology is being
designed, the continued availability of debt, egoit alliance partner funding sufficient to suppamtincreasing level of efforts over several
years and, ultimately, market acceptance of theltasst product

In December 1994, the Company completed the initiplementation of the alliance program by enteiirtg an integrated series of
agreements with Siemens Aktiengesellschaft ("Siesf)arovering UltraPhone product marketing and pobdievelopment, B-CDMA
technology development, patent licensing and adheas of cooperation (See Note 5 to "Notes to Qmlaged Financial Statements"). The
Company continued its implementation of the all@apcogram when it signed a series of agreements
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with Samsung Electronics Co., Ltd ("Samsung") ibrieary 1996. The agreements cover B-CDMA technoligpelopment, patent licensing,
product development, technology transfer and cheas of cooperation.

To augment its efforts to achieve its goals, thenGany has retained investment banking and otheidmutesources to investigate acquisition
and other strategies designed to strengthen itpettive position.

ITC, a wholly-owned subsidiary, and the Companygegtber, offer non-exclusive, royalty-bearing patésthnology and knowew licenses t
telecommunications manufacturers that manufactige or sell, or intend to manufacture, use or eglijpment that utilizes their extensive
portfolio of TDMA and CDMA patented technologieshe Company believes that, through ITC's patenfg@at and the Company's TDMA
and B-CDMA technology research and developmentlaéifies and resultant know-how, both it and IT@ aositioned to take advantage of
the present evolution in wireless telecommunicatitandigital technology from analog technology, ethiepresents a substantial portion of
the worldwide installed base. ITC implemented atsegy during 1993 of negotiation and litigationwiertain entities which it believed were
representative of the broader number of entititéniging ITC's patents. These efforts have resultegiatent license agreements with a tote
twelve entities as of October 24, 1996.

Historically through 1994, InterDigital's primargwerce of revenue was derived from sales of theaBhone digital wireless local loop
telephone system. In recent years, foreign sales fepresented a majority of the sales of Ultraleheystems, and it is anticipated that fore
sales will represent a majority of UltraPhone systales for the foreseeable future. UltraPhoneesyshles have, on a historical basis, varied
significantly from quarter to quarter due to th@centration of revenues from the Company's largestomers over a few fiscal quarters. See
Note 7 to "Notes to Consolidated Financial StatesieAdditionally, the Company expects that it ntaytinue to experience significe
fluctuations in quarterly and annual revenues gretating results due to variations in the amoudttaming of license and alliance-related
revenue. Accordingly, the Company's cash flow magxpected to fluctuate significantly for the faeable future.

The Company began to experience a significant mkedi UltraPhone system order volume during 19%jilning in 1992, competition for
sales of wireless telephone systems intensifigat@gders of both analog and digital cellular syste many of which have significantly
greater resources than the Company, more activemgted their products for fixed site installationghe Company's target markets. The
Company sought to counter these competitive presswy emphasizing the advantages which it belitheet)ltraPhone system offers over
fixed cellular and other wireless systems, by langJltraPhone system prices, and by offering tteaBhone system through or in
conjunction with alliance partners. In additiore tBompany is continuing to restructure its salesraarketing efforts to focus on multi-year,
large-scale telecommunications infrastructure oty in which the UltraPhone product would be poséd as a fundamental component in
the rural and near-urban telephone networks of poorams.

In order to support the flexible pricing generakdyuired in multi-year programs, the Company infrceetl a redesigned central office terminal
which expanded base station capacity by over 50&aasignificantly lower-priced cluster unit duritige last half of 1994 and introduced a
more fully-featured subscriber unit during thetfinalf of 1996. Reductions in product costs woutdnost fully realized in cluster systems
and, to a lesser degree, in other non-cluster gordtions in which there is a high ratio of suldseriunits to base stations. The Company has
experienced and may continue to experience engimgeand production delays in the introduction efriiew subscriber units and/or other new
enhancements or features.

The Company anticipates that it will continuoussed to reduce prices and expand product featueesodadustry demands which will result
in continued pressure upon gross profit marging sath time as the Company is able to reduce proclists commensurate with price
reductions. More specifically, the Company has ptmtmajor orders for 1996 and 1997 delivery (&acklog"), and is actively marketing
the UltraPhone system in certain opportunitiesadds prices which are expected to generate litégy, margin based on the current cost
characteristics of the system configurations beirgposed. In these
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situations, and in any additional situations whteeCompany elects to accept similarly margineciadt would do so because of collateral
profit potential, as next enumerated, or becausshdr strategic positioning considerations. Then@any believes that any profit potential
would primarily relate to design engineering toueel product costs, the expected positive effectgeoor pricing of the increased
production volume, change orders (including positiaat systems reconfiguration), post contract adsland systems expansions and
servicing, as well as follow on orders. Given tlesgibility of engineering delays and difficultiesd the continuing inability to sell
UltraPhone systems with a high cluster utilizatitthe Company can give no assurance that it wiliile to achieve sufficient product cost
reductions or otherwise achieve satisfactory gposfit margins. In addition, there can be no assceghat the development costs necesse
achieve such potential product cost reductionshelacceptable to the Company.

The inability to competitively approach the aggresgricing from fixed cellular and other competgtpthe significant additional complexiti
of, and time required in, competing for large sqalegrams, as well as the restructuring of thessfalece, have all adversely impacted order
volume and revenues since 1993. Delays in introdoictf the new subscriber unit may further advarsélect order volume and timing of
revenue recognition, including timing of revenueagnition from the two major orders currently irckiog (see "Backlog”). The Company is
continuing to adjust its sales and marketing sffiateby focusing its direct efforts, improving liraPhone system distribution network and
pursuing various additional alliance partners.

In addition to the effects of varying selling piscand product materials costs, the Company's grodis margin ratios are ordinarily affected
by the relative proportions of direct and distritnusales, by the average number of subscribersyséem sold, by its ability to absorb
manufacturing overhead costs through generaticuidicient production volume, and by the field deevcosts for installation, warranty,
training and post-sale support. Consistent witlugtiy practices, distributor commissions have bireluded in both revenues and cost of
sales. Historically, the Company's gross profitgirafrom UltraPhone system sales has been inadegoiaupport its operating and other
expenses. The low sales volumes experienced imtrgears have resulted in production volumes whiehe inadequate to fully absorb fixed
production overhead costs, producing negative grasgins.

On March 29, 1995, a trial involving ITC and Mottapinc. ended with the jury's verdict that ITC&gnt claims at issue in the case,
involving four of ITC's patents, are not infringled the Motorola products involved in the case. OmeJ17, 1996, the U.S. District Court
Judge for the District of Delaware affirmed thattpm of the jury's verdict. The judge further saised the jury's invalidity finding as to 21 of
the 24 patent claims at issue, but reversed tlyésjinvalidity determination as to the three ottleims, finding no support in the record for
jury's determination. Both parties have appealeditcision. While the Company believes that sultisfagrounds exist to overturn ti

verdict, the ultimate resolution of this matteriltely occur in the intermediate to long-term. tilthere is a final judicial determination the
verdict may adversely affect the Company's levekotnue and potential cash flow from ITC's papentfolio and may impair generally the
Company's ability to raise additional funds for geal corporate purposes. The outcome of the jiariray also temporarily or permanently
adversely affect ITC's pending U.S. litigation angdiEricsson and its ability to realize runningatbies or specified installment payments
under certain of its license agreements. In addigm adverse ruling (as to ITC) on Motorola's @bpa its motion for attorneys' fees (which
motion the U.S. District Court judge denied) coattersely affect the Company's cash position.

FINANCIAL POSITION, LIQUIDITY AND CAPITAL REQUIREME  NTS

The Company had working capital of $67.8 milliorSaptember 30, 1996 compared to working capit&b8f0 million at December 31,

1995. The increase in working capital since Decernsbdue primarily to the recognition of licensedailiance revenue from Samsung of
$22.3 million and receipt of $9.4 million from stooption and warrant exercises, offset by operatagh needs of the Company. The
Company had, prior to 1995, experienced liquiditylyems due to its lack of profits sufficient tongeate cash at a level necessary to fund its
investment in additional equipment, its UltraPhteehnology development, its patent activitiesBHE€DMA technology research and
development activities, and its
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operating losses. Since the fourth quarter of 188Company has substantially strengthened its jgasition due its alliance and licensing
transactions.

Demands on working capital in 1996 and beyond a&pe&ted to increase. The Company expects to sigmifiy increase its B-CDMA
technology development expenditures to commere&idliztechnology as soon as possible. As the dpredat effort nears first stage
completion, currently anticipated in early 1997diéidnal expenditures are expected to be incuroedrfarketing and other activities and
subsequent, substantial additional expenditurdseitequired to support later stage developmemgirieering efforts required to support the
UltraPhone product are also expected to incregsifisiantly as the Company continues its effortseiduce the cost of the UltraPhone pro
and increase its market share. Marketing and adiméive, and other costs are expected to incramseell as the Company seeks to more
effectively support its alliance program.

Certain emerging trends associated with produessaduld also negatively impact future working talpshould they occur. The Company
has not offered vendor financing to prospectivaausrs, instead relying on its efforts to assisspective customers in obtaining financing
from other sources. Should the Company engagerémdor financing program (it has no current plandd so), such a program would have a
material impact on working capital needs. Many entrand prospective customers have required inaglgsignificant delivery and
performance guarantees of various types, includalgy damage clauses, performance bonds and pariceguarantees. The working
capital required to provide such guarantees coelsid¢nificant for large orders, and the costs thigiht be incurred if any such guarantee v
called upon could have a material adverse impagtaking capital. In addition, the Company obtasasne component parts from single
sources, while other components are available frartiple sources; changing sources of supply wdikily cause a disruption in supply.

Any interruption in the supply of quality compongbuld have an adverse impact on working capital.

The Company's working capital requirements will elegh on numerous additional factors, including hattlimited to the success of the
Siemens and Samsung relationships and the brokideca strategy, the level of demand and relatedgins for the UltraPhone system, the
ability to generate license fees and royalties, thrcheed to expend funds in connection with iteqzenforcement activities. In addition,
when the Company builds to specification to congbet order, it traditionally experiences negatiashcflows from inception of its
production ordering through customer payment atithe of, or increasingly subsequent to, order siapt. If the Company were to
experience additional sudden and significant irsgean orders to be built to specification, it wbirtensify the need for significant short to
intermediate term financing arrangements.

Accordingly, the Company may, at some future datesequent to 1996, require additional debt or gaquaipitalization to fully support its
technical and product development and marketingiies and to fund its patent enforcement actdgtiThe Company does not presently
maintain bank lines of credit and may thereforestioh event, seek to meet such needs throughlthefsdebt or equity securities. There can
be no assurances that the Company will be ableltaisy such securities, or, if it can, that it cinso on terms acceptable to the Company.

In August 1996, the Company acquired a fifty (58)gent interest in an office building located omgdsland, New York for possible use as
its primary location for B-CDMA development. The iBpany affected the acquisition of the building tigb the creation of a New York
Limited Liability Company, 60 Crossways, L.L.C. which the Company holds a 50% interest. A locaheeercial real estate owner,
developer and building contractor holds the renmgrinterest. The limited liability company purchdgbke building for approximately $2.0
million. The Company and its partner have agreeshtoe equally the acquisition and ownership aafstise limited liability company. The
Company is currently evaluating its short and letgn space requirements and reviewing various pogptior accommodating such needs.

The Company believes that its investment in inveesoand non-current assets are stated on its Omred®d, 1995 and September 30, 1996
balance sheets at realizable values based on exisaiting price and order volumes. Property andpsgent are currently being utilized in
the Company's on-going business activities, andCttrapany believes that no additional write-dowresraquired at this time due to lack of
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use or technological obsolescence. With respeattter assets, the Company believes that the vélite matents is at least equal to the value
included in the December 31, 1995 and Septembet@H balance sheets.

Backlog

At September 30, 1996, the Company's backlog afrsrtbr UltraPhone telephone equipment and servieess$92.1 million, which includes
the Company's first order from its Pakistanian aor of $42.9 million, the balance of one ordenfrihe Company's Philippine customer of
$8.3 million and another order from its Indonestastomer for $36.8 million. The Pakistan orderubjsct to final commitment of financing
and the Indonesian order is subject to completfdimancing documents. Over $15 million of the blackis expected to be delivered during
the fourth quarter of fiscal year 1996, with théabae expected to be delivered during fiscal 199¥the first half of fiscal 1998. At
September 30, 1995, the Company's backlog of ofdetdltraPhone telephone equipment and services$£a3 million.

Changes in Cash Flows and Financial Condition

The Company has experienced positive cash flows fiperations during the nine months ended SepteB8ihel996. The positive cash flows
from operations are primarily due to the receiptusids from the Samsung agreement offset by exjgéansarred for UltraPhone production
and marketing, BEDMA technology development and the Company's geraard administrative activities. Licensing andiddice revenue fq
Samsung of $22.3 million was recognized as revémtige nine month period ended September 30, 1(&# Note 6 of the "Notes to
Consolidated Financial Statements".)

Net cash flows from investing activities were négafor the nine months ended September 30, 1986dwmarily to the Company's purch

of its King of Prussia, PA. and Long Island, N.¥cilities, the payment of $2.6 million in suppoftlee Company's bonding requirements and
its investment in property and equipment. Notwdhsling the above, the amount of cash used in iimgeattivities has, historically, been Ic
relative to cash used in operations.

During the nine month period ended September 386,1ithe Company generated $8.9 million from finagactivities. The funds were
primarily from the exercise of stock options andaats.

Cash, cash equivalents and short-term investmé®8704 million as of September 30, 1996 includéd $nillion of restricted cash. The
UltraPhone accounts receivable of $12.4 millioSeptember 30, 1996 reflect amounts due from nommadé receivables, including non-
domestic open accounts, as well as funds to bdatexsminder letters of credit. Of the outstandirglér receivables as of September 30, 1996,
$4.0 million has been collected through October1®96.

Inventory levels at September 30, 1996 of $8.2ionilhave increased as compared to $4.9 milliorf @&eoember 31, 1995, reflecting the
build-up of inventory for the Indonesian order d@hd remaining Philippine shipments. InventorieBatember 31, 1995 and September 30,
1996 are both stated net of valuation reserve$ & fillion and $7.1 million, respectively.

Included in other accrued expenses at Septembér93@, are professional fees, consulting and otbenuals as well as sales taxes payable.
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Results of Operations - Third Quarter of 1996 Coragdo the Third Quarter of 1995

Total Revenues. Total revenues in the third quamneled September 30, 1996 increased to $9.4 mftiaon $5.8 million in the third quarter
ended September 30, 1996 primarily due to the as@én UltraPhone product sales. UltraPhone praghles increased 362% in the third
quarter of 1996 to $7.5 million from $1.6 million ihe comparable quarter of 1995.

During the third quarter of 1996, the Company rexiped $754,000 of Samsung revenue that relatduettitraPhone B-CDMA technology
development portion of the agreement. The Compégyracognized $314,000 of recurring royalty reveeduring the third quarter of 1996
from one of its licensees. Additionally, the Compaecognized revenue of $800,000 as part of them&is series of agreements. During the
third quarter of 1995, ITC entered into royalty-bieg license agreements with one licensee undgatisnt portfolio for the manufacture, use
and sale of TDMA based subscriber units and infuastre equipment. The Company recognized $4.0anilks part of the Siemens series of
agreements during the third quarter of 1995.

The Company had contract revenue of $212,000 cetatés U.S. Federal government and other sendoetracts for the third quarter in 1¢
as compared to no revenue during the 1996 periogl dEcrease in revenue is due to the completitimeafemaining contracts for which the
Company was obligated. During the third quartet @34, the Company began withdrawing from the catsarvices market in order to focus
on its other core business activities.

Cost of UltraPhone Sales. The cost of UltraPhotesdar the third quarter of 1996 increased 131%8@®& million from $3.8 million for the
third quarter of 1995. The Company had approxingatéP6 negative gross margin on UltraPhone systédes $ar the three months ended
September 30, 1996 as compared to a negative grarggn of 133% for the three month period ended&eber 30, 1995. Included in cost
UltraPhone system sales are costs of product asgeimiegration and testing, distributor commissipfreight and tariffs, and expenses
associated with installation, support and warraetyices related to the UltraPhone systems. Alslodied in the cost of sales are the over
expenses the Company has incurred in maintaingngréduction resources that were not absorbedrimemtory due to the low volume of
production during the quarter.

Contract Services Costs. Contract services costs $242,000 in the three month period ended Septeh 1995. The Company completed
the shutdown of the facilities and the terminatidremployees related to the contract services segjaig¢he business during 1995.

Other Operating Expenses. Other operating expensiesle sales and marketing expenses, generaldmihatrative expenses and research
and development expenses.

Sales and marketing expenses increased 70% tor#llich during the third quarter of 1996 as comphte $723,000 during the third quarter
of 1995. The increase is primarily due to increastaff and activity levels, and included an incesescommission expense due to the incr
in UltraPhone product revenues in the three moatfod of 1996.

General and administrative expenses for the thiattgr of 1996 increased 2% to $2.63 million fro5% million for the third quarter of
1995. The increase is primarily due to an incréasxpenses related to the investment banking aanteting activities.

Research and development expenses for the thirtlequd 1996 increased 132% to $5.9 million as caregd to $2.5 million during the third
quarter of 1995. Staff and activity levels devatiethe development of the BBDMA technology and the development of the Compafourth
generation UltraPhone product have increased signify.

Other Income and Expense. Interest income forttind fuarter of 1996 was $892,000 as compared 16,890 for the third quarter of 1995.
The Company had similar average invested cash &xedan both periods. Interest expense for the threxeth period ended September 30,
1996 was $55,000 as compared
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to $14,000 for the three month period ended Septei®®, 1995. The increase is due primarily to tleetgage interest related to the
Company's purchase of its King of Prussia fac8iiiethe second quarter of 1996.

Minority Interest. In December 1992, the Companig £76% of the common shares of InterDigital Pe&té&orporation ("Patents Corp."),
which had, prior thereto, been a wholly-owned stibsy of the Company. The Company recorded no oh@mgninority interest in the third
quarter of 1996. During the comparable 1995 petioel Company recorded an increase of $246,000nonity interest representing the
minority interest's portion of the net income otdas Corp. for the third quarter of 1995. In Sagder 1996, the Company acquired the
shares of Patents Corp. that it did not currentiy and as a result, Patents Corp. became a wheited subsidiary of InterDigital (See Note
11 to "Notes to the Consolidated Financial States'&n

Results of Operations - Nine Months Ended Septer8®et996 Compared to Nine Months Ended Septemhet@®5

Total Revenues. Total revenues for the nine moartidled September 30, 1996 decreased 49% to $40i@nfiibm $80.0 million for the nine
months ended September 30, 1995 primarily duedieceease in the amount of License and Alliancemees recognized offset by a small
increase in UltraPhone equipment revenues. LicandeAlliance revenues for the nine months endedeBdger 30, 1996 includes $22.3
million as part of the Samsung Agreements (see Baiethe Notes to Consolidated Financial States)eartd $4.0 million as part of the
Siemens Agreements (see Note 5 of the Notes todlidated Financial Statements). During the firdf b&1995, ITC entered into royalty-
bearing license agreements with Pacific Commuraoaficiences, Inc., a subsidiary of Cirrus Logic, Iisanyo Electric Company, Ltd.,
Mitsubishi Electric Corporation, Hitachi Ltd. togetr with its affiliate Kokusai Electric Co., Ltdnd NEC Corporation under its patent
portfolio for the manufacture, use and sale of TDWESed subscriber units and infrastructure equipni¢iese agreements contain advance
payment obligations pursuant to which ITC receigadaggregate of approximately $54.1 million, whigds recognized as revenue during the
first half of 1995. Additionally, the Company recoped revenue of $12.0 million as part of the Siesgeries of agreements during the 1995
period. UltraPhone equipment sales increased 10% githe nine months ended September 30, 19964at$illion from $13.1 million in

the comparable period of 1995.

During the nine months ended September 30, 1985Ctmpany had $657,000 of contract revenue retatéd U.S. Federal government and
other services contracts as compared to no corgeacices revenue recognized in the 1996 periodaltlee completion of the remaining
contracts for which the Company was obligated dpiii95.

Cost of UltraPhone Sales. The cost of UltraPhongpeaent sales for the nine months ended Septenther9®6 increased 7% to $16.7
million from $15.5 million for the nine months eri8eptember 30, 1995. The Company incurred a nvegaitoss margin on UltraPhone
equipment sales of 16% for the nine months endete8der 30, 1996 as compared to a negative groggmdd 19% for the nine month
period ended September 30, 1995. Included in ddsdttmPhone equipment sales are costs of prodisetrably, integration and testing,
distributor commissions, freight and tariffs, anghenses associated with installation, support asdamty services related to the UltraPhone
systems, as well as the overhead expenses the @grhaa incurred in maintaining its production rases that were not absorbed into
inventory due to the low volume of production. At production levels, such as those experiencérirst three quarters of 1996, the
Company incurs substantial negative gross profigma because production costs are spread overadinlyited number of units of
production.

Contract Services Costs. Contract services cogts $#54,000 in the nine month period ended SepteB8Mhel995. There were no contract
service costs incurred during the nine months eBigrlember 30, 1996 as the Company has withdrawam thiis line of business and has
completed its obligations on any remaining congact
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Other Operating Expenses. Other operating expénsksle sales and marketing expenses, generaldimuhitrative expenses and research
and development expenses.

Sales and marketing expenses increased 13% tor#fidn during the nine months ended Septemberl®96 compared to $2.8 million
during the nine months ended September 30, 199 inbnease is primarily due to increased commisséxpense, commensurate with the
increase in UltraPhone system revenues.

General and administrative expenses for the ninetinscended September 30, 1996 decreased 27% ton#iBoh from $11.1 million for the
nine months ended September 30, 1995. The reduatigeneral and administrative expense is due piiyri@ a decrease in the Company's
patent infringement and enforcement costs of $3l8omoffset partially by higher activity level3he 1995 period included costs for the
Motorola suit as described in the Company's AnfRegort on Form 10-K for 1995.

Research and development expenses increased 18&k& fine months ended September 30, 1996 to $ilian from $6.4 million for the
nine months ended September 30, 1995. The incoeasehe prior year period is due primarily to im&sed staff and activity levels devote
the development of the B-CDMA technology and theeligoment of the Company's fourth generation U@t product released during the
first half of 1996.

Other Income and Expense. Interest income for ithe months ended September 30, 1996 was $3.0 mdkocompared to $2.1 million for

the nine months ended September 30, 1995. Theaiselie due primarily to greater average investetl aad investment balances in 1996

compared to 1995. Interest expense for the ninghmmeriod ended September 30, 1996 was $132,000mpared to $623,000 for the nine
month period ended September 30, 1995. The deciedse primarily to the settlement of the HNS gétion during the second quarter of

1995, partially offset by increased interest expeanedated to the King of Prussia mortgage. Remgiiniterest is incurred on the Company's
capital lease obligations.

Minority Interest. In December 1992, the Companig £76% of the common shares of Patents Corpgiwhad, prior thereto, been a
wholly-owned subsidiary of the Company. The Compargprded $890,000 as an increase in minority ésten the nine months ended
September 30, 1996 representing the minority ister@ortion of the net income of Patents CorptHernine months ended September 30,
1996. During the comparable 1995 period, the Compeacorded an increase of $4.0 million in minoiitierest representing the minority
interest's portion of the net income of PatentgCfar the nine months ended September 30, 1995.
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Statement Pursuant to The Private Securities Litiggon Reform Act of 1995

The foregoing Management's Discussion and Anabsisdiscussion of the Company's business contaisus statements which are
forward-looking statements. Such forward-lookingtements are made pursuant to the "safe harbovispns of Section 21E of the
Securities Exchange Act of 1934, as amended, wh@re enacted as part of the Private Securitiegdtittn Reform Act of 1995.

The Company cautions readers that the followingartgnt factors, among others, in some cases héseted and, in the future, could
materially adversely affect the Company's actusiiite and cause the Company's actual resultsfer difaterially from the results expressed
in any forward-looking statements made by, or omalifeof, the Company:

General and specific economic conditions of the Gamy's customers, potential customers and theessetommunications industry; revel
of or slow-down in anticipated TELCO infrastructiagending, thereby decreasing overall product ddrbafow present forecasts;
implementation delay in the conversion from analebular technology to digital cellular technologyhether caused by continuing
sufficiency of capacity, new methods for increasamglog capacity or customer funding, unwillingnes$ELCOs to fund infrastructure
replacement or for other reasons.

The effects of, and changes in, foreign trade, naygend fiscal policies, laws and regulations gothctivities of foreign governments,
agencies and similar organizations, and foreigmsaad economic conditions, such as trade regtnistor prohibitions, inflation and
monetary fluctuations, import and other chargesres, the ability or inability of the Company tiotain or hedge against foreign currency,
foreign exchange rates and fluctuations in thotasradverse foreign tax consequences, generaisdalaemittance and difficulties of
collection of foreign payments, efforts to natiaralforeign owned operations, unstable governmamdsiegal systems, and inter-
governmental disputes, as well as foreign governahactions affecting frequency, use and availphitype acceptance, spectrum
authorizations and licensing.

Failure to enter additional sufficient strategiliasices necessary to achieve the Company's busibgsstives; failure to fully and successft
implement the alliance program; inadequacy or llitstof alliance partners to meet Company expegtet;j failure of alliance partners to meet
contractual obligations to the Company.

Lack of existing lines of credit to draw on to sopptechnical and product development and to fust@nt enforcement activities, requiring
possible sale of debt or equity securities.

The growth in the amount of, and the rate of inseeaf, the Company's selling, general and admatige expenses.

Difficulties in the Company's business relatedhi® narket acceptance of its products and/or teolyiesd and any difficulties experienced by
current or future customers using the Company'dywris and/or technologies.

Inability to retain existing, and/or hire new, appriately qualified administrative, sales and méngpersonnel.

Increased and/or more aggressive marketing of cttiveewireless communications systems, in manyesds/ much larger and better
financed organizations.

Announcements of new products or technologies bydbmpany's competitors; the ability of competifiwveducts to achieve a perceived,
absolute or relative overall value advantage whenpared to the Company's products or technologigb@basis of features, quality and
pricing;
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the inability of the Company to keep pace with teglbgical developments and/or respond in a timedyner to changes in customers' needs.
Increased pressure to engage in a vendor finapcogram.

Adverse trends in the equipment acquisition anthogment pattern of the Company's customers.

Loss of customers.

Fluctuating demand for the Company's products;tewidil sudden and significant increases in produdérs requiring short term and
intermediate term financing.

Inability of the Company or its customers to se@oeeptable financing related to purchase andliasta of the Company's products.

Lack of timely availability of the Company's prodsi@and the ability and willingness of purchasersstich circumstances, to acquire
alternative products.

Imposition of government or industry standardsampetitive technological developments which rerater of the Company's technologies
and/or products obsolete or non-competitive.

Lack of frequency or bandwidth allocations withire technical specifications of the Company's prtglactechnology; engineering problems
in implementing new frequencies or operating wibimstandard bandwidths.

Manufacturing-related problems, including qualitgst or delivery problems with vendors and compbsappliers; unavailability of
alternative sources for component parts of the Gomis products or unavailability of componentsahpetitive prices; longer than desirable
development time arising from the necessity toalsnative sources.

Unanticipated cash flow restrictions, continuednareased pressure to lower the selling pricee®@Qompany's products; failure to realize
revenues from orders on backlog; failure to incedfasure orders for and revenue from UltraPhonelpets; failure to improve margins;
failure to achieve or maintain technical compliamdth terms of customer contracts.

Difficulties or delays in the development, prodoatitesting and marketing of products or underiydogymunications technologies, includi
but not limited to (i) the failure to commercialirew products when anticipated and the failure afinfacturing economies to develop when
planned, (ii) loss of the Company's key personmreinability to hire sufficient number of qualifieghgineers to achieve technology
development objectives, (iii) the lack of availdtgilor insufficiency of operating, debt, equity alliance related funds for research necessary
to effectively and timely complete product and reabgy development, or lack of availability on texacceptable to the Company, and (iv)
increased project engineering costs for future@mdent projects.

Substantial increased or continuing burdensome étngfathe costs and other effects of legal and adstative cases and proceedings
(whether civil, such as intellectual property amdduct-related matters, or criminal), settlememtd @mvestigations, claims and changes in
those items, developments or assertions by or sigie Company relating to intellectual properghts and intellectual property licenses,
including but not limited to assertions that othiefsinge the Company's or ITC's proprietary rightghat the Company's products infringe
proprietary rights of others.

Failure of the Company to successfully negotiaterising agreements for the Company's patents &ed iotellectual property; inability to
enforce patents against third parties; inabilitgndorce, or inadequacy of, non-competition and-disslosure agreements relating to
Company's
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proprietary rights; adverse decision in the Compmaytstanding or any future intellectual propeigts litigation, including but not limited
to declaration of invalidity of ITC patents.

Suspension of royalty revenues under existing turéulicense agreements, with or without the adasfieoyalty obligations.

Adverse effects from the Motorola judgment, inchglbut not limited to
(i) adverse impacts on the level of revenue andmi@l cash flow from ITC's patent portfolio (i impairment of the Company's ability to
raise funds for general corporate purposes, apdh@ temporary or permanent impairment of IT@&sging U.S. litigation against Ericsson.

The failure of the appeals courts to reverse, waaat/or remand the Motorola judgment, recognittirag, notwithstanding the Company's
belief that substantial grounds exist for revergatation and/or remand, the Company carries th@douon appeal and, more often than not,

jury determinations are uphel

An adverse decision in U.S. and foreign patentargrhs regarding the validity of ITC's patents, whiould materially impact ITC patent
licensing opportunities, the Company's abilityealize licensing revenue, and pending patent tibga Such decision could include, but is
limited to, the rejection of a patent in whole ormiart, or the material alteration or limitationpaftent claims.
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Item 6. EXHIBITS AND REPORTS ON FORM 8-K
(&) The following is a list of exhibits filed asnpaf the Form 10-Q.
Exhibit 3.1 -- Restated Articles of Incorporation
Exhibit 3.2 -- Bylaws of Amended on October 6, 1996
Exhibit 10.25 -- Amended 1995 Stock Option Plan
Exhibit 11 -- Computation of Net Income Per Share
Exhibit 27 -- Financial Data Schedule
(b) Reports on Form 8-K

The Company filed a Current Report on Form 8-K dategust 16, 1996 under ltem 5 - Other Eventstirgjao the Company's Agreement
and Plan of Merger with its 94% owned subsidianyeiDigital Patents Corporation. No financial sta¢sts were filed with this report. A
Registration Statement on ForniS3e register the shares of InterDigital's commimcls was filed with and declared effective by tlee&ities
and Exchange Commission and contains consolidataddial statements for both InterDigital Commutimas Corporation and InterDigital
Patents Corporation.
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SIGNATURES

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

INTERDIGITAL COMMUNICATIONS CORPORATION

Dat e: Novenber 8, 1996 /sl WIlliam A. Doyl e

WIlliam A Doyle, President

Date: Novenber 8, 1996 /sl Janes W Garrison

James W Garrison,
Vi ce President -- Finance, Chief
Fi nancial Oficer and Treasurer
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InterDigital Communications Corporation Amended &dtated
Articles of Incorporation

In compliance with the requirements of the Penreyily Business Corporation Law of 1988, as amerttiedirticles of Incorporation of
INTERDIGITAL COMMUNICATIONS CORPORATION are heretgmended and restated in their entirety to readlbsifs:

First. The name of the Corporation is InterDigital Communications Corporation.
Second. The location and post office address oégsstered office is 781 Third Avenue, King of Bsia, Pennsylvania 19406-1409.

Third. The Corporation is incorporated under thaiBess Corporation Law of the Commonwealth of Pglrasia for the purpose or purpo:
of engaging in or doing any lawful act concernimy ar all lawful business for which corporationsyniee incorporated under the
Pennsylvania Business Corporation Law, includingrmi limited to manufacturing, owning, using, lie@sand dealing in personal property
every class and description, and acquiring, owniisgig and disposing of real property of any natunatsoever.

Fourth. The term for which the Corporation is tisels perpetual.

Fifth. The aggregate number of shares of all cs$stock which the Corporation shall have autlidad issue is 75,000,000 shares of
Common Stock, $0.1 par value per share ("CommockStoand 14,398,600 shares of Preferred StoclefédPred Stock").

The voting rights, designations, preferences, §oations, privileges, limitations, options, consin rights and other special rights (the
"Rights and Preferences") of the shares of theas classes of stock of the Corporation arevailide determined as follows:

A. Preferred Stock

The Board of Directors of the Corporation shall &&wl and complete authority, by resolution frame to time, to establish one or more
series and to issue shares of Preferred Stockodfitd tletermine and vary the Rights and Prefersmmdeeach series of Preferred Stock,

including, but not limited to, dividend rates andmmer of payment, preferential amounts payable wpamtary or involuntary liquidation,
voting rights, conversion rights, redemption pridesms and conditions and sinking fund and stagklpase prices, terms and conditions.

B. Common Stock and Class Preferred Stock

The Rights and Preferences of the shares of Con8tauk and Class Preferred Stock, as between theessehly and subject to the Rights
and Preferences of Preferred Stock, are as follows:

(i) Definitions. For the purpose of this Articlefthi, except as otherwise expressly provided heseimless the context otherwise requires, the
following words and terms shall have the followuhefinitions:



(@) "Net Income Per Share" means the net profishare of Common Stock for a fiscal year of thep@aation, excluding items of
extraordinary income and expense, on a fully diuiasis, and after provision for federal, statelandl income taxes, as determined by the
Corporation's independent certified public acconntm accordance with generally accepted accogmgimciples applied on a basis
consistent with prior periods.

(b) "Average Bid Price" means the average of thly daported closing price per share of Common Btharing any period of 120
consecutive trading days. If the Common Stocksiedl for trading on an organized stock exchangeclibsing price shall be the closing price
as reported on said exchange; and if the Commark$mot listed for trading on any such excharige,closing price shall be the closing bid
price as reported by NASDAQ, and if not so repartkd closing bid price as furnished by any deilesecurities dealing in the Common
Stock.

(c) "Conversion Number" means the number of shaf@€ommon Stock which a holder of Class PreferretiSis entitled to receive upon
conversion of one share of Class Preferred Stdoé.iffitial Conversion Number shall be fifty (50h& Conversion Number shall be subject
to adjustment from time to time as set forth indgaaphs v(d) and

(e) hereof.

(d) "Expiration Date" means December 12, 1986.

(i) Dividends. Holders of Common Stock shall beitted to receive dividends when and as declarethbyBoard of Directors of the
Corporation. Dividends shall be payable out ofdksets of the Corporation legally available therafa not otherwise. Holders of Class
Preferred Stock shall not be entitled to receiweédeinds, and no dividends shall be declared or {receon.

(iii) Liguidation.

(a) Class Preferred Stock. In the event that thgp@ation shall be liquidated, dissolved or woumpd whether voluntarily or involuntarily,
after all creditors of the Corporation shall haeeib paid in full, the holders of Class Preferreatkshall be entitled to receive an amount
equal to $.05 per share before any amount shadalzkto the holders of Common Stock. If the asskthe Corporation available for
distribution to the holders of Class Preferred Btsitall be insufficient to permit payment of an ambequal to $.05 per share to the holders
of Class Preferred Stock, then all such assetseo€brporation shall be distributed, to the excnsf the holders of Common Stock, ratably
among the holders of Class Preferred Stock, aaegtdi the amount which they respectively would bitled to receive if such assets were
sufficient to permit the payment in full of said anmts.

(b) Common Stock. The holders of Common Stock dbatntitled to receive, pro rata, all of the asséthe Corporation available for
distribution to its shareholders after distributioas been made as aforesaid to holders of Clagsriee Stock.

(iv) Voting Rights

(a) Except as otherwise required herein or by laasomay be provided to holders of Preferred Stihekholders of Common Stock sh



possess full and exclusive voting power for thetida of directors and for all other purposes. BJsolder of Common Stock shall have the
right to one vote for each share of Common Stockexlv The holders of Class Preferred Stock shak Imavright to vote at, to participate in,
or to receive any notice of any meeting of the shalders of the Corporation, unless and then anthe extent to which their vote shall be
required by law or by Paragraph B(iv)(b) hereof. &y matter which the holders of Class PreferrediSshall be entitled to vote, they shall
be entitled to one vote for each share of ClasteReal Stock owned.

(b) The Corporation shall not merge into or cordatk with any other corporation, or sell all or stalntially all of its assets without the
consent, given in writing or by resolution adopéd meeting duly called for that purpose, of thkelérs of a majority of all outstanding
Common Stock and Class Preferred Stock, votingsaiscgge class, with each share of Common StockGlass Preferred Stock, regardless of
class, being entitled to one vote; provided, howethat no holder of Class Preferred Stock shaitiéled to vote on such merger,
consolidation or sale if, under the terms thereath such holder of Class Preferred Stock, in exgdhéor Class Preferred Stock, will receive
preferred stock of the surviving, resulting or acagg entity which shall, in the aggregate, possesemption, liquidation, voting and
conversion rights which are at least as favorabléhase possessed by the Class Preferred Stocknrakediately prior to the effective date of
the merger, consolidation or sale.

(v) Conversion into Common Stock. At any time orpdor to the Expiration Date (and at no time after Expiration Date), shares of Class
Preferred Stock shall be convertible into Commarctistas follows:

(a) Class "A" Preferred Stock. If (x) during theetwty-four (24) months following November 12, 1981 Average Bid Price shall be Sixteen
and 50/100 ($16.50) Dollars per share or moreypatfter twentyfour (24) months following November 12, 1981, theefage Bid Price she
be Twenty-Five ($25.00) Dollars per share or mtiie &mount of the Average Bid Price which mustdigeved to permit conversion
pursuant to Subparagraphs (a) (x) and (y) and Sagpaphs (b) (x) and (y) hereof shall be hereimaétferred to as the "Conversion Average
Bid Price"); or (z) for any fiscal year of the Corption ending on or before December 31, 1985Cigoration has net Income Per Share of
One ($1.00) Dollar or more, (the amount of net medPer Share, which must be achieved in orderrmipeonversion pursuant to
Subparagraphs (a) (z) and (b)

(2) hereof, shall be hereinafter referred to as'@mversion Net Income Per Share"), then the heldéClass "A" Preferred Stock, at their
option, shall have the right, exercisable at ameton or prior to the Expiration Date, to convésit shares of Class "A" Preferred Stock into
shares of Common Stock at the rate of the Convweisignber in effect on the date the conversion rigletxercised.

(b) Class "B" Preferred Stock. If (x) during theetwty-four (24) months following November 12, 1981 Average Bid Price shall be Sixteen
and 50/100 ($16.50) Dollars per share or morey)pafter twentyfour (24) months following November 12, 1981, theefage Bid Price she
be Twenty-Five ($25.00) Dollars per share or morgz) for any fiscal year of the Corporation ergdon or before December 31, 1985, the
corporation has Net Income Per Share of One artDB3$1.50) Dollars or more, then the holders @s8I'B" Preferred Stock, at their
option, shall have the right, exercisable at ameton or prior to the Expiration Date, to convésit shares of Class "B" Preferred St



into shares of Common Stock at the rate of the €mion Number in effect on the date the conversgt is exercised.

(c) The holder of any certificate for shares ofsSI®referred Stock desiring to convert any of slares pursuant to the provisions of
Paragraph (v) hereof shall surrender the holdertficate at the principal office of the Transfggent for the Common Stock, with the form
of written notice on the certificate of such elentio convert into Common Stock duly complete axetated. The holder of the shares so
surrendered for conversion shall be entitled teireca certificate or certificates for the numbgsivares of Common Stock to which the
holder shall be entitled upon such conversionsteged in the name of such holder.

The Corporation shall not be required to delivetifieates for shares of its Common Stock or newifieates for unconverted shares of Class
Preferred Stock while the stock transfer bookdtierrespective classes of stock are duly closedrgipurpose, but the right of surrendering
such shares for conversion shall not be suspengéutgdany period that the stock transfer booksithiee of such classes of stock are closed.

The conversion right shall be deemed to have beertised and the shares of Common Stock issualolie syoch conversion shall, subject to
the provisions of the first paragraph of this Subgeaph (c), be deemed to have been issued oratbefithe receipt by the Transfer Agent
for the Common Stock of the certificate represansinch shares of Class Preferred Stock with th@inements for conversion satisfied,
except that if the transfer books for the Commarcare closed on the date of such receipt, theazsion right shall be deemed to have |
exercised on the first date thereafter on whichitthiesfer books shall be open. The person entitledceive the Common Stock issuable upon
such conversion shall, on the date such convergibhis deemed to have been exercised and thereh# treated for all purposes as the
record holder of such Common Stock, and the rebotder of the Class Preferred Stock being convestedl, on the same date, cease to be
treated for any purpose as the record holder df Qllass Preferred Stock.

(d) The Conversion Number, the Conversion Averagemice and the Conversion Net Income Per Shaat Isé subject to adjustment from
time to time as follows:

(x) If the Corporation shall, at any time priortt@ Expiration Date, effect a subdivision of as @uon Stock, by reclassification or otherwise,
or if the Corporation shall, at any time prior ke tExpiration Date, effect a combination of its @oom Stock, by reclassification or otherwi
the Conversion Number in effect immediately prmstich subdivision or combination shall be incrdasedecreased, as the case may be
the Conversion Average Bid Price and the Conversienincome Per Share shall be decreased or iraigas the case may be, each such
change to be in proportion to the change in thebarrof the then outstanding shares of Common Stoakach such case, the adjustment in
the Conversion Number, the Conversion Average BiceRand the Conversion Net Income Per Share bbadffective on the date that such
subdivision or combination becomes effecti



(y) If the Corporation shall at any time, priorttee Expiration Date, declare a dividend on CommimeiSor make a distribution on Common
Stock payable in Common Stock, then, in each sask,drom and after the record date for determittiegshareholders entitled to receive
such dividend or distribution, the Conversion Numltiee Conversion Average Bid Price and the Coneerilet Income Per Share in effect
immediately prior to such date shall be increagediegreased proportionately, as the case may be.

(e) In the case of any reclassification or chartperathan as set forth in Subparagraph (d) abovleeodutstanding shares of Common Stock
prior to the Expiration Date (other than a changpar value, or from par value to no par valudra@m no par value to par value, or a change
of such shares into a greater or lesser numbérasés of the same or a different par value or witlpar value), or in case of any
consolidation or merger of the Corporation priothte Expiration Date with or into any other corgama (other than a merger in which the
Corporation is the surviving or continuing corparatand which does not result in any reclassifa@atconversion or change of the
outstanding shares of Common Stock), or in the oha@ay sale or conveyance to another corporati@il or substantially all the assets of
Corporation, in connection with which shares oreotbecurities or cash or other property shall beable, distributable, payable or deliver:
for outstanding shares of Common Stock, provistwail$e made so that holders of Class PreferreckStoall thereafter have the right to
convert each share of Class Preferred Stock imtditid and amount of shares of stock and/or otheursties or property receivable upon s
reclassification, change, consolidation or mergea lholder of the number and kind of shares of Com®&tock into which such share of
Class Preferred Stock might have been convertdjedito the terms of Paragraphs v(a) and (b) Heirmanediately prior to such
reclassification, change, consolidation or mergae foregoing provisions of this Subparagraph f@Jlsimilarly apply to successive
reclassifications and changes of shares of cagtitek and to successive consolidations or mergers.

(f) Whenever the Conversion Number, the Convergieerage Bid Price and the Conversion Net Income3Pare are required to be adjus
pursuant to Paragraphs v(d) and (e) hereof, thpaZation's independent certified public accounsdral compute the Conversion Number,
the Conversion Average Bid Price and the Converkienincome Per Share are adjusted, and shall grepeertificate setting forth such
adjustments and the facts upon which such adjustnaea based, and such certificate shall forthtttiled with the Transfer Agent for the
Class Preferred Stock and the Common Stock. ThpdZation shall mail notice of such adjusted Coneerdlumber, Conversion Average
Bid Price and Conversion Net Income Per Sharedh balder of Class Preferred Stock.

(g) Within thirty (30) days after conversion prigles, as set forth in Paragraphs v(a) and/or

(b) hereof shall accrue, the Corporation shall emdtice thereof to be mailed to the holders ofréof the Class "A" Preferred Stock and/or
the Class "B" Preferred Stock, as the case mageh holder shall thereafter be entitled to recall/aotices mailed by the Corporation to
holders of record of Common Stock.

(h) The Corporation shall at all times prior to thepiration Date reserve from the authorized andaured shares of its Common Stoc



sufficient number of shares to provide for the amsion of the Class Preferred Stock. Shares of Gamatock issued upon the conversion of
Class Preferred Stock shall be fully paid for an-4agsessable. Upon the conversion of any shai@ks$ Preferred Stock, the Corporation's

Retained Earnings (Surplus) Account shall be chivgigh an amount equal to the difference betweeratigregate par value of the shares of
Class Preferred Stock which are converted andgbeegate par value of the shares of Common Stoéktwadre issued upon such conversion.

() Any and all issue taxes which may be imposerkspect of any issue or delivery of stock uponcibreversion of any shares of Class
Preferred Stock into Common Stock, or of stock iret#e upon conversion thereof, shall be paid eypglrson or persons surrendering such
stock for conversion.

(vi) Redemption. Within six (6) months after theditation Date, the Corporation shall redeem allsSIBreferred Stock then outstanding at a
redemption price of $.05 per share. Holders of €Rrferred Stock shall, within fifteen (15) dayshe date fixed by the Corporation for
redemption, return all certificates evidencing 9aidss Preferred Stock to the Corporation, anatte rights of said holders shall be to
receive the redemption price.

(vii) Prohibition Against Reissuance. Any share&tdss Preferred Stock which shall be redeemedherwise acquired by the Corporation,
or which shall have been converted into CommonliStsitall not be reissued, and the authorized numbghares of Class Preferred Stock of
the Corporation shall be decreased by the numbghnares of Class Preferred Stock redeemed, otleeasiguired by the Corporation or
converted into Common Stock.

(vii) Elimination of Preemptive Rights. No holdef securities of any class of the Corporation shalentitled as such, as a matter of right, to
subscribe for or purchase any part of any new ditiathal issue of securities of any class of thegdoation, whether now or hereafter
authorized, except only as may be otherwise exjyressvided with respect to Preferred Stock.

Sixth. Shareholder's cumulative voting rights fog election of directors are eliminated and denied.

Seventh. (a) The Directors, other than those why Ineaelected by the holders of any class or sefisgck entitled to elect directors
separately, shall be classified, with respect ¢otittme for which they severally hold office, intoée classes, as nearly equal in number as
possible, as shall be provided in the manner sipédif the Bylaws of the Corporation, one class to be originalgcted for a term expiring
the annual meeting of shareholders to be held &b,18nother class to be originally elected forrentexpiring at the annual meeting of
shareholders to be held in 1986, and another tdass originally elected for a term expiring at #tmnual meeting of shareholders to be he
1987, with each class to hold office until its segsor is elected and qualified. At each annualimgef the shareholders of the Corporation,
the successors of the class of Directors whose ¢éapires at that meeting shall be elected to hildeofor a term expiring at the annual
meeting of shareholders held in the third yeaofeihg the year of their election.

(b) Except as otherwise provided for or fixed byparsuant to the provisions of Article Fifth hereefating to the rights of the holders of any
class or series of stock entitled to elect Direcs®parately, newly created directorships resuftimg any increase in the number of Directors
and separately, newly created directorships reguftom any increase in the number of Directors amyg vacancies on the Board of Directors
resulting from death, resignation, disqualificatioemoval or other cause shall be filled by thesbliors in the manner provided in the Byvs

of the Corporation, to hol



office for the remainder of the full term of theas$ of Directors in which the new directorship weesated or the vacancy occurred and until
such Director's successor shall have been eleogtdualified. No decrease in the number of Directmmstituting the Board of Directors
shall shorten the term of any incumbent Director.

(c) Except for the rights of any class or seriestotk entitled to elect Directors separately, Bingctor may be removed from office, without
assigning any cause, but only by the affirmativeevaf the holders of 80 percent of the combinedhgopower of the then outstanding shares
of stock entitled to vote generally in the electafrDirectors, voting together as a single class.

(d) Notwithstanding anything contained in the A& of Incorporation or By-laws to the contrarydaubject to the rights of any class or
series of stock entitled to elect Directors sedyathe affirmative vote of the holders of at 88 percent or more of the combined voting
power of the then outstanding shares of stockledtib vote generally in the election of directarsting together as a single class, shall be
required to alter, amend or repeal this Article ekl or to adopt any provision inconsistent hetewit

"Eighth. (a) The holders of all the shares outstagdnd entitled to vote may, by a majority votetie manner set forth in the By-laws, alter,
amend or repeal the By-laws of the Corporationyigied, however, that the affirmative vote of thédeos of 80 percent or more of the
combined voting power of the then outstanding shafestock entitled to vote generally in the eleetof directors, voting together as a single
class, shall be required to alter, amend or repeetions 3.1, 3.4, 3.11 or 8.1 of the Byvs, as set forth in Exhibit C to the Proxy Stageirof
April 27, 1984, of the Corporation, or to adopt gmgvision inconsistent therewith.

(b) The Board of Directors, by a majority vote loé tmembers thereof, may make, alter, amend or Irapgarovisions of the By-laws, in the
manner set forth in the By-laws. The shareholdead fiave the right to change such action by a ritgjaote of the shareholders entitled to
vote thereon at any Annual Meeting duly conveneerafotice to the shareholders of such purposejged, however, that the vote of the
holders of at least 80 percent of the combinechgapiower of all of the then outstanding sharesaflsentitled to vote generally in the
election of directors, voting together as a simlgess, shall be required to change such actionnegpect to Sections 3.1, 3.4, 3.11 or 8.1."

(c) Notwithstanding anything contained in the Ag&of Incorporation to the contrary, and subjedhe rights of any class or series of stock
entitled to elect Directors separately, the affitievote of the holders of at least 80 percerthefcombined voting power of the then
outstanding shares of stock entitled to vote géiydarathe election of directors, voting togetherasingle class, shall be required to alter,
amend or repeal this Article Eighth or to adopt prvision inconsistent herewith."

Ninth. The vote of shareholders of the Corporatnuired to approve any Business Combination dleadls set forth in this Article Nint
The term "Business Combination" shall have the rimggascribed to it in (a)(B) of this Article; eaother capitalized term used in this Article
shall have the meaning ascribed to it in (c) of thiticle.

(a)(A) In addition to any affirmative vote requirbgl law or the Articles of Incorporation or any egion adopted pursuant to Article Fifth of
the Articles of Incorporation, and except as othsevexpressly provided in (b) of this Article NindhBusiness Combination shall not be
consummated without the affirmative vote of thedeos of at least 80 percent of the combined vaiimger of the then outstanding shares of
stock of all classes and series of the Corporaititled to vote generally in the election of Dias ("Voting Stock"), in each case voting
together as a single class (it being understoaddngurposes of this Article Ninth, each sharehaf Voting Stock shall have the number of
votes granted to it pursuant to Article Fifth oéthrticle of Incorporation). Such affirmative vatball be required notwithstanding the fact
no vote may be required, or that a lesser percentay be specified, k



law or by the Articles of Incorporation or any rkgmn or resolutions adopted pursuant to ArticiithFof the Articles of Incorporation or in
any agreement with any national securities exchangtherwise.

(B) The term "Business Combination" as used in #rtgcle Ninth shall mean:

(1) any merger of consolidation of the Corporatiorany Subsidiary with (i) any Interested Sharebplat (ii) any other corporation or entity
(whether or not itself an Interested Shareholdénictvis, or after each merger or consolidation wdg, an Affiliate of an Interested
Shareholder; or

(2) any sale, lease, exchange, mortgage, pleduesfér or other disposition (in one transaction series of transactions) to or with any
Interested Shareholder or any Affiliate of any tetted Shareholder of all or a Substantial Pathe@fissets of the Corporation or any
Subsidiary; or

(3) the issuance or transfer by the Corporatioanyr Subsidiary (in one transaction or a seriesasfsactions) of any securities of the
Corporation or any Subsidiary to any Interested&malder or any Affiliate of any Interested Shadelko in exchange for cash, securities or
other property (or a combination thereof), otha@mntkthe issuance of securities upon the converdiocanvertible securities of the Corporation
or any Subsidiary which were not acquired by sutérested Shareholder (or such Affiliate) from @rporation or a Subsidiary; or

(4) the adoption of any plan or proposal for tlygiidation or dissolution of the Corporation propbbg or on behalf of an Interested
Shareholder or any Affiliate of any Interested &haider; or

(5) any reclassification of securities (includingyaeverse stock split), or recapitalization of @arporation, or any merger or consolidatiot

the Corporation with any of its Subsidiaries or atiyer transaction (whether or not with or intmtiierwise involving an interested
Shareholder) which in any such case has the effeettly or indirectly, of increasing the proportate share of the outstanding shares of any
class or series of stock or securities convertifttie stock of the Corporation or any Subsidiary ethis directly or indirectly beneficially

owned by any Interested Shareholder or any Aféliatt any Interested Shareholder;

(b) The provisions of (a) of this Article Ninth $haot be applicable to any Business Combinatiorespect of which all of the conditions
specified in either of the following paragraphs mda are met, and such Business Combination sballire only such affirmative vote as is
required by law and any other provision of the él&$ of Incorporation and any resolution or resohs of the Board of Directors adopted
pursuant to Article Fifth of the Articles of Incamtion.

(A) Such Business Combination shall have been ajgorby a majority of the Disinterested Directons, 0

(B) Each of the six conditions specified in thddualing clauses
(1) through (6) shall have been met:

(1) the aggregate amount of the cash and the Faikél Value as of the date of the consummatioh@Business Combination (the
"Consummation Date") of any consideration othentbase to be received by holders of Common Stoskiéh Business Combination shall
be at least equal to the higher of the following:

(i) (if applicable) the highest per share pricecliiding any brokerage commissions, transfer taréssaliciting dealers' fees) paid in order to
acquire any shares of Common Stock beneficiallyemhoy the Intereste



Shareholder which were acquired beneficially byhsinterested Shareholder (x) within the two-yeaiqueimmediately prior to the
Announcement Date or (y) in the transaction in Wwhicdbecame an Interested Shareholder, whicheJsgier; or

(i) the Fair Market Value per share of Common 8ton the Announcement Date or on the date on wihiehnterested Shareholder became
an Interested Shareholder (the Determination Daftigichever is higher; and

(2) the aggregate amount of the cash and the Faikét Value as of the Consummation Date of anyidenation other than cash to be
received per share by holders of shares of any otass or series of Voting Stock shall be at legstal to the highest of the following (it
being intended that the requirements of this cldB3€) shall be required to be met with respeat\ery class and series of such outstanding
Voting Stock, whether or not the Interested Shadsrdoeneficially owns any shares of a particulass or series of Voting Stock):

(i) (if applicable) the highest per share pricecliiding any brokerage commissions, transfer taréssaliciting dealers' fees) paid in order to
acquire any shares of such class or series of §&tock beneficially owned by the Interested Shalddr which were acquired beneficially
by such Interested Shareholder (x) within the twaryperiod immediately prior to the Announcementela (y) in the transaction in which it
became an interested Shareholder, whichever ihigh

(ii) (if applicable) the highest preferential amoyer share to which the holders of shares of slass or series of Voting Stock are entitled in
the event of any voluntary or involuntary liquidatj dissolution or winding up of the Corporationda

(iii) the Fair Market Value per share of such classeries of Voting Stock on the Announcement Dathe Determination Date, whichever
is higher; and

(3) the consideration to be received by holders pérticular class or series of outstanding Vo8iack (including Common Stock) shall be in
cash or in the same form as was previously paatder to acquire beneficially shares of such ctaisseries of Voting Stock that are
beneficially owned by the Interested Shareholderifithe Interested Shareholder beneficially owmares of any class or series of Voting
Stock that were acquired with varying forms of adagation, the form of consideration to be receibgdolders of such class or series of
Voting Stock shall be either cash or the form usealcquire beneficially the largest number of sharfesuch class or series of Voting Stock
beneficially acquired by it prior to the Announcerh®ate; and

(4) after such Interested Shareholder has becon@enested Shareholder and prior to the consunemati such Business Combination:

(i) except as approved by a majority of the Digiested Directors, there shall have been no fattudgeclare and pay at the regular dates
therefor the full amount of any dividends (whetbenot cumulative) payable on any class or sefiestazk having preference over the
Common Stock as to dividends or upon liquidation;

(i) there shall have been (x) no reduction indhaual rate of dividends paid on the Common Stegkdpt as necessary to reflect any
subdivision of the Common Stock), except as appidmea majority of the Disinterested Directors, #pdan increase in such annual rate of
dividends (as necessary to prevent any such ren)éti the event of any reclassification (includemyy reverse stock split) recapitalization,
reorganization or any similar transaction which theseffect of reducing the number of outstandimgres of the Common Stock, unless the
failure so to increase such annual rate was apgrbye majority of the Disinterested Directors; and

(iii) such Interested Shareholder shall not haveobee the beneficial owner of any additional shafégoting Stock except as part of the
transaction in which it became an Interested Siwddeh; and

(5) after such Interested Shareholder has becon@enested Shareholder, such Interested Sharatshdd not have received the benefit,
directly or indirectly (except proportionately astaareholder), of any loans, advances, guarargisiyes or other financial assistance or tax
credits or other tax advantages provided by the@mation, whether in anticipation of or in connentiwith such Business Combination or
otherwise; and

(6) a proxy or information statement describing pheposed Business Combination and complying vighrequirements of the Securities
Exchange Act of 1934 and the rules and regulatibeseunder (or any subsequent provisions replastief Act, rules or regulations) shall be
mailed to public shareholders of the Corporatioleast 30 days prior to the consummation of suc$irBass Combination (whether or not
such proxy or information statement is requirebéanailed pursuant to such Act or subsequent gomss

(c) For the purposes of this Article Ninth:
(A) A "person" shall mean any individual, firm, paration or other entity.
(B) "Interested Shareholder" shall mean any pe(strer than the Corporation or any Subsidiary) whahich:

(1) is the beneficial owner, directly or indiregtlyf more than 20 percent of the combined votinggroof the then outstanding shares of
Voting Stock; ot



(2) is an Affiliate of the Corporation and at aimpé within the two-year period immediately priorttee date in question was the beneficial
owner, directly or indirectly, of 20 percent or raaf the combined voting power of the then outstamdhares of Voting Stock; or

(3) is an assignee or has otherwise succeedee fuetheficial ownership of any shares of Voting Btibat were at any time within the two-
year period immediately prior to the date in quastieneficially owned by any Interested Shareholflsuch assignment or succession s
have occurred in the course of a transaction @esef transactions not involving a public offerwghin the meaning of the Securities Act of
1933.

(C) A person shall be a "beneficial owner" of angtiig Stock:
(1) which such person or any of its Affiliates osgociates beneficially owns, directly or indirecty

(2) which such person or any of its Affiliates osgociates has (a) the right to acquire (whethen sgbt is exercisable immediately or only
after the passage of time), pursuant to any agnegraeangement or understanding or upon the esesafi conversion rights, exchange rights,
warrants or options, or otherwise, or (b) the rightote or direct the vote pursuant to any agregnarangement or understanding; or

(3) which are beneficially owned, directly or inglitly, by any other person with which such persoany of its Affiliates or Associates has
any agreement, arrangement or understanding fquumose of acquiring, holding, voting or disposaigny shares of Voting Stock.

(D) For the purposes of determining whether a peis@n Interested Shareholder pursuant to (c){B)is Article Ninth, the number of sha
of Voting Stock deemed to be outstanding shalludelshares deemed owned through application &2)©f(this Article but shall not include
any other shares of Voting Stock that may be idgyalirsuant to any agreement, arrangement or uadeliag, or upon exercise of
conversion rights, warrants or options, or otheewis

(E) "Affiliate” and "Associate" shall have the regpive meanings ascribed to such terms in Rule2l@bthe General Rules and Regulations
under the Securities Exchange Act of 1934, asfacebn May 25, 1984.

(F) "Subsidiary" means any corporation of which entiran 50 percent of the combined voting powehefthen outstanding shares of stock
entitled to vote generally in the election of dim#s is owned, directly or indirectly, by the Coration or by a Subsidiary or by the
Corporation and one or more Subsidiaries; provitiethever, that for the purposes of the definitibinterested Shareholder set forth in
(c)(B) of this Article Ninth, the term "Subsidiarghall mean only a corporation of which a majodtyhe combined voting power of the then
outstanding shares of stock entitled to vote gdiyarathe election of directors is owned, directlyindirectly, by the Corporation.

(G) "Disinterested Director" means any member efBoard of Directors of the Corporation who is ditiated with, and not a nominee of,
the Interested Shareholder and was a member &dhasd prior to the time that the Interested Shdddrdecame an Interested Shareholder,
and any successor of a Disinterested Director whmaffiliated with, and not a nominee of, the tesged Shareholder and who is
recommended to succeed a Disinterested Directarrhgjority of Disinterested Directors then on treaRl of Directors.

(H) "Fair Market Value" means: (1) in the casetoktg, the highest closing sale price during thed@9-period immediately preceding the date
in question of a share of such stock on the praddimited States securities exchange registeredruhd Securities Exchange Act of 1934 on
which such stock is listed, or, if such stock is listed on any such exchange, the highest closétes price or bid quotation with respect to a
share of such stock during the 30-day period priegeitie date in question as quoted by the Natigsabciation of Securities Dealers, Inc.
Automated Quotations Systems or any system thesenor if no such quotations are available, tirenfiarket value on the date in questiol

a share of such stock as determined by a majdrityeoDisinterested Directors in good faith; anili(2the case of stock of any class or series
which is not traded on any United States registseadirities exchange nor in the over-the-counteketar in the case of property other than
cash or stock, the fair market value of such priypan the date in question as determined by a ntyjof the Disinterested Directors in good
faith.

() In the event of any Business Combination ineththe Corporation survives, the phase "other cemnation to be received" as used in (b)
(B)(1) and (2) of this Article Ninth shall includkee shares of the Common Stock and/or the sharmsyobther class of outstanding Voting
Stock retained by the holders of such shares.

(J) "Announcement Date" means the date of firstip@mnouncement of the proposed Business Combimati
(K) "Determination Date" means the date on whiahltiterested Shareholder became an Interestedtistdee

(L) "Substantial Part" means more than 50 percétiteobook value of the total assets of the eritguestion, as of the end of its most recent
fiscal year ending period to the Consummation Date.

(d) A majority of the Disinterested Directors oétlorporation shall have the right and power teweine, on the basis of information known
to them after reasonable inquiry, all facts neagsgadetermine compliance with this Article Ninth¢luding, without limitation (A) whether

a person is an Interested Shareholder, (B) the puwitshares of Voting Stock beneficially ownedamny person, (C) whether a person is an
Affiliate or Associate of another person and (D)ettter the requirements of (b) of this Article Nittéive been met with respect to ¢



Business Combination. The good faith determinatiba majority of the Disinterested Directors ontsuatatters shall be conclusive and
binding for all purposes of this Article Ninth.

(e) Nothing contained in this Article Ninth sha# bonstrued to relieve any Interested Sharehotder &ny fiduciary obligation imposed by
law.

(fH Notwithstanding anything contained in the Altig of Incorporation to the contrary, the affirmativote of the holders of at least 80 percent
of the voting power of the Voting Stock, voting &tlger as a single class, shall be required to, @teend, or repeal this Article Ninth or to
adopt any provision inconsistent herew



INTERDIGITAL COMMUNICATIONS CORPORATION
(a Pennsylvania corporation)
BY-LAWS
(as amended through October 6, 1996)
Section 1.1 Registered Office:

The Registered Office of the Corporation shall bé&l Third Avenue, King of Prussia, Pennsylvamilwtherwise changed by the Board of
Directors.

Section 2.1 Place of Shareholders' Meetings:

Meetings of the shareholders shall be held at #gidered Office of the Corporation or at such ofilace within or without Pennsylvania as
the Board of Directors may fix.

Section 2.2 Annual Meeting of Shareholders:

An Annual Meeting of shareholders shall be heldvuary calendar year at such time as the Board rgiciirs may fix. At the Annual Meeting
of shareholders, directors shall be elected toestvthe ensuing year or until their successoad e duly elected and qualified, and there
shall be transacted such other business as magnhrdye brought before the Meeting.

A financial report of the Corporation's businesefthe close of the preceding fiscal year shalptesented at the Annual Meeting, and shall
be sent to shareholders.

Section 2.3 Special Meetings of Shareholders:

Special Meetings of shareholders may be calledatime by the Chairman of the Board, the Presidetihe Board of Directors, or
shareholders entitled to cast not less than ottedifthe votes which all shareholders are entittedast at the particular meeting. At any time,
upon written request of any person entitled to @@lpecial Meeting, it shall be the duty of ther8&y to fix the date of such Special Mee

to be held



not less than five or more than sixty days afterréceipt of the request and to give due noticestifelf the Secretary shall neglect or refus
fix the date of the meeting and give notice therdw# person or persons making the request mag.do s

Section 2.4 Notice of Shareholders' Meetings:

At least five days' written notice shall be givdrany meeting of shareholders, unless a greatégef notice is required by law. Such notice
shall specify the place, day and hour of the mgetaind in the case of a Special Meeting of shadehs) the general nature of the business to
be transacted.

Section 2.5 Waiver of Notice of Shareholders' Meggi

Whenever written notice is required to be giverawy, by the Articles or these By-Laws, a writtenivea thereof signed by the person or
persons entitled to such notice, whether befor&ter the time stated therein, shall be deemedvatgrit to the giving of such notice. Except
in the case of a Special Meeting of shareholdesisher the business to be transacted nor the peirpiathe meeting need be specified in the
Waiver of Notice of such Meeting.

Attendance of a person, either in person or byyrakany meeting shall constitute a waiver of c@tf such meeting, except where a person
attends a meeting for the express purpose of dbgetr the transaction of any business becausm#ating was not lawfully called or
convened.

Section 2.6 Quorum for Shareholders' Meetings:

The presence, in person or by proxy, of the shadeh®entitled to cast a majority of the votes viaradl shareholders are entitled to cast on a
matter to be voted upon at a meeting of shareh®klsall constitute a quorum, and the acts of suchupm, at a duly organized meeting of
shareholders, shall constitute the acts of alsttereholders. The shareholders present at a dygyimed meeting can continue to do business
until adjournment, notwithstanding the withdrawfeaough shareholders to leave less than a quorum.
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Section 2.7 Conduct of Shareholders' Meetings:

Meetings of the shareholders shall be presided loyd¢ine Chairman of the Board, or if he is not pregsby the President or, if he is not
present, by a Vice-President or, if none of theifdhan of the Board or the President or Vice-Praside present, by a Chairman to be chosen
at the meeting. The Secretary of the Corporatioim bis absence, an Assistant Secretary or onpdearily designated as such shall act as
Secretary of the meeting.

Section 2.8 Shareholders Participation by Telephone

One or more shareholders may participate in anytingeef shareholders by means of conference teleploo similar communications
equipment by means of which all persons partiaiggith such meeting can hear each other.

Section 2.9 Voting by Shareholders:

Except as otherwise provided by law or in the Aetic every shareholder of record shall have th&, it every shareholders' meeting, to one
vote for every share standing in his name on tlek®of the Corporation. Every shareholder entittedote at a meeting of shareholders or to
express consent to corporate action in writing ettt meeting may authorize another person or persoact for him by proxy.

All voting and elections shall be taken viva vocdeass a vote by ballot shall be demanded by a kbhter before the voting or election
begins, or unless otherwise required by law orgyArticles.

Section 2.10 Judges of Election:

In advance of any meeting of shareholders, the ofDirectors may appoint Judges of Election, wked not be shareholders, to act at :
meeting or any adjournment thereof. If Judges ettbn be not so appointed, the Chairman of thetingpenay, and on the request of any
shareholder or his proxy shall, make such appointatethe meeting. The number of Judges shall beoothree, and no candidate shall a
a Judge. On request of the Chairman of the meetiln§ any shareholder or his
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proxy, the Judges shall make a report in writinguof challenge or question or matter determinethbgn and execute a certificate of any fact
found by them.

Section 2.11 Adjournment of Meetings:

Adjournment of any meeting may be taken, but angting at which Directors are to be elected shakdjeurned only from day to day, or-
such longer periods not exceeding fifteen days e&ximay be directed by the holders of at leashjanity of the shares entitled to be voted at
an election of directors, until such Directors hheen elected. When a meeting is adjourned, it Bbabe necessary to give any notice of the
adjourned meeting or of the business to be traedahereat, other than by announcement at the mge&tiwhich such adjournment is taken.
In case of any meeting called for the election n&Etors, those who attend the second of such aaoumeeting, although less than a
qguorum, shall nevertheless constitute a quorunth®@ipurpose of electing Directors.

Section 3.1 Board of Directors, Number, QualifioatiElections, Term of Office and Compensation:

The business and affairs of the Corporation shethianaged by a Board of not less than five (5)mare than fifteen (15) Directors, as may
be fixed from time to time by the vote of a majpiiff the whole Board. Directors shall be of fulleadput need not be residents of
Pennsylvania or shareholders of the Corporation.

The Directors, other than any who may be electetheyholders of shares of any class or seriesooks#ntitled to elect Directors separately
pursuant to the terms of Articles Fifth of the &l#is of Incorporation or any resolution or resauos providing for the issuance of such stock
adopted by the Board of Directors shall be clasdijfivith respect to the duration of the term foichithey severally hold office, into three
classes as nearly equal as possible (each, indilyda "Three Year Class", and collectively the @& Year Classes"). Such Three Year Class
which shall be elected at the Annual Meeting ofr8halders held in 1993 for a term expiring at thendal Meeting of Shareholders to be

held in 1996 shall be designated as "Class A"stttond Three Year Class to be elected at the Avieeling of
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Shareholders held in 1994 for a term expiring atAhnual Meeting of Shareholders to be held in 1§94l be designated as "Class B"; and
the third Three Year Class to be elected at theudhRleeting of Shareholders held in 1995 for a texpiring at the Annual Meeting of
Shareholders to be held in 1998 shall be desigregé@lass C". The Board of Directors shall inceeasdecrease the number of Directors in
one or more classes as may be appropriate wheiévereases or decreases the number of Directmsupnt to this

Section 3.1, in order to ensure that the threed Niear Classes shall be as nearly equal in nuntbgossible. At each Annual Meeting of
Shareholders, the successors of the class of Diszathose term expires at that meeting shall betetdeto hold office for a term expiring at
the Annual Meeting of Shareholders held in thedtlyar following the year of their election.

The Board of Directors shall have the authoritfixadhe compensation of Directors for their serg@nd to authorize payment for expenses of
attendance at meetings. A Director may also béagied officer or employee of the Corporation.

The Board of Directors may elect a Chairman whdl sivhen present, preside at all meetings of tharBaf Directors and at all meetings of
shareholders. The Chairman may appoint another reeoflthe Board to preside in his absence.

Section 3.2 Quorum for Directors' Meetings:

A majority of the Directors in office shall be nesary to constitute a quorum for the transactiobusiness, and the acts of a majority of the
Directors present at a meeting at which a quorupmasent shall be the acts of the Board of DirectarDirector who is present at a meeting
shall be counted in determining the presence afoaign even though a contract or transaction betwheCorporation and such Director or

another business in which such Director has a fishinterest is authorized at the meeting.

Section 3.3 Directors' Consent in Lieu of Meeting:
Any action which may be taken at a meeting of tbhar@ of Directors or of any Committee thereof maytdken without a
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meeting if a consent or consents in writing, sgtforth the action so taken, shall be signed byfahe Directors or the members of the
Committee, as the case may be, and shall be fiitdtihae Secretary of the Corporation. One or moired@ors may participate in a meeting of
the Board of Directors or a Committee thereof byangeof a conference telephone or similar commuisicstequipment by means of which
all persons participating in such meeting can leeah other.

Section 3.4 Vacancies in Board of Directors:

Except as otherwise provided for or fixed pursuarthe Articles of Incorporation of the Corporatioewly created directorships resulting
from an increase in the number of Directors, andwatancies on the Board of Directors resultingnfideath, resignation, disqualification,
removal or other cause shall be filled by the \ajta majority of the remaining members of the Boankn though less than a quorum. Any
person so elected shall hold office for the remairaf the full term of the class of Directors iniaiinthe directorship was created or the
vacancy occurred and until such Director's suceedtsll have been elected and qualified. No deergathe number of Directors constituting
the Board of Directors shall shorten the term of @mecumbent Director.

Section 3.5 Place of Meeting of Board of Directors:

The meetings of the Board of Directors may be lag¢lsuich place within Pennsylvania, or elsewhere, msjority of the Directors may from
time to time appoint or as may be designated imtige calling the meeting.

Section 3.6 Organization Meeting of the Board afebiors:
After the election of Directors by the shareholdéns newly elected Board may meet for the purpdseganization or otherwise:

(a) Immediately following their election, or at $uttme and place as shall be fixed by vote of tieraholders at the Annual Meeting (and in
either such case no notice of such meeting to ¢hdynelected



Directors shall be necessary in order legally tastitute the meeting, provided a majority of theolehBoard shall be present); or
(b) At such time and place as may be fixed by conisewriting of all the Directors.

Section 3.7 Regular Meetings of the Board of Divex:t

Regular Meetings of the Board of Directors shalhk#l at such time and place as shall be deterntipedmajority of the Board.
Section 3.8 Special Meetings of the Board of Divex:t

Special Meetings of the Board of Directors may aked by the Chairman of the Board, President @r&ary on at least two days' notice to
each Director, either personally or by mail or bgdimile transmission, of the time and place ohsBpecial Meeting. At the written request
of two Directors, Special Meetings shall be calbgdhe Chairman of the Board or President or Sagyeh like manner and on like notice.

Section 3.9 Adjournments of Meetings of the Bodr®ioectors:

If a meeting of the Board of Directors is adjournigghall not be necessary to give any noticéhefadjourned meeting, or of the business to
be transacted at an adjourned meeting, other thamtouncement at the meeting at which such adjeemnhis taken.

Section 3.10 Powers of Board of Directors:

A. Organizational Meeting: At the first meetingtbe Board of Directors in each year (at which argooshall be present) held next after the
Annual Meeting of shareholders, it shall be theydiftthe Board of Directors to elect or appoint ttificers of the Corporation.

B. General Powers: The Board of Directors shalehal/the power and authority granted by law toeBiors except as may be specifically
excepted by the Articles or by these By-Laws.



C. Committees: The Board of Directors, by Resoludopted by a majority thereof, may designatexacive Committee and one or more
other committees, each of which shall consist ¢éast two Directors and such other Directors adl §ie appointed by the Board of Directors
to serve as alternate members of any such Comnbittexplace any absent or disqualified member awiGommittee Meeting. In the event t
any member of any such Committee shall be absemt frr disqualified at such Meeting, the member embers thereof present at any such
Meeting and not disqualified from voting, whethemot he or they constitute a quorum, may unaniyoaigpoint another Director to act at
the Meeting in the place of any such absent ondikiied member. Any such Committee shall have exetcise the authority of the Board of
Directors in the management of the business arditrsifff the Corporation to the extent providednia Resolution creating such Committee.

Section 3.11 Removal of Directors by Shareholders:

Subject to the right of any class or series oflserttitled to elect Directors separately, any Diveenay be removed from office, without
assigning any cause, but only by the affirmativee\af the holders of at least 80 percent of thelioed voting power of the then outstanding
shares of stock entitled to vote generally in tleetéon of Directors, voting together as a singass.

Section 3.12 The Chairman of the Board - PowersCantés:

The Chairman of the Board shall, when present,¢geest all meetings of the Board of Directors ahdlbameetings of shareholders. Unless
otherwise directed by the Board of Directors, th@i@nan of the Board shall have full power and arit on behalf of the Corporation to
attend and act and vote at any meeting of the bBblters of any corporation in which the corporatioay hold stock, and at any such mee
he shall possess and may exercise any and akkafghts and powers incident to the ownership ohsstock which the Corporation, as the
owner thereof, might have possessed and exerdipeglsient. The Board of Directors may, by resohjtioom time to time confer like powers
upon any other person or persons. He shall alsmdo



perform such other duties as from time to time fm@yassigned to him by the Board of Directors.
Section 4.1 Officers:

The Officers of the Corporation shall be a Chieéé&ixtive Officer, a President, a Secretary, andeadurer, all of whom shall be elected or
appointed by the Board of Directors. The Board wéEtors may also elect one or more Vice-Presidams or more Assistant Treasurers and
one or more Assistant Secretaries. Any two or noffiees may be held by the same person.

The Board of Directors may at any time also eleappoint such other officers, assistant officerd agents as it shall deem necessary and ac
the needs of the Corporation may require. Suchr aiffieers, assistant officers and agents shalehauch authority and shall perform such
duties as from time to time may be prescribed leyBbard of Directors.

The Officers shall be elected each year at thenizgtion meeting of the Board of Directors, butdt so elected, they, and any assistant
officers or agents the Board of Directors shaliidet® appoint, may be elected from time to timeirty the year. It shall not be necessary for
any officer of the Corporation to be a Director.

Section 4.2 The Chief Executive Officer - Powerd &uties:

The Chief Executive Officer shall have respondipifor general supervision and direction of theibess of the Corporation, subject to the
overall supervision of the Board of Directors. Wid@therwise directed by the Board of Directors,@hief Executive Officer shall have full
power and authority on behalf of the Corporatioattend and act and vote at any meeting of theebo#ders of any corporation in which the
Corporation may hold stock, and at any such medtinghall possess and may exercise any and &lkafghts and powers incident to the
ownership of such stock which the Corporation,\@eear thereof, might have possessed and exerciggdsént. Further, unless otherwise
directed by the Board of Directors, the Chief ExeuOfficer is authorized to execute in the narhthe Corporation
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contracts and other documents requiring the sigeatiithe Corporation. He shall also do and perfeuch other duties as from time to time
may be assigned to him by the Board of Directors.

Section 4.3 The President - Powers and Duties:

The President shall have responsibility for dayty-supervision and direction of the regular bussrend operations of the Corporation,
subject to the overall supervision of the Boar@®ogctors and the Chief Executive Officer. Unlesisepwise directed by the Board of
Directors, the President shall have full power aathority on behalf of the shareholders of the Gmafpion to attend and act and vote at any
meeting of the shareholders of any corporationtiictvthe Corporation may hold stock, and at anyhsueeting shall possess and may
exercise any and all of the rights and powers emtido the ownership of such stock which the Capion, as the owner thereof, might have
possessed and exercised if present. Further, unilessvise directed by the Board of Directors, Rnesident is authorized to execute in the
name of the Corporation contracts and other doctsrequiring the signature of the Corporation. Hallsalso do and perform such other
duties as from time to time may be assigned tolhyrthe Board of Directors.

Section 4.4 The Vice-President - Powers and Duties:

A Vice-President or Vice-Presidents shall be elétte the Board of Directors, if the Board of Direxs determines that such offices shall be
created. The Vice-President (or, if there are ntloa@ one, then each Vice-President) shall have gaalers and shall perform such duties as
may from time to time be assigned to him or thenthgyBoard of Directors or by the Chairman of tleaRl or by the President. Unless
otherwise ordered by the Board of Directors, theeMPresident (or Vice-Presidents in order of thaimbered designations) shall, in the case
of death, resignation, absence or disability ofRhesident, perform the duties of that Officer ilthe return of the President, or until the
disability shall have been removed or a new Prasisleall have been elected.

Section 4.5 Treasurer - Powers and Duties:
The Treasurer shall have the custody of all thel$temd
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securities of the Corporation which may come iritoHands. When necessary or proper (unless othewikered by the Board of Directors)
he shall (a) endorse for collection on behalf &f @orporation, checks, notes and other obligatisieposit the same to the credit of the
Corporation in such banks or depositaries as treedof Directors may designate and (c) sign akigs and vouchers for payments made by
the Corporation. He shall, at all reasonable tireghjbit his books and accounts to the Board oé&wrs of the Corporation upon the request
of any Director, and he shall also, if so diredgdhe Board of Directors, annually prepare andrtito the Annual Meeting of the
shareholders a full statement of the assets ahtlities of the Corporation and of its transacti@hsing the preceding year, and he shall have
such other powers and shall perform such otheeslats may be assigned to him from time to timénbyBoard of Directors. He shall give
such bond for the faithful performance of his dsites may be required by the Board of Directors.

Section 4.6 Assistant-Treasurer - Powers and Duties
Each Assistant-Treasurer shall have such powergaridrm such duties as may be assigned to hichébard of Directors.
Section 4.7 Secretary - Powers and Duties:

Unless otherwise ordered by the Board of Directibws, Secretary shall keep the minutes of all mgetof the shareholders and of the Board
of Directors in proper books to be kept for suchppse, and shall attend to the giving of all natibg the Corporation, including notices of
meetings of shareholders and of the Board of DirecHe shall have charge of the share certifibatiks, transfer books, capital stock ledger
and such other books and papers as the Board eftbis may direct. He shall in general perfornttal duties incident to the office of
Secretary and shall have such other powers andrpedguch other duties as may be assigned to hitheoBoard of Directors.

Section 4.8 Assistant Secretary - Powers and Duties
Each Assistant Secretary shall have such powerparidrm such duties as may be assigned to hitneon by the Board of Directors.
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Section 4.9 Removal and Vacancies:

The Board of Directors shall have power to remawe @tficer from office at any time and shall alsavie the power to fill any vacancies in
any office occurring from whatever reason. Such groshall be exercised by a majority vote of theeBliors in office at the time of such
removal or vacancy, although less than a quorum.

Section 5.1 Share Certificates:

Every shareholder of record shall be entitled share certificate representing the shares ownddrbyprovided that the shares represented
thereby shall have been fully paid for. Such slearéficate shall be signed by the Chairman ofBbard, President, or a Vice-President, and
by the Secretary or Treasurer except where suaie seatificate is signed by a transfer agent argastrar, in which case the signature of any
officer of the Corporation upon such share cedificmay be a facsimile, engraved or printed.

Section 5.2 Transfer of Share Certificates:

The transfer of a share certificate and the sham@mesented thereby shall be made on the bookedEorporation only by the registered
owner thereof or by his attorney duly authorizedviiting to make such transfer, and only upon sudte of such share certificate, which s
be canceled at the time of transfer.

The Corporation shall be entitled to treat the bolof record of any share certificate or certifisatind the shares represented thereby as the
holder in fact thereof, and accordingly shall netdmund to recognize any equitable or other claimrtinterest in such share certificate or
certificates and shares on the part of any othesome whether or not it shall have express or atiotice thereof, except as otherwise expre
provided by law or by the Articles.

Section 5.3 Lost Share Certificate:
The holder of any certificate representing shafesark of the Corporation shall immediately notifye Corporation
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of any mutilation, loss or destruction thereof, dmel Board of Directors may, in its discretion, awne or more new certificates for the same
number of shares in the aggregate to be issuagttorelder upon the surrender of the mutilatedfozate, or in the case of loss or destruc

of the certificate, upon satisfactory proof of slmés or destruction and deposit of indemnity bgdor otherwise in such form and amount
and with such surety or sureties as the Board mfdiors may require to indemnify the Corporatioaiagt loss or liability by reason of the
issuance of such new certificate, but the Board,nmaigs discretion, refuse to issue such new fieates save upon the order of some court
having jurisdiction in such matters.

Section 6.1 Fiscal Year:
The fiscal year of the Corporation shall be estdigld by the Board of Directors.
Section 7.1 Indemnification:

(a) The Corporation shall indemnify and hold haissl& the fullest extent permitted under the Pemasja Business Corporation Law, the
Directors' Liability Act (the "DLA") and other apiphble law, as such laws existed on the date thisiéh 7.1 was adopted by the Board Of
Directors or, except as provided in Section 7.tiéfeof, as such laws may thereafter be amendedr{8§kania Law"), any person who was
or is a party or was or is threatened to be mgolerty to any threatened, pending or completed ac$oit or proceeding, whether civil,
criminal, administrative or investigative, includirwithout limitation, an action by or in the rigbitthe Corporation (collectively, for purpos

of this Section 7.1 and Section 7.2 hereof, "Prdiugg), by reason of the fact that he is or wabas agreed to become a director or officer of
the Corporation, or is or was serving or has agteesrve at the request of the Corporation aseztdir or officer of another corporation, or if
a director or officer of the Corporation, is or wasving or has agreed to serve at the requeledforporation as an employee or agent of
another corporation, partnership, joint ventunestiior other enterprise, or by reason of

13



any action alleged to have been taken or omittehinsuch capacity, and may indemnify and hold esato the fullest extent permitted
under Pennsylvania Law any person who was or &y pr was or is threatened to be made a parydh a Proceeding by reason of the fact
that he is or was or has agreed to become an epwlmyagent of the Corporation, or, if any emplogeagent of the Corporation, is or was
serving or has agreed to serve at the requestedEtiporation as an employee or agent of anothgocation, partnership, joint venture, trust
or other enterprise, against expenses, liability lass (including, without limitation, attorneys'efls and disbursements, punitive and other
damages, judgments, fines, penalties, excise ssEssed with respect to an employee benefit aaoynts paid or to be paid in settlement
and costs and expenses of any nature) incurredhibynhconnection with such Proceeding and any apbheaefrom: provided, that such
indemnification shall not be made in any case witggeact or failure to act giving rise to the cldion indemnification is determined by a
court in a final, binding adjudication to have ciitased willful misconduct or recklessness.

(b) The Corporation may indemnify and hold harmlesthe fullest extent permitted under Pennsylvaaia any person who was or is a ps
or was or is threatened to be made a party to amgeding, by reason of any of his actions in aoffigial capacity while serving as a
director, officer, employee or agent of the Corpiora against expenses, liability and loss inclgdivithout limitation, attorneys's fees and
disbursements, punitive and other damages, judgsiferes, penalties, excise taxes assessed vgpleceto an employee benefit plan,
amounts paid or to be paid in settlement and @sisexpenses of any nature incurred by him in cctiorewith such Proceeding and any
appeal therefrom: provided, that such indemnifarashall not be made in any case where the aciilard to act giving rise to the claim for
indemnification is determined by a court in a fif@ihding adjudication to have constituted willfalsconduct or recklessness.
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(c) The termination of any Proceeding by judgmender, settlement, conviction, or upon a plea daftgor nolo contendere, or its equivalent,
shall not, of itself, create a presumption thatghesons's conduct constituted willful misconductezklessness.

(d) Expenses incurred by a director or officer éfieshding a Proceeding shall be paid by the Corfmorét advance of the final disposition of
the Proceeding, provided that, if Pennsylvania eguires, the payment of such expenses shall be mrag upon receipt of an undertaking
by or on behalf of the director or officer to repych amount if it shall ultimately be determinkdtthe is not entitled to be indemnified by
Corporation as mandated in this

Section 7.1 or otherwise. Expenses incurred byr@h®loyees and agents may be so paid to the eptevided by the Board of Directors,
upon receipt of the foregoing undertaking by obehalf of the employee or agent.

(e) The indemnification provided by this Sectiofh ghall be in addition to and not exclusive of attyer rights to which those seeking
indemnification may be entitled under Pennsylvarawa/, or under any By-Law, agreement executed byOibigoration, insurance policy,
fund of any nature established by the Corporatioie of shareholders or disinterested directomstioerwise. The indemnification so provic
by this Section 7.1 or otherwise, may be grantedtidr or not the Corporation would have the powendemnify such person under any
provision of Pennsylvania Law other than the DLA.

(f) The indemnification provisions of this Sectidrl shall constitute a contract between the Cotmorand each of its directors, officers,
employees and agents who are or may be entitledignnification hereunder and who serve in any siagiacity at any time while such
provisions are in effect. Any appeal or modificatiaf the indemnification provisions of this Sectioid shall not limit any such person's rig
to indemnification (including the advancement gbemses) then existing or arising out of events acbmissions occurring prior to such
repeal or modification, including, without
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limitation, the right to indemnification with respteo Proceedings commenced after such repeal dification based in whole or in part up
any such event, act or omission.

(g) The Corporation may create a fund of any natwtéch may, but need not be, under the contral wtistee, or otherwise may secure or
insure in any manner its indemnification obligadpwhether arising under or pursuant to this Sectid or otherwise.

(h) The Corporation may purchase and maintain arsee to insure its indemnification obligations ahalf of any person who is or was or
has agreed to become a director, officer, employegent of the Corporation, or is or was servintpha request of the Corporation as a
director, officer, employee or agent of anothepeooation, partnership, joint venture, trust or otheterprise, against any expense, liability or
loss asserted against him and incurred by him dri®behalf in any such capacity, or arising ouhisfstatus as such, whether or not the
Corporation would have the power to indemnify higaiast such liability under the provisions of tBisction 7.1 or under any provision of
Pennsylvania Law other than the DLA.

() The indemnification provided by this Sectior Bhall continue as to a person who has ceaseslaadivector, officer, employee or agent
and shall inure to the benefit of the heirs, execuand administrators of such a person.

(j) If Section 7.1 or any portion thereof shallibgalidated on any ground by any court of compejperigdiction, then the Corporation shall
nevertheless indemnify each director or officed aray indemnify each employee or agent of the Qatn, as to expenses, liability and
loss (including, without limitation, attorneys' feand disbursements, punitive and other damagdgments, fines, penalties, excise taxes
assessed with respect to an employee benefit mhaoynts paid or to be paid in settlement and @uisexpenses of any nature) incurred by
him in connection
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with any Proceeding, including an action by ortia tight of the Corporation, to the fullest extpatmitted by any applicable portion of this
Section 7.1 that shall not have been invalidatetitarihe fullest extent permitted by applicable.law

Section 7.2 Limitation on Directors' Personal Llaypi

(a) To the fullest extent permitted under the DlaA,it existed on the date this Section 7.2 wastedogr, except as provided in subsection 7.2
(e), as such law may thereafter be amended, aaliretthis Corporation shall not be personallpleafor monetary damages as a result of
action or failure to act unless both: (1) the dioedas breached or failed to perform the dutidsi@bffice under

Section 8363 of the DLA: and (2) the breach onf&lto perform constitutes self-dealing, willfulsoonduct or recklessness.

(b) The provisions of this Section 7.2 shall ngplgigo: (1) the responsibility or liability of adictor pursuant to any criminal statute: or (2)
the liability of a director for the payment of taxgursuant to local, state or federal law.

(c) The termination of any Proceeding by judgmender, settlement, conviction, or upon a plea dftgor nolo contendere, or its equivalent,
shall not, of itself, create a presumption thatdhector breached or failed to perform the dutiEkis office under Section 8363 of the DLA
and that the breach or failure to perform congtigelf-dealing, willful misconduct or recklessness

(d) Notwithstanding the date of adoption of this
Section 7.2, the provisions of Section 7.2 shalyapo any action filed or breaches of performaatduty or any failure of performance of
duty by any director on or after January 27, 1987.

(e) No amendment to or repeal of this Section 7@ relevant provisions of the DLA shall redulee timitation on directors' personal
liability for or with
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respect to any events, acts or omissions of sueltdr occurring prior to such amendment or regraluding, without limitation, the
limitation on personal liability with respect toyaRroceedings commenced after such repeal or nsatdn based in whole or in part upon
such event, act or omission.

Section 8.1 Amendments to By-Laws:

The holders of all the shares outstanding andledtib vote may, by a majority vote, make, altengad or repeal any provision of these By-
Laws at any Annual or Special Meeting duly conveattdr notice to the shareholder of the meetingeteld for such purpose, provided,
however, that the affirmative vote of the holdefratdeast 80 percent of the combined voting posfeall the then outstanding shares of stock
entitled to vote generally in the election of dimes, voting together as a single class shall Qaired to alter, amend or repeal Sections 3.1,
3.4, 3.11 or this Section 8.1, or to adopt any fgion inconsistent therewith.

The Board of Directors, by a majority vote of thembers thereof, may make, alter, amend or repggbiavisions of these By-Laws at any
Regular or Special Meeting, duly convened afteicedib the Directors of such purpose. The sharahslshall have the right to change such
action by a majority vote of the shareholders ktito vote thereon at any Annual Meeting which rheyduly convened for the purpose of
changing such action, after notice to the sharasldntitled to notice thereof, provided, howetlsat the vote of the holders of at least 80
percent of the combined voting power of all of then outstanding shares of stock entitled to veteegally in the election of directors, voting
together as a single class, shall be requireddagd such action with respect to Sections 3.1,3314, or this Section 8.1.

Section 9.1 Control-Share Acquisitions:

Subchapter G - "Control-Share Acquisitions" of Cleaj25 of Title 15 of the Pennsylvania ConsolideBtatutes, as existing on July 18, 1990
or as may thereafter be amended, shall not becaiyhdi to the Corporation.
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Section 10.1 Disgorgement by Certain Controllingu@holders:

Subchapter H - "Disgorgement by Certain ControlBitareholders Following Attempts to Acquire Coritafl Chapter 25 of Title 15 of the
Pennsylvania Consolidated Statutes, as existinfunl8, 1990 or as may thereafter be amended,rsbtabe applicable to the Corporation.
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INTERDIGITAL COMMUNICATIONS CORPORATION

1995 STOCK OPTION PLAN FOR EMPLOYEES AND OUTSIDE DIRECTORS
(As amended June 24, 1996)

SECTION 1. PURPOSES.

The purposes of the Plan are (a) to recognize amgppensate selected Employees and Outside Diresfttine Company and its Subsidiaries
who contribute to the development and successeo€tbmpany and its Subsidiaries;

(b) to maintain the competitive position of the Guamy and its Subsidiaries by attracting and retgiigualified Employees and Outside
Directors of the Company; and (c) to provide ineentompensation to Employees based upon the Coyigpperformance as measured by
the appreciation in Common Stock. The Discretior@pfions granted pursuant to the Plan are intetmlednstitute either Incentive Stock
Options within the meaning of Section 422 of thel€or Non-Qualified Stock Options except that nehtive Stock Option will be granted
to persons other than Employees as that term @fiadly defined with respect to Incentive Stocktidns. The Non-Discretionary Options
granted pursuant to the Plan are intended to ¢atestNon-Qualified Stock Options. The terms of #Bian shall be incorporated in any Option
Agreement to be executed by an Optionee and tleedf/@ptions granted will be specified in the Agremt.

SECTION 2. DEFINITIONS.
(a) "Board" shall mean the Board of Directors &f @ompany, as constituted from time to time.
(b) "Change of Control" shall mean the occurrenicany of the following events:

(i) the acquisition in one or more transactionsahy "Person” (as the term person is used for peposSections 13(d) or 14(d) of the
Exchange Act) of "Beneficial Ownership" (as theridyeneficial ownership is used for purposes of R@@-3 promulgated under the
Exchange Act) of fifty percent (50%) or more of tembined voting power of the Company's then ontlitay voting securities (the "Voting
Securities"), provided that for purposes of this

Section 2(b)(i), the Voting Securities acquirecedtty from the Company by any Person shall be eedufrom the determination of such
Person's Beneficial Ownership of Voting Securiflast such Voting Securities shall be included ia tlalculation of the total number of
Voting Securities then outstanding); or

(i) approval by shareholders of the Company of §Aerger, reorganization or consolidation invalvihe Company if the shareholders of
the Company immediately before such merger, reazgtian or consolidation do not or will not own e@tly or indirectly immediately
following
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such merger, reorganization or consolidation, ntioaa fifty percent (50%) of the combined voting powef the outstanding voting securities
of the corporation resulting from or surviving sunkrger, reorganization or consolidation in sultgiy the same proportion as their
ownership of the Voting Securities immediately wefeuch merger, reorganization or consolidatior{Byr(1) a complete liquidation or
dissolution of the Company or (2) an agreementHersale or other disposition of all or substahtiall of the assets of the Company; or

(iii) acceptance by shareholders of the Comparshafes in a share exchange if the shareholdene @empany immediately before such
share exchange do not or will not own directlyratiiectly immediately following such share exchangare than fifty percent (50%) of the
combined voting power of the outstanding votingusiies of the corporation resulting from or sulimy such share exchange in substantially
the same proportion as the ownership of the VdBiagurities outstanding immediately before suchesbachange.

(c) "Code" shall mean the Internal Revenue CodE986, as amended.

(d) "Committee" shall mean the Compensation andiS@ption Committee of the Board, or any committééhe Board performing similar
functions, as appointed from time to time by theib The Committee shall be constituted so as tmip¢he Plan to comply with Rule 16b-3
promulgated under the Exchange Act, as the sameébmaynended from time to time.

(e) "Company" shall mean InterDigital Communicasid®orporation, a Pennsylvania corporation.
(f) "Common Stock" shall mean common stock of tleen@any, $.01 par value per share.

(9) "Disability" or "Disabled" shall mean the indityi of an Optionee to render his or her normavarss to the Company resulting from a
mental or physical illness, impairment or any othierilar occurrence which can be expected to résuleath or which has lasted or can be
expected to last for a period of twelve (12) consee months, as determined by the Board of Dinecto

(h) "Discretionary Option" shall mean an IncentSt®ck Option or a Non-Qualified Stock Option (othgain a Non-Discretionary Option).
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(i) "Employee" shall mean (i) any person (includdfigectors and officers) who is employed by the @any or a Subsidiary and is
compensated for such employment by a regular safaaiy(ii) any consultant or advisor engaged byGbmpany or a Subsidiary (other than
officers or directors), provided that bona fideveegs shall be rendered by consultants or advisedssuch services must not be in connection
with the offer or sale of securities in a capitaising transaction; except that an Employee foppses of a Discretionary Option that is an
Incentive Stock Option shall mean only a persoalgiding officers and directors) who is employedthy Company or a subsidiary and is
compensated for such employment by a regular salary

() "Exchange Act" shall mean the Securities ExdeAct of 1934, as in effect from time to time.
(k) "Fair Market Value" shall mean the fair markatue of a share of Common Stock, as determinesujpmit to Section 9 hereof.
() "Grant Date" shall mean July 1 of each yeaiirtfyithe term of this Plan commencing 1995.

(m) "Incentive Stock Option" shall mean any optintended to be and designated as an incentive siatidn within the meaning of Section
422 of the Code.

(n) "Non-Discretionary Option" shall mean a Non-(¥ied Stock Option to purchase Common Stock teajranted to Outside Directors
pursuant to Section 7 hereof.

(o) "Non-Qualified Stock Option" shall mean an @ptiwhich does not qualify as an Incentive Stocki@pt
(p) "Option" shall mean a Discretionary Option arMon-Discretionary Option.

(q) "Option Agreement" shall mean a written agreeinie such form or forms as the Committee (subjethe terms and conditions of this
Plan) may from time to time approve evidencing eaftecting the terms of a Option.

(r) "Optionee" shall mean any Participant to whamOption has been granted under the Plan.

(s) "Outside Director" shall mean any member ofBloard who, on the date of the granting of an Gpkiereunder, is not an officer or
employee of the Company.

(t) "Participant” shall mean each Employee, Outfiitector, consultant and advisor who is eligildeparticipate in the Plan.
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(u) "Plan" shall mean this 1995 Stock Option PlanEmployees and Outside Directors, as amended tiromto time.

(v) "Proprietary Information” shall mean any anbcainfidential, proprietary, business and technicfdrmation or trade secrets of the
Company or of any Subsidiary or affiliate of thenGimany revealed, obtained or developed in the cafr&ptionee's employment with the
Company or in the course of Optionee's performaficervices for the Company in any other capa8tych Proprietary Information shall
include but shall not be limited to, methods ofdaration and manufacture, research, marketing ameloement plans and efforts, cost
information, pricing information, marketing methaaisd plans, identities of customers and supplieesCompany's relationship with actua
potential customers and the needs and requirernéatsy such actual or potential customers, andatingr confidential information relating
the business of the Company. Proprietary Infornmagioall not include (i) such information as mayneeessary or appropriate for an Optic

to disclose in the course of his employment fordffective and efficient discharge of his dutiesasEmployee of the Company or as may be
required by law to be disclosed; and (ii) suchiinfation as is readily available to the general jpuds long as such information did not
become available to the general public as a diretdirect result of Optionee's breach of his gdifion to maintain confidentiality.

(w) "Securities Act" shall mean the Securities AE1933, as in effect from time to time.
(x) "Shares" shall mean shares of Common Stock.

(y) "Stock Purchase Agreement" shall mean an aggaéim such form as the Committee may from timsn@ approve (subject to the terms
and conditions of this Plan), which an Optionee fayequired to execute as a condition of purclgaSimres upon exercise of an Option.

(2) "Subsidiary" shall mean a subsidiary corporatibthe Company, whether now or hereafter existamgl whether direct or indirect, as
defined in Sections 424(f) and (g) of the Code.

SECTION 3. PARTICIPATION.

Options shall be granted to such Participants gsheaselected from time to time by either the Cottemior the Board as set forth herein,
each in its sole discretion. Participants who arpByees shall be eligible to receive Discretiom@ptions under the Plan except that no
Discretionary Option that is an Incentive Stock iOptwill be granted to a Participant
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other than an Employee as that term is specifid#fjned with respect to Incentive Stock Optioretieipants who are Outside Directors
shall be eligible only to receive Non-Discretion@ptions under the Plan.

SECTION 4. ADMINISTRATION.

(a) Procedure. The portion of the Plan relatinthtogrant of Discretionary Options shall be admérsd by the Committee. The portion of
Plan relating to the grant of Non-Discretionary iOps$ shall be administered by the Board. All dexisi determinations and interpretations of
the Committee or the Board, as the case may bk bghfinal and binding on the respective Optionard any other holders of any Options
granted under the Plan.

(b) Powers of the Committee. Subject to the prowisiof the Plan, the Committee shall have the aityhin its discretion: (i) to grant
Discretionary Options; (ii) to determine the FaialMet Value per Share in accordance with SectiohtBe Plan; (iii) to determine the
exercise price of the Discretionary Options to kented in accordance with Sections 6 and 9 of the;Fiv) to determine the Employees to
whom, and the time or times at which Discretion@ptions shall be granted, and the number of Sharke subject to each such
Discretionary Option as described in greater datail

Section 6 hereof; (v) to prescribe, amend and melstiles and regulations relating to the Plan; ttvijletermine the terms and provisions of
each Discretionary Option granted under the Plach ®©ption Agreement and each Stock Purchase Agreteifiany (which need not be
identical with the terms of other Discretionary ©ps, Option Agreements and Stock Purchase Agretsinand, with the consent of the
Optionee, to modify or amend an outstanding Disonery Option, Option Agreement or Stock PurchageesA@ment provided that no
Incentive Stock Option may be modified if such astivould cause it to cease to be an "IncentivekS@ation”, unless the Optionee
specifically acknowledges and consents to the émsequences of such action; (vii) to acceleratexieecise date of any Discretionary
Option; (viii) to determine whether any Employed| e required to execute a stock repurchase ageear other agreement as a condition
to the exercise of a Discretionary Option, anddtednine the terms and provisions of any such ageee (which need not be identical with
the terms of any other such agreement) and, wilttimsent of the Optionee, to amend any such agraelix) to interpret the Plan or any
agreement entered into with respect to the graskercise of Discretionary Options; (X) to autherany person to execute on behalf of the
Company any instrument required to effectuate thatgpf a Discretionary Option previously grantgdtfte Committee or to take such other
actions as may be necessary or appropriate with
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respect to the Company's rights pursuant to Diseraty Options or agreements relating to the goamixercise thereof; and (xi) to make such
other determinations and establish such other gdroes as it deems necessary or advisable for then&dration of the Plan, including
without limitation any early termination or exteasiof the Plan.

(c) Criteria for Award of Discretionary Options.

In determining the Employees to whom Discretior@ptions may be granted, the Committee may conditiergrant of Discretionary
Options upon the fulfillment of performance gogiplicable to the individual, a business unit, & @ompany as a whole, including, for
example, stock price, market share or penetrasiales, earnings per share, return on equity, deeleacosts, operating cash flow or any @
performance criteria.

(d) Powers of the Board. The granting of Non-Ditioreary Options under the Plan and the amountgpriesting and timing of Non-
Discretionary Options shall be automatic, as dbescrin Section 7 hereof. All questions of intergtiein of the Plan with respect to Non-
Discretionary Options will be determined by the Bba

(e) Limitation of Liability. Notwithstanding anythg herein to the contrary, no member of the Boarth® Committee shall be liable for any
good faith determination, act or failure to actannection with the Plan or any Option granted teder.

SECTION 5. STOCK SUBJECT TO THE PLAN.

Subject to this Section 5 and to the provisionS@étion 9 of the Plan, the maximum aggregate nuwb®hares which may be subject to
Options under the Plan is Four Million (4,000,000an Option expires or becomes unexercisablafiyrreason without having been
exercised in full, the Shares subject to such @pdiwall, unless the Plan shall have been terminadéatn to the Plan and become available
for future grant under the Plan. The maximum nundfeshares that shall be awarded to any Optionee tthe term of the Plan shall be One
Hundred Fifty Thousand (150,000).

SECTION 6. TERMS AND CONDITIONS OF DISCRETIONARY OFONS.

Each Discretionary Option granted pursuant to tlae Bhall be authorized by the Committee and diea#videnced by an Option Agreement.
Each Option Agreement shall incorporate by refezealcother terms and conditions of the Plan, dradl gontain the following terms and
conditions:

(&) Number of Shares. The number of Shares sulgjghe Discretionary Option.
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(b) Option Price. Except as hereinafter provided,rice per Share payable on the exercise of agr&ionary Option shall be stated in the
Option Agreement and shall be no less than theNfaiket Value per share of Common Stock on the slagd Option is granted, as
determined by the Committee, except that Discratipi©Options that are NoQualified Stock Options granted to consultants ahsors, ani
to any other Employee who shall be rewarded fosualiand special achievements, shall be at ang getermined by the Committee equal
to or exceeding $.01 per share of the Common Stock.

With respect to any Discretionary Option whichislacentive Stock Option granted to any Employee vat the time of grant, owns stock
possessing more than ten percent of the total awedbioting power of the Common Stock, the pricegbare payable upon exercise shall be
at an option price determined by the Committee tWhitcleast equals 110% of the Fair Market ValuthefCommon Stock on the date the
Discretionary Option is granted and such DiscretigrOption, by its terms, may not be exercisableentiban five years after the date of gr

(c) Consideration. The consideration to be paidtierShares to be issued upon exercise of a Discaey Option may be paid to the
Company: (i) in cash or certified funds, (ii) bylidery of Shares having a Fair Market Value ondlage of surrender equal to the aggregate
exercise price of the Shares as to which said Bligerary Option shall be exercised, (iii) by meaha brokers' cashless exercise procedu
(iv) any combination of such methods of payment.

Where payment of the option price is to be madé ®hares acquired under any compensation plarea@dmpany, such Shares will not be
accepted as payment unless the Optionee has atguich shares at least six months prior to sucmpat;

If the consideration for the exercise of an Opi®the surrender of previously acquired and ownleat&s, the Optionee will be required to
make representations and warranties satisfactahet@ompany regarding his title to the Shares tsedffect the purchase (the "Payment
Shares"), including without limitation, represeidas and warranties that the Optionee has goodramfletable title to such Payment Shares
free and clear of any and all liens, encumbrandea,ges, equities, claims, security interestspogtor restrictions, and has full power to
deliver such Payment Shares without obtaining tmsent or approval of any person or governmentaloaity other than those which have
already given consent or approval in a mannerfaat@y to the Company. The value of the Paymeatr&hshall be the Fair Market Value of
such Payment Shares on the date of exercise asnitede by the Board in its
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sole discretion, exercised in good faith. If sueyment Shares were acquired upon previous exetiseentive stock options granted within
two years prior to the exercise of the Option ajuaied by the Optionee within one year prior to éixercise of the Option, such Optionee
shall be required, as a condition to using the RatrBhares in payment of the exercise price oOgon, to acknowledge the tax
consequences of doing so, in that such previou@ycesed incentive stock options may have, by sation, lost their status as incentive
stock options, and the Optionee may have to reeegmidinary income for tax purposes as a result.

(d) Form of Option. The Option Agreement shallestahether the Discretionary Option granted is aeitive Stock Option or a Non-
Qualified Stock Option, and will constitute a bindidetermination as to the form of the Discretigrmaption granted.

(e) Exercise of Options. Any Discretionary Optiaamted hereunder shall be exercisable at such @meésinder such conditions as shall be
set forth in the Option Agreement (as may be ddtexchby the Committee and as shall be permissitdeuthe terms of the Plan), which n
include performance criteria with respect to thenpany and/or the Optionee. In the event that adralfia Discretionary Option is indebted
to the Company on account of an advance, loanypotrer reason, as a condition to being permittegixercise the Discretionary Option, the
holder will be required to satisfy the debt in anmer satisfactory to the Committee, including bewguired to sell the Shares received upon
exercise of the Discretionary Option. A Discretipn®ption may be exercised in accordance with tlowipions of this Plan as to all or any
portion of the Shares then exercisable under ar€istary Option from time to time during the teofrthe Discretionary Option. A
Discretionary Option may not be exercised for atfom of a Share.

(f) Term and Vesting of Options.

(i) Notwithstanding any other provision of this RJano Discretionary Option shall be (A) granted emthis Plan after ten (10) years from the
date on which this Plan is adopted by the Boardimdctors, or (B) exercisable more than ten (1@rgdrom the date of grant; provided,
however, that with respect to any Incentive Stogki@ granted under this Plan to any person whthetime of the grant of such
Discretionary Option, owns stock possessing maaa 0% of the total combined voting power for #disses of the Company's stock, the
foregoing clause (B) shall be read by substituting (5) years" for the term "ten (10) years" tlagpears therein.

(il) No Discretionary Option granted to any Optierghall be treated as an Incentive Stock Optidhéextent such Discretionary Option
would cause the aggregate Fair
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Market Value (determined as of the date of gramaaf such Option) of the Shares with respect iolwh

Incentive Stock Options are exercisable by suchadee for the first time during any calendar yeaexceed $100,000. For purposes of
determining whether an Incentive Stock Option waddse the aggregate Fair Market Value of the gtwekceed the $100,000 limitation,
Incentive Stock Options shall be taken into accamitihe order granted. For purposes of this submgdincentive Stock Options include all
Incentive Stock Options under all plans of the Camypthat are Incentive Stock Option plans withi@ theaning of Section 422 of the Code.

(iii) Except as otherwise provided herein, Disaetiry Options granted hereunder shall mature acdnbe exercisable in whole or in part, in
accordance with such vesting schedule as the Cda®shall determine, which schedule shall be statdte Option Agreement.
Discretionary Options may be exercised in any oedected by the Optionee whether or not the Op#dreds any unexercised Discretionary
Options under this Plan or any other plan of then@any.

(g) Termination of Options.

(i) Unless sooner terminated as provided in thésiPéach Discretionary Option shall be exercisédrl¢he period of time as shall be
determined by the Committee and set forth in théddpAgreement, and shall be void and unexercistidgeeafter.

(i) Except as otherwise provided herein or in @@ion Agreement,

(1) upon the termination of the Optionee's emplayiédth the Company or a Subsidiary for any reafiacretionary Options exercisable on
the date of said termination shall be exercisaplthb Optionee (or in the case of the Optioneeddrdsubsequent to termination, by the
Optionee's executor(s) or administrator(s)) inaage of Incentive Stock Options, for a period oé¢h

(3) months from the date of the Optionee's ternmmadf employment, and in the case of Non-Qualifstdck Options, for a period of six (6)
months from the date of the Optionee's terminadoemployment, and (2) the termination provisioaesferth in clause (1) above shall not
apply to Options granted to consultants or advigottser than officers or directors of the Company).

(iii) Except as otherwise provided herein or in @gtion Agreement, upon the Disability or deattanfOptionee while employed or engaged
by the Company or a Subsidiary, Discretionary Qutibeld by such Optionee
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which are exercisable on the date of Disabilitgleath shall be exercisable for a period of tweh® (nonths commencing on the date of the
Optionee's Disability or death, by the Optionedisriegal guardian or, in the case of death, byekeutor(s) or administrator(s); provided,
however, that if such Disabled Optionee shall comeeeany employment during such one (1) year pemitida competitor of the Company
(including, but not limited to, full or part-timerg@loyment or independent consulting work), as aeteed solely in the judgment of the
Board, all Options held by such Optionee which haeeyet been exercised shall terminate immediatpbyn the commencement thereof.

(iv) Options may be terminated at any time by agrest between the Company and the Optionee.

(h) Forfeiture. Notwithstanding any other provisigithis Plan, if the Optionee's employment or gyagaent is terminated by the Company
and the Board makes a determination that the Ogi¢i) has engaged in any type of disloyalty toGeenpany, including without limitation,
insubordination, fraud, embezzlement, theft, ohdisesty in the course of his employment or engagéroe (ii) has been convicted of a
felony or (iii) has disclosed any Proprietary Infation without the consent of the Company or (&% breached the terms of any written
confidentiality agreement or any non-competitioreggnent with the Company in any material respdlaingxercised Discretionary Options
held by such Optionee shall terminate upon theéezaf the date of termination of employment or aggment for "cause" or the date of such
a finding.

SECTION 7. TERMS AND CONDITIONS OF NON-DISCRETIONAROPTIONS.

(&) Number of Shares. On each Grant Date, eacbmperso served as an Outside Director from July thefyear preceding the Grant Date
through the Grant Date (herein called a "Full YgaHall receive a Non-Discretionary Option to pasf 12,000 shares. Any person who
served as an Outside Director for less than aYedlr shall receive a pro rata portion of the NRiseretionary Options he would have recel
had he served as an Outside Director for a Full Yessed on the number of days served by suchmpeassan Outside Director from July 1 of
the year preceding the Grant Date through the Gbate.

(b) Committee Member. In addition to (a) abovegach Grant Date, a Nddiscretionary Option to purchase (i) 2,000 Shahedl e grante
to each person who served as Chairman of a Boamth@ttee as an Outside Director for a Full Year, éi)dL,000 Shares shall be granted to
each person who served on any
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Committee of the Board as an Outside Director fBulh Year; provided, however, that an Outside Bioe who receives a Non-Discretionary
Option under clause (i) above for service as Chairon a particular Board Committee will not receaveadditional Non-Discretionary
Option under clause (ii) above for service on e Committee. Any person who served for less ghiaull Year as Chairman or a member
of a Board Committee while he was an Outside Dineshall receive a pro rata portion of the Non-Besionary Options he would have
received had he served in such capacity for aYedlr, based on the number of days he served adraumstuly 1 of the year preceding the
Grant Date through the Grant Date.

(c) Option Price. The exercise price of all Non-dé&tionary Options shall be the Fair Market Valfigthe Common Stock on the Grant Date
of such Non-Discretionary Options; provided, howetleat the exercise price of all Non-Discretion@gtions granted on the Grant Date
occurring in 1996 shall be the lower of the Fairrkéa Value of the Common Stock on the Grant Datther-air Market Value of the
Common Stock on January 11, 1996.

(d) Consideration. The consideration to be paidterShares to be issued upon the exercise of HiarOpay be paid to the Company (i) in
cash or certified funds, (ii) by delivery to ther@pany of Shares having a Fair Market Value on tte df surrender equal to the aggregate
exercise price of the Shares as to which said @il be exercised, (iii) a brokers' cashlessotse® procedure, or (iv) any combination of
such methods of payment. Where payment of the jptiice is to be made with Shares acquired undecampensation plan of the
Company, such shares will not be accepted as payméss the Optionee has acquired the shareasitdix months prior to such payment.

(e) Exercise of Options. A Non-Discretionary Optioay be exercised in accordance with the provisadrikis Plan as to all or any portion of
the Shares then exercisable under a Non-Discretiddption from time to time during the term of tBgtion. A Non-Discretionary Option
may not be exercised for a fraction of a Share.

(f) Term and Vesting of Non-Discretionary Optiohn-Discretionary Options shall be exercisabledihdr in part, and shall be fully vested,
from and after their respective Grant Dates extiegitno Non-Discretionary Option shall be exerdisabore than 10 years from the Grant
Date.

(9) Termination of Non-Discretionary Options. If @ptionee ceases to be an Outside Director for@agon (including death or Disability),
Non-Discretionary Options exercisable on the dateushsevent shall be exercisable by the Optione@(thre case of death or Disability, by
his executor(s), administrator(s) or legal guardiarthe case may be) for a period of one year fhrendate on which he ceases to be an
Outside Director, but in no event later than thee diawould have expired had the Optionee contirtodoe an Outside Director.

SECTION 8. STOCK APPRECIATION RIGHTS
(a) Stock Appreciation Rights. (a) The Committeeymgeant Stock Appreciation Rights ("SAR"s) in camgtion with
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Discretionary Options under the Plan such thatnupeercise of the SAR by an Optionee, the Comphall pay, in cash, stock or both as
determined by the Committee in its sole discretmnamount equal to the excess of the Fair Markdid/of a share of Common Stock on the
date of exercise over the exercise price, muliipltig the number of shares covered by the SAR.

(b) Exercise of an SAR for a certain number of ehahall reduce by such number the number of skaersisable under the Discretionary
Option, and exercise of the Option shall correspayig reduce the number of shares exercisable uh@eSAR. Except as otherwise provi
herein, any exercise of an SAR for cash in fulpartial settlement thereof may be made only froentttird business day until the twelfth
business day following the public release of thenBany's quarterly or annual sales and earnings.

SECTION 9. DETERMINATION OF FAIR MARKET VALUE OF C®MON STOCK.

(a) Except to the extent otherwise provided in Bgstion 9, the Fair Market Value of a share of @mm Stock shall be determined by the
Committee in its sole discretion.

(b) In the event that Shares are traded in the-theecounter market, the Fair Market Value of arsltd Common Stock shall be the mean of
the bid and asked prices for a share of CommorkSinche relevant valuation date as reported inVad Street Journal (or, if not so
reported, as otherwise reported by the Nationalt&iom Bureau, Inc.) as applicable or, if theraastrading on such date, on the next
preceding trading date. In the event Shares asgllien a national or regional securities exchamgeaded on the Nasdaq Stock Market
("Nasdaq"), the Fair Market Value of a share of @uwmn Stock shall be the closing price of a shat@mhmon Stock on the exchange or on
Nasdagq, as reported in The Wall Street Journahemdlevant valuation date, or if there is no mgdin that date, on the next precec

trading date.

(c) "Adjusted Fair Market Value" shall mean in #aeent of a Change of Control, the greater of (&) highest price per share of Common
Stock paid or payable to holders of the CommonliSito@ny transaction (or series of transactiongistituting or resulting (or as to which
approval by shareholders of the Company constituteéssults) in the Change of Control or (B) thghgst Fair Market Value of a share of
Common Stock on any business day during the nif@&Xyday period ending on the date of the Chandeoaitrol.

SECTION 10. ADJUSTMENTS.
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(a) Subject to required action by the shareholdeasyy, the number of Shares of Common Stock aghiich Options may be granted under
this Plan and the number of Shares subject toandstg Options and the option prices thereof diekdjusted proportionately for any
increase or decrease in the number of outstandiageS of Common Stock of the Company resulting fsbmek splits, reverse stock splits,
stock dividends, reclassifications and recapitéitize.

(b) No fractional shares of Common Stock shalldsaidble on account of any action mentioned in paphg9(a) above, and the aggregate
number of shares into which Shares then coveratid®ption, when changed as the result of sucbracthall be reduced to the number of
whole shares resulting from such action, unles8thed, in its sole discretion, shall determinéstue scrip certificates with respect to any
fractional shares, which scrip certificates, intsegent, shall be in a form and have such termsanditions as the Board in its discretion
shall prescribe.

SECTION 11. RIGHTS AS A SHAREHOLDER.

The Optionee shall have no rights as a sharehofdbée Company and shall have neither the righote nor receive dividends with respec
any Shares subject to an Option until such Optemieen exercised.

SECTION 12. TIME OF GRANTING DISCRETIONARY OPTIONS.

The date of grant of a Discretionary Option sHall,all purposes, be the date on which the Committethorizes the granting of such Option.
Notice of the grant shall be given to each Paricigo whom an Option is so granted within a reabttime after the date of such gr:

SECTION 13. PROCEDURE FOR EXERCISE OF AN OPTION.

An Option shall be deemed to be exercised wheriemritotice of such exercise has been given to tdmpany at its principal executive offi
in accordance with the terms of any Option Agreerbgrthe person entitled to exercise the Optionfatigpayment for the Shares with
respect to the Option which is exercised has beegived by the Company, accompanied by any agrasreguired by the Company,
including an executed Stock Purchase Agreemenadjlsstment shall be made for a dividend or ottgrtrior which the record date is prior
to the date the Option is exercised, except asigedvin Section 10 of the Plan.

As soon as practicable after any proper exercisan@ption in accordance with the provisions offien, the Company
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shall without transfer or issue tax to the Optigraegiver to the Optionee at the principal exeautiffice of the Company or such other place
as shall be mutually agreed upon between the Coyrguashthe Optionee, a certificate or certificatgsresenting the Shares for which the
Option shall have been exercised. The time of issei@nd delivery of the certificate(s) representivgShares for which the Option shall h
been exercised may be postponed by the Comparsuébrperiod as may be required by the Company, i@thonable diligence, to comply
with any applicable listing requirements of anyioal or regional securities exchange or any lawegulation applicable to the issuance or
delivery of such Shares.

Exercise of an Option in any manner shall result fecrease in the number of Shares which thereaftg be available, both for purposes of
the Plan and for sale under the Option, by the rmrmobShares as to which the Option is exercised.

SECTION 14. CONDITIONS TO ISSUANCE OF SHARES UPONXHERCISE.

(a) The obligation of the Company to issue andSkdres to an Optionee upon the exercise of am@®ptanted under the Plan is conditioned
upon (i) the Company obtaining any required peonibrder from appropriate governmental agenciethaaizing the Company to issue and
sell such Shares, and (ii) such issuance and saiplging with all relevant provisions of law, inclimg, without limitation, the Securities Act,
the Exchange Act, the rules and regulations proatatljthereunder, and the requirements of any sxakange upon which the Shares may
then be listed.

(b) At the option of the Board, the obligation bétCompany to issue and sell Shares to an Optigpa® the exercise of an Option granted
under the Plan may be conditioned upon obtainimg@piate representations, warranties and agreenoétihe Optionee set forth in the St
Purchase Agreement. Among other representationrsamiges, restrictions and agreements, the Optiomgebe required to represent and
agree that the purchase of Shares of Common Staides the Option Agreement shall be for investmand not with a view to the public
resale or distribution thereof, unless the Shaubgest to the Option are registered under the $EsiAct and the issuance and sale of the
Shares complies with all other laws, rules and leggns applicable thereto. Unless the issuancidfi Shares is registered under the
Securities Act, the Optionee shall acknowledge thatShares purchased on exercise of the Optionanegistered under the Securities Act
and may not be sold or otherwise transferred urdask Shares have been registered under the $exuéxdt in connection with the sale or
other transfer, or counsel satisfactory to the Camyghas issued an opinion satisfactory to the Comlzat the sale or other transfer is
exempt from registration under the Securities Ao} unless said sale or other transfer is in canpé with any
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other applicable laws, rules and regulations inicgall applicable federal and state securitieslawles and regulations. Unless the Shares
subject to an Option are registered under the 8&=uAct, the certificates representing all Shasssed upon exercise of such Option shall
contain the following legend:

THE SHARES REPRESENTED BY THIS CERTIFICATE HAVE NAIEEN REGISTERED UNDER THE SECURITIES ACT OF 1933,
AS AMENDED OR ANY APPLICABLE STATE SECURITIES LAWSITHESE SHARES HAVE NOT BEEN ACQUIRED WITH A VIEW
TO DISTRIBUTION OR RESALE, AND MAY NOT BE SOLD, AS&SNED, EXCHANGED, MORTGAGED, PLEDGED,
HYPOTHECATED OR OTHERWISE TRANSFERRED OR DISPOSEB,BY GIFT OR OTHERWISE, OR IN ANY WAY
ENCUMBERED WITHOUT AN EFFECTIVE REGISTRATION STATEENT FOR SUCH SHARES UNDER THE SECURITIES ACT
1933, AS AMENDED, AND ANY APPLICABLE STATE SECURIHS LAWS, OR A SATISFACTORY OPINION OF COUNSEL
SATISFACTORY TO INTERDIGITAL COMMUNICATIONS CORPORAION THAT REGISTRATION IS NOT REQUIRED UNDER
SUCH ACT AND UNDER APPLICABLE STATE SECURITIES LAWS

SECTION 15. TRANSFERABILITY.

No Option shall be assignable or transferable atiserthan by will or by the laws of descent andriistion or pursuant to a domes
relations order as defined by the Code.

SECTION 16. OTHER PROVISIONS.

The Option Agreement and Stock Purchase Agreemantaontain such other provisions as the Commitigsidiscretion deems advisable
and which are not inconsistent with the provisiohthis Plan.

SECTION 17. CHANGE OF CONTROL.

(a) For purposes of the Plan, "Option Cancellabate" shall mean, as to each Option, the latefithe first business day after the expira

of a period of six (6) months from the date of grafithe Option; (ii) in the event of a Change afr@rol as defined in Section 2(b)(ii)(A) or 2
(b)(i)(B)(2), the date on which the transactiompagved by shareholders of the Company (as provié&action 2(b)(ii)) is consummated; ¢
(iii) in the event of the Change of Control as defl in Section 2(b)(i) or 2(b)(iii), the first busiss day after the expiration of a period of sixty
(60) days after the occurrence of such event.
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(b) Upon a Change of Control, all Options (wheneyranted) outstanding on the date of such Chan@®ofrol shall be or become
immediately and fully exercisable.

(c) In the event of the Change of Control as defimeSection 2(b)(i),

2(b)(ii)(A), 2(b)(ii)(B)(2) or 2(b)(iii), all Optims (whenever granted) outstanding on the Optiorc€kation Date which are not exercised on
or before the Option Cancellation Date shall beceted on such date by the Company, and the Comglaailyon such date pay to each holder
of each such canceled Option a cash amount eqtla texcess, if any, in respect of each Option elaac of

(i) the greater of (A) the Fair Market Value of thleares of Common Stock subject to the Option erbtisiness day immediately preceding
the Option Cancellation Date or (B) the Adjustedt Market Value of the Common Stock subject to @pion over (ii) the aggregate
purchase price for such shares of Common Stock.

SECTION 18. AMENDMENT OF THE PLAN.

The Board is authorized to make such changes iRlde as it may deem to be in the best interediseoCompany; subject, however, to the
prior approval of the stockholders of the Compdrsuch alteration would: (a) materially increasedfés to Participants, (b) materially
increase the number of Shares issuable under #me &1 (c) materially modify the requirements asligibility for participation in the Plan.
Notwithstanding the foregoing, the Plan shall r@aimended with respect to 1-Discretionary Options more than once every six then

other than to comport with changes in the CodeFtin@loyee Retirement Income Security Act, or tlesthereunder. The Board may at any
time suspend or discontinue the Plan. No terminaticamendment of the Plan, however, shall advweefétct any Option theretofore gran
under the Plan without the consent of the Optionee.

SECTION 19. APPLICATION OF FUNDS.

The proceeds received by the Company from thec&@dares pursuant to the exercise of Options Hlealised for general corporate purpc
or such other purpose as may be determined by dhg&ny.

SECTION 20. NO OBLIGATION TO EXERCISE OPTION.
The granting of an Option shall impose no obligatipon the Optionee to exercise such Option.
SECTION 21. RESERVATION OF SHARES.
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The Company, during the term of this Plan, shadllatimes reserve and keep available such numb8hares as shall be sufficient to satisfy
the requirements of the Plan.

The Company, during the term of this Plan, shadl itsbest efforts to seek to obtain from apprdpriagulator agencies any requisite
authorization in order to issue and sell such nurnb&hares as shall be sufficient to satisfy #ggirements of the Plan. The inability of the
Company to obtain from any such regulator agen@yniggurisdiction the requisite authorization(sedeed by the Company's counsel to be
necessary for the lawful issuance and sale of &iayeS hereunder, or the inability of the Compangotafirm to its satisfaction that any
issuance and sale of any Shares hereunder will appéitable legal requirements, shall relieve toenBany of any liability in respect to the
failure to issue or sell such Shares as to which sequisite authority shall not have been obtained

SECTION 22. TAXES, FEES, EXPENSES AND WITHHOLDINGRO'AXES.

(a) The Company shall pay all original issue aadgfer taxes (but not income taxes, if any) witpeet to the grant of Options and/or the
issue and transfer of Shares pursuant to the exeetteéreof, and all other fees and expenses neitgsseurred by the Company in connect
therewith, and will from time to time use its befforts to comply with all laws and regulations aHnj in the opinion of counsel for the
Company, shall be applicable thereto.

(b) The grant of Options hereunder and the issuah&hares pursuant to the exercise thereof isitondd upon the Company's reservation
of the right to withhold in accordance with any bqgble law, from any compensation or other amopiatgable to the Optionee, any taxes
required to be withheld under federal, state oallt@w as a result of the grant or exercise of <Dption or the sale of the Shares issued upon
exercise thereof. To the extent that compensati@ther amounts, if any, payable to the Optiondnsafficient to pay any taxes required to
be so withheld, the Company may, in its sole ditmne require the Optionee, as a condition of tkereise of an Option, to pay in cash to the
Company an amount sufficient to cover such taxlltgitor otherwise to make adequate provision fog Company's satisfaction of its
withholding obligations under federal, state archldaw.

SECTION 23. NOTICES.

Any notice to be given to the Company pursuanhéogrovisions of this Plan shall be addressedgdCtbmpany in care of its Secretary (or
such other person as the Company may designatetifrogrto time) at its principal executive officaydaany notice to be given to an Optionee
shall be delivered personally or addressed to hilheo at the address given beneath his or hertsignan his or her Option Agreement, or

A-17



at such other address as such Participant or Hisraransferee (upon the transfer of the Shareshpeed upon exercise) may hereafter
designate in writing to the Company. Any such retball be deemed duly given when enclosed in peplyp sealed envelope or wrapper
addressed as aforesaid, registered or certifietidaposited, postage and registry or certificaf@@prepaid, in a post office or branch post
office regularly maintained by the United StatestBbService. It shall be the obligation of eachi@mee and each transferee holding Shares
purchased upon exercise of an Option to provid&St@metary of the Company, by letter mailed asigexl’herein, with written notice of his
or her direct mailing address.

SECTION 24. NO ENLARGEMENT OF OPTIONEE RIGHTS.

This Plan is purely voluntary on the part of ther@any, and the continuance of the Plan shall nategened to constitute a contract between
the Company and any Optionee, or to be considerftioor a condition of the employment or servi€ay Optionee. Nothing contained in
this Plan shall be deemed to give any Optioneeidfie to be retained in the employ or service & @ompany or any Subsidiary, or in the
case of Outside Directors, obligate the Compamptoinate any Participant for election as a direaioto interfere with the right of the
Company or any Subsidiary to discharge or retise@ptionee thereof at any time, subject to applieddon. No Optionee shall have any right
to or interest in Options authorized hereunderrgodhe grant thereof to such Optionee, and upeh grant he shall have only such rights
and interests as are expressly provided hereijestibowever, to all applicable provisions of @empany's Certificate of Incorporation, as
the same may be amended from time to time.

SECTION 25. INVALID PROVISIONS.

With respect to persons subject to Section 16 ®@Bkchange Act, transactions under this Plan aeaded to comply with all applicable
conditions of Rule 16b-3 or its successors undeibkchange Act. To the extent any provision ofRken or action by the Committee or
Board fails to so comply, it shall be deemed notl &oid, to the extent permitted by law and deeaxdhdsable by the Board.

In the event that any provision of this Plan isrfddo be invalid or otherwise unenforceable unaerapplicable law, such invalidity or
unenforceability shall not be construed as rendeainy other provisions contained herein as invadidnenforceable, and all such other
provisions shall be given full force and effecthte same extent as though the invalid or unenfbiegarovision was not contained herein.
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SECTION 26. APPLICABLE LAW.
This Plan shall be governed by and construed inrdemce with the laws of the Commonwealth of Pelvasya.
SECTION 27. PLAN ADOPTION AND TERM.

(a) This Plan shall become effective upon the latarccur of (i) its adoption by the Board and ii§) approval by the Company's stockholders
at an Annual Meeting of Stockholders.

(b) Subject to the provisions herein relating tceadment or discontinuance, this Plan shall termiten years from its effective date as
determined by subparagraph (a) above.
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EXHIBIT 11
INTERDIGITAL COMMUNICATIONS CORPORATION AND SUBSIDI  ARIES

COMPUTATION OF NET INCOME (LOSS) PER SHARE
(IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)

(UNAUDITED)

NINE MONTHS

ENDED
COMPUTATION OF PRIMARY SEPTEMBER 30,
EARNINGS (LOSS) PER SHARE: 1995
Net Income (Loss) Applicable to Common Shareholders $ 37,337
Weighted Average of Primary Shares:
Common Stock 43,770
Assumed Conversion of Options and Warrants 2,563

46,333
Primary Earnings Per Share $ 0.81

A calculation for the three month periods endedt&eper 30, 1995 and 1996 and the nine month perided September 30, 1996 have not
been presented since the effect of the optionsamchants would be ai-dilutive.



ARTICLE 5
MULTIPLIER: 1,00C

PERIOD TYPE 9 MOS
FISCAL YEAR END DEC 31 199
PERIOD END SEP 30 199
CASH 16,01:
SECURITIES 51,42:
RECEIVABLES 13,035
ALLOWANCES 38¢
INVENTORY 8,581
CURRENT ASSET¢ 92,69¢
PP&E 18,26¢
DEPRECIATION 7,472
TOTAL ASSETS 117,34¢
CURRENT LIABILITIES 24,90:
BONDS 3,12¢
PREFERRED MANDATORY 0
PREFERREL 10
COMMON 48C
OTHER SE 79,71:
TOTAL LIABILITY AND EQUITY 117,34¢
SALES 14,35¢
TOTAL REVENUES 40,93
CGS 16,65:
TOTAL COSTS 16,65:
OTHER EXPENSE! 15,05¢
LOSS PROVISION 81
INTEREST EXPENSE 132
INCOME PRETAX 844
INCOME TAX 3,51¢
INCOME CONTINUING (3,565
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME (3,565
EPS PRIMARY (.08)
EPS DILUTED (.08)
End of Filing
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