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PART I - FINANCIAL INFORMATION

Item 1. FINANCIAL STATEMENTS

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

Total shareholders' equity

DECEMBER 31, SEPTEMBER 30,

ASSETS 1996 1997
(UNAUDITED)
CURRENT ASSETS:
Cash and cash equivalents, including
restricted cash of $204 and $311
respectively $ 11,954 $ 5,193
Short term investments 43,063 16,805
Accounts receivable, net of allowance for
uncollectable accounts of $558 and $556 13,921 6,689
Inventories 13,863 11,050
Other current assets 3,913 10,593
Total current assets 86,714 50,330
Property, plant and equipment, net of
accumulated depreciation of $8,383
and $10,586, respectively 10,517 10,749
Patents, net of accumulated amortization of
$4,152 and $5,236 respectively 9,753 9,433
Long term deposits 3,822 4,035
Other 1,830 1,771
25,922 25,988
$112,636 $ 76,318
LIABILITIES AND SHAREHOLDERS' EQUITY
CURRENT LIABILITIES:
Current portion of long term
debt $ 790 $ 831
Accounts payable 15,127 4,071
Accrued compensation and related expenses 3,551 4,949
Deferred revenue 4,790 3,238
Other accrued expenses 5,380 5,476
Total current liabilities 29,638 18,565
LONG TERM DEBT 4,221 3,737
OTHER LONG TERM LIABILITIES 6,270 3,835
COMMITMENTS AND CONTINGENCIES (Note 3)
SHAREHOLDERS' EQUITY:
Preferred Stock, $ .10 par value, 14,399
shares authorized-
$2.50 Convertible Preferred, 103 shares
and 102 shares issued and outstanding 10 10
Common Stock, $.01 par value, 75,000 shares
authorized, 48,109 shares and
48,167 shares issued and outstanding 481 481
Additional paid-in capital 234,245 234,496
Accumulated deficit ( 162,229) (184,806)
72,507 50,181



$ 112,636 $ 76,318

The accompanying notes are an integral part oktetements.



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

(unaudited)

FOR THE THREE MONTHS
ENDED SEPTEMBER 30,

FOR THE NINE MONTHS
ENDED SEPTEMBER 30,

1996 1997 1996 1997
REVENUES:
Product revenues $ 7,522 $ 1,933 $ 14,356 $ 42,151
Licensing and alliance 1,868 1,227 26,575 5,182
9,390 3,160 40,931 47,333
OPERATING EXPENSES:
Cost of UltraPhone revenues 8,755 2,181 16,652 37,912
Sales and marketing 1,216 1,362 3,132 5,553
General and administrative 2,627 2,870 8,080 9,508
Product development 5,888 5,469 15,054 18,171
18,486 11,882 42,918 71,144

Income (loss) from operations (9,096) (8,722) (1,987) (23,811)

OTHER INCOME (EXPENSE):
Interest income 892 745 2,963 1,768
Interest and financing expenses (55) (81) (132) (309)
Income (loss) before income taxes and
minority interest (8,260) (8,058) 844 (22,352)
INCOME TAX PROVISION (14) - (3,519) (34)

Income (loss) before minority interest (8,273) (8,058) (2,675) (22,386)
MINORITY INTEREST 1 - (890) -

Net income (loss) (8,272) (8,058) (3,565) (22,386)
PREFERRED STOCK DIVIDENDS (64) (64) (196) (192)
NET INCOME (LOSS) APPLICABLE TO COMMON

SHAREHOLDERS $ (8,336) $(8,122) $(3,761) $(22,578)
NET INCOME (LOSS) PER COMMON SHARE $ (0.18) $ (0.17) $ (0.08) $ (0.47)
WEIGHTED AVERAGE NUMBER OF COMMON

SHARES OUTSTANDING 46,709 48,167 45,922 48,148

The accompanying notes are an integral part okteegements.




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

(unaudited)
For t he nine months ended
September 30,
1996 1997
CASH FLOWS FROM OPERATING ACTIVITIES:
Net income (loss) $(3,5 65) $(22,385)
Adjustments to reconcile net income (loss) to n et
cash used for operating activities-
Minority interest in subsidiary 8 90 -
Depreciation and amortization 2,1 79 3,546
Other (1 45) (2,627)
Decrease (increase) in assets-
Receivables 9,4 91) 7,232
Inventories (3,7 28) 2,813
Other current assets 2,5 63) (6,680)
Increase (decrease) in liabilities-
Accounts payable 5,0 07 (11,056)
Accrued compensation (1,0 09) 1,398
Deferred revenue 12,8 22 (1,552)
Other accrued expenses 7 56 96
Net cash used for operating activities $1,1 53 $(29,215)
CASH FLOWS FROM INVESTING ACTIVITIES:
Decrease (increase) in short-term investments $ 3,6 39 $ 26,258
Additions to property and equipment, net of non -cash additions
of $0 and $352, respectively (4,7 46) (2,092)
Additions to patents (4 29) (764)
Other non-current assets 2,1 78) (404)
Net cash provided by investing activities $(3,7 14) $ 22,998
CASH FLOWS FROM FINANCING ACTIVITIES:
Net proceeds from sales of Common Stock
and exercises of stock options and warrants $ 95 97 $ 251
Payments on long-term debt , including capital lease obligations (4 52) (795)
Net cash provided by financing activities $91 45 $ (544)
NET INCREASE IN CASH AND CASH EQUIVALENTS $ 6,5 84 $(6,761)
CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOD 9,4 27 11,954
CASH AND CASH EQUIVALENTS, END OF PERIOD $16,0 11 $ 5,193
SUPPLEMENTAL CASH FLOW INFORMATION:
Interest paid $ 1 28 $ 107
Income taxes paid, excluding foreign witholding taxes $ 3 89 $ 127

The accompanying notes are an integral part oktetements.



INTERDIGITAL COMMUNICATIONS CORPORATION AND SUBSIDI  ARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 1997

(UNAUDITED)
1. BACKGROUND:

InterDigital Communications Corporation ("InterDigfi'(R) or the "Company"), a public corporation dnporated in the Commonwealth of
Pennsylvania, develops and markets advanced digitaless telecommunications systems using prapyeechnologies for voice and data
communications and has developed an extensivetgatetiolio related to those technologies. The Campoffers its customers, licensees
and alliance partners what it believes is uniquess to both time division multiple access ("TDMA)d Broadband Code Division Multiple
Access(TM) ("B-CDMA"(TM)) proprietary digital wiress technology and intellectual property.

The Company's principal product is the UltraPhonefgtem, a radio telephone system providing bgsegand households access to basic
telephone service through a wireless local loo UhraPhone system offers greater flexibility aade of installation than conventional
wireline-based systems and is designed to provigle thansmission quality, capacity and spectruritigficy. The UltraPhone system, which
incorporates the Company's proprietary TDMA techgy) is sold predominantly to foreign telephone panies to provide basic telephone
service to their customers, primarily in rural arehr-urban areas, where the cost of, or time reddar, installing, upgrading or maintaining
conventional wireline telephone service supporscsien of an UltraPhone system. Sales of UltralRheystems accounted for approximately
40%, 20% and 47%, respectively, of the total reesmf the Company during 1994, 1995 and 1996. ®ir@eptember 30, 1997, the
Company has sold over 345 UltraPhone systems wattwith aggregate UltraPhone Product Revenudngtaver $200 million.

The Company and its alliance partners are devejopinew air interface technology and products, dasethe Company's patentedd®MA
technology and proprietary technology know-how. irigal phases of the development effort are dedrtowards development of wireless
local loop products with performance and cost cttaréstics applicable to a market segment disfimeh the Company's UltraPhone system.
The Company has started to market its new TrueliMB(wireless local loop product based on the Comyfsaproprietary B-CDMA
technology. The Company obtained approximately $83®of Product Revenue for the TrueLink(TM) proddring the third quarter of
1997. These sales included both ASICs and B-CDMipmanents sold to alliance partners for their irdgign into pre-production products.

InterDigital Technology Corporation ("ITC"), a whplowned subsidiary, and the Company, togethegrafbn-exclusive, royalty-bearing
patent, technology and know-how licenses to telenanications manufacturers that manufacture, uselgror intend to manufacture, use or
sell, equipment that utilizes the Company's extenpbrtfolio of TDMA, code division multiple acce6DMA") and other patented
technologies. These efforts have resulted in pditerise agreements with a total of thirteen esdjtand the recognition of $28.7 million,
$67.7 million and $28.7 million of licensing revenin 1994, 1995 and 1996, respectively.

2. BASIS OF PRESENTATION:

In the opinion of management, the accompanying dited consolidated financial statements contaimdjistments (consisting only of
normal, recurring adjustments) necessary to prda@iyt the Company's financial position as of Sepber 30, 1997 and the results of their
operations for the three and nine month periode@Beptember 30, 1996 and 1997 and cash flowkdanihe month periods ended
September 30, 1996 and 1997. The accompanying itedwbnsolidated financial statements have beepased in accordance with the
instructions for Form 10-Q and accordingly do matliide all of the detailed
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schedules, information and notes necessary far ariasentation of financial condition, resultsopferations and cash flows in conformity
with generally accepted accounting principles. €fae, these financial statements should be readnjunction with the financial statements
and notes thereto contained in the Company's latestal report on Form 10-K, as amended, filed #ithSecurities and Exchange
Commission. The results of operations for interignigds are not necessarily indicative of the resialtbe expected for the entire year.

The preparation of financial statements in conftymiith generally accepted accounting principleguiees management to make estimates
and assumptions that affect the reported amourdss#ts and liabilities and disclosure of contingesets and liabilities as of the date of the
financial statements and the reported amountsvefmges and expenses during the reporting periodiahcesults could differ from those
estimates.

3. CONTINGENCIES:

IDC and ITC are variously parties to certain patetated litigation in which ITC is asserting tltagtrtain 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 or that ITC's patents irt ané invalid. In one such action involving Motaplnc., a Court of Appeals has patrtially
overturned a U.S. District Court decision by reatisig two claims that had previously been held lidvahe Court of Appeals also affirmed
the validity of three other claims, affirmed theafidity of nineteen claims, and denied ITC's resjder a new trial as to validity and
infringement issues. ITC requested a rehearingerourt of Appeals, which request was denied. &€ decided not to pursue an appeal to
the United States Supreme Court. In another agtitmEricsson GE Mobile Communications, Inc., itlgeglish parent, Telefonaktieboleget
LM Ericsson and Ericsson Radio Systems, Inc. thertCtas stayed the proceeding at the mutual regii¢ise parties until December 15,
1997. ITC is also involved in administrative prodiegs in which various parties have challengedvility of ITC's patents or patent
applications, variously on either a pre- or postience basis.

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 oagyncourse of its business.

4. CASH, CASH EQUIVALENTS AND SHORT-TERM INVESTMENS:

The Company considers investments purchased withraaining maturity of three months or less to éghcequivalents 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):

Decem ber 31, September 30,
1 996 1997
Money market funds and demand deposits $2 ,871 $ 3,466
Certificates of deposit 204 -
Repurchase agreements 1 457 1,726
Commercial paper 7 422 --
$11 ,954 $5,193

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, 1996 consisted of $26.0 million in gomeent-issued discount notes, $2.8
million in municipal securities and $14.2 million ¢orporate debt securities. Short-term investmavédable for sale as of September 30,
1997 consisted of $7.8 million in



government-issued discount notes, $2.4 million imimipal securities and $6.6 million in corporagbtisecurities.
5. MAJOR CUSTOMERS AND GEOGRAPHIC DATA:
Product Revenue:

In fiscal 1996, the Company's Philippine and Indsiaue customers represented 56% and 16%, of Pr&hwenues, respectively. For the th
months ended September 30, 1996, the Companylpgthd customer accounted for 77% of Product Regsn8tarting in the quarter ended
September 30, 1997, the Company began shippingtgpet units of the TrueLink (B-CDMA) product to Esiropean alliance partner. These
shipments, which approximated $600,000, are recbird®roduct Revenues as the alliance partnerrishpsing these units on a cost plus
profit basis. For the three months ended SepteBmet997, the Company's Indonesian customer aritlitspean alliance partner accounted
for 43% and 31%, respectively, of Product Revenbesthe nine months ended September 30, 199& dhgpany's Philippine and Puerto
Rican customers accounted for 66% and 10%, respdgtof Product Revenues. For the nine months @Sdptember 30, 1997, the
Company's Indonesian customer accounted for 78Psafuct Revenues.

Product Revenues by geographic area are as fo(iawlsousands):

Three Months Nine Months
Ended Ended
September 30, September 30,
1996 1997 1996 1997
Domestic $ 581 $ 377 $ 1521 $ 951
Foreign 6,941 1,556 12,835 41,200
$ 7,522 $ 1,933 $ 14,356 $ 42,151

Licensing and Alliance Revenue:

During the three months ended September 30, 19@5récognized $754,000 related to agreements veithsBng Electronics Co., LTD.
("Samsung"), $800,000 related to agreements wgimBns Aktiengesellschaft ("Siemens") and $314,000ya&lty revenue from one licensee
under ITC's TDMA related patents. The Licensing Aflchince Revenues for the three months ended &dge30, 1997 include $704,000
from Samsung and $523,000 of royalty revenue fromlensee under ITC's TDMA related patents. Dytire nine months ended
September 30, 1996, the Company recognized $22ii8mof revenue related to its agreements with Samg and $4.0 million from Sieme
During the nine months ended September 30, 19@@nking and Alliance Revenues include $2.1 milfrom Samsung, $1.6 million from
Siemens and $1.5 million of royalty revenue frone inensee under its TDMA related patents.

6. NET INCOME PER COMMON SHARE:

The net income per share is based upon the weigldge common shares outstanding during thedpadjusted for cumulative dividends
on $2.50 Preferred Stock. Stock options and wasraate not been considered as common stock equisatethe computation for the three
and nine month periods for 1996 and 1997 since #ifdct is anti-dilutive.

Statement of Financial Accounting Standards No.(I38AS 128"), "Earnings per Share," which supeesediPB Opinion No. 15 "Earnings
per Share", was issued in February 1997. SFAS d@8ines dual presentation of basic and dilutediegsmper share (EPS) for complex
capital structures on the face of the income statgnBasic EPS is computed by dividing income leyleighted average number of
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common shares outstanding for the period. DilutB& Eeflects the potential dilution from the exezas conversion of stock options and
other securities into common stock. SFAS 128 isiired to be adopted for year end 1997; earlieriegipbn is not permitted. The Company
does not expect any material change to the cupenidd presentation of EPS; there was no effetitiefaccounting change on previously
reported EPS for the three and nine months endpti®ber 30, 1996.

7. INVENTORIES:

Decemb er 31, September 30,
19 96 1997

(In thousands)

Component parts and work-in-progress $ 11 640 $ 9,726
Finished goods 2 223 1,324
$ 13 863 $ 11,050

Inventories are stated net of valuation reservet5d million and $6.5 million as of December 329& and September 30, 1997, respecti
8. INCOME TAXES:

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

The income provision for the three months endede®eiper 30, 1996 consisted of a current state taxigon of $14,000. For the three
months ended September 30, 1997 there was no inmnpeovision. For the nine months ended Septer@Bet 996, the income tax
provision consisted of a foreign withholding taxoyision of $3.3 million, a current state tax praeisof $133,000 and a Federal Alternative
Minimum Tax provision of $87,000. The income tapyision for the nine months ended September 307 t88sisted of a current state
provision of $34,000. At December 31, 1996, the @any had net operating loss carryforwards of apgprately $100 million. Since
realization of the tax benefits associated witls¢hearryforwards is not assured, a valuation alfmeaf 100% of the potential tax benefit is
recorded as of September 30, 1997.

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 Commasigck 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 SepterBbefl997. The Company's calculations reflect theptdn of new Treasury Regulations
which became effective on November 4, 1992 and whaove beneficial effects regarding the treatménptions and other aspects of the
ownership change calculation.



9. MYANMAR CONTRACT:

On May 16, 1997, the Company signed a contract Miftanma Posts and Telecommunications (MPT) in thetl of Myanmar, for
UltraPhone systems, B-CDMA equipment and relatittenmunications equipment. The value in the agestiis $250 million, including
UltraPhone systems, B-CDMA equipment, infrastruetequipment and services, as well as capital éosetsmanufacturing facility to be
built in Myanmar. The agreement calls for estalsfisht of a joint venture in Myanmar between Inteifdigand MPT for local manufacture
UltraPhone systems and other infrastructure equipnhe addition, the agreement provides an opt@rtte joint venture to manufacture
InterDigital's B-CDMA technology products. Implentation of the ministerial details of the agreemisrgubject to certain Myanmar
governmental approvals as well as finalizationhef financing documents.
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Item 2. Management's Discussion and Analysis of Famcial Condition and Results of Operations
FINANCIAL POSITION, LIQUIDITY AND CAPITAL REQUIREME  NTS
Overview

The following discussion should be read in conjiorctvith the Consolidated Financial Statements rzotés thereto, contained elsewhere in
this document.

The Company's ability to derive revenue from pradiades will be affected by, among other things,ittiensified competition for sales of
wireless local loop telephone systems and econoaniditions in the Company's principal markets. Cetimg products and technologies h
proliferated and competitors, many of which hagmsicantly greater resources than the Companypane actively promoting their produs
in the Company's target markets. In spite of thimpetitive environment, the Company increased Bhiane system revenues in 1996
compared to 1995 by over 50% to nearly $25 milaod built 1996 year-end product backlog to $80.Maniincluding $43 million
subsequently removed from backlog for the Pakistariract (See "Backlog"), from $20.0 million at Beuber 31, 1995. These successes
were achieved by lowering UltraPhone system prioHsring the UltraPhone system in conjunction véthance partners, focusing on larger
scale telecommunications infrastructure prograntssarccessfully marketing to the Company's existigfomer base in Indonesia. On large
scale opportunities when commencement of produitestg significantly lags contract negotiation awtiere deliveries are expected to exi
over a significant period of time, the Companydtwely marketing the UltraPhone system at sal@eprwhich would generate little, if any,
margin based on the current cost characteristitiseo$ystem configurations being proposed. In tis@sations, and in any additional
situations where the Company elects to acceptailpimargined orders, it would do so because dataslal profit potential, as next
enumerated, or because of other strategic positjoronsiderations. The Company believes that aofjt potential would primarily relate to
design engineering to reduce production costs poidelivery of the order, the expected positiieat on vendor pricing of increased
production volume, change orders (including postt@rt systems reconfiguration), post-contract adsl-and systems expansions and
servicing, as well as follow on orders.

The Company anticipates that, in order to maintaiimcrease its UltraPhone order rate, it will donbusly need to reduce prices and expand
product features due to industry demands whichredult in continued pressure upon gross profitgmaruntil such time as the Company is
able to reduce product costs by amounts signifiggmeater than the selling price reductions. Tlen@any has experienced and may cont

to experience engineering delays in the introdmotibnew, more efficient, lower cost system compas@nd other new enhancements or
features. Given the possibility of engineering gisland difficulties, and the continuing inability sell UltraPhone systems with a high cluster
utilization, the Company can give no assuranceithvatl be able to achieve sufficient product costluctions or otherwise achieve
satisfactory gross profit margins. In addition,rthean be no assurance that the development castssary to achieve such potential product
cost reductions will be acceptable to the Companyhat the Company may not, in the future, chdogeallocate resources, in whole or in
part to other corporate uses.

The Company does not currently have a materiallbgasf product orders. (See "Backlog".) Accordinglye Company cannot predict with
certainty when it will begin shipping any signifiteorders, and the volume of production and shigsprior to that time may not fully absc
fixed manufacturing costs, which would negativefget gross margins. Additionally, the Company sidra contract with MPT which
includes, in part, product orders, which are cutfyemot included in backlog. The contract amoumudes UltraPhone systems, B-CDMA
equipment, infrastructure equipment and servicesvell as capital costs for a manufacturing factii be built in Myanmar. Implementation
of the ministerial details of the agreement is sabjo certain Myanmar governmental approvals dkasdinalization of the financing
documents, and orders under the contract will eatubject to production until such time as thesnts/have taken place. The Company
currently believes that these events will take @ldaring the fourth quarter of 1997 or the firsadar of 1998.
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In addition to the effects of varying selling piscand product material costs, the Company's gnadit pargin 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 generatiaufficient production volume, and by the field seevcosts for installation, warranty,
training and post-sale support. Consistent witlhusti practices, distributor commissions have heeluded 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 graggins.

Liquidity

The Company had working capital of $31.8 milliorSaptember 30, 1997 compared to working capit&6df1 million at December 31,
1996. The decrease in working capital since Deceiiststue primarily to the operating cash needfiefGompany.

Demands on working capital in 1997 and beyond &pe&ed to increase. The Company expects to canttalB-CDMA technology
development expenditures at significant levelsriteoto commercialize its technology. Field trinésse been scheduled domestically and
abroad. Additional expenditures are being incufoednarketing and other activities and subsequaristantial additional expenditures will
be required to support later stage development.Cdrapany presently intends that later stage dewaop will result in a product with

limited mobility and, in the next stage, a techggi@nabling full mobility. However, the Company hax yet committed resources or entered
into contractual commitments to develop mobilityséd products. Engineering efforts required to sugpe UltraPhone product have
recently been expended at significant levels a€timapany continues its efforts to reduce the cbt@UltraPhone product and increase its
market share; future scopes of effort will be bageon market conditions and the economic attrasége of competing usages of Company
resources. Marketing, administrative and otherscast expected to increase as well, as the Congesakgs to more effectively support its
alliance and licensing program.

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 brobideca strategy, the level of demand and relatedgins for the UltraPhone system, the
ability to generate license fees and royalties,thercheed to expend funds in connection with iteqarelated activities. In addition, when the
Company builds to specification to complete an griléraditionally experiences negative cash fldvesn inception of its production orderil
through customer payment at the time of, or indregy subsequent to, order shipment. If the Compaase to experience additional sudden
and significant increases in orders to be buigecification, it would intensify the need for sfiggant short to intermediate term financing
arrangements. Also, the Company has ordered, agccominue to order, inventory in support of argatied shipments not currently
supported by shippable backlog (see "Backlog").ukhthe Company incur a significant delay in sengithe applicable shippable backlog it
would have a negative impact on its cash resources.

Accordingly, absent significant increases in cashegated by operations, the Company will, at samaé date, require additional debt or

equity capitalization to fully support its techrlieead product development and marketing activitied to fund its patentlated activities. Tt
Company does not presently maintain bank linesedit Further, there can be no assurance thatdnepany will be able to sell additional
debt or equity securities when it needs to, at,dan, that it will be able to do so on terms gtable to the Company.

The Company believes that its investment in inveasoand non-current assets are stated on its Desredd, 1996 and September 30, 1997
balance sheets at realizable values based on exipssiting price and order volumes. Property andpegent 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
use or technological obsolescence. With respeathter assets, the Company believes that the vélize o
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patents is at least equal to the value includgdeérDecember 31, 1996 and September 30, 1997 lgatdneets.
Backlog

At September 30, 1997, the Company's backlog afrsrfbr UltraPhone telephone equipment and servieess$888,000. All of the backlog
scheduled to be delivered during the remaindeiso&f year 1997. Previously, the Company incluaelacklog a $43 million order from
Pakistan Telecommunications Company Limited ("PT)ICEPTCL allowed the contract to lapse on July 1997, when it did not accept
InterDigital's proposal to finance the order. Trmany continues to work through the issues assacigith the contract but the Company
cannot say with any degree of certainty whethetlitbe able to reestablish the agreement.

Additionally, the Company signed a contract with Mier $250 million which is currently not includeéa backlog. The contract amount
includes UltraPhone and B-CDMA systems, infrastiteeiequipment and services, as well as capitasdosta manufacturing facility to be
built in Myanmar. Implementation of the ministerd@tails of the contract is subject to certain Myan governmental approvals as well as
finalization of the financing documents. In any etyeshipments during the remainder of 1997 mayoeotr and, if they do, will not be
significant due to lengthy materials procuremeatlémes.

At September 30, 1996, the Company's backlog afrsrtbr UltraPhone telephone equipment and servieess$49.2 million which included
an order from the Company's Indonesian custom&86f8 million and the balance of another order ftbemCompany's Philippine customer
of $8.3 million. The backlog as of September 3®6lBas been restated to remove the Pakistan order.

Cash Flows and Financial Condition

The Company has experienced negative cash flows dmerations of approximately $29.2 million durithg nine months ended September
30, 1997. The negative cash flows from operatioagpamarily due to expenses incurred for UltraRhproduct engineering and marketing,
B-CDMA technology development and the Company'sgarand administrative activities.

Net cash flows from investing activities were psitfor the nine months ended September 30, 198#althe conversion of some of 1
Company's short-term investments into cash or egsivalents. Notwithstanding the above, the amoéinash used in investing activities
has, historically, been low relative to cash usedgerations.

During the nine months ended September 30, 1987Ctmpany experienced negative cash flows of $884@m financing activities. The
funds were used for payments on long-term debtydicg capital lease obligations) but were panialifset by proceeds from the exercise of
stock options and warrants and the sale of staduth the Company's Employee Stock Purchase Plan.

Cash, cash equivalents and stertn investments of $22.0 million as of Septemli:ri®97 includes $311,000 of restricted cash. Thduyxt
accounts receivable of $6.7 million at Septemberl397 reflect amounts due from normal trade reddgas, including non-domestic open
accounts, as well as funds to be remitted undertedf credit. Of the outstanding trade receivalale of September 30, 1997, $1.3 million has
been collected through October 24, 1997.

Inventory levels at September 30, 1997 of $11.0onihave decreased as compared to $13.9 milliaf 8ecember 31, 1996, reflecting the
shipment of inventory for the Indonesian orderemtories at December 31, 1996 and September 3@, dr@S%tated net of valuation reserves
of $5.9 million and $6.5 million, respectively.

Included in other accrued expenses at Septembdi930, are professional fees, consulting and otbenuals as well as sales taxes payable.
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Results of Operations - Third Quarter of 1997 Coragdo the Third Quarter of 1996

Total Revenues. Total revenues in the third quamneled September 30, 1997 decreased 66% to $3i@nfibm $9.4 million in the third
quarter ended September 30, 1996. Product salesaded in the third quarter of 1997 to $1.9 millicmm $7.5 million in the comparable
quarter of 1996. During the third quarter of 19%i& Company included in Product Revenue approxim&&00,000 related to sales of
prototype TrueLink product to its European alliapegtner.

During the third quarter of 1997, the Company redped $704,000 of Samsung revenue that relatetet®tCDMA technology development
portion of the agreement. The Company also recegnt523,000 of royalty revenue during the thirdrtgreof 1997 from one of its licensees.
During the third quarter of 1996, the Company reiped $754,000 as part of the Samsung agreemeti8,¥0 as part of the Siemens
agreements and $314,000 of royalty revenue fromobits licensees.

Cost of Product Revenues. The cost of Product Rmsefor the third quarter of 1997 decreased to 8@llfbn from $8.8 million for the third
quarter of 1996, primarily due to the decreaserodBct Revenues. The Company had approximately i8§ative gross margin on product
sales for the quarter ended September 30, 199@nagared to a negative gross margin of 16% for tretgr ended September 30, 1996. The
Company has been successful in reducing the cakedfltraPhone product and has gained efficieriniése manufacturing process. The
Company did not achieve Product Revenues suffi¢@ehtlly absorb manufacturing overhead costsatdrd, acceptable absorption rates.
Included in cost of Product Revenues are costsarfyct assembly, integration and testing, distatbebmmissions, freight and tariffs, and
expenses associated with installation, supporieardanty services related to the UltraPhone systéiss included in the cost of sales are
any manufacturing overhead expenses the Companpntased that are not absorbed into inventory Basethe low volume of production
during the quarter.

Other Operating Expenses. Other operating expénsksle sales and marketing expenses, generaldiuhitrative expenses and product
development expenses.

Sales and marketing expenses increased 12% tov#lligh during the third quarter of 1997 as comphte $1.2 million during the third
quarter of 1996. The increase is primarily duertanerease in activity levels including costs agsed with increasing activity related to the
Company's B-CDMA based product but was partialfgetfby decreased commission expense due to theasdecin UltraPhone Product
Revenues in the three month period of 1997.

General and administrative expenses for the thiattgr of 1997 increased 9% to $2.9 million frome$aiillion for the third quarter of 1996.
The increase is primarily due to an increase iemaamortization expense related to the buyout@tinority interest of InterDigital Patents
Corporation ("Patents Corp,") in September 1996amihcrease in corporate communications activities

Product development expenses for the third quaft&®97 decreased 7% to $5.5 million as comparé&bid million during the third quarter
of 1996. Included in the 1996 period is non reaw@ngineering charges of $875,000 related to Bhtoeme product engineering partially
offset by increased activity levels.

Other Income and Expense. Interest income forttind fuarter of 1997 was $745,000 as compared 92,880 for the third quarter of 1996.
The Company had lower average invested cash balamtke 1997 period as compared to the 1996 pdriderest expense for the quarter
ended September 30, 1997 was $81,000 as compa$ss @00 for the quarter ended September 30, Td8Sincrease is due primarily to the
mortgage interest related to the Company's purobfise King of Prussia facilities in the third gter of 1996.
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Minority Interest. In December 1992, the Companig £76% of the common shares of Patents Corp.wihéd, prior thereto, been a wholly-
owned subsidiary of the Company. The Company rexbrob charge in minority interest in the third deaof 1996. During September 1996,
the Company reacquired the minority interest o&Rtst Corp. in exchange for shares of the Comp&wugrsmon Stock and will therefore no
longer record a change in the Minority Interedbility.

Results of Operations - Nine Months Ended Septerd®et997 Compared to Nine Months Ended Septemhet96

Total Revenues. Total revenues for the nine moartilled September 30, 1997 increased 16% to $47i8mdilom $40.9 million for the nine
months ended September 30, 1996 primarily due fn@rase in the amount of Product Revenues partffset by a decrease in Licensing
and Alliance Revenues. Product Revenues increg®&¥ tluring the nine months ended September 30, t10922.2 million from $14.4
million in the comparable period of 1996 primamdye to the completion of shipments of the Indomesi@er. Also included in Product
Revenues for the nine months ended September 90,i& &ipproximately $600,000 related to sales ofgtype TrueLink product to its
European alliance partner. License and AllianceeRees for the nine months ended September 30,ii®Rides $2.1 million as part of the
Samsung Agreements, $1.6 million as part of then8res Agreements and $1.5 million of royalty revefiam one licensee. Licensing and
Alliance Revenues for the nine months ended Sepe 1996 includes $22.3 million as part of thenSung agreements and $4.3 million
as part of the Siemens agreements.

Cost of Product Revenues. The cost of Product Rmsefor the nine months ended September 30, 18¢8&ased 128% to $37.9 million from
$16.7 million for the nine months ended SeptemiBerl®96. The Company incurred a positive gross mang Product Revenues of 10% for
the nine months ended September 30, 1997 as cothfzaaenegative gross margin of 16% for the ninetmperiod ended September 30,
1996. Included in cost of Product Revenues aresadgtroduct assembly, integration and testingritistor commissions, freight and tariffs,
and expenses associated with installation, sugmaitwarranty services related to the UltraPhontesys as well as the overhead expenses
the Company has incurred in maintaining its proiductesources that were not absorbed into inverdagyto the low volume of production.
At low production levels, such as those experiernindbe first half of 1996 and the third quarterl®97, the Company incurs substantial
negative gross profit margins because productisitscare spread over only a limited number of wfifgroduction.

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

Sales and marketing expenses increased 77% torich during the nine months ended Septemberl89;7 compared from $3.1 million
during the nine months ended September 30, 1996inknease is primarily due to increased commissexpense, commensurate with the
increase in Product Revenues and increased lef/elareting and sales activities, including actestrelated to the marketing of the
Company's TrueLink product.

General and administrative expenses for the ninetinsoended September 30, 1997 increased 18% tar#illicn from $8.0 million for the
nine months ended September 30, 1996. The inchegsmeral and administrative expense is due pifiynarincreased patent amortization
expense related to the buyout of the minority egéof Patents Corp. in September 1996 and higitpocate communications activity levels.

Product development expenses increased 21% farieenonths ended September 30, 1997 to $18.2miitom $15.1 million for the nine
months ended September 30, 1996. The increasalmerior year period is due primarily to increastaff and activity levels devoted to the
development of the B-CDMA technology and the camtith development of the Company's UltraPhone product
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Other Income and Expense. Interest income for ithe months ended September 30, 1997 was $1.8 mdkocompared to $3.0 million for
the nine months ended September 30, 1996. Theakecie due primarily to lower average invested eaghinvestment balances in 1997
compared to 1996. Interest expense for the ninghmmeriod ended September 30, 1997 was $309,000mpared to $132,000 for the nine
month period ended September 30, 1996. The incisake primarily to the mortgage interest relatethe Company's purchase of its King
of Prussia facilities in the second quarter of 1996

Minority Interest. In December 1992, the Companig £076% of the common shares of Patents Corpghwhad, 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 isterg@ortion of the net income of Patents CorptHernine months ended September 30,
1996. During September 1996, the Company reacqthiechinority interest of Patents Corp. in exchafogeshares of the Company's
Common Stock and will therefore no longer recoathange in the Minority Interest liability.

STATEMENT PURSUANT TO THE PRIVATE SECURITIES LITIGA TION REFORM ACT OF 1995

The foregoing Management's Discussion and Anabsisdiscussions of the Company's business corgeirafd looking statements
reflecting, among other things, the Company's curpeliefs, intentions and expectations as tobjedives, including with respect to the
development and commercialization of its B-CDMAHhealogy, objectives and potential for the Compapysiuct business, contract with
MPT, contract with PTCL and backlog. Such statement subject to risks and uncertainties. The Compautions the readers that
important factors in some case have affected antthei future, could materially affect the Compamgtual results and cause the Company's
actual results to differ materially from the resugixpressed in any such forward looking statenidr@se factors include but are not limited to:
technical, financial or other difficulties or detayn the development, production, re-engineeriegtiig and marketing or sale of the
Company's products; failure to secure additionakmg capital; failure to fully and successfully piement the alliance program; failure of
alliance partners to meet the Company's expectatfaiure of other persons with a business refetiip with the Company to secure
adequate financing, required frequencies or ottiags necessary to fulfill their obligations to @empany; failure to perform the Myanmar
contract due to inability to secure acceptablerfiiag, lack of governmental or regulatory appraa@ifirming implementation, U.S. sanctic

or other governmental prohibitions, failure of MBTulfill its obligations to the Company, lack ebntinuous flow of financing, or other
factors; unstable foreign governments and legaksys and inter-governmental disputes; the failaneéstablish negotiations or renegotiate a
mutually acceptable contract with PTCL; the effaaftsand changes in, foreign trade, monetary asahfipolicies, laws and regulations or
other activities of foreign and the United Statesegnments, agencies and similar organizationsglififieulty or inability to enforce

contractual commitments abroad; demand for andspres on margin on the Company's products; andvaiability of competitive products
superior on a perceived, relative or actual bagis the Company's products. The Company undertageasbligation to publicly update any
forward looking statements, whether as a resutiesf information, future events or otherwise.
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PART Il - OTHER INFORMATION

Item 1. Legal Proceedings

As reported in the Company's Quarterly Report omFd0-Q for the quarter ended June 30, 1997, in July718® U.S. Court of Appeals f
the Federal Circuit partially overturned a U.S.tbi$ Court decision in the patent infringementecagtween ITC and Motorola, Inc. by
reinstating two claims that had previously beer n@Valid. The Court of Appeals also affirmed ttadigdity of three other claims, affirmed the
invalidity of nineteen claims, and denied ITC'suest for a new trial as to validity and infringerhe&ssues. ITC requested a rehearing in the
Court of Appeals, which request was denied. ITCdesded not to pursue an appeal to the UnitegeS@tipreme Court.
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Item 6. Exhibits and Reports on Form 8-K.
(&) The following is a list of exhibits filed asmpaf this Form 10-Q:

Exhibit 10.33 Employment Agreement dated Ju ne, 1997 by and
between InterDigital Communic ations Corporation and
Joseph Gifford

Exhibit 10.34 1997 Stock Option Plan for No n-Employee Directors

Exhibit 27 Financial Data Schedule

(b) The following is a list of Current Reports oarf 8-K filed during the third quarter of 1997:
None.
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SIGNATURES

Pursuant to the requirements of the Securities &xgl Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the
undersigned thereunto duly authorized.

INTERDIGITAL COMMUNICATIONS CORPORATION

Dat e: Novenber 13, 1997 /sl WIlliam A. Doyl e, President

WIlliam A Doyle, President

Dat e: Novenber 13, 1997 /sl Keith R Ruck

Keith R Ruck, Chief Accounting Oficer
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EMPLOYMENT AGREEMENT

THIS EMPLOYMENT AGREEMENT is made this day of Jud®97, by and between Joseph H. Gifford, a residetite Commonwealth of
Pennsylvania (the "Employee"), and InterDigital Goumications Corporation, a corporation organizedi existing under the laws of the
Commonwealth of Pennsylvania (the "Company").

WHEREAS, the Company is engaged in the businedsw#loping and marketing certain types of advamiigial wireless
telecommunications systems using proprietary telcigies for voice and data communications, as margqularly described in the
Company's Form 10-K as filed from time to time, dnel licensing of wireless digital telephone tedbgy (the "Business").

WHEREAS, Employee serves in the position of Exeeutfice President, Business Development of the GomgEmployee's "Position™) .

WHEREAS, the Company and Employee desire to enterarrangements covering the termination of Emgdédsemployment with the
Company and the treatment of confidential inforaratby Employee, among other things.

NOW, THEREFORE, in consideration of the mutual ctass and obligations contained herein, and intenpth be legally bound, the parti
subject to the terms and conditions set forth Ine@jree as follows:

1. Employment, Duties and Term. Employee shalleséme Company faithfully and to the best of hidigband shall devote his full time,
attention, skill and efforts to the performancelef duties required by or appropriate for his Rasitintil his employment hereunder is
terminated pursuant to the provisions of Sectitrei&to (the "Term"). During the term of his empl@m) Employee agrees to assume such
duties and responsibilities as may be customardident to his Position, and as may be reasonasigmaed to Employee from time to time
the President of the Company. Employee shall repdtie President of the Compal



2. Other Business Activities. During the Term, Eaygle will not, without the prior written consenttbé Company, directly or indirectly
engage in any other business activities or pursthistsoever, except activities in connection witly aharitable or civic activities, personal
investments and serving as an executor, trusteeather similar fiduciary capacity; provided, hoveg, that such activities do not interfere
with his performance of his responsibilities andigdtions pursuant to this Agreement.

3. Compensation. The Company shall pay Employeg Eamployee hereby agrees to accept, as compenéatiat services rendered
hereunder and for Employee's covenant not to camgeprovided for in Section 7 hereof, a basesalathe annual rate of One Hundred and
Fifty Thousand Dollars (subject to any increasenftame to time, the "Base Salary"). The Base Sagafl be inclusive of all applicable
income, social security and other taxes and chaxpésh are required by law to be withheld by ther@any or which are requested to be
withheld by Employee, and which shall be withheatd paid in accordance with the Company's normatqdagractice for its similarly

situated employees from time to time in effectatidition to the Base Salary, Employee shall beldéigo participate in whatever bonus plan,
if any, the Company shall adopt for its executitficers, including without limitation, the ExecugévBonus Plan the Company currently
intends to develop and implement with the assigtafi&rnst & Young. Notwithstanding the foregoimgptsentences, the Company shall be
under no obligation to develop and/or implement bogus plan, including without limitation, the aésaid Executive Bonus Plan, or to
continue any such plan, if adopted.

4. Benefits and Expenses. Employee shall be eshtidleeceive those employee benefits (includingeespe reimbursement) as shall be
provided to similarly situated executive employeéthe Company ("Benefits").

5. Confidentiality. Employee recognizes and ackmaulgks that the Proprietary Information (as her&énafefined) is a valuable, special and
unique asset of the Business of the Company. A&sultr both during the Term and thereafter, Empateall not, without the prior written
consent of the
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Company, for any reason either directly or indisedivulge to any third-party or use for his owmieéit, or for any purpose other than the
exclusive benefit of the Company, any confidenpabprietary, business and technical informatiotrade secrets of the Company or of any
subsidiary or affiliate of the Company ("Proprigtémformation”) revealed, obtained or developethia course of his employment with the
Company. Such Proprietary Information shall incluolg shall not be limited to, the intangible peraloproperty described in Section 7(b)
hereof, any information relating to methods of pretibn and manufacture, research, computer codestuctions (including source and
object code listings, program logic algorithms, reuitines, modules or other subparts of computegnaras and related documentation,
including program notation), computer processingiays and techniques, concepts, layouts, flowchsapégifications, know-how, any
associated user or service manuals or other likeaématerials (including any other data and makgused in performing the Employee's
duties), all computer inputs and outputs (regasdfgshe media on which stored or located), hardveard software configurations, designs,
architecture, interfaces, plans, sketches, bluepramd any other materials prepared by the Emplay¢he course of, relating to or arising out
of his employment by the Company, or prepared lyyaher Company employee, representative, or cotrdor the Company, or its
customers (including information and other matarddting to the ASIC), costs, business studiesinmss procedures, finances, marketing
data, methods, plans and efforts, the identitideehsees, strategic partners, customers, contsaahd suppliers and prospective licensees,
strategic partners, customers, contractors andisupphe terms of contracts and agreements vigmsees, strategic partners, customers,
contractors and suppliers, the Company's relatipngtith actual and prospective licensees, stratpgitners, customers, contractors and
suppliers and the needs and requirements of, &n@dmpany's course of dealing with, any such actupfospective licensees, strategic
partners, customers, contractors and suppliersppeel information, customer and vendor creditrimf@tion, and any other materials that
have not been made available to the general pybstiwjded, that nothing herein contained shallrreiSEmployee's ability to make such
disclosures during the course of his employmembag be necessary or appropriate to the effectideséficient discharge of the duties
required by or appropriate for his Position or ashsdisclosures may be required by law; and
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further provided, that nothing herein containedIgiestrict Employee from divulging or using forshbwn benefit or for any other purpose
Proprietary Information that is readily availabtethe general public so long as such informatiahndit become available to the general pt
as a direct or indirect result of Employee's breafctis Section 5. Failure by the Company to neamk of the Proprietary Information as
confidential or proprietary shall not affect itatsts as Proprietary Information under the termthigfAgreement.

6. Property.

() All right, title and interest in and to Propegy Information shall be and remain the sole axdusive property of the Company. During
Term, Employee shall not remove from the Compaoifises or premises any documents, records, notehdibes, correspondence, reports,
memoranda or similar materials of or containingdPietary Information, or other materials or progest any kind belonging to the Company
unless necessary or appropriate in accordancethttuties and responsibilities required by or appate for his Position and, in the event
that such materials or property are removed, athefforegoing shall be returned to their proplessfor places of safekeeping as promptly as
possible after the removal shall serve its spepifippose. Employee shall not make, retain, remadéoa distribute any copies of any of the
foregoing for any reason whatsoever except as raayebessary in the discharge of his assigned dartigshall not divulge to any third
person the nature of and/or contents of any ofdhegoing or of any other oral or written inforn@tito which he may have access or with
which for any reason he may become familiar, exasmtisclosure shall be necessary in the perforenahhis duties; and upon the
termination of his employment with the Companyshall leave with or return to the Company all av@s and copies of the foregoing the
his possession, whether prepared by Employee othzys.

(b) (i) Employee agrees that all right, title anterest in and to any innovations, designs, systamayses, ideas for marketing programs, and
all copyrights, patents, trademarks and trade naaresmilar intangible personal property which @deen or are developed or created in
whole or in part by Employee (1) at any time andrat place while the
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Employee is employed by Company and which, in tseof any or all of the foregoing, are relatedrid used in connection with the
Business of the Company, (2) as a result of taskgiaed to Employee by the Company, or (3) fromutteof premises or personal property
(whether tangible or intangible) owned, leasedamtiacted for by the Company (collectively, thetéliectual Property"), shall be and remain
forever the sole and exclusive property of the Camyp The Employee shall promptly disclose to then@any all Intellectual Property, and
the Employee shall have no claim for additional pemsation for the Intellectual Property.

(i) The Employee acknowledges that all the Inlial Property that is copyrightable shall be cdetd a work made for hire under United
States Copyright Law. To the extent that any cayeble Intellectual Property may not be consideragbrk made for hire under the
applicable provisions of the United States Copyrighw, or to the extent that, notwithstanding tbeefjoing provisions, the Employee may
retain an interest in any Intellectual Propertyt ikanot copyrightable, the Employee hereby irr@lag assigns and transfers to the Company
any and all right, title, or interest that the Eoy®e may have in the Intellectual Property und@ydght, patent, trade secret and trademark
law, in perpetuity or for the longest period otheevpermitted by law, without the necessity oftiertconsideration. The Company shall be
entitled to obtain and hold in its own name allyrights, patents, trade secrets, and trademarksredpect thereto.

(iii) Employee further agrees to reveal promptlyiafformation relating to the same to an appropriatticer of the Company and to cooperate
with the Company and execute such documents admagcessary or appropriate (1) in the event liea€Company desires to seek copyri
patent or trademark protection, or other analogwatection, thereafter relating to the IntellectBabperty, and when such protection is
obtained, to renew and restore the same, or (@@fiend any opposition proceedings in respect dinlity and maintaining such copyright,
patent or trademark protection, or other analogwatection.

(iv) In the event the Company is unable after raabte effort to secure Employee's signature oncdutlye documents referenced in Section 6
(b)(iii) hereof, whether because

-5



of Employee's physical or mental incapacity ordoy other reason whatsoever, Employee hereby iceblp designates and appoints the
Company and its duly authorized officers and agast&mployee's agent and attorney-in-fact, toacamd in his behalf and stead to execute
and file any such documents and to do all othefubiyvpermitted acts to further the prosecution @&sliance of any such copyright, patent or
trademark protection, or other analogous protectioth the same legal force and effect as if exedity Employee.

7. Covenant Not to Compete. The Employee shalldaing the Term and thereafter for the Restridtedod (as defined below), do any of
the following, directly or indirectly, without therior written consent of the Company:

(a) engage or participate in any product businessttly competitive with the Company's Businessthar business of any of the Company's
subsidiaries or affiliates, as same are conduateidglthe Term with respect to any period during Tierm, or upon the termination of
Employee's employment hereunder with respect topanipd thereafter;

(b) become interested in (as owner, stockholdaeddg partner, co-venturer, director, officer, eoygle, agent, consultant or otherwise) any
person, firm, corporation, association or otheitgmingaged in any business that is directly coitipetwith the Business of the Company or
of any subsidiary or affiliate of the Company asdawacted during the Term with respect to any pedordng the Term, or upon the terminat

of Employee's employment hereunder with respeahtoperiod thereafter, or become interested imager, stockholder, lender, partner, co-
venturer, director, officer, employee, agent, cdtasii or otherwise) any portion of the businesamyf person, firm, corporation, associatiol
other entity where such portion of such businestrectly competitive with the business of the Camyp or of any subsidiary or affiliate of 1
Company as conducted during the Term with respeaty period during the Term, or upon terminatibEmployee's employment hereunt
with respect to any period thereafter. Notwithstagdhe foregoing, Employee may hold not more tbae percent (1%) of the outstanding
securities of any class of any publicly-traded siieis of a company that is engaged in activiteferenced in Section 7(a) hereof;

-6-



(c) influence or attempt to influence any licensggtegic partner, supplier, or customer of then@any or potential licensee, strategic
partner, supplier or customer of the Company tmiteate or modify any written or oral agreementaurse of dealing with the Company; or

(d) influence or attempt to influence any persoeither (i) terminate or modify his employment, sohing, agency, distributorship or other
arrangement with the Company, or (ii) employ oaimgtor arrange to have any other person or eatitgloy or retain, any person who has
been employed or retained by the Company as anogesal consultant, agent or distributor of the Comypat any time during the twelve (12)
month period immediately preceding the terminatibEmployee's employment hereunder.

For purposes of this Section 7, the Restrictedodeshall constitute (as applicable) (i) the peribdny, that Employee shall receive severance
as set forth in Section 8 hereof, (ii) in the evEntployee's employment hereunder is terminateddase pursuant to Section 8 hereof, a
period of one (1) year following such termination (iii) in the event that Employee terminates thigeement without Good Reason, so long
as the Company voluntarily pays severance to Enegldwhich the Company shall be under no obligatotho), for the period that Employee
shall receive such severance, but in no event parad longer than one (1) year.

8. Termination. Employee's employment hereunder beaterminated during the Term upon the occurrehegy one of the events described
in this Section

8. Upon termination, and in consideration of th&nietions contained in Sections 5, 6 and 7 hetemployee shall be entitled (but shall only
be entitled) to the compensation and benefits asritreed in this Section 8.

8.1. Termination for Disability.

(@) In the event of a long-term disability of thengloyee (as such term is defined in the CompanygjtTerm Disability Plan) such that the
Employee is not otherwise qualified to perform éissential functions of the job with or without reaable accommodation ("Disability"),
Employee's employment hereunder may be terminatedeoCompany.
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(b) In the event of a termination of Employee's Eyment hereunder pursuant to Section 8.1(a), Epgalavill be entitled to receive all
accrued and unpaid (as of the date of such terroijaBase Salary and Benefits and other forms offgensation and bonus payable or
provided in accordance with the terms of any thastiag compensation, bonus or benefit plan orregeanent ("Other Compensation"),
including payments prescribed under any disahilitlife insurance plan or arrangement in which Eogpk is a participant or to which
Employee is a party as an employee of the Comgaraddition, for a period of one year following suermination, Employee shall be
entitled to receive (i) regular installments of B&alary at the rate in effect at the time of secmination, such amount being reduced by the
amount of payments received by the Employee wipeet to this period pursuant to any Social Seceritittement or any long term

disability or any other employee benefit plan, pplor program maintained to provide benefits ingkient of disability in which the Employ
was entitled to participate at the time of termimatunder Section 8.1(a), and (ii) medical and dectverage on terms and conditions
comparable to those most recently provided to t@lByee pursuant to this Agreement, to the extech £overage is not provided under
other Company policies, plans or programs relatinQisability. Except as specifically set forththis Section 8.1(b), the Company shall have
no liability or obligation to Employee for competisa or benefits hereunder by reason of such teatiun.

(c) For purposes of this Section 8.1, the detertiinas to whether Employee has a long-term diggl§ds such term is defined in the
Company's Long-Term Disability Plan) shall be mhgie licensed physician selected by the Company (@asonably acceptable to
Employee) and shall be based upon a full physixafrénation and good faith opinion by such physician

8.2. Termination by Death. In the event that Empkogies during the Term, Employee's employmentumeler shall be terminated thereby
and the Company shall pay to Employee's executmgal representatives or administrators an amaogunlego the accrued and unpaid portion
of his Base Salary, Benefits and Other Compensatiotihrough the date on which he dies. In additsoiject to the approval of the
Compensation and Stock Option Committee of the @o&Directors (or the Board itself), all unvestgations previously granted to
Employee will
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vest on the date of Employee's death. Except asfigadly set forth in this Section 8.2, the Compahall have no liability or obligation
hereunder to Employee's executors, legal repredggaadministrators, heirs or assigns or anyrgtleeson claiming under or through him by
reason of Employee's death, except that Emplogsesutors, legal representatives or administratiltde entitled to receive the payment
prescribed under any death or disability benefas jn which he is a participant as an employethefCompany, and to exercise any rights
afforded under any compensation or benefit plan theffect.

8.3. Termination for Cause.

(a) The Company may terminate Employee's employinemgunder at any time for "cause" upon writtericeato Employee. For purposes of
this Agreement, "cause” shall mean: (i) any maltéri@ach by Employee of any of his obligations urttiés Agreement, which breach is not
cured within thirty (30) days after Employee's iiptef written notification from the Company of $ubreach, (ii) other conduct of Employee
involving any type of willful misconduct with resgieto the Company, including without limitation fidy embezzlement, theft or proven
dishonesty in the course of his employment or actiovi of a felony.

(b) In the event of a termination of Employee's Eyment hereunder pursuant to Section 8.3(a), Eygglshall be entitled to receive all
accrued but unpaid (as of the effective date ofi semination) Base Salary, Benefits and Other Gamption. All Base Salary, Benefits and
Other Compensation shall cease at the time of rafination, subject to the terms of any benefit@npensation plan then in force and
applicable to Employee. Except as specificallyfegh in this Section 8.3, the Company shall hasdiability or obligation hereunder,
including without limitation for any severance wéagver, by reason of such termination.

8.4. Termination Without Cause.

(a) The Company may terminate Employee's employinemgunder at any time, for any reason, withouseaeaffective upon the date
designated by the Company upon thirty (30) daysrprritten notice to Employee. Company may eledtdoe
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Employee remain absent from the workplace and c8asgpany business during all or part of such thi8) day period.

(b) In the event of a termination of Employee's yment hereunder pursuant to Section 8.4(a) (dinlyby the Company's delivery of
written notice not to renew the Term in accordanih the provisions of Section 1 hereof in the evarch termination is not for cause),
Employee shall be entitled to receive all accrugdumpaid (as of the effective date of such tertimmd Base Salary, Benefits and Other
Compensation. In addition, Employee shall be etitb receive (i) severance in an amount equatripl&yee’'s Base Salary, and (ii) medical
and dental coverage on terms and conditions corbjeata those most recently provided to the Emplgyemsuant to this Agreement, both for
the period of one year commencing upon the daseidi termination. Such severance shall be inclusfiedl applicable income, social
security and other taxes and charges which aréreztjy law to be withheld by the Company and sheallvithheld and paid in accordance
with the Company's normal payroll practice foratecutives from time to time in effect. All Basd@wg, Benefits and Bonuses shall cease at
the time of such termination, subject to the teahany benefit or compensation plan then in foneeé applicable to Employee. Except as
specifically set forth in this Section 8.4, the Guany shall have no liability or obligation hereuntg reason of such termination.

8.5. Termination by Employee.

(a) Employee may terminate Employee's employmergumeler at any time, for Good Reason or withoutdsReason, effective upon the d
designated by Employee in written notice of thenieation of his employment hereunder pursuant i@ $iection 8.5(a); provided that, such
date shall be at least thirty (30) days after thie @f such notice. For purposes of this Agreem@atd Reason shall mean: (i) the failure by
the Company to pay in a timely manner Base Salagng other material form of compensation or matdrenefit to be paid or provided to
Employee hereunder, or (ii) any material breach emcompassed within clause (i) of this Sectiorfe§,5of the obligations of the Company
under this Agreement which breach is not curediwithirty (30) days after the Company's receipivatten notification from the Employee
of such breach.
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(b) In the event of a termination of Employee's Emyment hereunder pursuant to Section 8.5(a) heEgaployee shall be entitled to receive
all accrued but unpaid (as of the effective datsumh termination) Base Salary, Benefits and O@imenpensation. In addition, solely if such
termination is for Good Reason, Employee shallrigled to receive (i) severance in an amount etu#the Employee's Base Salary, and (ii)
medical and dental coverage on terms and conditiomparable to those most recently provided tdimgloyee pursuant to this Agreement,
both for the period of one year commencing uporddtte of such termination. Such severance shalblgable as set forth in Section 8.4(b)
hereof. Except as specifically set forth in thit@®s 8.5(b), all Base Salary, Benefits and Othem@ensation shall cease at the time of such
termination, subject to the terms of any benefit@npensation plan then in force and applicabEErployee. Except as specifically set forth
in this

Section 8.5, the Company shall have no liabilitypbligation hereunder by reason of such termination

8.6. Change of Control.

(a) If there is a Change of Control during the Teamd Employee's employment with the Company hefeuis terminated within one (1)
year following such Change of Control by the Compgaxcept for cause) or by Employee (whether offonGood Reason), Employee st
be entitled to receive all accrued but unpaid (adb@effective date of such termination) Base §alBenefits and Other Compensation. In
addition, (i) Employee shall be entitled to receiop the date of such termination, an amount emuabo years' worth of Employee's Base
Salary, and (ii) all stock options granted to Enyele by Company which pursuant to the terms of figieable stock option plan vest upon a
Change in Control (e.g., Section 17(b) of the 188&ck Option Plan for Employees and Outside Dinesjtshall vest. Except as specifically
set forth in this Section 8.6, all Base Salary, &#s and Other Compensation shall cease at thedinsuch termination, subject to the terms
of any benefit or compensation plans then in f@ce applicable to Employee, and the Company shak Imo liability or obligation hereunc
by reason of such termination.
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(b) For purposes of this Section 8.6, a "Changéaftrol" means the acquisition (including by mergeconsolidation, or by the issuance by
the Company of its securities) by one or more peys$o one transaction or a series of related tditges, of more than fifty percent (50%) of
the voting power represented by the outstandingkstbthe Company on the date hereof. For thespgsas, "Person” means an individual,
partnership, corporation, joint venture, assocmttoust, unincorporated association, other emtitgssociation.

8.7. Termination for Absenteeism

(a) Regular attendance at work or in conductingki®an essential element of Employee's job. Wittimiting the Company's right to
terminate Employee pursuant to Section 8.1 or 8r8ih, in the event that Employee is absent forentiean one hundred and fifty
(150) days within any twelve (12) month period, Hogpe's employment hereunder may be terminateddmp@ny.

(b) In the event of a termination of Employee's yment hereunder pursuant to Section 8.7(a), Epggavill be entitled to receive all
accrued and unpaid (as of the date of such termnimjaBase Salary and Benefits and other forms offensation and bonus payable or
provided in accordance with the terms of any thastiag compensation, bonus or benefit plan orregeanent ("Other Compensation"),
including payments prescribed under any disahilitlife insurance plan or arrangement in which Eogpk is a participant or to which
Employee is a party as an employee of the Comgaraddition, for a period of one year following suermination, Employee shall be
entitled to receive (i) regular installments of B&alary at the rate in effect at the time of gecmination, such amount being reduced by the
amount of payments received by the Employee wipeet to this period pursuant to any Social Seceritittement or any long term
disability or any other employee benefit plan, pplor program maintained to provide benefits ingkient of disability in which the Employ
was entitled to participate at the time of termimatunder Section 8.7(a), and (ii) medical and diecwverage on terms and conditions
comparable to those most recently provided to tglByee pursuant to this Agreement, to the extech £overage is not provided under
other Company policies, plans or programs relatinQisability. Except as specifically set forththis
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Section 8.7(b), the Company shall have no liabiitybligation to Employee for compensation or gméereunder by reason of such
termination.

9. Other Agreements. Employee represents and warn@athe Company that:

(a) There are no restrictions, agreements or utatetmgs whatsoever to which Employee is a partichvtvould prevent or make unlawful
Employee's execution of this Agreement or Emplsyesiployment hereunder, or which are or would bensistent or in conflict with this
Agreement or Employee's employment hereunder, atdvarevent, limit or impair in any way the perfante by Employee of his
obligations hereunder,

(b) Employee's execution of this Agreement and Eyge's employment hereunder shall not constitlieach of any contract, agreement or
understanding, oral or written, to which Employsea iparty or by which Employee is bound, and

(c) Employee is free to execute this Agreementtarehter into the employ of the Company pursuarieéoprovisions set forth herein.

(d) Employee shall disclose the existence and tefrtise restrictive covenants set forth in this @égment to any employer that the Employee
may work for during the term of this Agreement (alhemployment is not hereby authorized) or aftertétmination of the Employee's
employment at the Company.

10. Survival of Provisions. The provisions of tAigreement set forth in Sections 5, 6, 7, 8 (sokdth respect to the payment obligations of
the Company to Employee, if any, set forth therednand 20 hereof shall survive the terminatiowiployee's employment hereunder. If for
any reason Employee shall continue to be employatidoCompany following the termination of Emplo\geemployment hereunder,
Employee shall have no right to receive any sewaram other payments hereunder until Employee saadee employed by the Company,
whereupon Employee's right to severance or oth@anpats, if any, shall be governed by the provisiohSection 8 hereof with respect to the
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particular circumstances involved in the Employge'mination of employment.

11. Successors and Assigns. This Agreement sha# o the benefit of and be binding upon the Camgmand Employee and their respective
successors, executors, administrators, heirs apdfanitted assigns; provided, however, that neiiraployee nor the Company may make
any assignments of this Agreement or any interesstih, by operation of law or otherwise, withou firior written consent of the other
parties hereto.

12. Employee Benefits. This Agreement shall notdmestrued to be in lieu or to the exclusion of ather rights, benefits and privileges to
which Employee may be entitled as an employee@fbmpany under any retirement, pension, profitisgainsurance, hospital or other
plans or benefits which may now be in effect orahhinay hereafter be adopted.

13. Notice. Any notice or communication requirecpermitted under this Agreement shall be made itingrand sent by certified or
registered mail, return receipt requested, by rdmlidery, or by recognized overnight courier, addesl as follows:

If to Employee:

Joseph H. Gifford
c/o InterDigital Communications Corporation 781 ifthAvenue
King of Prussia, Pennsylvania 19406

If to Company:

InterDigital Communications Corporation
781 Third Avenue
King of Prussia, Pennsylvania 19406

Attn: Harry Campagna, Chairman
with a copy to:
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Pepper, Hamilton & Scheetz
3000 Two Logan Square
18th and Arch Streets
Philadelphia, PA 19103
Barry M. Abelson, Esquire

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

14. Entire Agreement; Amendments. This Agreemedtamtains the entire agreement and understandithg garties hereto relating to the
subject matter hereof, and merges and supersdgefaland contemporaneous discussions, agreeraedtsinderstandings of every nature
between the parties hereto relating to the employmEEmployee with the Company. This Agreement maiybe changed or modified,
except by an Agreement in writing signed by eacthefparties hereto.

15. Waiver. The waiver of the breach of any terrpravision of this Agreement shall not operate mkeoconstrued to be a waiver of any
other or subsequent breach of this Agreement.

16. Governing Law. This Agreement shall be constrared enforced in accordance with the laws of tam@onwealth of Pennsylvania.

17. Invalidity. In case any one or more of the fgmns contained in this Agreement shall, for aegson, be held to be invalid, illegal or
unenforceable in any respect, such invalidityg#ility or unenforceability shall not affect the idétly of any other provision of this
Agreement, and such provision(s) shall be deematifiad to the extent necessary to make it enforleeab

18. Section Headings. The section headings inAhisement are for convenience only; they form na phthis Agreement and shall not
affect its interpretation.
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19. Number of Days. In computing the number of daypurposes of this Agreement, all days shaltdented, including Saturdays, Sundays
and legal holidays; provided, however, that if final day of any time period falls on a Saturdayn&ay or day which is a holiday in the
Commonwealth of Pennsylvania, then such final de}l e deemed to be the next day which is nottar8ay, Sunday or legal holiday.

20. Specific Enforcement; Extension of Period.

(a) Employee acknowledges that the restrictionsatnead in Sections 5, 6, and 7 hereof are reaserata necessary to protect the legitimate
interests of the Company and its affiliates and the Company would not have entered into this Agrent in the absence of such restricti
Employee also acknowledges that any breach by higections 5, 6, or 7 hereof will cause continuamgl irreparable injury to the Company
for which monetary damages would not be an adeqeatedy. The Employee shall not, in any actionroceeding to enforce any of the
provisions of this Agreement, assert the claimefedse that an adequate remedy at law existselavéint of such breach by Employee, the
Company shall have the right to enforce the prowisiof Sections 5, 6, or 7 of this Agreement biseginjunctive or other relief in any
court, and this Agreement shall not in any waytiremedies of law or in equity otherwise availaioléhe Company. If an action at law or in
equity is necessary to enforce or interpret theseof this Agreement, the prevailing party shalkbétled to recover, in addition to any other
relief, reasonable attorneys' fees, costs and disments. In the event that the provisions of 8astb, 6, or 7 hereof should ever be
adjudicated to exceed the time, geographic, orrditmétations permitted by applicable law in anypéipable jurisdiction, then such provisions
shall be deemed reformed in such jurisdiction ®rttaximum time, geographic, or other limitationsnpited by applicable law.

(b) In the event that Employee shall be in breddmng of the restrictions contained in Section &b then the Restricted Period shall be
extended for a period of time equal to the peribtinoe that Employee is in breach of such restwitti
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21. Consent to Suit. Any legal proceeding arisingaf or relating to this Agreement shall be inggd in the District Court of the Eastern
District of Pennsylvania, or if such court does hate jurisdiction or will not accept jurisdictioin, any court of general jurisdiction in the
Commonwealth of Pennsylvania, and the Employeebyarensents to the personal and exclusive jurisgticif such court and hereby waives
any objection that the Employee may have to thim¢agf venue of any such proceeding and any claighefense of inconvenient forum.

22. Counterparts. This Agreement may be executedénor more counterparts, each of which shalldssreed an original, and all of which
together shall be deemed to be one and the saingnrent.

IN WITNESS WHEREOF, the parties have caused thieggent to be executed the day and year firstamrdbove.

ATTEST: INTERDIGITAL COMMUNICATIONS
CORPORATION

By:/s/ Jane S. Schultz By:/s/ WIlliam A. Doyl e,

Title: Asst. Secretary Title: President

[ CORPORATE SEAL]

/sl Joseph H. G fford

Joseph H. G fford
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INTERDIGITAL COMMUNICATIONS CORPORATION
1997 STOCK OPTION PLAN FOR NON-EMPLOYEE DIRECTORS
Section 1. Purposes.

The purposes of the Plan are (a) to maintain thepetitive position of the Company by attracting aetiining directors, and (b) to provide
incentive compensation to directors based upoiCtdmapany's performance, as measured by the appoaciathe Common Stock. The
Options awarded pursuant to the Plan are intermledristitute non-qualified stock options.

Section 2. Definitions.

(a) "Adjusted Fair Market Value" shall mean, in theent of a Change of Control, the greater of {@hést price per share of Common Stock
paid or payable to holders of the Common Stockiyntesansaction (or series of transactions) constiguor resulting (or as to which approval
by shareholders of the Company constitutes or t®snl the Change of Control, or (2) the highest Market Value of a share of Common
Stock on any business day during the ninety (99)pagiod ending on the date of the Change of Cantro

(b) "Award" shall mean a grant of an Option to eedior pursuant to the provisions of the Plan.
(c) "Board" shall mean the Board of Directors af tbompany, as constituted from time to time.
(d) "Change of Control" shall mean the happeningrof of the following:

(i) the acquisition in one or more transactionsahy "Person” (as the term person is used for pepogSections 13(d) or 14(d) of the
Exchange Act) of "Beneficial Ownership" (as theridreneficial ownership is used for purposes of R@lé-3 promulgated under the
Exchange Act) of fifty percent (50%) or more of t@mbined voting power of the Company's then onttey voting securities (the "Voting
Securities"), provided that for purposes of thisagaaph, Voting Securities acquired directly frdre Company by any Person shall be
excluded from the determination of such PersonteBeial Ownership of Voting Securities (but sucbtvg Securities shall be included in
the calculation of the total number of Voting Séites 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, reégzgtion or consolidation do not or will not own elitly
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or indirectly immediately following such mergerprganization or consolidation, more than fifty pErt(50%) of the combined voting power
of the outstanding voting securities of the corgoraresulting from or surviving such merger, reammgation or consolidation in substantially
the same proportion as their ownership of the \(p8ecurities immediately before such merger, ragegdion or consolidation or (B) (1) a
complete liquidation or dissolution of the Compamy(2) an agreement for the sale or other dispsif all or substantially all 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 votingusities of the corporation resulting from or suimiy such share exchange in substantially
the same proportion as the ownership of the VdBiagurities outstanding immediately before suchesbachange.

(e) "Code" shall mean the Internal Revenue Codi986, as amended.

(f) "Common Stock" shall mean common stock of tleenpany, $.01 par value per share.

(9) "Company" shall mean InterDigital CommunicasdDorporation, a Pennsylvania corporation.

(h) "Effective Date " shall mean September 4, 1997.

() "ERISA" shall mean the Employee Retirement imeoSecurity Act of 1974, as amended.

()) "Exchange Act" shall mean the Securities ExgfeaAct of 1934, as amended.

(k) "Fair Market Value" shall mean the fair markeatue of a share of Common Stock, as determinesujamt to Section 10 hereof.

() "lllness" shall mean the inability of an Optemto serve as a director of the Company resuitorg a mental or physical iliness,
impairment or any other similar occurrence which ba expected to result in death or which hasdastean be expected to last for a period
of six (6) months, as determined by the Board.

(m) "Non-Employee Director” shall have the mearsegforth in Rule 16b- 3(b)(3)(i) promulgated by thecurities and Exchange
Commission under the Exchange Act, or any succeksfarition adopted by the Securities and Excha@gmmission; provided, however,
that the Board may, in its sole discretion, detagrfrom time to time whether the rules and regoiegiunder Section 162(m) of the Code ¢
apply for purposes of determining which individuate "Non-Employee Directors".

(n) "Option" shall mean a non-qualified stock optto purchase Shares that is Awarded pursuantt®ldm.
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(o) "Option Agreement" shall mean a written agreeinie such form as the President of the Companjéstito the terms and conditions of
this Plan) may from time to time approve evidenangl reflecting the terms of an Option.

(p) "Option Cancellation Date" shall mean, as toche@ption, the first business day after the lafefipin the event of a Change of Control as
defined in Section 2(d)(ii)(A) or Section 2(d)(B)(2), the date on which the transaction approwedhareholders of the Company (as
provided in Section

2(d)(ii)) is consummated; and (ii) in the eventofhange of Control as defined in Section 2(d)(ipection 2(d)(iii), the expiration of a
period of sixty (60) days after the occurrenceuafrsevent.

(q) "Optionee" shall mean the holder of an Option.

(r) "Plan" shall mean this 1997 Stock Option PlanMon-Employee Directors, as amended from timtinte.

(s) "Pool" shall mean the pool of shares of Comi@tatk subject to the Plan, as described and d#tifoSection 4 hereof.
(t) "Securities Act" shall mean the Securities A£1933, as amended.

(u) "Shares" shall mean shares of Common Stockagwed in the Pool, as adjusted in accordance vétiié 11 of the Plan.

(v) "Term Year " shall mean the period between Anaual Meeting of Shareholders of the Company &ediext Annual Meeting of
Shareholders of the Company.

(w) "Vest " and its correlative terms "vested " dmdsting " mean the right to exercise an Optiorooafter the time provided in Section 6 of
the Plan, or as otherwise provided in the PlamdDption Agreement.

Section 3. Administration.

(a) General. The Plan shall be administered byBterd. Subject to the provisions of the Plan, tbard shall have the authority, in its
discretion:

(i) to adopt, alter and repeal such administratistes, guidelines and practices governing the Bfait shall, from time to time, deem
advisable;

(i) to interpret the terms and provisions of tHarPand any Award issued under the Plan (and argeatents relating thereto); (iii) to
determine or modify the terms and conditions, nobnsistent with the terms of the Plan, of any @ptiranted hereunder, including but not
limited to, the share price and any restrictioftimitation, any vesting provisions, or any vestaxgreleration or forfeiture waiver regarding
any Option, or the length of the period followirggrhination of service of any Optionee during whéety Option may be exercised, based on
such factors as the Board shall determine in i discretion; (iv)



to amend the terms of any agreement relating tofavard issued under the Plan;

(v) to authorize any person to execute on behatefCompany any instrument required to effectttedeAward of an Option previously
Awarded or to take such other actions as may bessety or appropriate with respect to the Compaighiss pursuant to Options or
agreements relating to the Award or exercise tHpegml (vi) to make such other determinations astdldish such other procedures as it
deems necessary or advisable for the administrafitime Plan. The Board may correct any defectpluany omission or reconcile any
inconsistency in the Plan or in any award granteithé manner and to the extent it shall deem nacg$s carry out the intent of the Plan.

(b) Effect of Board Decisions. All decisions, detémations and interpretations of the Board shaliit and binding on all persons, includ
the Company and Optionees.

(c) Limitation of Liability. Notwithstanding anythg herein to the contrary, no member of the Bohall e liable for any good faith
determination, act or failure to act in connectidgth the Plan or any Option Awarded hereunder.

Section 4. Stock Subject to the Plan.

Subject to the provisions of Section 11 of the Ptha maximum aggregate number of Shares whichbmawarded and sold under the Plan
is Seven Hundred Fifty Thousand (750,000) Shamdte@tively, the "Pool"). If an Option should expior become unexercisable for any
reason without having been exercised in full, thpurchased Shares which were subject thereto simdiss the Plan shall have been
terminated, return to the Plan and become avaifabliture Award under the Plan.

Section 5. Participation.
Only Non-Employee Directors may be awarded Optiomder the Plan.
Section 6. Awards.

(a) Automatic Grants As of the Effective Date, aipabn the conclusion of the Company's Annual Meetih§hareholders in each year
thereafter, each Non-Employee Director shall rexaiv Option to purchase shares of Common Stookilasvé:

(i) as of the Effective Date, each Non-Employeesblior then serving as a director of the Compani} sdaeive an Option to purchase a
number of shares of Common Stock equal to 16,008,36,000 multiplied by the number of Term Yeasaining in the Non-Employee
Director's term as a director of the Company after1998 Annual Meeting of Shareholders; and
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(i) upon the conclusion of the Company's Annualeliieg of Shareholders in each year commencing tfeeEffective Date, each person v

is elected at such meeting to serve as a dire€thecCompany and who is a Non-Employee Directatlsieceive an Option to purchase a
number of shares of Common Stock equal to 16,006 ptied by the number of Term Years such Non-Emyplo Director has been elected to
serve as a director of the Company; provided thmraon elected or appointed to serve as a Non-dgmelDirector for a period less than a
full Term Years as a director shall receive an @ptb purchase a number of shares of Common Stdcklated on a pro rata basis based on
such person's term as a director.

(b) Discretionary Grants. Options shall be grarntesuch NonEmployee Directors as may be selected upon sugistend in such amounts
may be determined from time to time by the Boardetdorth herein, all in its sole discretion.

(c) Exercise price of all Options shall be the Maarket Value on the Grant Date or the Grant Dasethe case may be, of such Options, and
the term of all Options shall be 10 years.

Section 7. Terms and Conditions of Options/Vesting.

(a) Option Agreement. Each Option Awarded purstatie Plan shall be evidenced by an Option Agregmesuch form as the President of
the Company may from time to time determine. Eaplidd Agreement shall incorporate by referenceeaths and conditions of the Plan.

(b) Vesting -Automatic Grants. Options Awarded pursuant to iBadi(a) of the Plan shall Vest annually on theedztthe Annual Meeting «
Shareholders of the Company with respect to 16sb@des of Common Stock per year (or lesser proarataunt as to any Term Year in
which a director receives a lesser pro-rata slEm@mencing on the date of the Annual Meeting ofr&alders following the Annual
Meeting of Shareholders at which the Options weaaigd (or the date of the Annual Meeting of Shaledrs following the date of grant),
provided that the Non-Employee Director has seduatihg the year (or pro-rata period) preceding sueatie, including as a member and/or
chair of such committees of the Board as the Behadl determine.

(c) Vesting - Discretionary Grants. Options Awapdssuant to Section 6(b) of the Plan shall Vestdoordance with such vesting schedule as
the Board shall determine. In the absence of addatermination as to vesting, such Option Awatasl vest immediately upon grant.

(d) Cessation of Service. An Option shall not legh respect to any additional shares of CommonriStmt yet vested following the
Optionee's cessation of service as a director.



Section 8. Exercise of Options.

(a) Exercisability. To the extent then Vested, Opsi shall be exercisable in full or in part frondafter their respective Grant Dates. No
Option may be exercised at any time after the a@thiversary of the date of its Award.

(b) Manner of Exercise. An Option shall be deenteldd exercised when written notice of such exeftésebeen given to the Company at its
principal executive office in accordance with teents of the Option Agreement by the person entitbegixercise the Option and full payment
for the Shares with respect to which the Optioexisrcised has been received by the Company, accoaapy any other documents required
by the terms of the Plan and/or Option Agreemeull. Fayment may consist of any consideration anthottof payment allowable under
Section 9 of the Plan.

(c) Delivery of Shares. As soon as practicabler aftey proper exercise of an Option in accordandk thie provisions of the Plan, the
Company shall, without transfer or issue tax to@mionee, deliver to the Optionee at the princgadcutive office of the Company or such
other place as shall be mutually agreed upon bettreeCompany and the Optionee, a certificate dificates representing the Shares for
which the Option shall have been exercised. The tiissuance and delivery of the certificate(pyesenting the Shares for which the Op
shall have been exercised may be postponed bydhgany for such period as may be required by thagamy, with reasonable diligence
comply with any applicable listing requirementsaofy national or regional securities exchange orlawyor regulation applicable to the
issuance or delivery of such Shares.

(d) Effect on Plan. Exercise of an Option in anynmer shall result in a decrease in the number af&shwhich thereafter may be available,
both for Award under the Plan and for sale underQption, by the number of Shares as to which o is exercised.

Section 9. Form of Payment.

Subject to Section 20 hereof, the consideratidmetpaid for the Shares to be issued upon the exeofithe Option may be paid to the
Company (i) in cash or certified funds, (ii) by idely to the Company of Shares having a Fair Maxiadtie on the date of surrender equal to
the aggregate exercise price of the Shares to vaaiichOption shall be exercised, (jii) by meana tfokers' cashless exercise procedure, or
(iv) any combination of such methods of paymentevéhpayment of the Option Price is to be made sh#res acquired under any
compensation plan of the Company, such sharesiatilbe accepted as payment unless the Optioneschiaged the shares at least six (6)
months prior to such payment.



Section 10. Determination of Fair Market Value ai@non Stock.

(a) Except to the extent otherwise provided in Bestion 10, the Fair Market Value of a share ah@mn Stock shall be determined by the
Board in its sole discretion.

(b) In the event Shares are listed on the Amer8tack Exchange or any other national or regionelisgées exchange or traded on the Na:
Stock Market ("Nasdag") the Fair Market Value afheare of Common Stock shall be the closing price stiare of Common Stock on the
exchange or on Nasdagq, as reported in The WakSimurnal on the relevant valuation date, oraf¢his no trading on that date, on the next
preceding trading date. In the event that Shaesraded in the over-the-counter market, the Fairkét Value of a share of Common Stock
shall be the mean of the bid and asked prices $biaae of Common Stock on the relevant valuatide da reported in The Wall Street Jou
(or, if not so reported, as otherwise reportedh@yNational Quotation Bureau, Inc.) as applicabjéfdhere is no trading on such date, on the
next preceding trading date.

Section 11. Adjustments.

(a) Stock Splits, Etc. Subject to required actigritie shareholders, if any, the number of Sharés afich Options may be Awarded under
the Plan and the number of Shares subject to odlistg Options and the option prices thereof shalhbjusted proportionately for any
increase or decrease in the number of outstandiiages of Common Stock of the Company resulting fstmak splits, reverse stock splits,
stock dividends, reclassifications and recapitéitize.

(b) Fractional Shares. No fractional Shares stealsbuable on account of any action aforesaidtlemdggregate number of Shares into which
Shares then covered by the Option, when chang#teassult of such action, shall be reduced tatiraber of whole Shares resulting from
such action, unless the Board, in its sole dismneshall determine to issue scrip certificatesespect of any fractional Shares, which scrip
certificates, in such event, shall be in a form hade such terms and conditions as the Board listsetion shall prescribe.

Section 12. Rights as a Shareholder.

The Optionee shall have no rights as a sharehofdbée Company and shall not have the right to woteeceive dividends with respect to any
Shares subject to an Option until such Option lenkexercised and a certificate with respect t&thares purchased upon such exercise has
been issued to him.



Section 13. Purchase for Investment and Other Restrs.

At the option of the Board, the issuance of Sharethe exercise of an Option may be conditionedeoript by the Company of such
appropriate representations and warranties of fiteo@ee, including a representation and warrardy tiie purchase of Shares or the exercise
of an Option shall be for investment, and not vaithiew to the public resale or distribution theraofless the Shares subject to the Option are
registered under the Securities Act and the tramsfeale of such Shares complies with all othesslarules and regulations applicable thereto.
Unless the Shares subject to the Option are registender the Securities Act, the Optionee sh&ihawledge that the Shares purchased on
exercise of the Option are not registered undeS#wurities Act and may not be sold or otherwiaadferred unless the Shares have been
registered under the Securities Act in connecti@h the sale or other transfer thereof, or thatnsali satisfactory to the Company has issued
an opinion satisfactory to the Company that the salother transfer of such Shares is exempt fegistration under the Securities Act, and
unless said sale or transfer is in compliance wlitother applicable laws, rules and regulationsluding all applicable federal and state
securities laws, rules and regulations. UnlessStieres issued or issuable upon the exercise optiarCare registered under the Securities
Act, the certificates representing the Shares sloalfain the following legend in substantially fodowing form:

THE SHARES REPRESENTED BY THIS CERTIFICATE HAVE N@EEN REGISTERED UNDER THE SECURITIES ACT OF 1933,
AS AMENDED, OR ANY APPLICABLE STATE SECURITIES LAWSTHESE SHARES HAVE NOT BEEN ACQUIRED WITH A VIE)
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 THE COMPANY THAT REGISTRATION IS NDREQUIRED UNDER SUCH ACT AND UNDER APPLICABLE
STATE SECURITIES LAWS.

Section 14. Transferability.

No Option shall be assignable or transferable atiserthan by will or by the laws of descent andrdigtion or pursuant to a qualifie
domestic relations order as defined by the CodEtte | of ERISA, as amended, except as otherwesenitted by the Board. During the
lifetime of the Optionee, his Options shall be eigable only by him, or, in the event of his
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legal incapacity or lliness, by his legal guardisrrepresentative, except as otherwise permitteitiéyBoard.
Section 15. Change of Control.

Upon a Change of Control all Options outstandinghendate of such Change of Control shall becommeddiately and fully Vested and
exercisable. In the event of a Change of Contraled®ed in Section 2(d)(i), Section 2(d)(ii)(A),

Section 2(d)(ii) (B)(2) or Section 2(d)(iii), allg@ions outstanding on the Option Cancellation Detéch are not exercised on or before the
Option Cancellation Date shall be canceled on siath by the Company, and the Company shall on datzhpay to each Optionee of a
canceled Option, to the extent then Vested, a aagbunt equal to the excess, if any, in respecaoii ©ption canceled, of (i) the Adjusted
Fair Market Value of the Common Stock subject ® ®ption over (ii) the aggregate purchase pricestimh shares of Common Stock.

Section 16. Amendment of the Plan.
The Board may from time to time suspend, termioat@iscontinue the Plan or revise or amend it iy rspect.
Section 17. Application of Funds.

The proceeds received by the Company from thecdeé@dares pursuant to the exercise of Options Blealised for general corporate
purposes.

Section 18. Conditions Upon Issuance of Shares.

Shares shall not be issued pursuant to the exestee Option unless the exercise of such Optiahtha issuance and delivery of such Shares
pursuant thereto shall comply with all relevantyismns of law, including, without limitation, thgecurities Act, the Exchange Act, the rules
and regulations promulgated thereunder, and th@negents of any stock exchange upon which theeShaiay then be listed, and shall be
further subject to the approval of counsel for@mmpany with respect to such compliance.

Section 19. Reservation of Shares.

The Company, during the term of this Plan, shadlllaimes reserve and keep available such numb8hares as shall be sufficient to satisfy
the requirements of the Plan.



Section 20. Taxes, Fees, Expenses and Withholdifigxes.

(a) Transfer Taxes. The Company shall pay all nabissue and transfer taxes (but not income takasy) with respect to the Award of
Options and/or the issue and transfer of Sharesupat to the exercise thereof, and all other fadseapenses necessarily incurred by the
Company in connection therewith, and will from titoetime use its best efforts to comply with alW&and regulations which, in the opinion
of counsel for the Company, shall be applicabledte

(b) Withholding Right. The Award of Options hereen@nd the issuance of Shares pursuant to theisgéhereof is conditioned upon the
Company's reservation of the right to withhold ac@dance with any applicable law, from any compéoa or other amounts payable to the
Optionee, any taxes required to be withheld unel@erfal, state or local law as a result of the Awardxercise of such Option or the sale of
the Shares issued upon exercise thereof. The Commpay, in its sole discretion, require the Optiofaesuch other person entitled herein to
exercise the Option), as a condition of the exerofsan Option, to pay in cash to the Company aouwminsufficient to cover such tax liability
or otherwise to make adequate provision for the gamy's satisfaction of its withholding obligatiamsder federal, state and local law.

Section 21. Notices.

Any notice to be given to the Company pursuanhé&grovisions of the Plan shall be addressed t€trepany 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 hitheaaddress given beneath his signature on his©Agreement, or at such other address
as such Optionee or his permitted transferee (tipptransfer of the Shares) may hereafter designateting to the Company. Any such
notice shall be deemed duly given when enclosedgroperly sealed envelope or wrapper addressafbeesaid, registered or certified, and
deposited, postage and registry or certificati@ngeepaid, in a post office or branch post offiegularly maintained by the United States
Postal Service. It shall be the obligation of e@giionee and each permitted transferee holdingeShaurchased upon exercise of an Option
to provide the Secretary of the Company, by lettailed as provided herein, with written notice & tirect mailing address.

Section 22. No Enlargement of Rights.

The Plan is purely voluntary on the part of the @any, and the continuance of the Plan shall natde#ned to constitute a contract between
the Company and any director for the continuatibhi® service as a director. Nothing containechim Plan shall be deemed to give any
director the right to be retained in the servic¢hef Company. Upon the Award of an Option to aadae he shall have only such rights and
interests as are expressly provided herein,
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subject, however, to all applicable provisionshef Company's Certificate of Incorporation, as #imes may be amended from time to time.
Section 23. Invalid Provisions.

In the event that any provision of the Plan is fbtm be invalid or otherwise unenforceable undegrapplicable 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 effectlte same extent as though the invalid or unenfbitegarovision was not contained herein.

Section 24. Termination.

No Option may be awarded under the Plan at any diftee the date that is ten years after the Effediiate; however, the Plan shall not
deemed to have terminated until all Options hatleeeiexpired, been exercised or have otherwiseinated.

Section 25. Applicable Law.
The Plan shall be governed by and construed inrdaoce with the laws of the Commonwealth of Peruayib.
Amended by action of the Board of Directors on2Bad day of September, 1997.

INTERDIGITAL COMMUNICATIONS
CORPORATION

/sl WIlliam A, Doyle

WIlliam A. Doyl e, President
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ARTICLE 5
MULTIPLIER: 1,00C

PERIOD TYPE 9 MOS
FISCAL YEAR END DEC 31 199
PERIOD END SEP 30 199
CASH 5,19:
SECURITIES 16,80¢
RECEIVABLES 6,68¢
ALLOWANCES 55€
INVENTORY 11,05(
CURRENT ASSET¢ 50,33(
PP&E 21,33¢
DEPRECIATION 10,58¢
TOTAL ASSETS 76,31¢
CURRENT LIABILITIES 18,56¢
BONDS 3,731
PREFERRED MANDATORY 0
PREFERREL 10
COMMON 481
OTHER SE 49,69(
TOTAL LIABILITY AND EQUITY 76,31¢
SALES 42,15!
TOTAL REVENUES 47,33
CGS 37,91:
TOTAL COSTS 37,91
OTHER EXPENSE! 18,17:
LOSS PROVISION 81
INTEREST EXPENSE 304
INCOME PRETAX (22,352
INCOME TAX 34
INCOME CONTINUING (22,386
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME (22,386
EPS PRIMARY (.47)
EPS DILUTED (.47)
End of Filing
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