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PART I - FINANCIAL INFORMATION
Item 1. FINANCIAL STATEMENTS

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

DECEMBER 31, JUNE 30,

ASSETS 1997 1998
(UNAUDITED)
CURRENT ASSETS:
Cash and cash equivalents, including restricted
cash of $193 and $139 respectively $ 17,828 $ 3,739
Short term investments 7,976 47,805
Accounts receivable, net of allowance for
uncollectable accounts of $897 and $933, resp ectively 3,058 2,953
Inventories 12,284 12,094
Other current assets 5,428 6,546
Total current assets 46,574 73,137
Property, plant and equipment, net of accumulate d
depreciation of $11,454 and $13,227, respecti vely 11,373 10,301
Patents, net of accumulated amortization of
$5,579 and $5,969, respectively 9,292 9,713
Long term deposits 519 223
Other 1,605 1,614

LIABILITIES AND SHAREHOLDERS' EQUITY

CURRENT LIABILITIES:

Current portion of long term debt $ 869 $ 803
Accounts payable 8,223 6,539
Accrued compensation and related expenses 6,013 5,551
Deferred revenue 3,461 5,963
Other accrued expenses 5,105 6,905
Total current liabilities 23,671 25,761
LONG TERM DEBT 3,591 3,323
OTHER LONG TERM LIABILITIES 3,596 1,429

COMMITMENTS AND CONTINGENCIES (Note 2)

SHAREHOLDERS' EQUITY:

Preferred Stock, $.10 par value, 14,399 shares a uthorized-

$2.50 Convertible Preferred, 102 shares issue d and outstanding 10 10
Common Stock, $.01 par value, 75,000 shares auth orized,

48,230 shares and 48,427 shares issued and o utstanding 482 484
Additional paid-in capital 234,765 235,457
Accumulated deficit (196,752) (171,476)
Total shareholders' equity 38,505 64,475

$ 69,363 $ 94,988

The accompanying notes are an integral part oktetements.



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

FOR THE THREE MONTHS FOR THE SIX MONTHS
ENDED JUNE 30, ENDED JUNE 30,
19 97 1998 1997 1998
REVENUES:
Product 16 442 1,599 $ 40,218 $ 3,762
Licensing and alliance 1 ,768 44,842 3,955 52,756
18 ,210 46,441 44,173 56,518
OPERATING EXPENSES:
Cost of product 14 ,766 5,037 35,731 7,639
Sales and marketing 2 117 987 4,191 2,054
General and administrative 2 ,612 1,597 4,782 3,286
Patents administration and licensing 755 4,085 1,856 6,350
Product development 6 ,451 3,820 12,702 7,703
26 , 701 15,526 59,262 27,032
Income (loss) from operations (8 ,491) 30,915 (15,089) 29,486
OTHER INCOME (EXPENSE):
Interest income 665 648 1,023 1,023
Interest and financing expenses (108) 97) (228) (199)
Income (loss) before income taxes 7 ,934) 31,466 (14,294) 30,310
INCOME TAX PROVISION 17) (4,383) (34) (4,906)
Net income (loss) (7 ,951) 27,083 (14,328) 25,404
PREFERRED STOCK DIVIDENDS (63) (64) (128) (128)

NET INCOME (LOSS) APPLICABLE TO COMMON
SHAREHOLDERS $(8 ,014)  $27,019 $(14,456)  $ 25,276

NET INCOME (LOSS) PER COMMON SHARE - BASIC  $ ( 0.17) $ 0.56 $ (0.30) $ 052

WEIGHTED AVERAGE NUMBER OF COMMON
SHARES OUTSTANDING - BASIC 48 ,161 48,382 48,138 48,310

NET INCOME (LOSS) PER COMMON SHARE - DILUTED $ (  0.17) $0.55 $ (0.30) $ 0.52

WEIGHTED AVERAGE NUMBER OF COMMON
SHARES OUTSTANDING - DILUTED 48 ,161 49,584 48,138 48,895

The accompanying notes are an integral part oktetements.



INTERDIGITAL COMMUNICATIONS CORPORATION AND SUBSIDI  ARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)

(unaudited)
For the six months ended June 30
1997 1998
CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss $(14,456) $ 25,27
Adjustments to reconcile net loss to net
cash used for operating activities-
Depreciation and amortization 2,346 2,16
Other (1,614) (2,16
Decrease (increase) in assets-
Receivables 5,191 10
Inventories 5,865 19
Other current assets (7,850) (1,11
Increase (decrease) in liabilities-
Accounts payable (9,351) (1,68
Accrued compensation 947 (46
Deferred revenue (1,685) 2,50
Other accrued expenses 727 1,80
Net cash used for operating activities $(19,880) $ 26,60
CASH FLOWS FROM INVESTING ACTIVITIES:
Decrease (increase) in short-term investments $ 25,746 $(39,82
Additions to property and equipment, net of non -cash additions
of $141 and $120, respectively (1,486) (58
Additions to patents (489) (81
Other non-current assets (360) 28
Net cash provided by (used for) investing activ ities $ 23,411 $(40,93
CASH FLOWS FROM FINANCING ACTIVITIES:
Net proceeds from sales of Common Stock
and exercises of stock options and warrants $ 251 $ 69
Payments on long-term debt, including capital | ease obligations (416) (45
Net cash provided by (used for) financing activ ities $ (165) $ 24
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENT S $ 3,366 $(14,08
CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOD 11,954 17,82
CASH AND CASH EQUIVALENTS, END OF PERIOD $ 15,320 $ 3,73
SUPPLEMENTAL CASH FLOW INFORMATION:
Interest paid $ 158 $ 17
Income taxes paid $ 104 $ 52

The accompanying notes are an integral part oktetements.
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INTERDIGITAL COMMUNICATIONS CORPORATION AND SUBSIDI  ARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 1998
(UNAUDITED)

1. BASIS OF PRESENTATION:

In the opinion of management, the accompanying dited consolidated financial statements contaidjistments (consisting only of
normal, recurring adjustments) necessary to prda@hyt the financial position of InterDigital Comumications Corporation (the "Company"

or "InterDigital") as of June 30, 1998, the resoltsts operations for the three and six monthgusiended June 30, 1997 and 1998, and cash
flows for the six month periods ended June 30, 188¥1998. The accompanying unaudited consolidatadcial statements have been
prepared in accordance with the instructions fanFd0-Q and accordingly do not include all of tleeadled schedules, information and notes
necessary for a fair presentation of financial ¢towl, results of operations and cash flows in comfity with generally accepted accounting
principles. Therefore, these financial statementaikl be read in conjunction with the financiatstaents and notes thereto contained in the
Company's latest annual report on FormKlfiled with the Securities and Exchange Commissifite results of operations for interim peri
are not necessarily indicative of the results texmected 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 amourdassats and liabilities and disclosure of contihgssets 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.

2. CONTINGENCIES:

The Company and InterDigital Technology Corpora{i{dmC"), a wholly-owned subsidiary, are partiesatcertain patent-related litigation in
which ITC is asserting that a certain third partffinges ITC's patents. ITC generally is seekingaetary damages. The alleged infringer
generally seeks declarations that ITC's patentaedid and/or that its products do not infringeCl's patents as well as monetary damages.
ITC is also involved in administrative proceedimgsvhich various parties have challenged the vilidf ITC's patents.

In addition to litigation associated with patenfanement and licensing activities and the othegdtion described above, the Company is a
party to certain legal actions arising in the oadjncourse of its business. Based on current irdition, Management believes that the
outcomes of these matters will not have a materiphct on the Company's financial position or ressaf operations.

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

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



D ecember 31, June 30,

1997 1998
Money market funds and demand deposits $8,979 $2,472
Repurchase agreements 7,856 267
Commercial paper 993 1,000
$17,828 $3,739

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, 1997 consisted of $2.6 million in goveentrissued discount notes and $5.3
million in corporate debt securities. Short-termeastments available for sale as of June 30, 1988isted of $24.6 million in government-
issued discount notes and $23.2 million in corpodabt securities.

4. MAJOR CUSTOMERS:

In fiscal 1997, the Company's Indonesian and Rpiitip customers represented 75% and 7% of UltraRR)meoduct sales. In the three
months ended June 30, 1997, the Company's Indonesstomer accounted for 83% of UltraPhone prooeetnues. In the six months ended
June 30, 1997, the Company's Indonesian customeuat=d for 80% of UltraPhone product revenuese il 997, InterDigital began
shipping prototype units of its new TrueLink(TM)nefess local loop product based on its B-CDMA(TEBHnology to its alliance partners.
In the three months ended June 30, 1998, the Coytsppartners and InterDigital's customer in Myanaarounted for 51.8% and 24.8% of
product revenues, respectively. During the six mesmnded June 30, 1998, product revenue from &altspartners accounted for 70.4% of
the Company's product revenue and sales to the @wytgocustomer in Myanmar accounted for 10.5%sobibduct revenue.

Product revenues by geographic area are as foliovisousands):

Three Months Six Months
Ended Ended
June 30, June 30,
1997 1998 1997 1998
Domestic $ 330 $ 254 $ 578 $ 470
Foreign 16,112 1,345 39,640 3,292
$16,442 $1,599 $40,218 $3,762

Licensing and Alliance Revenue

The licensing and alliance revenues for the threaths ended June 30, 1998 include alliance revesfu®352,000 from Samsung Electron
Co., Ltd. ("Samsung") and $1.3 million from Alcatdpana ("Alcatel"), $175,000 in recurring royatfeom an existing licensee and $42.5
million from new licensees. Licensing and alliamegenues for the three months ended June 30, ©@8itlie $704,000 from Samsung,
$264,000 of recurring royalty revenue from oner&ee and $800,000 from Siemens Aktiengesellsct&itiiens"). During the six months
ended June 30, 1998, the Company recognized $4l8ance revenue from its partners, $367,000 aumeng royalty licensing revenue and
$48.1 million in licensing revenue from new liceeseDuring the six months ended June 30, 199h4ding and alliance revenues include
$1.4 million from Samsung, $1.6 million from Sienseand $947,000 of recurring royalty revenue frora licensee.
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5. NET INCOME (LOSS) PER COMMON SHARE:

The Company adopted Statement of Financial Accogr8itandards No. 128. "Earnings per Share", effetkie year ended December 31,

1997. This statement requires the disclosure df basic and diluted earnings per share as welleaeetroactive restatement of prior years

per share disclosures. The following tables rederibe numerator and denominator of the basic @#notkd net income (loss) per share

computations:

Three
Jun
Income
(Numerator) (De

Income (Loss) per Share - $(8,014)
Basic:

Income (loss) available to

common stockholders
Effect of Dilutive Options

and Warrants $ -
Income (Loss) per Share-
Diluted

Income (loss) available to

common stockholders +

assumed conversions $(8,014)
Six M
Jun
Income

(Numerator) (De

Income (Loss) per Share - $(14,456)
Basic:

Income (loss) available to

common stockholders
Effect of Dilutive Options

and Warrants -
Income (Loss) per Share-
Diluted

Income (loss) available to

common stockholders +

assumed conversions $(14,456)

Months Ended Three M
e 30, 1997 June
Shares Per-Share Income S

nominator)  Amount

(Numerator)  (Den

48,161 $(0.17) $27,019 4
- $ - -

48,161 $(0.17) $27,019 4

onths Ended Six Mon

e 30, 1997 June

Shares Per-Share Income S

nominator)  Amount

(Numerator)  (Den

48,138 $(0.30)

48,138 $(0.30)

$25,276 4

$25,276

onths Ended
30, 1998

hares Per-Share
ominator) Amount

8,382 $0.56
1,202 $0.01
9,584 $0.55
ths Ended

30, 1998

hares Per-Share

ominator) Amount

8,310 $0.52
585 $0.00
48,895 $0.52



6. INVENTORIES:

Decem ber 31,  June 30,
1 997 1998
(In thousands)
Component parts and work-in-progress $10 ,249 $9,482
Finished goods 2 ,035 2,612
$12 ,284 $12,094

Inventories are stated net of valuation reserve&d million and $9.3 million as of December 3297 and June 30, 1998, respectively. The
Company's UltraPhone inventory includes componesés! in a variety of radio frequencies. Some inmgrihas been identified as support
frequencies with little to no demand in the Compsatgrgeted niche markets. Accordingly, the Compaas/increased its inventory reserves
to include items with low market potential.

7. INCOME TAXES:

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

The income tax provision for the three months entigte 30, 1997 consisted of a current state taxgpom of $17,000. The income tax
provision for the three months ended June 30, t8®8isted of a current state tax provision of $89,8nd a foreign tax provision of
$4,323,260. For the six months ended June 30, 1B87ncome tax provision consisted of a curregiestax provision of $34,000. The
income tax provision for the six months ended BMel998 consisted of a current state provisio$®7af,224, a foreign withholding tax
provision of $4,878,760, and a state tax refunfi4®f,855 from a prior period. At December 31, 198& Company had net operating loss
carryforwards of approximately $135 million. Sinemlization of the tax benefits associated witts¢éhearryforwards is not assured, a
valuation allowance of 100% of the potential taxdfi is recorded as of June 30, 1998.

Pursuant to the Tax Reform Act of 1986, annualaigee Company's net operating loss and crediytmmwards 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 June 9681



Item 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS
OVERVIEW

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

InterDigital commenced operations in 1972 and ur@B7 was primarily engaged in research and dewadop activities related to its TDMA
wireless digital communications technology. In 198@erDigital introduced the UltraPhone systerfixad digital wireless local loop
telephone system employing its patented and prapyid DMA technology, which it began installing1987. InterDigital's operations from
1987 through 1992 were characterized by increasngnues accompanied by significant operating fodadate 1992, InterDigital acquired
by merger two related companies whose businessdadiresearch and development activities relat&@DiIA wireless digital
communications technology. Since that time, Intgial has invested substantial amounts in its B-GDdévelopment efforts. In 1997,
InterDigital and its alliance partners startedigage in pre-market planning activities associatitdl their new B-CDMA-based wireless
local loop products. During 1997, InterDigital happroximately $1.1 million of sales related to ptgpe TrueLink products and component
sales to its alliance partners. These sales indlBdEDMA ASICS (Application Specific Integrated €iuits) and other components sold for
integration into the alliance partners' pre-prothrcproducts. In January 1998, InterDigital annadthat it had restructured its operations to
more fully concentrate on the commercializationt®B-CDMA technology. As part of that restructugjrinterDigital announced its plans to
curtail its level of spending relating to the reg@reering and next generation development effartthe UltraPhone system and is not
currently pursuing additional UltraPhone productasign efforts, although the Company continuesddket the UltraPhone product to niche
markets. In March 1998, InterDigital's TrueLink ®m was unveiled for commercial launch at the CE&idw. InterDigital expects field
trials of the TrueLink product to occur during 1998

In addition to its UltraPhone and B-CDMA businest\aties, in 1993, InterDigital, together with ITi@plemented a comprehensive license
strategy designed to capitalize upon the reventengial of ITC's extensive TDMA and CDMA patent golio. This strategy has resulted in
the establishment of strategic alliances with Siesn&amsung and Alcatel and patent licenses wiitkahof seventeen licensees through June
30, 1998. It resulted in license and alliance reresmof over $180 million since 1993, including $B&illion in 1998. Much of this success
occurred in the first half of 1998. Through June B@98, InterDigital entered into three new pataeinses with Sharp Corporation, Kyocera
Corporation and Toshiba Corporation for aggregategpayments of $48 million. Of this amount, IBigital recognized $5.6 million in the
first quarter of 1998 and $42.4 million in the sed@uarter of 1998. Additionally, in the first gterrof 1998, InterDigital entered into an
alliance with Alcatel, its third alliance partnegvering B-CDMA technology development, CDMA patéoénsing, trademark licensing,
development, technology transfer, standards suppariother areas of cooperation. Despite thesesses, revenues from alliance partners
and licensees have been, thus far, primarily ifah@ of up-front, non-refundable payments. Thiggled with the fact that new license
and/or alliance agreements are not entered intregular, predictable basis have been major faatahe significant fluctuations in the
Company's revenues and operating results from gu@rguarter. InterDigital expects the variabilitylicensing and alliance revenues and,
consequently, its cash flow to continue unlessuartd significant recurring royalties are receivaatder the applicable license and alliance
agreements.

Liquidity

The Company had working capital of $47.4 millionJahe 30, 1998 compared to working capital of $22IBon at December 31, 1997. The
increase in working capital since December is diragrily to the receipt of $48 million of cash fratmree new patent licensees in the first
half of 1998.

Demands on working capital in 1998 and beyond gpee&ted to increase. The Company expects to sigmifiy increase its B-CDMA
technology development expenditures to commereialipdate and expand applications for its techryoldg the commercial development
effort for the current product nears completiorpstantial additional expenditures are expectecetmourred for marketing and other
activities and subsequent, substantial additioraéerditures will be required to support later stdgeelopment. Marketing, administrative,
and other costs are expected to increase as wiblédSompany seeks to more effectively supposilitance program. Further, the cost of
prosecuting patent applications worldwide, defegdhre validity of ITC's patents, and litigating @at infringement actions related to ITC's
patents can be substantial.
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The Company's working capital requirements will elgh on numerous additional factors, including haitlimited to the success of furthering
the alliance strategy, the extent of the niche mtaakd related margins for the UltraPhone systeenability to generate license fees and
royalties, and the need to expend funds in conmeetith its patent enforcement activities.

The Company does not presently maintain bank lifiesedit. The Company is investigating and mayaahe future date, find it desirable to
obtain additional debt or equity capitalizatiorfudly support its technical and product developmami marketing activities and/or to fund its
patent enforcement activities. There can be norassas that the Company will be able to sell ammh®ecurities, or that it will be able to do
so on terms favorable to the Company.

The Company believes that its investment in inveaesoand non-current assets are stated on its Desredd, 1997 and June 30, 1998 balance
sheets at realizable values based on expectedgsptice and order volumes. Property and equipmenturrently being utilized in the
Company's on-going business activities, and the [@my believes that no additional wridewns are required at this time due to lack ofar
technological obsolescence. With respect to othgeta, the Company believes that the value ofitsnps is at least equal to the value
included in the December 31, 1997 and June 30, baBfhce sheets.

Backlog

At June 30, 1998, the Company's backlog of ordar&JftraPhone telephone equipment and servicesb@48,000. At June 30, 1997, the
Company's backlog of orders for UltraPhone telepheguipment and services was $1.4 million.

Cash Flows and Financial Condition

The Company has experienced positive cash flo26f6 million from operations during the six monémled June 30, 1998. The positive
cash flows from operations are primarily due toggagments received from new licensees.

The Company converted cash into short-term investsria the first half of 1998 resulting in negatiesh flows from investment activities.
Notwithstanding the above, the amount of cash us@d/esting activities has, historically, been loslative to cash used in operatio

During the six month period ended June 30, 1998 (tbmpany experienced positive cash flows of $BMftom financing. Proceeds from
the exercise of stock options and warrants andahes of stock through the Company's Employee Soeckhase Plan were partially offset
payments on long-term debt (including capital lealsiéyations).

Cash, cash equivalents and short-term investmé®3.@ million as of June 30, 1998 includes $198,060restricted cash. Accounts
receivable of $2.1 million at June 30, 1998 refiartounts due from normal trade receivables, inolydion-domestic open accounts, as well
as funds to be remitted under letters of creditth@foutstanding trade receivables as of June®B, 250,750 million has been collected
through July 31, 1998.

Net inventory levels at June 30, 1998 of $12.1iarilhave decreased as compared to $12.3 milliari Becember 31, 1997. Inventories
December 31, 1997 and June 30, 1998 are stated wafuation reserves of $5.9 million and $9.3 ioiil respectively.

Included in other accrued expenses at June 30, d&@9grofessional fees, consulting and other atsasawell as sales taxes payable.
RESULTS OF OPERATIONS
Second Quarter of 1998 Compared to the Second Quart of 1997

Total Revenues. Total revenues in the second quartied June 30, 1998 increased to $46.4 milliom{$18.2 million in the second quarter
ended June 30, 1997. The increase was primariljalaa increase in licensing revenue in the secpradter of 1998 to $44.8 million from
$1.8 million the comparable quarter of 1997, péytiaffset by declining product sales.
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Cost of Product Sales. The cost of Product salethéosecond quarter of 1998 decreased to $5.@mflom $14.8 million for the second
quarter of 1997 due to the decrease in producthreage The Company experienced a negative grossmmaargroduct revenue of 214.4% as
compared to a positive gross margin of 10.2% fergharter ended June 30, 1997 when manufacturiehead expenses were almost fully
absorbed. Included in cost of product sales artsadproduct assembly, integration and testingfritiutor commissions, freight and tariffs,
and expenses associated with installation, sugmaitwarranty services. Also included in the costalés are increases in inventory reserves
and any manufacturing overhead expenses the Contyzanincurred that are not absorbed into inverttaged on low volume of production
during the quarter.

Other Operating Expenses. Other operating expenslesle sales and marketing expenses, generaldmihitrative expenses, patent
services, and product development expenses.

Sales and marketing expenses decreased 53.4% 7¢0$98luring the second quarter of 1998 as comgar#d.1 million during the second
quarter of 1997. The decrease is primarily duesitrebsed staff and activity levels, and includde@ease in commission expense due to the
decrease in UltraPhone product revenues in the thanth period of 1998.

General and administrative expenses for the segoader of 1998 decreased 38.5% to $1.6 milliomf&2.6 million for the second quarter
of 1997. The decrease is primarily due to costaiontent measures and the timing of certain adnatige expenses.

Patents administration and licensing expensesaser441% to $4.1 million during the second quartdi998 as compared to $755,000
during the same period in 1997. The increase ispdinearily to expenses related to new patents nagkased activity related to capitalizing
the revenue potential of InterDigital's extensii@MA and CDMA patent portfolio.

Product development expenses for the second qudri®97 decreased 40.8% to $3.8 million duringfite quarter of 1998 as compared to
$6.5 million during the second quarter of 1997 ffStad activity levels devoted to further developrnhef the TDMA technology decreased
significantly. Expenses were also affected by iménig of certain B-CDMA activities.

Other Income and Expense. Interest income forehersl quarter of 1998 was $648,000 as compare@t®, 00 for the second quarter of
1997. The Company had similar average investedloalsimces in both periods. Interest expense fothiteee month period ended June 30,
1998 was $97,000 as compared to $108,000 for tiee thonth period ended June 30, 1997. The deciedse to lower outstanding debt in
the period.

Results of Operations - Six Months Ended June 8983 Compared to Six Months Ended June 30, 1997

Total Revenues. Total revenues for the six montidee June 30, 1998 increased to 27.9% to $56.®millom $44.2 million for the six
months ended June 30, 1997 primarily due to arease in the amount of licensing revenues partidfet by a decrease in product reven
Licensing and alliance revenues for the six moetided June 30, 1998 include $2.6 million from Ad¢a$1.7 million from Samsung,
$367,000 from recurring royalty licensing revenunel 48.1 million in licensing revenue from new fisees. Licensing and alliance revenues
for the six months ended June 30, 1997 include$ &illion as part of the Samsung Agreements, $iléiomas part of the Siemens
Agreements and $947,000 of recurring royalty licemsevenue from one licensee.

Cost of Product Sales. The cost of Product salethésix months ended June 30, 1998 decrease##8.67.6 million from $35.7 million
for the six months ended June 30, 1997. The Comjpemyred a negative gross margin on Product sH1&62.8% for the six months ended
June 30, 1997. Included in cost of product salesasts of product assembly, integration and tgstiistributor commissions, freight and
tariffs, and expenses associated with installasopport and warranty services related to prodaletss as well as increases in inventory
reserves and the overhead expenses the Compamcha®gd in maintaining its production resourcest there not absorbed into inventory
due to the low volume of production. At low prodoctlevels, such as those experienced in theHabtof 1998, the Company incurs
substantial negative gross margins because productists are spread over only a limited numbendswf production.

Other Operating Expenses. Other operating expenskesgle sales and marketing expenses, generaldmthistrative expenses, patent
services, and product development expenses.

12



Sales and marketing expenses decreased 51% ton$iRoh during the six months ended June 30, 1998 ared to $4.2 million during the
six months ended June 30, 1997. The decreasamsaiilyi due to decreased commissions expense, cosurar with decreased UltraPhone
product revenues and decreased activity levels.

General and administrative expenses for the sixthsoended June 30, 1998 decreased 31.1% to $3i@mfibm $4.8 million for the six
months ended June 30, 1997. The decrease in gameraldministrative expense is due primarily td costainment measures.

Patents administration and licensing activitiesegrge increased 242% in the six months ended Jyri®88 to $6.4 million compared to $:
million in the first half of 1997. The Company hasbstantially increased its activities supporting licensing strategy to offer non-exclusive,
royalty bearing patent, technology and know-how ademark licensees.

Product development expenses decreased 39.4%efeidtimonths ended June 30, 1998 to $7.7 milliomf12.7 million for the six months
ended June 30, 1997. The decrease over the paopgeiod is due primarily to decreased staff astividy levels devoted to further
development of the Company's UltraPhone productauiching of certain costs related to its B-CDMé&chnology.

Other Income and Expense. Interest income forithmenths ended June 30, 1998 was $1.0 millionoagpared to $1.0 million for the six
months ended June 30, 1997. Interest expensedaixhmonth period ended June 30, 1998 was $19%8@0mpared to $228,000 for the six
month period ended June 30, 1997. The decreaseitodower overall debt in the first half of 1988 compared to the first half of 1997.

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

The foregoing Management's Discussion and Anabya@igains forward looking statements reflecting, agother things, InterDigital's
current beliefs and expectations as to its workiagital requirements, field tests, and receipegsknues from alliances and royalty payments.

Words such as "intends", "expects", and "believeatiations of such words, and words with similaganing or connotations are intended to
identify such forward looking statements.

Such statements are subject to risks and unceesimterDigital cautions the readers that imparfactors in some cases have affected and,
in the future, could materially affect actual réswind cause actual results to differ materiatiyrfithe results expressed in any such forward
looking statement. For example, working capitalisgments may be affected by the Company's altidityenerate revenues, secure other
sources of adequate capital (or access therefahtboperations and to maintain capital, whichumtmay be affected by general economic
and industry specific conditions, its ability tocsessfully implement the alliance and the licengimsgrams, its ability to successfully deve
and commercialize product, and the costs relateshforcement of its patent rights. Field tests dd@ impeded by the failure or inability of
persons with a business relationship with the Caompa secure required permits or frequencies ograthings necessary to fulfill their
obligations to InterDigital. Receipt of expectedgterues from alliances or royalties could be afiétie the failure to enter into additional
strategic alliances, the failure or inability oférDigital's alliance partners to meet InterDig&axpectations or contractual commitments, the
failure of InterDigital to successfully negotiatdditional licensing agreements for its patents ather intellectual property or to enforce its
rights under its license agreements; the outcomdsrdegal and administrative cases and proceedéahgsng to InterDigital's assertion of its
patents rights, the inability or failure of Intedital to protect its intellectual property righés)d the inability to successfully prove
infringement of its patents. In addition, factoffeeting one forward looking statement may affeittey forward looking statements and other
factors may exist that are not listed above or @inatot fully known to InterDigital at this timkaterDigital undertakes no obligation to
publicly update any forward looking statements, thbeas a result of new information, future evemtstherwise.
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PART Il - OTHER INFORMATION
Item 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

At the Company's Annual Meeting of Shareholders! loel June 18, 1998, the shareholders of the Comglanyed Mr. Robert S. Roath as a
director of the Company, ratified the appointmenfdhur Andersen LLP as the Company's independenbuntants for the year ending
December 31, 1998, and authorized an amendmeln¢ tGampany's Certificate of Incorporation to insethe number of authorized share
Common Stock from 75,000,000 to 100,000,000, afosit in the Company's Proxy Statement dated Mgyl998. The Company's
shareholders elected Mr. Roath as a director gte of 45,575,658 in favor, and 1,364,574 withhdléssrs. Harry G. Campagna, D. Rid¢
Bolgiano, Steven T. Clontz, Joseph S. Colesonadd,William A. Doyle also continued to serve thieims as directors. The vote ratifying
the appointment of Arthur Andersen LLP was 45,984 3hares for, 856,984 shares against and 98,48dsshbstaining. The vote approving
the amendment to the Certificate of Incorporati@sw3,087,967 shares for, 3,567,118 shares agaids285,147 shares abstaining. There
were no broker non-votes with respect to ant maiteted on at this Meeting.

Item 5. OTHER INFORMATION
Discretionary Proxy Voting Authority/Shareholder Proposals

On May 21, 1998 the Securities and Exchange Conwnisslopted an amendment to Rule 14a-4, as pronedgender the Securities and
Exchange Act of 1934. The amendment to Rule 14g#(governs the Company's use of its discretiopaoxy voting authority with respect
to a shareholder proposal which the shareholdenbiasought to include in the Company's proxy statet. The new amendment provides
that if a proponent of a proposal fails to notifig tcompany at least 45 days prior to the monthdarycdof mailing of the prior year's proxy
statement, then the management proxies will bevallicto use their discretionary voting authority whiee proposal is raised at the meeting,
without any discussion of the matter in the protatesment.

With respect to the Company's 1999 Annual Meeting§rareholders, if the Company is not provideda®tf a shareholder proposal, which
the shareholder has not previously sought to ircindhe Company's proxy statement, by March 2991the management proxies will be
allowed to use their discretionary authority adinatl above.

Item 6. EXHIBITS AND REPORTS ON FORM 8-K
(&) The following is a list of exhibits filed asnpaf this Form 10-Q:
Exhibit 3.1 Restated Articles of Incorporation dhses of June 26, 1998.
Exhibit 3.2 By-laws, as amended April 23, 1998.
Exhibit 27 Financial Data Schedule.
(b) The following is a list of Current Reports oarf 8-K filed during the second quarter of 1998:
The Company filed a Current Report on Form 8-K datel April 21, 1998 under

Item 5 - Other Events, relating to patent license greements between the Company
and Sharp Corporation and the Company and Kyocerpdtation, respectively. No financial statemenésenfiled with this report.
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SIGNATURES

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

INTERDIGITAL COMMUNICATIONS CORPORATION

Dat e: August 13, 1998 /sl WIlliam A. Doyl e

WIlliam A Doyle, President

Dat e: August 13, 1998 /sl Loretta P. Brehony

Loretta P. Brehony, Controller
and Principal Accounting Oficer
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InterDigital Communications Corporation Amended &dtated
Articles of Incorporation

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

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

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

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

Fifth. The aggregate number of shares of all cis$stock which the Corporation shall have authidad issue is
(i) 100,000,000 shares of Common Stock, $0.01 phrevper share (“Common Stock"), and

(i) 14,398,600 shares of Preferred Stock, $0.10/phue per share ("Preferred Stock").

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

A. Preferred Stock

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

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

B. $2.50 Cumulative Convertible Preferred Stock

The series of Preferred Stock, $.10 par value Ipares of the Corporation known as the $2.50 Cunwal@@onvertible Preferred Stock shall
have the following Rights and Preferences:

Section 1. Designation and Amount. The sharesdf saries shall be designated as $2.50 Cumulatveétible Preferred Stock (the
"Convertible Preferred Stock™), and the numberhafres constituting such series shall be 105,21¢h Sumber of shares may not be
increased, but may be decreased, at any time andtime to time, by resolution of the Board of Bi@'s; provided, that no decrease shall
reduce the number of shares of Convertible PrefeSteck to a number less than that of the shasrsdhtstanding



Section 2. Dividends and Distributions.

(A) Subject to the prior and superior rights of tiwders of any shares of any series of prefet@tksanking senior to the shares of
Convertible Preferred Stock with respect to dividerthe holders of shares of Convertible Prefeftedk, in preference (to the extent
provided in Section 4) to the holders of any anather classes of stock, whether common or pre€eiincluding the Common Stock, par
value $.01 per share, of the Corporation (the "Comi&tock"), shall be entitled to receive, whenamad if declared by the Board of Directors
out of funds legally available therefor, semianrdigldends payable in cash, Common Stock or a coatinin of cash and Common Stock, at
the Corporation's election in its sole discretisubject to the terms of Section 12), as hereinaftavided. Dividends on each share of
Convertible Preferred Stock shall begin to accmaklze cumulative from the first date of issuancarof such share and shall accumulate and
be payable on the first calendar day of June armbiéer in each year, commencing December 1, 198if,soich day is not a business da
the Corporation, the next succeeding business filaedCorporation (each such date being referrdtetein as a "Dividend Payment Date"),
at an annual rate of $2.50 per share of Converbdéerred Stock, calculated on the basis of a 98860 days consisting of twelve 30-day
months. The amount of dividends payable per staredch full dividend period shall be computed bading by two the $2.50 annual rate
(rounding such amount to the nearest cent). Iftleas six months shall have elapsed from the dias¢ of issuance of Convertible Preferred
Stock to the first Dividend Payment Date after sisshiance, the dividends payable on such Dividexyiént Date shall be the amount
payable on each subsequent Dividend Payment Ddteplied by a fraction, the numerator of which letnumber of days from the first date
of issuance of the Convertible Preferred Stockuthdirst Dividend Payment Date and the denominatavhich is 180. If the Corporation
elects to pay all or any portion of a dividend ion@non Stock, the number of shares of Common Stwble issued by the Company in
payment of such dividend or portion thereof shaltlioe dollar amount of the dividend or portion #emot paid in cash divided by the per
share Computed Price (as defined below) of the Com&tock. Accumulated but unpaid dividends shallbear interest. Dividends paid on
shares of Convertible Preferred Stock in an amtasstthan the total amount of such dividends atithe accumulated and payable on such
shares shall be allocated pro rata on a share-dmg $fasis among all such shares at the time odtetarThe Board of Directors may fix a
record date for the determination of holders ofebaf Convertible Preferred Stock entitled to hee@ayment of a dividend or distribution
declared thereon, which record date shall be n@ri@n 50 days prior to the date fixed for the payhthereof.

(B) Notwithstanding the provisions of Section 2@)ove, a dividend on Convertible Preferred Stodkhvei payable only in cash in the
following circumstances: (i) to the extent the nmbf shares of Common Stock at the time authoyigrssued and unreserved for all
purposes, or held in the Corporation's treasurnpsigfficient to pay the portion of such dividemdite paid in Common Stock; (i) to the ext
the issuance or delivery of shares of Common Sitoglayment of a dividend on Convertible Preferréac® would require registration with
or approval of any governmental authority under lamy or regulation, and such registration or apptdwas not been effected or obtained;
the Computed Price (as defined below) is less tharthen par value of the Common Stock; (iv) todgkeent the shares of Common Stock to
be issued in payment of a dividend on the Convertieferred Stock have not been authorized fongisupon official notice of issuance, on
any United States national or regional securitiehange on which such Common Stock is then listedy) the Common Stock is no longer
traded in the over-the counter market and is st¢di on a United States national or regional sgéesigxchange.

(C) As used herein, the "Computed Price" of a sh&af@ommon Stock shall mean the price equal tddhewing applicable percentage of the
arithmetic average of the Closing Sale Price (dimeeé below) of the Common Stock for the 10 consigeutrading days ending on the fifth
trading day prior to the applicable Dividend Payireate: 100%, if the Amount of the Shares (as d@efibelow) is less than or equal to one-
half the Average Dollar Volume Amount (as definesidw); 95%, if the Amount of the Shares is gre#ttean onehalf but less than or equal
one times



the Average Dollar Volume Amount; 90%, if the Amowifithe Shares is greater than one times buthessor equal to two times the
Average Dollar Volume Amount; 85%, if the Amounttb& Shares is greater than two times but lessdghaqual to four times the Average
Dollar Volume Amount; 80%, if the Amount of the $bs.is greater than four times but less than oalegpusix times the Average Dollar
Volume Amount; or 75%, if the Amount of the Shaiegreater than six times the Average Dollar Volukmeount.

For purposes of this Section 2(C), the "ClosingeSaice" of the Common Stock on a given day melamglpsing sale price of (or, if such
price is not reported, the closing bid price ft®® Common Stock on such day, as reported in thgaosite transactions for this principal
United States securities exchange on which the Gam&tock is traded, or, if the Common Stock islistéd on a United States national or
regional stock exchange, as reported by the Ndtissociation of Securities Dealers Automated QtiotaSystem ("NASDAQ") or the
National Quotation Bureau Incorporated (or if then@non Stock is not so listed and such closing aateclosing bid price are not repor

by NASDAQ or the National Quotation Bureau Incoigted, then such price shall be determined by treedBof Directors in good faith, such
determination to be conclusive); the "Amount of 8teares" means the sum of (a) the dollar amoudivadends to be paid in shares of
Common Stock on the Convertible Preferred Stoctherapplicable Dividend Payment Date plus (b) thiékad amount of dividends and
interest paid in shares of Common Stock duringstheonsecutive calendar days preceding such DidiéRayment Date (the "Period") on ¢
other securities issued or guaranteed by the Catiporor any of its subsidiaries plus (c) the dodlmmount of redemptions in respect of any
securities issued or guaranteed by the Corporati@my of its subsidiaries paid or satisfied in @eom Stock during the Period plus (d) the
dollar amount of Common Stock issued during theéd@erpon any Forced Conversion (as defined belovang convertible debt or equity
securities (excluding employee stock options) ef@orporation or any of its subsidiaries; the "Aagg Dollar Volume Amount" means one-
half of the sum of the products obtained by mufiipy (i) the daily volume of Common Stock traded éach of the twenty consecutive
trading days ending on the fifth trading day ptmthe Dividend Payment Date by

(i) the Closing Sale Price of the Common Stocklancorresponding particular trading day; and "Edr€onversion" means conversions (a)
within the period following a notice of redemptiand prior to the redemption date to which suchceotelates, excepting redemptions of the
Corporation's Preferred Stock, First Series, (lihiwia 90day period following a voluntary reduction in thenwersion price below the marl
price of the Common Stock or (c) pursuant to a igiom which sets the conversion price for a spedifieriod (the "conversion period") as a
percentage (of less than 100%) of the market mficke Common Stock during the conversion periodwing a period beginning not more
than 90 days prior to the first day of such coneerperiod.

(D) No interest or sum of money in lieu of intersball be payable in respect of any dividend payroepayments which may be arrears. In
the event that two consecutive semi-annual dividgrad/able on the Convertible Preferred Stock aegrars and the full amount of
accumulated dividends due under Section 2(A) alimwet

(i) paid or (ii) declared and funds or shares of@mn Stock (to the extent permissible hereunddficgnt to pay the full amount of
accumulated dividends due under Section 2(A) alsevaside for payment of dividends, within 15 basgdays after the Dividend Payment
Date of the second consecutive dividend in arréarg such occurrence being referred to herein"&8védend Default"), the holder of each
share of Convertible Preferred Stock may, on theliusiness days following the applicable Penaltgv@osion Date (defined as the thirtieth
calendar day after such second consecutive Divitkayinent Date), at the option of such holder,an bf all dividends which have accrued
but remain unpaid (whether or not declared), anditlastanding that such Dividend Default may haeerbcured subsequent to such period
of 15 business days, convert such share of CobleRireferred Stock into the number of shares efion Stock determined as set forth
below (a "Penalty Conversion Right"). The numbesludires of Common Stock into which each share o€&uible Preferred Stock shall be
so convertible upon a Dividend Default and the eiserof the resulting Penalty Conversion RightIshala fraction, rounded to the nearest
one hundredth, the numerator of which is $25.08 pluamount per share equal to all accrued anddidpvédends thereon to
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the applicable Penalty Conversion Date, wheth@obdeclared, and the denominator of which is sgvlwe percent (75%) of the lowest
Closing Sale Price (as previously defined) of tlien@on Stock during the period beginning on the sd@mnsecutive Dividend Payment
Date immediately preceding the Penalty Conversiateland ending five trading days prior to the Pgriabnversion Date (such denominator
being referred to herein as the "Penalty ConverBidce"). Upon the occurrence of a Dividend Defathié Corporation shall promptly mail to
each holder of shares of Convertible PreferrediSadsuch holder's last address as the same appetlre books of the Corporation a notice
(a) stating that a Dividend Default has occurred,

(b) setting forth the terms of the Penalty ConwaerdRight and (c) setting forth the time, place amahner of exercise of such Penalty
Conversion Right.

(E) If (i) a Dividend Default shall have occurrdil) a Penalty Conversion Right with respect to afyhe outstanding shares of Convertible
Preferred Stock shall be exercisable in accordaittethe terms of Sections 2(D) and (iii) any oé ttollowing circumstances shall then exist
(any such concurrent occurrence of each of () atid (iii) being referred to herein as a "Pen@lpnversion Right Extension™):

(&) the number of shares of Common Stock at the #nthorized, unissued and unreserved for all gthgroses or held in the Corporation's
treasury is insufficient to satisfy the Corporatsoobligations with respect to the conversion oh@ntible Preferred Stock pursuant to any
such Penalty Conversion Right; (b) the issuanatetivery of shares of Common Stock in satisfactbany such Penalty Conversion Right
would require registration with or approval of aygvernmental authority under any law or regulatenmd such registration or approval has
not been effected or obtained; (c) the Penalty @msion Price is less than the then par value o€itramon Stock; (d) the shares of Common
Stock to be issued in payment of a dividend onCbevertible Preferred Stock have not been authdriaelisting upon official notice of
issuance, on any United States national or regieealrities exchange on which such Common Stottieis listed; or (e) the Common Stock
is no longer traded in the over-the-counter maaket is not listed on a United States national gioreal securities exchange (any of such
circumstances (a) through (e) being referred teiheas a "Penalty Conversion Right Extending Event"

then the Penalty Conversion Right with respech&éoQGonvertible Preferred Stock shall not termirsatidhe end of the two business days
following the Penalty Conversion Date, but shathaén exercisable at any time until and including Extended Penalty Conversion Date
(defined as the thirtieth calendar day after the @awhich no Penalty Conversion Right Extendingivshall continue to exist) in the
manner set forth in Section 2(F) (an "Extended Rg@onversion Right"). The number of shares of @Guoon Stock into which each share of
Convertible Preferred Stock shall be convertibleruthe exercise of an Extended Penalty ConversightRhall be a fraction, rounded to the
nearest one-hundredth, the numerator of which %s0EPplus an amount per share equal to all acaonddinpaid dividends thereon, whether
or not declared, to the date of the exercise df &ixtended Penalty Conversion Right, and the denatmi of which is seventy-five percent
(75%) of the lowest Closing Sales Price (as defaigalve) of the Common Stock during the period ba@ginon the second consecutive
Dividend Payment Date with respect to which theid#nd Default giving rise to such Extended Pen&ltyiversion Right originally occurred
and ending five trading days prior to the ExtenBedalty Conversion Date (such denominator beirgymed to herein as the "Extended
Penalty Conversion Price").

In the event that a Dividend Default shall haveurced and any Penalty Conversion Price ExtendingnEshall be in existence, the
Corporation shall promptly mail to each holder lodes of Convertible Preferred Stock, at such higldast address as the same appears on
the books of the Corporation, a notice of the exise of such Dividend Default and Penalty Conver&ight Extending Event, which notice
shall describe the terms upon which an ExtendedlBe@onversion Right may arise and be exercisgubrithe cessation of all Penalty
Conversion Right Extending Events, the Corporasioall notify each holder in a similar manner of ttaée upon which the
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Penalty Conversion Right or the Extended Penaltyv@rsion Right, as the case may be, shall termisateh notice shall set forth the terms
and manner of exercise of such Right.

(F) A holder of shares of Convertible Preferredc8tmay surrender for conversion pursuant to a th@mcisable Penalty Conversion Right or
Extended Penalty Conversion Right (either of whicheferred to hereinafter in this Section 2 a€ariversion Right") all or any portion of
such shares. Holders of Convertible Preferred Stieskring to exercise a Conversion Right shalllsotdy presenting to the Corporation at
its principal place of business, within the perpetmitted to exercise such Conversion Right, thieick certificates representing the shares of
Convertible Preferred Stock to be so convertedyansto such conversion right, with the Notice &fdfion to Convert printed on the reverse
side of such certificates appropriately completedether with appropriate endorsements and tradsfemments sufficient to transfer the
Convertible Preferred Stock being converted toGbeporation free of any adverse interest, and lyynga at that time, any transfer or similar
tax if required pursuant to Section 2(G). A Coni@rRight in respect of shares of Convertible Prefé Stock for which certificates are not
presented in accordance with the terms of this

Section 2(F) within such applicable period of tiorén respect of which the election to exerciseGoaversion Right is not made in
accordance with the terms of this Section 2(F)Isiease to be exercisable, provided, that suchh@ination of a Conversion Right shall not
prejudice any new Conversion Right that may subsety arise in accordance with the terms of Seci@) or 2(E). A conversion pursuant
to a Conversion Right shall be deemed to have breste at the close of business on the day on whekdnverting holder presents to the
Corporation the certificates for shares of ContgtPreferred Stock to be converted (assumingstingtt holder has satisfied all of the
requirements set forth in this Section 2(F)), ararights of such holder with respect to any sumhverted share shall cease at such time. The
person in whose name the Common Stock certificategistered shall be treated as a shareholdecofd on and after the day of conversion.
On such day, or as soon thereafter as is practicdi# Corporation shall deliver to the convertiodder a stock certificate for the number of
shares of Common Stock issuable upon the convesasidra stock certificate representing the numbshafes of Convertible Preferred Stock
equal to any unconverted portion of the stock fiesie surrendered by the holder to the Corporgtiarsuant to this Section 2(F). Except as
set forth in Section 2(D) or 2(E) with respecthie tomputation of the number of shares of CommonkSssuable upon exercise of a
Conversion Right, no payment or adjustment wilhiieede for accrued dividends on any share of Corbleritreferred Stock converted
pursuant to a Conversion Right or for dividendsaag Common Stock issued pursuant to the exerciagGafnversion Right. All accrued and
unpaid dividends on such share shall cease toysbfeafollowing conversion of a share of ConvediBlreferred Stock.

Any Conversion Right then exercisable in respearyf shares of Convertible Preferred Stock calbleadddemption shall terminate at the
close of business on the business day prior tdalhe fixed for redemption, provided that no defawlthe Corporation in the payment of the
application redemption price (including any accraed unpaid dividends) shall have occurred andbérwing.

(G) If a holder of a share of Convertible Prefergtdck converts such share pursuant to a ConveRigit, the Corporation shall pay any
documentary, stamp or similar issue or transfeidtaxon the issue of shares of Common Stock upmodhversion. However, such holder
shall pay any such tax that is due because theshae issued in a name other than that such domyéolder's name, and the Corporation
shall not be required to issue or deliver certtbsaepresenting such shares of Common Stock unias#il the party or parties requesting
issuance thereof shall have paid to the Corpordtieramount of such tax or shall have establisbele satisfaction of the Corporation that
such tax has been paid.

(H) The Corporation covenants that it will, afteDavidend Default and prior to any Penalty ConvensDate, use its best efforts to reserve
and keep available, free from preemptive rights$,odits authorized Common Stock, solely for thegmse of issuance upon conversion of
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shares of Convertible Preferred Stock pursuanttav€rsion Rights, such number of shares of ComntockSs it then reasonably estimates
shall be issuable upon the conversion of all ootlitey shares of Convertible Preferred Stock that beaconverted pursuant to Conversion
Rights that may be excisable following the nextatgnConversion Date. The Corporation convenarasdl shares of Common Stock that
shall be issuable upon the exercise of ConversightRshall be, when issued, duly and validly issaerd fully paid and nonassessable, free
of all liens and charges and not subject to angmmive rights. For purposes of this Section 2(Rg, number of shares of Common Stock
shall be issuable upon the conversion of all ontlitey shares of Convertible Preferred Stock stettdmputed as if at the time of
computation all outstanding shares of Convertilskfd?red Stock were held by a single holder. Thaasce of shares of Common Stock u
conversion of Convertible Preferred Stock purst@mixercise of any Conversion Rights is authorireall respects.

(D In any case if any (i) consolidation or mergéthe Corporation with or into another entity (etlthan a consolidation or merger in which
the Corporation is the surviving entity), (ii) saleconveyance of all or substantially all of thesets of the Corporation, (iii) reclassification or
change of the Corporation's Common Stock issugida wonversion of shares of Convertible PreferrediSpursuant to a Conversion Right
(other than a change in par value, or from parevéduno par value, or as a result of a subdivisiocombination, but including any division
the Corporation's Common Stock into two or morss#s or series), (iv) consolidation or merger otlaer entity into the Corporation in
which the Corporation is the surviving entity andahich there is a reclassification or change ef@worporation's Common Stock (other than
a change in par value, or from par value to novpiue, or as a result of a subdivision or comberatbut including any division of the
Corporation's Common Stock into two or more classeseries), or

(v) Statutory exchange of securities with anoth#ite (including any exchange effected in conneattiagth a merger of a third enitity into the
Corporation), in each case while any shares of Edile Preferred Stock remain outstanding, thaedl e no adjustment of the Penalty
Conversion Price or the Extended Penalty ConvemBiire but the holders of outstanding shares ofv€dible Preferred Stock shall have the
right thereafter to convert such shares of ConvierfPreferred Stock pursuant to an exercise ofGorwersion Right pursuant to the terms of
Section 2(D) or 2(E), as the case may be, solétytime kind and amount of shares of stock or odleeurities, cash or other property, or any
combination thereof, receivable upon such reclassibn, change, statutory exchange, consolidatimrger, sale or conveyance, as if such
shares of Convertible Preferred Stock had beenearten into shares of Common Stock immediately gadhe effective date of such
reclassification, change, statutory exchange, dat&mn, merger, sale or conveyance (assumingttigaholders of such shares of Convert
Preferred Stock, as holders of Common Stock poidhé¢ transaction, would not have exercised arttsigf election as holders of Common
Stock as to the kind or amount of stock or otheus#es, cash or other property receivable upaseclassification, statutory exchange,
consolidation, merger, sale or conveyance; provithet if the kind or amount of stock or other s@@s, cash or other property receivable
upon such reclassification, change, statutory exgbaconsolidation, merger, sale, or conveyanoetishe same for each non-electing share
of Common Stock, then the kind and amount of stoafither securities, cash or other property redsésahall be deemed to be the kind and
amount so receivable by a plurality of the non-éhecshares).

(J) An adjustment made pursuant to Section 2(ll)f Bleaome effective immediately after the effectdage in respect of the transaction giving
rise to such adjustment. If, as a result of anstdjent made pursuant to Section 2 (1), the holflang share of Convertible Preferred Stock
thereafter surrendered for conversion shall becentiéled to receive shares of two or more clas$esjpital stock or shares of Common St
and other capital stock of the Corporation, therBad Directors (whose determination shall be cosisle) shall determine for accounting
purposes the allocation of the Penalty ConversiiceRr Extended Penalty Conversion Price, as &lse enay be, between or among shart
such classes of capital stock or shares of Comnmek%nd other capital stock.
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(K) If (i) any transaction described in Section)Zhall have occurred such that shares of Converfiteferred Stock shall then be converti
in whole or in part, into a security or securitg@her than the Common Stock of the Corporation @mgh security being referred to in this
Section 2(K) as an "Other Security"), (ii) a DivimeDefault shall have occurred, (iii) a Penalty @Gension Right with respect to any of the
outstanding shares of Convertible Preferred Stbel e exercisable in accordance with the termSeaftion

2(D), and (iv) any of the following circumstancdeb then exist:

(a) the number of units of an Other Security attime authorized, unissued and unreserved fonapgses or held in the treasury of the
Corporation or its successors, as the case mag besufficient to satisfy the Corporation's ockisuccessor' s obligations with respect to the
conversion of Convertible Preferred Stock purstaminy such Penalty Conversion Right; (b) the issaar delivery of an Other Security in
satisfaction of any such Penalty Conversion Rightilgl require registration with or approval of argvgrnmental authority under law or
regulation, and such registration or approval leseen effected or obtained; (c) the Other Sectoibe issued in payment of a dividend on
the Convertible Preferred Stock has not been aizthabfor listing, upon official notice of issuan@® any United States national or regional
securities exchange on which such Common Stodieis listed; or (d) the Other Security is not tragethe over-the-counter market and is
not listed on a United States national or regicealurities exchange,

then the Penalty Conversion Right with respech&Gonvertible Preferred Stock shall not termirztine end of two business days follow
the Penalty Conversion Date but shall remain egabie, in the manner set forth in Section 2(Fangttime until and including the thirtieth
calendar day after the day on which none of theuaiistances set forth in (a) or (b) above shallinaatto exist.

In the event that a Dividend Default shall haveured and any of the circumstances set forth im(4lp) above shall be in existence, the
Corporation shall promptly mail to each holder lodies of Convertible Preferred Stock, at such hialdast address as the same appears on
the books of the Corporation, a notice of the exisé of such Dividend Default and such circumstaetdorth in

(a) or (b) above, which notice shall describe #rens upon which an extended Penalty ConversiontRigly arise and be exercised pursuant
to this Section 2(K). Upon the cessation of alkeinstances giving rise to such extended Penalty&@sion Right, the Corporation shall
notify each holder in similar manner of the daterugrhich the Penalty Conversion Right or the ExézhBenalty Conversion Right, as the
case may be, shall terminate. Such notice shalbatthe terms and manner of exercise of sucttRig

(L) The Corporation may, in its sole discretion kaany appropriate upward adjustment in the nurabehares of Common Stock issuable
upon conversion of shares of Convertible PrefeS&dk pursuant to the exercise of a ConversiontRigtthe Corporation considers to be
advisable in order that any event treated for Feddecome tax purposes as a distribution of stacstack rights with respect to the Common
Stock will not be taxable to the holders of ComnStack.

(M) Whenever the Penalty Conversion Right of theutible Preferred Stock is adjusted as providge8dction 2(1) or 2(L), a notice stating
that the Penalty Conversion Right has been adjustgting forth the terms of the Penalty Converg&aght as adjusted, and containing a brief
statement of the facts giving rise to such adjustraed the manner of computing the same (whichificate shall be conclusive evidence of
the correctness of such adjustment), shall forthlv@ mailed by the Corporation or its successoth@sase may be, to each holder of shares
of Convertible Preferred Stock at such holdersadslress as the same appears on the books obtper&tion.
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In the event that any time as a result of an adjest made pursuant to Section 2(1), the holdengfshare of Convertible Preferred Stock
thereafter surrendered for conversion shall becentigled to receive any shares of the Corporatibierothan shares of Common Stock,
thereafter the Penalty of Conversion Right witlpees to such other shares so receivable upon csionenf any share of Convertible
Preferred Stock shall be subject to readjustmem fime to time in a manner and on terms as negyljvalent as practicable to the
provisions contained herein.

In any case, if necessary, appropriate adjustnieik lse made in the application of the provisioasferth herein with respect to the rights .
interests thereafter of the holders of shares @iv€dible Preferred Stock, to the end that the isioms set forth herein shall thereafter
correspondingly be made applicable, as nearly asre@sonably be, in relation to any shares of stwakther securities or property thereafter
deliverable on the conversion of shares of ConvierfPreferred Stock pursuant to exercise of a Quive Right.

The above provisions shall similarly apply to sissiee consolidations, mergers, reclassificatiohanges, statutory exchanges, sales or
conveyances.

(N) In the event that: (i) the Corporation shaldany action which would require an adjustmernhaPenalty Conversion Right of the
Convertible Preferred Stock pursuant to the terfrthis Section 2; (ii) there shall be any capidnganization, or reclassification or chang
the Common Stock (other than a change in the daewa the Common Stock, or from par value to noyadue or as a result of a subdivision
or combination of the outstanding Common Stock,ibeiuding any division of the Corporation's Comnftock into two or more classes or
series), or any consolidation or merger to whigh@orporation is a party or any statutory exchasfggecurities with another corporation and
for which approval of any stockholders of the Cagtion is required, or any sale or conveyance ladfrasubstantially all of the assets of the
Corporation; or (iii) there shall be a voluntaryiovoluntary liquidation, dissolution or winding b the Corporation; then the Corporation
shall cause to be mailed to each holder of shdr€swvertible Preferred Stock at such holder'sdaisiress as the same appears on the books
of the Corporation, at least 15 days prior to thpliaable date hereinafter specified, a noticergjahe data on which such reorganization,
reclassification, change, statutory exchange, dafedmn, merger, sale, conveyance, liquidatiossdlution or winding up is expected to
become effective, and the date as of which it geeted that holders of Common Stock of record die#ntitled to exchange their shares of
Common Stock for stock or other securities, casbtioer property deliverable upon such reorganimatieclassification, change statutory
exchange, consolidation, merger, sale, conveydigcidation, dissolution or winding up. Failure gove such notice, or any defect therein,
shall not, however, affect the legality or validdfany action described in clauses (i), (ii) @ 6f this

Section 2(N).

Section 3. Voting Rights. Except as otherwise esglyeprovided herein or as specifically requiredadw, the holders of shares of Convertible
Preferred Stock shall have no voting rights.

(A) So long as the Convertible Preferred Stockustanding, the Corporation shall not, without #ffermative vote of the holders of at least a
majority of all outstanding shares of ConvertiblefBrred Stock, voting as a class, (i) amend, alteepeal any provisions of the
Corporation's Articles of Incorporation, as amendedy-laws which would materially adversely atf#fie Rights and Preferences of the
Convertible Preferred Stock, provided that an amet that would authorize or create or increasatheunt of any stock ranking junior to
the Convertible Preferred Stock as to dividend landdation rights will be deemed not to adversatfect such Rights and Preferences, or (ii)
authorize or create, or increase the authorizeduatraf, any capital stock of the Corporation of &fgss, or any security convertible into s
capital stock, ranking prior to or on a parity witie Convertible Preferred Stock as to either dimior liquidation rights. Notwithstanding
the foregoing, if the voting rights set forth ingtSection 3(A) are exercisable as to a partiomatter by more than one series of the
Corporation's preferred stock, the affirmative



vote on such matter will be of the holders of astea majority of the shares of all such seriemygais a single class without regard to series,
and the separate voting rights of the holders ofv@dible Preferred Stock as set forth in this B&acB(A) shall not apply.

(B) (i) Whenever and as often as two or more camsex semi-annual dividends payable on the ConvierfPreferred Stock shall be past due
(a "Default"), the holders of the Convertible Predel Stock, voting as a class, shall have the sikauight, as set forth below, to vote for and
to elect one director of the Corporation. The righthe holders of the Convertible Preferred Stimcklect such director, however, shall cease
when all arrearage in the payment of dividendshenQonvertible Preferred Stock shall have beendc{ei¢her through payment or through
being declared and set aside for payment) or nlo onvertible Preferred Stock is outstanding, wigr first occurs.

(i) If, at any time, a Default shall occur, thepthe number of directors of the Corporation shallincrease by one, effective as of the time of
election of such directors as hereinafter providedi (ii) the holders of Convertible Preferred Kfomting as a single class, shall be entitled
to elect one director to fill the vacancy causedbyncreasing the number of directors (the clagdasses of directors to which such director
is to be assigned to be determined by the boadrettors). The right of the holders of the Conildet Preferred Stock so to elect such
director may be exercised at any time before alaange in the payment of dividends on the Corherfreferred Stock are cured, as set 1

in (i) above. Effective as of such cure, (i) thédeos of the Convertible Preferred Stock shallaxmker have the right so to elect any directors,
subject to revesting in the event of each and esebgequent Default, (ii) the term of office of thieector then in office elected by such
holders voting as a class shall forthwith termireatd (i) the number of directors of the Corpavatshall be reduced by one, effective as of
the date of such termination.

The foregoing right of the holders of the ConveéetiBreferred Stock with respect to the electioa dfrector may be exercised at any annual
meeting of shareholders or, within the limitatidveseinafter provided, at a special meeting of di@ders held for such purpose. If a Default
shall occur more than one ninety (90) days precgttia date established for the next annual meefispareholders, the Corporation shall,
within twenty (20) days after delivery to the Corgiton at its principal office of a written requést a special meeting signed by the holders
of at least an aggregate of twenty-five percen¥{p6f the outstanding shares of Convertible PreteB8tock, call a special meeting of the
holders of the Convertible Preferred Stock to bd éthin sixty (60) days after the delivery of $uequest, for the purpose of electing an
additional director to serve until the next annualeting of shareholders of the Corporation and sath director's successor shall have been
elected and qualified or until such director'sieadieath or resignation, or until such earlieeda provided herein, whichever occurs first.
Notice of such meeting shall be mailed to eachéroid Convertible Preferred Stock as provided byridglvania law and the Corporatio
By-laws.

The Board of Directors may fix a record date far tletermination of holders of Convertible Prefer&dck entitled to vote for the election of
a director pursuant to the terms of this

Section 3 at an annual or special meeting of sloddels, as the case may be, which record date mbiatle more than fifty (50) days prior to
the date of the meeting.

The holders of at least a majority of the outstagdihares of Convertible Preferred Stock voting akss shall have the right to remove
without cause at any time and replace any diresttoh holders have elected pursuant to this Se8titfrthe office of any director elected by
the holders of the Convertible Preferred Stock bexovacant by reason of death, resignation, re¢éinéndisqualification, removal from
office, or otherwise, the vacancy may be filledvoye of the holders of the Convertible Preferreacitin the manner provided above.
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(C) On any matter as to which the holders of Catilvler Preferred Stock shall be entitled to vot@asvided above, they shall be entitled to
one vote per share. The holders of ConvertibledPred Stock shall not have the right of cumulatigéng in any election of directors.

(D) The holders of Convertible Preferred Stock khal be entitled to vote as provided above onmagter if, at or prior to the time when the
act with respect to which such vote would othenkiseequired will be effected, all outstanding siseof Convertible Preferred Stock have
been redeemed, or have been called for redemptiurificient funds have been deposited with a bantkust company to effect such
redemption as provided in Section 8.

(E) Nothing herein contained shall require a vdtthe holders of shares of Convertible Preferrextistn connection with (i) the
authorization, designation, increase or issuan@gfshares of any class or series of capital stdikh ranks junior to the Convertible
Preferred Stock as to dividend and liquidation tsgkii) the authorization, issuance or increastaéghamount of any bonds, mortgages,
debentures or other obligations of the Corporation,

(iif) any merger or consolidation involving the @oration or any reclassification of any stock ragkjunior to the Convertible Preferred
Stock as to dividend and liquidation rights.

Section 4. Certain Restrictions.

(A) Whenever any semi-annual dividend payable enGbnvertible Preferred Stock as provided in Sacids in arrears, thereafter and until
(i) all accumulated and unpaid dividends, whetherai declared, on shares of Convertible Prefegtedk outstanding shall have been pai
full or (ii) all shares of Convertible Preferrecb8k shall have been converted into Common Stogk@sded in

Section 2 or Section 9, the Corporation shall not

(i) declare or pay dividends or make any otherritistions on any shares of stock ranking junioth® Convertible Preferred Stock as to
dividends;

(i) declare or pay dividends or make any othetrittigtions on any shares of stock ranking on aypaith the Convertible Preferred Stock as
to dividends, except (a) dividends or other disfiitns paid ratably on the Convertible Preferreacitand all such parity stock so that the
amount of dividends or other distributions declaoed share on each such series or class of st@akdeach other the same ratio that the
accumulated but unpaid dividends per share onhtaiges of each such series or class of stock besacto other, or (b) dividends or other
distributions paid in Common Stock (or other sto€khe Corporation ranking junior to the Convestilfireferred Stock as to dividends and
upon liquidation, dissolution or winding up) on t@envertible Preferred Stock and such other sté¢heoCorporation as shall be entitled to
receive dividends or distributions in Common Stémksuch other junior stock), such that all accliated and unpaid dividends on all such
stock shall be paid in full;

(iii) redeem or purchase or otherwise acquire frsideration (including pursuant to sinking funduigements) shares of any stock ranking
junior to the Convertible Preferred Stock as tad#wnds, except that the Corporation may at any tedeem, purchase or otherwise acq
shares of any such junior stock by the conversf@uoh shares into, or the exchange of such sHiareshares of any stock of the Corporal
ranking junior to the Convertible Preferred Stosk@dividends and upon dissolution, liquidatiowamding up;

(iv) redeem pursuant to a sinking fund or otherveisg stock for the Corporation ranking on a pantth the Convertible Preferred Stock a:
dividends, except (a) by means of a redemptionyauntsto which all outstanding shares of Convertitiieferred Stock and all stock of the
Corporation ranking on a parity with the ConvesriBlreferred Stock as to dividends are redeemedrsugnt to which a pro rata redemption
is made
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from all holders of the Convertible Preferred Stackl all stock of the Corporation ranking on atyasiith the Convertible Preferred Stock as
to dividends, the amount allocable to each seffissich stock being determined on the basis of ¢fggegate liquidation preference of the
outstanding shares of each series and the shaeexlofseries being redeemed only a pro-rata lmagiis) by conversion of such parity stock
into, or exchange of such parity stock for, stotkhe Corporation ranking junior to the ConvertiBleeferred Stock as to dividends and upon
liquidation, dissolution or winding up; or

(v) purchase or otherwise acquire for any constdmrany stock of the Corporation ranking on atyasiith the Convertible Preferred Stock

as to dividends, except (a) pursuant to an acgpnsihade in accordance with the terms of one orenodfiers to purchase all of the outstanc
shares of Convertible Preferred Stock and all stddke Corporation ranking on a parity with then@ertible Preferred Stock as to dividends
(which offers shall describe such proposed acdoisif all such parity stock), which offers shadlch have been accepted by the holders of at
least 50% of the shares of each series or clas®ok receiving such offer outstanding at the comreenent of the first of such purchase
offers, or (b) by conversion of such parity stoatoi or exchange of such parity stock for, stocthef Corporation ranking junior to the
Convertible Preferred Stock as to dividends andhdjguidation, dissolution or winding up.

(B) The Corporation shall not permit any subsidiafyhe Corporation to purchase or otherwise aegfar consideration any shares of stock
of the Corporation unless the Corporation couldiesn
Section 4(A), purchase or otherwise acquire suaheshat such time and in such manner.

Section 5. Reacquired Shares. Any shares of CahlesRreferred Stock redeemed or acquired by caiveror otherwise by the Corporation
in any manner whatsoever shall have the statustbbazed but unissued shares of preferred stodkn@ay be reissued as part of a new series
of preferred stock created by resolution or resohst of the Board of Directors, subject to the dbads and restrictions on issuance set forth
herein.

Section 6. Liquidation, Dissolution or Winding Wppon any voluntary or involuntary liquidation, distion, or winding up of the
Corporation, no distribution shall be made

(A) to the holders of shares of stock ranking jurt@the Convertible Preferred Stock upon liquidatidissolution or winding up unless, prior
thereto, the holders of shares of Convertible PredeStock shall have received $25.00 per shaegritamount equal to accrued and unpaid
dividends and distributions thereon to the dateuzsh payment, whether or not declared, or

(B) to the holders of stock ranking on a parityhattte Convertible Preferred Stock upon liquidatidissolution or winding up, except
distributions made ratably on the Convertible Rref# Stock and all other such parity stock in préipo to the total amounts to which the
holders of all such shares are entitled upon dacidiation, dissolution or winding up.

After payment in full of the liquidation preferenoéthe Convertible Preferred Stock as aforeshiel Gonvertible Preferred Stock shall not be
entitled to receive any additional cash, propertgther assets of the Corporation upon the ligiddadissolution or winding up of the
Corporation. In the event of a liquidation preferepayment amounting in the aggregate to less83&r00 per share plus accrued dividends,
the Corporation in its discretion may require tberander of certificates of the Convertible PreddrStock and issue a replacement certificate
or certificates, or it may require the certificagasdencing the shares in respect of which suclngays are to be made to be presented to the
Corporation, or its agent, for notation thereomiounts of the liquidation preference payments niadespect of such shares. In the event a
certificate for Convertible Preferred Stock on whigayment of one or more partial liquidation prefare payments has been made is
presented for exchange or transfer, the certificasteed
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upon such exchange or transfer shall bear an apatemotation as to the aggregate amount of l@afioth preference payments theretofore
made in respect thereof.

Section 7. Consolidation, Merger and Sale of Assets

(A) A consolidation or merger of the Corporatiorttwor into another corporation, the merger of atheocorporation into the Corporation, a
voluntary sale, conveyance, lease, exchange asfnaaf all or substantially all of the assetshaf Corporation in consideration of the
issuance of equity securities of another corponadiootherwise, or any purchase or redemption ofesor all of the shares of any class or
series of stock of the Corporation, shall not bended to be a liquidation, dissolution or windingafgthe Corporation for any purpose in
connection with or related to the Convertible Pnefe Stock (unless in connection therewith theidigtion, dissolution or winding up of the
Corporation is specifically approved).

(B) The Corporation shall not be consolidated orgaewith, or sell, transfer or lease all or subs#dly all of its assets to another corporation,
person or entity unless the successor entity assumeriting all of the obligations of the Corpdmat with respect to the Convertible Prefei
Stock.

Section 8. Optional Redemption.

(A) The Convertible Preferred Stock may not be ezded by the Corporation prior to June 1, 1990 sriles Closing Sale Price (as define:
Section 2(C), hereof) of the Common Stock shallehegqualed or exceeded 150% of the then effectivev€sion Price (as defined in Section
9 hereof) for at least 20 trading days within ageopf 30 consecutive trading days ending no mioaa ffive days prior to giving of notice of
redemption. In such event prior to June 1, 199@,iarany event on and after June 1, 1990, the Catiom may, at its sole option and
election, redeem the Convertible Preferred Statkyhole or in part, out of funds legally availatierefor, at any time and from time to time,
during the following periods and at the followingges per share:

Period Redempti on Price
June 1, 1987-May 31, 1988 $27.50
June 1, 1988-May 31, 1989 27.25
June 1, 1989-May 31, 1990 27.00
June 1, 1990-May 31, 1991 26.75
June 1, 1991-May 31, 1992 26.50
June 1, 1992-May 31, 1993 26.25
June 1, 1993-May 31, 1994 26.00
June 1, 1994-May 31, 1995 25.75
June 1, 1995-May 31, 1996 25.50
June 1, 1996-May 31, 1997 25.25
June 1, 1997 and thereafter 25.00

in each case plus all dividends (whether or notadled) accrued and unpaid to the date of redemption
No sinking funding shall be established for the @otible Preferred Stocl

(B) If less than all of the Convertible Preferredk at the time outstanding is to be redeemedsiiaees so to be redeemed shall be selected
by lot, pro rata or by substantially equivalent noet.

(C) Notice of any redemption of the Convertiblefereed Stock shall be mailed, by means of firssglmail, postage pre-paid, at least thirty
(30), but not more than sixty (60), calendar daysrgo the date fixed for redemption to each holafeConvertible Preferred Stock to be
redeemed, at such holder's address as it apped#ns books of the Corporation. In order to
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facilitate the redemption of the Convertible PregdrStock, the Board of Directors may fix a recdade for the determination of holders of
Convertible Preferred Stock to be redeemed, whiell sot be more than fifty (50) days prior to thege fixed for such redemption.

Each such notice shall specify (i) the redemptiated(ii) the redemption price, (iii) the place fmyment and for delivering the stock
certificate(s) and transfer instrument(s) in ortbecollect the redemption price, (iv) the share€ofvertible Preferred Stock to be redeemed
and (v) the then effective Conversion Price (agheefbelow) and that the right of holders of sharieSonvertible Preferred Stock being
redeemed to convert such shares of Common Stodkatminate at the close of business on the basiky prior to the redemption date
(provided that no default by the Corporation in pizgyment of the applicable redemption price shalehoccurred and be continuing).

Any notice mailed as provided herein shall be casigkly deemed to have been duly given whetheobsuch notice is in fact received.

The holder of any shares of Convertible PrefermedtiSredeemed upon any exercise of the Corporatiedemption right shall not be entitled
to receive payment of the redemption price for ssltdres until such holder shall cause to be deld/&y the place specified in the notice
given with respect to such redemption (i) the &iegtes representing such shares of ConvertibleeResl Stock and (ii) appropriate
endorsements and transfer documents sufficiematster such shares of Convertible Preferred Simtthe Corporation free of any adverse
interest. No interest shall accrue on the redempiiice of any share of Convertible Preferred Staftér its redemption date.

(D) On the redemption date specified in the nagisen pursuant to Section 8(C), the Corporatiorlsaad at any time after such notice shall
have been mailed and before such redemption dat€diporation may, deposit for the pro rata beméfihe holders of the shares of
Convertible Preferred Stock so called for redenmptie funds necessary for such redemption withnk batrust company having a capital
and surplus of at least $50,000,000. Any moniedegmsited by the Corporation and unclaimed at tiueoé two years from the date
designated for such redemption shall revert taytreeral funds of the Corporation. After such relerssuch bank or trust company shall,
upon demand, pay over to the Corporation such imethamounts and thereupon such bank or trust coyrmgizall be relieved of all
responsibility in respect thereof to such holdet auch holder shall look only to the Corporationtfte payment of the redemption price. In
the event that monies are deposited pursuantdaition 8(D) in respect of shares of Converfibileferred Stock that are converted in
accordance with the provisions of Section 2 oughanonies shall, upon such conversion, revetiéayeneral funds of the Corporation and,
upon demand, such bank or trust company shall payto the Corporation such monies and shall thmmaibe relieved of all responsibility
the holders of such shares in respect thereof.idteyest accrued on funds so deposited pursuahtt&ection 8(D) shall be paid from time
to time to the Corporation for its own account.

(E) Upon deposit of funds pursuant to Section 8(Despect of shares of Convertible Preferred Statled for redemption, notwithstanding
that any certificates for such shares shall noehmen surrendered for cancellation, the sharessepted thereby shall no longer be deemed
outstanding, the rights to receive dividends thergall cease to accrue from and after the dated®imption designated in the notice of
redemption and all rights of the holders of thereha@f Convertible Preferred Stock called for regéom shall cease and terminate, excepting
only the right to receive the redemption price ¢fier (including any accrued and unpaid dividendthédate fixed for redemption), without
interest.

(F) Subject to Section 4 hereof, the Corporaticaidtave the right to purchase shares of Converfilsbferred Stock in the public market at
such prices as may from time to time be availablihé public market for such shares and shall lla@eight at any time to acquire any
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shares of Convertible Preferred Stock from the owfisuch shares on such terms as may be agraeahieh owner. Shares of Convertible
Preferred Stock may be acquired for the Corpordtimm any shareholder pursuant to this paragrapiowt offering any other shareholder
equal opportunity to sell his stock to the Corporgtand no purchase by the Corporation from amryediolder pursuant to this paragraph ¢
be deemed to create any right on the part of aageblolder to sell any shares of Convertible PreteBtock (or any other stock) to the
Corporation.

(G) Notwithstanding the foregoing provisions ofstidection 8, and subject to the provisions of Sactihereof, whenever any dividend
payable on the Convertible Preferred Stock as gealin

Section 2 is in arrears, thereafter and until l{iaacumulated and unpaid dividends and distrimgjavhether or not declared, on shares of
Convertible Preferred Stock outstanding shall Haeen paid in full or (i) all shares of Convertititeeferred Stock shall have been converted
into Common Stock as provided in Section 2 or $ac¥, the Corporation shall not (a) redeem anyeshaf Convertible Preferred Stock,
except (1) by means of a redemption pursuant tehvail outstanding shares of Convertible Prefe8gitk are simultaneously redeemed or
the outstanding shares of Convertible PreferredkSaoe redeemed on a pro rata basis, or (2) byassion of shares of Convertible Preferred
Stock into, or exchange of such shares for, Com8tonk or any other stock of the Corporation rankingor to the Convertible Preferred
Stock as to dividends and upon liquidation, dissetuand winding up; or (b) purchase or otherwisguére any shares of Convertible
Preferred Stock, except (1) pursuant to a purcbhasgchange offer made on the same terms to akh®lof Convertible Preferred Stock, or
(2) by conversion of shares of Convertible Prefié®éock into, or by an exchange of such share<Ciommon Stock or any other stock of the
Corporation ranking junior to the Convertible Predel Stock as to dividends and upon liquidatiossdiution and winding up.

Section 9. Conversion Option.

(A) The holder of any share of Convertible Preférgtock shall have the right, at such holder'samptbut if such share is called for
redemption, then in respect of such share onlytbiacluding but not after the close of businesshenbusiness day immediately prior to the
date fixed for such redemption, provided that nfaudke by the Corporation in the payment of the aggiile redemption price (including any
accrued and unpaid dividends) shall have occumedoa continuing) to convert such share into thatlper of fully paid and non-assessable
shares of Common Stock (calculated as to each csioweto the nearest 1/100th of a share) obtaiyediiding $25 by the Conversion Price
then in effect. The Conversion Price shall initidde $12.00 per share and shall be subject to tadgu as set forth below.

(B) In order to exercise the conversion privilete holder of shares of Convertible Preferred Ssbel surrender the certificate(s)
evidencing such share(s), accompanied by instrusvdritansfer satisfactory to the Corporation amificient to transfer the Convertible
Preferred Stock being converted to the Corpordtiem of any adverse interest, at any of the offaeagencies maintained for such purpose
by the Corporation ("Conversion Agent") and shalldomplete and sign the Notice of Election to Coner the reverse side of the certificate
(s). The holder shall also contemporaneously pmtadthe Corporation a written notice stating taeme or names, together with address or
addresses, in which the certificate or certificdteshares of Common Stock which shall be issuablsuch conversion shall be issued. As
promptly as practicable after the surrender of sidre(s) of Convertible Preferred Stock as afadefize Corporation shall issue and shall
deliver, at the offices of such Conversion Ageatsiich holder, or on his written order, a certitcar certificates for the number of full shares
of Common Stock issuable upon the conversion df share(s) in accordance with the provisions hesadfany fractional interest in respect
of a share of Common Stock arising upon such camweishall be settled as provided in Section 18WweR new certificate or certificates

will be issued representing the remaining share3amivertible Preferred Stock in any case in whaker than all of the
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shares of Convertible Preferred Stock representeddertificate are converted. Each conversionl sigatieemed to have been effected
immediately prior to the close of business on the @n which shares of Convertible Preferred Ssbelll have been so surrendered and such
notice received by the Corporation as aforesaid,the person or persons in whose name or nameseatificate or certificates for shares of
Common Stock shall be issuable upon such convessiath be deemed to have become the holder or tsotdeecord of the Common Stock
represented thereby at such time, unless the staokfer books of the Corporation shall be closethe date on which shares of Convertible
Preferred Stock are so surrendered fro conversiomhich event such conversion shall be deemeate heen effected immediately prior to
the close of business on the next succeeding dayharh such stock transfer books are open, and gerdon or persons shall be deemed to
have become such holder or holders of record o€ttramon Stock at the close of business on suchdate In either circumstance, such
conversion shall be at the Conversion Price incefba the date upon which such share shall have sigreendered and such notice received
by the Corporation. No payment or adjustment dtwinade on conversion for any dividends accrueshares of Convertible Preferred St
surrendered for conversion of for any dividendgtanCommon Stock delivered on conversion. Effecis®f any such conversion, the
Corporation shall be excused from paying any divitheon the shares of Convertible Preferred Stookented, including any dividends past
due at the time of conversion; provided that ihare of Convertible Preferred Stock is surrendésedonversion after the record date for a
declared dividend payment, such dividend shall rteeéess be paid on such share in the normal course

(C) If, in lieu of any fractional interest in a shaof Common Stock which would otherwise be defibde upon the conversion of any share or
shares of Convertible Preferred Stock, the Corpmrapursuant to the terms of Section 10 heredl| steliver cash, the fair market value of a
share of Common Stock shall be deemed to be equiaétClosing Sale Price (as defined above) ofimon Stock on the day of
conversion or, if such day is not a trading daythentrading day immediately prior to the day ofieersion. If more than one certificate
representing shares of Convertible Preferred Stbell be surrendered for conversion at one timthbysame holder, the number of full
shares issuable upon conversion thereof shall impoted on the basis of the aggregate number oéstudrConvertible Preferred Stock
represented by such certificates, or the specffgtions thereof to be converted, so surrendered.

(D) Notwithstanding the other provisions of thisen 9, the Conversion Price shall be adjuste®eoember 15, 1988 to an amount equal to
the lesser of (i) the Conversion Price otherwigmtim effect and (ii) 120% of the average of thi#ydalosing Sales Prices (as defined above)
of the Common Stock for the 60 consecutive tradiags ending December 8, 1988 and provided furthat,any such adjustment of the
Conversion Price shall be made only with respeshares of Convertible Preferred Stock which shalhave been surrendered for
conversion prior to December 15, 1988. When thev€mion Price is adjusted as provided in this $acd, the Corporation shall promptly
file with any Conversion Agent, a certificate sigrtey the President, and by the Treasurer, or arstass Treasurer, and the Secretary or an
Assistant Secretary, of the Corporation settinghftimie Conversion Price after such adjustment aitithg forth a brief statement of the facts
requiring such adjustment and the manner of comgutie same. Any determination as to whether amstdent is required, or as to the
amount or nature thereof, shall be binding uporhthiders of the Convertible Preferred Stock andQbgporation if made in good faith by the
Board of Directors to the Corporation. Upon thafjlof the certificate required by this Section §(fhe Corporation shall promptly make a
summary of the adjustment generally available ¢éohblders of the Convertible Preferred Stock, lighsueans as is reasonable determine
the Board of Directors in its sole discretion. the event that at any time prior to or on Decemigerl988 as a result of an adjustment made
pursuant to subsection (a) below, the holder ofsdrare of Convertible Preferred Stock thereafteresidered for conversion shall become
entitled to receive any shares of the Corporatiberothan shares of Common Stock, thereafter threv€sion Price of such other shares so
receivable upon conversion of any share of Corer®referred Stock shall be subject to readjustrmebecember 15, 1988 in a manner
on terms
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as nearly equivalent as practicable to the promssisith respect to Common Stock contained herein.
The Conversion Price shall be adjusted from timénte as follows:

() In case the Corporation shall hereafter (i) pajvidend or make a distribution on its Commoocgtin shares of Common Stock or in
shares of capital stock other than Common Stopksubdivide its outstanding shares of Common Stotika greater number of shares,

(iii) combine its outstanding shares of Common Btato a smaller number of shares or (iv) issuednyassification of its Common Stock ¢
shares of capital stock of the Corporation, thev@osion Price in effect immediately prior to sudtien shall be adjusted so that the holder of
any share thereafter surrendered for conversidhtshantitled to receive the number of shares @i@on Stock or other capital stock of the
Corporation which he would have owned immediateljofving such action had such shares been convartexkdiately prior thereto. An
adjustment made pursuant to this subsection (&) lsfzome retroactively effective as of immediatafter the record date in the case of a
dividend or distribution and shall become effeciivenediately after the effective date in the cafse subdivision, combination or
reclassification. If, as a result of an adjustnmaate pursuant to this subsection (a), the holdangfshare of Convertible Preferred Stock
thereafter surrendered for conversion shall becentiéled to receive shares of two or more clas$esjpital stock or shares of Common St
and other capital stock of the Corporation, therBad Directors (whose determination shall be cosisle and shall be described in a
statement filed with any Conversion Agent) shatkd@ine for accounting purposes the allocatiorhefddjusted Conversion Price betwee
among shares of such classes of capital stockaveslof Common Stock and other capital stock.

(b) In case the Corporation shall hereafter isgyles or warrants to holders of its outstandingesf@f Common Stock generally entitling
them (for a period expiring within 45 days aftee tliecord date mentioned below) to subscribe f@uochase shares of Common Stock at a
price per share less than the current market pecehare (determined as provided below) of the @omStock on the record date mentioned
below, the Conversion Price shall be adjusted abttte same shall equal the price determined byiphtihg the Conversion Price in effect
immediately prior to the date of issuance of sughts or warrants by a fraction of which the nunb@rahall be the number of shares of
Common Stock outstanding on the date of issuaneedf rights or warrants plus the number of shatésh the aggregate offering price of
the total number of shares of Common Stock offgr@duant to such rights or warrants would purcleaseich current market price, and of
which the denominator shall be the number of shaf€ommon Stock outstanding on the date of isseaficuch rights or warrants plus the
number of additional shares of Common Stock offéoedubscription or purchase pursuant to suchtsighwarrants. Such adjustment shall
become retroactively effective as of immediatelgrathe record date for the determination of stotdtérs entitled to receive such rights or
warrants.

(c) In case the Corporation shall hereafter digtdlio holders of its outstanding Common Stock gahyeevidences of indebtedness or assets
(excluding any cash dividend or cash distributiatigidends or distributions payable in stock forigthadjustment is made pursuant to
subsection (a) above) or rights or warrants to aulls for or purchase securities of the Corporat@rciuding those referred to in subsection
(b) above), then in each such case the Conversioe & the shares of Common Stock shall be adjustethat the same shall equal the price
determined by multiplying the Conversion Price ffeet immediately prior to the date of such distitibn by a fraction of which the
numerator shall be the current market price peresfaetermined as provided below) of the CommomwrlStm the record date mentioned
below less the then fair market value (as deterchinethe Board of Directors, whose determinatioalldte conclusive and evidenced by a
resolution of the Board of Directors) of the pontiof the evidences of indebtedness or assets sibdied to the holder of one share of
Common Stock or of such subscription rights or wais applicable to one share of Common Stock, &mdhizh the denominator shall be
such current market price per share of Common Stegkh adjustment shall become retroactively affeds
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of immediately after the record date for the detaation of stockholders entitled to receive sudtrihution.

(d) For the purpose of any computation under sulmsex(b) and (c) above, the current market priseghare of Common Stock on any date
shall be deemed to be the average of the dailyiifjd@ales Price (as defined above) of the CommookIbr the 30 consecutive trading days
commencing 45 trading days before the day in qomesti

(e) In any case which shall require that an adjastrbe made immediately following a particular gd#te Corporation may elect to defer (but
only five business days following the filing by t@®rporation with any Conversion Agent of its digéite referred to above) issuing to the
holder of any share of Convertible Preferred Stumkverted after such date the shares of Commork &seable upon such conversion over
and above the shares of Common Stock issuable sygtnconversion on the basis of the ConversioreRior to adjustment.

() No adjustment in the Conversion Price shaltdguired unless such adjustment would require arease or decrease of at least 1% of !
price; provided, however, that any adjustments tvhig reason of this subsection (f) are not requiodoe made shall be carried forward and
taken into account in any subsequent adjustmehtaidulations shall be made to the nearest cetiteonearest 1/100th of a share, as the cas
may be.

(9) In the event that at any time as a result cidjostment made pursuant to subsection (a) allowdyolder of any share of Convertible
Preferred Stock thereafter surrendered for coneersiall become entitled to receive any shareleoCorporation other than shares of
Common Stock, thereafter the Conversion Price o mther shares so receivable upon conversionyo$laare of Convertible Preferred Sti
shall be subject to readjustment from time to tima manner and on terms as nearly equivalentagipable to the provisions with respect to
Common Stock contained herein.

In the event that: (i) the Corporation shall takg action which would require an adjustment in@waversion Price pursuant hereto; (ii) th
shall be any capital reorganization, or reclasaifan or change of the Common Stock (other thamaage in the par value of the Common
Stock, or from par value to no par value, or assallt of a subdivision or combination of the outgsiag Common Stock, but including any
division of the Corporation's Common Stock into t@ranore classes or series ), or any consolidatianerger to which the Corporation is a
party or any statutory exchange of securities aitbther corporation and for which approval of angreholders of the Corporation is
required, or any sale or conveyance of all or sigtlly all of the assets of the Corporation;idy there shall be a voluntary or involuntary
dissolution, liquidation or winding up of the Corption; then the Corporation shall cause to beedaib all holders of shares of the
Convertible Preferred Stock at each such holdastsdddress as the same appears on the books@ditheration, at least 15 days prior to the
applicable date hereinafter specified, a noticémgfdahe date on which such reorganization, rediaation, change, statutory exchange,
consolidation, merger, sale, conveyance, dissalutiquidation or winding up is expected to becosffective, and the date as of which it is
expected that holders of Common Stock of recordl beeaentitled to exchange their shares of CommimielSfor securities or other securities,
cash or other property deliverable upon such revzg#ion, reclassification, change, statutory excfea consolidation, merger, sale,
conveyance, dissolution, liquidation or winding &ailure to give such notice, or any defect thersirall not, however, affect the legality or
validity of any action described in clauses (i), (i) of this paragraph.

The Corporation may, at any time and from timereet by resolution of the Board of Directors, reeltise Conversion Price, provided that
such reduction is for a minimum period of 20 dayd B irrevocable during such period, and thatGbenpany notifies (in the manner herein
set forth) holders of Convertible Preferred Stotkwrh reduction at least 15 days prior to the datevhich the reduced conversion price ti
effect. The Corporation shall give notice of anglsu
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reduction to any Conversion Agent and, by maikach holder of shares of Convertible PreferrediSapeheir last address as the same
appears on the books of the Corporation.

(E) If a holder of a share of Convertible Prefergdck converts such share, the Corporation shgllgmy documentary, stamp or similar is
or transfer tax due on the issue of shares of Cam@&tock upon the conversion. However, such holdall pay any such tax that is due
because the shares are issued in a name othesublarconverting holder's name, and neither the @atipn nor any Conversion Agent shall
be required to issue or deliver certificates repméiag such shares of Common Stock unless or tlvatiparty or parties requesting the issus
thereof shall have paid to the Corporation or tbev@rsion Agent the amount of such tax or shalehestablished to the satisfaction of the
Corporation that such tax has been paid.

(F) The Corporation covenants that it will reseavel keep available, free from preemptive rights,abuts authorized Common Stock, solely
for the purpose of issuance upon conversion ofeshaf Convertible Preferred Stock as provided ig 8ection 9, the full number of shares of
Common Stock issuable upon the conversion of afitanding shares of Convertible Preferred Stockhmretofore converted. The
Corporation covenants that all shares of Commonk3twat shall be so issuable shall be, when issiidgl,and validly issued and fully paid
and nonassessable, free of all liens and chargkeaarsubject to any preemptive rights. For purpasfehis Section

9 (F), the number of shares of Common Stock thait ble issuable upon conversion shall be computatiat the time of computation all
outstanding shares of Convertible Preferred Stoeteveld by a single holder. The issuance of slkEr€®@mmon Stock upon conversion of
Convertible Preferred Stock as herein provideditharized in all respects.

(G) In case of any (i) consolidation or mergerha Corporation with or into another entity (otheat a consolidation or merger in which the
Corporation is the surviving entity), (ii) sale@nveyance of all or substantially all of the assétthe Corporation, (iii) reclassification or
change of the Corporation's Common Stock issugide eonversion of shares of Convertible PrefertediS(other than a change in par
value, or from par value to no par value, or assalt of a subdivision or combination, but inclugliemy division of the Corporation's Comn
Stock into two or more classes or series), (iv)sotidation or merger of another entity into the @wation in which the Corporation is the
surviving entity and in which there is a reclassifion or change of the Corporation's Common Sfottker than a change in par value, or
from par value to no par value, or as a resultgiditadivision or combination, but including any diein of the Corporation's Common Stock
into two or more classes or series), or (v) stayuéxchange of securities with another entity (igdhg any exchange effected in connection
with a merger of a third entity into the Corporadioin each case while any shares of ConvertibdédePred Stock remain outstanding, there
shall be no adjustments of the Conversion Pricéhblders of outstanding shares of Convertible PrefeStock shall have the right thereafter
to convert such shares of Convertible PreferrediSparsuant to Section 9(A) solely into the kindl@mount of shares of stock or other
securities, cash or other property, or any comhkinahereof receivable upon such reclassificatatrange, statutory exchange, consolidation,
merger, sale or conveyance, as if such sharesmfetiible Preferred Stock had been converted inémes of Common Stock immediately
prior to the effective date of such reclassificatichange, statutory exchange, consolidation, mgsgée or conveyance (assuming that the
holders of such shares of Convertible PreferrediStas holders of Common Stock prior to such trati@a, would not have exercised any
rights of election as holders of Common Stock atéokind or amount of stock or other securitieshcor other property receivable upon ¢
reclassification, change, statutory exchange, dat&mn, merger, sale or conveyance; provided, iftthe kind or amount of stock or other
securities, cash or other property receivable wqumh reclassification, change, statutory exchaogesolidation, merger, sale or conveyance
is not the same for each non-electing share of Com@&tock, then the kind and amount of stock orrogkeurities, cash or other property
receivable shall be deemed to be the kind and atsaureceivable by a plurality of the non-electatgres).
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(H) An adjustment made pursuant to Section 9(Gll sleaome effective immediately after the effectdage in respect of the transaction
giving rise to such adjustment. If, as a resutiofadjustment made pursuant to Section 9(G), tleehof any share of Convertible Preferred
Stock thereafter surrendered for conversion sheabine entitled to receive shares of two or morssela of capital stock or shares of Com
Stock and other Capital Stock of the Corporatibe,Board of Directors (whose determination shaktdmeclusive) shall determine for
accounting purposes the allocation of the ConvarBidce between or among shares of such classegpitél stock or shares of Common
Stock and other capital stock.

(I) The Corporation may, in its sole discretion kaany appropriate upward adjustment in the nurabshares of Common Stock issuable
upon conversion of shares of Convertible Prefe8&tk pursuant to this Section 9 as the Corporatiosiders to be advisable in order that
any event treated for Federal income tax purposesdastribution of stock or stock rights with respto the Common Stock will not be
taxable to the holders of Common Stock.

(J) In the event that at any time as a result didjnstment made pursuant to Section 9(G), theehaflany share of Convertible Preferred
Stock thereafter surrendered for conversion stealbine entitled to receive any securities of thep@i@tion other than shares of Common
Stock, thereafter the conversion rights with respesuch other securities shall be subject tojusaghent from time to time in a manner and
on terms as nearly equivalent as practicable tptbeisions contained herein.

In any case, if necessary, appropriate adjustnieik lse made in the application of the provisioasferth herein with respect to the rights .
the interests thereafter of the holders of shaf€oavertible Preferred Stock, to the end thatgiwrisions set forth herein shall thereafter
correspondingly be made applicable, as nearly asre@sonably be, in relation to any shares of stwakther securities or property thereafter
deliverable on the conversion of shares of ConvierfPreferred Stock pursuant to this Section 9.

The above provisions shall similarly apply to sissiee consolidations, mergers, reclassificatiohanges, statutory exchanges, sales or
conveyances.

(K) No Conversion Agent shall at any time be uraley duty or responsibility to any holder of Conide Preferred Stock to verify the
Conversion Price or the method employed in detadmgithe same. No Conversion Agent shall be accblmtaith respect to the validity or
value (or the kind or amount) of any Common Stockfaany stock or other securities, cash or otmeperty which may at any time be issued
and delivered upon the conversion of any shareooiv€rtible Preferred Stock , or make any represientavith respect thereto. No
Conversion Agent shall be responsible for any failef the Corporation to make any cash paymera @stue, transfer or deliver any
Common Stock or stock certificates or other sei@grivr property upon the surrender of any shar@ooivertible Preferred Stock for the
purpose of conversion or to comply with any of to@enants of the Corporation contained in thisiSed@.

Section 10. Fractional Shares. In the event theenalf Convertible Preferred Stock shall be erditiereceive a fractional interest in a share
of Convertible Preferred Stock or a fractional iet# in a share of Common Stock, except as othemisvided herein, the Corporation shall
either, in the sole discretion of the Board of Biges, (i) round such fractional interest up to tiest whole share of Convertible Preferred
Stock or Common Stock, as the case may be, (iigissfractional share of such stock, (iii) deligash in the amount of the fair market value
of such fractional interest as herein providedj\grissue scrip representing a fractional sharsuzh stock entitling the holder to receive a
share of such stock upon the surrender of such aggregating a full share of such stock.

Section 11. Elimination of Preemptive Rights. Ndédeo of shares of Convertible Preferred Stock dhaléntitled as such, as a matter of right,
to subscribe for or purchase any part of any new
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or additional issues of securities of any clasthefCorporation, whether now or hereafter authdrize
Section 12. Cash Dividend Election.

(A) Notwithstanding an election by the Corporattorpay a dividend in whole or in part in Commond&icholders of Convertible Preferred
Stock may elect to receive the dividend in casthénfollowing manner. If the Corporation declaredivadend payable in whole or in part in
Common Stock, it shall provide written notice thadr the holders of record entitled to the divideBuch notice shall be accompanied by a
form which must be completed, executed and retuto¢ie Corporation by any holder of record elegtim receive the dividend in cash. If
and to the extent that it has funds legally avéélaberefor, the Corporation shall pay the dividémdash to any holder of record whose
election form is received by the Corporation by ¢hese of business on the 15th business day afteddte of the Corporation's notice. If and
to the extent that the Corporation does not hamdduegally available for the payment of the caisiddnds, the dividend shall be payable in
Common Stock even to those holders of record wect ¢b receive cash.

(B) In addition to the foregoing provisions hereibny semi-annual dividend payable on the CoriblerPreferred Stock is in arrears,
thereafter and until (i) all accumulated and unpghiddends, whether or not declared, on sharesooiv€rtible Preferred Stock outstanding
shall have been paid in full or (ii) all sharesG@fhvertible Preferred Stock with respect to whishdgnds are in arrears shall have been
converted into Common Stock pursuant to Penalty€mion Rights or otherwise, the Corporation shatldeclare or pay dividends on
shares of Convertible Preferred Stock with respeethich no dividends are in arrears until no déarids are in arrears on any shares of
Convertible Preferred Stock.

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

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

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

of the Corporation, to hold office for the remaindéthe full term of the class of Directors in whithe new directorship was created or the
vacancy occurred and until such Director's succestwll have been elected and qualified. No deergathe number of Directors constituting
the Board of Directors shall shorten the term of @mecumbent Director.

(c) Except for the rights of any class or seriestotk entitled to elect Directors separately, Bingctor may be removed from office, without
assigning any cause, but only by the affirmativeevaf the holders of 80 percent of the combinedhgopower of the then outstanding shares
of stock entitled to vote generally in the electafiDirectors, voting together as a single class.
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(d) Notwithstanding anything contained in the Alggof Incorporation or By-laws to the contrarydaubiject to the rights of any class or
series of stock entitled to elect Directors sedyathe affirmative vote of the holders of at k88 percent or more of the combined voting
power of the then outstanding shares of stockledtib vote generally in the election of directarsting together as a single class, shall be
required to alter, amend or repeal this Article Skl or to adopt any provision inconsistent herewit

Eighth. (a) The holders of all the shares outstagdind entitled to vote may, by a majority votethe manner set forth in the By-laws, alter,
amend or repeal the By-laws of the Corporationyigied, however, that the affirmative vote of thédeos of 80 percent or more of the
combined voting power of the then outstanding shafestock entitled to vote generally in the eleetof directors, voting together as a single
class, shall be required to alter, amend or repeations 3.1, 3.4, 3.11 or 8.1 of the By-laws ef @orporation, or to adopt any provision
inconsistent therewith.

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

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

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

(@)(A) In addition to any affirmative vote requirbgl law or the Articles of Incorporation or any ekgion adopted pursuant to Article Fifth of
the Articles of Incorporation, and except as otheevexpressly provided in (b) of this Article NinthBusiness Combination shall not be
consummated without the affirmative vote of thedeot of at least 80 percent of the combined vaiimger of the then outstanding shares of
stock of all classes and series of the Corporaitiiled to vote generally in the election of Dias ("Voting Stock™"), in each case voting
together as a single class (it being understoaddhgurposes of this Article Ninth, each sharehaf Voting Stock shall have the number of
votes granted to it pursuant to Article Fifth oétArticle of Incorporation). Such affirmative vatball be required notwithstanding the fact
no vote may be required, or that a lesser percentey be specified, by law or by the Articles afdrmporation or any resolution or resoluti
adopted pursuant to Article Fifth of the Articlefsliocorporation or in any agreement with any nagiosecurities exchange or otherwise.

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

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

(2) any sale, lease, exchange, mortgage, pleduesfér or other disposition (in one transaction eeries of transactions) to or with any
Interested Shareholder or any Affiliate of any tested Shareholder of all or a Substantial Pathe@fissets of the Corporation or any
Subsidiary; or
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(3) the issuance or transfer by the Corporatioanyr Subsidiary (in one transaction or a seriesasfsactions) of any securities of the
Corporation or any Subsidiary to any Interested&malder or any Affiliate of any Interested Shadelkoin exchange for cash, securities or
other property (or a combination thereof), othantlthe issuance of securities upon the converdioorvertible securities of the Corporation
or any Subsidiary which were not acquired by smtbrested Shareholder (or such Affiliate) from @@ poration or a Subsidiary; or

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

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

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

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

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

(A) Such Business Combination shall have been ajgorby a majority of the Disinterested Directons, 0
(B) Each of the six conditions specified in thddaling clauses (1)
through (6) shall have been met:

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

(i) (if applicable) the highest per share pricecliinling any brokerage commissions, transfer taressaliciting dealers' fees) paid in order to
acquire any shares of Common Stock beneficiallyemhoy the Interested Shareholder which were acdjbiemeficially by such Interested
Shareholder (x) within the two-year period immeeliafprior to the Announcement Date or (y) in trengaction in which it became an
Interested Shareholder, whichever is higher; or

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

(2) the aggregate amount of the cash and the Faikét Value as of the Consummation Date of anyidenation other than cash to be
received per share by holders of shares of any otass or series of Voting Stock shall be at legstal to the highest of the following (it
being intended that the requirements of this clgB3€) shall be required to be met with respeatyery class and series of such outstanding
Voting Stock, whether or not the Interested Shadsrdoeneficially owns any shares of a particulass or series of Voting Stock):
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(i) (if applicable) the highest per share pricecliinling any brokerage commissions, transfer taressaliciting dealers' fees) paid in order to
acquire any shares of such class or series of ¥@&inck beneficially owned by the Interested Shalddr which were acquired beneficially
by such Interested Shareholder (x) within the twaryperiod immediately prior to the Announcementela (y) in the transaction in which it
became an interested Shareholder, whichever ihigh

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

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

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

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

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

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

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

(5) after such Interested Shareholder has beconmenested Shareholder, such Interested Sharatsiidd not have received the benefit,
directly or indirectly (except proportionately astaareholder), of any loans, advances, guarargisyes or other financial assistance or tax
credits or other tax advantages provided by the@mation, whether in anticipation of or in connentiwith such Business Combination or
otherwise; and
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(6) a proxy or information statement describing pheposed Business Combination and complying vighrequirements of the Securities
Exchange Act of 1934 and the rules and regulatibeseunder (or any subsequent provisions replastiey Act, rules or regulations) shall be
mailed to public shareholders of the Corporatioleast 30 days prior to the consummation of sucéirlass Combination (whether or not
such proxy or information statement is requirebéanailed pursuant to such Act or subsequent pomss

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

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

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

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

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

(2) which such person or any of its Affiliates osgciates has

(a) the right to acquire (whether such right isreigable immediately or only after the passagénoé), pursuant to any agreement,
arrangement or understanding or upon the exer€isernwersion rights, exchange rights, warrantsgiioms, or otherwise, or (b) the right to
vote or direct the vote pursuant to any agreenardngement or understanding; or

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

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

(E) "Affiliate" and "Associate" shall have the regpive meanings ascribed to such terms in RuleZl@bthe General Rules and Regulations
under the Securities Exchange Act of 1934, asfacebn May 25, 1984.
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(F) "Subsidiary" means any corporation of which entiran 50 percent of the combined voting powehefthen outstanding shares of stock
entitled to vote generally in the election of dim#s is owned, directly or indirectly, by the Coration or by a Subsidiary or by the
Corporation and one or more Subsidiaries; provitlesyever, that for the purposes of the definitibinterested Shareholder set forth in (c)
(B) of this Article Ninth, the term "Subsidiary" alhmean only a corporation of which a majorityteé combined voting power of the then
outstanding shares of stock entitled to vote gdiyarathe election of directors is owned, directlyindirectly, by the Corporation.

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

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

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

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

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

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

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

a person is an Interested Shareholder, (B) the puwitshares of Voting Stock beneficially ownedamny person, (C) whether a person is an
Affiliate or Associate of another person and (D)ettter the requirements of (b) of this Article Nifitéwve been met with respect to any
Business Combination. The good faith determinatiba majority of the Disinterested Directors ontsuatatters shall be conclusive and
binding for all purposes of this Article Ninth.

(e) Nothing contained in this Article Ninth sha# bonstrued to relieve any Interested Sharehotder &ny fiduciary obligation imposed by
law.
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(f) Notwithstanding anything contained in the Aleis of Incorporation to the contrary, the affirmativote of the holders of at least 80 percent
of the voting power of the Voting Stock, voting &tlger as a single class, shall be required to, @teend, or repeal this Article Ninth or to
adopt any provision inconsistent herewith.
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INTERDIGITAL COMMUNICATIONS CORPORATION
(a Pennsylvania corporation)
BY-LAWS
(as amended through April 23, 1998)
Section 1.1 Registered Office:

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

Section 2.1 Place of Shareholders' Meetings:

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

Section 2.2 Annual Meeting of Shareholders:

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

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

Section 2.3 Special Meetings of Shareholders:

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

to be held not less than five or more than sixtysdafter the receipt of tt



request and to give due notice thereof. If the &acy shall neglect or refuse to fix the date effeeting and give notice thereof, the person
or persons making the request may do so.

Section 2.4 Notice of Shareholders' Meetings:

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

Section 2.5 Waiver of Notice of Shareholders' Meggi

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

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

Section 2.6 Quorum for Shareholders' Meetings:

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

Section 2.7 Conduct of Shareholders' Meetings:



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

Section 2.8 Shareholders Participation by Telephone

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

Section 2.9 Voting by Shareholders:

Except as otherwise provided by law or in the Aetic every shareholder of record shall have th# &t every shareholders' meeting, to one
vote for every share standing in his name on tlek&of the Corporation. Every shareholder entittedote at a meeting of shareholders or to
express consent to corporate action in writing atitta meeting may authorize another person or psrgoact for him by proxy.

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

Section 2.10 Judges of Election:

In advance of any meeting of shareholders, theBofDirectors may appoint Judges of Election, wked not be shareholders, to act at :
meeting or any adjournment thereof. If Judges ettbn be not so appointed, the Chairman of thetimgenay, and on the request of any
shareholder or his proxy shall, make such appointatthe meeting. The number of Judges shall keoothree, and no candidate shall a
a Judge. On request of the Chairman of the meetio§ any shareholder or his proxy, the Judged shake a report in writing of any
challenge or question or matter determined by thathexecute a certificate of any fact found by them
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Section 2.11 Adjournment of Meetings:

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

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

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

The directors, other than any who (i) may be etbbiethe holders of shares of any class or sefis®ok entitled to elect Directors separal
pursuant to the terms of Articles Fifth of the &l#is of Incorporation or any resolution or resauos providing for the issuance of such stock
adopted by the Board of Directors, or (ii) shallfmmninated by the Board of Directors or any appedply empowered committee thereof to
serve for a term of one year (the "One Year Clas$iall be classified, with respect to the duratbthe term for which they severally hold
office into three classes as nearly equal as pes@hach, individually a "Three Year Class", antesively the "Three Year Classes"). Such
Three Year Class which shall be elected at the Ahkleeting of Shareholders held in 1999 for a texpiring at the Annual Meeting of
Shareholders to be held in 2002 shall be desigraté@lass A"; the second Three Year Classes &dnted at the Annual Meeting of
Shareholders in 2000 for a term expiring at the uaitMeeting of Shareholders to be held in 2003 dleatlesignated as "Class B"; and the
third Three Year Class to be elected at the



Annual Meeting of Shareholders held in 1998 foerant expiring at the Annual Meeting of Shareholderse held in 2001 shall be designated
"Class C". The Board of Directors shall increaseegrease the number of Directors in one or magsels as may be appropriate whenever it
increases or decreases the number of Directorsignir$o this Section 3.1, in order to ensure thatthree Three Year Classes shall be as
nearly equal in number of possible. At each Anmdagting of Shareholders, the successors of the dfaBirectors whose term expires at-
meeting shall be elected to hold office for a texpiring at that Annual Meeting of Shareholderghelthe third year following the year of
their election, expect that the successors to thecdrs in the One Year Class shall be electdwbtd office for a term expiring at the Annual
Meeting of Shareholders held in the next succeegiay."

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

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

Section 3.2 Quorum for Directors' Meetings:

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

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

Section 3.3 Directors' Consent in Lieu of Meeting:

Any action which may be taken at a meeting of tbar@ of Directors or of any Committee thereof maytdken without a meeting if a
consent or consents in writing, setting forth the



action so taken, shall be signed by all of the &@oes or the members of the Committee, as the masebe, and shall be filed with the
Secretary of the Corporation. One or more Direchoay participate in a meeting of the Board of Dioes or a Committee thereof by mean
a conference telephone or similar communicationgpaaent by means of which all persons participatimguch meeting can hear each other.

Section 3.4 Vacancies in Board of Directors:

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

Section 3.5 Place of Meeting of Board of Directors:

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

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

(a) Immediately following their election, or at $uttme and place as shall be fixed by vote of tieraholders at the Annual Meeting (and in
either such case no notice of such meeting to ¢hdynelected Directors shall be necessary in detgally to constitute the meeting, provided
a majority of the whole Board shall be present); or



(b) At such time and place as may be fixed by conisewriting of all the Directors.

Section 3.7 Regular Meetings of the Board of Divesx:t

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

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

Section 3.9 Adjournments of Meetings of the Bodr®ioectors:

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

Section 3.10 Powers of Board of Directors:

A. Organizational Meeting: At the first meetingtb€ Board of Directors in each year (at which argaoshall be present) held next after the
Annual Meeting of shareholders, it shall be theyaftthe Board of Directors to elect or appoint tifficers of the Corporation.

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

C. Committees: The Board of Directors, by Resoludopted by a majority thereof, may designatexecitive Committee
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and one or more other committees, each of which sbiasist of at least two Directors and such ofbectors as shall be appointed by the
Board of Directors to serve as alternate membeanpfsuch Committee to replace any absent or difigdamember at any Committee
Meeting. In the event that any member of any sucim@ittee shall be absent from or disqualified @hsMeeting, the member or members
thereof present at any such Meeting and not diffeachfrom voting, whether or not he or they cotgt a quorum, may unanimously appoint
another Director to act at the Meeting in the plaany such absent or disqualified member. AnjhsDommittee shall have and exercise the
authority of the Board of Directors in the managetrad the business and affairs of the Corporatmthée extent provided in the Resolution
creating such Committee.

Section 3.11 Removal of Directors by Shareholders:

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

Section 3.12 The Chairman of the Board - PowersCantés:

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



Section 4.1 Officers:

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

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

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

Section 4.2 The Chief Executive Officer - Powerd Buities:

The Chief Executive Officer shall have responstpifor general supervision and direction of theibess of the Corporation, subject to the
overall supervision of the Board of Directors. Wsd@therwise directed by the Board of Directors,Ghief Executive Officer shall have full
power and authority on behalf of the Corporatioattend and act and vote at any meeting of theebb#ders of any corporation in which the
Corporation may hold stock, and at any such medtinghall possess and may exercise any and &kafghts and powers incident to the
ownership of such stock which the Corporation,wser thereof, might have possessed and exerciggdgént. Further, unless otherwise
directed by the Board of Directors, the Chief ExamuOfficer is authorized to execute in the narhéhe Corporation contracts and other
documents requiring the signature of the Corpomatite shall also do and perform such other dusdsoem time to time may be assigned to
him by the Board of Directors.



Section 4.3 The President - Powers and Duties:

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

Section 4.4 The Vice-President - Powers and Duties:

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

Section 4.5 Treasurer - Powers and Duties:

The Treasurer shall have the custody of all thel$iand securities of the Corporation which may corteehis hands. When necessary or
proper (unless otherwise ordered by the Board céddrs) he shall (a) endorse for collection onalifetf the Corporation, checks, notes and
other obligations, (b) deposit the same to theitoddhe Corporation in such banks or depositaries
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as the Board of Directors may designate and (¢) aligreceipts and vouchers for payments made &¥rporation. He shall, at all
reasonable times, exhibit his books and accourttset®oard of Directors of the Corporation uponridguest of any Director, and he shall
also, if so directed by the Board of Directors, @aidly prepare and submit to the Annual Meetinghef shareholders a full statement of the
assets and liabilities of the Corporation and @friansactions during the preceding year, and &k lstve such other powers and shall perf
such other duties as may be assigned to him fnora to time by the Board of Directors. He shall ggueh bond for the faithful performance
of his duties as may be required by the Board oé®ors.

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

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

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

The Board of Directors shall have power to remawe @fficer from office at any time and shall alsavie the power to fill any vacancies in
any office occurring from whatever reason.
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Such power shall be exercised by a majority vottefDirectors in office at the time of such remawavacancy, although less than a quol
Section 5.1 Share Certificates:

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

Section 5.2 Transfer of Share Certificates:

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

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

Section 5.3 Lost Share Certificate:

The holder of any certificate representing shafesark of the Corporation shall immediately notifye Corporation of any mutilation, loss or
destruction thereof, and the Board of Directors nirayts discretion, cause one or more new cediés for the same number of shares in the
aggregate to be issued to such holder upon thersier of the mutilated certificate, or in the cakss or destruction of the certificate, upon
satisfactory proof of such loss or destruction
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and deposit of indemnity by bond or otherwise iohstorm and amount and with such surety or sureisethe Board of Directors may require
to indemnify the Corporation against loss or lidpiby reason of the issuance of such new certiichut the Board may, in its discretion,
refuse to issue such new certificates save upoaortter of some court having jurisdiction in suchttes.

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

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

of this

Section 7.1 and Section 7.2 hereof, "Proceedifyy'yeason of the fact that he is or was or haseabt@ become a director or officer of the
Corporation, or is or was serving or has agreesktge at the request of the Corporation as a directofficer of another corporation, or if a
director or officer of the Corporation, is or was\sng or has agreed to serve at the request dftiporation as an employee or agent of
another corporation, partnership, joint ventunesttior other enterprise, or by reason of any aclteged to have been taken or omitted in any
such capacity, and may indemnify and hold harntiesise fullest extent permitted under Pennsylvaaia any person who was or is a party
or was or is threatened to be made a party to altoceeding by reason of the fact that he is gravdnas agreed to become an employee or
agent of the Corporation, or, if any employee
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or agent of the Corporation, is or was servingas agreed to serve at the request of the Corporasi@n employee or agent of another
corporation, partnership, joint venture, trust threw enterprise, against expenses, liability asd [@cluding, without limitation, attorneys'
fees and disbursements, punitive and other dampagiegnents, fines, penalties, excise taxes assegfedespect to an employee benefit
plan, amounts paid or to be paid in settlementcsts and expenses of any nature) incurred byhicomnnection with such Proceeding and
any appeal therefrom: provided, that such indercatiibn shall not be made in any case where therdatflure to act giving rise to the claim
for indemnification is determined by a court inigaf, binding adjudication to have constituted fumillmisconduct or recklessness.

(b) The Corporation may indemnify and hold harmlesthe fullest extent permitted under Pennsylvdaia any person who was or is a p:
or was or is threatened to be made a party to amgeding, by reason of any of his actions in a-official capacity while serving as a
director, officer, employee or agent of the Corpiorg against expenses, liability and loss inclgdiwithout limitation, attorneys's fees and
disbursements, punitive and other damages, judgsiiares, penalties, excise taxes assessed vgifleceto an employee benefit plan,
amounts paid or to be paid in settlement and @risexpenses of any nature incurred by him in cctiorewith such Proceeding and any
appeal therefrom: provided, that such indemnifaraghall not be made in any case where the aciilord to act giving rise to the claim for
indemnification is determined by a court in a fifgihding adjudication to have constituted willfalsconduct or recklessness.

(c) The termination of any Proceeding by judgmender, settlement, conviction, or upon a plea dftgor nolo contendere, or its equivalent,
shall not, of itself, create a presumption thatghesons's conduct constituted willful misconductezklessness.

(d) Expenses incurred by a director or officer éfeshding a Proceeding shall be paid by the Corjmorat
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in advance of the final disposition of the Procegdprovided that, if Pennsylvania Law requires, playment of such expenses shall be made
only upon receipt of an undertaking by or on bebéthe director or officer to repay such amourit ghall ultimately be determined that he is
not entitled to be indemnified by the Corporatismaandated in this

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

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

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

(g) The Corporation may create a fund of any natwtéch may, but need not be, under the contral wtistee, or otherwise may secure or
insure in any manner its indemnification obligaipwhether arising under or pursuant to this Sectid or otherwise.
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(h) The Corporation may purchase and maintain arsee to insure its indemnification obligations @half of any person who is or was or
has agreed to become a director, officer, employesent of the Corporation, or is or was servintpa request of the Corporation as a
director, officer, employee or agent of anothepeooation, partnership, joint venture, trust or otheterprise, against any expense, liability or
loss asserted against him and incurred by him drigbehalf in any such capacity, or arising ouhisfstatus as such, whether or not the
Corporation would have the power to indemnify higaiast such liability under the provisions of tBisction 7.1 or under any provision of
Pennsylvania Law other than the DLA.

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

(j) If Section 7.1 or any portion thereof shallibgalidated on any ground by any court of compeperigdiction, then the Corporation shall
nevertheless indemnify each director or officed aray indemnify each employee or agent of the Qartjum, as to expenses, liability and
loss (including, without limitation, attorneys' feand disbursements, punitive and other damag#gents, fines, penalties, excise taxes
assessed with respect to an employee benefit mhaoynts paid or to be paid in settlement and @uisexpenses of any nature) incurred by
him in connection with any Proceeding, includinga&tion by or in the right of the Corporation, be tfullest extent permitted by any
applicable portion of this Section 7.1 that shall have been invalidated and to the fullest expentitted by applicable law.

Section 7.2 Limitation on Directors' Personal Llypi
(a) To the fullest extent permitted under the D4t existed on the date this Section 7.2 wastadop
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or, except as provided in subsection 7.2(e), ak lEwe may thereafter be amended, a director ofGoigoration shall not be personally liable
for monetary damages as a result of any actionituré to act unless both: (1) the director hastined or failed to perform the duties of his
office under Section 8363 of the DLA: and (2) tmedzh or failure to perform constitutes self-degliwillful misconduct or recklessness.

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

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

(d) Notwithstanding the date of adoption of thit®® 7.2, the provisions of Section 7.2 shall ggplany action filed or breaches of
performance of duty or any failure of performan€ewaty by any director on or after January 27, 1987

(e) No amendment to or repeal of this Section 7@ relevant provisions of the DLA shall redulce timitation on directors' personal
liability for or with respect to any events, actsomissions of such director occurring prior tolsamendment or repeal, including, without
limitation, the limitation on personal liability ¥i respect to any Proceedings commenced afterrepelal or modification based in whole or
in part upon any such event, act or omission.

Section 8.1 Amendments to By-Laws:
The holders of all the shares outstanding andledtib vote may, by a majority vote, make, altengad or repeal any
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provision of these By-Laws at any Annual or SpeMakting duly convened after notice to the shamérobf the meeting to be held for such
purpose, provided, however, that the affirmativeevaf the holders of at least 80 percent of thelwioed voting power of all the then
outstanding shares of stock entitled to vote gdiyarathe election of directors, voting togetherasingle class shall be required to alter,
amend or repeal Sections 3.1, 3.4, 3.11 or this

Section 8.1, or to adopt any provision inconsistbatewith.

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

Section 9.1 Control-Share Acquisitions:

Subchapter G - "Control-Share Acquisitions" of Cleaj25 of Title 15 of the Pennsylvania ConsolidaBtatutes, as existing on July 18, 1990
or as may thereafter be amended, shall not becaiyhdi to the Corporation.

Section 10.1 Disgorgement by Certain Controllingui@holders:

Subchapter H - "Disgorgement by Certain ControlBitareholders Following Attempts to Acquire Conitafl Chapter 25 of Title 15 of the
Pennsylvania Consolidated Statutes, as existingutn18, 1990 or as may thereafter be amended,rebtabe applicable to the Corporation.
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ARTICLE 5

EXHIBIT 27 INTERDIGITAL COMMUNICATIONS CORPORATIONAND SUBSIDIARIES Financial Data Schedule (Unaudy

MULTIPLIER: 1,000

PERIOD TYPE 6 MOS
FISCAL YEAR END DEC 31 199
PERIOD END JUN 30 199
CASH 3,73¢
SECURITIES 47,80¢
RECEIVABLES 2,95¢
ALLOWANCES 93¢
INVENTORY 12,09
CURRENT ASSET¢ 73,13]
PP&E 23,52¢
DEPRECIATION 13,22%
TOTAL ASSETS 94,98¢
CURRENT LIABILITIES 25,76!
BONDS 0
PREFERRED MANDATORY 0
PREFERREL 0
COMMON 484
OTHER SE 63,98!
TOTAL LIABILITY AND EQUITY 94,98¢
SALES 3,762
TOTAL REVENUES 56,51¢
CGS 7,63¢
TOTAL COSTS 7,63¢
OTHER EXPENSE! 7,70
LOSS PROVISION 42
INTEREST EXPENSE 19¢
INCOME PRETAX 30,31(
INCOME TAX 4,90¢
INCOME CONTINUING 25,40«
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME 25,40¢
EPS PRIMARY .52
EPS DILUTED .52
End of Filing
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