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PART I - FINANCIAL INFORMATION

Item I. FINANCIAL STATEMENTS

INTERDIGITAL COMMUNICATIONS CORPORATION AND SUBSIDI
CONSOLIDATED BALANCE SHEETS
(in thousands, except per share data)

JUNE 30,
ASSETS 2001
CURRENT ASSETS:
Cash and cash equivalents $ 14,814
Short term investments 77,573
Accounts receivable, net of allowances of $13 a nd $473 15,862
Other current assets 6,304
Total current assets 114,553
PROPERTY, PLANT AND EQUIPMENT, NET 14,298
PATENTS, NET 10,546
OTHER 10,634
35,478
TOTAL ASSETS $ 150,031
LIABILITIES AND SHAREHOLDERS' EQUITY
CURRENT LIABILITIES:
Current portion of long term debt $ 206
Accounts payable 3,234
Accrued compensation and related expenses 3,425
Deferred revenue 7,966
Foreign and domestic taxes payable 927
Other accrued expenses 1,818
Total current liabilities 17,576
LONG TERM DEBT 2,158
LONG TERM DEFERRED REVENUE 58,249
TOTAL LIABILITIES 77,983
COMMITMENTS AND CONTINGENCIES (NOTE 3)
SHAREHOLDERS' EQUITY:
Preferred Stock, $.10 par value, 14,399 shares a uthorized- $2.50 Convertible
Preferred, 55 shares issued and
outstanding, liquidation value of $1,375 5
Common Stock, $.01 par value, 100,000 shares aut horized,
54,085 shares and 53,780 shares issued and
outstanding 541
Additional paid-in capital 270,092
Accumulated deficit (186,513)
Unearned compensation (4,004)

Treasury stock, 1,500 shares held at cost

Total shareholders' equity

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY

The accompanying notes are an integral part okteegements.

ARIES

DECEMBER 31,
2000

$ 12,343
76,644
16,928
6,890

538
267,936
(181,899)
(4,597)




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

(unaudited)
FOR THE THREE MONTHS FOR THE SIX MONTHS
ENDED JUNE 30, ENDED JUNE 30,
2001 2000 2001 2000
REVENUES:
Product revenues $ - $1,076 $ - $5634
Licensing and alliance 14,953 11,912 29,640 22,555
14,953 12,988 29,640 28,189
COST OF PRODUCT AND OPERATING EXPENSES:
Cost of product - 1,374 - 5,200
Sales and marketing 1,099 727 2,290 2,248
General and administrative 3,853 3,206 7,454 5,874
Patents administration and licensing 1,942 1,812 3,666 1,468
Development 10,994 6,444 21,870 11,888
17,888 13,563 35,280 26,678
Income (loss) from operations (2,935) (575) (5,640) 1,511
INTEREST INCOME (EXPENSE):
Interest income 1,306 1,376 2,855 3,027
Interest and financing expenses (75) (67) (131) (135)
Income (loss) before income taxes (1,704) 734 (2,916) 4,403
INCOME TAX PROVISION (721) (665) (1,630) (1,398)
Net income (loss) before cumulative effect of ¢ hange in
accounting principle (2,425) 69 (4,546) 3,005
CUMULATIVE EFFECT OF CHANGE IN ACCOUNTING PRINCIPLE, NET OF TAX - - - (53,875)
Net income (loss) (2,425) 69 (4,546)  (50,870)
PREFERRED STOCK DIVIDENDS (34) (35) (68) (69)
NET INCOME (LOSS) APPLICABLE TO COMMON SHAREHOLDERS $(2,459) $ 34 $(4,614) $(50,939)
NET INCOME (LOSS) PER COMMON SHARE
BEFORE CUMULATIVE EFFECT OF CHANGE IN
ACCOUNTING PRINCIPLE - BASIC $ (0.05) $ 0.00 $ (0.09) $ 0.06
NET INCOME (LOSS) PER COMMON SHARE - BASIC $(0.05) $ 0.00 $ (0.09) $ (0.99)
WEIGHTED AVERAGE NUMBER OF COMMON
SHARES OUTSTANDING - BASIC 53,230 51,654 53,179 51,472
NET INCOME PER COMMON SHARE
BEFORE CUMULATIVE EFFECT OF CHANGE IN
ACCOUNTING PRINCIPLE - DILUTED $ (0.05) $ 0.00 $(0.09) $ 0.05
NET INCOME (LOSS) PER COMMON SHARE - DILUTED $(0.05) $ 0.00 $(0.09) $ (0.99)
WEIGHTED AVERAGE NUMBER OF COMMON
SHARES OUTSTANDING - DILUTED 53,230 55,870 53,179 56,391

The accompanying notes are an integral part okteegements.



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

FORT HE SIX MONTHS
EN DED JUNE 30,
2001 2000

CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss before preferred stock dividends $ (4,546) $(50,870)
Adjustments to reconcile net income to net
cash provided by operating activities-

Depreciation and amortization 3,072 2,123
Deferred revenue increase (decrease) 14,041 (5,990)
Cumulative effect of change in accounting principle, net of tax - 53,875
Amortization of unearned compensation 1,524 861
Deferred charges (increase) decrease (3,134) 803
Other (84) 137
Decrease (increase) in assets-
Receivables 1,066 (2,768)
Inventories - 3,092
Other current assets 586 6,747
Increase (decrease) in liabilities-
Accounts payable (1,248) (498)
Accrued compensation (317) (1,139)
Other accrued expenses (2,012) (2,489)
Net cash provided by operating activities 8,948 3,884
CASH FLOWS FROM INVESTING ACTIVITIES:
Sale (purchase) of short-term investments, net (929) (595)
Purchases of property and equipment (5,230) (3,002)
Patent costs (1,282) (762)
Net cash used in investing activities (7,441) (4,359)
CASH FLOWS FROM FINANCING ACTIVITIES:
Net proceeds from exercise of stock options and warrants
and employee stock purchase plan 1,228 11,329
Payments on long-term debt, including capital | ease obligations (196) (232)
Cash dividends on preferred stock (68) (69)
Net cash provided by financing activities 964 11,028
NET INCREASE IN CASH AND CASH EQUIVALENTS 2,471 10,553
CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOD 12,343 14,592
CASH AND CASH EQUIVALENTS, END OF PERIOD $ 14,814 $ 25,145
SUPPLEMENTAL CASH FLOW INFORMATION:
Interest paid $ 103 $ 131
Income taxes paid, including foreign withholdin g taxes $ 3,209 $ 456

The accompanying notes are an integral part okteegements.



INTERDIGITAL COMMUNICATIONS CORPORATION AND SUBSIDI  ARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2001
(UNAUDITED)

1. BASIS OF PRESENTATION:

In the opinion of management, the accompanying ditea consolidated financial statements contaidjlistments necessary to present
fairly the financial position of InterDigital Commications Corporation (collectively with its subisides referred to as InterDigital, the
Company, we, us and our) as of June 30, 2001,rencksults of operations for the three and six mpetiods ended June 30, 2001 and 2000,
and cash flows for the six months ended June 3 26d 2000. We recorded a cumulative effect ohghan accounting principle of $53.9
million as of January 1, 2000 to record revenuadoordance with Staff Accounting Bulletin (SAB) Nd@1. The results of operations for the
three and six months ended June 30, 2001 and 2800 accordance with SAB No. 101. For the six rheregnded June 30, 2001 and 2000,
the Company recognized revenues of $5.4 million&Hh0 million, respectively, related to amountd thare deferred as a result of the
cumulative effect of change in accounting princiglee accompanying unaudited consolidated finarsté&iements have been prepared in
accordance with the instructions for Form 10-Q aocbrdingly do not include all of the detailed shiles, information and notes necessary
for a fair presentation of financial condition, uéts of operations and cash flows in conformityhwgenerally accepted accounting principles.
Therefore, these financial statements should b&ireeonjunction with the financial statements ates thereto contained in the Company's
latest Annual Report on Form 10-K filed with thec8gties and Exchange Commission (SEC). The resftilbgperations for interim periods
are not necessarily indicative of the results texmected for the entire year.

Certain reclassifications were made to the balaheet and statement of cash flows to conform t@tineent presentation.

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

2. REVENUES:

Substantially all of the Company's revenue is detifrom customers based outside of the United Stptémarily Japan and Europe). These
revenues are paid in U.S. dollars and are not sutgjeany substantial foreign exchange transactgks. In the first half of 2001, all of
InterDigital's revenues were derived from licensamgl strategic partner activities.

In the three months ended June 30, 2001, revermsssted of $7.0 million from royalties and $8.0lmn related to development activities
for Nokia Corporation (Nokia). During the same périn 2000, total revenues consisted of $7.2 mmilfimm royalties, $4.7 million from
development work, and $1.1 million of sales of diginued products.

In the six months ended June 30, 2001, revenuessted of $14.9 million from royalties and $14.7lion related to development activities
for Nokia. During the same period of 2000, totalarues consisted of $14.5 million of recurring dtiga, $8.1 million from development
work and $5.6 million from sales of discontinueddhucts.



3. LEGAL PROCEEDINGS:

InterDigital and InterDigital Technology Corporati¢l TC), a wholly-owned subsidiary, are partieatoertain patent-related litigation with
Ericsson Inc. ("Ericsson") in which ITC is assegtipatent infringement. ITC generally is seekingingtive relief and monetary damages.
Ericsson generally seeks declarations that ITGap& are invalid and/or that its products do néirige ITC's patents as well as monetary
damages. ITC is also involved in administrativegeedings in which various parties have challenpedsalidity of ITC's patents.

In March 2001, ITC filed a Complaint against liceasNEC Corporation with the American Arbitrationsasiation. The Complaint alleges
that the licensee has substantially under-repaabdes of TDMA-based products for which the licenisezbligated to pay ITC royalties
pursuant to the TDMA patent license agreement edtato by the parties. ITC is seeking paymenhefunder-reported royalties.

The Company is party to other legal proceedingsiwhianagement currently believes will not have &en effect on the Company's resi
of operations or financial condition.

4. INCOME PER SHARE:

The following table sets forth a reconciliationtbé shares used in the basic and diluted net in§tweg) per share computations:

(In thousands, except per share data )
Three Mont hs Ended June 30, 2001 Three Mon ths Ended June 30, 2000
Income (loss) Shares Per-Share  Income (loss) Shares Per-Share
(Numerator) (Den ominator) Amount (Numerator) (Denominator) Amount
Income per Share-Basic:
Income (loss) available to
common stockholders $(2,459) 53,230 $(0.05) $34 51,654 $0.00
Effect of dilutive options and
warrants - - - - 4,216
Income per Share-Diluted:
Income (loss) available to
common stockholders +
dilutive effects of options
and warrants $(2,459) 53,230 $(0.05) $34 55,870 $0.00




Six Month

Income (loss)
(Numerator) (Den

Income per Share-Basic:
Income (loss) available to
common stockholders before
cumulative effect of change
in accounting principle $(4,614)

Effect of dilutive options and
warrants -

Income per Share-Diluted:
Income (loss) available to
common stockholders +
dilutive effects of options
and warrants $(4,614)

(In thousands, except per share data

s Ended June 30, 2001 Six Month
Shares Per-Share  Income (loss)
ominator) Amount (Numerator)
53,179 $(0.09) $2,936

53,179 $(0.09) $2,936

)
s Ended June 30, 2000

Shares Per-Share
(Denominator) Amount
51,472 $0.06
4,919 <0.01>
56,391 $0.05

Options and warrants to purchase shares of cominok were outstanding during the three and six moenhded June 30, 2001 but were
excluded from the computation of diluted earningsghare due to the net losses for the periodsn®tie three and six months ended June
30, 2000, there were 1.2 million and 0.8 milliortiops to purchase common stock outstanding, resdgctthat were excluded from the
computation of diluted earnings per share becawsewere antidilutive.
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Item 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS
OVERVIEW

The following discussion should be read in conjiorctvith the Consolidated Financial Statementsrzotés thereto contained elsewhere in
this document, in addition to the Company's AnrRebort on Form 10-K for the fiscal year ended Ddwen31, 2000 filed with the SEC.

We develop advanced wireless technologies and ptsdiiat drive voice and data communications. Qurent technology development
programs are focused on creating hardware and adtproducts for the wideband CDMA air-interfacetpcols of the 3G standard. We are
currently developing wideband CDMA FDD and wideb&@MA TDD technology platforms. The large majoriiy GSM service providers,
along with TDMA and some 1S-95 service providemyérselected wideband CDMA as their 3G air-intexfaiotocol. Our business plan
involves addressing this market through a numbelifedrent market channels, including by licensmg technology to equipment
manufacturers, developing and selling (either alomghrough partnerships) integrated circuits (I@s)l other components and subsystems,
providing strategic engineering services, and koag manufacturers under our patent portfolio.

Consistent with this plan, in 1999, we entered m&irategic technology development arrangemeiht Mdtkia covering the development of
high data rate wideband CDMA technology for thiehgration (3G) wireless communication productsoAis March 2001, we entered int
long-term cooperative relationship with Infineoncheologies AG involving the development of FDD (kay/3) software for use in
Infineon's terminal unit 3G system-on-chip ICs &mdjoint marketing as a stand-alone product. UrtHeragreement, Infineon has also
committed to cooperate with us to design customG&Siased on an Infineon platform for both infrastiuee and selected terminal units
applications where Infineon would serve as the éioyn

As part of the Company's strategic planning prqogsssystematically monitor and review developmdim$ may define market opportuniti
for our technology and intellectual property. latthegard, we are carefully assessing Siemensitrac@ouncement that it intends to place
increased emphasis on developing a low chip ratesSTDMA (Time Division-Synchronous Code Division Miple Access) solution for the
market in China and possibly Europe. The Third Gatien Partnership Project (3GPP) standard inceesrtwo forms of TDD technology--
high chip rate TDD (generally referred to as widebaDD), which has been our principal area of patdacus, and low chip rate TDD
(generally referred to as narrowband TDD). TD-SCDMA low chip rate TDD being sponsored by Chinaréns has been one of the
principal advocates of TDD as a mass market 3Gntaolgy solution and a key contributor in the 3GHPDIstandards working groups, along
with us. Regardless of the form, or forms, of TEBHnology that are deployed in the market, we beltbat our technology, know-how and
intellectual property position us to benefit frone tgrowth of the 3G market.

(See "Statement Pursuant to the Securities LitgaReform Act of 1995" below.)
FINANCIAL POSITION, LIQUIDITY AND CAPITAL REQUIREME  NTS

We generated positive cash flow from operatingvé@s of $8.9 million in the first six months 0021 compared to $3.9 million in the same
period of 2000. The increased level of operatirghdéow in the first six months of 2001 resultedrfr a net cash receipt of just over $17
million of advance royalties related to our licengsagreement with Matsushita Communications IndéalgBo., Ltd. This receipt was offset in
part by reduced cash earnings (net loss adjustatbfo-cash revenue or expenses) generated duergettiod. Operating cash flow in the first
six months of 2000 was affected positively by cremi operating working capital related to inveptsales and cash receipts associated with
completed performance bonds and insurance recaverie



Net cash used in investing activities increasefirtd million in the first half of 2001 from $4.4 Hion in the comparable period of 2000. T
increase was due to a higher level of investmengsaperty and equipment as well as patents in 288fciated with accelerated developr
activity on 3G related programs.

During the first six months of 2001, net cash pded by financing activities was $1.0 million as qared to $11.0 million in the first six
months of 2000. The decrease resulted from lowepmeeeds from exercise of options and warrandseamployee stock purchase plan ($1.2
million in the first half 2001 versus $11.3 milliam the first half of last year).

As of June 30, 2001, we had $92.4 million of casish equivalents and shéetm investments, compared to $89.0 million as e€é@&nber 31
2000. Our working capital excluding cash, cashesents, short-term investments and current magaraf debt increased to $4.8 million at
June 30, 2001 from a negative $1.3 million at Demen31, 2000. The increase mainly resulted froedaction of $4.1 million in the amount
of current deferred revenue reflected on the J@@01 balance sheet and reflecting revised essrad such amounts.

We are capable of supporting our operating requerémfor the foreseeable future through cash aod-sérm investments on hand as well as
other internally generated funds. Should the neise & fund new development activities, extermalgh activities or other matters, we may
seek financing through bank facilities or the s#Hldebt or equity securities.

Property and equipment are currently being utilimedur on-going business activities, and we belithat no write-downs are required at this
time due to lack of use or technological obsoleseeWith respect to patent assets, we believehieatalue of our patents is at least equal to
the value included in the June 30, 2001 balancetshe

RESULTS OF OPERATIONS
Second Quarter of 2001 Compared to the Second Quart of 2000
Revenues

Revenues in second quarter of 2001 totaled $13l®micompared to $13.0 million ($11.9 million dxding $1.1 million of discontinued
product sales) in last year's second quarter. Skegoarter 2001 recurring royalty revenue decrealghtly to $7.0 million from $7.2 million
in the same period last year. Specialized engingesgrvices revenue increased 70% to $8.1 milliom{$4.7 million in the comparable
period of 2000, reflecting higher activity levels technology development work being performed fokis.

Cost of Product

There was no cost of product in the second quaft2001 due to the fact that the Company exitedntineless local loop product business in
2000 and does not currently sell any other prod@ust of product in the second quarter of 2000 $4ad million.

Operating Expenses

Sales and marketing expenses of $1.1 million irsteond quarter of 2001 increased 51% from $0.lfomiin last year's second quarter. The
increase in the second quarter of 2001 was dudditi@nal headcount in key positions filled sinastlyear.

General and administrative expenses for the seqoader of 2001 increased 20% to $3.9 million fi$812 million in the second quarter of
2000. The increase was due largely to increasediress necessary to support development prograansign and higher non-cash expenses
related to stock-based compensation.

Patents administration and licensing expensesaserktto $1.9 million in the second quarter of 206t $1.8 million in the comparable
period of 2000. The increase was due to expandipatent licensing activities.
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Development expenses in the second quarter of 2@0dased 71% to $11.0 million from $6.4 milliontire second quarter of 2000. This
increase over last year's second quarter was duaurily to increased staff and activity levels deato development of advanced 3G
wireless applications.

Other Income and Expense

Interest income of $1.3 million was similar to lgstar's second quarter levels while interest amahiing expenses increased slightly over the
same period last year.

Six Months Ended June 30, 2001 Compared to Six Mom$ Ended June 30, 2000
Revenues

Revenues for the six months ended June 30, 200dased to $29.6 million from $28.2 million for thix months ended June 30, 2000
primarily due to increased revenue from engineesinyices. For the first half of 2001, recurringatty revenue was $14.9 million, and
specialized engineering service revenue was $14lidmyprimarily related to technology developmembrk being performed for Nokia.
Licensing and strategic partner revenues for thenginths ended June 30, 2000 included $8.1 mifiom engineering development services,
$14.5 million in recurring royalties and $5.6 nali in revenue from the final sales of UltraPhongfR)duct.

Cost of Product

There was no cost of product in the first half 602 due to the fact that the Company exited theless local loop product business in 2000
and does not currently sell any other productst 6bgroduct for the six months ended June 30, 2086 $5.2 million.

Operating Expenses

Sales and Marketing expenses increased to $2.@mduring the six months ended June 30, 2001 coedda $2.2 million during the six
months ended June 30, 2000. The increase is phjnaaré to increased personnel partially offset bgréases in outside service fees.

General and administrative expenses for the sixthsoended June 30, 2001 increased 27% to $7.®mflom $5.9 million for the six
months ended June 30, 2000. The increase is phnaa to higher personnel costs related to in@@asanagement infrastructure and
resources needed for expansion. These increasegarially offset by decreased outside professiservice fees.

Patents administration and licensing activitiesegrge increased 150% in the six months ended JyrgH80 to $3.7 million compared to $:
million in the first half of 2000. The increase wadige in large part to the recognition in last ye#irst half of an insurance recovery related to
the cost of ongoing patent litigation with Ericsdan. (Ericsson). We have defined the method, tin@nd limitations of reimbursements for
covered litigation expenses with our insurer sunett expected reimbursements are now recognizdteiradme period as the related expenses.

Development expenses increased 84% for the siximartded June 30, 2001 to $21.9 million from $Milon for the six months ended
June 30, 2000. The increase over the prior yeanghes due primarily to increased staff and acyivivels devoted to development of
advanced 3G wireless applications.
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Other Income and Expense

Interest income for the six months ended June @01 2vas $2.9 million as compared to $3.0 milliontfee same period in 2000 as a result of
lower interest rates as compared to 2000. Intesgetnse for the six-month period ended June 30, 2@ similar to costs incurred in the
same period in 2000.

Expected Trends

In the current atmosphere of market uncertaintyiwithe wireless industry, we, like many of ourtoansers, have tempered our expectations
for growth in near-term core revenues. The reduagzlof growth in second generation (2G) produletsshy the major wireless equipment
manufacturers had a dampening impact on the ld\&Gatent licensing royalties we reported infibgt half of 2001. We expect this to h:
some dampening impact on second half 2001 royasesell. The current environment also has affediscussions with new potential
licensees, particularly those manufacturers whaaperiencing financial difficulties. Despite thwost-term challenges, we remain cautiously
optimistic that we will be able to grow our 2G a3@ licensee base during the remainder of the Yarexpect that second half 2001
specialized engineering services revenues willfike lower than those reported in the first halfase work with Nokia to refine the pace and
scope of work performed during the period in reggoto ever changing market dynamics.

We plan to continue our investment in technologyeligoment on a steady basis during the secondh#ife year, managing our expenses
and staffing levels so as to maintain our excelliewaincial health. We now believe that operatinguits for the third and fourth quarter,
respectively, absent origne revenue from past infringement or other liGegsources, will most likely reflect losses exdegdhose reporte
in the second quarter, given our continued commitrteaggressive positioning for the 3G market.

(See "Statement Pursuant to the Securities LibgaReform Act of 1995" below.)
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STATEMENT PURSUANT TO THE PRIVATE SECURITIES LITIGA TION REFORM ACT OF 1995

The foregoing Management's Discussion and Anabya@igains forward-looking statements reflecting, amother things, our ability to
benefit from the growth of the 3G market, our extp8ons for second-half 2001 royalties, our abitdygrow our 2G and 3G licensee base
during the remainder of 2001, and our expectatimmdduced revenues from specialized engineeringcgs. Words such as "believe”,
"expect", "will be able to", and "will likely beVariations of such words, and words with similarami@g or connotations are intended to

identify such forward-looking statements.

Such forward-looking statements are subject tcsraskd uncertainties. We caution the readers thadritant factors in some cases have
affected and, in the future, could materially affectual results and cause actual results to diffsterially from the results expressed in any
such forward looking statement due to a varietfaofors including, but not limited to the followirigctors. Our ability to benefit from the
growth of the 3G market may be affected by chamgéschnology preferences of strategic partnersipegent manufacturers or consumers,
our inability to capture low chip rate TDD markeiportunities, lack of multi-vendor support for arslardized technology (including high
chip rate TDD), changes to the 3G standard in anerathat adversely affects the applicability of patents to the standard, limited or no
deployment of high chip-rate TDD technology or TEd2hnology in general, the development of substiteithnologies, competition from
other technologies or from other companies develpfiie same technology as we are, failure of thena@et to materialize at all or at the
rate or pace that we expect, or termination ofsttategic partnerships. Our expectations for sedmtid2001 royalties may be affected by
unanticipated changes in the rate of near termr@2@uet sales by InterDigital licensees, adversesligaments in the Ericsson patent litigat
failure of licensees to meet expectations and cdamaerits, and the timing and accuracy of reportsgaidance provided by licensees. Our
ability to grow our 2G and 3G licensee base dutiregremainder of 2001 may be affected by chang#d®et8G standard or to the 3G market
in a manner that adversely affects the applicgbilfitour patents to the standard, and adverse dgwglnts in the Ericsson patent litigation.
Our expectation for reduced revenues as well asdotinued revenues from specialized engineeringics may be affected by our inability
to successfully refine the pace, scope or direaticthe current development project or predictléhel of ongoing development work for
Nokia, and Nokia's right to terminate the develophproject for any reason. In addition, factorsafing one forwar-looking statement may
affect other forward-looking statements and otletdrs may exist that are not listed above ordnamnot fully known to us at this time. We
undertake no obligation to publicly update any farg+looking statements, whether as a result of infwvmation, future events or otherwise.

Item 3. QUANTITATIVE AND QUALITATIVE DISCLOSURE ABO UT MARKET RISK

There have been no material changes in quantitatidequalitative market risk from the disclosurelued in our Annual Report on Form 10-
K for the year ended December 31, 2000 (Form 10-K).
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PART Il - OTHER INFORMATION

Item 1. LEGAL PROCEEDINGS

As reported in our Form 10-K, InterDigital is a fyato a lawsuit involving Ericsson. During the sedaquarter of 2001, the Judge issued an
order requiring the parties to mediate the caselitixhally, the court routinely has placed mattensler seal, which precludes the Company
from making certain other non-material updatedeihformation concerning this lawsuit containeaim Form 10-K.

The Company is a party to additional legal procegsli as reported in our Form 10-K, for which theme no material updates.
Item 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

At our Annual Meeting of the Shareholders held onel4, 2001, our shareholders elected Mr. Robdrb&th and Mr. Joseph S. Colson, Jr.
as directors of the Company and ratified the apgpwémt of Arthur Andersen LLP as the Company's imthelent public accountants for the
year ending December 31, 2001. Our shareholdecteeld/r. Roath as a director by a vote of 49,860 S%ares in favor, and 288,352 shz
withheld. Our shareholders elected Mr. Colson dsextor by a vote of 49,860,304 shares in favar 288,385 shares withheld. Messrs.
Harry G. Campagna, Steven T. Clontz, D. Ridgelygigoio and Howard E. Goldberg also continued toesthreir terms as directors. The vote
ratifying the appointment of Arthur Andersen LLPs0,549,224 shares in favor, 496,590 shares withdrel 102,875 shares abstaining.
There were no broker non-votes with respect toraatters voted on at this Meeting.
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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 9, 2001 /sl Howard E. Gol dberg

Howard E. Gol dberg
Presi dent and Chief Executive Oficer

Date: August 9, 2001
Ri chard J. Fagan
Executive Vice President and Chi ef Financi al
O ficer
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