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PART I - FINANCIAL INFORMATION

Item 1. FINANCIAL STATEMENTS

INTERDIGITAL COMMUNICATIONS CORPORATION AND SUBSIDI

CONSOLIDATED BALANCE SHEETS

ASSETS

CURRENT ASSETS:

(in thousands)

Cash and cash equivalents, including restricted

cash of $204 and $209 respectively
Short term investments

Accounts receivable, net of allowance for
uncollectable accounts of $558 and $546
Inventories

Other current assets

Total current assets

Property, plant and equipment, net of accumulated
depreciation of $8,383 and $9,865, respectively

Patents, net of accumulated amortization of
$4,152 and $4,513 respectively

Long term deposits

Other

LIABILITIES AND SHAREHOLDERS' EQUITY
CURRENT LIABILITIES:
Current portion of long term debt
Accounts payable
Accrued compensation and related expenses
Deferred revenue
Other accrued expenses

Total current liabilities
LONG TERM DEBT

OTHER LONG TERM LIABILITIES

COMMITMENTS AND CONTINGENCIES (Note 3)

SHAREHOLDERS' EQUITY:

Preferred Stock, $ .10 par value, 14,399 shares

authorized $2.50 Convertible
Preferred, 103 shares and 102 shares
issued and outstanding

Common Stock, $.01 par value, 75,000 shares
authorized, 48,109 shares and 48,167 shares
issued and outstanding
Additional paid-in capital
Accumulated deficit

Total shareholders' equity

The accompanying notes are an integral part oktetements.

ARIES
DECEMBER 31, JUNE 30,
1996 1997
(UNAUDITED)
$ 11,954 $ 15,320
43,063 17,317
13,921 8,730
13,863 7,999
3,913 11,763
86,714 61,129
10,517 10,662
9,753 9,520
3,822 4,035
1,830 1,834
25,922 26,051
$112,636 $ 87,180
$ 790 $ 807
15,127 5,775
3,551 4,498
4,790 3,105
5,380 6,107
29,638 20,292
4,221 3,929
6,270 4,657
10 10
481 481
234,245 234,496
(162,229)  (176,685)
72,507 58,302
$112,636  $87,180




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

(unaudited)

FOR TH
END
1996
REVENUES:
UltraPhone product revenues $ 5,00
Licensing and alliance 9,10
14,11
OPERATING EXPENSES:
Cost of UltraPhone revenues 5,02
Sales and marketing 1,14
General and administrative 2,28
Product development 4,83
13,28
Income (loss) from operations 83

OTHER INCOME (EXPENSE):
Interest income 95
Interest and financing expenses (4

Income (loss) before income taxes and

minority interest 1,74
INCOME TAX PROVISION (99
Income (loss) before minorﬁ)-/_;;terest 74
MINORITY INTEREST (
Netincome (loss) 74
PREFERRED STOCK DIVIDENDS 6

NET INCOME (LOSS) APPLICABLE TO COMMON
SHAREHOLDERS $ 67

NET INCOME (LOSS) PER COMMON SHARE $ 0.0

WEIGHTED AVERAGE NUMBER OF COMMON
SHARES OUTSTANDING 48,57

The accompanying notes are an integral part okteegements.

E THREE MONTHS FOR THE SIX MONTHS

ED JUNE 30, ENDED JUNE 30,
1997 1996 1997

7 $16,442 $6,834 $40,218

7 1,768 24707 3,955

4 18210 31541 44,173

0 14,765 7,897 35731

3 2118 1916 4,191

3 3367 5453 6,638

5 6451 9,166 12,702

1 26,701 24432 59,262

3 (8491) 7,109 (15,089)

6 665 2,071 1,023

4)  (108) (77) (228

4 (7,934) 9,103 (14,294)

8) (17)  (3,505) (34)

7  (7.951) 5598 (14,328)

4 - (891) -

3 (7,951) 4,707 (14,328)

6) (63)  (132)  (128)

7 $(8,014) $ 4575 $(14,456)

1 $(017) $ 010 $ (0.30)

2 48161 47,931 48,138




INTERDIGITAL COMMUNICATIONS CORPORATION AND SUBSIDI  ARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)

(unaudited)
For the six months ended June 30,
1996 1997
CASH FLOWS FROM OPERATING ACTIVITIES:
Net income (loss) $ 4,707  $(14,456)
Adjustments to reconcile net income (loss) to net
cash used for operating activities-
Minority interest in subsidiary 891 --
Depreciation and amortization 898 2,346
Other (80) (1,614)
Decrease (increase) in assets-
Receivables (2,942) 5,191
Inventories 102 5,865
Other current assets (4,195) (7,850)
Increase (decrease) in liabilities-
Accounts payable 2,367 (9,351)
Accrued compensation (301) 947
Deferred revenue 7,601 (1,685)
Other accrued expenses 6,012 727
Net cash used for operating activities $ 15,060 $(19,880)
CASH FLOWS FROM INVESTING ACTIVITIES:
Decrease (increase) in short-term investments $(7,262) $ 25,746
Additions to property and equipment, net of non-c ash additions
of $0 and $ 141, respectively (2,110) (1,486)
Additions to patents (248) (489)
Other non-current assets (2,881) (360)
Net cash provided by investing activities $(12,501) $ 23,411

CASH FLOWS FROM FINANCING ACTIVITIES:
Net proceeds from sales of Common Stock
and exercises of stock options and warrants $ 8621 $ 251
Payments on long-term debt, including capital lea se obligations (301) (416)

Net cash provided by financing activities $ 8,320 $ (165)
NET INCREASE IN CASH AND CASH EQUIVALENTS $10,879 $ 3,366
CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOD 9,427 11,954
CASH AND CASH EQUIVALENTS, END OF PERIOD j$20L;'>06 ““;_1-5,320
SUPPLEMENTAL CASH FLOW INFORMATION:

Interest paid $ 63 $ 158

Income taxes paid, excluding foreign withholding taxes $ 308 $ 104

The accompanying notes are an integral part okteegements.



INTERDIGITAL COMMUNICATIONS CORPORATION AND SUBSIDI  ARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 1997
(UNAUDITED)

1. BACKGROUND:

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

The Company's principal product is the UltraPhonefgtem, a radio telephone system providing bsse®and households access to basic
telephone service through a wireless local loog UliraPhone system offers greater flexibility aade of installation than conventional
wireline-based systems and is designed to provgle thansmission quality, capacity and spectruritieficy. The UltraPhone system, which
incorporates the Company's proprietary TDMA techgy| is sold predominantly to foreign telephone pames to provide basic telephone
service to their customers, primarily in rural arehr-urban areas, where the cost of, or time reddor, installing, upgrading or maintaining
conventional wireline telephone service supporscsien of an UltraPhone system. Sales of UltraRheystems accounted for approximately
40%, 20% and 47%, respectively, of the total reesmf the Company during 1994, 1995 and 1996. Tirdune 30, 1997, the Company
sold over 345 UltraPhone systems worldwide, witgragate UltraPhone product revenue totaling ove0$gillion.

The Company and its alliance partners are devejopinew air interface technology and products, dasethe Company's patenteddB®MA
technology and other proprietary technologies. iffteal phases of the development effort are ogertbwards development of wireless local
loop products with performance and cost charatiesiapplicable to a market segment distinct fromm@ompany's UltraPhone system. The
Company has started to market its new TrueLink(TNfgless local loop product based on the Compagprietary B-CDMA technology.

InterDigital Technology Corporation ("ITC"), a whplowned subsidiary, and the Company, togethegrafbn-exclusive, royalty-bearing
patent, technology and know-how licenses to telenanications manufacturers that manufacture, uselgror intend to manufacture, use or
sell, equipment that utilizes the Company's extenpbrtfolio of TDMA, code division multiple acce6<DMA") and other patented
technologies. These efforts have resulted in pdisrise agreements with a total of thirteen exgjtthe recognition of $28.7 million, $67.7
million and $28.7 million of licensing revenue 8%, 1995 and 1996, respectively.

2. BASIS OF PRESENTATION:

In the opinion of management, the accompanying dited consolidated financial statements contaimdjistments (consisting only of
normal, recurring adjustments) necessary to prda@iyt the Company's financial position as of J&@ 1997 and the results of their
operations for the three and six month periods @ddee 30, 1996 and 1997 and cash flows for thmeixth periods ended June 30, 1996
1997. The accompanying unaudited consolidated ¢iahstatements have been prepared in accordartieehei instructions for Form 10-Q
and accordingly do not include all of the detadetiedules, information and notes necessary far priasentation of financial condition,
results of operations and cash flows in conformiith generally accepted accounting principles. €fae, these financial statements should
be



read in conjunction with the financial statementd aotes thereto contained in the Company's latastial report on Form 10-K filed with the
Securities and Exchange Commission. The resultgefations for interim periods are not necessaridjcative of the results to be expected
for the entire year.

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

3. CONTINGENCIES:

IDC and ITC are variously parties to certain patetated litigation in which ITC is asserting tltagtrtain third parties infringe ITC's patents.
ITC generally is seeking injunctive relief and mtamg damages. The alleged infringers generally sieekarations that their products do not
infringe ITC's patents or that ITC's patents irt ané invalid. In one such action involving Motaplnc., a Court of Appeals has patrtially
overturned a U.S. District Court decision by redtisig two claims that had previously been held lidva@he Court of Appeals also affirmed
the validity of three other claims, affirmed theafidity of nineteen claims, and denied ITC's resjder a new trial as to validity and
infringement issues. ITC is presently requestimgteearing in the Court of Appeals, and is considpan appeal to the United States Supreme
Court. In another action, the Court had stayedtioeeeding at the request of the parties penditeresion by the Court of Appeals on the
Motorola case. The parties are in the processopfagting a continuance of the stay pending a aeclsy the Court of Appeals on ITC's
Petition for Rehearing. ITC is also involved in adistrative proceedings in which various partiegénahallenged the validity of ITC's

patents.

In addition to litigation associated with patenfanement and licensing activities and the othegdtion described above, the Company is a
party to certain legal actions arising in the oagyjncourse of its business.

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

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

Decembe r31, June 30,
199 6 1997
Money market funds and demand deposits $28 71 $11,049
Certificates of deposit 2 04
Repurchase agreements 1,4 57 437
Commercial paper 7,4 22 3,834
$11,9 54 $15,320

The repurchase agreements are fully collateralizednited States Government securities and aredstgtcost which approximates fair
market value.

Short-term investments available for sale as ofdbdzer 31, 1996 consisted of $26.0 million in goweent-issued discount notes, $2.8
million in municipal securities and $14.2 million ¢orporate debt securities. Short-term investmavadable for sale as of June 30, 1997
consisted of $7.7 million in government-issued distt notes, $2.9 million in municipal securitiesléh6.7 million in corporate debt
securities.



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

In fiscal 1996, the Company's Philippine and Indii@e customers represented 56% and 16%, of Ultra®pmduct revenues, respectively.
For the three months ended June 30, 1996, the Quorisphilippine and Puerto Rican customers accduioire66% and 14% of UltraPhone
product revenues, respectively. For the three nsoatided June 30, 1997, the Company's Indonesitonoeisaccounted for 83% of
UltraPhone product revenues. For the six monthe@ddne 30, 1996, the Company's Philippine, Pigidan and Myanmarian customers
accounted for 54%, 15% and 12%, respectively, adPhone product revenues. For the six months edaieel 30, 1997, the Company's
Indonesian customer accounted for 80% of UltraPlpwoduct revenues.

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

Three Months Six Mont hs
Ended Ended
June 30, June 30
1996 1997 1996 1997
Domestic $ 491 $ 330 $ 940 $ 578
Foreign 4,516 16,112 5,894 39,640
$5,007 $16,442 $6,834 $40,218

Licensing and Alliance Revenue:

During the three months ended June 30, 1996, ITGgrized $7.5 million related to the Samsung agezgsnand $1.6 million related to the
Siemens agreements. The Licensing and Alliancewe&for the three months ended June 30, 1997d@did04,000 from Samsung,
$264,000 of recurring royalty revenue from oner&ee and $800,000 from Siemens. During the six lnsoenided June 30, 1996, the
Company recognized $21.5 million of revenue relateis agreements with Siemens. During the sixtm®ended June 30, 1997, Licensing
and Alliance revenues include $1.4 million from Samg, $1.6 million from Siemens and $947,000 ofindag royalty revenue from one
licensee.

6. NET INCOME PER COMMON SHARE:

The net income per share is based upon the weiglEdge common shares outstanding during thedadjusted for cumulative dividends
on $2.50 Preferred Stock. Stock options and wasraate been considered as common stock equivaedtiave been included in the
computation for the three and six month periodsl286 since their effect is dilutive. (See ItenkE&hibit 11 -Computation of Net Income F
Share.)

Statement of Financial Accounting Standards No.(I38AS 128"), "Earnings per Share," which supeesediPB Opinion No. 15 "Earnings
per Share", was issued in February 1997. SFAS d@8ines dual presentation of basic and dilutediegsmper share (EPS) for complex
capital structures on the face of the income statenBasic EPS is computed by dividing income eywieighted average number of common
shares outstanding for the period. Diluted EPSctflthe potential dilution from the exercise amarsion of stock options and other
securities into common stock. SFAS 128 is requiogoe adopted for year end 1997; earlier applicagaot permitted. The Company does
not expect any material change to the current ggsiesentation of EPS; there was no effect ofahtounting change on previously reported
EPS for the three and six months ended June 3@, 199



7. INVENTORIES:

Decembe r 31, June 30,
1996 1997
( n thousands)
Component parts and work-in-progress $11,6 40  $7,715
Finished goods 2,2 23 284

$13,8 63  $7,999

Inventories are stated net of valuation reserveg5d million and $6.3 million as of December 329& and June 30, 1997, respectively.
8. LONG-TERM DEBT:

During the second quarter of 1996, the Companyhasged its King of Prussia facility for $3.7 milliohhe Company paid cash of $930,000
and arranged a 16 year mortgage of $2.8 millioh initerest payable at a rate of 8.28% per annura.€Fiire cost of the land and buildings
purchased, as well as the improvements made touifding, have been classified as Land, Buildind &mprovements within the property
section of the balance sheet. The mortgage hasdiessified as longerm debt on the balance sheet, with $95,000 ladsis current portic
of Long-term Debt.

9. INCOME TAXES:

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

The income provision for the three months ende@ B 1996 consists of a current foreign withhajdizx provision of $990,000, a current
state tax provision of $3,000 and a Federal AlteévaaMiinimum Tax provision of $5,000. The income f@ovision for the three months
ended June 30, 1997 consisted of a current stafgaéaision of $17,000. For the six months endeteJ80, 1996, the income tax provision
consisted of a foreign withholding tax provision&®.3 million, a current state tax provision of $)d00 and a Federal Alternative Minimum
Tax provision of $91,000. The income tax provisionthe six months ended June 30, 1997 consistaedcafrent state provision of $34,000.
At December 31, 1996, the Company had net oper&isgcarryforwards of approximately $100 milli@ince realization of the tax benefits
associated with these carryforwards is not assared|uation allowance of 100% of the potentialbaxefit is recorded as of June 30, 1997.

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%ucwithin a three-year period. The annual limitatis generally equal to the product of
(x) the aggregate fair market value of the Compastgck immediately before the ownership changedify) 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 8071The Company's calculations reflect the adaptfonew Treasury Regulations which
became effective on November 4, 1992 and which baweficial effects regarding the treatment of mmiand other aspects of the owner:
change calculation.



10. MYANMAR CONTRACT:

On May 16, 1997, the Company signed a contract Miftanma Posts and Telecommunications (MPT) in thetl of Myanmar, for
UltraPhone systems, B-CDMA equipment and relatittenmunications equipment. The value in the agestiis $250 million, including
UltraPhone systems, infrastructure equipment andcss, as well as capital costs for a manufactufatility to be built in Myanmar. The
agreement calls for establishment of a joint vemtorMyanmar between InterDigital and MPT for loonsnufacture of UltraPhone systems
and other infrastructure equipment. In additioe, digreement provides an option for the joint ventarmanufacture InterDigital's B-CDMA
technology products. The agreement is subjectrtaiceMyanmar governmental approvals, and final@abf the financing documents, the
joint venture agreement, certain pricing, paymeiat ather terms

11. SHAREHOLDER RIGHTS PLAN

In December 1996, the Company's Board of Direcdpted a Shareholder Rights Plan and declarestribdiion of one right ("Right") for
each outstanding common share of the Company telsblaers of record as of the close of businestammiary 3, 1997. In addition, each
share of common stock issued after January 3, dMiPieceive one right for each common share. Gaght entitles the registered holder,
subject to the terms of a Rights Agreement, to dnsy one-thousandth of a share of Series B Juniticipating Preferred Stock at a purchase
price of $45 per Right, subject to adjustment. Phen provides that the threshold for triggeringsgduent distribution of the rights is 10 days
following the acquisition by a non-exempt persomassult of which such person becomes the beak@ieiner of 15% or more of then
outstanding shares of Company Common Stock, ora¥8 fbllowing commencement of an offer to acquis&olor more of the then
outstanding shares of Company Common Stock. In &halyJuly 1997, the Company's Board of Directorssiased the percentage applicable
to one of its investors, provided that investor aém a passive investor eligible to file a Schedd6, to 16% and 18%, respectively. In the
event that (i) the Company is the surviving corfiorain a merger with an acquiring person and shaféeCompany Common Stock shall
remain outstanding,

(i) a person becomes the beneficial owner of 16%w(th respect to the aforementioned investor, 18#more of the then outstanding she

of Company Common Stock, (iii) an acquiring persagages in one or more "self-dealing” transactémnset forth in the Rights Agreement,
or (iv) during such time there is an acquiring persan event occurs which results in such acqupergon's ownership interest being
increased by more than 1% (e.g. by means of agestock split or recapitalization), then in eaabe; each holder of a Right (other than
those held by an acquiring person) will theredfigre the right to receive, upon exercise, UnitBreferred Stock (or, in certain
circumstances, Company Common Stock, cash, propedther securities of the Company) having a cumearket value equal to two times
the exercise price of the Right.
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Item 2. Management's Discussion and Analysis of Famcial Condition and Results of Operations
FINANCIAL POSITION, LIQUIDITY AND CAPITAL REQUIREME  NTS
Overview

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

The Company's ability to derive revenue from pradiades will be affected by, among other things,ittiensified competition for sales of
wireless local loop telephone systems. Competingyrts and technologies have proliferated and ctitope many of which have
significantly greater resources than the Comparg/neore actively promoting their products in then@any's target markets. In spite of this
competitive environment, the Company increasedaBhione system revenues in 1996 compared to 196%dy60% to nearly $25 million
and built 1996 year-end product backlog to $80.lfioni including $43 million subsequently removedrh backlog for the Pakistan contract
(See "Backlog"), from $20.0 million at December 3295. These successes were achieved by loweringRblone system prices, offering
UltraPhone system in conjunction with alliance pears, focusing on larger scale telecommunicatinfrastructure programs and successfully
marketing to the Company's existing customer basedonesia. On large scale opportunities when cenu@ament of product delivery
significantly lags contract negotiation and wheetivtries are expected to extend over a signifipaniod of time, the Company is actively
marketing the UltraPhone system at sales priceshwiliould generate little, if any, margin basedlom ¢urrent cost characteristics of the
system configurations being proposed. In thesatsitns, and in any additional situations whereGbenpany elects to accept similarly
margined orders, it would do so because of colnofit potential, as next enumerated, or becafisgher strategic positioning
considerations. The Company believes that anytgoofential would primarily relate to design enggriag to reduce produce costs prior to
delivery of the order, the expected positive eBem vendor pricing of the increased productioundd, change orders (including post
contract systems reconfiguration), post contradt@us and systems expansions and servicing, age&llow on orders.

The Company anticipates that it will continuoussed to reduce prices and expand product featueesodudustry demands which will result
in continued pressure upon gross profit marging sath time as the Company is able to reduce procists by amounts significantly gree
than the selling price reductions. The Companyaxg&rienced and may continue to experience engieeelays in the introduction of new,
more efficient, lower cost system components ahdratew enhancements or features. Given the plissidfiengineering delays and
difficulties, and the continuing inability to sélltraPhone systems with a high cluster utilizatitre Company can give no assurance that it
will be able to achieve sufficient product costuetibns or otherwise achieve satisfactory grosfitprargins. In addition, there can be no
assurance that the development costs necessathitva such potential product cost reductions méllacceptable to the Company.

The Company does not currently have a materiallbgakf product orders. (See "Backlog”.) Accordinglye Company cannot predict with
certainty when it will begin shipping any signifiteorders, and the volume of production and shigsprior to that time may not fully absc
fixed manufacturing costs, which would negativeffeet gross margins. Additionally, the Company sidra contract with MPT for $250
million which is currently not included in backloghe contract amount includes UltraPhone systemfigstructure equipment and services
well as capital costs for a manufacturing facitiybe built in Myanmar. The contract is subjectéstain Myanmar governmental approvals,
and finalization of the financing documents, thiaj@enture agreement, certain pricing, payment@thér terms.

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

Liquidity

The Company had working capital of $40.8 milliordahe 30, 1997 compared to working capital of $&Tillion at December 31, 1996. The
decrease in working capital since December is dimegpily to the operating cash needs of the Company

Demands on working capital in 1997 and beyond gpe&ted to increase. The Company expects to cantialB-CDMA technology
development expenditures at significant levelsrateoto commercialize its technology. Additionaperditures are being incurred for
marketing and other activities and subsequent tanbal additional expenditures will be requiredstport later stage development.
Engineering efforts required to support the Ultrafhproduct are also continuing at significant Ises the Company continues its efforts to
reduce the cost of the UltraPhone product and &seréts market share. Marketing, administrative @thér costs are expected to increase as
well, as the Company seeks to more effectively eugfs alliance and licensing program.

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

Accordingly, absent significant increases in cashegated by operations, the Company will, at samaé date, require additional debt or
equity capitalization to fully support its techrlieead product development and marketing activitied to fund its patent related activities. -
Company does not presently maintain bank lineseditand may therefore, in such event, seek ta swezh needs through the sale of debt or
equity securities. There can be no assurancetted@@ompany will be able to sell any such secuniiben it needs to, or, if it can, that it will

be able to do so on terms acceptable to the Company

The Company believes that its investment in inveaesoand non-current assets are stated on its Desredd, 1996 and June 30, 1997 balance
sheets at realizable values based on expectedgsptice and order volumes. Property and equiprmenturrently being utilized in the
Company's on-going business activities, and the fizmy believes that no additional wridewns are required at this time due to lack ofar
technological obsolescence. With respect to othseta, the Company believes that the value oftisnps is at least equal to the value
included in the December 31, 1996 and June 30, ba@hce sheets.

Backlog

At June 30, 1997, the Company's backlog of ordar&JitraPhone telephone equipment and servicespiasmillion. All of the backlog is
scheduled to be delivered during the remaindeiso&f year 1997. Previously, the Company incluaelacklog a $43 million order from
Pakistan Telecommunications Company Limited ("PT)CETCL allowed the contract to lapse on July 997, when it did not accept
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InterDigital's proposal to finance the order. Tren(any continues to work through the issues assatigith the contract but the Company
cannot say with any degree of certainty whethetlitbe able to reestablish the agreement.

Additionally, the Company signed a contract with Mier $250 million which is currently not includéad backlog. The contract amount
includes UltraPhone and B-CDMA systems, infrastiteiequipment and services, as well as capitas dos manufacturing facility to be
built in Myanmar. The contract is subject to certiiyanmar governmental approvals, and finalizatibthe financing documents, the joint
venture agreement, certain pricing, payment andragrms. In any event, shipments during the redeiof 1997 will not be significant due
to lengthy materials procurement lead times.

At June 30, 1996, the Company's backlog of ordar&JftraPhone telephone equipment and servicespaa$ million.
Cash Flows and Financial Condition

The Company has experienced negative cash flows dmerations during the six months ended June @7 .1The negative cash flows from
operations are primarily due to expenses incumed)ftraPhone engineering and marketing, B-CDMAhterlogy development and the
Company's general and administrative activities.

Net cash flows from investing activities were pesitfor the six months ended June 30, 1997 dukdaonversion of some of the Compai
short-term investments into cash or cash equival@twithstanding the above, the amount of cashl irsinvesting activities has,
historically, been low relative to cash used inragens.

During the six months ended June 30, 1997, the @ompxperienced negative cash flows of $165,000 financing activities. The funds
were used for payments on long-term debt (includimgital lease obligations) but were partially effey proceeds from the exercise of stock
options and warrants and the sale of stock thrdliglfCompany's Employee Stock Purchase Plan.

Cash, cash equivalents and short-term investmé&$3206 million as of June 30, 1997 includes $200,6f restricted cash. The UltraPhone
product accounts receivable of $8.7 million at JBe1997 reflect amounts due from normal tradeiv@bles, including non-domestic open
accounts, as well as funds to be remitted undertedf credit. Of the outstanding trade receivalale of June 30, 1997, $3.2 million has been
collected through July 31, 1997.

Inventory levels at June 30, 1997 of $8.0 milli@vé decreased as compared to $13.9 million as oébker 31, 1996, reflecting the
shipment of inventory for the Indonesian order.emories at December 31, 1996 and June 30, 19%tatea net of valuation reserves of ¢
million and $6.3 million, respectively.

Included in other accrued expenses at June 30, &@9grofessional fees, consulting and other atzaswell as sales taxes payable.
Results of Operations -- Second Quarter of 1997 ffzwed to the Second Quarter of 1996

Total Revenues. Total revenues in the second quartied June 30, 1997 increased to $18.2 milliomf$14.1 million in the second quarter
ended June 30, 1996 due to an increase in UltraPi@duct sales. UltraPhone product sales incraéagbe second quarter of 1997 to $16.4
million from $5.0 million in the comparable quartgr1996, partially offset by a decline in licengiand alliance revenues to $1.8 million in
the second quarter of 1997 as compared to $9.lomit the comparable quarter of the prior year.

During the second quarter of 1997, the Companygeized $704,000 of Samsung revenue that relatdtettllitraPhone B-CDMA
technology development portion of the agreemené. Cbmpany also recognized $264,000 of recurringltpyevenue during the second
quarter of 1997 from one of its
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licensees. Additionally, the Company recognizednexe of $800,000 as part of the Siemens seriegre€ments. During the second quarter
of 1996, the Company recognized $7.5 million as phthe Samsung agreements and $1.6 million asgp#tne Siemens series of agreeme

Cost of UltraPhone Product Revenues. The costtoaPhone sales for the second quarter of 1997aseckto $14.8 million from $5.0 millit
for the second quarter of 1996, primarily due ®iticrease in UltraPhone product revenues. The @oynpad approximately 10.2% positive
gross margin on UltraPhone system sales for theeuended June 30, 1997 as compared to a breakgewss margin for the quarter ended
June 30, 1996. Due to the increased volume of Pltoae product revenues, manufacturing overheachegpavere more fully absorbed.
Additionally, the Company has been successful duceng the cost of the UltraPhone product and laésegl efficiencies in the manufacturi
process. Included in cost of UltraPhone systenssale costs of product assembly, integration astihtg distributor commissions, freight ¢
tariffs, and expenses associated with installasopport and warranty services related to the Bhome systems. Also included in the cost of
sales are any manufacturing overhead expensesotih@aly has incurred that are not absorbed intantiove based on the low volume of
production during the quarter.

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

Sales and marketing expenses increased 85% tor##idn during the second quarter of 1997 as coragdo $1.1 million during the second
quarter of 1996. The increase is primarily duertanegrease in commission expense due to the inetiedgltraPhone product revenues in the
three month period of 1997 and increased staffaatiglity levels, including costs associated witbrgasing activity related to the Company's
B-CDMA based product.

General and administrative expenses for the seqoader of 1997 increased 47% to $3.4 million fi$3 million for the second quarter of
1996. The increase is primarily due to an incréasxpenses related to severance costs for the @uwytgpformer CEO during the 1997 per
and corporate communications activities.

Product development expenses for the second qudrt®97 increased 33% to $6.5 million as compa&oe$i.8 million during the second
quarter of 1996. Staff and activity levels devatedhe development of the B-CDMA technology inceghsignificantly.

Other Income and Expense. Interest income forélersl quarter of 1997 was $664,000 as comparetl.@ordillion for the second quarter of
1996. The Company had lower average invested caahdes in the 1997 period as compared to the A886d. Interest expense for the
quarter ended June 30, 1997 was $108,000 as codnjoe$d 4,000 for the quarter ended June 30, 1986.iffcrease is due primarily to the
mortgage interest related to the Company's purobfise King of Prussia facilities in the secondager of 1996.

Minority Interest. In December 1992, the Companig £76% of the common shares of InterDigital Petéorporation ("Patents Corp,"),
which had, prior thereto, been a wholly-owned stibsy of the Company. The Company recorded an as&rén minority interest in the
second quarter of 1996 of $4,000. During Septerab@6, the Company reacquired the minority inteo$ftatents Corp. in exchange for
shares of the Company's Common Stock and will tbexeno longer record a change in the Minority tagt liability.
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Results of Operations -- Six Months Ended Junel8087 Compared to Six Months Ended June 30, 1996

Total Revenues. Total revenues for the six montidee June 30, 1997 increased 40% to $44.2 milliom $31.5 million for the six months
ended June 30, 1996 primarily due to an increafeeimmount of UltraPhone product revenues paytadfset by a decrease in Licensing and
Alliance revenues. UltraPhone equipment sales asa@ 488% during the six months ended June 30, tbaB#0.2 million from $6.8 million

in the comparable period of 1996 primarily dueht® tompletion of shipments of the Indonesian ordeense and Alliance revenues for the
six months ended June 30, 1997 includes $1.4 mifi®part of the Samsung Agreements, $1.6 millgopaat of the Siemens Agreements and
$947,000 of recurring royalty revenue from oner&ee. Licensing and Alliance revenues for the sixtims ended June 30, 1996 includes
$21.5 million as part of the Samsung agreementsb8rimillion as part of the Siemens agreements.

Cost of UltraPhone Sales. The cost of UltraPhongpegent sales for the six months ended June 3, it29eased 349% to $35.7 million
from $7.9 million for the six months ended June B896. The Company incurred a positive gross masgiblitraPhone equipment sales of
11.1% for the six months ended June 30, 1997 apamd to a negative gross margin of 15.5% for thenenth period ended June 30, 1996.
Included in cost of UltraPhone equipment salesasts of product assembly, integration and testigjtibutor commissions, freight and
tariffs, and expenses associated with installasopport and warranty services related to the Bhome systems, as well as the overhead
expenses the Company has incurred in maintainsngrdduction resources that were not absorbednmenmtory due to the low volume of
production. At low production levels, such as thegperienced in the first half of 1996, the Compamoyrs substantial negative gross profit
margins because production costs are spread olyeadimited number of units of production.

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

Sales and marketing expenses increased 119% tarf#ic¢h during the six months ended June 30, 18@mMpared from $1.9 million during
the six months ended June 30, 1996. The incregsémsrily due to increased commissions expensantensurate with the increase in
UltraPhone system revenues and increased levetaieting and sales activities.

General and administrative expenses for the sixthsoended June 30, 1997 increased 22% to $6.@mfllom $5.5 million for the six
months ended June 30, 1996. The increase in gearaaldministrative expense is due primarily tdbigactivity levels.

Product development expenses increased 39% faixhonths ended June 30, 1997 to $12.7 milliomf&9.2 million for the six months
ended June 30, 1996. The increase over the praorpariod is due primarily to increased staff aativity levels devoted to the development
of the B-CDMA technology and the continued develeptof the Company's UltraPhone product.

Other Income and Expense. Interest income forithmenths ended June 30, 1997 was $1.0 millionoaspared to $2.1 million for the six
months ended June 30, 1996. The decrease is dunarpyito lower average invested cash and investialances in 1997 compared to 1996.
Interest expense for the six month period ended 30n 1997 was $228,000 as compared to $77,008da@ix month period ended June 30,
1996. The increase is due primarily to the mortgatgrest related to the Company's purchase #iitg of Prussia facilities in the second
quarter of 1996.

Minority Interest. In December 1992, the Companig £76% of the common shares of Patents Corpghwhad, prior thereto, been a
wholly-owned subsidiary of the Company. The Compargprded $891,000 as an increase in minority éstan the six months ended June
30, 1996 representing the minority interest's partif the net income of Patents Corp. for the sanths ended June 30, 1996. During
September 1996, the Company reacquired the miniotiéyest of Patents Corp. in exchange for

15



shares of the Company's Common Stock and will tbexeno longer record a change in the Minority tegt liability.
STATEMENT PURSUANT TO THE PRIVATE SECURITIES LITIGA TION REFORM ACT OF 1995

The foregoing Management's Discussion and Anabsisdiscussions of the Company's business corgeirafd looking statements
reflecting, among other things, the Company's cufbeliefs, intentions and expectations as tobjedives, including with respect to its
contract with MPT, its contract with PTCL and idilog. Such statements are subject to risks acértainties. The Company cautions the
readers that important factors in some case hdeetafl and, in the future, could materially affde Company's actual results and cause the
Company's actual results to differ materially frima results expressed in any such forward lookiatgment. These factors include but are
not limited to: difficulties or delays in the dewpiment, production, testing and marketing or séth® Company's products; failure to
consummate the Myanmar contract due to inabilitfrtalize the documentation, secure acceptablenéiimg, lack of governmental or
regulatory approval, U.S. sanctions or other gowemtal prohibitions, or other factors; the failtwaeestablish negotiations or renegotiate a
mutually acceptable contract with PTCL; the effaaftsand changes in, foreign trade, monetary asthfipolicies, laws and regulations or
other activities of foreign and the United Stategsggnments, agencies and similar organizationstlamdvailability of competitive products
superior on a perceived, relative or actual bagis the Company's products. The Company undertageasbligation to publicly update any
forward looking statements, whether as a resutiesf information, future events or otherwise.
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PART Il - OTHER INFORMATION

Item 1. Legal Proceedings

In July, 1997, the U.S. Court of Appeals for thel&ml Circuit partially overturned a U.S. Distri€ourt decision in the patent infringement
case between ITC and Motorola, Inc. by reinstating claims that had previously been held invalideTTourt of Appeals also affirmed the
validity of three other claims, affirmed the inity of nineteen claims, and denied ITC's requestfnew trial as to validity and infringem:
issues. ITC is presently requesting a rehearingerCourt of Appeals, and is considering an apfmetide United States Supreme Court.

Item 4. Submission of Matters to a Vote of Securityolders

At the Company's Annual Meeting of Shareholders loel June 20, 1997, the shareholders of the Comglasted two directors of the
Company and ratified the appointment of Arthur Arsge LLP as the Company's independent accountantisef year ending December 31,
1997. Messrs. William A. Doyle and D. Ridgely Bagb were elected to serve as directors at the ngeetb,400,867 shares were voted in
favor of Mr. Doyle, 483,684 shares being withheldd 45,383,708 shares were voted in favor of Migiaoo, 500,843 shares being withhi
Messrs. Harry G. Campagna, Barney Cacioppo andrRSb&oath also continued to serve their terndir@gtors. The vote ratifying the
appointment of Arthur Andersen LLP was 45,555,8%8ras for, 161,444 shares against and 167,21 7sshbstaining.
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Item 6. Exhibits and Reports on Form 8-K.

(&) The following is a list of exhibits filed asmpaf this Form 10-Q:

Exhibit 4.1 Rights Agreement between InterDigita | Communications
Corporation and American Stock Trans fer and Trust (Exhibit 4
to the Company's Current Report on F orm 8-K filed on

December 13, 1987).

Exhibit 4.2 Amendment No. 1 to the Rights Agreem ent between InterDigital
Communications Corporation and Ameri can Stock Transfer and
Trust Company

Exhibit 4.3 Amendment No. 2 to the Rights Agreem ent between InterDigital
Communications Corporation and Ameri can Stock Transfer and
Trust Company

Exhibit 10.33 Employment Agreement dated May 7, 19 97 by and between
InterDigital Communications Corporat ion and Joseph Gifford

Exhibit 11  Computation of Net Income Per Share

Exhibit 27  Financial Data Schedule

(b) The following is a list of Current Reports oarf 8-K filed during the second quarter of 1997:
The Company filed a Current Report on Form 8-K datel April 7, 1997 under

Item 5 - Other Events, with a copy of its quarterlyletter to shareholders.
No financial statements were filed with this rep
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SIGNATURES

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

INTERDIGITAL COMMUNICATIONS CORPORATION

Date: August 8, 1997 /sl WIliam A. Doyl e

WIlliam A Doyle, President

Dat e: August 8, 1997 /sl James W Garrison

James W Garrison, Vice President
- Finance, Chief Financial
O ficer and Treasurer
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Exhibit 4.2

AMENDMENT NO. 1
to the
RIGHTS AGREEMENT
Between
INTERDIGITAL COMMUNICATIONS CORPORATION
and
AMERICAN STOCK TRANSFER AND TRUST COMPANY
dated as of

DECEMBER 31, 1996

THIS AMENDMENT NO. 1, dated May 6, 1997, to the MBS AGREEMENT between
INTERDIGITAL COMMUNICATIONS CORPORATION and AMERICA N STOCK TRANSFER AND TRUST COMPANY dated
as of DECEMBER 31, 1996

WHEREAS, InterDigital Communications CorporatiomnferDigital”) and American Stock Transfer and TrGe@mpany ("ASTT") entered
into a Rights Agreement, dated as of December 396 1(the "Agreement”) dealing with, among othéngdl, the voting rights of the holders
of InterDigital Common Stock; and

WHEREAS, InterDigital has entered into an agreemétit Heartland Advisors dated May 5, 1997 (thetteeAgreement") under which the
Company, in exchange for other consideration, lyaseal to permit Heartland not to become and "AdagiPerson", as defined under the
Agreement, subject to the terms and conditiont®fAgreement and the Letter Agreement; and

WHEREAS, to implement the requirements of the Lreftgreement, InterDigital and ASTT, pursuant to t®et26 of the Agreement, have
agreed to amend the Agreement as set forth herein.

NOW THEREFORE, the parties, intending to be legatiyind, agree as follow

1. The definition of "Acquiring Person" set forth $ection 1, paragraph (a), is amended by addimeyaclause at the end of the definition
reading as follows:

;provided, however, that Heartland Advisors shatllbe an Acquiring Person unless and until Headtladvisors (i) is the Beneficial Owner

of more than 16% of the shares of Common Stock thstanding, or (i) is the Beneficial Owner o®4®r more of the shares of Common
Stock then outstanding and Heartland is not peenhiih file a Schedule 13G, in lieu of Schedule 18Irsuant to the Securities Exchange Act
of 1934 and the rules and regulations promulgdteceuinder.

2. All other terms conditions remained unaltered anfull force and effect



Amendment No. 1 to the Rights Agreement
dated December 31, 1996

Page 2
IN WITNESS WHEREOF, the parties have caused thigAsiment No. 1 to be duly executed, all as of the fiest written above.
ATTEST: INTERDIGITAL COMMUNICATIONS

CORPORATION

BY: /sl Lisa Axt Al exande BY: /sl WIlliam A. Doyl e
Li sa Axt Al exander WIlliam A Doyle
Assi stant Secretary Presi dent

ATTEST: AMERICAN STOCK TRANSFER AND TRUST

COMPANY
BY: /sl Susan Sil ber BY: /sl Herbert J. Lemmer
Susan Sil ber Her bert J. Lenmer
Assi stant Secretary Seni or Vice President and

General Counsel



Exhibit 4.3

AMENDMENT NO. 2
to the
RIGHTS AGREEMENT
Between
INTERDIGITAL COMMUNICATIONS CORPORATION
and
AMERICAN STOCK TRANSFER AND TRUST COMPANY
dated as of

DECEMBER 31, 1996

THIS AMENDMENT NO. 2, dated July 29, 1997, to thEGRITS AGREEMENT between
INTERDIGITAL COMMUNICATIONS CORPORATION and AMERICA N STOCK TRANSFER AND TRUST COMPANY dated
as of DECEMBER 31, 1996

WHEREAS, InterDigital Communications CorporatiomnferDigital”) and American Stock Transfer and TrGe@mpany ("ASTT") entered
into a Rights Agreement, dated as of December 396 1(the "Agreement”) dealing with, among othéngdl, the voting rights of the holders
of InterDigital Common Stock; and

WHEREAS, InterDigital has entered into an agreemtit Heartland Advisors dated July 8, 1997 (thetter Agreement”) under which the
Company, in exchange for other consideration, lyaseal to permit Heartland not to become and "AdagiPerson", as defined under the
Agreement, subject to the terms and conditiont®fAgreement and the Letter Agreement; and

WHEREAS, to implement the requirements of the Lreftgreement, InterDigital and ASTT, pursuant to t8et26 of the Agreement, have
agreed to amend the Agreement as set forth herein.

NOW THEREFORE, the parties, intending to be legatiyind, agree as follow

1. The definition of "Acquiring Person" set forth $ection 1, paragraph (a), is amended by addimeyaclause at the end of the definition
reading as follows:

;provided, however, that Heartland Advisors shatllbe an Acquiring Person unless and until Headtladvisors (i) is the Beneficial Owner

of more than 18% of the shares of Common Stock thstanding, or (i) is the Beneficial Owner o®4®r more of the shares of Common
Stock then outstanding and Heartland is not peenhiih file a Schedule 13G, in lieu of Schedule 18Irsuant to the Securities Exchange Act
of 1934 and the rules and regulations promulgdteceunder



Amendment No. 1 to the Rights Agreement
dated December 31, 1996

Page 2

2. All other terms conditions remained unaltered @nfull force and effect.

IN WITNESS WHEREOF, the parties have caused thigAdment No. 2 to be duly executed, all as of the fiest written above.

ATTEST: | NTERDI G TAL COMMUNI CATI ONS
CORPORATI ON
BY: [/s/ Jane S. Schultz BY: [/s/ WIlliam A Doyle
Jane S. Schultz WIlliam A. Doyle
Assi stant Secretary Pr esi dent

ATTEST: AMERICAN STOCK TRANSFER AND TRUST

COMPANY
BY: /sl  Susan Sil ber BY: /sl Herbert J. Lemmer
Susan Sil ber Her bert J. Lenmer
Assi stant Secretary Seni or Vice President and

General Counsel



Exhibit 10.33

EMPLOYMENT AGREEMENT

BETWEEN

MARK LEMMO

AND

INTERDIGITAL COMMUNICATIONS CORPORATION



EMPLOYMENT AGREEMENT

THIS EMPLOYMENT AGREEMENT is made this 7th day ofayl 1997, by and between Mark Lemmo, a Pennsylvasident (the
"Employee"), and InterDigital Communications Corqtimn, a corporation organized and existing underdaws of the Commonwealth of
Pennsylvania (the "Company").

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

WHEREAS, Employee serves in the position of Selice President -UltraPhone(R) Operations of the Gany (Employee's "Position").

WHEREAS, the Company has offered Employee a sutistamcrease in base salary on the condition Braployee enter into this Agreem
with Company in order to set forth certain termd aanditions relating to Employee's continued emplent with the Company.

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

1. Salary Increase. The Company hereby grants Braplan increase to his base salary as set foB8kdtion 4 below and Employee hereby
accepts such increase.

2. Term and Duties. Until such time as Employemipleyment hereunder is terminated pursuant to tbeigions of
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Section 9 hereto (the "Term"), Employee shall séineeCompany faithfully and to the best of his igpénd shall devote his full time,
attention, skill and efforts to the performancetaf duties required by or appropriate for his RasitEmployee agrees to assume such duties
and responsibilities as may be customarily inciderstuch position, and as may be reasonably assignemployee from time to time by the
President or the Chief Executive Officer of the Qamy. Employee shall report to the President aadCthief Executive Officer of the
Company.

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

4. Compensation. The Company shall pay EmployaEanployee hereby agrees to accept, as compensatiath services rendered
hereunder and for Employee's covenant not to camgeprovided for in Section 8 hereof, a basesalathe annual rate of One Hundred and
Seventy Thousand Dollars (subject to any increasa fime to time, the "Base Salary"). The Base i$ahall be inclusive of all applicable
income, social security and other taxes and chaxpézh are required by law to be withheld by ther@any or which are requested to be
withheld by Employee, and which shall be withheatd paid in accordance with the Company's normatqgdagractice for its similarly

situated employees from time to time in effectatidition to the Base Salary, Employee shall bel#éigo participate in whatever bonus plan,
if any, the Company shall adopt for its executitficers, including without limitation, the ExecugévBonus Plan the Company currently
intends to develop and implement with the assigtafc&rnst & Young. Notwithstanding the foregoiremtence, the Company shall be under
no obligation to develop and/or implement any boplas, including without limitation, the aforesdittecutive Bonus Plan, or to continue
such plan, if adopted.



5. Benefits and Expenses. Employee shall be ehtidleeceive those employee benefits (includingeaesp reimbursement) as shall be
provided to similarly situated executive employeéthe Company ("Benefits").

6. Confidentiality. Employee recognizes and ackmaulgks that the Proprietary Information (as her&énafefined) is a valuable, special and
unique asset of the Business of the Company. &sulty both during the Term and thereafter, Empostall not, without the prior written
consent of the Company, for any reason either tyrec indirectly divulge to any third-party or u$er his own benefit, or for any purpose
other than the exclusive benefit of the Company,@mfidential, proprietary, business and technigrmation or trade secrets of the
Company or of any subsidiary or affiliate of then@many ("Proprietary Information™) revealed, obtairee developed in the course of his
employment with the Company. Such Proprietary Imf@tion shall include, but shall not be limitedttee intangible personal property
described in Section 7(b) hereof, any informatigiating to methods of production and manufactesearch, computer codes or instructions
(including source and object code listings, progtagic algorithms, subroutines, modules or othdapsuits of computer programs and related
documentation, including program notation), compptecessing systems and techniques, conceptsjtiyftowcharts, specifications, know-
how, any associated user or service manuals or liklegextual materials (including any other dated materials used in performing the
Employee's duties), all computer inputs and outfretgardless of the media on which stored or labateardware and software
configurations, designs, architecture, interfapéans, sketches, blueprints, and any other masepigpared by the Employee in the course of,
relating to or arising out of his employment by @@mpany, or prepared by any other Company empjaogpeesentative, or contractor for
Company, or its customers (including informatio ather material relating to the ASIC), costs, hass studies, business procedures,
finances, marketing data, methods, plans and sfftre identities of licensees, strategic partrerstomers, contractors and suppliers and
prospective licensees, strategic partners, cusgroentractors and suppliers, the terms of cordractl agreements with licensees, strategic
partners, customers, contractors and suppliersCémepany's relationship with actual and prospedioensees, strategic partners, customers,
contractors and suppliers and the needs and regents of, and the Company's course of dealing \itl,such actual or prospective
licensees, strategic partners, customers, contsaatal



suppliers, personnel information, customer and gerdedit information, and any other materials thate not been made available to the
general public, provided, that nothing herein cimrgd shall restrict Employee's ability to make sdigtlosures during the course of his
employment as may be necessary or appropriateteftbctive and efficient discharge of the duteguired by or appropriate for his Position
or as such disclosures may be required by lawfantider provided, that nothing herein containedIgieatrict Employee from divulging or
using for his own benefit or for any other purpasg Proprietary Information that is readily avaiéatn the general public so long as such
information did not become available to the genptdllic as a direct or indirect result of Emplogd®’each of this Section 6. Failure by the
Company to mark any of the Proprietary Informatsnconfidential or proprietary shall not affectdtatus as Proprietary Information under
the terms of this Agreement.

7. Property.

(a) All right, title and interest in and to Propegy Information shall be and remain the sole axdusive property of the Company. During
Term, Employee shall not remove from the Compaaiffises or premises any documents, records, notehdites, correspondence, reports,
memoranda or similar materials of or containingdPietary Information, or other materials or progest any kind belonging to the Company
unless necessary or appropriate in accordancethdttuties and responsibilities required by or appate for his Position and, in the event
that such materials or property are removed, athefforegoing shall be returned to their proplesfor places of safekeeping as promptly as
possible after the removal shall serve its spepifippose. Employee shall not make, retain, remadéoa distribute any copies of any of the
foregoing for any reason whatsoever except as raayebessary in the discharge of his assigned dariggshall not divulge to any third
person the nature of and/or contents of any ofdhegoing or of any other oral or written inforntito
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which he may have access or with which for anyordse may become familiar, except as disclosurk Isbaecessary in the performance of
his duties; and upon the termination of his empleghwith the Company, he shall leave with or retarthe Company all originals and cof
of the foregoing then in his possession, whethepared by Employee or by others.

(b) (i) Employee agrees that all right, title anterest in and to any innovations, designs, systamayses, ideas for marketing programs, and
all copyrights, patents, trademarks and trade naaresmilar intangible personal property which @deen or are developed or created in
whole or in part by Employee (1) at any time andrat place while the Employee is employed by Comgard which, in the case of any or

all of the foregoing, are related to and used mneation with the Business of the Company, (2) eesalt of tasks assigned to Employee by
the Company, or (3) from the use of premises osquaal property (whether tangible or intangible) ednleased or contracted for by the
Company (collectively, the "Intellectual PropertyShall be and remain forever the sole and exatugieperty of the Company. The

Employee shall promptly disclose to the Companyraéiliectual Property, and the Employee shall hawelaim for additional compensation
for the Intellectual Property.

(i) The Employee acknowledges that all the Intlial Property that is copyrightable shall be cdestd a work made for hire under United
States Copyright Law. To the extent that any capyeble Intellectual Property may not be consideredrk made for hire under the
applicable provisions of the United States Copyrighw, or to the extent that, notwithstanding tbeefjoing provisions, the Employee may
retain an interest in any Intellectual Propertyt ikanot copyrightable, the Employee hereby irr@ldg assigns and transfers to the Company
any and all right, title, or interest that the Eoy@e may have in the Intellectual Property und@ydght, patent, trade secret and trademark
law, in perpetuity or for the longest period otheevpermitted by law, without the necessity ofliertconsideration. The Company shall be
entitled to obtain and hold in its own name allyrights, patents, trade secrets, and trademarksredpect thereto.
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(iii) Employee further agrees to reveal promptlyiaformation relating to the same to an appropriafficer of the Company and to cooperate
with the Company and execute such documents admagcessary or appropriate (1) in the event lea€Company desires to seek copyri
patent or trademark protection, or other analogwatection, thereafter relating to the IntellectBabperty, and when such protection is
obtained, to renew and restore the same, or (@fiend any opposition proceedings in respect diolity and maintaining such copyright,
patent or trademark protection, or other analogwatection.

(iv) In the event the Company is unable after reabte effort to secure Employee's signature onaditlye documents referenced in Section 7
(b)(iii) hereof, whether because of Employee's ptatr mental incapacity or for any other reasdratsoever, Employee hereby irrevocably
designates and appoints the Company and its dtityared officers and agents as Employee's agehatdarney-in-fact, to act for and in his
behalf and stead to execute and file any such dentsrand to do all other lawfully permitted act$uigher the prosecution and issuance of
any such copyright, patent or trademark protectiwrther analogous protection, with the same léyak and effect as if executed by
Employee.

8. Covenant Not to Compete. The Employee shallcthaing the Term and thereafter for the Restri®edod (as defined below), do any of
the following, directly or indirectly, without therior written consent of the Company:

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

(b) become interested in (as owner, stockholdaedde partner, co-venturer, director, officer, eoygle, agent, consultant or otherwise) any
person, firm, corporation, association or otheitgm®ngaged in any business that is
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competitive with the Business of the Company oamf subsidiary or affiliate of the Company as carted during the Term with respect to
any period during the Term, or upon the terminatbEmployee's employment hereunder with respeantoperiod thereafter, or become
interested in (as owner, stockholder, lender, artto-venturer, director, officer, employee, agentsultant or otherwise) any portion of the
business of any person, firm, corporation, assiotiair other entity where such portion of such beass is competitive with the business of
Company or of any subsidiary or affiliate of then@fmany as conducted during the Term with respeahtoperiod during the Term, or upon
termination of Employee's employment hereunder vaipect to any period thereafter. Notwithstandivegforegoing, Employee may hold
not more than one percent (1%) of the outstandiegrities of any class of any publicly-traded s#ims of a company that is engaged in
activities referenced in Section 8(a) hereof;

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

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

For purposes of this Section 8, the Restrictedodeshall constitute (as applicable) (i) the peribdny, that Employee shall receive severance
as set forth in Section 9 hereof, (ii) in the eventployee's employment hereunder is terminateddase pursuant to Section 9 hereof, a
period of one (1) year following such termination (iii) in the event that Employee terminates thggeement without Good Reason, so long
as the Company voluntarily pays severance to Enaegldwhich the Company shall be under no obligatiotho), for the period that Employee
shall



receive such severance, but in no event for a gdoiager than one (1) year. In the case of (iip\ay Employee's termination notice shall
specify the name of any employer that Employeentidédo accept employment with and the nature optbposed position. Company shall
render its decision whether or not to enforce thsticted Period and notify Employee thereof withive week of Employee's notice of
termination to Company. In the event Company elecenforce the Restricted Period, Employee magimdshis notice of termination by
notice to Company within one week of the Compadgaision. Notwithstanding the foregoing, if Empleyfails to provide Company with at
least thirty (30) days prior notice of his termioat then Company shall so render its decisionratily Employee within thirty (30) days of
the date of termination. In the event Company slézenforce the Restricted Period, Company magt &dderminate its voluntary severance
payments to Employee prior to the end of the ohgéar period by providing at least ninety (90) slayior notice to Employee.

9. Termination. Employee's employment hereunder beaterminated during the Term upon the occurrehegy one of the events described

in this
Section 9. Upon termination, Employee shall betketionly to such compensation and benefits asrifhestin this Section 9.

9.1. Termination for Disability.

(@) In the event of a long-term disability of thengloyee (as such term is defined in the CompanygjtTerm Disability Plan) such that the
Employee is not otherwise qualified to perform éssential functions of the job with or without reaable accommodation ("Disability"),
Employee's employment hereunder may be terminatedeoCompany.

(b) In the event of a termination of Employee's yment hereunder pursuant to Section 9.1(a), Epggavill be entitled to receive all
accrued and unpaid (as of the date of such terroijaBase Salary and Benefits and other forms offgensation and bonus payable or
provided in accordance with the terms of any thdstiag compensation, bonus or benefit plan orregeanent (“Other Compensation"),
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including payments prescribed under any disahidlitlife insurance plan or arrangement in which Eogpk is a participant or to which
Employee is a party as an employee of the Comgaraddition, for a period of one year following suermination, Employee shall be
entitled to receive (i) regular installments of B&alary at the rate in effect at the time of secmination, such amount being reduced by the
amount of payments received by the Employee wipeet to this period pursuant to any Social Secerititiement or any long term

disability or any other employee benefit plan, pplor program maintained to provide benefits ingkient of disability in which the Employ
was entitled to participate at the time of termimatunder Section 9.1(a), and

(i) medical and dental coverage on terms and d¢mmdi comparable to those most recently providetiédEmployee pursuant to this
Agreement, to the extent such coverage is not geavunder other Company policies, plans or progratasing to Disability. Except as
specifically set forth in this Section 9.1(b), tiempany shall have no liability or obligation to Blmyee for compensation or benefits
hereunder by reason of such termination.

(c) For purposes of this Section 9.1, the detertiinas to whether Employee has a long-term diggl§ds such term is defined in the
Company's Long-Term Disability Plan) shall be mhgie licensed physician selected by the Company (@asonably acceptable to
Employee) and shall be based upon a full physixafrenation and good faith opinion by such physician

9.2. Termination by Death. In the event that Emptodies during the Term, Employee's employmentumeler shall be terminated thereby
and the Company shall pay to Employee's executmgal representatives or administrators an amaoguntlego the accrued and unpaid portion
of his Base Salary, Benefits and Other Compensaitioitirough the date on which he dies. Except asifigally set forth in this Section 9.2,
the Company shall have no liability or obligatioeréunder to Employee's executors, legal represesgandministrators, heirs or assigns or
any other person claiming under or through himdaspon of Employee's death, except that Employretsitors, legal representatives or
administrators will be



entitled to receive the payment prescribed undgrdaath or disability benefits plan in which haiparticipant as an employee of the
Company, and to exercise any rights afforded uadgrcompensation or benefit plan then in effect.

9.3. Termination for Cause.

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

(b) In the event of a termination of Employee's Eyment hereunder pursuant to Section 9.3(a), Eygglshall be entitled to receive all
accrued but unpaid (as of the effective date ofi$ammination) Base Salary, Benefits and Other Gamsption. All Base Salary, Benefits and
Other Compensation shall cease at the time of frafination, subject to the terms of any benefit@npensation plan then in force and
applicable to Employee. Except as specificallyfggh in this Section 9.3, the Company shall hagdiability or obligation hereunder,
including without limitation for any severance wéagver, by reason of such termination.

9.4. Termination Without Cause.

(a) The Company may terminate Employee's employinergunder at any time, for any reason, withousegaeffective upon the date
designated by the Company upon thirty (30) daysrprritten notice to Employee. Company may eledtdaee Employee remain absent from
the workplace and cease Company business duriiog pdrt of such thirty (30) day period.
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(b) In the event of a termination of Employee's Emyment hereunder pursuant to Section 9.4(a) (dinlyby the Company's delivery of
written notice not to renew the Term in accordanith the provisions of

Section 1 hereof in the event such terminatioroisfor cause), Employee shall be entitled to rezail accrued but unpaid (as of the effective
date of such termination) Base Salary, Benefits@tittr Compensation. In addition, Employee shakgled to receive (i) severance in an
amount equal to Employee's Base Salary and (ii)icakdnd dental coverage on terms and conditiongaoable to those most recently
provided to the Employee pursuant to this Agreemasth for the period of one year commencing upendate of such termination. Such
severance shall be inclusive of all applicable mepsocial security and other taxes and chargestvare required by law to be withheld by
the Company and shall be withheld and paid in atamre with the Company's normal payroll practicdt®executives from time to time in
effect. All Base Salary, Benefits and Bonuses stedlse at the time of such termination, subjetiigderms of any benefit or compensation
plan then in force and applicable to Employee. pkes specifically set forth in this Section 9l Company shall have no liability or
obligation hereunder by reason of such termination.

9.5. Termination by Employee.

(a) Employee may terminate Employee's employmergumgler at any time, for Good Reason or withoutdsReason, effective upon the d
designated by Employee in written notice of thenieation of his employment hereunder pursuant i@ 3iection 9.5(a); provided that, such
date shall be at least thirty (30) days after thie @f such notice. For purposes of this Agreem@atd Reason shall mean: (i) the failure by
the Company to pay in a timely manner Base Salagng other material form of compensation or matdsenefit to be paid or provided to
Employee hereunder, or (ii) any material breach emecompassed within clause (i) of this Sectior{ed,of the obligations of the Company
under this Agreement which breach is not curediwithirty (30) days after the Company's receiptvatten notification from the Employee
of such breach.
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(b) In the event of a termination of Employee's Emyment hereunder pursuant to Section 9.5(a) heEgaployee shall be entitled to receive
all accrued but unpaid (as of the effective datsumh termination) Base Salary, Benefits and O@imenpensation. In addition, solely if such
termination is for Good Reason, Employee shallrigled to receive (i) severance in an amount etu#the Employee's Base Salary, and (ii)
medical and dental coverage on terms and conditiomparable to those most recently provided tdimgloyee pursuant to this Agreement,
both for the period of one year commencing uporddtte of such termination. Such severance shalblgable as set forth in Section 9.4(b)
hereof. Except as specifically set forth in thit@s 9.5(b), all Base Salary, Benefits and Othem@ensation shall cease at the time of such
termination, subject to the terms of any benefit@mpensation plan then in force and applicablenployee. Except as specifically set forth
in this Section 9.5, the Company shall have ndlitglor obligation hereunder by reason of suchrtieration.

9.6. Change of Control.

(a) If there is a Change of Control during the Teamd Employee's employment with the Company hefeuis terminated within one (1)
year following such Change of Control by the Compgexcept for cause) or by Employee (whether orffonGood Reason), Employee st
be entitled to receive all accrued but unpaid (adbe@effective date of such termination) Base §alBenefits and Other Compensation. In
addition, (i) Employee shall be entitled to receiop the date of such termination, an amount emuiao years' worth of Employee's Base
Salary, and (i) all stock options granted to Enyel® by Company which pursuant to the terms of gdieable stock option plan vest upon a
Change in Control (e.g., Section 17(b) of the 188&ck Option Plan for Employees and Outside Dinsjtshall vest. Except as specifically
set forth in this Section 9.6, all Base Salary, &#s and Other Compensation shall cease at thedinsuch termination, subject to the terms
of any benefit or compensation plans then in f@ceé applicable to Employee, and the Company shak imo liability or obligation hereunc
by reason of such termination.
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(b) For purposes of this Section 9.6, a "Changéaftrol" means the acquisition (including by mergeconsolidation, or by the issuance by
the Company of its securities) by one or more peys$o one transaction or a series of related tditges, of more than fifty percent (50%) of
the voting power represented by the outstandingkstbthe Company on the date hereof. For thespgsas,"Person” means an individual,
partnership, corporation, joint venture, assocmttoust, unincorporated association, other emtitgssociation.

9.7. Termination for Absenteeism

(a) Regular attendance at work or in conductingki®an essential element of Employee's job. Wittimiting the Company's right to
terminate Employee pursuant to Section 9.1 or @r8ih, in the event that Employee is absent forentlean one hundred and fifty (150) days
within any twelve (12) month period, Employee's ésyment hereunder may be terminated by Company.

(b) In the event of a termination of Employee's yment hereunder pursuant to Section 9.8(a), Epg@avill be entitled to receive all
accrued and unpaid (as of the date of such terrmnimjaBase Salary and Benefits and other forms offensation and bonus payable or
provided in accordance with the terms of any thastiag compensation, bonus or benefit plan orregeanent ("Other Compensation"),
including payments prescribed under any disahidlitlife insurance plan or arrangement in which Eogpk is a participant or to which
Employee is a party as an employee of the Comgaraddition, for a period of one year following suermination, Employee shall be
entitled to receive (i) regular installments of B&alary at the rate in effect at the time of gecmination, such amount being reduced by the
amount of payments received by the Employee wipeet to this period pursuant to any Social Seceritittement or any long term
disability or any other employee benefit plan, pplor program maintained to provide benefits ingkient of disability in which the Employ
was entitled to participate at the time of termimatunder Section 9.8(a), and (ii) medical and diecverage on terms and conditions
comparable to those most recently provided to tglByee pursuant to this Agreement, to the extech £overage is not provided under
other Company policies, plans or programs
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relating to Disability. Except as specifically $etth in this Section 9.8(b), the Company shalldaw liability or obligation to Employee for
compensation or benefits hereunder by reason ¢f tsumination.

10. Other Agreements. Employee represents and mtart@the Company that:

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

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

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

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

11. Survival of Provisions. The provisions of tAigreement set forth in Sections 6, 7, 8, 9 (sokdth respect to the payment obligations of
the Company to Employee, if any, set forth therei@)and 21 hereof shall survive the terminatiokEwiployee's employment hereunder. If
for any reason Employee shall continue to be enguldyy the Company following the termination of Eoyale's employment hereunder,
Employee shall have no right to receive any searam other
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payments hereunder until Employee ceases to beogagpby the Company, whereupon Employee's righét@rance or other payments, if
any, shall be governed by the provisions of Seditwereof with respect to the particular circumseaninvolved in the Employee's
termination of employment.

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

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

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

If to Employee:

Mark Lemmo
c/o InterDigital Communications Corporation
781 Third Avenue
King of Prussia, Pennsylvania 19406
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If to Company:

InterDigital Communications Corporation
781 Third Avenue
King of Prussia, Pennsylvania 19406
Attn: Harry Campagna, Chairman

with a copy to:

Pepper, Hamilton & Scheetz
3000 Two Logan Square
18th and Arch Streets
Philadelphia, PA 19103
Barry M. Abelson, Esquire

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

15. Entire Agreement; Amendments. This Agreementaio the entire agreement and understanding gbdhies hereto relating to the
subject matter hereof, and merges and supersdgefaland contemporaneous discussions, agreeraedtsinderstandings of every nature

between the parties hereto relating to the employmEEmployee with the Company.

16. Waiver. The waiver of the breach of any terrpravision of this Agreement shall not operate mkeoconstrued to be a waiver of any

other or subsequent breach of this Agreement.

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

18. Invalidity. In case any one or more of the fsmns contained in this Agreement shall, for aggson, be
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held to be invalid, illegal or unenforceable in aagpect, such invalidity, illegality or unenforbday shall not affect the validity of any other
provision of this Agreement, and such provisios{gll be deemed modified to the extent necessanate it enforceable.

19. Section Headings. The section headings inApisement are for convenience only; they form na phthis Agreement and shall not
affect its interpretation.

20. Number of Days. In computing the number of daypurposes of this Agreement, all days shalttented, including Saturdays, Sundays
and legal holidays; provided, however, that if fimal day of any time period falls on a Saturdayn&ay or day which is a holiday in the
Commonwealth of Pennsylvania, then such final dell e deemed to be the next day which is nottar8ay, Sunday or legal holiday.

21. Specific Enforcement; Extension of Period.

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

(b) In the event that Employee shall be in breddmng of the restrictions contained in Section &b then the Restricted Period shall be
extended for a period of time equal to the peribtinge that Employee is in breach of such restwitti

22. Consent to Suit. Any legal proceeding arisingaf or relating to this Agreement shall be inggd in the District Court of the Eastern
District of Pennsylvania, or if such court does hate jurisdiction or will not accept jurisdictioim, any court of general jurisdiction in the
Commonwealth of Pennsylvania, and the Employeebyarensents to the personal and exclusive jurisgticif such court and hereby waives
any objection that the Employee may have to thim¢agf venue of any such proceeding and any claighefense of inconvenient forum.

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

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

ATTEST: | NTERDI G TAL COMMUNI CATI ONS
CORPORATI ON
By: /s/ Jane S. Schultz By: /s/ WIlliam A Doyle
Title: Assistant Secretary Title: President

[ CORPORATE SEAL]

/'s/ Mark Lemmo
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EXHIBIT 11
INTERDIGITAL COMMUNICATIONS CORPORATION AND SUBSIDI  ARIES

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

(UNAUDITED)

SIX
THREE MONTHS MONTHS
E NDED ENDED
COMPUTATION OF PRIMARY Ju NE 30, JUNE 30,
EARNINGS (LOSS) PER SHARE: 1996 1996
Net Income (Loss) Applicable to Common
Shareholders $ 677 $ 4,575
Weighted Average of Primary Shares:
Common Stock 46,138 45,522
Assumed Conversion of Options and Warrants 2,434 2,409
48,572 47,931
Net Income (Loss) Per Share $ .01 $ .10

A calculation for the three and six month periodded June 30, 1997 have not been presented smedfditt of the options and warrants
would be an-dilutive.



ARTICLE 5
MULTIPLIER: 1,00C

PERIOD TYPE 6 MOS
FISCAL YEAR END DEC 31 199
PERIOD END JUN 30 199
CASH 15,32(
SECURITIES 17,31%
RECEIVABLES 8,73(
ALLOWANCES 54¢€
INVENTORY 7,99¢
CURRENT ASSET¢ 61,12¢
PP&E 20,52]
DEPRECIATION 9,86¢
TOTAL ASSETS 87,18(
CURRENT LIABILITIES 20,29:
BONDS 3,92¢
PREFERRED MANDATORY 0
PREFERREL 10
COMMON 481
OTHER SE 57,81
TOTAL LIABILITY AND EQUITY 87,18(
SALES 40,21¢
TOTAL REVENUES 44.17:
CGS 35,73:
TOTAL COSTS 35,73:
OTHER EXPENSE! 12,70:
LOSS PROVISION 27
INTEREST EXPENSE 22¢
INCOME PRETAX (14,294
INCOME TAX 34
INCOME CONTINUING (14,328
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME (14,328
EPS PRIMARY (.30)
EPS DILUTED (.30)
End of Filing
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