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PART |
ltem 1. BUSINESS
General

InterDigital Communications Corporation (collectiyavith its subsidiaries referred to as InterDigithe Company, we, us and our)
specializes in the design and development of tdolggacontent and system solutions for advancedaligiireless communications
applications. Over the course of our nearly thirgar history, we have amassed a substantial andisant library of know-how and patents
related to digital wireless technology.

We market our technologies and solutions capadsligirimarily to telecommunications equipment prads@nd related suppliers for
embedding into products targeted for the followamplications:

- Mobile phones

- Personal digital assistants

- Mobile computing devices

- Base stations and other infrastructure equipment
- Other terminal-end wireless devices.

In addition, we license our Time Division Multipfecess (TDMA) and Code Division Multiple Access (MB) patents and technology to
third parties. We are continuing to broaden angdeeur extensive body of technical knbeaw and broad patent portfolio related to wire
technologies.

The Company is a public corporation, incorporateBénnsylvania in 1972. Our corporate and admatist offices are located in King of
Prussia, Pennsylvania. Our development teams ea¢eld in Melville, New York and King of Prussia,nheylvania.

Wireless Telecommunications Industry Overview

The wireless telecommunications industry is undeigoapid growth worldwide. At the same time, n@etnologies and products are being
developed to substantially enhance the capabilitiesperformance of wireless services availabmtsumers. The combination of rapid
growth in the sales of wireless devices and acatier technological change sets the stage for@uten in wireless services that should f
growth in the industry for many years.

The wireless market is in the early stage of a $ttfn voice-oriented wireless products (primatigndsets which provide basic voice service
on the move) to data-oriented devices which provimiee as well as high speed data to support adhservices including imaging and
wireless Internet access. Consumers are likelaio gccess to these services through a broad aingebile terminalend products, includir
handsets, personal digital assistants, and laptoptebook computers, among other products. Derfmmuew wireless technology, which
should enable the mobile devices to deliver advdsegvices, is likely to grow with the market foolile products and services.

Industry Growth Projections

The evolving market for advanced wireless prodaats services is generally referred to as the tp@meration (3G) market. First generation
wireless services were introduced in the 1980Bziuiy analog technology. Second generation (2@jises were introduced in the 1990s,
taking advantage of new digital technology whichaily increased the capacity and flexibility of el@ss networks. The first and second
generations of wireless services delivered voiceice with little or no ability to transmit datah€& third generation of products will be
designed to add data communications capability wheén broadly deployed, should enable global rogrfin wireless users.
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The market's 3G emergence is expected to be ewnart rather than revolutionary. Wireless serviaesjaers are likely to install network
infrastructure gradually over a period of yearslustry analysts expect the first 3G products amdes to be introduced in Japan in 2001,
with service in other parts of Asia, Europe andtN@merica following throughout this decade. As tharket expands, it is likely to spark a
dynamic product development environment, with tiadal wireless equipment producers and new markrints bringing a wide range of
terminal-end mobile devices to consumers. The gregority of those products are expected to utiéideanced air interface technology to
deliver a combination of voice and high data-raeises.

At the end of 1999, almost 500 million wireless suriibers utilized the current wireless products senices around the world. Market
analysts expect that number to double over the thesé years and grow to well over 1 billion sulizs by 2005. On an annual basis,
industry analysts project that handset sales great&d to grow from more than 200 million in 198%early 600 million in 2003.

Market penetration for wireless products shouldrgas well during the next several years. The higpesetration of wireless users today i
the Scandinavian countries and Hong Kong, whenedrsi 60 and 70 percent of the population owns aed & mobile phone. In most
developed nations, wireless penetration totaleastl20 percent of the population. In the Unitextes}, it reached approximately 25 percent at
the end of 1999. Penetration is much lower in dmyialy countries. Most industry observers forecabstantial growth in wireless's
penetration of the population in both the develoged developing countries throughout this decade.

Even with the growth in penetration for wirelessides worldwide, wireless telecommunications atehd of 1999 accounted for only about
3 percent of total telecommunication minutes of 22003, analysts forecast that wireless minafasse, as a percentage of total
telecommunications, will grow to just under 12 mic

Industry observers expect that the use of advaniiess technology in mobile computing product griow rapidly during this period as
well. Analysts forecast that, through 2003, unipstents of notebook computers, ultra- portabled, gaim-sized computers will grow by
almost 22 percent per year worldwide. Experts ptetiat high-data rate wireless technology willdmebedded in these products over the next
several years, providing an additional market firamced wireless technology.

Taken together, these forecasts portray a markéstiould undergo significant growth over the i years and which should have
substantial room for additional growth thereafter.

The Technology Landscape

Two principal digital wireless technologies araise today to enable wireless applications: TDMA @MA. Standards employing these
technologies have been adopted around the workel Glbbal System for Mobile Communications (GSM) #&d4/136, which utilize TDM;
technology, serve the large majority of wirelessssuibers worldwide. GSM is the far more dominachnology, being widely deployed in
Europe, Asia, Africa, the Middle East and otheligag (including the United States) . IS 54/136 besn deployed in North America, and
Central and South America. 1S-95, which employsawaband CDMA technology, was commercialized in 1880s and serves a smaller
percentage of users today, primarily in the Uniates, Korea and several other countries.

We have been developing TDMA and CDMA technolodggsnany years for fixed and mobile applicationstiwegard to TDMA, we were
a leader in establishing 1S-54 as a wireless standahe United States in the 1980s and have ksti@ld a substantial portfolio of patented
TDMA inventions. Our core TDMA inventions includarfiong others):
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- The fundamental architecture of commercial Tintei€lon/Frequency Division Multiple Access (TD/FDMAystems.

- Methods of synchronizing the operation of TD/FDMystems.

- A unique approach of managing system capacitynaaithtaining agility through the reassignment dfr@subscriber units to different time
slots and/or frequencies in response to systemitbomsl

- The design of a multi-component base station ehiee intelligence is distributed allowing for meobust performance.

- Initializing procedures that enable roaming.

A number of our core TDMA inventions are centraPt® wireless systems in use today, being usednoad range of wireless networks and
terminal-end mobile devices produced by other corgsaworldwide. TDMA technology that we developeaswalso utilized as the air
interface solution for the wireless local loop (Wltroducts we developed and produced during thelfagears.

On the CDMA front, we acquired in 1992 a technoldgyelopment company that had been involved indumehtal research in CDMA
technology, with an emphasis on wideband or broadilagplication, since the mid- 1980s. We expantatdevelopment program,
anticipating the demand for wide bandwidth techgglthat would enable high data-rate wireless sesviés part of that development work,
we designed and produced a state-of-the-art systearchip Application Specific Integrated CircultIC) which contained our proprietary
Broadband Code Division Multiple Access(TM) (B-CDNIBM)) technology which was initially deployed in Wlproducts. Many of the
essential elements of the B-CDMA solution are ajgtile to advanced high data rate products thdieing developed for the 3G market.

As with our TDMA inventions, we have patented olNIA inventions and today hold a significant porifobf patents for CDMA
technology worldwide. Our key CDMA inventions indki (among others):

- The use of a common pilot channel to synchrosig®channels in a multiple access environment.

- Various techniques for bandwidth allocation, irdthg multi-channel and multi-code mechanisms.

- Highly efficient schemes for controlling the teamission power output of terminal and base stat@rices vital in a CDMA system.

- Communication system overlay techniques, whitdwahew wireless systems to be deployed with existireless technologies without
frequency reallocation.

- Joint detection and interference cancellatiorréalucing multiple access interference in a physaxeiver.

- Enhancements to soft handover techniques betdesignated cells.

- Various subchannel access and coding techniques.

We believe that certain of our inventions are eigkto the implementation of the 2G 1S-95 systd®ese "- Business Activities. Patent and
Technology Licensing".) Also, in 1999, a study graf the International Telecommunications UnionUW)Tan agency for the United Nations
responsible for establishing telecommunicationsddeds, approved a new standard for 3G wirelesganks designed to enable global
roaming for mobile users and compatibility with th@minant existing wireless standards. The IMT-28@Mdard, also referred to as the 3G
wireless standard, defines five sets of alternatpecifications for the digital mobile radios whicdin be selected or aggregated by equipment
manufacturers to produce standacdsapliant third generation wireless products faitltcustomers. The five specifications under tlhadarc
include three forms of CDMA technology: TDD and FRErms of wideband CDMA, and FDD Multi-carrier GIA (referred to as cdma-
2000). The standard also includes two forms of TDidéhnology: Digital Enhanced Cordless Telephone@D), and UWC-136, an evolved
form of the U.S. TIA/EIA-136 digital cellular staadt. Products built to one or more of these spetifins are being designed to
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deliver a varying range of high bandwidth wirelsssvices, including high speed Internet accessiimediia communications, video
conferencing, and other forms of data transmisaiéa.made numerous contributions to the 3G standardies as the standard was being
formulated and expect to continue to do so astdredard is refined. Many of our contributions areluded as part of the standard adopted by
the ITU study group.

We believe that our patent portfolio is applicatolall of the air interface protocols describedha standard, and we have indicated to the
standard setting bodies that we hold patents atahpapplications that are either essential or cersially important for 3G products built to
present standards specifications.

Our current technology development programs areded on creating solutions (including ASICs) far tideband CDMA protocols of the
3G standard. We have focused on this market seginguart, based on industry analysts' expectatibaswideband CDMA technology (as
opposed to the other 3G protocols) will serve #rgdst number of wireless subscribers as the 3@anhgrows. For many GSM service
providers, wideband CDMA is likely to be the preést 3G air interface protocol because its adoptiters them the least expensive and
fastest route to 3G services. Given the dominastiajlmarket position today of the GSM service pdevs, analysts expect that they will
maintain a dominant market position in the nextegation market. Technology providers serving th&sket could benefit from a leading
market position for wideband CDMA. We believe tbat heritage of knovitow and patented wireless inventions based updnHOMA and
CDMA air interface protocols presents us with atiitse opportunities to provide technology in the B@rket.

Strategy

Our strategic objective is to create long-term gloas one of the leading developers of advanceidtaiface and full system-on-a-chip
technology for the wireless communications industiy achieve this objective, we are actively pgvtting in worldwide 3G markets, with
the following focus:

- Emphasizing Core Technology Development and 8y&esign Capability. We possess longstanding congpetencies in digital air
interface design and the development of full syssetuations for wireless products. By building oedhk strengths, we can give our customers
the full advantage of the depth of our engineekingw-how and long heritage of wireless inventidmst nhance the effectiveness of end
products.

- Building a Base of Strategic Relationships. Touse our position in the 3G market and define gomngh opportunities, we intend to
establish a network of customer/partner relatiqgusko complement our strengths and enhance ottyabilcreate value in a broader market.
We seek partners that bring complementary techmedpgroduction capability and market access. Aikgyedient in the strategic plan is to
work in partnership with a semiconductor producdbring a number of standards-compliant 3G ASIOné#oket.

- Leveraging Technology and Intellectual Propertgt®s into 3G Standards and Products. We have blsder in developing and promoti
key industry standards starting with 2G in the 0898 well as the recently proposed 3G standarchéleve this strategy enables us to
promote the adoption of our technology into newmdtads-based products, providing our customers tinmearket and other advantages.

- Licensing Intellectual Property Worldwide. Ouibstantial portfolio of patented TDMA and CDMA inw@ns is a unique asset. Access to
these inventions, and the technological know-hasy ttepresent, through licensing agreements hagpregluable to producers of wireless
devices who provide advanced services around thiielwBy continuing to build our licensing programe believe that we can capture
substantial value in the future.

- Providing Specialized Engineering Services. Werid to selectively enter into agreements to dgvidohnology for leading companies and
offer integration technology and implementationstasnce. Our goals
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are to stay in close touch with market demandg &akvantage of technology use opportunities, build our base of core technobogl add t
our portfolio of patented inventions.

Business Activities
Core Technology and Product Development

Through 1999, the Company was engaged in the dewelot, marketing, sales and servicing of WLL equéptrutilizing our technology. We
redirected our business plan in 1999. Driven byetimergence of the 3G market, intensified produdtgaite competition in the WLL market,
and a significant decline in demand worldwide fotM&ystems, we sought to enter into arrangementts kdy equipment providers involvi
3G technology and products. The proposed 3G teolgied incorporated wideband CDMA protocols as waelbther CDMA and TDMA
technologies. A significant part of our businestvéty involves the development of core technoldmyilding blocks for the two aspects of the
wideband CDMA protocol: Time Division Duplex (TD@nd Frequency Division Duplex (FDD) technologiese&uting on our business
plan, we entered into a strategic engineeringicglahip with Nokia in 1999 involving the developmef high data-rate 3G technology. In
1999, we also initiated a self-funded researchdevilopment effort to develop building blocks ftner components of the wideband CDMA
protocols included in the 3G Standard.

The TDD format operates by using a single frequdranyd to transmit signals alternately in the fohand reverse direction. In the TDD
scheme, the relative capacity of the forward andnse links can be altered in favor of one diracfiesually the forward). This is
accomplished by giving a greater time allocatiofotavard transmission intervals than reverse bycalling more time slots. This asymmetry
is useful for communication processes charactetizegnbalanced information flow. One important epéarof this technique is Internet
access in which users typically enter short messagd receive large information payloads. Impolyadue to the fact that only one carrie
used, frequency re-use is enhanced and plannsimified.

FDD supports two-way radio communication using @airadio frequencies. In the FDD format, one freqyesupports transmission from a
base station to a mobile terminal (the forward)liwkile the other frequency supports transmissiothé reverse direction. Because of the
paired frequencies, simultaneous communicatioroth Hirections is possible. This technique is ideahigh volume mobile voice traffic and
is the traditional cellular and PCS radio spectalimcation format. It is designed to be extremddxible, providing high-quality voice
transmission, along with high speed wireless I@eatcess and multimedia imaging.

Based on these core technology building blocksintead to develop 3G products for sale to telecomigations equipment manufacturers.
Those products could include ASICs, software andhined RF/Baseband boards, among others. Our tssgspien is to develop such
products either alone or through partnering retestiiops with appropriate companies. We expect o sgek to license the technology to third
parties on a royalty-bearing basis. (See "- PatrdtTechnology Licensing".)

We are currently targeting a TDD ASIC, as well aaldand tri-mode ASICs incorporating TDD functiabal The initial ASICs would be
targeted for mobile handsets; however, we mayetsend our TDD ASIC offering to the infrastructumarket segment.

We are also currently developing our next genemaiDD system-on-a-chip. Our engineering team islibging the technology for a system-
on-a-chip solution, including the complex softwarel specifications for the manufacture of ASICschtian be embedded into a range of
wireless products. The initial target product foe £DD



ASIC will be mobile handsets. The FDD developmédfdrewas initiated in 1999 following the completi@f our second generation FDD
system-on-a-chip (which we called our B-CDMA ASI@gveloped in conjunction with Texas Instruments, The B-CDMA ASIC was
designed for fixed wireless access products bul@yap-DD, TDD and wideband-CDMA technology compaiseithe B-CDMA ASIC has
been fabricated and successfully tested. This expar provides us with an important first step tah@eveloping a commercial FDD system-
on-a-chip solution since the B-CDMA ASIC alreadyntains a significant percentage of the technolagjiding blocks that will be used to
design our new FDD ASIC.

In the first half of 1999, we made a major shifour business strategy by dedicating our resounteshe emerging 3G market. As part of
that undertaking, we decided to discontinue thth&urrdevelopment and manufacture of WLL producke decision to move away from the
manufacture of WLL products was also driven bynstBed product and price competition and a shifivorld markets away from WLL
systems, among other things. Since that time, we baen winding down all remaining commercial agpetthat business.

InterDigital recorded expenses of $20.5 million7 £Lmillion, and $24.2 million during 1999, 1998a1097, respectively, related to all of its
research and of development efforts for TDMA, B-CBI&Ind 3G based product and technology developrRawenues recognized in 1999,
1998 and 1997 associated with development effoete \$13.9 million, $8.0 million and $4.4 millioreapectively.

At December 31, 1999, InterDigital's backlog ofensifor UltraPhone(R) telephone equipment and seswivas approximately $5.1 million.
All of this backlog is expected to be shipped i®@0Backlog as of December 31, 1998 was approxigndfie0 million.

The following table sets forth, for the periodsigaded, the revenues from each revenue categaypascentage of total revenues and gross
margins from product sales:

1999 1998 1997
Revenues:
Product Revenues 6.4% 6.8 % 88.0%
Licensing and Strategic Partner 93.6 93.2 12.0
Total Revenues 100.0% 100.0 % 100.0%

Revenues by customer geography are as follow$¢insands):

Year Ended December 31,

1999 1998 1997
u.s. $ 1,660 $1,873 $ 2,853
Non-U.S. 69,007 97,348 $46,983

$70,667 $99,221 $49,836

In 1999, 60% of InterDigital's revenue was from oustomer in Finland. An additional 26% of revemas from Japan. In 1998, more than
84% of total revenue was derived from our custoriredgapan. In 1997, 66% of revenues were from ladian Additionally, 6% of revenues
were from our Philippine customer and another 6%9%7 revenues were derived from our strategiapaih Korea.
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Strategic Engineering Services.

Based on the core competencies of our engineezang tesulting from research and development wollkOMA and wideband CDMA
technical areas dating back to the 1980s, we lelieat we are positioned to deliver valuable engjing services to companies seeking to
develop 3G compliant technologies and product enmbewlts. We anticipate that our engineering servicesd take on a number of forms.

Because the 3G market is in its early stage, wiewmthat we can help companies develop core téogyndor their 3G products. In the first
such arrangements, we entered into a strategioobmljy development agreement in February 1999 Witkia covering the development of
new technology for 3G wireless communications potsldesigned for high data rate applications, siscinternet access. The agreement
provides that we are to deliver technology buildigcks for Nokia to use in 3G wireless produdtsl$o provides that Nokia will fund the
project, maintain an active role in the developnpah and, when the development is complete, betahlise the technology in 3G products.
We will own the developed technology and will halre ability to license the technology to other camips, as well as design, manufacture,
sell and use products and components that uthieedsulting technology. Nokia has the right tonieate the agreement both for convenience
(with certain financial ramifications) and for caus

We anticipate offering a second form of strategigireering services in which we would assist eqeipnsuppliers in developing specific
products based on our existing TDD or FDD technpldgs part of this service, we would build upon thésting core technology and provide
our customers with technology integration and aggions engineering for their 3G products. We mlay develop reference designs which
the customer could use to customize their prodifetanticipate that while such services may bedatitato a wide number of companies,
target market for such services will typically e second and third tier producers.

The competitive landscape in this market is chamgimaditionally, most telecommunications compamiegelop product and application
designs in-house. While in-house engineering aneéldpment staffs, particularly at well-resourcednpanies, represent a competitive threat
to our strategic engineering services market giyatine shortage of qualified engineers, the neethdickground technology, and the fast pace
of market development, has created an opportuaitgdmpanies like InterDigital that can providedpaccess to both engineering talent and
relevant know-how. Other companies are competingigispace, seeking to provide comparable engimgservices. While these companies
may have qualified engineers and relevant know-hesvbelieve we have a competitive advantage over sampanies because of our deep
history in TDMA and CDMA technologies (which forrhe foundation of 3G technologies), and our systadhsemiconductor design
experience. Nonetheless, we cannot predict what t#unarket share, if any, that we will capturdtwé strategic engineering services market.

Patent and Technology Licensing

Since our inception, we have employed an aggregsivgram of acquiring and protecting of intelled¢tpeoperty. Our wholly-owned
subsidiary, InterDigital Technology Corporation QJ, currently holds approximately 137 United Statatents and approximately 345 fore
patents relating specifically to digital wirelessliotelephony technology (TDMA and/or CDMA) whickpére at various times beginning in
2004 and ending in 2015. ITC also has approximaBlgther patents, both in the United States ambmU.S. countries. ITC has also filed
approximately 76 United States and approximateBy f2teign patent applications relating primarilydarariously to the CDMA and TDMA
technologies. During 1999, ITC received 37 new p&ate22 in the United States (the majority of whiatre for CDMA inventions) and
applied for more than 50 new patents worldwide.'$Tfiatents have effective terms of up to 20 yaara the date of their first filing.

In 1992, we undertook a comprehensive patent lingraogram, the ultimate objective of which is tiealization of licensing revenues from
third party use of inventions underlying ITC's patportfolio. ITC believes that, in many instandésgnses for certain of its patents are
required in order for third parties to manufactanel sell digital cellular products in complianceahwT DMA-based standards currently in use
worldwide. Those standards



include, but are not limited to the, U.S Digitalll0iar (1S-54/136) the Global System for Mobile Comanication, the Pan- Asian Digital
Cellular Standard, Digital Enhanced Cordless Tadaghand Personal Handyphone System. Currently, musenanufacturers supply digital
cellular equipment conforming to such standards.

ITC offers non-exclusive, royalty bearing patenefises to telecommunications manufacturers thatifaeture, use or sell, or intend to
manufacture, use or sell, equipment that utiliaesextensive portfolio of intellectual property. Becember 31, 1999, ITC had granted 21
non-exclusive, non-transferable, perpetual, worthyroyalty-bearing licenses to use certain TDM#epts.

We also anticipate that we will be able to genesaaificant revenue from the licensing of patefots3G applications. Based on the standi
as adopted, we believe that we have a number ehfsathat are essential to the implementationlaffahe technology modes incorporated in
the existing 3G standards. We also expect that rooyr patents or to be issued patents will beroencially important in the actual product
implementation.

We have recently initiated active discussions eroddwide basis regarding the licensing of our CDIdétents. Our current license
agreements with Nokia, Siemens and Qualcomm dadectights under certain of our patents to manufacind sell products compliant with
3G standards, with some limitations. The Nokia Agnent is paid-up, generally, through the periodnduwhich Nokia and InterDigital are
engaged in the 3G development project. (See "{&fi@Engineering Services"). After such periodiracture is provided for determining
future royalty payments. All of our current essehgiatents for 3G standards are included undeNdiéa Agreement. The Siemens and
Qualcomm agreements are fully paid-up with regarthé rights granted, which includes certain rigitttdo 3G products. The Siemens
agreement does not include any rights under paissusig from patent applications filed after Debeml5, 1999. The Qualcomm license
agreement excludes, among other things, any rigider our patents as regards TDMA standards, ghysrunder our patent applications
filed after March 7, 1995, as well as patents nedpto cellular overlay and interference cancedlatiBased on these limitations, neither the
Siemens nor the Qualcomm agreement provides nigtdsr all the ITC patents which we believed to $seatial to 3G, or all of the
inventions which we believe will be essential arfdcl are contained in pending patent applicatidhg Qualcomm license agreement grants
Qualcomm the paid-up right to grant sublicensesundrtain of our patents to Qualcomm's customers.

In high technology fields characterized by rapidmde and engineering distinctions, the validity ealdie of patents are often subject to
complex legal and factual challenges and othernmio¢ies. Accordingly, ITC's patent claims are jgebto uncertainties which are typical of
patent enforcement generally. If any third partgcgssfully asserts that certain of our patent caane not valid or do not cover their prodt
or if the 3G standards were to change in a materéiner, or if products are implemented in a wahghat patents that we believe to be
commercially important are not infringed, InterDajis licensing potential and revenues could besesily affected. The cost of enforcing ¢
protecting the patent portfolio can be significant.

In that regard, we are currently in litigation wHhnicsson, Inc., which is seeking the court's datian that Ericsson's products do not infringe
ITC's United States TDMA patents, that certainTa€'’s United States TDMA patents are invalid and testain of ITC's United States

TDMA patents are unenforceable. Ericsson has aserted claims of tortious interference with coettral and business relations, defamation
and commercial disparagement, violation of ss. 4&fAhe Lanham Act, breach of contract directlyaera third-party beneficiary, and fraud
and negligent misrepresentation for which Ericsseeks an unspecified amount of actual damages, andtattorneys' fees. We are
vigorously contesting each of Ericsson's allegatidn addition, ITC has counterclaimed againstdsin alleging that Ericsson is willfully
infringing certain United States TDMA patents owrnsdI TC. ITC seeks a permanent injunction agaimgsson's infringement of these
patents, and an unspecified amount of actual aathpbary damages, costs and attorneys' fees. (&me3lt"Legal Proceedings. Ericsson".)

In addition to patent licensing, we have also bagtively engaged since 1994 in the licensing ofit@w both to companies with whom we
have had strategic relationships (including all@partners) and to other companies. Our initidittetogy transfer program involved our
proprietary B-CDMA technology, a wideband CDMA tectogy



initially adapted for WLL applications but with mitdo capability. In 1994, we entered into technoldiggnsing arrangement with Siemens
under which Siemens was provided access and userayalty-bearing basis, to our developed andetaidveloped B-CDMA technology. In
January 1996, we added Samsung as a licenseeobmtin B-CDMA technology and our UltraPhone prockrmmdw-how. Alcatel Espana
signed a license with us in 1998 for B-CDMA teclomyl. In 1999, both Siemens and Alcatel made cotpatacisions not to invest further in
the development of proprietary B- CDMA technology fixed wireless applications and to focus theemgies on the 3G market. In 1999, we
signed a technology transfer and licensing agreemitin Nokia for TDD technology. (See "- Businesstifities. Strategic Engineering
Services.")

Since 1992, we have generated approximately $28®@min patent royalty and technology licensingeaue.

The following table summarizes the technology aieaghich we granted licenses under our patentstacithology:

1S-54/136 GSM PHS

American Telephone & Telegraph ~ American Teleph one & Telegraph American Telephone & T elegraph
Hitachi, Ltd. Hitachi, Ltd. Denso Corporation

Hughes Network Systems Japan Radio Com pany Hitachi, Ltd.

Kyocera Corporation Kyocera Corpora tion lwatsu America, Inc.

Matsushita Electrical Co, Ltd. Matsushita Elec trical Company, Ltd. Japan Radio Company

Mitsubishi Electric Corp. Mitsubishi Elec tric Corporation Kokusai Electric Co., Ltd.

NEC Corporation NEC Corporation Kyocera Corporation

Nokia Corporation Nokia Corporati on Matsushita Electrical Company, Ltd.

Oki Electric Industry, Ltd. Oki Electric In dustry, Ltd. Mitsubishi Electric Co rporation

Pacific Comm. Sciences, Inc. Pacific Communi cation Sciences, Inc. NEC Corporation

Robert Bosch GMBH Robert Bosch GM BH Nokia Corporation

Samsung Electronics Co, Ltd. Samsung Electro nics Company, Ltd. Oki Electric Industry, Ltd.

Sanyo Electric Corp. Sanyo Electric Corporation Robert Bosch GMBH

Siemens AG Shintom Company Samsung Electronics Co mpany, Ltd.

Toshiba Corporation Siemens AG Sanyo Electric Corpora tion
Toshiba Corpora tion Sharp Corporation

PDC Shintom Corporation

American Telephone & Telegraph ~ TDD Technology Siemens AG

Denso Corporation Nokia Corporati on Toshiba Corporation

Hitachi, Ltd

Japan Radio Company B-CDMA Technolo ay 1S-95

Kokusai Electric Company, Ltd.  Alcatel Espana American Telephone & T elegraph
Kyocera Corporation Samsung Electro nics Co., Ltd. Nokia Corporation

Matsushita Electrical Co., Ltd.  Siemens AG Oki Electric Industry, Ltd.
Mitsubishi Electric Corp Qualcomm, Inc.

NEC Corporation DECT Siemens AG

Nokia Corporation Kyocera Corpora tion

Oki Electric Industry, Ltd. Matsushita Elec trical Co., Ltd. TETRA

Pacific Comm. Sciences, Inc Nokia Corporati on Japan Radio Company

Robert Bosch GMBH Siemens AG Matsushita Electrical Company, Ltd.
Samsung Electronics Co., Ltd. Sanyo Electric Co., Ltd Nokia Corporation

Sanyo Electronics Co., Ltd. Toshiba Corpora tion Siemens AG

Sharp Corporation

Siemens AG UltraPhone Product Kno w-How
Toshiba Corporation Samsung Electronics Co ., Ltd.
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Technical Standards Activity

The ITU has established a standard for 3G produais/n as IMT-2000. We have participated activelyhie 3G standards development
process, contributing a significant number of psgabconcepts and methodologies to the standardsshiodEurope and the United States. A
number of our contributions have been adopted amd@v part of the standard which will be implensehtvorldwide. Mr. Brian Kiernan,

one of our Senior Vice Presidents, is the Chaa task force under the Institute of Electrical &helctronic Engineers that develops standards
for wireless access systems. In addition, we amalmees of various standards bodies including the, 3@ Partnership Project (3GPP),
Telecommunications Industries Association (TIA)&tonics Industries Association (EIA), Europeate€emmunications Standards Instit
(ETSI), American National Standards Institute (ANSInd Association of Radio Industries and Busies$ARIB).

Employees; Research & Development Resources and Expses

As of March 1, 2000, InterDigital had approximat&§1 full-time employees. In addition, we use the/&es of consultants and part-time
employees. None of InterDigital's employees areasgnted by a collective bargaining unit. A breakdof InterDigital's fulltime employee
by functional area is as follows:

NUMBER OF
FUNCTIONAL AREA EMPLOYEES
Sales and Marketing 5
Customer Support 10
Manufacturing 10
Research and Development 126
Patent Licensing 11
Corporate and Administration 29
Total 191

As of March 1, 2000, InterDigital employed approzately 126 people whose primary responsibilities3Betechnology development, and
additionally utilizes the efforts of outside enginieg resources as well as engineering contribatfoom Nokia. Further development of
InterDigital's technologies is expected to reqaidelitional technical and administrative supportwa#i as additional marketing resources and
higher levels of sustained efforts for the nextesalyears. We have undertaken an aggressive &fortrease and retain our engineering
resources. The recruitment of personnel with tezdir@xpertise in wireless communications technoldgyelopment is highly selective and
competitive. In addition to recruiting high qual#yngineers, we intend to attempt to satisfy ourdasing need for engineering resources
through, among other things, consulting servicasfarther strategic relationships.

Executive Officers

The Executive Officers of InterDigital are:

NAME AGE POSITION

Howard E. Goldberg 54 Interim President and Pr esident of ITC

Richard J. Fagan 43 Executive Vice President and Chief Financial Officer

Joseph H. Gifford 54 Executive Vice President - Business Development

Mark Lemmo 42 Executive Vice President - Engineering & Product Operations
William J. Merritt 41 Executive Vice President , General Counsel and Secretary
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Charles "Rip" Tilden 46 Executive Vice President - Communications, Investor Relations and Strategic
Planning

Howard E. Goldberg was promoted to Interim Predide&eptember, 1999 from his prior position asdixize Vice President-Strategic
Alliances, which he has held since October, 1998.@bldberg also serves as President of ITC. Roidleecoming Executive Vice President,
he also held the positions of General Counsel @uilegary from May 1995 to October 1998. Mr. Goldjserved as Vice President, General
Counsel and Secretary from December 1994 to Ma.1198 served as an attorney in various consultitgfall time employment capacities
prior to that from April 1993, including the positi of Vice President - Legal Affairs and Associ@eneral Counsel, and served in various
financial and general business capacities priaetbe

Richard J. Fagan joined InterDigital as a SeniaeMPresident and Chief Financial Officer in Novem®98, and was promoted to Executive
Vice President in September, 1999. Prior to thatsérved as Controller and Treasurer of Quaker @agna Pennsylvania chemical
corporation, since 1994 and as Assistant Corp@ateroller of that corporation from 1993 to 1994.

Joseph H. Gifford was appointed to Executive VicesRlent, Business Development in April 1997. Ptiojoining InterDigital
Communications Corporation, Mr. Gifford held exéceitpositions at Motorola, Inc. from August 1993April 1997, where he was
responsible for business development and marketitite Wireless Access Systems Division.

Mark Lemmo was promoted to Executive Vice Presidengineering & Product Operations in October 199@viously, Mr. Lemmo had
been Vice President-Sales and Marketing since 1984 and Vice President of Engineering from Audgi#g1 to June 1994.

William J. Merritt was promoted to Executive ViceeBident in September 1999 and continues in thaaitypof General Counsel and
Secretary. Prior to that, he held the positionafi6r Vice President, General Counsel and Secrstacg October 1998 and Vice President -
Legal and Assistant Secretary since January 19988 joining InterDigital, from 1987 to 1996, MMerritt held a variety of positions in t
Legal Department for Long Island Lighting Compaayew York electric and gas utility company, thet laf which was Assistant General
Counsel responsible for all company litigation @odporate matters. Mr. Merritt was also Generalizelito that company's power plant
operation subsidiary, Dynamic Energy Services Cafian, since 1995.

Charles "Rip" Tilden was named Executive Vice Rtest-Communications, Investor Relations and Stratéianning of InterDigital in
March 1998. Prior to that, he held the positionSefior Vice President from May 1997 and Vice Riesi from November 1996 until May
1997. Before joining InterDigital, Mr. Tilden sedas Vice President, Corporate Affairs at Alco St Corporation in Wayne, PA, an
office products and paper distribution companycsiBecember 1994. Before moving to Alco Standand, TMden was Vice President,
Communications for GenCorp in Akron, OH, an aerospdefense, automotive and polymer products comfrany 1988 to 1994.

InterDigital's Executive Officers are elected te tiffices set forth above to hold office until theilccessors are duly elected and have
qualified. All of such persons are parties to agreets which provide severance pay benefits, amtmgr things, in certain events of
terminations of employment. These agreements giyneravide for the payment of severance up to aimam of one year's salary and up to
a maximum of one year's continuation of medical @muattal benefits. In addition, in the event of rnti@ation or resignation within one year
following a change of control, which is definedths acquisition, including by merger or consolidas, or by the issuance by InterDigital of
its securities, by one or more persons in one &etien or a series of related transactions, of nttwaa fifty percent (50%) of the voting power
represented by the outstanding stock of InterDiigite executive would generally receive two yezrsalary and the immediate vesting of all
restricted stock and stock options.
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Risk Factors

Item 1, "Business" and Item 7, "Management's Discusion and Analysis"

contained within this Annual Report on Form 10-Katzin forward-looking statements reflecting, amatiger things, (i) our strategic
objectives; (ii) analysts', industry observers' anderts' beliefs and forecasts as to the marketifeless products and services, 3G market
growth, and the timing of market development; diidqur current beliefs and expectations as toB&duct and technological capability, the
successful development and the applications fotexhmology and potential products, 3G markets,atehfor 3G products, timing of 3G
market development, applicability of standardsfemences of service providers, our ability to efén new business relationships, enter into
new licenses, bring 3G products to market, andrdelngineering services, our ability to derivearwes from our patents, our competition
and competitive advantages, and the effectivenfessrorear 2000 compliance. Words such as "shotliKely to", "expect”, "forecast",
"believe", "strategy”, "intend", "plan”, "targetifid'anticipate”, "project”, and "may seek", var@ts of such words, and words with similar
meaning or connotations are intended to identihdorward-looking statements.

Such statements are subject to risks and unceemi/e caution readers that important factoromecases have affected and, in the future,
could materially affect actual results and causeadcesults to differ materially from the resutepressed in any such forward looking
statement. You should not place undue reliancdeset forward-looking statements, which apply oasof the date of this report. Certain of
these risks and uncertainties are described irtgrdatail below. It should be noted that riskscdibgd as affecting one forward looking
statement may affect other forward looking stateimidn addition, other factors may exist that asedetailed below or that are not fully
known to us at this time. We undertake no obligatmpublicly update any forward-looking statememikether as a result of new
information, future events or otherwise.

Our Strategy Is Forward-Looking in Nature

Our strategy is forward-looking in nature and, ashs is inherently subject to risks and uncertagitMany factors, including the other Risk
Factors detailed below, could affect our potergaenues and profitability and our ability to ast@eur objective to become a premier
provider of innovative technology for advanced \dss communications products. For example, ourspgiaplace our strategic emphasis on
3G technology and products, to devote substargsaurces to the development of TDD and FDD teclgyltm market our FDD and TDD
components (including system-on-a-chip), our cdji#gsi and technology content, and generate sefficievenues from associated
engineering services could be affected by shiftsunstrategy, the ability to generate sufficietenues to support our development activities
(which could itself be affected by numerous facioduding, without limitation, the ability to se@inew and enforce existing license
agreements and the ability to enter into new gjiateslationships), unanticipated development cakificulties or delays in engineering
projects, failure to successfully enter into additil strategic relationships, our ability to susfely and timely complete engineering proje
our ability and the ability of our partners to sessfully market and sell 3G products, our abilithire or retain adequate personnel, Nokia's
exercise of its rights to terminate the developnpeaject for convenience, and the failure of therB&ket to materialize in the manner or
time frame anticipated.

Analyst and Market Predictions are Forward-Looking in Nature

Our market predictions, as well as, analyst, ingusbserver and expert predictions described inifel&'ss Telecommunications Industry
Overview" above, are forward looking in nature aaslisuch, are inherently subject to risks and uaicgies. Many factors could affect these
predictions including, but not limited to, the \dity of their and our assumptions, economic condgj customer buying patterns, timeliness
of equipment development, pricing of 3G productsitmued growth in telecommunications services Waild be delivered on 3G devices,
and availability of capital for infrastructure ingements. Also, the 3G market may not developeatdke or the pace that we or they predict.

13



Our Future Operating Results are Uncertain and Likdy to Fluctuate

Although we have experienced an increase in batbrmaes and profitability over the last two years,hvave experienced and may continue to
experience quarterly variability in operating résult is particularly difficult to predict the tiimg or amount of our strategic partner or license
revenues because (i) we may not be able to entteadditional strategic partnerships or licenseeagrents, either at all or on acceptable
terms; (ii) the negotiating cycles for partnersaip licensing agreements are lengthy and variggeally ranging between 6 months and 2
years prior to signing; (iiithe markets for our technologies are subject taregzhnological changes;

(iv) our markets are subject to increased compaetitiom other products and technologies and anremeats of new products and
technologies by our competitors; (v) we may expergedelays or difficulties in our technology deymtent efforts; and (vi) the strength of
our patent portfolio could be weakened through matbeing declared invalid, design-arounds, chat#®e standards, and adverse court
decisions; and (vii) we may be unable to adequaadyect our proprietary rights. Nevertheless, wseiour decisions regarding our operating
expenses on a combination of current cash balaammanticipated revenue trends. Because the baseofemany of our expenses are
relatively fixed, a delay in recognizing revenuenfra limited number of licenses transactions cealase our operating results to vary
significantly from quarter to quarter and coulduledn operating losses. To the extent these exggeare not followed by increased revenues,
our operating results will suffer. In addition, irased expenses which could result from factors asdncreased hiring and retention costs or
actions designed to keep pace with technology aodiyct market targets could adversely impact neam-profitability targets.

We Rely Heavily on our Relationships with Third Paties

We rely heavily on our relationship with Nokia a&tpof our 3G strategy. Our development agreeméhtMokia is terminable. In the event
Nokia were to terminate our development agreememimay, depending upon the circumstances, be céedpel terminate the developme
project. Following any such termination, our pasitas a 3G technology developer could be weakehéchwin turn, could adversely affect
our ability to enter into new relationships fortieology development.

The successful achievement of our objectives s jadstially dependent on our ability to enter inew strategic partnerships, including a
relationship with a semi-conductor manufacturerr failure to enter into such additional relationshieither on acceptable terms or at all,
could impair our ability to introduce our technoyoand resulting products. In addition, delays iteeing into such relationships could cause
us to miss critical market windows. (See "-Our Maskare Subject to Rapid Technological Change'ig, Tih turn, may adversely affect our
future revenue streams.

Further, our royalty revenue depends in part orpiréormance of our licensees to sell productsirfdtglity to deliver such products is
outside of our control.

We Have Substantial Global Competition

Competition in the wireless telecommunications stduis intense. We cannot assure you that webwilhble to successfully compete, or that
our competitors will not develop new technologiad aroducts that are more commercially effectivantbur own. We face competition from
companies providing services comparable to oursalsface competition from the in-house developgneams at telecommunication
equipment suppliers. Many of our competitors atestantially larger than we are, and have finantgghnical, marketing, sales, and
distribution resources greater than ours. In agldjtour customers may face competition from otBkErcommunication equipment provider:

is also possible that new competitors may ententheket.

Further, our ability to derive revenues from tleeilising of technology will depend in part on thecessful and timely development of our
technologies and in part on our ability to gainitiddal customers. Our competitive position carcbmpromised by the introduction of
superior technology or our delay in (or a compéstmore timely introduction of) relevant techngto¢See "- Our Markets are Subject to
Rapid Technological Change".)

In order to generate revenues and profits fromssallASIC products, we must continue to make sulbisteinvestments and technological
innovations, which are subject to a number of riskd uncertainties. Other digital wireless
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technologies, particularly cdma2000 and enhancealrdtes for global evolution (EDGE), are expedtede competitive with our own form
of wideband CDMA and we cannot assure you thatechinology will be selected by wireless servicevjaters for their networks. (See We
Need to Effect Further Technology & Product Devedent".) In addition, our semiconductor partner nhestble to provide competitive
priced products, and possess adequate manufacanéhdistribution networks.

We Need to Effect Further Technology & Product Deviepment

We may experience technical, financial or othefidifties or delays related to the further develeptof our technology. Delays can be
costly, and there can be no assurance that outagement effort will ultimately be successful. Fuathif such engineering efforts are not
successful or delays are serious, our existingpatehtial strategic relationships could suffert@se strategic partners could be hampered in
their marketing efforts of products containing technologies. This means that we could experieadeaed royalty revenues or lower roy:
revenues on such organizations' products contamimgechnology, or that we could miss a criticalrket window. (See "- Our Markets are
Subject to Rapid Technological Change".) FurtHfereg do not meet the material obligations underaantracts with our partners, the partner
could terminate the relationship and/or hold uklé&or breach. (See "-We Rely Heavily on our Relahips with Third Parties".) Moreover,
our technologies are in the development stagehamd not been fully tested in commercial use. paissible that they may not perform as
expected.

Our Markets are Subject to Rapid Technological Chage

The entire communications market in which we competharacterized by rapid technological changejufent product introductions and
evolving domestic and international industry staddaExisting technology and products become obsaled unmarketable when products
using new technologies are introduced and new inglagandards emerge. As a result, marketabilitythe potential life cycles of the
products and technologies that we are developingioabe assured and are difficult to estimateddition, new industry standards, falling
prices or technology changes may render the preduat/or technologies obsolete or non-competifieebe successful, we must continue to
develop new products and technologies that suadsetspond to such changes. We may not be alflarto strategic relationships, either at
all or on acceptable terms, to enable us to devalop new products and technologies. (See "-We Redyily on our Relationships with
Third Parties".) Even if we do, we may not be abletroduce such products or technologies sucalgsh a timely manner. Missing a
critical market window could reduce or eliminate ability to capitalize on the technology and proiduas to which the window applies.

These efforts will require continued significant@stment in research and development. We cannatreethat we will have sufficient
resources to make such investments, that we wildbe to make the technological advances necetsachieve these goals, or that the costs
of the acquired efforts will be acceptable. (S&¥e-Need to Effect Further Technology & Product Depment".) Our business, financial
condition and operating results could be materiadlyersely affected if we are unable to resporttiémeed for technological change or if
these products or technologies do not achieve rhadeeptance when released. (See "-Our Future @meResults are Uncertain and Likely
to Fluctuate".)

The Applicability of Our Patents to Industry Standards is Subject to Change

The ITU has developed a standard for 3G produatsvkras IMT-2000. A number of our contributions hé&een adopted and are now part of
the standard. However, we expect that the standére refined as equipment designs for 3G systaredinalized. Material changes to the
3G standard could adversely affect the applicabilftour patents to the standard. If the wireleskistry adopts 3G standards which are
incompatible with our technology or determines tootely on our intellectual property, this could/baa material adverse effect on our
business, results of operations, liquidity andricial position.
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In addition, we believe that, in many instancesenises for certain of ITC's TDMA patents are regfliin order for third parties to
manufacture and sell digital cellular productsampliance with the 1S-54-B/IS-136 Standard, thelaldSystem for Mobile Communication,
the Pan Asian Digital Cellular Standard, Digitahanced Cordless Telephone and Personal Handyplysiteng While we intend to
vigorously enforce and protect our intellectualgedy position against any infringement, we carassture you that the validity of our reley
patents will be maintained, or that any of our ptaevill be determined to be applicable to any déad. Such a finding would impair our
licensing opportunities as to those patents, whichld, in turn, adversely affect our receipt ofui revenues. (See "-We Rely on and May
Be Unable to Adequately Protect Our Proprietaryhi&igy)

We Rely On and May Be Unable to Adequately Profaat Intellectual Property Rights

Our business opportunities substantially depencdh tipe development of know-how and patent inventi@iasprotect these rights, we rely
primarily on a combination of patent laws, confitlality agreements with employees and third paréesl protective contractual provisions.
Despite our efforts to protect our proprietary tgjlunauthorized parties may copy aspects of @nt@ogy and information that we regarc
proprietary. Other parties may breach confidenyiagreements and other protective contracts imtichwe have entered. We may not have
adequate remedies in the event of such breacthdfute cannot assure you that the pending papgtications will be granted, or that our
existing or new patents will provide adequate o or coverage. (See "-The Applicability of QRatents to Industry Standards is Subject
to Change".)

In addition, the cost of defending our intellectpedperty has been and may continue to be signifiddoreover, third parties could
circumvent ITC's patents through design changey.diithese events could adversely affect our prasger realizing future income. (See "-
We Could Experience Unfavorable Results in Patéigdtion" below and "-Our Operating Results areckitain and Likely to Fluctuate"
above.)

From time to time, certain companies may also a#isat their patent, copyright and other intelletiproperty rights are also important to the
industry or to us. In that regard, from time todithird parties provide us with copies of theirgue relating to digital wireless technologies
and offer licenses to such technologies. We in émaluate such patents and the advisability ofinisig. such licenses. If any of our products
were found to infringe on protected technology,omald be required to redesign such products, lesash technology, and/or pay damages
to the infringed party. If we are unable to licepsetected technology used in our products andiimeicannot economically redesign such
products, we could be prohibited from marketinghspmducts.

We Could Experience Unfavorable Results in Patentitigation

Together with ITC, we are currently in litigatioritiv Ericsson over certain of ITC's patents. Duriihg course of such litigation (or in a future
yet unidentified and unfiled litigation), certaifld C's key patents could be declared invalid arinfringed. This could adversely affect ¢
competitive position and our ability to enter irtdditional licensing agreements and to realizenbogg revenues from current licensees. (See,
Item 3. "Legal Proceedings".)

Our License Agreements Contain Provisions whichl€tmpair Our Ability to Realize Licensing Revenues

Certain of our licenses contain "most favored meticand other provisions, applied on a going fodizasis only, which could, in certain
events, cause the licensee's obligation to paytiegado us to be terminated or suspended for definite period, with or without the accrual
of the royalty obligation. In addition, certain @ir licensees had, in the past, stated, among titimgys, that the outcome of a prior litigation
over ITC's patents materially impacted the royaltiee under their license agreements. While wewelhat these positions have been
meritless, similar positions could be assertedhéndvent that a licensee's obligation to pay r@gtb us in the future is either terminated or
indefinitely suspended or in the event that ITG&epts are held invalid or unenforceable or thistpm could be found to have merit. Such
positions
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taken could interfere with ITC's ability to secure@w licenses or to generate recurring licensingmee under the existing agreements. In
addition, ITC may have to incur expenses and stiffither delays to mediate, arbitrate and/or li#ggsuch assertions, with no assurance of
ultimate success. ITC's licensing opportunitiesadse affected by the increasing concentratiomefwireless industry, particularly as to
infrastructure, which results in a substantial jporof the licensing opportunities being concerttain a small number of non-licensed
manufacturers, many of whom are generally oppotsiagralidity of ITC's patents in multiple forums.

We Depend on Sufficient Engineering Resources

Competition for qualified and talented individualgh engineering experience in emerging technokdike wideband CDMA, is intense.
Further, none of the persons that we currently egnpte parties to agreements that require themolzige services to us for a minimum
period of time. Our success and ability to entér additional strategic or other relationships rdapend on our ability to attract and retain a
significant number of talented and qualified teclahpersonnel; and there can be no assurance ¢ghaililbe able to do so. The failure to
attract and retain highly qualified personnel cantérfere with our ability to undertake additiotethnology and product development eff
as well as our ability to meet our strategic obyjes.

Year 2000 Problems May Cause Engineering Difficulés or Delays

Although we have passed the January 1, 2000 amdi&@®t29, 2000 critical dates for experiencing Y2@00 related failures without
significant problems and we are not aware of argeinaling failures, it is possible that the full inapaf the date changes has not been fully
recognized. For example, it is possible that Y&fl(related issues may arise in the future, eltbeause they have not yet become apparent
to us or because future date changes trigger égilun addition, we could still be negatively aféetif third parties upon whom we rely are
adversely affected by the Year 2000 or similaréssu

We Face Risks From Our International Operations

We conduct business in foreign jurisdictions anthiioreign organizations. In doing so, we are stitfje the effects of government
regulations, tariffs and other applicable tradeibes, currency control regulations, political misility, potentially adverse tax consequences,
inability to enforce contractual commitments abraatd general delays in remittance and difficulti€sollecting foreign payments, among
other things.

We Face Risks From Economic Conditions

We and our customers face risks from economic ¢mmdi generally which affect, among other things, ability and willingness of
companies to invest in technological and produgetigpment, our need for working capital, and oweraie recognition.
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Item 2. PROPERTIES

InterDigital owns one facility, subject to a morgga with an aggregate of approximately 50,000 sgjteet of office, development,
warehousing and assembly facilities in King of BrasPennsylvania. In December 1996, InterDigitaéeed into a five-year lease for
approximately 67,000 square feet of office and tyraent facilities in Melville, New York. These féittes are the locations for our
wideband CDMA development activities.

ltem 3. LEGAL PROCEEDINGS
Ericsson

In September 1993, ITC filed a patent infringemeetton against Ericsson GE Mobile Communications, ("Ericsson GE"), its Swedish
parent, Telefonaktieboleget LM Ericsson ("LM Erios®%) and Ericsson Radio Systems, Inc. ("Ericssodi®a, in the United States District
Court for the Eastern District of Virginia (the 1Esson action") which was subsequently transfetoetie United States District Court for the
Northern District of Texas. The Ericsson actionkse jury's determination that in making, sellingusing, and/or in participating in tl
making, selling or using of digital wireless teleple systems and/or related mobile stations, Enichas infringed, contributed to the
infringement of and/or induced the infringemenedafht patents from ITC's patent portfolio. The Bsion action also seeks an injunction
against Ericsson from infringement and seeks urifipeclamages based upon the Court's determinafiarhat constitutes a reasonable
royalty for infringement, royalties, costs and atteys' fees. Ericsson GE filed an answer to thgiKfiia action in which it denied the
allegations of the complaint and asserted a Coclaier seeking a Declaratory Judgement that thetaskpatents are either invalid or not
infringed. On the same day that ITC filed the Es@s action in Virginia, two of the Ericsson Defenta Ericsson Radio and Ericsson GE,
filed a lawsuit against InterDigital and ITC in thaited States District Court for the Northern Bidtof Texas (the "Texas action™). The
Texas action, which involves the same patentsateathe subject of the Ericsson action, seeksdbe's declaration that Ericsson's products
do not infringe ITC's patents, that ITC's pateats,invalid and that ITC's patents are unenforeedliie Texas action also seeks judgment
against InterDigital and ITC for tortious interface with contractual and business relations, defiamand commercial disparagement,
Lanham Act violations. The Ericsson action andTbgas action have been consolidated. ITC agre#itetdismissal without prejudice of LM
Ericsson.

In December 1997, Ericsson Inc., the successoritsgon GE and Ericsson Radio, filed an actionreggdirC in the United States District
Court for the northern District of Texas (the "19B8%as action") seeking the court's declaratioh Enesson Inc.'s products do not infringe
two patents issued to InterDigital earlier in 1@&7continuations of certain patents at issue imthes action. Later that month, Ericsson Inc.
filed an amended Complaint seeking to include thesenew patents in the Texas action in an effoddnsolidate the two cases. In January
1998, both Ericsson Inc. and InterDigital and ITi€d motions requesting that Ericsson Inc.'s amér@emplaint be allowed and that the
1997 Texas action be dismissed, to which the Cagneed. In 1998, Ericsson Inc. filed a Motion fartial Summary Judgment, which was
denied by the Court in early 1999. Also in 199&, thnited States District Court for the Northerntbég of Texas granted InterDigital's
Motion to amend its Counterclaim by adding fouritiddal patents. During the third quarter of 19B%icsson Inc. filed for leave to file an
additional Amended Complaint to add causes of adtio breach of contract and fraud and negligestregiresentation. The Court granted
Ericsson's request. Fact discovery has been stiaditanoncluded. The "Markman" hearing is scheduie take place in April, 2000, where a
Special Master will make recommendations to therCasito the meaning of certain terms containdtiérpatents. InterDigital and ITC inte
to vigorously defend the Texas action. Howeveanij of ITC's patents are held invalid, ITC's lidagsopportunities and collection of royalty
revenues could be materially and adversely affected
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Product-Based Suit

On October 27, 1999, Cavalier Technologies and dtargs Ltd. ("Cavalier") filed suit against usthre United States District Court of the
Eastern District of Pennsylvania for breach of cacttto team to supply and for breach of contrastupply UltraPhone systems in Kenya and
for fraudulent representations as to our futureglfar the UltraPhone business. Concurrently wWithfiling of its Complaint, Cavalier filed a
request for a Temporary Restraining Order and @dvidor a Preliminary Injunction to prevent us framipping any of our remaining
inventory of UltraPhone equipment to other custam&he Court denied the TRO application, and sdleeda preliminary injunction hearing.
In December, 1999, the Court issued a bench rdémnying Cavalier's motion for a preliminary injuioct on the grounds that Cavalier had
failed to demonstrate irreparable harm. Cavaliatiooes to seek damages and injunctive relief. Wieigate that the trial will be set for later
in 2000. We have asserted a damages counterclaipasb due balances.

Other

ITC has filed patent applications in numerous fgmetountries. ITC is and expects from time to timée subject to challenges with respe:
its patents and patent applications in foreign toem ITC intends to vigorously defend its patehtswever, if any of ITC's patents or
applications are revoked, ITC's patent licensingoofunities in the relevant foreign countries, godsibly in other countries, could be
materially and adversely affected.

In addition to litigation associated with patenfanement and licensing activities and the litigatdescribed above, InterDigital is a party to
certain other legal actions arising in the ordinemyrse of its business. Based upon informatioeguiy available to InterDigital, InterDigital
believes that the ultimate outcome of these otbgoms will not materially affect InterDigital.

Iltem 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
None.
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PART Il
Item 5. MARKET FOR COMPANY'S COMMON EQUITY AND RELA TED STOCKHOLDER MATTERS

The following table sets forth the range of thehhégnd low sales prices of InterDigital's Commoncgtas reported by the American Stock
Exchange.

High L ow
1999
First Quarter 6 15/16 4 1/8
Second Quarter 53/4 4 1/16
Third Quarter 6 3/4 4 1/4
Fourth Quarter 82 5 5/16
High L ow
1998
First Quater 6 3/16 2 9/16
Second Quarter 77116 5 3/16
Third Quarter 57/8 2 11/16
Fourth Quarter 67/8 3

As of March 24, 2000, there were approximately @,B6lders of record of our Common Stock.

We have not paid cash dividends on our Common Stioade inception. It is anticipated that, in theekeeable future, no cash dividends will
be paid on our Common Stock and any cash otheawvigitable for such dividends will be reinvesteaim business. The payment of cash
dividends will depend on our earnings, the priatidBnd requirements on our remaining series ofdPredl Stock and other Preferred Stock
which may be issued in the future, our capital neguents and other factors considered relevantipyBoard of Directors.

Changes in Capitalization

In March 2000, we amended our Shareholder Riglas,RIriginally adopted in December 1996, in a nundbeespects. Under the Plan, a
distribution of one right for each outstanding coamshare of the Company has been made. Each rigtiee the shareholder, subject to the
terms of the Plan, to purchase one one-thousaridtlsioare of Series B Junior Participating PreteBtock at a purchase price of $250 per
share unit, subject to adjustment. Initially, tights attach to certificates representing sharesitsdtanding common stock, and no separate
rights certificates are distributed. The rightslwilly separate from the common stock after thestiiliution Date", which will occur upon (i)
the earlier of (A) ten business days following &aliest of the date of a public announcementddie the Company first learns of such
acquisition, or, in certain limited circumstance date of such acquisition, that a person orgafiaffiliated or associated persons (other
than the Company, any of its subsidiaries or artheif employee benefit plans) (such person orgiming defined as an "Acquiring
Person") has acquired, obtained the right to aequiotherwise obtained beneficial ownership imtéd circumstances, beneficial ownership
can be deemed if such person or group possesseg potver over shares arising from a proxy, evesvbcable, given in response to a pt
or consent solicited by or on behalf of such pemogroup and in furtherance of such person's augs publicly announced intention to
acquire control over the Company or
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over all or substantially all of the assets or ktotthe Company) of 10% or more of the then ouiditag shares of Company Common Stock;
(B) ten business days following the commencemeattehder offer or exchange offer that would reisudt person or group beneficially
owning 10% or more of the then outstanding shaf€ompany Common Stock; and (C) ten business diédgsanonexempt person or groi
publicly announces an intent to acquire controlrdlie Company and proposes in a proxy or consdigitation to elect such a number of
directors which, if elected, would represent a mgjmf the directors when compared with the Indegent Directors continuing to serve on
the Board of Company, or (ii) such later date ag bedetermined by action of a majority of the Ipeledent Directors of the Board prior to
the occurrence of any event specified in (i) abd\e= determination of beneficial ownership gengrakcludes options to purchase shares
shares acquired from the Company pursuant to dtaskd plans for employees and directors. In geriaréde event that the Company is
acquired in a merger or other business combinati@naction, each holder of a right will have tight to receive, upon exercise, units of
Preferred Stock (or, in certain circumstances, CamggCommon Stock, cash, property, or other seesrdaf Company) having a current
market value equal to two times the exercise fdbe Right.

The full text of the March 2000 amendments is eghfas Amendment No. 3 to the Shareholder Riglas, Rvhich is attached as Exhibit 4.4
hereto. In all other respects not inconsistent Withforegoing, a summary of the other provisiohsuch Shareholder Rights Plan is contai
in the Form 8-A filed by the Company on Januar$297.
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Item 6. SELECTED CONSOLIDATED FINANCIAL DATA

The information set forth below should be readanjanction with the Consolidated Financial Statetaemd notes thereto, and the other
financial information included elsewhere in thigfal0-K, as well as "Management's Discussion analysis of Financial Condition and
Results of Operations" herein.

Year Ended December 31,

Consolidated Statement of Operations Data 1999 1998 1997 1996 1995
(In thousands, except per share data) e -—--
Revenues:
Product and Services $ 4,496 $ 6,751 $ 43,854 $ 24,974 $ 16,581
Licensing and Strategic Partner 66,171 92,470 5,982 28,719 67,693
Total Revenues 70,667 99,221 49,836 53,693 84,955
Net income (loss) before preferred dividends 26,706 36,968  (34,267) (11,644) 34,605
Net income (loss) applicable to common $ 26,451 $ 36,713 $(34,523) $(11,904) $ 34,340
shareholders
Net income (loss) per share - basic $ 055 $ 076 $ (0.72) $ (0.26) $ 0.78
Net income (loss) per share - diluted $ 052 $ 075 $ (0.72) $ (0.26) $ 074

Weighted Average number of shares outstanding
- basic 48,357 48,380 48,166 46,462 43,925

Weighted Average number of shares outstanding
- diluted 50,495 48,771 48,166 46,462 46,503

Consolidated Balance Sheet Data (in thousands):

Cash and cash equivalents $ 14,592 $ 20,059 ¢ 17,828 $ 11,954 $ 9,427
Short Term Investments 68,550 32,218 7,976 43,063 55,060
Working capital 95,498 54,752 22,903 57,076 59,008
Total assets 126,571 99,523 69,363 112,636 83,167
Long Term Debt 3,005 3,772 4,460 5,011 1,061
Accumulated deficit (133,588) (160,039) (196,752) (162,229) (150,325)
Total shareholders' equity 109,507 75,808 38,505 72,507 62,440
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Item 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS
OVERVIEW

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

We commenced operations in 1972. Since that tineehawe been primarily engaged in research and alevent activities related to wireless
digital communications technology, principally TDM&#ad CDMA technologies. We have established a anhat and significant library of
patents and technology know-how related to sudmiglogies.

Through 1999, we were also engaged in the developmmarketing, sales and servicing of WLL equipmtilizing our technology. We
developed, marketed and sold a TDMA-based WLL sydtademarked the "UltraPhone(R)" system. We atselbped a CDMA-based
WLL system, trademarked the "Truelink(TM)" systemhich utilized wideband CDMA technology. As partafr WLL development and
marketing efforts, we entered into strategic aimagreements with Siemens AG (in 1994), Samsuegtriéhics Co., Ltd. (in 1996), and
Alcatel Espana (in 1998) involving the Companysppretary B-CDMA WLL technology.

In the first half of 1999, we made a major shifbimr business strategy by dedicating our resounteshe emerging 3G market. As part of
that undertaking, we decided to discontinue thth&rrdevelopment and manufacture of WLL producte d@ecision to move away from the
manufacture of WLL products was further driven biensified product and price competition in the Whharket, and a significant decline in
demand worldwide for WLL systems. As part of ouiftskve sought to enter into arrangements with &guipment providers involving 3G
technology and products. The proposed 3G techreddgcorporate wideband CDMA protocols as welltag ocCDMA and TDMA
technologies. Industry analysts project that the&t 8G products and services will be introducedapan in 2001, with services being offere
other parts of Asia, Europe and North America tigfmut this decade. The study group for Internatideéecommunications Union formally
adopted the 3G standards in 1999, solidifying washebCDMA as one of the fundamental technologieS€ar

Executing on our business plan, we entered intea¢éegic engineering relationship with Nokia in 998volving the development of high
data-rate technology. As part of the Nokia agrednvea will retain ownership rights over the tectom} we develop for Nokia. Also,
included in the agreement were certain TDMA and GDIMenses which are paid up generally throughptegect period. The agreement a
provides a structure for determining patent roypllyments thereafter.

In 1999, we also initiated a self-funded researath @development effort to develop building blocks F®D technology, another component of
the wideband CDMA protocols included in the 3G 8tad. The FDD program builds off of our extensi®BMA development efforts.

We plan to market system-on-a-chip ASICs and coraptsrelated to our FDD and TDD technology to eongipt producers worldwide. We
also plan to generate revenues from the licenditigeoTDD and FDD technologies and patents to tpadies, as well as providing
specialized engineering services to equipment preducentered around these technologies. Ounatailderive future revenues will be
affected by other factors detailed elsewhere is firinual Report. (See "ltem 1. Business. Risk Fattoelow.)

As a result of the decline in the rural fixed anidetess access market and the anticipated emergér3 standards in 1999, we ceased
further development and sales activities with rdgarWLL equipment. In 1999, Siemens withdrew froor B-CDMA development project.
In April 1999, Alcatel informed us that it was alsithdrawing from our B-CDMA development projech the same basis. As a result of
Alcatel's and Siemens' decisions as well as our @asgessment of the WLL market, we decided to reduceesource commitment to B-
CDMA development.

In 1999, we also decided to discontinue the martufaof the UltraPhone system. We sustained siarifilosses over the life of the
UltraPhone Product line due to our inability to iaele sufficient sales volumes and the need to naati
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to consistently upgrade and eagineer the product, at significant expense. Wieetxfinal shipments will be completed by June 280&hict
point we expect to exit the business.

Going forward over the course of the next few yearsexpect the variability in our revenues andiseguently, our cash flow to continue
to the timing and amount of sales by our TDMA aridMA licensees. We expect to continue to experieraresiderable fluctuations in
quarterly and annual operating results in the futiue to variations in the amount and timing obgegttion of TDMA and CDMA license,
royalty and development fees. (See Item 1. "Businesk Factors".)

FINANCIAL POSITION, LIQUIDITY AND CAPITAL REQUIREME  NTS

We generated positive cash flows from operatiniyities of $24.2 million in 1999 compared to $3@nlllion in 1998. The decrease
principally resulted from lower net income levetgamed in 1999.

Net cash flows used in investing activities incegh® $35.5 million in 1999 from $27.5 million i®48. This increase was due mainly {
higher level of additional investment of funds hrog-term, highly liquid securities ($36.3 milliam 1999 versus $24.2 million in 1998) offset
in part by a 1999 reduction in long-term depositsaddition, investments in property and equipneerd patents were $2.9 million in 1999 as
compared to $3.6 million in 1998.

During 1999, net cash provided by financing adggitwas $6.1 million as compared to $0.4 millioedis 1998. The increase in 1999
primarily resulted from net proceeds of $12.4 roiilirelated to option and warrant exercises an&mployee stock purchase plan. This was
partially offset by the use of $5.4 million to rephase approximately 1.0 million common shares uadghare repurchase program.

As of December 31, 1999, we had $83.1 million gficaash equivalents and short-term investmentspaced to $52.3 million as of
December 31, 1998. Our working capital increase@4%.7 million to $95.5 million at December 31, 9F8om $54.8 million at December
31, 1998 mainly as a result of the receipt of damm licensing agreements as well as reductiomeferred revenues and current payables.

We are capable of supporting our operating requerésduring 2000 through internally generated fusti®uld the need arise to fund new
development activities, contingency resolutiongexal growth activities or other matters, we masksinancing through bank facilities or t
sale of debt or equity securities.

We believe that our investment in inventories at&meber 31, 1999 is realizable based on expectédgsptices and order volumes. Property
and equipment are currently being utilized in omigwing business activities, and we believe thahdditional write-downs are required at
this time due to lack of use or technological obsoénce. With respect to other assets, we belateahe value of our patents is at least equal
to the value included in the December 31, 1999rualsheet.

RESULTS OF OPERATIONS
1999 Compared With 1998
Revenues

Revenues in 1999 totaled $70.7 million, compare®9®.2 million in 1998. The decrease relates el amount of licensing revenue. In
1999, InterDigital recognized $42.8 million in ndieenses, $14.0 million in engineering servicesdivategic partners, $9.5 million from
recurring royalties and $4.4 million in product eewes. In 1998, new licensee revenue was $83.bmiitrategic partner revenue was $8.0
million, recurring royalties were approximately @illlion and product revenues were $6.8 million.
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Cost of Product

Cost of product revenues decreased 67% to $5.Bbbmfllom $17.6 million in 1998. The decrease rafiatecreased product sales as well as
the impact of a write-down of inventory of $7.9 lwih in 1998. We experienced negative gross margim®th years as there were
insufficient product sales to absorb manufactudagrhead.

Other Operating Expenses

Other operating expenses include sales and magketipenses, general and administrative expensesitpadministration, and development
expenses.

Sales and marketing expenses decreased 6% to $Bo® miuring 1999 as compared to $3.9 million i@9B. The decrease is primarily due to
decreased sales commissions and decreased mar&etivity for the UltraPhone product.

General and administrative expenses for 1999 isextd3% to $7.8 million from $5.4 million in 1998alin part to staffing level changes i
higher compensation costs associated with resdritieck grants.

Patents administration and licensing costs decde2% to $5.3 million as compared to $11.1 milliori998. We incurred less costs such as
commissions and other expenses related to ouiitédigupporting our licensing program, and recedarertain expenses related to an
ongoing patent litigation with Ericsson. In Febrguaf 2000, InterDigital and its insurers definee tihhethod, timing and limitations of
reimbursement for covered litigation expenses.

Development costs increased 19% to $20.5 milliomf§17.2 million in 1998. This increase reflects tamp up of development costs
associated with launching the 3G projects.

Repositioning

In the second quarter of 1999, we recorded ggreepositioning charge of $1.2 million in connentwith a change in our strategy from s:
and development of wireless local loop productettinology development for advanced wireless agiptins. This action was taken after
assessing our long term business prospects assberih continued investment in the developmenwiogless local loop systems. The
repositioning charge included costs associated wittkforce reductions (approximately 27 employem®) asset impairment charges related
to wireless local loop development equipment. Toragonents of the repositioning charge included isse and other benefit costs of $0.4
million, all of which were paid in 1999, and asgepairment charges of $0.8 million for fixed ass&tsociated with wireless local loop
activities. Management's efforts with respect is fHan are substantially complete.

Other Income and Expense

Interest Income for 1999 was $3.9 million as coredap $2.6 million in 1998 as a result of higheermage invested cash in 1999 as compared
to 1998. Interest expense was $0.3 million in 1€@®pared to $0.4 million in 1998 due to lower ollatabt in 1999 as compared to 1998.

1998 Compared With 1997
Revenues.

Revenues in 1998 increased 99% to $99.2 milliomf$49.8 million in 1997 due to the significant iease in licensing and strategic partner
revenue. In 1998, licensing and strategic parteeemue included $83.5 million from new and exislingnse agreements, approximately $1
million in recurring royalties, $4.6 million fromlgatel, and $3.4 million from Samsung. In 1997efising and strategic partner revenue

included $1.6 million in recurring royalties, thiadl $1.6 million of strategic partner revenue fr&emens, and $2.8 million from Samsung.
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Cost of Product

Cost of product decreased in 1998 to $17.6 milliom $41.9 million in 1997. The decrease is dirgatllated to the decrease in product s:
In 1998, there were insufficient product saleskiscsb manufacturing overhead and increases in foweneserves resulting in a negative
gross margin of 160.4% as compared to a positisesggmargin of 4.4% in 1997. In 1998, InterDigietorded charges totaling $7.9 millior
reduce the carrying value of its inventory of Uithone components to its net realizable value dedess inventories resulting from the
cancellation of the Myanmar contract.

Other Operating Expenses

Other operating expenses include sales and magketipenses, general and administrative expensesitpadministration, and development
expenses.

Sales and marketing expenses decreased 47% ton#Ba® during 1998 as compared to $7.3 millionli®97. The decrease was primarily
to decreased sales commissions and decreased imguéetivity for the UltraPhone product.

General and administrative expenses for 1998 deede24% to $5.4 million in 1998 from $7.2 millian1997. The decrease was due to cost
management and a reduction in workforce in ear§819

Patents administration and licensing costs incit@48% to $11.1 million from $5.1 million in 199¥he increase was primarily due to
increased activities related to the generationcehking revenue and the protection and enforcenfdnterDigital's patent portfolio.

Development costs decreased 29% to $17.2 millidr®88 from $24.2 million in 1997. The decrease pmarily due to reduced
development of InterDigital's UltraPhone system &mnthe timing of certain B-CDMA related developrherpenses.

Other Income and Expense.

Interest income for 1998 increased 24% to $2.5onilfrom $2.1 million in 1997 due to higher averageested cash balances during 1998.
Interest expense of $.4 million was approximathl s¢ame in 1998 and 1997.

Year 2000

During 1999, we implemented a Year 2000 compligsrogram, consisting of auditing assessing, remiedjatesting, and contingency
planning, to ensure that our IT and non-IT systeassyell as the systems of third parties, woulatfiam properly when the calendar changed
from December 31, 1999 to January 1, 2000. Therprogovered both systems operated by us as wsjlséems operated by third parties
that we considered to be material to our operatimtotal, we have spent approximately $0.3 millio external costs on this program,
primarily to upgrade non-compliant hardware andveafe and the cost of our consultant. We do noeeip incur any significant additional
costs related to Year 2000 compliance.

We did not experience any significant malfunctiongrrors in our operating or business systems winedate changed from 1999 to 2000.
Based on operations since January 1, 2000, we dexpect any significant impact to our ongoing bess as a result of the "Year 2000
Issue." We are not currently aware of any significéear 2000 or similar problems that have arisertird parties upon which we rely. (See
Item 1. Business. Risk Factors. Year 2000 Problgiang Cause Engineering Difficulties or Delays.")
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Item 8. INTERDIGITAL COMMUNICATIONS CORPORATION AND  SUBSIDIARIES INDEX TO CONSOLIDATED
FINANCIAL STATEMENTS
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Notes to Consolidated Financial Statements 34
SCHEDULES:
Schedule Il - Valuation and Qualifying Account s 51

All other schedules are omitted because they dresgaired, are not applicable or equivalent infation has been included in the financial
statements and notes thereto.
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REPORT OF INDEPENDENT PUBLIC ACCOUNTS
To InterDigital Communications Corporation:

We have audited the accompanying consolidated balsineets of InterDigital Communications Corporati Pennsylvania corporation) and
subsidiaries as of December 31, 1999 and 1998thencklated consolidated statements of operatgh@seholders' equity and cash flows for
each of the three years in the period ended DeceBihd 999. These financial statements and thedstbeeferred to below are the
responsibility of the Company's management. Oyarsibility is to express an opinion on these fiahstatements and schedule based on
our audits.

We conducted our audits in accordance with audi&tagdards generally accepted in the United Statesse standards require that we plan
and perform the audit to obtain reasonable assarabout whether the financial statements are fregaterial misstatement. An audit
includes examining, on a test basis, evidence stipgdhe amounts and disclosures in the finarstatements. An audit also includes
assessing the accounting principles used and &ignifestimates made by management, as well asatirgj the overall financial statement
presentation. We believe that our audits providesaonable basis for our opinion.

In our opinion, the financial statements referedlbove present fairly, in all material respedts, financial position of InterDigital
Communications Corporation and subsidiaries asemfdinber 31, 1999 and 1998, and the results of dpeirations and their cash flows for
each of the three years in the period ended DeceBihd 999, in conformity with accounting principlgenerally accepted in the United
States.

Our audit was made for the purpose of forming ainiop on the basic financial statements takenaba@le. The schedule listed in the index
of financial statements is presented for purposesmplying with the Securities and Exchange Consioiss rules and is not part of the basic
financial statements. This schedule has been gekij¢éa the auditing procedures applied in the anfdite basic financial statements and, in
our opinion, fairly states in all material aspeéis financial data required to be set forth theneirelation to the basic financial statements
taken as a whole.

Arthur Andersen LLP

Philadelphia, PA
February 7, 2000
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REPORT OF MANAGEMENT

Management is responsible for the consolidatedhirz statements and the other financial informrationtained in this Annual Report. The
financial statements have been prepared in accoedaith generally accepted accounting principlassaered by management to present
fairly the company's financial position, resultsoplerations and cash flows. The financial statemigitiude some amounts that are based on
management's best estimates and judgements.

To provide reasonable assurance that assets agusafied against the loss from unauthorized udeposition and accounting records are
reliable for preparing financial statements, managi@ maintains a system of accounting and othetraisnEven an effective system of
internal controls, no matter how well designed, inagrent limitations, including the possibility bfiman error and the circumvention or
overriding of controls. Accordingly, even an efigetsystem of internal controls can provide onlgsenable assurance with respect to
financial statement preparation and safeguardirasséts. The system of accounting and other cenfra@bntinually assessed, modified and
improved, where appropriate and cost effectiveegponse to changes in business conditions andtapes and recommendations made by
the independent auditors.

The financial statements have been audited bydhgany's independent auditors, Arthur Andersen lihRccordance with generally
accepted auditing standards. Their report is pteddmerein.

Howard E. Goldberg
Interim President

Richard J. Fagan
Executive Vice President and Chief Financial Office

King of Prussia, Pennsylvania
March 29, 2000
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INTERDIGITAL COMMUNICATIONS CORPORATION AND SUBSIDI ARIES
CONSOLIDATED BALANCE SHEETS
(in thousands, except per share data)

DEC EMBER 31,
ASSETS 1999 1998
CURRENT ASSETS:
Cash and cash equivalents $ 14,592 $ 20,059
Short term investments 68,550 32,218
Accounts receivable, net 10,884 14,983
Inventories 3,092 5,102
Other current assets 11,625 3,056
Total current assets 108,743 75,418
Property, plant and equipment, net 7,393 9,697
Patents, net 9,723 9,948
Long term deposits 284 2,934
Other 428 1,526
17,828 24,105
$ 126,571 $ 99,523

TOTAL ASSETS

LIABILITIES AND SHAREHOLDERS' EQUITY

CURRENT LIABILITIES:
Current portion of long term debt $ 446 $ 723
Accounts payable 2,454 5,973
Accrued compensation and related expenses 4,326 2,959
Deferred revenue 69 3,936
Foreign and domestic taxes payable 1,093 2,249
Other accrued expenses 4,857 4,826
Total current liabilities 13,245 20,666
LONG TERM DEBT 2,559 3,049
OTHER NON-CURRENT LIABILITIES 1,260 -
17,064 23,715

TOTAL LIABILITIES

COMMITMENTS AND CONTINGENCIES (NOTES 9 AND 10)

SHAREHOLDERS' EQUITY:
Preferred Stock, $ .10 par value, 14,399 shares authorized- $2.50 Convertible

Preferred, 99 shares issued and outstanding 10 10
Common Stock, $.01 par value, 75,000 shares auth orized,

50,985 shares and 48,427 shares issued and o utstanding 510 484
Additional paid-in capital 249,976 235,631
Accumulated deficit (133,588) (160,039)
Unearned Compensation (1,769) -

115,139 76,086

Treasury stock, 1,042 and 50 shares held at cost 5,632 278
Total shareholders' equity 109,507 75,808
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $ 126,571 $ 99,523

The accompanying notes are an integral part oktetements.
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INTERDIGITAL COMMUNICATIONS CORPORATION AND SUBSIDI ARIES
CONSOLIDATED STATEMENTS OF OPERATIONS
(in thousands, except per share data)

YEAR ENDED DECEMBER 31,

1 999 1998 1997
REVENUES:
Product revenues $ 4,496 $ 6,751 $ 43,854
Licensing and alliance 6 6,171 92,470 5,982
7 0,667 99,221 49,836
OPERATING EXPENSES:
Cost of product 5,876 17,577 41,914
Sales and marketing 3,614 3,864 7,276
General and administrative 7,761 5,434 7,189
Patents administration and licensing 5,330 11,145 5,102
Development 2 0,481 17,166 24,248
Repositioning charges 1,213 - -
4 4,275 55,186 85,729
Income (loss) from operations 2 6,392 44,035 (35,893)
OTHER INCOME (EXPENSE):
Interest income 3,883 2,561 2,070
Interest and financing expenses (323) (367) (410)
Income (loss) before income taxes 2 9,952 46,229 (34,233)
INCOME TAX PROVISION ( 3,246) (9,261) (34)
Net income (loss) 2 6,706 36,968 (34,267)
PREFERRED STOCK DIVIDENDS (255) (255) (256)

NET INCOME (LOSS) APPLICABLE TO COMMON
SHAREHOLDERS $2 6,451 $ 36,713 $(34,523)

EARNINGS PER SHARE
Basic $ 0.55 $ 0.76 $ (0.72)

Diluted $ 0.52 $ 0.75 $ (0.72)

AVERAGE COMMON SHARES OUTSTANDING
Basic 4 8,357 48,380 48,166

Diluted 5 0,495 48,771 48,166

The accompanying notes are an integral part okteegements.
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INTERDIGITAL COMMUNICATIONS CORPORATION AND SUBSIDI
CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY
(in thousands except per share data)

C
Pre

BALANCE, DECEMBER 31, 1996

Exercise of Common Stock options

Exercise of Common Stock warrants

Dividend of Common Stock and cash to
$2.50 Preferred shareholders

Sale of Common Stock under Employee
Stock Purchase Plan

Net loss

BALANCE, DECEMBER 31, 1997

Exercise of Common Stock options

Dividend of Common Stock and cash to
$2.50 Preferred shareholders

Sale of Common Stock under Employee
Stock Purchase Plan

Treasury Stock Acquired

Net income

BALANCE, DECEMBER 31, 1998

Exercise of Common Stock options

Exercise of Common Stock warrants

Dividend of Common Stock and cash to
$2.50 Preferred shareholders

Sale of Common Stock under Employee
Stock Purchase Plan

Issuance of Restricted Common Stock

Amortization of unearned Compensation

Treasury Stock Acquired

Net income

BALANCE, DECEMBER 31, 1999

$2.50

Additional

onvertible Common Paid-In  Accumulated
ferred Stock Stock Capital Deficit Com

$10  $481 $234,245 $(162,229) $
- - 17 -

- - 18 -

- - 92 (256)

- 1 393 -

- — - (34,267)

10 482 234,765 (196,752)

- 1 479 -

- - 53 (255)

- 1 334 -

- - -~ 36,968

10 484 235631 (160,039)

- 17 9,536 -

- 5 2,504 -

- - 87 (255)

- 1 324 -

- 3 1,894 -

S < 28706

$10 $510 $249,976 $(133,588) $

ARIES

nearned Treasury
pensation Stock Total

- - $72,507

e 4
- - 18

-~ (164)

- - 304
— - (34,267)

- ~  (202)

- ~ 335
(278)  (278)

- (278) 75,808

-- - 9,553
-- - 2,509

- ~  (168)

B 7i
(1897) - -
128 -~ 128
-~ (5,354) (5,354)
—~ -~ 26,706

(1,769) $ (5,632) $109,507

The accompanying notes are an integral part oktetements.
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INTERDIGITAL COMMUNICATIONS CORPORATION AND SUBSIDI ARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)

YEAR ENDED DE CEMBER 31

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income $ 26,706 $36,9 68 $(34,267)
Adjustments to reconcile net income to net
cash provided by operating activities-

Depreciation and amortization 4,670 4.6 29 4,855
Deferred revenue (3,867) (3,1 21) (4,003)
Amortization of unearned compensation 128 - -
Repositioning charges 1,213 - -
Decrease (increase) in assets-

Receivables 4,099 (11,9 25) 10,863

Inventories 2,010 7.1 82 1,579

Other current assets (8,569) 2 78) 1,846
Increase (decrease) in liabilities-

Accounts payable (3,519) 2,2 50) (6,904)

Accrued compensation 1,050 39 632

Other accrued expenses 35 1.1 23) 1,555
Net cash provided by (used in) operating activities 23,956 30,1 21 (23,844)

CASH FLOWS FROM INVESTING ACTIVITIES:

Sale (purchase) of short-term investments, net (36,332) (24,2 42) 35,087
Purchases of property and equipment (1,646) 1,8 31) (3,927)
Patent costs (1,291) a,7 78) (966)
Other non-current assets 3,748 3 14 (190)
Net cash provided by (used in) investing activi ties (35,521) (27,5 37) 30,004

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

and exercises of stock options and warrants 12,387 8 15 429
Lease obligations incurred - 2 51 452
Payments on long-term debt, including capital | ease obligations (767) 9 39) (2,003)
Cash dividends on Preferred Stock (168) 2 02) (164)
Purchase of Treasury Stock (5,354) 2 78) -
Net cash provided by (used in) financing activi ties 6,098 3 53) (286)

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENT S (5,467) 2,2 31 5,874
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 20,059 17,8 28 11,954
CASH AND CASH EQUIVALENTS, END OF YEAR $ 14,592 $20,0 59 $17,828

SUPPLEMENTAL CASH FLOW INFORMATION:
Interest paid $ 296 $ 3 50 $ 362

Income taxes paid, including foreign withholdin g taxes $ 4,403 $ 8,8 81 $ 22

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

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 1999

1. BACKGROUND:

InterDigital Communications Corporation (collectiyevith its subsidiaries referred to as InterDigithe Company, we, us and our) develops
and markets advanced digital wireless communicatigplications. In conjunction with our technolatgvelopment, we have developed an
extensive body of technical know-how and a broadmigportfolio which we license worldwide and reldiproduct embodiments.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:
Principles of Consolidation

The consolidated financial statements include tw@ants of InterDigital and its subsidiaries. Atrsficant inter-company accounts and
transactions have been eliminated in consolidation.

Use of Estimates

The preparation of financial statements in confoymiith generally accepted principles requires nggmaent to make estimates and
assumptions that affect the reported amounts eftassd liabilities and disclosure of contingersieds 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.

Cash, Cash Equivalents and Short-Term Investments

InterDigital considers all highly liquid investmamurchased with remaining maturities of three st less to be cash equivalents.
Investments are held at amortized cost which apprates market value. At December 31, 1999, alhtérDigital's short-term investments
were classified as available for sale pursuantategient of Financial Accounting Standards ("SFASY)

115. "Accounting for Certain Investments in Debdl &quity Securities". At December 31, 1999 and 1#8re were no significant unreali:
holding gains or losses.

Cash and cash equivalents consist of the folloimghousands):

December 31,

1 999 1998

Money market funds and deman-d accounts $14 ::—3—50 $-3,160

Repurchase agreements 242 516

Commercial paper - 16,383
$14 592 $20,059
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The repurchase agreements are fully collateralizednited States Government securities and aredsttcost which approximates fair
market value.

Short-term investments available for sale as ofebdzer 31, 1999 consisted of $35.6 million in goweent- issued discount notes and $33.0
million in corporate debt securities. Short-termestments available for sale as of December 318 t88sisted of $18.2 million in
government-issued discount notes and $14.0 milliaorporate debt securities.

Inventories
Inventories are stated at the lower of cost or mnkith cost determined on a first-in-first-oussaand market based on net realizable value.
Property and Equipment

Property and equipment are stated at cost. Depi@tiand amortization of property, plant and equépinare provided using the straight-line
method. The estimated useful lives for computeiigant, machinery and equipment, and furniture fatidres are generally three to five
years. Leasehold improvements are being amortizedtbeir lease term, generally five to ten yedls buildings are being depreciated ¢
twenty-five years. Depreciation expense was $31kamj $3.5 million and $3.2 million in 1999, 192#d 1997, respectively.

Patents

The costs to obtain certain patents for InterDigitRDMA and CDMA technologies have been capitaliaed are being amortized on a
straight-line basis over 10 years. Amortizationenge was $1.5 million, $1.1 million and $1.4 miflim 1999, 1998 and 1997, respectively.

Development
All development expenditures are charged to expente period incurred.
Revenue Recognition

Patent licensing revenues included in licensingsirategic partner revenues, consist primarilypfront royalty payments and one-time,
non-refundable fees which are recognized at the tifithe applicable agreement since we have noinémgeobligations and do not have any
continuing involvement with the licensee. Stratqeactner revenues included in licensing and stiatg@rtner revenues are generated by
patent, technology and know- how licensing and tigreent agreements. Due to the combined naturernésagreements, revenue may be
recognized over the performance period. Royaltgmee is recorded as earned in accordance wittptafie terms of each license agreen
when reasonable estimates of such amounts can de Peoduct revenues are recognized upon shiprisgstems. Installation, training and
other services are recognized upon completion rofcss.

Concentration of Credit Risk

Financial instruments which potentially subjectaisoncentration of credit risk consist primarifyocash equivalents, short-term investments,
and accounts receivable. We place our cash equigadad short-term investments only in highly rdtedncial instruments and in United
States Government obligations. Our accounts rebksvare derived principally from patent licenseemgnents, engineering services and
product sales, which provide for deferred and/stabment payments.
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Impairment of Long-Lived Assets

Pursuant to SFAS No. 121. "Accounting for the Imp&int of Long-Lived Assets and for Long-Lived Asstet be Disposed of", InterDigital

is required to evaluate long-lived assets and iceinéangible assets for impairment when factodidgate that the carrying amount of an asset
may not be recoverable. When factors indicatesheh assets should be evaluated for possible impai; we review the realizability of our
long-lived assets by analyzing the projected uraliated cash flows in measuring whether the asset@/erable. In 1999, an $0.8 million
charge was taken as a part of a repositioning pmg(See Note 3.) No such adjustments were recaonde@98 or 1997.

Net Income (Loss) Per Common Share

InterDigital follows SFAS No. 128. "Earnings pereéB&". The following tables reconcile the numeratod denominator of the basic and
diluted net income (loss) per share computationth@usands, except for per share data):

Year Ended December 31,

1999 1998
Income Shares  Per-Share Income Per-Share
(Numera tor) (Denominator)  Amount (Numerator) (Denominator) Amount

Income (Loss) per Share-Basic:
Income (loss) available to

common shareholders $ 26, 451 48,357 $0.55 $36,713 43,380 $0.76
Dilutive effect of options and

warrants - 2,138 $(0.03) -- 391 (0.01)
Income (Loss) per Share-Diluted:
Income (loss) available to

common stockholders + dilutive

effects of options and warrants $26,4 51 50,495 $0.52 $36,713 48,771 $0.75

1997
Inco me Shares Per-Share
(Numera tor) (Denominator) Amount

Income (Loss) per Share-Basic:
Income (loss) available to

common shareholders $(34, 523) 48,166 $(0.72)
Dilutive effect of options and

warrants - - -
Income (Loss) per Share-Diluted:
Income (loss) available to

common stockholders + dilutive

effects of options and warrants $(34, 523) 48,166 $(0.72)

Options and warrants outstanding during the yeade@ December 31, 1999 and 1998 to purchase appaitely 1.6 and 7.4 million shares
common stock, respectively, were not included emadbmputation of diluted EPS because the exercisegof the options were greater than
the weighted average market prices of the comnmoksturing the period and, therefore, the effectidoe anti-dilutive. All options and
warrants
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outstanding for the year ended December 31, 199& @ecluded from the computation of diluted earsipgr share as a result of the net loss
for the period.

Reclassification
Certain prior period amounts have been reclassifiesbnform to the 1999 presentation.
New Accounting Pronouncements

In December 1999, the Securities and Exchange Cssioni issued Staff Accounting Bulletin ("SAB") NID1, "Revenue Recognition in
Financial Statements.”" SAB No. 101 expresses thwsdf the Securities and Exchange Commissionplyaq generally accepted
accounting principles to certain transactions,udiig licensing agreements. We are in the prockasalyzing the impact of SAB No. 101 on
our consolidated financial statements. SAB No. Willlnot have any impact on our liquidity or casbvis from operations.

3. REPOSITIONING:

In the second quarter of 1999, we recorded agxeepositioning charge of $1.2 million in connentwith a change in our strategy from si
and development of wireless local loop productettinology development for advanced wireless agiptins. This action was taken after
assessing our long term business prospects assbeiih continued investment in the developmentiogless local loop systems. The
repositioning charge included costs associated wittkforce reductions (approximately 27 employe®®) asset impairment charges related
to wireless local loop development equipment. Toragonents of the repositioning charge included isace and other benefit costs of $0.4
million, all of which were paid in 1999, and asgepairment charges of $0.8 million for fixed ass&tsociated with wireless local loop
activities. Management's efforts with respect te pitan are substantially complete.

4. STRATEGIC PARTNER AGREEMENTS:

In February 1999, we entered into a long-term coatpmn agreement with Nokia for development of neehnology for third generation (3G)
wireless telecommunications products. As part efagreement, we will retain ownership rights ohertechnologies we develop for 3G. A
included in the agreement were certain pgdFDMA and CDMA licenses, which generally extehcbugh the project period. We recogni:
revenues of $42.6 million from Nokia in 1999 rethte this agreement. These revenues consisted ioftah licensing fee of $31.5 million,
development services revenue of $10.8 million, @ million of recurring royalties.

Prior to our 1999 strategic shift to focus on temlbgy development for the 3G market, our developngeoup was focused primarily on
technology development of full systems to addressis in the fixed wireless local loop market. Ag p&that effort, we entered into a series
of agreements with Samsung, Siemens and Alcatidvelop B-CDMA technology and products that embddiet technology. These three
companies and InterDigital comprised the B-CDMAi&tice. In early 1999, after reassessing the madtential of the residential wireless
local loop market, Siemens announced its withdrdwah the B-CDMA Alliance. In April of 1999, Alcatalso withdrew from the B-CDMA
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Alliance. Minimal activity took place with respeictthe Samsung B-CDMA relationship during most 899. InterDigital recognized revenue
associated with these agreements of $3.1 milli8rQ #illion and $4.4 million in 1999, 1998 and 198&spectively. Of the totals, InterDigital
recognized revenues of $3.0 million, $3.4 milliand $2.8 million in 1999, 1998, and 1997 respebtifrem Samsung, $1.6 million in 1997
from the Siemens and $.1 million in 1999 and $4ilian in 1998 from Alcatel.

5. MAJOR CUSTOMERS AND GEOGRAPHIC DATA:

Revenues by customer geography are as follow$¢insands):

Year E nded December 31,
100 1008 1097
u.s. —;—1,660 $-I,—873 $ 2,853
Non-U.S. 69,007 97,348 46,983
$70,667 $99,221  $49,836

In 1999, 60% of InterDigital's revenue was from oustomer in Finland. An additional 26% of revemas from Japan. In 1998, more than
84% of total revenue was derived from our custoriredgapan. In 1997, 66% of revenues were from ladian Additionally, 6% of revenues
were from our Philippine customer and another 6%9%7 revenues were derived from our strategimpaih Korea.

Licensing and Strategic Partner Revenue

In 1999, ITC entered into 4 new TDMA license agreats with Robert Bosch GMBH, Japan Radio Compddy,, $hintom Company, LTD.
and Iwatsu America, Inc., and granted a combineMAand CDMA license to Nokia. In prior years, IT@dgranted non-exclusive, non-
transferrable, perpetual, worldwide, royaltgaring licenses to use certain TDMA patents (angkitain instances, technology) to 13additi
corporations. Additionally, in prior years, ITC hgthnted non-exclusive, non-transferrable, perpetua|dwide, royalty-bearing licenses to
use certain CDMA patents (and in certain instan@sefinology) to Alcatel, Qualcomm and Advanced faigrechnologies and to use TDMA
and CDMA patents (and in certain instances tectgylto Siemens, Samsung and AT&T. Many of thesenées contain "most favored
licensee" provisions, applied on a going forwardi$anly, and provisions which could, in certairets, cause the licensee's obligation to
royalties to InterDigital to be suspended for ageffinite period, with or without the accrual of tteyalty obligation.

Initial revenues from new TDMA licensees in 199ted $42.8 million. 1999 revenues from strategiders totaled $14.0 million, of whi
$10.8 was derived from development work for Nokie1999, InterDigital recognized $9.4 million inctgring royalty revenue from its
TDMA licenses.

During 1998, InterDigital entered into four new TMicensing agreements and revised agreementstwitexisting licensees. These
licensing transactions resulted in $83.5 million@fenue in 1998. Additionally, recurring royalset of $1.0 million were recognized in
1998. Also in 1998, InterDigital recognized $4.dlimin and $3.4 million in revenue related to thecdtel and Samsung agreements,
respectively.

In 1997, InterDigital recognized $2.8 million idinsing and strategic partner revenue from Sam#&ing,million from Siemens and $1.6
million of recurring royalty revenue from one licere.
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6. INVENTORIES:

December 31,

1 999 1998

(In thousands)
Component parts and work-in-progress $ 1,522 $2,958

Finished goods 1,570 2,144
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Inventories are stated net of valuation reserve&l8f1 million and $13.7 million as of December 3299 and 1998, respectively. In 1998,
InterDigital recorded charges totaling $7.9 millimreduce the carrying value of its inventory dfr&Phone components to its net realizable
value, due to excess inventories resulting fromctirecellation of the Myanmar contract. The findpstents of Ultraphone products are
scheduled for the first half of 2000.

7. PROPERTY, PLANT AND EQUIPMENT:

December 31,

1999 1998

(In thousands)

Land, building and improvements $ 4,427 $ 4,258
Machinery and equipment 8,463 8,971
Computer equipment 8,039 7,484
Furniture and fixtures 2,871 2,806
Leasehold improvements 1,196 1,139

' 20996 24,658
Less Accumulated depreciation (17,603) (14,961)
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8. LONG-TERM DEBT OBLIGATIONS:

December 31,

(In thousands)

Mortgage debt $ 2,468 $2,575
Capitalized leases 537 1,197
Total long-term debt obligations 3,005 3,772
Less -- Current portion (446) (723)
$ 2,559 $ 3,049

During 1996, InterDigital purchased its King of Bsia facility for $3.7 million, including cash 08$0,000 and a 16 year mortgage of $2.8
million with interest payable at a rate of 8.28% aenum.

Capitalized lease obligations are payable in mgritidtallments at an average rate of 11.2%, thr&@@fl1. The net book value of equipment
under capitalized lease obligations is $1.7 million

Maturities of principal of the long-term debt oldigpns as of December 31, 1999 are as followshfngands):

2000 $ 446
2001 326
2002 146
2003 148

Thereafter 1,939

9. COMMITMENTS AND CONTINGENCIES:

Leases

InterDigital has entered into various operatingteagreements. Total rent expense was $1.4 mili@999 and 1998 and $1.3 million for
1997, primarily for office, assembly and warehosipace. In 1999, two building leases expired andwet renewed as those facilities had
not been currently occupied. Minimum future remi@yments for operating leases as of December 3B, 4& as follows (in thousands):

2000 $1,314

2001 1,349

2002 232
$2,895



Employment Agreements

InterDigital has entered into agreements with derméficers that provide for the payment of seveepay benefits, among other things, in
certain events of termination of employment. Theegeements generally provide for the payment ofissce up to a maximum of one year's
salary (approximately $1.9 million at December B499) and up to a maximum of one year's continnaifanedical and dental benefits. In
these agreements, in the event of a terminatisasignation within one year following a change afittol, which is defined as the acquisiti
including by merger or consolidation, or by theuesce by InterDigital of its securities, by onamsre persons in one transaction or a series
of related transactions, of more than fifty perd@fs) of the voting power represented by the anting stock of InterDigital, the employee
would receive generally two years of salary (apprately $3.7 million at December 31, 1999) andithmediate vesting of all stock options.

10. LITIGATION:

In September 1993, ITC filed a patent infringemeetton against Ericsson GE Mobile Communications, ("Ericsson GE"), its Swedish
parent, Telefonaktieboleget LM Ericsson ("LM Erios®%) and Ericsson Radio Systems, Inc. ("Ericssodi®a, in the United States District
Court for the Eastern District of Virginia (Civilagéion No. 93-1158-A (E.D.Va.)) (the "Ericsson actipwhich was subsequently transferred
to the United States District Court for the North&istrict of Texas. The Ericsson action seeksgguletermination that in making, selling,
or using, and/or in participating in the makindlisg or using of digital wireless telephone sysgeamd/or related mobile stations, Ericsson
has infringed, contributed to the infringement oél&r induced the infringement of eight patentsfid C's patent portfolio. The Ericsson
action also seeks an injunction against Ericssom finfringement and seeks unspecified damages hgs®edthe court's determination of w
constitutes a reasonable royalty for infringemenyalties, costs and attorneys' fees. Ericssonilé& &n answer to the Virginia action in
which it denied the allegations of the complaind asserted a Counterclaim seeking a Declaratorgrdadt that the asserted patents are €
invalid or not infringed. On the same day that Ifii€d the Ericsson action in Virginia, two of theié&sson Defendants, Ericsson Radio and
Ericsson GE, filed a lawsuit against InterDigitatld TC in the United States District Court for tRerthern District of Texas (the "Texas
action"). The Texas action, which involves the sgatents that are the subject of the Ericssonmcsieeks the court's declaration that
Ericsson's products do not infringe ITC's patethiat ITC's patents are invalid and that ITC's patane unenforceable. The Texas action also
seeks judgment against InterDigital and ITC fotitms interference with contractual and businekgtions, defamation and commercial
disparagement, and Lanham Act violation. The Eaosaction and the Texas action have been consetidBC agreed to the dismissal
without prejudice of LM Ericsson.

In December 1997, Ericsson Inc., the successoritsgbn GE and Ericsson Radio, filed an actionreggdirC in the United States District
Court for the Northern District of Texas (the "19B&xas action") seeking the court's declaratiohEnsson Inc.'s products do not infringe
two patents issued to InterDigital earlier in 1@&7continuations of certain patents at issue imthes action. Later that month, Ericsson Inc.
filed an amended Complaint seeking to include thesenew patents in the Texas action in an effoddnsolidate the two cases. In January
1998, both Ericsson Inc. and InterDigital and ITled motions requesting that Ericsson Inc's amer@leaplaint be allowed and that the 1!
Texas action be dismissed, to which the Court ahi@e1998, Ericsson Inc. filed a Motion for Parsummary Judgement, which was denied
by the Court in early 1999. Also during 1998, theiteld States District Court for the Northern Distiof Texas granted InterDigital's Motion
to amend its Counterclaim by adding four additiqretients. During the third quarter of 1999, Ericsbw. filed for leave to file an additional
Amended Complaint to add causes of action for bredicontract and fraud and negligent misrepresientalhe Court granted Ericsson's
request. Fact discovery has been substantiallyleded. The "Markman" hearing is scheduled to tdkegoin April, 2000 where a Special
Master will make recommendations
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to the court as to the meaning of certain termsaioed in the patents. InterDigital records expsrieefees related to litigation as they are
incurred. Such fees are included as patents adnaitiish and licensing expense. During the year éidlecember 31, 1999, the Company
recovered certain expenses related to this libgaftiom its insurance carrier. Such recoveriesraniided as a reduction to patents
administration and licensing expense when thewabanitted to the insurance company. In Februar@ 20@ Company and its insurers
defined the method, timing and limitations of reumdements for covered litigation expenses.

Also, on October 27, 1999, Cavalier Technologies @onsultants Ltd. ("Cavalier") filed suit agaimstin the United States District Court of
the Eastern District of Pennsylvania for breachanftract to team to supply and breach of cont@supply UltraPhone systems in Kenya and
for fraudulent representations as to our futureplar the UltraPhone business. Concurrently withfiling of its Complaint, Cavalier filed a
request for a Temporary Restraining Order and a@dvidor a Preliminary Injunction to prevent us framipping any of our remaining
inventory of UltraPhone equipment to other cust@an€&he Court denied the TRO application, and sdeeldu preliminary injunction hearing.
In December, 1999, the Court issued a bench rdémnying Cavalier's motion for a preliminary injuioct on the grounds that Cavalier had
failed to demonstrate irreparable harm. Cavalietioaes to seek damages and injunctive relief. Aleelasserted a damages counterclaim for
past due balances.

11. PREFERRED STOCK:

The holders of the $2.50 Convertible Preferred IStve entitled to receive, when and as declareaupyBoard of Directors, cumulative
annual dividends of $2.50 per share payable in oagommon Stock (as defined) at the Company'siefe¢subject to a cash election right
of the holder), if legally available. Such dividenakre payable semiannually on June 1 and DecemletHe event we fail to pay two
consecutive semiannual dividends within the reqliime period, certain penalties may be impose@. #1150 Convertible Preferred Stock is
convertible into Common Stock at any time prioredemption at a conversion price of $12 per shaubjéct to the adjustment under certain
conditions). In 1999, 1998 and 1997, InterDigitetidred and paid dividends on the $2.50 Conver8ibek of $255,000, $255,000 and
$256,000, respectively. These dividends, were ittt cash of $168,000, $202,000 and $162,000, &%si3D, 8,860 and 19,281 shares of
Common Stock, respectively.

Upon any liquidations, dissolution or winding uploferDigital, the holders of the $2.50 ConvertiBleeferred Stock will be entitled to
receive, from InterDigital's assets available fstribution to shareholders, $25 per share pludiaiiends accrued, before any distribution is
made to the Common shareholders, after such pagntastholders of the $2.50 Convertible PreferrediSwould not be entitled to any
other payments. The redemption price for each stfe$8.50 Convertible Preferred Stock is $25 pearsh

The holders of the $2.50 Convertible Preferred ISthixnot have any voting rights except on thoserahmeents to be Articles of Incorporati
which would adversely affect their rights, creatg alass or series of stock ranking senior to oaarity with the $2.50 Preferred Stock, as
to either dividend or liquidation rights, or incsesthe authorized number of shares of any serdok sin addition, if two or more consecutive
semiannual dividends on the $2.50 Preferred ar@aidtby InterDigital, the holders of the Preferreeparately voting as a class, will be
entitled to elect one additional director of Inteyital.

42



12. COMMON STOCK COMPENSATION PLANS AND WARRANTS
Stock Compensation Plans

InterDigital has stock-based compensation planguwtiich, depending on the plan, directors, emmeyeonsultants and advisors can
receive stock options, stock appreciation rigtestricted stock awards and other stock unit awards.

Common Stock Option Plans

InterDigital has granted options under two incemttock option plans, four non-qualified stock optplans and one plan which provides for
grants of both incentive and non-qualified stockaps to non-employee directors, officers and ewygds of InterDigital and certain others,
depending on the plan. One incentive stock optlan,ghree non-qualified stock option plans andplaa that allows for both incentive and
non-qualified stock options are authorized to gapttons for up to 600,000, 2,035,600, 1,500,0000@,000 and 4,000,000 shares,
respectively of InterDigital's Common Stock. Nothar grants are allowed under the remaining st@tion plans. The Board of Directors ¢
Committee of the Board determines the number daboptto be granted. The option prices are determir@sed on market prices in
accordance with the terms of the plans. Underaghag of the incentive stock option plan, the oppioice cannot be less than 100% of fair
market value of the Common Stock at the date aftgaad incentive stock options granted become ésalyie at 20% per year beginning one
year after date of grant and generally remain ésainte for 10 years. Under the -qualified option plans, options are generally exable

for a period of 10 years from the date of grant @y vest on the grant date, another specifiedatad@er a period of time. All options
granted under the plan which provides for bothmige and non-qualified stock options to non-employlirectors and grants awarded to
inventors most commonly vest in six bi-annual ifistants. All incentive options granted under sutdmghave exercise prices of not less than
100% of the fair market value of the Common Stockle grant date in accordance with Internal Regebode requirements.

SFAS No. 123 Disclosure

InterDigital has adopted the disclosure-only primris of Statement of Financial Accounting Stand&tds123, "Accounting for Stock-Based
Compensation” (SFAS No. 123). Accordingly, no congagion cost has been recognized in the Stateroé@perations for InterDigital's
stock option plans. Had compensation cost beenledée] based on the fair value at the grant dueM@rds in 1999, 1998 and 1997
consistent with the provision of SFAS No. 123, tbigital's net income (loss) and net income (Iges) share would have been changed t
following pro forma amounts:

1999 1998 1997

Net income (loss) applicable to Common

Shareholders - as reported $26,451 $36,713  $(34,523)
Net income (loss) applicable to Common

Shareholders - pro forma $23,540 $32,837 $(37,894)
Net income (loss) per share - as reported - basic $ 055 $ 076 $ (0.72)
Net income (loss) per share - as reported - diluted $ 052 $ 075 $ (0.72)
Net income (loss) per share - pro forma - basic $ 049 $ 068 $ (0.79)
Net income (loss) per share - pro forma - diluted $ 047 $ 067 $ (0.79)

The fair value of each option grant is estimatedhendate of grant using the Black-Scholes optidcirg model with the following weighted-
average assumptions used for grants in 1999, 1898 897; no dividend yield; expected volatilityX#5% for 1999, 83% for 1998, 70% for
1997, risk-free interest rates of approximately6%665.27% and 6.24% for 1999, 1998 and 1997, réisphg and an expected option life of

4.40 years for 1999, 3.05
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years for 1998 and 3.72 years for 1997. The wethhteerage fair value at the date of grant for eystigranted during 1999, 1998 and 199
estimated as $6.61, $3.05 and $2.89 per sharesatbsgly.

The following table summarizes information regagdihe stock options outstanding at December 319 {@Gthousands, except per share
amounts):

Information with respect to stock options underdbeve plans is summarized as follows (in thousaextsept per share amounts):

Weighted
Availab le  Outstanding Options Average

for e Exercise

Grant Number  Price Range Price
BALANCE AT DECEMBER 31, 1996 5,604 4,389 $.01-$14.875 $7.14
Granted (2,539 ) 2,539 $4.375-$5.688  $5.45
Canceled 879 (879) $5.250-$14.500 $9.15
Exercised - (3) $0.600-$5.625  $4.79
BALANCE AT DECEMBER 31, 1997 3,944 $.01-$11.625 $6.14
Granted (608 ) 608 $3.250-$5.6875 $5.04
Canceled 715 (715) $5.375-$10.750 $3.13
Exercised - (153) $0.600-$5.625  $3.13
BALANCE AT DECEMBER 31, 1998 4,051 5,786 $.01-$11.625 $6.05
Granted (689 ) 689 $4.3750-$11.0 $7.49
Canceled 397 (397) $5.25-%10.5 $7.50
Exercised - (1,660) $0.1-$11.625 $5.77
BALANCE AT DECEMBER 31, 1999 3,759 4,418 $.01-$11.625 $6.26

Common Stock Warrants

As of December 31, 1999, we had various warrantstading to purchase 3.0 million shares of Com®tmtk at exercise prices ranging
from $2.50 to $10.00 per share, with a weightedaye exercise price of $5.37 per share. As of Déeerd1, 1999, all of these warrants w
currently exercisable. These warrants expire imouaryears through 2006. The exercise price andoeumwf shares of Common Stock to be
obtained upon exercise of certain of these warrargsubject to adjustment under certain conditions

Restricted Stock

In 1999, we adopted the 1999 Restricted Stock Rilader which we can issue up to 1,500,000 sharesstricted common stock and
restricted stock units to directors, employeessatiants and advisors. As of December 31, 199%ade322,000 shares of restricted Com
Stock issued and outstanding. The restrictionselaper periods ranging from 1.5 to 5.5 years frbendate of the grant. We recorded
unearned compensation of $1.9 million for the valfithe restricted stock, which is being amortipedr the respective vesting periods. We
also accrued a $1.3 million liability in 1999 fdwet pro-rata share of the estimated liability assted with certain tax reimbursement features
of this Plan. We are in the process of replacimgtéix reimbursement features related to certathefirants with restricted stock unit grants.

13. SHAREHOLDER RIGHTS PLAN

In December 1996, InterDigital's Board of Directdeslared a distribution under its Shareholder RigHan of one right for each outstanding
common share of InterDigital to shareholders obrdas the close of business on January 3, 19%&dition, any new common shares is<
after January 4, 1997 will receive one right focleaommon share. The Plan was amended in a nurhbespects in March 2000. As
amended, each right entitles shareholders to bayoor-thousandth of a share of Series B Junioiciating Preferred Stock at a purchase
price of $250 per share, subject to adjustmentir@rdy, the rights will not be exercisable untd flays after a non-exempt person or group
owns or acquires more than 10% of InterDigital'sstanding Common Stock or a non-exempt personaumbegins an offer for 10% or
more of InterDigital's outstanding Common Stoclafter a non-exempt person or group publicly annearamn intent to acquire control over
InterDigital and proposes in a proxy or consenicgakion to elect such a number of directors whi€lelected, would represent a majority of
the directors when compared with the Independergdidrs continuing to serve on the Board. In gdnardhe event that InterDigital is
acquired in a merger or other business combinati@naction, each holder of a right will have tight to receive, upon exercise, Units of
Preferred Stock (or, in certain circumstances, CamggfCommon Stock, cash, property, or other seeardf InterDigital) having a current
market value equal to two times the exercise pfdée Right.

14. INCOME TAXES:

The 1999 income tax provision includes a fedet@irahtive minimum tax provision of $0.6 million aadoreign withholding tax provision of
$2.6 million. The 1998 income tax provisions indsd federal alternative minimum tax provision @@million, a foreign withholding tax
provision of $8.3 million. The 1997 income tax pigign includes a current state tax provision of $88.



At December 31, 1999, InterDigital had net opetoss carryforwards of approximately $95.6 milli&@ince realization of the tax benefits
associated with these carryforwards is not assargd|uation allowance of 100% of the potentiallbaxefit is recorded as of December 31,
1999.
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The net operating loss carryforwards are schedoledpire as follows:

2002 $ 6.8 million

2003 18.2 million
2004 20.0 million
2005 11.9 million

thereafter  38.7 million

Pursuant to the Tax Reform Act of 1986, annualafdaterDigital's net operating loss and creditrgiorwards may be limited if a cumulative
change in ownership of more than 50% occurs wighihree-year period. The annual limitation is gathgequal to the product of (x) the
aggregate fair market value of InterDigital's stonknediately before the ownership change timesh(g)'long-term tax exempt rate" (within
the meaning of Section 382(f) of the Code) in dffgdhat time. InterDigital believes that no owstep change for purposes of Section 382
occurred up to and including December 31, 199@rDigital's calculations reflect the adoption ofw€reasury Regulations which became
effective on November 4, 1992 and which have berafeffects regarding the treatment of options atr aspects of the ownership change
calculation.
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Item 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK
Cash Equivalent and Investments.

We do not use derivative financial instrumentsun iovestment portfolio. We place our investmentmstruments that meet high credit
quality standards, as specified in our investmeiity guidelines. This policy also limits the amawrf credit exposure to any one issue,
issuer, and type of instrument. We do not expegtaaterial loss with respect to its investment fodid.

The following table provides information about @owvestment portfolio. For investment securitieg thble presents principal cash flows and
related weighted average interest rates by expec#tdrity dates. All investment securities are expe to mature in 2000.

(in thousands)

Cash equivalents...........cccoeeveeiiieeninnns $14,592
Average interest rate.............ocoeeeeennns ...5.5%

Short-term investments.............ccccceeevnee. .68,550
Average interest rate.........cccccccvveeeeennn. ..5.2%

Total portfolio.........cccovvveeieiiiieien. $83,142
Average interest rate...........c.ocoeeeeennns ...5.3%

Long-term Debt.
The table below sets forth information about oungikdierm debt obligation, by expected maturity dates

Expected Maturity Date
December 31,

2000 20 01 2002 2003 and beyon T otal Fair Value
Fixed Rate $446,000 $326, 000 $146,000  $2,087,000 $3,0 05,000  $3,005,000
Weighted Average 8.51% 7 41% 8.30% 8.28% 8.50%

Interest Rate

Item 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE

None.
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PART 1lI
Item 10. DIRECTORS AND EXECUTIVE OFFICERS OF INTERD IGITAL

Information concerning executive officers appeardar the caption Item 1. "Business. Executive @ff¢ in Part | of this Form 10-K.
Information concerning directors is incorporatedréference herein from the information following tbaption "ELECTION OF
DIRECTORS-Nominees for Election to the Board ofd@tors for a Three Year Term Expiring at 2002 Adieeting” to but not including
"-Committees and Meetings of the Board of DirectamdnterDigital's proxy statement to be filed tvithe Commission within 120 days after
the close of InterDigital's fiscal year ended DebenB1, 1999 and forwarded to shareholders prithé®000 annual meeting of shareholders
(the "Proxy Statement").

Information in the two paragraphs immediately faling the caption "Compliance with Section 16(ajtaf Securities Exchange Act of 1934"
in the Proxy Statement is incorporated by referdrarein.

Item 11. EXECUTIVE COMPENSATION

Information following the caption "Executive Comppation-Summary Compensation Table" to but not dliclg the caption "Shareholder
Return Performance Graph" and information followihg caption "Compensation Committee Interlocks las@ler Participation™ in the
Proxy Statement is incorporated by reference herein

Item 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT

Information following the caption "Security Owneiglof Certain Beneficial Owners" to but not incladithe caption "Compensation
Committee Interlocks and Insider Participationthie Proxy Statement is incorporated by referenceitne

ltem 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT ION
None.
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PART IV
ltem 14. EXHIBITS, FINANCIAL STATEMENT OF SCHEDULES , AND REPORTS ON FORM 8-K
The following documents are filed as part of thisri 10-K:
(1) Financial Statements
(2) Financial Statements
(3) The Index to Financial Statements and Scheduidshe Financial Statements begin on page 27.

*2.1 Plan of Merger by and among InterDigital, PateCorp. and Merger Co. dated as of August 166 1BShibit 2 to InterDigital's
Registration Statement No. 333-10521 filed on Atu@@s 1996).

2.2 Plan of Merger by and between InterDigital ®adents Corp. dated December 3, 1999.

*3.1 Restated Articles of Incorporation, (Exhibi.30 InterDigital's Quarterly Report on Form 1(ep the quarterly period ended September
30, 1996).

3.2 By-laws, as amended March 2, 2000.

*4.1 Rights Agreement between InterDigital and Aro&n Stock Transfer & Trust CO., ("AST") (Exhibitd InterDigital's Current Report on
Form 8-K filed on December 31, 1987).

*4.2 Amendment No. 1 to the Rights Agreement betwlegerDigital and AST (Exhibit 4.2 to InterDigitalQuarterly Report on Form 10-Q
for the quarterly period ended June 30, 1997).

*4.3 Amendment No. 2 to the Rights Agreement betwiegerDigital and AST (Exhibit 4.3 to the June T9%0rm 10-Q).
4.4 Amendment No. 3 to the Rights Agreement betwetDigital and AST.

*10.1 Non-Qualified Stock Option Plan, as amendexh(bit 10.4 to InterDigital's Annual Report on Fod0-K for the year ended December
31, 1991).

*10.2 Intellectual Property License Agreement betwénterDigital and Hughes Network Systems, Inxh{git 10.39 to InterDigital's
Registration Statement No. 33-28253 filed on Ap8) 1989).

*10.3 1992 License Agreement dated February 292 18%ween InterDigital and Hughes Network Systdnrs, (Exhibit 10.3 to InterDigital
Current Report on Form 8-K dated February 29, 1892 "February 1992 Form 8-K")).

*10.4 E-TDMA License Agreement dated February 292 between InterDigital and Hughes Network Systdms (Exhibit 10.4 to the
February 1992 Form 8-K).

*10.5 1992 Non-Qualified Stock Option Plan (Exhib@.1 to InterDigital's Current Report on Form &#ted October 21, 1992).
*10.6 1992 Employee Stock Option Plan (Exhibit 10t@ InterDigital's Annual Report on Form 10-K tbe year ended December 31, 1992).
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*10.7 1995 Employee Stock Option Plan, as amenBe&Hibit 10.7 to InterDigital's Annual Report on Fod0-K for the year ended
December 31, 1997(the "1997 Form 10-K")).

*10.8 1997 Stock Option Plan for Non-Employee Dioes (Exhibit 10.34 to InterDigital's Quarterly Repon Form 10-Q for the quarterly
period ended September 30, 1997 (the "Septembé&r A&8n 10-Q")).

*10.9 Amendment #2 to the Employee Stock Purchéese Exhibit 10.9 to the 1997 Form 10-K).
*10.10 Amendment #1 to the Employee Stock Purckdae (Appendix to InterDigital's Proxy Statemefgdi May 23, 1996).
*10.11 Employee Stock Purchase Plan (Exhibit 1@c5terDigital's Registration Statement No. 33-8&6iled June 6, 1993).

*10.12 Master Agreement among InterDigital, ITCd&iemens dated December 16, 1994 (Exhibit 99latévDigital's Current Report on
Form 8-K dated December 16, 1994 the ("Decembed BIR")).**

*10.13 Patent License Agreement among InterDigifal; and Siemens dated December 16, 1994 (Exhéhi & the December 1994 Form 8-
K).**

*10.14 TDMA/CDMA Development and Technical AssistanrAgreement between InterDigital and Siemens dats®mber 16, 1994
(Exhibit 99.3 to the December 1994 Form 8-K).**

*10.15 Cooperation Agreement between InterDigitad &iemens dated December 1994 (Exhibit 99.5 t®#wember 16, 1994 Formkg:**

*10.16 ASIC Design and Development Agreement d&ggruary 12, 1996 by and between InterDigital Comications Corporation and L
Logic Corporation (Exhibit 10.19 to InterDigitaPsinual Report on Form 10-K for the year ended Ddmem31, 1996 (the "1996 Form 10-

K").

*10.17 Employment Agreement dated February 25, 1893@nd between InterDigital Communications Corgoraand Howard E. Goldberg
(Exhibit 10.24 to the 1996 Form 10-K).

*10.18 Employment Agreement dated November 18, 188&nd between InterDigital Communications Corfioraand Charles Tilden
(Exhibit 10.26 to the 1996 Form 10-K).

*10.19 Employment Agreement dated June, 1997 bybateen InterDigital and Joseph Gifford (Exhilit33 to the September 1997 Form
10-Q).

*10.20 Employment Agreement dated May 7, 1997 betwlaterDigital and Mark Lemmo (Exhibit 10.32 tadrDigital's Quarterly Report f
the quarter ended March 31, 1997).

*10.21 Employment Agreement dated September 3, b92d between InterDigital and William Merrittx(iibit 10.23 to InterDigital's
Annual Report on Form 10-K for the year ended Ddmeamn31, 1998 (the "1998 Form 10-K")).

*10.22 Employment Agreement dated November 16, 1898nd between InterDigital and Richard Fagan {{&kfh0.24 to the 1998 Form 10-
K).
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*10.23 Separation and Confidentiality Agreemenedabeptember 23, 1999 by and between InterDigitaMilliam A. Doyle (Exhibit 10.25
to InterDigital's Quarterly Report on Form 10Q foe quarterly period ended September 30, 1999).

10.24 1999 Restricted Stock Plan.
10.25 Amendment to 1995 Stock Option Plan for Erygés and Outside Directors.
21 Subsidiaries of InterDigital.
23.1 Consent of Arthur Andersen LLP.

27 Financial Data Schedule.

* Incorporated by reference to the previous filindicated.

** Confidential treatment has been granted for jpoit of these agreements.
(b) Reports filed on Form 8-K during the last geadf 1999:

None.
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INTERDIGITAL COMMUNICATIONS CORPORATION AND SUBSIDI

ARIES

SCHEDULE II - VALUATION AND QUALIFYING ACCOUNTS

Ch
Balance to
Beginning of
Description Period Ex
1999
Allowance for
uncollectible accounts $975
1998
Allowance for
uncollectible accounts $897
1997
Allowance for
uncollectible accounts $558

$

$

(in thousands)

arged
Costs Balance at
and End of
penses  Deductions Period
$502 $473
87 $6 $975
508 $169 $897
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, Interlibitas duly caused this report to be
signed on its behalf by the undersigned, theredalp authorized, on the 29th day of March, 2000.

INTERDIGITAL COMMUNICATIONS
CORPORATION

By: /s/Howard E. Gol dberg

Howard E. Gol dberg
InterimPresident and Principal Executive Oficer

By: /s/Richard J. Fagan
Ri chard J. Fagan
Executive Vice President and
Chi ef Financial Oficer
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Pursuant to the requirements of the Securities &xgl Act of 1934, this report has been signed &ydhowing persons on behalf of
InterDigital and in the capacities and on the datdiated.

Date: March 29, 2000 /'s/ D. Ridgely Bol gi ano

D. Ridgely Bol gi ano, Director

Date: March 29, 2000 /sl Harry Canpagna

Harry Canpagna, Director

Date: March 29, 2000 /sl Steven Contz

Steven Clontz, Director

Date: March 29, 2000 /'s/ Joseph S. Colson, Jr.

Joseph S. Colson, Jr., Director

Date: March 29, 2000 /'s/ Robert Roath

Robert Roath, Director
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Exhibit No.

2.2

3.2

4.4

10.23

10.25

21

23.1

27

EXHIBIT INDEX

Description

Plan of Merger by and between Int erDigital and Patents Corp.
dated December 3, 1999.

By-laws, as amended March 2, 2000

Amendment No. 3 to the Rights Agr eement between InterDigital
and Ast.

1999 Restricted Stock Plan.

Amendment to the 1995 Stock Optio n Plan for Employees and
Outside Directors.

Subsidiaries of InterDigital.
Consent of Arthur Andersen LLP.

Financial Data Schedule.

54



EXHIBIT 2.2
INTERDIGITAL COMMUNICATIONS CORPORATION
AGREEMENT AND PLAN OF MERGER

THIS AGREEMENT AND PLAN OF MERGER (the "Agreement$)made as of this day of December, 199@raybetween
InterDigital Communications Corporation, a Pennayla corporation ("Parent"), and InterDigital Pase@orporation, a Delaware corporat
("Sub"; each of Parent and Sub are sometimes eef¢éoras a "Constituent Corporation").

WITNESSETH:

WHEREAS, it is deemed to be in the best intereE&ub that it be merged with and into Parent (terger"), with Parent being the
surviving corporation in the Merger (the "SurviviGgrporation”), in accordance with the terms anaditions fully set forth below;

NOW, THEREFORE, in consideration of the mutual ctavts and agreements contained herein, and for gtioel and valuabl
consideration, the receipt and sufficiency of whighereby acknowledged, intending to be legallyrish Parent and Sub hereby agree as
follows:

1. Merger. Sub shall be merged with and into Pareatcordance with Section 1924 of the Pennsy&/&nisiness Corporation Law of 1988,
as amended (the "PBCL"), and Section 253 of theaWate General Corporation Law, as amended (the 'ID;@nd Parent shall be the
Surviving Corporation. All appropriate documentsessary to effectuate the Merger under the PBCLilan®GCL shall be filed as soon as
practicable with the Corporation Bureau of the 8ty of the Commonwealth of Pennsylvania and wWighSecretary of State of the State of
Delaware. The date of filing of the Articles of Mer with the Secretary of the Commonwealth of Pglwasia shall be the "Effective Date"
of the Merger.

2. Governing Documents. The Articles of Incorparatand Bylaws of the Parent, as in effect on tHed&f/e Date of the Merger, shall
continue in full force and effect as the Articlddmcorporation and Bylaws of the Surviving Corpiwa in the Merger.

3. Officers and Directors. The directors of Paiemhediately prior to the Effective Date shall be thirectors of the Surviving Corporation
and the officers of Parent prior to the Effectivat®shall be the officers of the Surviving Corpimmtand such directors and officers will hi
office from the Effective Date until their respegtisuccessors are duly elected or appointed ardigdign the manner provided in the
Articles of Incorporation and Bylaws



the Surviving Corporation, as the same may be Iiyvémended, or as otherwise provided by law.
4. Succession and Effects of Merger. As of the diffe Date and as a result of the Merger:

The separate existence of Sub shall cease andh@litbe merged with and into Parent. The Surviviiggporation shall have all of the rights,
privileges, immunities and powers provided fordnd shall be subject to all of the duties and litéds granted or imposed by, the PBCL. The
Surviving Corporation shall also thereupon andeahéer possess all of the rights, privileges, imities, powers and franchises, of a public as
well as of a private nature, of each of the Counetit Corporations. All property, real, personal ariged, and all debts due on whatever
account and all other causes of action and allemady other interest of, or belonging to or duestich of the Constituent Corporations so
merged, shall be deemed to be transferred to astéd/én such Surviving Corporation without furtlaet or deed. The title to any real estate,
or any interest therein, vested in either of thae<tituent Corporations shall not revert or in arayvee impaired by reason of the Merger. The
Surviving Corporation shall thereafter be respdesimd liable for all of the liabilities and obliians of each of the Constituent Corporations
so merged. Any claim existing or action or procagdiending by or against either of the Constit@arporations may be prosecuted to
judgement as if such Merger had not taken plactheoSurviving Corporation may be substituted i place of one or more the Constitu
Corporations. Neither the rights of the creditars any liens upon the property of the Sub shalhiygaired by the Merger but such liens shall
be limited to the property upon which there weead immediately prior to the Effective Date.

5. Further Assistance. From time to time, as andnwiequired by the Surviving Corporation or bysit€cessors or assigns, there shall be
executed and delivered on behalf of Sub such deed®ther instruments, and there shall be takeawused to be taken by all such further
other action, as shall be appropriate, advisabteeoessary in order to vest, perfect or confirnreoprd or otherwise, in the Surviving
Corporation the title to and possession of all propinterests, assets, rights, privileges, immesjtpowers, franchises and authority of
Parent, and otherwise to carry out the purposésesk resolutions. The officers and directors efShrviving Corporation are fully authoriz
in the name and on behalf of Parent or otherwistake any and all such action and to execute alided any and all such deeds and other
instruments.

6. Capital Stock. The capital stock of Parent shallnaffected by the Merger, and the authorizadeshof each class of capital stock of Sub,
whether issued or unissued, at the Effective Oateyirtue of the Merger and without any furtheriast shall be canceled and retired and
cease to exist without any conversion thereof atidont any payment with respect thereto.
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7. Abandonment and Termination. The Merger maydamdoned and this Agreement terminated by the BofaDdrectors of Parent and Sub
at any time prior to the Effective Date. In the mivef the abandonment and termination of the Meagel this Agreement, this Agreement
shall become void and have no effect, without datyility on the part of Parent or Sub or the staillrs, directors or officers of any of the

8. Governing Law. This Agreement shall be govermgdand construed in accordance with the laws @Gbmmonwealth of Pennsylvania
without regard to its principles of conflicts ofila.

9. Miscellaneous. This Agreement may be amendedimnh writing signed by both Constituent Corparasi. This Agreement constitutes the
entire agreement between the parties hereto wétrer to the subject matter hereof. This Agreemeyt be executed in any number of
counterparts (including by facsimile signature)reatwhich shall be an original and all of whichhewn taken together, shall be deemed one
and the same agreement. The failure of any paiitysist on strict performance of any provisionlastAgreement will not constitute a waiver
of any rights hereunder unless such waiver is itivg. This Agreement shall inure to the benefitldo® binding upon the parties hereto and
their respective successors and permitted asdigither party may assign any of its rights or aéligns hereunder without the prior written
consent of the other party.

IN WITNESS WHEREOF, the parties hereto, intendimdpé legally bound hereby, have caused this Agraetoee executed as of this day
and year first above written.

INTERDIGITAL COMMUNICATIONS CORPORATION
By:
Howard E. Goldberg Interim President
INTERDIGITAL PATENTS CORPORATION

By:

William J. Merritt General Counsel



EXHIBIT 3.2
INTERDIGITAL COMMUNICATIONS CORPORATION
(a Pennsylvania corporation)
BY-LAWS
(as amended through March 2, 2000)
Section 1.1 Registered Office:

The Registered Office of the Corporation shall b1 Third Avenue, King of Prussia, Pennsylvamiélwtherwise changed by the Board of
Directors.

Section 2.1 Place of Shareholders' Meetings:

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

Section 2.2 Annual Meeting of Shareholders:

An Annual Meeting of shareholders shall be heléhiery calendar year at such time as the Board r&fciiirs may fix. At the Annual Meeting
of shareholders, directors shall be elected toesfvthe ensuing year or until their successoadl §le duly elected and qualified, and there
shall be transacted such other business as magnbrdye brought before the Meeting.

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

Section 2.3 Special Meetings of Shareholders:

Special Meetings of shareholders may be calledatime by the Chairman of the Board, the Presidiwet Board of Directors, or by the
shareholders if permitted by, and in accord witle, Pennsylvania Business Corporation Law, as thefféct. At any time, upon written
request of any person entitled to call a Speciattig, it shall be the duty of the Secretary totfig date of such Special Meeting to be held
not less than five or more than sixty days afterrdceipt of the request and to give



notice thereof. If the Secretary shall neglectafuse to fix the date of the meeting and give motieereof, the person or persons making the
request may do so.

Section 2.4 Notice of Shareholders' Meetings:

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

Section 2.5 Waiver of Notice of Shareholders' Meggi

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

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

Section 2.6 Quorum for Shareholders' Meetings:

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

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

Section 2.8 Shareholders Participation by Telephone

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

Section 2.9 Voting by Shareholders:

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

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

Section 2.10 Judges of Election:

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

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

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

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

Any nominee for any vacancy on the Board of Dirextehich has not been proposed by this Board aéddirs or by the Nomination and
Search Committee of this Board may be proposedrmynainator only if (i) such nominator is a shareteoslof this corporation, (ii) such
nominator supplies the Nomination and Search Cotamivith such information concerning such candidateandidates as would be
required to be included in the form of proxy stageifiled with the Securities and Exchange Comnaissiith respect to such nominee,

(iii) the foregoing is sent to the attention of tkemination and Search Committee, c/o the Secretfatlye Corporation, at least 120 days prior
to the date of the meeting at which such nomirfgegrimitted to stand for election, would be votgam by the shareholders of this
Corporation, and (iv) such proposed nominee has bpproved to stand for election by a majoritytef members of the Nomination and
Search Committee and by a majority of the BoarBiodctors of this Corporation, which approval does require that he be the only nomi
for a particular vacancy and does not require $hah Board or



Committee recommend his election to such vacancy.

The Directors, other than any who may be electethbyholders of shares of any class or seriesooksntitled to elect Directors separately
pursuant to the terms of Articles Fifth of the Altis of Incorporation or any resolution or resans providing for the issuance of such stock
adopted by the Board of Directors shall be clasdijfivith respect to the duration of the term foichithey severally hold office, into three
classes as nearly equal as possible (each, indilyda "Three Year Class", and collectively the @& Year Classes"). Such Three Year Class
which shall be elected at the Annual Meeting ofrShalders held in 1993 for a term expiring at thendal Meeting of Shareholders to be
held in 1996 shall be designated as "Class A"s#und Three Year Class to be elected at the Avieating of Shareholders held in 1994
for a term expiring at the Annual Meeting of Shaelers to be held in 1997 shall be designated &s%B"; and the third Three Year Class
to be elected at the Annual Meeting of Shareholbehd in 1995 for a term expiring at the Annual teg of Shareholders to be held in 1998
shall be designated as "Class C". The Board ofdiire shall increase or decrease the number ot@irein one or more classes as may be
appropriate whenever it increases or decreasesuthber of Directors pursuant to this

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

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

The Board of Directors may elect a Chairman whdl sivaen present, preside at all meetings of tharBmf Directors and at all meetings of
shareholders. The Chairman may appoint another reeaftihe Board to preside in his absence.
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Section 3.2 Quorum for Directors' Meetings:

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

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

Section 3.3 Directors' Consent in Lieu of Meeting:

Any action which may be taken at a meeting of tiearl of Directors or of any Committee thereof maytdken without a meeting if a
consent or consents in writing, setting forth théam so taken, shall be signed by all of the Divex or the members of the Committee, as the
case may be, and shall be filed with the Secrathtiye Corporation. One or more Directors may pigéte in a meeting of the Board of
Directors or a Committee thereof by means of a@amfce telephone or similar communications equipiogmeans of which all persons
participating in such meeting can hear each other.

Section 3.4 Vacancies in Board of Directors:

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

Section 3.5 Place of Meeting of Board of Directors:

The meetings of the Board of Directors may be la¢ld



such place within Pennsylvania, or elsewhere, msjarity of the Directors may from time to time apmt or as may be designated in the
notice calling the meeting.

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

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

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

Section 3.7 Regular Meetings of the Board of Divex:t

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

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

Section 3.9 Adjournments of Meetings of the Bodr®ioectors:

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



than by announcement at the meeting at which sdicduament is taken.
Section 3.10 Powers of Board of Directors:

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

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

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

Section 3.11 Removal of Directors by Shareholders:

Subject to the right of any class or series oflstttitled to elect Directors separately, any Diveenay be removed from office, without
assigning any cause, but only by the affirmativeeaf the holders of at least 80 percent of theliord voting power of the then outstanding
shares of stock entitled to vote generally in tleetéon of Directors, voting together as a sindéss.
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Section 3.12 The Chairman of the Board - PowersCartees:

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

Section 4.1 Officers:

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

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

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



Section 4.2 The Chief Executive Officer - Powerd Buities:

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

Section 4.3 The President - Powers and Duties:

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

Section 4.4 The Vice-President - Powers and Duties:

A Vice-President or Vice-Presidents shall be elktte the Board of Directors, if the Board of Dirext determines that such offices shall be
created. The Vice-President (or, if there are ntioa® one, then each Vice-President) shall have goaters and shall perform such duties as
may from time to time be assigned
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to him or them by the Board of Directors or by @feairman of the Board or by the President. Unlélssravise ordered by the Board of
Directors, the Vice-President (or Vice-Presidentsrider of their numbered designations) shallhedase of death, resignation, absence or
disability of the President, perform the dutieshaft Officer, until the return of the Presidentuatil the disability shall have been removed or
a new President shall have been elected.

Section 4.5 Treasurer - Powers and Duties:

The Treasurer shall have the custody of all thel$iand securities of the Corporation which may cortehis hands. When necessary or
proper (unless otherwise ordered by the Board cédddrs) he shall (a) endorse for collection onaifetf the Corporation, checks, notes and
other obligations, (b) deposit the same to theitgdhe Corporation in such banks or depositasigshe Board of Directors may designate
and (c) sign all receipts and vouchers for paymeraide by the Corporation. He shall, at all reaskengénes, exhibit his books and accounts
to the Board of Directors of the Corporation upba tequest of any Director, and he shall alsa dlisected by the Board of Directors,
annually prepare and submit to the Annual Meetiitih® shareholders a full statement of the assetdiabilities of the Corporation and of its
transactions during the preceding year, and hé sha¢ such other powers and shall perform sucérathties as may be assigned to him 1
time to time by the Board of Directors. He shalleggsuch bond for the faithful performance of hisekias may be required by the Board of
Directors.

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

Unless otherwise ordered by the Board of Directitws, Secretary shall keep the minutes of all mgstof the shareholders and of the Board
of Directors in proper books to be kept for suchppse, and shall attend to the giving of all natibg the Corporation, including notices of
meetings of shareholders and of the Board of DireacHe shall have charge
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of the share certificate books, transfer booksitabgtock ledger and such other books and papetiseaBoard of Directors may direct. He
shall in general perform all the duties incidenttte office of Secretary and shall have such gblogrers and perform such other duties as may
be assigned to him by the Board of Directors.

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

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

Section 5.1 Share Certificates:

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

Section 5.2 Transfer of Share Certificates:

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

The Corporation shall be entitled to treat the aplaf
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record of any share certificate or certificates treshares represented thereby as the holdectithiereof, and accordingly shall not be bo
to recognize any equitable or other claim to oeri@st in such share certificate or certificates slrates on the part of any other person,
whether or not it shall have express or other edtiereof, except as otherwise expressly provigedws or by the Articles.

Section 5.3 Lost Share Certificate:

The holder of any certificate representing shafesark of the Corporation shall immediately notifye Corporation of any mutilation, loss or
destruction thereof, and the Board of Directors nivayts discretion, cause one or more new cediéis for the same number of shares in the
aggregate to be issued to such holder upon thergier of the mutilated certificate, or in the cakss or destruction of the certificate, upon
satisfactory proof of such loss or destruction dagosit of indemnity by bond or otherwise in suaimf and amount and with such surety or
sureties as the Board of Directors may requiradeimnify the Corporation against loss or liabibityreason of the issuance of such new
certificate, but the Board may, in its discretiogfuse to issue such new certificates save upoartter of some court having jurisdiction in
such matters.

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

(a) The Corporation shall indemnify and hold hasalto the fullest extent permitted under the Pelmaaia Business Corporation Law, the
Directors' Liability Act (the "DLA") and other apiphble law, as such laws existed on the date thisi@h 7.1 was adopted by the Board Of
Directors or, except as provided in Section 7.4éfeof, as such laws may thereafter by amendedif§évania Law"), any person who was
or is a party or was or is threatened to be maukerty to any threatened, pending or completed mcsoit or proceeding, whether civil,
criminal, administrative or investigative, includinwithout limitation, an action
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by or in the right of the Corporation (collectivefgr purposes of this Section 7.1 and Sectiorh@ér2of, "Proceeding"), by reason of the fact
that he is or was or has agreed to become a directifficer of the Corporation, or is or was seyior has agreed to serve at the request
Corporation as a director or officer of anothemowation, or if a director or officer of the Corption, is or was serving or has agreed to serve
at the request of the Corporation as an employagent of another corporation, partnership, joarture, trust or other enterprise, or by
reason of any action alleged to have been takemitted in any such capacity, and may indemnify aoldl harmless to the fullest extent
permitted under Pennsylvania Law any person whoowr#sa party or was or is threatened to be maukrty to such a Proceeding by reason
of the fact that he is or was or has agreed torbecan employee or agent of the Corporation, @myf employee or agent of the Corporation,
is or was serving or has agreed to serve at theest@f the Corporation as an employee or ageahather corporation, partnership, joint
venture, trust or other enterprise, against exgerisdility and loss (including, without limitatip attorneys' fees and disbursements, punitive
and other damages, judgments, fines, penaltiesseetaxes assessed with respect to an employeéth@aer, amounts paid or to be paid in
settlement and costs and expenses of any naturgyén by him in connection with such Proceeding amy appeal therefrom: provided, that
such indemnification shall not be made in any eelsere the act or failure to act giving rise to ¢he@m for indemnification is determined b
court in a final, binding adjudication to have citased willful misconduct or recklessness.

(b) The Corporation may indemnify and hold harmlesthe fullest extent permitted under Pennsylvdaia any person who was or is a p:
or was or is threatened to be made a party to amgeding, by reason of any of his actions in a-official capacity while serving as a
director, officer, employee or agent of the Corpiorg against expenses, liability and loss inclgdiwithout limitation, attorneys's fees and
disbursements, punitive and other damages, judgsmen
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fines, penalties, excise taxes assessed with respan employee benefit plan, amounts paid oretpdid in settlement and costs and expe
of any nature incurred by him in connection witlelstProceeding and any appeal therefrom: provided,such indemnification shall not be
made in any case where the act or failure to athgirise to the claim for indemnification is deteéned by a court in a final, binding
adjudication to have constituted willful miscondoctrecklessness.

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

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

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

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

(f) The indemnification provisions of this Sectidrl shall constitute a contract between the Cotmora
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and each of its directors, officers, employeesagehts who are or may be entitled to indemnificetiereunder and who serve in any such
capacity at any time while such provisions areffact. Any appeal or modification of the indemnét@on provisions of this Section 7.1 shall
not limit any such person's rights to indemnifioat{including the advancement of expenses) thestiegior arising out of events, acts or
omissions occurring prior to such repeal or modifin, including, without limitation, the right todemnification with respect to Proceedings
commenced after such repeal or modification basechiole or in part upon any such event, act or sinis

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

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

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

(j) If Section 7.1 or any portion thereof shallibgalidated on any ground by any court of compepemnsdiction, then the Corporation shall
nevertheless
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indemnify each director or officer, and may indefyiach employee or agent of the Corporation, a&xpenses, liability and loss (including,
without limitation, attorneys' fees and disbursetagpunitive and other damages, judgments, finesalties, excise taxes assessed with
respect to an employee benefit plan, amounts paidl loe paid in settlement and costs and experfssasyaature) incurred by him in
connection with any Proceeding, including an achgror in the right of the Corporation, to the &gt extent permitted by any applicable
portion of this Section 7.1 that shall not haverbiewalidated and to the fullest extent permittgchpplicable law.

Section 7.2 Limitation on Directors' Personal Llgypi

(a) To the fullest extent permitted under the Dia4,it existed on the date this Section 7.2 wastaedagr, except as provided in subsection 7.2
(e), as such law may thereafter be amended, ataiiretthis Corporation shall not be personallpleafor monetary damages as a result of
action or failure to act unless both: (1) the dioedas breached or failed to perform the dutidsi@bffice under

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

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

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

(d) Notwithstanding the date of adoption of this
Section 7.2, the provisions of Section 7.2 shahlypo
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any action filed or breaches of performance of dutgny failure of performance of duty by any dicgon or after January 27, 1987.

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

Section 8.1 Amendments to By-Laws:

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

The Board of Directors, by a majority vote of thembers thereof, may make, alter, amend or repggbrvisions of these By-Laws at any
Regular or Special Meeting, duly convened afteicedb the Directors of such purpose. The sharahmslshall have the right to change such
action by a majority vote of the shareholders kttito vote thereon at any Annual Meeting which rhayduly convened for the purpose of
changing such action, after notice to the sharetieldntitled to notice thereof, provided, howettest the vote of the holders of at least 80
percent of the combined voting power of all of then outstanding shares of stock entitled to veteegally in the election of directors, voting
together as a single class, shall be requireddog such action with respect to Sections 3.1,3314, or this Section 8.1.
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Section 9.1 Control-Share Acquisitions:

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

Section 10.1 Disgorgement by Certain Controllingu@holders:

Subchapter H - "Disgorgement by Certain ControlBitareholders Following Attempts to Acquire Coritafl Chapter 25 of Title 15 of the
Pennsylvania Consolidated Statutes, as existingutnl8, 1990 or as may thereafter be amended,rebtabe applicable to the Corporation.
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EXHIBIT 4.4

AMENDMENT NO. 3
to the
RIGHTS AGREEMENT
Between
INTERDIGITAL COMMUNICATIONS CORPORATION
and
AMERICAN STOCK TRANSFER AND TRUST COMPANY
dated as of

DECEMBER 31, 1996

THIS AMENDMENT NO. 3, dated as of March 24, 2000ttie RIGHTS AGREEMENT between INTERDIGITAL COMMURNATIONS
CORPORATION and AMERICAN 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 @36 {the "Agreement”); and

WHEREAS, the Independent Directors, as definedeictiSn 1(I) of the Agreement have unanimously apedaall of the following
amendments, and particularly the amendment sét fioparagraph (1) below, as required by Sectionfae Agreement; and

WHEREAS, InterDigital desires to amend the Agreenaanset forth more specifically below; and

WHEREAS, to implement the desired Amendments, diregproved by the InterDigital Board of DirectdrserDigital and ASTT, pursuant
to Section 26 of the Agreement, have agreed to driftenAgreement as set forth herein.

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

(1) The Purchase Price designated in Section &(la),n any other place in which it appears in fRights Agreement, shall be changed from
$45.00 to $250.00

(2) The definition of "Acquiring Person" in Sectidfa) shall be amended to read as follows:

"(a) "Acquiring Person" means any Person (othen tha Company, any Subsidiary of the Company, amyl@yee benefit plan maintained
the Company or any of its Subsidiaries or any é®istr fiduciary with respect to such plan actinguch capacity) that shall be the Beneficial
Owner of 10% or more of the shares of Common Sthek outstanding; provided, however, that the t&uoyguiring Person” shall not inclu
an Exempt
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Person. Notwithstanding the foregoing, if a majodt the Independent Directors determines in g@iith that a Person who would otherwise
be an Acquiring Person has become such inadvertantl without any intention of changing or influergcontrol of the Company, and if
such Person divests himself or itself as promplpracticable of a sufficient number of such shafé€dommon Stock so that such Person
would no longer be the Beneficial Owner of thatgesitage of shares which would otherwise resulirmdr it being an Acquiring Person,
then such Person shall not be deemed to be ovtllecome an Acquiring Person for any purposekisfAgreement. A majority of the
Independent Directors may make all determinatidrfaai and intent necessary for purposes of thequtiag exception so long as made by
them in good faith."

(3) Section 1(c)(i) shall be amended by addingftflewing phrase at the end of such subsection:

"but the foregoing exception shall not apply, wieetbr not reportable by such Person on Scheduleut@er the Exchange Act, if such vot
power arises from a revocable proxy given in respdn a proxy or consent solicited by or on bebi#fuch Person and in furtherance of s
Person's publicly announced intention to acquirgrod, through any means, over the Company or @arB of Directors or in furtherance of
such Person's publicly announced and unsoliciteahiion to acquire all or substantially all of thesets or stock of the Company;"

(4) The definition of "Stock Acquisition Date" ire§tion 1(v) shall be amended to read as follows:

"(v) "Stock Acquisition Date" means the earliest of

(i) the first date of public announcement (inclugimithout limitation, the filing of any report pguwrant to Section 13(d) of the Exchange Act)
by the Company or an Acquiring Person that an AdogiiPerson has become such; (ii) the date thagjarity of the Independent Directors
first becomes aware that an Acquiring Person hasrhe such; or (iii) the actual date, to the exterwh can be ascertained with certainty by
the Company or a majority of the Independent Daes;tthat an Acquiring Person actually became Such.

(5) Clause (i) of Section 3(a) shall be amendefblmwvs:

"Until (i) the earliest of (x) the Close of Busirgesn the tenth Business Day after the Stock ActipiisDate, (y) the Close of Business on the
tenth Business Day after the date that a tendexdrange offer by any Person (other than the Coy@any Subsidiary of the Company, any
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employee benefit plan maintained by the Compargngrof its Subsidiaries or any trustee or fiduciaith respect to such plan acting in such
capacity) is first published or sent or given witlihe meaning of Rule 144(a) of the Exchange Act Regulations or any sucrasse, if upor
consummation thereof such Person would be the RealeDwner of 10% or more of the shares of Comp@onynmon Stock then outstandil

or (z) the Close of Business on the tenth Busibesgsafter the first date that any Person (othen the Company, any Subsidiary of the
Company, any employee benefit plan maintained bydbmpany or any of its Subsidiaries or any trustefeduciary with respect to such pl
acting in such capacity) publicly announces aminte acquire control over the Company and proposasproxy or consent solicitation
(including a public announcement of such or thdipieary filing of a proxy or consent solicitaticgtatement with the Securities and
Exchange Commission) to elect such number of direas, were they elected, would represent a chaingentrol in the composition of the
Board of Directors of the Company such that the iness of such Person, if elected, would outnumietriddependent Directors on the Bc

of Directors of the Company, or (i) ..."

(6) Section 26 shall be amended as follows:

"Section 26. Supplements and Amendments. Pridreédistribution Date and subject to the penultinsaetence of this Section 26, the
Company and the Rights Agent shall, if the Compamdirects, supplement or amend any provisionisfAlyreement without the approval
any holders of certificates evidencing shares ah@@any Common Stock. From and after the Distribubate, the Company and the Rights
Agent shall, if the Company so directs, suppleneeramend this Agreement without the approval of laolgers of Rights Certificates in ort
(i) to cure any ambiguity, (ii) to correct or sugplent any provision contained herein that may ectige or inconsistent with any other
provisions herein, (iii) to shorten or lengthen &inye period hereunder, or (iv) to change or supglet the provisions hereunder in any
manner that the Company may deem necessary oalkesand that shall not adversely affect the istsref the holders of Rights Certificates
(other than an Acquiring Person or an AffiliateA@sociate of an Acquiring Person); provided, howetreat this Agreement may not be
supplemented or amended to lengthen, pursuanatsel(iii) of this sentence, (A) subject to SecB6na time period relating to when the
Rights may be redeemed at such time as the Rightsod then redeemable, or (B) any other time penitiess such lengthening is for the
purpose of protecting, enhancing or clarifying tigeats of, and/or the
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benefits to the holders of the Rights. The foregdamthe contrary notwithstanding, from and after Distribution Date, any supplement or
amendment not restricted only to clauses (i) aif@fithe preceding sentence shall be effective drthere are Independent Directors then in
office, and such supplement or amendment shalll@se been approved by a majority of such Indepsridieectors. Upon the delivery of a
certificate from an appropriate officer of the Canp or, in any case where the concurrence of amhagf the Independent Directors is
required, from the majority of the Independent Biogs, that states that the proposed supplemerhendment is in compliance with the
terms of this

Section 26, the Rights Agent shall execute sucplsupent or amendment, subject to the Right Ageigfs to apply to counsel by the Right
Agent and the Right Agent being reasonably asstin@dsuch supplement or amendment is no way dettath# the Right Agent's right or
interest. Notwithstanding anything contained irs tAgreement to the contrary, no supplement or amentishall be made that changes the
Redemption Price, the Purchase Price, the Expir&&te or the number of Units of Preferred Stocluthich a Right is exercisable without
the approval of a majority of the Independent Dtivex. Prior to the Distribution Date, the interesftshe holders of Rights shall be deemed
coincident with the interests of the holders of @amy Common Stock."

(7) Amendments No. 1 and No. 2 to the Rights Agreremare hereby rescinded and revoked in theiregptir
(8) All other terms, provisions and conditions loé tAgreement remain unaltered and in full force effieict.
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IN WITNESS WHEREOF, the parties have caused thi:Asment No. 3 to be duly executed, all as of the fiest written above.

ATTEST: | NTERDIGITAL COMMUNICATIONS
C ORPORATION
By B y
Name: Name
Title: Title
ATTEST: A MERICAN STOCK TRANSFER AND
T RUST COMPANY
By: B y
Name: Name
Title: Title



EXHIBIT 10.23

INTERDIGITAL COMMUNICATIONS CORPORATION
1999 RESTRICTED STOCK PLAN

(Effective October 14, 1999)
1. PURPOSE

The purpose of the Plan is to promote the abilitinterDigital Communications Corporation (the "Cpamy") to recruit and retain key
employees, directors, consultants and advisorseahdnce the growth, profitability and shareholddue of the Company by providing the
incentive of long-term awards for continued senace the attainment of performance objectives.

2. DEFINITIONS

(a) "Affiliate" means, with respect to any Persany other person that, directly or indirectly,iscontrol of, is controlled by, or is under
common control with, such Person. For purposehisfdefinition, the term "control," including it®elative terms "controlled by" and

"under common control with," mean, with respecaty Person, the possession, directly or indireoflyhe power to direct or cause the
direction of the management and policies of sualsdé?e whether through the ownership of voting séiest by contract or otherwise.

(b) "Award" means an award of Restricted Stock dminder the Plan.

(c) "Award Agreement" means a written agreemendeswting and reflecting the terms of an Award.
(d) "Board" means the Board of Directors of the @amy.

(e) "Change of Control" shall mean the happeningnyf of the following:

(i) the acquisition in one or more transactionsahy "Person” (as the term person is used for pepogSections 13(d) or 14(d) of the
Exchange Act) of "Beneficial Ownership" (as thenidyeneficial ownership is used for purposes of R@@-3 promulgated under the
Exchange Act) of fifty percent (50%) or more of ttembined voting power of the Company's then ontlitay voting securities (the "Voting
Securities"), provided that for purposes of thisagaaph, Voting Securities acquired directly frdre Company by any Person shall be
excluded from the determination of such PersonteBeial Ownership of Voting Securities (but sucbtvg Securities shall be included in
the calculation of the total number of Voting Setes then outstanding); ¢



(il) approval by shareholders of the Company of §Ajherger, reorganization or consolidation invalvihe Company if the shareholders of
the Company immediately before such merger, reégzgtion or consolidation do not or will not own elitly or indirectly immediately
following such merger, reorganization or consolmat more than fifty percent (50%) of the combin@ting power of the outstanding voting
securities of the corporation resulting from onsing such merger, reorganization or consolidatiosubstantially the same proportion as
their ownership of the Voting Securities immedipateéfore such merger, reorganization or consobatir (B) (1) a complete liquidation or
dissolution of the Company or (2) an agreementHersale or other disposition of all or substahtiall of the assets of the Company; or

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

(f) "Committee" means the Compensation & Stock @pttommittee of the Board.

(g) "Company" means InterDigital Communications @wation, a Pennsylvania corporation, including smgcessor thereto by merger,
consolidation, acquisition of all or substantiadlythe assets thereof, or otherwise.

(h) "Date of Grant" means the date on which an Alwsgranted.

(i) "Eligible Person" means an employee of a Piditing Company, or a director of, or consultanadvisor to a Participating Company as
determined by the Committee.

() "Grantee" means an Eligible Person who is grdran Award.
(k) "Gross-Up Amount" means the quotient obtaingdhe following formula:

Gross-Up Amount = Taxable Income

1 - Tax Rate
where:

(i) "Taxable Income" is the amount that is includiin the Grantee's taxable income for federatestad local tax purposes, as applicable, as
the result of the grant or lapse of forfeiture dtinds on an Award or other circumstances trigggtime imposition of taxation, and
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(i) "Tax Rate" is the highest marginal federaststand local tax rates.
() "Participating Company" means the Company aacheof the Subsidiary Companies.
(m) "Person" means an individual, a corporatiopagnership, an association, a trust or any othttyeor organization.

(n) "Plan" means the InterDigital Communicationgi@wation 1999 Restricted Stock Plan, as set foetiein, and as amended from time to
time.

(0) "Restricted Stock" means Shares subject toicéshs as set forth in an Award.

(p) "Share" or "Shares" means a share or shar@smimon Stock, $.01 par value, of the Company.
(q) "Subsidiary Companies" means any Affiliate tisatontrolled by the Company.

(r) "Terminating Event" means either the liquidataf the Company or a Change in Control.

(s) "Third Party" means any Person, together witthsPerson's Affiliates, provided that the termit@hParty” shall not include the Company
or an Affiliate of the Company

(t) "1933 Act" means the Securities Act of 1933aagended.
(u) "1934 Act" means the Securities Exchange Adt384, as amended.
3. RIGHTS TO BE GRANTED

Rights that may be granted under the Plan aresrighRestricted Stock, which gives the Grantee oship rights in the Shares subject to the
Award, which Shares may be subject to a substamglabf forfeiture or other restrictions on tragsdbility, as set forth in Paragraph 7. Each
Award granted pursuant to the Plan shall be evidleéthy an Award Agreement in such form as the Gé@mansel of the Company (subject
to the terms of the Plan) may from time to timeed@tine. Each Award Agreement shall incorporatedfgrence all terms and conditions of
the Plan.

4. SHARES SUBJECT TO THE PLAN

Not more than 1,500,000 Shares in the aggregatebmassued under the Plan pursuant to the grafvafds, subject to adjustment
accordance with Paragraph 9. The Shares issued



under the Plan may, at the Company's option, bereghares held in treasury or Shares originadiyad for such purpose. If Restricted Stock
is forfeited pursuant to the terms of an Award eotAwards with respect to such Shares may be gtante

5. ADMINISTRATION OF THE PLAN
(a) Administration. The Plan shall be administeéogdhe Committee.
(b) Grants. Subject to the express terms and dondiset forth in the Plan, the Committee shallehéne power, from time to time, to:

(i) select those Eligible Persons to whom Awardsidbe granted under the Plan, determine the numib®hares to be granted pursuant to
each Award, and, pursuant to the provisions ofRla@ (as well as any other Company plan relatirgutdh Award), to determine or modify
the terms and conditions of each Award, includimg testrictions applicable to such Shares, basedicm factors as the Committee shall
determine in its sole discretion;

(i) interpret the Plan's provisions, prescribe gaihand rescind rules and regulations for the Rlad,make all other determinations necessary
or advisable for the administration of the Plard an

(iii) amend the terms of any agreement relatingrtgp Award issued under the Plan; provided that wal shall be materially adversely
affected by any such amendment without the writtmsent of the Grantee.

The determination of the Committee in all matteystated above shall be conclusive.

(c) Meetings. In its capacity as administratorted Plan, the Committee shall hold meetings at §uods and places as it may determine. Acts
approved at a meeting by a majority of the membétke Committee or acts approved in writing by tilnimous consent of the member
the Committee shall be the valid acts of the Cortemit

(d) Exculpation. No member of the Committee shalplersonally liable for monetary damages for artyppadaken or any failure to take any
action in connection with the administration of tlan or the granting of Awards thereunder.

(e) Indemnification. Each member of the Committeallsbe entitled without further act on his parindemnity from the Company to the
fullest extent provided by applicable law and trampany' s Articles of Incorporation and By-lawsonnection with or arising out of
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any action, suit or proceeding with respect toatiministration of the Plan or the granting of Awatlereunder in which he may be involved
by reason of his being or having been a membdreoCommittee, whether or not he continues to bb suember of the Committee at the
time of the action, suit or proceeding.

6. ELIGIBILITY
Awards may be granted only to Eligible Persongletermined by the Committee.
7. RESTRICTED STOCK AWARDS

The Committee may grant Awards in accordance wi¢hRlan. The terms and conditions of Awards steBdt forth in writing as determined
from time to time by the Committee, consistent, beer, with the following:

(a) Time of Grant. All Awards shall be granted witken (10) years from the date of adoption offten by the Board.

(b) Shares Awarded. The provisions of Awards nestche the same with respect to each Grantee. Noarasther consideration shall be
required to be paid by the Grantee in exchangarickward.

(c) Awards and Certificates. A certificate shallisgued to each Grantee in respect of Shares subjan Award. Such certificate shall be
registered in the name of the Grantee and shalldreappropriate legend referring to the termsgd@@mns and restrictions applicable to such
Award. The Company may require that the certifi@telencing such Restricted Stock be held by theng@amy until all restrictions on such
Restricted Stock have lapsed. In the absence efardination by the Committee at the time of gr&hiares bearing forfeiture conditions s
be so held by the Company and Shares without faréeconditions shall not be so held.

(d) Restrictions. Subject to the provisions of Fian and the Award, during a period set by the Ciiteencommencing with the Date of
Grant, the Grantee shall not be permitted to salsfer, pledge or assign Restricted Stock awande@r the Plan except by will or by the
laws of descent and distribution.

(e) Lapse of Restrictions. Subject to the provisiohthe Plan and the Award, restrictions upon &haubject to an Award shall lapse at such
time or times and on such terms and conditione@€bmmittee may determine and as are set fottrei\ward. The Award may provide for

the lapse of restrictions in installments, as aeieed by the Committee. The Committee may, indte sliscretion, waive, in whole or in part,

any remaining restrictions with respect to suchnBre's Restricted Stock.
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(f) Rights of the Grantee. Grantees may have sigtitsrwith respect to Shares subject to an Awanthag be determined by the Committee
and set forth in the Award, including the rightvimte such Shares, and the right to receive dividgradid with respect to such Shares. In the
absence of restrictions imposed by the Committee@rantee shall be a stockholder with respedt theashares represented by the share
certificates and shall have all the rights of akhwlder with respect to all the restricted shaireduding the right to vote such shares and to
receive all dividends and other distributions paith respect to such shares.

(9) Termination of Grantee's Employment. The transf employment of an Eligible Person betweeniélpeting Companies shall not be
deemed a termination of employment. In the eveaitahGrantee terminates employment with all Paditng Companies, then, except as
otherwise provided pursuant to the provisions ofamrd or as otherwise determined by the CommitleShares remaining subject to
restrictions shall be forfeited by the Grantee ceded by the Company and held in the Company'ssiirga

(h) Delivery of Shares. When the restrictions imggben Restricted Stock lapse with respect to omaare Shares, the Company shall notify
the Grantee that such restrictions no longer a@pig, shall deliver to the Grantee (or the persomttom ownership rights may have passe
will or the laws of descent and distribution) atifmate for the number of Shares for which restoics have lapsed without any legend or
restrictions (except those that may be imposedbyommittee, in its sole judgment, under Parag&a}). The right to payment of any
fractional Shares that may have accrued shall tisfied in cash, measured by the product of thetiivpaal amount times the fair market value
of a Share at the time the applicable restrictlapse, as determined by the Committee.

() Tax Gross-Up Payments. The Committee may idigsretion provide that in connection with thergraf any Award, the lapse of any
forfeiture condition or any other circumstance t&sg in the imposition of taxation, the Companybipay cash bonuses to the Grantee (or
the person to whom ownership rights may have pasgedll or the laws of descent and distribution)an aggregate amount not to excee
Gross-Up Amount minus the Taxable Income. In theeabe of a determination by the Committee at the tf grant, the Company shall pay
the aforesaid tax gross up payment in an aggregateint equal to the Gross-Up Amount minus the Tiaximzome. The Committee may, in
its discretion, further provide that, in the evehh Change in Control, the amount payable undsiShction shall include an additional
amount sufficient to indemnify the Grantee (or satfrer person to whom ownership rights may haveqrhby will or the laws of descent ¢
distribution) for the amount of any excise tax unBlection 4999 of the Internal Revenue Code, orsutgessor provision ("Section 4999"),
on the "excess parachute payment" under Sectio® 28the Internal Revenue Code, or any successwigion, to such Grantee or other
person along with the amount of any applicable nmedax on the total amount of such gross up paynserthat the Grantee or such other
person will receive, net after all income taxes, fihil value of the Award
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after the Grantee has paid any income taxes ané aige taxes due under
Section 4999 of the Code on the "excess paractaytm@nt” and any excise tax under Section 4999.

8. SECURITIES LAWS; TAXES

(a) Securities Laws. The Committee shall have theqy to make each grant of Awards under the Plajestto such conditions as it deems
necessary or appropriate to comply with the theisting requirements of the 1933 Act and the 188# In the event the grant of an Award
Restricted Stock is not registered under the 19&3 fich conditions may include the delivery by @rantee of an investment representation
to the Company in connection with the lapse ofrietgdtns on Shares subject to an Award, or the etie@c of an agreement by the Grantee to
refrain from selling or otherwise disposing of Bleares acquired for a specified period of timerosjpecified terms.

(b) Taxes. Subject to the rules of Paragraph 8f{e)Company shall be entitled, if necessary ordbkg, to withhold the amount of any tax,
charge or assessment attributable to the grantyoRavard or lapse of restrictions under any Awaride Company shall not be required to
deliver Shares pursuant to any Award until it hesrbindemnified to its satisfaction for any such) tharge or assessment.

(c) Payment of Tax Liabilities; Election to WithldoEhares or Pay Cash to Satisfy Tax Liability. dnmection with the grant of any Award or
the lapse of restrictions under any Award, the Camypshall have the right to (A) require the Grarteeg2mit to the Company an amount
sufficient to satisfy any federal, state and/omlagithholding tax requirements prior to the detiver transfer of any certificate or certificates
for Shares subject to such Award, or (B) take atipa whatever that it deems necessary to proteattierests with respect to tax liabilities,
including, but not limited to the Company's withtliolg a portion of the Shares subject to such Aviandng a fair market value
approximately equal to the minimum amount of tacesgiired to be withheld by the Company under applie law. The Company's obligati
to make any delivery or transfer of Shares shatidrelitioned on the Grantee's compliance, to thmfamy's satisfaction, with any
withholding requirement.

9. CHANGES IN CAPITALIZATION

In the event that Shares are changed into or exelibior a different number or kind of shares otktor other securities of the Company,
whether through merger, consolidation, reorgarimatiecapitalization, stock dividend, stock spfitar other substitution of securities of the
Company, the Board shall make appropriate equitafifiedilution adjustments to the number and ctdsshares of stock available for
issuance under the Plan, and subject to outstardiragds. Any reference to the term "Shares" inRken and option agreements shall be a
reference to the appropriate number and classaséshof stock available for issuance under the, Risadjusted pursuant to this Paragraph 9.
The Board's adjustment



shall be effective and binding for all purposeshig Plan. The adjustment provided for in this Beaph 9 may require the Company to issue
fractional shares, and the total adjustment witipeet to the Plan shall be determined accordingly.

10. TERMINATING EVENTS

Immediately prior to and contingent upon the consation of any Terminating Event, all Company impbsestrictions on Restricted Stock
(other than Restricted Stock that has previousgntferfeited) shall be eliminated.

11. AMENDMENT AND TERMINATION

The Plan may be amended by the Committee or thep@oy's Board of Directors at any time; providedt tho Award shall be adversely
affected by any such termination or amendment wiittioe written consent of the Grantee. No Restli@mck may be awarded under the
Plan at any time after the date that is ten yefes the effective date of the Plan; provided, tinat Plan shall not be deemed to have
terminated until all Restricted Stock shall hawhei had applicable restrictions lapse or have liedaited or have otherwise been canceled.

12. EFFECTIVE DATE
The effective date of the Plan is October 14, 1999.
13. GOVERNING LAW

The Plan and all determinations made and actid@tpursuant to the Plan shall be governed by andted in accordance with
Pennsylvania law.



Exhibit 10.25

AMENDMENT TO THE INTERDIGITAL COMMUNICATIONS CORPOR  ATION
1995 STOCK OPTION PLAN FOR EMPLOYEES AND OUTSIDE DIRECTORS

Section 4(a) of the Plan is hereby amended bytingethe following sentence at the end of such eatisn:

"The Board or the Committee is authorized to delegan-exclusive authority for granting Optionsiew hires other than executive officers,
subject to such restrictions and conditions as beagrovided in the Board's or Committee's delegdt



EXHIBIT 21

SUBSIDIARIES OF INTERDIGITAL

Company State of
Digital Cellular Corporation Penn
InterDigital Finance Corporation Dela
InterDigital Mobilecom, Inc. New
InterDigital Technology Corporation Dela
InterDigital SE Asia, Ltd. Penn
InterDigital Telecom, Inc. New
Universal Service Telephone Corp. Neva
USTC Supply Corporation Neva
USTC World Trade Corporation Neva

Wireless Digital Networks, Inc. Penn

Incorporation

sylvania
ware
York
ware
sylvania
York

da

da

da

sylvania



EXHIBIT 23.1
CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS
To InterDigital Communications Corporation:

As independent public accountants, we hereby cansehe incorporation of our report included imstRorm 10-K, into InterDigital's
previously filed Registration Statements File N83334553, File No. 33-32888, File No. 33-43253eMilo. 33-44689, File No. 33-47388,
File No. 33-53388, File No. 33-53660, File No. 88248, File No. 33-89920. File No. 33-89922, File. 93-60711, File No. 33-61021, File
No. 33:-02345 and File No. 333-10521.

Philadelphia, PA Arthur Andersen LL

March 29, 200(



ARTICLE 5
(Replace this text with the legend)
CIK: 0000354913

NAME: InterDigital Communications Corporati

MULTIPLIER: 1,000
CURRENCY: U.S. Dollars

PERIOD TYPE YEAR
FISCAL YEAR END DEC 31 199
PERIOD START JAN 01 199!
PERIOD END DEC 31 199
EXCHANGE RATE 1.00¢
CASH 14,59:
SECURITIES 68,55(
RECEIVABLES 11,357
ALLOWANCES 47z
INVENTORY 3,092
CURRENT ASSET¢ 108,47!
PP&E 24,99’
DEPRECIATION 17,60
TOTAL ASSETS 126,30t
CURRENT LIABILITIES 13,24¢
BONDS 2,55¢
PREFERRED MANDATORY 0
PREFERREL 10
COMMON 51C
OTHER SE 108,72-
TOTAL LIABILITY AND EQUITY 126,30t
SALES 4,49¢
TOTAL REVENUES 70,66"
CGS 5,87¢
TOTAL COSTS 5,87¢
OTHER EXPENSE¢ 20,48:
LOSS PROVISION 0
INTEREST EXPENSE 32z
INCOME PRETAX 29,95;
INCOME TAX 3,24¢
INCOME CONTINUING 26,70¢
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME 26,70¢
EPS BASIC .5E
EPS DILUTED 52
End of Filing
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