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PART I - FINANCIAL INFORMATION

Item I. FINANCIAL STATEMENTS

INTERDIGITAL COMMUNICATIONS CORPORATION AND SUBSIDI
CONDENSED CONSOLIDATED BALANCE SHEETS

(in thousands, except per share data)

ARIES

(Unaudited)
MARCH 31, DECEMBER 31,
ASSETS 2002 2001
CURRENT ASSETS:
Cash and cash equivalents $ 24,190 $ 17,892
Short-term investments 54,387 72,471
Accounts receivable, net of allowances of $-0- 57,598 14,479
Other current assets 5,967 6,385
Total current assets 142,142 111,227
PROPERTY AND EQUIPMENT, NET 14,927 14,402
PATENTS, NET 11,515 11,334
OTHER NON-CURRENT ASSETS 15,183 11,418
41,625 37,154
$ 183,767 $ 148,381
LIABILITIES AND SHAREHOLDERS' EQUITY
CURRENT LIABILITIES:
Current portion of long-term debt $ 320 $ 184
Accounts payable 2,157 4,412
Accrued compensation and related expenses 3,984 5,985
Deferred revenue 17,087 10,490
Foreign and domestic taxes payable 5,368 907
Other accrued expenses 2,209 1,553
Total current liabilities 31,125 23,531
LONG-TERM DEBT 2,112 2,158
LONG-TERM DEFERRED REVENUE 88,954 62,418
TOTAL LIABILITIES 122,191 88,107
COMMITMENTS AND CONTINGENCIES (NOTES 8 AND 9)
SHAREHOLDERS' EQUITY:
Preferred Stock, $.10 par value, 14,399 shares a uthorized-
$2.50 Convertible Preferred, 55 shares issued and
outstanding, liquidation value of $1,375 5 5
Common Stock, $.01 par value, 100,000 shares aut horized,
54,537 shares and 54,391 shares issued and
outstanding 545 544
Additional paid-in capital 272,900 271,682
Accumulated deficit (201,304) (201,320)
Unearned compensation (2,497) (2,564)
69,649 68,347
Treasury stock, 1,500 shares of common held at ¢ ost 8,073 8,073
Total shareholders' equity 61,576 60,274
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $ 183,767 $ 148,381

The accompanying notes are an integral part oktetements.




INTERDIGITAL COMMUNICATIONS CORPORATION AND SUBSIDI

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(in thousands, except per share data)

(unaudited)

FOR THE THREE MONTHS
ENDED MARCH 31,

REVENUES

OPERATING EXPENSES:
Sales and marketing
General and administrative
Patents administration and licensing
Development

Income (loss) from operations
INTEREST INCOME (EXPENSE):

Interest income

Interest and financing expenses

Income (loss) before income taxes

INCOME TAX PROVISION

Net income (loss)

PREFERRED STOCK DIVIDENDS

2002

NET INCOME (LOSS) APPLICABLE TO COMMON SHAREHOLDERSS$ 16

NET INCOME (LOSS) PER COMMON SHARE - BASIC

WEIGHTED AVERAGE NUMBER OF COMMON
SHARES OUTSTANDING - BASIC

NET INCOME (LOSS) PER COMMON SHARE - DILUTED
WEIGHTED AVERAGE NUMBER OF COMMON

SHARES OUTSTANDING - DILUTED

The accompanying notes are an integral part oktetements.

2001

1,000 1,191
3,694 3,601
2,855 1,724
11,815 10,876
19,454 17,392
1,495  (2,705)
585 1,549
(85)  (56)
1,995  (1,212)
(1,945)  (909)

50  (2,121)
(34)  (34)
$ (2,155)

$ 0.00 $ (0.04)
53,966 53,127

$ 0.00 $ (0.04)
56,847 53,127




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

(unaudited)
FOR THREE MONTHS
ENDED MARCH 31,
2002 2001
CASH FLOWS FROM OPERATING ACTIVITIES:
Net income (loss) before preferred stock divide nds $ 50 $ (2,121
Adjustments to reconcile net income (loss) to n et
cash provided (used) by operating activities -
Depreciation and amortization 1,982 1,370
Deferred revenue recognized (12,867) (2,669
Increase in deferred revenue 46,000 19,500
Amortization of unearned compensation 702 770
Increase in deferred charges (3,978) (3,738
Other - 31
Decrease (increase) in assets-
Receivables (43,119) (12,351
Other current assets 630 1,466
Increase (decrease) in liabilities-
Accounts payable (2,255) (897
Accrued compensation (2,001) (837
Other accrued expenses 5,117 1,010
Net cash provided (used) by operating activitie S (9,739) 1,534
CASH FLOWS FROM INVESTING ACTIVITIES:
Sale of short-term investments, net 17,970 9,907
Purchases of property and equipment (2,029) (3,038
Patent costs (659) (567
Net cash provided by investing activities 15,282 6,302
CASH FLOWS FROM FINANCING ACTIVITIES:
Net proceeds from exercise of stock options and warrants
and employee stock purchase plan 698 408
Lease obligations incurred 195 --
Payments on long-term debt, including capital | ease obligations (104) (202
Cash dividends on preferred stock (34) (34
Net cash provided by financing activities 755 272
NET INCREASE IN CASH AND CASH EQUIVALENTS 6,298 8,108
CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOD 17,892 12,343
CASH AND CASH EQUIVALENTS, END OF PERIOD $ 24,190 $ 20,451
SUPPLEMENTAL CASH FLOW INFORMATION:
Interest paid $ 47 $ 54
Income taxes paid, including foreign withholdin g taxes $ 791 $ 1,259

The accompanying notes are an integral part oktetements.



INTERDIGITAL COMMUNICATIONS CORPORATION AND SUBSIDI  ARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
MARCH 31, 2002
(UNAUDITED)

1. BASIS OF PRESENTATION:

In the opinion of management, the accompanying dited condensed consolidated financial statementtam all adjustments, consisting
only of normal recurring adjustments necessaraftair statement of the financial position of Iid&jital Communications Corporation
(collectively with its subsidiaries referred tolaterDigital, the Company, we, us and our) as oféhe31, 2002, and the results of operations
for the three month periods ended March 31, 20022891, and cash flows for the three months endatiM31, 2002 and 2001. The
accompanying unaudited condensed consolidateddialestatements have been prepared in accordartieghei instructions for Form 10-Q
and accordingly do not include all of the detadetiedules, information and notes necessary tomrésdy the financial condition, results of
operations and cash flows in conformity with gefigr@accepted accounting principles. Therefore, ¢hfzancial statements should be read in
conjunction with the financial statements and ntiteseto contained in the Company's latest Annegd® on Form 10-K filed with the
Securities and Exchange Commission (SEC). Theteestibperations for interim periods are not neaglysindicative of the results to be
expected for the entire year.

Certain reclassifications were made to the statésrafrcash flows for prior periods to conform te tturrent presentation.

The preparation of financial statements in confeymiith generally accepted accounting principleguiees management to make estimates
and assumptions that affect the reported amourdassats and liabilities and disclosure of contihgssets and liabilities as of the date of the
financial statements, as well as the reported amsafrrevenues and expenses during the reportingdéictual results could differ from
those estimates.

2. LEGAL PROCEEDINGS:

InterDigital and InterDigital Technology Corporati¢l TC), a wholly-owned subsidiary, remain parties certain patent-related litigation
with Ericsson Inc. (Ericsson) in which ITC is adsey patent infringement. ITC generally is seekimiginctive relief and monetary damages.
Ericsson generally seeks declarations that ITGanpsare invalid and/or that Ericsson's produotaat infringe ITC's patents as well as
monetary damages. We have not recorded any géis®related to this matter other than legal faespf insurance reimbursements.

The Company is in arbitration with Samsung EledtsiCo., LTD. (Samsung). The arbitration proceedilegl by ITC against licensee
Samsung with the International Chamber of Commenternational Court of Arbitration in February 20 continuing. This dispute

involves a patent license agreement with Samsuddsamsung's alleged underreporting of, failuresport and failure to pay royalties on its
more recent covered sales. Among the issues bdohgssed in arbitration is whether Samsung can msgef the most favored licensee
provision contained in the license agreement drsth,ihow such rights would affect Samsung's rgyaftigations. The ultimate resolution of
the dispute will determine whether or not Samsungtrmake additional royalty payments to ITC, but mdt impact amounts previously p:

by Samsung. At March 31, 2002, our balance shegaoeed $7.2 million of deferred revenue associatid the Samsung license agreement,
the future recognition and timing of which couldibgacted by the ultimate resolution of this matiéo revenue was recognized in the first
quarter 2002 in connection with the Samsung liceggeement pending the outcome of the disputeutsnol Further, we have not recorded
any gain or loss related to this matter other tbgal fees.

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

3. INCOME PER SHARE:
The following table sets forth a reconciliationtbé shares used in the basic and diluted net in¢twsg) per share computations:
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(In thousands, except per share data)

Three Months End ed March 31, 2002 Three Months Ended March 31, 2001
Income (loss) S hares Per-Share  Income (loss) S hares Per-Share
(Numerator) (Den ominator) Amount (Numerator)  (Den ominator) Amount

Income per Share-Basic:
Income (loss) available to
common stockholders $16 53,966 $0.00 $(2,155) 53,127 $(0.04)

Effect of dilutive options and

warrants 2,881

Income per Share-Diluted:
Income (loss) available to
common stockholders +
dilutive effects of options
and warrants $16 56,847 $0.00 $(2,155) 53,127 $(0.04)

For the three months ended March 31, 2002, optotstanding of 4.2 million were excluded from tllenputation of diluted earnings per
share because they were antidilutive. For the threeths ended March 31, 2001, all options and wsraere excluded from the computa
of diluted earnings per share as a result of dosstreported in the period.

4. CUSTOMER AGREEMENT:

In January 2002, we entered into a worldwide rgyb#aring license agreement (3G Agreement) with NEEporation of Japan (NEC) for
sales of wireless products compliant with all THdneration (3G) and narrowband Code Division NidtiAccess (CDMA) standards. We
also concurrently reached an amicable settlemeatS&cond Generation (2G) patent licensing dis(@eDispute) with NEC in connection
with a 1995 2G patent license agreement (1995 Ageat).

The 3G Agreement provides that NEC is to pay usyalty on each licensed product sold by NEC. NES® algreed to pay us a non-
refundable advance royalty of $19.5 million, whighs received in April 2002. Once that advance asted, NEC will be obligated to pay
us additional royalties as it sells licensed prasiud/e recognized revenue of approximately $9 amilin the first quarter 2002 related to the
$19.5 million advance royalty and will recognizelainal revenue as licensed products are sold.

In settlement of the 2G Dispute, NEC has agregzhjous $53 million in four equal non-refundabletatisnents, payable in the second and
fourth quarters of 2002 and 2003, respectively. flilse of these payments was received in April 2082xchange for these payments, NEC's
royalty obligation for all PHS (Personal Handyph@&ystem) and PDC (Pan Asian Digital Cellular) prtdisold under the 1995 Agreement
will be considered paid up. Otherwise, the 1995e&gnent remains unaltered by the settlement. ClyréEC has no further royalty

payment obligations under that agreement basedisting prepaid units and certain other unique iowns included in the 1995 Agreement.
In connection with the $53 million settlement, we eecognizing revenue on a straight-line bassnfthe January 2002 agreement date until
February 2006, which is the expected period oftysREC. In the first quarter 2002, we recognizepragimately $2.6 million of revenue
related to this settlement.

We have recognized in accounts receivable amowrtsidder this agreement within the next 12 morabsyell as the associated deferred
revenue.



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

OVERVIEW

The following discussion should be read in conjigrctvith the condensed consolidated financial stetgs and notes thereto contained
elsewhere in this document, in addition to the Canys Annual Report on Form 10-K for the fiscalryeaded December 31, 2001 filed with
the SEC.

SIGNIFICANT TRANSACTION

In January 2002, we entered into a worldwide rgyb#aring license agreement (3G Agreement) with NEgporation of Japan (NEC) for
sales of wireless products compliant with all THdneration (3G) and narrowband Code Division NhidtiAccess (CDMA) standards. We
also concurrently reached an amicable settlemeatS&cond Generation (2G) patent licensing dis(@eDispute) with NEC in connection
with a 1995 2G patent license agreement (1995 Ageadt).

The 3G Agreement provides that NEC is to pay wsyalty on each licensed product sold by NEC. NESD algreed to pay us a non-
refundable advance royalty of $19.5 million, whighs received in April 2002. Once that advance masted, NEC will be obligated to pay
us additional royalties as it sells licensed praslud/e recognized revenue of approximately $9 amilin the first quarter 2002 related to the
$19.5 million non-refundable advance royalty antl seicognize additional revenue as licensed pralact sold.

In settlement of the 2G Dispute, NEC has agregzayous $53 million in four equal non-refundabledtisnents, payable in the second and
fourth quarters of 2002 and 2003, respectively. flilse of these payments was received in April 2082xchange for these payments, NEC's
royalty obligation for all PHS (Personal Handyph@&ystem) and PDC (Pan Asian Digital Cellular) prtdisold under the 1995 Agreement
will be considered paid up. Otherwise, the 1995e&gnent remains unaltered by the settlement. ClyréEC has no further royalty

payment obligations under that agreement basedisting prepaid units and certain other unique gions included in the 1995 Agreement.
In connection with the $53 million settlement, we eecognizing revenue on a straight-line bassnfthe January 2002 agreement date until
February 2006, which is the expected period ofysREC. In the first quarter 2002, we recognizepragimately $2.6 million of revenue
related to this settlement.

We have recognized in accounts receivable amowmtsidder this agreement within the next 12 morabsyell as the associated deferred
revenue.



FINANCIAL POSITION, LIQUIDITY AND CAPITAL REQUIREME  NTS

First quarter 2002 cash flow used for operatingviigs was $9.7 million compared to $1.5 millioropided by operating activities in the first
quarter of 2001. The decrease in operating caghifi2002 resulted from lower cash earnings (nedine adjusted for non-cash impacts of
depreciation, amortization and deferred revenuegmized) in the period.

Net cash provided from investing activities in flist quarter 2002 was $15.3 million compared ta3%8illion in the same period of 2001.

the first three months of 2002, we converted $88illon of short-term, marketable securities insb compared to $9.9 million in last year's
first quarter. Also, during the first quarter 20@02/estments in hardware, software, patents aner @thuipment decreased to $2.7 million fi
$3.6 million in the first quarter 2001.

Net cash provided by financing activities in thastfiquarter 2002 was $0.8 million compared to $06ilBon in last year's first quarter. Tl
increase in 2002 primarily resulted from higher pretceeds related to option and warrant exerc@§ (million in 2002 versus $0.4 million
in first quarter 2001).

As of March 31, 2002, we had $78.6 million of casdish equivalents and short-term investments, coedpa $90.4 million as of December
31, 2001. Our working capital (excluding cash, cagbivalents, short-term investments, current nitagarof debt and current deferred
revenue) increased to $49.8 million at March 3D2om $8.0 million at December 31, 2001. The éaae in first quarter 2002 was due to
the recognition of $46 million of receivables asated with the 2G and 3G obligations from NEC. Ased above, we received $32.75
million (before non-U.S. source withholding tax&®m NEC in April 2002 and expect to receive aniiddal payment of $13.25 million
from NEC in the fourth quarter 2002.

We are capable of supporting our operating requerégmfor the near future through cash and sham-tevestments on hand, as well as other
internally generated funds, primarily from 2G patiéensing royalties. At present, we do not aptité the need to seek any additional
financing through either bank facilities or theesaf debt or equity securities.

As of March 31, 2002, we had net operating losslN€arryforwards of approximately $149 million fathich no deferred tax asset has been
recorded. We expect that we will continue to payrse withholding taxes to non-U.S. countries reldteroyalties, local and state income
taxes, and alternative minimum taxes when appliahit as a result of these NOLs, we do not exjogeay federal income taxes in the near
future.

Property and equipment are currently being utilimedur on-going business activities, and we belithat no write-downs are required at this
time due to lack of use or technological obsoleseeWVith respect to patent assets, we believetiediair value of our patents is at least e«
to the carrying value included in the March 31, 2@lance sheet.

RESULTS OF OPERATIONS
First Quarter of 2002 Compared to the First Quarterof 2001
Revenues

Revenues in first quarter of 2002 totaled $20.9ionj compared to $14.7 million in last year'sffigsiarter. Royalty revenue in this year's first
quarter increased to $19 million from $8.0 millionthe first quarter 2001. The increase was dugelgrto (i) initial patent licensing royalties
of over $9.0 million related to sales of 3G andraaband CDMA products, about 80% of which was httiable to pre-2002 build-out of 3G
systems, particularly in Japan, and (ii) the redigmof $2.6 million related to the settlementtbé& above-noted 2G Dispute. In the first
quarter 2002, specialized engineering serviceswsxvassociated with the validation and complettages of Wideband Time Division Dupl
(WTDD) technology development work for Nokia was®illion, compared to peak development relategmeies of $6.7 million in the
comparable period last year.



Operating Expenses

Development expenses in the first quarter of 20@2siased 9% to $11.8 million from $10.9 milliontlve first quarter of 2001. This increase
over last year's first quarter was due primarilyntreased staff and activity levels devoted toVB@eband Code Division Multiple Access
(WCDMA) technology platform and product development

Sales and marketing expenses of $1.1 million irfitsequarter of 2002 decreased 9% from $1.2 onillin last year's first quarter. The
decrease in the first quarter of 2002 was mainky tdureduced trade show activity costs.

General and administrative expenses for the fiarigr of 2002 increased slightly to $3.7 millioarh $3.6 million in the first quarter of
2001.

Patents administration and licensing expensesase66% to $2.9 million in the first quarter oD2Grom $1.7 million in the comparable
period of 2001. The increase was due to expandipatent licensing personnel and related activitidgher costs associated with patent
related enforcement activities and commissiongedlto patent license royalties.

Other Income and Expense

Interest income of $0.6 million decreased 62% f&firb million in last year's first quarter primaridye to lower yields available in 2002 as
compared to 2001.

Income Taxes

The income tax provision in both the first quad&002 and 2001 consisted primarily of withholdiages associated with patent licensing
royalties, principally from Japan.

Expected Trends

Notwithstanding our first quarter financial resuftsr the near term, our royalty revenue will con to be affected by sales trends in
mobile wireless market, particularly the sales geniance of leading Japanese equipment producersephesent a significant portion of our
licensees, whether we are able to expand our keehase and whether we are successful in othertpatbrcement activities. As noted
above, we benefited in the first quarter from alitieporting of royalties associated with the p@®2 buildeut that should not be considere:
baselining future quarterly royalties.

We still foresee our 2002 operating expenses grpwindestly over 2001 levels as we maintain our cament to investing in technology
and product development for 3G WCDMA technologytfplans. Based on expected royalties from currensees and planned expenses
are optimistic that we will achieve both yearyar revenue growth in 2002 at the upper end opeoeviously stated target of 10% to 20%
near breakeven cash flow for the year. We alsoimoato be aggressive in seeking new 2G and 3@ding arrangements that, if successful,
would produce additional revenue and cash flow hdyaur original targets.

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

The foregoing Management's Discussion and Anabya@igains forward-looking statements reflecting, amother things, the Company's
beliefs and expectations as to (i) our ability xpand our licensee base, (ii) revenues, operatipgreses, and cash flow, and (iii) our success
in patent enforcement and the materiality of thaees and rulings in the Ericsson lawsuit. Wordshsag "objective”, "intend”, "believes",

"whether", "foresee”, "expected", "optimistic", 4ficcessful”, and "would" are intended to idengifigh forward-looking statements.

Such forwardooking statements are subject to risks and uniogiga. We caution the reader that important factorsome cases have affec
and, in the future, could materially affect acttedults and cause actual results to differ materiedm the results expressed in any such
forward looking statement due to a variety of fagtocluding, but not limited to the following faxs: (i) the market relevance of our
technologies; limited or no deployment of WTDD teology; changes in technology preferences of gii@ajgartners or consumers; the
availability or development of substitute technaésgor competition from competitive technologiesr ability to leverage our existing and
enter into additional strategic relationships, f@ijure of the 3G market to materialize in the manor time frame anticipated,

(iii) the effects of global economic conditionsade barriers, political instability, governmeniakhsing decisions, and delays in spectrum
licensing, and (iv) changes or lack of changefi@liusiness plans of certain licensees, our aldignter into additional licenses, the
performance of our licensees in selling their pagudevelopments in patent litigation mattersyifeitorders, rulings and opinions of the Ju
in the Ericsson case and their resulting impadtaamsing. InterDigital undertakes no duty to palliupdate any forward-looking statements,
whether as a result of new information, future ésem otherwise.

Item 3. QUANTITATIVE AND QUALITATIVE DISCLOSURE ABO UT MARKET RISK

There have been no material changes in quantitatidequalitative market risk from the disclosureluded in our Annual Report on Form 10-
K filed on March 29, 2002 for the year ended Decendi, 2001 (Form 10-K).
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PART Il - OTHER INFORMATION
ltem 1. LEGAL PROCEEDINGS
Ericsson

As reported in our Form 10-K, the Company and Digital Technology Corporation ("ITC"), the Companwholly-owned subsidiary, are
parties to a lawsuit involving Ericsson Inc. ("EBson"). As is typical in such litigation, each gargs filed pre-trial motions with the Court
under seal seeking to limit issues at trial andisoiss the other party’'s case in whole or in fartdate, the Judge has ruled on certain of the
pre-trial motions, which have not disposed of thse; and placed those orders under seal. In ApOD2a "Markman" hearing was held for
purposes of patent claim construction and the Jsdbsequently issued his claim construction ruligisce the Judge was free to modify the
published Special Master's Markman recommendatimomassumption should be made regarding the coafehé Judge's claim construction
rulings. The Company believes that these ordergalitdys have not materially affected the relie€ls seeking. Court ordered mediation
between the parties is continuing. A trial date matsbeen set.

Samsung

As reported in our Form 10-K, the Company is intaation with Samsung Electronics Co., Ltd. ("Samgl) regarding a patent license
agreement with Samsung and Samsung's alleged epdeting of, failure to report and failure to payalties on its more recent covered
sales. Based on recent information that has beewaigable to the Company, ITC has revised upweardestimates of past due royalties o
by Samsung through the end of 2001, and furtheged that royalties continue to be payable witbssaf covered products after that date. In
Samsung's Answer to ITC's Complaint, Samsung hesnaed various arguments that would cause Samsuitigisite royalty obligation to
ITC to be excused or substantially reduced bel@awatimount alleged by ITC if any of such argumentdispted by the arbitrators. While ITC
has advanced what it believes to be strong andiggire arguments regarding its positions, ITC dae go assurance that the arbitration will
be decided in its favor. Moreover, any consenseidlesnent would likely be at substantially lowevdés than the amount alleged in the
Complaint. There can be no assurance that any eenaksettlement of the arbitrated dispute wiltdeched.

Item 6. EXHIBITS AND REPORTS ON FORM 8-K
(a) The following is a list of exhibits filed asnpaf this Quarterly Report on Form 10-Q:

Exhibit 10.50 2002 Stock Award and Incentive Plan.
(b) The following is a list of Current Reports oarf 8-K filed during the first quarter of 2002:

We filed a Current Report on Form 8-K dated Jand#ry2002 under Item

5 - Other Events relating to the Company's annauece: that ITC entered into a royalty-bearing limagreement with NEC for sales of
wireless products compliant with all 3G and narramh CDMA standards, as well as the Company's ateicaitlement of a 2G patent
licensing dispute with NEC in connection with a 59@ense agreement. No financial statements wie With this report.
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SIGNATURES

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

INTERDIGITAL COMMUNICATIONS CORPORATION

Date: My 15, 2002 /sl Howard E. Gol dberg

Howard E. Gol dberg
Presi dent and Chief Executive Oficer

Date: May 15, 2002 /sl R J. Fagan
Ri chard J. Fagan
Executive Vice President and Chief
Fi nancial O ficer
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Exhibit 10.50
INTERDIGITAL COMMUNICATIONS CORPORATION
2002 Stock Award and Incentive Plan

1. Purpose. The purpose of this 2002 Stock Awaddlacentive Plan (the "Plan") is to aid InterDigi@ommunications Corporation, a
Pennsylvania corporation (the "Company"), in attray, retaining, motivating and rewarding employaesd other persons who provide
services to the Company or its subsidiaries oliaffis, to provide for equitable and competitivenp@nsation opportunities, to encourage
long-term service, to recognize individual conttibns and reward achievement of Company goalst@apdomote the creation of long-term
value for shareholders by closely aligning theriesés of Participants with those of shareholdeng Flan authorizes stock-based and cash-
based incentives for Participants.

2. Definitions. In addition to the terms defined3action 1 above and elsewhere in the Plan, th@xfivlg capitalized terms used in the Plan
have the respective meanings set forth in thisi@ect

(&) "Award" means any Non-qualified Stock OptioARS Restricted Stock, Deferred Stock, Stock gra@tgd bonus or in lieu of another
award, Dividend Equivalent, Other Stock-Based AwardPerformance Award, together with any relatghtror interest, granted to a
Participant under the Plan.

(b) "Beneficiary" means the legal representatiish® Participant's estate entitled by will or thers of descent and distribution to receive the
benefits under a Participant's Award upon a Paditi's death, provided that, if and to the extetti@ized by the Committee, a Participant
may be permitted to designate a Beneficiary, incivitiase the "Beneficiary” instead shall be the@¥g (if any are then surviving), trust(s)
or entity(ies) which have been designated by thidizant in his or her most recent written beniefig designation filed with the Committee
to receive the benefits specified under the Paditi's Award upon such Participant's death.

(c) "Board" means the Company's Board of Directors.
(d) "Change in Control" and related terms haventleanings specified in Section 8.
(e) "Code" means the Internal Revenue Code of 1&8&mended.

(f) "Committee” means a committee of two or monediors designated by the Board to administer the.F he full Board may perform any
function of the Committee hereunder, in which dégeterm "Committee" shall refer to the Board.isdiy, the Compensation and Stock
Option Committee of the Board of Directors will esignated as the "Committee" under the F



(9) "Deferred Stock" means a right, granted to @i¢pant under
Section 6(e), to receive Stock or other Awards combination thereof at the end of a specified wafgeriod.

(h) "Dividend Equivalent" means a right, grantedtBarticipant under Section 6(g), to receive c8sbgk, other Awards or other property
equal in value to all or a specified portion of theidends paid with respect to a specified nundieshares of Stock.

(i) "Effective Date" means the effective date sfiediin Section 10(r).
(j) "Eligible Person" has the meaning specifie®etction 5.
(k) "Exchange Act" means the Securities Exchangeofd934, as amended.

(1) "Fair Market Value" means the fair market vahfeStock, Awards or other property as determingthie Committee or under procedures
established by the Committee. Unless otherwisermd@ted by the Committee, the Fair Market Value tfc® shall be the closing sale price
reported on the composite tape of the principalksexchange on which the Stock is listed on theatagf which such value is being
determined or, if there is no sale on that day e the last previous day on which a sale wasrtego

(m) "Non-qualified Stock Option" means an option to purchaek or other Awards pursuant to Section 6(b)ctvloption is designated a:
non-qualified stock option and is not intended walify as an incentive stock option within the miagnof Code Section 422.

(n) "Other Stock-Based Awards" means Awards gratdedParticipant under Section 6(h).

(o) "Participant” means a person who has beeneplaart Award under the Plan which remains outstandicluding a person who is no
longer an Eligible Person.

(p) "Performance Award" means a conditional rigingnted to a Participant under Section 6(i), t@rex cash, Stock or other Awards or
payments, as determined by the Committee, based pgrdormance criteria specified by the Committee.

(q) "Restricted Stock" means Stock granted to siddaant under
Section 6(d) which is subject to certain restristi@nd to a risk of forfeiture.

(r) "Stock" means the Company's Common Stock, aydo¢her equity securities of the Company that fpepubstituted or resubstituted for
Stock pursuant to Section 10(c).



(s) "Stock Appreciation Rights" or "SAR" means ghtigranted to a Participant under Section 6(c).
3. Administration.

(a) Authority of the Committee. The Plan shall benénistered by the Committee, which shall have dnldl final authority, in each case
subject to and consistent with the provisions efftan, to select Eligible Persons to become Raatits; to grant Awards; to determine the
type and number of Awards, the dates on which Awandy be exercised and on which the risk of farfeior deferral period relating to
Awards shall lapse or terminate, the acceleratfeang such dates, the expiration date of any Awaitkther, to what extent, and under what
circumstances an Award may be settled, or the eseeprice of an Award may be paid, in cash, Stotker Awards, or other property, and
other terms and conditions of, and all other mattelating to, Awards; to prescribe documents enéiey or setting terms of Awards (such
Award documents need not be identical for eachdfaant), amendments thereto, rules and regulafionthe administration of the Plan and
amendments thereto, and standardized terms andioosdf awards and amendments thereto (whicsp gpecified by the Committee, shall
be deemed to be incorporated into and a part 8fRl#in); to construe and interpret the Plan andrAwlacuments and correct defects, supply
omissions or reconcile inconsistencies therein;tandake all other decisions and determinatiorth@€ommittee may deem necessary or
advisable for the administration of the Plan. Diecis of the Committee with respect to the admiatsin and interpretation of the Plan shall
be final, conclusive, and binding upon all persiisrested in the Plan, including Participants, &maries, transferees under Section 10(b)
and other persons claiming rights from or throudtagicipant, and shareholders.

(b) Manner of Exercise of Committee Authority. Tdwpress grant of any specific power to the Commitéad the taking of any action by the
Committee, shall not be construed as limiting aower or authority of the Committee. The Committesyrdelegate to officers or managers
of the Company or any subsidiary or affiliate, onunittees thereof, the authority, subject to secms as the Committee shall determine, to
perform such functions, including administrativadtions.

(c) Limitation of Liability. The Committee and eaatember thereof, and any person acting pursuaaittwrity delegated by the Committee,
shall be entitled, in good faith, to rely or acbapany report or other information furnished by amgcutive officer, other officer or employee
of the Company or a subsidiary or affiliate, then@any's independent auditors, consultants or amgr @tgents assisting in the administration
of the Plan. Members of the Committee, any persting pursuant to authority delegated by the Cortamjtand any officer or employee of
the Company or a subsidiary or affiliate actinghat direction or on behalf of the Committee or kedgate shall not be personally liable for i
action or determination taken or made in good faith respect to the Plan, and shall, to the expentitted by law, be fully indemnified and
protected by the Company with respect to any setibraor determination.
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4. Stock Subject to Plan.

(a) Overall Number of Shares Available for DeliveBubject to adjustment as provided in Section)l@ife total number of shares of Stock
reserved and available for delivery in connectidgtihviiwards under the Plan shall be one million fiuendred thousand. Any shares of Stock
delivered under the Plan shall consist of authdresed unissued shares or treasury shares.

(b) Share Counting Rules. The Committee may adegsanable counting procedures to ensure appropoatging, avoid double counting
(as, for example, in the case of tandem or substitwards) and make adjustments if the numberarestof Stock actually delivered differs
from the number of shares previously counted imeation with an Award. Shares subject to an Awhad is canceled, expired, forfeited,
settled in cash or otherwise terminated withoutlavdry of shares to the Participant will againdwailable for Awards, and shares withhel
payment of the exercise price or taxes relatingntdward and shares equal to the number surrendtepsament of any exercise price or
taxes relating to an Award shall be deemed to dotstshares not delivered to the Participant dradl §e deemed again to be available for
Awards under the Plan. In addition, in the casargf Award granted in substitution for an award ebanpany or business acquired by the
Company or a subsidiary or affiliate, shares issuedsuable in connection with such substitute Adashall not be counted against the
number of shares reserved under the Plan, buttshalailable under the Plan by virtue of the Camyfsaassumption of the plan or
arrangement of the acquired company or business.

5. Eligibility. Awards may be granted under therPtaly to Eligible Persons. For purposes of thenPdam "Eligible Person" means an
employee of the Company or any subsidiary or atlj or a consultant or other person who providestantial services to the Company or
subsidiary or affiliate, but excluding any persomow(i) is the Company's president, principal finahofficer, principal accounting officer (or,
if there is no such accounting officer, the conéng| any vice-president of the Company in charfye principal business unit, division or
function (such as sales, administration or finanary other person who performs a policy-making:fiom for the Company, (ii) is an officer
of one or more of the Company's subsidiaries teitent that he or she performs such policy-makimgtions identified in clause

(i) for the Company, or (iii) is a member of thed®d. The term "Eligible Person" shall also inclaggy person who has been offered
employment by the Company or a subsidiary or affj provided that such prospective employee mayeteive any payment or exercise
any right relating to an Award until such persos bammenced employment with the Company or a sidogidr affiliate of the Company.
An employee on leave of absence may be considerstillan the employ of the Company or a subsidiar affiliate for purposes of eligibilit
for participation in the Plan, if so determinedthg Committee. A joint venture in which the Compamnya subsidiary has a substantial direct
or indirect equity investment may be deemed atiatfi if so determined by the Committee, but sdetermination shall be solely for
purposes of this Plan.

6. Specific Terms of Awards.

(a) General. Awards may be granted on the termsanditions set forth in this Section 6; providadttno Award may be granted after the
close of business on the date of the Company'sshmmeeting of shareholders held in 2003. In addjttbe Committee may impose on any
Award or the exercise thereof, at the date of goatihereafter (subject to Section 10(e)), suclitiadl terms and conditions, not inconsist
with the provisions of the Plan, as the Committeslsietermine, including terms requiring forfe#usf Awards in the event of termination of
employment or service by the Participant and tguersitting a Participant to make elections relatimgpis or her Award. The Committee
shall retain full power and discretion with respecany term or condition of an Award that is na@ndatory under the Plan. The Committee
may require payment of consideration for an Awasdaiept as otherwise limited by the Plan.
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(b) Non-qualified Stock Options. The Committeeushmrized to grant Non-qualified Stock Options trtiipants on the following terms and
conditions:

(i) Exercise Price. The exercise price per shaigtotk purchasable under a Non-qualified Stockd@ypshall be determined by the
Committee, but such exercise price shall be nattlezn the Fair Market Value of a share of Stockhendate of grant of such Non-qualified
Stock Option, subject to Sections 6(f) and 8(alesmthe Committee finds there to exist extraomgicacumstances such that the grant of a
Non-Qualified Stock Option with an exercise price ldsan such Fair Market Value is appropriate.

(i) Option Term; Time and Method of Exercise. TBemmittee shall determine the term of each NonifiedlStock Option. The Committee
shall determine the time or times at which or tineumnstances under which a Ngnalified Stock Option may be exercised in wholéngpart
(including based on achievement of performancesgaiatl/or future service requirements), the methgdshich such exercise price may be
paid or deemed to be paid and the form of such payifsubject to Section 10(k)), including, withdintitation, cash, Stock, other Awards or
awards granted under other plans of the Compaayysubsidiary or affiliate, or other property (uding notes and other contractual
obligations of Participants to make payment onfarded basis, such as through "cashless exeraismigements, to the extent permitted by
applicable law), and the methods by or forms inchit®tock will be delivered or deemed to be delidenesatisfaction of Non-qualified Stock
Options to Participants (including deferred delvef shares representing the Non-qualified Stockddg'profit," at the election of the
Participant or as mandated by the Committee, witth sleferred shares subject to any vesting, forior other terms as the Committee may

specify).
(c) Stock Appreciation Rights. The Committee ishanized to grant SARs to Participants on the folfmyuterms and conditions:

(i) Right to Payment. An SAR shall confer on thetiégpant to whom it is granted a right to receiuppn exercise thereof, the excess of (A)
the Fair Market Value of one share of Stock ondate of exercise (or, in the case of a "Limited $ARe Fair Market Value determined by
reference to the Change in Control Price, as défimeler Section 8(d) hereof) over (B) the grarterf the SAR as determined by the
Committee.

(if) Other Terms. The Committee shall determinéhatdate of grant or thereafter, the time or timeshich and the circumstances under
which a SAR may be exercised in whole or in pantl(iding based on achievement of performance goalfor future service requirements),
the method of exercise, method of settlement, fofconsideration payable in settlement, methodfpions in which Stock will be deliver:
or deemed to be delivered to Participants, andvanedr not a SAR shall be free-standing or in tamde combination with any other Award.
Limited SARs that may only be exercised in conmectvith a Change in Control or other event as $jgecby the Committee may be granted
on such terms, not inconsistent with this Secti@),&s the Committee may determine.

5



(d) Restricted Stock. The Committee is authorizegrant Restricted Stock to Participants on thie¥dhg terms and conditions:

(i) Grant and Restrictions. Restricted Stock shalkubject to such restrictions on transferabitigk of forfeiture and other restrictions, if a

as the Committee may impose, which restrictions lapge separately or in combination at such timeder such circumstances (including
based on achievement of performance goals andimefgervice requirements), in such installmentstioerwise and under such other
circumstances as the Committee may determine atateeof grant or thereafter. Except to the extestricted under the terms of the Plan and
any Award document relating to the Restricted StacRarticipant granted Restricted Stock shall faivef the rights of a shareholder,
including the right to vote the Restricted Stock #me right to receive dividends thereon (subjearty mandatory reinvestment or other
requirement imposed by the Committee).

(i) Forfeiture. Except as otherwise determinedhsy Committee, upon termination of employment eovise during the applicable restriction
period, Restricted Stock that is at that time stthje restrictions shall be forfeited and reacaiiiog the Company; provided that the
Committee may provide, by rule or regulation oaity Award document, or may determine in any indialccase, that restrictions or
forfeiture conditions relating to Restricted Stagk lapse in whole or in part, including in theet of terminations resulting from specified
causes.

(iii) Certificates for Stock. Restricted Stock grash under the Plan may be evidenced in such maigre Committee shall determine. If
certificates representing Restricted Stock aresteggd in the name of the Participant, the Committay require that such certificates bear an
appropriate legend referring to the terms, conditiand restrictions applicable to such Restrictedis that the Company retain physical
possession of the certificates, and that the Maatit deliver a stock power to the Company, endbisdlank, relating to the Restricted Stc

(iv) Dividends and Splits. As a condition to theugtrof an Award of Restricted Stock, the Committesy require that any dividends paid on a
share of Restricted Stock shall be either (A) patth respect to such Restricted Stock at the divideayment date in cash, in kind, or in a
number of shares of unrestricted Stock having aMarket Value equal to the amount of such dividgrat (B) automatically reinvested in
additional Restricted Stock or held in kind, whattall be subject to the same terms as appliecetorilginal Restricted Stock to which it
relates, or (C) deferred as to payment, eithercash deferral or with the amount or value theeztbmatically deemed reinvested in share
Deferred Stock, other Awards or other investmetiales, subject to such terms as the Committed datdrmine or permit a Participant to
elect. Unless otherwise determined by the Commiéeck distributed in connection with a Stock spii Stock dividend, and other property
distributed as a dividend, shall be subject tori@&ins and a risk of forfeiture to the same ek@nthe Restricted Stock with respect to which
such Stock or other property has been distributed.



(e) Deferred Stock. The Committee is authorizegrémt Deferred Stock to Participants, which arétego receive Stock, other Awards, or a
combination thereof at the end of a specified defgreriod, subject to the following terms and dtinds:

() Award and Restrictions. Issuance of Stock wdtur upon expiration of the deferral period spedifor an Award of Deferred Stock by the
Committee (or, if permitted by the Committee, sectdd by the Participant). In addition, DeferredcEtshall be subject to such restrictions
transferability, risk of forfeiture and other réstions, if any, as the Committee may impose, whggirictions may lapse at the expiration of
the deferral period or at earlier specified timesl(gding based on achievement of performance gaadgor future service requirements),
separately or in combination, in installments drestvise, and under such other circumstances adhenittee may determine at the date of
grant or thereafter. Deferred Stock may be satidfie delivery of Stock, other Awards, or a combimathereof (subject to Section 10(k)), as
determined by the Committee at the date of gratteneafter.

(i) Forfeiture. Except as otherwise determinedhsy Committee, upon termination of employment eovise during the applicable deferral
period or portion thereof to which forfeiture cotialis apply (as provided in the Award document emiing the Deferred Stock), all Defer
Stock that is at that time subject to such forfeitconditions shall be forfeited; provided that @@mmittee may provide, by rule or regulation
or in any Award document, or may determine in ardpiiidual case, that restrictions or forfeiture ditions relating to Deferred Stock will
lapse in whole or in part, including in the evehtesminations resulting from specified causes.

(iii) Dividend Equivalents. Unless otherwise detared by the Committee, Dividend Equivalents ongpecified number of shares of Stock
covered by an Award of Deferred Stock shall beegifd) paid with respect to such Deferred Stocthatdividend payment date in cash or in
shares of unrestricted Stock having a Fair Marlat¥ equal to the amount of such dividends, ord@grred with respect to such Deferred
Stock, either as a cash deferral or with the amourtlue thereof automatically deemed reinvesteatiditional Deferred Stock, other Awa
or other investment vehicles having a Fair Markali¢ equal to the amount of such dividends, a€tmamittee shall determine or permit a
Participant to elect.

(f) Bonus Stock and Awards in Lieu of Obligatiofifile Committee is authorized to grant Stock as aidoor to grant Stock or other Awards
in lieu of obligations of the Company or a subgigiar affiliate to pay cash or deliver other prdagamder the Plan or under other plans or
compensatory arrangements, subject to such tersisadidbe determined by the Committee.
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(g) Dividend Equivalents. The Committee is authedizo grant Dividend Equivalents to a Participantjtling the Participant to receive cash,
Stock, other Awards, or other property equivalerdlt or a portion of the dividends paid with resjp® a specified number of shares of St
Dividend Equivalents may be awarded on a freestanasis or in connection with another Award. TioenGittee may provide that
Dividend Equivalents shall be paid or distributeldlen accrued or shall be deemed to have been rédaviesadditional Stock, Awards, or
other investment vehicles, and subject to resbmstion transferability, risks of forfeiture and Buther terms as the Committee may specify.

(h) Other Stock-Based Awards. The Committee is@ighd, subject to limitations under applicable lasvgrant to Participants such other
Awards that may be denominated or payable in, whinavhole or in part by reference to, or othervisesed on, or related to, Stock or fac
that may influence the value of Stock, includingthwut limitation, convertible or exchangeable dsbturities, other rights convertible or
exchangeable into Stock, purchase rights for StAalgrds with value and payment contingent upongrerbince of the Company or business
units thereof or any other factors designated byGbhmmittee, and Awards valued by reference tdtk value of Stock or the value of
securities of or the performance of specified dlibsies or affiliates or other business units. Tmenmittee shall determine the terms and
conditions of such Awards. Stock delivered purstarin Award in the nature of a purchase right gréuwinder this Section 6(h) shall be
purchased for such consideration, paid for at $imeés, by such methods, and in such forms, inclydivithout limitation, cash, Stock, other
Awards, notes, or other property, as the Commgtesd| determine. Cash awards, as an element afpplement to any other Award under
Plan, may also be granted pursuant to this Se6é{ion

(i) Performance Awards. The Committee is authorizegrant Performance Awards on the terms and tiondispecified in this Section

6(i). Performance Awards may be denominated aska@aount, number of shares of Stock, or spedifiedber of other Awards (or a
combination) which may be earned upon achievemesatisfaction of performance conditions specifigdthe Committee. In addition, the
Committee may specify that any other Award shatistibtute a Performance Award by conditioning thyhtiof a Participant to exercise the
Award or have it settled, and the timing there@imi achievement or satisfaction of such performaocelitions as may be specified by the
Committee. The Committee may use such businessiardnd other measures of performance as it may dgpropriate in establishing any
performance conditions, and may exercise its digeréo reduce or increase the amounts payableriamdeAward subject to performance
conditions.

7. Certain Provisions Applicable to Awards.

(a) Stand-Alone, Additional, Tandem, and Substifwerds. Awards granted under the Plan may, irdikeretion of the Committee, be
granted either alone or in addition to, in tandeithyor in substitution or exchange for, any otAgrard or any award granted under another
plan of the Company, any subsidiary or affiliateany business entity to be acquired by the Comparysubsidiary or affiliate, or any other
right of a Participant to receive payment from @@mpany or any subsidiary or affiliate. Awards deahin addition to or in tandem with otl
Awards or awards may be granted either as of thieegame as or a different time from the grant aftsother Awards or awards. Subject to
Section 10(k), the Committee may determine thagramting a new Award, the in-the-money value of smrrendered Award or award may
be applied to reduce the exercise price of any dlealified Stock Option, grant price of any SAR pairchase price of any other Award.

8



(b) Term of Awards. The term of each Award shalfdresuch period as may be determined by the Coteeit

(c) Form and Timing of Payment under Awards; DeflstrSubject to the terms of the Plan (includingti®e 10(k)) and any applicable Awe
document, payments to be made by the Company wvsadiary or affiliate upon the exercise of a Naradified Stock Option or other Award
or settlement of an Award may be made in such fasihe Committee shall determine, including, withamitation, cash, Stock, other
Awards or other property, and may be made in dasipgyment or transfer, in installments, or on #eded basis. The settlement of any
Award may be accelerated, and cash paid in liéstack in connection with such settlement, in treegition of the Committee or upon
occurrence of one or more specified events (subgjeSection 10(k)). Installment or deferred paymenty be required by the Committee
(subject to

Section 10(e)) or permitted at the election ofRtagticipant on terms and conditions establishethbyCommittee. Payments may include,
without limitation, provisions for the payment aediting of reasonable interest on installmentefiedred payments or the grant or crediting
of Dividend Equivalents or other amounts in respédnstallment or deferred payments denominatesitack.

(d) Loan Provisions. With the consent of the Contemsitand subject at all times to, and only to ttterdt, if any, permitted under and in
accordance with, laws and regulations and othatibinobligations or provisions applicable to then@any, the Company may make,
guarantee, or arrange for a loan or loans to aciReat with respect to the exercise of any Nonlifjed Stock Option or other payment in
connection with any Award, including the paymentgblarticipant of any or all federal, state, omldncome or other taxes due in connection
with any Award. Subject to such limitations, then@uittee shall have full authority to decide whetttemake a loan or loans hereunder and
to determine the amount, terms, and provisionsygfsaich loan or loans, including the interest réitany, to be charged in respect of any <
loan or loans, whether the loan or loans are taitie or without recourse against the borrower,tdrens on which the loan is to be repaid and
conditions, if any, under which the loan or loaresyrbe forgiven.

8. Change in Control.

(a) Effect of "Change in Control" on Non-Performar®ased Awards. In the event of a "Change in Cghtiee following provisions shall
apply to non-performance based Awards, includingg/ds as to which performance conditions previohsalye been satisfied or are deemed
satisfied under Section

8(b), unless otherwise provided by the CommittethénAward document:

(i) All deferral of settlement, forfeiture conditie and other restrictions applicable to Awards gunder the Plan shall lapse and such
Awards shall be fully payable as of the time of @eange in Control without regard to deferral apdting conditions, except to the extent of
any waiver by the Participant or other expressteledo defer beyond a Change in Control and sulltgeapplicable restrictions set forth in
Section 10(a);



(i) Any Award carrying a right to exercise that svaot previously exercisable and vested shall beduoilty exercisable and vested as of the
time of the Change in Control and shall remain eisable and vested for the balance of the stated @& such Award without regard to any
termination of employment or service by the Pgptiait other than a termination for "cause" (as @efiim any employment or severance
agreement between the Company or a subsidianyfitatafand the Participant then in effect or, éfe, as defined by the Committee and in
effect at the time of the Change in Control), sab@ly to applicable restrictions set forth in @t 10(a); and

(iii) The Committee may, in its discretion, detemmito extend to any Participant who holds a Non#ige Stock Option the right to elect,
during the 60-day period immediately following tBaange in Control, in lieu of acquiring the shaséStock covered by such Non-qualified
Stock Option, to receive in cash the excess oCthe@nge in Control Price over the exercise priceugh Non-qualified Stock Option,
multiplied by the number of shares of Stock covdngduch Non-qualified Stock Option, and to extemdny Participant who holds other
types of Awards denominated in shares the rigktdot, during the 60-day period immediately follagyithe Change in Control, in lieu of
receiving the shares of Stock covered by such Awarteceive in cash the Change in Control Prictiplied by the number of shares of
Stock covered by such Award.

(b) Effect of "Change in Control" on PerformancesBd Awards. In the event of a "Change in Contngith respect to an outstanding Award
subject to achievement of performance goals anditons, such performance goals and conditiond sleatleemed to be met or exceeded if
and to the extent so provided by the Committe@dénAward document governing such Award or otheeagrent with the Participant.

(c) Definition of "Change in Control." A "Change @ontrol" shall be deemed to have occurred if rafte Effective Date, there shall have
occurred any of the following:

(i) Any "person," as such term is used in Secti8(d}land 14(d) of the Exchange Act (other thanGbenpany, any trustee or other fiduciary
holding securities under an employee benefit pfah@® Company, or any company owned, directly dirgctly, by the shareholders of the
Company in substantially the same proportions @i dwnership of stock of the Company), acquireingpsecurities of the Company and
immediately thereafter is a "50% Beneficial Ownétol purposes of this provision, a "50% Benefi@alner" shall mean a person who is the
"beneficial owner" (as defined in Rule 13d-3 untter Exchange Act), directly or indirectly, of seities of the Company representing 50% or
more of the combined voting power of the Compathés-outstanding voting securities;
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(i) During any period of two consecutive years enemcing on or after the Effective Date, individualso at the beginning of such period
constitute the Board, and any new director (othanta director designated by a person (as defineded who has entered into an agreement
with the Company to effect a transaction describexlibsections (i),

(i), (iv) or (v) of this definition) whose eleatn by the Board or nomination for election by tten@any's shareholders was approved by a
vote of at least two-thirds (2/3) of the directtiren still in office who either were directors hétbeginning of the period or whose election or
nomination for election was previously so approftbe "Continuing Directors") cease for any reasmndnstitute at least a majority thereof;

(iii) The shareholders of the Company have appraveterger, consolidation, recapitalization, or gamization of the Company, or a reverse
stock split of any class of voting securities af tbompany, or the consummation of any such traieseiftshareholder approval is not
obtained, other than any such transaction whichldvasult in at least 50% of the combined votingvpoof the voting securities of the
Company or the surviving entity outstanding immeéaliaafter such transaction being beneficially odibg the persons who were
shareholders of the Company immediately prior &étthnsaction in substantially the same propori®their ownership of the voting power
immediately prior to the transaction; provided tHat purposes of this Section 8(c)(iii), such éouity of ownership (and preservation of
relative voting power) shall be deemed to be datisf the failure to meet such 50% threshold (osubstantially preserve such relative
ownership of the voting securities) is due solelytte acquisition of voting securities by an empypenefit plan of the Company, such
surviving entity or a subsidiary thereof; and pomd further, that, if consummation of the corpotet@saction referred to in this Section 8(c)
(iii) is subject, at the time of such approval imaeholders, to the consent of any government eergonental agency or approval of the
shareholders of another entity or other materiatiogency, no Change in Control shall occur untédtstime as such consent and approva
been obtained and any other material contingensybken satisfied,;

(iv) The shareholders of the Company accept sharashare exchange in which the shareholderssco€timpany immediately before such
share exchange do not or will not own directlyratiiectly immediately following such share exchangae than 50% of the combined vot
power of the outstanding voting securities of thgporation resulting from or surviving such shaxetenge in substantially the same
proportion as the ownership of the Voting Secwitetstanding immediately before such share exahang

(v) The shareholders of the Company have approygdraof complete liquidation of the Company oragmeement for the sale or disposition
by the Company of all or substantially all of ther@pany's assets (or any transaction having a sigfilact); provided that, if consummation
of the transaction referred to in this Section §(cis subject, at the time of such approval byrehalders, to the consent of any governme
governmental agency or approval of the shareholafeasother entity or other material contingenay,Ghange in Control shall occur until
such time as such consent and approval has beaimethiand any other material contingency has batsfied; and
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(vi) Any other event which the Board of Directorfstioe Company determines shall constitute a Cham@wntrol for purposes of this Plan.

(d) Definition of "Change in Control Price." Thet@nge in Control Price" means an amount in cashléguhe higher of (i) the amount of
cash and fair market value of property that isttigiest price per share paid (including extraondirthvidends) in any transaction triggering
the Change in Control or any liquidation of shadm®wing a sale of substantially all assets of @@mpany, or (ii) the highest Fair Market
Value per share at any time during the 60-day pgepieceding and 60-day period following the Chaing@&ontrol.

9. Additional Award Forfeiture Provisions.

(a) Events Triggering Forfeiture. Notwithstanding ather provision of this Plan, the forfeituregsified in this Section 9(a) will be trigge!

if the Participant's employment or engagementrisitgated by the Company and the Board makes ardetation that the Participant, at any
time during the Participant's employment with ogagement by the Company or a subsidiary or afilaftthe Company or at any time dur
the one-year period following such employment agaggement (i) has engaged in any type of disloytalthe Company, including without
limitation, insubordination, fraud, embezzlemehgft or dishonesty in the course of his employneer@ngagement, or (i) has been convic
of a felony, or (iii) has disclosed any confidehtiaproprietary information without the consenttbé Company or (iv) has breached the te
of any written confidentiality agreement or any rammpetition agreement with the Company in any negteespect. In the event of a
termination and Board determination described enpgreceding sentence, all unexercised Non-qualBtedk Options and unexercised or
otherwise unsettled Awards held by the Particijséuatl terminate upon the earlier of the date ahteation of employment or engagement or
the date of the Board's determination.

(b) Committee Discretion. The Committee may, irditscretion, waive in whole or in part the Compamght to forfeiture under this Section,
but no such waiver shall be effective unless ewddrby a writing signed by a duly authorized offioethe Company. In addition, the
Committee may impose additional conditions on Awdry inclusion of appropriate provisions in the @ment evidencing or governing any
such Award.

10. General Provisions.

(a) Compliance with Legal and Other Requiremente& Tompany may, to the extent deemed necessadyisahle by the Committee,
postpone the issuance or delivery of Stock or parofother benefits under any Award until commetof such registration or qualification
of such Stock or other required action under adeifal or state law, rule or regulation, listingotiher required action with respect to any s
exchange or automated quotation system upon wh&stock or other securities of the Company atedisr quoted, or compliance with any
other obligation of the Company, as the Committey consider appropriate, and may require any Raatit to make such representations,
furnish such information and comply with or be &dbjto such other conditions as it may considergppate in connection with the issuance
or delivery of Stock or payment of other benefit€ompliance with applicable laws, rules, and ratiohs, listing requirements, or other
obligations. The foregoing notwithstanding, in ceation with a Change in Control, the Company sta&ié or cause to be taken no action,
and shall undertake or permit to arise no legaomtractual obligation, that results or would régulany postponement of the issuance or
delivery of Stock or payment of benefits under Amyard or the imposition of any other conditionssarch issuance, delivery or payment, to
the extent that such postponement or other comditiould represent a greater burden on a Participantexisted on the 90th day preceding
the Change in Control.
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(b) Limits on Transferability; Beneficiaries. No Aand or other right or interest of a Participant emnthe Plan shall be pledged, hypothecated
or otherwise encumbered or subject to any lierigatibn or liability of such Participant to any pafother than the Company or a subsidiary
or affiliate thereof), or assigned or transferrgdshch Participant otherwise than by will or therdeof descent and distribution or to a
Beneficiary upon the death of a Participant, archsdwards or rights that may be exercisable shakxercised during the lifetime of the
Participant only by the Participant or his or haaglian or legal representative, except that Awardsother rights may be transferred to one
or more transferees during the lifetime of the iegant, and may be exercised by such transfereasdordance with the terms of such
Award, but only if and to the extent such transtees permitted by the Committee, subject to anyseand conditions which the Committee
may impose thereon (including limitations the Corteg may deem appropriate in order that offerssahels under the Plan will meet
applicable requirements of registration forms urtterSecurities Act of 1933 specified by the Sdimsiand Exchange Commission). A
Beneficiary, transferee, or other person claiming @ghts under the Plan from or through any Pgudiot shall be subject to all terms and
conditions of the Plan and any Award document apple to such Participant, except as otherwisem@ted by the Committee, and to any
additional terms and conditions deemed necessapmnopriate by the Committee.

(c) Adjustments. In the event that any large, sgdexnid non-recurring dividend or other distribut{@rhether in the form of cash or property
other than Stock), recapitalization, forward oraese split, stock dividend, reorganization, mergensolidation, spin-off, combination,
repurchase, share exchange, liquidation, dissoluiamther similar corporate transaction or evdieicts the Stock such that an adjustment is
determined by the Committee to be appropriate utidePlan, then the Committee shall, in such maasérmay deem equitable, adjust any
or all of (i) the number and kind of shares of &tadich may be delivered in connection with Awagglanted thereafter, (ii) the number and
kind of shares of Stock subject to or deliverahlegispect of outstanding Awards and (iii) the eiserprice, grant price or purchase price
relating to any Award or, if deemed appropriate, @ommittee may make provision for a payment ofi@sproperty to the holder of an
outstanding Non-qualified Stock Option (subjecStxtion 10(k)). In addition, the Committee is auithed to make adjustments in the terms
and conditions of, and the criteria included in,auds (including Performance Awards and performayzds and any hypothetical funding
pool relating thereto) in recognition of unusuahonrecurring events (including, without limitatiavents described in the preceding
sentence, as well as acquisitions and dispositibbsisinesses and assets) affecting the Compagysudosidiary or affiliate or other business
unit, or the financial statements of the Compangroy subsidiary or affiliate, or in response torges in applicable laws, regulations,
accounting principles, tax rates and regulationsusiness conditions or in view of the Committ@ssessment of the business strategy of the
Company, any subsidiary or affiliate or businesi threreof, performance of comparable organizatieesnomic and business conditions,
personal performance of a Participant, and anyraiiheumstances deemed relevant.
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(d) Tax Provisions.

(i) Withholding. The Company and any subsidianaffiliate is authorized to withhold from any Awagdanted, any payment relating to an
Award under the Plan, including from a distribut@nStock, or any payroll or other payment to atiegrant, amounts of withholding and
other taxes due or potentially payable in conneatidth any transaction involving an Award, andad&e such other action as the Committee
may deem advisable to enable the Company and iartts to satisfy obligations for the payment ofhludlding taxes and other tax
obligations relating to any Award. This authorityali include authority to withhold or receive Stamkother property and to make cash
payments in respect thereof in satisfaction of @i¢lpant's withholding obligations, either on amdatory or elective basis in the discretion of
the Committee. Other provisions of the Plan notstéhding, only the minimum amount of Stock delibéean connection with an Award
necessary to satisfy statutory withholding requiata will be withheld.

(i) Required Consent to and Notification of Codecfon 83(b) Election. No election under Sectio(b3®f the Code (to include in gross
income in the year of transfer the amounts spetifie€Code Section 83(b)) or under a similar pransof the laws of a jurisdiction outside the
United States may be made unless expressly pednhijt¢he terms of the Award document or by actibthe Committee in writing prior to
the making of such election. In any case in whi¢agticipant is permitted to make such an eleatiasonnection with an Award, the
Participant shall notify the Company of such elattivithin ten days of filing notice of the electiaith the Internal Revenue Service or other
governmental authority, in addition to any filingdanotification required pursuant to regulatiorsied under Code Section 83(b) or other
applicable provision.

(e) Changes to the Plan. The Board may amend, sdspderminate the Plan or the Committee's authtwigrant Awards under the Plan
without the consent of shareholders or Participgrtsvided, however, that any amendment to the Btteatl be submitted to the Company's
shareholders for approval not later than the edrianual meeting for which the record date isrdffte date of such Board action if such
shareholder approval is required by any federatate law or regulation or the rules of any stockhange or automated quotation system on
which the Stock may then be listed or quoted, AedBoard may otherwise, in its discretion, deteenimsubmit other amendments to the

to shareholders for approval; and provided furtteat, without the consent of an affected Participao such Board action may materially
adversely affect the rights of such Participantarrahy outstanding Award. With regard to other eohAwards, the Committee shall have
no authority to waive or modify any such Award teafter the Award has been granted to the extentvitieed or modified term would be
mandatory under the Plan for any Award newly grastiethe date of the waiver or modification.

(f) Right of Setoff. The Company or any subsidiaraffiliate may, to the extent permitted by apabte law, deduct from and set off against
any amounts the Company or a subsidiary or a#ililaay owe to the Participant from time to timeJudang amounts payable in connection
with any Award, owed as wages, fringe benefitgther compensation owed to the Participant, suabuams as may be owed by the
Participant to the Company, including but not lidito amounts owed under Section 10(a), althouglP#rticipant shall remain liable for a
part of the Participant's payment obligation nais§ad through such deduction and setoff. By atiogpany Award granted hereunder, the
Participant agrees to any deduction or setoff utiderSection 10(f).
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(9) Unfunded Status of Awards; Creation of Tru$tse Plan is intended to constitute an "unfundedhgbr incentive and deferred
compensation. With respect to any payments notngete to a Participant or obligation to deliver &tparsuant to an Award, nothing
contained in the Plan or any Award shall give amghsParticipant any rights that are greater thasdtof a general creditor of the Company;
provided that the Committee may authorize the meaif trusts and deposit therein cash, Stock,roMweards or other property, or make ot
arrangements to meet the Company's obligationsrihddPlan. Such trusts or other arrangements Baalbnsistent with the "unfunded"
status of the Plan unless the Committee otherwaserchines with the consent of each affected Ppaitti

(h) Nonexclusivity of the Plan. The adoption of #lan by the Board shall not be construed as crgainy limitations on the power of the
Board or a committee thereof to adopt such othegritive arrangements, apart from the Plan, asytadeam desirable.

(i) Payments in the Event of Forfeitures; Fractid®laares. Unless otherwise determined by the Comeiin the event of a forfeiture of an
Award with respect to which a Participant paid ceshsideration, the Participant shall be repaidatmeunt of such cash consideration. No
fractional shares of Stock shall be issued or dedig pursuant to the Plan or any Award. The Coramihall determine whether cash, other
Awards or other property shall be issued or pailikin of such fractional shares or whether sucbtivaal shares or any rights thereto shall be
forfeited or otherwise eliminated.

(j) Certain Limitations Relating to Accounting Tte®ent of Awards. Other provisions of the Plan ntitaianding, the Committee's authority
under the Plan (including under Sections 7(c), 18gal 10(d)) is limited to the extent necessamgrisure that any Non-qualified Stock Option
or other Award of a type that the Committee hasrided to be subject to fixed accounting with a measent date at the date of grant or the
date performance conditions are satisfied under 2PBhall not become subject to "variable" accaunsiolely due to the existence of such
authority.

(k) Governing Law. The validity, construction, agiflect of the Plan, any rules and regulations irdgto the Plan and any Award document
shall be determined in accordance with the lawtb@Commonwealth of Pennsylvania, without givinfget to principles of conflicts of laws,
and applicable provisions of federal law.

(I) Awards to Participants Outside the United Statthe Committee may modify the terms of any Awamder the Plan made to or held by a
Participant who is then resident or primarily enygld outside of the United States in any manner deddoy the Committee to be necessary or
appropriate in order that such Award shall conftorfaws, regulations, and customs of the countmytiich the Participant is then resident or
primarily employed, or so that the value and othemefits of the Award to the Participant, as aHddby foreign tax laws and other restricti
applicable as a result of the Participant's residesr employment abroad shall be comparable tgahe of such an Award to a Participant
who is resident or primarily employed in the Unig@tes.
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(m) Limitation on Rights Conferred under Plan. Keitthe Plan nor any action taken hereunder shatbbstrued as (i) giving any Eligible
Person or Participant the right to continue to eservices to the Company or a subsidiary oliai, (ii) interfering in any way with the
right of the Company or a subsidiary or affiliabetérminate the employment or engagement of argitii$i Person at any time, (iii) giving an
Eligible Person or Participant any claim to be ¢edrany Award under the Plan or to be treated umifpwith other Participants, employees
or service providers, or (iv) conferring on a Rap@ant any of the rights of a shareholder of then@any unless and until the Participant is
duly issued or transferred shares of Stock in atanwee with the terms of an Award or a Non-qualifstdck Option is duly exercised. Except
as expressly provided in the Plan and an Award mhecu, neither the Plan nor any Award document stoeifer on any person other than the
Company and the Participant any rights or remeitiieseunder.

(n) Severability; Entire Agreement. If any of th@yisions of this Plan or any Award document isfiy held to be invalid, illegal or
unenforceable (whether in whole or in part), suavision shall be deemed modified to the extent,dmly to the extent, of such invalidity,
illegality or unenforceability, and the remainingpisions shall not be affected thereby; providedt, if any of such provisions is finally he
to be invalid, illegal, or unenforceable becausxieeds the maximum scope determined to be attepbapermit such provision to be
enforceable, such provision shall be deemed todwifiad to the minimum extent necessary to modifghsscope in order to make such
provision enforceable hereunder. The Plan and amgrd documents contain the entire agreement gbainges with respect to the subject
matter thereof and supersede all prior agreemprigjises, covenants, arrangements, communicatiepesentations and warranties
between them, whether written or oral with respedthe subject matter thereof.

(o) References to Legal and Regulatory ProvisiBeferences in this Plan to any provision of lawjuding the Code and the Exchange Act,
or rule or regulation (including accounting prirleip and interpretations) shall include subsequettpted amendments and any successor
provisions, rules or regulations.

(p) Plan Effective Date and Termination. The Plaallshecome effective upon its adoption by the Boémless earlier terminated by action
of the Board of Directors and subject to Sectica) 6the Plan will remain in effect until such timg no Stock remains available for delivery
under the Plan and the Company has no furthersrighobligations under the Plan with respect tetamiding Awards under the Plan.
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