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“ % Unwired Planet™

Letter from the CEQ

During the past year, we have completely transformed our business to take full advantage of the significant
opportunities we see in our intellectual property portfolio and to affirm the company’s legacy as the inventor of the
mobile internet. We successfully divested our product businesses and made tremendous progress in establishing a

multi-pronged intellectual property strategy.

When I was appointed CEO last October, it was clear that we needed to move quickly to identify a strategic direction
and rapidly execute on it. At the start of 2012, we completed a strategic review and formally announced the pursuit of
strategic alternatives for our product businesses. We worked urgently to divest our product businesses so we could
focus on the successful execution of our intellectual property initiative. In February, we sold our location business to
Persistent Systems, and quickly followed with the April sale of our mediation and messaging business to Marlin

Equity Partners.

Following the product business divestitures, we officially renamed the company Unwired Planet, a name which recalls
our formative years when many of our foundational mobile communication patents were filed, and we began trading
on NASDAQ under the new symbol: UPIP.

Unwired Planet holds many of the foundational patents that allow mobile devices to connect to the Internet, and the
company is known to many as the inventor of the mobile internet. Our inventors contributed fundamental principles
to the marketplace of ideas upon which today’s mobile industry is built, with broad contributions benefiting wireless
network operators, smartphone manufacturers, cloud service providers and essentially all mobile application

developers.

Intellectual Property Focus

We are now well on our way to unlocking the value of a very robust patent portfolio, and are executing a multi-
faceted strategy that is anchored by two key pillars: licensing and, if required, enforcement to protect our portfolio of
approximately 200 issued US and foreign patents, and approximately 75 pending applications.

Leading this charge are Tim Robbins and Daniel Mendez, two proven experts in IP licensing. They are supported by a
world class team of litigation advisors. Our employee base is augmented by an equally impressive team of legal and

financial experts with successful track records in patent licensing, as well as ITC and district court litigation. We also
have re-engaged with many of our pioneering inventors who authored our patents and are leveraging their insight and

knowledge as we pursue opportunities for our IP portfolio.

Licensing Strategy

As part of our broad strategy, we continue to pursue licensing opportunities and there are many available to us. In
October 2010, we signed our first licensing agreement with Mobixell/724 and, in November 201 1, we announced a
licensing deal with Microsoft that covers our complete portfolio of approximately 200 patents. We remain in active
discussions with a number of potential licensees whose products and technologies we believe may infringe on our

patents.



Patent Enforcement

In August 2011, we filed a complaint with the International Trade Commission in Washington, DC against Apple
Inc. and Research In Motion Limited in order to protect our intellectual property related to how mobile devices
connect to the internet, among other things. We also simultaneously filed a similar complaint in federal district court
in Delaware. We believe that these large companies should pay Unwired Planet to use the technologies that we
invented — particularly in light of the substantial revenue these companies have earned from devices and services that

we believe use our patented technology. We are scheduled to begin the ITC trial in fall 2012.

Strategic Options

Given the early timing of our patents and their foundational nature, we believe that there is significant inherent value
in our portfolio. We are actively pursuing a myriad of options available to us to optimize shareholder value, including
potential partnerships, patent asset divestitures, patent acquisition, an outright sale, or a combination of any of these

alternatives.

Although our business is vastly different from a year ago, our strong mobile communications heritage remains, and we

are moving quickly to realize the significant value of a highly robust and formative intellectual property portfolio.

Sincerely,

Jhidl b

Mike Mulica
Chief Executive Officer
Unwired Planet, Inc.
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Forward-Looking Statements

In addition to historical information, this Annual Report on Form 10-K (“Annual Report”) contains forward-looking
statements within the meaning of Section 27A of the Securities Act of 1933, as amended (the “Securities Act”), and
Section 21E of the Securities Exchange Act of 1934 (the “Exchange Act”). These forward-looking statements are based
upon current expectations and beliefs of our management and are subject to numerous risks and uncertainties,
including economic and markert variables. Words such as “expects”, “intends”, “plans”, “believes”, “estimates” and
similar expressions identify such forward-looking statements. Forward-looking statements include, among other
things, statements regarding our ability to successfully realize the value of our intellectual property, our success in
litigation and enforcement actions, the information and expectations concerning our future financial performance and
potential or expected growth in the markets which relate to our intellectual property, business strategy, projected
plans and objectives, the regulatory environment related to our business and our intellectual property, anticipated cost
savings from restructurings, and our estimates with respect to future operating results. These forward-looking
statements are merely predictions, not historical facts, and are subject to risks and uncertainties that could cause actual
results to differ materially from those indicated in the forward-looking statements. These risks and uncertainties
include our ability to realize the value of our patents, the uncertainty of our business model, the risks associated with
patent litigation, the uncertainty of the regulatory environment, our ability to acquire patents, our ability to retain
management and key personnel, and the other risks discussed below in “Item 1A. Risk Factors.” The occurrence of the
events described above or in “Item 1A. Risk Factors” below could harm our business, results of operations and
financial condition. These forward-looking statements are made as of the date of this Annual Report and we undertake
no obligation to revise or publicly release the results of any revision to these forward-looking statements. Readers

should carefully review the risk factors described below and in any subsequently filed reports.

PART I
Item 1. Business.

Unwired Planet, Inc. (referred to as “Unwired Planet”, “our”, “we” or “us”) is an intellectual property and technology
licensing company. Over the years, we have amassed a patent portfolio of approximately 200 issued United States and
foreign patents and approximately 75 pending applications, many of which are considered formative to mobile

communications and span smart devices, cloud technologies and unified messaging.

Unwired Planet, formerly known as Openwave Systems Inc., was incorporated in 1994 as a Delaware corporation, and
we completed our initial public offering in June 1999. Our principal executive offices are located at 2100 Seaport
Boulevard, Redwood City, CA 94063. Qur telephone number is (650) 480-8000. Our Annual Report on Form 10-K,
Quarterly Reports on Form 10-Q, Current Reports on Form 8-K, and amendments to those reports filed or furnished
pursuant to the Securities Exchange Act of 1934, are available free of charge through our website at
wuww.unwiredplanes.com, as soon as reasonably practicable after we file or furnish such material with the Securities and
Exchange Commission (SEC). Information contained on our website is not incorporated by reference to this Annual
Report.

Unwired Planet is focused on pursuing a multi-pronged strategy to realize the value of our patent portfolio, which
ranges from direct licensing or sale of our patents, litigation, joint ventures, and partnering with one or more
intellectual property specialists. We generate revenue by licensing our patented innovations and technologies to
companies that develop mobile communications software infrastructure or hardware and/or develop mobile
communications products. Our goal is to continue to create additional licensing opportunities.



Background

Our company began in 1994 as Libris, Inc. and quickly became known as Unwired Planet. In 1999, Unwired Planet
acquired Apiion, Ltd. of Belfast, Ireland and changed its name to Phone.com. After acquiring several high-tech
startup companies and merging with Software.com in 2001, we changed outr name to Openwave Systems, Inc.,
focusing on the development and delivery of mobile and fixed broadband software infrastructure to a global base of

communication service providers.

In January 2012, we announced the pursuit of strategic alternatives to divest our product businesses and narrow our
focus on our intellectual property business. On February 1, 2012, we sold our location business to Persistent Telecom
Solutions Inc. (“Persistent”), a wholly-owned subsidiary of Persistent Systems Ltd., a leader in software product
development. On April 30, 2012, we completed the sale of our mediation and messaging product businesses to
Openwave Mobility, Inc. (formerly, OM1, Inc., “Openwave Mobility”), a partfolio company of Marlin Equity

Partners, a private investment firm.

Unwired Planet is now solely focused on a multi-pronged intellectual property strategy that includes, among other
things, licensing and, when necessary, litigation to protect the value of its patent portfolio. In May 2012, we officially
changed our name back to Unwired Planet, a name which recalls the formative years when many of our foundational
mobile communication patents were filed, and began trading on NASDAQ under the new symbol: UPIP.

Target Licensees

In October 2010, we signed our first licensing agreement with Mobixell/724, and in November 2011 we announced a

licensing deal with Microsoft that covers our portfolio of approximately 200 patents.

In August 2011, we filed a complaint with the International Trade Commission (“ITC”) in Washington, DC, against
Apple Inc. (“Apple”) and Research In Motion Limited in order to protect our intellectual property that pertains to
how mobile devices connect to the Internet. We also simultaneously filed a similar complaint in federal district court
in Delaware. We believe that these large companies should pay us to use the technologies that we invented—
particularly in light of the substantial revenue these companies have earned from devices that we believe use our

patented technology.

Intellectual Property Focus

Unwired Planet established many of the foundational patents that allow mobile devices to connect to the Internet.
Over the years, we have amassed a patent portfolio of approximately 200 issued United States and foreign patents and

approximately 75 pending applications, many of which are considered foundational to mobile communications.

Unwired Planet’s founding team was among the first to consider and solve the technical and practical problems of
accessing useful data on mobile devices, such as the Internet, user data and access to a variety of personal and
enterprise applications, solutions for which are reflected in our earliest patents. Developing and deploying these
groundbreaking solutions led to a robust and continuous pattern of creativity and innovation in mobility. Inventors at
Unwired Planet focused on many forms of data and improved ways in which this data could be transferred, accessed,
secured and used, both from the perspective of a mobile device and from the perspective of networks and servers

communicating with mobile devices.



For example, Unwired Planet and its subsidiaries invented in the areas of wireless push and broadcast, device
provisioning and application access, messaging, location services, advertising, mobile payments, fleet management,
authentication and privacy. Unwired Planet contributed fundamental principles to the marketplace of ideas upon
which today’s mobile industry is built, with broad contributions benefiting wireless network operators, smartphone

manufacturers, cloud service providers and essentially all mobile application developers.

Operating Environment and Trends

A licensing strategy requires other parties to be reasonable and willing to work out a fair royalty arrangement. In fact,
many of these parties have teams in place precisely for the purpose of delaying or avoiding such a royalty discussion.
Our portential licensees’ willingness and ability to pay reasonable royalties is, in part, affected by the number of
patents infringed by a particular licensee product, the concentration of the holders of those patents, the licensee’s cost

of licensing those patents, and the profitability of the infringing product.

Reasonable royalties for our patented inventions are best secured through negotiated license agreements thereby
avoiding the uncertainties of litigation. Obtaining reasonable royalties for the use of our patents is generally

dependent upon:
* Demonstrating infringement of claimed inventions;
¢ Defeating arguments that our patents are invalid or unenforceable; and

s Providing data supporting the royalties we are seeking.

Some of the companies that we believe use our patented technology may not voluntarily enter into license agreements.
As a result, we have developed abilities to plan, execute and sustain litigation campaigns and enforcements to protect

our patent portfolio.

Competition

We believe that our principal competition for our patents may come from our prospective licensees, some of whom are
evaluating and developing products based on technologies that they contend or may contend will not require a license
from us. These companies include but are not limited to: communication service providers, handset manufacturers,
software providers using mobile communications and mobile product companies. To the extent that these companies
perceive there is no requirement to pay Unwired Planet royalties, or to the extent other factors influence the industry,
our licensees and prospective licensees may adopt and promote alternative technologies. Even to the extent we
determine that such alternative technologies infringe our patents, there can be no assurance that we would be able to
negotiate agreements that would resule in royalties being paid to us without litigation, which could be costly and the
results of which would be uncertain. Litigation has been, and may continue to be, required to enforce and protect our

intellectual property rights.

Employees

As of June 30, 2012, we had 37 employees. We anticipate a further reduction in our headcount once we complete the
performance of services under the Transition Services Agreement (“TSA”) we entered into with Openwave Mobility,

the buyer of the mediation and messaging product lines.



Financial Information about Geographic Areas

For Unwired Planet’s financial information about geographic areas, please see Note 5 to the Consolidated Financial

Statements included in this Annual Report on Form 10-K.

Item 1A. Risk Factors.

Our business is subject to a number of risks, many of which are described below. If any of the events described in these risks factors
actually occur, our business, financial condition or results of operations could be materially and adversely affected, which would
likely have a corresponding impact on the value of our common stock. Further, the visk factors described below could cause actual
results to differ materially from the results contemplated by the forward-looking statements contained in this report. These risk
factors should be reviewed carefully.

Risks Related to Our Business

Our efforts to realize the value of our patents may not be successful, which may lead to
expensive and time-consuming litigation.

We rely on patent laws to protect our intellectual property or proprietary rights, although we believe that other
factors such as the technological and creative skills of our personnel are also essential to maintaining a technology
leadership position. We also rely on trademark law to protect the value of our corporate brand and reputation. In
addition, we have divested our product businesses and intend to take actions to realize the value of our patent portfolio
by pursuing patent licensing agreements and/or litigation. These efforts may not result in additional revenues, and

may also result in counter-claims of non-infringement or invalidity being raised by third parties.

Despite our efforts to license and protect our intellectual property and proprietary rights, unauthorized parties may
copy or otherwise obtain and use our technology or trademarks. Effectively policing and enforcing our intellectual
property is time consuming and costly, and the steps taken by us may not prevent infringement of our intellectual
property or proprietary rights and trademarks, particularly in foreign countries where in many instances the local laws

or legal systems do not offer the same level of protection as in the United States.

We have brought legal action against Apple Inc. and Research In Motion in our efforts to realize
the value of our patents, which may be expensive and time-consuming and may lead to
outcomes and counterclaims against us that may have an adverse effect on our business.

We have filed a complaint with the ITC in Washington, DC, with Apple Inc. (“Apple”), Research In Motion Ltd. and
Research In Motion Corp. as proposed respondents, requesting that the ITC bar Apple and the Research In Motion
entities from importing into the United States their products, including smart devices and tablet computers, that
infringe our patents cited in the complaint. The complaint alleges that Apple and RIM infringe upon four of our
patents that cover technology that gives consumers access to the Internet from their mobile devices. We also filed a
similar complaint against Apple and RIM in the federal district court of Delaware, asserting the same claims and
seeking an injunction and damages. These lawsuits may be time consuming and costly, and result in the significant
diversion of management’s attention. Further, as is typical in lawsuits like these, Apple and RIM have asserted
counterclaims challenging the validity of our patents. Although we believe that our position is well founded,
intellectual property litigation is uncertain, and if we are not able to prevail on our claims, our ability to collect

royalties from our patents will be substantially undermined.
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We may become involved in litigation proceedings related to our former customers.

We have retained certain ongoing liabilities with respect to indemnification claims related to our former customers
that were initiated prior to the closing of the sale of our Messaging and Mediation product businesses to Openwave
Mobility and the sale of our location product business to Persistent Telecom Solutions. Although we have not elected
to do so in the past, we may elect to seek a license or otherwise settle outstanding claims of infringement. Any
litigation related to such indemnification claims could be costly and time consuming and could divert our
management and key personnel from our intellectual property strategy and our business operations. The complexity of
the technology involved increases the risks associated with intellectual property litigation. Royalty or licensing
arrangements, if required, may not be available on terms acceptable to us, if at all. Any infringement claim
successfully asserted against us by one of our former customers which arose prior to the closing of the sale of our
Messaging and Mediation product business or the sale of our location products for which we have retained liability

could result in costly litigation as well as the payment of substantial damages or an injunction.

Our revenues may be unpredictable, and this may harm our financial condition.

Our business strategy to realize the value of our patent portfolio, which may include acquiring patents and patent
applications, is expected to be unpredictable and volatile with respect to revenues in future periods. Our patent
portfolio includes 200 issued U.S. and foreign patents and 75 pending patent applications and covers technologies
used in a wide variety of industries. Acquisitions of additional intellectual property may expand and diversify our
revenue generating opportunities. However, due to the nature of a licensing business and uncertainties regarding the
amount and timing of the receipt of license and other fees from licensees or potential infringers, stemming primarily
from uncertainties regarding the outcome of enforcement actions, the growth rates of our existing licensees and certain
other factors, our revenues may vary significantly from quarter to quarter, which could make our business difficult to
manage, adversely affect our business and operating results, cause our quarterly results to fall below market

expectations and adversely affect the market price of our common stock.

Focusing our business model on realizing the value of our intellectual property is a relatively
recent initiative and may not result in anticipated benefits.

We announced the divestiture of our products business in April 2012 and are focusing our efforts on realizing the
value of our intellectual property. We have a limited operating history and a limited track record with respect to our
intellectual property strategy, which could make it difficult to evaluate our current business and future prospects. We
have encountered and will continue to encounter risks and difficulties frequently experienced by companies with
evolving business strategies. If we do not manage these risks successfully, our business and operating results will be
adversely affected. In addition, our intellectual property strategy may have other adverse consequences, such as
employee attrition, the loss of employees with valuable knowledge or expertise or a negative impact on employee
morale. Our strategy may place increased demands on our personnel and could adversely affect our ability to artract
and retain talent, and to perform our accounting, finance and administrative functions. We may not realize all of the

anticipated benefits of our prior or any future strategies.

We have a history of losses and we may not be able to achieve or maintain consistent
profitability.

We have a history of losses and may not be able to maintain consistent profitability. Except for fiscal 2006, we have

incurred annual net losses since our inception. As of June 30, 2012, we had an accumulated deficit of approximately



$3.1 billion, which includes approximately $2.1 billion of goodwill amortization and impairment. We expect to
continue to spend significant amounts to execute our intellectual property initiatives, which may not generate
significant revenue in future periods. Our prospects must be considered in light of the risks, expenses, delays and

difficulties frequently encountered by companies with business strategies similar to ours.

If we are unable to substantially utilize our net operating loss carryforwards, our financial
results will be adversely affected.

As of June 30, 2012, we had net operating loss, or NOL, carryforwards for U.S. federal and state income tax purposes
of approximately $1.6 billion and $601.8 million, respectively. Under Section 382 of the Internal Revenue Code, a
corporation that undergoes an “ownership change” may be subject to limitations on its ability to utilize its pre-change
NOLs to offset future taxable income. In general, an ownership change occurs if the aggregate stock ownership of
certain stockholders (generally 5% stockholders, applying certain look-through and aggregation rules) increases by
more than 50% over such stockholders’ lowest percentage ownership during the testing period (generally three years).
Purchases of our common stock in amounts greater than specified levels, which will be beyond our control, could
create a limitation on our ability to utilize our NOLs for tax purposes in the future. Although we have taken steps to
preserve our ability to utilize our NOLS, such efforts may not be successful. Limitations imposed on our ability to
utilize NOLs could cause U.S. federal and state income taxes to be paid earlier than would be paid if such limitations
were not in effect and could cause such NOLs to expite unused, in each case reducing or eliminating the benefit of
such NOLs. Furthermore, we may not be able to generate sufficient taxable income to utilize our NOLs before they
expire. If any of these events occur, we may not derive some or all of the expected benefits from our NOLs. In
addition, at the state level there may be periods during which the use of NOLs is suspended or otherwise limited,

which would accelerate or may permanently increase state taxes owed.

If we are unable to successfully maintain or license existing patents or develop and acquire new
patents and patent applications, our ability to generate revenues could be substantially
impaired.

Our ability to compete in the future will depend on our continued efforts and success in licensing existing patents,
including maintaining and prosecuting our patents propetly, and may include acquiring new patents and patent
applications with licensing and enforcement opportunities. While we expect for the foreseeable future to have
sufficient liquidity and capital resources to maintain the level of maintenance and/or acquisitions necessary, various
factors may require us to have greater liquidity and capital resources than we currently expect. If we are unable

to successfully maintain and license our existing patents and acquire new patents and patent applications, our ability
to generate revenues could be substantially impaired and our business and financial condition could be materially

harmed.

Our success may depend in part upon our ability to retain the best legal counsel to represent us
in patent enforcement litigation.

The success of our intellectual property licensing business may depend upon our ability to retain the best legal counsel
to prosecute patent infringement litigation. As our patent enforcement actions increase, it may become more difficult
to find the best legal counsel to handle all of our cases because many of the best law firms may have a conflict of

interest that prevents their representation of us.



In connection with patent enforcement actions that we may conduct, a court may rule that we
have violated certain statutory, regulatory, federal, local or governing rules or standards, which
may expose us to certain material liabilities.

In connection with any of our patent enforcement actions, it is possible that a defendant may request and/or a court
may rule that we have violated statutory authority, regulatory authority, federal rules, local court rules, or governing
standards relating to the substantive or procedural aspects of such enforcement actions. In such event, a court may
issue monetary sanctions against us or award attorney’s fees and/or expenses to a defendant(s), which could be material,
and if we are required to pay such monetary sanctions, attorneys’ fees and/or expenses, such payment could materially

harm our operating results and our financial position.

Our exposure to uncontrollable outside influences, including new legislation and court rulings or
actions by the United States Patent and Trademark Office, could adversely affect our ability to
execute on our patent strategy and licensing initiatives and our results of operations.

We may spend a significant amount of resources to enforce existing and any newly acquired patents. If new
legislation, regulations or rules are implemented either by Congress, the U.S. Patent and Trademark Office, or
USPTO, or the courts that impact the patent application process, the patent enforcement process or the rights of
patent holders, these changes could negatively affect our expenses and revenue. For example, new rules regarding the
burden of proof in patent enforcement actions could significantly increase the cost of any enforcement actions, and
new standards or limitations on liability for patent infringement could negatively impact our revenue derived from

such enforcement actions.

In addition, it is difficult to predict the outcome of patent enforcement litigation at the trial level and the amount of
time it may take to complete an enforcement action. It is often difficult for juries and trial judges to understand
complex patents and patent applications, and as a result, there is a higher rate of successful appeals in patent
enforcement litigation than more standard business litigation. Such appeals are expensive and time consuming,
resulting in increased costs and delayed revenue. Alchough we intend to diligently pursue enforcement litigation, we

cannot predict with significant reliability the decisions made by juries and trial courts.

Our acquisitions of patents and patent applications may be time consuming, complex and costly,
which could adversely affect our operating results.

Our acquisitions of patents and patent applications may be time consuming, complex and costly to consummate. We
may utilize many different transaction structures in our acquisitions and the terms of the acquisition agreements may
be very heavily negotiated. As a result, we may incur significant operating expenses during the negotiations even
where the acquisition is ultimately not consummated. In addition, as a result of any future acquisitions, we might
need to issue additional equity securities, spend our cash or incur debt or assume significant liabilities, any of which
could adversely affect our business and results of operations. Even if we successfully acquire particular patents, there is
no guarantee that we will generate sufficient revenue related to those patents to offset the acquisition costs. While we
intend to conduct confirmatory due diligence on the patents we are considering for acquisition, we may acquire
patents from a seller who does not have proper title to those assets. In those cases, we may be required to spend
significant resources to defend our interests in the patents and, if we are not successful, our acquisition may be invalid,

in which case we could lose part or all of our investment in the patents.



We may be unable to effectively manage future growth, if any, that we may achieve.

As a result of our efforts to control costs through restructurings and otherwise, our ability to effectively manage and
control any future growth may be limited. To manage any growth, our management must continue to improve our
operational, information and financial systems, procedures and controls and expand, train, retain and manage our
employees. If our systems, procedures and conttols are inadequate to support our operations, any expansion could
decrease or stop, and investors may lose confidence in our operations or financial results. If we are unable to manage
growth effectively, our business and operating results could be adversely affected, and any failure to develop and

maintain adequate internal controls could cause the trading price of our shares to decline substantially.

Compliance with laws, rules and regulations relating to corporate governance and public
disclosure may result in additional expenses.

Federal securities laws, rules and regulations, as well as NASDAQ rules and regulations, require companies to
maintain extensive corporate governance measures, impose comprehensive reporting and disclosure requirements, set
strict independence and financial expertise standards for audit and other committee members and impose civil and
criminal penalties for companies and their chief executive officers, chief financial officers and directors for securities
law violations. These laws, rules and regulations and the interpretation of these requirements are evolving, and we are
making investments to evaluate current practices and to continue to achieve compliance. As a result, our compliance
programs have increased and will continue to increase general and administrative expenses and have diverted and will
continue to divert management’s time and attention from revenue-generating activities. Further, in July 2010,
Congress enacted the Dodd-Frank Wall Street Reform and Consumer Protection Act (the “Dodd-Frank Act”) which
includes various provisions requiring the Securities and Exchange Commission to adopt new rules and regulations
with respect to enhanced investor protection, corporate governance and executive compensation. We expect the
Dodd-Frank Act and the rules and regulations promulgated thereunder to increase our legal and financial compliance

costs and to make some activities more time consuming and costly.

As we reduce our management and other personnel in connection with and following the sale
of our businesses, our remaining management team and other personnel may face increased
demands and we may not be able to operate our business effectively, execute on our business
objectives or comply with the laws and regulations applicable to us.

In connection with the sale of our businesses, we have and will continue to reduce our personnel, including members
of management. As a result, future members of management and our personnel may face significant demands in order
to operate our business. If our management is unable to effectively operate our business and pursue our business
objectives as a result of the reduction in personnel and other resources, our results of operations could suffer and the

market price of our stock could decline.

As a public company, we are subject to the Exchange Act, the Sarbanes-Oxley Act, the Dodd-Frank Act, the listing
requirements of NASDAQ and other applicable securities rules and regulations requiring us to, among other things,
satisfy certain corporate governance requirements, file periodic reports with respect to our business and operating
results and maintain effective disclosure controls and procedures and internal control over financial reporting. Our
management and other personnel currently do, and will continue to, devote a substantial amount of time and
resources to ensure that we comply with these requirements. However, with the reduction in personnel due to the sale

of our businesses, the demands on our management and other personnel will increase and their time and attention may



be diverted. We may need to hire more employees in the future or engage outside consultants to ensure that we are
able to comply with these requirements, which will increase our costs and expenses. If we are not able to comply with
the requirements of the rules and regulations applicable to us in a timely manner, we could be subject to sanctions or
investigations by the SEC or other regulatory authorities, which would require additional financial and management

resources, and our investors may not have access to timely information.

We face litigation risks that could have a material adverse effect on our company.

We may be the subject of private or government actions. For example, in the past we have been the subject of several
shareholder derivative lawsuits relating to our past option grants and practices. Litigation may be time-consuming,
expensive and disruptive to normal business operations, and the outcome of litigation is difficult to predict. The
defense of these lawsuits may result in significant expense and a diversion of management’s time and attention from
the operation of our business, which could impede our ability to achieve our business objectives and an unfavorable
outcome may have a material adverse effect on our business, financial condition and results of operations.
Additionally, any amount that we may be required to pay to satisfy a judgment or settlement of litigation may not be
covered by insurance. Under our charter and the indemnification agreements that we have entered into with our
officers and directors, we are required to indemnify, and advance expenses to them in connection with their
participation in proceedings arising out of their service to us. There can be no assurance that any of these payments

will not be material.

Our revolving credit facility with Silicon Valley Bank contains restrictive covenants that limit our
discretion in the operation of our business, which could have a materially adverse effect on our
business, financial condition and results of operations.

In January 2009, we entered into a $40.0 million secured revolving credit facility with Silicon Valley Bank, as
subsequently amended, which contains numerous restrictive covenants that require us to comply with and maintain

specified financial tests and ratios, thereby restricting our ability to:
e Incur debt;
e Incur liens;
¢ Redeem or prepay subordinated debt;
e Make acquisitions of businesses or entities to sell specified assets;
e Make investments, including loans, guarantees and advances;
o Make capital expenditures beyond a specified threshold;
¢ Engage in transactions with affiliates;
¢ Pay dividends or limit the amount of stock repurchases; and
e Enter into specified restrictive agreements.

Our ability to comply with covenants contained in our credit agreement may be affected by events beyond our control,

including prevailing economic, financial and industry conditions.



Our current credit agreement is secured by a pledge of all of our assets. If we were to default under our current credit
agreement, including a default of our financial covenants, and were unable to obtain a waiver or an amendment for
such a default, the lender would have a right to foreclose on our assets in order to satisfy our obligations, if any, under
the current credit agreement and could require us to put up cash collateral for any outstanding letter of credit
balances. Any such action on the part of the lender against us could have a materially adverse impact on our business,
financial condition and results of operations. On January 23, 2012, we entered into an amendment to extend the
maturity of the secured revolving credit facility to February 28, 2012 and reduce the amount of the line of credit
facility from $40.0 million to $25.0 million. On April 12, 2012, we entered into an amendment to extend the
maturity of the secured revolving credit facility to April 28, 2013 and set minimum EBITDA levels. On May 4,
2012, we entered into an amendment to reduce the amount of the line of credit from $25.0 million to $18.0 million,
delete the Borrowing Base requirement, delete the minimum EBITDA covenant, delete the fee on undrawn amounts,

and modify the Liquidity Coverage Ratio definition.

If we are unable to extend the maturity of the secured revolving credit facility for an additional twelve month period,

our business could be adversely affected.

We depend on recruiting and retaining key management with patent and intellectual property
experience.

Our performance depends on attracting and retaining key management and other employees with the requisite
expertise. In particular, our future success depends in part on the continued service of our employees, including key
executives. Competition for qualified personnel in the San Francisco Bay Area in which we are located is significant.
We believe that there are only a limited number of persons with the requisite skills to serve in many of our key
positions, and it is generally difficult to hire and retain these persons. Furthermore, it may become more difficult to
hire and retain key persons as a result of our past restructurings, any future restructurings, and our past stock
performance. Competitors may in the future attempt to recruit our employees. In the event of turnover within key
positions, integration of new employees will require additional time and resources, which could adversely affect our

business plan. If we are unable to attract or retain qualified personnel, our business could be adversely affected.

Risks Related to Owning Our Common Stock
Our quarterly operating results may fluctuate significantly as a result of factors outside of our
control, which could cause the market price of our common stock to decline.

We expect our revenues and operating results to vary from quarter to quarter. As a consequence, our operating results
in any single quarter may not meet the expectations of securities analysts and investors, which could cause the price of
our common stock to decline. Our licensing revenue is difficult to forecast and is likely to fluctuate from quarter to
quarter.
Factors that may lead to significant fluctuation in our operating results include, but are not limited to:

® restructuring or impairment charges we may take;

e the timing of the receipt of periodic license fee payments;
g pt of p pay

¢ fluctuations in the net number of active licensees period to period,;
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e costs related to acquisitions, alliances, licenses and other efforts to expand our operations;
e the timing of payments under the terms of any license agreements into which we may enter;

o expenses related to, and the timing and results of, patent filings and other enforcements proceedings relating

to intellectual property rights;
e revenue recognition and other accounting policies;
o the perceived relevance and value in our existing patent asset portfolio by existing or potential licensees;

o changes in and timing of new governmental, statutory and industry association laws, regulations, procedures

or requirements;
o flucruations in currency exchange rates; and

o industry and economic conditions, including competitive pressures or conditions that affect the intellectual

property risk and management of existing or potential licensees.

Our operating results could be impacted by the amount and timing of operating costs and capital expenditures
relating to our business and our ability to accurately estimate and control costs. Most of our expenses, such as
compensation for current employees and lease payments for facilities and equipment, are largely fixed. In addition, our
expense levels are based, in part, on our expectations regarding future revenues. As a result, any shortfall in revenues
relative to our expectations could cause significant changes in our operating results from period to period. In this
regard, our bookings may not be indicative of revenue that will be recognized in current or subsequent periods. Due
to the foregoing factors, we believe period-to-period comparisons of our historical operating results may be of limited
use. In any event, we may be unable to meet our internal projections or the projections of securities analysts and

investors. If we are unable to do so, we expect that, as in the past, the trading price of our stock may fall dramatically.

Provisions of our corporate documents and Delaware law may discourage an acquisition of our
business, which could affect our stock price.

Our charter and bylaws may inhibit changes of control that are not approved by our Board of Directors. In particular,
our certificate of incorporation includes provisions for a classified Board of Directors, authorizes the Board of Directors
to issue preferred stock without stockholder approval, prohibit cumulative voting in director elections and prohibits
stockholders from taking action by written consent. Further, our bylaws include provisions that prohibit stockholders
from calling special meetings and require advance notice for stockholder proposals or nomination of directors. We are
also subject to Section 203 of the Delaware General Corporation Law, which generally prevents a person who becomes
the owner of 15 percent or more of the corporation’s outstanding voting stock from engaging in specified business
combinations for three years unless specified conditions are satisfied. These provisions could have the effect of delaying

or preventing changes in control or management.

Our stock price has been and is likely to continue to be volatile and you may not be able to
resell shares of our common stock at or above the price you paid, if at all.

The trading price of our common stock has experienced wide fluctuations due to the factors discussed in this risk
factors section and elsewhere in this Annual Report. In addition, the stock market in general has, and the NASDAQ
Global Market and technology companies in particular have, experienced extreme price and volume fluctuations.

These trading prices and valuations may not be sustainable. These broad market and industry factors may decrease the
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market price of our common stock, regardless of our actual operating performance. In addition, in the past, following
periods of volatility in the overall market and the market price of a company’s securities, securities class action
litigation has often been instituted against companies that experienced such volatility. This litigation, if instituted
against us, regardless of its outcome, could result in substantial costs and a diversion of our management’s attention

and resources.

Item 1B. Unresolved Staff Comments.

None.

Item 2. Properties.

Our principal office is located in Redwood City, California, where we lease approximately 144,000 square feet under a
sublease agreement that terminates on June 29, 2013. We also have other facility leases in other locations in the
Unirted States, including our former headquarters which comprises approximately 283,000 square feet and which is
currently under a sublease that expires April 29, 2013. The future lease payments, net of sublease income, for our
former headquarters is included in accrued restructuring costs in our consolidated balance sheet.

We believe that our facilities are sufficient for our purposes for the foreseeable future.

Item 3. Legal Proceedings.
Simmonds v. Credit Suisse Group, et al.

On October 3, 2007, Vanessa Simmonds, a purported stockholder of Unwired Planet, filed suit in the U.S. District
Court for the Western District of Washington (“Western District Court”) against Credit Suisse Group, Bank of
America Corporation, and JPMorgan Chase & Co., the lead underwriters of our initial public offering in June 1999,
alleging violations of Section 16(b) of the Exchange Act, 15 U.S.C. § 78p(b). The complaint seeks to recover from the
lead underwriters any “short-swing profits” obtained by them in violation of Section 16(b). The suit names us as a
nominal defendant, contains no claims against us, and seeks no relief from us. Simmonds filed an Amended Complaint
on February 25, 2008 (the “Amended Complaint”), naming as defendants Credit Suisse Securities (USA), Robertson
Stephens, Inc., J.P. Morgan Securities, Inc., and again naming Bank of America Corporation. The Amended
Complaint asserts substantially similar claims as those set forth in the initial complaint.

On March 12, 2009, the Western District Coutt entered its judgment in the case and granted the moving issuers’
motion to dismiss, finding plaintiff’s demand letters were insufficient to put the issuers on notice of the claims
asserted against them. The Western District Court also granted the underwriters’ motion to dismiss as to the claims
arising from the non-moving issuers’ IPOs, finding plaintiff's claims were time-barred under the applicable statute of

limitations.

Following an appeal to the United States Court of Appeals for the Ninth Circuit (the “Ninth Circuit™), on

December 2, 2010, the Ninth Circuit affirmed the Western District Court’s decision to dismiss the moving issuers’
cases on the grounds that plaintiff's demand letters were insufficient to put the issuers on notice of the claims asserted
against them and further ordered that the dismissals be made with prejudice. The Ninth Circuit, however, reversed
and remanded the Western District Court’s decision on the underwriters’ motion to dismiss as to the claims arising

from the non-moving issuers’ IPOs, finding plaintiff's claims were not time-barred under the applicable statute of
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limitations. In remanding, the Ninth Circuit advised the non-moving issuers and underwriters to file in the Western

District Court the same challenges to plaintiff's demand letters that moving issuers had filed.

On January 18, 2011, the Ninth Circuit denied all petitions for rehearing and petitions for rehearing en banc. On
January 25, 2011, the Ninth Circuit granted the underwriters’ motion to stay the issuance of the mandate and ordered
that the mandate in the cases involving the non-moving issuers be stayed for ninety days pending the filing of a
petition for writ of certiorari in the United States Supreme Court. On January 26, 2011, the Ninth Circuit granced
the appellant’s motion and ruled that the mandate in all cases is stayed for ninety days pending the appellant’s filing
of a petition for writ of certiorari in the United States Supreme Court. On April 5, 2011, the plaintiff filed a Petition
for Writ of Certiorari with the United States Supreme Court seeking reversal of the Ninth Circuit’'s December 2, 2010
decision. On April 15, 2011, underwriter defendants filed a Petition for Writ of Certiorari with the United States
Supreme Court seeking reversal of the Ninth Circuit’s December 2, 2010 decision relating to the statute of

limitations issue.

On June 27, 2011, the United States Supreme Court denied Simmonds’ petition regarding the demand issue and
granted the underwriters’ position relating to the statute of limitations issue. Oral argument in that case was held on
November 29, 2011. On March 26, 2012, the Supreme Court vacated the Ninth Circuit’s holding that petitioner’s
claims were not time barred, and remanded the cases to the District Court for proceedings consistent with the

Supreme Court’s opinions.

On June 7, 2012, the mandate of the Ninth Circuit was formally entered. On June 11, 2012, Plaintiffs voluntarily
dismissed the case with prejudice as to the adequacy-of-the-pre-suit demand issue, and without prejudice as to all

other issues.

No amount has been accrued as of June 30, 2012, as a loss is not considered probable or reasonably estimable.

In the Matter of Certain Devices of Mobile Communication

On August 31, 2011, we filed a complaint with the International Trade Commission (“ITC”) in Washington, DC,
with Apple Inc. (“Apple”), Research In Motion Ltd. and Research In Motion Corp. as proposed respondents,
requesting that the I'TC bar Apple and the Research In Motion entities (“RIM”) from importing into the United
States their products, including smart devices and tablet computers, that infringe certain of our patents. The
complaint alleges that Apple and RIM infringe upon four of our patents that cover technology that, among other
things, give consumers access to the Internet from their mobile devices. The ITC matter is currently scheduled for
substantive hearing commencing October 15, 2012, though dates in a legal proceeding are always subject to change at

the discretion of the presiding judge.

Openwave Systems Inc. v. Apple Inc., Research in Motion Ltd, and Research in Motion Corp.

On August 31, 2011, we filed a complaint in the Federal District Court for the District of Delaware against Apple
and RIM, again alleging that Apple and RIM products infringe certain of our patents, seeking among other things a
declaration that our patents cited in the complaint have been infringed by Apple and RIM and that these patents are
valid and enforceable, damages as a result of the infringement, and an injunction against further infringement. This

action is stayed pending the outcome of the ITC case. This matter is stayed pending October 15, 2012.
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From time to time, we may be involved in litigation ot other legal proceedings, including those noted above, relating
to or arising out of its day-to-day operations or otherwise. Litigation is inherently uncertain, and we could experience
unfavorable rulings. Should we experience an unfavorable ruling, there exists the possibility of a material adverse

impact on its financial condition, results of operations, cash flows or on its business for the period in which the ruling

occurs and/or in future periods.

Indemnification claims

Prior to the sale of our product businesses, our software license and services agreements generally included a limited
indemnification provision for claims from third parties relating to our intellectual property. In connection with the
sale of our product businesses, we retain certain ongoing liabilities with respect to indemnification claims related to
our former customers that were initiated prior to the sale of the Location business line and the Messaging and
Mediation product businesses. As of June 30, 2012, no amount is accrued for indemnifications as there were no
existing claims where a loss is considered probable. Historically, costs related to these indemnification provisions have
been infrequent and we are unable to estimate the maximum potential impact of these indemnification provisions on

its future results of operations.

Three of our licensees are seeking indemnification from us under their respective license agreements in connection
with being named as defendants in two matters pending in the United States District Court for the Eastern District of
Texas captioned Unified Messaging Solutions, Inc. v. Google, et al. (Civil Action No. 6:11cv00464) and Unified
Messaging Solutions, Inc. v. Facebook, et al. (Civil Action No. 6:11cv00120 (the “Actions”). Plaintiff in the Actions
alleges that cthe licensees’ web-based communication services infringe patents allegedly owned by the plaintiff and the
licensees claim that their web-based services are comprised of products licensed from us. We have assumed the defense
on behalf of two of the licensees. With respect to the third, the licensee is conducting its own defense and has

requested that we indemnify it for one-third of its defense costs and any damages awarded.

As of June 30, 2012, no amount is accrued for indemnifications as there were no existing claims where a loss is
considered probable. Historically, costs related to these indemnification provisions have been infrequent and we are
unable to estimate the maximum potential impact of these indemnification provisions on its future results of

operations.

Item 4. Mine Safety Disclosures.

Not applicable.
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PART Il

ltem 5. Market for Registrant’'s Common Equity, Related Stockholder Matters and Issuer
Purchases of Equity Securities.

Price Range of Common Stock

Our common stock is listed for quotation on the NASDAQ Global Select Market under the symbol “UPIP.” The

following table sets forth the reported high and low closing sales prices for our common stock for the fiscal periods

indicated.
Stock price by quarter High
Fiscal year ended June 30, 2012:
FALSE QUALTET .« .« vt vttt e e e ettt et e e e et e e e e $2.50
SECONA QUATTEL -+ . vt v v vt tae ettt s e e e e et $1.77
S TT s o1 = S R $2.61
FOULLR QUALLEE . . . o ot ittt ettt ettt ettt e $3.10
Fiscal year ended June 30, 2011:
e LT - SN R R EERRER $2.14
SECONA QUALLET . . . oot vttt ettt ettt ettt et $2.43
Third QUATTEE .. ...ttt ettt ettt $2.58
FOULTR QUALLET . .\ e e et e ettt e ettt e ettt e $2.43
Holders

Low

$1.26
$1.46
$1.65
$2.15

$1.59
$1.68
$1.98
$2.02

As of August 31, 2012 there were 335 holders of record of our common stock. Because many of our shares of common

stock are held by brokers and other institutions on behalf of stockholders, we are unable to estimate the total number

of stockholders represented by these record holders.

Dividend Policy

Our policy has been to retain future earnings for reinvestment in our business, and accordingly, we have not paid cash

dividends other than a special one-time cash dividend paid in June 2007, and we do not anticipate paying cash

dividends in the foreseeable future. Further, our line of credit restricts our ability to pay dividends.

15



Performance Graph

The information contained in the Performance Graph shall not be deemed to be “soliciting material” or “filed” with the SEC or
subject to the liabilities of Section 18 of the Exchange Act, except to the extent that we specifically incorporate it by reference into a
document filed under the Securities Act or the Exchange Act.

The following graph compares the cumulative total stockholder return on our common stock, the NASDAQ
Composite Index, and the S&P Telecommunication Services Index. The graph assumes that $100 was invested in our
common stock, the NASDAQ Composite Index and the S&P Telecommunication Services Index on June 30, 2007,
and calculates the return quarterly through June 30, 2012. The stock price performance on the following graph is not

necessarily indicative of future stock price performance.

COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN*

Among Unwired Planet, the NASDAQ Composite Index,
and the S&P Telecommunication Services Index

$140 -
$120 -
AT TTTTTR
-7
i N S
~TT e~ - -
R S Tl P
o0 Bna
- o
$60 -
$40 =
$20 -
so 1 | i I )
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—B— Unwired Planet — A — NASDAQ Composite - - O - - S&P Telecommunication Services

*$100 invested on 6/30/07 in stock or index, including reinvestment of dividends.
Fiscal year ending June 30.

Copyright®© 2012 S&P, a division of The McGraw-Hill Companies Inc. All rights reserved.

Item 6. Selected Financial Data.

The following selected financial data should be read in conjunction with our consolidated financial statements and
related notes thereto and with “Management’s Discussion and Analysis of Financial Condition and Results of

Operations” included elsewhere in this Annual Report.
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The following table sets forth selected Consolidated Statements of Operations and Consolidated Balance Sheet data,
revised to reflect Musiwave, Client and the product operations as discontinued operations, for fiscal 2012, 2011, 2010,

2009 and 2008 (in thousands, except per share data):

Fiscal Year ended June 30,

2012 2011 2010 2009 2008

Selected Consolidated Statements of Operations Data:
Total FEVENUES . . o vttt et e $15,050 8 4,019 $ — 3 — $ —_
Total Operating €Xpenses . . . . .....ooureerneeunamenaensnns 24,020 11,356 11,901 13,718 10,487
Operating loss from continuing operations ................. (8,970) (7,337) (11,901) (13,718) (10,487)
Net income (loss) from continuing operations . . ............. (8,150) (8,105) (11,929) (24,081) (6,846)
Discontinued operations:
Net income (loss) from discontinued operations, net of tax . . ... 27,577) (17,379 1,556 (63,795) (51,206)
Gain on sale of discontinued operations . .................. 50,294  (9,764) 4,516 2,000 36,190
Total income (loss) from discontinued operations ............ 22,717  (27,143) 6,072 (61,795) (15,016)
Net income (I0SS) . . v oottt et et $ 14,567 $(35,248)$ (5,857)$(85,876)$ (21,862)
Basic and diluted net income (loss) per share:

Continuing OPErations . .. ..........oovuoeenaennnns $ (0.098% (0.100$ (0.149H$ (©.29% (0.09)

Discontinued OPerations . . ...............oeeoveon.. $ 026% (0328 007% (075% (0.18)
Basic and diluted net income (loss) per share .. .............. $ 017 8% (0.42)$% (©.07H$ Q.0H$ (0.27)
Shares used in computing basic and diluted net income (loss)

pershare ... ... 86,354 84,577 83,500 82,956 82,465
As of June 30,

2012 2011 2010 2009 2008

Selected Consolidated Balance Sheets Data:
Cash, cash equivalents and restricted cash and short-term

IOVESEMENES .« - o v ettt ettt et e $ 83,569 § 81,213 $106,146 $109,082 $224,851
Long-term investments and restricted cash and investments . . .. 9,423 15,630 13,222 17,618 52,419
Total assets . ..o 97,493 147,817 188,609 208,367 504,744
Convertible subordinated debt, net .................. ... ... — — — — 149,842
Total stockholders’ equity . ... ..., $ 68,629 $ 42,945 $ 72,759 $ 72,696 $154,015

ltem 7. Management's Discussion and Analysis of Financial Condition and Results of
Operations.

The following discussion should be read in conjunction with the consolidated financial statements and notes included elsewhere in
this Annual Report. The following discussion contains forward-looking statements that reflect our plans, estimates and beliefs. Our
actual vesults could differ materially from those discussed in the forward-looking statements. Factors that could cause or contribute to
these differences include, but are not limited to, those discussed below and those listed in the Risk Factor section contained above in
Item 1A.

Since our inception in 1994, Unwired Planet and its predecessor companies have invested in and patented certain
intellectual property for the mobile internet industry, some of which we believe are foundational in allowing mobile

devices to connect to the Internet.

On January 12, 2012, we announced our pursuit of strategic alternatives for our product operations. On February 1,
2012, we announced the sale of our location product operations to Persistent Systems for a purchase price of $6.0

million. On April 30, 2012, we sold the mediation and messaging product operations to Openwave Mobility for a
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purchase price of $49.6 million. We accounted for the sale of the location product line and the sale of the mediation
and messaging product lines as a discontinued operation. Accordingly, the condensed consolidated financial
statements have been revised for all periods presented to reflect the location, mediation and messaging businesses as

discontinued operations. Unless noted otherwise, the following discussions pertain to our continuing operations.

The pursuit of strategic alternatives was designed to allow us to focus on realizing the value of our intellectual
property. For example, on August 31, 2011, we announced we had filed complaints against Apple Inc. and Research
In Motion Limited in order to protect our intellectual property pertaining to how mobile devices connect to the
Internet. This litigation is ongoing. During the first quarter of fiscal 2012, we entered into a license agreement with a
third-party whereby we licensed rights to all of our patents for a fee of $15.0 million which was received during the
second quarter of fiscal 2012. Additionally, during the first quarter of fiscal 2011 we licensed a number of patents to a
competitor which generated $4.0 million in patent revenue for the period. As we execute our licensing plans, we
anticipate the related revenue in future periods to be unpredictable and volatile. Additionally, legal costs associated
with our efforts to license and protect our intellectual property and proprietary rights could be material in any given
period, and are unpredictable and volatile. Effectively policing and enforcing our intellectual property is time

consuming and costly. In addition, there can be no assurance that any ongoing or future litigation will be successful.

Critical Accounting Policies and Judgments

We believe that there are several accounting policies that are critical to understanding our business and prospects for
our future performance, as these policies affect the reported amounts of revenue and other significant areas that involve

management’s judgment and estimates. These significant accounting policies are:
e (lassification among continuing and discontinued operations;
¢ Revenue recognition;
¢ Stock-based compensation;
¢  Valuation of investments; and

* Restructuring-related assessments.

These policies, and our procedures related to these policies, are described in detail below. In addition, please refer to

the Notes to Consolidated Financial Statements for further discussion of our accounting policies.

Classification among continuing and discontinued operations

Due to the sale of our remaining product businesses in 2012, we have presented financial results for the product
businesses in discontinued operations. As the majority of costs related to employees and operations in the past related
to our product operations, we identified costs we considered to be related to the ongoing intellectual property business
for presentation in continuing operations. Costs we identified as relating to continuing operations include costs
related to all personnel dedicated to our patent initiatives, including external legal fees and support

personnel. Additionally, certain general and administrative costs were included, which are equivalent to the resources
we expect to have on an ongoing basis after our transition to an intellectual property business. This includes costs
related to our CEQO and CFO, as well as accounting, information systems, and support personnel. All compensation,
benefits, stock-based compensation and restructuring costs, if any, associated with these positions were included in

ongoing operations. Additionally, we included costs related to being a public company, such as external audit costs,
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costs associated with the Sarbanes-Oxley Act, board of directors fees, SEC filings and NASDAQ fees. Facilities and
information technology costs were allocated based upon the percentage of headcount of the employees assumed to be
working primarily for the intellectual property business. Restructuring costs related to facilities remained in
continuing operations, as we have retained the related liabilities. All other historical costs were classified as

discontinued operations as they were considered necessary to support the product business.

Revenue Recognition

We recognize revenue from the licensing of our intellectual property when the following fundamental criteria are met:
(1) persuasive evidence of an arrangement exists, (ii) delivery has occurred, (iii) the sales price is fixed or determinable,
and (iv) collection of resulting receivables is reasonably assured. To date, revenue from upfront payments from
licensees for the licensing of our patents has been recognized when the arrangement is mutually signed, since there has
been no delivery or future performance obligation and the other three criteria are met upon signing the arrangement.
When patent licensing arrangements include royalties for future sales of the licensees’ products using our licensed
patented technology, revenue is recognized when the royalty report is received from the licensee, at which time the

fixed and determinable criteria is met.

Stock-based Compensation

Stock-based compensation is recorded utilizing the fair value recognition provisions of accounting guidance, which
requires the use of judgment and estimates in performing multiple calculations. We have estimated the expected
volatility as an input into the Black-Scholes-Merton valuation formula when assessing the fair value of options
granted. Our estimate of volatility was based upon the historical volatility experienced in our stock price, as well as
implied volatility in market traded options on our common stock when appropriate. During fiscal 2012, 2011 and
2010, implied volatility was not utilized in our valuation of options granted due to the lack of option contracts with a
strike price similar to our stock option grants. To the extent volatility of our stock price increases in the future, our
estimates of the fair value of options granted in the future could increase, thereby increasing stock-based compensation
expense in future periods. Our expected term of options granted is derived from actual post-vesting option
cancellation and exercise experience, as well as the average midpoint between vesting and the contractual term for

outstanding options.

Valuation of Investments

As of June 30, 2012 and June 30, 2011, $2.2 million and $4.4 million, respectively, in auction rate securities
(“ARS”), recorded in long-term investments on the consolidated balance sheet, were considered illiquid based upon
lack of recent auction results. We estimated the fair value of these auction rate securities based on: (1) financial
standing of the issuer; (2) size of position held and the liquidity of the market; (3) contractual restrictions on
disposition; (4) pending public offering with respect to the financial instrument; (5) pending reorganization activity
affecting the financial instrument; (6) reported prices and the extent of the public trading in similar financial
instruments of the issuer or comparable companies; (7) ability of the issuer to obtain required financing; (8) changes in
the economic conditions affecting the issuer; (9) a recent purchase of the sale of a security of the issuer; (10) pricing by
other dealers in similar securities; (11) financial statements of any underlying ARS portfolio investments;

(12) successful auction/early redemption; (13) failing auctions until maturity; or (14) default and the estimated cash
flows for each scenario. Other factors are considered, such as interest rate effects, liquidity, trinomial probabilities,
recovery rates, value of the investments held by the issuer and the financial condition and credit ratings of the issuer,

insurers, and parent companies, as applicable. Assumptions of probabilities of default, probabilities of passing auction,
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and probabilities of earning the maximum rate for each period are based upon the risks, the underlying investments
collateralizing the ARS, the maturity date of the ARS, the maximum rate of the ARS and current market conditions,
and third party professional judgment. We recorded other-than-temporary and realized losses in the consolidated
statements of operations of $1.1 million and $1.7 million during fiscal 2011 and 2010, respectively, related to these
securities. There were no other-than-temporary and realized losses in the consolidated statements of operations during
fiscal 2012.

Restructuring-related Assessments

Our critical accounting policy and judgment as it relates to restructuring-related assessments includes our estimate of
facility costs. To determine the facility costs, which consist of the loss after our cost recovery efforts from subleasing a
building, some estimates were made related to: (1) the time period over which the relevant building would remain
vacant; (2) sublease terms; and (3) sublease rates, including common area charges. The facility cost is an estimate that
may be adjusted in the future upon triggering events (such as changes in estimates of time and rates to sublease, based

upon current market conditions, or changes in actual sublease rates).

Summary of Operating Results for Fiscal 2012, 2011 and 2010

Revenues

We generate patent revenue, which is derived from licensing our intellectual property.

To date our patent revenues have been from two licensees, as shown in the following table:

% of Total Revenue Fiscal

Year Ended June 30,
2012 2011 2010
MICEOSOFt .« v o s 100% — —
Mobixell Networks . ..o oot — 100% —

The following table presents the key revenue information for fiscal 2012, 2011 and 2010, respectively (dollars in

thousands):
. Percent Change Percent Change
Fiscal Year ended June 30, ' £V'5042 from FY 2011 fron?\
2012 2011 2010 FY 2011 FY 2010

Revenues:

Patents .. ooovv et e $15,050 $4,019 $— 274% N/A

Total revenues ............cccvnuennn. $15,050 $4,019 $ —

Percent of revenues:

Patents . ...coit s 100% 100% N/A

Total revenues . ...........oueueeuenns 100%  100% N/A

Patents Revenues

During the first quarter of fiscal 2012, we entered into a license agreement with Microsoft whereby we licensed them
rights to all of our patents for a fee of $15.0 million which was received during the second quarter of fiscal 2012.
During the first quarter of fiscal 2011, we entered into a license agreement for a fee of $4.0 million plus future royalties
from domestic sales of products and related services covered under the patent license after September 22, 2010.
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Our patent initiative was approved by our Board of Directors in fiscal 2011, thus there are no patent revenues in fiscal
2010.

Operating Expenses
The following table represents operating expenses for fiscal 2012, 2011 and 2010, respectively (dollars in thousands):

Fiscal Year ended June 30,

Percent Percent
Increase Increase
2012 {Decrease) 2011 (Decrease) 2010
Sales and marketing expense .. ............. ... $ 614 100% $ — N/A $  —
Patent initiative eXPense . . .. ... ove it 13,089 285% 3,398 1145% 273
General and administrative . .. ...t 7,651 33% 5,732 -19% 7,079
Restructuring and other costs . ...................... 2,666 20% 2,226 S1% 4,549
Total operating eXpenses . . . .. ........c.coueenennrnnn $24,020 112%  $11,356 5% $11,901
Percent of revenues
Sales and marketing ....... ... .. .. o o il 4% N/A N/A
Patent initiative eXpense . .. ............ccotau.n. 87% 85% N/A
General and administrative . .. ............... ... 51% 143% N/A

Sales and marketing expense

Sales and marketing expenses include salary and benefit expenses and travel expenses for our marketing personnel, as
well as any commissions related to our patent revenues. Sales and marketing expenses also include the costs of public

relations, promotional materials and other market development programs.

The $0.6 million of sales and marketing expense incurred during fiscal 2012 primarily consists of commissions of
$0.4 million incurred during the first quarter of fiscal 2012 in connection with the patent deal signed in that quatter,
as well as $0.2 million in marketing expense incurred during the fourth quarter of fiscal 2012. Prior to fiscal 2012,
patent revenues were not subject to a commission plan and our marketing activities were related to the discontinued

operations.

Patent initiative expenses

Patent initiative expenses include legal and consulting costs related to defending or asserting our patents, as well as

labor costs for employees engaged in these activities on a full-time basis.

During the fiscal year ended June 30, 2012, patent initiative expenses increased by 285% compared with the prior
year. This increase is primarily due to a $9.3 million increase in legal expenses associated with patent litigation, which
includes legal fees supporting the ITC case filed and announced in August 2011. Additionally, there was an increase
of approximately $0.4 million related to labor and associated costs as the resources allocated to the patent department

increased.

During the fiscal year ended June 30, 2011, we incurred approximately $3.4 million in patent initiative expenses. The
Board of Directors approved our patent strategy during fiscal 2011, and as such the only comparable charges in fiscal

2010 relate to labor and associated costs.

21



General and administrative expenses

General and administrative expenses consist principally of salary and benefit expenses, travel expenses, and facility
costs for our finance, legal, information services and executive personnel. General and administrative expenses also

include outside accounting and legal fees.

During the fiscal year ended June 30, 2012, general and administrative costs increased 33% compared with the prior
year. This increase is primarily due to an increase of $1.4 million in stock-based compensation expense, mainly due to
charges related to stock grants modified upon the departure of two members of the Board of Directors and several key
employees upon the sale of the products business, as well as restricted stock grants to key employees in the third
quarter of fiscal 2012. There was a $0.3 million increase in salary and related costs, as more resources were allocated in
support of Unwired Planet in order to establish new procedures to transition to our new business model. Also, overall
costs associated with general legal costs, public company expenses and facility costs increased by approximately $0.5
million. These increases were offset by a dectrease of approximately $0.2 million in professional fees associated with

accounting and auditing.

During the fiscal year ended June 30, 2011, general and administrative costs decreased 19% compared with the
corresponding period in the prior year. This decrease was primarily due to a decrease of $1.0 million in professional
fees associated with accounting and auditing, a $0.7 million decline in labor costs, as well as a one-time severance
payment of $0.3 million to a former executive in fiscal 2010. This decrease was partially offset by an increase in
overall costs associated with general legal costs, public company expenses and facility costs of approximately $0.6

million.

Restructuring and Other Costs

Restructuring and other costs increased by 20% in fiscal 2012 as compared with fiscal 2011. This increase was related
to an increase of $0.6 million in expense related to severance payments to two former executives, as well as an increase
of $0.2 million in new restructuring charges and adjustments to prior restructurings incurred during fiscal 2012 when
compared with the prior year’s period. These increases were partially offset by a decrease of $0.4 million in accretion

expense.

Restructuring and other costs decreased by 51% in fiscal 2011 as compared with fiscal 2010. This decrease was related
to a decrease of $1.8 million in new restructuring charges and adjustments to prior restructurings incurred during
fiscal 2011 when compared with the prior year’s period, which primarily relates to a $1.3 million charge for a facility
that was restructured in fiscal 2010. In fiscal 2010, there was a $0.2 million accelerated depreciation charge, with no
such comparable charge in fiscal 2011. Additionally, there was a decline of $0.3 million in accretion expense during

fiscal 2011 when compared to the prior year’s period.

Interest Income

Interest income totaled $0.3 million, $0.6 million and $0.8 million for fiscal 2012, 2011 and 2010, respectively. The
decrease in interest income over the last three years is primarily attributed to lower interest rates and lower

investment balances due to cash used for operations.
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Interest Expense

We incurred interest expense during fiscal 2012, 2011 and 2010 of $0.4 million, $0.5 million, and $0.6 million,
respectively. The majority of our interest expense relates to the line of credit facility and letters of credit entered into
during the third quarter of fiscal 2009.

Other Expense, net

Other expense, net totaled $0.4 million, $0.8 million and $0.2 million for fiscal 2012, 2011 and 2010, respectively.
The decrease in other expense, net in fiscal 2012 when compated with the prior year’s period primarily relates to the
$0.9 million realized loss on investments realized in fiscal 2011. This savings was slightly offset by a $0.6 million
increase in charges related to foreign exchange rate losses on foreign denominated assets and liabilities. The increase in
other expense, net when comparing fiscal 2011 with the prior year’s period, primarily relates to the receipt of two
legal settlement payments totaling $1.9 million in fiscal 2010, with no such receipts in the fiscal 2011. Additionally,
this increase was offset by a decline in realized losses and other-than-temporary impairments of approximately $1.4
million from fiscal 2010. The remaining amounts primarily relate to foreign exchange gains and losses on foreign

denominated assets and liabilities.

Income Taxes

Income tax (benefit) expense totaled $(1.3) million and $0.1 million for fiscal 2012 and 2011, respectively. There was
no income tax (benefit) expense related to continuing operations in fiscal 2010. Income taxes in all periods consisted
of US federal and state income taxes. Fiscal 2012 tax expense was $1.4 million lower than the prior year primarily due
to recording a tax benefit from continuing operations in fiscal 2012 as a result of the gain on sale of discontinued

operations.

In light of our history of operating losses, we recorded a valuation allowance for all of our net deferred tax assets, as we
are presently unable to conclude that it is more likely than not that the deferred tax assets in excess of deferred tax
liabilities will be realized.

As of June 30, 2012, we had net operating loss carryforwards for federal and state income tax purposes of

approximately $1.6 billion and $601.8 million, respectively.

Discontinued Operations

We completed the sale of our location product line on February 1, 2012. On April 30, 2012, we completed the
disposition of the mediation and messaging product lines, which completed the divestiture of the product business.
We classified the product business’ financial results as discontinued operations in our condensed consolidated financial
statements for all periods presented. The net assets associated with the messaging and mediation businesses were
considered “held-for-sale” from March 31, 2012, until they were sold on April 30, 2012, and all prior periods have
been revised in the condensed consolidated balance sheet and condensed consolidated statement of operations to reflect
the messaging and mediation businesses as a discontinued operation. Unwired Planet and Openwave Mobility also
entered into a transition services agreement (“TSA”) under which we will provide accounting and other services to
Openwave Mobility for a period not to exceed six months. Openwave Mobility is paying a flat fee for these services per
month. Any costs of providing these services that are incremental to the flat fee will be reflected in discontinued

operations on the statement of operations in future periods.
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During fiscal 2008, we sold our Client operations to Purple Labs, a private company based in Chambéry, France.
During the first quarter of fiscal 2011, $2.0 million of the escrowed funds associated with the sale was distributed to
Myriad AG (formerly Purple Labs) and the remaining $2.2 million was released to us, and was recorded as an

additional $2.2 million gain on sale of discontinued operation in the condensed consolidated statement of operations.

On August 28, 2011, we entered into an agreement with Myriad (the “Agreement”) for the purposes of settling all
existing litigation between us and Myriad in connection with the sale of our client business to Purple Labs in June
2008. The Agreement terminated specified sections of an intellectual property licensing agreement which was entered
into in connection with the sale of our client business that occurtred in June 2008, clarified which patents were
transferred with the sale of the client business and which remained our property, contained a mutual covenant not to
sue, and provided that we would pay $12.0 million to Myriad. The payment of $12.0 million occurred in September
2011, and was recorded as a loss on sale of discontinued operations in our statement of operations for the fiscal year
ended June 30, 2011.

Net loss from discontinued operations increased by $10.2 million in fiscal 2012 as compared with fiscal 2011. This
was a result of the $46.5 million decline in revenues, offset by corresponding reductions in cost of revenues as well as
lower operating expenses during the same period. Likewise, discontinued operations experienced a net loss of $17.4
million in fiscal 2011 compared to net income of $1.6 million in fiscal 2010. This was a result of a $31.8 million
decline in revenues, including a $7.3 million decline in license revenues, from fiscal 2010, offset by corresponding
reductions in cost of revenues as well as lower operating expenses during the same period. See Note 3 of Notes to
Consolidated Financial Statements for further information regarding the classification of these businesses as a

discontinued operation.

The increase in the gain on sale of discontinued operations in fiscal 2012 when compared with fiscal 2011 primarily
relates to the $45.1 million gain recognized from the sale of the products business to Openwave Mobility in the fourth
quarter of fiscal 2012, as well as to the loss of $12.0 million recognized in fiscal 2011 related to the settlement
payment to Myriad with no such comparable loss being recognized in fiscal 2012.

The decline in gain on sale of discontinued operations in fiscal 2011 when compared with fiscal 2010 primarily relates
to the loss of $12.0 million recognized in fiscal 2011 related to the settlement payment to Myriad, with no such

comparable loss being recognized in fiscal 2010.

Liquidity and Capital Resources
Working Capital and Cash Flows

The following table presents selected financial information and statistics as of June 30, 2012, 2011 and 2010,

respectively (dollars in thousands):

As of June 30,
Percent Percent
2012 change 2011 change 2010

Working capital ........ ... i 60,451 19% $50,704 -36% $ 84,491
Cash and cash investments:

Cash and cash equivalents ......................... 39,709 -16% 47,266 -22% 60,935

Short-term iNVeStMeNts . ... ...ovvvvvenenenennn.s 43,860 29% 33,947 -25% 45,211

Long-term investments ................c.ooueenn... 9,423 -40% 15,630 21% 12,865

Restrictedcash . ... ... ... .. . i — N/A — -100% 357

Total cash and investments .................... $92,992 -4% $96,843 -19% $119,368



Fiscal Year ended June 30,

2012 2011 2010
Cash provided by (used for) operating activities . ......... ... $(43,628) $(21,485) $ (9,224)
Cash provided by (used for) investing activities . ............c...oooeoie.s $ 34,167 $ 5,788 $(22,174)
Cash provided by (used for) financing activities ............ ooy $ 1,904 $ 2,028 $ 788

We have obtained a majority of our cash and investments through public offerings of common stock, including a
common stock offering in December 2005 which raised $277.8 million in net proceeds. In fiscal 2008, we sold
Musiwave and our Client operations, resulting in $56.0 million of net proceeds in fiscal 2008, $11.7 million in fiscal
2009, $4.5 million in fiscal 2010 and $2.2 million in fiscal 2011. Additionally, in fiscal 2012, we sold our product
businesses which resulted in $51.4 million of net proceeds in fiscal 2012. We also entered into a $40.0 million
revolving credit facility on January 23, 2009, which we have amended several times, including an amendment entered
into on January 23, 2012 to reduce the revolving credit facility to $25.0 million, lower the Borrowing Base from a
starting point of $20.0 million to $15.0 million plus eligible accounts receivable and extend the maturity date to
February 28, 2012.

On January 20, 2012, we received a consent from Silicon Valley Bank to sell the Location product business. On
February 24, 2012, we entered into an amendment to extend the maturity of the secured revolving credit facility to
March 29, 2012. On March 29, 2012, we entered into an amendment to extend the maturity to April 28, 2012 and
set the EBITDA covenant minimum level for March 31, 2012. On April 12, 2012, we entered into an amendment to
extend the maturity of the secured revolving credit facility to April 28, 2013 and set minimum EBITDA levels. On
April 30, 2012, we received a consent from Silicon Valley Bank to sell the mediation and messaging product
businesses. On May 4, 2012, we entered into an amendment to reduce the amount of the line of credit from $25.0
million to $18.0 million, delete the Borrowing Base requirement, delete the minimum EBITDA covenant, delete the
fee on undrawn amounts, and modify the Liquidity Coverage Ratio definition. Although we plan to extend the
maturity beyond this date, there can be no guarantee of an extension. Failure to extend the line of credit would require
letters of credit to have cash collateral, which would be reflected as Restricted cash as opposed to Cash and equivalents

once collateralized.

As of June 30, 2012, June 30, 2011 and June 30, 2010, we had letters of credit outstanding against the revolving
credit facility totaling $17.5 million, $18.2 million, and $17.9 million, respectively, reducing the available
borrowings on the revolving credit facility. Our letters of credit expire between October 2012 and June 2013. We
intend to renew them, but there is no guarantee of renewal. The revolving credit line is secured by a blanket lien on
all of our assets and contains financial and reporting covenants customary to these types of credit facilities agreements
which we are required to satisfy as a condition of the agreement. In particular, the revolving credit facility requires
that we meet a specified minimum monthly liquidity ratio. In addition, the revolving credit facility requires us to
provide to the bank annual financial projections, promptly report any material legal actions, and timely pay material
taxes and file all required tax returns and reports. Further, without the bank’s consent, we cannot take some material
actions, such as change any material line of business, sell our business, acquire other entities, incur liens, make capital
expenditures beyond a specified threshold, or engage in transactions with affiliates. As of June 30, 2012, we were in

compliance with all debt covenants.

While we believe that our current working capital and anticipated cash flows from operations will be adequate to
meet our cash needs for daily operations and capital expenditures for at least the next 12 months, we may elect to raise
additional capital through the sale of additional equity or debrt securities, or sell some assets. If additional funds are

raised through the issuance of additional debt securities, these securities could have rights, preferences and privileges
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senior to holders of common stock, and the terms of any debt could impose restrictions on our operations. The sale of
additional equity or convertible debt securities could result in additional dilution to our stockholders, and additional

financing may not be available in amounts or on terms acceptable to us.

If additional financing is necessary and we are unable to obtain the additional financing, we may be required to reduce
the scope of our planned intellectual property initiatives and marketing efforts, which could harm our business,
financial condition and operating results. In the meantime, we will continue to manage our cash and investment
portfolio in a manner designed to facilitate adequate cash and cash equivalents to fund our operations as well as future

acquisitions, if any.

Working Capital

Our working capital, defined as current assets of the continuing operations less current liabilities of the continuing
operations, increased by approximately $9.7 million, or 19%, from June 30, 2011 to June 30, 2012. The increase in
working capital balances is primarily attributed to the $51.4 million in proceeds from the sale of the products

business in fiscal 2012, partially offset by the $43.6 million cash used for operations in fiscal 2012.

Cash, cash equivalents and short and long-term investments decreased by $3.9 million as of June 30, 2012 as
compared with June 30, 2011, primarily due to the $43.6 million of cash used for operations in fiscal 2012, as well as
the $12.0 million payment made related to the settlement of the Myriad litigation, partially offset by the $51.4
million in proceeds from the sales of the products business received in fiscal 2012.

Cash Used for Operating Activities

Cash used for operating activities totaled $43.6 million, $21.5 million, and $9.2 million for fiscal 2012, 2011 and
2010, respectively.

In fiscal 2012, we had two main drivers of the use of cash. The first driver was that our net income, excluding the
impact of non-cash items and the gain on the sale of discontinued operations, was a use of cash of $22.1 million. The
second driver was that we also experienced $13.2 million of a restructuring liability decrease during the fiscal year
ended June 30, 2012, which included $4.9 million in severance paid to employees impacted by the restructuring
announced in August 2011. We expect another $0.1 million of severance to be paid relating to this restructuring plan
during the remainder of fiscal 2013. Additionally, we had other working capital changes as shown on the consolidated

statement of cash flows.

The $21.5 million in cash used for operating activities in fiscal 2011 was primarily due to the $28.5 million net loss
adjusted for non-cash items, $13.9 million in restructuring payments and the $8.5 million decline in deferred revenue
related to discontinued operations, which represents a reduction in billings in advance of revenue recognized. These
uses of cash were offset by changes in working capital balances of $29.4 million, primarily related to a decline in

accounts receivable and an increase in accrued liabilities related to discontinued operations as discussed above.

The $9.2 million in cash used for operating activities in fiscal 2010 was primarily due to the $11.0 million in

restructuring payments, offset by the $4.5 million in cash generated by net income adjusted for non-cash items.
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Cash Provided by (Used for) Investing Activities

Cash flows provided by (used for) investing activities during fiscal 2012, 2011 and 2010 totaled $34.2 million, $5.8
million and $(22.2) million, respectively.

The $28.4 million increase in our cash flows provided by investing activities for fiscal 2012 as compared with fiscal
2011 was primarily due to the $51.4 million net cash flow related to the product business sales in fiscal 2012, which
was partially offset by the payment of the $12.0 million related to the settlement of the Myriad litigation as well as

the purchase, net of maturities, of short and long-term investments.

The $28.0 million increase in our cash flows provided by investing activities for fiscal 2011 as compared with fiscal
2010 was primarily due to the $33.3 million increase in proceeds from the sale and maturity of short-term
investments. This increase was partially offset by a decline in purchases and proceeds from the sale and maturity of

long-term investments of $5.2 million.

Cash Flows Provided by Financing Activities

Cash flows provided by financing activities during fiscal 2012, 2011 and 2010 totaled $1.9 million, $2.0 million and
$0.8 million, respectively.

Net cash provided by financing activities during fiscal 2012 was $1.9 million, from the exercise of stock options and

the purchase of shares pursuant to the employee stock purchase plan.

Net cash provided by financing activities during fiscal 2011 was $2.0 million, from the exercise of stock options and

the purchase of shares pursuant to the employee stock purchase plan.

Net cash provided by financing activities during fiscal 2010 was $0.8 million, from the exercise of stock options and
the purchase of shares pursuant to the employee stock purchase plan, net of amounts paid for the fee on the line of

credit.

Long-Term Debt Obligations, Restructuring Plans and Operating Lease Obligations

As of June 30, 2012, our principal commitments consisted of obligations outstanding under operating leases.

On January 23, 2009, we entered into a secured revolving credit facility with Silicon Valley Bank for up to $40.0
million. On January 20, 2010, we entered into two amendments to the $40.0 million revolving credit facility with
Silicon Valley Bank to modify the definition of EBITDA. Additionally, on April 14, 2010, we entered into another
amendment to the $40.0 million revolving credit facility with Silicon Valley Bank to extend the maturity date to
January 23, 2012, as well as to modify the commitment fee and several definitions, including EBITDA, Borrowing
Base, and Investments. On April 16, 2012, an amendment was entered into to extend the maturity to April 29,

2013. On May 4, 2012, we entered into an amendment to reduce the amount of the line of credit from $25.0 million
to $18.0 million, delete the Borrowing Base requirement, delete the minimum EBITDA covenant, delete the fee on
undrawn amounts, and modify the Liquidity Coverage Ratio definition. Although we plan to extend the maturity
beyond this date, there can be no guarantee of an extension. Failure to extend the line of credit would require letters of
credit to have cash collateral, which would be reflected as Restricted cash as opposed to Cash and cash equivalents once

collateralized.
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We may borrow, repay and re-borrow under the revolving credit facility at any time up to the maturity date. As of
June 30, 2012, the revolving credit facility bears interest at 4% per annum. For each letter of credit issued, we are
required to pay 0.75% per annum on the face amount of the letter of credit. Annually, we are required to pay a
commitment fee to the lender. In January 2010, we paid a $0.2 million commitment fee to the lender. In January
2011, we paid a $0.1 million commitment fee to the lender. In April 2012, we paid a $75 thousand commitment fee

to the lender.

As of June 30, 2012 and June 30, 2011, we had letters of credit outstanding against the revolving credit facility
totaling $17.5 million and $18.2 million, respectively, reducing the available borrowings on the revolving credit

facility.

The revolving credit line is secured by a blanket lien on all of our assets and contains certain financial and reporting
covenants customary to these types of credit facilities agreements which we are required to satisfy as a condition of the
agreement. In particular, the revolving credit facility requires that we meet a minimum monthly liquidity ratio. As of
May 4, 2012, the minimum four quarter EBITDA covenant was deleted. In addition, the revolving credit facility
requires us to provide to the bank annual financial projections, promptly report any material legal actions, and timely
pay material taxes and file all required tax returns and reports. Further, without the bank’s consent, we cannot take
certain material actions, such as change any material line of business, sell our business, acquire other entities, incur
liens, make capital expenditures beyond a certain threshold, or engage in transactions with affiliates. As of June 30,

2012 we were in compliance with all debt covenants.

On August 1, 2011, we announced a restructuring, which we refer to as the FY2012 Restructuring, to better align
our resources among our operational groups and to reduce costs and improve operating efficiencies by reducing
operating costs inline with revenue. The FY2012 Restructuring resulted in $4.9 million in pre-tax restructuring and
related charges associated with the FY2012 Restructuring’s employee termination benefits. As of March 31, 2012,
$4.3 million of these charges were moved to discontinued operations and $0.6 million remained in continuing
operations. We expect to pay the current accrued charges for employee termination benefits during the first quarter of
fiscal 2013. During the second quarter of fiscal 2012, we recognized $1.4 million in facilities charges associated with
a facility we exited during the second quarter under the FY2012 Restructuring. The lease payments will be paid over

the term of the remaining lease.

On February 3, 2011, we announced a restructuring referred to as the FY2011 Restructuring to consolidate our
resources, primarily in development, and improve operating efficiencies. As such, during the three months ended
March 31, 2011, we incurred approximately $2.0 million in pre-tax restructuring and related charges associated with
the FY2011 Restructuring’s employee termination benefits. As of March 31, 2012, these charges were moved to

discontinued operations as part of the sale of the products businesses.

On October 29, 2009, we announced a restructuring referred to as the FY2010 Restructuring to consolidate our
resources, primarily in development, and improve operating efficiencies. As such, during fiscal 2010, we incurred
approximately $0.8 million in pre-tax restructuring and related charges associated with the FY2010 Restructuring’s
employee termination benefits and $0.2 million in accelerated depreciation on fixed assets associated with a facility
identified for restructuring. As of March 31, 2012, the $0.8 million in employee termination benefits were moved to
discontinued operations as part of the sale of the products businesses. During the third and fourth quarter of fiscal
2010, we recognized $1.3 million in facilities charges associated with a facility we exited during the third quarter

under the FY2010 Restructuring. The lease payments will be paid over the term of the remaining lease.
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On March 16, 2009, we announced a restructuring referred to as the FY2009 Restructuring in an effort to consolidate
our resources, primarily in development and support, and improve operating efficiencies. As such, during fiscal 2009,
we incurred approximately $3.5 million in facilities charges associated with a facility identified for restructuring.
During fiscal 2010, we recognized $2.0 million in facilities charges associated with two facilities we exited under the

FY2009 Restructuring. The lease payments will be paid over the term of the remaining lease.

On February 28, 2005, we entered into a sublease agreement (the “Sublease Agreement”) to lease office space in a
building at 2100 Seaport Boulevard in Redwood City, California. The Sublease Agreement covers approximately
144,000 square feet which serve as our corporate headquarters. We vacated our prior corporate headquarters located at
1400 Seaport Boulevard, Redwood City, California as of June 1, 2005.

The terms of the Sublease Agreement began on May 1, 2005 and will end on June 29, 2013. The Sublease Agreement
is a triple-net sublease. The average base rent for the remaining term of the lease will be approximately $1.6 million
per year. The rent obligations are being expensed on a straight-line basis, over the term of the lease beginning upon

the date the premises became available for entry in February 2005.

Our prior headquarters facility lease was entered into in March 2000 for approximately 283,000 square feet of office
space located at 1400 Seaport Boulevard, Redwood City, California. Lease terms that commenced in April 2001
require a base rent of $3.25 per square foot per month as provided by the lease agreement which will increase by 3.5%
annually on the anniversary of the initial month of the commencement of the lease. The lease is for a period of 12 years
from the commencement date of the lease. The future costs of this lease, net of future sublease income, is recorded as a

restructuring liability on the consolidated balance sheets against which future lease payments will be recorded.

Contractual Obligations
We also have numerous facility operating leases at other locations in the United States and throughout the world.
Future minimum lease payments under all non-cancelable operating leases with terms in excess of one year and future
contractual sublease income were as follows at June 30, 2012 (in thousands):

2013 2014 2015 Total

Contractual obligation:

Gross operating lease obligations ............ ... ... e $16,567 $1,336 $450 $18,353
Less: contractual sublease income . ........... .. i (3,613)  (728) (240) (4,581)
Net operating lease obligations . ........... ... iiiieeiieiaieeeen $12,954 $ 608 $210 $13,772

Additionally, we have $0.9 million in unrecognized tax benefits, which may or may not become payable in future

periods.

Off-Balance Sheet Arrangements

We do not have any off-balance sheet arrangements that have or are reasonably likely to have a current or future effect
on our financial condition, changes in financial condition, revenues or expenses, results of operations, liquidity, capital

expenditures or capital resources that are material to investors.
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Recently Adopted Accounting Pronouncements

Effective January 1, 2012, we adopted the following accounting guidance for fair value measurement on a prospective
basis:

Accounting Standards Update No. 2011-04, Fair Value Measurement (Topic 820), Amendments to Achieve Common
Fair Value Measurement and Disclosure Requirements in U.S. GAAP and IFRS (“Update 2011-04"). Update 2011-04
amends the requirements related to fair value measurement, in particular changing the wording used to describe many
requirements in Generally Accepted Accounting Principles (‘GAAP”) for measuring fair value and for disclosing
information about fair value measurements. The amendments also serve to clarify the FASB’s intent about the
application of existing fair value measurement requirements. The amended guidance is effective for interim and
annual periods beginning after December 15, 2011, and is applied prospectively. We adopted this guidance
beginning in the third quarter of fiscal 2012. The adoption of Update 2011-04 did not have a material impact on our

condensed consolidated financial statements, results of operations or cashflows.

Recent Accounting Pronouncements Not Yet Adopted

Accounting Standards Update No. 2010-28, Intangibles—Goodwill and Other (Topic 350), When to Perform Step 2 of
the Goodwill Impairment Test for Reporting Units with Zero or Negative Carrying Amounts (“Update 2010-28"). Update
2010-28 amends the criteria for performing Step 2 of the goodwill impairment test for reporting units with zero or
negative carrying amounts and requires performing Step 2 if qualitative factors indicate that it is more likely than not
that a goodwill impairment exists. Update 2010-28 is effective for fiscal years beginning after December 15, 2011.
The adoption of this guidance is not expected to have a material impact on our condensed consolidated financial

position, results of operations or cash flows.

Accounting Standards Update No. 2011-05, Comptehensive Income (Topic 220), Presentation of Comprehensive Income
(“Update 2011-05"). Update 2011-05 allows the option of presenting the total of comprehensive income, the
components of net income, and the components of other comprehensive income either in a single continuous
statement of comprehensive income or in two separate but consecutive statements. Additionally, Update 2011-05
requires companies to present on the face of the financial statements reclassification adjustments for items that are
reclassified from other comprehensive income to net income in the statement(s) where the components of net income
and the components of other comprehensive income are presented. In December 2011, Accounting Standards Update
No. 2011-12, Comprehensive Income (Topic 22) Deferral of the Effective Date for Amendments to the Presentation of
Reclassifications of Items Out of Comprebensive Income in Accounting Standards Update No. 2011-05, was issued. The
amended guidance is effective for fiscal years, and interim periods within those years, beginning after December 15,
2011, and is applied retrospectively. Adoption of this guidance is not expected to have a material impact on our

condensed consolidated financial statements.

Accounting Standards Update No. 2011-08, Intangibles—Goodwill and Other (Topic 350)—Testing Goodwill for
Impairment (“Update 2011-08"), allows entities to use a qualitative approach to test goodwill for impairment. Update
2011-08 permits an entity to first perform a qualitative assessment to determine whether it is more likely than not
thar the fair value of a reporting unit is less than its carrying value. If it is concluded that this is the case, it is
necessary to petrform the currently prescribed two-step goodwill impairment test. Otherwise, the two-step goodwill
impairment test is not required. Update 2011-08 is effective for annual and interim goodwill impairment tests
performed for fiscal years beginning after December 15, 2011, with early adoption permitted. Adoption of this

guidance is not expected to have a material impact on our condensed consolidated financial statements.

30



Iltem 7A. Quantitative and Qualitative Disclosures About Market Risk
Foreign Currency Risk

We have operated internationally and are exposed to potentially adverse movements in foreign currency rate changes.
With the disposition of our product businesses as of April 30, 2012, we expect to have a significantly reduced
exposure to foreign currency rate changes. Prior to April 30, 2012, we had entered into foreign exchange derivative
instruments to reduce our exposure to foreign currency rate changes on receivables, payables and intercompany
balances denominated in a nonfunctional currency. The objective of these derivatives was to neutralize the impact of
foreign currency exchange rate movements on our operating results. These derivatives may require us to exchange
currencies at rates agreed upon at the inception of the contracts. These contracts reduce the exposure to fluctuations in
exchange rate movements because the gains and losses associated with foreign currency balances and transactions are
generally offset with the gains and losses of the foreign exchange forward contracts. We do not enter into foreign
exchange transactions for trading or speculative purposes, nor do we hedge foreign currency exposures in a mannet
that entirely offsets the effects of movement in exchange rates. We do not designate our foreign exchange forward
contracts as accounting hedges and, accordingly, we adjust these instruments to fair value through earnings in the
period of change in their fair value. Net foreign exchange transaction losses included in Other income (expense), net in
the accompanying condensed consolidated statements of operations totaled $(0.4) million, $0.1 million and $(44,000)
for the fiscal years 2012, 2011 and 2010. As of June 30, 2012, we had no forward contracts.

As of June 30, 2011, our forward contracts wete as follows (notional amounts in thousands):

Foreign
Notional Currency Date of
M Amount per USD Maturity
AUD e e 1,600 1.05 7/29/2011
CAD o e e 2,100 1.01 7/29/2011
BUR . ittt e e e e e s 1,250 0.69  7/29/2011
Y 200,000 80.93  7/29/2011

As of June 30, 2011, the nominal value multiplied by the USD exchange rate of these forward contracts was $8.2

million. Our mark-to-market net unrealized gain on these contracts as of June 30, 2011 was $0.1 million.

Interest Rate Risk

As of June 30, 2012, we had cash and cash equivalents, short-term and long-term investments of $93.0 million,
compared with $96.8 million as of June 30, 2011. Our exposure to market risks for changes in interest rates relates
primarily to money market accounts, certificates of deposit, corporate bonds, government securities, and auction rate
securities. We place our investments with high credit quality issuers that have a rating by Moody’s of A2 or higher
and Standard & Poors of A or higher, and, by policy, limit the amount of the credit exposure to any one issuer. Our
general policy is to limit the risk of principal loss and ensure the safety of invested funds by limiting market and
credit risk. All highly liquid investments with a maturity of less than three months at the date of purchase are
considered to be cash equivalents; all investments with maturities of three months or greater are classified as
available-for-sale and considered to be short-term investments; all investments with maturities of greater than one

year are classified as available-for-sale and considered to be long-term investments.
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The following is a table of our available-for-sale investments within investments and cash and cash equivalents by
expected maturity in the consolidated balance sheet at June 30, 2012 (in thousands):

Expected maturity for the
year ending June 30, Cost Value Fair Value
June 30, 2012 June 30, 2012
2013 2014  Thereafter Total Total
U.S. Government Agencies . ................... $ 3,297 $2,767 $ — $ 6,064 $ 6,070
Certificates of Deposit ....................... 2,220 — — 2,220 2,220
Commercial Paper .......................... 7,844 — — 7,844 7,844
Corporate Bonds . ........................... 32,001 4,428 — 36,429 36,412
Auction Rate Securities ...................... —_ — 3,038 3,038 2,237
Total ... ... . ... $45,362 $7,195 $3,038 $55,595 $54,783
Weighted-average interest rate . ........ 0.7%

The following is a table of our available-for-sale investments within investments and cash and cash equivalents by

expected maturity in the consolidated balance sheet at June 30, 2011 (in thousands):

Expected maturity for the

year ending June 30, Cost Value Fair Value
June 30, 2011 June 30, 2011
2012 2013 Thereafter Total Total
U.S. Government Agencies . .................. $ 2412 $ 3499 ¢ — $ 5,911 $ 5,927
Certificates of Deposit . ..................... 240 240 — 480 480
Commercial Paper ......................... 10,691 — — 10,691 10,691
Corporate Bonds . .......................... 20,609 7,486 — 28,095 28,097
Auction Rate Securities ..................... — — 5,237 5,237 4,382
Total ....... .. ... ... ... $33,952 $11,225  $5,237 $50,414 $49,577
Weighted-average interest rate . . . .. ... 0.7%

ltem 8. Financial Statements and Supplementary Data.

Our Consolidated Financial Statements, together with related notes and the report of independent registered public

accounting firm KPMG LLP are set forth on the pages indicated in Item 15.
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Quarterly Results of Operations

The following tables set forth a summary of our unaudited quarterly operating results for each of the eight quarters in
the period ended June 30, 2012. All quarters have been revised as necessary to reflect the product businesses,
Musiwave and Client operations as discontinued operations. See Note 3 to the consolidated financial statements for
further detail. The information has been derived from our unaudited consolidated financial statements that, in
management’s opinion, have been prepared on a basis consistent with the audited consolidated financial statements
contained elsewhere in this Annual Report and include all adjustments, consisting only of normal recurring
adjustments, necessary for a fair presentation of this information when read in conjunction with our audited
consolidated financial statements and notes thereto. The operating results for any quarter are not necessarily indicative

of results to be expected for any future period.

Fiscal Year ended June 30, 2012 Fiscal Year ended June 30, 2011

Fourth  Third Second First Fourth Third Second  First
Quarter Quarter Quarter Quarter Quarter Quarter Quarter Quarter

Total revenues . ................ $ 4 8 20 $ 5 $15,021 $ 10 $ 8 8 1 $4,000
Total operating costs and

EXPENSES . . o v v v v 7,579 5,837 6,268 4,336 3,646 2,778 2,615 2,317
Operating income (loss) from

continuing operations . ........ $(7,575) $(5,817) $ (6,263) $10,685 $ (3,636) $ (2,770) $(2,614) $1,683
Net income (loss) from continuing

OPErations . ................. $(4,043) $ (5,781) $ (9,073) $10,747 $ (4,184) $ (3,237) $(2,404) $1,720
Net income from discontinued

OPEration . .................. 9,237) (8,917) (1,317) (8,106) (3,776) (7,587) (2,131) (3,885)
Gain (loss) on sale of discontinued

OPErations .. ................ 45,133 5,161 — — (12,000) — — 2,236
Netincome (loss) .. ....oovvvvnn. $31,853 $(9,537) $(10,390) § 2,641 $(19,960) $(10,824) $(4,535) % 71

Basic net income (loss) from
continuing operations per

share ... ... .. $ (0.05)$ (0.07)$ (0.11)$ 0.12 $ (0.05)$ (0.04)$ (0.03) $ 0.02
Basic net income from discontinued
operations per share ........... $ 041 % 004H$ (001$ 0.09$ (0.18)$ (0.09$ (0.03) $(0.02)

Basic net income (loss) per share ... $ 0.36 $ (0.11)$ (0.12)$ 0.03 $ (0.23)$ (0.13) $ (0.06) $ 0.00
Diluted net income (loss) from

continuing operations per

share .............. .. .. .... $ (0.05)8 (0.07H$ (©.11)$ 0.12 3 (0.05$% (0.04)$ (0.03)$ 0.02
Diluted net income from

discontinued operations per

share ...... ...t $ 041 % (0.04$ (0.01)$ 0.09$% (©.18)$ (0.09$ (0.03) $(0.02)
Diluted net income (loss) per

share ........... ... $ 036 % (0.11)$ (0.12)$ 0.03 § (0.23)$ (0.13)$ (0.06) $ 0.00
Shares used in computing:
Basic net income (loss) per share ... 88,200 86,146 85,594 85,482 85,216 84,761 84,324 84,017
Diluted net income (loss) per

share . ...... ... .. ... ... 88,200 86,146 85,594 86,432 85,216 84,761 84,324 84,928

For quarters previously reported, immaterial reclassifications have been made among operating costs related to
continued operations and discontinued operations due to refinements in our allocation methodology following the sale

of the products business.
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Item 9. Changes in and Disagreements With Accountants on Accounting and Financial
Disclosure.

None.

Item 9A. Controls and Procedures.
Disclosure Controls and Procedures

Our management has evaluated, under the supervision and with the participation of our Chief Executive Officer and
Chief Financial Officer, the effectiveness of our disclosure controls and procedures as of June 30, 2012. Based on their
evaluation as of June 30, 2012, our Chief Executive Officer and Chief Financial Officer have concluded that our
disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act of
1934) were effective at the reasonable assurance level to ensure that the information required to be disclosed by us in
this Annual Report was (i) recorded, processed, summarized and reported within the time periods specified in the
SEC’s rules and regulations and (ii) accumulated and communicated to our management, including our Chief

Executive Officer and Chief Financial Officer, to allow timely decisions regarding required disclosure.

Our management, including our Chief Executive Officer and Chief Financial Officer, does not expect that our
disclosure controls and procedures or our internal controls over financial reporting will prevent all error and all fraud.
A control system, no matter how well conceived and operated, can provide only reasonable, not absolute, assurance
that the objectives of the control system are met. Further, the design of a control system must reflect the fact that
there are resource constraints and the benefits of controls must be considered relative to their costs. Because of the
inherent limitations in all control systems, no evaluation of controls can provide absolute assurance that all control

issues and instances of fraud, if any, within Unwired Planet, Inc. have been detected.

Management’s Annual Report on internal Control over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over financial reporting (as
defined in Rule 13a-15(f) under the Securities Exchange Act of 1934, as amended). Our management assessed the
effectiveness of our internal control over financial reporting as of June 30, 2012. In making this assessment, our
management used the criteria set forth by the Committee of Sponsoring Organizations of the Treadway Commission
(“COSO”) in Internal Control-Integrated Framework. Our management has concluded that, as of June 30, 2012, our
internal control over financial reporting is effective based on these criteria. Management reviewed the results of its
assessment with our Audit Committee. The effectiveness of our internal control over financial reporting as of June 30,
2012 has been audited by KPMG, LLP, an independent registered public accounting firm, as stated in its report

which is included in the consolidated financial statements of this Annual Report, and incorporated by reference here.

Changes in Internal Control over Financial Reporting

There were no changes in our internal control over financial reporting during the fourth quarter of fiscal 2012 that
have materially affected, or are reasonably likely to materially affect our internal control over financial reporting other
than controls over financial processes that no longer are relevant following our sale of the products business are no

longer performed by the Company.

Item 9B. Other Information.

None.
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PART Ill
Item 10. Directors, Executive Officers and Corporate Governance.

Directors. Information concerning our Directors, including with respect to procedures by which security holders may
recommend nominees to our Board of Directors and with respect to the composition of our Audit Committee, is
incorporated herein by reference to the sections entitled “Proposal 1—Election of Directors” and “Board Committees
and Meetings” contained in our definitive Proxy Statement with respect to our Annual Meeting of Stockholders to be
filed with the Securities and Exchange Commission not later than October 29, 2012 in connection with the

solicitation of proxies for the Unwired Planet, Inc. 2012 Annual Meeting of Stockholders (the “Proxy Statement”).

Executive Officers. Information concerning our Executive Officers is set forth in the section entitled “Executive Officers”

contained in our Proxy Statement and is incorporated herein by reference.

Section 16(a) Beneficial Ownership Reporting Compliance. Information concerning compliance with Section 16(a) of the
Securities Act of 1934 is set forth in the section titled “Section 16(a) Beneficial Ownership Reporting Compliance”

contained in our Proxy Statement and is incorporated herein by reference.

Code of Conduct and Ethics. The information required by this Item with respect to our code of conduct and ethics is set
forth in the section titled “Code of Conduct and Ethics” contained in our Proxy Statement and is incorporated herein

by reference.

Item 11. Executive Compensation.

The information required by this Item is set forth in the Proxy Statement under the captions “Board Committees and
Meetings,” “Compensation Discussion and Analysis,” “Compensation Committee Report,” “Compensation of
Executive Officers,” “Director Compensation” and other sections relating to executive and director compensation.

Such information is incorporated herein by reference.

ltem 12. Security Ownership of Certain Beneficial Owners and Management and Related
Stockholder Matters.

The information required by this Item with respect to security ownership of beneficial owners and management is set
forth in the Proxy Statement under the caption, “Security Ownership of Certain Beneficial Owners and Management.”

Such information is incorporated herein by reference.

Equity Compensation Plan Information

Fiscal Year ended June 30, 2012
Number of shares

Number of shares to remaining available
be issued upon Weighted-average for future issuance
exercise of exercise price o under equity
outstanding outstanding compensation plans
options, warrants options, warrants {excluding shares
and rights and rights reflected in the first column)

(shares in thousands)
Equity compensation plans approved by

stockholders . ........ ... .ciueeinnin. 7,958 $3.01 5,333
Equity compensation plans not approved by

stockholders ........... ... ... ..., 344 $4.15 281

Total (1) «.vvv i 8,302 $3.06 5,614
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(1) This table does not include compensation plans from which we are no longer issuing shares, except for the future

issuance of shares upon exercise of options that are still outstanding.

Unwired Planet’s 2001 Stock Compensation Plan

This plan provides for the grant of non-qualified stock options, restricted stock bonus awards, and rights to acquire
restricted stock to employees, directors (including non-employee directors) and consultants. A maximum of 4,068,128
shares of our common stock may be issued under this plan, of which 533,333 shares are reserved for issuance to
non-officer employees. Shares returning to the plan upon cancellation of outstanding options or the unvested portion

of restricted stock bonus awards may be made subject to future awards.

This plan is administered by our Board of Directors, which is entitled to delegate this administration at any time to a
Board of Directors committee or sub-committee designated to administer it. The Board of Directors or committee
that administers this plan has the full power to select the individuals to whom awards will be granted and to make
any combination of awards to any participants. The Board of Directors or committee that administers the plan may set
the exercise price for options at, above or below the fair market value of our common stock on the date of grant.

Options granted under this plan generally have a term of no more than ten years from the date of grant.

The Board of Directors or committee that administers this plan may also determine the terms of the awards granted,
including the exercise or purchase price for an option or stock purchase right, the number of shares subject to each

award, the term of the award, and the vesting and/or exercisability provisions applicable to the award.

If we merge with, or are acquired by, another company, awards outstanding under this plan may be assumed or
equivalent awards substituted by our acquirer. However, if our acquirer does not agree to assume or substitute for

outstanding awards, the awards shall terminate upon the closing of the merger or acquisition.

This plan will continue in effect until terminated by the Board of Directors. The Board of Directors may amend, alter
or discontinue the plan, but no amendment, alteration or discontinuation of this plan shall be made withour the

written consent of a participant, if such participant’s rights would be diminished under any previously granted award.

Item 13.  Certain Relationships and Related Transactions, and Director Independence.

Information concerning our Directors independence is incorporated herein by reference to the section entitled “Board
Committees and Meetings” contained in the Proxy Statement, and information with respect to related transactions is
incorporated herein by reference to the section titled “Transactions with Related Persons” contained in the Proxy

Statement.

Item 14. Principal Accounting Fees and Services.

The information required by this Item is set forth in the Proxy Statement under the Proposal titled “Ratification of

Selection of Independent Registered Public Accounting Firm.” Such information is incorporated herein by reference.
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PART IV
item 15.  Exhibits, Financial Statement Schedules.
(@) The following documents are filed as part of this report:

(1) Financial Statements. The list of Consolidated Financial Statements and Report of KPMG LLP,
independent registered public accounting firm filed as part of this Annual Report is set forth in the Index to

Consolidated Financial Statements at page F-1, which is incorporated by reference here.

(2) Exhibits. See the Exhibit Index which follows the signature page of this Annual Report, which is

incorporated by reference here.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly
caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

UNWIRED PLANET, INC.

By: /s/  MICHAEL C. MULICA

Michael C. Mulica
Chief Executive Officer

Date: September 6, 2012

By: /s/ ANNE K. BRENNAN

Anne K. Brennan
Chief Financial Officer

Date: September 6, 2012

POWER OF ATTORNEY

Each person whose signature appears below constitutes and appoints Michael C. Mulica and Anne K. Brennan, jointly
and severally, his or her attorneys-in-fact and agents, each with the power of substitution, for him or her and in his or
her name, place or stead, in any and all capacities, to sign any and all amendments to this Annual Report on Form
10-K, and to file the same, with exhibits and other documents in connection therewith, with the Securities and
Exchange Commission, granting to each attorney-in-fact and agent, full power and authority to do and perform each
and every act and thing requisite and necessary to be done in and about the premises, as fully as he or she might or
could do in person, and ratifying and confirming all that the attorneys-in-fact and agents, or his or her substitute or

substitutes, may do or cause to be done by virtue hereof.

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the

following persons on behalf of the registrant and in the capacities and on the dates indicated.

Signature Title Date
/s/  MICHAEL C. MULICA Chief Executive Officer and Director September 6, 2012
Michael C. Mulica (Principal Executive Officer)
/s/ ANNE K. BRENNAN Chief Financial Officer (Principal September 6, 2012
Anne K. Brennan Financial and Accounting Officer)
/s/ PETER A. FELD Chairman of the Board September 6, 2012

Peter A. Feld

/s/  GERALD D. HELD Director September 6, 2012
Gerald D. Held

/s!__BRIAN M. BEATTIE Director September 6, 2012

Brian M. Beattie
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/s/ ROBIN A. ABRAMS

Robin A. Abrams

/s/  DAvID C. NAGEL

David C. Nagel

/s/ HENRY R. NOTHHAFT

Henry R. Nothhaft

Title

Director

Director

Director
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Stockholders
Unwired Planet, Inc.:

We have audited the accompanying consolidated balance sheets of Unwired Planet, Inc. and subsidiaries as of June 30,
2012 and 2011, and the related consolidated statements of operations, stockholders’ equity and comprehensive income
(loss), and cash flows for each of the years in the three-year period ended June 30, 2012. We also have audited
Unwired Planet, Inc.’s internal control over financial reporting as of June 30, 2012, based on criteria established in
Internal Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway
Commission (COSO). Unwired Planet, Inc.’s management is responsible for these consolidated financial statements,
for maintaining effective internal control over financial reporting, and for its assessment of the effectiveness of internal
control over financial reporting, included in the accompanying Management’s Annual Report on Internal Control over
Financial Reporting appearing under item 9A. Our responsibility is to express an opinion on these consolidated

financial statements and an opinion on the Company’s internal control over financial reporting based on our audits.

We conducted our andits in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audits to obtain reasonable assurance about
whether the financial statements are free of material misstatement and whether effective internal control over financial
reporting was maintained in all material respects. Our audits of the consolidated financial statements included
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the
accounting principles used and significant estimates made by management, and evaluating the overall financial
statement presentation. Our audit of internal control over financial reporting included obtaining an understanding of
internal control over financial reporting, assessing the risk that a material weakness exists, and testing and evaluating
the design and operating effectiveness of internal control based on the assessed risk. Our audits also included
performing such other procedures as we considered necessary in the circumstances. We believe that our audits provide

a reasonable basis for our opinions.

A company's internal control over financial reporting is a process designed to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of financial statements for external purposes in accordance
with generally accepted accounting principles. A company’s internal control over financial reporting includes those
policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly
reflect the transactions and dispositions of the assets of the company; (2) provide reasonable assurance that transactions
are recorded as necessary to permit preparation of financial statements in accordance with generally accepted
accounting principles, and that receipts and expenditures of the company are being made only in accordance with
authorizations of management and directors of the company; and (3) provide reasonable assurance regarding
prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that could have

a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements.
Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may

deteriorate.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the

financial position of Unwired Planet, Inc. and subsidiaries as of June 30, 2012 and 2011, and the resuls of their
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operations and their cash flows for each of the years in the three-year period ended June 30, 2012, in conformity with
U.S. generally accepted accounting principles. Also in our opinion, Unwired Planet, Inc. maintained, in all material
respects, effective internal control over financial reporting as of June 30, 2012, based on criteria established in Internal

Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission.
/sl KPMG LLP

Santa Clara, California
September 6, 2012
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UNWIRED PLANET, INC.

CONSOLIDATED BALANCE SHEETS
(In thousands, except per share amounts)

June 30,
2012 2011
ASSETS
Current assets:
Cashand cashequivalents . ....... ... .. .. ... ... .. .. .. . i $ 39,709 $ 47,266
ShOrt-term INVESTMENTS . . . .. .o\ttt ittt ettt et et i 43 860 33,947
Prepaid and other currentassets ............. .. ... ... ... il 3,960 2,687
Current assets of discontinued operations . ............c..c.viuiinienao. .. — 35,414
Total CULTENT @SSELS . . . o o\t ettt et e e e e e 87,529 119,314
Property and eqUIPMENt, NEE . . ..ottt vttt et e e et e 452 1,475
Long-term INVESTMENTS . . . .. .ottt ittt it e 9,423 15,630
Deposits and otherassets . ........... .. .. . i 89 114
Noncurrent assets of discontinued Operations .. .................oovunenen.n .. — 11,284
TOtal @SSEES © o o vttt e e $ 97,493 §$ 147,817
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Accounts payable ... ... $ 6,088 $ 2,271
Accrued liabilities .. ... ... ... 8,119 5,265
Accrued settlement related to discontinued operation sold in 2008 ............ — 12,000
Accrued FESLIUCLUTING COSLS . . .o o vttt ittt e s 12,871 13,660
Current liabilities of discontinued operations .................. ... ...... — 48,376
Total current liabilities . ... ... ... ... . . . 27,078 81,572
Accrued restructuring costs, net of Curtent portion ... ..., 827 12,515
Long-term taxes payableandother ........ .. ... ... ... .. .. .. .. . 959 1,415
Noncurrent liabilities of discontinued operations . ............ ... .. ... oo, —_ 9,370
Total liabilities ... ... ... ... ... 28,864 104,872
Commitments and contingencies (see Note 9)
Stockholders’ equity:
Preferred stock, $0.001 par value; 5,000 shares authorized and zeto outstanding . . — —
Common stock, $0.001 par value; 1,000,000 shares authorized; 89,595 and 85,640
issued and outstanding, respectively . ....... ... . .. . o e 89 85
Additional paid-incapital .. ... ... L 3,202,080 3,191,775
Accumulated other comprehensive loss . .. ... ... .. .. L (784) (1,592)
Accumulated deficit . ... . oo (3,132,756) (3,147,323)
Total stockholders’ equity . . . ... oottt 68,629 42,945
Total liabilities and stockholders’ equity . .. .............. ... .. ... ... $ 97,493 $ 147,817

See accompanying notes to consolidated financial statements.
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UNWIRED PLANET, INC.

CONSOLIDATED STATEMENTS OF OPERATIONS
(In thousands, except per share data)

Fiscal Year ended June 30,

2012 2011 2010
Revenues:
PaENES © o oo ot e e $ 15,050 $ 4,019 $ —
TOtal FEVEMUES .« o v v oottt ettt e e 15,050 4019 —
Operating costs and expenses:
Sales and marketing €XpPense . .. . ... i it 614 — —
Patent initiative EXPEMISE . . . ..ot vttt e 13,089 3,398 273
General and adminiStrative . ... ... oo vttt e e 7,651 5,732 7,079
Restructuring and other Costs . ... .....viriiiinrn e 2,666 2,226 4,549
Total Operating eXpenses . ...........oeouvnananononeenn 24,020 11,356 11,901
Operating loss from continuing operations ... .......... ...t (8,970) (7,337) (11,901)
TOEEIESE INCOME « « « v o v e e e e e e e et e et e e e et e e et 327 565 805
INCEIEST EXPENSE .« o v v v et ettt et ettt et e (434) (466) (590)
Other eXPense, NET . .. ..ottt tttuent it (362) (752) (243)
Loss from continuing Operations . . ... ..........ouueeeeeunaneeennnn. (9,439) (7,990) (11,929)
TNCOMIE TAXES .« - o v ot e v e e e e e e e et e e it et e et e e e s (1,289) 115 —
Net loss from continuing OPerations . . .. .. ...ovvu e et et enanneeensn (8,150) (8,105) (11,929
Discontinued operations:
Net income (loss) from discontinued operations, netof tax ............... 27,577) (17,379 1,556
Gain (loss) on sale of discontinued operations, netof tax . ................ 50,294 (9,764) 4,516
Gain (loss) from discontinued operations . ....................... 22,717  (27,143) 6,072
Net inC0me (I0SS) - . v ottt et e e e e e $ 14567 $(35,248) $ (5,857)
Basic and diluted net income (loss) per share from:
CoNtinuing OPEIATIONS .« . ..ot vt v vt ettt e ettt eas $ (0.09) $ (0.10) $ (0.14)
Discontinued OPErations . . . ... ......ouuntvraeeune e eene $ 026 $ (032) $ 0.07
Nt LOSS .« o vt e e e e e e e e s $ 017 $ (042 $ (0.07)
Shares used in computing:
Basic and diluted net income (loss) per share ......................... 86,354 84,577 83,500
Supplemental disclosures:
Total other-than-temporary iMmpairments ... ........veerrnneeennnnnens $ — $ (1,071) $ (2,026)
Portion of other-than-temporary impairments included in other comprehensive
LSS o e e e e e e e e — — 360
Net other-than-temporary impaitments ... ........c...ooeineeeneeeneennn — (1,071)  (1,666)
Other INVESTMENT GAINS . . .o\ vt ve et et tin et ia e — 163 (606)
Total net investment losses in Other expense, Net . ... .. .. vvvir v aenennon. $ — % (908) $ (2,272)

See accompanying notes to consolidated financial statements.
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UNWIRED PLANET, INC.

CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY AND COMPREHENSIVE LOSS

Balances as of June 30,2011 ...........
Issuance of common stock related to stock
OPLiON €XerciSes . ... ...............
Issuance of common stock related to
ESPP .. ...
Restricted stock grants, net . ...........
Repurchases of restricted stock from
employees ........... ... ... ......
Stock-based compensation .............
Comprehensive income:
Netincome ....................
Foreign currency translation
adjustment ..................
Unrealized gain on available-for-sale
SECUrities . ...................

Total comprehensive income . ......

Balances as of June 30,2012 ...........

Fiscal Year ended June 30, 2012
(In thousands)

Accumulated other

Common stock  agditional paid-in ~ comprehensive  Accumulated  Total stockholders’

Comprehensive

Shares Amount Capital loss deficit equity gain (loss)
85,640 $85 $3,191,775 $(1,592) $(3,147,323) $42,945
3,958 4 2,396 — — 2,400
85 — 118 — — 118
178 — — — — —
(266) — (614) — — (614)
— — 8,405 — —_ 8,405
— — — — 14,567 14,567 $14,567
— — — 771 — 771 771
— — — 37 — 37 37
— i — $15,375
89,595 @ $3,202,080 $ (784) $(3,132,756) $68,629

See accompanying notes to consolidated financial statements.
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UNWIRED PLANET, INC.
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY AND COMPREHENSIVE LOSS—(CONTINUED)

Fiscal Year ended June 30, 2011
(In thousands)

Accumulated other

Common stock Additional paid-in comprehensive Accumulated Total stockholders’ Comprehensive

‘Shares Amount Capital loss deficit equity gain (loss)
Balances as of June 30,2010 ........... 84,210 $84 $3,187,265 $(2,515) $(3,112,075) $ 72,759
Issuance of common stock related to stock
OPLiOn €XEerciSes ... .........oooern.. 1,111 1 1,627 — — 1,628
Issuance of common stock related to
ESPP ... 230 — 400 — — 400
Restricted stock grants, net ............ 108 — — — — —
Repurchases of restricted stock from
employees ........ ... ... ... ... (19) — — — — —
Stock-based compensation ............. — — 2,483 — — 2,483
Comprehensive loss:
Netloss .. ovvevnneennnan.. —_ — — — (35,248) (35,248) $(35,248)
Unrealized gain on available-for-sale
SECULIIES . . oo vvviieneieeennn — —_ — 923 — 923 923
Total comprehensive loss .......... $(34,325)
Balances as of June 30,2011 ........... 85,640 $85 $3,191,775 $(1,592) $(3,147,323) $ 42,945

See accompanying notes to consolidated financial statements.
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CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY AND COMPREHENSIVE LOSS—(CONTINUED)

Balances as of June 30,2009 ...........
Issuance of common stock related to stock
OPLION EXEICISES . . v v vvv v vne oo ennn
Issuance of common stock related to
ESPP ... ... i
Restricted stock granes ... .. .. ... ...
Stock-based compensation .............
Comprehensive loss:
Netloss .......................
Unrealized gain on available-for-sale
SECUrities ... ... ..uuiii. ..

Total comprehensive loss ..........

Balances as of June 30,2010 ...........

Common stock

UNWIRED PLANET, INC.

Fiscal Year ended June 30, 2010
(In thousands)

Accumulated other

Additional paid-in comprehensive Accumulated Total stockholders’ Comprehensive

Shares Amount Capital loss deficit equity gain (loss)
83,454  $83 $3,184,263 $(5,432) $(3,106,218) $72,696
405 1 609 — — 610
243 — 379 — — 379
108 — — — —_ —
— — 2,014 — — 2,014

— — — — (5,857) (5,857) $(5,857)

— — — 2,917 — 2,917 2,917

S $2.940)

84,210  $84 $3,187,265 $(2,515) $(3,112,075) $72,759

See accompanying notes to consolidated financial statements.




UNWIRED PLANET, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)

Fiscal Year ended June 30,

2012 2011 2010
Cash flows from operating activities:
Net income (L0SS) . . . . o vttt e e et e e e e e e $ 14567 $(35,248) $ (5,857)
Gain on sale of discontinued OPerations . . ..............uiiuiiiniinnainia (50,294) (2,236) 4,516)
Adjustments to reconcile net loss to net cash provided by (used for) operating activities:
Depreciation and amortization of intangibles . . .. ... ... ... ... ..o oo il 4,011 6,896 7,110
Stock-based compensation . .......... ... i 8,405 2,483 2,014
Noncash restructuring chargesandother ....... ... ... ... ... .. ... . ... ... 691 1,109 1,439
Net noncash tax benefits . . ..ot vttt i et ettt et e (1,289 (3,411) —
Accelerated depreciation on restructured property and equipment ... ................ — — 242
(Gain)/loss on disposal of property and equipment ... ...... ... il 276 86 1,005
Amortization/(accretion) of premiums/discounts on investments .. .................. 1,037 1,261 899
Realized losses and impairments of non-marketable securities,net . . ................. — 921 2,272
Recovery of (provision for) doubtful accounts . . . ........ ... . i i 447 (351) (69)
Changes in operating assets and liabilities, net of effect of acquired or disposed assets and
liabilities:
Accounts receivable .. ... . e e (4,308) 9,369 16
Prepaid assets, deposits, and Other assets . ..............oeeueienneieeeenonn 6,805 6,068 6,365
Accounts payable . ... ... e 104 2,750 (1,007)
Accrued liabilities . .. .. oot e e (3,715) 11,174 (4,858)
Accrued FeSTIUCTULING COSES « « . v vt v ettt e et eaea et iin e (13,160) (13,882) (10,961)
Deferred TeVENUE . . . ..o vvi ittt et e et e (7,205) (8,474) (3,318)
Net cash provided by (used for) operating activities . ....................... (43,628) (21,485) (9,224)
Cash flows from investing activities:
Purchases of property and equipmment . ...........c..iiitiiiiii e (523) (4,045) (3,159)
Restricted cash and investments ... ..........vtiiitnnnetnt et — 357 418
Settlement related to discontinued operationsold in2008 ... ...................... (12,000) — —_
Proceeds from sale of discontinued operations, net . . ......... ... ... ., 51,399 2,236 4516
Purchases of short-term INVESEMENTS . . oottt i it i e et evneeceiaeeeeaennnans (35,872) (46,241) (49,351)
Proceeds from sales and maturities of short-term investments . ..................... 37,471 65,420 32,139
Purchases of long-term investments . . .. .........iiiii i i (8,516) (18,055) (14,429)
Proceeds from sales and maturities of long-term investments . ...................... 2,208 6,116 7,692
Net cash provided by (used for) investing activities ........................ 34,167 5,788  (22,174)
Cash flows from financing activities:
Feeon line of credit . . ... ovi i e e e e e e —_ — (200)
Proceeds from issuance of common Stock .. ...ttt e 1,786 1,628 609
Employee stock purchase plan .......... i 118 400 379
Net cash provided by (used for) financing activities ........................ 1,904 2,028 788
Net decrease in cash and cash equivalents ...............cooiiiiiiiiiiiiiiiiiinnnnn. (7,557) (13,669) (30,610)
Cash and cash equivalents at beginningof year ............. ... ... . .. i, 47,266 60,935 91,545
Cash and cash equivalentsatend of year ............ ... .. ... i $ 39,709 $47,266 $ 60,935
Cash paid for iNCOME TAXES . . . . .« ottt ettt et i $ 660 $ 722 $ 1,860
Cash paid fOor iNtEreSt . . . ..o vttt ettt e $ 434 $ 466 $ 506
Non-cash investing and financing activities:
Transfers among short-term and long-term investments . .............. .. ......... $12465 $ 8984 $11,266

See accompanying notes to consolidated financial statements.
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UNWIRED PLANET, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2012, 2011 and 2010

(1) Organization

Unwired Planet, Inc. (the “Company”), was incorporated in Delaware in 1994 and established many of the
foundational patents that allow mobile devices to connect to the Internet. Over the years, the Company has amassed a
patent portfolio of approximately 200 issued United States and foreign patents and approximately 75 pending
applications, some of which the Company believe are foundational in allowing mobile devices to connect to the

Internet.

(2) significant Accounting Policies

(a) Basis of Presentation and Principles of Consolidation

The accompanying consolidated financial statements include the accounts of the Company and its wholly-owned

subsidiaries. All intercompany accounts and transactions have been eliminated in consolidation.

The Company announced the sale of the location product line on February 1, 2012 to Persistent Systems. On

April 16, 2012, the Company announced the disposition of the mediation and messaging product lines, which were
the Company’s remaining product-related businesses. The Company accounted for the sale of the location, mediation
and messaging product lines as a discontinued operation. Accordingly, the consolidated financial statements have been
revised for all periods presented to reflect both the location and the mediation and messaging businesses as
discontinued operations. On April 30, 2012, the Company completed the sale of the mediation and messaging
businesses to Openwave Mobility, Inc. (formerly, OM 1, Inc.) (“Openwave Mobility”), a portfolio company of Marlin
Equity Partners.

(b) Classification Among Continuing and Discontinued Operations

Due to the sale of the Company’s remaining product businesses in 2012, the Company has presented financial results
for the product businesses in discontinued operations. As the majority of costs related to employees and operations in
the past related to product operations, the Company identified costs it considered to be related to the ongoing
intellectual property business for presentation in continuing operations. Costs the Company identified as relating to
continuing operations include costs related to all personnel dedicated to its patent initiatives, including excernal legal
fees and support personnel. Additionally, certain general and administrative costs were included, which are equivalent
to the resources the Company expects to have on an ongoing basis after its transition to an intellectual property
business. This includes the Company’s CEO and CFO, as well as accounting, information systems, and support
personnel. All compensation, benefits, stock-based compensation and restructuring costs, if any, associated with these
positions were included in ongoing operations. Additionally, the Company included costs related to being a public
company, such as external audit costs, costs associated with the Sarbanes-Oxley Act, board of directors fees, SEC
filings and NASDAQ fees. Facilities and information technology costs were allocated based upon the percentage of
headcount of the employees assumed to be working primarily for the intellectual property business. Restructuring
costs related to facilities remained in continuing operations, as we have retained the related liabilities. All octher
historical costs were classified as discontinued operations as they were considered necessary to support the product

businesses.

Unless noted otherwise, discussions in the Notes to Consolidated Financial Statements pertain to continuing

operations.



(c) Use of Estimates and Business Risks

The preparation of consolidated financial statements in conformity with the accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the consolidated
financial statements and the reported amounts of revenues and expenses during the reporting period. Actual results

could differ from those estimates.

On January 12, 2012, the Company announced its pursuit of strategic alternatives for its product operations. On
February 1, 2012, the Company announced the sale of its location product operations for a purchase price of $6.0
million. On April 16, 2012, the Company announced the disposition of the mediation and messaging businesses. The
sale of these businesses was designed to allow the Company to focus on realizing the value of its intellectual property,
which is likely to require significant legal expense in pursuing payments for the licensing of the Company’s patents.
For example, on August 31, 2011, the Company announced it filed complaints against Apple Inc. and Research In
Motion Limited in order to protect its intellectual property on how mobile devices connect to the Internet. This
litigation is ongoing. During the first quarter of fiscal 2012, we entered into a license agreement with Microsoft
whereby we licensed rights to all of our patents for a fee of $15.0 million which was received during the second
quarter of fiscal 2012. Additionally, during the first quarter of fiscal 2011 we licensed a number of patents to a

competitor which generated $4.0 million in patent revenue for the period.

The Company curtently derives its ongoing patent royalty revenues from one licensee. The timing of future patent
licensing transactions, if any, can create significant variability in the timing and level of Company revenues and

profitability.

(d) Cash, Cash Equivalents and Short- and Long-Term Investments

Cash and cash equivalents are comprised of cash and highly liquid investments with remaining maturities of 90 days

or less at the date of purchase. Cash equivalents are comprised of short-term investments with an investment rating by
any two of the following: Moody’s of A-2 or higher, or by Standard & Poot’s of A1 or higher. The Company is exposed
to credit risk in the event of default by the financial institutions or the issuers of these investments to the extent of the

amounts recorded on the consolidated balance sheet are in excess of amounts that are insured by the FDIC.

The Company classifies its short and long-term investments in debt and marketable equity securities as
available-for-sale. Available-for-sale securities are carried at fair value with unrealized gains and losses recorded in
accumulated other comprehensive income (loss) until realized or a loss is considered to be other than temporary. The

Company uses the specific-identification method in determining cost in calculating realized gains and losses.

(e) Property and Equipment

Property and equipment are recorded at cost less accumulated depreciation and amortization. Depreciation is
calculated using the straight-line method over the estimated useful lives of the respective assets, generally three to five
years. Leasehold improvements are amortized over the shorter of the estimated useful lives of the assets or the lease

term.

(f) Revenue Recognition

The Company recognizes revenue from the licensing of the Company’s intellectual property when the following

fundamental criteria are met: (i) persuasive evidence of an arrangement exists, (ii) delivery has occurred, (iii) the sales
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price is fixed or determinable, and (iv) collection of resulting receivables is reasonably assured. To date, our patent
license agreements have provided for the grant of perpetual licenses, covenants-not-to-sue, and releases from any
pending litigation, upon execution of the agreement. To date, revenue from upfront payments from licensees for the
licensing of the Company’s patents has been recognized when the arrangement is mutually signed, since there has
been no delivery or future performance obligation and the other three criteria are met upon signing the arrangement.
When patent licensing arrangements include royalties for future sales of the licensee’s products using our licensed
patented technology, revenue is recognized when the royalty report is received from the licensee, at which time the

fixed and determinable criteria is met.

(g) Advertising Expense

Adpvertising and promotion costs are charged to expense as incurred. Advertising costs totaled $0.2 million for fiscal
2012. There were no advertising costs related to the continuing operations recognized in fiscal 2011 and 2010. The

Company records advertising expense in sales and marketing in the consolidated statements of operations.

(h) Stock-based Compensation
The Company recognizes expense for the fair value of its stock-based compensation awards.
The following table illustrates stock-based compensation recognized in the consolidated statements of operations by
category of award (in thousands):

Fiscal Year ended June 30,

2012 2011 2010

Stock-based compensation related to:

Grants of nonvested stock . ...... ... L $1,031 $ 183 $ 224
Stock options granted to employees and directors ... ....... . ... ... 801 219 191
Discontinued Operations ... ............iiit i 6,573 2,081 1,599
Stock-based compensation recognized in the statements of operations . .............. $8,405 $2,483 $2,014

During fiscal 2012, the Company accelerated the vesting of 168,000 shares of stock and extended the exercise period
of 148,000 shares of stock held by two former directors of the Company. Additionally, the Company accelerated the
vesting of approximately 257,813 shares of stock and extended the exercise period of approximately 1.2 million shares
of stock held by several key employees who departed the Company. As a result of these modifications, the Company
recorded approximately $0.8 million in stock-based compensation expense, which represents the incremental value of
the modified awards. Additionally, during the third quarter of fiscal 2012, the Company granted approximately

2.2 million shares of restricted stock units to key employees. The vesting of the restricted stock units accelerated
during the fourth quarter of fiscal 2012 upon the closing of the sale of the mediation and messaging product
businesses, and resulted in $4.2 million in stock-based compensation expense being recorded during fiscal 2012. Of
this $4.2 million, $3.2 million was recorded in discontinued operations in fiscal 2012.

During fiscal 2012, 2011 and 2010, tax benefits related to stock option expense were immaterial.

The Company amortizes stock-based compensation for awards granted on a straight-line basis over the requisite

service (vesting) period for the entire award.

(i) Foreign Currency Translation and Derivative Financial Instruments

The functional currency of the Company’s foreign subsidiaries is the United States Dollar (“USD”).
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Current assets and current liabilities recorded in foreign subsidiaries are translated into USD at year-end exchange
rates and revenues and expenses are translated at average exchange rates during the year. The effects of foreign
currency translation adjustments for subsidiaries ate included in other expense, net in the consolidated statements of
operations. All transactional gains or losses on foreign currency transactions are recognized in other expense, net in the

consolidated statements of operations.

The Company has operated internationally and is exposed to potentially adverse movements in foreign currency rate
changes. With the disposition of the Company’s product businesses as of April 30, 2012, the Company expects to
have a significantly reduced exposure to foreign currency rate changes. Prior to April 30, 2012, the Company had
entered into foreign exchange derivative instruments to reduce its exposure to foreign currency rate changes on
receivables, payables and intercompany balances denominated in a nonfunctional currency. The objective of these
contracts is to neutralize the impact of foreign currency exchange rate movements on the Company’s operating results.
The Company manages its foreign currency exchange rate risk by entering into contracts to sell or buy foreign
currency to reduce its exposure to currency fluctuations involving anticipated and current foreign currency exposures.
Forward contracts require the Company to exchange currencies at rates agreed upon at the inception of the contracts.
Option contracts give the Company the right to buy or sell, but not an obligation to buy or sell, on rates agreed upon
at inception of the contracts. These contracts reduce the exposure to fluctuations in exchange rate movements because
the gains and losses associated with foreign currency balances and transactions are generally offset with the gains and
losses of the foreign exchange forward and option contracts. The Company does not designate its foreign exchange
forward and option contracts as accounting hedges as defined by accounting guidance for derivatives and hedging,
accordingly, changes in fair value of these contracts are recorded in continuing operations. Net foreign exchange gains
(losses) included in other expense, net in the accompanying consolidated statements of operations totaled $(0.4)
million, $0.1 million and $(44,000) for fiscal 2012, 2011 and 2010, respectively. As of June 30, 2012, the Company

had no outstanding forward contracts.

As of June 30, 2011, the Company had the following outstanding forward contracts (notional amounts in thousands):

Foreign
Notional Currency Date of
Currency Amount per USD Maturity
AU L 1,600 1.05 7/129/2011
CAD L e 2,100 1.01 7/129/2011
BUR . 1,250 0.69  7/29/2011
TP Y e e e 200,000  80.93 7/129/2011

As of June 30, 2011, the nominal value multiplied by the USD exchange rate of these forward contracts was $8.2

million. The Company’s mark-to-market net unrealized gain on these contracts as of June 30, 2011 was $0.1 million.

() Income Taxes

Income taxes are accounted for under the asset and liability method. Deferred tax assets and liabilities are recognized
for the future tax consequences attributable to differences becween the financial statement carrying amount of existing
assets and liabilities and their respective tax basis and operating loss and tax credit carry-forwards. Deferred tax assets
and liabilities are measured using enacted tax rates expected to apply to taxable income in the years in which those
temporary differences are expected to be recovered or settled. The effect on deferred tax assets and liabilities of a
change in tax rates is recognized in income in the period that includes the enactment date. Valuation allowances are

established when necessary in order to reduce deferred tax assets to the amounts expected to be recovered.
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(k) Comprehensive Loss

Comprehensive loss includes net loss, unrealized gains (losses) on available for sale securities, and foreign currency
translation adjustments for subsidiaries whose functional currency is not the USD. Tax effects of comprehensive loss
have not been material. The Company reports the components of comprehensive loss on its consolidated statements of
stockholders’ equity and comprehensive (loss) income. The balance of accumulated foreign currency translation
adjustments at June 30, 2011 was $(0.8) million. Upon the sale of the product businesses in April 2012, the balance
of accumulated foreign currency translation adjustment was eliminated. The amount of accumulated unrealized loss

on available-for-sale securities at June 30, 2012 and 2011 was $0.8 million and $0.8 million, respectively.

The following table sets forth the components of accumulated other comprehensive loss for fiscal 2012, 2011 and
2010 (in thousands):

Unrealized Gain
(Loss) on:

Available Foreign
for Sale Currency
Securities Translation Total

Balance at June 30,2009 . . ...t (4,661) 771) (5,432)
Net change in fair value recorded in accumulated OCI ..................... 2,026 — 2,026
Net realized losses reclassified to earnings .......... ... .. 891 — 891
Balance at June 30,2010 .. .. ...t (1,744) (771) (2,515)
Net change in fair value recorded in accumulated OCI ..................... 16 — 16
Net realized losses reclassified toearnings .. ........ ... ... . i 907 — 907
Balance at June 30,2011 .. .. ... (821) (771) (1,592)
Net change in fair value recorded in accumulated OCI ..................... 37 — 37
Net realized losses reclassified toearnings ................. ... ... ... ... — — —
Impact of sale of discontinued operations . .. .......... ... ... . — 771 771
Balance at June 30,2012 .. ... ... e $ (784) $ — $ (784)

The components of accumulated other comprehensive loss were as follows as of the dates noted (in thousands):

June 30, June 30,

2012 2011

Net unrealized gains (losses) on marketable securities:

Unrealized gain (loss) on marketable securities not other-than-temporarily impaired .......... $ay ¢ 18
Unrealized loss on marketable securities other-than-tempotarily impaired . ................. (801) (855)
Net unrealized loss on marketable securities .. ...... ... ... .. .. i i (812) (837)
Interest on marketable securities . .......... .. ... . 28 16
Cumulative translation adjustments .. ... ... i — 771)
Total Accumulated other comprehensive loss .. ......... . i $(784) $(1,592)

(/) Financial Instruments and Concentration of Risk

The carrying value of financial instruments, including cash and cash equivalents, short-term investments and accounts
payable, approximates fair value due to the short-term nature of these financial instruments. Financial instruments
that subject the Company to concentrations of credit risk consist primarily of cash and cash equivalents and

marketable investments.
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Cash and cash equivalents and short and long term investments are held with large and established financial
institutions.

The Company currently derives its ongoing patent royalty revenues from one licensee. The timing of future patent

licensing transactions, if any, can create significant variability in the timing and level of Company revenues and
profitability.

(m) Net Income (Loss) Per Share

Basic net income (loss) per share has been computed using the weighted average number of shares of common stock
outstanding during the period, less shares subject to repurchase. The following table presents the calculation of basic

and diluted net income (loss) per share (in thousands, except per share amounts):

Fiscal Year ended June 30,
2012 2011 2010

Net income (loss):

Net loss from continuing OPerations .. .............c..covuuuuenenrnnn. $(8,150) $ (8,105) $(11,929)
Net income (loss) from discontinued operations, net of tax ............... 22,717  (27,143) 6,072

Net income (10SS) . . . oottt et e e $14,567 $(35,248) $ (5,857)
Weighted average shares:
Weighted average shares of common stock outstanding .. ... ............. 86,567 84,781 83,712

Weighted average shares of restricted stock subject to repurchase .......... (213) (204) (212)

Weighted average shares used in computing basic net income (loss) per

COMMON ShAE . ..ttt et e 86,354 84,577 83,500
Dilutive effect of restricted stock subject to repurchase

Dilutive effect of employee stock options

Weighted average shares used in computing diluted net income (loss) per
share .. . 86,354 84,577 83,500

Net income (loss) per share:
Basic and diluted:

Net loss from continuing Operations . .............c.covuvuenenene... $ (0.09 $ (0100 $ (0.19
Net income (loss) from discontinued operations .. ...................... $ 026 $ (032 $ 0.07
N 0SS o v vttt e e $ 017 $§ (042 $ (0.07)

The following table sets forth potential shares of common stock that are not included in the diluted net income (loss)

per share calculation because to do so would be antidilutive for the periods indicated below (in thousands):

Fiscal Year ended June 30,
2012 2011 2010

Weighted average effect of potential common stock:

Unvested common stock subject to repurchase . ........................ 213 204 212
Options that would have been included in the computation of dilutive shares

outstanding had the Company reported net income from continuing

operations, prior to applying the treasury method ............. ... ... 2,876 3,636 5,000
Options that were excluded from the computation of dilutive shares

outstanding because the total assumed proceeds exceeded the average

market value of the Company’s common stock during the fiscal year ...... 7,730 7,018 3,846
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(3) Discontinued Operations

a) Product Business

On January 12, 2012, the Company announced its pursuit of strategic alternatives for its product operations. On
February 1, 2012, the Company sold its non-core business, Location, to a subsidiary of Persistent Systems Ltd
(“Persistent Systems”) for $6.0 million in cash, with $0.6 million of that amount being placed in an escrow account
for a period of one year, to secure indemnification claims made by Persistent Systems, if any. The Company recorded a
pre-tax gain on sale of discontinued operations of approximately $5.2 million, excluding the $0.6 million in escrow,

within discontinued operations in the third quarter of fiscal 2012.

On April 16, 2012, the Company announced an agreement had been reached to sell its mediation and messaging
businesses. On April 30, 2012, the Company completed the sale of the mediation and messaging businesses to
Openwave Mobility, a portfolio company of Marlin Equity Partners. These sales complete the divestiture of Unwired
Planet’s product business. As such, the historical results of the product business will be reclassified and presented as
discontinued operations in future financial statement filings. Openwave Mobility paid $49.6 million in cash, subject
to certain working capital adjustments thereto as provided in the Asset Purchase and Sale Agreement, upon the
closing of the transaction. As of June 30, 2012, the Company has estimated and recorded a liability related to working
capital adjustments of $1.3 million. The purchase price is subject to an additional potential liability up to $1.3
million, regarding working capital adjustments, which are currently in dispute with the buyer. Additional purchase

price adjustments, if any, will be reflected as gain/(loss) on sale of discontinued operation in the period determined.

The Company and Openwave Mobility also entered into a transition services agreement (“TSA”) under which the
Company will provide accounting and other services to Openwave Mobility for a period not to exceed six months.
Openwave Mobility is paying a flat fee for these services per month. Any costs of providing these services that are

incremental to the flat fee will be reflected in discontinued operations on the statement of operations in future periods.

Upon these sales of the location, mediation and messaging businesses, the product businesses’ financial results have
been classified as a discontinued operation in our consolidated financial statements for all periods presented. The net
assets associated with the remaining product businesses were classified as “held-for-sale” from March 31, 2012 until
their disposition on April 30, 2012.

The financial results of the product business included in discontinued operations were as follows (in thousands):

Fiscal Year ended June 30,

2012 2011 2010
Revenue of discontinued operations ... .............. o, $105,009 $151,527 $183,304
Loss from discontinued OPerations . ... .............couuoiinaannernonns (22,069)  (15,569) 4,520
Income tax (benefit) €XPense . ... .........ouuniiint i 5,508 1,810 2,964
Net loss from discontinued operations, net of taxes ....................... $(27,577) $(17,379) $ 1,556




The following table presents the carrying amounts of major classes of assets and liabilities relating to the discontinued
operation at June 30, 2012 and June 30, 2011 (in thousands):

June 30, 2011
Assets:
Accounts receivable, NEt . ... oo i e $22,293
Prepaid and other curfent assers . .............cuoennoiuniiin i 13,121
Total current assets of discontinued Operations . . ...........ooeueennenereeenn.n 35,414
Property and eqUIPMent, MEE . ... ...t ttttinenn e 5,205
Deposits and Other aSSELS . . .. ..\t v tit i eeens s s e 5,258
GoodWill .. 267
Intangible assets, MET ... ... ......uuutoonnunen ettt 554
Total non-current assets of discontinued operations . ..............c.oouiieion.. $11,284
Liabilities:
Accounts payable . ... ... e $ 4,743
Accrued Habilities . ..ot ottt e e e 14,545
Deferred FEVENUE . . o v oottt ittt e ettt e 29,088
Total current liabilities of discontinued operations ............. ... ..coiin.n. 48,376
Deferred revenue, net of CULFENE POLLION . . .« . v vttt v e in e eeneneenns 9,370
Total non-current liabilities of discontinued operations . ....................... $ 9,370

b) Client Operations

During fiscal 2008, the Company sold its Client operations to Purple Labs, a private company based in Chambéry,
France. The terms of the agreement include initial consideration of $20.0 million in cash received by the Company in

June 2008, and a note receivable of $5.8 million that was paid in July 2008.

Additionally, upon the sale in June 2008, $4.2 million was placed in escrow by Purple Labs, originally to be held
until September 30, 2009, to secure indemnification claims made by Purple Labs, if any. On September 23, 2009,
Myriad AG (formerly known as Purple Labs) (“Myriad”) made claims against the escrow in excess of $4.2 million and
therefore the funds were not released from escrow. On September 24, 2010, the parties agreed to release $2.0 million
from the escrow to Myriad and the remaining balance of $2.2 million, plus accrued interest, to the Company. This

amount was recognized as a gain on sale of discontinued operations in the first quarter of fiscal 2011.

On August 28, 2011, the Company entered into an agreement with Myriad (the “Agreement”) for the purposes of
settling all existing litigation between the Company and Myriad in connection with the Company’s sale of the client
business to Purple Labs in June 2008. The Agreement terminated specified sections of an intellectual property
licensing agreement which was entered into in connection with the sale of its client business that occurred in June
2008, clarified which patents were transferred with the sale of the client business and which remained the property of
the Company, contained a mutual covenant not to sue, and provided that the Company would pay to Myriad $12.0
million. The payment of $12.0 million occurred in September 2011, and was recorded as a loss on discontinued

operations in the fourth quarter of fiscal 2011.

The Client operations financial results have been classified as a discontinued operation in the Company’s condensed

consolidated statements of operations for each period presented.



The financial results of Client operations included in discontinued operations were as follows (in thousands):

Fiscal Year ended June 30,
2012 2011 2010

Revenue of discontinued Operation . .............uuviniinniinai ... — $ —  $—

Income from discontinued operation . ........... ... .. 00

(3,411)

Income tax benefit (EXPENnse) ... ..........iiiiinii e — —
Income from discontinued operation, net of taxes ... ...............ovuiuiiiin... — 3,411 —
Gain (loss) on sale of discontinued operation . .................... ... ... ....... — (9,764) —
Total income from discontinued operation ... ............. ... ... $— 86,353 $—

(4) Recent Accounting Pronouncements

Recently Adopted Accounting Pronouncements

Effective January 1, 2012, the Company adopted the following accounting guidance for fair value measurement on a

prospective basis:

Accounting Standards Update No. 2011-04, Fair Value Measurement (Topic 820), Amendments to Achieve Common Fair
Value Measurement and Disclosure Requirements in U.S. GAAP and IFRS (“Update 2011-04"). Update 2011-04 amends
the requirements related to fair value measurement, in particular changing the wording used to describe many
requirements in Generally Accepted Accounting Principles (“GAAP”) for measuring fair value and for disclosing
information about fair value measurements. The amendments also serve to clarify the FASB’s intent about the
application of existing fair value measurement requirements. The amended guidance is effective for interim and
annual periods beginning after December 15, 2011, and is applied prospectively. The Company adopted this guidance
beginning in the third quarter of fiscal 2012. The adoption of Update 2011-04 did not have a material impact on the

Company’s consolidated financial statements, results of operations or cashflows.

Recently Issued Accounting Pronouncements

Accounting Standards Update No. 2010-28, Intangibles—Goodwill and Other (Topic 350), When to Perform Step 2 of
the Goodwill Impairment Test for Reporting Units with Zero or Negative Carrying Amounts (“Update 2010-28"). Update
2010-28 amends the criteria for performing Step 2 of the goodwill impairment test for reporting units with zero or
negative carrying amounts and requires performing Step 2 if qualitative factors indicate that it is more likely than not
that a goodwill impairment exists. Update 2010-28 is effective for fiscal years beginning after December 15, 2011.
The adoption of this guidance is not expected to have a material impact on the Company’s consolidated financial

position, results of operations or cash flows.

Accounting Standards Update No. 2011-05, Comprehensive Income (Topic 220), Presentation of Comprebensive Income
(“Update 2011-05"). Update 2011-05 allows the option of presenting the total of comprehensive income, the
components of net income, and the components of other comprehensive income either in a single continuous
statement of comprehensive income or in two separate but consecutive statements. Additionally, Update 2011-05
requires companies to present on the face of the financial statements reclassification adjustments for items that are
reclassified from other comprehensive income to net income in the statement(s) where the components of net income
and the components of other comprehensive income are presented. In December 2011, Accounting Standards Update
No. 2011-12, Comprehensive Income (Topic 22) Deferral of the Effective Date for Amendments to the Presentation of
Reclassifications of 1tems Out of Comprebensive Income in Accounting Standards Update No. 2011-05, was issued. The
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amended guidance is effective for fiscal years, and interim periods within those years, beginning after December 15,
2011, and is applied retrospectively. Adoption of this guidance is not expected to have a material impact on the
Company’s consolidated financial statements.

Accounting Standards Update No. 2011-08, Intangibles—Goodwill and Other (Topic 350)—Testing Goodwill for
Impairment (“Update 2011-08"), allows entities to use a qualitative apptroach to test goodwill for impairment. Update
2011-08 permits an entity to first perform a qualitative assessment to determine whether it is more likely than not
that the fair value of a reporting unit is less than its carrying value. If it is concluded that this is the case, it is
necessary to perform the currently prescribed two-step goodwill impairment test. Otherwise, the two-step goodwill
impairment test is not required. Update 2011-08 is effective for annual and interim goodwill impairment tests
performed for fiscal years beginning after December 15, 2011, with early adoption permitted. Adoption of this

guidance is not expected to have a material impact on the Company’s consolidated financial statements.

(5) Geographic, Segment and Significant Customer Information

The Company’s Chief Executive Officer (“CEO”) is considered to be the Company’s chief operating decision maker.
The CEO reviews financial information presented on a consolidated basis for purposes of making operating decisions

and assessing financial performance.
The Company has organized its operations based on a single operating segment.

The Company’s long-lived assets residing in countries other than in the United States are insignificant and thus have

not been disclosed.

All of the Company’s revenues related to the ongoing intellectual property business have been from two licensees, as

shown in the following table (in thousands):

% of Total
Revenue Fiscal
Year Ended
June 30,

2012 2011 2010

Microsoft 100% — —
Mobixell NetWorKS . . v oottt e e e e e e —  100% —
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(6) Balance Sheet Components

(a) Cash, cash equivalents, and investments

The following tables summarize the Company’s cash, cash equivalents and investments (in thousands):

June 30, 2012
Amortized Unrealized Unrealized Estimated
cost gains losses fair value
Cash ... $ 721 $— $ — $ 721
MoneyMarket Funds ................................... 37,488 — — 37,488
Certificate of Deposit . ... ... i 2,220 — — 2,220
Commercial Paper .. ... ... ... ... .. 7,844 — — 7,844
U.S. Government AENCies . ............coeeienennenenn.n. 6,064 7 (1) 6,070
Auction Rate Securities ............. .. 3,038 —_ (801) 2,237
Corporate Bonds . ......... ... .. ... .. 36,429 10 Q7N 36,412
$93,804 $17 $(829)  $92,992
Included in cash and cash equivalents . ..................... $39,709 $— $ — $39,709
Included in short-term investments .. ...................... 43,863 17 (20) 43,860
Included in long-term investments ........................ 10,232 — (809) 9,423
$93,804 w $(829) $92,992
June 30, 2011
Amortized Unrealized Unrealized Estimated
cost gains losses fair value
Cash ... e $ 8,050 $— $ — $ 8,050
Money Market Funds .. .............. ... ... .. ... ........ 39,216 — — 39,216
Certificate of DEPOSIE . . . ..o ov i it 480 — — 480
Commercial Paper . ..., 10,691 — — 10,691
U.S. Government AgENCIES . .. ... .vvrv vttt aneanneann. 5,911 18 2) 5,927
Auction Rate Securities . ............ ... ... ... .. ... 5,237 — (855) 4,382
Corporate Bonds . ....... ... .. ... . 28,095 L/i (12) 28,097
$97,680 $32 $(869)  $96,843
Included in cash and cash equivalents . ..................... $47,266 $— $§ — $47,266
Included in short-term investments . ....................... 33,952 7 (12) 33,947
Included in long-term investments ........................ 16,462 25 (857) 15,630
$97,680 $32 $(869)  $96,843
(b) Property and equipment, net
Property and equipment consisted of the following (in thousands):
June 30,
2012 2011
Computer equipment and SOfEWAE . ... ..ottt $ 18,863 $ 45,109
Furniture and equipment . ........... .. ... ... 64 298
Leasehold improvements . .. ... ... . 2,038 2,038
20,965 47,445
Less: accumulated depreciation ......... ... ... ... i (20,513)  (45,970)
$ 452 $ 1,475
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Depreciation expense, including depreciation from discontinued operations, was $3.5 million, $5.2 million and $5.4
million for fiscal 2012, 2011 and 2010, respectively.

(c) Accrued Liabilities

Accrued liabilities consisted of the following (in thousands):

June 30

2012 2011
Accrued employee COMPENSALION . . .. vttt ittt ittt $1,145 $1,281
Income taxes payable . ... ... ... ... it e 1,043 876
Accrued professional fees . ... ... .. e 4,131 1,315
Escheat liabilities ... .. ...ttt e 439 454
Withholding taxes payable .. ... . ... ... i e 198 266
Other accrued Liabilities . . .. ...ttt e e s 1,163 1,073

$8,119  $5,265

(7) Financial Instruments

Cash and cash equivalents

Cash and cash equivalents are comprised of cash and highly liquid investments with remaining maturities of 90 days
or less at the date of purchase. Cash equivalents are comprised of short-term investments with an investment rating of
any two of the following: Moody’s of A-2 or higher, or by Standard & Poor’s of Al or higher at the time of purchase.
The Company is exposed to credit risk in the event of default by the financial institutions or the issuers of these
investments to the extent the amounts recorded on the balance sheet are in excess of amounts that are insured by the
FDIC.

Investments

The Company’s investment policy is consistent with the definition of available-for-sale securities. From time to time,
the Company may sell certain securities but the objectives are generally not to generate profits on short-term
differences in price. The following tables show the Company’s available-for-sale investments within investments and

cash and cash equivalents in the consolidated balance sheet (in thousands):

Expected maturity for the year

ending June 30, Cost Value Fair Value
June 30, 2012 June 30, 2012
2013 2014  Thereafter Total Total

U.S. Government Agencies . ... ................ $ 3,297 $2,767 $ — $ 6,064 $ 6,070
Certificates of Deposit . ...................... 2,220 —_— — 2,220 2,220
Commercial Paper .......................... 7,844 — — 7,844 7,844
Corporate Bonds .. ... 32,001 4,428 — 36,429 36,412
Auction Rate Securities . ..................... — — 3,038 3,038 2,237
Total ..t $45,362 $7,195 $3,038 $55,595 $54,783
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June 30, 2012
Amortized Unrealized Unrealized Estimated

cost gains losses fair value

U.S. Government Agencies ... ...........veuvernenennen.. $ 6,064 $ 7 $ () $ 6,070
Commercial Paper ......... ... . .. ... 7,844 —_ — 7,844
Certificates of Deposit ... ... ..vvtii i 2,220 — — 2,220
Corporate Bonds . ........ ... .. .. ... . 36,429 10 27) 36,412
Auction Rate Secufities . ...t 3,038 — (801) 2,237
$55,595 $17 $(829) 854,783

Temporary and Other-Than-Temporary Impairments On Available-For-Sale Securities

As of each balance sheet date, the Company reviews its investments in an unrealized loss position for impairment in
accordance with guidance issued by the FASB and the SEC in order to determine whether an impairment is temporary
or other-than-temporary (“OTTI”). When an unrealized loss on a security is considered temporary, the Company

records the unrealized loss in other comprehensive income (loss) and not in earnings.

An OTTI occurs when it is anticipated that the amortized cost will not be recovered for a security in an unrealized loss
position. In such situations, the amount of OTTI recorded in earnings is the entire difference between the security’s
amortized cost and its fair value when either: (i) the Company has the intent to sell the security; or (ii) it is more likely
than not that the Company will be required to sell the security before recovery of the decline in fair value below
amortized cost. If neither of these two conditions exists, only the difference between the amortized cost basis of the
security and the present value of projected future cash flows expected to be collected is recognized as an OTTI charge
in earnings (“credit loss”). If the fair value is less than the present value of projected future cash flows expected to be
collected, this portion of OTTI relates to other-than credit factors (“noncredit loss”) and is recorded as other

comprehensive income (loss) within stockholders’ equity.

In the fiscal years ended June 30, 2011 and 2010, the Company had OTTI charges in earnings of $1.1 million and

$1.7 million respectively, recorded in other expense, net. There were no OTTI charges during fiscal 2012.

The following tables show the gross unrealized losses and fair value of the Company’s investments with unrealized
losses, aggregated by investment category and length of time that individual securities have been in a continuous

unrealized loss position (in thousands):

. As of June 30, 2012
Less Than 12 Months 12 Months or Greater Total
Fair Unrealized Fair Unrealized Fair Unrealized
Value Loss Value Loss Value Loss
U.S. Government Agencies ................. $ 2,765 $ ) $ — $ — $ 2,765 $ (D)
CorporateBonds . . ............ ... ... ... 30,750 27) — — 30,750 27)
Auction Rate Securities .................... — — 2,237 (801) 2,237 (801)

$33,515 828  $2237 S0  $35752  $(829)

As of June 30, 2012, the Company had 54 investments in an unrealized loss position.
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As of June 30, 2011

Less Than 12 Months 12 Months or Greater Total
Fair Unrealized Fair Unrealized Fair Unrealized
Value Loss Value Loss Value Loss
U.S. Government Agencies . ................ $ 2,300 $ (2 $ — $ — $ 2,300 $
Corporate Bonds . . . .......... ...l 14,096 (12) —_ — 14,096 12)
Auction Rate Securities . .........ccviiinnnn. — — 4,382 (855) 4,382 (855)

$16,396  $(14)  $4382  $855  $20778  $(869)

As of June 30, 2011, the Company had 27 investments in an unrealized loss position.

The table below presents activity related to the credit loss component recognized in earnings (in thousands):

Cumulative OTTI credit losses recognized as of July 1,2009 . .. ... .. ... ... ... $(6,125)
OTTI charges related to securities with previous creditlosses . .. ........ ..., (1,666)
Less: OTTI charges related tosecuritiessold . . .. ... ... i 6,360
Cumulative OTTI credit losses recognized as of June 30,2010 ....... ... ... ..o, (1,431
OTTI charges related to securities with previous credit losses . ............. o i (439)
Less: OTTI charges related to securities sold . . . ... ... o i 1,408

OTTI charges related to securities with previous credit losses . ...,
Less: OTTI charges related to securities sold . . ... ... i

Cumulative OTTI credit losses recognized as of June 30,2012 ... ... .. ... .., $ (462)

Cumulative OTTI credit losses recognized as of June 30, 2011 . ... ... ... i, (462)

All OTTTI’s recognized in earnings in the fiscal years ended June 30, 2011 and 2010 were for securities with
previously recognized credit impairments. During the fiscal year ended June 30, 2012 there were no OTTI charges in

earnings.

In March 2011, the Company had the intent to sell one ARS investment and in April 2011, two of the ARS were
sold. The sale of one of these ARS resulted in proceeds of $2.5 million in the fourth quarter of fiscal 2011 and
recognition of an OTTI charge of $0.4 million in the third quarter of fiscal 2011 for the ARS classified as “intent to
sell” due to the Company’s discussions with the buyer of that ARS as of March 31, 2011. Proceeds of $2.3 million and
an OTTI charge of $0.6 million was recognized in the fourth quarter of fiscal 2011 for the ARS not classified as
“intent to sell” as of March 31, 2011.

There was a realized gain of $0.3 million recorded during the fiscal year ended June 30, 2011 from the sales of two
available-for-sale securities. Realized gains and losses are included in other income (expense), net in the consolidated

statement of operations.

The redemption of an enhanced cash money market fund resulted in proceeds of $1.4 million and the recognition of

realized gains of $0.1 million in the first quarter of fiscal 2010.

In December 2009, one of the ARS was tendered. The tender of this ARS resulted in proceeds of $2.3 million and
recognition of realized loss of $0.4 million in the second quarter of fiscal 2010.

In December 2009, the Company determined it had the intent to sell three ARS, and as such recorded an OTTI
charge of $0.2 million in the second quarter of fiscal 2010. In January 2010, the three ARS’s were sold resulting in
proceeds of $2.4 million and a realized loss of $0.2 million in the third quarter of fiscal 2010. The Company sold an
additional ARS in January 2010 for proceeds of $0.6 million and recognition of a realized loss of $0.2 million.
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Fair Value Measurement

The FASB has established a consistent framework for measuring fair value on either a recurring or nonrecurring basis

whereby inputs, used in valuation techniques, are assigned a hierarchical level. The following are the hierarchical

levels of inputs to measure fair value:

¢ Level 1: Observable inputs that reflect quoted prices (unadjusted) for identical assets or liabilities in active

markets.

* Level 2: Inputs reflect quoted prices for identical assets or liabilities in markets that are not active; quoted

prices for similar assets or liabilities in active markets; inputs other than quoted prices that are observable for

the assets or liabilities; or inputs that are derived principally from or corroborated by observable market data

by correlation or other means.

® Level 3: Unobservable inputs reflecting the Company’s own assumptions incorporated in valuation

techniques used to determine fair value. These assumptions are required to be consistent with market

participant assumptions that are reasonably available.

The carrying value of the Company’s cash and cash equivalents approximates their fair value and is based on Level 1

inputs. The carrying value of the Company’s accounts payable, accrued liabilities and restructuring liabilities

approximates their fair value due to the short-term nature of these instruments and is based on Level 2 inputs. The

Company recognizes transfers between levels of the hierarchy based on the fair values of the respective financial

instruments at the end of the reporting period in which the transfer occurred. There were no transfers between levels

of the fair value hierarchy during the fiscal year ended June 30, 2012.

The following tables summarize the Company’s financial assets and liabilities measured at fair value on a recurring

basis, by level within the fair value hierarchy:

Assets

Cash and cash equivalents:

Money Market Funds
Commercial Paper

Short-term investments:

Certificates of Deposit . . .................

Commercial Paper ... ...................

CorporateBonds . ......................

U.S. Government Agencies ...............
Long-term investments:

Corporate Bonds .. .......... ... ... ...
U.S. Government Agencies ...............
Auction Rate Securities ... ...............

Total Assets

Fair value of securities as of June 30, 2011

Quoted Prices in
Active Markets
for Identical

Significant

Significant Other
Unobservable

Observable

Assets (Level 1)  Inputs (Level 2)  Inputs (Level 3) Total
$37,488 $— $ — $37,488
1,500 — — 1,500
2,220 —_ — 2,220
6,344 — — 6,344
31,991 — — 31,991
3,305 — —_ 3,305
4,421 — — 4,421
2,765 — 2,765
— — 2,237 2,237
$90,034 $— $2,237 $92,271
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Fair value of securities as of June 30, 2011

Quoted Prices in
Active Markets  Significant Other Significant
for Identical Observable Unobservable
Assets (Level 1) Inputs (Level 2)  Inputs (Level 3) Total

Assets
Cash and cash equivalents:
Money Market Funds ................... $39.216 $— $ — $39,216
Short-term investments:
Certificates of Deposit .. .........c.ovvn.. 240 — — 240
U.S. Government Agencies .. ............. 2,414 — — 2,414
Corporate Bonds ....................... 20,602 — — 20,602
Commercial Paper . . .................... 10,691 — — 10,691
Long-term investments:
U.S. Government Agencies ............... 3,513 — — 3,513
Corporate Bonds ....................... 7,495 — — 7,495
Certificates of Deposit . .. ................ 240 — — 240
Auction Rate Securities . ... .............. — — 4,382 4,382
Total ASSEES .« v oottt $84,411 $— $4,382 $88,793
Liabilities
Foreign Currency Derivatives ............. $ 115 $— $ — $ 115
Total Liabilities .. ........oeerueeurninnns $ 115 $— $ — $ 115

|
|

Auction Rate Securities

As of June 30, 2012, a $2.2 million auction rate security, recorded in long-term investments on the consolidated
balance sheet, was considered illiquid based upon a lack of auction results beginning in fiscal 2008. The Company
estimated the fair value of this ARS based on (1) financial standing of the issuer; (2) size of position held and the
liquidity of the market; (3) contractual restrictions on disposition; (4) pending public offering with respect to the
financial instrument; (5) pending reorganization activity affecting the financial instrument; (6) reported prices and the
extent of the public trading in similar financial instruments of the issuer or comparable companies; (7) ability of the
issuer to obtain required financing; (8) changes in the economic conditions affecting the issuer; (9) a recent purchase of
the sale of a security of the issuer; (10) pricing by other dealers in similar securities; (11) financial statements of any
underlying ARS portfolio investments; (12) successful auction/early redemption; (13) failing auctions until maturity;
or (14) default and the estimated cash flows for each scenario. Other factors were considered, such as interest rate
effects, liquidity, trinomial probabilities, recovery rates, value of the investments held by the issuer and the financial

condition and credit ratings of the issuer, insurers, and parent companies, as applicable.

Assumptions of probabilities of default, probabilities of passing auction, and probabilities of earning the maximum
rate for each period are based upon the risks, the underlying investments collateralizing the ARS, the maturity date of

the ARS, the maximum rate of the ARS and current market conditions, and third party professional judgment.

The ARS is “Triple X” structured obligations of special purpose reinsurance entities associated with life insurance
companies. On May 3, 2012, the ARS related to federal education student loans programs was bought back by the
investment broker at par value of $2.2 million. As of June 30, 2012, the ARS instrument remaining was rated BBB
by Standard and Poor’s and all of the $3.5 million par value of this illiquid investments is insured against defaults of

principal and interest by third party insurance companies.
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The following table represents the reconciliation of the beginning and ending balances of the Company’s ARS
measured at fair value on a recurring basis using significant unobservable inputs (Level 3) during the fiscal year ended
June 30, 2012 (in thousands):

Fair Value Measurements

Using Significant
(Level 3) ARS

Balance at June 30,2009 .. ...... ... ... $14,044
Change in unrealized losses included in other comprehensive income ................. 2,226
Other-than-temporary impairment . ............... ... (1,666)
Sale of ARS .. ... i (5,325)
Balance at June 30,2010 ........ ... . ... ... 9,279
Change in unrealized losses included in other comprehensive income ................. 921
Other-than-temporary impairment . .......... ... ... ... ... ... ... ... .. ... (1,071)
Sale of ARS . .o (4,747)
Balance at June 30, 2011 ........... ... 4,382
Change in unrealized losses included in other comprehensive income ............... .. 55
Sale of ARS ..o i (2,200)
Balance at June 30,2012 .. ... . ... $ 2,237

(8) Borrowings

Credit Agreement

On January 23, 2009, the Company and Silicon Valley Bank entered into a secured revolving credit facility for up to
$40.0 million. On January 20, 2010, the Company entered into two amendments to the $40.0 million revolving
credit facility with Silicon Valley Bank to modify the definition of EBITDA. Additionally, on April 14, 2010, the
Company entered into another amendment to the $40.0 million revolving credit facility with Silicon Valley Bank to
extend the maturity date to January 23, 2012, as well as to modify the commitment fee and several definitions,
including EBITDA, Borrowing Base, and Investments. The Company entered into a Waiver and Amendment on
April 26, 2011 to modify the EBITDA covenant minimum levels. The Company entered into an Amendment on
September 6, 2011 to modify several definitions including the Borrowing Base. On January 23, 2012, the Company
entered into an Amendment to extend the maturity of the secured revolving credit facility to February 28, 2012,
reduce the amount of the line of credit facility from $40.0 million to $25.0 million, and lower the Borrowing Base
from a starting point of $20.0 million to $15.0 million plus eligible accounts receivable. On January 20, 2012, the
Company received a consent from Silicon Valley Bank to sell the Location product business. On February 24, 2012,
the Company entered into an Amendment to extend the maturity of the secured revolving credit facility to March 29,
2012. On March 29, 2012, the Company entered into an Amendment to extend the maturity to April 28, 2012 and
set the EBITDA covenant minimum level for March 31, 2012. On April 12, 2012, the Company entered into an
Amendment to extend the maturity of the secured revolving credit facility to April 28, 2013 and set minimum
EBITDA levels. On April 30, 2012, the Company received a consent from Silicon Valley Bank to sell the mediation
and messaging product businesses. On May 4, 2012, the Company entered into an amendment to reduce the amount
of the line of credit from $25.0 million to $18.0 million, delete the Borrowing Base requirement, delete the
minimum EBITDA covenant, delete the fee on undrawn amounts, and modify the Liquidity Coverage Ratio

definition.

The Company may borrow, repay and re-borrow under the revolving credit facility at any time up to the maturity
date. As of June 30, 2012, the revolving credit facility bears interest at 4% per annum. For each letter of credit issued,
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the Company is required to pay 0.75% per annum on the face amount of the letter of credit. Annually, the Company
is required to pay a commitment fee to the lender. In January 2010, the Company paid a $0.2 million commitment
fee to the lender. In January 2011, the Company paid a $0.1 million commitment fee to the lender. In April 2012,

the Company paid a $75 thousand commitment fee to the lender.

As of June 30, 2012, the Company had letters of credit outstanding against the revolving credit facility totaling $17.5

million, reducing the available borrowings on the revolving credit facility.

The revolving credit line is secured by a blanket lien on all of the Company’s assets and contains certain financial and
reporting covenants customary to these types of credit facilities agreements which the Company is required to satisfy
as a condition of the agreement. In particular, the revolving credit facility requires that the Company meet certain
minimum monthly liquidity ratios. In addition, the revolving credit facility requires the Company to provide to the
bank annual financial projections, promptly report any material legal actions, and timely pay material taxes and file all
required tax returns and reports. Further, without the bank’s consent, the Company cannot take certain material
actions, such as change any material line of business, sell the Company’s business, acquire other entities, incur liens,
make capital expenditures beyond a certain threshold, or engage in transactions with affiliates. As of June 30, 2012,

the Company was in compliance with all debt covenants.

(9) Commitments and Contingencies

(a) Leases

On February 28, 2005, the Company entered into a sublease agreement (the “Sublease Agreement”) with Informatica
Corporation (“Informatica”) to lease office space in the building known as 2100 Seaport Boulevard (Floors 1-4) in
Redwood City, California. The Sublease Agreement covers approximately 144,000 square feet (collectively, the
“Premises”). The Premises serve as the Company’s corporate headquarters and the Company vacated its previous

corporate headquarters located at 1400 Seaport Boulevard, Redwood City, California as of June 1, 2005.

The terms of the Sublease Agreement began on May 1, 2005 and end on April 30, 2013. The Sublease Agreement is a
triple-net sublease. The average base rent for the remaining term of the lease shall be approximately $1.6 million per
year. The rent obligations are being expensed on a straight-line basis, over the term of the lease beginning upon the

date the premises became available for entry in February 2005.

The Company also has numerous facility operating leases at other locations in the United States and other countries.
Future minimum lease payments under all non-cancelable operating leases with terms in excess of one year and future

contractual sublease income were as follows at June 30, 2012 (in thousands):

Future Net

Future Contractual Future

Lease Sublease Lease
Year Ending June 30, Payments Income Payments
2003 e e e e e $16,567 $(3,613) $12,954
2014 e e e e 1,336 (728) 608
20 e e e e e e 450 (240) 210
Total .. e e e e $18,353 $(4,581) $13,772

Rent expense for fiscal 2012, 2011 and 2010, was approximately $3.3 million, $4.5 million and $5.0 million,
respectively, net of sublease income of $1.5 million, $1.3 million and $1.2 million for fiscal 2012, 2011 and 2010,
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respectively. Net fucure lease payments include $13.7 million of accrued restructuring-related lease obligations (see

Note 11 “Restructuring and Related Costs”).

(b) Litigation

Simmonds v. Credit Suisse Group, et al

On October 3, 2007, Vanessa Simmonds, a purported stockholder of the Company, filed suit in the U.S. District
Court for the Western District of Washington (“Western District Court”) against Credit Suisse Group, Bank of
America Corporation, and JPMorgan Chase & Co., the lead underwriters of the Company’s initial public offering in
June 1999, alleging violations of Section 16(b) of the Exchange Act, 15 U.S.C. § 78p(b). The complaint seeks to
recover from the lead underwriters any “short-swing profits” obtained by them in violation of Section 16(b). The suit
names the Company as a nominal defendant, contains no claims against the Company, and seeks no relief from the
Company. Simmonds filed an Amended Complaint on February 25, 2008 (the “Amended Complaint”), naming as
defendants Credit Suisse Securities (USA), Robertson Stephens, Inc., J.P. Morgan Securities, Inc., and again naming
Bank of America Corporation. The Amended Complaint asserts substantially similar claims as those set forth in the

initial complaint.

On March 12, 2009, the Western District Court entered its judgment in the case and granted the moving issuers’
motion to dismiss, finding plaintiff's demand letters were insufficient to put the issuers on notice of the claims
asserted against them. The Western District Court also granted the underwriters’ motion to dismiss as to the claims
arising from the non-moving issuers’ IPOs, finding plaintiff's claims were time-barred under the applicable statute of

limitations.

Following an appeal to the United States Court of Appeals for the Ninth Circuit (the “Ninth Circuit”), on

December 2, 2010, the Ninch Circuit affirmed the Western District Court’s decision to dismiss the moving issuers’
cases on the grounds that plaintiffs demand letters were insufficient to put the issuers on notice of the claims asserted
against them and further ordered that the dismissals be made with prejudice. The Ninch Circuit, however, reversed
and remanded the Western District Court’s decision on the underwriters’ motion to dismiss as to the claims arising
from the non-moving issuers’ IPOs, finding plaintiff’s claims were not time-barred under the applicable statute of
limitations. In remanding, the Ninth Circuit advised the non-moving issuers and underwriters to file in the Western

District Court the same challenges to plaintiff's demand letters that moving issuers had filed.

On January 18, 2011, the Ninth Circuit denied all petitions for rehearing and petitions for rehearing en banc. On
January 25, 2011, the Ninth Circuit granted the underwriters’ motion to stay the issuance of mandate and ordered
that the mandate in the cases involving the non-moving issuers is stayed for ninety days pending the filing of a
petition for writ of certiorari in the United States Supreme Court. On January 26, 2011, the Ninth Circuit granted
the appellant’s motion and ruled that the mandate in all cases is stayed for ninety days pending the appellant’s filing
of a petition for writ of certiorari in the United States Supreme Court. On April 5, 2011, the plaintiff filed a Petition
for Writ of Certiorari with the United States Supreme Court seeking reversal of the Ninth Circuit’s December 2, 2010
decision. On April 15, 2011, underwriter defendants filed a Petition for Writ of Certiorari with the United States
Supreme Court seeking reversal of the Ninth Circuit’s December 2, 2010 decision relating to the statute of

limitations issue.

On June 27, 2011, the United States Supreme Court denied Simmonds’ petition regarding the demand issue and

granted the underwriters’ position relating to the statute of limitations issue. Oral argument in that case was held on
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November 29, 2011. On March 26, 2012, the Supreme Court vacated the Ninth Circuit’s holding that petitioner’s
claims were not time barred, and remanded the cases to the District Court for proceedings consistent with the

Supreme Court’s opinions.

On June 7, 2012, the mandate of the Ninth Circuit was formally entered. On June 11, 2012, Plaintiffs voluntarily
dismissed the case with prejudice as to the adequacy-of-the-pre-suit demand issue, and without prejudice as to all

other issues.

No amount has been accrued as of June 30, 2012, as a loss is not considered probable or reasonably estimable.

In the Matter of Certain Devices of Mobile Communication

On August 31, 2011, the Company filed a complaint with the International Trade Commission (“ITC”) in
Washington, DC, with Apple Inc. (“Apple”), Research In Motion Ltd. and Research In Motion Corp. as proposed
respondents, requesting that the ITC bar Apple and the Research In Motion entities (“RIM”) from importing into the
United States their products, including smart devices and tablet computers, that infringe certain of the Company’s
patents. The complaint alleges that Apple and RIM infringe upon four of the Company’s patents that cover
technology that, among other things, give consumers access to the Internet from their mobile devices. The ITC matter
is currently scheduled for substantive hearing commencing October 15, 2012, though dates in a legal proceeding are

always subject to change at the discretion of the presiding judge.

Openwave Systems Inc. v. Apple Inc., Research in Motion Ltd, and Research in Motion Corp.

On August 31, 2011, the Company filed a complaint in the Federal District Court for the District of Delaware against
Apple and RIM, again alleging that Apple and RIM products infringe certain of the Company’s patents, seeking
among other things a declaration that the Company’s patents cited in the complaint have been infringed by Apple and
RIM and that these patents are valid and enforceable, damages as a result of the infringement, and an injunction

against further infringement. This matter is stayed pending October 15, 2012.

From time to time, the Company may be involved in litigation or other legal proceedings, including those noted
above, relating to or arising out of its day-to-day operations or otherwise. Litigation is inherently uncertain, and the
Company could experience unfavorable rulings. Should the Company experience an unfavorable ruling, there exists the
possibility of a material adverse impact on its financial condition, results of operations, cash flows or on its business for

the period in which the ruling occurs and/or in future periods.

Indemnification claims

Prior to the sale of the Company’s product businesses, the Company’s software license and services agreements
generally included a limited indemnification provision for claims from third parties relating to its intellectual
property. In connection with the sale of the Company’s product businesses, the Company retains certain ongoing
liabilities with respect to indemnification claims related to its former customers that were initiated prior to the sale of
the Location business line and the Messaging and Mediation product businesses. As of June 30, 2012, no amount is
accrued for indemnifications as there were no existing claims whete a loss is considered probable. Historically, costs
related to these indemnification provisions have been infrequent and the Company is unable to estimate the maximum

potential impact of these indemnification provisions on its future results of operations.

Three licensees of the Company are seeking indemnification from the Company under their respective license

agreements in connection with being named as defendants in two matters pending in the United States District Court
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for the Eastern District of Texas captioned Unified Messaging Solutions, Inc. v. Google, et al. (Civil Action

No. 6:11cv00464) and Unified Messaging Solutions, Inc. v. Facebook, et al. (Civil Action No. 6:11cv00120 (the
“Actions”). Plaintiff in the Actions alleges that the licensees’ web-based communication services infringe patents
allegedly owned by the plaintiff and the licensees claim that their web-based services are comprised of products
licensed from the Company. The Company has assumed the defense on behalf of two of the licensees. With respect to
the third, the licensee is conducting its own defense and has requested that the Company indemnify it for one-third of

its defense costs and any damages awarded.

As of June 30, 2012, no amount is accrued for indemnifications as there were no existing claims where a loss is
considered probable. Historically, costs related to these indemnification provisions have been infrequent and the
Company is unable to estimate the maximum potential impact of these indemnification provisions on its future

results of operations.

Purchase price adjustments

On April 16, 2012, the Company announced an agreement had been reached to sell its mediation and messaging
businesses. On April 30, 2012, the Company completed the sale of the mediation and messaging businesses to
Openwave Mobility, a portfolio company of Marlin Equity Partners. These sales complete the divestiture of Unwired
Planet’s product business. Openwave Mobility paid $49.6 million in cash, subject to certain adjustments thereto as
provided in the Asset Purchase and Sale Agreement, upon the closing of the transaction. As of June 30, 2012, the
Company has estimated and recorded a liability related to working capital adjustments of $1.3 million. The purchase
price is subject to an additional potential liability up to $1.3 million, related to working capital adjustments , which
are currently in dispute with Openwave Mobility. Additional putchase price adjustments, if any, will be reflected as

gain/(loss) on sale of discontinued operation in the period determined.

(10) Stockholders’ Equity

(a) Tax Benefits Preservation Agreement

On January 28, 2012, the Company entered into a Tax Benefits Preservation Agreement that entitles each holder of
the Company’s common stock to purchase one ten-thousandth of a share of Series A Junior Participating Cumulative
Preferred Stock at a price of $15 per one ten-thousandth of a share, subject to adjustment, upon the occurrence of

certain requirements.

(b) Stock Plans

On October 16, 2005, the Company’s 1995 Plan (formerly the Software.com, Inc. 1995 Stock Option Plan) (the
“1995 Stock Plan”) expired, and, accordingly, options can no longer be granted from the 1995 Stock Plan. A total of
17,743,215 shares of common stock had previously been authorized for issuance under the 1995 Stock Plan. As of
June 30, 2012, options to purchase a total of 357,093 shares were outstanding under the 1995 Stock Plan.

On September 25, 2006, the Company’s 1996 Stock Plan (formerly the Phone.com, Inc. 1996 Stock Plan) (the “1996
Stock Plan”) expired and, accordingly, options can no longer be granted from the 1996 Stock Plan. A total of
12,262,282 shares of common stock had previously been authorized for issuance under the 1996 Stock Plan. As of
June 30, 2012, options to purchase a total of 371,281 shares were outstanding under the 1996 Stock Plan.

The Openwave Systems Inc. Amended and Restated 1999 Directors’ Equity Compensation Plan (the “Directors’ Stock
Plan”) which was approved by the stockholders at the Company’s annual meeting held on December 3, 2009, provides
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for the grant of non-statutory stock options to non-employee directors (“Outside Directors”). Under the Directors’
Stock Plan, a total of 1,650,000 shares of the Company’s common stock have been reserved for issuance. Options and
awards granted to new or existing Outside Directors under the Directors’ Stock Plan vest ratably over a period of three
years. The Directors’ Stock Plan also provides for the acceleration of options upon the dismissal of an Outside Director
from the Board upon or within 24 months following a change in control of the Company. The exercise price of options
granted under the Directors’ Stock Plan is equal to the fair market value of the Company’s common stock on the date
of grant. The exercise price of nonvested shares granted under the Directors’ Stock Plan is $0.00. Under the Directors’
Stock Plan, stock option grants have a term of ten years. As of June 30, 2012, the Company had a total of 167,211
shares of common stock available for grant, and options for a total of 900,122 shares were outstanding under the

Directors’ Stock Plan.

The Openwave Systems Inc. 2001 Stock Compensation Plan (“2001 Stock Plan”) provides for the issuance of
non-statutory stock options, nonvested stock bonus awards and nonvested stock purchase awards to directors,
employees and consultants of the Company. The 2001 Stock Plan serves as the successor to certain plans of the
Company and plans acquired by the Company. No further grants will be made under the predecessor plans; however,
each outstanding option granted under a predecessor plan shall continue to be governed by the terms and conditions
of the predecessor plan under which it was granted. A total of 4,068,128 shares of common stock have been reserved
for issuance under the 2001 Stock Plan. Under the 2001 Stock Plan, the exercise price for non-statutory options is
determined by the plan administrator and may be above or below the fair market value of the Company’s common
stock on the date of grant. Options issued under the 2001 Stock Plan generally expire ten years from the date of grant.
Vesting periods are determined by the plan administrator and generally provide for shares to vest ratably over a period
of three to four years, with options for new employees generally including a one-year cliff period. As of June 30, 2012,
the Company had a total of 281,257 shares of common stock available for grant, and a total of 343,694 shares
outstanding under the 2001 Stock Plan.

The Openwave Systems Inc. Amended and Restated 2006 Stock Incentive Plan, as amended (“2006 Stock Plan”),
which was approved by the stockholders at the Company’s annual meeting held on December 4, 2008, provides
incentive stock options, non-statutory stock options, restricted stock purchase rights and stock appreciation rights to
employees and consultants of the company and its affiliates. The plan also provides restricted stock bonus, phantom
stock units, restricted stock units, performance shares bonus and performance share units (“Full-Value Stock
Award”). A total of 17,000,000 shates of common stock have been reserved for issuance under the 2006 Stock

Plan. Each share of common stock issued pursuant to a stock award issued under this Plan shall reduce the Share
Reserve by one (1) share; provided, however that for each Full-Value Stock Award, the share reserve shall be reduced
by one and one-half (1.5) shares. The exercise price of options granted under the 2006 Stock Plan is usually equal to
the fair market value of the Company’s common stock on the date of grant. The exercise price of nonvested shares
granted under the 2006 Stock Plan is $0.00. Options issued under the 2006 Stock Plan generally expire ten years
from the date of grant. Vesting periods are determined by the plan administrator and generally provide for shares to
vest ratably over a period of three to four years, with options for new employees generally including a one-year cliff
period. As of June 30, 2012, the Company had a total of 5,165,797 shares of common stock available for grant, and
awards for a total of 6,329,940 shares were outstanding under the 2006 Stock Plan.
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The following table summarizes the number of common shares available for issuance under the plans discussed above
as of June 30, 2012:

June 30,
2012
1995and 1996 Stock Plans . . . ... ..ottt —
2001 Stock Plan .. ... i 281,257
Directors’ Stock Plan .. ... .. .. . 167,211
2006 Stock Plan ... ..o 5,165,797
5,614,265

(c) Stock Purchase Rights

Certain ourstanding stock purchase rights are subject to a restricted stock purchase agreement whereby the Company
has the right to repurchase the stock upon the voluntary or involuntary termination of the purchaser’s employment
with the Company at the purchaser’s purchase price. The Company’s repurchase right lapses at a rate determined by
the stock plan administrator but at a minimum rate of 20% per year. Through June 30, 2012, the Company has
issued 6,377,402 shares under restricted stock purchase agreements, of which 470,892 shares have been repurchased
and 180,000 shares remain subject to repurchase at a weighted-average purchase price of $0.00 per share.

(d}) Employee Stock Purchase Plans

In January 2007, the Company reinstated and amended the Openwave Systems Inc. 1999 Employee Stock Purchase
Plan (“ESPP”) which was suspended in October 2002.

The ESPP provides for an automatic annual increase of authorized shares (“Evergreen shares”) on the first day of fiscal
2005 through 2009, equal to the lesser of 268,417 shares or 1% of the shares outstanding on the last day of the
immediately preceding fiscal year. As of June 30, 2012, the ESPP had 4,810,959 shares authorized. Of these shares,

1,259,775 shares are currently available for issuance.

During fiscal 2012, 2011 and 2010, 84,740, 229,638 and 242,792 shares, respectively, were purchased by employees
under the ESPP.

The ESPP is intended to qualify under Section 423 of the Internal Revenue Code and contains one six-month purchase
period within a six month offering period. Eligible employees may purchase common stock through payroll
deductions of up to 20% of compensation. The price of common stock purchased under the ESPP is the lower of 85%
of the fair market value of the Company’s common stock at the beginning of the six month offering period and the

end of the purchase period.

The fair value used in recording the stock-based compensation expense, on a straight-line basis, associated with the
ESPP is estimated for each offering period using the Black-Scholes-Merton option pricing model that uses the
assumptions noted in the following table. Expected volatilities are based on the historical volatility of the Company’s
common stock over the six months. The expected term is six months, coinciding with the offering period. The risk-

free rate for the expected term of the option is based on the U.S. Treasury yield curve in effect at the time of grant.
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Fiscal Year ended June 30,

2012 2011 2010
Expected volatility ...... ... 52.7-92.0% 47.1-53.1% 54.7-62.5%
Expecteddividends ........ ... ... i — — —
Expected term (in YEars) ... .....ooou ittt 0.5 0.5 0.5
RUSK-FLEE FALE v v v e ettt et e et e e e 0.1% 0.1-0.2% 0.2%

(e) Stock-based compensation

The fair value of each option grant is estimated on the date of grant using the Black-Scholes-Merton option pricing
model and assumptions noted in the following table. The Company estimated the expected volatility as an input into
the Black-Scholes-Merton valuation formula when assessing the fair value of options granted. The Company’s estimate
of volatility was based upon the historical volatility experienced in its stock price, as well as implied volatility in the
market traded options on the Unwired Planet, Inc.’s common stock when appropriate. During fiscal 2012, 2011 and
2010 implied volatility was not utilized in the Company’s valuation of options granted due to the lack of option
contracts with a strike price similar to our stock option grants. To the extent volatility of its stock price increases in
the future, the Company’s estimates of the fair value of options granted in the future could increase, thereby
increasing stock-based compensation expense in future periods. The Company’s expected term of options granted is
derived from actual post-vesting option cancellation and exercise experience, as well as the average midpoint between

vesting and the contractual term for outstanding options.

The weighted average assumptions used were as follows for fiscal 2012, 2011 and 2010:

Fiscal Year ended June 30,

2012 2011 2010
Expected volatility ............. i 72.2-78.5% 60.6-71.1% 65.8-77.2%
Expected dividends . ........ ..o i — — —
Expected term (in YEars) . ........ooooenniinneentiataa e 3.60-6.07 3.32-6.16 3.11-6.01
Risk-free rate . ... ... .ouet it 06-12% 09-18% 1.4-2.6%

The Company determines the fair value of nonvested shares based on the NASDAQ closing stock price on the date of

grant.
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A summary of option activity through June 30, 2012 is presented below (in thousands except per share amounts):

Options

Outstanding at June 30, 2009

Options granted
Exercised

Outstanding at June 30, 2010

Options granted
Exercised

Outstanding at June 30, 2011
Options granted
Exercised

Vested and Expected to Vest

Exercisable at June 30, 2012

Weighted
Average
Weighted Remaining
Average Contractual Aggregate
Exercise Term Intrinsic
Shares Price (years) Value

............................. 8,414 $3.91
.............................. 1,727 2.46
.............................. (405) 1.50
.............................. ﬂ) __6_1_3
............................. 8,828 $3.51
.............................. 4,060 2.08
.............................. (1,111) 1.46
.............................. (1,888) 3.21
............................. 9,889 $3.21
.............................. 7,277 1.15
.............................. (3,958) 0.61
.............................. (4,906) 2.50

............................. 8,302 $3.06 3_74 $3,927

at June 30,2012 . ............... 7,642 $3.19 ﬁé $3,439

.............................. 5,715 $3.73 1.67 $2,033

The weighted average grant date fair value of options granted during fiscal 2012, 2011 and 2010 was $1.38, $0.90
and $1.32. The total intrinsic value of options exercised during fiscal 2012, 2011 and 2010 was $1.7 million, $0.8
million and $0.4 million. Upon the exercise of options, the Company issues new common stock from its authorized

shares.

A summary of the activity of the Company’s nonvested shares through June 30, 2012 is presented below (in thousands

except per share amounts):

Nonvested Shares

Nonvested at June 30, 2009
Nonvested shares granted
Vested

Nonvested at June 30, 2010
Nonvested shares granted
Vested

Nonvested at June 30, 2011
Nonvested shares granted
Vested

Grant Date

Fair Value

Shares  Per Share
.................................................. 196 $2.04
.................................................. 108 2.29
.................................................. (82) 2.52
.................................................. —_ 0.00
.................................................. 222 $1.98
.................................................. 108 2.37
.................................................. (110) 2.14
.................................................. (23) 2.07
.................................................. 197 $2.07
................................................... 151 1.67
.................................................. (168) 1.86
............................... 180 $193



The total fair value of shares vested, including discontinued operations, during fiscal 2012 and 2011 was $0.3 million

and $0.2 million, respectively.

As of June 30, 2012, there was $2.3 million of total unrecognized compensation cost, which includes amounts related
to employees providing transitional services that will be included in discontinued operations, related to all unvested
share awards and options. That cost is expected to be recognized on a declining basis as the shares vest over the next

four years.

The impact on the Company’s results of operations of recording stock-based compensation for fiscal 2012, 2011 and

2010 is as follows (in thousands):

Years Ended June 30,
2012 2011 2010

Stock-based compensation by category:

Sales and marketing expense ......... .. .. L i i $ 15 $§ — § —
Patent initiative EXPENSE . . ..ottt vttt e e 43 —_— —
General and administrative . ......... ... 1,774 402 415
Discontinued Operations .. .............c.iuiit 6,573 2,081 1,599

$8,405 $2,483 $2,014

(11) Restructuring and Related Costs

As a result of the Company’s change in strategy and its desire to improve its cost structure, the Company has
announced several restructurings. These restructurings include the fiscal 2012 restructuring (FY2012 Restructuring),
fiscal 2010 restructuring (FY2010 Restructuring), fiscal 2009 restructuring (FY2009 Restructuring), fiscal 2008
restructuring (FY2008 Restructuring), fiscal 2007 fourth quarter restructuring (FY2007 Q4 Restructuring), the fiscal

2007 first quarter restructuring (FY2007 Restructuring), as well as restructuring plans initiated in prior years.
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The following tables set forth the restructuring activity through June 30, 2012 (in thousands):

FY 02 to FY 09 FY 10 FY 11 FY 12
Restructuring Restructuring Restructuring Restructuring
Plans Plans Plan Plan Total

Facility (3) Severance (2) Facility (3) Severance (2) Severance (2) Facility (3) Severance (2) Severance (3) Accrual

Accrual balances as of
June 30,2009 ......... $ 48,568 $ 1,602 $ — $ — $ — $ — $— $— $50,170
Activity for fiscal 2010:
New charges and
adjustments to

estimates (1) ........ 1,791 (242) 1,313 817 3,679
Application of rent paid
previously .......... (1,700) — — — (1,700)
Accretion expense . .. ... 1,430 — 9 —_ 1,439
Cash paid, net ......... (12,432) (1,295) (212) (701) (14,640)
Accrual balances as of
June 30,2010 ......... 37,657 65 1,110 116 38,948

Activity for fiscal 2011:
New charges and
adjustments to

estimates ... ........ 760 (6} 356 (18) 2,046 3,139
Accretion expense ... ... 1,090 —_ 19 — — 1,109
Cash paid, net . ........ (14,297) (60) (737) 98) (1,829) (17,021)

Accrual balances as of
June 30,2011 ......... 25,210 — 748 — 217 26,175
Activity for fiscal 2012:

New charges and
adjustments to

estimates . .......... (48) 7 (12) 1,411 4,327 618 6,303
Accretion expense . .. ... 680 10 — 1 — — 691
Cash paid, net . ........ (13,324) (432) (205) (610) (4,327) (573) (19,471)

Accrual balances as of
June 30,2012 ......... $12,518 $ 333 8 — $ 802 $— $45 $13,698

(1) Total charges does not include $0.2 million of accelerated depreciation of fixed assets as represented on the
Company’s consolidated statement of operations under restructuring and other costs for fiscal 2010.

(2) These amounts relate to discontinued operations.

(3) ‘These amounts relate to continuing operations.

Facility

Facility costs represent the closure and downsizing costs of facilities that were consolidated or eliminated due to the
restructurings. Closure and downsizing costs include payments required under lease contracts, less any applicable
sublease income after the properties were abandoned, lease buyout costs and restoration costs associated with certain
lease arrangements. To determine the lease loss portion of the closure and downsizing costs, certain estimates were
made related to: (1) the time period over which the relevant building would remain vacant, (2) sublease terms and
(3) sublease rates, including common area charges. As of June 30, 2012, the Company has sublease contracts in place
for all of but one of its exited facilities. The Company has four sites that have been vacated under restructuring plans
as of June 30, 2012.

Restructuring Plans

The Company implemented a restructuring plan in fiscal 2012 to better align the Company’s resources among its
operational groups, reduce costs and improve operating efficiencies. As such, during the second quarter of fiscal 2012,
the Company incurred $1.4 million in facility charges associated with restructuring reduction of space used for the
Company’s headquarters under this plan. The Company expects to pay the remaining $0.8 million facilities related
accrual through June 30, 2013.

The Company implemented the FY2010 Restructuring to consolidate the Company’s resources, primarily in
development, and improve operating efficiencies. As such, during fiscal 2010, the Company incurred approximately
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$0.2 million in accelerated depreciation on fixed assets associated with a facility identified for restructuring. During
fiscal 2010, the Company recognized $1.3 million in facilities charges associated with a facility the Company exited
during the year under the FY2010 Restructuring. During fiscal 2011, a sublease for the facility under this
restructuring was signed, which resulted in an additional restructuring charge of $0.4 million. The lease payments
will be paid over the term of the remaining lease. Of the remaining $0.3 million facilities related accrual, the

Company expects to pay $0.2 million through June 30, 2013 and $0.1 million from July 2013 through January 2014.

The Company implemented the FY2009 Restructuring to consolidate the Company’s resources, primarily in
development and support, and improve operating efficiencies. As such, during fiscal 2009, the Company incurred
approximately $3.4 million in facilities charges associated with a facility identified for restructuring and $0.1 million
in accelerated depreciation on fixed assets associated with facilities identified for restructuring. During fiscal 2010, the
Company revised the estimated sublease terms associated with these facilities, which resulted in an additional
restructuring charge of $2.0 million. During fiscal 2011, a sublease for one of the facilities under this restructuring
was signed, which resulted in an additional restructuring charge of $0.7 million. Of the remaining $1.4 million
facilities related accrual, the Company expects to pay $0.6 million through June 30, 2013 and $0.8 million from July
2013 through November 2014.

The following table summarizes the expected future payments for restructuring liabilities by fiscal year (in thousands):

Net
Estimated
Cash Sublease Cash
Year ending June 30, Obligation Income Payable
2003 L e 19,261 (6,234) 13,027
2004 e 1,631 (1,023) 608
200 e e e 499 (232) 267

$21,391  $(7,489) $13,902

The Company’s restructuring liabilities are recorded at net present value. Over time, the net present value increases to
equal the amount of the net future cash payments, removing the need for time-based discounting. Accretion expense
reflects the increase in the net present value during the relevant period. Future accretion expense on the restructured
facility obligations above is $0.2 million, which will be recorded as restructuring expense over the life of the

respective leases.

(12) Income Taxes
Loss from continuing operations before provision for income taxes is comprised of the following (in thousands):

Fiscal Year ended June 30,

2012 2011 2010
DOMESEIC .« o ottt et et e e e e e e e e e $(9,439) $(7,990) $(10,468)
Foreign . ... — — —
Total .. e $(9,439) $(7,990) $(10,468)
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The provision for income taxes includes the following (in thousands):

Fiscal Year ended June 30,
2012 2011 2010

Current:

DOMESLIC INCOME TAX .« « v o v o e ettt ettt et e e et et $3,7900 $ — $ —

Foreign iNCOME TAX . . ... vttt ettt e — — —
Deferred: . ..ot e e

FOreign « o ettt 2,501 115 —
TOtal . o o o $(1,289) $ 115 $ —

The Company recorded an income tax expense (benefit) relating to discontinued operations of $5.5 million, $(1.6)

million and $3.0 million during fiscal 2012, 2011 and 2010, respectively, which is exciuded from the table above.

The following table reconciles the expected corporate federal income tax expense (benefit) (computed by multiplying
the Company’s loss before income taxes by the statutory income tax rate of 35%) to the Company’s income tax

expense (in thousands):

Fiscal Year ended June 30,
2012 2011 2010

Federal tax benefit at Statutory FAte . . . .o« oo vttt e ettt $(3,304) $(2,797) $(3,664)
SLALE TAXES .« o o e e e e e e e e e e e e e e e (486) — —
Effect of foreign operations .. .......... ...t 2,501 115 —
Net operating losses not benefited, net . .............. ... ... — 2,797 3,664
TOtal taX EXPEMISE . . . . oot e ettt e e e $(1,289) $ 115 $ —

The tax effect of temporary differences that give rise to significant portions of the Company’s deferred tax assets and

liabilities are as follows (in thousands):

June 30,
2012 2011
Deferred tax assets:
Net operating loss carryforwards . . ... ... $ 593,321 $ 611,703
Accruals and allowances not deductible for tax purposes .. ...................... 14,286 9,870
Research and development credit and other credits carry-forwards ................ 51,333 50,434
Intangible assets related to acquisitions . ........ .. .. ... o ol ©0) 15,687
Stock based COMPENSALION . . .\« vt v et ettt e 982 9,276
Total deferred tax assers, GIOSS . . .. ..vvvveeeeeen i, 659,922 696,970
Less: valuation alloOWance . . .. ..ot ittt i e e (659,922) (694,277)
Total deferred tax assets, MET . .. .. oot i it $ — $ 20693

In light of the Company's recent history of operating losses, the Company has recorded a valuation allowance for all of
its federal and state deferred tax assets, as it is presently unable to conclude that it is more likely than not that federal

and state deferred tax assets in excess of deferred tax liabilities will be realized.

During fiscal 2012, the Company recorded a valuation allowance of $2.5 million against the beginning foreign

deferred tax asset balance following the Company’s announcement that it was pursuing strategic alternatives for the
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mediation and messaging product operations, which created uncertainty regarding the ability of certain foreign
subsidiaries to generate future taxable income. As a result of the sale of the product business, the Company does not

have any foreign deferred tax assets as of June 30, 2012.

Approximately $250.5 million of the valuation allowance for deferred tax assets relating to net operating loss
carryforwards is attributable to employee stock option deductions, the benefit from which will be allocated to
additional paid-in capital rather than curtent earnings when and if subsequently realized. The benefit from
approximately $8.5 million of the total $51.3 million valuation allowance for deferred tax assets related to research
and development credit carryforwards will be allocated to additional paid-in capital rather than current earnings when

and if subsequently realized.

As of June 30, 2012, the Company had net operating loss carryforwards for federal and state income tax purposes of
approximately $1.6 billion and $601.8 million, respectively. In addition, the Company has gross federal and
California research and development credit carryforwards of approximately $30.1 million and $21.2 million. The
federal net operating loss carryforwards and research and development credit carryforwards will expire from 2018
through 2032. The California research and development credits may be carried forward indefinitely. The California

net operating loss carryforwards will expire from 2013 through 2032,

Under Internal Revenue Code Section 382, the utilization of a corporation’s net operating loss (‘NOL”) carryforwards
is limited following a change in ownership (as defined by the Internal Revenue Code) of greater than 50% within a
three-year NOL period. If it is determined that prior equity transactions limit the Company’s NOL carryforwards, the
annual limitation will be determined by multiplying the market value of the Company on the date of the ownership
change by the federal long-term tax-exempt rate. Any amount exceeding the annual limitation may be carried forward

to future years for the balance of the NOL carryforward period.

The Company’s policy is to include interest and penalties related to unrecognized tax benefits in tax expense on the
Company’s consolidated statement of operations. As of June 30, 2012, no amount is accrued for interest associated

with tax liabilities.

The sale of the product business did not include a transfer of the Company’s gross unrecognized tax benefits reflected
in long-term taxes payable and other in the consolidated balance sheet. To the extent these estimated liabilities are
adjusted, the difference will be reported as discontinued operations in the statement of operations in the period

adjusted, since it relates to foreign withholding taxes on product revenues.
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During fiscal 2010, 2011 and 2012, the total amount of gross unrecognized tax benefit activity was as follows (in

thousands):
Balance as of June 30,2009 . ... . ... ... $ 5,623
Additions based on tax positions related to current year .. ... ... .. oo 406
Reductions for tax positions of Prior Years . ... ...ttt e (213)
Lapse of statute of limitations . . ... ...... ...ttt e (622)
SEtLlemMENts . . . . .o e (785)
Impact of currency fluctuation . ...... ... ... .. (236)
Balance asof June 30,2010 ... ... ... 4,173
Additions based on tax positions related to current year ... ........... ... . ... 155
Reductions for tax positions of Prior years ... ...ttt 153
Lapse of statute of limitations . ........... ...t (3,652)
Settlements . . ... oo —
Impact of currency fluctuation .. ....... .. ... 198
Balanceasof June 30, 2011 ... ... .. .. ... . .. 1,027
Additions based on tax positions related to currentyear . ...... ... ... o i, 48
Additions for tax positions Of Prior YEALS . . .. .. v vttt e 240
Reductions for tax positions of Priof Years . . ... (239)
Lapse of statute of HMItations . . .. ... vt vttt ittt (130)
Impact of currency fluctuation ......... ... .ot (28)
Balance as of June 30, 2012 . ... ... ... .. $ 918

The total amount of gross unrecognized tax benefits was $0.9 million as of June 30, 2012. All of the tax expense or
benefit realized during fiscal 2010, 2011 and 2012 related to changes in unrecognized tax benefits was recorded as net
income or expense from discontinued operations. Changes in the Company’s gross unrecognized tax benefits as of
June 30, 2012, if any, will be reflected in discontinued operations since the amounts relate to foreign withholding tax

on prior revenues relating to the product operations.

Although timing of the resolution and/or closure on the Company’s unrecognized tax benefits is highly uncertain, the
Company does not believe it is reasonably possible that the unrecognized tax benefits would materially change in the

next 12 months.

The Company files U.S. federal, U.S. state and foreign tax returns. The Company’s U.S. federal tax return for fiscal
2009 is currently under examination by the Internal Revenue Service. Although the outcome of the examination is
uncertain, we do not expect the results to have a material impact on the financial statements. Because of net operating
loss carryforwards, substantially all of the Company’s tax years, from fiscal 1995 through fiscal 2011, remain open to
state tax examinations with the exception of Alabama, Massachusetts and Texas. Most of the Company’s foreign

jurisdictions have three or four open tax years at any point in time.
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Asset Purchase and Sale Agreement, dated April 15, 2012 between Unwired Planet, Inc. (as successor in
interest to Openwave Systems Inc., the “Company”) and OM1, Inc. (incorporated herein by reference to
Exhibit 2.1 to the Company’s Current Report on Form 8-K filed with the Securities and Exchange
Commission on April 16, 2012 (Commission No. 001-16703)).

Restated Certificate of Incorporation of the Company (incorporated by reference to Exhibit 3.1 to the
Company’s annual report on Form 10-K filed with the Securities and Exchange Commission on
September 7, 2010 (Commission No. 001-16703)).

Certificate of Ownership and Merger merging Unwired Planet, Inc. with and into Openwave Systems
Inc. (incorporated by reference to Exhibit 3.3 to the Company’s Quarterly Report on Form 10-Q filed
with the Securities and Exchange Commission on May 10, 2012 (Commission No. 001-16703)).

Amended and Restated Bylaws of the Company (incorporated by reference to Exhibit 3.1 to the
Company’s Current Report on Form 8-K filed with the Securities and Exchange Commission on
September 12, 2011 (Commission No. 001-16703)).

Certificate of Designations of Seties A Junior Participating Cumulative Preferred Stock of the Company.
classifying and designating the Series A Junior Participating Cumulative Preferred Stock (incorporated
by reference to Exhibit 3.1 to the Company’s Registration Statement on Form 8-A filed with the
Securities and Exchange Commission on January 30, 2012 (Commission No. 001-16703)).

Form of the Company’s Common Stock Certificate (incorporated by reference to Exhibit 4.1 to the
Company’s Annual Report on Form 10-K filed with the Securities and Exchange Commission on
August 28, 2003 (Commission No. 001-16703)).

Tax Benefits Preservation Agreement, dated as of January 28, 2012, between the Company and
Computershare Trust Company, N.A., as Rights Agent (incorporated by reference to Exhibit 4.1 to the
Company’s Registration Statement on Form 8-A filed with the Securities and Exchange Commission on
January 30, 2012 (Commission No. 001-16703)).

Exemption Agreement dated April 9, 2012, between the Company and Quantum Partners LP
(incorporated by reference to the Company’s Current Report on Form 8-K filed with the Securities and
Exchange Commission on April 9, 2012 (Commission No. 001-16073)).

Lease Agreement by and between the Company and Pacific Shores Center LLC dated February 4, 2000
(incorporated by reference to Exhibit 10.19 to the Company’s Quarterly Report on Form 10-Q filed with
the Securities and Exchange Commission on May 15, 2000 (Commission No. 001-16703)).

Openwave Systems Inc. 1996 Stock Plan (incorporated by reference to Exhibit 10.2 to the Company’s
Quarterly Report on Form 10-Q filed with the Securities and Exchange Commission on May 15, 2001
(Commission No. 001-16703)).

Form of Indemnity Agreement for Officers and Directors (incorporated by reference to Exhibit 10.16 to
the Company’s Annual Report on Form 10-K filed with the Securities and Exchange Commission on
September 28, 2001 (Commission No. 001-16703)).

Openwave Systems Inc. 1999 Employee Stock Purchase Plan, as amended and restated effective
November 1, 2006 (incorporated by reference to Exhibit 99.7 to the Company’s registration statement
on Form S-8 filed with the Securities and Exchange Commission on February 14, 2007 (Commission
No. 001-16703)).

Openwave Systems Inc. 2001 Stock Compensation Plan, amended and restated effective as of August 7,
2002 (incorporated by reference to Exhibit 10.1 to the Company’s Annual Report on Form 10-K filed
with the Securities and Exchange Commission on September 30, 2002 (Commission No. 001-16703)).

Form of US Stock Option Agreement (incorporated by reference to Exhibit 10.3 to the Company’s
Quarterly Report on Form 10-Q filed with the Securities and Exchange Commission on May 12, 2004
(Commission No. 001-16703)).
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10.19*

10.20

Description

Form of International Stock Option Agreement (incorporated by reference to Exhibit 10.4 to the
Company’s Quarterly Report on Form 10-Q filed with the Securities and Exchange Commission on
May 12, 2004 (Commission No. 001-16703)).

Openwave Systems Inc. Amended and Restated Executive Severance Benefit Policy, amended effective
September 15, 2012 (incorporated by reference to Exhibit 10.7 to the Company’s Quarterly Report on
Form 10-Q filed with the Securities and Exchange Commission on February 8, 2012 (Commission
No. 001-16703)).

Form of Change of Control Severance Agreement (incorporated by reference to Exhibit 10.23 to the
Company’s Annual Report on Form 10-K filed with the Securities and Exchange Commission on
September 15, 2008 (Commission No. 001-16703)).

Form of Amended and Restated Change of Control Severance Agreement (incorporated by reference to
Exhibit 10.1 to the Company’s Quarterly Report on Form 10-Q filed with the Securities and Exchange
Commission on February 8, 2012 (Commission No. 001-16703)).

Form of Change of Control Severance Agreement for the Holding Company (incorporated by reference to
Exhibit 10.4 to the Company’s Quartetly Report on Form 10-Q filed with the Securities and Exchange
Commission on February 8, 2012 (Commission No. 001-16703)).

Form of Change of Control Severance Agreement for the Messaging Business Unit (incorporated by
reference to Exhibit 10.5 to the Company’s Quarterly Report on Form 10-Q filed with the Securities and
Exchange Commission on February 8, 2012 (Commission No. 001-16703)).

Form of Change of Control Severance Agreement for the Mediation Business Unit (incorporated by
reference to Exhibit 10.6 to the Company’s Quarterly Report on Form 10-Q filed with the Securities and
Exchange Commission on February 8, 2012 (Commission No. 001-16703)).

First Amendment to Amended and Restated Change of Control Severance Agreement (incorporated by
reference to Exhibit 10.1 to the Company’s Current Report on Form 8-K filed with the Securities and
Exchange Commission on August 3, 2012 (Commission No. 001-16703)).

Openwave Systems Inc. Amended and Restated 2006 Stock Incentive Plan, amended and restated
effective November 11, 2011 (incorporated by reference to Exhibit 10.8 to the Company’s Quarterly
Report on Form 10-Q filed with the Securities and Exchange Commission on February 8, 2012
(Commission No. 001-16703)).).

Form of 2006 Stock Incentive Plan Restricted Stock Unit Grant Notice 2011 (incorporated by reference
to Exhibit 10.9 to the Company’s Quarterly Report on Form 10-Q filed with the Securities and
Exchange Commission on February 8, 2012 (Commission No. 001-16703)).

Openwave Systems Inc. Amended and Restated 1999 Directors’ Equity Compensation Plan, amended
and restated effective December 3, 2009 (incorporated by reference to Exhibit 99.1 to the Company’s
registration statement on Form S-8 filed with the Securities and Exchange Commission on December 4,
2009 (Commission No. 001-16703)).

Form of Notice of Stock Option Grant and Form of Stock Option Agreement (incorporated by reference
to Exhibit 99.2 to the Company’s registration statement on Form S-8 filed with the Securities and
Exchange Commission on with the Securities and Exchange Commission on December 4, 2009
(Commission No. 001-16703))

Form of Restricted Stock Bonus Agreement (incorporated by reference to Exhibit 99.3 to the Company’s
registration statement on Form S-8 filed with the Securities and Exchange Commission on December 4,
2009 (Commission No. 001-16703)).

Loan and Security Agreement dated as of January 23, 2009, between the Company and Silicon Valley
Bank (incorporated by reference to Exhibit 10.1 to the Company’s Current Report on Form 8-K filed
with the Securities and Exchange Commission on January 28, 2009 (Commission No. 001-16703)).
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Amendment No. 1 to Loan and Security Agreement between the Company and Silicon Valley Bank
dated January 20, 2010 (incorporated by reference to Exhibit 10.6 to the Company’s Quarterly Report on
Form 10-Q filed with the Securities and Exchange Commission on February 5, 2010 (Commission

No. 001-16703)).

Amendment No. 2 to Loan and Security Agreement between the Company and Silicon Valley Bank
dated January 20, 2010 (incorporated by reference to Exhibit 10.7 to the Company’s Quarterly Report on
Form 10-Q filed with the Securities and Exchange Commission on February 5, 2010 (Commission

No. 001-16703)).

Amendment No. 3 to Loan and Security Agreement between the Company and Silicon Valley Bank
dated April 14, 2010 (incorporated by reference to Exhibit 10.5 to the Company’s Quarterly Report on
Form 10-Q filed with the Securities and Exchange Commission on May 7, 2010 (Commission

No. 001-16703)).

Amendment No. 4 to Loan and Security Agreement and Limited Waiver between the Company and
Silicon Valley Bank dated April 26, 2011 (incotporated by reference to Exhibit 10.2 to the Company’s
Quarterly Report on Form 10-Q filed with the Securities and Exchange Commission on May 6, 2011
(Commission No. 001-16703)).

Amendment No. 5 to Loan and Security Agreement between the Company and Silicon Valley Bank
dated September 6, 2011 (incorporated by reference to Exhibit 10.4 to the Company’s Quarterly Report
on Form 10-Q filed with the Securities and Exchange Commission on November 7, 2011 (Commission
No. 001-16703)).

Amendment No. 6 to Loan and Security Agreement between the Company and Silicon Valley Bank
dated January 23, 2012 (incorporated by reference to Exhibit 10.10 to the Company’s Quarterly Report
on Form 10-Q filed with the Securities and Exchange Commission on February 8, 2012 (Commission
No. 001-16703)).

Amendment No. 7 to Loan and Security Agreement between the Company and Silicon Valley Bank
dated February 24, 2012 (incorporated by reference to Exhibit 10.1 to the Company’s Quarterly Report
on Form 10-Q filed with the Securities and Exchange Commission on May 10, 2012 (Commission

No. 001-16703)).

Amendment No. 8 to Loan and Security Agreement between the Company and Silicon Valley Bank
dated March 29, 2012 (incorporated by reference to Exhibit 10.2 to the Company’s Quarterly Repott on
Form 10-Q filed with the Securities and Exchange Commission on May 10, 2012 (Commission

No. 001-16703)).

Amendment No. 9 to Loan and Security Agreement between the Company and Silicon Valley Bank
dated April 16, 2012 (incorporated by reference to Exhibit 10.3 to the Company’s Quarterly Report on
Form 10-Q filed with the Securities and Exchange Commission on May 10, 2012 (Commission

No. 001-16703)).

Amendment No. 10 to Loan and Security Agreement between the Company and Silicon Valley Bank
dated May 4, 2012 (incorporated by reference to Exhibit 10.5 to the Company’s Quarterly Report on
Form 10-Q filed with the Securities and Exchange Commission on May 10, 2012 (Commission

No. 001-16703)).

Limited Waiver to Loan and Security Agreement dated February 1, 2011 (incorporated by reference to
Exhibit 10.1 to the Company’s Quarterly Report on Form 10-Q filed February 8, 2011).

Employment Offer Letter between the Company and Anne Brennan dated March 31, 2010 (incorporated
by reference to Exhibit 10.1 to the Company’s Quarterly Report on Form 10-Q filed with the Securities
and Exchange Commission on May 7, 2010 (Commission No. 001-16703)).

Employment Offer Letter between the Company and Kenneth D. Denman dated October 28, 2008
(incorporated by reference to Exhibit 10.24 to the Company’s Annual Report on Form 10-K filed with
the Securities and Exchange Commission on September 7, 2010 (Commission No. 001-16703)).
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Employment Offer Letter berween the Company and John Giere dated June 16, 2009 (incorporated by
reference to Exhibit 10.27 to the Company’s Annual Report on Form 10-K filed with the Securities and
Exchange Commission on September 7, 2010 (Commission No. 001-16703)).

Openwave Systems Inc. Amended and Restated Fiscal Year (FY) 2012 Executive Corporate Incentive
Plan (incorporated by reference to Exhibit 10.3 to the Company's Quarterly Report on Form 10-K filed
with the Securities and Exchange Commission on November 7, 2011 (Commission No. 001-16703)).

Separation Letter Agreement between the Company and Kenneth D. Denman dated September 9, 2011
(incorporated by reference to Exhibit 10.1 to the Company’s Quarterly Report on Form 10-Q filed with
the Securities and Exchange Commission on November 7, 2011 (Commission No. 001-16703)).

Employment Offer Letter between the Company and Michael C. Mulica dated October 3, 2011
(incorporated by reference to Exhibit 10.2 to the Company’s Quarterly Report on Form 10-Q filed with
the Securities and Exchange Commission on November 7, 2011 (Commission No. 001-16703)).

Form of Letter Agreement with Directors Resigning from the Board of Directors (incorporated by
reference to Exhibit 10.1 to the Company’s Current Report on Form 8-K filed with the Securities and
Exchange Commission on March 28, 2012 (Commission No. 001-16703)).

Employment Agreement between the Company and Timothy M. Robbins dated June 11, 2012
effective December 2011.

Employment Agreement between the Company and Daniel Mendez dated June 11, 2012 effective
December 2011.

Subsidiaries of the Company.

Consent of Independent Registered Public Accounting Firm.

Certification of the Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
Certification of the Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

Certifications of the Chief Executive Officer and Chief Financial Officer pursuant to 18 U.S.C. Section
1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

XBRL Instance Document

XBRL Taxonomy Extension Schema Document

XBRL Taxonomy Extension Calculation Linkbase Document
XBRL Taxonomy Extension Definition Linkbase Document
XBRL Taxonomy Extension Label Linkbase Document

XBRL Taxonomy Extension Presentation Linkbase Document

*  Indicates a management contract or compensatory plan or arrangement
*%  As permitted by Rule 405(a)(2) of Regulation S-T, XBRL Interactive Data files with detailed tagging will be
filed by amendment to this Annual Report on Form 10-K within 30 days of the filing date of this Annual

Report on Form 10-K.
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