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ITEM 1.01. ENTRY INTO A MATERIAL DEFINITIVE AGREEMENT.

Stock Purchase Agreement

On May 31, 2017, VirnetX Holding Corporation (the “Company”) entered into a Stock Purchase Agreement (the “Purchase Agreement”) with Public
Intelligence Technology Associates (“Investor”), kk (Japanese Corporation), pursuant to which the Company will issue and sell to Investor 5,494,505 shares
of Common Stock (the “Shares”) as promptly as practicable following the satisfaction or waiver of certain closing conditions, but in any case no later than
June 19, 2017, in a private placement pursuant to an exemption from registration provided by Section 4(a)(2) of the Securities Act of 1933, as amended (the
“Act”) for a total purchase price of approximately $20,000,000, or $3.64 per share.  The Purchase Agreement contained customary representations and
warranties by the parties.  The Company intends to use the net proceeds from the private placement primarily for general corporate purposes.
 

During the eighteen (18) month period following the date of the Purchase Agreement (the “Lockup Period”), the Company has an irrevocable and
exclusive option to repurchase any and all of the Shares acquired by Investor that have not otherwise been surrendered in the manner described below, at
prices set forth in a schedule set forth in the Purchase Agreement.

 
In addition, pursuant to the terms of the Purchase Agreement, the Company will make quarterly payments to Investor of a percentage of the revenues

described in the Purchase Agreement recognized from cash or cash equivalents received by Network Research Corporation Japan Ltd., the Company’s
Japanese subsidiary, from a Japanese company that is incorporated or otherwise created under the laws of Japan and is headquartered in Japan (a “Japanese
Company”) that is directly attributable to (i) patent license fees or royalties for licenses granted under the Company’s Japanese patents with respect to the
products and services of a Japanese Company sold in Japan, (ii) licensing of the Gabriel Collaboration Suite to a Japanese Company for end use in Japan, or
(iii) provision of other commercial services by the Company to a Japanese Company in Japan, such as the Company’s Secure Domain Name services (the
“Company Japan Revenues,” and each such payment, the “Priority Quarterly Revenue Share Payment”). Upon each Priority Quarterly Revenue Share
Payment made by the Company to Investor, the Shares purchased by Investor pursuant to the Purchase Agreement will be automatically surrendered for no
consideration in accordance with a schedule set forth in the Purchase Agreement. The Priority Quarterly Revenue Share Payments shall be made until the
earliest to occur of (i) when Investor no longer holds or owns any Shares acquired pursuant to the Purchase Agreement, (ii) when the Company has made
aggregate Priority Quarterly Revenue Share Payments equal to $20,000,000 pursuant to the Purchase Agreement or (iii) the end of the Lockup Period (the
“Priority Revenue Sharing Period”). The aggregate Priority Quarterly Revenue Share Payments made during the Priority Revenue Sharing Period shall not
exceed $20,000,000. After the Priority Revenue Sharing Period, the Company will continue to make quarterly payments to Investor pursuant to the terms of
the Revenue Sharing Agreement described below.
 

Upon the issuance and sale of the Shares, the Company and Investor will enter into a Stockholders Agreement (the “Stockholders Agreement”). The
Stockholders Agreement will contain specific obligations and agreements of Investor as owner of the Shares, including (a) customary standstill restrictions,
including restrictions on the acquisition of additional securities of the Company, through the date that is sixty (60) months after the date of the Stockholders
Agreement (unless earlier terminated), (b) restrictions on transferring the Shares during the Lockup Period without the consent of the Company, subject to
customary exceptions, (c) after the Lockup Period, restrictions on transferring the Shares to (i) any holder of more than 5% of the outstanding shares of the
Company’s common stock (after such transfer), (ii) any competitor of the Company or an officer, employee, director or more than 10% holder of a competitor
or (iii) specified entities listed in the Stockholders Agreement, (d) the grant by Investor of an irrevocable proxy to the Company whereby Investor appoints
the designated proxy holder as proxy and attorney-in-fact, to vote and act on behalf of Investor as such proxy holder deems advisable and in all cases in
accordance with the recommendations of the Company’s board of directors on any matters submitted to the Company’s stockholders and (e) for so long as
Investor owns more than one percent (1%) of the outstanding stock of the Company, Investor shall not directly or indirectly lend, offer, pledge, sell, contract
to sell, sell any option or contract to purchase, purchase any option or contract to sell, grant any option, right, or warrant to purchase, or otherwise transfer or
dispose of any shares of the Company’s common stock for period not to exceed 120 days following the completion of any underwritten public offering or
private placement of the Company’s equity securities, provided however that all directors and Section 16 officers shall be subject to the same restrictions.
 
Revenue Sharing Agreement

Concurrently with the Purchase Agreement, the Company and Investor also entered into a Revenue Sharing Agreement (the “Revenue Sharing
Agreement”). Under the Revenue Sharing Agreement, after the Priority Revenue Sharing Period (i) Investor shall make quarterly payments to the Company
equal to a percentage set forth in the Revenue Sharing Agreement of the worldwide revenues of Investor and its affiliates, including without limitation the
amounts received from the licensing or sale of any products, services or intellectual property rights or received in rent, returns and other distributions from
real estate and real estate investment trusts; and (ii) the Company shall make quarterly payments to Investors of a percentage set forth in the Revenue Sharing
Agreement of the Company Japan Revenues, such percentage payable under the Revenue Sharing Agreement is lower than the percentage payable during the
Priority Revenue Sharing Period under the Purchase Agreement. The Company’s payment obligations under the Revenue Sharing Agreement shall start only
after the end of its obligations to pay Priority Quarterly Revenue Share Payments under the Purchase Agreement.

Gabriel License Agreement

Concurrently with the Purchase Agreement, the Company and Investor also entered into a Gabriel License Agreement (the “Gabriel License
Agreement”) for the marketing and promotion of the Company’s products and services by Investor in Japan. Investor’s sole compensation for the services
provided under the Gabriel License Agreement are the payments made to Investor under the Revenue Sharing Agreement.

ITEM 3.02. UNREGISTERED SALES OF EQUITY SECURITIES.

The information contained in Item 1.01 above related to the Purchase Agreement is hereby incorporated by reference.

ITEM 5.07. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS.

(a)

The 2017 Annual Meeting of Stockholders (the “2017 Annual Meeting”) of VirnetX Holding Corporation (the “Company”) was held on June 1, 2017. Present
at the Annual Meeting in person or by proxy were holders of 45,085,685 shares of the Company’s common stock, representing 77.54% of the voting power of
the shares of the Company’s common stock as of April 7, 2017, the record date for the 2017 Annual Meeting, and constituting a quorum for the transaction of
business. The matters that were voted upon at the 2017 Annual Meeting, and the number of votes cast for, against or withheld, as well as the number of
abstentions and broker non-votes as to each such matter, where applicable, are set forth below.





 Votes For  Votes Withheld Broker Non-Votes
Kendall Larsen 16,580,904  1,547,026  26,957,755
      
Gary Feiner 15,654,027  2,473,903  26,957,755

(b)

At the 2017 Annual Meeting, the Company’s stockholders (i) elected the Company’s nominees for Class I directors; (ii) ratified the appointment of Farber
Hass Hurley LLP as the Company’s independent accounting firm for the fiscal year ending December 31, 2017; (iii) approved the amendment and restatement
of the Company’s 2013 Equity Incentive Plan; (iv) approved, on an advisory basis, the compensation of the Company’s named executive officers; and (v)
approved, on an advisory basis, a voting frequency of every three years on the compensation of the Company’s named executive officers.

Proposal 1: Election of two Class I directors to serve until the 2020 Annual Meeting of Stockholders:

________________________
 
Proposal 2: Ratification of the appointment of Farber Hass Hurley LLP as the Company’s independent registered public accountants for the fiscal
year ending December 31, 2017:

Votes For  Votes Against  Abstentions
42,147,517  1,820,048  1,118,120

Proposal 3: Approval of the amendment and restatement of the Company’s 2013 Equity Incentive Plan:

Votes For  Votes Against  Abstentions  Broker Non-Votes
14,155,494  3,480,269  492,167  26,957,755

Proposal 4: Advisory vote to approve the compensation of the Company’s named executive officers:

Votes For  Votes Against  Abstentions  Broker Non-Votes
12,323,081  5,643,712  161,137  26,957,755

Proposal 5: Advisory vote on the frequency of future advisory votes on the compensation of the Company’s named executive officers:

1 Year  2 Years  3 Years  Abstain  Broker Non-Votes
6,291,184  451,881  11,003,629  381,236  26,957,755

(c)

Consistent with the recommendation of the Company’s Board of Directors (the “Board”), the Company’s stockholders cast the highest number of votes for a
frequency of every three years for future advisory votes on executive compensation. In light of this vote and consistent with the previous recommendation of
the Board, the Board has determined to hold future advisory votes on executive compensation every three years, until the next vote on the frequency of
stockholder votes on executive compensation. The next required vote on the frequency of stockholder votes on executive compensation is expected to occur
no later than the Company’s annual meeting of stockholders in 2023.

ITEM 8.01. OTHER EVENTS

On June 1, 2017, the Company issued a press release announcing the transactions with Investor and related agreements. A copy of this press release
is filed as Exhibit 99.1 to this report and is incorporated herein by reference.

ITEM 9.01. FINANCIAL STATEMENTS AND EXHIBITS.

(d) Exhibits.

99.1 Press Release dated June 1, 2017.
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Chief Executive Officer
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Exhibit 99.1

VirnetX and Japanese Private Equity Alliance to Launch Gabriel Technologies in Japan

Partnership Gives VirnetX $20 Million Dollars in Expansion Capital

ZEPHYR COVE, Nevada, TOKYO, Japan, and Washington, D.C,– June 01, 2017 – VirnetX™ Holding Corporation (NYSE MKT: VHC), an Internet
security software and technology company, and Public Intelligence Technology Associates KK (PITA), a Japanese Private Equity and Strategic Consulting
alliance between a consortium of Japanese corporations and financial institutions, Atos, and Wirthlin Worldwide, A Dentons Innovation Group Partnership,
jointly announced today that they have entered into a five year, multifaceted definitive agreement to build a strategic alliance of 4G Service Providers,
Application Developers, Japanese Content Developers, Government Agencies and Enterprises around Gabriel Technologies. In addition to building this
strategic alliance in Japan, this agreement includes a revenue share agreement on all sales of Gabriel Collaboration Suite and other Gabriel products sold in
Japan. As a part of this agreement, PITA has agreed to purchase approximately twenty million dollars ($20,000,000) of shares of common stock from VirnetX
at an all-cash purchase price of $3.64 per share in a private placement transaction. VirnetX retains the option to repurchase these shares at a small premium.

“This is our first significant strategic alliance outside the U.S.,” said Kendall Larsen, VirnetX CEO and President. “It represents a massive opportunity for
Gabriel to be the leading provider of secure communications to the Japanese market. The revenue share agreement on all Gabriel sales in Japan has the
potential to be very profitable for the company and our shareholders.”

“We believe that our alliance with VirnetX creates a great market opportunity to address the growing need for secure communications in Japan in light of the
global demand to become more cyber-secure,” said Eriya Unten, PITA Executive Director. “The Gabriel Collaboration Suite will provide privacy and security
for Japanese corporations and government.’

“This is a perfect example of the right strategy and alliance coming together,” said Michael Silva,Managing Director at Wirthlin Worldwide International, A
Dentons Innovation Group Partnership. “We are excited to help assist VirnetX with their International expansion goals and strategies. This partnership
between VirnetX and PITA is a game-changer and creates significant market opportunities in Japan.”

About VirnetX Gabriel

The Gabriel Collaboration Suite™ is a set of easy to use, essential applications, that allow businesses and users to easily communicate and collaborate with
their peers in a secure, end-to-end encrypted environment. The essential applications include, Secure Mail, Secure Messaging, Secure Voice Call, Secure
Video Call, Secure Share & Sync and Secure Gateway Service, all accessible through an integrated and easy to use interface on mobile or desktop devices.
VirnetX’s Gabriel Secure Gateway Service allows users to configure and remotely access all their private network services, e.g. web cameras, home security
monitoring systems, or personal data storage (movies, photographs, etc.), without disclosing private network information or opening special ports that can
make them vulnerable to malicious hacking or attacks.

Built on top of the Gabriel Secure Communication Platform™, it uses VirnetX’s patented Gabriel Connection Technology™ to automatically performs user
authentication, cryptographic peer device authentication and security policy enforcement over an ‘invisible network’ created by using a unique virtual
encrypted secure communications infrastructure. For more information, please visit www.gabrielsecure.com



About VirnetX

VirnetX Holding Corporation is an Internet security software and technology company with patented technology for secure communications including 4G
LTE security. The Company’s software and technology solutions, including its secure domain name registry and Gabriel Connection Technology™, are
designed to facilitate secure communications and to create a secure environment for real-time communication applications such as instant messaging, VoIP,
smart phones, eReaders and video conferencing. The Company’s patent portfolio includes over 115 U.S. and international patents and over 50 pending
applications. For more information, please visit www.virnetx.com

About PITA KK

PITA (Public Intelligence Technology Associates KK) is a strategic alliance between a consortium of Japanese corporations and financial institutions, Atos,
and Wirthin Worldwide, A Dentons Innovation Group Partnership. The global reach of Atos and Wirthlin Worldwide – combined to include 200 offices in
over 60 countries – provide a conduit of exclusive projects, technologies and patents for execution through the existing PITA government and private sector
network in Japan.

Forward Looking Statements

Statements in this press release that are not statements of historical or current fact, including statements regarding the strength of VirnetX’s intellectual
property, constitute “forward-looking statements” within the meaning of the Private Securities Litigation Reform Act of 1995. Such forward-looking
statements are based on expectations, estimates and projections about the markets in which the Company operates, management’s beliefs, and certain
assumptions made by management and involve known and unknown risks, uncertainties and other unknown factors that could cause the actual results of the
Company to be materially different from the historical results or from any future results expressed or implied by such forward-looking statements, including
but not limited to (1) the outcome of any legal proceedings that have been or may be initiated by the Company or that may be initiated against the Company;,
including pending and future inter partes review proceedings in the Patent and Trademark Office (2) the ability to capitalize on the Company’s patent
portfolio and generate licensing fees and revenues; (3) the ability of the Company to be successful in entering into licensing relationships with its targeted
customers on commercially acceptable terms; (4) potential challenges to the validity of the Company’s patents underlying its licensing opportunities; (5) the
ability of the Company to achieve widespread customer adoption of the Company’s Gabriel Communication Technology™ and its secure domain name
registry; (6) the level of adoption of the 3GPP Series 33 security specifications; (7) whether or not the Company’s patents or patent applications may be
determined to be or become essential to any standards or specifications in the 3GPP LTE, SAE project or otherwise; (8) the extent to which specifications
relating to any of the Company’s patents or patent applications may be adopted as a final standard, if at all; and (9) the possibility that Company may be
adversely affected by other economic, business, and/or competitive factors. In addition to statements which explicitly describe such risks and uncertainties,
readers are urged to consider statements labeled with the terms “believes,” “belief,” “expects,” “intends,” “anticipates,” or “plans” to be uncertain and
forward-looking. The forward-looking statements contained herein are also subject generally to other risks and uncertainties that are described from time to
time in the Company’s reports and registration statements filed with the Securities and Exchange Commission, including those under the heading “Risk
Factors” in Company’s Annual Report on Form 10-K filed on March 16, 2017 and Quarterly Report on Form 10-Q filed with the SEC on May 8, 2017. Many
of the factors that will determine the outcome of the subject matter of this press release are beyond the Company’s ability to control or predict. Except as
required by law, the Company is under no duty to update any of the forward-looking statements after the date of this press release to conform to actual results.

Contact:
 
Investor Relations
VirnetX Holding Corporation
775.548.1785
ir@virnetx.com

VirnetX, Gabriel Collaboration Suite, Gabriel Secure Communications Platform and GABRIEL Connection Technology are trademarks of VirnetX Holding
Corporation. Other company and product names may be trademarks of their respective owners.
 
 


