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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

SCHEDULE 14C
Amendment No. 1
Information Statement Pursuant to Section 14(c)
of the Securities Exchange Act of 1934
Check the appropriate box:
☑ Preliminary Information Statement
o Confidential, for Use of the Commission Only (as permitted by Rule 14c-5(d)(2))
o Definitive Information Statement
VirnetX Holding Corporation (formerly, PASW, Inc.)
(Name of Registrant As Specified In Its Charter)
Payment of Filing Fee (Check the appropriate box):
☑ No fee required
o Fee computed on table below per Exchange Act Rules 14c-5(g) and 0-11
(1) Title of each class of securities to which transaction applies:
(2) Aggregate number of securities to which transaction applies:
(3) Per unit price or other underlying value of transaction computed pursuant to Exchange Act Rule 0-11 (set forth the amount on
which the filing fee is calculated and state how it was determined):
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o
o

Fee paid previously with preliminary materials.
Check box if any part of the fee is offset as provided by Exchange Act Rule 0-11(a)(2) and identify the filing for which the
offsetting fee was paid previously. Identify the previous filing by registration statement number, or the Form or Schedule and
the date of its filing.
(1) Amount Previously Paid:
(2) Form, Schedule or Registration Statement No.:
(3) Filing Party:
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PRELIMINARY COPY
VIRNETX HOLDING CORPORATION
(FORMERLY, PASW, INC.)
5615 Scotts Valley Drive, Suite 110
Scotts Valley, California 95066
(831) 438-8200
Notice of Action by Written Consent
of a
Majority of the Outstanding Common Shares
Taken on October 19, 2007
To the Stockholders of VirnetX Holding Corporation (formerly, PASW, Inc.):
Notice is hereby given that the holders of a majority of the outstanding shares of VirnetX Holding Corporation (formerly, PASW, Inc.), a Delaware
corporation (the “Company”), have acted by written consent to approve an amendment and restatement of the Company’s Certificate of Incorporation and
Bylaws to implement:
•

a name change from PASW, Inc. to VirnetX Holding Corporation;

•

a 1 for 3 reverse stock split; and

•

various protective provisions, including a staggered board, the elimination of stockholder actions by written consent and adding a super majority
requirement for stockholders to amend the Bylaws.

Only stockholders of record at the close of business on October 19, 2007 are being given Notice of the Action by Written Consent. The Company is not
soliciting proxies.
By Order of the Board of Directors
/s/ Kendall Larsen
Kendall Larsen
Chief Executive Officer
WE ARE NOT ASKING YOU FOR A PROXY
AND
YOU ARE REQUESTED NOT TO SEND US A PROXY.
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PRELIMINARY COPY
VIRNETX HOLDING CORPORATION
(FORMERLY, PASW, INC.)
5615 Scotts Valley Drive, Suite 110
Scotts Valley, California 95066
(831) 438-8200
INFORMATION STATEMENT
ACTION BY THE HOLDERS OF A MAJORITY OF SHARES
This Information Statement is furnished to all holders of shares of VirnetX Holding Corporation (formerly, PASW, Inc.), a Delaware corporation (the
“Company”), in connection with the action by the holders of a majority of the Company’s issued and outstanding shares by written consent to approve an
amendment and restatement of the Company’s Certificate of Incorporation and Bylaws to implement:
•

a name change from PASW, Inc. to VirnetX Holding Corporation;

•

a 1 for 3 reverse stock split; and

•

various protective provisions, including a staggered board, the elimination of stockholder actions by written consent and adding a super majority
requirement for stockholders to amend the Bylaws.

The holders of a majority of the Company’s shares acted on October 19, 2007. This Information Statement is first being mailed to stockholders on or about
November ___, 2007.
Only stockholders of record at the close of business on October 19, 2007 are entitled to notice of the action taken. There will be no vote by the
stockholders of the Company on the amendments to the Certificate of Incorporation and Bylaws because the amendments have already been approved by the
written consent of the holders of a majority of the shares of the Company as allowed by Section 228 of the Delaware General Corporation Law. At
October 19, 2007, the Company had outstanding 93,651,595 shares, no par value, each of which was entitled to one vote.
The Company’s Amended and Restated Certificate of Incorporation became effective upon filing with the Secretary of State of Delaware on October 29,
2007. The Company’s Amended and Restated Bylaws became effective concurrently with the filing of the Certificate of Incorporation in Delaware. The
reasons for the amendments are described in more detail in this Information Statement.
WE ARE NOT ASKING YOU FOR A PROXY
AND
YOU ARE REQUESTED NOT TO SEND US A PROXY.
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SUMMARY
VirnetX Holding Corporation (formerly, PASW, Inc.) is a Delaware corporation with one class of shares outstanding. The Company’s Board of Directors
has recommended, and the holders of a majority of the Company’s outstanding shares have approved, the amendment and restatement of the Company’s
Certificate of Incorporation and Bylaws. The purpose of the amendments are to effect (i) a name change from PASW, Inc. to VirnetX Holding Corporation,
(ii) a 1 for 3 reverse stock split, and (iii) various protective provisions, including a staggered board, the elimination of stockholder actions by written consent
and adding a super majority requirement for stockholders to amend the Bylaws. The Delaware General Corporation Law permits the holders of a majority of a
Delaware corporation’s outstanding shares to approve amendments to the corporation’s Certificate of Incorporation and Bylaws by written consent, and the
holders of a majority of the Company’s shares have approved the amendments and restatements of the Company’s Certificate of Incorporation and Bylaws.
The principal executive offices of the Company are located at 5615 Scotts Valley Drive, Suite 110, Scotts Valley, California 95066, and the telephone number
of the Company is (831) 438-8200.
WE ARE NOT ASKING YOU FOR A PROXY
AND
YOU ARE REQUESTED NOT TO SEND US A PROXY.
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INTRODUCTION
For the reasons set forth below, the Board of Directors believes that it is in the best interests of the Company and its stockholders to amend and restate the
Company’s Certificate of Incorporation and Bylaws to implement:
•

a name change from PASW, Inc. to VirnetX Holding Corporation;

•

a 1 for 3 reverse stock split; and

•

various protective provisions, including a staggered board, the elimination of stockholder actions by written consent and adding a super majority
requirement for stockholders to amend the Bylaws.

The Company’s Amended and Restated Certificate of Incorporation became effective upon filing with the Secretary of State of Delaware on October 29,
2007. The Company’s Amended and Restated Bylaws became effective concurrently with the filing of the Certificate of Incorporation in Delaware.
The Amended and Restated Certificate of Incorporation is attached hereto as Appendix A (the “Restated Certificate”) and the Amended and Restated
Bylaws are attached hereto as Appendix B (the “Restated Bylaws”).
IT WILL NOT BE NECESSARY FOR STOCKHOLDERS TO EXCHANGE THEIR EXISTING STOCK CERTIFICATES FOR STOCK
CERTIFICATES OF VIRNETX HOLDING CORPORATION.
However, stockholders may exchange their certificates if they so choose. Any stockholder desiring new stock certificates representing common stock of
VirnetX Holding Corporation after the name change and reverse stock split may submit their existing stock certificates to the Company’s transfer agent,
Corporate Stock Transfer, 3200 Cherry Creek South Drive, Suite 430, Denver, Colorado 80209. Prior to the name change and reverse stock split, the shares of
PASW, Inc. were quoted on the OTC Bulletin Board under the symbol “PASW.” Following the name change and reverse stock split, the shares of VirnetX
Holding Corporation are quoted on the OTC Bulletin Board under the symbol “VNXH.”
Under Delaware law, the affirmative vote of a majority of the outstanding shares of the Company is required for approval of the Restated Certificate. The
Restated Certificate and Restated Bylaws have been unanimously approved by the Company’s Board of Directors. Stockholders of the Company are not being
requested to consider and approve the amendments to the Certificate of Incorporation at a stockholder’s meeting and will not vote on the proposal because it
has already been approved by the holders of more than a majority of the shares of the Company pursuant to Section 228 of the Delaware General Corporation
Law, which allows for stockholder action without notice and a meeting. No vote of holders of outstanding shares of the Company, other than those
stockholders who have already approved the action, is necessary for approval
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of the Restated Certificate. In addition, a majority of the outstanding shares of the Company also approved the Restated Bylaws to be effective concurrently
with the filing of the Restated Certificate in Delaware.
The Restated Certificate became effective on October 29, 2007 (the “Effective Date”).
The discussion set forth below is qualified in its entirety by reference to the Restated Certificate and Restated Bylaws, copies of which are attached as
Appendix A and Appendix B, respectively.
PRINCIPAL REASONS FOR THE PROTECTIVE PROVISIONS
The principal reason for creating a staggered board and adopting the various other protective provisions described herein is to provide the appropriate
safeguards to enable the Company’s Board of Directors to act in the best interests of the stockholders in the event of any unsolicited takeover attempt. The
protective provisions were NOT proposed in order to prevent an unsolicited takeover attempt, and the Board of Directors is not aware of any present
unsolicited attempt by any person to acquire control of the Company, obtain representation on the Board of Directors or take any action that would materially
affect the governance of the Company.
The Company has, however, filed a patent infringement lawsuit against Microsoft Corporation, which has the resources to commence a hostile takeover
bid in order to end the litigation. In addition, the Company may initiate litigation with other third parties in the future. It is critical to the Company’s litigation
strategy to guard against a hostile takeover by one of its litigation opponents that is designed to end the litigation without adequate compensation to the
Company and its stockholders.
EFFECTS OF THE PROTECTIVE PROVISIONS
Concurrently with the name change and the reverse stock split, the Company added various protective provisions to its Certificate of Incorporation and
Bylaws. Effective upon the filing of the Restated Certificate in Delaware, the Company adopted the following protective provisions:
•

a staggered board of directors

•

elimination of stockholder actions by written consent

•

super majority requirement for stockholder amendments to the bylaws

Staggered Board
Article VII of the Restated Certificate provides that on or prior to the date on which the Company first provides notice of its next annual meeting of the
stockholders, the Company’s Board of Directors shall divide into three classes, as nearly equal in number as reasonably possible, designated Class I, Class II
and Class III, respectively.
2
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The Board will determine which directors are in each class. The Class I directors’ initial term will expire at the next annual meeting of the stockholders,
expected to be held in 2008, and the Class I directors elected at that meeting will have a term of three years. The Class II directors’ initial term will expire at
the annual meeting following the next, expected to be held in 2009, and the Class II directors elected at that meeting will have a term of three years. The
Class III directors’ initial term will expire at the next annual meeting thereafter, expected to be held in 2010, and the Class III directors’ elected at that
meeting will have a term of three years. At each annual meeting thereafter, a single class will be elected and each elected class will have a three year term.
A staggered board means that only one or two directors (since the Company has a five person Board) will be up for election at any given annual meeting.
This has the effect of delaying the ability of the stockholders to effect a change in control of the Board since it will take two annual meetings to effectively
replace at least three directors which represents the majority of the Board. This structural change will affect every election of directors going forward and may
have the effect of making it more difficult and take longer to replace one or more directors who are not performing adequately.
No Stockholder Action by Written Consent
Article IX of the Restated Certificate provides that no action shall be taken by the stockholders by written consent. This has the effect of eliminating the
ability of a stockholder or group of stockholders representing a majority of the outstanding shares to take actions rapidly and without prior notice to the
Company or the minority stockholders. Although this eliminates some of the flexibility that the Company will have to act rapidly, this was deemed an
important safeguard to ensure that future actions by the stockholders will be done in a meeting of the stockholders with prior notice and an opportunity to be
present. This provision will give the Company more time to react to proposed stockholder actions.
Supermajority Requirement to Amend Bylaws
Article XI(A) of the Restated Certificate provides that the Company’s Bylaws may be altered or amended or new Bylaws adopted by the affirmative vote
of at least 66 2/3% of the outstanding shares. Prior to the amendment, the Company’s Certificate of Incorporation permitted the Bylaws to be amended by
holders of a simple majority of the shares outstanding. Therefore, the supermajority provision will require a substantially greater vote of the stockholders to
pass any amendments to the Company’s Bylaws in the future.
In addition to the foregoing newly adopted protective provisions, the Company has the following additional protective provisions currently in place:
Blank Check Preferred Stock
Our Board of Directors has the authority to establish the rights, preferences and privileges of our 10,000,000 authorized but unissued shares of preferred
stock. Therefore, this stock may be issued at the discretion of our Board of Directors with
3
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preferences over your shares of common stock in a manner that is materially dilutive to exiting stockholders. In addition, blank check preferred stock can be
used to create a “poison pill” which is designed to deter a hostile bidder from buying a controlling interest in our stock without the approval of our Board of
Directors. We have not adopted such a “poison pill,” but our Board of Directors will have the ability to do so in the future very rapidly and without
stockholder approval.
Advance Notice Requirements for Director Nominations and for New Business to be Brought up at Stockholder Meetings
Stockholders wishing to submit director nominations or raise matters to a vote of the stockholders must provide notice to us within very specific date
windows in order to have the matter voted on at the meeting. This has the effect of giving our Board of Directors and management more time to react to
stockholder proposals generally and could also have the effect of delaying a stockholder proposal to a subsequent meeting to the extent such proposal is not
raised in a timely manner for an upcoming meeting.
Elimination of the Ability of Stockholders to Call a Special Meeting of the Stockholders
Only the Board of Directors or management can call special meetings of the stockholders. This could mean that stockholders, even those who represent a
significant block of shares, may need to wait for the annual meeting before nominating directors or raising other business proposals to be voted on by the
stockholders.
Elimination of Cumulative Voting
When the Company reincorporated from California to Delaware, one of the effects was that the new Delaware Certificate of Incorporation was permitted
to, and did, eliminate cumulative voting by stockholders. Cumulative voting means that a voting block that may represent less than a majority of the shares
voting may be able to elect one or more directors constituting less than a majority of the directors up for election. Without cumulative voting in place, the
majority of shares present and voting will elect all of the directors up for election at a given meeting. The effect of removing cumulative voting is to reduce
the likelihood that an insurgent stockholder can gain any board seats at all without controlling a majority of the votes at an election.
The over-all effects of the adoption of the new protective provisions, especially in conjunction with the existing protective provisions is to render more
difficult or to discourage a merger, tender offer or proxy context, the assumption of control by a holder of a large block of the Company’s securities and the
removal of incumbent management. The protective provisions could make the accomplishment of a given transaction more difficult even if it is favorable to
the interests of stockholders. They could have the effect of making it more difficult to remove management even if that would be beneficial to the
stockholders. The protective provisions could also limit stockholder participation in certain transactions such as mergers or tender offers whether or not such
transactions are favored by incumbent management. These protective provisions may be beneficial to
4
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management in a hostile tender offer and have an adverse impact on stockholders who want to participate in such a tender offer.
On the other hand, these protective provisions are being put in place to help ensure that the Company’s Board of Directors is able to effectively negotiate
with any would be hostile bidder by taking away the threat that such bidder could go directly to the stockholders with their offer. This is especially important
to the Company in light of its litigation strategy generally and its existing litigation against Microsoft in particular.
PRINCIPAL REASONS FOR THE NAME CHANGE AND STOCK SPLIT
The principal reason for the name change is to reflect the fact that the Company’s primary operating subsidiary is VirnetX, Inc. which became a wholly
owned subsidiary of the Company in a merger transaction that closed on July 5, 2007.
The principal reasons for the reverse stock split are to normalize the Company’s capitalization so that the total number of its shares outstanding are more
comparable to other similarly situated public companies and to increase the price per share of the Company’s stock as listed on the OTC Bulletin Board in
order to permit the Company to meet the higher per share trading price requirements for listing on the NASDAQ Capital Market or the American Stock
Exchange.
EFFECTS OF THE NAME CHANGE AND REVERSE STOCK SPLIT
The Company set October 29, 2007, after close of business, as the record date and time for purposes of both a name change and a 1 for 3 reverse split. The
Company’s shares opened for trading with a new ticker symbol, “VNXH” on the morning of Tuesday, October 30, 2007 on a split-adjusted basis. This splitadjusted price per share should not be viewed as a market driven increase in the company’s stock price, or as any indication of a change in intrinsic value, but
rather as a purely administrative adjustment to reflect the fact that there are fewer shares outstanding as a result of the reverse stock split. The total market
value of the company’s aggregate common stock outstanding remains constant from the closing price pre-split to the adjusted opening price post-split even
though the split-adjusted per share price changes materially, because the number of shares outstanding is reduced by a factor of three as a result of the split.
The Company’s authorized shares prior to the split were 200,000,000 shares of common stock and 10,000, 000 shares of preferred stock, each with a par
value of $0.00001 per share. The Company’s authorized shares after the split were adjusted to be 100,000,000 shares of common stock and 10,000,000 shares
of preferred stock, each with a par value of $0.0001 per share. These numbers were, therefore, effectively amended by virtue of the filing of the Restated
Certificate since they were not proportionately adjusted by the 1 for 3 reverse stock split.
5
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INTEREST OF CERTAIN PERSONS IN OR
OPPOSITION TO MATTERS TO BE ACTED UPON
No person who has been a director or officer of the Company at any time since the beginning of the last fiscal year, nominee for election as a director of
the Company, nor associate of the foregoing persons has any substantial interest, direct or indirect, in the Company’s Restated Certificate or Restated Bylaws
that differs from that of other stockholders of the Company. No director of the Company opposed the Restated Certificate or Restated Bylaws.
VOTING SECURITIES AND PRINCIPAL HOLDERS THEREOF
The following table sets forth certain information as of October 31, 2007 (on a post-split basis) with respect to the beneficial ownership of the shares of the
Company by each person known to the Company to own beneficially more than 5% of the Company’s outstanding shares, each of the Company’s directors
and executive officers, and the directors and executive officers as a group. The percentages shown are based on 31,217,198 shares of common shares
outstanding as of October 31, 2007.
The number of shares beneficially owned by each 5% stockholder, director, or executive officer is determined under rules of the SEC. Under such rules,
beneficial ownership includes any shares as to which the individual or entity has sole or shared voting power or investment power and also includes any
shares which the individual or entity has the right to acquire within 60 days through the exercise of share options, and any reference in the footnotes to this
table to shares subject to share options refers only to share options that are so exercisable. For purposes of computing the percentage of outstanding shares
held by each person or entity, any shares which that person or entity has the right to acquire within 60 days are deemed to be outstanding but are not deemed
to be outstanding for the purpose of computing the percentage ownership of any other person. Unless otherwise indicated, each person or entity has sole
investment and voting power (or shares such power with his or her spouse) with respect to the shares set forth in the following table. The inclusion herein of
any shares deemed beneficially owned does not constitute an admission of beneficial ownership of those shares. Unless otherwise indicated, the address for
each person below is: 5615 Scotts Valley Drive, Suite 110, Scotts Valley, California 95066.
6
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Name and Address of
Beneficial Owner

Number of Shares
Beneficially
Owned(1)

5% or Greater
Stockholders:
Gregory H. Bailey
4 A Chesham Street
London, United
Kingdom
SW1X8DT

Percent of Class(2)

2,275,075

7.3%

Kendall Larsen

8,344,708

(3)

26.7%

Robert M. Levande
8 East 67 Street
New York, New York
10021

2,084,101

(4)

6.7%

Blue Screen LLC
7663 Fisher Island Drive
Miami, Florida
33109

1,788,463

(5)

5.7%

Christopher A. Marlett
420 Wilshire Boulevard,
Suite 1020
Santa Monica,
California
90401

2,111,933

(6)

6.7%

San Gabriel Fund, LLC
4 Richland Place
Pasadena, California
91103

1,600,000

(7)

5.1%

8,344,708
435,856
166
0
41,516
0
8,822,246

(3)
(8)

26.7%
1.4%
*
*
*
*
28.1%

Directors and Executive
Officers:
Kendall Larsen
Edmund C. Munger
William E. Sliney
Thomas M. O’Brien
Michael F. Angelo
Scott C. Taylor
All directors and
executive officers as a
group (6 persons):
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(1) Beneficial ownership is determined in accordance with the rules of the SEC and generally includes voting or investment power with respect to securities. Shares of common stock subject to
options and warrants which are exercisable or convertible at or within 60 days of October 31, 2007 are deemed outstanding for computing the percentage of the person holding such option or
warrant but are not deemed outstanding for computing the percentage of any other person. The indication herein that shares are beneficially owned is not an admission on the part of the listed
stockholder that he, she or it is or will be a direct or indirect beneficial owner of those shares.
(2) Based upon 31,217,198 shares of common stock issued and outstanding.
(3) Includes 41,516 shares issuable pursuant to options exercisable within 60 days.
(4) Includes 207,580 shares held by the Arthur Brown Trust FBO Carolyn Brown Levande.
(5) Includes 130,893 shares held by Benjamin Lewin directly.
(6) Includes 119,167 shares issuable pursuant to warrants directly held by Christopher A. Marlett exercisable within 60 days and 1,992,766 shares held by the Christopher A. Marlett Living Trust.
(7) Justin Yorke has sole voting and investment authority over the shares held by San Gabriel Fund, LLC and Mr. Yorke also has sole voting and investment authority over an additional 1,200,000
shares of common stock of PASW, Inc. held by JMW Fund, Inc.
(8) Includes 367,589 shares issuable pursuant to options exercisable within 60 days.
(*) Less than 1%.

Under Delaware law, the affirmative vote of holders of a majority of the outstanding shares of the Company’s common stock is required for approval of
the Restated Certificate. The Restated Certificate and the Restated Bylaws have been approved by the Company’s Board of Directors and by holders of a
majority of the outstanding shares of the Company’s common stock. The Restated Certificate was filed with the Secretary of State of Delaware and became
effective as of October 29, 2007. The Restated Bylaws became effective concurrently with the filing of the Restated Certificate in Delaware.
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Appendix A
AMENDED AND RESTATED
CERTIFICATE OF INCORPORATION
OF
PASW, INC.
The undersigned, Kendall Larsen and Lowell D. Ness, hereby certify that:
1. They are the duly elected and acting President and Secretary, respectively, of PASW, Inc., a Delaware corporation.
2. The Certificate of Incorporation of this corporation was originally filed with the Secretary of State of Delaware on March 30, 2007.
3. The Certificate of Incorporation of this corporation shall be amended and restated to read in full as follows:
ARTICLE I
The name of this corporation is VirnetX Holding Corporation (the “Corporation”).
ARTICLE II
The address of the Corporation’s registered office in the State of Delaware is 2711 Centerville Road, Suite 400, Wilmington, County of New Castle,
19808. The name of its registered agent at such address is Corporation Service Company.
ARTICLE III
The purpose of the Corporation is to engage in any lawful act or activity for which corporations may be organized under the General Corporation Law of
Delaware.
ARTICLE IV
Upon the effective date of the filing of this Amended and Restated Certificate of Incorporation (this “Restated Certificate”), each set of three (3) shares of
the Corporation’s then outstanding Common Stock shall be converted into one (1) share of the Corporation’s Common Stock (the “Stock Split”), with
fractional shares rounded to the nearest whole share. All share amounts, amounts per share and the per share numbers set forth in this Restated Certificate
have been appropriately adjusted to reflect the Stock Split.
ARTICLE V
(A) The Corporation is authorized to issue two classes of stock to be designated, respectively, “Common Stock” and “Preferred Stock.” The total number
of shares which the Corporation is authorized to issue is 110,000,000 shares, each with a par value of $0.0001 per

Table of Contents

share. 100,000,000 shares shall be Common Stock and 10,000,000 shares shall be Preferred Stock.
(B) The Preferred Stock may be issued from time to time in one or more series. The Board of Directors is hereby authorized, by filing a certificate
pursuant to the applicable law of the state of Delaware and within the limitations and restrictions stated in this Certificate of Incorporation, to determine or
alter the rights, preferences, privileges and restrictions granted to or imposed upon any wholly unissued series of Preferred Stock and the number of shares
constituting any such series and the designation thereof, or any of them; and to increase or decrease the number of shares of any series subsequent to the
issuance of shares of that series, but not below the number of shares of such series then outstanding. In case the number of shares of any series shall be so
decreased, the shares constituting such decrease shall resume the status which they had prior to the adoption of the resolution originally fixing the number of
shares of such series.
ARTICLE VI
The number of directors of the Corporation shall be fixed from time to time by a bylaw or amendment thereof duly adopted by the Board of Directors.
ARTICLE VII
On or prior to the date on which the Corporation first provides notice of an annual meeting of the stockholders, the Board of Directors of the Corporation
shall divide the directors into three classes, as nearly equal in number as reasonably possible, designated Class I, Class II and Class III, respectively. Directors
shall be assigned to each class in accordance with a resolution or resolutions adopted by the Board of Directors. At the first annual meeting of stockholders or
any special meeting in lieu thereof, the terms of the Class I directors shall expire and Class I directors shall be elected for a full term of three years. At the
second annual meeting of stockholders or any special meeting in lieu thereof, the terms of the Class II directors shall expire and Class II directors shall be
elected for a full term of three years. At the third annual meeting of stockholders or any special meeting in lieu thereof, the terms of the Class III directors
shall expire and Class III directors shall be elected for a full term of three years. At each succeeding annual meeting of stockholders or special meeting in lieu
thereof, directors elected to succeed the directors of the class whose terms expire at such meeting shall be elected for a full term of three years.
Notwithstanding the foregoing provisions of this Article VII, each director shall serve until his or her successor is duly elected and qualified or until his or
her death, resignation, or removal. No decrease in the number of directors constituting the Board of Directors shall shorten the term of any incumbent
director.
Any vacancies on the Board of Directors resulting from death, resignation, disqualification, removal, or other causes shall be filled by either (i) the
affirmative vote of the holders of a majority of the voting power of the then-outstanding shares of voting stock of the Corporation entitled to vote generally in
the election of directors (the “Voting Stock”) voting together as a single class; or (ii) by the affirmative vote of a majority of the remaining directors
2
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then in office, even though less than a quorum of the Board of Directors. Subject to the rights of any series of Preferred Stock then outstanding, newly created
directorships resulting from any increase in the number of directors shall, unless the Board of Directors determines by resolution that any such newly created
directorship shall be filled by the stockholders, be filled only by the affirmative vote of the directors then in office, even though less than a quorum of the
Board of Directors, or by a sole remaining director. Any director elected in accordance with the preceding sentence shall hold office for the remainder of the
full term of the class of directors in which the new directorship was created or the vacancy occurred and until such director’s successor shall have been
elected and qualified. Any director, or the entire Board of Directors, may be removed from office, with or without cause, by the holders of a majority of the
Voting Stock.
ARTICLE VIII
In the election of directors, each holder of shares of any class or series of capital stock of the Corporation shall be entitled to one vote for each share held.
No stockholder will be permitted to cumulate votes at any election of directors.
ARTICLE IX
No action shall be taken by the stockholders of the Corporation other than at an annual or special meeting of the stockholders, upon due notice and in
accordance with the provisions of the Bylaws of the Corporation (the “Bylaws”), and no action shall be taken by the stockholders by written consent.
ARTICLE X
The Corporation reserves the right to amend, alter, change or repeal any provision contained in this Certificate of Incorporation, in the manner now or
hereafter prescribed by statute, and all rights conferred upon stockholders herein are granted subject to this reservation.
ARTICLE XI
(A) Except as otherwise provided in the Bylaws, the Bylaws may be altered or amended or new Bylaws adopted by the affirmative vote of at least 66 2/3%
of all of the then-outstanding shares of the voting stock of the Corporation entitled to vote. The Board of Directors of the Corporation is expressly authorized
to adopt, amend or repeal Bylaws.
(B) The directors of the Corporation need not be elected by written ballot unless the Bylaws so provide.
(C) Advance notice of stockholder nominations for the election of directors or of business to be brought by the stockholders before any meeting of the
stockholders of the Corporation shall be given in the manner provided in the Bylaws.
ARTICLE XII
Meetings of stockholders may be held within or without the State of Delaware, as the Bylaws may provide. The books of the Corporation may be kept
(subject to any provision
3
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contained in the statutes) outside the State of Delaware at such place or places as may be designated from time to time by the Board of Directors or in the
bylaws of the Corporation.
ARTICLE XIII
The Corporation shall have perpetual existence.
ARTICLE XIV
(A) To the fullest extent permitted by the General Corporation Law of Delaware, as the same may be amended from time to time (the “DGCL”), a director
of the Corporation shall not be personally liable to the Corporation or its stockholders for monetary damages for breach of fiduciary duty as a director. If the
General Corporation Law of Delaware is hereafter amended to authorize, with the approval of a corporation’s stockholders, further reductions in the liability
of a corporation’s directors for breach of fiduciary duty, then a director of the Corporation shall not be liable for any such breach to the fullest extent
permitted by the DGCL.
(B) Any repeal or modification of the foregoing provisions of this Article XIV shall not adversely affect any right or protection of a director of the
Corporation with respect to any acts or omissions of such director occurring prior to such repeal or modification.
ARTICLE XV
(A) To the fullest extent permitted by applicable law, the Corporation is also authorized to provide indemnification of (and advancement of expenses to)
such agents (and any other persons to which Delaware law permits the Corporation to provide indemnification) through Bylaw provisions, agreements with
such agents or other persons, vote of stockholders or disinterested directors or otherwise, in excess of the indemnification and advancement otherwise
permitted by Section 145 of the General Corporation Law of Delaware, subject only to limits created by applicable Delaware law (statutory or non-statutory),
with respect to actions for breach of duty to a corporation, its stockholders, and others.
(B) Any repeal or modification of any of the foregoing provisions of this Article XV shall not adversely affect any right or protection of a director, officer,
agent or other person existing at the time of, or increase the liability of any director of the Corporation with respect to any acts or omissions of such director,
officer or agent occurring prior to such repeal or modification.”
***
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The foregoing Amended and Restated Certificate of Incorporation has been duly adopted by this Corporation’s Board of Directors and stockholders in
accordance with the applicable provisions of Section 228, 242 and 245 of the General Corporation Law of the State of Delaware.
Executed at Menlo Park, on the 29th day of October, 2007.
/s/ Kendall Larsen
Kendall Larsen, President

/s/ Lowell D. Ness
Lowell D. Ness, Secretary
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BYLAWS
OF
VIRNETX HOLDING CORPORATION
(FORMERLY PASW, INC.)
ARTICLE I
CORPORATE OFFICES
1.1 REGISTERED OFFICE.
The address of the Corporation’s registered office in the State of Delaware is 2711 Centerville Road, Suite 400, Wilmington, County of New Castle.
The name of its registered agent at such address is Corporation Service Company.
1.2 OTHER OFFICES.
The Board of Directors may at any time establish other offices at any place or places where the Corporation is qualified to do business.
ARTICLE II
MEETINGS OF STOCKHOLDERS
2.1 PLACE OF MEETINGS.
Meetings of stockholders shall be held at any place, within or outside the State of Delaware, designated by the Board of Directors. In the absence of any
such designation, stockholders’ meetings shall be held at the registered office of the Corporation.
2.2 ANNUAL MEETING.
(a) The annual meeting of stockholders shall be held each year on a date and at a time designated by resolution of the Board of Directors. At the
meeting, directors shall be elected and any other proper business may be transacted.
(b) Nominations of persons for election to the Board of Directors of the Corporation and the proposal of business to be transacted by the stockholders
may be made at an annual meeting of stockholders (i) pursuant to the Corporation’s notice with respect to such meeting, (ii) by or at the direction of the Board
of Directors or (iii) by any stockholder of the Corporation who was a stockholder of record at the time of giving of the notice provided for in this Section 2.2,
who is entitled to vote at the meeting and who has complied with the notice procedures set forth in this Section 2.2.
(c) For nominations or other business to be properly brought before an annual meeting by a stockholder pursuant to clause (iii) of paragraph (b) of this
Section 2.2, the stockholder must have given timely notice thereof in writing to the secretary of the
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Corporation, as provided in Section 2.5, and such business must be a proper matter for stockholder action under the General Corporation Law of Delaware.
(d) Only such business shall be conducted at an annual meeting of stockholders as shall have been brought before the meeting in accordance with the
procedures set forth in these Bylaws. The chairman of the meeting shall determine whether a nomination or any business proposed to be transacted by the
stockholders has been properly brought before the meeting and, if any proposed nomination or business has not been properly brought before the meeting, the
chairman shall declare that such proposed business or nomination shall not be presented for stockholder action at the meeting.
(e) For purposes of this Section 2.2, “public announcement” shall mean disclosure in a press release reported by the Dow Jones News Service,
Associated Press or a comparable national news service.
(f) Nothing in this Section 2.2 shall be deemed to affect any rights of stockholders to request inclusion of proposals in the Corporation’s proxy
statement pursuant to Rule 14a-8 under the Exchange Act.
2.3 SPECIAL MEETING.
(a) A special meeting of the stockholders may be called at any time by the Board of Directors, or by the chairman of the board, or by the president.
(b) Nominations of persons for election to the Board of Directors may be made at a special meeting of stockholders at which directors are to be elected
pursuant to such notice of meeting (i) by or at the direction of the Board of Directors or (ii) by any stockholder of the Corporation who is a stockholder of
record at the time of giving of notice provided for in Section 2.5, who shall be entitled to vote at the meeting and who complies with the notice procedures set
forth in Section 2.5.
2.4 NOTICE OF STOCKHOLDER’S MEETINGS; AFFIDAVIT OF NOTICE.
All notices of meetings of stockholders shall be in writing and shall be sent or otherwise given in accordance with this Section 2.4 of these Bylaws not
less than 10 nor more than 60 days before the date of the meeting to each stockholder entitled to vote at such meeting (or such longer or shorter time as is
required by Section 2.5 of these Bylaws, if applicable). The notice shall specify the place, date, and hour of the meeting, and, in the case of a special meeting,
the purpose or purposes for which the meeting is called. Written notice of any meeting of stockholders, if mailed, is given when deposited in the United States
mail, postage prepaid, directed to the stockholder at his address as it appears on the records of the Corporation. An affidavit of the secretary or an assistant
secretary or of the transfer agent of the Corporation that the notice has been given shall, in the absence of fraud, be prima facie evidence of the facts stated
therein.
2.5 ADVANCE NOTICE OF STOCKHOLDER NOMINEES AND OTHER STOCKHOLDER PROPOSALS.
2
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Only persons who are nominated in accordance with the procedures set forth in this Section 2.5 shall be eligible for election as directors. Nominations of
persons for election to the Board of Directors of the Corporation may be made at a meeting of stockholders by or at the direction of the Board of Directors or
by any stockholder of the Corporation entitled to vote for the election of directors at the meeting who complies with the notice procedures set forth in this
Section 2.5. Such nominations, other than those made by or at the direction of the Board of Directors, shall be made pursuant to timely notice in writing to the
secretary of the Corporation. Stockholders may bring other business before the annual meeting, provided that timely notice is provided to the secretary of the
Corporation in accordance with this section, and provided further that such business is a proper matter for stockholder action under the General Corporation
Law of Delaware. To be timely, a stockholder’s notice shall be delivered to or mailed and received at the principal executive offices of the Corporation not
less than 90 days nor more than 120 days prior to the anniversary date of the prior year’s meeting; provided, however, that in the event that (i) the date of the
annual meeting is more than 30 days prior to or more than 60 days after such anniversary date, and (ii) less than 60 days notice or prior public disclosure of
the date of the meeting is given or made to stockholders, notice by the stockholder to be timely must be so received not later than the close of business on the
10th day following the day on which such notice of the date of the meeting was mailed or such public disclosure was made. Such stockholder’s notice shall
set forth (a) as to each person whom the stockholder proposes to nominate for election or re-election as a directors, (i) the name, age, business address and
residence address of such person, (ii) the principal occupation or employment of such person, (iii) the class and number of shares of the Corporation which
are beneficially owned by such person and (iv) any other information relating to such person that is required to be disclosed in solicitations of proxies for
election of directors, or is otherwise required, in each case pursuant to Regulation 14A under the Securities Exchange Act of 1934 (including, without
limitation, such person’s written consent to being name in the proxy statement as a nominee and to serving as a director if elected); (b) as to any other
business that the stockholder proposes to bring before the meeting, a brief description of such business, the reasons for conducting such business at the
meeting and any material interest in such business of such stockholder and the beneficial owner, if any, on whose behalf the proposal is made; and (c) as to
the stockholder giving the notice and the beneficial owner, if any, on whose behalf the proposal is made (i) the name and address of the stockholder, as they
appear on the Corporation’s books, and of such beneficial owner and (ii) the class and number of shares of the Corporation which are owned of record by
such stockholder and beneficially by such beneficial owner. At the request of the Board of Directors any person nominated by the Board of Directors for
election as a director shall furnish to the secretary of the Corporation that information required to be set forth in a stockholder’s notice of nomination which
pertains to the nominee. No person shall be eligible for election as a director of the Corporation unless nominated in accordance with the procedures set forth
in this Section 2.5. The chairman of the meeting shall, if the facts warrant, determine and declare to the meeting that a nomination was not made in
accordance with the procedures prescribed by the Bylaws, and if he or she should so determine, he or she shall so declare to the meeting and the defective
nomination shall be disregarded.
2.6 QUORUM.
3
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The holders of a majority of the stock issued and outstanding and entitled to vote thereat, present in person or represented by proxy, shall constitute a
quorum at all meetings of the stockholders for the transaction of business except as otherwise provided by statute or by the Certificate of Incorporation. If,
however, such quorum is not present or represented at any meeting of the stockholders, then either (a) the chairman of the meeting or (b) the stockholders
entitled to vote thereat, present in person or represented by proxy, shall have power to adjourn the meeting from time to time, without notice other than
announcement at the meeting, until a quorum is present or represented. At such adjourned meeting at which a quorum is present or represented, any business
may be transacted that might have been transacted at the meeting as originally noticed.
2.7 ADJOURNED MEETING; NOTICE.
When a meeting is adjourned to another time or place, unless these Bylaws otherwise require, notice need not be given of the adjourned meeting if the
time and place thereof are announced at the meeting at which the adjournment is taken. At the adjourned meeting the Corporation may transact any business
that might have been transacted at the original meeting. If the adjournment is for more than 30 days, or if after the adjournment a new record date is fixed for
the adjourned meeting, a notice of the adjourned meeting shall be given to each stockholder of record entitled to vote at the meeting.
2.8 CONDUCT OF BUSINESS.
The chairman of any meeting of stockholders shall determine the order of business and the procedure at the meeting, including the manner of voting
and the conduct of business.
2.9 VOTING.
(a) The stockholders entitled to vote at any meeting of stockholders shall be determined in accordance with the provisions of Section 2.11 of these
Bylaws, subject to the provisions of Sections 217 and 218 of the General Corporation Law of Delaware (relating to voting rights of fiduciaries, pledgors and
joint owners of stock and to voting trusts and other voting agreements).
(b) Except as may be otherwise provided in the Certificate of Incorporation, each stockholder shall be entitled to one vote for each share of capital stock
held by such stockholder.
4
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2.10 WAIVER OF NOTICE.
Whenever notice is required to be given under any provision of the General Corporation Law of Delaware or of the Certificate of Incorporation or these
Bylaws, a written waiver thereof, signed by the person entitled to notice, whether before or after the time stated therein, shall be deemed equivalent to notice.
Attendance of a person at a meeting shall constitute a waiver of notice of such meeting, except when the person attends a meeting for the express purpose of
objecting, at the beginning of the meeting, to the transaction of any business because the meeting is not lawfully called or convened. Neither the business to
be transacted at, nor the purpose of, any regular or special meeting of the stockholders need be specified in any written waiver of notice unless so required by
the Certificate of Incorporation or these Bylaws.
2.11 RECORD DATE FOR STOCKHOLDER NOTICE; VOTING.
In order that the Corporation may determine the stockholders entitled to notice of or to vote at any meeting of stockholders or any adjournment thereof
or entitled to receive payment of any dividend or other distribution or allotment of any rights, or entitled to exercise any rights in respect of any change,
conversion or exchange of stock or for the purpose of any other lawful action, the Board of Directors may fix, in advance, a record date, which shall not be
more than 60 nor less than 10 days before the date of such meeting, nor more than 60 days prior to any other action. If the Board of Directors does not so fix a
record date:
(a) The record date for determining stockholders entitled to notice of or to vote at a meeting of stockholders shall be at the close of business on the day
next preceding the day on which notice is given, or, if notice is waived, at the close of business on the day next preceding the day on which the meeting is
held.
(b) The record date for determining stockholders for any other purpose shall be at the close of business on the day on which the Board of Directors
adopts the resolution relating thereto.
A determination of stockholders of record entitled to notice of or to vote at a meeting of stockholders shall apply to any adjournment of the meeting;
provided, however, that the Board of Directors may fix a new record date for the adjourned meeting.
2.12 PROXIES.
Each stockholder entitled to vote at a meeting of stockholders may authorize another person or persons to act for such stockholder by a written proxy,
signed by the stockholder and filed with the secretary of the Corporation, but no such proxy shall be voted or acted upon after three years from its date, unless
the proxy provides for a longer period. A proxy shall be deemed signed if the stockholder’s name is placed on the proxy (whether by manual signature,
typewriting, electronic or telegraphic transmission or otherwise) by the stockholder or the stockholder’s attorney-in-fact. The revocability of a proxy that
states on its face that it is irrevocable shall be governed by the provisions of Section 212(e) of the General Corporation Law of Delaware.
5
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ARTICLE III
DIRECTORS
3.1 POWERS.
Subject to the provisions of the General Corporation Law of Delaware and any limitations in the Certificate of Incorporation or these Bylaws relating to
action required to be approved by the stockholders or by the outstanding shares, the business and affairs of the Corporation shall be managed and all corporate
powers shall be exercised by or under the direction of the Board of Directors.
3.2 NUMBER OF DIRECTORS.
The number of directors constituting the entire Board of Directors shall be five.
Thereafter, this number may be changed by a resolution of the Board of Directors or of the stockholders, subject to Section 3.4 of these Bylaws. No
reduction of the authorized number of directors shall have the effect of removing any director before such director’s term of office expires.
3.3 ELECTION, QUALIFICATION AND TERM OF OFFICE OF DIRECTORS.
Except as provided in Section 3.4 of these Bylaws, directors shall be elected at each annual meeting of stockholders to hold office until the next annual
meeting. Directors need not be stockholders unless so required by the Certificate of Incorporation or these Bylaws, wherein other qualifications for directors
may be prescribed. Each director, including a director elected to fill a vacancy, shall hold office until his or her successor is elected and qualified or until his
or her earlier resignation or removal.
3.4 RESIGNATION AND VACANCIES.
Any director may resign at any time upon written notice to the attention of the secretary of the Corporation. When one or more directors so resigns and
the resignation is effective at a future date, a majority of the directors then in office, including those who have so resigned, shall have power to fill such
vacancy or vacancies, the vote thereon to take effect when such resignation or resignations shall become effective, and each director so chosen shall hold
office as provided in this section in the filling of other vacancies. A vacancy created by the removal of a director by the vote of the stockholders or by court
order may be filled only by the affirmative vote of a majority of the shares represented and voting at a duly held meeting at which a quorum is present (which
shares voting affirmatively also constitute a majority of the quorum. Each director so elected shall hold office until the next annual meeting of the
stockholders and until a successor has been elected and qualified.
Unless otherwise provided in the Certificate of Incorporation or these Bylaws:
(a) Vacancies and newly created directorships resulting from any increase in the authorized number of directors elected by all of the stockholders
having the right to vote as
6
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a single class may be filled by a majority of the directors then in office, although less than a quorum, or by a sole remaining director.
(b) Whenever the holders of any class or classes of stock or series thereof are entitled to elect one or more directors by the provisions of the Certificate
of Incorporation, vacancies and newly created directorships of such class or classes or series may be filled by a majority of the directors elected by such class
or classes or series thereof then in office, or by a sole remaining director so elected.
If at any time, by reason of death or resignation or other cause, the Corporation should have no directors in office, then any officer or any stockholder or
an executor, administrator, trustee or guardian of a stockholder, or other fiduciary entrusted with like responsibility for the person or estate of a stockholder,
may call a special meeting of stockholders in accordance with the provisions of the Certificate of Incorporation or these Bylaws, or may apply to the Court of
Chancery for a decree summarily ordering an election as provided in Section 211 of the General Corporation Law of Delaware.
If, at the time of filling any vacancy or any newly created directorship, the directors then in office constitute less than a majority of the whole Board of
Directors (as constituted immediately prior to any such increase), then the Court of Chancery may, upon application of any stockholder or stockholders
holding at least 10% of the total number of the shares at the time outstanding having the right to vote for such directors, summarily order an election to be
held to fill any such vacancies or newly created directorships, or to replace the directors chosen by the directors then in office as aforesaid, which election
shall be governed by the provisions of Section 211 of the General Corporation Law of Delaware as far as applicable.
3.5 PLACE OF MEETINGS; MEETINGS BY TELEPHONE.
The Board of Directors of the Corporation may hold meetings, both regular and special, either within or outside the State of Delaware. Unless
otherwise restricted by the Certificate of Incorporation or these Bylaws, members of the Board of Directors, or any committee designated by the Board of
Directors, may participate in a meeting of the Board of Directors, or any committee, by means of conference telephone or similar communications equipment
by means of which all persons participating in the meeting can hear each other, and such participation in a meeting shall constitute presence in person at the
meeting.
3.6 REGULAR MEETINGS.
Regular meetings of the Board of Directors may be held without notice at such time and at such place as shall from time to time be determined by the
Board of Directors.
7
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3.7 SPECIAL MEETINGS; NOTICE.
Special meetings of the board of directors for any purpose or purposes may be called at any time by the chairman of the board, the president, any vice
president, the secretary or any two (2) directors.
Notice of the time and place of special meetings shall be delivered personally or by telephone to each director or sent by first-class mail or telegram,
charges prepaid, addressed to each director at that director’s address as it is shown on the records of the Corporation. If the notice is mailed, it shall be
deposited in the United States mail at least four (4) days before the time of the holding of the meeting. If the notice is delivered personally or by telephone,
telecopy, telegram, telex or other similar means of communication, it shall be delivered at least twenty-four (24) hours before the time of the holding of the
meeting, or on such shorter notice as the person or persons calling such meeting may deem necessary and appropriate in the circumstances. Any oral notice
given personally or by telephone may be communicated either to the director or to a person at the office of the director who the person giving the notice has
reason to believe will promptly communicate it to the director. The notice need not specify the purpose of the place of the meeting, if the meeting is to be held
at the principal executive office of the Corporation.
3.8 QUORUM.
At all meetings of the Board of Directors, a majority of the authorized number of directors shall constitute a quorum for the transaction of business and
the act of a majority of the directors present at any meeting at which there is a quorum shall be the act of the Board of Directors, except as may be otherwise
specifically provided by statute or by the Certificate of Incorporation. If a quorum is not present at any meeting of the Board of Directors, then the directors
present thereat may adjourn the meeting from time to time, without notice other than announcement at the meeting, until a quorum is present.
A meeting at which a quorum is initially present may continue to transact business notwithstanding the withdrawal of directors, if any action taken is
approved by at least a majority of the required quorum for that meeting.
3.9 WAIVER OF NOTICE.
Whenever notice is required to be given under any provision of the General Corporation Law of Delaware or of the Certificate of Incorporation or these
Bylaws, a written waiver thereof, signed by the person entitled to notice, whether before or after the time stated therein, shall be deemed equivalent to notice.
Attendance of a person at a meeting shall constitute a waiver of notice of such meeting, except when the person attends a meeting for the express purpose of
objecting, at the beginning of the meeting, to the transaction of any business because the meeting is not lawfully called or convened. Neither the business to
be transacted at, nor the purpose of, any regular or special meeting of the directors, or members of a committee of directors, need be specified in any written
waiver of notice unless so required by the Certificate of Incorporation or these Bylaws.
3.10 BOARD ACTION BY WRITTEN CONSENT WITHOUT A MEETING.
8
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Unless otherwise restricted by the Certificate of Incorporation or these Bylaws, any action required or permitted to be taken at any meeting of the Board
of Directors, or of any committee thereof, may be taken without a meeting if all members of the Board of Directors or committee, as the case may be, consent
thereto in writing and the writing or writings are filed with the minutes of proceedings of the Board of Directors or committee. Written consents representing
actions taken by the board or committee may be executed by telex, telecopy or other facsimile transmission, and such facsimile shall be valid and binding to
the same extent as if it were an original.
3.11 FEES AND COMPENSATION OF DIRECTORS.
Unless otherwise restricted by the Certificate of Incorporation or these Bylaws, the Board of Directors shall have the authority to fix the compensation
of directors. No such compensation shall preclude any director from serving the Corporation in any other capacity and receiving compensation therefor.
3.12 APPROVAL OF LOANS TO OFFICERS.
The Corporation may lend money to, or guarantee any obligation of, or otherwise assist any officer or other employee of the Corporation or of its
subsidiary, including any officer or employee who is a director of the Corporation or its subsidiary, whenever, in the judgment of the directors, such loan,
guaranty or assistance may reasonably be expected to benefit the Corporation. The loan, guaranty or other assistance may be with or without interest and may
be unsecured, or secured in such manner as the Board of Directors shall approve, including, without limitation, a pledge of shares of stock of the Corporation.
Nothing in this Section 3.2 contained shall be deemed to deny, limit or restrict the powers of guaranty or warranty of the Corporation at common law or under
any statute.
3.13 REMOVAL OF DIRECTORS.
Unless otherwise restricted by statute, by the Certificate of Incorporation or by these Bylaws, any director or the entire Board of Directors may be
removed, with or without cause, by the holders of a majority of the shares then entitled to vote at an election of directors; provided, however, that if the
stockholders of the Corporation are entitled to cumulative voting, if less than the entire Board of Directors is to be removed, no director may be removed
without cause if the votes cast against his removal would be sufficient to elect him if then cumulatively voted at an election of the entire Board of Directors.
No reduction of the authorized number of directors shall have the effect of removing any director prior to the expiration of such director’s term of
office.
3.14 CHAIRMAN OF THE BOARD OF DIRECTORS.
The Corporation may also have, at the discretion of the Board of Directors, a Chairman of the Board of Directors who shall not be considered an officer
of the Corporation.
9
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ARTICLE IV
COMMITTEES
4.1 COMMITTEES OF DIRECTORS.
The Board of Directors may, by resolution passed by a majority of the whole Board of Directors, designate one or more committees, with each committee
to consist of one or more of the directors of the Corporation. The Board of Directors may designate one or more directors as alternate members of any
committee, who may replace any absent or disqualified member at any meeting of the committee. In the absence or disqualification of a member of a
committee, the member or members thereof present at any meeting and not disqualified from voting, whether or not such member or members constitute a
quorum, may unanimously appoint another member of the Board of Directors to act at the meeting in the place of any such absent or disqualified member.
Any such committee, to the extent provided in the resolution of the Board of Directors or in the Bylaws of the Corporation, shall have and may exercise all
the powers and authority of the Board of Directors in the management of the business and affairs of the Corporation, and may authorize the seal of the
Corporation to be affixed to all papers that may require it; but no such committee shall have the power or authority to (a) amend the Certificate of
Incorporation (except that a committee may, to the extent authorized in the resolution or resolutions providing for the issuance of shares of stock adopted by
the Board of Directors as provided in Section 151(a) of the General Corporation Law of Delaware, fix the designations and any of the preferences or rights of
such shares relating to dividends, redemption, dissolution, any distribution of assets of the Corporation or the conversion into, or the exchange of such shares
for, shares of any other class or classes or any other series of the same or any other class or classes of stock of the Corporation or fix the number of shares of
any series of stock or authorize the increase or decrease of the shares of any series),(b) adopt an agreement of merger or consolidation under Sections 251 or
252 of the General Corporation Law of Delaware, (c) recommend to the stockholders the sale, lease or exchange of all or substantially all of the Corporation’s
property and assets, (d) recommend to the stockholders a dissolution of the Corporation or a revocation of a dissolution, or (e) amend the Bylaws of the
Corporation; and, unless the board resolution establishing the committee, the Bylaws or the Certificate of Incorporation expressly so provide, no such
committee shall have the power or authority to declare a dividend, to authorize the issuance of stock, or to adopt a certificate of ownership and merger
pursuant to Section 253 of the General Corporation Law of Delaware.
4.2 COMMITTEE MINUTES.
Each committee shall keep regular minutes of its meetings and report the same to the Board of Directors when required.
4.3 MEETINGS AND ACTION OF COMMITTEES.
Meetings and actions of committees shall be governed by, and held and taken in accordance with, the provisions of Section 3.5 (place of meetings and
meetings by telephone), Section 3.6 (regular meetings), Section 3.7 (special meetings and notice), Section 3.8 (quorum), Section 3.9 (waiver of notice), and
Section 3.10 (action without a meeting) of these Bylaws, with such changes in the context of such provisions as are necessary to substitute the committee and
its members for the Board of Directors and its members; provided, however,
10
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that the time of regular meetings of committees may be determined either by resolution of the Board of Directors or by resolution of the committee, that
special meetings of committees may also be called by resolution of the Board of Directors and that notice of special meetings of committees shall also be
given to all alternate members, who shall have the right to attend all meetings of the committee. The Board of Directors may adopt rules for the government
of any committee not inconsistent with the provisions of these Bylaws.
ARTICLE V
OFFICERS
5.1 OFFICERS.
The officers of the Corporation shall be a chief executive officer, a president, a secretary, and a chief financial officer. The Corporation may also have,
at the discretion of the Board of Directors, one or more vice presidents, one or more assistant secretaries, one or more assistant treasurers, and any such other
officers as may be appointed in accordance with the provisions of Section 5.3 of these Bylaws. Any number of offices may be held by the same person.
5.2 APPOINTMENT OF OFFICERS.
The officers of the Corporation, except such officers as may be appointed in accordance with the provisions of Sections 5.3 or 5.5 of these Bylaws, shall
be appointed by the Board of Directors, subject to the rights, if any, of an officer under any contract of employment.
5.3 SUBORDINATE OFFICERS.
The Board of Directors may appoint, or empower the chief executive officer or the president to appoint, such other officers and agents as the business
of the Corporation may require, each of whom shall hold office for such period, have such authority, and perform such duties as are provided in these Bylaws
or as the Board of Directors may from time to time determine.
5.4 REMOVAL AND RESIGNATION OF OFFICERS.
Subject to the rights, if any, of an officer under any contract of employment, any officer may be removed, either with or without cause, by an
affirmative vote of the majority of the Board of Directors at any regular or special meeting of the Board of Directors or, except in the case of an officer chosen
by the Board of Directors, by any officer upon whom such power of removal may be conferred by the Board of Directors.
Any officer may resign at any time by giving written notice to the attention of the secretary of the Corporation. Any resignation shall take effect at the
date of the receipt of that notice or at any later time specified in that notice; and, unless otherwise specified in that notice, the acceptance of the resignation
shall not be necessary to make it effective. Any
11
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resignation is without prejudice to the rights, if any, of the Corporation under any contract to which the officer is a party.
5.5 VACANCIES IN OFFICES.
Any vacancy occurring in any office of the Corporation shall be filled by the Board of Directors.
5.6 CHIEF EXECUTIVE OFFICER.
Subject to such supervisory powers, if any, as may be given by the Board of Directors to the chairman of the board, if any, the chief executive officer of
the Corporation shall, subject to the control of the Board of Directors, have general supervision, direction, and control of the business and the officers of the
Corporation. He or she shall preside at all meetings of the stockholders and, in the absence or nonexistence of a chairman of the board, at all meetings of the
Board of Directors and shall have the general powers and duties of management usually vested in the office of chief executive officer of a corporation and
shall have such other powers and duties as may be prescribed by the Board of Directors or these Bylaws.
5.7 PRESIDENT.
Subject to such supervisory powers, if any, as may be given by the Board of Directors to the chairman of the board (if any) or the chief executive
officer, the president shall have general supervision, direction, and control of the business and other officers of the Corporation. He or she shall have the
general powers and duties of management usually vested in the office of president of a corporation and such other powers and duties as may be prescribed by
the Board of Directors or these Bylaws.
5.8 VICE PRESIDENTS.
In the absence or disability of the chief executive officer and president, the vice presidents, if any, in order of their rank as fixed by the Board of
Directors or, if not ranked, a vice president designated by the Board of Directors, shall perform all the duties of the president and when so acting shall have all
the powers of, and be subject to all the restrictions upon, the president. The vice presidents shall have such other powers and perform such other duties as
from time to time may be prescribed for them respectively by the Board of Directors, these Bylaws, the president or the chairman of the board.
5.9 SECRETARY.
The secretary shall keep or cause to be kept, at the principal executive office of the Corporation or such other place as the Board of Directors may
direct, a book of minutes of all meetings and actions of directors, committees of directors, and stockholders. The minutes shall show the time and place of
each meeting, the names of those present at directors’ meetings or committee meetings, the number of shares present or represented at stockholders’ meetings,
and the proceedings thereof.
12
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The secretary shall keep, or cause to be kept, at the principal executive office of the Corporation or at the office of the Corporation’s transfer agent or
registrar, as determined by resolution of the Board Of Directors, a share register, or a duplicate share register, showing the names of all stockholders and their
addresses, the number and classes of shares held by each, the number and date of certificates evidencing such shares, and the number and date of cancellation
of every certificate surrendered for cancellation.
The secretary shall give, or cause to be given, notice of all meetings of the stockholders and of the Board of Directors required to be given by law or by
these Bylaws. He or she shall keep the seal of the Corporation, if one be adopted, in safe custody and shall have such other powers and perform such other
duties as may be prescribed by the Board of Directors or by these Bylaws.
5.10 CHIEF FINANCIAL OFFICER.
The chief financial officer shall keep and maintain, or cause to be kept and maintained, adequate and correct books and records of accounts of the
properties and business transactions of the Corporation, including accounts of its assets, liabilities, receipts, disbursements, gains, losses, capital retained
earnings, and shares. The books of account shall at all reasonable times be open to inspection by any director.
The chief financial officer shall deposit all moneys and other valuables in the name and to the credit of the Corporation with such depositories as may
be designated by the Board of Directors. He or she shall disburse the funds of the Corporation as may be ordered by the Board of Directors, shall render to the
president, the chief executive officer, or the directors, upon request, an account of all his or her transactions as chief financial officer and of the financial
condition of the Corporation, and shall have other powers and perform such other duties as may be prescribed by the Board of Directors or the Bylaws.
5.11 REPRESENTATION OF SHARES OF OTHER CORPORATIONS.
The chairman of the board, the chief executive officer, the president, any vice president, the chief financial officer, the secretary or assistant secretary of
this Corporation, or any other person authorized by the Board of Directors or the chief executive officer or the president or a vice president, is authorized to
vote, represent, and exercise on behalf of this Corporation all rights incident to any and all shares of any other corporation or corporations standing in the
name of this Corporation. The authority granted herein may be exercised either by such person directly or by any other person authorized to do so by proxy or
power of attorney duly executed by the person having such authority.
5.12 AUTHORITY AND DUTIES OF OFFICERS.
In addition to the foregoing authority and duties, all officers of the Corporation shall respectively have such authority and perform such duties in the
management of the business of the Corporation as may be designated from time to time by the Board of Directors or the stockholders.
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ARTICLE VI
INDEMNIFICATION OF DIRECTORS, OFFICERS, EMPLOYEES, AND OTHER AGENTS
6.1 INDEMNIFICATION OF DIRECTORS AND OFFICERS.
The Corporation shall, to the maximum extent and in the manner permitted by the General Corporation Law of Delaware, indemnify each of its
directors and officers against expenses (including attorneys’ fees), judgments, fines, settlements and other amounts actually and reasonably incurred in
connection with any proceeding, arising by reason of the fact that such person is or was an agent of the Corporation. For purposes of this Section 6.1, a
“director” or “officer” of the Corporation includes any person (a) who is or was a director or officer of the Corporation, (b) who is or was serving at the
request of the Corporation as a director or officer of another corporation, partnership, joint venture, trust or other enterprise, or (c) who was a director or
officer of a Corporation which was a predecessor corporation of the Corporation or of another enterprise at the request of such predecessor corporation.
6.2 INDEMNIFICATION OF OTHERS.
The Corporation shall have the power, to the maximum extent and in the manner permitted by the General Corporation Law of Delaware, to indemnify
each of its employees and agents (other than directors and officers) against expenses (including attorneys’ fees), judgments, fines, settlements and other
amounts actually and reasonably incurred in connection with any proceeding, arising by reason of the fact that such person is or was an agent of the
Corporation. For purposes of this Section 6.2, an “employee” or “agent” of the Corporation (other than a director or officer) includes any person (a) who is or
was an employee or agent of the Corporation, (b) who is or was serving at the request of the Corporation as an employee or agent of another corporation,
partnership, joint venture, trust or other enterprise, or (c) who was an employee or agent of a corporation which was a predecessor corporation of the
Corporation or of another enterprise at the request of such predecessor corporation.
6.3 PAYMENT OF EXPENSES IN ADVANCE.
Expenses incurred in defending any action or proceeding for which indemnification is required pursuant to Section 6.1 or for which indemnification is
permitted pursuant to Section 6.2 following authorization thereof by the Board of Directors shall be paid by the Corporation in advance of the final
disposition of such action or proceeding upon receipt of an undertaking by or on behalf of the indemnified party to repay such amount if it shall ultimately be
determined that the indemnified party is not entitled to be indemnified as authorized in this Article VI.
6.4 INDEMNITY NOT EXCLUSIVE.
The indemnification provided by this Article VI shall not be deemed exclusive of any other rights to which those seeking indemnification may been
titled under any Bylaw, agreement, vote of shareholders or disinterested directors or otherwise, both as to action in an official capacity and as to action in
another capacity while holding such office, to the extent that such additional rights to indemnification are authorized in the Certificate of Incorporation.
6.5 INSURANCE.
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The Corporation may purchase and maintain insurance on behalf of any person who is or was a director, officer, employee or agent of the Corporation,
or is or was serving at the request of the Corporation as a director, officer, employee or agent of another corporation, partnership, joint venture, trust or other
enterprise against any liability asserted against him or her and incurred by him or her in any such capacity, or arising out of his or her status as such, whether
or not the Corporation would have the power to indemnify him or her against such liability under the provisions of the General Corporation Law of Delaware.
6.6 CONFLICTS.
No indemnification or advance shall be made under this Article VI, except where such indemnification or advance is mandated by law or the order,
judgment or decree of any court of competent jurisdiction, in any circumstance where it appears:
(a) That it would be inconsistent with a provision of the Certificate of Incorporation, these Bylaws, a resolution of the stockholders or an agreement in
effect at the time of the accrual of the alleged cause of the action asserted in the proceeding in which the expenses were incurred or other amounts were paid,
which prohibits or otherwise limits indemnification; or
(b) That it would be inconsistent with any condition expressly imposed by a court in approving a settlement.
ARTICLE VII
RECORDS AND REPORTS
7.1 MAINTENANCE AND INSPECTION OF RECORDS.
The Corporation shall, either at its principal executive offices or at such place or places as designated by the Board of Directors, keep a record of its
stockholders listing their names and addresses and the number and class of shares held by each stockholder, a copy of these Bylaws as amended to date,
accounting books, and other records.
Any stockholder of record, in person or by attorney or other agent, shall, upon written demand under oath stating the purpose thereof, have the right
during the usual hours for business to inspect for any proper purpose the Corporation’s stock ledger, a list of its stockholders, and its other books and records
and to make copies or extracts therefrom. A proper purpose shall mean a purpose reasonably related to such person’s interest as a stockholder. In every
instance where an attorney or other agent is the person who seeks the right to inspection, the demand under oath shall be accompanied by a power of attorney
or such other writing that authorizes the attorney or other agent to so act on behalf of the stockholder. The demand under oath shall be directed to the
Corporation at its registered office in Delaware or at its principal place of business.
7.2 INSPECTION BY DIRECTORS.
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Any director shall have the right to examine the Corporation’s stockledger, a list of its stockholders, and its other books and records for a purpose
reasonably related to his or her position as a director. The Court of Chancery is hereby vested with the exclusive jurisdiction to determine whether a director is
entitled to the inspection sought. The Court may summarily order the Corporation to permit the director to inspect any and all books and records, the stock
ledger, and the stock list and to make copies or extracts therefrom. The Court may, in its discretion, prescribe any limitations or conditions with reference to
the inspection, or award such other and further relief as the Court may deem just and proper.
7.3 ANNUAL STATEMENT TO STOCKHOLDERS.
The Board of Directors shall present at each annual meeting, and at any special meeting of the stockholders when called for by vote of the stockholders,
a full and clear statement of the business and condition of the Corporation.
ARTICLE VIII
GENERAL MATTERS
8.1 CHECKS.
From time to time, the Board of Directors shall determine by resolution which person or persons may sign or endorse all checks, drafts, other orders for
payment of money, notes or other evidences of indebtedness that are issued in the name of or payable to the Corporation, and only the persons so authorized
shall sign or endorse those instruments.
8.2 EXECUTION OF CORPORATE CONTRACTS AND INSTRUMENTS.
The Board of Directors, except as otherwise provided in these Bylaws, may authorize any officer or officers, or agent or agents, to enter into any
contract or execute any instrument in the name of and on behalf of the Corporation; such authority may be general or confined to specific instances. Unless so
authorized or ratified by the Board of Directors or within the agency power of an officer, no officer, agent or employee shall have any power or authority to
bind the Corporation by any contract or engagement or to pledge its credit or to render it liable for any purpose or for any amount.
8.3 STOCK CERTIFICATES; PARTLY PAID SHARES.
The shares of the Corporation shall be represented by certificates, provided that the Board of Directors of the Corporation may provide by resolution or
resolutions that some or all of any or all classes or series of its stock shall be uncertificated shares. Any such resolution shall not apply to shares represented
by a certificate until such certificate is surrendered to the Corporation. Notwithstanding the adoption of such a resolution by the Board of Directors, every
holder of stock represented by certificates and upon request every holder of uncertificated shares shall be entitled to have a certificate signed by, or in the
name of the Corporation by the chairman or vice-chairman of the Board of Directors, or the chief executive officer or the president or vice-president, and by
the chief financial officer or an assistant treasurer, or the secretary or an assistant secretary of the Corporation representing the number
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of shares registered in certificate form. Any or all of the signatures on the certificate may be a facsimile. In case any officer, transfer agent or registrar who
has signed or whose facsimile signature has been placed upon a certificate has ceased to be such officer, transfer agent or registrar before such certificate is
issued, it may be issued by the Corporation with the same effect as if he or she were such officer, transfer agent or registrar at the date of issue.
The Corporation may issue the whole or any part of its shares as partly paid and subject to call for the remainder of the consideration to be paid
therefor. Upon the face or back of each stock certificate issued to represent any such partly paid shares, upon the books and records of the Corporation in the
case of uncertificated partly paid shares, the total amount of the consideration to be paid therefor and the amount paid thereon shall be stated. Upon the
declaration of any dividend on fully paid shares, the Corporation shall declare a dividend upon partly paid shares of the same class, but only upon the basis of
the percentage of the consideration actually paid thereon.
8.4 SPECIAL DESIGNATION ON CERTIFICATES.
If the Corporation is authorized to issue more than one class of stock or more than one series of any class, then the powers, the designations, the
preferences, and the relative, participating, optional or other special rights of each class of stock or series thereof and the qualifications, limitations or
restrictions of such preferences and/or rights shall be set forth in full or summarized on the face or back of the certificate that the Corporation shall issue to
represent such class or series of stock; provided, however, that, except as otherwise provided in Section 202 of the General Corporation Law of Delaware, in
lieu of the foregoing requirements there may be set forth on the face or back of the certificate that the Corporation shall issue to represent such class or series
of stock a statement that the Corporation will furnish without charge to each stockholder who so requests the powers, the designations, the preferences, and
the relative, participating, optional or other special rights of each class of stock or series thereof and the qualifications, limitations or restrictions of such
preferences and/or rights.
8.5 LOST CERTIFICATES.
Except as provided in this Section 8.5, no new certificates for shares shall be issued to replace a previously issued certificate unless the latter is
surrendered to the Corporation and canceled at the same time. The Corporation may issue a new certificate of stock or uncertificated shares in the place of any
certificate previously issued by it, alleged to have been lost, stolen or destroyed, and the Corporation may require the owner of the lost, stolen or destroyed
certificate, or the owner’s legal representative, to give the Corporation a bond sufficient to indemnify it against any claim that may be made against it on
account of the alleged loss, theft or destruction of any such certificate or the issuance of such new certificate or uncertificated shares.
8.6 CONSTRUCTION; DEFINITIONS.
Unless the context requires otherwise, the general provisions, rules of construction, and definitions in the Delaware General Corporation Law shall
govern the construction of these Bylaws. Without limiting the generality of this provision, the singular
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number includes the plural, the plural number includes the singular, and the term “person” includes both a corporation and a natural person.
8.7 DIVIDENDS.
The directors of the Corporation, subject to any restrictions contained in (a) the General Corporation Law of Delaware or (b) the Certificate of
Incorporation, may declare and pay dividends upon the shares of its capital stock. Dividends may be paid in cash, in property, or in shares of the
Corporation’s capital stock.
The directors of the Corporation may set apart out of any of the funds of the Corporation available for dividends a reserve or reserves for any proper
purpose and may abolish any such reserve. Such purposes shall include but not be limited to equalizing dividends, repairing or maintaining any property of
the Corporation, and meeting contingencies.
8.8 FISCAL YEAR.
The fiscal year of the Corporation shall be fixed by resolution of the Board of Directors and may be changed by the Board of Directors.
8.9 SEAL.
The Corporation may adopt a corporate seal, which may be altered at pleasure, and may use the same by causing it or a facsimile thereof, to be
impressed or affixed or in any other manner reproduced.
8.10 TRANSFER OF STOCK.
Upon surrender to the Corporation or the transfer agent of the Corporation of a certificate for shares duly endorsed or accompanied by proper evidence
of succession, assignation or authority to transfer, it shall be the duty of the Corporation to issue a new certificate to the person entitled thereto, cancel the old
certificate, and record the transaction in its books.
8.11 STOCK TRANSFER AGREEMENTS.
The Corporation shall have power to enter into and perform any agreement with any number of stockholders of any one or more classes of stock of the
Corporation to restrict the transfer of shares of stock of the Corporation of any one or more classes owned by such stockholders in any manner not prohibited
by the General Corporation Law of Delaware.
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8.12 REGISTERED STOCKHOLDERS.
The Corporation shall be entitled to recognize the exclusive right of a person registered on its books as the owner of shares to receive dividends and to
vote as such owner, shall be entitled to hold liable for calls and assessments the person registered on its books as the owner of shares, and shall not be bound
to recognize any equitable or other claim to or interest in such share or shares on the part of another person, whether or not it shall have express or other
notice thereof, except as otherwise provided by the laws of Delaware.
ARTICLE IX
AMENDMENTS
The Bylaws of the Corporation may be adopted, amended or repealed by the stockholders entitled to vote, as specified in the Certificate of
Incorporation; provided, however, that the Corporation may, in its Certificate of Incorporation, confer the power to adopt, amend or repeal Bylaws upon the
directors. The fact that such power has been so conferred upon the directors shall not divest the stockholders of the power, nor limit their power to adopt,
amend or repeal Bylaws.
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November 19, 2007

Lowell D. Ness
(650)614-7455
lness@orrick.com

VIA FEDEX & EDGAR
Mark P. Shuman
Legal Branch
United States
Securities and Exchange Commission
Division of Corporation Finance
100 F Street, N.E.
Washington, D.C. 20549
Re:

VirnetX Holding Corporation
Preliminary Information Statement on Schedule 14C
File No. 0-26895
Date Filed: November 1, 2007

Dear Mr. Shuman:
On behalf of our client, VirnetX Holding Corporation (the “Company”), we have set forth below, the Company’s responses to the Staff’s comment letter dated
November 9, 2007. For the Staff’s convenience, the Staff’s comments are set forth in italics before each response.
General
1. The basis for your ability to file the proposed action on Schedule 14C is not clear. Please identify the shareholders that have provided written consent and
describe the shareholders’ respective relationships to VirnetX Holding Corporation in materially complete detail. In addition, please describe the events
that led to the obtainment of written consents. Finally, provide a detailed legal analysis of the basis on which you concluded that the process of obtaining
the consents did not involve a solicitation within the meaning of Exchange Act Rule 14a-1(l).
In response to the Staff’s comment, the Company supplementally advises the Staff that the following stockholders submitted written consents:
•

Kendall Larsen: Mr. Larsen is the Company’s Chairman of the Board and Chief Executive Officer and its single largest stockholder with
8,303,192 shares of the Company’s common stock, representing approximately 26.60% of the outstanding shares. Mr. Larsen was one of the
original founders of VirnetX, Inc. which is now a wholly owned subsidiary of VirnetX Holding Corporation following the merger between
VirnetX, Inc. and the Company.
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•

Kathi Sheehan: Ms. Sheehan is the Company’s Vice President of Administration and holds 608,530 shares of the Company’s common stock,
representing approximately 1.95% of the outstanding shares. Ms. Sheehan was also one of the original founders of VirnetX, Inc. alongside
Mr. Larsen and is an integral part of the Company’s management team.

•

Sameer Mathur: Mr. Mathur is the Company’s Vice President of Business Development and holds 622,739 shares of the Company’s
common stock through a family trust, which represents approximately 2.00% of the outstanding shares. Mr. Mathur was one of the first
employees of VirnetX, Inc. and is an integral part of the Company’s management team.

•

Greg Wood: Mr. Wood is a major stockholder of the Company and holds 1,186,413 shares of the Company’s common stock through a family
trust, which represents approximately 3.8% of the Company’s outstanding shares. Mr. Wood is also a consultant to the Company in charge of
its marketing efforts and is an integral part of the Company’s management team.

•

Glenn Russell: Mr. Russell is the former Chairman of the Board and CEO of the Company prior to the merger between the Company and
VirnetX, Inc. on July 5, 2007 and holds 1,000,000 shares of the Company directly and through family trusts, which represents approximately
3.20% of the Company’s outstanding shares. Prior to the merger, Mr. Russell was the holder of over 60% of the shares of the Company.
Mr. Russell was one of the original founders of the Company and was part of the deal team that structured the terms of the Company’s merger
transaction with VirnetX, Inc.

•

Justin Yorke (San Gabriel Fund, LLC and JMW Fund, LLC): San Gabriel Fund, LLC and JMW Fund, LLC are each a major stockholder
of the Company and hold 1,600,000 shares and 1,200,000 shares, respectively of the Company’s common stock, which represents
approximately 3.84% and 5.13%, respectively, of the Company’s outstanding shares. Justin Yorke has sole voting power with respect to these
entities’ shares of the Company and Mr. Yorke signed the stockholder written consent on behalf of each of these entities. Mr. Yorke was part
of the deal team that structured the terms of the Company’s bridge financing and merger transaction with VirnetX, Inc.

•

John P. McGrain: Mr. McGrain is a major stockholder of the Company and holds an aggregate of 1,173,333 shares of the Company’s
common stock directly and through SEP IRA and 401(k) accounts, which represents approximately 3.78% of the Company’s outstanding
shares. Mr. McGrain was part of the deal team that structured the terms of the Company’s bridge financing and merger transaction with
VirnetX, Inc.
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In connection with the merger between the Company and VirnetX, Inc., the Company filed with the SEC a current report on Form 8-K on July 12, 2007
describing the material terms of the transaction. In the 8-K it was disclosed that the Company intended to change its name, conduct a 1-for-3 reverse stock
split and adopt various protective provisions, all as contemplated in the Merger Agreement between the Company and VirnetX, Inc. The Merger
Agreement contained covenants providing that the Company would effect these changes as soon as practicable after the closing of the merger. As such,
these changes to the Company’s Certificate of Incorporation and Bylaws were substantively approved by the respective parties and the individuals and
entities described above, all of whom were intimately involved in negotiations of the Merger Agreement between the Company and VirnetX, Inc. At the
time of the substantive discussions with respect to the merger transaction, none of the above persons, except for Glenn Russell who was the Chairman of
the Board and CEO of the Company at that time, were shareholders of the Company, so the proxy rules would not have been applicable to their discussions
relating to structuring the terms of the merger. For a variety of administrative and logistical reasons, the Company did not formally affect the amendments
to its Certificate of Incorporation and Bylaws at the closing of the merger on July 5, 2007, but rather waited to take those steps several months later. As a
result, the formal stockholder written consent evidencing the approval of the amendments to the Company’s Certificate of Incorporation and Bylaws was
not executed until October 26, 2007.
We note that Exchange Act Rule 14a-1(l)(2)(i) defines a “solicitation” of a stockholder consent to exclude the furnishing of a form of stockholder consent
to a security holder upon the unsolicited request of such security holder. The substance of the amendments to the Company’s Certificate of Incorporation
and Bylaws had been previously negotiated and approved by the above described stockholders prior to the consummation of the merger between the
Company and VirnetX, Inc. The above described stockholders were each anxious to have the Company
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document their prior agreements and the written consent was provided to them in order to properly document the requisite approval needed under
Delaware law for the post-closing transactions agreed to in the Merger Agreement. All of the above described stockholders are either part of the
Company’s current or former management team or otherwise have a close advisory relationship to the Company and were actively involved in the
continuing implementation of the post-closing transactions contemplated by the Merger Agreement between the Company and VirnetX, Inc. In addition, at
the time the substantive discussions were had prior to completion of the merger, the only person who was a stockholder of the Company was also the
Company’s Chairman of the Board, CEO and 60% stockholder. Thus, the Company was not soliciting its own stockholders for their vote or consent. In
light of the foregoing, we respectfully submit that the act of circulating the written consent after the merger to these stockholders in order to properly
evidence the requisite stockholder approval to the amendments to the Certificate of Incorporation and Bylaws should fall within the exemption from the
definition of “solicitation” contained within Exchange Act Rule 14a-1(l)2(i).
The Company also respectfully points out that one of amendments to the Company’s Certificate of Incorporation that was the subject of the stockholder
consent was to eliminate the ability of stockholders to act by written consent in the future. Thus, all future actions by stockholders of the Company will be
at a meeting as to which proxies will be solicited and a proxy statement will be filed with the SEC in advance of any such solicitation as required by the
Proxy Rules under the Exchange Act.
2. Revise the disclosure regarding the plans to effect a reverse stock split and the adoption of the “protective provisions” so that it conforms in all material
respects with anti-takeover disclosure guidelines outlined in SEC Release 34-15230. Note specifically that all of the information which is related to the
proposal should be set forth in one place in the materials and that if disclosure in more than one place cannot be avoided, cross-references may be used.
The Company has revised its disclosure in response to the Staff’s comments in order to more closely conform to the guidelines outlined in SEC Release
34-15230.
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Enclosed please find a redlined version of the Preliminary Information Statement that has been marked to show changes from the prior version of the
Preliminary Information Statement. Please feel free to contact me at (650) 614-7455 if you wish to discuss these matters further.
Sincerely,
/s/ Lowell D. Ness
LDN/LDN
cc:

Kendall Larsen
Chief Executive Officer
VirnetX Holding Corporation

