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VirnetX Holding Corporation
308 Dorla Court
Zephyr Cove, NV 89448
www.virnetx.com
April 20, 2022
To the Stockholders of VirnetX Holding Corporation:
You are cordially invited to attend the 2022 Annual Meeting of Stockholders and any adjournment or
postponement thereof (the “Annual Meeting”) of VirnetX Holding Corporation (“VirnetX,” the “Company,” “we,”
“us,” or similar term) to be held on Friday, June 3, 2022, at 10:00 a.m. Pacific Time. The Annual Meeting will be
held in virtual format this year to support the health and well-being of our stockholders, and to afford the same rights
and opportunities to participate as would be available at an in-person meeting. You may attend the Annual Meeting
by visiting https://agm.issuerdirect.com/vhc, where you will be able to listen to the meeting live and submit
questions limited to the proposals described in the proxy statement accompanying this letter (the “Proxy
Statement”).
If you are an objecting or non-objecting beneficial owner (that is, if your shares are held at a brokerage), you
must respond to this Annual Meeting invitation by emailing info@virnetx.com for verification and to receive your
control identification number and a company-issued password from us to attend the Annual Meeting. To vote, visit
https://central.proxyvote.com/pv/web, where you will also be asked to enter your control identification number
located on your Proxy Card, received from Broadridge Financial Solutions, Inc.
If you are a registered stockholder, you will only need to enter the control identification number, request
identification number, and password located on your Notice of Internet Availability (Notice and Access) Card,
received from Issuer Direct Corporation, to both attend the meeting by visiting https://agm.issuerdirect.com/vhc and
vote by visiting www.iproxydirect.com/VHC.
If it is unclear whether you are an objecting or non-objecting beneficial owner or whether you are a registered
stockholder, you may email info@virnetx.com to confirm.
Prior to the Annual Meeting, you may also submit questions relating to the proposals and VirnetX's business
generally by emailing info@virnetx.com by June 1, 2022. We will review these questions and answer as many as
possible in the time allotted for the meeting.
At the Annual Meeting, we will ask you to consider the following proposals:
1.

To elect Michael F. Angelo as our Class III director;

2.

To ratify the appointment of Farber Hass Hurley LLP as our independent registered public accounting firm
for the fiscal year ending December 31, 2022; and

3.

To transact such other business that may properly come before the Annual Meeting.

Our board of directors has fixed the close of business on April 8, 2022 as the record date for the Annual
Meeting (the “Record Date”). Only stockholders of record as of the Record Date may vote at the Annual Meeting.
Further information regarding voting rights and matters to be voted upon is presented in the accompanying proxy
statement.
On or about April 20, 2022, we expect to mail to our stockholders of record as of the Record Date a Notice of
Internet Availability of Proxy Materials (the “Notice”) containing instructions on how to access our Proxy Statement
and our Annual Report on Form 10-K for the fiscal year ended December 31, 2021 (the “Annual Report”) online.
The Notice provides instructions on how to vote online or by telephone and includes instructions on how to receive a
paper copy of the proxy materials by mail. The Proxy Statement and the Annual Report can be accessed directly at
www.iproxydirect.com/VHC. All you have to do is enter the control and request identification numbers located on
your proxy card.
Your vote is important to us. Whether or not you plan to attend the Annual Meeting, we urge you to submit
your vote online, by telephone or by mail.
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Sincerely,

Kendall Larsen
Chairman of the Board of Directors
Zephyr Cove, Nevada
April 20, 2022
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NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD ON JUNE 3, 2022
On Friday, June 3, 2022, VirnetX Holding Corporation will hold its 2022 Annual Meeting of Stockholders at
10:00 a.m. Pacific Time. We refer to the 2022 Annual Meeting of Stockholders, together with any postponements,
adjournments or other delays thereof, as the Annual Meeting. You may attend the Annual Meeting by visiting
https://agm.issuerdirect.com/vhc, where you will be able to listen to the meeting live and submit questions limited to
the proposals described in the Proxy Statement.
If you are an objecting or non-objecting beneficial owner (that is, if your shares are held at a brokerage), please
email info@virnetx.com for verification and to receive your control identification number and a company-issued
password from us to attend the Annual Meeting. To vote, visit https://central.proxyvote.com/pv/web, where you will
also be asked to enter your control identification number located on your Proxy Card, received from Broadridge
Financial Solutions, Inc.
If you are a registered stockholder, you will only need to enter the control identification number, request
identification number, and password located on your Notice of Internet Availability (Notice and Access) Card,
received from Issuer Direct Corporation, to both attend the meeting by visiting https://agm.issuerdirect.com/vhc and
vote by visiting www.iproxydirect.com/VHC.
If it is unclear whether you are an objecting or non-objecting beneficial owner or whether you are a registered
stockholder, you may email info@virnetx.com to confirm.
Prior to the Annual Meeting, you may also submit questions relating to the proposals and VirnetX's business
generally by emailing info@virnetx.com by June 1, 2022. We will review these questions and answer as many as
possible in the time allotted for the meeting.
The Annual Meeting will be held for the following purposes:
1.

To elect Michael F. Angelo as our Class III director;

2.

To ratify the appointment of Farber Hass Hurley LLP as our independent registered public accounting firm
for the fiscal year ending December 31, 2022; and

3.

To transact such other business that may properly come before the Annual Meeting.

The foregoing items of business are further described in the proxy statement accompanying this notice (the
“Proxy Statement”). Included with the Proxy Statement is a copy of our Annual Report on Form 10-K for the fiscal
year ended December 31, 2021 (“fiscal 2021”), as filed with the Securities and Exchange Commission (the “SEC”)
on March 16, 2022 (the “Annual Report”). We encourage you to read the Annual Report. It includes our audited
financial statements and information about our operations, markets and products. The close of business on April 8,
2022 has been fixed by our board of directors as the record date for the determination of stockholders entitled to
notice of, and to vote at, our Annual Meeting (the “Record Date”). As of the Record Date, there were 71,232,856
shares of common stock issued and outstanding. Stockholders of record as of the Record Date may vote at the
Annual Meeting.
Your vote is important to us. Whether or not you plan to attend the meeting, please complete, sign, date and
return the proxy card or voting instruction card as instructed or vote by telephone or using the internet as instructed
on the proxy card or voting instruction card. Returning the proxy card, voting online or voting by telephone will
ensure your representation at the meeting, but does not deprive you of your right to attend the meeting and vote your
shares. The Proxy Statement explains more about the proxy voting process. Please read it carefully. We look forward
to your attendance at the Annual Meeting.

Kathleen Larsen
Corporate Secretary
Zephyr Cove, Nevada
April 20, 2022
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Our Proxy Statement, Proxy Card and Annual Report for the year ended December 31, 2021 are available at
www.iproxydirect.com/VHC.
YOUR VOTE IS IMPORTANT TO US.
WHETHER OR NOT YOU PLAN TO ATTEND THE ANNUAL MEETING, PLEASE COMPLETE,
SIGN, DATE AND RETURN THE PROXY CARD OR VOTING INSTRUCTION CARD AS
INSTRUCTED OR VOTE BY TELEPHONE OR USING THE INTERNET AS INSTRUCTED ON THE
PROXY CARD OR VOTING INSTRUCTION CARD.
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ANNUAL MEETING OF STOCKHOLDERS
OF
VIRNETX HOLDING CORPORATION
PROXY STATEMENT
The Board of Directors (the “Board”) of VirnetX Holding Corporation (“we,” “us,” the “Company” or
“VirnetX”) is providing these proxy materials to you for use in connection with the 2022 Annual Meeting of
Stockholders to be held on Friday, June 3, 2022 at 10:00 a.m. Pacific Time, and at any postponement or adjournment
thereof (the “Annual Meeting”). The Annual Meeting will be held virtually and you may attend by visiting
https://agm.issuerdirect.com/vhc.
Stockholders of record as of April 8, 2022 (the “Record Date”) are invited to attend the Annual Meeting and are
asked to vote on the proposals described in this proxy statement (the “Proxy Statement”).
The Notice of Internet Availability (the “Notice”) will be first mailed to stockholders of record as of the Record
Date on or about April 20, 2022. These proxy solicitation materials combined with the Annual Report on Form 10-K
for the fiscal year ended December 31, 2021 (the “Annual Report”), including financial statements, were first made
available online, on or about April 20, 2022. Our principal executive offices are located at 308 Dorla Court, Zephyr
Cove, Nevada 89448, and our telephone number is (775) 548-1785. We maintain a website at www.virnetx.com. The
information on our website is not incorporated by reference in the Proxy Statement.
QUESTIONS AND ANSWERS ABOUT THE PROXY MATERIALS
AND THE ANNUAL MEETING
Q: Why am I receiving these materials?
A: We have made these materials available to you online or, upon your request, have delivered versions of these
materials to you by mail or email, in connection with our solicitation of proxies for use at the Annual Meeting,
which will take place on Friday, June 3, 2022. As a VirnetX stockholder as of the Record Date, you are invited
to attend the Annual Meeting and are entitled to and requested to vote on the items of business described in the
Proxy Statement.
Q: Why did I receive a one-page notice in the mail regarding the internet availability of proxy materials this
year instead of a full set of proxy materials?
A: Pursuant to rules adopted by the Securities and Exchange Commission (the “SEC”), we have elected to provide
access to our proxy materials online. Accordingly, the Notice containing instructions on how to access our
proxy materials is first being mailed on or around April 20, 2022. Instructions on how to access the proxy
materials over the internet or to request a printed copy may be found in the Notice. In addition, stockholders
may request to receive proxy materials in printed form by mail or electronically by email on an ongoing basis.
Q: What is included in the proxy materials?
A: The proxy materials include:
•

the Proxy Statement; and

•

the Annual Report, which includes our audited consolidated financial statements.

If you requested printed versions of these materials by mail, these materials also include the proxy card or
voting instruction card for the Annual Meeting.
Q: How can I get electronic access to the proxy materials?
A: The Notice will provide you with instructions regarding how to:
•

view our proxy materials for the Annual Meeting online; and

•

instruct us to send future proxy materials to you electronically by email.

Choosing to access the proxy materials on the internet or receive future proxy materials by email will save us
the cost of printing and mailing documents to you and will reduce the impact of our annual meetings on the
1
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environment. If you choose to receive future proxy materials by email, you will receive an email next year with
instructions containing a link to those materials and a link to the proxy voting website. Your election to receive
proxy materials by email will remain in effect until you terminate it.
Q: How may I obtain the Annual Report?
A: Stockholders may request a free copy of the Annual Report by writing to us at P.O. Box 439, Zephyr Cove,
NV 89448 (Attention: Investor Relations). You may also obtain a copy free of charge from our website at
www.virnetx.com. You may also obtain a copy of the Annual Report filed with the SEC on March 16, 2022
online at www.sec.gov.
Q: Who pays for the expenses of soliciting proxies and what are the means of solicitation?
A: The expenses associated with the Company’s solicitation of proxies for the Annual Meeting are to be paid by
the Company. Such solicitation of proxies may be made by means of personal calls to, or telephonic, facsimile
or electronic communications with, stockholders or their representatives by our directors, officers and
employees, who will not be specially compensated for such services. We may, on request, reimburse brokerage
firms and other nominees for their expenses in forwarding proxy materials to beneficial owners.
Q: How can I attend the Annual Meeting?
A: The Annual Meeting will be a completely virtual meeting of stockholders, which we believe provides the
opportunity for participation by a broader group of stockholders while reducing the environmental impact and
the costs associated with in-person meetings. Stockholders of record and street name stockholders with a legal
proxy from their broker, bank or other nominee will be able to attend the Annual Meeting by visiting
https://agm.issuerdirect.com/vhc, which will allow such stockholders to submit questions during the meeting
and vote shares electronically at the meeting.
We designed the format of the virtual Annual Meeting to ensure that our stockholders are afforded the same
rights and opportunities to participate as they would at an in-person meeting and to enhance stockholder access,
participation and communication through online tools. The virtual format facilitates stockholder attendance and
participation by enabling stockholders to participate fully and equally from any location around the world.
During the meeting, you will have the ability to submit questions real-time via the virtual meeting website.
Prior to the meeting, you may also submit questions relating to the proposals and VirnetX's business generally
by emailing info@virnetx.com by June 1, 2022. We will review these questions and answer as many as possible
in the time allotted for the meeting.
To participate in the Annual Meeting, you will need the control and request identification numbers included on
your Notice, proxy card or the instructions that accompanied your proxy materials to attend the Annual
Meeting. The Annual Meeting webcast will begin promptly at 10:00 a.m. Pacific Time. We encourage you to
access the meeting prior to the start time. Online check-in will begin at 9:45 a.m. Pacific Time, and you should
allow ample time for the check-in procedures.
Q: Who is entitled to vote at the Annual Meeting?
A: Stockholders who our records show owned shares of VirnetX as of the close of business on the Record Date
may vote at the Annual Meeting. On the Record Date, we had a total of 71,232,856 shares of common stock
outstanding. The stock transfer books will not be closed between the Record Date and the date of the
Annual Meeting.
Q: What is the difference between holding shares as a registered stockholder and as a street name stockholder?
A: Registered Stockholders. If your shares are registered directly in your name with VirnetX’s transfer agent, you
are considered the stockholder of record with respect to those shares, and the Proxy Statement was provided to
you directly. As a stockholder of record, you have the right to grant your voting proxy directly to the
individuals listed on the proxy card or to vote at the Annual Meeting.
Street Name Stockholders. If your shares are held by a broker, bank or other nominee, you are considered the
beneficial owner of shares held in street name and the Proxy Statement should be forwarded to you by your
2
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broker, bank or other nominee, who is considered, with respect to those shares, the stockholder of record. As
the beneficial owner, you have the right to direct your broker, bank or other nominee how to vote your shares.
Beneficial owners are also invited to attend the Annual Meeting. However, since you are not the stockholder of
record, you may not vote your shares at the Annual Meeting unless you obtain a legal proxy from your broker,
bank or other nominee. If you request a printed copy of the proxy materials by mail, your broker, bank or other
nominee will provide a voting instruction card for you to use.
Q: What am I voting on?
A: Our stockholders will vote on the following matters at the Annual Meeting:
1.

Election of Michael F. Angelo as our Class III director;

2.

Ratification of the appointment of Farber Hass Hurley LLP as our independent registered public
accounting firm for the fiscal year ending December 31, 2022; and

3.

Any other business that may properly come before the Annual Meeting.

Q: How does the Board recommend I vote on these proposals?
A: The Board recommends a vote:
1.

FOR the election of Michael F. Angelo as our Class III director; and

2.

FOR the ratification of the appointment of Farber Hass Hurley LLP as our independent registered public
accounting firm for the fiscal year ending December 31, 2022.

Q: How do I vote?
A: You may either vote “FOR” the nominee to the Board or you may “WITHHOLD” your vote for the nominee to
the Board. For each of the other matters to be voted on, you may vote “FOR” or “AGAINST,” or “ABSTAIN”
from voting.
Registered Stockholders: Registered stockholders may vote by one of the following methods:
•

At the Annual Meeting. Stockholders who attend the Annual Meeting may vote at the Meeting. Please see
“How can I attend the Annual Meeting?” above for further information;

•

By Mail. If printed copies of the proxy materials were mailed to you, you can complete, sign and date the
proxy card and return it in the prepaid envelope provided;

•

By Telephone. Stockholders of record as of the Record Date who live in the United States or Canada may
submit proxies by following the “Vote by Phone” instructions on their proxy cards or the Notice or by
following the voting instructions provided by email or over the internet; or

•

Online. Stockholders of record with internet access may submit proxies via the internet by following the
“Vote by Internet” instructions described in the Notice.

Please note that online and telephone voting facilities for registered stockholders will close at 11:59 p.m.
Eastern Time on June 2, 2022.
Street Name Stockholders: If your shares are held by a broker, bank or other nominee, you should have received
instructions from your broker, bank or other nominee on how to vote or instruct your broker, bank or other
nominee to vote your shares. Please follow their instructions carefully. Also, please note that if the holder of
record of your shares is a broker, bank or other nominee and you wish to vote at the Annual Meeting, you must
request and obtain a legal proxy from your broker, bank or other nominee.
3
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Street name stockholders may generally vote by one of the following methods:
•

By Mail. If printed copies of the proxy materials were mailed to you, you may vote by signing, dating and
returning your voting instruction card in the enclosed pre-addressed envelope provided to you;

•

By Methods Listed on Voting Instruction Card. Please refer to your voting instruction card or other
information provided by your bank, broker or other nominee to determine whether you may vote by
telephone or electronically on the internet, and follow the instructions on the voting instruction card or
other information provided by the record holder; or

•

At the Annual Meeting with a Proxy from the Record Holder. A street name stockholder who wishes to
vote at the Annual Meeting will need to obtain a legal proxy from his or her broker, bank or other
nominee. Please consult the voting instruction card provided to you by your broker, bank or other nominee
to determine how to obtain a legal proxy in order to vote at the Annual Meeting.

Q: How many votes do I have?
A: On each matter to be voted upon, you have one vote for each share of common stock you own as of the Record
Date. Stockholders may not cumulate votes.
Q: Will there be any other items of business on the agenda?
A: We do not know of any business to be considered at the Annual Meeting other than the proposals described in
the Proxy Statement. However, if any other business is properly presented at the Annual Meeting pursuant to
guidelines described in our bylaws, the accompanying proxy gives discretionary authority to the persons named
on the proxy with respect to any other matters that might be brought before the Annual Meeting. Such matters
include, among other things, consideration of a motion to adjourn the Annual Meeting to another time or place,
including without limitation, for the purpose of soliciting additional proxies.
Q: If I submit a proxy, how will it be voted?
A: When proxies are properly dated, executed and returned, the shares represented by such proxies will be voted at
the Annual Meeting in accordance with the instructions of the stockholder. If no specific instructions are given,
however, the shares will be voted in accordance with the recommendations of the Board, as follows:
1.

FOR the election of Michael F. Angelo as our Class III director; and

2.

FOR the ratification of the appointment of Farber Hass Hurley LLP as our independent registered public
accounting firm for the fiscal year ending December 31, 2022.

Q: Can I change my vote after submitting my proxy?
A: Yes. You can revoke your proxy at any time before the final vote at the Annual Meeting. If you are the record
holder of your shares, you may revoke your proxy in any of the following ways:
•

you may submit another properly completed proxy card with a later date;

•

you may send a written notice that you are revoking your proxy to VirnetX Holding Corporation, P.O. Box
439, Zephyr Cove, Nevada 89448;

•

you may vote again on a later date online or by telephone (only your latest online or telephone proxy
submitted prior to the Annual Meeting will be counted); or

•

you may attend the Annual Meeting and vote (attendance at the Annual Meeting will not by itself revoke a
previously granted proxy).

If you are a beneficial owner of shares held in street name, you may change your vote:
•

by submitting new voting instructions to your broker, bank or nominee; or

•

if you have obtained a legal proxy from the broker, bank or other nominee that holds your shares giving
you the right to vote the shares, by attending the Annual Meeting and voting (attendance at the Annual
Meeting will not by itself revoke a previously granted proxy).
4
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Q: How are votes counted?
A: For Proposal I - Election of One Class III Director, you may vote “FOR” the nominee or your vote may be
“WITHHELD” with respect to the nominee. Votes that are withheld will be excluded entirely and will have no
effect in the election of the director. If you hold your shares in street name, please note that your broker, bank or
other nominee may not vote your shares in the election of the director without instructions from you. Thus, if
you hold your shares in street name and you do not instruct your broker, bank or other nominee how to vote in
the election of the director, no votes will be cast on your behalf, but your proxy will be counted for the purpose
of establishing a quorum.
The director nominee receiving the highest number of votes cast by the shares present (including virtually) or
by proxy and entitled to vote at the Annual Meeting on this matter will be elected to the Board.
For Proposal II - Ratification of Farber Hass Hurley LLP as our Independent Registered Public Accounting
Firm, you may vote “FOR,” “AGAINST” or “ABSTAIN.” If you abstain from voting on Proposal II, your
shares will be counted as present and entitled to vote for the purpose of establishing a quorum and your
abstention will have the same effect as a vote against the proposal. If you hold your shares in street name, your
broker, bank or nominee will have discretionary authority to vote on Proposal II if they do not receive
instructions from you.
Ratification of Farber Hass Hurley LLP as our independent registered public accounting firm for the fiscal year
ending December 31, 2022 will require the affirmative vote of a majority of the shares present (including
virtually) or by proxy and entitled to vote at the Annual Meeting on this matter.
Finally, if you sign and return your proxy card with no further instructions, your shares will be counted as a
vote “FOR” the Class III director nominee and “FOR” the ratification of the appointment of Farber Hass
Hurley LLP as our independent registered public accounting firm for the fiscal year ending December 31, 2022.
In addition, the proxy also delegates discretionary authority to vote with respect to any other business which
may properly come before the Annual Meeting or any adjournment or postponement thereof.
Q: What is the quorum requirement?
A: A quorum of stockholders is necessary to hold a valid meeting. A quorum will be present if at least a majority
of the outstanding shares of common stock are represented by stockholders as of the Record Date present at the
meeting (including virtually) or by proxy.
Your shares will be counted towards the quorum only if you submit a valid proxy or if you vote at the Annual
Meeting. Abstentions will be counted towards the quorum requirement. If there is no quorum, a majority of the
votes present at the meeting may adjourn the meeting to another date.
Q: What effect do abstentions and broker non-votes have on quorum requirements?
A: Abstentions and broker non-votes are counted as present for establishing a quorum for the transaction of
business at the Annual Meeting. A “broker non-vote” occurs when a broker votes on a matter it does not have
authority to vote on.
Under the rules that govern brokers who have record ownership of shares that are held in “street name” for their
clients, the beneficial owners of the shares, brokers have discretion to vote these shares on routine matters but
not on non-routine matters. If you hold common stock through a broker and you have not given voting
instructions to the broker, the broker will be prevented from voting shares on non-routine matters, resulting in a
“broker non-vote.” Thus, if you do not otherwise instruct your broker, the broker may turn in a proxy card
voting your shares on routine matters but expressly instructing that the broker is NOT voting on non-routine
matters. Ratification of our independent registered public accounting firm (Proposal II) contained in this Proxy
Statement is considered a routine matter. However, Proposal I is considered a non-routine matter.
Brokers do not have discretionary authority to vote on the election of directors (Proposal I), so it is very
important that you instruct your broker how to vote with respect to these proposals.
Q: I share an address with another stockholder, and we received only one copy of the Notice. How may I obtain
an additional copy of the Notice or proxy materials?
A: In an effort to reduce printing costs and postage fees, we have adopted a practice approved by the SEC called
“householding.” Under this practice, stockholders who have the same address and last name and do not
5
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participate in electronic delivery of proxy materials will receive only one copy of the Notice or our proxy
materials if a full set is requested, unless one or more of these stockholders notifies us that he or she wishes to
continue receiving individual copies. Stockholders who participate in householding will continue to receive
separate proxy cards.
If you share an address with another stockholder and received only one Notice or set of proxy materials and
would like to request a separate copy of these materials, please: (1) mail your written request to VirnetX
Holding Corporation, P.O. Box 439, Zephyr Cove, Nevada 89448 (Attention: Investor Relations), or (2) call our
Investor Relations department at (775) 548-1785. Additional copies of the proxy materials will be sent
promptly after receipt of your request. Similarly, you may also contact us if you received multiple copies of the
proxy materials and would prefer to receive a single copy in the future.
Q: What does it mean if I receive more than one Notice?
A: It means that you hold shares in more than one account. To ensure that all your shares are voted, sign, date and
return each proxy card.
Q: Who tabulates the votes and how will I know the results of the voting at the Annual Meeting?
A: The votes will be tabulated by an independent inspector of election, who will be a representative of Issuer
Direct Corporation.
We will announce preliminary voting results at the Annual Meeting. We will publish the preliminary, or if
available, final, voting results in a Current Report on Form 8-K to be filed with the SEC on or before the fourth
business day following the date of the Annual Meeting. If not published in an earlier Current Report on Form
8-K, we will publish the final voting results in an amendment to the Current Report on Form 8-K reporting the
preliminary voting results within four business days after the final voting results are available. You may obtain
a copy free of charge on our website at www.virnetx.com, by contacting our Investor Relations Department at
(775) 548-1785, or online at www.sec.gov.
Q: How do I contact the Board?
A: You can send written communications to the Board or any individual director in accordance with our bylaws,
addressed to:
Board of Directors, Nominating and Corporate Governance Committee,
or name of individual director
c/o Corporate Secretary
VirnetX Holding Corporation
P.O. Box 439
Zephyr Cove, Nevada 89448
Our Corporate Secretary will then direct such communications (except for solicitations or other matters
unrelated to us) to the relevant director(s).
Q: Where are your principal executive offices?
A: Our principal executive offices are located at 308 Dorla Court, Zephyr Cove, Nevada 89448. Our telephone
number is (775) 548-1785.
Q: How do I submit a stockholder proposal for the 2023 Annual Meeting of Stockholders?
A: Stockholders may present proper proposals for inclusion in the Company’s proxy statement and for
consideration at the next annual meeting of its stockholders by submitting their proposals in writing to the
Company in a timely manner. In order to be included in the proxy statement for the 2023 Annual Meeting of
Stockholders, stockholder proposals must be received by the Company no later than December 14, 2022 and
must otherwise comply with the requirements of Rule 14a-8 of the Securities Exchange Act of 1934, as
amended (the “Exchange Act”).
In addition, the Company’s bylaws establish an advance notice procedure for stockholders who wish to present
certain matters, including the nomination of directors, before an annual meeting of stockholders without
6
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including those matters in the Company’s proxy statement. In general, such proposals, including the
information required by the Company’s bylaws, must be received by the Company no earlier than February 3,
2023 and no later than March 5, 2023.
If the date of the stockholder meeting is moved more than 30 days before or 60 days after the anniversary of the
Annual Meeting and less than 60 days’ notice or prior public disclosure of the date of the meeting is given or
made to stockholders, the Company’s advance notice procedure requires that such proposal including certain
information, as described in the Company’s bylaws, must be received by the Company not later than the 10th
day following the day on which such notice of the date of the meeting was mailed or such public disclosure was
made. Our Bylaws have been publicly filed with the SEC and can be obtained online at www.sec.gov.
If a stockholder fails to give notice of a stockholder proposal as required by our bylaws or other applicable
requirements, then the proposal will not be included in the proxy statement for our 2023 Annual Meeting of
Stockholders and the stockholder will not be permitted to present the proposal to the stockholders for a vote at
our 2023 Annual Meeting of Stockholders.
Q: What if I have questions about lost stock certificates or need to change my mailing address?
A: You may contact our transfer agent, Equiniti Trust Company, by telephone at 1-866-877-6270, or by facsimile
at 1-866-729-7680, if you have lost your stock certificate or need to change your mailing address.
IMPORTANT ADDITIONAL VOTING INFORMATION FOR THE ANNUAL MEETING
Broker Voting
Stockholders who hold shares of the Company through a broker, bank or other nominee receive proxy materials
before each stockholder meeting. Your broker is not permitted to vote on your behalf on Proposal I, unless you
follow the instructions provided by your broker. For your vote to be counted, you will need to communicate your
voting decisions to your broker, bank or other nominee before the date of the Annual Meeting.
Your Participation in Voting the Shares You Own Is Important
Voting your shares is important to ensure that you have a say in the governance of the Company and to fulfill
the objectives of the plurality voting standard that we apply in the election of directors. Please review the proxy
materials and follow the instructions on the proxy card to vote your shares. We hope you will exercise your rights
and fully participate as a stockholder in the Company’s future.
7
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BOARD OF DIRECTORS
The Board is presently composed of five members: Michael F. Angelo, Gary W. Feiner, Kendall Larsen,
Thomas M. O’Brien and Robert D. Short III, Ph.D. Mr. Larsen serves as Chairman of the Board of Directors.
Our Amended and Restated Certificate of Incorporation provides that the directors on our Board shall be
divided into three classes, with the classes serving for staggered, three-year terms. Currently, we have two Class I
directors, two Class II directors and one Class III director. One class is elected each year at the annual meeting of
stockholders. The term of each class of directors expires as follows: Class I at the 2023 Annual Meeting of
Stockholders, Class II at the 2024 Annual Meeting of Stockholders, and Class III at the Annual Meeting. Each
director shall hold office until his successor is elected and qualified or until his earlier death, resignation or removal.
Director Nominees and Continuing Directors
Set forth below are the names and certain information about the nominee for Class III director. The names of,
and certain information about, the current Class I and Class II directors with unexpired terms are also set forth
below. All information is as of March 1, 2022.

Age

Class

Current
Term
Expires

62

III

2022

Director

2007

Kendall Larsen

64

I

2023

President, Chief Executive Officer and
Chairman of the Board of Directors

2007

Gary W. Feiner

59

I

2023

Director

2014

Thomas M. O’Brien

55

II

2024

Director

2007

Robert D. Short III, Ph.D.

70

II

2024

Chief Scientist and Director

2010

Name

Position

Director
Since

Director Nominees
Michael F. Angelo
Continuing Directors

Director Nominee
Class III Director
Michael F. Angelo, CRISC CISSP CDPSE, has been a director since July 5, 2007. He has been the Chief
Security Architect at the Security Products Division of Micro Focus International, a global, enterprise software
company since August 2005. From October 2003 to August 2005, Mr. Angelo was a Security Architect and
Manager, Government Engagements SBU with Microsoft Corporation. From July 1989 to October 2003, Mr. Angelo
was a Staff Fellow at both Hewlett Packard Company and Compaq Computer Corp. Mr. Angelo also served as
Senior Systems Programmer at the John von Neumann National Supercomputer Center from September 1985 to July
1989. He was a Sub-Chairman of the National Institute of Standards and Technology Board of Assessment for
Programs/National Research Council responsible for the CISD review for fiscal years 2001 and 2002, and he has
been a technology contributor and participant on the U.S. Commerce Department’s Information Systems Technical
Advisory Council (ISTAC) from 1999 to the present. Mr. Angelo was named a distinguished lecturer for 2004 and
2005 by Sigma XI, the Scientific Research Society. He currently holds 69 patents, most in the area of security and
authentication, and was named the 2003 Inventor of the Year for the City of Houston by the Houston Intellectual
Property Lawyers Association. Mr. Angelo is also an Information Systems Security Association (“ISSA”)
Distinguished Fellow and ISSA Hall of Fame recipient.
As a holder of many patents in the fields of security and authentication, and as a result of his long and
distinguished industry and scholarly background in the area of computer security and networking, Mr. Angelo brings
to the Board critical technical and industry knowledge and expertise. With his extensive industry knowledge and
having successfully served in multiple leadership capacities in various types of organizations, Mr. Angelo is
uniquely qualified to serve as chair of the Company’s nominating and corporate governance committee.
Continuing Directors
Class I Directors
Kendall Larsen has been Chairman of the Board, President and Chief Executive Officer since July 5, 2007 and
held the same positions with VirnetX Inc. since its inception in August 2005. Mr. Larsen does not hold director
positions with any other reporting or registered investment companies. From April 2003 to July 2005, Mr. Larsen
8
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focused on pre-incorporation activities related to VirnetX Inc. From April 2002 to April 2003, Mr. Larsen was a
Limited Partner at Osprey Ventures, L.P., a venture fund that makes investments primarily in business and consumer
technology companies. From October 2000 to April 2002, he was Senior Vice President and General Manager of the
Security Products Division of Phoenix Technologies Ltd., a software and firmware developer, and he has also held
senior executive positions over a period of over twenty years at various leading technology companies, including
RSA Security, Inc., Xerox Corporation, Rolm/International Business Machines Corporation, Novell, Inc., General
Magic, Inc., and Ramp Networks. Mr. Larsen holds a B.S. in Economics from the University of Utah.
With his years of managerial experience, Mr. Larsen brings to the Board demonstrated management ability at
senior levels. Mr. Larsen’s day-to-day leadership and intimate knowledge of our business and operations provide the
Board with Company-specific experience and expertise. Mr. Larsen’s drive for innovation and excellence position
him well to serve as our Chairman, President and Chief Executive Officer.
Gary W. Feiner has been a director since 2014. Mr. Feiner has served as President at Feiner Financial Inc since
1993, an accounting and financial planning services company founded in 1977. Mr. Feiner has a wide breadth of
business leadership knowledge covering tax law, audit, corporate planning, securities regulation, and finance. He
advises on structuring comprehensive and creative strategies for achieving profitable growth and establishing
effective relationships between companies and investment bankers. He is a recognized industry expert with a
reputation for a “hands on” client-focused approach. He has provided personalized services in the fields of finance,
medicine, law, real estate, education and technology. Mr. Feiner was selected to serve on the Board for his
unique qualifications.
Class II Directors
Thomas M. O’Brien has been a director since July 5, 2007. He is currently a private investor and founder of
private companies engaged in areas such as real estate, youth sports, fitness, hospitality and travel. Mr. O’Brien also
serves as a director for two nonprofit entities. Until December 31, 2017, he was Chief Executive Officer and
President of TravelCenters of America LLC (NASDAQ: TA) since February 2007 and a Managing Director of TA
since October 2006. Until December 31, 2017, he was an employee of The RMR Group, Inc. (NASDAQ: RMR)
(“RMR”) since May 1996 and served as an Executive Vice President of that company since September 2008, prior
to which he served in various roles since May 1996, including holding various positions with public entities related
to RMR. From 1988 to 1996, Mr. O’Brien was a senior manager with Arthur Andersen LLP where he served a
number of public company clients. Mr. O’Brien graduated cum laude from the University of Pennsylvania, Wharton
School of Business, with a B.S. in Economics.
As a former certified public accountant, chief financial officer, chief executive officer, and director of public
companies listed on the New York Stock Exchange (“NYSE”) and NASDAQ, Mr. O’Brien brings to the audit
committee, of which he is Chairman, and the Board, a deep understanding of complex accounting and finance issues
faced by the Company and can provide critical insight into the financial and other reporting requirements of a U.S.
public company. In addition, his extensive capital markets experience is an invaluable resource as the Company
regularly assesses its capital and liquidity needs.
Robert D. Short III, Ph.D. has been a director since July 9, 2010. He has been the Chief Scientist for the
Company since May 2006 and was the Chief Technical Officer from June 2010 to September 2021. From February
2000 to April 2007, Dr. Short was Assistant Vice President and Division Manager at Science Applications
International Corporation, or SAIC, from which we acquired certain patents in 2006. From 1994 to February 2000,
he also held various other positions at SAIC. Prior to SAIC, he worked at ARCO Power Technologies, Inc. (Atlantic
Richfield Petroleum), Sperry Corporate Technology Center and Sperry Research Center. He has a Ph.D. in Electrical
Engineering from Purdue University along with a M.S. in Mathematics and a B.S. in Electrical Engineering from
Virginia Tech.
As co-inventor on the majority of the patents in the Company’s patent portfolio, Dr. Short brings to the Board
extraordinary technical knowledge and a deep understanding of the Company’s business, history and organization
and the field of information security.
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Role of the Board
Our directors are appointed to oversee the actions and results of our management. They were selected for their
educational background, professional experience, knowledge of our business, integrity, professional reputation,
independence, wisdom and ability to represent the best interests of our stockholders. Their responsibilities include
but are not limited to:
•

providing general oversight of the business;

•

approving corporate strategy;

•

approving major management initiatives;

•

providing oversight of legal and ethical conduct;

•

overseeing our management of cybersecurity and technology risks;

•

overseeing our management of significant business risks;

•

selecting, compensating, and evaluating director nominees;

•

evaluating Board processes and performance; and

•

reviewing and implementing recommendations and reports of the committees of the Board.

Board Leadership Structure
The Board believes that the Company’s Chief Executive Officer is best situated to serve as Chairman of the
Board because he is the director most familiar with the Company’s business and industry, and most capable of
effectively identifying strategic priorities and leading the execution of strategy. Independent directors and
management have different perspectives and roles in strategy development. The Company’s independent directors
bring experience, oversight and expertise from outside the Company and industry, while the Chief Executive Officer
brings company-specific experience and expertise. The Board believes that the combined role of Chairman of the
Board and Chief Executive Officer promotes strategy development and execution, and facilitates information flow
between management and the Board, which is essential to effective governance.
The Company does not currently have a lead independent director. To ensure effective independent oversight,
the Board has designed its leadership structure so that independent directors exercise oversight of the Company’s
management and key issues related to strategy and risk. Only independent directors serve on and chair the audit
committee, the compensation committee and the nominating and corporate governance committee of the Board. As a
result of the Board’s committee system and majority of independent directors, the Board maintains effective
oversight of our business operations, including independent oversight of our financial statements, executive
compensation, selection of director candidates, and corporate governance programs. Accordingly, we believe that
our current leadership structure is appropriate and enhances the Board’s ability to effectively carry out its roles and
responsibilities on behalf of our stockholders.
Risk Oversight
Management is responsible for the day-to-day management of risks that the Company faces, while the Board,
as a whole and through its committees, has responsibility for the oversight of risk management. In its risk oversight
role, the Board has the responsibility to satisfy itself that the risk management processes designed and implemented
by management are adequate and functioning, as designed. The Board believes that establishing the right “tone at
the top” and full and open communication between management and the Board are essential for effective risk
management and oversight. Senior management attends Board meetings quarterly and is available to address any
questions or concerns raised by the Board on risk management and any other matters. Each quarter, the Board
receives presentations from senior management on strategic matters involving our operations. The Board holds
strategic planning sessions with senior management to discuss strategies, key challenges, risks, including risks
related to product, go-to-market and sales strategies, competitive risks, financial risks, brand and reputation risks,
legal, compliance, governance and geo-political risks, operational risks and cybersecurity and technology risks, and
opportunities for the Company. Throughout the year, our Board and each committee spend a portion of their time
reviewing and discussing these specific risk topics.
While the Board is ultimately responsible for risk oversight for the Company, our three Board committees assist
the Board in fulfilling its oversight responsibilities with respect to certain areas of risk. The audit committee assists
10
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the Board in fulfilling its oversight responsibilities with respect to risk management in the areas of financial
reporting, internal controls and compliance with legal and regulatory requirements. Our compensation committee
assists the Board in fulfilling its oversight responsibilities with respect to the management of risks arising from our
compensation policies and programs. The nominating and corporate governance committee assists the Board in
fulfilling its oversight responsibilities with respect to the management of risks associated with Board organization,
membership and structure, succession planning for our directors and executive officers, and corporate governance.
Risk Assessment of Compensation Policies
The Company notes that:
•

the Company’s annual incentive compensation is based on performance that promotes disciplined progress
towards longer-term Company goals;

•

the Company does not offer significant short-term incentives that might drive high-risk investments at the
expense of long-term Company value;

•

the Company’s compensation programs are weighted toward offering long-term incentives that reward
sustainable performance; and

•

the Company’s compensation awards are established at reasonable and sustainable levels, as determined
by a review of the Company’s economic position and prospects, as well as the compensation offered by
comparable companies.

The Company’s compensation policies and practices are intended not to foster risk taking above the level of
risk associated with the Company’s business model. Accordingly, the Company believes it has a balanced pay and
performance program that does not promote excessive risk taking.
Code of Ethics
We have adopted a Code of Ethics for all employees and directors in accordance with the requirements of
Item 406 of Regulation S-K and the NYSE Listed Company Manual. A copy of our Code of Ethics is available on
our website at www.ir.virnetx.com under the “Investors” tab in the “Corporate Governance” subcategory, or by
writing to us at VirnetX Holding Corporation, P.O. Box 439, Zephyr Cove, Nevada 89448 (Attention: Investor
Relations).
We intend to post on our website any amendment to, or waiver from, a provision of our Code of Ethics within
four business days of such amendment or waiver.
Composition of the Board
Mix of Independent Directors and Officer-Directors
The Board has a majority of independent directors and has determined that it is beneficial for us and our
stockholders for our Chief Executive Officer and Chief Scientist to also be Board members. Other officers may,
from time to time, serve as Board members, but no officer other than the Chief Executive Officer should be expected
to be elected to the Board by virtue of his or her office.
Independence Determinations
The Board annually determines the independence of directors based on a review by the directors and the
nominating and corporate governance committee. No director is considered independent unless the Board has
determined that he or she has no material relationship with the Company, either directly or as a partner, stockholder,
or officer of an organization that has a material relationship with the Company.
Audit committee members must also satisfy the additional independence criteria set forth in Rule 10A-3 under
the Exchange Act, and the listing standards of NYSE. Compensation committee members must also satisfy the
additional independence criteria set forth in Rule 10C-1 under the Exchange Act and the listing standards of NYSE.
We have adopted rules for director independence standards of NYSE corporate governance listing standards
and the rules and regulations of the SEC. The Board has determined that Michael F. Angelo, Gary W. Feiner and
Thomas M. O’Brien meet the aforementioned independence standards.
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Board and Committee Meetings and Annual Meeting Attendance
The Board held a total of six meetings during the fiscal year ended December 31, 2021, and no director
attended fewer than 75% of the total number of meetings of the Board and the committees of which he was a
member. Since November 6, 2007, the Board has had a standing audit committee, compensation committee and
nominating and corporate governance committee. Our audit committee charter, compensation committee charter, and
nominating and corporate governance committee charter, each as adopted by the Board, and as may be amended
from time to time, are posted on our website at www.ir.virnetx.com under the “Investors” tab in the “Corporate
Governance” subcategory.
We encourage, but do not require, the Board members to attend our annual meetings of stockholders. All of our
current Board members were in attendance for our 2021 Annual Meeting of Stockholders.
Committees of the Board
The Board has the following standing committees: audit committee, compensation committee and nominating
and corporate governance committee. The following table details the membership of each standing committee and
the number of meetings of each standing committee conducted during fiscal 2021:
Nominating
&
Corporate
Audit Compensation Governance

Name of Director

Michael F. Angelo

M

M

C

Kendall Larsen

—

—

—

Thomas M. O’Brien

C

M

M

Robert D. Short III, Ph.D.

—

—

—

Gary W. Feiner

M

C

M

Number of Meetings in Fiscal 2021

8

8

6

M = Member
C = Chair

Nominating and Corporate Governance Committee Matters
Membership and Independence
Messrs. Angelo, Feiner and O’Brien comprise our nominating and corporate governance committee, with
Mr. Angelo serving as the chairman. The Board has determined that each of Messrs. Angelo, Feiner and O’Brien
meets NYSE requirements for independence. Our nominating and corporate governance committee met six times
during fiscal 2021.
Responsibilities
Our nominating and corporate governance committee is responsible for, among other things:
•

assisting the Board in identifying prospective director nominees and recommending to the Board director
nominees for each annual meeting of stockholders, vacancy, or newly created director position;

•

providing oversight with respect to corporate governance and ethical conduct;

•

developing and recommending to the Board the Code of Ethics and assessing such Code of Ethics and
recommending changes; and

•

delegating such of its authority and responsibilities as it deems proper to members of the nominating and
corporate governance committee or a subcommittee thereof.

A more detailed description of our nominating and corporate governance committee’s functions can be found in
our nominating and corporate governance committee charter at www.ir.virnetx.com under the “Investors” tab in the
“Corporate Governance” subcategory , or by writing to us at VirnetX Holding Corporation, P.O. Box 439, Zephyr
Cove, NV 89448 (Attention: Investor Relations).
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Stockholder Recommendations and Nominees
The policy of our nominating and corporate governance committee is to consider properly submitted
recommendations for candidates to the Board from stockholders. In evaluating such recommendations, our
nominating and corporate governance committee seeks to achieve a balance of experience, knowledge, integrity, and
capability on the Board and to address the membership criteria set forth under “Director Qualifications” below. Any
stockholder recommendations for consideration by our nominating and corporate governance committee should
include (1) the name, age, business address and residence address of such person, (2) the principal occupation or
employment of such person, (3) the class and number of shares of the Company that are beneficially owned by such
person, and (4) 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
Exchange Act (including, without limitation, such person’s written consent to being named in the Proxy Statement
as a nominee and to serving as a director if elected).
Stockholder recommendations to the Board should be sent to our Corporate Secretary at VirnetX Holding
Corporation, P.O. Box 439, Zephyr Cove, Nevada 89448.
In addition, our Bylaws permit stockholders to nominate directors for consideration at an annual meeting of
stockholders. For a description of the process for nominating directors in accordance with our Bylaws, see “How do
I submit a stockholder proposal for the 2023 Annual Meeting of Stockholders?” of this Proxy Statement and our
Bylaws which have been filed with the SEC.
Director Qualifications
Our nominating and corporate governance committee evaluates and recommends candidates for membership on
the Board consistent with criteria established by the Board. The Board has not formally established any specific,
minimum qualifications that must be met by each candidate for the Board or specific qualities or skills that are
necessary for one or more of the members of the Board. However, our nominating and corporate governance
committee, when considering a potential candidate, will factor into its determination the following qualities of a
candidate, among others: educational background, professional experience, including whether the person is a current
or former chief executive officer or chief financial officer of a public company or the head of a division of a large
international organization, knowledge of our business, integrity, professional reputation, independence, wisdom, and
ability to represent the best interests of our stockholders, diversity, and with respect to diversity, such factors as
gender, race, ethnicity and experience, area of expertise, potential conflicts of interest and other commitments and
other individual qualities and attributes that contribute to the total mix of viewpoints and experience represented on
the Board.
Identification and Evaluation of Nominees for Directors
Our nominating and corporate governance committee uses a variety of methods for identifying and evaluating
nominees for any position on the Board. Our nominating and corporate governance committee regularly assesses the
appropriate size and composition of the Board, the needs of the Board, the respective committees of the Board, and
the qualifications of candidates in light of these needs. Candidates may come to the attention of the nominating and
corporate governance committee through stockholders, management, current members of the Board, or third-party
search firms engaged by the nominating and corporate governance committee.
Once the nominating and corporate governance committee has identified a prospective nominee, the
nominating and corporate governance committee makes an initial determination as to whether to conduct a full
evaluation of the candidate. This initial determination is based on the information provided to the nominating and
corporate governance committee concerning the prospective candidate, as well as the nominating and corporate
governance committee’s own knowledge of the prospective candidate, which may be supplemented by inquiries to
the person making the recommendation or others. If the nominating and corporate governance committee
determines, in consultation with other Board members as appropriate, that additional consideration is warranted, it
may gather or request the third-party search firm to gather additional information about the prospective nominee’s
background and experience. The nominating and corporate governance committee then evaluates the prospective
nominee, taking into account whether the prospective nominee is independent within the meaning of the listing
standards of NYSE and such other factors as it deems relevant, including the current composition of the Board, the
balance of management and independent directors, the need for audit committee or compensation committee
expertise, the prospective nominee’s qualifications as discussed above, the diversity of the member’s skills and
experience in areas that are
13
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relevant to the Company’s businesses and activities, and its evaluations of other prospective nominees. In connection
with this evaluation, the nominating and corporate governance committee determines whether to interview the
prospective nominee and, if warranted, one or more members of the nominating and corporate governance
committee and others, as appropriate, conduct interviews in person or by telephone. After completing this process,
the nominating and corporate governance committee makes a recommendation to the full Board as to the persons
who should be nominated by the Board, and the Board determines the nominees after considering the
recommendation and report of the nominating and corporate governance committee. The nominating and corporate
governance committee follows the same process and uses the same criteria for evaluating candidates proposed by
stockholders, members of the Board, and members of management.
The nominating and corporate governance committee considers diversity as one of a number of factors in
identifying nominees for director. It does not, however, have a formal policy in this regard. The nominating and
corporate governance committee views diversity broadly to include diversity of experience, skills, and viewpoint as
well as traditional diversity concepts such as race or gender.
Audit Committee Matters
Membership and Independence
Messrs. Angelo, Feiner and O’Brien comprise our audit committee, with Mr. O’Brien serving as the chairman.
The Board has determined that each of Messrs. Angelo, Feiner and O’Brien satisfies the requirements for
independence under the rules and regulations of NYSE and the SEC, including the enhanced standards for audit
committee members. The Board has also determined that Mr. O’Brien qualifies as an “audit committee financial
expert” as defined in the SEC rules and satisfies the financial sophistication requirements of NYSE. Our audit
committee met eight times during fiscal 2021.
Responsibilities
Our audit committee is responsible for, among other things:
•

appointment of and approval of compensation for our independent public accounting firm and overseeing
its performance and independence;

•

overseeing our accounting and financial reporting processes;

•

overseeing the audits of our financial statements;

•

overseeing the effectiveness of our internal controls over financial reporting; and

•

preparing the audit committee report that the SEC requires in our annual proxy statement.

A more detailed description of our audit committee’s functions can be found in our audit committee charter at
www.ir.virnetx.com under the “Investors” tab in the “Corporate Governance” subcategory, or by writing to us at
VirnetX Holding Corporation, P.O. Box 439, Zephyr Cove, Nevada 89448 (Attention: Investor Relations).
Principal Accountant Fees & Services
The following table sets forth the costs we incurred for services provided by Farber Hass Hurley LLP, our
independent registered public accounting firm, which audited our financials for the years ended December 31, 2021
and December 31, 2020.
Year Ended December 31(1)
2021

2020

Audit Fees

$196,850

$209,000

Audit-Related Fees

$ 34,230

$ 59,530

Tax Fees

$

—

$

—

All Other Fees

$

—

$

—

Total Fees

$231,080

(1)

$268,530

Reflects the fees approved by the Company and billed or to be billed by Farber Hass Hurley LLP with respect to services performed for the
audit and other services for the applicable fiscal year.
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Audit Fees. Consists of fees billed for professional services rendered in connection with the audit of our
consolidated financial statements, including the audit of internal control over financial reporting, review of the
interim consolidated financial statements included in our quarterly reports, and accounting services in connection
with securities offerings.
Audit-Related Fees. Consists of fees billed for assurance and related services that are reasonably related to the
performance of the audit or review of our consolidated financial statements and are not reported under “Audit Fees.”
These services include consultations in connection with financial accounting and reporting standards.
Tax Fees. Consists of fees billed for professional services for tax compliance, tax advice and tax planning. We
have nothing to report in this line item as we did not engage Farber Hass Hurley LLP to perform tax-related services
for the Company.
All Other Fees. We have nothing to report in this line item as we did not engage Farber Hass Hurley LLP to
perform services not covered by the preceding three categories.
Audit Committee Pre-Approval of Audit and Permissible Non-Audit Services of Independent Registered Public
Accounting Firm
Our audit committee’s policy is to pre-approve all services provided by our independent registered public
accounting firm. For fiscal 2021, our audit committee pre-approved 100% of all services provided by our
independent registered public accounting firm. These services include audit services and audit-related services. Our
independent registered public accounting firm is required to periodically report to our audit committee regarding the
extent of services provided by our independent registered public accounting firm in accordance with this preapproval policy. Our audit committee may also delegate pre-approval authority to one or more of its members. Such
member(s) must report any such pre-approval to our audit committee at the next scheduled meeting.
Compensation Committee Matters
Membership and Independence
Messrs. Angelo, Feiner and O’Brien comprise our compensation committee, with Mr. Feiner serving as the
chairman. The Board has determined that each of Messrs. Angelo, Feiner and O’Brien satisfies the requirements for
independence under the rules of NYSE including the enhanced standards for compensation committee members, and
is a “non-employee director” within the meaning of Section 16 of the Exchange Act. Our compensation committee
met eight times during fiscal 2021.
Responsibilities, Processes and Procedures
Our compensation committee’s responsibilities and primary processes for establishing and overseeing executive
compensation include, among other things:
•

exclusive authority to determine the amount and form of compensation paid to the Company’s Chief
Executive Officer;

•

determining the amount and form of compensation paid to the Company’s executive officers, officers,
employees, consultants and advisors;

•

administering our equity incentive plans;

•

engaging, compensating and terminating compensation consultants, legal counsel and such other advisors
to assist the compensation committee;

•

reviewing and discussing with management to Company’s proposed disclosure under “Compensation
Discussion and Analysis” as set forth in Regulation S-K and recommending to the Board whether such
disclosure should be included in the Company’s public filings, as applicable;

•

preparing the compensation committee report that the SEC requires in our annual proxy statement, as
applicable;

•

recommending the compensation of non-employee directors to the Board; and

•

making regular reports to the Board with respect to significant actions and determinations made by the
compensation committee.
15

TABLE OF CONTENTS

Our Chief Executive Officer generally attends compensation committee meetings and makes recommendations
to our compensation committee regarding the amount and form of the compensation of the other executive officers
and key employees. He is not present for any of the executive sessions or for any decisions regarding his
own compensation.
Except with respect to determining the Chief Executive Officer’s compensation, the compensation committee
may delegate its authority to a subcommittee thereof and, to the extent permitted by applicable law, the
compensation committee may delegate to officers or appropriate supervisory personnel the authority to grant stock
awards to non-executive, non-director employees.
A more detailed description of our compensation committee’s functions can be found in our compensation
committee charter at www.ir.virnetx.com under the “Investors” tab in the “Corporate Governance” subcategory, or
by writing to us at VirnetX Holding Corporation, P.O. Box 439, Zephyr Cove, Nevada 89448 (Attention: Investor
Relations).
Compensation Committee Interlocks and Insider Participation
During fiscal 2021, Messrs. Angelo, Feiner and O’Brien served as members of our compensation committee.
No member of our compensation committee was an officer or employee of VirnetX during fiscal 2021. In addition,
no member of our compensation committee or executive officer of the Company served as a member of the board or
compensation committee of any entity that has an executive officer serving as a member of the Board or our
compensation committee.
Communications with the Board
Any of our stockholders who wish to communicate with the Board, a committee of the Board, the nonmanagement directors as a group, or any individual member of the Board, may send correspondence to our
Corporate Secretary at VirnetX Holding Corporation, P.O. Box 439, Zephyr Cove, Nevada 89448.
Our Corporate Secretary will compile and submit on a periodic basis all stockholder correspondence to our
entire Board, or, if and as designated in the communication, to a committee of the Board, our non-management
directors as a group, or an individual Board member. The independent directors of the Board review and approve the
stockholders’ communications process periodically to ensure effective communication with stockholders.
Director Compensation
Directors who are also our employees are not compensated for serving on the Board. Information regarding
compensation otherwise received by our directors, who are also named executive officers, is provided under the
heading “Executive Compensation.”
Our compensation committee periodically reviews director compensation in consultation with its independent
compensation consultant, Compensia, Inc., or Compensia. Any recommendations for changes are made to our full
Board by our compensation committee. Our compensation committee last reviewed our director compensation
program with Compensia in March 2022 and determined that the program remains competitive. Our compensation
committee has not recommended any changes to the full Board in 2019, 2020, 2021, or 2022 (other than in
connection with the potential formation of the cyber subcommittee within the nomination and corporate governance
committee as discussed below).
Our amended and restated 2013 Equity Incentive Plan, or the 2013 Plan, which was last approved by our
stockholders in 2021, contains maximum limits on the size of the equity awards that can be granted to each of our
non-employee directors in any fiscal year. Those maximum limits do not reflect the intended size of any potential
grants or a commitment to make any equity award grants to our non-employee directors in the future. These
maximum limits provide that no non-employee director may be granted, in any fiscal year, equity awards covering
more than 100,000 shares, in the aggregate. Equity awards granted to an individual while he or she was an employee
or a consultant, but not a non-employee director, do not count for purposes of these limits.
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Cash Compensation of Non-employee Directors
Consistent with our compensation policy, we provide the following cash compensation for non-employee
directors:
•

each non-employee director receives an annual cash retainer of $44,000;

•

each non-employee director who serves as a member of our audit committee receives an annual cash
retainer of $6,600; each non-employee director who serves as a member of our compensation committee
receives an annual cash retainer of $5,500; and each non-employee director who serves as a member of
our nominating and corporate governance committee receives an annual cash retainer of $2,200; and

•

each non-employee director who serves as a chair of our audit committee receives an annual cash retainer
of $18,150; each non-employee director who serves as a chair of our compensation committee receives an
annual cash retainer of $9,900; and each non-employee director who serves as a chair of our nominating
and corporate governance committees receives an annual cash retainer of $5,500.

We do not pay cash-based meeting fees for Board or committee meetings.
Changes to Director Compensation for 2022
Our nominating and corporate governance committee intends to establish a cyber subcommittee within our
nominating and corporate governance committee in fiscal 2022, with Mr. Angelo serving as the chairman. Effective
upon formation of the cyber subcommittee, each non-employee director who serves as the cyber subcommittee chair
will receive an additional annual cash retainer of $10,000. This increase would be in connection with the added
responsibilities of being chair of the cyber subcommittee. There have been no other changes to director
compensation other than as described above.
Stock Compensation of Non-Employee Directors
Consistent with our compensation policy, we provide the following stock compensation for non-employee
directors:
•

Upon the initial election or appointment to the Board of a new non-employee director, such individual will
be granted, under our 2013 Plan, an option to purchase 30,000 shares of our Common Stock with a pershare exercise price equal to the fair market value of that stock on the date of grant and which will vest
monthly with respect to 1/36th of the total number of shares subject to the option, conditioned upon
continued service as a director; provided that all vesting shall be accelerated such that the shares
underlying such option shall be vested and become exercisable in full on the close of business on the day
prior to the Company’s third annual meeting of stockholders to take place after the director’s initial
election or appointment to the Board; and provided further that these options automatically become fully
vested immediately prior to a “change in control” of the Company.

•

each existing non-employee director will be automatically granted, under the 2013 Plan, an option to
purchase 12,500 shares of our Common Stock at each year’s annual meeting of stockholders with a pershare exercise price equal to the fair market value of that stock on the date of grant and which will fully
vest upon the earlier of (a) the one-year anniversary of such a grant or (b) the close of business on the day
prior to the following year’s annual meeting of stockholders, conditioned upon continued service as a
director; provided that these options automatically become fully vested immediately prior to a “change in
control” of the Company.

•

each existing non-employee director will be automatically granted, under the 2013 Plan, an award for
8,333 restricted stock units (“RSUs”) at each year’s annual meeting of stockholders, which will fully vest
upon the earlier of (a) the one-year anniversary of such grant or (b) the close of business on the day prior
to the following year’s annual meeting of stockholders, conditioned upon continued service as a director;
provided that these RSUs automatically become fully vested immediately prior to a “change in control” of
the Company.
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The following table shows the compensation earned by or paid to each of our non-employee directors for fiscal
2021:
Fees
Earned or
Paid in Cash

Stock
Awards(2)

Option
Awards(2)

All Other
Compensation

Total

Michael F. Angelo

$61,600

$39,665

$43,750

—

$145,015

Gary W. Feiner

$62,700

$39,665

$43,750

—

$146,115

Thomas M. O’Brien

$69,850

$39,665

$43,750

—

$153,265

Name(1)

(1)
(2)

This table includes the compensation of only non-employee directors. For compensation of Mr. Larsen and Dr. Short, please see “Executive
Compensation and Other Matters” of this Proxy Statement.
The amounts in this column reflect the aggregate grant date fair value of the stock awards and option awards computed in accordance with
Financial Accounting Standards Board’s Accounting Standards Codification Topic 718, or FASB ASC Topic 718. There can be no
assurance that these amounts will ever be realized. For information on the valuation assumptions used in valuing these stock option awards,
refer to Note 6 titled “Stock-Based Compensation” in the Notes to the Financial Statements contained in the Company’s Annual Report on
Form 10-K for fiscal 2021.

The following table lists all outstanding equity awards held by our non-employee directors as of December 31,
2021:
Aggregate Number of
Shares Underlying
Outstanding Options

Number of Securities
Underlying Unvested
Stock Awards

Michael F. Angelo

112,500

8,333

Gary W. Feiner

105,000

8,333

Thomas M. O’Brien

112,500

8,333

Name
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
The following table sets forth the beneficial ownership of our Common Stock as of March 1, 2022 by:
•

all persons known to us, based on statements filed by such persons pursuant to Section 13(d) or 13(g) of
the Exchange Act or in statements made to us, to be the beneficial owners of more than 5% of our
Common Stock;

•

each director and nominee for director;

•

each of our named executive officers as listed in the “Summary Compensation Table” of this Proxy
Statement; and

•

all current directors and executive officers as a group.

This table lists applicable percentage ownership based on 71,232,856 shares of Common Stock outstanding as
of March 1, 2022. Securities that a person has a right to acquire pursuant to SEC rules within 60 days of March 1,
2022 are deemed to be beneficially owned by the persons holding these securities for the purpose of computing the
number of shares owned by, and percentage ownership of, that person, but are not treated as outstanding for the
purpose of computing any other person’s number of shares owned or ownership percentage.
Except as indicated by footnote, and subject to applicable community property laws, each person identified in
the table possesses, to the best of our knowledge, sole voting and investment power with respect to all capital stock
shown to be held by that person. The address of each executive officer and director, unless indicated otherwise, is
c/o VirnetX Holding Corporation, P.O. Box 439, Zephyr Cove, NV, 89448.
Amount and Nature of
Beneficial
Ownership(1)

Name and Address of Beneficial Owner

Percent of
Class

5% or Greater Stockholders:
Kendall Larsen

8,132,817(2)

11.25%

BlackRock, Inc.

4,467,963(3)

6.27%

The Vanguard Group

3,181,610(4)

4.47%

Kendall Larsen

8,132,817(2)

11.25%

Robert D. Short III, Ph.D.

1,483,776(5)

2.05%

Thomas M. O’Brien

284,161(6)

*

Michael F. Angelo

211,226(7)

*

Gary W. Feiner

154,998(8)

*

3,333(9)

*

Directors and Named Executive Officers:

Katherine Allanson
All directors and current executive officers as a group (6 persons):
(*)
(1)

10,270,311(10)

13.89%

Less than 1%.
Beneficial ownership is determined in accordance with the rules of the SEC and generally includes voting or investment power with respect
to securities. Securities that are exercisable, convertible or to which a holder has a right to acquire within 60 days of March 1, 2022 are
deemed outstanding for purposes of computing the percentage of the person holding such securities 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) Includes (i) 1,079,578 shares of common stock issuable upon exercise of options presently exercisable or exercisable within 60 days of
March 1, 2022, of which, 494,893 are held by Kathleen Larsen, (ii) 300,000 shares held of record by K2 Investment Fund, LLC, of which
Mr. Larsen and Mrs. Larsen are the sole member-managers, and (iii) 460,194 shares of common stock held by Mrs. Larsen. Excludes
613,530 shares obtained prior to fiscal 2021 and held by the Kathleen Sheehan Revocable Trust dated 2/5/2009 and shares, stock options,
and RSUs held by Mr. and Mrs. Larsen’s adult children. Mr. Larsen disclaims beneficial ownership of the excluded shares.
(3) The information is based solely on a Schedule 13G filed by this stockholder on February 3, 2022. The stockholder’s business address is 55
East 52nd Street, New York, New York 10055. This stockholder has sole dispositive power over all such shares.
(4) The information is based solely on a Schedule 13G filed by this stockholder on February 10, 2022. The stockholder’s business address is
100 Vanguard Blvd., Malvern, Pennsylvania 19355. This stockholder has sole dispositive power with respect to 3,116,784 of such shares
and shared dispositive power over 64,826 of such shares.
(5) Includes (i) 1,294,893 shares of common stock issuable upon exercise of options presently exercisable or exercisable within 60 days of
March 1, 2022 and (ii) 188,883 shares of common stock owned by the Short Revocable Living Trust.
(6) Includes 112,500 shares of common stock issuable upon exercise of options presently exercisable or exercisable within 60 days of March 1,
2022.
(7) Includes 112,500 shares of common stock issuable upon exercise of options presently exercisable or exercisable within 60 days of March 1,
2022.
(8) Includes 105,000 shares of common stock issuable upon exercise of options presently exercisable or exercisable within 60 days of March 1,
2022.
(9) Includes 3,333 shares of common stock issuable upon exercise of options presently exercisable or exercisable within 60 days of March 1,
2022.
(10) Includes the following securities beneficially held by our current directors and executive officers as a group: 2,707,804 shares of common
stock issuable upon exercise of options presently exercisable or exercisable within 60 days of March 1, 2022.
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PROPOSAL I:
ELECTION OF CLASS III DIRECTOR
The Board consists of five members. In accordance with our Amended and Restated Certificate of
Incorporation, the Board is divided into three classes with staggered three-year terms. At the Annual Meeting, one
Class III director will be elected for a three-year term to serve until the 2025 annual meeting and until their
respective successor is qualified and elected, or until their earlier death, resignation or removal.
Nominees
The nominating and corporate governance committee of the Board recommended, and the Board approved,
Michael F. Angelo as the Class III director nominee for election to the Board at the Annual Meeting. If elected,
Mr. Angelo will serve as director until our annual meeting in 2025, and until his successor is qualified and elected or
until his earlier death, resignation or removal. Mr. Angelo is a current director of the Company. Please see “Director
Nominee” of this Proxy Statement for information concerning Mr. Angelo.
Unless otherwise instructed, the proxy holders will vote the proxies received by them FOR Mr. Angelo as the
Class III director. If the nominee is unable or decline to serve as a director at the time of the Annual Meeting, the
proxies will be voted for another nominee designated by the Board. We are not aware of any reason that the nominee
would be unable or unwilling to serve as a director.
Vote Required
The director nominee receiving the highest number of votes cast by the shares present (including virtually) or
by proxy and entitled to vote at the Annual Meeting on this matter will be elected to the Board. Votes that are
withheld will be excluded entirely and will have no effect in the election of the director.
The Board of Directors unanimously recommends that stockholders vote “FOR” the election of
Michael F. Angelo as the Class III Director.
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PROPOSAL II:
RATIFICATION OF SELECTION OF INDEPENDENT REGISTERED
PUBLIC ACCOUNTING FIRM
The audit committee has selected Farber Hass Hurley LLP as our independent registered public accounting firm
for the fiscal year ending December 31, 2022 and recommends that stockholders vote for ratification of such
selection. Although ratification by stockholders is not required by law, the Company has determined that it is
desirable to request ratification by the stockholders of this selection. If the stockholders do not ratify the selection of
Farber Hass Hurley LLP, the audit committee may reconsider its selection. Notwithstanding its selection or voting
results, the audit committee, in its discretion, may appoint a new independent registered public accounting firm at
any time during the year if the audit committee believes that such a change would be in the best interests of the
Company and its stockholders.
Farber Hass Hurley LLP has audited our consolidated financial statements annually since it was first appointed
in fiscal 2007. We expect that representatives of Farber Hass Hurley LLP will be present at the Annual Meeting, will
have the opportunity to make a statement if they desire to do so and will be available to respond to appropriate
questions from stockholders.
Vote Required
Ratification of Farber Hass Hurley LLP as our independent registered public accounting firm for the fiscal year
ending December 31, 2022 will require the affirmative vote of a majority of the shares present (including virtually)
or by proxy and entitled to vote at the Annual Meeting on this matter. Abstentions will have the same effect as a vote
“against” the ratification of Farber Hass Hurley LLP as our independent registered public accounting firm.
The Board of Directors, on behalf of the audit committee, recommends that stockholders vote “FOR” the
ratification of the selection of Farber Hass Hurley LLP as the Company’s independent registered public
accounting firm for the fiscal year ending December 31, 2022.
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EXECUTIVE OFFICERS
The following table sets forth the respective names, ages and positions of our named executive officers as of
March 1, 2022.
Name

Age

Position

Kendall Larsen

64

Chairman of the Board of Directors, President and Chief Executive Officer

Robert D. Short III, Ph.D.

70

Chief Scientist and Director

Katherine Allanson

61

Chief Financial Officer

The biographies of Mr. Larsen and Dr. Short are set forth under the heading “Board of Directors” in this
Proxy Statement.
Each officer serves at the discretion of the Board and holds office until his or her successor is duly elected and
qualified or until his or her earlier resignation or removal. There are no family relationships among any of our
directors or executive officers.
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EXECUTIVE COMPENSATION AND OTHER MATTERS
Compensation Discussion and Analysis
Overview
This Compensation Discussion and Analysis describes our compensation program as it relates to our Chief
Executive Officer, our Chief Scientist and our Chief Financial Officer, our three executive officers whom we refer to
as our named executive officers as of the filing of this Proxy Statement. Our former Chief Financial Officer, Richard
Nance, passed away in July 2021, but is also included in this discussion as a fourth named executive officer because
of the relevant securities laws. This Compensation Discussion and Analysis should be read together with the
compensation tables beginning on page 31 of this Proxy Statement. In this Compensation Discussion and Analysis,
we first discuss certain of our business highlights that informed compensation decisions in fiscal 2021, and the
objectives and philosophy of our executive compensation program. Next, we review the process our compensation
committee follows in deciding how to compensate our named executive officers. We then provide a brief overview
of the specific elements of our compensation program. Lastly, we present a detailed discussion and analysis of the
compensation committee’s specific decisions about the compensation of our named executive officers for fiscal
2021.
Business Highlights
In fiscal 2021, the Company achieved significant milestones in the development of its business. With only 24
employees, the Company depends heavily on its executive officers to drive achievement of its strategic, operational
and financial goals. The Company’s notable achievements in fiscal 2021 include:
•

Ongoing market development by the sales team for adoption of Gabriel Secure Communication
Platform™ and Gabriel Collaboration Suite™, including recognition of Gabriel as the “Standard for
Secure Communications” for the Information Sharing and Analysis Organizations (ISAOs) and expansion
in multiple vertical markets such as healthcare, government, financial services, home security automation
and manufacturing;

•

Application of Gabriel technology as the foundation for our new VirnetX One, our security-as-a-service
platform that protects communications using Zero Trust Network Access (ZTNA) for enterprise
applications, services and infrastructure from cyber-attacks;

•

Continuous development of VirnetX One in preparation for launching of the War Room™ software in
March 2022, the first product on the VirnetX One platform that builds upon our patented Gabriel
technology to further enhance the security and efficiency of our patented secure communication links;

•

Continuing to expand the exploration of alternative strategies with opportunities to work with third parties
in Japan, including adding a Chief Operating Officer to our Japanese team to further technology licensing
efforts in Japan, and elsewhere;

•

Employing a leveraged, partner-oriented, marketing strategy for our technology license and software
product offerings;

•

Management of multiple legal proceedings; and

•

Significant growth in our patent portfolio, including grant of multiple new U.S. and foreign patents and
filing of numerous new U.S. and foreign patent applications.

Compensation Program Objectives
The primary objectives of our executive compensation program are:
•

attracting and retaining the most talented and dedicated executives possible;

•

correlating annual and long-term cash and stock incentives to achievement of measurable performance
objectives; and

•

aligning executives’ incentives with stockholder value creation.

To achieve these objectives, we implement and maintain compensation plans that tie a substantial portion of
each executive officer’s overall compensation to key strategic financial and operational goals, such as revenuegenerating
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activities, product and technical development, corporate public relations and stockholder value creation. The
compensation committee’s approach emphasizes the setting of compensation at levels it believes are competitive
with executives at other companies of similar size and stage of development who are operating in the information
technology industry while taking into account our relative performance, key qualitative factors such as executive
performance, criticality and tenure and our own strategic goals.
Role of the Compensation Committee
We maintain an executive compensation program comprised of multiple elements. The compensation
committee typically reviews the elements of compensation for our named executive officers annually. The
compensation committee makes all compensation decisions with regard to our Chief Executive Officer and the
Company’s other named executive officers. In addition, the compensation committee is responsible for determining
for all executive officers: annual base salary, annual incentive bonus, including specific goals, as applicable, and
amount, equity compensation, employment agreements, severance arrangements and change in control
agreements/provisions, if any, and any other benefits or compensation arrangement; evaluating and recommending
to the Board compensation plans, policies, and programs for our Chief Executive Officer and other executive
officers; administering our equity incentive plans; and preparing the compensation committee report that the SEC
requires in our annual proxy statement, as applicable.
Our success largely depends on the skills, experience and efforts of our key personnel, including Mr. Larsen,
Dr. Short and Ms. Allanson. Generally, the compensation committee seeks to provide compensation for our
executive officers that is market competitive and provides incentives for our executive officers to remain with the
Company and to drive development in the Company’s business. In setting compensation, the compensation
committee considers various factors such as Company performance and individual performance, the importance of
the officer’s role and the scope of the officer’s responsibilities (for example, job responsibilities that are broader than
the specific position may suggest), current executive equity holdings and retention hold and competitive market data
provided by Compensia for executives in similar positions.
Role of the Chief Executive Officer and Management in Compensation Decisions
Our Chief Executive Officer generally attends the compensation committee’s meetings and makes
recommendations to the compensation committee regarding the amount and form of the compensation of the other
named executive officers and employees. He is not present for any of the executive sessions or for discussion related
to his own compensation.
Compensation Consultant
The compensation committee retains sole authority to hire a compensation consultant, approve its
compensation, determine the nature and scope of its services, evaluate its performance, and terminate its
engagement.
In fiscal 2021, the compensation committee engaged Compensia as its compensation consultant to:
•

review the Company’s current compensation practices;

•

review and compare proposed cash and equity compensation adjustments for named executive officers in
fiscal 2021 relative to competitive market data previously developed by Compensia for the compensation
committee; and

•

provide the compensation committee with input on the proposed cash and equity compensation
adjustments for named executive officers in fiscal 2021 based, in part, on the competitive market data
previously developed by Compensia.

Compensation Consultant Independence
The compensation committee has reviewed our relationship with Compensia pursuant to NYSE and SEC rules
and has found no conflict of interest in Compensia continuing to provide advice to the compensation committee. The
compensation committee is also regularly advised by our primary outside corporate and compensation and benefits
legal counsel, Wilson Sonsini Goodrich & Rosati, Professional Corporation (“WSGR”). The compensation
committee has reviewed our relationship with WSGR pursuant to NYSE and SEC rules and has found no conflict of
interest in WSGR continuing to provide advice to the compensation committee.
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Prior Say-on-Pay Advisory Approval
The Company held its most recent say-on-pay advisory vote in fiscal 2020. Over 67% of the stockholder votes
cast on the proposal (excluding broker non-votes) were voted in favor of our compensation of our named executive
officers. The compensation committee believes these results affirm stockholder support for our executive
compensation decisions and policies, and as such, the compensation committee has not materially changed its
approach to fiscal 2021 compensation. The compensation committee will continue to consider the results of say-onpay proposals along with material shareholder feedback when making executive compensation policies and
decisions.
Compensation Process and Elements of Executive Compensation
Our success largely depends on the skills, experience and efforts of our key personnel, including Mr. Larsen,
Dr. Short, Mr. Nance, prior to his passing, and Ms. Allanson. Generally, the compensation committee seeks to
provide compensation for our executive officers that is market competitive and provides incentives for our executive
officers to remain with the Company and to drive development in the Company’s business. We do not annually
review peer compensation data or benchmark our overall total compensation to any specific percentile but instead
maintain a flexible approach to setting executive compensation for achieving our objectives and use prior
assessments of peer compensation data as a reference point in setting executive compensation. In setting
compensation, the compensation committee considers various factors such as Company performance and individual
performance, the importance of the officer’s role and the scope of the officer’s responsibilities (for example, job
responsibilities that are broader than the specific position may suggest), current executive equity holdings and
retention hold and competitive market data previously provided by Compensia for executives in similar positions.
When determining compensation for Mr. Nance, the compensation committee took into account that he worked on a
part-time basis.
The compensation committee believes this approach to setting executive compensation is important for driving
achievement towards our financial and operational milestones and recognizing the importance of our named
executive officers to the Company.
Our executive compensation program consists of the following elements:
•

Base Salary. Base salaries for our named executive officers are established based on the scope of their
responsibilities, taking into account competitive market compensation paid by other companies for similar
positions. Generally, the program is designed to deliver executive base salaries within the range of salaries
for executives with the requisite skills in similar positions with similar responsibilities at comparable
companies, in line with our compensation philosophy. Executives with more experience, critical skills,
and/or considered key performers may be compensated above the range as part of our strategy for
attracting, motivating and retaining highly experienced and high performing employees. Base salaries are
reviewed annually and adjusted from time to time after taking into account relevant market data,
individual responsibilities, performance, and experience.

•

Annual Incentive Bonus. Each year, the compensation committee establishes a target annual incentive
bonus amount for each named executive officer based on a percentage of the executive’s base salary. The
target bonus, combined with base salary, is intended to provide our executive officers with a competitive
cash compensation package that will aid in the retention of the employee, as well as provide an incentive
and a reward for strong Company and individual performance. The chief executive officer and the
compensation committee agree on general performance objectives for our named executive officers for the
year, but the compensation committee has the sole discretion to determine following the end of the fiscal
year whether, and the extent to which, the performance objectives were met and the amount of the annual
incentive bonuses to be paid. Given the Company’s rapidly evolving business model, this structure
provides the compensation committee with flexibility to reward strategic and operational goals that may
not be quantifiable and allows the compensation committee to take into account the Company’s overall
performance based on a multitude of factors. The compensation committee generally utilizes the annual
incentive bonuses to compensate officers for achieving financial and operational goals and for individual
performance. Performance factors considered when determining bonuses typically include strategic factors
such as establishment and maintenance of key strategic relationships, development and implementation of
our licensing strategy, development of our product, identification and advancement of additional products,
successful litigation strategies and financial factors such as improving our results of operations, and
increasing the price per share of our Common Stock.
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•

Long-Term Incentive Program. We believe that long-term performance is achieved through an
ownership culture that encourages high performance by our named executive officers through the use of
stock-based awards. Our 2013 Plan was established to provide our employees, including our named
executive officers, with incentives to help align those employees’ interests with the interests of
stockholders. Our compensation committee believes that the use of stock-based awards offers the best
approach to achieving our compensation goals. Our 2013 Plan allows for stock options, restricted stock,
RSUs, stock appreciation rights, performance units, performance shares and performance bonus awards. In
fiscal 2021, we granted both stock options and RSUs under our 2013 Plan to our named executive officers.

Stock-based awards are made at the commencement of employment, may be made annually based upon
performance and, occasionally, following a significant change in job responsibilities or to meet other special
retention objectives. The compensation committee reviews and approves stock-based awards to named executive
officers based upon a review of competitive compensation data, its assessment of individual performance, a review
of each executive’s existing long-term incentives, and retention considerations. In determining the number of stock
options and RSUs to be granted to our named executive officers, we take into account the individual’s position,
scope of responsibility, ability to affect profits and stockholder value, the individual’s historic and recent
performance, the value of stock options and RSUs and percent of company granted in relation to other elements of
the individual executive’s total compensation and relative to comparable companies. We expect to continue to use
stock options and RSUs as a long-term incentive vehicle, potentially in combination with equity award types,
because we believe that stock options and RSUs:
•

align the interests of executives with those of the stockholders, support a pay-for-performance culture,
foster employee stock ownership, and focus the management team on increasing value for the
stockholders;

•

are performance-based in that any value received by the recipient from a stock option is based on the
growth of the stock price from the grant date and value received from RSUs is tied directly to our stock
price performance over time and declines if our price declines;

•

help to provide a balance to the overall executive compensation program as base salary and our annual
bonus program focus on short-term compensation, while the vesting of stock options and RSUs provide
incentives to increase stockholder value over the longer term; and

•

include vesting restrictions that encourage executive retention and the preservation of stockholder value.

Named Executive Officers’ Compensation Decisions for Fiscal 2021
In fiscal 2021, the compensation committee undertook a full review of the compensation of our named
executive officers, and following this review, in June 2021, the compensation committee made the following
decisions (as described in greater detail in the sections below):
•

increases to the base salaries for fiscal 2021 for each of our named executive officers;

•

increases to the number of shares underlying stock option grants for fiscal 2021; and

•

no increases to the number of shares underlying RSU grants for fiscal 2021.
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The compensation for our named executive officers for fiscal 2021 is presented in the table below.

Name

Base
Salary
Fiscal
2021

Targeted
Cash
Annual
Incentive
Actual Cash Incentive
Opportunity Incentive Paid Bonus
for Fiscal
for Fiscal
Fiscal
2021(1)
2021(2)
2021(3)

Number of
Shares
Number of
Underlying
Shares
Stock
Underlying
Option Grants Stock Awards
for Fiscal
for Fiscal
All Other
2021(4)
2021(4)
Compensation

$56,175(5)

Kendall Larsen
President & Chairman,
Chief Executive Officer

$730,276

75%

50%

$365,138

95,000

26,667

Robert D. Short III, Ph.D.
Chief Scientist
and Director

$464,639

75%

50%

$232,319

64,000

13,333

—

Katherine Allanson
Chief Financial Officer

$295,000(6)

75%

15%

$ 44,250

120,000

—

—

Richard Nance
Former Chief Financial
Officer

$187,938(7)

75%

—

(1)
(2)
(3)
(4)
(5)
(6)
(7)
(8)
(9)

—

10,000(8)

6,666(8)

$ 2,052(9)

The target bonus level for cash incentive opportunities is calculated as a percentage of base salary.
The actual bonus level for cash incentive opportunities is calculated as a percentage of base salary.
The bonus amounts in this column reflect the annual incentive bonuses paid for fiscal 2021.
Stock option grants and stock awards made under the 2013 Plan.
Reflects a payment of $56,175 for accrued, but unused vacation in fiscal 2021.
Ms. Allanson’s base salary is $295,000, but because she joined us in September 2021, her compensation for fiscal 2021 was pro-rated to
$98,333.
Mr. Nance’s base salary was $187,938, but his compensation for fiscal 2021 was in fact $109,630.
Mr. Nance’s unvested options and RSUs, including these grants made in June 2021, were returned to the Company’s 2013 Plan.
Reflects a payment of $2,052 for accrued, but unused vacation in fiscal 2021.

Base Salary
Mr. Larsen is our President and Chief Executive Officer, as well as Chairman of the Board. Mr. Larsen, a
founder of VirnetX Inc., has driven the organization’s performance, leading it from inception, through the early startup phase and through several rounds of financing. He has also helped drive significant growth in our revenues and
market capitalization, as well as achievement of our operational and strategic milestones. The compensation
committee believes that Mr. Larsen is critical to our ability to pursue our licensing strategy going forward. In light of
these considerations and the other factors described above, in December 2020, the compensation committee
increased Mr. Larsen’s base salary from $702,189 to $730,276 for fiscal 2021, an increase of approximately $28,087
or 4%, from fiscal 2020. The compensation committee felt this salary increase was warranted due to the value
Mr. Larsen brings to the Company through his key role in the management of the Company during his long tenure,
as well as our successes under his leadership in product development, licensing, and litigation matters.
Dr. Short has significant scientific and technological expertise, and the compensation committee considered his
technical, scientific and management skills, his level of responsibility and expected contributions to intellectual
property and product development. In light of these considerations and the other factors described above, in
December 2020, the compensation committee increased Dr. Short’s base salary from $446,768 to $464,639 for fiscal
2021, an increase of approximately $17,871, or 4%, from fiscal 2020. The compensation committee felt this salary
increase was appropriate given his long tenure with us and contributions to our business.
Ms. Allanson has significant public company experience as well as institutional knowledge of the Company,
having provided independent consultant accounting and reporting services to the Company since October 2011, and
the compensation committee considered her technical and strategic skills, her level of responsibility and expected
contributions to our further success. In accordance with her hiring as our Chief Financial Officer, the compensation
committee approved a base salary of $295,000 for Ms. Allanson, which the compensation committee believed was
appropriate given her experience with us and contributions to our business.
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Mr. Nance had significant public company experience, and the compensation committee considered his
technical and strategic skills, his level of responsibility and expected contributions to our further success. In
accordance with his former role as Chief Financial Officer on a part-time basis, the compensation committee had
approved a base salary of $187,938 for Mr. Nance, which the compensation committee believed was appropriate
given his tenure with us and contributions to our business.
Bonuses
Fiscal 2021 Annual Incentive Bonus
In fiscal 2021, the compensation committee set the fiscal 2021 target incentive opportunity percentages for
Mr. Larsen, Dr. Short and Ms. Allanson to 75% of fiscal 2021 base salary, compared to 50% of base salary in fiscal
2020. In November 2021, the compensation committee reviewed the Company’s performance in fiscal 2021 and the
contributions that our named executive officers made to such performance. The compensation committee determined
to pay each of Mr. Larsen, Dr. Short and Ms. Allanson 50%, 50% and 15%, respectively, of their respective fiscal
2021 base salary in light of the Company’s overall performance for fiscal 2021. In making such payments, the
compensation committee considered various factors, including advances in product development and their
contributions in achieving this performance, the achievement of certain licensing, technical, and litigation
milestones, and the development of the Company’s patent portfolio, none of which were given any particular weight
or assigned a dollar value. The resulting aggregate fiscal 2021 annual incentive bonus payments paid to Mr. Larsen,
Dr. Short and Ms. Allanson were $365,138, $232,319 and $44,250, respectively.
Equity Incentive Compensation
In fiscal 2021, the compensation committee approved grants of stock options and RSUs to Mr. Larsen, Dr.
Short and Ms. Allanson as shown in the table below. The compensation committee also approved grants of stock
options and RSUs to Mr. Nance while he was the Company’s Chief Financial Officer; however, because he passed
away within one month of the grants, in July 2021, none of those grants vested and were thus returned to the 2013
Plan. Mr. Nance’s grants are described in the summary compensation table and other required tables below.
In determining fiscal 2021 stock option awards and stock awards for Mr. Larsen, Dr. Short and Ms. Allanson,
the compensation committee reviewed various factors, including the Company’s performance, each officer’s
performance and perceived criticality to future success, market practices with respect to long-term incentives, and
total annual equity allocations at the Company for fiscal 2021.

Name

Kendall Larsen
Robert D. Short III, Ph.D.

Position

Number of
Number of
Shares
Shares
Underlying
Option
Underlying
Option
Grant Date
Stock
Grant Date Grant(1)(2) Fair Value
Award(3)

Chief Executive Officer,
President and Chairman

6/14/2021

Chief Scientist

6/14/2021

95,000

$327,275

6/14/2021
64,000

(1)
(2)
(3)

Chief Financial Officer

9/15/2021

120,000

26,667

$122,402

13,333

$ 61,198

$220,480

6/14/2021
Katherine Allanson

Stock Award
Grant Date
Fair Value

$370,800

Subject to the continued service of the named executive officer, 1/4 of the total number of Shares subject to the Option shall vest and
become exercisable on the one-year anniversary of the grant date, and 1/48 of the total number of Shares subject to the Option shall vest
and become exercisable on each monthly anniversary thereafter.
All stock options indicated in the table have an exercise price equal to the closing sales price of our common stock traded on NYSE as of
the applicable grant date.
Subject to the continued service of the named executive officer, the stock award shall vest in four equal annual installments beginning on
the one-year anniversary of the grant date.

Perquisites
Our named executive officers participate in the same group insurance and employee benefit plans as our other
salaried employees. At this time, we do not provide special benefits or other perquisites to our named
executive officers.
Severance and Change in Control Arrangements
We do not provide change in control agreements or employment agreements providing formal cash or equity
severance rights to any of our named executive officers. Our 2013 Plan allows the Board to determine the terms and
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condition of awards issued thereunder. The Board has made the determination that all equity awards issued under
our 2013 Plan will include the provision that in the event of a “Change in Control” (as defined in our 2013 Plan), all
unvested shares underlying the option and all unvested RSUs will vest and become exercisable immediately prior to
the consummation of such Change in Control transaction.
Stock Ownership Guidelines
We have not adopted stock ownership guidelines, and we currently do not require our directors or executive
officers to own a particular amount of our Common Stock. The compensation committee is satisfied that stock and
option holdings among our directors and executive officers are sufficient at this time to provide ongoing motivation
to align this group’s interests with those of our stockholders.
The Company has adopted policies that prohibits employee, officers, directors, and consultants from engaging
in any short sale, “sale against the box” or any equivalent transaction involving the Company’s stock. Additionally,
the Company’s directors and officers are prohibited from engaging in hedging or derivative transactions, such as
“cashless” collars, forward contracts, equity swaps or other similar or related transactions, and all other Company
employees and consultants may only engage in such transactions after obtaining approval from the Company’s
compliance officer.
Tax and Accounting Considerations
The compensation committee considers the possible tax consequences to the Company and to its executives of
our compensation programs, the accounting consequences to the Company of different compensation decisions and
the impact of such decisions on stockholder dilution. With respect to the tax consequences to the Company, the
compensation committee considers the potential future effects of Section 162(m) on the compensation paid to our
named executive officers. Section 162(m) disallows a tax deduction for any publicly held corporation for individual
compensation exceeding $1.0 million in any taxable year for the chief executive officer and certain other highly
compensated officers.
We follow ASC Topic 718 for our options and stock awards. ASC Topic 718 requires companies to measure the
compensation expense for all share-based payment awards made to employees and directors, including stock options
and other stock awards, based on the grant date “fair value” of these awards. This calculation is performed for
accounting purposes and reported in the compensation tables below. ASC Topic 718 also requires companies to
recognize the compensation cost of their stock-based compensation awards in their income statements over the
period that a named executive officer is required to render service in exchange for the option or other award.
In approving the amount and form of compensation for our named executive officers, our compensation
committee may consider all elements of the cost to us of providing such compensation, including the potential tax
and accounting consequences. However, to maintain maximum flexibility in designing compensation programs, the
compensation committee will not limit compensation to those levels or types of compensation that lead to a
particular accounting result or level of stockholder dilution.
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Compensation Committee Report
The compensation committee has reviewed and discussed the Compensation Discussion and Analysis for fiscal
2021 required by Item 402(b) of Regulation S-K with management. Based on such review and discussions, the
compensation committee has recommended to the Board that the Compensation Discussion and Analysis be
included in the Company’s Annual Report on Form 10-K and this Proxy Statement.
Respectfully submitted by the members of the
compensation committee of the Board of Directors:
Gary Feiner (Chair)
Michael F. Angelo
Thomas M. O’Brien
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Summary Compensation Table
The following table sets forth summary information concerning compensation earned by the Company’s Chief
Executive Officer, Chief Scientist and Chief Financial Officer.
Name and Principal Position

Kendall Larsen
Chief Executive Officer,
President and Chairman

Year

Bonus

Stock
Awards(2)

All Other
Compensation

$327,275

$

56,175(3)

$1,601,266

797,617(5)

$3,079,405

Total

$ 365,138

2020

$702,189

$1,033,028(4)

$184,536

$362,035

$

2019

$725,121(6)

$

—

$162,936

$186,960

$

—

$1,075,019

2021

$464,639

$ 232,319

$ 61,198

$220,480

$

—

$ 978,636

2020

$446,768

$ 657,265(7)

$ 92,264

$256,215

$1,368,334(8)

$2,820,846

2019

$429,585

$

—

$ 81,465

$ 93,480

$

—

$ 604,529

Katherine Allanson
Chief Financial Officer

2021

$ 98,333(9)

$

44,250

$

—

$370,800

$

—

$ 513,383

Richard Nance(10)
Former Chief Finanical
Officer

2021

$109,630

$

—

$ 30,597

$ 34,450

$

2,052(11)

$ 176,729

2020

$180,709

$ 265,851(12)

$ 46,129

$ 52,910

$ 121,897(13)

$ 667,496

2019

$173,759

$

$ 40,729

$ 46,740

$

$ 261,228

(1)
(2)
(3)
(4)
(5)

(6)
(7)
(8)
(9)
(10)
(11)
(12)
(13)

—

$122,402

Option
Awards(2)

$730,276

Robert D. Short III, Ph.D.
Chief Scientist

2021

Salary(1)

—

Actual salary earned during fiscal years 2019, 2020 and 2021.
These amounts reflect the grant date fair value of such award computed in accordance with FASB ASC Topic 718 and do not reflect the
actual amounts earned. For information on the valuation assumptions used in valuing these awards, refer to Note 6 titled “Stock-Based
Compensation” in the Notes to the Financial Statements contained in the Company’s Annual Report on Form 10-K for fiscal 2021.
Includes payment of $56,175 for accrued, but unused vacation in fiscal 2021.
Reflects (i) a special bonus payment of $506,386, approved by the Board in March 2020 (the “March Special Bonus”), and (ii) an annual
incentive bonus payment of $526,642 for fiscal 2020.
Reflects (i) an adjustment payment of $691,666 related to the 2020 Dividend (defined below) and (ii) payment of $51,937 and $54,014 in
fiscal 2020 for accrued, but unused vacation in fiscal 2019 and 2020, respectively. Mr. Larsen additionally received a dividend payment of
$1.00 per share of common stock held by him in connection with the 2020 Dividend, which is not reflected in this amount. In May 2020,
the Board declared a special cash dividend to shareholders of record as of the close of business on May 18, 2020 of $1.00 per share of
common stock, payable on May 26, 2020 (the “2020 Dividend”). For additional information relating to the 2020 Dividend, please see
“Fiscal 2020 Dividend” in the 2021 proxy statement.
Includes payment of $49,940 for accrued, but unused vacation in fiscal 2018.
Reflects (i) a March Special Bonus payment of $322,189 and (ii) an annual incentive bonus payment of $335,076 for fiscal 2020.
Reflects an adjustment payment of $1,368,334 related to the 2020 Dividend. Dr. Short additionally received a dividend payment of $1.00
per share of common stock held by him in connection with the 2020 Dividend, which is not reflected in this amount.
Ms. Allanson’s base salary is $295,000, but because she joined us in September 2021, her compensation for fiscal 2021 was pro-rated to
$98,333.
Mr. Nance’s base salary was $187,938, but his compensation for fiscal 2021 was in fact $109,630. These options and RSUs, granted in June
2021, were unvested and returned to the Company’s 2013 Plan.
Includes payment of $2,052 for accrued, but unused vacation in fiscal 2021.
Reflects (i) a March Special Bonus payment of $130,319 and (ii) an annual incentive bonus payment of $135,532 for fiscal 2020.
Reflects (i) an adjustment payment of $107,996 related to the 2020 Dividend and (ii) payment of $13,901 in fiscal 2020 for accrued, but
unused vacation in fiscal 2020. Mr. Nance additionally received a dividend payment of $1.00 per share of common stock held by him in
connection with the 2020 Dividend, which is not reflected in this amount.
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2021 Grants of Plan-Based Awards
The following table shows all plan-based awards granted to the named executive officers during fiscal 2021.
The compensation committee also approved plan-based awards to Mr. Nance while he was the Company’s Chief
Financial Officer; however, in July 2021, none of those grants vested and were thus returned to the 2013 Plan. The
equity awards identified in the table below are also reported in the “Outstanding Equity Awards at 2021 Fiscal YearEnd” table below.
All Other
Stock
Awards:
Number of
Shares of
Stock or
Units

All Other
Option
Awards:
Number of
Securities
Underlying
Options

Exercise or
Base Price of
Option
Awards
($/sh)

Grant Date
Fair
Value(1)

95,000

$4.59

$327,275

$4.59

$122,402

$4.59

$220,480

$4.59

$ 61,198

Name

Grant Date

Name of Plan

Kendall Larsen

6/14/2021

2013 Equity
Incentive Plan

6/14/2021

2013 Equity
Incentive Plan

6/14/2021

2013 Equity
Incentive Plan

6/14/2021

2013 Equity
Incentive Plan

Katherine Allanson

9/15/2021

2013 Equity
Incentive Plan

120,000

$4.12

$370,800

Richard Nance

6/14/2021

2013 Equity
Incentive Plan

10,000

$4.59

$ 34,450

6/14/2021

2013 Equity
Incentive Plan

$4.59

$ 30,597

Robert D. Short III, Ph.D.

(1)

26,667
64,000
13,333

6,666

These amounts reflect the grant date fair value of such award computed in accordance with FASB ASC Topic 718 and do not reflect the
actual amounts earned. For information on the valuation assumptions used in valuing these awards, refer to Note 6 titled “Stock-Based
Compensation” in the Notes to the Financial Statements contained in the Company’s Annual Report on Form 10-K for fiscal 2021.

32

TABLE OF CONTENTS

Outstanding Equity Awards at 2021 Fiscal Year End
The following table shows all outstanding equity awards held by the named executive officers as of
December 31, 2021.
Option Awards

Name

Kendall Larsen(1)

Robert D. Short III, Ph.D.

Katherine Allanson
Richard Nance(6)

(1)
(2)
(3)
(4)
(5)
(6)

# of Securities
Underlying
Unexercised
Options
Exercisable

# of Securities
Underlying
Unexercised
Options
Unexercisable

Stock Awards

Option
Exercise
Price

Option
Expiration
Date

# of Shares
or Units of
Stock That
Have Not
Vested

Market Value
of Shares
or Units of
Stock That
Have Not
Vested

40,000(2)

—

$24.75

4/13/2022

—

$

—

40,000(2)

—

$23.72

6/6/2023

—

$

—

40,000(2)

—

$15.40

7/8/2024

—

$

—

40,000(2)

—

$ 5.41

5/20/2025

—

$

—

40,000(2)

—

$ 4.74

5/23/2026

—

$

—

40,000(2)

—

$ 3.85

6/2/2027

—

$

—

210,833(3)

9,167

$ 3.55

2/16/2028

—

$

—

35,833(3)

4,167

$ 3.20

5/31/2028

—

$

—

25,833(3)

14,167

$ 6.11

5/30/2029

—

$

—

15,313(3)

19,687

$ 5.63

3/18/2030

—

$

—

15,000(3)

25,000

$ 6.92

6/2/2030

—

$

—

5,000(3)

35,000

$ 4.59

6/14/2031

$

—

6,875(3)

$

—

48,125

$ 4.59

6/14/2031

—

—

—

—

6,666(4)

$17,332

—

—

—

—

13,333(4)

$34,666

—

—

—

—

20,000(4)

$52,000

—

—

—

—

26,667(4)

$69,334

20,000(2)

—

$24.75

4/13/2022

—

$

—

20,000(2)

—

$23.72

6/6/2023

—

$

—

20,000(2)

—

$15.40

7/8/2024

—

$

—

20,000(2)

—

$ 5.41

5/20/2025

—

$

—

20,000(2)

—

$ 4.74

5/23/2026

—

$

—

20,000(2)

—

$ 3.85

6/2/2027

—

$

—

980,000(2)

—

$ 4.15

9/14/2027

—

$

—

120,000(2)

—

$ 3.55

2/16/2028

—

$

—

17,917(3)

2,083

$ 3.20

5/31/2028

—

$

—

12,917(3)

7,083

$ 6.11

5/30/2029

—

$

—

15,313(3)

19,687

$ 5.63

3/18/2030

—

$

—

7,500(3)

12,500

$ 6.92

6/2/2030

—

$

—

2,500(3)

17,500

$ 4.59

6/14/2031

—

$

—

5,500(3)

38,500

$ 4.59

6/14/2031

—

$

—

—

—

—

—

3,334(4)

—

—

—

—

6,667(4)

$17,334

—

—

—

—

10,000(4)

$26,000

—

—

—

—

13,333(4)

$34,666

2,500(5)

7,500

$ 5.18

12/18/30

—

$

—

—

120,000(5)

$ 8,668

$ 4.12

9/15/31

—

$

—

4,000(2)

—

$23.72

7/4/2022

—

$

—

4,000(2)

—

$15.40

7/4/2022

—

$

—

4,000(2)

—

$ 5.41

7/4/2022

—

$

—

4,000(2)

—

$ 4.74

7/4/2022

—

$

—

6,000(2)

—

$ 3.85

7/4/2022

—

$

—

7,708(3)

—(6)

$ 3.20

7/4/2022

—

$

—

5,208(3)

—(6)

$ 6.11

7/4/2022

—

$

—

2,500(3)

—(6)

$ 6.92

7/4/2022

—

$

—

This table does not include options or RSUs granted to Mrs. Larsen, which are discussed in the notes to the Beneficial Ownership Table,
included in this Proxy Statement at page 19.
The shares subject to this option are fully vested and exercisable as of December 31, 2021.
The shares subject to the option vest and become exercisable in 48 equal monthly installments beginning on the one month anniversary of
the grant date, subject to the optionee’s continued status as a service provider of the Company on each such date.
The RSUs shall vest in four equal annual installments beginning on the one year anniversary of the grant date.
25% of the shares subject to this option vest and become exercisable on the one-year anniversary of the grant date, and the remaining vest
in 36 equal installments on the one month anniversary of the grant date, subject to the optionee’s continued status as a service provider of
the Company on each date.
Mr. Nance ceased to be a service provider of the Company on July 4, 2021; his unvested options and RSUs were returned to the Company’s
2013 Plan, and his vested options remained outstanding and may be exercised until first anniversary of his death.
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Option Exercises and Stock Vested in Fiscal 2021
The following table presents information regarding the exercise of option awards and vesting of stock awards
during fiscal 2021.
Option Awards

Stock Awards

Number of Shares
Acquired on Exercise

Value Realized on
Exercise

Number of Shares
Acquired on Vesting

Value Realized on
Vesting(1)

Kendall Larsen(2)

—

—

26,667

$127,933

Robert D. Short III, Ph.D.

—

—

13,333(3)

$ 62,732

Katherine Allanson

—

—

—

—

5,997(4)

Name

Richard Nance
(1)
(2)
(3)
(4)

—

—
$ 28,763(4)

Reflects the market value of our common stock on the vesting date.
Excludes Mrs. Larsen’s options exercised and stock awards vested, which are discussed in the notes to the Beneficial Ownership Table,
included in this Proxy Statement at page 19.
Includes the 3,533 shares that Dr. Short had withheld for tax purposes.
Includes only stock awards that vested up to June 2021.

Potential Payments Upon Termination or Change in Control
As stated elsewhere in this Proxy Statement, we do not provide change in control agreements or employment
agreements providing formal cash or equity severance rights to any of our named executive officers. However, the
Board has made the determination that all equity awards issued under our 2013 Plan will include the provision that
in the event of a “Change in Control” (as defined in our 2013 Plan), all unvested shares underlying the option and all
unvested RSUs will vest and become exercisable immediately prior to the consummation of such Change in Control
transaction.
The table below provides an estimate of the value of the equity awards that will vest and become immediately
exercisable prior to the consummation of such Change in Control transaction for each of our named executive
officers for our fiscal year ended December 31, 2021, assuming that the change in control was effective on
December 31, 2021. The amounts reported in the table reflect the aggregate market value of the unvested shares of
our common stock underlying outstanding stock options and restricted stock unit awards.
Option Awards
Name

Kendall Larsen
Robert D. Short III, Ph.D.
Katherine Allanson
(1)

(2)

Stock Awards

Number of Shares
Acquired on Exercise

Value Realized on
Exercise(1)

Number of Shares
Acquired on Vesting

Value Realized on
Vesting(2)

155,313

—

66,666

$173,332

97,353

—

33,334

$ 86,668

127,500

—

—

—

The aggregate market value is computed by multiplying (i) the number of shares of our common stock underlying unvested and outstanding
stock options on December 31, 2021, that would become vested by (ii) the positive difference, if any, between $2.60 (the closing market
price of our common stock on the NYSE on December 31, 2021, the last trading day in fiscal 2021) and the exercise price of such option.
Because no options had an exercise price below $2.60, there would have been no value associated with their acceleration.
The aggregate market value is computed by multiplying (i) the number of unvested shares of our common stock subject to outstanding
restricted stock unit awards on December 31, 2021 that would become vested by (ii) $2.60 (the closing market price of our common stock
on the NYSE on December 31, 2021, the last trading day in fiscal 2021).
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CEO Pay Ratio
As required by Section 953(b) of the Dodd-Frank Wall Street Reform and Consumer Protection Act (“DoddFrank”), we are providing the following disclosure that compares the annual total compensation of our “median
employee” to the annual total compensation of our Chief Executive Officer, Mr. Larsen.
•

The annual total compensation of the employee identified as our median employee as of December 31,
2021 (other than our Chief Executive Officer) was $333,391;

•

The annual total compensation of our Chief Executive Officer, as reported in the Summary Compensation
Table in this Proxy Statement, was $1,601,266; and

•

Based on this information, the ratio of the annual total compensation of our Chief Executive Officer to the
annual total compensation of our median employee was 4.8:1.

This pay ratio is a reasonable estimate calculated in a manner consistent with SEC rules based on our payroll
and employment records and the methodology described below. The SEC’s rules for identifying the median
compensated employee and calculating the pay ratio based on that employee’s annual total compensation allow
companies to adopt a variety of methodologies, to apply certain exclusions, and to make reasonable estimates and
assumptions that reflect their employee populations and compensation practices. As a result, the pay ratio reported
by other companies may not be comparable to the pay ratio reported below, as other companies have different
employee populations and compensation practices and may utilize different methodologies, exclusions, estimates
and assumptions in calculating their own pay ratios.
To identify the median of the annual total compensation of all our employees, as well as to determine the
annual total compensation of the “median employee,” the methodology and the material assumptions, adjustments,
and estimates that we used were as follows:
•

To identify the median employee, we calculated compensation of our employees using their fiscal 2021
annual base salaries, cash bonus amounts earned for performance in fiscal 2021 and the aggregate grant
date fair value of equity awards granted in fiscal 2021.

•

We determined that as of December 31, 2021, our employee population consisted of 24 full-time and parttime employees.

•

We did not exclude any employees from our employee population.

•

Once the median employee was identified, we calculated the total compensation for our median employee
using the same methodology we used to calculate Mr. Larsen’s total compensation as disclosed in the
Summary Compensation Table.
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SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE AND DELINQUENT 16(a)
REPORTS
Section 16(a) of the Exchange Act requires that our executive officers and directors, and persons who own
more than 10% of our common stock, file reports of ownership and changes of ownership with the SEC. Such
directors, executive officers and 10% stockholders are required by SEC regulation to furnish us with copies of all
Section 16(a) forms they file.
SEC regulations require us to identify in this Proxy Statement anyone who filed a required report late during
the most recent fiscal year. Based on our review of forms filed with the SEC, or written representations from
reporting persons stating that they were not required to file these forms, we believe that during our fiscal year ended
December 31, 2021, all Section 16(a) filing requirements were satisfied on a timely basis, with the exception of the
failure to timely file Form 4 for Robert D. Short III, Ph.D., reporting the withholding of shares to satisfy income tax
and withholding and remittance obligations in connection with the net settlement of RSUs (filed with the SEC
April 11, 2022).
CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS
Other than compensation arrangements of non-employee directors and named executive officers, we describe
below transactions and series of similar transactions, since the beginning of our last fiscal year, to which we were a
party or will be a party, in which:
•

the amounts involved exceeded or will exceed $120,000; and

•

any of our directors, executive officers or holders of more than 5% of our common stock, or any member
of the immediate family of the foregoing persons, had or will have a direct or indirect material interest.

The audit committee is responsible for reviewing and approving in advance any proposed related person
transactions. The audit committee reviews any such proposed related person transactions on a quarterly basis, or
more frequently as appropriate. In cases in which a transaction has been identified as a potential related person
transaction, management must present information regarding the proposed transaction to the audit committee for
consideration and approval or ratification. The audit committee is also responsible for reviewing the Company’s
policies with respect to related person transactions and overseeing compliance with such practices.
Kendall Larsen, the Company’s Chairman of the Board of Directors, President and Chief Executive Officer, is
married to the Company’s Chief Administrative Officer, Kathleen Larsen. Kathleen Larsen is not an executive
officer of the Company. In addition, Kathleen Larsen’s sons, Dustan Sheehan and Joshua Sheehan, are employed by
the Company as a (1) Web, Graphics, and Testing Engineer and (2) Director of Global Engineering Operations and
Customer Relations, respectively. Neither Dustan Sheehan nor Joshua Sheehan are executive officers of the
Company.
Mr. Larsen’s son, Parker Larsen, was promoted to the Product Integration Engineer in September 2021. Parker
Larsen is not an executive officer of the Company.
Robert D. Short III, Ph.D., the Company’s Chief Scientist, is the father-in-law of Corby Hoback, who is
employed by the Company as a Director of Software Project Engineer. Corby Hoback is not an executive officer of
the Company.
Dr. Short’s son, Dunham Short, was hired by the Company as a Senior Software Engineer in January 2022.
Dunham Short is not an executive officer of the Company.
The compensation for all such related persons was approved by the compensation committee, and all such
related persons are compensated at a level that the Company believes is comparable to other employees in similar
positions of responsibility at comparable companies. Compensation amounts below reflect the aggregate grant date
fair value of the stock options computed in accordance with FASB ASC Topic 718. The values of the option grants
and stock awards include the value of unvested shares. There can be no assurance that these amounts will ever be
realized. For information on the valuation assumptions used in valuing these stock option awards, refer to Note 6
titled “Stock-Based Compensation” in the Note to the Financial Statements contained in the Company’s Annual
Report on Form 10-K for fiscal 2021.
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Fiscal 2021
During fiscal 2021, Kathleen Larsen received an aggregate of $500,498 in the form of salary, of which $35,750
constitutes a payment for accrued but unused vacation in fiscal 2021, an annual incentive bonus of $232,374,
$220,480 in the form of option grants and $61,198 in the form of stock awards.
During fiscal 2021, Dustan Sheehan received an aggregate of $128,750 in the form of salary, an annual
incentive bonus of $45,063, $186,030 in the form of option grants, and $30,597 in the form of stock awards.
During fiscal 2021, Joshua Sheehan received an aggregate of $128,750 in the form of salary, an annual
incentive bonus of $45,063, $34,450 shares in the form of option grants and $30,597 in the form of stock awards.
During fiscal 2021, Parker Larsen received an aggregate $77,932 in the form of salary, an annual incentive
bonus of $31,627, $34,450 in the form of option grants and $30,597 in the form of stock awards.
During fiscal 2021, Corby Hoback received an aggregate of $206,000 in the form of salary, an annual incentive
bonus of $72,100, $86,125 in the form of option grants and $38,248 in the form of stock awards.
During fiscal 2021, the Company leased the use of an aircraft from K2 Investment Fund LLC (“LLC”) for
business travel for employees of the Company (the “Aircraft”). The Company incurred approximately $791,000,
$324,000, and $1,790,000 in rental fees and reimbursements to the LLC in 2021, 2020 and 2019, respectively.
Kendall Larsen and Kathleen Larsen are the sole member-managers of the LLC and control the equity interests of
the LLC. On January 31, 2015, the Company entered into a 12-month non-exclusive lease with the LLC for use of
the plane at a rate of approximately $8,000 per flight hour, with no minimum usage requirement. The agreement
contains other terms and conditions normal in such transactions and can be cancelled by either the Company or the
LLC with 30-days’ notice. The agreement renews on an annual basis unless terminated by either party. Neither party
has exercised their termination rights. The audit committee has approved the rental fees and lease agreement.
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AUDIT COMMITTEE REPORT
The following is the report of the audit committee of the Board of Directors. In connection with the financial
statements for fiscal 2021, our audit committee has:
•

reviewed and discussed our audited financial statements for fiscal 2021 with our management and our
independent registered public accounting firm, including discussions related to critical accounting policies,
financial reporting principles and practices, the reasonableness of significant estimates, and the
effectiveness of internal control over financial reporting;

•

discussed with our independent registered accountants, the matters required to be discussed by the
applicable requirements of the Public Company Accounting Oversight Board (“PCAOB”) and the
Commission; and

•

received the written disclosures and the letter from our independent registered public accounting firm
discussing the matters required by the applicable requirements of the PCAOB regarding the independent
accountant’s communications with the audit committee concerning independence, and has discussed with
our independent registered public accounting firm its independence.

Based on the audit committee’s review of the matters noted above and its discussions with our independent
accountants and our management, the audit committee recommended to the Board of Directors that the financial
statements be included in our Annual Report on Form 10-K for fiscal 2021.
Respectfully submitted by:
Thomas M. O’Brien (Chair)
Michael F. Angelo
Gary W. Feiner
Notwithstanding anything to the contrary set forth in any of the Company’s filings under the Securities Act of
1933 or the Securities Exchange Act of 1934 that might incorporate future filings, including this Proxy Statement, in
whole or in part, the Audit Committee Report shall not be deemed to be incorporated by reference into any such
filings, unless we specifically incorporate these reports by reference in some other filed document.
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OTHER BUSINESS
The Board is not aware of any other matters to be presented at the Annual Meeting. If, however, any other
matter should properly come before the Annual Meeting, the enclosed proxy card confers discretionary authority
with respect to such matter.
AVAILABILITY OF FORM 10-K
We will provide upon request without charge to each person solicited by this Proxy Statement a copy of our
Annual Report on Form 10-K for fiscal 2021, including our financial statements but excluding the exhibits to
Form 10-K. The Form 10-K includes a list of the exhibits that were filed with it, and we will furnish a copy of any
such exhibit to any person who requests it upon the payment of our reasonable expenses in providing the requested
exhibit. For further information, please send a request to: Corporate Secretary, VirnetX Holding Corporation,
P.O. Box 439, Zephyr Cove, NV 89448, telephone (775) 548-1785. Our Annual Report on Form 10-K and our other
filings with the SEC, including exhibits, are also available for free online at www.virnetx.com under the “SEC
Filings” link in the “Investors” tab and at the SEC’s website, www.sec.gov.
Sincerely,

Kathleen Larsen
Corporate Secretary
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ANNUAL MEETING INSTRUCTIONS
Attendance at the Annual Meeting is limited to stockholders of record as of April 8, 2022. Registration will
begin at 9:45 a.m. Pacific Time on June 3, 2022.
Each objecting or non-objecting beneficial owner must email info@virnetx.com for verification and to receive
a control identification number and a company-issued password to attend the Annual Meeting by visiting
https://agm.issuerdirect.com/vhc. To vote, visit https://central.proxyvote.com/pv/web and enter the control
identification number located on the Proxy Card, received from Broadridge Financial Solutions, Inc.
Each registered stockholder must enter the control identification number, request identification number, and
password located on their Notice of Internet Availability (Notice and Access) Card, received from Issuer Direct
Corporation, to both attend the meeting by visiting https://agm.issuerdirect.com/vhc and vote by visiting
www.iproxydirect.com/VHC.
If it is unclear whether a stockholder is an objecting or non-objecting beneficial owner or whether a stockholder
is a registered stockholder, email info@virnetx.com to confirm.
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