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PART I
ITEM 1. DESCRIPTION OF BUSINESS
Development of and Nature of Business
PASW, Inc. ("PASW” or the "Company") was incorporated in California in November
1992. Initially, the Company engaged in the development and licensing of internet and
web related software and software development tools. The Company completed an initial
public offering of its securities in 1999.
In August 2000, the Company and NetSilicon, Inc. ("NSI") entered into an agreement
whereby the Company sold the assets of its internet and web software technology to NSI,
retaining a non-exclusive, royalty-free license to continue to use the technology.
Thereafter, a subsidiary of the Company, NRCJ, continued to distribute products
supplied by NSI, which distribution business accounted for substantially all of the
Company’s revenues in the years ended December 31, 2001 and 2002.
On January 31, 2003, the Company sold the operating assets of NRCJ to Network
Technology, Inc. after NSI ceased producing the products which NRCJ had been utilizing
in its distribution business. Following that sale, the Company (through NRCJ) has
continued to receive royalty income from a single Japanese customer, which royalty
revenue has constituted the Company’s sole source of income from operations during the
past three years.
The Company has spent no funds on research and development in the last two fiscal
years.
As of December 31, 2006 the Company has no active employees. One individual, who
is an officer of the Company, receives a management fee for services rendered to
maintain administrative operations.
Letter of Intent with VirnetX
On January 18, 2007 the Company signed a non-binding term sheet (“Term Sheet”) with
VirnetX, Inc., a development stage company that is engaged in software development for
secure real time communications, regarding a proposed business combination with the
Company. A copy of the term sheet is on file with the Securities and Exchange
Commission. VirnetX has recently filed suit against Microsoft in the United States
District Court in the Eastern District of Texas alleging that Microsoft has infringed two
patents of VirnetX.
The Term Sheet contemplates that:
·

the Company would merge with VirnetX in a transaction that is intended to be
completed before June 30, 2007,

·
·
·
·

the management of the Company would be replaced upon completion of the
transaction so that the officers and directors of VirnetX would become the officers
and directors of PASW,
the surviving company (PASW) will have added equity funds of not less than $4.5
million,
the Company will change its name to that selected by VirnetX, and
the current shareholders of PASW will then own approximately 5% of the
outstanding capital stock of the surviving company and the shareholders of
VirnetX, as well as those providing the additional equity funding, will own the
balance of the outstanding capital stock.

The proposed transaction between PASW and VirnetX is subject to continuing
negotiation between the Company and VirnetX and the execution of a definitive merger
agreement, board, shareholder and/or other approvals, completion of due diligence and
other conditions. No assurance can be given that the parties will enter into a definitive
merger agreement on these or any other terms or that the proposed transaction will close.
In addition, in the event that the proposed merger does take place, the Company believes
that the funds available to the surviving company at closing will be inadequate to fund
future requirements of the development stage business and that additional funds in a
currently undetermined amount will be required. No assurance can be given that such
additional funds will be obtained.
ITEM 2. DESCRIPTION OF PROPERTY
PASW conducts its operations from a business office located in San Ramon, California.
The Company believes that these facilities are adequate for the current needs of the
Company.
ITEM 3. LEGAL PROCEEDINGS
The Company is not currently involved in any litigation
ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
There have been no matters submitted to a vote of security holders during the quarter
ended December 31, 2006.
ITEM 5. MARKET FOR COMMON EQUITY AND RELATED STOCKHOLDER
MATTERS
The Company's Common Stock is traded on the OTC Bulletin Board under the symbol
"PASW”. The following table sets forth the high and low bid prices as reported on the
OTC Bulletin Board for the periods indicated below.
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Year ending December 31, 2006

03/31/06
06/30/06
09/30/06
12/31/06

Common Stock
Common Stock
Common Stock
Common Stock

High Bid

Low Bid

0.20
0.18
0.17
0.30

0.12
0.07
0.10
0.12

High Bid

Low Bid

0.12
0.12
0.20
0.14

0.08
0.10
0.13
0.10

Year ending December 31, 2005

03/31/05
06/30/05
09/30/05
12/31/05

Common Stock
Common Stock
Common Stock
Common Stock

The above quotations reflect inter-dealer prices, without retail mark-up, mark-down or
commission, and may not represent actual transactions. On March 30, 2007 the closing
price of our common stock was $1.25 per share.
Number of Holders of Common Stock
At January 12, 2007 there were 487 stockholders of record of the Company's Common
Stock.
Dividends
The Company has never paid cash dividends on its Common Stock. The Company
currently intends to retain earnings for use in its business and, therefore, does not
anticipate paying cash dividends on its Common Stock in the foreseeable future.
Recent Sales of Unregistered Securities
The Company has sold no unregistered securities in the past three years.

3

ITEM 6. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS
You should read the following discussion in conjunction with our financial statements
and the notes thereto and other financial information appearing elsewhere in this Form
10KSB. The following discussion may contain forward-looking statements that involve
risks and uncertainties. The Company’s actual results could differ materially from those
anticipated in the forward-looking statements as a result of various factors, including
those discussed in "Factors That May Affect Future Results" and elsewhere in this
document. Except for historical information contained herein, the statements in this
report (including without limitation, statements indicating that the Company "expects,"
"estimates," anticipates," or "believes" and all other statements concerning future
financial results, product offerings, proposed acquisitions or combinations or other e
vents that have not yet occurred) are forward-looking statements that are made pursuant
to the safe harbor provisions of the Private Securities Litigation Reform Act of 1995,
Section 21E of the Securities Exchange Act of 1934, as amended, and Section 27A of the
Securities Act of 1933, as amended. Forward-looking statements involve known and
unknown factors, risks and uncertainties, which may cause the Company’s actual results
in future periods to differ materially from forecasted results.
Table Showing Relationship of Certain Items to Net Revenue
The following table sets forth, for the periods indicated, the percentage relationship to net
revenue of certain items in the consolidated statements of operations and comprehensive
income:
Year ended December 31,
2006

2005

100.00%

100.00%

Selling, general and administrative

75.47

63.57

Total operating expenses

75.47

63.57

Income from operations

24.53

36.43

7.05

20.15

31.58

56.58

0.00

0.00

Net income

31.58

56.58

Other comprehensive unrealized gains and (losses) and
foreign currency translation
Comprehensive gain

(4.72)

(15.06)

Net revenue

Other income
Income from operations before income taxes
Income tax expense
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26.86%

41.52%

.
Results of Operations for the Years Ended December 31, 2006 and 2005
The Company’s net revenues from continuing operations decreased 10% to $191,287 in
2006 from $213,014 in 2005. All of the revenue consists of royalty income received from
a single customer in Japan. Since all of the revenue was in the form of royalties, there
were no cost of sales in 2006 and 2005. Selling, general and administrative expense
increased 7% to $144,365 in 2006 compared to $135,403 in 2005. The increase in
expense in 2006 represented higher operations of our corporate office in California. In
2006 the Company had $5,035 in other income compared to $ 4,915 in 2005. During
2001 the Company accrued certain expenses in anticipation of possible charges for goods
and services. As these charges did not materialize, the Company reversed certain
accruals in 2005 . In 2006 the Company reversed certain other accruals.
Liquidity and capital resources
At December 31, 2006 and December 31, 2005 the Company had working capital of
$268,089 and $213,461 and cash of $306,115 and $268,271. The Company generated
$47,533 in cash flow from operating activities for 2006 compared with $112,831 for
2005. The decrease in cash flow of $65,298 was principally the result of a decrease in
net profit for the year of $ 60,106 (resulting from a decrease in the selling prices and a
reduction in units sold by the Company’s Japanese customer causing a decrease in royalty
revenue to the Company) and a decrease in accounts receivable of $5414. Cash
generated or used in operating activities principally reflects the increase from operations
and the related changes in working capital components. The Company had investing
activities of $652 in 2006 and $2,529 in 2005. There were no financing activities in 2006
or 2005.
Revenue Recognition
The Company’s only source of revenue comes from a royalty license agreement with a
single customer in Japan. We invoice the customer monthly based on units sold and
recognize the revenue at the time that it is earned.
Translation of Foreign Currency
The Company translates foreign currency financial statements in accordance with SFAS
52, "Foreign Currency Translation." Assets and liabilities are translated at current
exchange rates and related revenues and expenses are translated at average exchange
rates in effect during the period. Resulting translation adjustments are recorded as a
separate component in stockholders’ equity. Since foreign currency transaction gains and
losses are included in determining net income, any fluctuations in the value of the
Japanese Yen and the US Dollar impact the values of the Company’s royalty income and
the asset values recorded in the Japanese operation.
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Concentration of Credit Risk
The Company places its cash in what it believes to be credit-worthy financial institutions
in the US and Japan. However, cash balances may exceed maximum insured levels in
both countries at various times during the year. Furthermore, 100% of the Company’s
accounts receivable are derived from one customer in Japan.
Factors That May Affect Future Results
The Company received a “going concern” qualification with respect to the financial
statements prepared by its auditors for the years ended December 31, 2006, 2005
and 2004.
Those financial statements indicate that although the Company reported positive cash
flows from operations in 2006, 2005, and 2004, the Company has incurred significant
operating losses to date, has limited sources of revenue, and there is no assurance that the
Company can continue as a going concern in the future. Its only operating subsidiary,
NRCJ, sold all its revenue producing assets in 2003 and there is no assurance that the
remaining royalty income from a single customer in Japan will be sufficient to allow the
Company to continue operations in the future.
The Company reported a gain of $ 60,418 in 2006, $120,524 in 2005, $65,124 in 2004
and $70,032 in 2003 but sustained losses of ($37,093) in 2002 and ($1,306,954) in 2001.
The Company also had an accumulated deficit of ($ 6,086,665) and stockholders' equity
of $269,731 as of December 31, 2006. We can provide no assurance we will be
profitable in the future or that the Company will be able to continue operations in the
future.
The Company Has Been Trading On The OTC Bulletin Board (OTCBB)
The Company has been trading on the OTCBB since October 2001 when it was delisted
from the NASDAQ Small Cap Market for failing to meet minimum requirements of net
tangible assets and minimum bid price. While the Company currently has market makers
for trading its securities on the OTCBB, there is no assurance that these market makers
will continue their activities with respect to the Company’s securities. Any loss of such
market makers could have a material adverse effect on the value or price of the
Company’s securities.
The Company Sold the Operating Assets of its Subsidiary in 2003 and Currently
Receives Royalty Revenue Only.
The Company’s NRCJ subsidiary sold its operating assets in January 2003 and the
Company has been receiving its revenues based on royalty income from a single
customer in Japan. There is no assurance that the remaining royalty income will be
sufficient to allow the Company to continue operations in the future.
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The Company May Not Have Adequate Resources to Continue Operations Unless A
Successful Transaction Is Completed With A Merger Partner Or Additional
Financing Can Be Obtained From Other Sources.
At the present time the Company has limited resources available to continue operations
other than maintaining day-to-day activities without any capabilities for expansion. The
revenue received from royalties of its NRCJ subsidiary is sufficient to handle only
maintenance administrative operations for the Company. In order to continue or expand
operations, it may be necessary to obtain additional funding through financing activities
or merger with another entity. There is no assurance that the Company will be able to
secure additional funding to continue operations and expand the business. There is no
assurance that the proposed merger with VirnetX, as discussed in Item I in this report,
will take place.
Ownership Of The Company Is Concentrated In One Majority Stockholder Who
Has The Power To Control All Matters Requiring Stockholder Approval Including
Delaying Or Preventing A Change In Corporate Control Or Taking Other Actions
Which Individual Shareholders May Not Want.
One majority stockholder beneficially own approximately 60% of the Company’s
outstanding common stock. Such party has the power to exercise control over all matters
requiring stockholder approval, and other investors will have minimal influence over the
election of directors or other stockholder actions. As a result, the majority stockholder
could approve or cause the Company to take actions which are contrary to the interests of
other shareholders.
ITEM 7. FINANCIAL STATEMENTS
The Consolidated Financial Statements of the Company are attached as follows:
Independent Auditor’s Report

F-1

PASW, Inc. Financial Statements as of and for the years ended
December 31, 2006 and 2005

F-2 through F-15

ITEM 8. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON
ACCOUNTING AND FINANCIAL DISCLOSURE
The Company’s former independent accountant, Skeehan & Company, notified the
Company in December 2005 that it was exiting the business of auditing publicly traded
companies. The Company selected Farber, Hass, Hurley & McEwen, LLP as the
Company’s new auditor, effective February 22, 2006. The Company’s board of directors
recommended and approved the change in the Company’s certifying accountants.
Skeehan & Company issued a “going concern” qualification with respect to the
Company’s financial statements for the year ended December 31, 2004.
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There were no disagreements with Skeehan & Company on any matter of accounting
principles or practices, financial statement disclosure or auditing scope or procedure
which, if not resolved to the former accountant’s satisfaction, would have caused it to
make reference to the subject matter of the disagreement in connection with its reports.
ITEM 8A. CONTROLS AND PROCEDURES
Under the supervision and with the participation of the Company’s principal executive
and principal financial officers, the Company conducted an evaluation of its disclosure
controls and procedures, as such term is defined under Rule 13a-15(e) promulgated under
the Securities Exchange Act of 1934, as amended (the “Exchange Act”). Based on this
evaluation, the Company’s principal executive and financial officers concluded that the
Company’s disclosure controls and procedures are effective. Disclosure controls and
procedures are designed to ensure that information required to be disclosed in reports
under the Exchange Act are processed and reported within the time periods specified by
law. The design of any such system of controls is based in part on assumptions about the
likelihood of future events, and there can be no assurance that any such system of
controls will succeed in all circumstances.
Since the date of the evaluation described above, there have been no significant changes
in our internal controls or in other factors that could significantly affect these controls.
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PART III
ITEM 9. DIRECTORS, EXECUTIVE OFFICERS, PROMOTERS, CONTROL
PERSONS AND CORPORATE GOVERNANCE; COMPLIANCE WITH
SECTION 16(A) OF THE EXCHANGE ACT
Executive Officers and Directors
Name

Age

Position

Glenn P. Russell

52

Chairman and Chief Executive Officer

William E. Sliney

68

President, Chief Financial Officer, Secretary and Director

Wayne T. Grau

57

Director

Glenn P. Russell. Mr. Russell has served as the Company’s chairman from 1992 to
October 2000. From August 2001 until the present he has served as chairman and chief
executive officer. He also served as president and chief executive officer of the Company
from 1992 to 1999. Mr. Russell has also served as the President, Chief Executive Officer
and Chairman of Upsellit.com since January 2006. Before 1992 he had various sales and
marketing positions at IBM, Unisys and Network Research Corporation, a predecessor of
PASW. Mr. Russell is also an officer and director of Luke Systems International, a
distributor of electronic components. Luke Systems International is controlled by Mr.
Russell’s spouse. Mr. Russell was educated in the United Kingdom.
William E. Sliney. Mr. Sliney has served as the Company’s president since August 2001.
He was chairman from October 2000 to August 2001. He has been the chief financial
officer of the Company since April 1999 and secretary of the Company since December
2001. He was also a director of Enterra Energy Trust from January 2002 to March 2006.
Before joining PASW, Mr. Sliney was the chief financial officer for Legacy Software Inc.
from 1995 to 1998. From 1993 to 1994, Mr. Sliney was the chief executive officer of
Gumps. Mr. Sliney received his masters in business administration from the Anderson
School at UCLA.
Wayne T. Grau. Mr. Grau has been a director of PASW since January 1999. He was the
president and chief executive officer of Fielding Electric, Inc. from 1981 to 2000. Mr.
Grau, who has been retired for over five years, is currently a member of the Los Angeles
Chapter membership committee of the National Electrical Contractors Association, an
alternate trustee for the Joint Apprenticeship Training Committee and an alternate trustee
for the Los Angeles Electrical Training Trust.
Compliance with Section 16(A) of the Exchange Act
Section 16(a) of the Exchange Act requires the Company's directors and executive
officers, and persons who own more than 10 percent of a registered class of the
Company's equity securities, to file with the Securities and Exchange Commission (the
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"SEC") initial reports of ownership and reports of changes in ownership of Common
Stock and other equity securities of the Company. Officers, directors and greater than ten
percent stockholders are required by SEC regulation to furnish the Company with copies
of all Section 16(a) forms they file. To the Company's knowledge, based solely on review
of the copies of such reports furnished to the Company and written representations that
no other reports were required, during the year ended December 31, 2006 directors and
greater than ten percent beneficial owners listed in the above table complied with the
foregoing Section 16(a) filing requirements.
Code of Ethics
The Company has not yet adopted a code of ethics that applies to its principal executive
officer, principal financial officer and principal accounting officer or controller (or
persons performing similar functions) but is in the process of preparing such manual
which it will file with the Commission.
Corporate Governance
There have been no material changes to the procedures by which security holders may
recommend nominees to the company’s board of directors.
The Company does not meet the requirements of rule10A-3 and has not separately
designated a standing audit committee.
ITEM 10. EXECUTIVE COMPENSATION
The following table sets forth the compensation earned for services rendered to PASW in
all capacities by the principal executive officer of the Company and the Chairman during
the last two fiscal years. No officer or director earned over $100,000 during the fiscal
year ended December 31, 2006.
Summary Compensation Table
Annual compensation

Year

Salary

Bonus

Stock and
Option
Awards

Glenn P. Russell - Chairman and
Chief Executive Officer

2006
2005

-

-

-

-

William E. Sliney - President, Chief
Financial Officer and Secretary

2006
2005

-

-

-

$30,000
$30,000

Name and
principal position
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All other
compensation

Outstanding Equity Awards at Fiscal Year End
There were no outstanding unexercised options, stock that had not vested, or equity
incentive plan awards for any executive officer of the Company as of December 31,
2006.
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Director Compensation
No compensation was made to any of the Company’s directors for service as a director in
the form of fees, stock awards, option awards, non-equity incentive plan compensation,
nonqualified deferred compensation earnings or otherwise during the fiscal year ended
December 31, 2006.
ITEM 11. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND
MANAGEMENT AND RELATED STOCKHOLDER MATTERS
Securities Authorized for Issuance Under Equity Compensation Plans
The Company adopted an Equity Incentive Program (“Plan”) on April 17, 1998. Under
the Plan, the Company may grant incentive stock options, non-statutory stock options,
stock appreciation rights, stock bonuses and rights to acquire restricted stock to
employees, directors, and consultants of the Company (except for incentive stock options
which may only be granted to employees). The number of shares of the Company’s
common stock reserved for issuance under the Plan is 451,740 shares. As of December
31, 2006, there were no outstanding options or rights under the Plan.
Security Ownership of Certain Beneficial Owners and Management
The following table sets forth information regarding the beneficial ownership of the
Company’s common stock as of December 31, 2006 for:
- each person who is known to own beneficially more than 5% of our
outstanding common stock,
- each of our executive officers and directors and
- all executive officers and directors as a group.
The percentage of beneficial ownership for the following table is based on 4,997,400
shares of common stock outstanding on December 31, 2006.
Unless otherwise indicated below, to our knowledge, all persons and entities listed below
have sole voting and investment power over their shares of common stock, except to the
extent that individuals share authority with spouses under applicable law.
Shares of common stock not outstanding but deemed beneficially owned because an
individual has the right to acquire the shares of common stock within 60 days are treated
as outstanding when determining the amount and percentage of common stock owned by
that individual and by all directors and executive officers as a group. Each person has
sole voting and investment power with respect to the shares of common stock shown.
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Number of
shares
beneficially
owned

Name and address of beneficial owner

Percentage of
shares
outstanding

3,000,000

Glenn P. Russell
William E. Sliney
Wayne Grau
All directors and executive officers as a group (3)
* Less than 1 percent

60.0%

500

*

0

*

3,000,500

60.0%

The address of each officer and director for PASW, Inc. is 9453 Alcosta Boulevard. San
Ramon, CA 94583 – 3929.
ITEM 12. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS AND
DIRECTOR INDEPENDENCE
Certain Relationships and Related Transactions
During 2006 an officer of PASW was paid $30,000 in management fees. During 2006,
the Company occupied office space in California provided by the same officer at no
additional charge.
PASW believes that the transactions described above were made on terms no less
favorable to PASW than could have been obtained from unaffiliated third parties.
Director Independence
Wayne Grau is an independent director. In making its independence determinations, the
Board observes all criteria for independence established by the SEC and NASDAQ.
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ITEM 13. EXHIBITS AND REPORTS ON FORM 8-K
Exhibits
Number Exhibit

3.1
3.2
10.1
10.2
10.3
10.4
31.1
31.2
32.1
32.2

Articles of Incorporation of the Registrant, as amended to date (2)
Bylaws of the Registrant (1)
Form of Indemnification Agreements (1)
1998 Equity Incentive Program (1)
Form of Invention Assignment and Proprietary Information Agreement (1)
Contract between Panasonic factory Solutions, Inc and Network Research
Corporation Japan*
Rule 13a-14(a)/15d-14(a) Certifications—Chief Executive Officer.
Rule 13a-14(a)/15d-14(a) Certifications—Chief Financial Officer.
Section 1350 Certifications—Chief Executive Officer.
Section 1350 Certifications—Chief Financial Officer.

14

(1) As filed on Form SB2 effective July 29, 1999.
(2) As filed on Form 8-K effective March 29, 2001.
(b) Reports on Form 8-K
None
ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES
The following is a summary of the fees billed to the Company by Farber Hass Hurley &
McEwen LLP during the year ended December 31, 2006 and Skeehan & Company for
professional services rendered during the years ended December 31, 2005:
Year ended December 31,
2006
2005

$ 31,075
$ 31,075

Audit fees
Audit related fees
Tax fees
All other fees

$ 23, 280
2,645
$ 25,925

AUDIT FEES. Consists of fees billed for professional services rendered for the audits of
the Company’s consolidated financial statements, reviews of our interim consolidated
financial statements included in quarterly reports, services performed in connection with
filings with the Securities and Exchange Commission and related comfort letters and
other services that are normally provided by Farber Hass Hurley & McEwen, LLP and
Skeehan & Company in connection with statutory and regulatory filings or engagements.
TAX FEES: Consists of fees billed for professional service for tax compliance, tax advice
and tax planning. These services include assistance regarding federal, state and local tax
compliance and consultation in connection with various transactions and acquisitions.
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SIGNATURES
In accordance with Section 13 or 15(d) of the Exchange Act, the registrant caused this
report to be signed on its behalf by the undersigned, thereunto duly authorized.
PASW, Inc.
(Registrant)
Date: April 2, 2007
/s/ William E. Sliney
President, Chief Financial Officer and Secretary
In accordance with the Exchange Act, this report has been signed below by the following
persons on behalf of the Registrant and in the capacities and on the dates indicated.
Signature
/s/Glenn P. Russell
Glenn P. Russell
/s/William E. Sliney
William E. Sliney
/s/Wayne T. Grau
Wayne T. Grau

Title

Date

Chairman

April 2, 2007

President, Chief Financial Officer and Secretary April 2, 2007
Director

April 2, 2007
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
Board of Directors and Shareholders
PASW, Inc.
We have audited the accompanying consolidated balance sheet of PASW, Inc.
(the "Company") as of December 31, 2006, and the related consolidated statements of
operations, comprehensive income, changes in shareholders' equity (deficit), and cash
flows for the year then ended. These consolidated financial statements are the
responsibility of the Company’s management. Our responsibility is to express an opinion
on these consolidated financial statements based on our audit.
We conducted our audit in accordance with auditing standards of the Public Company
Accounting Oversight Board (United States). Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the consolidated financial
statements are free of material misstatement. The Company has determined that it is not
required to have, nor were we engaged to perform, an audit of its internal control over
financial reporting. Our audit included consideration of internal control over financial
reporting as a basis for designing audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the Company’s internal control over financial reporting. Accordingly, we express no such
opinion. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the consolidated financial statements. An audi t also includes assessing
the accounting principles used and significant estimates made by management, as well as
evaluating the overall consolidated financial statement presentation. We believe that our
audit provide a reasonable basis for our opinion.
In our opinion, the consolidated financial statements referred to above present
fairly, in all material respects, the consolidated financial position of PASW, Inc. as of
December 31, 2006, and the results of their operations and their cash flows for the year
then ended, in conformity with accounting principles generally accepted in the United
States of America.
The accompanying consolidated financial statements have been prepared assuming that
the Company will continue as a going concern. As discussed in Note 11 to the
consolidated financial statements, the Company has limited sources of revenue and has
incurred significant operating losses in prior years. These factors, among others, raise
substantial doubt as to the Company’s ability to continue as a going concern.
Management's plans concerning these matters are also described in Note 11. The
consolidated financial statements do not include any adjustments that might result from
the outcome of this uncertainty.
Farber Hass Hurley & McEwen, LLP
Granada Hills, California
March 28, 2007

PASW, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
ASSETS

December 31,
2006

Current assets
Cash and cash equivalents

2005

$306,115

$268,271

Accounts receivable

14,018

17,501

Total current assets

320,133

285,772

1,642

1,826

-

3,063

$321,775

$290,661

$ 52,044

$ 72,311

52,044

72,311

4,998

4,998

6,398,754

6,398,754

(6,086,665)

(6,147,083)

Cumulative adjustment for foreign currency translation

(47,356)

(38,319)

Total stockholders’ equity

269,731

218,350

$321,775

$290,661

Property and equipment-net
Other asset

LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities
Accounts payable and accrued expenses
Total current liabilities
Stockholders’ equity
Preferred stock, $.01 par value; 10,000,000 shares
authorized, no
shares issued and outstanding
Common stock, $.001 par value; 50,000,000 shares
authorized;
4,997,400 and 4,997,400 shares issued and outstanding
Additional paid-in capital
Accumulated deficit

The accompanying notes are an integral part of these consolidated financial statements.
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PASW, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS
For the Years Ended
December 31,
2006
Revenue
Royalties and other

2005

$191,287

$213,014

Operating expenses
Selling, general and administrative

144,365

135,403

Total operating expenses

144,365

135,403

Income from operations

46,922

77,611

Other income

5,035

4,915

Forgiveness of accrued expenses
Income from operations before income taxes

8,461

37,998

60,418

120,524

0

0

$60,418

$120,524

$0.01

$0.02

4,997,400

4,997,400

Provision for taxes
Net Income
Net income per common share – Basic and diluted
Net income per share
Weighted average common shares basic and diluted
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The accompanying notes are an integral part of these consolidated financial statements.
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PASW, INC AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF
COMPREHENSIVE INCOME

For the Years Ended
December 31,
2006

COMPREHENSIVE INCOME
Net income

$60,418

Foreign currency translation adjustment

(9,037)

Comprehensive income

$51,381

2005
$120,524
(32,079)
$88,445

The accompanying notes are an integral part of these consolidated financial statements.
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PASW, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2006 AND 2005

Common Stock
Shares Amount

Balance at
January 1, 2005

4,997,400

Additional Accumulated
Paid-in
Capital

$4,998 $6,398,754 $(6,267,607)

Foreign currency
translation
adjustment
Net income

Adjustment

120,524

4,998 6,398,754 (6,147,083)

Equity

$(6,240) $129,905

(32,079)

Balance at
December 31
4,997,400
2005
Foreign currency
translation
adjustment
Net income
Balance at
December 31,
2006

Deficit

Cumulative
Foreign
Total
Currency
StockTranslation holders’

(32,079)
120,524

(38,319)

218,350

(9,037)

(9,037)

60,418

55,020

4,997,400 $ 4,998 $6,398,754 $(6,086,665)

$ (47,356) $269,731
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PASW, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
For the Years Ended
December 31,
2006
CASH FLOWS FROM OPERATING ACTIVITIES
Net income from continuing operations

2005

$60,418

$120,524

836

703

3,483

8,897

3,063

2,400

(20,267)

(19,693)

47,533

112,831

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of fixed assets

(652)

(2,529)

Net cash provided by investing activities

(652)

(2,529)

0

0

(9,037)

(32,079)

37,844

78,223

268,271

190,048

$ 306,115

$ 268,271

Adjustments to reconcile net income to net cash provided
by operating activities:
Depreciation and amortization
(Increase) decrease in assets:
Accounts receivable
Prepaid expenses and other assets
Increase (decrease) in liabilities:
Accounts payable and accrued expenses
Net cash provided by operating activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Net cash used in financing activities
EXCHANGE RATE CHANGES
NET INCREASE IN CASH AND CASH
EQUIVALENTS
CASH AND CASH EQUIVALENTS – BEGINNING
CASH AND CASH EQUIVALENTS – ENDING
SUPPLEMENTAL CASH FLOW INFORMATION:
Cash paid during the year for:
Interest paid

$

Nil

$

Nil

Income taxes paid

$

Nil

$

Nil

The accompanying notes are an integral part of these consolidated financial statements.
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PASW, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2006 AND 2005
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Nature of Operations
PASW (the Company) was incorporated in California in November 1992 as a developer
and licensor of Internet and Web related software and software development tools. The
Company developed and sold software development tools until August 2000. At that
time the Company sold all its development activities to another company while
maintaining a sales office in Japan. In December 2002 the Company closed the Japanese
office but continues to receive royalty income from a single customer in Japan. The
remaining administrative operations are conducted principally from an office in the San
Francisco Bay Area of Northern California.
Basis of Consolidation
The consolidated financial statements include the accounts of PASW, Inc. ("PASW" or the
“Company”) and its wholly owned subsidiaries:
?
·
·
·

Network Research Corp. Japan, Ltd. ("NRCJ");
Alera Systems, Inc. ("Alera"), formerly iApplianceNet.com ("iAppliance"), a
California Corporation;
Pacific Acquisition Corporation ("PAC"), a California Corporation; and
PASW Europe Limited ("Europe"), a United Kingdom Corporation.

All references herein to PASW or the "Company" include the consolidated results of
PASW and its subsidiaries. All significant intercompany accounts and transactions were
eliminated in consolidation.
Alera, PAC and Europe were inactive in 2006 and 2005.
Use of Estimates
Preparing financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues and
expenses during the reporting period. Actual results could differ from those estimates.
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PASW, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2006 AND 2005
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Revenue Recognition
The Company generates all revenue from a royalty license agreement with a single
customer in Japan. Generally, income is recognized when earned.
Cash and Cash Equivalents
The Company considers all highly liquid investments purchased with original maturities
of three months or less to be cash equivalents.
Concentration of Credit Risk
The Company places its cash in what it believes to be credit-worthy financial institutions.
However, cash balances may exceed FDIC insured levels at various times during the year.
The Company’s accounts receivable are derived from one customer.
Accounts Receivable
For financial reporting purposes, PASW uses the allowance method of accounting for
doubtful accounts. PASW performs ongoing credit evaluations of its customers and, if
required, maintains an allowance for potential credit losses. The allowance is based on an
experience factor and review of current accounts receivable. Uncollectible accounts are
written off against the allowance accounts when deemed uncollectible. No accounts were
deemed uncollectible at December 31, 2006 or 2005.
Property and Equipment
Property and equipment are stated at cost. Depreciation is provided for in amounts
sufficient to relate the cost of depreciable assets to operations over their estimated service
lives, primarily on a straight-line basis. The estimated lives used in determining
depreciation are five to seven years for furniture, fixtures and computer equipment.
Purchased computer software costs are amortized over five years.
Maintenance and repairs are expensed as incurred; additions and betterments are
capitalized. Upon retirement or sale, the cost and related accumulated depreciation of the
disposed assets are removed and any resulting gain or loss is recorded.
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PASW, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2006 AND 2005
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Fair Value of Financial Instruments
The Company’s financial instruments consist of cash, accounts receivable, and accounts
payable. The carrying amounts of cash, accounts receivable, and accounts payable
approximate fair value due to the highly liquid nature of these short-term instruments at
December 31, 2006 and 2005.
Long-Lived Assets
Long-lived assets are reviewed for impairment whenever events or changes in
circumstances indicate the related carrying amount may not be recoverable. Recovery of
assets to be held and used is measured by comparing the carrying amount of the assets to
the future net cash flows expected to be generated by the asset. If such assets are
considered impaired, the impairment is measured by the amount by which the carrying
amount of the assets exceeds the fair value of the assets. Assets to be disposed of are
reported at the lower of the carrying amount or fair value less the cost to sell.
Income Taxes
Provisions for income taxes are based on taxes payable or refundable for the current year
and deferred taxes on temporary differences between the amount of taxable income and
pretax financial income and between the tax bases of assets and liabilities and their
reported amounts in the financial statements. Deferred tax assets and liabilities are
included in the financial statements at currently enacted income tax rates applicable to the
period in which the deferred tax assets and liabilities are expected to be realized or settled
as prescribed by Statement of Financial Accounting Standards ("SFAS") No. 109,
"Accounting for Income Taxes." As changes in tax laws or rates are enacted, deferred tax
assets and liabilities are adjusted through the provision for income taxes.
Translation of Foreign Currency
The Company translates foreign currency financial statements of NRCJ in accordance
with SFAS 52, "Foreign Currency Translation." Assets and liabilities are translated at
current exchange rates and related revenues and expenses are translated at average
exchange rates in effect during the period. Resulting translation adjustments are recorded
as a separate component in stockholders’ equity. Foreign currency transaction gains and
losses are included in determining net income.
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PASW, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2006 AND 2005
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Stock-Based Compensation
PASW uses the intrinsic value method of accounting for stock-based compensation for
employees in accordance with Accounting Principles Board Opinion ("APB") No. 25.
Earnings Per Share
SFAS No. 128, "Earnings Per Share" requires presentation of basic earnings per share
("Basic EPS") and diluted earnings per share ("Diluted EPS"). Basic earnings per share is
computed by dividing earnings available to common stockholders by the weighted
average number of outstanding common shares during the period. Diluted EPS gives
effect to all dilutive potential common shares outstanding during the period. The
computation of diluted EPS does not assume conversion, exercise or contingent exercise
of securities that would have an anti-dilutive effect on losses.
Recent Accounting Pronouncements
In March 2005, FASB issued Interpretation No. 47 (“FIN 47”), “Accounting for
Conditional Asset Retirement Obligations”. FIN 47 clarifies that the term “conditional
asset retirement obligation” as used in FASB Statement No. 143, “Accounting for Asset
Retirement Obligation”, refers to a legal obligation to perform an asset retirement activity
in which the timing and/or method of settlement are conditional on a future event that
may or may not be within the control of the entity. Accordingly, an entity is required to
recognize a liability for the fair value of a conditional asset retirement obligation if the
fair value of the liability can be reasonably estimated. FIN 47 is effective no later than the
end of fiscal years ending after December 15, 2005. The adoption of this standard has had
no impact on the Company’s consolidated financial statements.
In July 2006, FASB issued Interpretation No. 48 (“FIN 48”), “Accounting for
Uncertainty in Income Taxes - An Interpretation of FASB Statement No. 109”. FIN 48
clarifies the accounting for uncertainty in income taxes recognized in an enterprise’s
financial statements in accordance with FASB Statement No. 109, and also prescribes a
recognition threshold and measurement attribute for the financial statement recognition
and measurement of a tax position taken or expected to be taken in a tax return. FIN 48 is
effective for financial statements issued for fiscal years beginning after December 15,
2006. The adoption of this standard is not expected to have a significant impact on the
Company’s consolidated financial statements.
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PASW, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2006 AND 2005
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Recent Accounting Pronouncements
FIN 46(R), “Consolidation of Variable Interest Entities”, applies at different dates to
different types of enterprises and entities, and special provisions apply to enterprises that
have fully or partially applied Interpretation 46 prior to issuance of 46(R). Application of
Interpretation 46 or Interpretation 46 (R) is required in financial statements of public
entities that have interests in variable interest entities or potential variable interest entities
commonly referred to as special purpose entities for periods ending after December 15,
2003. Application by public entities (other than small business issuers) for all other types
of entities is required in financial statements for periods ending after March 15, 2004.
Application by small business issuers to entities other than special purpose entities and by
non-public entities to all types of entities is required at various dates in 2004 and 2005. In
some instances, enterprises ha ve the option of applying or continuing to apply
Interpretation 46 for a short period of time before applying Interpretation 46 (R). There is
no impact on the Company’s consolidated financial statements.
In September 2006, FASB issued SFAS No. 157, “Fair Value Measurements”. SFAS No.
157 provides guidance for using fair value to measure assets and liabilities. It clarifies
that for items that are not actively traded, such as certain kinds of derivatives, fair value
should reflect the price in a transaction with a market participant, including adjustment
for risk, not just the company’s mark-to-model value. Statement No. 157 also requires
expanded disclosure of the effect on earnings for items measured using unobservable
data. Fair value refers to the price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction between market participants in the market in
which the reporting entity transacts. Statement No. 157 is effective for financial
statements issued for fiscal years beginning after November 15, 2007.
On February 15, 2007, the FASB issued SFAS Statement No. 159, “The Fair Value
Option for Financial Assets and Financial Liabilities”. This Statement permits companies
and not-for-profit organizations to make a one-time election to carry eligible types of
financial assets and liabilities at fair value, even if fair value measurement is not required
under GAAP. SFAS 159 is effective for fiscal years beginning after November 15, 2007.
The Company is currently evaluating the effect of the adoption of SFAS No. 159.
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PASW, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2006 AND 2005
NOTE 2 - PROPERTY AND EQUIPMENT
Property and equipment consisted of the following:
December 31,
2006
Furniture, fixtures and equipment
Purchase of furniture

Less: accumulated depreciation and amortization
Fixed assets – net

2005

$ 1,826

$ 2,529

652

0

2,478

2,529

836

703

$ 1,642

$ 1,826

NOTE 3 - CAPITAL STOCK
PASW is authorized to issue 10,000,000 shares of Preferred Stock, par value $.01.
Preferred shares may be issued from time to time in one or more series. The number of
shares in each series and the designation of each series to be issued shall be determined
from time to time by the board of directors of the Company.
NOTE 4 - STOCK-BASED COMPENSATION
On April 17, 1998, PASW adopted the 1998 Equity Incentive Program (the "Plan"). The
Plan expires on December 31, 2008. The Plan provides for granting of the following
Stock Awards: (i) Incentive Stock Options, (ii) Non-Statutory Stock Options, (iii) Stock
Appreciation Rights, (iv) Stock Bonuses, and (v) Rights to acquire Restricted Stock.
Persons eligible to receive Stock Awards are the employees, directors and consultants of
the Company and its Affiliates, as defined. Incentive Stock Options may be granted only
to employees. Stock awards other than Incentive Stock Options may be granted to all
eligible persons.
The maximum term of any options granted is ten years. Vesting requirements may vary,
and will be determined by the board of directors. The number of shares reserved for
issuance under the Plan is 451,740 shares. At December 31, 2006 the Company had zero
outstanding options.
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PASW, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2006 AND 2005
NOTE 5 - WARRANTS
On September 18, 2001 PASW issued 560,000 fully vested common stock purchase
warrants as compensation for services by professionals and consultants. The warrants
have an exercise price of $0.25 per share. The warrants expired on September 19, 2006.
In 2001, the Company also canceled its outstanding employee options and other warrants,
and on September 18, 2001 issued 553,674 new fully vested warrants, with an exercise
price of $0.25 per share. The warrants expired on September 19, 2006.
The Company valued the 1,202,674 warrants issued in 2001 using the Black Sholes
option pricing model with the following assumptions: interest rate of 4.5%, life of 5
years, volatility of 145% and expected dividend yield of -0-%. The per warrant fair value
is $0.10 and a total expense of $124,781 was recorded during 2001.
NOTE 6 - RELATED PARTY TRANSACTIONS
One officer of the Company also manages the Company and receives management fees.
Management fee expense included in the statement of operations totaled $30,000 in 2006
and 2005.
The Company occupies facilities in California provided by the same officer at no charge.
NOTE 7 - SEGMENT INFORMATION
All of the Company’s 2006 and 2005 sales were in Japan
NOTE 8 - INCOME TAXES
The provision for income taxes consists of the following:
December 31,
2006
Current

2005
$0
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PASW, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2006 AND 2005
NOTE 8 – INCOME TAXES (Continued)
The reconciliation of the effective income tax rate to the Federal statutory rate is as
follows:
December 31,
2006
2005
35.0%
35.0%
(10.0)
(10.0)
(25.0)
(25.0)
0
0
0%
0%

Federal income tax rate
Surtax exemption
Effect of valuation allowance
State taxes
Effective income tax rate

At December 31, 2006, the Company had a net carryforward operating loss of
approximately $4,480,000. A valuation allowance equal to the tax benefit for deferred
taxes was established due to the uncertainty of realizing the benefits of the tax
carryforward. Any merger or acquisition by another company would significantly reduce
utilization of the net operating loss carryforward.
Deferred tax assets and liabilities reflect the net tax effect of temporary differences
between the carrying amount of assets and liabilities for financial reporting purposes and
amounts used for income tax purposes. Significant components the Company’s deferred
tax assets (liabilities) are as follows:
December 31,
2006
2005
Non-current deferred tax assets (liabilities):
Loss carryforwards
Less: valuation allowance
Net deferred tax assets (liabilities)

$ 1,000,000
(1,000,000)
$
0

$ 1,100,000
(1,100,000)
$
0

The net operating loss carryforwards begin to expire in 2019 and expire by 2026.
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PASW, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2006 AND 2005
NOTE 9 - EARNINGS PER SHARE
Securities that could potentially dilute basic earnings per share in the future, were not
included in the computation of diluted earnings per share because their effect would have
been antidilutive, are as follows:
December 31,
2006

2005

Warrants and Options

0

1,202,674

Total shares

0

1,202,674

NOTE 10 – ACCRUED EXPENSES
During 2001 the Company accrued certain expenses in anticipation of possible charges
for goods and services. The charges did not materialize; therefore in 2005 the Company
reversed certain accruals. In 2006, the Company reversed certain other accruals.
NOTE 11 - GOING CONCERN
The accompanying financial statements were prepared in conformity with generally
accepted accounting principles, which contemplate continuation of the PASW as a going
concern. Although the Company had positive cash flows in 2006 and 2005, it had net
operating losses of $ 6,086,665 since inception. The Company’s only operating
subsidiary NRCJ sold all its revenue producing assets in 2003 and there is no assurance
that the remaining royalty income is sufficient to allow the Company to continue
operations. These factors raise substantial doubt about the Company’s ability to continue
as a going concern. In view of the matters described above, the Company is dependent on
its ability to raise sufficient capital to fund its working capital requirements until the
Company can generate sufficient sales volume to cover its operating expenses. As of
December 31, 2006, the Company is actively seeking a reverse merger candidate.
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NETWORK RESEARCH SOFTWARE SOURCE CODE LICENSE AGREEMENT
This Software Source Code License Agreement is entered Into as of the date of last signature on this Agreement, by and
between Network Research Corporation Japan. ("Network Research"), a corporation, with offices at 11-3 Nibancho Chiyoda-ku
Tokyo, ("Licenser"), and.
Kyushu Matsushita Electric Co., Ltd. Production Engineer,lna Research
Laboratory a Corporation. with its offices at 1-62. 4-Chome Minoshima
Hakata-ku Fukuoka 612 Japan.
WHEREAS, Network Research has rights in certain TCP/IP networking software known as FUSION TCP/IP Developer's Kit
("Software") and related documentation in which Licensee desires to acquire certain rights to incorporate ("Port") the Licensed
Software into the Licensee's computer system, operating system. or other networked system ("System") to provide TCP/IP-based
networking for the System. NOW, THEREFORE, in consideration of the mutual promises and conditions contained In this
agreement, Network Research and Licensee agree as follows:
1. DEFINITIONS
Terms used in this Agreement have the following meanings:
1.1

Software Mans the FUSION TCP/IP networking software and related software provided to Licensee as the FUSION

Developer's Kit which is used by the Licensee to port to Licensee's System in
order to provide TCP/1P networking applications. See Appendix A.1 for a description of the FUSION Developer's Kit.
1.2

Source Code means the software code, the majority In the C software language, which is included in the FUSION

Developer's Kit in the configuration of Licensee's System defined in Appendix B.
1.3

Binary Distribution means a copy of the Licensee's ported Binary (Object Code) version of the Software Source Code

which is used at the time of execution on the Licensee's System. Binary Distributions are authorized by the use of Binary
Incorporation Stickers provided by Network Research. These stickers are affixed to the software media or to the System which
contains the Binary Distribution.

1.4

Documentation means user manuals, porting guides, reference manuals, programmer's manuals, and installation

manuals included with the FUSION Developer's Kit or other documentation provided
to the Licensee relating to the Software.
System means the Licensee's computer hardware, circuit board. or other hardware/firmware component. computer
1.5
operating software. or other software component which, together with FUSION TCP/IP Networking Software comprises a fully
functioning product.
GRANT OF LICENSE
2.
Subject to the terms and conditions of the Agreement, Network Research grants to Licensee, and Licensee hereby accepts from
Network Research; a non-exclusive. non-transferable right and license to:
2.1

Use. edit, merge, translate, enhance or otherwise modify the Software Source Code as needed in order to port the

Software to Licensee's System,
2.2

Make up to two (2) copies of the Software Source Code for archival purposes only:

2.3

Create internal use Binary Distributions of the ported software for execution on the Licensee's System for the purpose

of testing. debugging, supporting and marketing of the binary version of the ported software. Five (5) internal use copies are
authorized with the full Source, Lower-Layer Source and Upper-Layer Source Developer's Kits. Five (5) internal use copies are
authorized with the Embedded Systems Developer's Kit. 2.4 Use the Software at the following designated site of Licensee:
Licensee: Kyushu Matsushita Electric CO. Ltd.
Division:

Production Engineering Research Laboratory

Building:
Address:

1-62, 4-Chrome Minoshima Hakata ku Fukuoka 812 Japan

User Contact: Takashi Daikoku
2.5

Limitation on Use: Notwithstanding section 2.1 above, any restrictions on the use of the software by Licensee

identified in Appendix C and attached as part of this Agreement are included and are binding as part of this Agreement.

3.
3.1

DELIVERY AND PAYMENT
in consideration of the rights and license granted in this Agreement. Licensee agrees to pay Network Research the fees

for the Software as specified in Appendix B. Licensee will execute a company Purchase Order for the amount of the fees.
3.2

Network Research will deliver to Licensee one master set of the Documentation and one master copy of the software

Source Code. Documentation shall be in hard copy form: Documentation In electronic form must be previously arranged and
agreed upon by Network Research. Delivery media for Software Source Code shall in the form specified In the configuration
defined in Appendix B. Delivery shall be within 30 days of the receipt and acceptance of Licensee's Purchase Order. Delivery
method shall be by air freight carrier with return receipt.
3.3

The fees are due and payable within 30 days of receipt by Licensee of the Software Source Code and Documentation.

Licensee shall pay Network Research a charge of 2% per month (or the highest rate allowed by law) on all amounts which are
due but unpaid under this Agreement. From the date such amounts are overdue until they are paid, such charge shall accrue and
be due and payable on a daily basis.
4.

OWNERSHIP RIGHTS AND PROTECTION OF COPYRIGHT

4.1

Title to and ownership of the software and Source Code and all related technical know-how, including any

modifications. revisions. bug fixes, enhancements, improvements and derivative versions of the Software thereof, developed by
either Licensee or Network Research and all rights therein, including all rights in patents, copyrights and trade secrets applicable
thereto, shall remain vested in Network Research during and after the term of this Agreement.
4.2

Licensee shall deliver to Network Research any modifications, revisions, bug fixes, enhancements, improvements, and

derivative versions of the Documentation, the Software. and Source Code upon Network Research's reasonable request.
4.3

Licensee shall faithfully reproduce and conspicuously display in and on all copies made and the media. documentation,

and packages in which such copies are contained the following notices:

(a) The Binary Incorporation Sticker supplied with the Developer's Kit is to be affixed to all Internal use binary copies made of
the Software
(b) Notice for copies of any portion of the Documentation relating to the Software or any modifications thereof:
COPYRIGHT 1989 TO 1991 PACIFIC SOFTWORKS. ALL RIGHTS RESERVED.

(c) Notice for all whole or partial copies of the Software Source Code: made by licensee:
COPYRIGHT 1983 TO 1991. AN UNPUBLISHED WORK BY PACIFIC SOFTWORKS. ALL RIGHTS RESERVED.
THIS PROGRAM 1S AN UNPUBLISHED WORK PROTECTED BY THE UNITED STATES COPYRIGHT LAWS
(TITLE 17 UNITED STATES CODE) AND CONTAINS TRADE SECRETS OF PACIFIC SOFTWORKS WHICH
MUST BE HELD IN STRICT CONFIDENCE.
Network Research will notify Licensee 90 days in advance of any required changes to copyright notices.

5.
5.1

NON-DISCLOSURE OF CONFIDENTIAL INFORMATION
Network Research and Licensee acknowledge that certain information may be disclosed to one another in order to carry

out this Agreement, Including but not limited to financial, statistical, personnel or technical information relating to each other
business which may be deemed proprietary and
confidential. In the event either party receives such information, that party agrees to keep such information confidential by using
the same care and discretion that it uses with Its own information which it considers confidential.
5.2

Licensee hereby acknowledges that the Software and all related materials and technical know-how contains Network

Research's trade secrets and is confidential and proprietary to Network Research. Licensee agrees to hold all such information in
confidence, and agrees not to disclose such information to anyone other than Licensee's employees with a bona fide need to
know. Licensee's employees having access to the Software and all related materials and technical know-how are also enjoined by
this non-disclosure agreement, Additionally, Licensee agrees to use at least that degree of care which it uses to protect its own
information of a similar proprietary nature.
Network Research hereby acknowledges that all information in relation to Licensee's System is confidential and proprietary to
Licensee. Network

Research agrees to hold all such information in confidence. and agrees not to disclose such information to anyone other than
Network
Research's employees with a bona fide need to know. Network Research's employees having access to all information In relation
to System are also enjoined by this non-disclosure agreement. Additionally, Network Research agrees to use at least that degree
of care which it uses to protect its own information of a similar proprietary nature.
5.3

The obligations described in Section 5.1 and 5.2 shall terminate five (5) years from the date of disclosure or termination

of this Agreement, whichever occurs later, and shall not be
applicable with respect to any portion of the received information which:
(a) is rightfully known by either party at the time of its receipt,
(b) is publicly known by either party,
(c) is rightfully provided by either party without any restriction on disclosure by a third party not bound in a confidential
relationship,
(d) is provide by either party to third parties without restriction on disclosure, or
(e) is independently developed by either party.
5.4

Access to the confidential information received by the receiving party under this non-disclosure agreement shall be

such access for carrying out the purposes of this non-disclosure agreement.
This non-disclosure agreement shall not be construed to bind or impose obligations upon any divisions, subsidiaries, business
units and/or affiliated companies of Kyushu Matsushita Electric Co., Ltd. Production Engineering Research Laboratory, other
than Licensee, except for any of such others that receive access to the confidential information of Network Research.

6.
6.1

WARRANTY
Network Research hereby warrants for a period of ninety (90) days from receipt by Licensee of the Software that the

Software meets the specifications stated in Appendix A. During this
ninety day period, if Licensee notifies Network Research in writing that the Software does not meet such specifications, Network
Research's sole obligation will be to correct such deficiencies or errors within two weeks of the written notice by Licensee to
Network Research. If such deficiency or error cannot be corrected within the two week time period. Network Research will
provide a plan for bringing the software Into conformance with the

specifications using its best efforts in accordance with usual commercial practices. Notwithstanding the foregoing.
Network Research makes no warranty that operation of the Software will be uninterrupted, error free, or conform to any
reliability or performance standards not stated in Appendix A.
6.2

THE ABOVE WARRANTY IS THE SOLE AND EXCLUSIVE WARRANTY PROVIDED BY NETWORK

RESEARCH. NETWORK RESEARCH EXPRESSLY EXCLUDES ANY AND OTHER WARRANTIES. WHETHER
EXPRESSED. IMPLIED OR STATUTORY. INCLUDING IMPLIED WARRANTIES OF MERCHANTABILITY AND
FITNESS FOR A PARTICULAR PURPOSE. ANY STATEMENTS MADE BY A OFFICERS, DIRECTORS, AGENTS OR
EMPLOYEES OF NETWORK RESEARCH ABOUT THE DESIGN SUITABILITY, QUALITY, PERFORMANCE OR
RESULTS OF USING THE j SOFTWARE IN VARIANCE WITH, OR IN ADDITION TO, THE SPECIFICATIONS STATED
IN APPENDIX A SHALL NOT BE DEEMS TO BE A WARRANTY OR REPRESENTATION BY NETWORK RESEARCH
FOR ANY PURPOSE OR GIVE RISE TO ANY LIABILITY OF NETWORK RESEARCH.
6.3

The warranties made by Network Research herein are not transferable, and are made solely for the benefit of Licensee

and shall not extend to any third party.
7.
7.1

TRAINING. SUPPORT AND MAINTENANCE
Initial training and support, including porting support, for the Software, is provided by Network Research upon

execution by Licensee of the Initial Training and Support Agreement provided separately from this Agreement. No other support
or maintenance. except that provided separately from this Agreement, and - obtained at the discretion of the Licensee. is
provided under this Agreement.
7.2

Continued support for the Software, and maintenance of the Source Code, Including updates, enhancements, and

additional features, is provided by Network Research upon execution of Annual Source Support and Maintenance provided
separately from this Agreement. No other continued maintenance and support of the Software, except that provided separately
from this Agreement, and obtained at the discretion of the Licensee. is provided under this Agreement.

8.

TERM AND TERMINATION

8.1

The initial term of this Agreement shall be one (1) year and automatically renew annually on the anniversary of the

Agreement, unless terminated by either party subject to the terms and
conditions of this Agreement.
8.2

If Licensee falls to perform any of its obligations under this Agreement, including non-payment of fees, and such

failure continues for a period of thirty (30) days after written notice from Network Research. Network Research may terminate
this agreement and license granted herein to Licensee. Licensee may terminate this Agreement at any time by giving sixty (60)
days advance written notice to Network Research. Notwithstanding anything to the contrary contained herein, Network Research
may terminate this Agreement Immediately upon notice to Licensee If Licensee ceases to do business for any reason, becomes
bankrupt or Insolvent, makes a general assignment for the benefit of creditors, reorganizes, suffers or permits the appointment of
a receiver for its business or assets or files any application or petition seeking relief under federal or state law generally affecting
the rights of creditors.
8.3

If Licensee elects to terminate this Agreement on account of a default by Network Research in performing any of its

obligations under this Agreement, then so long as Licensee is not in default of any obligations. Licensee may continue to use the
Software and Source Code to the extent necessary to support and maintain its port of the Source Code, provided that Licensee not
make any additional full or partial copies of the Software except as necessary for such maintenance and support.
8.4

Within thirty (30) days after termination of this Agreement. Licensee shall deliver to Network Research or destroy the

Software and all copies made of the Software (except for two (2) copies for licensee's archival purposes), all copies of Internal
use Binary Distributions of the ported software, and the Documentation. Licensee shall furnish to Network Research an affidavit
certifying that, through Licensee's best efforts and to the best of its knowledge. complete delivery or destruction has been
effected. Notwithstanding the foregoing, Licensee may continue to use and retain copies of the Software to the extent necessary
to support and maintain the Software, in which case the provisions of the following Sections of this

survive the termination: Section 3. DELIVERY AND PAYMENT, Section 4. OWNERSHIP RIGHTS AND PROTECTION OF
COPYRIGHT, Section 6. NON-DISCLOSURE OF CONFIDENTIAL INFORMATION. Section 9. LIMITATION OF
LIABILITY.
9.
9.1

LIMITATION OF LIABILITY
Neither party shall be liable to the other for any direct, indirect, incidental, or consequential damages, whether

foreseeable or not, including without limitation damages for loss of business profits or business interruption, resulting from or
arising out of the use or inability to use the Software. even if either party has been advised of the possibility of such. Network
Research shall In no event be liable to Licensee for damages on account of any claims against Licensee by any third party.
9.2

Network Research's cumulative liability to Licensee for any breaches of this Agreement and Network Research's

obligations under this Agreement shall be limited to the fees paid to Network Research by the Licensee for the Software.
10. NOTICE
Any notice to be given hereunder shall be in writing and shall be effective upon receipt, If personally delivered. or on the fifth
business day following mailing by first class United States Registered or Certified mail (or the equivalent thereof), postage
prepaid, addressed to the parties. as shown below:
For Network Research:
Network Research Corporation Japan, Ltd.
Sogo Nibancho Annex Bldg.
11-3 Nibancho. Chiyoda-ku Tokyo
Attention: Contracts Administrator
For Licensee:
Kyushu Matsushita Electric Co.. Ltd.
Production Engineering Research Laboratory
1-62, 4-Chome Minoshima Ilakata-Ku, Fukuoka
Attention: Mr. Shigeru Eguchi
11. MISCELLANEOUS
11.1Choice of Law

This Agreement shall be governed by the laws of the State of California without regard to the choice of the provisions thereof.
11.2 Waiver
No delay. omission, or failure to exercise any right or remedy hereunder by either party shall be deemed to be a waiver thereof,
nor shall any exercise of any right or remedy hereunder preclude any other or further exercise thereof or the exercise of any other
right or remedy granted hereby or by law.
Entire Agreement
11.3
Licensee and Network Research acknowledge that they have read this entire Agreement
and that this Agreement and the Appendices attached hereto constitute the entire
understanding and contract between the paties with respect to the Software and
supporting Documentation and supersede any and all prior or contemporaneous oral or
written communications with respect to the subject matter hereof.
11.4

Amendment to Agreement

This Agreement shall not be modified, amended or in any way altered except by an
instrument in writing signed by both parties.
11.5 Assignment
This Agreement shall be binding upon and inure to the benefit of the parties hereto
and their respective successors and permitted assigns. Licensee may not assign this
Agreement or any of Licensee's rights or obligations hereunder without the prior
written permission of Network Research. Any purported assignment in violation of the
foregoing shall be void.
IN WITNESS WHEREOF, the parties hereto have caused this Software Source Code License
Agreement to be executed by their authorized representatives.
For Network Research:
/s/ Tsukasa Ueda
Tsukasa Ueda
Sales Manager
Jan 7, 1994
For Licensee:
/s/Akira Kitahara
Akira Kitahara
Director
March 14, 1994

Appendix A Product Specifications
The FUSION Developer's Kit contains FUSION TCP/IP software in source 'code form, and system interfaces for printing to the
developer's target platform and operating System. The FUSION source is divided into two major parts

1. Upper-laver TCP/IP applications consisting of Telnet virtual terminal, FTP file transfer protocol, r-commands. FUSION
network utilities. and FUSION mail (SMTP).
2.

Lower-layer TCP/IP code. which contains the TCP/IP protocols themselves, and the socketxs libraries and sockets

manager. which provide the data and control interface between the protocols and upper layer applications.

FUSION full Source Developer's Kit provides the entire FUSION lower-layer protocol stack (TCP, UDP, IP. ICMP, ARP, SNMP)
and upper-layer applications (TELNET. FTP, R Commands, Mail/SMTP and network utilities). It is applicable for the designer
wishing to implement a full TCP/IP stack on a single- or multi-user workstation, network file ~or applications server, or
computer System.
FUSION lower-Layer Source Developer's Kit provides lower-layer TCP/IP ource code without the upper-layer applications. It is
applicable to the designer of industrial process control. Instrumentation, real-time, nor other custom Systems where the standard
TCP/1P applications are not needed, only the lower layer transport and network services. The socket library and TCP/IP source
make it possible for the developer to (interface custom network applications to the FUSION TCP/IP lower layers, add special
protocol functions, and set up timers and flags for testing. Sample application level code can also be provided for the developer,
consisting of examples of client and server processes to demonstrate the socket calls required to create custom networking
applications.
FUSION Upper-Layer Developer's Kit provides upper-layer applications source code only. it is appropriate for use with one of
Network ;Research's standard binary TCP/IP packages. with an intelligentboard implementation of FUSION TCP/IP applications
to an existing TCP/IP ,protocol implementation.

Also part of the Developer's

Kit is an

assortment of System interfaces. (The developer chooses one of each of the

following, depending on the developer's choice of hardware and operating System software:
Processor interface: Network Research or its partners have developed versions of FUSION for the most popular processors on the
market, including: Motorola 68000, 68010, 68020. 68030:
Intel 8088, 80186, 80286, 80386; AMD 29000: and DEC VAX System-s.
Host OS and kernel interface: FUSION' Developer's Kit is designed for portability by minimizing operating System
dependencies. OS modules that allow interfacing with the FUSION Kernel are available for the following UNIX. micro- and
mini-computer, and real-time operating Systems: MS-DOS through v.5; VMS v.4 & v.5; BSD v.4.2: AT&T UNIX System Vr.3;
SCO XENIX 286 AND 386 v. 2.3; Masscomp UNIX; iRMX 11; other OS modules, such as iRMX lit and MTOS, are pending.

Bus Interface: Network Research's architecture supports various System bus types. including
VMEbus; Multibus 1 and II; PC/XT/AT bus; DEC BI-bus. Q-Bus, and Unibus.
Non-intelligent Ethernet controller interface: FUSION drivers include support for the Intel 82586 and 82596, AMD 7990
(LANCE). and National 5390 Ethernet chips; Ethernet adapters from Western Digital, 3-COM, and DEC; and the NDIS interface
for PC Ethernet adapters.
Intelligent Ethernet controller interface: FUSION TCP/IP binary download images are available for the 3-COM 3C505, Intel
iSBC 186/530, and Intel 552A Intelligent adapters.
Binary Incorporation Stickers are also provided with the Kit to allow binary ports to be run on internal Systems for testing
purposesor for product demonstrations.
As an option, Network Research provides Network File System (NFS) support. Client and server source code which complies
fully with Sun Microsystem's specifications is available. Sun NFS Documentation is provided. NPS can be ordered along with
the FUSION TCP/IP Developer's kit for a full NFS implementation. or can be ordered to add NFS to an existing TCP/IP
Implementation.

Simple Network Management Protocol SNMP, which is included in the Developer's Kits, is also available separately for those
developers .wishing to add SNMP to existing TCP/IP implementations. FUSION SNMP provides the agent function (MIB) to
allow nodes running FUSION SNMP to !be managed by a network management station.
FUSION Embedded System Developer's Kit, a special limited lower-level TCP/IP stack without SNMP is available in source
code for developers of embedded Systems using real-time kernel or operating System software. The developer typically will port
FUSION to create a down loadable .binary image In ROM on the embedded System platform. In this case, the TCP/IP protocol
source code is compiled as-is (cannot be modified by the 'developer). Developer's need only modify the processor interface,
OS/kernel interface, and/or network controller interface as necessary.

Appendix B Software Source Code Configuration
1. Part Numbers and License Fees

Description

Part Number

Fee

Fusion Lower Layer

FNS-SRC-EMB

3,500,000 yen

Fusion FTP

FNS-SRC-EME

2. Development Environment

Development System:

Host Processor
INTEL 80386/80486
IBMX 111.1
Host OS
INTEL IC386 Version 4.5
Compiler Used
Other development tools: INTEL iRMX development tools such as ASM 886, BLD 386

Software Source Code
Distribution Medium:
Specify software distribution medium by marking:
1600bpi 9-track tape in UNIX tar formal
DC300 cartridge in Sun tar format
1.2 Mnyte 5-1/4 in floppy in Xenix tar format
1.2 MByte 5-1/4 in floppy in Dos format
x - Other (must be approved prior to Agreement): cartridge tape

3: Target System Configuration

Host Processor

INTEL 80486

Host OS and Kernel

iRMX 111.1

Host System Bus

Multi Bus based single Board

LAN Controller Chip

Computer with Intel 82596 LANC

LAN Controller Board
intelligent Node Processor LAN chip
Processor

Appendix C
Special Condition for Embedded Systems
The following restriction on the use of the Software for Embedded Systems Is part of this agreement by its attachment:
Licensees of Part Number FNS-SRC-EMB, the FSION lower layer TCP/IP. (protocols in source code for embedded system
applications and/or
for real-time process control applications. are restricted to use the TCP/IP network and transport layers (TCP, DDP. IP, ICMP,
ARP) as-is 1 (compiled with Licensees software only, cannot be modified, edited, etc). Licensee Is authorized only to modify the
processor interface, OS/kernel Interface, and/or network controller interface as necessary. Five(5) binary copies are authorized for
end-to-end testing by issuance of Binary Incorporation Stickers.

Appendix D
Schedule A

This Schedule Is Incorporated as part of the License Agreement dated July, 1993 between Network Research Corporation Japan
and Kyushu Matsushita Production Engineering Research Laboratory and is provided to Kyushu Matsushita Production
Engineering Research Laboratory under the terms and conditions of the existing license between Kyushu Matsushita Production
Engineering Research Laboratory and Network Research Corporation Japan.
SYSTEM DEFINITION
The LICENSED SOFTWARE and SOURCE Is solely for development and use on the CPU configuration defined below:
CPU : INTEL 80486
Operating System and Version : IRMX 111.1
Protocol : TCP/IP. UDP
Controller : INTEL 82596
The SUPPORT LEVEL for the LICENSED SOFTWARE IS "C", so long as systems are consigned to LICENSOR for
development and testing.
SUPPORT LEVELS B or C for LICENSED software required that LICENSEE consign to LICENSOR two fully configured
hardware and software system as 'defined above and that LICENSEE has purchased Support Services for the LICENSED
SOFTWARE as specified in Schedule II.
The CPU configuration for support of the SOURCE is:
CPU : INTEL 80386/80486
Operating System and Version : IRMX 111.1
Protocol : TCP/IP, UDP
Controller : INTEL 82596
Compiler: INTEL IC 386 Version 4.5
The SUPPORT LEVEL for the standard configuration SOURCE is A. SUPPORT LEVELS A or U for SOURCE require that
LICENSEE purchase the Annual Subscription Service.

SOURCE LICENSE FEES
(l)FNS-SRC-SLA2(Partial)-FUSION lower layer TCP/IP protocols only in source code, for use on: In accordance with Appendix
B and C
s defined below:
Source Code Module

Description

A SOURCE license fee, of Y3.500.000.- is applicable to the above items, payable within thirty(30)days of execution of this
Amendment. Besides the original copy of FNS-SRC-EMB delivered to LICENSEE, LICENSEE may make up to four more full
or partial copies of SOURCE which are also located at such site, without any further fee.
A separate fee is applicable to support and source updates after the initial warranty period as defined in the purchase orders
applicable to }his license amendment.

Schedule H
This Amended Schedule is incorporated as part of Schedule A. of the License Agreement dated July, 1993 between Network
Research Corporation Japan and Kyushu Matsushita Production Engineering Research Laboratory and is provided to Kyushu
Matsushita Production Engineering Research Laboratory under the terms and conditions of the existing license between Kyushu
Matsushita Production Engineering Research Laboratory and Network Research Corporation Japan.

ROYALTIES
Per-copy royalty on each system delivered by LICENSEE Including the licensed software:
Configuration:
In accordance with schedule B and C
Copy Price:
Y50,000 -/copy
LICENSOR
Licensor:
/s/ Tsukasa Ueda
Tsukasa Ueda
Sales Manager
Jan 7, 1994
Licensee:
/s/Akira Kitahara
Akira Kitahara
Director
March 14, 1994

Appendix E

T0: Kyushu Matsushita Production Engineering Research Laboratory
(Japanese Exporter)
SUBJECT: Restricted Technical Data Received from Kyushu Matsushita Production Engineering Research Laboratory (Japanese
Exporter)
REFERENCE: U.S. Administration Regulations (Section 779.4 (f)(1)) We, Kyushu Matsushita Production Engineering Research
Laboratory hereby certify the neither (Importer Co. Name)
the technical data nor the direct product thereof is intended to be shipped, either directly or indirectly, to:
_ Countries
Group
Haiti. Iran, Iraq, People's Republic of China, Syria. Yugoslavia (Serbia and Montenegro)
Romania
Libya
Czech Republic, Slovakia, Poland
Albania. Bulgaria, Cambodia, Estonia, Laos, Latvia. Lithuania, Mongolian People's Republic, Geographic area of the former
Union of Soviet Socialist Republics
(includes Armenia. Azerbaijan, Bslorussia. Georgia, Kazakhstan, Maidovia, Russia, Tajikistan. Turkmenistan, Ukraine,
Uzbekistan)
Cuba, North Korea, Vietnam
Further. no technical data may be reexported to the Republic of South Africa where we know or have reason to know that the data
or the direct product of the data is for delivery. directly or indirectly, to or for use by or for military or police entitles in these
destinations or for use in servicing equipment owned, controlled or used by or for such entities.
Respectfully.
(Signature of representative of the foreign importer)

NOTE: This letter should be sent to the Japanese exporter and 1maintalned on file by the Japanese exporter.

Exhibit 31.1
CERTIFICATIONS
I, Glenn P. Russell, Chief Executive Officer of PASW, Inc., certify that:
1.

I have reviewed this annual report on Form 10-KSB for the year ended
December 31, 2006 of PASW, Inc.;

2.

Based on my knowledge, this report does not contain any
untrue statement of a material fact or omit to state a
material fact necessary to make the statements made, in light
of the circumstances under which such statements were made,
not misleading with respect to the periods covered by this
annual report;

3.

Based on my knowledge, the financial statements, and other
financial information included in this annual report, fairly
present in all material respects the financial condition,
results of operations and cash flows of the registrant as of,
and for, the periods presented in this annual report;

4.

The registrant's other certifying officers and I are
responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules
13a-15(e) and 15d-15(e)) for the registrant and have:

5.

(a)

Designed such disclosure controls and procedures, or
caused such disclosure controls and procedures to be
designed under our supervision, to ensure that
material information relating to the registrant,
including its consolidated subsidiaries, is made
known to us by others within those entities,
particularly during the period in which this annual
report is being prepared;

(b)

Evaluated the effectiveness of the registrant's
disclosure controls and procedures and presented in
this annual report our conclusions about the
effectiveness of the disclosure controls and
procedures, as of the end of the periods covered by
this annual report based on such evaluation; and

(c)

Disclosed in this annual report any change in the
registrant's internal control over financial
reporting that occurred during the registrant's most
recent fiscal quarter (the registrant's fourth fiscal
quarter in the case of an annual report) that has
materially affected, or is reasonably likely to
materially affect, the registrant's internal control
over financial reporting; and

The registrant's other certifying officers and I have
disclosed, based on our most recent evaluation of internal
control over financial reporting, to the registrant's auditors
and the audit committee of the registrant's board of directors
(or persons performing the equivalent functions):
(a)

All significant deficiencies and material weaknesses
in the design or operation of internal control over
financial reporting which are reasonably likely to
adversely affect the registrant's ability to record,
process, summarize and report financial information;
and

(b)

Any fraud, whether or not material, that involves
management or other employees who have a significant
role in the registrant's internal control over

financial reporting.
Date: April 2, 2007
/s/ Glenn P. Russell
Glenn P. Russell
Chief Executive Officer

Exhibit 31-2
CERTIFICATIONS
I, William E. Sliney, President and Chief Financial Officer of PASW, Inc., certify that:
1.

I have reviewed this annual report on Form 10-KSB for the year
ended December 31, 2006 of PASW, Inc.;

2.

Based on my knowledge, this annual report does not contain any
untrue statement of a material fact or omit to state a
material fact necessary to make the statements made, in light
of the circumstances under which such statements were made,
not misleading with respect to the periods covered by this
annual report;

3.

Based on my knowledge, the financial statements, and other
financial information included in this annual report, fairly
present in all material respects the financial condition,
results of operations and cash flows of the registrant as of,
and for, the periods presented in this annual report;

4.

The registrant's other certifying officers and I are
responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules
13a-15(e) and 15d-15(e)) for the registrant and have:

5.

(a)

Designed such disclosure controls and procedures, or
caused such disclosure controls and procedures to be
designed under our supervision, to ensure that
material information relating to the registrant,
including its consolidated subsidiaries, is made
known to us by others within those entities,
particularly during the period in which this annual
report is being prepared;

(b)

Evaluated the effectiveness of the registrant's
disclosure controls and procedures and presented in
this annual report our conclusions about the
effectiveness of the disclosure controls and
procedures, as of the end of the periods covered by
this annual report based on such evaluation; and

(c)

Disclosed in this annual report any change in the
registrant's internal control over financial
reporting that occurred during the registrant's most
recent fiscal quarter (the registrant's fourth fiscal
quarter in the case of an annual report) that has
materially affected, or is reasonably likely to
materially affect, the registrant's internal control
over financial reporting; and

The registrant's other certifying officers and I have
disclosed, based on our most recent evaluation of internal
control over financial reporting, to the registrant's auditors
and the audit committee of the registrant's board of directors
(or persons performing the equivalent functions):
(a)

All significant deficiencies and material weaknesses
in the design or operation of internal control over
financial reporting which are reasonably likely to
adversely affect the registrant's ability to record,
process, summarize and report financial information;
and

(b)

Any fraud, whether or not material, that involves
management or other employees who have a significant
role in the registrant's internal control over
financial reporting.

Date: April 2, 2007
/s/ William E. Sliney
William E. Sliney
President and Chief Financial Officer

EXHIBIT 32.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER
Pursuant to 18 U.S.C. Section 1350, as created by Section 906 of the SarbanesOxley Act of 2002, the undersigned officer of PASW, Inc. (the "Company") hereby
certifies that:
(i)
the accompanying annual report on Form 10-KSB of
the Company for the year ended December 31, 2006 (the
"Report") fully complies with the requirements of Section 13(a) or
Section 15(d), as applicable, of the Securities Exchange Act of
1934,as amended; and
(ii) information contained in the Report fairly presents, in
all material respects, the financial condition and results of
operations of the Company.
Dated: April 2, 2007

/s/ Glenn P. Russell
-------------------------------------Glenn P. Russell
Chief Executive Officer

A signed original of this written statement required by Section 906 of the Sarbanes-Oxley
Act of 2002 ("Section 906"), or other document authenticating, acknowledging, or
otherwise adopting the signature that appears in typed form within the electronic version
of this written statement required by Section 906, has been provided to PASW, Inc. and
will be retained by PASW, Inc. and furnished to the Securities and Exchange Commission
or its staff upon request.

Exhibit 32.2
CERTIFICATION OF CHIEF FINANCIAL OFFICER
Pursuant to 18 U.S.C. Section 1350, as created by Section 906 of the SarbanesOxley Act of 2002, the undersigned officer of PASW, Inc. (the "Company") hereby
certifies that:
(i)
the accompanying annual report on Form 10-KSB of
the Company for the year ended December 31, 2006 (the "Report")
fully complies with the requirements of Section 13(a) Section
15(d), as applicable, of the Securities Exchange Act of 1934 as
amended; and
information contained in the Report fairly presents, in
(ii)
all material respects, the financial condition and results of
operations of the Company.
Bill, the alignment of these paragraphs is different than the preceding page.
Dated: April 2, 2007

/s/ William E. Sliney
------------------------William E. Sliney
President and Chief Financial Officer

A signed original of this written statement required by Section 906 of the Sarbanes-Oxley
Act of 2002 ("Section 906"), or other document authenticating, acknowledging, or
otherwise adopting the signature that appears in typed form within the electronic version
of this written statement required by Section 906, has been provided to PASW, Inc. and
will be retained by PASW, Inc. and furnished to the Securities and Exchange Commission
or its staff upon request.

