UNITED STATESDISTRICT COURT
NORTHERN DISTRICT OF TEXAS
DALLASDIVISION

MATT BRODY,
Plaintiff,
Cause No. 3-04-CV-1931-K
ZIX CORPORATION, et ., ECF
Defendants.

NOTICE OF PENDENCY OF CLASSACTION AND PROPOSED SETTLEMENT,
MOTION FOR ATTORNEYS FEESAND SETTLEMENT FAIRNESSHEARING

If you purchased or otherwise acquired Zix Corporation common stock between October 30, 2003 and May 4,
2004, inclusive, and wer e damaged ther eby, then you may be eligible to receive a payment from a class action
settlement.

A federal court authorized thisnotice. Thisisnot a solicitation from a lawyer.
e The Settlement will provide a $5.6 million settlement fund for the benefit of investors who purchased or otherwise
acquired shares of Zix Corporation (“Zix") common stock between October 30, 2003 and May 4, 2004, inclusive (the
“Class Period”), and were damaged thereby( the “ Class”).

e The Settlement resolves a lawsuit alleging that Zix and certain of its officers and directors misled investors about its
practices and its operations.

e Your legal rights are affected whether you act or do not act. Pleaseread thisnotice carefully.

YOUR LEGAL RIGHTSAND OPTIONSIN THISSETTLEMENT

SUBMIT A CLAIM EORM The only way to receive a payment.

BY July 27, 2008

Receive no payment. Thisisthe only option that allows you to ever be
part of any other lawsuit against the Defendants and the other
Released Parties about the Settled Claims.

EXCLUDE YOURSELF BY
May 18, 2008

Write to the Court about why you do not like the Settlement, the Plan of
Allocation, the application for an award of attorneys fees and
reimbursement of expenses, or Lead Plaintiffs’ application for
reimbursement of time and expenses (including lost wages).

OBJECT BY May 18, 2008

GO TO A HEARING ON Ask to speak in Court about the Settlement.

June 16, 2008

DO NOTHING Receive no payment. Give up rights.

e Theserights and options -- and the deadlinesto exer cise them -- are explained in this notice.
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e TheCourtinchargeof thiscasestill hasto decide whether to approve the Settlement. Paymentswill be madeif the Court
approves the Settlement and after appeals, if any, are resolved. Please be patient.

SUMMARY NOTICE
Statement of Plaintiffs Recovery

Pursuant to the Settlement described herein, a Gross Settlement Fund consisting of $5.6 millionin cash, plusinterest, hasbeen
established. Plaintiffs estimate that there were approximately 13,200,000 million shares of Zix common stock traded during
the Class Period which may have been damaged. Plaintiffs estimate that, before deduction of Court-awarded attorneys' fees
and expenses, the average recovery per damaged share of Zix common stock traded during the Class Period is $0.42" under
the Settlement. The actual recovery per share of Zix common stock will depend on: (1) the number of claimsfiled; (2) when
Class Members purchased and/or acquired their shares during the Class Period; (3) whether Class Members either sold their
shares during the Class Period, or held their shares past the end of the Class Period; (4) administrative costs, including the
costs of notice, for the Action; (5) the amount awarded by the Court for attorneys' fees, costs, and expenses; (6) the amount
awarded by the Court for reimbursement to the Lead Plaintiffs; and (7) the amount of additional out-of-pocket costsrequired
for distribution of this Notice and processing claims. Distributions to Class Members will be made based on the Plan of
Allocation set forth in this Notice. See the Plan of Allocation on page 12.

Statement of Potential Outcome of Case

The parties disagree on both liability and damages and do not agree on the average amount of damages per share, if any, that
would be recoverable if Plaintiffs were to have prevailed on each claim alleged. The issues on which the parties disagree
include, but are not limited to: (a) whether Defendants made any material misstatements or omissions; (b) the amount by
which Zix common stock was allegedly artificially inflated (if at al) during the Class Period; (c) the extent to which the
various matters that Plaintiffs alleged were fal se and misleading influenced (if at al) the trading price of Zix common stock
at various times during the Class Period; (d) the extent to which the various allegedly adverse material facts that Plaintiffs
alleged were omitted influenced (if at all) the trading price of Zix common stock at various times during the Class Period;(€)
whether any purchasers/acquirers of Zix common stock have suffered damages as aresult of the alleged misstatements and
omissionsin Zix’ s public statements; (f) the extent of such damages, assuming they exist; (g) the appropriate economic model
for measuring damages; and (h) the extent to which external factors, such as general market and industry conditions,
influenced the trading price of Zix common stock at various times during the Class Period.

The Defendants deny that they did anything wrong, deny any liability to Plaintiffs, and deny that Plaintiffs have suffered any
lossesattributableto Defendants’ actions. WhilePlaintiffsbelievethey have meritoriousclaims, Plaintiffsrecognizethat they
face significant obstacles to recovery.

Statement of Attorneys Feesand Costs Sought

Co-Lead Counsel are moving the Court to award attorneys' fees from the Gross Settlement Fund in a total amount not to
exceed 33 /3% of the Gross Settlement Fund and for reimbursement of expenses not to exceed $200,000, plusinterest on both
amounts. Therequested feesand expenseswould amount to an average reduction of the per damaged sharerecovery of $0.16.
Co-Lead Counsel have expended considerable time and effort in the prosecution of this litigation on a contingent fee basis,
and have advanced the expenses of the litigation, in the expectation that if they were successful in obtaining arecovery for
the Class they would be paid from such recovery. In this type of litigation it is customary for counsel to be awarded a
percentage of the common fund recovery astheir attorneys’ fees.

Further Information

Further information regarding the Action and this Notice may be obtained by contacting Co-Lead Counsel: Christopher L.
Nelson, Esg., Schiffrin Barroway Topaz & Kesder, LLP, 280 King of Prussia Road, Radnor, Pennsylvania 19087,
610-667-7706 or Marvin Frank, Esg., Murray, Frank & Sailer LLP, 275 Madison Avenue, Suite 801, New Y ork, New Y ork
10016, 866-523-4842.

'An allegedly damaged share might have been traded more than once during the Class Period, and the
indicated average recovery would be the total for all purchasers of that share.
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Reasons for the Settlement

For Plaintiffs, the principal reason for the Settlement is the benefit to be provided to the Class now. This benefit must be
compared to the risk that no recovery might be achieved after a contested trial and likely appeals, possibly years into the
future. More specificaly, while Co-Lead Counsel believed that Lead Plaintiffs' claims have merit, they assessed that this
Settlement avoids therisk that even if the district court wereto grant Lead Plaintiffs' motion for class certification, the Fifth
Circuit could potentially overturn the district court’ sdecision based on current law. Inthat event, thelikelihood that the Class

would receive any recovery would be extremely low.

For Defendants, who deny al allegations of wrongdoing or liability whatsoever, the principal reason for the Settlement isto
eliminate the expense, risks, and uncertain outcome of the litigation.
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BASIC INFORMATION

1.  Why did | get this notice package?

Y ou or someone in your family may have purchased or otherwise acquired Zix Corporation common stock between October
30, 2003 and May 4, 2004, inclusive, and been damaged thereby.

The Court directed that this Notice be sent to Class Members because they have aright to know about a proposed settlement
of aclass action lawsuit, and about all of their options, before the Court decides whether to approve the Settlement. If the
Court approvesthe Settlement, and after any objections or appeal s are resolved, an administrator appointed by the Court will
make the payments that the Settlement allows.

This package explains the lawsuit, the Settlement, Class Members' legal rights, what benefits are available, who is eligible
for them, and how to receive them.

The Court in charge of the caseisthe United States District Court for the Northern District of Texas, Dallas Division, and the
caseisknown as Matt Brody v. Zix Corp., et al., No. 3:04-CV-1931-K. Thiscasewasassigned to United States District Judge
Ed Kinkeade. The peoplewho sued are called Plaintiffs, and the company and the personsthey sued and whom the Court has
not dismissed from the case in previous rulings are called Defendants.

Defendants are:  Zix Corporation and John A. Ryan, Daniel S. Nutkis, Ronald A. Woessner, Steve M. York, Dennis F.
Heathcote, Russell J. Morgan, and Wael Mohamed (the “Individual Defendants, and together with Zix, the “ Defendants’).

2. What is this lawsuit about?

Zix is a development stage technology company. Starting in 1998, Zix devel oped and marketed several different products
for encrypting and securing e-mail. In July 2003, Zix entered the el ectronic prescription market by acquiring the assets and
business of PocketScript, LLC, aprivately held startup company that was devel oping e-prescribing systemsfor the healthcare
industry.

Beginning on September 3, 2004, six class action complaintsalleging violations of federal securitieslaws—Matt Brody v. Zix
Corp., et al., No. 3:04-CV-1931; Hershell Warner v. Zix Corp., et al., No. 3:04-CV-1998; Maurice Slber v.Zix Corp., et al.,
No. 3:04-CV-2018; Charles Dechter v. Zix Corp., et al., No. 3:04-CV-2041; David B. Lile v. Zix Corp., et al., No.
3:02-CV-2161; and Jerome Lievrev. Zix Corp., et al., No. 3:04-CV-02337—were filed in this Court and were subsequently
consolidated under the caption above, and are hereinafter referred to as the “Action.”

Theoperative complaint inthe Action isthe Consolidated Class Action Complaint dated October 28, 2005 (the* Complaint”).
The Complaint generally alleges, among other things, that: (1) Zix and the Individual Defendants violated Section 10(b) of
the Securities Exchange Act of 1934, and Rule 10b-5 promulgated thereunder by issuing fal se and misleading press releases
and other statements regarding deployment of e-prescribing technology during the Class Period—October 30, 2003, through
and including May 4, 2004—in a scheme to artificially inflate the value of Zix common stock; and (2) the Individual
Defendants as control persons are liable under Section 20(a) of the Securities Exchange Act of 1934. The Complaint further
allegesthat Plaintiffs and other Class Members purchased Zix common stock during the Class Period and were damaged as
aresult thereof. Defendants deny that they did anything wrong.

The Action seeks money damages against the Defendants for violations of the federal securities laws. Defendants deny all
allegations of misconduct contained in the Complaint, and deny having engaged in any wrongdoing whatsoever.

The Settlement shall in no event be construed or deemed to be evidence of or an admission or concession on the part of any
Defendant with respect to any claim or of any fault or liability or wrongdoing or damage whatsoever, or any infirmity in the
defenses that Defendants have asserted.

3. Why isthis Action aclass action?

In aclass action, one or more people called Class Representatives (in this case Lead Plaintiffs Terry Shinabarker and Carlo
D’ Amico), sue on behalf of people who have similar claims. All of these people who have similar claims are referred to
collectively as a Class, or individually as Class Members. Bringing a case, such as this one, as a class action alows
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adjudication of many similar claimsof personsand entitiesthat might be economically too small to bring inindividual actions.
One court resolves the issues for all Class Members, except for those who exclude themselves from the Class.

4.  Why isthere a settlement?

The Court did not finally decide in favor of Plaintiffs or Defendants. Instead, both sides, with the assistance of two retired
United States District Judges, Layn R. Phillips and Nicholas Politan, acting as mediators, agreed to a settlement. That way,
they avoid the risk that the Class would not be certified, and the risks and cost of atrial, and the people affected will get
compensation. The Class Representatives and Co-Lead Counsel think the Settlement is best for all Class Members.

WHO ISIN THE SETTLEMENT

To seeif you will get money from this Settlement, you first have to determine if you are a Class Member.

5. Howdo I know if | am part of the Settlement?

The Court directed, for the purpose of the proposed settlement, that everyone who fits this description is a Class Member:
all persons and entities who purchased or otherwise acquired Zix Corporation common stock between October 30, 2003 and
May 4, 2004, inclusive, and who were damaged thereby.

6.  Arethere exceptionsto being included in the Class?

Excluded from the Class are Defendants, the officers and directors of the company and its subsidiaries and affiliates at all
relevant times, members of their immediatefamiliesand their legal representatives, heirs, successorsor assignsand any entity
in which any Defendant has or had a controlling interest.

If one of your mutual funds purchased or otherwise acquired shares of Zix common stock during the Class Period, that alone
does not make you a Class Member. You are a Class Member only if you directly purchased or otherwise acquired shares
of Zix common stock during the Class Period. Check your investment records or contact your broker to seeif you purchased
or otherwise acquired Zix common stock during the Class Period.

If you sold Zix common stock during the Class Period, that alone does not make you a Class Member. You are a Class
Member only if you purchased or otherwise acquired your shares during the Class Period.

7. What if | am still not sureif | am included?

If you are still not sure whether you are included, you can ask for free help. You can call 866-523-4842 or visit
www.zi xsecuritiessettlement.com for more information. Or you can fill out and return the Proof of Claim and Release form
(“Proof of Claim™) described on page 8, in question 10, to seeif you qualify.

THE SETTLEMENT BENEFITS—WHAT YOU GET

8. What does the Settlement provide?

In exchange for the Settlement and dismissal of the Action, the Defendants have agreed to create a$5.6 million fund (before
interest) to be divided, after deduction of Court-awarded attorneys' feesand expenses, Court-awarded reimbursement to L ead
Plaintiffs and settlement administration costs, among all Class Members who send in valid Proof of Claim forms.

9.  How much will my payment be?

Y our share of the fund will depend on the total Recognized Claims represented by the valid Proof of Claim formsthat Class
Members send in, how many sharesof Zix common stock you purchased and/or acquired, how much you paid for such shares,
and when you purchased, acquired and whether or when you sold such shares, and if so, for how much you sold them.
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Y ou can calculate your Recognized Claim in accordance with the formula shown below in the Plan of Allocation. Itis
unlikely that you will receive a payment for all of your Recognized Claim. After all Class Members have sent in their Proof
of Claim forms, the payment you receive will be a part of the Net Settlement Fund equal to your Recognized Claim divided
by the total value of everyone' s Recognized Claims. Seethe Plan of Allocation beginning on page 12 for more information
on your Recognized Claim.

HOW YOU OBTAIN A PAYMENT -- SUBMITTING A PROOF OF CLAIM FORM

10. How can| get a payment?

To qualify for a payment, you must send in a Proof of Claim form. A Proof of Claim form is being disseminated with this
Notice. Read theinstructions carefully, fill out the Proof of Claim form, include all the documentsthe form asksfor, signiit,
and mail it postmarked no later than July 27, 2008. Retain a copy of everything you mail, in case the materials are lost or
destroyed during shipping. Y ou may al so go to www.zixsecuriti essettlement.com to access acopy of the Proof of Claimform.
For your convenience, you may aso fill out your Proof of Claim form and submit the completed form with the required
documentation online. Please visit www.zixsecuritiessettlement.com and follow the instructions posted on the website.

11. Whenwould | get my payment?

The Court will hold a hearing on June 16, 2008, to decide whether to approve the Settlement. If the Court approves the
Settlement, there may be appeals. Itisawaysuncertain whether appeals, if any, can beresolved, and resolving them can take
time, perhaps more than ayear. It also takestime for all the Proofs of Claim to be processed. Please be patient.

12. What am | giving up to get a payment or to stay in the Class?

Unless you exclude yourself, you are staying in the Class, and that means that, upon the “ Effective Date,” you will release
al “Settled Claims” (as defined below) against the “ Released Parties’ (as defined below).

“Settled Claims’ meansany and all claims, debts, demands, rights, actions or causes of action, obligations, |osses, damages,
judgments, suits, or liabilities, matters and issues of any kind or nature whatsoever (including, but not limited to, any claims
for damages, interest, attorneys’ fees, expert or consulting fees, and any other costs, expensesor liability whatsoever), whether
based on federal, state, local, statutory or common law or any other law, rule or regulation (including, without limitation,
Sections 10 and 20 of the Securities Exchange Act of 1934, 15 U.S.C. 88 78j, 78t, and Rule 10b-5 promulgated thereunder,
other state or federal securitieslaws, rulesor regulations, and any and all claimsinvolving allegations of fraud, breach of any
duty, negligence or otherwise), whether fixed or contingent, suspected or unsuspected, disclosed or undisclosed, hidden or
concealed, accrued or un-accrued, liquidated or un-liquidated, at law or in equity, matured or un-matured, whether class,
representative or individual in nature, including both known claims and Unknown Claims (as defined below), (i) that have
been asserted inthis Action by Lead Plaintiffsor any other ClassMember against any of the Released Parties, or (ii) that could
have been asserted in any forum by Lead Plaintiffs or any other Class Member against any of the Released Parties, arising
out of, in connection with or directly or indirectly relating in any way to the alegations, transactions, facts, events, acts,
matters or occurrences, representations or omissions involved, set forth, or referred to in the Complaint or any of the
complaintsfiledinthis Action and which relate in any way to the purchase or other acquisition of shares of the common stock
of Zix during the Class Period. “Settled Claims’ shall aso include any and al claims arising out of, in connection with or
relating in any way to the settlement or resolution of the Action, other than claims to enforce the terms of the Stipulation.
“Settled Claims’ does not mean or include claims, if any, against the Rel eased Parties arising under the Empl oyee Retirement
Income Security Act of 1974, 29 U.S.C. 8§ 1001, et seg. (“ERISA™), which are not common to all Class Members.

“Unknown Claims” meansany and al (i) Settled Claimswhich any Lead Plaintiff or Class Member does not know or suspect
toexistin his, her or itsfavor at the time of the rel ease of the Released Parties, and any (ii) Settled Defendants' Claimswhich
any Defendant does not know or suspect to exist in his, her or its favor, which, in each case of (i) and (ii), if known by him,
her or it might have affected his, her or its decision(s) with respect to the Settlement. With respect to any and all Settled
Claims and Settled Defendants Claims, the Parties stipulate and agree that upon the Effective Date, Lead Plaintiffs shall
expressly waive and relinquish to the fullest extent permitted by law, and each Class Member shall be deemed to have waived
and relinquished, and by operation of the Judgment shall have expressly waived and relinquished, any and all provisions,
rightsand benefits conferred by federal law, any law of any state or territory of the United States, or principle of common law,
which is similar, comparable, or equivalent to Cal. Civ. Code § 1542, which provides:
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A GENERAL RELEASE DOESNOT EXTEND TO CLAIMSWHICH THE CREDITOR DOESNOT KNOW OR
SUSPECT TO EXIST IN HISOR HER FAVOR AT THE TIME OF EXECUTING THE RELEASE, WHICH IF
KNOWN BY HIM ORHERMUST HAVEMATERIALLY AFFECTED HISORHERSETTLEMENT WITH THE
DEBTOR.

It is the intention of Lead Plaintiffs and Defendants that, notwithstanding the provisions of Section 1542 or any similar
provisions, rights and benefits conferred by law, and notwithstanding the possibility that L ead Plaintiffs, Defendants, or their
counsel may discover or gain a more complete understanding of the facts, events or law that, if presently known or fully
understood, would have affected the decision to enter into this Stipulation, any and all Settled Claims, including Unknown
Claims, shall be fully, finally and forever settled. Lead Plaintiffs and Defendants acknowledge, and Class Members by
operation of law shall be deemed to have acknowledged, that theinclusion of “Unknown Claims’ in the definition of Settled
Claims and Settled Defendants' Claims were separately bargained for and was a key element of the Settlement.

“Released Parties” meansany and all of Defendants, and any of their family members, heirs, assigns, executors, administrators,
trustees, legal or personal representatives, successors in interest, general or limited partners or partnerships, estates, past or
present subsidiaries, parents, predecessors, affiliates, owners, officers, directors, agents, employees, attorneys, advisors,
associates, accountants, underwriters, investment bankers, consultants, insurers, and investment advisors and auditors, and
any person, firm, trust, corporation, officer, director or other individual or entity in which any Defendant has an interest or
which isrelated to or affiliated with any of the Defendants, and all persons acting by or on behalf of any of the foregoing.

The " Effective Date” will occur when an Order entered by the Court approving the Settlement becomesfinal and not subject
to appeal asset out morefully inparagraph 22 of theparties’ Stipulation and Agreement of Settlement (the” Stipulation”) filed
with the Court.

If you remain amember of the Class, all of the Court’s orders will apply to you and legally bind you.
EXCLUDING YOURSELF FROM THE SETTLEMENT

If you do not want a payment from this Settlement, but you want to keep any right you may haveto sue or continue to sue the
Defendants and the other Released Parties, on your own, about the Settled Claims, then you must take stepsto get out. This
iscalled excluding yourself -- or is sometimes referred to as “ opting out” of the settlement Class. Defendants may withdraw
from and terminate the Settlement if putative Class Members who purchased and/or acquired in excess of a certain number
of shares of Zix common stock purchased/acquired during the Class Period exclude themselves from the Class.

13. How do| get out of the proposed Settlement?

To exclude yourself from the Class, you must send a signed letter by mail stating that you “request exclusion from the Class
in Brody v. Zix Corp., No. 3:04-CV-1931-K.” Your letter should state the date(s), price(s), and number(s) of shares of all of
your purchases, acquisitions, and sales of Zix common stock during the Class Period. In addition, be sure to include your
name, address, tel ephone number, and your signature. Y our request for exclusion must be postmarked no later than May 18,
2008, and mailed to:
In re Zix Securities Settlement
c/o Epiq Systems
P.O. Box 4390
Portland, OR 97208-4390

Y ou cannot exclude yourself by telephone or by e-mail. If you ask to be excluded, you will not get any settlement payment,
and you cannot object to the Settlement. Y ou will not belegally bound by anything that happensin thislawsuit, and you may
be able to sue (or continue to sue) Defendants and the other Released Parties in the future.

14. If | do not exclude myself, can | sue the Defendants and the other Released Parties for the Settled Claims later?

No. Unless you exclude yourself, you give up any rights to sue Defendants and the other Released Parties for any and all
Settled Claims. If you haveapending lawsuit speak to your lawyer inthat caseimmediately. Y ou must excludeyourself from
this Class to continue your own lawsuit. Remember, the exclusion deadlineis May 18, 2008.

15. If | exclude myself, can | get money from the proposed Settlement?

No. If you excludeyourself, do not send in aProof of Claim formto ask for any money. But, you may exercise any right you
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may haveto sue, continueto sue, or be part of adifferent lawsuit against Defendants and the other Released Partiesregarding
the Settled Claims.

THE LAWYERSREPRESENTING YOU

16. Dol have alawyer in this case?

The Court ordered that the law firms of Schiffrin Barroway Topaz & Kesder, LLP, and Murray, Frank & Sailer LLP will
represent all Class Members. These lawyers are called Co-Lead Counsel. You will not be separately charged for these
lawyers. The Court will determine the amount of attorneys’ feesand expenses, which will be paid from the Gross Settlement
Fund. If you want to be represented by your own lawyer, you may hire one at your own expense.

17.  How will the lawyers be paid?

Co-Lead Counsel are moving the Court to award from the Gross Settlement Fund attorneys’ fees in atotal amount not to
exceed 33 3% of the Gross Settlement Fund, and for reimbursement of expensesincurred in connection with the prosecution
of thisAction not to exceed $200,000, plusinterest on both amounts at the same rate as earned by the Gross Settlement Fund.
Co-Lead Counsel have expended considerable time and effort in the prosecution of this litigation on a contingent fee basis,
and have advanced the expenses of the litigation, in the expectation that if they were successful in obtaining arecovery for
the Class they would be paid from such recovery. In this type of litigation, it is customary for counsel to be awarded a
percentage of the common fund recovery as their attorneys’ fees.

Lead Plaintiffs are also moving the Court to award a payment of up to $25,000 to Lead Plaintiffs, collectively, for their
reasonable costs and expenses (including lost wages) directly relating to the representation of the Class.

Co-Lead Counsel, without further notice to the Class, will subsequently apply to the Court for payment of the Claims
Administrator’s fees and expenses incurred in connection with giving notice, administering the settlement and distributing
the settlement proceeds to the members of the Class.

OBJECTING TO THE SETTLEMENT

Y ou can tell the Court that you do not agree with the Settlement or some part of it.

18. Howdol tell the Court that | do not likethe proposed Settlement, the Plan of Allocation, the application for attorneys
fees and reimbursement of expenses or the application for reimbursement to Lead Plaintiffs?

If you areaClass Member you can abject to the Settlement or any of itsterms, the proposed Plan of Allocation, the application
by Co-Lead Counsel for an award of fees and expenses or Lead Plaintiffs’ application for reimbursement. Y ou may writeto
the Court setting out your objection. You may give reasons why you think the Court should not approve any or al of the
Settlement terms or arrangements. The Court will consider your views if you file a proper objection within the deadline
identified, and according to the following procedures.

To aobject, you must send a signed letter stating that you “object in the proposed settlement in Brody v. Zix Corp., No.
3:04-CV-1931-K.” Besuretoincludeyour name, address, telephonenumber, and your signature, identify thedate(s), price(s),
and number(s) of sharesof all purchases, acquisitions, and sales of Zix common stock you made during the Class Period, and
state the reasons why you object to the Settlement, the Plan of Allocation, the application for attorneys fees and
reimbursement of expenses or the application for reimbursement to Lead Plaintiffs. Y our objection must be filed with the
Court and served on all the following on or before May 18, 2008:

COURT:

Clerk of the Court

United States District Court for the Northern District of Texas
Dallas Division

United States Courthouse

1100 Commerce, Room 1452

Dallas, Texas 75242
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CO-LEAD COUNSEL:

Christopher L. Nelson, Esqg. Marvin Frank, Esg.

Schiffrin Barroway Topaz & Kessler, LLP Murray, Frank & Sailer LLP
280 King of Prussia Road 275 Madison Avenue, Suite 801
Radnor, PA 19087 New York, NY 10116

DEFENDANTS COUNSEL:

Anne M. Rodgers, Esg.
Fulbright & Jaworski L.L.P.
1301 McKinney, Suite 5100
Houston, TX 77010-3095

Y ou do not need to go to the Settlement Fairness Hearing to have your written objection considered by the Court. At the
Settlement Fairness Hearing, any Class Member who has not previously submitted arequest for exclusion fromthe Classand
who has complied with the procedures set out in this question 18 and question 22 bel ow for filing with the Court and providing
to counsel for Plaintiffs and Defendants a statement of an intention to appear at the Settlement Fairness Hearing may also
appear and be heard, to the extent allowed by the Court, to state any objection to the Settlement, the Plan of Allocation,
Co-Lead Counsel’ smotion for an award of attorneys' fees and reimbursement of expensesor Lead Plaintiffs application for
reimbursement of time and expenses. Any such objector may appear in person or arrange, at that objector’s expense, for a
lawyer to represent the objector at the Settlement Fairness Hearing.

19. What isthe difference between objecting and excluding?

Objecting is simply telling the Court that you do not like something about the proposed Settlement. Y ou can object only if
you stay in the Class. Excluding yourself is telling the Court that you do not want to be part of the Class. If you exclude
yourself, you have no basis to object because the case no longer affects you.

THE COURT'SSETTLEMENT FAIRNESSHEARING

The Court will hold a hearing to decide whether to approve the proposed Settlement. Y ou may attend and you may ask to
speak, but you do not have to.

20.  When and where will the Court decide whether to approve the proposed Settlement?

The Court will hold a Settlement Fairness Hearing at 10:00 a.m. on the 16th day of June, 2008, at the United States District
Court for the Northern District of Texas, Dallas Division, 1100 Commerce Street, Dallas, Texas 75242. At this hearing, the
Court will consider whether the Settlement is fair, reasonable and adequate. At the Settlement Fairness Hearing, the Court
asowill consider the proposed Plan of Allocation for the proceeds of the Settlement, the application of Co-Lead Counsel for
attorneys' feesand reimbursement of expensesand Lead Plaintiffs’ application for reimbursement of time and expenses. The
Court will take into consideration any written objectionsfiled in accordance with the instructions at question 18. The Court
also may listen to people who have properly indicated, within the deadline identified above, an intention to speak at the
hearing; but decisions regarding the conduct of the hearing will be made by the Court. See question 22 for more information
about speaking at the hearing. The Court may decide these issues during the Settlement Fairness Hearing or afterwards. We
do not know how long these decisions will take.

Y ou should be aware that the Court can and may change the date and time of the Settlement Fairness Hearing without notice
totheClass. Thus, if youwant to cometo the hearing, you should check with Co-L ead Counsel before coming to be surethat
the date and/or time has not changed.

21. Dol haveto cometo the hearing?

No. Co-Lead Counsel will answer questions the Court may have. But, you are welcome to come at your own expense. |If
you send an objection, you do not have to cometo Court to talk about it. Aslong asyou filed your written objection on time,
the Court will consider it. Y ou may also pay your own lawyer to attend, but it is not necessary. Class Members do not need
to appear at the hearing or take any other action to indicate their approval.
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22. May | spesk at the hearing?

If you object to the Settlement, you may ask the Court for permission to speak at the Settlement Fairness Hearing. To do so,
you must include with your objection (see question 18 above) astatement stating that it isyour “ Notice of Intention to A ppear
in Brody v. Zix Corp., No. 3:04-CV-1931-K.” Persons or entities who intend to object to the Settlement, the Plan of
Allocation, Co-Lead Counsel’s application for an award of attorneys' fees and expenses and/or Lead Plaintiffs’ application
for reimbursement of time and expensesand desireto present evidence at the Settlement FairnessHearing must includein their
written objections the identity of any witness they may call to testify and exhibits they intend to introduce into evidence at
the Settlement Fairness Hearing. Y ou cannot speak at the hearing if you excluded yourself from the Class or if you have not
provided written notice of your intention to speak at the Settlement Fairness Hearing by the deadline identified, and in
accordance with the procedures described in questions 18 and 20 above.

IF YOU DO NOTHING

23.  What happensif | do nothing at all?

If you do nothing, you will get no money from this Settlement and you will be precluded from starting alawsuit, continuing
with a lawsuit, or being part of any other lawsuit against the Defendants and the other Released Parties about the Settled
Claimsin this case, ever again. To share in the Net Settlement Fund you must submit a Proof of Claim form (see question
10). Tostart, continueor beapart of any other lawsuit against the Defendants and the other Released Parties about the Settled
Claimsin this case you must exclude yourself from this Class (see question 13).

GETTING MORE INFORMATION
24. Arethere more details about the proposed settlement?

This notice summarizesthe proposed settlement. More detailsarein a Stipulation and Agreement of Settlement dated March
7, 2008 (the “Stipulation”). You can get a copy of the Stipulation by writing to Co-Lead Counsel, or by visiting
WWw.zixsecuriti essettlement.com.

Y ou aso can call the Claims Administrator toll free at 866-523-4842; write to:

In re Zix Securities Settlement
c/o Epig Systems
P.O. Box 4390
Portland, OR 97208-4390

or visit the website at www.zixsecuritiessettlement.com, where you will find answers to common questions about the
Settlement, aProof of Claimform, plusother information to hel p you determinewhether you are a Class Member and whether
you are eligible for a payment.

25. How do | get moreinformation?

For even more detailed information concerning the mattersinvolved in this Action, reference is made to the pleadings, to the
Stipulation, to the Ordersentered by the Court and to the other papersfiled in the Action, which may beinspected at the Office
of the Clerk of the United States District Court for the Northern District of Texas, Dallas Division, 1100 Commerce Street,
Dallas, Texas 75242, during regular business hours.

PLAN OF ALLOCATION OF NET SETTLEMENT FUND AMONG CLASSMEMBERS

The $5,600,000 Cash Settlement Amount and the interest earned thereon shall be the Gross Settlement Fund. The Gross
Settlement Fund, less all taxes, approved costs, attorneys’ fees and expenses and reimbursement to Lead Plaintiffs (the “Net
Settlement Fund”) shall be distributed to members of the Class who submit acceptable Proofs of Claim (“Authorized
Claimants”).

The Claims Administrator shall determine each Authorized Claimant’ s pro rata share of the Net Settlement Fund based upon
each Authorized Claimant’s “Recognized Claim.” The Recognized Claim formulais not intended to be an estimate of the
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amount of what a Class Member might have been able to recover after atrial; nor isit an estimate of the amount that will be
paid to Authorized Claimants pursuant to the Settlement. The Recognized Claim formula is the basis upon which the Net
Settlement Fund will be proportionately allocated to the Authorized Claimants. The Plan of Allocation is a matter separate
and apart from the proposed Settlement, and any decision by the Court concerning the Plan of Allocation shall not affect the
validity or finality of the proposed Settlement. The Plan of Allocation may be modified in connection with, among other
things, a ruling by the Court, or an objection filed by a Class Member, without further notice to the Class. The following
proposed Plan of Allocation reflects Plaintiffs’ allegations that the price of Zix common stock was inflated artificialy, by
reason of false and misleading statements made by the Defendants. Defendants deny any allegations of wrongdoing.

Theartificia inflation allegedly began on October 30, 2003 after Zix issued a press rel ease announcing its third quarter 2003
results. Plaintiffsallegethat this pressrelease, and subsequent statements throughout the Class Period, made materially false
and misleading representations and omissions about the business, management, and operations of Zix. Plaintiffs alege that
theartificial inflation waseliminated during thetwo-day period after the market closeon May 4, 2004, when Zix issued apress
release announcing itsfirst quarter 2004 results.

For the purpose of calculating a Recognized Claim, the following formula shall apply:

For shares of common stock purchased or otherwise acquired between October 30, 2003 and the close of trading on May 4,
2004:

A. For shares sold between October 30, 2003 and the close of trading on May 4, 2004, there shall be no Recognized L oss.

B. For shares sold between the opening of trading on May 5, 2004 and the close of trading on August 2, 2004, the
Recognized Loss shall be the lesser of:

) theinflation per share at the time of purchase minustheinflation per share at thetime of sale (whereinflation
per share at the time of purchase shall be the purchase price times the inflation percentage on the date of
purchase and the inflation per share at the time of sale shall be the sale price times the inflation percentage
on the date of sale), such inflation percentages and prices as set forth on the Tables below;

(i) the purchase price minus the sale price; and

(iii) the purchase price per share minus the average closing price per share up to the date of sale as set forth in
Table 2.

C. For shares held through the close of trading August 2, 2004, the Recognized Loss shall be the lesser of:

) theinflation per share at the time of purchase (where inflation per share at the time of purchase shall be the
purchase price times the inflation percentage on the date of purchase and the inflation per share at the time
of sale shall be the sale price times the inflation percentage on the date of sale), such inflation percentages
and prices as set forth on the Tables below; and

(i) the purchase price per share minus the average closing price per share from the disclosure at the end of the
Class Period, on May 4, 2004, through August 2, 2004 of $7.33, asnoted on Table l.

Table 1: Inflation asa Percentage of the Share Price

Period | Start Date | End Date Inflation
Percentage
1 10/31/03 1/19/04 8.5%
2 1/20/04 1/20/04 12.6%
3 1/21/04 1/25/04 15.8%
4 1/26/04 4/11/04 19.0%
5 4/12/04 5/4/04 24.1%
6 5/5/04 5/5/04 17.5%
7 5/6/04 Current 0.0%
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Table2: Average Closing Pricesfor the 90 Days After the Close of the Class Period

Closing Average Closing Average Closing
Date Price Closing Price Date Price Price
5/5/2004 11.49 11.49 6/21/2004 8.12 8.06
5/6/2004 8.89 10.19 6/22/2004 8.39 8.07
5/7/2004 8.69 9.69 6/23/2004 8.40 8.08
5/10/2004 7.79 9.22 6/24/2004 8.37 8.09
5/11/2004 7.84 8.94 6/25/2004 8.66 8.11
5/12/2004 8.33 8.84 6/28/2004 8.03 8.10
5/13/2004 7.85 8.70 6/29/2004 7.65 8.09
5/14/2004 7.10 8.50 6/30/2004 7.89 8.09
5/17/2004 7.17 8.35 7/1/2004 7.70 8.08
5/18/2004 6.59 8.17 7/2/2004 7.59 8.06
5/19/2004 7.30 8.09 7/6/2004 7.18 8.04
5/20/2004 6.78 7.99 7/7/2004 6.80 8.01
5/21/2004 6.84 7.90 7/8/2004 5.96 7.97
5/24/2004 7.11 7.84 7/9/2004 6.03 7.93
5/25/2004 7.57 7.82 7/12/2004 5.63 7.88
5/26/2004 7.50 7.80 7/13/2004 6.00 7.84
5/27/2004 7.95 7.81 7/14/2004 5.90 7.80
5/28/2004 8.94 7.87 7/15/2004 5.67 7.75
6/1/2004 8.49 7.91 7/16/2004 5.81 7.71
6/2/2004 8.83 7.95 7/19/2004 5.43 7.67
6/3/2004 8.43 7.98 7/20/2004 5.77 7.63
6/4/2004 8.05 7.98 7/21/2004 6.03 7.60
6/7/2004 8.29 7.99 7/22/2004 5.86 7.57
6/8/2004 8.43 8.01 7/23/2004 5.44 7.53
6/9/2004 8.20 8.02 7/26/2004 4.96 7.48
6/10/2004 8.09 8.02 7/127/2004 5.43 7.45
6/14/2004 7.91 8.02 7/28/2004 5.39 741
6/15/2004 8.00 8.02 7/29/2004 5.77 7.39
6/16/2004 8.50 8.03 7/30/2004 5.86 7.36
6/17/2004 841 8.05 8/2/2004 5.72 7.33
6/18/2004 8.50 8.06

In the event a Class Member has more than one purchase, acquisition, or sale of Zix common stock, all purchases,
acquisitions, and sales shall be matched on aFirst In First Out (“FIFO”) basis, Class Period sales will be matched
first against any shares held at the beginning of the Class Period and then against purchases or acquisitionsin
chronological order. A purchase, acquisition, or sale of Zix common stock shall be deemed to have occurred on
the“contract” or “trade” date asopposed to the“ settlement” or “ payment” date. Thereceipt or grant by gift, devise
or operation of law of Zix common stock during the Class Period shall not be deemed a purchase, acquisition, or
saleof Zix common stock for the cal cul ation of an Authorized Claimant’ s Recognized Claim nor shall it be deemed
an assignment of any claim relating to the purchase or acquisition of such shares unless specifically providedinthe
instrument of gift or assignment.

To the extent aclaimant had again from his, her or its overall transactionsin Zix common stock during the Class Period, the
value of the Recognized Claim will be zero. To the extent that a claimant suffered an overall loss on his, her or its overall
transactionsin Zix common stock during the Class Period, but that losswas |essthan the Recognized Claim cal culated above,
then the Recognized Claim shall be limited to the amount of the actual loss.

For purposes of determining whether aclaimant had againfromhis, her or itsoverall transactionsin Zix common stock during
the Class Period or suffered a loss, the Claims Administrator shall: (i) total the amount paid for all Zix common stock
purchased/acquired during the Class Period by the claimant (the “Total Purchase Amount”); (ii) match any sales of Zix
common stock during the Class Period first against the claimant’ s opening position in the stock (the proceeds of those sales
will not be considered for purposes of calculating gains or 1osses); (iii) total the amount received for sales of the remaining
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shares of Zix common stock sold during the Class Period (the “ Sales Proceeds’); and (iv) ascribe a $7.33 per share holding
value for the number of shares of Zix common stock purchased or acquired during the Class Period and still held at the close
of trading on August 2, 2004 [the last trading day for the 90-days after the end of the Class Period] (the “Holding Value”).
The difference between (x) the Total Purchase Amount ((i) above) and (y) the sum of the Sales Proceeds ((iii) above) and the
Holding Vaue((iv) above) will be deemed aclaimant’ sgain or losson his, her or itsoverall transactionsin Zix common stock
during the Class Period.

Each Authorized Claimant shall be allocated apro rata share of the Net Settlement Fund based on his, her or its Recognized
Claim as compared to the total Recognized Claims of all Authorized Claimants.

Class Memberswho do not submit acceptable Proof of Claimformswill not sharein the settlement proceeds. ClassMembers
who do not either submit arequest for exclusion or submit an acceptable Proof of Claim form will nevertheless be bound by
the Settlement and the Judgment of the Court dismissing this Action.

Distributions will be made to Authorized Claimants after al claims have been processed and after the Court has finally
approved the Settlement. 1f any funds remain in the Net Settlement Fund by reason of un-cashed distributions or otherwise,
then, after the Claims Administrator has made reasonable and diligent efforts to have Class Members who are entitled to
participatein the distribution of the Net Settlement Fund cash their distributions, any balance remaining in the Net Settlement
Fund one (1) year after the initial distribution of such funds shall be re-distributed to Class Members who have cashed their
initia distributionsand who would receive at least $10.00 from such re-distribution, after payment of any unpaid costsor fees
incurred in administering the Net Settlement Fund for such re-distribution. If after six (6) months after such re-distribution
any funds shall remain in the Net Settlement Fund, then such balance shall be contributed to non-sectarian, not-for-profit,
501(c)(3) organization(s) designated by Co-Lead Counsel.

Plaintiffs, Defendants, their respective counsel, and all other Released Parties shall have no responsibility for or liability
whatsoever for the investment or distribution of the Gross Settlement Fund, the Net Settlement Fund, the Plan of Allocation
or the determination, administration, calculation, or payment of any Proof of Claim or non-performance of the Claims
Administrator, the payment or withholding of taxes owed by the Gross Settlement Fund or any lossesincurred in connection
therewith.

SPECIAL NOTICE TO SECURITIESBROKERSAND OTHER NOMINEES

If you purchased or otherwise acquired Zix common stock (NASDAQ ticker: ZIXI; CUSIP 98974P100) between October
30, 2003 and May 4, 2004, inclusive, for the beneficial interest of a person or organization other than yourself, the Court has
directed that, WITHIN SEVEN (7) DAYS OF YOUR RECEIPT OF THIS NOTICE, you either (a) provide to the Claims
Administrator the nameand last known address of each person or organization for whom or which you purchased or otherwise
acquired Zix common stock during such time period or (b) request additional copies of this Notice and the Proof of Claim
form, whichwill be provided to you free of charge, and within seven (7) days mail the Notice and Proof of Claimform directly
to the beneficial owners of that Zix common stock. If you chooseto follow alternative procedure (b), the Court has directed
that, upon such mailing, you send a statement to the Claims Administrator confirming that the mailing was made as directed.
Y ou are entitled to reimbursement from the Settlement Fund of your reasonable expenses actually incurred in connection with
theforegoing, including reimbursement of postage expense and the cost of ascertai ning the names and addresses of beneficial
owners. Those expenses will be paid upon request and submission of appropriate supporting documentation. All
communications concerning the foregoing should be addressed to the Claims Administrator:

Inre Zix Securities Settlement
c/o Epig Systems
P.O. Box 4390
Portland, OR 97208-4390

Dated: Dallas, Texas
March 18, 2008

s5/ By Order of the Court
CLERK OF THE COURT
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