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SUMVARY

January-June

- Net sales for the reporting period totalled EUR 11.8 nillion, which was 9%
nmore than in the previous year's correspondi ng peri od.

- The conpany's core business, sales of StoneGate™product fam |y that includes
firewall, VPN and Intrusion Protection and Detection System products, increased
to EUR 4.4 nmillion, an increase of 58% conpared to correspondi ng period of the
previ ous year.

- The operating loss was EUR 2.8 million. The conparable |loss in the previous
year's corresponding period was EUR 5.2 m | lion.

- Earnings per share were EUR -0.05, conpared with EUR -0.10 for the |ast year's
correspondi ng peri od.

- Equity per share was EUR 0.34 (EUR 0.51).

- Liquid assets totalled EUR 20.7 million at the end of the period (24.8).

- The company's cash flow was EUR -1.7 nillion. Cash flow in the previous year's
correspondi ng period was EUR -3.4 million

"During the first half year we have inplenented a new sales strategy and go to
mar ket nodel focusing to our strategic key markets. Based on the strong growth
of the sales of StoneGate™products and on reaching the targeted business
devel opnent on mgjority of our markets we strongly believe in the chosen

busi ness strategy" says |l kka Hiidenhei nb, CEO of the conpany.

April-June

- Net sales for the quarter totalled EUR 6.2 million, which was 7% nore than in
the previous year's correspondi ng quarter

- The conpany's nmain product line is StoneGate™product famly, for which
product sales increased to EUR 2.6 nmillion, an increase of 62% conpared to
correspondi ng quarter of the previous year

- The operating loss was EUR 1.5 nillion. The conparable | oss in the previous
year's corresponding quarter was EUR 2.2 million

- Earnings per share were EUR -0.03, conpared with EUR -0.05 for the last year's
correspondi ng quarter.

- The company's cash flow was EUR -0.9 nillion. Cash flow in the previous year's
correspondi ng quarter was EUR -1.6 m | lion.

NET SALES AND RESULT
January-June 2005

Stonesoft group's net sales in January-June were EUR 11.8 nmillion (EUR 10.8
mllion). Conpared with the previous year's correspondi ng period, there was an
increase of EUR 1.0 million, or 9% The operating |oss for the review period was
EUR 2.8 nmillion (EUR -5.2 nillion).

The net sales were distributed by the geographi cal segnents was as foll ows:
Europe, M ddl e East and Africa 74% (72%, North and South America 19% (21%, and
Asi a-Pacific 7% (7% .

The conpany's operating result was up EUR 2.4 nillion conpared to the
corresponding period in the previous year. The loss for the reporting period
after taxes was EUR 2.7 million. The previous year's loss was EUR 5.5 million.
April-June

Stonesoft group's net sales in April-June were EUR 6.2 nmillion (EUR 5.8
mllion). Conpared with the previous year's corresponding quarter, there was an
increase of EUR 0.4 mllion, or 7% The operating |loss for the quarter was EUR
1.5 mllion (EUR =2.2 nillion).



Fi nance and i nvestnents

At the end of the review period, the group's total assets were EUR 29.1 million
(EUR 38.6 nmillion). The equity ratio was 79% (86% and gearing (the ratio of net
debt to shareholders' equity) was —1.05 (-0.82). Consolidated Iiquid assets at
the end of review period totalled EUR 20.7 million (EUR 24.8 nillion).
Investments in tangible and intangible assets totalled EUR 0.08 million (0.13
mllion).

DEVELOPMENT OF BUSI NESS OPERATI ONS
Mar ket s
Net work security nmarkets are expected to grow steadi

I
growm h of both the firewall/VPN markets and the | DS/ |
continue at an annual rate of about 20% (Sources: |

y in the com ng years. The
PS markets is expected to
DC, Datanonitor).

Mai n busi ness events in the second quarter

M ka Rautila was nom nated as a CTO and nenber of the Managenent Team M
Rautila joined Stonesoft in 1999 and has a PhD in nmat henmati cs.

In June Stonesoft |aunched new versions of StoneGate™ Managenent Center,
StoneGate™Firewal |l and VPN, StoneGate™|PS products. It further unified the
security conmponents and provided several enhancenents to assist the

adm ni stration of conplex security system

In June Stonesoft announced a new I PS appliance product, the SA-20A that is
designed to provide a conbination sensor-analyzer for renote offices, permtting
bot h central managenent and reduced traffic overhead.

REVI EW OF THE SCOPE OF R&D ACTI VI Tl ES

The conpany's R&D investnents in the second quarter totalled EUR 1.2 mllion
(EUR 1.3 mllion).

R&D enpl oyed 68 (69) persons at the end of the review period.

SHARE CAPI TAL AND STOCK OPTI ON PROGRAMS
St ock option prograns

During the second quarter of 2005 no subscriptions were nade on the basis of the
stock option prograns for key personnel of the conpany.

At the end of the review period Stonesoft's share capital entered in the Trade
Regi ster was EUR 1, 146, 054. 64. The nunber of shares was 57, 302, 732 and the
counter book val ue per share was EUR 0.02. No changes took place in the share
capital .

The conpany's valid stock option progranms and their subscription prices are as
fol | ows:

- Stock Option program 2000- 2006, subscription price EUR 14. 16
- Stock Option program 2001- 2006, subscription price EUR 2. 43
- Stock Option program 2004-2010, subscription price EUR 0. 56
PERSONNEL

At the end of the review period, Stonesoft's personnel nunbered 252 (268).

MAJOR EVENTS AFTER THE REVI EW PERI OD

In July Stonesoft received a U S. patent for the VPN (virtual private network)
component of the Multi-Link™technol ogy. Multi-Link VPN reduces costs, inproves



network security, reliability and provides better fault tolerance to network
connecti ons.

FUTURE OUTLOCK

The conpany believes that its core business, sales of Stone Gate products, wll
continue to grow significantly faster than the estinated average annual growth
of 20%in the network security market forecasted by sone of the key research
institutes, IDC and Datanonitor. Due to seasonal variations, the growth
percentage may vary by quarter

St onesoft Group
| ncome St at enent 1.1-30.6.2005 1.1-30.6.2004 1.1-31.12.2004
(Euro 1000)

Net Sal es 11 758 10 829 22 490
O her operating i ncome 219 314 545
Materi al s and services 1 021 899 1 859
Per sonnel costs 8 461 8 427 17 214
Depreci ati on 611 791 1 603
O her operating expenses 4 637 6 237 11 348
Qperating Profit / Loss -2 752 -5 212 -8 988
Fi nanci al incone and expenses 212 301 456
Profit / Loss before taxes -2 540 -4 911 -8 532
Direct taxes 185 631 4 448
Profit / Loss for

t he accounting period -2 724 -5 542 -12 981
Ear ni ngs per share, EUR -0.05 -0.10 -0.23
Ear ni ngs per share

(diluted), EUR -0.05 -0.10 -0.23
St onesoft Group

Bal ance Sheet (Euro 1000) 30. 6. 2005 30. 6. 2004 31.12. 2004
ASSETS

Non- Current Assets

Tangi bl e assets 981 1 815 1 340
Goodwi | | 1 507 1 507 1 507
I ntangi bl e assets 296 538 404
O her investnents 9 6 9
Recei vabl es 33 44 38
Deferred tax assets 0 3 679 0
Tot al 2 826 7 588 3 299
Current assets

I nventories 243 74 194
Trade and ot her receivables 5 240 6 129 5 992
Advance paynents 77 0 0
Mar ket abl e securities 19 215 22 441 20 815

Cash on hand and on deposi't 1 486 2 334 1 372



Tot al 26 261
Total assets 29 087
EQUI TY AND LI ABI LI TI ES
Shar ehol ders”s equity
Share capital 1 146
Share prem um account 76 835
Conversion difference - 850
Ret ai ned ear ni ngs 57 737
Tot al 19 394
Long-termliabilities
Deferred tax liability 102
Interest bearing liabili s 219
O her long-termliabilit 806
Tot al 1 127
Short-termliabilities
Trade and ot her payabl es 8 295
Tax liability 38
Provi si ons 23
Short-terminterest
bearing liabilities 210
Tot al 8 566
Total liabilities 9 693
Total equity and liabilities 29 087
St onesoft Group
Statement of changes in equity
(Euro 1000) Shar e Shar e
capital prem
Shar ehol ders' equity
at 31.12.2003 1146 76 8
Change in | FRS conversion
Shar ehol ders' equity
at 1.1.2004 1146 76 8
Conversion difference
Profit/loss for the period
Shar ehol ders' equity
at 30. 6. 2004 1146 76 8
Shar e Shar e
capital prem
Shar ehol ders' equity
at 1.1.2005 1146 76 8
Share option
Conversion difference
Profit/loss for the period
Shar ehol ders' equity
at 30. 6. 2005 1146 76 8
St onesoft Group
Cash fl ow stat enent 1.1-30.6. 2005
(Euro 1000)
Cash flow from operations
Operating Profit / Loss -2 752
Adj ust nent s 712

30 979 28 373
38 567 31 671
1 146 1 146
76 821 76 821
- 939 - 892
-47 573 -55 012
29 454 22 063
13 59
326 268
724 762
1 064 1 089
7 665 8 172
27 109
116 23
241 217
8 049 8 520
9 113 9 609
38 567 31 671
Conversion Retained Tota
um di f f erence earni ngs
account
21 -1 078 -41 768 35 121
98 - 264 - 166
21 -980 -42 032 34 955
41 41
-5 542 -5 542
21 -939 -47 573 29 454
Conversi on Retained Total
um di fference earnings
account
21 -892 -55 012 22 063
14 14
42 42
-2 724 -2 724
35 -850 -57 737 19 394

1.1-30.6.2004 1.1-31.12.2004

-5 212
1 084

-8 988
1 868



Change in net working capital 672
I ncone taxes -141
Total cash flow fromoperations -1 510

Cash flow frominvesting activities

I nvestments in tangible assets -25
Investments in intangible assets -4
Investments in affiliated conpany -45
I nvestments in other shares 0
Recei ved di vi dends 0
Total cash flow investing
Activities -75

Cash flow from financing activities
Paynents of financial |easing
Liabilities -114

Total cash flow from financing

activities

Change in cash and cash equival ents
Cash and cash equi val ents

at begi nning of period 22 187
Conversion differences 42
Changes in the market

val ue of investnents 170

Total cash and cash equival ents
at end of period 20 701

St onesoft Group
Ceogr aphi cal segnents 1.1-30.6.2005
(Euro 1000)

Net Sal es

EMEA 8 665
AMVER 2 288
APAC 805
Total net sales 11 758
Operating profit

EMEA -1 637
AMVER -895
APAC -220
Total operating profit -2 752

St onesoft G oup
Contingent liabilities 1. 1-30. 6. 2005
(Euro 1000)

Leasi ng Iiabllltles 382
Rental liabilitie 7 664
O her Iiabilltle 146
St onesoft Group

Quarterly Devel opnent Q/ QL/

(Euro M I1ions) 2005 2005

Security software
and appliances
Servi ces

O her products

Net sal es

Net sal es change-%
from previ ous year
Sal es Margin

Sal es Margin %
Oper ati ve expenses
Qperating profit (EBITA)
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before restructuring costs -1.5

% of net sal es -24
Qperating profit (EBITA) -1.5
% of net sal es -24
Profit / loss before taxes -1.3
% of net sal es -22

St onesoft Group
Key Rati os 1.1-30
(Euro 1000)

Net Sal es
Net Sal es Change-%
Qperating profit / |oss
% of Net Sales
Qperating result before taxes
% of Net Sales
RCE - % annualized
RO - 9% annualized
Equity Ratio-%
Net Cearing
Total Assets
Capital |nvestnents
% of Net Sales
R&D Cost s
% of Net Sales
Number of Enpl oyees
(Wi ght ed Aver age)
Number of Enpl oyees
(end of period)

Share Specific Ratios

Ear ni ngs per Share (EUR)
Equity per Share (EUR)
Di vi dend

Di vi dend per Share (EUR)
Dividend / Profit-%

St onesoft Group
Reconciliation of equity
(Euro 1000)

Equity according to FAS
Goodwi | |
Unreal i zed change in val ue

Deferred tax effect
O her adj ustnents

Equity according to | FRS

St onesoft G oup
Reconciliation of net profit
Net profit according to FAS
Goodwi | I anortization

Unreal i zed change in val ue
Deferred tax effect

O her adj ustnents

Net profit according to |IFRS

-1.3 -1.4
-23 -22
-1.3 -1.4
-23 -22
-1.2 -1.4
-21 -22

-1.9 -2.0
- 35 -34
-2.4 -2.2
-45 -39
-2.3 -2.1
-43 -37

-2.8 -8.1
-56 - 36
-3.0 -9.0
-59 -40
-2.8 -8.5
-55 - 38

.6.2005 1.1-30.6.2004 1.1-31.12.2004

11 758
9

-2 752
-23

-2 540
-22
-26
-23

79
-1.05
29 087
143

1

2 343
20

242
252

-0.05
0. 34
0. 00
0. 00

31.12. 2003

35 121

38
-212
8

34 955

10 829
-7

-5 212
- 48

-4 911
- 45
-34
-26

86

-0. 82
38 567
297

3

2 543
25

265
268

-0.10
0.51
0. 00
0. 00

30. 6. 2004

28 816
603

46

-12

2

29 454

30. 6. 2004
-6 346
603

8

200

-6

-5 542

22 490
-3

-8 988
-40

-8 532
- 38
-46
-27

81
-0.98
31 671
501

2

5 075
23

258
237

-0.23
0. 38
0. 00
0. 00

31.12. 2004

20 690
1 206
226
-59

0

22 063

31.12. 2004
-14 519

1 208

188

153

-11

-12 981



For additional information, please contact:
Il kka Hiidenhei mo, CEQ, Stonesoft Corp.
Tel . +358 9 476 711

E-mail: il kka. hiidenhei nro@tonesoft.com

M kael Nyberg, CFO Stonesoft Corp.
Tel . +358 9 476 711
E-mail: m kael . nyberg@t onesoft.com

St onesoft Corp.
Il kka Hi i denhei np
CEO

This rel ease and the presentation material related to the InterimReport are
al so avail abl e on Stonesoft's web site at http://ww. stonesoft.com



