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PART |

ITEM 1. [IDENTITY OF DIRECTORS, SENIOR MANAGEMENT AND ADVISERS

Not applicable.

ITEM 2. OFFER STATISTICSAND EXPECTED TIMETABLE

Not applicable.



Currency of presentation and certain defined terms

In this Annual Report on Form 20-F, referencesto “U.S.” or “United States’ are to the United States of
America, itsterritories and its possessions. Referencesto “$” or “dollar” or “U.S. dollar” are to the legal currency
of the United States, referencesto “NIS’ or “Israeli Shekel” are to the legal currency of Israel and referencesto
“Euro” areto the legal currency of the European Union.

All referencesto “we,” “us,” “our” or “Check Point” shall mean Check Point Software Technologies Ltd.,
and, unless specifically indicated otherwise or the context indicates otherwise, our consolidated subsidiaries.



ITEM 3. KEY INFORMATION

Selected financial data

We prepare our historical consolidated financial statements in accordance with generally accepted
accounting principles in the United States (U.S. GAAP). The selected financial data set forth in the table below
have been derived from our audited historical financial statements for the years 2001 to 2005. The selected
income data for the years 2003, 2004 and 2005, and the selected balance sheet data at December 31, 2004 and
2005, have been derived from our audited consolidated financial statements set forth in “ltem 18 — Financial
Statements.” The selected income data for the years 2001 and 2002, and the sel ected balance sheet data at
December 31, 2001, 2002 and 2003, have been derived from our previously published audited consolidated
financial statements, which are not included in this document. These selected financial data should beread in
conjunction with our consolidated financial statements, and are qualified entirely by reference to them.

Year Ended December 31,

2001 2002 2003 2004 (1) 2005 (2)

(in thousands, except per sharedata)
Consolidated Statement of Income Data:

REVENUES ..ot $527,643 $426,989 $432,572 $515,360 $579,350
Operating expenses:

COSt Of FEBVENUES ...t 26,571 20,693 18,923 27,750 30,540

Research and development.............ccccevvveeervevenene. 33,221 28,709 29,314 44,483 50,542

Selling and marketing ..........ccceveevvveenesieesesienen, 109,086 104,606 111,007 135,712 142,336

General and administrative.........ccoceveeeeveesenen, 22,002 17,969 17,644 24,098 24,244

Acquired in-process R&D........ccccccvveeecveveenne, - - - 23,098 -
Total ODErating EXDENSES...........cvveevveererererieeieenns 190,830 171,977 176,838 255,141 247,662
Operating iNCOME........cocvvveereerereririe e 336,763 255,012 255,684 260,219 331,688
Financial income, Net .........ccoooveevineinenecneenn, 44,760 49,314 43,506 44777 54,177
Income before taxes on income...........ccoceeeeeeenene 381,523 304,326 299,190 304,996 385,865
TaXeS 0N INCOME.....cccovrvereereereresesieesesiereseseeseneseees 59,603 49,246 55,311 56,603 66,181
NEL INCOME......veveiieeriieetee e $321,920 $255,080 $243,879 $248,393 $319,684
Basic earnings per Share.........cccoevvevveeveeeeveeeennns $1.34 $1.04 $0.98 $0.99 $1.30

Shares used in computing basic earnings

PEN SNAME ...eeeiieeeeeetee st 240,008 244,097 247,691 251,244 245,520
Diluted earnings per Share..........ccccceveveveveeveeevennnas $1.25 $1.00 $0.96 $0.95 $1.27

Shares used in computing diluted earnings

PEN SNAME ...oeeiieeeieeee s 258,075 254,772 255,083 260,608 251,747

(1) Including the following significant acquisition related pre-tax charges: in-process R& D of $23.1 million, stock-based
compensation of $4.6 million (related to Zone Labs acquisition) and amortization of intangible assets of $4.2 million.

(2) Including the following acquisition related pre-tax charges: stock-based compensation of $3.7 million (related to Zone
L abs acquisition) and amortization of intangible assets of $5.6 million.

December 31,

2001 2002 2003 2004 2005

(in thousands)
Consolidated Balance Sheet Data:

WOTKING CADITE vvvvveeeeeeeeeeeeeeeeeeessseeeseeeeeeseseseeee $355032  $643318  $983533  $791455 $1,186,119
L I s 1,145,665 1425611 1,713,665 1,919,819 2,092,495
SNArENOIAErS EQUILY wvvveeeerereeeeeeeeeereesseeseeeeeeesesee 915,728 1,187,042 1461545 1,630,824 1,775,721
(0 1 IR 1 & S 144,642 163,975 194251 370017 387,303
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RISK FACTORS

This Form 20-F contains forward looking statements. The statements contained in this Form 20-F that are
not purely historical facts are forward looking statements. These statements are based on our current expectations
and projections about future events and are identified by terminology such as“may,” “will,” “should,” “ expect,”
“scheduled,” “plan,” “intend,” “anticipate,” “believe,” “estimate,” “aim,” “potential,” or “continue” or the
negative of those terms or other comparable terminology. Because we cannot predict the future these forward
looking statements are subject to risks, uncertainties and assumptions about us. These forward looking statements
include, but are not limited to, statements regarding our expectations, beliefs, intentions, goals, plans, investments
or strategies regarding the future and any assumptions that relate to these.

Forward looking statements include, among others, statementsin (i) “Item 4 — Information on Check
Point” regarding our belief as to increased acceptance of Internet technologies, expansion of connectivity services,
acceleration of the use of networks, increasing demands on enterprise security systems, the impact of our
relationship with our technology partners on our sales goals, the contribution of our products to our future revenue
and our development of future products and (ii) “Item 5 — Operating and Financial Review and Prospects’
regarding, among other things, future amounts and sources of our revenue, our ongoing relationships with our
current and future customers and channel partners, our future costs and expenses, and the adequacy of our capital
resources.

Forward-looking statements involve risks, uncertainties and assumptions, and our actual results may
differ materially from those predicted. Many of these risks, uncertainties and assumptions are described in the
risk factors set forth below in this section and elsewhere in this Form 20-F. Although we believe that our plans,
intentions and expectations are reasonable, we may not achieve them. All forward looking statements included in
this Form 20-F are based on information available to us on the date of the filing and reasonable assumptions. We
undertake no obligation to update any of the forward looking statements after the date of the filing to conform
those statements to reflect the occurrence of unanticipated events, except as required by applicable law.

Risks Related to Our Business and Our Market

If the market for Internet security solutions does not continue to grow our business will be adver sely
affected.

The market for our products has expanded rapidly over the last decade, but the market for Internet
security solutions may not continue to grow. Continued growth of this market will depend, in large part, upon:

= the continued expansion of Internet usage and the number of organizations adopting or expanding
intranets,

= theability of their respective infrastructures to support an increasing number of users and services,
and

= the continued development of new and improved services for implementation across the Internet and
between the Internet and intranets.

If the necessary infrastructure or complementary products and services are not developed in atimely
manner and, consequently, the enterprise security, Internet and intranet markets fail to grow or grow more slowly
than we currently anticipate, our business, operating results and financial condition will be materially adversely
affected. You can see more detailsin “Item 4 — Information on Check Point.”



We may not be able to successfully compete.

The market for Internet security solutionsisintensely competitive and we expect that competition will
increase in the future. Our principal competitors include Cisco Systems, Inc., F5 Networks, Inc., Internet Security
Systems, Inc., Juniper Networks, Inc., McAfee, Inc., Microsoft Corporation, SonicWALL Inc., Symantec Inc. and
WatchGuard Technologies Inc.

Some of our current and potential competitors have longer operating histories, greater name recognition,
access to larger customer bases and significantly greater financial, technical and marketing resources than us. As
aresult, they may be able to adapt better than us to new or emerging technol ogies and changes in customer
requirements, or to devote greater resources to the promotion and sale of their products. In addition,
consolidation in the Internet security market may affect our competitive position. We may not be able to continue
competing successfully against our current and future competitors. Increased competition may result in price
reductions, reduced gross margins and loss of market share, any of which will materially adversely affect our
business, operating results and financia condition.

The market for Internet security also includes many niche competitors, generally smaller companies at a
relatively early stage of operations, which are focused on specific Internet security needs. These companies
specialized focus may enable them to adapt better than us to new or emerging technologies and changesin
customer requirements in their specific areas of focus. In addition, some of these companies can invest relatively
large resources on very specific technologies or customer segments. Although to date none of these companies
has materially affected our business, the cumulative effect of these companies’ activitiesin the market may result
in price reductions, reduced gross margins and loss of market share, any of which will materially adversely affect
our business, operating results and financial condition.

Vendors of operating system software or networking hardware may enhance their products to include
functionality that is currently provided by our products. The widespread inclusion of the functionality of our
software as standard features of operating system software or networking hardware could render our products
obsolete and unmarketable, particularly if the quality of such functionality were comparable to that of our
products. Furthermore, even if the network or application security functionality provided as standard features by
operating systems software or networking hardware is more limited than that of our solutions, a significant
number of customers may elect to accept more limited functionality in lieu of purchasing additional solutions.

If any of the events described above are realized, our business, operating results and financial condition
will be materially adversely affected. Y ou can see more detailsin “Item 4 — Information on Check Point.”

If wefail to enhance our existing products, develop new and mor e technologically advanced products or
successfully commer cialize these products, the results of our operationswill suffer.

The Internet security industry is characterized by rapid technological advances, changes in customer
reguirements, frequent new product introductions and enhancements, and evolving industry standards in computer
hardware and software technology. In particular, the market for Internet and intranet applicationsis rapidly
evolving. Asaresult, we must continually change and improve our products in response to changes in operating
systems, application software, computer and communications hardware, networking software, programming tools
and computer language technology.

Our future operating results will depend upon our ability to enhance our current products and to develop
and introduce new products on atimely basis, to address the increasingly sophisticated needs of our customers
and to keep pace with technological developments, new competitive product offerings and emerging industry
standards. Our competitors' introduction of products embodying new technologies and the emergence of new
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industry standards may render our existing products obsolete or unmarketable. While we have been successful in
devel oping and marketing new products and product enhancements that respond to technological change and
evolving industry standards, we may not be able to continue to do so. In addition, we may experience difficulties
that could delay or prevent the successful development, introduction and marketing of these products.
Furthermore, our new products or product enhancements may not adequately meet the requirements of the
marketplace or achieve market acceptance. In some cases, a new product or product enhancements may
negatively affect sales of our existing products. If we do not respond adequately to the need to develop and
introduce new products or enhancements of existing productsin atimely manner in response to changing market
conditions or customer requirements, our business, operating results and financial condition will be materially
adversely affected. You can see more detailsin “Item 4 — Information on Check Point” and under the caption
“We may not be able to successfully compete” in this Item 3.

Undetected product defects may increase our costs and impair the market acceptance of our products and
technology.

Our products are complex and must meet stringent quality requirements. They may contain undetected
hardware or software errors or defects, especialy when new products are first introduced or when new versions
arereleased. In particular, the personal computer hardware environment is characterized by awide variety of
non-standard configurations that make pre-rel ease testing for programming or compatibility errors very difficult
and time-consuming. We may need to divert the attention of our engineering personnel from our research and
development efforts to address instances of errors or defects. In addition, we may in the future incur costs
associated with warranty claims.

Our products are used to manage Internet security, which may be critical to organizations. Asaresult, the
sale and support of our products entails the risk of product liability and related claims. We do not know whether,
in the future, we will be subject to liability claims or litigation for damages related to product errors, or will
experience delays as aresult of these errors. Our sales agreements and product licenses typically contain
provisions designed to limit our exposure to potential product liability or related claims. In selling our products,
we rely primarily on “shrink wrap” licenses that are not signed by the end user, and for this and other reasons
these licenses may be unenforceable under the laws of some jurisdictions. Asaresult, the limitation of liability
provisions contained in these licenses may not be effective. Although we maintain product liability insurance, the
coverage limits of these policies may not provide sufficient protection against an asserted claim. If litigation were
to arise, it could, regardless of its outcome, result in substantial expense to us, significantly divert the efforts of
our technical and management personnel, and disrupt or otherwise severely impact our relationships with current
and potential customers. In addition, if any of our products fails to meet specifications or has reliability, quality
or compatibility problems, our reputation could be damaged significantly and customers might be reluctant to buy
our products, which could result in adecline in revenues, aloss of existing customers or the inability to attract
new customers.

Our earningswill be adver sely affected due to compliance with new accounting policiesrelating to the
expensing of stock options.

We are required to prepare financia statements in accordance with the Financial Accounting Standards
Board’s (FASB) recently issued accounting standard SFAS No. 123(R), “ Shared-Based Payment.” SFAS No.
123(R) requiresthe fair value of all equity-based awards granted to employees to be recognized in financial
statements beginning in the first quarter of 2006. The result isthat we will be required to record an expense with
respect to stock option grants, even if the exercise price of the stock optionsis equal to the market price of the
underlying shares on the date of grant. The adoption of SFAS No. 123(R) will have a material adverse effect on
our results of operations, although it will have no impact on our overall financial position or cash flows. SFAS
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No. 123(R) also requires the benefits of tax deductionsin excess of recognized compensation cost to be reported
as afinancing cash flow, rather than as an operating cash flow as required under current literature. This
requirement will reduce net operating cash flows and increase net financing cash flows in periods after adoption.
The impact will depend on our levels of share-based payments granted in the future, among other things. Y ou can
see more detailsin “lItem 5 — Operating and Financial Review and Prospects.”

Risksrelating to acquisitions.
We have made acquisitionsin the past and we may make additional acquisitionsin the future.

In October 2005 we announced that we had signed a definitive agreement to acquire privately-held
Sourcefire, Inc., subject to various conditions, and we have not yet completed this acquisition. The closing of the
acquisition of Sourcefire is subject to regulatory approval, for which we have submitted two separate applications
with regulatory authoritiesin the U.S. We have received United States anti-trust approva and we are waiting for
adetermination on our pending application with the Committee on Foreign Investment in the United States
(CHIUS) under the Exon-Florio legislation (Section 5021 of the Omnibus Trade and Competitiveness Act of
1988), which provides for a 30-day review following notification of a potential acquisition. CFIUS has the option
to extend the review period for an additional 45-day investigation. In February 2006, CFIUS notified us that the
30-day review provided by the Exon-Florio legisation had expired and our pending application had moved into
the investigative stage for an additional 45-day investigation. Although we are working with CFIUS through the
investigative period, we cannot be certain that the acquisition will be approved or will be approved on the terms
originally negotiated or otherwise acceptable to us. For more information regarding our proposed acquisition of
Sourcefire and CFIUS review, see “Item 5 — Operating and Financial Review and Prospects’ under the caption
“Overview.”

In March 2004 we completed the acquisition of Zone Labs, Inc. The acquisition of Zone Labsinvolved
the integration of two companies that had previously operated independently, as will the acquisition of Sourcefire
if completed. The difficulties of combining the companies’ operations, which may be present in any substantial
acquisition we may make, include issues such as: the coordination of geographically separate organizations,
integrating personnel with diverse business backgrounds, potential difficultiesin retaining employees and the
associated adverse effects on relationships with existing partners. The integration may interrupt the activities of
one or both of the combined companies’ businesses and may result in the loss of key personnel. This could have
an adverse effect on our business, results of operations, financia condition or prospects.

Our operating margins may decline.
We may experience a decline in operating margins due to the following reasons:

» increased competition that will result in pressure on us to reduce prices,

= additional investmentsin the continuing development and expansion of our sales and marketing
organization, including the expansion of our field organization both in the United States and
additional countriesin Europe, Asiaand Latin America,

= integration of an acquired business that at the time of acquisition has operating margins lower than
ours,

= additional expansion of our research and development organization,

= changesto the treatment of stock option compensation due to the adoption of SFAS No. 123(R), and



= expected growth in the percentage of revenues that we derive from products incorporating hardware,
which have lower operating margins than software products.

Our operating margins are likely to fluctuate based on the amount and timing of these developments. In
addition, if our revenue levels are below expectations, thiswill likely have an adverse effect on our operating
margins, since most of our expenses are not variable.

Our quarterly operating resultsare likely to fluctuate, which could cause usto miss expectations about
these results and cause thetrading price of our ordinary sharesto decline.

Our revenues from our sales are not consistent from quarter to quarter and we experience some degree of
seasonality in our sales. Factors that could cause our revenues and operating results to fluctuate from period to
period include:

= changesin customer capital spending budgets and the allocation of these budgets over the course of the
yedr,

= seasonal trendsin customer purchasing,

= the occurrence of Internet security breaches or threats,

= thetiming and success of new products and new technologies introduced by us or our competitors,

= regional or global economic and political conditions,

= our ability to integrate the technology and operations of acquired businesses with our own business, and

= fluctuationsin foreign currency exchange rates.

Unfavorable changes in the factors listed above, most of which are outside of our control, could
materially adversely affect our business, operating results and financial condition.

Historically, our revenues have reflected seasonal fluctuations related to the slowdown in spending
activitiesin Europe for the third quarter, and the increased activity related to the year-end purchasing cycles of
many users of our products. We believe that we will continue to encounter quarter-to-quarter seasonality.

We operate with virtually no backlog. Therefore, the timing and volume of orders within a given period
and our ability to fulfill these orders determine the amount of our revenues within the period. We derive our sales
principally through indirect channels, making it difficult for usto predict revenues. Furthermore, our expense
levels are based, in part, on our expectations as to future revenues. If our revenue levels are below expectations,
our operating results are likely to be adversely affected, since most of our expenses are not variable. Asaresult,
we believe that period-to-period comparisons of our results of operations are not necessarily meaningful and
should not be relied upon as indications of future performance. Due to the factors described above, it is likely that
in some future quarter our operating results may be below the expectations of public market analysts and
investors. Inthisevent, the price of our ordinary shareswould likely decline significantly.

We are exposed to additional costs and risks associated with complying with increasing and new regulation
of cor por ate gover nance and disclosure standar ds.

As apublic company, we will be spending an increased amount of management time and resources to comply
with changing laws, regulations and standards relating to corporate governance and public disclosure, including
the Sarbanes-Oxley Act of 2002, new Securities and Exchange Commission regulations and Nasdag National
Market rules. Particularly, asaforeign private issuer, we will need to comply with the provisions of Section 404
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of the Sarbanes-Oxley Act no later than the filing of our annual report on Form 20-F for the fiscal year ending
December 31, 2006. Section 404 requires management’ s annual review and evaluation of our internal controls
over financial reporting, and attestation of the effectiveness of our internal controls over financial reporting by
management and our independent registered public accounting firm in connection with the filing of our annual
report on Form 20-F for the fiscal year ending December 31, 2006, and with each subsequently filed annual report
on Form 20-F. As part of this process, we will need to document and test our internal control systems and
procedures and make improvementsin order for us to comply with the requirements of Section 404. This process
will result in additional accounting and legal expenses.

We depend on our key personnel, including our executive officers, and thefailureto attract and retain key
per sonnel could adver sely affect our business.

Our future performance depends in large part on the continued service of our key technical, marketing,
sales and management personnel, including particularly our executive officers who were involved in the
development of our Stateful Inspection technology and all of our principal products and technologies. None of
our key personnel isbound by an employment agreement requiring service for any defined period of time. Our
future performance aso depends on our ability to attract such skilled personnel in the future. Competition for
these personnel isintense. In order to retain our employees, we provide many of them with cash and stock based
awards that can be realized over time, for their long term contribution, and we offer some of them career
development paths within Check Point. We cannot assure you that we can retain our key personnel in the future.
The loss of services of any of our key personnel, the inability to retain and attract qualified personnel in the
future, or delaysin hiring required personnel could make it difficult for usto meet key objectives, such astimely
product introductions, and could adversely affect our business, financial condition and results of operations.

Under current U.S. and Israeli law, we may not be able to enfor ce covenants not to compete and therefore
may be unableto prevent our competitorsfrom benefiting from the expertise of some of our former
employees.

Under current U.S. and Israeli law, we may not be able to enforce, in whole or in part, agreements that
prohibit some of our employees from competing with us or working for our competitors after they cease working
for us. It may be difficult for usto restrict our competitors from gaining the expertise our former employees
gained while working for us. For example, Israeli courts have recently required employers seeking to enforce
non-competition undertakings of aformer employee to demonstrate that the competitive activities of the former
employee will harm one of alimited number of material interests of the employer which have been recognized by
the courts, such as the secrecy of acompany’s confidential commercial information or itsintellectual property. If
we cannot demonstrate that material harm would be caused to us, we may be unable to prevent our competitors
from benefiting from the expertise of our former employees.

We are dependent on a small number of distributorsand resellersand on a limited number of product
families.

Two distributors accounted for about 24% of our sales in 2005 (approximately 12% each), and in each of
2003 and 2004 a single distributor accounted for about 13% of our sales. We expect that a small number of
distributors and resellers will continue to generate a significant portion of our sales. |If these distributors and
resellers reduce the amount of their purchases from us, our business, operating results and financial condition
could be materialy adversely affected.

Currently, most of our revenues are generated from sales of Internet security products, which are
primarily sold under the VPN-1 and related brands, and related sales of software subscriptions, support, training
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and consulting. Our future growth depends heavily on our ability to effectively develop and sell new product
lines as well as add new features to existing product lines. Y ou can see more detailsin “ltem 4 — Information on
Check Point” and in “Item 5 — Operating and Financial Review and Prospects.”

Weincorporatethird party technology in our products, which may make us dependent on the providers of
these technologies and expose usto potential intellectual property claims.

Our products contain certain technology that otherslicenseto us. Third party developers or owners of
technologies may not be willing to enter into, or renew, license agreements with us regarding technologies that we
may wish to incorporate in our products, either on acceptable termsor at all. If we cannot obtain licenses to these
technologies, we may be at a disadvantage compared with our competitors who are able to license these
technologies. 1n addition, when we do obtain licenses to third party technologies that we did not devel op, we may
have little or no ability to determine in advance whether the technology infringes the intellectual property rights of
others. Our suppliers and licensors may not be required or may not be able to indemnify usin the event that a
claim of infringement is asserted against us, or they may be required to indemnify us only up to a maximum
amount, above which we would be responsible for any further costs or damages.

We arethe defendantsin various lawsuits, and litigation is expensive and disruptive.

We are the defendants in various lawsuits, including employment claims and other legal proceedingsin
the normal course of our business. In addition, we received several class action complaints alleging violations of
the federal securitieslaws. These complaints were later consolidated by the court into one action. Y ou can see
more detailsin “Item 8 — Financial Information” under the caption “Legal proceedings.” Legal proceedings can
be expensive, lengthy and disruptive to normal business operations, and can require extensive management
attention and resources, regardless of their merit. Moreover, we cannot predict the results of complex legal
proceedings, and an unfavorable resolution of alawsuit or proceeding could materially adversely affect our
business, results of operations and financial condition.

Class action litigation dueto stock price volatility or other factors could cause usto incur substantial costs
and divert our management’s attention and resour ces.

In the past, following periods of volatility in the market price of a public company’s securities, securities
class action litigation has often been instituted against that company. Companies such as ours in the software
industry and other technology industries are particularly vulnerable to thiskind of litigation as aresult of the
volatility of their stock prices. As noted above, we have been named as a defendant in this kind of litigation. Any
litigation of this sort could result in substantial costs and a diversion of management’ s attention and resources.

We may not be able to successfully protect our intellectual property rights.

We seek to protect our proprietary technology by relying on a combination of common law copyright and
trademark laws, trade secrets, confidentiality procedures and contractual provisions as indicated below in the
section entitled “ Proprietary Rights” in “ltem 4 — Information on Check Point.” We have certain patentsin the
United States and some other countries, as well as pending patent applications. We cannot guarantee that pending
patent applications will be issued, either at all or within the scope of the patent claims that we have submitted. In
addition, someone else may challenge our patents and these patents may be found invalid. Furthermore, others
may develop technologies that are similar to or better than ours, or may work around any patents issued to us.
Despite our effortsto protect our proprietary rights, others may copy aspects of our products or obtain and use
information that we consider proprietary. Although we do not know the extent to which there is piracy of our
software products, software piracy is a persistent problem. We try to police this type of activity, but it is difficult
to do so effectively. In addition, the laws of some foreign countries do not protect our proprietary rights to the
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same extent as the laws of the United States or Israel. Our effortsto protect our proprietary rights may not be
adequate or our competitors may independently develop technology that is similar to our technology.

We are exposed to various legal, business, political and economic risks associated with inter national
operations; theserisks could increase our costs, reduce future growth opportunities and affect our results
of operations.

We sell our products worldwide, and we book a significant portion of our revenue outside the United
States. We intend to continue to expand our international operations, which will require significant management
attention and financial resources. In order to continue to expand worldwide, we will need to establish additional
operations, hire additional personnel and recruit additional channel partnersinternationally. To the extent that we
are unable to do so effectively, our growth islikely to be limited and our business, operating results and financial
condition will be materially adversely affected.

Our international revenues and operations subject us to many risks inherent in international business
activities, including, but not limited to:
= technology import and export license requirements,

= costs of localizing our products for foreign countries, and the lack of acceptance of localized products
in foreign countries,

= traderestrictions,

= imposition of or increases in tariffs or other payments on our revenues in these markets,
= changesin regulatory requirements,

= greater difficulty in protecting intellectual property,

= difficultiesin managing our overseas subsidiaries and our international operations,

= changesin general economic conditions,

= political instability and civil unrest, which could discourage investment and complicate our dealings
with governments,

» variety of foreign laws and legal standards,
= expropriation and confiscation of assets and facilities,

= fluctuations in currency exchange rates, such as an increase in the value of the U.S. dollar relative to
foreign currencies that would make our products more expensive in local currency and, therefore,
potentially less competitive in those markets,

= difficultiesin collecting receivables from foreign entities or delayed revenue recognition,
= differing labor standards,

= potentially adverse tax consequences, including taxation of a portion of our revenues at higher rates
than the tax rate that appliesto usin Israel, and

= theintroduction of exchange controls and other restrictions by foreign governments.

These difficulties could cause our revenues to decline, increase our costs or both.
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Weare controlled by a small number of existing shareholders, who may make decisions with which you
may disagree.

As of December 31, 2005 our directors and executive officers beneficialy owned approximately 23.5% of
our outstanding ordinary shares. The interests of these shareholders may differ from your interests and present a
conflict. If these shareholders act together, they could exercise significant influence over our operations and
business strategy. For example, although these shareholders hold considerably |ess than a majority of our
outstanding ordinary shares, they have sufficient voting power to influence all matters requiring approval by our
shareholders, including the election and removal of directors and the approval or rejection of mergers or other
business combination transactions. In addition, this concentration of ownership may delay, prevent or deter a
change in control, or deprive you of apossible premium for your ordinary shares as part of a sale of our company.

I ndemnification of directorsand officers.

We have entered into agreements with each of our directors and senior officers to insure, indemnify and
exculpate them against some types of claims, subject to dollar limits and other limitations. These agreements
provide, subject to Israeli law, for usto indemnify each of these directors and senior officers for any of the
following obligations or expenses that they may incur:

= monetary liability imposed on the director or senior officer in favor of athird party in a
judgment, including a settlement or an arbitral award confirmed by a court, for an act that the
director or senior officer performed by virtue of being our director or senior officer,

= reasonablelegal costs, including attorneys’ fees, expended by a director or senior officer asa
result of an investigation or proceeding instituted against the director or senior officer by a
competent authority, provided that such investigation or proceeding concludes without the filing
of an indictment against the director or senior officer and either:

o nofinancid liability wasimposed on the director or senior officer in lieu of criminal
proceedings, or

o financial liability wasimposed on the director or senior officer in lieu of criminal
proceedings but the alleged criminal offense does not require proof of criminal intent,
and

» reasonablelegal costs, including attorneys’ fees, expended by the director or senior officer or for
which the director or senior officer is charged by a court:

o inan action brought against the director or senior officer by us, on our behalf or on
behalf of athird party,

o inacrimina action in which the director or senior officer is found innocent, or
o Inacrimina action in which the director or senior officer is convicted but in which
proof of criminal intent is not required.

Our business and operations ar e especially subject to therisks of earthquakes and other natural
catastrophic events.

Our headquarters in the United States, as well as certain of our research and development operations, are
located in the Silicon Valley area of Northern California, aregion known for seismic activity. A significant
natural disaster, such as an earthquake, could damage our operations and properties, and adversely affect our
business, operating results and financia condition.

14



Risks Related to Our Operationsin Israel

Potential political, economic and military instability in I srael, where our principal executive offices and our
principal research and development facilities ar e located, may adver sely affect our results of operations.

We are incorporated under the laws of the State of Israel, and our principal executive offices and principal
research and development facilities are located in Isragl. Accordingly, political, economic and military conditions
in and surrounding I srael may directly affect our business. Since the State of Isragl was established in 1948, a
number of armed conflicts have occurred between Isragl and its Arab neighbors. Any hostilitiesinvolving Israel
or the interruption or curtailment of trade between Israel and its present trading partners, or a significant downturn
in the economic or financial condition of Israel, could materially adversely affect our operations. Since October
2000 terrorist violence in Isragl has increased significantly. Ongoing and revived hostilities or other I sragli
political or economic factors could materially adversely affect our business, operating results and financial
condition.

Thetax benefits availableto us under Israeli law require usto meet several conditions, and may be
terminated or reduced in the future, which would increase our taxes.

Our facilitiesin Israel have been granted Approved Enterprise status under the Law for the
Encouragement of Capital Investments, 1959, commonly referred to as the Investment Law. The Investment Law
provides that capital investmentsin a production facility (or other eligible assets) may be designated as an
Approved Enterprise. Until recently, the designation required advance approval from the Investment Center of
the Israel Ministry of Industry, Trade and Labor (the Investment Center). For these programsto be eligible for tax
benefits, we must meet certain conditions, relating principally to adherence to the approved programs and to
periodic reporting obligations. We believe that we are currently in compliance with these requirements.

However, if we fail to meet these requirements, we would be subject to corporate tax in Isragl at the regular
statutory rate. We could also be required to refund tax benefits, with interest and adjustments for inflation based
on the Isragli consumer price index.

Our board of directors has determined that we will not distribute any amounts of our undistributed tax
exempt income as dividend. We intend to reinvest our tax-exempt income and not to distribute such income as a
dividend. Accordingly, no deferred income taxes have been provided on income attributable to our Approved
Enterprise program as the undistributed tax exempt income is essentially permanent in duration.

On April 1, 2005, an amendment to the Investment Law came into effect, which revised the criteriafor
investments qualified to receive tax benefits. An eligible investment program under the amendment will qualify
for benefits as a Privileged Enterprise (rather than the previous terminology of Approved Enterprise). Among
other things, the amendment provides tax benefits to both local and foreign investors and simplifies the approval
process. The amendment does not apply to investment programs approved prior to December 31, 2004. The new
tax regime will apply to new investment programs only.

As aresult of the amendment, tax-exempt income generated under the provisions of the new law will
subject usto taxes upon distribution or liquidation and we may be required to record deferred tax liability with
respect to such tax-exempt income. We are currently evaluating the impact the amendment will have on us.
Based on our preliminary analysis, it may materially adversely affect our 2006 financial statements.

Y ou can see more detailsin “ltem 5 — Operating and Financial Review and Products’ under the caption
“Taxes onincome” and in “Item 10 — Additional Information” under the caption “Israeli Taxation, Foreign
Exchange Regulation and Investment Programs.”
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Our operations may be disrupted by the obligations of our personnel to perform military service.

Many of our male employeesin Israel, including members of senior management, are obligated to
perform one month (in some cases more) of annual military reserve duty until they reach age 45 and, in the event
of amilitary conflict, could be called to active duty. Our operations could be disrupted by the absence of a
significant number of our employees related to military service or the absence for extended periods of military
service of one or more of our key employees. A disruption could materially adversely affect our business,
operating results and financial condition.

Provisions of Israeli law and our articles of association may delay, prevent or make difficult an acquisition
of us, prevent a change of control and negatively impact our shareprice.

Israeli corporate law regul ates acquisitions of shares through tender offers and mergers, requires special
approvals for transactions involving directors, officers or significant shareholders, and regulates other matters that
may be relevant to these types of transactions. Furthermore, Israeli tax considerations may make potential
acquisition transactions unappealing to us or to some of our shareholders. For example, Israeli tax law may
subject a shareholder who exchanges his or her ordinary shares for sharesin aforeign corporation to taxation
before disposition of the investment in the foreign corporation. These provisions of Israeli law may delay,
prevent or make difficult an acquisition of our company, which could prevent a change of control and therefore
depress the price of our shares.

In addition, our articles of association contain certain provisions that may make it more difficult to
acquire us, such as the ability of our board of directorsto issue preferred shares. These provisions may have the
effect of delaying or deterring a change in control of us, thereby limiting the opportunity for shareholdersto
receive a premium for their shares and possibly affecting the price that some investors are willing to pay for our
securities.

Y ou can see more details in “Item 10 — Additional Information” under the caption “Articles of association
and Israeli Companies Law — Anti-takeover measures.”

ITEM 4. INFORMATION ON CHECK POINT

We develop, market and support awide range of software and combined hardware and software products
and services that enable our customers to communicate securely over IP (Internet Protocol) networks, primarily
targeting those connected to the Internet. Our products and services protect our customers networks in four
areas: perimeter, internal, Web and endpoint. Perimeter security protects against unauthorized entry and other
threats that are introduced from outside the network. Internal security protects against threats that are introduced
from inside the network. Web security enables remote employees and partners to connect to an organization’s
network securely from any Web browser and protects Web-based business applications. Endpoint security
protects personal computers from hackers, worms, cyber spies (spyware) and data thieves. Our products and
services operate under a unified security architecture, with central management and enforcement of security
policy. Our products and services are sold to enterprises, service providers, small- and medium-sized businesses
and consumers. Our Open Platform for Security (OPSEC) framework, allows customers to extend the capabilities
of our products and services, enabling integration with leading hardware appliances and third-party security
software applications. Our products are sold, integrated and serviced by a network of partners around the world.

Y ou can see more details regarding the important events in the devel opment of our business since the
beginning of 2005 in “Item 5 — Operating and Financial Review and Prospects’ under the caption “Overview.”
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We were incorporated in Israel in 1993. Our registered office and principal place of businessislocated at
3A Jabotinsky Street, Ramat-Gan 52520, Israel. The telephone number of our registered officeis
972-3-753-4555. Our company’s Web site is www.checkpoint.com. The contents of our Web site are not
incorporated by reference into this Form 20-F.

This Form 20-F is available on our Web site. If you'd like to receive a printed copy via mail, please
contact our Investor Relations department at 800 Bridge Parkway, Redwood City, CA 94065, U.SA., tel:
650-628-2000, email: ir@us.checkpoint.com.

Our agent for service of processin the United Statesis CT Corporation System, 818 West Seventh Street,
Los Angeles, CA 90017 U.S.A., tel: 213-627-8252.

Industry background

The ability to access and distribute information is akey strategic asset in today’ s competitive business
environment. The resulting need to effectively use and communicate information as well as work more
collaboratively has led to the extensive deployment of network-based communications systems (connectivity).
Increased connectivity hasin turn expanded the need for technology to safeguard and manage the access to
information available over these networks, which have become increasingly global.

Increase in connectivity

Over the past decade global connectivity hasincreased dramatically. The network computing market has
undergone three major transitions. Thefirst of these transitions was the migration of corporate computing
environments from networks centralized in one location to networks dispersed over multiple remote locations.
The ability to access and share information over multiple remote locations has expanded the need for connectivity
beyond workgroup Local Area Networks (LANS) to enterprise-wide networks spanning multiple LANs and Wide
Area Networks (WANS). The second major transition has been the widespread adoption of the Internet asa
platform for conducting business. Internet-based business applications have rapidly expanded beyond email to a
broad range of business applications and services such as electronic publishing, direct-to-customer transactions,
supply chain automation, product marketing, advertising and customer support. The emergence of increased
reliance on the Internet for business communications and transactions increases the need for secured access to
information and applications and raises challenges associated with providing it. Finally, companies of all sizesin
most industries are embracing and supporting increased connectivity for mobile and remote employees. This
includes connectivity to corporate data and application resources, as well as general Internet access. Remote users
areincreasingly able to access private corporate networks and information from a growing spectrum of devices,
including laptops, personal digital assistants (PDAS) and cell phones. The expansion of network access to mobile
workersis driving demand to secure all devices with Internet access, as well as those that connect to the corporate
network.

These developments and the need for secure and managed communications have led to the broad
acceptance of Virtual Private Networks (VPNSs). VPNs enable a secured exchange of private information over
networks including the Internet. Sharing information and utilizing services are now widely adopted, both within
the enterprise and with business partners and customers. As aresult, businesses are able to share internal
information and to run enterprise applications across geographically dispersed facilities, as well as enable
customers, suppliers and other business partnersto link into their enterprise information systems. As Internet
protocols and infrastructure gain increasingly widespread acceptance as a means of global communication, new
wide-area connectivity services continue to emerge at arapid rate. These connectivity servicesinclude access to
Web information, messaging applications such as email, database access, transacti on-processing services, voice-
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over-1P services and video teleconferencing services. This expansion of services and applicationsis further
accelerating the use of networks as global communication systems.

The need for security

The growth of connectivity among organizations of all sizes has increased the risk that an organization's
information technology (IT) resources can be attacked via the Internet. Organizations have recognized this risk
and are deploying security solutionsin an effort to protect their confidential information from unauthorized
access.

The primary means of controlling access to organizational networks and protecting against attacks isthe
deployment of Internet firewalls. Firewalls are typically deployed at the demarcation of an organization’s LAN
and the Internet, and are used to strictly control traffic into and out of the organizational network. Firewall
technology is currently undergoing an evolution, enabling it to detect and defeat highly sophisticated network and
application-level attacksthat are increasingly prevalent on the Internet today. Increasing numbers of
organizations are deploying an additional layer of security by applying security software to networked endpoint
devices such as personal computers. Endpoint security includes personal firewall, security and policy
enforcement features that have been specifically designed for internal and remote personal computing devices.

In addition to protecting an organization’s I T assets from attack, organizations take steps to guard their
sensitive information traversing untrusted networks, such as the Internet. Securing organizational information on
the Internet is critical as more organizations utilize the Internet as their corporate network backbone to link
company offices and employees. Transmitting information over the Internet without adequate security exposes
thisinformation to unauthorized interception, manipulation or replication. To mitigate thisrisk, an increasing
number of organizations are deploying VPNs to encrypt and authenticate their Internet-bound traffic.

Frequently, firewalls and VPNs are provided in an integrated manner or as asingle product. Integrating
firewall and VPN functionality delivers greater security for all network traffic and facilitates the management and
enforcement of an organization’ s security policies.

IT security administrators within organizations have long focused on securing the network perimeter.
However, organizations are increasingly realizing the importance of aso securing their internal networks and
Web-based business applications. Many of today’ s security threats and attacks emerge within organizations.
Internal security breaches can be in the form of worm outbreaks and other attacks that are introduced through
mobile and wireless devices, internal hacking and misuse of business applications by users within an organization.
In addition, due to the rapid devel opment of Web-based technologies, and the increased reliance on the Web to
connect remote users, Web-based applications and protocols are highly vulnerable to attack. This presents many
security challenges for businesses because internal networks and Web-based communications contain unique
complexities such as diverse programming languages and communications protocols that are used in these
environments. Security solutions for both internal and Web security need to have a deep understanding of the
programming languages, applications and protocols that are common in these environments.

Technologies

We have developed a variety of technologies that secure information and networks. Our technologies
provide protection:

= for network perimeter — to ensure that only authorized users can access our customers’ network
resources and to detect and thwart attacks,
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= for internal threats— to protect our customers’ networks and endpoints from the threats that
emerge within an organization, such as worms, internal hacking and misuse of business
applications,

= for Web-based communications — by allowing remote and mobile employees to securely connect
to their organizations networks viaaWeb browser, and to defend against attacks targeting our
customers’ Web-based business applications,

= for network endpoints — with security solutions that address the risks posed by hackers, worms,
spyware and other threats to the internal and remote computers that access our customers
networks.

Our products and services implement these technologies to protect our customers’ networks and private
information, and enable their I'T administrators to define their security policies and enforce these policies across
the network. These technologies also collect and bring together related information, monitor security and traffic
flow, and analyze and update configurations to reflect changes in the security policy.

We package and market our products and services under different names and at a variety of prices. Each
package addresses security tasks for different networking environments.

Sateful Inspection technology

Our patented Stateful 1nspection technology is the de facto standard in network security technology.
Stateful Inspection extracts and maintains extensive “ state information” (data that provides context for future
screening decisions) from all relevant communications layers, to provide accurate and highly efficient traffic
inspection.

Stateful Inspection runs on a network gateway or an endpoint such as a personal computer, and enables
the screening of all data attempting to pass from one network to another. By tracking each connection from
source to destination, the system ensures that data passing through the gateway complies with a defined security
and traffic policy, that traffic is managed according to priority and that security decisions are madein an
intelligent and timely manner.

Stateful Inspection enables our products to inspect network traffic with virtually no loss in performance.
This means that our products respond efficiently to larger volumes of data as network traffic increases. Our
Stateful Inspection technology can be adapted to new protocols, software applications and security threats, can be
upgraded, and can be run on awide range of operating systems.

Security and network traffic enforcement technologies (based on Stateful 1nspection)

Our INSPECT engine, based on our Stateful Inspection technology, scans all incoming and outgoing
traffic at security enforcement points. These are typically located at the network perimeter as security gateways,
on critical servers or inside the network (dividing the network into separate segments).

The INSPECT engine can perform avariety of functions on inspected network traffic:

= drop it when the security policy has been violated,

= encrypt it to create a secured Virtual Private Network (VPN) that enables the transfer of private
data over public networks such as the Internet,
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= prioritizeit for Quality of Service (Q0S), that is, the ability of anetwork to provide better service
for selected traffic, and

= send it for further processing such as authentication, content inspection or filtering of malicious
or unwanted traffic.

We have developed a broad range of technologies that can be implemented by our INSPECT engine. In
addition, third party technologies can be implemented through our OPSEC (Open Platform for Security)
framework, which is described below.

Application Intelligence

Our Application Intelligence technology provides a set of advanced capabilities that prevents the
exploitation of vulnerabilities in business applications, including vulnerabilities in the application code,
communication protocols and the underlying operating system. Application Intelligence provides security for
these applications by running multiple security checksincluding validation of compliance to standards, validation
of expected use of protocols, inspection for known malicious content, and controlling application layer operations.
The result is the ability to proactively shield applications from attack without relying on specific attack signatures.
We have integrated our Application Intelligence technology into our VPN-1 Pro, VPN-1 Edge, Check Point
Express, Safe@Office, InterSpect, Connectra, Integrity and VPN-1 VSX products, which are described below.

Security Management Architecture (SMART)

Security Management Architecture (SMART), a core component of our unified security architecture,
enables our customers to configure and manage security policies from a central administrative point. SMART
enables the definition and ongoing management of security policies for businesses of all sizes. This object-
oriented architecture maps real-world entities, such as networks and users, to graphical representations that can be
manipulated in a database. Integrated monitoring and reporting tools improve the manageability of the system by
providing administrators with real-time information on the state of network and security systems. These tools
also provide longer term trending information that is useful for periodic security management tasks such as
security audits.

SecurePlatform

SecurePlatform is an optimized, pre-hardened version of the Linux operating system that enables easy
deployment of our products on avariety of open systems (systems whose key interfaces are based on widely
supported standards). SecurePlatform bundles our products with a set of tools that ease setup and network
configuration. SecurePlatform lowers costs while maintaining network performance, thus reducing the total cost
of ownership for security servers.

SecureXL
SecureXL isaframework of software and hardware technologies, including third party technologies
designed to increase performance. By using SecureX L, hardware vendors can accel erate the performance of

appliances on which our softwareisinstalled. With SecureXL our products can be integrated into high
performance networks typically found in large enterprises and service providers.

20



Malicious Code Protector

Malicious Code Protector, a patent-pending technology, provides protection against buffer overflow
attacks that occur when a program or process tries to store more data in a buffer (temporary data storage area)
than it was intended to hold. Thisisacommon technique used by hackers to execute malicious code on business
computer systems in an attempt to gain unauthorized access or bring the system down. Malicious Code Protector
helps prevent these types of attacks by providing highly accurate and efficient detection and analysis of
executable codein avirtua server environment combined with the ability to prevent any malicious code from
being allowed to run on the system.

Cooper ative Enforcement

Our patented Cooperative Enforcement technology enables our Integrity product family (described
below) to work cooperatively with network devices such as VPN gateways, switches and routers to cooperate in
the enforcement of corporate security policies. Cooperative Enforcement technology helps ensure that every
endpoint personal computer is compliant with a designated security policy (such as having anti-virus software or
the latest operating system patches installed) before it is allowed to access network resources.

TrueVector technology

Our TrueVector technology is a patented, flexible and efficient software technology for enabling high-
performance, scalable and robust Internet security for personal computers.

TrueV ector stops attempts to send confidential data to unauthorized parties, by malicious software such as
keystroke loggers and Trojan horses. It monitors all applications running on protected computers, allowing
trusted applications to engage in network communications while blocking network connections by untrusted
applications. TrueVector enforces security policies that are centrally created and managed, standalone or any
combination of these. In addition, TrueVector may be configured to make protected computers invisible to
external attackers. The technology isused in the Integrity and ZoneAlarm lines of endpoint security products
(described below).

Cluster XL

Our ClusterXL technology provides high availability and load sharing to keep businesses running. It
distributes traffic between clusters of redundant gateways so that the computing capacity of multiple machines
may be combined to increase total throughput. If anindividual gateway becomes unreachable, all connections are
redirected to a designated backup without interruption. Integration with our management and enforcement points
enables simple deployment.

Open Platformfor Security (OPSEC)

Our OPSEC framework provides a single platform that enables the integration and interoperability of
multi-vendor information security products and technologies. The OPSEC framework allows certified third-party
security applications to plug into our solutions through our published application programming interfaces.
Examplesinclude:

= content vectoring protocol — integrates virus scanning software and other content inspection
programs,
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= URL filtering protocol — integrates URL list services, which deny client requests for Web sites
that arelisted in a“bad URL" list, or allow only those requests for URL s that appear in a*“good
URL" list,

= suspicious activity monitoring protocol — integrates programs that monitor suspicious activity.

Products that carry the OPSEC Certified seal have been tested and certified for integration and
interoperability within the OPSEC framework.

Products

Historically, we have focused on VPN and firewall technologies, the main building blocks for network
security. In June 2003 we introduced anew version of our flagship VPN-1 family, “NG with Application
Intelligence.” NG with Application Intelligence integrated network and application-level capabilitiesto deliver
comprehensive attack protection and network security. In 2005 we introduced NGX, an advanced security
software platform that is the basis for al of our enterprise security solutions. The NGX platform deliversa
unified security architecture for perimeter, internal, Web and endpoint security. This unified security architecture
enables enterprises of all sizes to reduce the cost and complexity of security management and ensure that their
security systems can be easily extended to adapt to new and evolving threats.

Our products address specific customer needs in awide range of deployment scenarios with a variety of
operating systems such as Nokia |PSO, Microsoft Windows, Sun Solaris and Linux.
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The table below summarizes our product offerings:

Security
Management and

Perimeter Security Internal Security Web Security Endpoint Security Online Services
VPN-1Pro I nter Spect Connectra Integrity product SmartCenter
Integrated firewall and  Internal security Web security gateway  family A singe console for
VPN gateway for gateway that blocks that provides secure Security for every centrally managing

enterprises

VPN-1 Edge
Secure connectivity
for remote sites and
large scale
deployments

Check Point Express
Integrated security
gateway for mid-sized
businesses

VPN-1VSX
Virtualized security
and network services
for service providers
and large enterprises

Firewall-1 GX
Security gateway
designed to protect
network infrastructure
of wireless operators

UTM —Unified
Threat Management
Products

Check Paint
Express Cl
Integrated security
gateway —including
anti-virus - for mid-
sized businesses

Safe@Office
Security appliances
for small businesses

VPN-1 Edge
Secure connectivity
for remote sites and
large scale
deployments

attacks introduced
from inside the
network

remote access via SSL
VPN

Web Intelligence
Attack protection for
the Web-based
business applications

SSL Network
Extender

Web browser plug-in
that enables secure
remote access via SSL
VPN
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desktop and laptop in
the organization

VPN-1 SecureClient
Secure remote
network access

ZoneAlarm Product
Family

Security for home-
user and small-
business PC

security

Eventia product
family

Security event
management and

reporting

SmartDefense
Services

Real-time security
update subscription

Provider-1

Security management
for service providers
and large scale
enterprises

Security
Management Portal
(SMP)

Security management
of up to tens of
thousands of
Safe@Office
gateways



Perimeter security

Perimeter security ensures the confidentiality, integrity and availability of corporate networks by
controlling access to all entry and exit points of the network. Perimeter security solutions are also used to
securely connect geographically distributed offices or sites.

Enterprise products:
VPN-1 Pro

VPN-1 Proisanintegrated firewall and VPN gateway that provides security and remote connectivity to
corporate applications and network resources for enterprises with over 500 employees. VPN-1 Pro integrates
access control, authentication and encryption to help ensure the security of network connections, the authenticity
of local and remote users, and the privacy and integrity of data communications. VPN-1 Pro isavailableasa
gateway or bundled with SmartCenter centralized management solution, which is described below.

VPN-1 Edge

VPN-1 Edge integrated security appliances deliver secure connectivity for remote sites such as branch
offices, retail stores and partner sites. VPN-1 Edge integrates firewall, VPN, intrusion prevention and anti-virus
capabilities with high availability and advanced routing features, and performs asa UTM solution (see description
below). Thisensures that remote site communications are available and secure. Centrally managed, VPN-1 Edge
appliances enable the efficient setup of thousands of gateways. VPN-1 Edge appliances are available in wired and
wireless models.

Products for medium businesses:
Check Point Express

Check Point Expressis an integrated security gateway designed for mid-sized companies with up to 500
users, which have single or multiple sites. Check Point Express integrates firewall, VPN, and intrusion
prevention capabilities with simple and centralized management of all security functions.

Unified Threat Management (UTM) Solutions:

Unified Threat Management (UTM) solutions are products that unify and integrate multiple security
featuresin asingle security solution. Typical UTM products integrate firewall, VPN, anti-virus, and intrusion
prevention technologies within a single, centrally managed product. We are addressing this emerging market with
the following products:

Check Point Express ClI
Check Point Express Cl is an integrated security gateway designed for mid-sized companies with up to

500 users, which have single or multiple sites. Check Point Express integrates firewall, VPN, anti-virus and
intrusion prevention capabilities with simple and centralized management of all security functions.
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Safe@Office

Safe@Officeisaunified threat management appliance for small business networks of up to 100 users.
Safe@Office provides integrated firewall, VPN, intrusion prevention, anti-virus, anti-spam and URL filtering
capabilities. Safe@Office products can be managed locally using aWeb browser, or centrally by a Managed
Service Provider (MSP) using the Security Management Portal (SMP) described below. Safe@Office appliances
are available in wired and wireless models.

VPN-1 Edge

Y ou can see description above, under the caption “ Enterprise products.”

Productsfor service providers, data centersand large enterprises:
VPN-1 VSX

VPN-1VSX isavirtualized security gateway that allows enterprises and service providers to create up to
250 virtua systems on a single hardware platform. This means that a customer which manages multiple firewalls
and VPNs does not need to purchase separate hardware for each. Rather, the customer can purchase asingle
hardware gateway, and then use VPN-1 V SX software to create numerous firewalls and VPNs on that single piece
of hardware. This reduces the hardware investment needed to achieve security across an entire network and eases
security administration. VPN-1 VSX can be administered by our SmartCenter and Provider-1 centralized
management solutions, which are described below.

FirewWall-1 GX

Firewall-1 GX is asecurity gateway that is designed to protect the network infrastructure of wireless
operators. It protects wireless infrastructure by combining our patented Stateful 1nspection technology with
security services specifically designed for Global System for Mobile communication (GSM) technologies. With
FireWall-1 GX, wireless network operators can offer seamless roaming to their data customers without exposing
the network to potential security threats.

Internal security

Internal security is designed to protect corporate networks from security breaches that originate from
inside the network, such as worm outbreaks, internal hacking or misuse of business applications by users within
an organization.

Inter Spect

InterSpect is an internal security gateway that blocks the spread of worms and other attacks that are
introduced from inside the network. InterSpect segments the internal network into multiple * security zones” with
varied security policies, and controls traffic and user access between these zones. When InterSpect detects
malicious or unauthorized communications coming from a network segment, it blocks that traffic from reaching
other network segments. InterSpect quarantines computers that generate suspicious activity or do not comply
with security policy, and grants network access only after the problem has been resolved. InterSpect can be
administered by our SmartCenter and Provider-1 centralized management solutions, which are described below.
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Web security

Web Security products are designed to help compani es take advantage of Web technologiesin a safe and secure
manner. Organizations are increasingly dependent on the Web to share information with customers, connect with
business partners and keep employees productive. The increased dependence on the Web has been accompanied
by a significant increase in the malicious targeting of Web systems for profit and advantage. Whether conducting
business through Web applications or sharing information via SSL VPN, today’ s businesses need to rely on the
availability and integrity of their Web-based systems.

Connectra

Connectrais a Web security gateway that provides secure SSL VPN (Secure Socket Layer VPN) remote
access with integrated application and endpoint security in asingle, unified solution. It allows remote users, such
as remote employees and business partners, to securely connect to an organization’ s network, using any Web
browser and without installing client software. Connectrais available as an appliance or as software for open
servers.

Web Intelligence

Web Intelligence is an integrated Web application firewall that protects Web-based business applications
from attack. It protects the multiple components that make up a Web application, including Web servers,
communication protocols and databases. It is sold as an add-on to VPN-1 Pro and is integrated with the
Connectra and InterSpect gateways.

SSL Network Extender

SSL Network Extender is a browser plug-in that extends SSL VPN remote access to network-based
applications from any Web browser. It enables the convenience of browser-based remote access while enabling
the utilization of software applications that are installed on the remote computer, such as email clients. Itissold
as an add-on to VPN-1 Pro and isintegrated with the Connectra gateways.

Endpoint security

Our endpoint security solutions address the risks that hackers, worms, spyware and other threats pose to
the internal and remote computers that access the network. Our solutions provide centralized management for
easy control of endpoint security, and policy-based enforcement.

Integrity product family

Our Integrity products enable enterprises to enforce security policy on desktop and laptop computers used
across the organization. Integrity helps enforce security policies by enabling administrators to control which
computer applications can be used on the network, screening inbound and outbound traffic for malicious content,
detecting and removing spyware, and securing instant messaging use. Integrity also helps ensure that all
computersin the network are running the latest anti-virus software, or have the latest security patches installed
before they connect to the network. Integrity is controlled from a centralized management console.

The Integrity product family includes Integrity, which secures desktops and laptops while enforcing
network access security policy on every computer before it gains access to the corporate network; Integrity
SecureClient, which combines endpoint security capabilities and desktop firewall with aVPN client; and Integrity
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Clientless Security, a browser plug-in version of Integrity that secures computers on demand without requiring a
full software installation.

Integrity options include Integrity Anti-Spyware for spyware detection and removal; Integrity Advanced
Server, which delivers maximum scalability and reliability through server clustering; and Integrity IM Security,
which offers comprehensive instant messaging (IM) security that keeps these applications private and secure.

SmartDefense Program Advisor

The SmartDefense Program Advisor service provides real -time recommendations to administrators and
end users on which programs should be allowed to run on an endpoint computer. This service accesses a
knowledgebase of tens of thousands of programs that have been classified as either good or bad. SmartDefense
Program Advisor saves administrators the effort of researching and defining which programs they should allow or
deny as part of their endpoint security policy and helps end users make more accurate decisions on what programs
they should allow to run on their computers.

VPN-1 SecureClient

VPN-1 SecureClient works with our VPN gateways to extend secure remote access to end users. It
encrypts and authenticates data to protect against eavesdropping and data tampering. VPN-1 SecureClient also
allows administrators to enforce desktop policies for additional security, such as protecting corporate networks
from unauthorized users gaining access to the network by first gaining access to a remote user machine.

ZoneAlarm product family

ZoneAlarm Security Suite is a complete Internet security solution for individuals and small businesses,
which protects personal computers running the Microsoft Windows operating systems. ZoneAlarm Security Suite
integrates personal firewall, anti-virus and anti-spyware capabilities, SmartDefense update service, ID and privacy
protection, email security, anti-phishing and anti-spam, instant messaging protection and wireless computer
protection.

Many of the capabilities offered in the ZoneAlarm Security Suite are also offered as standalone product
offerings. We offer ZoneAlarm, abasic personal firewall, free of charge for personal and nonprofit use.

Security management and online services

We offer avariety of products based on our Security Management Architecture (SMART), which enables
centralized policy configuration, monitoring, logging and reporting for our perimeter, internal, Web and endpoint
security solutions.

SmartCenter

SmartCenter is our flagship security management solution, providing a single console for centrally
managing security, VPN and network policies and end-user activity. SmartCenter also provides centralized
management and distribution of new defenses, software updates and licenses. It has the following components:

= SmartDashboard is the interface that enables administrators to centrally define and 