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Gennum Reports 2005 Second Quarter Results

Burlington, Ontario (June 21, 2005) -Gennum Corporation (TSX: GND) today announced financial
results for the second quarter of fiscal 2005.

($ millions except per share amounts)
2005 % of Revenue 2004 % of Revenue

Second quarter

Revenue 36.3 36.5

Gross margin 24.8 68.4% 24.1 66.1%
Sales, marketing and administration expenses 8.6 23.8% 9.6 26.4%
R&D expense (gross) 12.2 33.8% 11.3 31.0%
Net earnings 4.8 13.3% 3.7 10.1%
Net earnings per share (basic) 0.13 0.10

Year to date

Revenue 69.5 65.4

Gross margin 48.7 70.1% 42.6 65.2%
Sales, marketing and administration expensed7.3 24.8% 18.8 28.8%
R&D expense (gross) 23.4 33.6% 20.1 30.8%
Net earnings 10.2 14.7% 5.8 8.9%
Net earnings per share (basic) 0.29 0.16

Revenue

Second quarter revenue at $36.3 million was similar to the caivlpaveriod in 2004; however, the sales
mix has changed. Video products represented 70.0% of total revenuemuplfi7% in the comparable
period last year. Audio & Wireless declined to 22.8% (2004 — 33.0%), aadddamunications rose to
6.6% (2004 — 5.0%).

Video products revenue of $25.4 million for the quarter was 12.8%thilgae the same period last year.
Growth occurred in all geographic regions, primarily for highirdébn products. We believe the move
in the transport markets from standard-definition to high-d&finis now in full swing, which should
continue to benefit Gennum.

Audio & Wireless products revenue of $8.3 million for the quarter3ta3% lower than the same period

a year ago. Digital products revenue in the quarter was khaarthe prior year by 30% primarily as a
result of lower sales of our PARAGGNproduct line. We have experienced continued pricing pressures
on our PARAGON and FOUNDATION" product lines and inventory fluctuations at several key
customers. Though we are still seeing design-in activityhiesd lines, we expect that in future, digital
revenue will come primarily from our newer product lines.

Data Communications products revenue rose to $2.4 million during éveegaompared to $1.8 million
a year ago reflecting increases in revenue of both high-sf8e@igabit) XFP optical transceiver clock
and data recovery products and trans-impedance amplifier products. We hadiave well positioned to
benefit in these markets as they grow.



The stronger Canadian dollar, relative to the US dollar apdnémse yen, decreased overall revenue by
$2.6 million in the second quarter of 2005 compared to the same period in 2004.

Cost of Goods Sold
Cost of goods sold decreased as a percentage of revenue to 31.6% in the queatedctin33.9% in the
prior year, as a result of a favourable product mix and a continued focus on rmamdazfficiencies.

Expenses

During the quarter, sales, marketing and administration expensksedeto $8.6 million from $9.6
million in the prior year. The second quarter in 2004 included legpénses in connection with an
ongoing patent litigation case and expenses incurred under a co-develagneemient that did not recur
in 2005. Offsetting these decreases was the increase iresalasulting from growth in our sales,
marketing and administration teams. Expenses were also implgtan increase in our incentive
compensation plan accrual, which reflects both the increasaplogees and improved return on equity
and sales.

R&D expenses climbed 8.1% to $12.2 million, or 33.8% of revenue compaBdd% in the second
guarter of 2004. This increase was primarily driven by the ondaipgct of additional staff and leased
design software acquired in the previous year, timing in thdcition of new computer-simulated circuit
designs into silicon form, and additional accruals associated with @mtive compensation plan.

Net Earnings

Net earnings increased to $4.8 million in the second quarter cechtmaf3.7 million in the same period
last year. This $1.1 million increase is the result oéduced cost of goods and the non recurrence of
both legal expenses and co-development expenditures incurred sedhed quarter of 2004, partially
offset by higher R&D expenditures and employee compensation.

Other Developments

Image Processing Products

At the InfoComm trade show in Las Vegas on June 8, 2005, we announcedittiatTechnology has

selected our VXP™ image processing technology for use within &#ewaof its new HDTV processing
and conversion products. At the same show, we announced that (Digitd Systems has designed
our VXP™ technology into fifteen of their new high-performance projsct

Wireless Headset Products

We have completed agreements with several specialty aiasrretailers who will carry our Z-E-N™
wireless headsets. Product shipments will begin in the thindegquaWe have also concluded a supply
agreement with a major contract manufacturing company for high volume production.

CFO Search
We are currently engaged in a search for a new Chief Financial Officer

Outlook

Our outlook for 2005 remains unchanged. We expect growth in revenusagemdgs in 2005. Sales
increases are expected in high-definition television inprgeessing and transport products, our recently
introduced VOYAGEUR platform and wireless headset products, and in our Data Commangati
products. While long-term demand for key product lines continuesots, ghere may be quarter-to-
guarter fluctuations in sales.

Dividend
Gennum'’s Board of Directors has declared a regular cash divideBaents per share to be paid on
July 19, 2005 to shareholders of record on July 5, 2005.



Management will hold a conference call to discuss second questdts on Wednesday, June 22, 2005 at
9 a.m. (ET). To access the call, participants should di@2158l - 5411The conference call will also pe
Webcast live atwww.gennum.comor www.newswire.ca/webcastnd subsequently archived on [the
Gennum site. A rebroadcast of the call will be availaisig! midnight on June 29, 2005. To access the
rebroadcast, dial 416 -640-1917 and enter the passcode 21125641#.

Gennum Corporation is a leading producer of hybrid and silicon atetyrcircuits (ICs), electrical
components and sub-systems for the video and audio markets, and aroweder to the data
communications markets. We have offices in Burlington and Oft®anada, and subsidiaries in Japan
and the United Kingdom. Gennum (TSX:GND) has operated since 197uastares have been listed
on the Toronto Stock Exchange since 1982.

This document may contain forward-looking statemeatating to our operations or to the environméntwhich
we operate, and our strategy, litigation and inmeshts, which may involve estimates, forecasts aoggtions.
These statements are not guarantees of future npesftice and involve risks and uncertainties that difécult to
predict, and/or are beyond our control. A numbéimportant factors could cause actual outcomes @@sults to
differ materially from those expressed in thesevéod-looking statements. These factors includedtszs forth in
this report and other public filings. Consequentiyaders should not place any undue reliance orh oovard-
looking statements. In addition, these forward-logkstatements relate to the date on which theynzade.

We disclaim any intention or obligation to updaterevise any forward-looking statements, whetheaassult of
new information, future events or otherwise.

For more information, please contact:

lan McWalter, President and Chief Executive Officer
Gennum Corporation

Tel: 905-632-2996

Fax: 905-632-2055

Web site: www.gennum.com




2005 SECOND QUARTER MANAGEMENT’S DISCUSSION AND ANALYSIS
Caution about forward-looking statements

This document may contain forward-looking statements relating tomenations or to the environment
in which we operate and our strategy, litigation and investmentshwhay involve estimates, forecasts
and projections. These statements are not guarantees of futurenpenfoe and involve risks and
uncertainties that are difficult to predict and/or are beyond our adntA number of important factors
could cause actual outcomes and results to differ materiadign fthose expressed in these forward-
looking statements. These factors include those set forthisnréport and other public filings.
Consequently, readers should not place any undue reliance on such foomkigl statements. In
addition, these forward-looking statements relate to the date on whighithenade.

We disclaim any intention or obligation to update or revise anydoi-looking statements, whether as a
result of new information, future events or otherwise.

The following discussion and analysis is intended to providelersawith an assessment of our
performance for the second quarter of 2005 and the first six mon#@56ftogether with the comparable
periods in the prior year, as well as our financial position aigtd prospects. It should be read in
conjunction with the Company’s unaudited consolidated finantimments for the second quarter of
fiscal 2005 and 2004 and related MD&A, and the fiscal 2004 and 2003 auditedlidates financial
statements, accompanying notes and MD&A contained in our 2004 annudl repich have been
prepared in accordance with Canadian generally accepted aogppriticiples. Our public disclosure
documents, including our historical financial statements and our lainfaranation form, can be viewed
atwww.sedar.com

In this discussion and analysis, “we”, “our” and similar refeesnoclude Gennum Corporation and its
subsidiaries. All amounts are in Canadian dollars.

RESULTS OF OPERATIONS

Revenue
(in millions of dollars)
Three Months Ended May 31 Six Months Ended May 31
2005 2004 % change 2005 2004 % change
Video 25.4 22.5 12.8 46.4 39.8 16.7
Audio & Wireless 8.3 12.1 (31.3) 18.4 22.6 (18.7)
Data Communications 24 1.8 32.9 4.2 2.8 53.1
Other 0.2 0.1 82.1 0.5 0.2 86.8
Total Revenue 36.3 36.5 (0.5) 69.5 65.4 6.2

Consolidated revenue declined 14% in North America in the secontkigo2005, while Pacific Rim
revenue increased by 16% and European revenue increased by 12%. eStuksamay be distorted by
the fact that purchasing decisions by our customers can origmataifferent region than the product
destination.

Video products revenue was $25.4 million in the second quarter of 2005, an incred2:866 over
2004. Revenue from high-definition and image processing products irctregs@8% and 72%
respectively, while revenue from standard-definition and analogue prathatised.

Our Video products group experienced revenue growth in all geograppions as broadcasters
worldwide continue to upgrade their studios to accommodate digrtdl high-definition television
(HDTV) standards. In Europe, many broadcasters who had previdissigunted HDTV technology
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because of existing widescreen standards are now developing placreate and deliver HDTV
programs. Sales into the HD-SDI market represented 64&tabfMideo products revenue in the second
quarter (2004 — 56%).

Video products revenue of $46.4 million in the first half of the yearased by 16.7% from the prior
year, with growth in high-definition products revenue, particularlij}orth America. Sales into the HD-
SDI market represented 61% of total Video products revenue in thedif®f the year (2004 — 56%).

In the second quarter of 2005, 52% of Video products revenue came fratolldiSsales (2004 — 55%)
while 41% came from sales in Japanese yen (2004 — 39%). Dhoerigst half of 2005, 54% of Video
products revenue came from US dollar sales (2004 — 54%) whilecdfi%é from sales in Japanese yen
(2004 — 40%). The foreign exchange impact of a stronger Canadian delbdive to the US dollar and
Japanese yen, decreased Video products revenue by $1.9 milliorsectimel quarter of 2005 compared
to the same period in 2004. Year to date, this has had an impact of $2.6 milliortivenstsr year.

Video products represented 70.0% of Gennum'’s total revenue irdbrdsquarter of 2005 and 61.7% in
2004. For the first half of the year, Video products represented 66.8%lottaaue (60.8% in 2004).

Audio & Wireless products revenue declined by 31.3% to $8.3 million in the second quarter of 2005,
and 18.7% to $18.4 million in the first half of 2005 when compared to the same perioelpiiot year.

Digital product revenue in the quarter was lower than the priarlye 30% primarily as a result of lower
sales of our PARAGON® product line. PARAGON® has been shippimag ghe beginning of 2002 and
has entered the mature product phase of its life cycle.h&Ve experienced continued pricing pressures
on our PARAGON and FOUNDATION" product lines and inventory fluctuations at several key
customers. In addition, demand for our DUEflatform is expected to decline over the next year as we
have now launched VENTURE a VOYAGEUR"-based product that is a stronger offering in essentially
the same market segment. Though we are still seeing desigtivity for the PARAGON and
FOUNDATION™ lines, we expect that in future digital revenue will eoprimarily from our newer
product lines.

A number of potential customers are in varying stages of evaluation ¥{WOAGEUR platform.

In the second quarter of 2005, 60% of Audio & Wireless products revame from US dollar sales
(2004 — 68%). During the first half of 2005, 58% of Audio & Wirelessdpcts revenue came from US
dollar sales (2004 — 64%). The foreign exchange impact of a stroagadi@n dollar, relative to the US
dollar and Japanese yen, decreased Audio revenue by $0.5 million irciwed squarter of 2005

compared to the same period in 2004. Year to date, this has had an impact of &h&enslis the prior

year.

Audio & Wireless products revenue represented 22.8% of totahoe in the second quarter of 2005,
compared with 33.0% in the second quarter of 2004. For the flfstfithe year, Audio & Wireless
products represented 26.5% of total revenue (34.6% in 2004).

Data Communicationsproducts revenue rose to $2.4 million in the second quarter of 2005, compared to
$1.8 million in 2004, due to increased revenue primarily from both-$pged (10 Gigabit) XFP optical
transceiver clock and data recovery (CDR) products and trans-impeaapiifeea (TIA) products.

We are seeing an increased level of activity in the alkdi market, both for XFP optical transceivers
(into which we sell CDRs and TIAs) and for other types of 10 Gigadtical transceivers (into which we
sell TIAs). We believe we have a strong position in these markets.

Data Communications products revenue of $4.2 million in the first h#ilieojear increased by 53% from
the prior year, primarily due to increased sales of optical travesqaroducts.



In the second quarter of 2005, 81% of Data Communications produetsigegame from US dollar sales
(2004 — 98%) while 19% came from sales in Japanese yen (2004. -D%ihg the first half of 2005,

78% of revenue came from US dollar sales (2004 — 98%). The foretlparege impact of a stronger
Canadian dollar, relative to the US dollar and Japanese yeraded Data Communications products
revenue by $0.2 million in the second quarter of 2005 compared to the same period in 2004. Year to date
this has had an impact of $0.3 million versus the prior year.

Data Communications products revenue represented 6.6% of taalesin the second quarter of 2005,
compared with 5.0% in the second quarter of 26®#.the first half of the year, Data Communications
products represented 6.1% of total revenue (4.2% in 2004).

Other revenue was $0.2 million in the second quarter of 2005 (year toe @até million) compared to
$0.1 million in 2004 (2004 year to date - $0.2 million). This revenue stsngrimarily of legacy user
specific IC products outside of our core markets.

Cost of goods sold
(in millions of dollars)

Three Months Ended May 31 Six Months Ended May 31

2005 2004 % change 2005 2004 % change
Cost of goods sold 115 12.4 (7.3) 20.8 22.8 (8.8)
Percentage of revenue 31.6 339 29.9 34.8

In the second quarter of 2005, cost of goods sold as a percentegeeimiie declined to 31.6% from
33.9% in 2004, primarily as a result of a favorable sales mimak high-definition video as well as
continuing manufacturing efficiencies. For the first halfrad year, cost of goods sold as a percentage of
revenue declined to 29.9% from 34.8% in 2004.

Sales, marketing and administration expense
(in millions of dollars)

Three Months Ended May 31 Six Months Ended May 31
2005 2004 % change 2005 2004 9% change
Sales, marketing and 8.6 96  (10.6) 173 188 (8.4)
administration expense
Percentage of revenue 23.8 26.4 24.8 28.8

Sales, marketing and administration expenditures were $8.6 millitre isecond quarter of 2005, down
$1.0 million from the same period in the prior year. In the secondequd 2004, we incurred expenses
associated with a co-development agreement with an exterrnaépartd on patent litigation that did not
recur in 2005. Offsetting these in the second quarter of 2005,addittons to compensation resulting
from the strengthening of our sales, marketing and admingstregam. As well, there was an increase in
our incentive compensation plan accrual, which reflects botlinttease in employees and improved
return on equity and sales. For the first half of the y&aes, marketing and administration expenditures
were $17.3 million, down $1.5 million from the same period in the prior year.



Research and development (R&D) expenditures
(in millions of dollars)

Three Months Ended May 31 Six Months Ended May 31

2005 2004 % change 2005 2004 9% change
R&D expense (gross) 12.2 11.3 8.1 23.4 20.1 16.2
Percentage of revenue 33.8 31.0 33.6 30.8

In the second quarter, R&D investment rose both in absolute termasaadpercentage of revenue.
During the quarter, R&D spending of $12.2 million was 33.8% of reveamu@crease of 8.1% over the
prior year. Year to date, R&D spending is $23.4 million, representing an inafeB82% over the same

period in the prior year.

These increases resulted from the ongoing impact of additioffehsthleased design software acquired
in the previous year, timing on the fabrication of new computer-simulatedtdegigns into silicon form
(“tape-outs”), and additional accruals associated with our iivecbhsed compensation plan. In addition,
we paid $0.2 million to Toumaz Technology Limited (“Toumaz”) as pathe development project for
our ultra low-power wireless platform. The run rate on R&de@nding, when the timing impact of tape-
outs and the incentive based compensation is excluded, has been fairly unifothe dast two quarters.

During the second quarter, 42.8% of R&D was spent on the Video business,@1AR%dio & Wireless
and 22.1% on Data Communications. Compared to the second quarter in 2@(drity of the increase
in R&D expenditures occurred in the Audio & Wireless and Data Communicatiomebsisiegments.

R&D efforts in Video are primarily focussed on our new VISUAKEGELLENCE PROCESSING™
(VXP™) image processing product line, enhancements of our tnangpoducts for better HD
performance, and the interfaces, software and algorithmsssage for superior video systems
performance. In Audio & Wireless, R&D efforts are focused on ttra ldw-power wireless platform we
expect to introduce for the hearing instrument market lateyézis On the Data Communications side,
R&D efforts are focused on developing additional products for the bptcesceiver space.

Other income
(in millions of dollars)

Three Months Ended May 31 Six Months Ended May 31

2005 2004 % change 2005 2004 9% change
Other income 0.9 0.2 285.4 2.1 1.1 85.6
Percentage of revenue 2.5 0.6 3.0 1.7

Other income is primarily due to foreign exchange gains. nguthe second quarter of 2005, we
generated foreign exchange hedging gains of $0.3 million (yeartdo &®.9 million), in addition to a
translation gain of $0.6 million (year to date - $1.2 million). Dgihe second quarter of 2004 there was
a translation gain of $0.2 million (2004 year to date - $0.6 milliodgimg gain and $0.6 million
translation gain).



Income taxes
(in millions of dollars)

Three Months Ended May 31 Six Months Ended May 31
2005 2004 % change 2005 2004 % change

Income taxes 2.6 1.9 32.4 4.7 3.1 55.3

Income tax represents 34.8% of earnings before taxes during the quarter.

Net earnings
(in millions of dollars except EPS)

Three Months Ended May 31 Six Months Ended May 31

2005 2004 % change 2005 2004 % change
Net earnings 4.8 3.7 31.1 10.2 5.8 75.2
Net earnings as % of revenue 13.3 10.1 14.7 8.9
Earnings per share 013 0.0 029  0.16

(basic and diluted)

The increase in net earnings for both the quarter and yearet@slaompared to the same periods in the
prior year is primarily a result of a favourable sales mix and the norreace of both legal expenses and
co-development expenditures incurred in the prior year, parté#et by higher R&D expenditures and
employee compensation.

SELECTED CONSOLIDATED FINANCIAL INFORMATION
(in thousands of dollars except EPS)

Earnings per share  Earnings per share

Quarter Revenue Net earnings (basic) (diluted)
Q3, 2003 28,470 3,685 0.10 0.10
Q4 32,509 4,557 0.13 0.13
Q1, 2004 28,912 2,153 0.06 0.06
Q2 36,480 3,668 0.10 0.10
Q3 36,977 4,165 0.12 0.12
Q4 34,372 3,502 0.10 0.10
Q1, 2005 33,191 5,393 0.15 0.15
Q2 36,267 4,808 0.13 0.13

Our revenue and performance fluctuates on a quarterly basis dueide variety of factors. Sales can
vary significantly each quarter, depending on the timing of puirdpaiecisions by customers. As well,
cost of goods sold as a percentage of sales vary signifidamtiyquarter to quarter based on the sales
mix. In addition, expenditures to fabricate new computer-simulateditcdesigns into silicon form,
legal expenditures on the continuing patent litigation, accrualgcentive compensation, and foreign
exchange gains or losses can vary significantly each quarter.



LIQUIDITY AND CAPITAL RESOURCES

Cash and cash equivalents

Cash and cash equivalent balances at May 31, 2005 were $28.9 rapli$0,8 million from the end of
fiscal 2004. In the first six months of the year we generaist iow of $9.3 million from operations
after funding $4 million for the 2004 employee incentive plans&ind million owed under our deferred
profit sharing plan. Additional cash was also used to fund incréageld of non-cash working capital,
the acquisition of capital assets and the payment of dividends.

Accounts receivable |
At May 31, 2005, accounts receivable balances were $20.6 million, conmpa#d.0 million as at year-
end. This increase is primarily a result of the strengtigebiS dollar versus the Canadian dollar since
year end. In addition, we have issued longer credit terms taircestrategic partners related to new
product introductions in the Audio & Wireless business unit.

No material write-offs occurred in the second quarter of 2005 or iccimparable prior period.

Inventories |
Inventories were $27.5 million at May 31, 2005, up 5.2% from $26.2 million ariti®f fiscal 2004, as
we continued to expand our product offerings and increased prodwdtioew products in all three
business groups.

Accounts payable and accrued liabilities |
Accounts payable and accrued liabilities at May 31, 2005 declined 2.%%3t6 million compared to
$13.9 million at the end of the prior year. The accrual at the etlteasecond quarter for the incentive
compensation plan is only for one half of the year versus a fatlaecrual at year-end. These have been
offset by additional amounts owing on capital additions for thehase of test and manufacturing
equipment.

Capital expenditures |
Capital additions increased to $5.7 million in the first six momth&005 from $5.0 million in 2004.
Capital additions to date consist primarily of new manufactueigipment in which initial capacity is
also utilized in the development of our new products.

We have capital commitments at May 31, 2005 of $2.8 million, therityagd which are the remaining
progress payments on two large manufacturing tool purchase conmtstfoe $2.2 million expected to
occur within the fiscal year

Dividends
In the six months ended May 31, 2005, we paid dividends totaling $2.1 million, or $0.06 a sharegthe sam
dividend as paid in the prior year.

Derivative financial instruments
Our policy on derivative financial instruments has not change@ siear end and can be found in our
2004 annual MD&A.

In order to manage the risk associated with fluctuations ingiorexchange rates, we have entered into
foreign exchange forward contracts to sell an aggregate amoig &fL8.5 million and Japanese yen
1.25 billion as at May 31, 2005. These contracts mature at thedatégiril 26, 2006 at exchange rates
varying between Canadian $1.1801 and Canadian $1.2910 against the WSaddllaetween Canadian
$0.01162 and Canadian $0.01197 against the Japanese yen. As at May 3the2086unrecognized
losses on the US dollar contracts were approximately $0.5 million mritieoJapanese yen contracts
unrecognized gains were approximately $0.3 million. Realized gaindoreign exchange hedge



contracts were $0.3 million during the quarter, and $0.9 million tgedate (2004 — nil and $0.3 million
respectively).

OTHER DEVELOPMENTS

Patent litigation
As previously disclosed, we are the subject of a patenhgeiment claim in the US courts. This claim
relates to a limited number of non-core Gennum products.

The plaintiff, Technology Licensing Corporation (TLC), has bgmnted a stay of the trial in order to
appeal a ruling by the Court that a right of trial by jury no @rexists. The appeal was heard in August
2004. At this time, the trial has been delayed pending a ruling apgeal. It is anticipated that we will
continue to incur legal costs until this matter is resolvedndgement continues to believe TLC's claims
are without merit.

No significant legal costs were incurred during the quarter inopl& this matter.

CONTRACTUAL OBLIGATIONS

(in millions of dollars)

Payments Due by Period

Total Less than 1 year 1-3 years 4-5 years
Operating leases 5.3 1.7 3.6 -
Purchase obligatiorf8 11.1 8.8 2.3 -
Capital commitments 1.7 1.7 - -
Total contractual
obligations 18.1 12.2 5.9 -

@) Agreements to purchase goods or services thatdoeceable and legally binding and that specifysahificant

terms, including fixed or minimum quantities to Ipairchased; fixed or variable price provisions; ahe

approximate timing of the transaction. The purehalsligations relate primarily to inventory, protidevelopment
and general operating costs.

Pursuant to a development agreement with Toumaz, we have agmedtd one additional payment for
US $0.3 million once certain milestones have been reached.

RISK FACTORS

We are subject to a number of risks and uncertainties thdtl cignificantly affect our financial
condition and performance. As we grow and enter new markets,ritlies@ncrease. At the same time,
by diversifying revenue streams across additional product,aneadelieve we can mitigate the risk
associated with any difficulties encountered in any one produetdr market. There have been no
significant changes during the quarter with regards to our key risks, asitiscoa which can be found in
our 2004 annual MD&A.

RELATED PARTY TRANSACTIONS

In the normal course of business, we may enter into transaetiinselated parties. These transactions
occur under market terms consistent with the terms of traosacwith unrelated arms-length third
parties. Year to date, we accrued interest of $0.1 million oaratb Toumaz, in which we have a 12.4%
equity investment. The receivable under the loan to Toumaz was $1.3 milibMag 31, 2005.
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Our President and CEO, Dr. lan McWalter, serves as our nominte doard of Directors of Toumaz,
and we are the second largest shareholder in the company.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

A summary of significant accounting policies is presentedateN to our 2004 consolidated financial
statements. No new accounting policies were adopted during therqu@ettain of our accounting
policies are critical to understanding the results of operationdirsanttial condition of Gennum. These
critical accounting policies require us to make certain judgsremd estimates, some of which may relate
to matters that are uncertain. For a description of the judgmeahtstimates involved in the application
of critical accounting policies and assumptions made, refer to the 2004 Annudl. Repor

COMMON SHARES OUTSTANDING
At June 20, 2005, there were 35,720,660 common shares of Gennum outstanding.
OUTLOOK

Our outlook for 2005 remains unchanged. We expect growth in revenusagemdgs in 2005. Sales
increases are expected in high-definition television products, emently introduced VOYAGEU&
platform and wireless headset products, and in our data commanggtioducts. While long-term
demand for key product lines continues to grow, there may be quarter-to-fjuattextions in sales.

In Video products we continue to gain customer acceptance fonewursecond-generation VISUAL
EXCELLENCE PROCESSIN®' (VXP™) image processor. Approximately 30 customers are actively
designing software and systems using the processor for high-end flat pavisiae| projector, DVD and
broadcast applications, of which several are presently sedlioducts using our processor. Market
response has been uniformly positive to the high quality ahdfemture set. While we expect some
guarterly fluctuations in revenue from our video business, the condrinat new revenue in image
processing, together with continued strength in high-definition s@viconversion, is expected to result
in improved performance from this segment for the year as a whole.

In our Audio & Wireless group, our digital components continue to eneppnicing competition. We
remain focused on controlling costs while pursuing an ambiticedupt development program. We are
now in the commercialization phase of our new wireless headsetct, and have been encouraged by
the interest of retailers and distributors in North Ameriaad Europe. Although consumer acceptance of
our headset products remains uncertain, we remain optimistictrtteae products, combined with
additional new product launches later this year and early next yé&elpilrestore revenue growth in this
segment.

In Data Communications products, we are pleased to see gotdriras result of customer acceptance
for our optical transceiver products. We are currently taddein these markets and are well positioned
to benefit as they grow. However, the timing and extent of our suceceamseuncertain.

June 21, 2005
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GENNUM CORPORATION
Unaudited Consolidated Financial Statements

For the Six Months ended May 31, 2005

The attached consolidated financial statements have been prepared byrivaragesennum
Corporation and have not been reviewed by an auditor.
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Gennum Corporation

CONSOLIDATED BALANCE SHEETS

(Canadian dollars, amounts in thousands)
As at May 31, 2005 and November 30, 2004

November 30,

May 31, 2005 2004
(unaudited) (audited)

ASSETS
Current
Cash and cash equivalents 28,892 28,044
Accounts receivable 20,567 16,986
Inventories 27,545 26,174
Prepaid expenses and other assets 2,689 2,588
Loan receivable (note 2) 1,279 1,155
Future income taxes 8,804 7,450
Total current assets 89,776 82,397
Capital assets, net 49,446 48,635
Long-term investment (note 2) 1,871 1,933
Intangible assets, net (note 4) 3,834 3,831
Goodwill (note 4) 2,531 2,531
Future income taxes 647 961

148,105 140,288
LIABILITIES AND SHAREHOLDERS' EQUITY
Current
Accounts payable and accrued liabilities 13,542 13,902
Income taxes payable 1,397 1,382
Future income taxes 3,248 3,289
Total current liabilities 18,187 18,573
Future income taxes 21 19
Shareholders' equity
Capital stock (note 5) 7,682 7,676
Deferred compensation (845) (1,029)
Retained earnings 124,724 116,666
Cumulative translation adjustment (1,664) (1,617)
Total shareholders' equity 129,897 121,696

148,105 140,288
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Gennum Corporation

CONSOLIDATED STATEMENTS OF EARNINGS

AND RETAINED EARNINGS (unaudited)

(Canadian dollars, amounts in thousands excephsee data)

Three Months Ended

Six Months Ended

May 31 May 31
2005 2004 2005 2004
Revenue (note 7) 36,267 36,480 69,458 65,392
Cost of goods sold 11,460 12,369 20,783 22,781
Gross margin 24,807 24,111 48,675 42,611
Sales, marketing and administration expense 8,622 ,6489 17,253 18,839
Research and development expense 12,241 11,323 23,370 20,120
Less government assistance (2,403) (2,209) (4,560) (3,903)
18,460 18,762 36,063 35,056
Earnings from operations 6,347 5,349 12,612 7,555
Investment income 152 86 278 240
Other income 898 233 2,118 1,141
Share of loss in equity investment (note 2) (26) 4)(6 (70) (64)
Earnings before income taxes 7,371 5,604 14,938 8,872
Provision for income taxes 2,563 1,936 4,737 3,051
Net earnings for the period 4,808 3,668 10,201 5,821
Retained earnings, beginning of period 120,988 3438, 116,666 107,463
Dividends (1,072) (1,071) (2,143) (2,142)
Retained earnings, end of period 124,724 111,142 124,724 111,142
Earnings per share
Basic $0.13 $0.10 $0.29 $0.16
Diluted $0.13 $0.10 $0.29 $0.16
Dividends declared per share $0.03 $0.03 $0.06 $0.06
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Gennum Corporation

CONSOLIDATED STATEMENTS OF CASH FLOWS (unaudited)

(Canadian dollars, amounts in thousands)

Three Months Ended

Six Months Ended

May 31 May 31
2005 2004 2005 2004

OPERATING ACTIVITIES
Net earnings for the period 4,808 3,668 10,201 5,821
Items not affecting cash

Depreciation and amortization 2,652 2,600 5,442 5,136

Deferred compensation 96 49 194 98

Future income taxes 194 - (1,079) 3)

Share of loss in equity investment (note 2) 26 64 70 64

7,776 6,381 14,828 11,116

Net change in non-cash working capital

balances related to operations 1,796 446 (5,558) (6,800)
Cash provided by operating activities 9,572 6,827 9,270 4,316
INVESTING ACTIVITIES
Purchase of capital assets (4,057) (3,542) (5,720) (5,008)
Payment of license fees (335) (293) (550) (293)
Long-term investment (note 2) (2,497) - (2,497)
Acquisition (note 3) (4,798) (4,798)
Cash used in investing activities (4,392) (11,130) (6,270) (12,596)
FINANCING ACTIVITIES
Stock options exercised --- 85 6 124
Dividends paid (1,072) (1,071) (2,143) (2,142)
Cash used in financing activities (1,072) (986) (2,137) (2,018)
Effect of exchange rate changes on cash and

cash equivalents (147) 182 (15) 398
Net increase (decrease) in cash and cash

equivalents during the period 3,961 (5,107) 848 (9,900)
Cash and cash equivalents, beginning

of the period 24,931 29,476 28,044 34,269
Cash and cash equivalents, end of the period 28,892 24,369 28,892 24,369
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GENNUM CORPORATION

Notes To Consolidated Financial Statements
(Canadian dollars, amounts in thousands excepé strat per share data)

1. Accounting Policies

The accompanying unaudited consolidated finant&iements have been prepared by the Company imdzoume
with Canadian Generally Accepted Accounting Pritesp(GAAP) on a basis consistent with those folldwre the
most recent audited financial statements. Thesedited consolidated financial statements do ndude all the
information and footnotes required by GAAP for aainfinancial statements and therefore should be iea
conjunction with the audited consolidated finansi@tements and notes included in the Company’suAlnReport
for the year ended November 30, 2004.

2. Loan Receivable and Long-Term Investment

During 2004, the Company paid $2,497 to acquire2al% equity interest in Toumaz Technology Limited
(Toumaz), a U.K.-based designer of ultra low-poagvanced mixed signal systems. The Company hasatsr
for this investment using the equity method.

The Company’s funding of product development woyKlloumaz represented one of the largest sourcessefiue
for Toumaz in 2004 ($666) (2005 — $244 to datele Tompany expects to continue to be a large safineenue
for Toumaz. In addition, the Company and Toumazteacross-royalty arrangement which will providele party
with 5% of the net sales price for certain prodwsikl by the other. No products have been solibhte. Toumaz
has agreed not to compete with the Company foménmim of five years, in certain fields.

As at May 31, 2005, the Company has a $1,279 learivable from Toumaz, which includes $142 of aedru
interest and is convertible into shares of Tounmaha& Company’s option. The loan is due in Octdd@05, bears
interest at 20%, compounding monthly, and is setbseintellectual property.

3. Acquisition

On May 7, 2004, the Company purchased SiGe Semimtad Inc.’s LIGHTCHARGER™ optical networking
business for cash consideration of $5,140 (US $8,7Bcquisition costs were $140. This investmehplements
the Company’s existing optical transceiver prodactd capabilities included in the data communicetisegment.

The acquisition was accounted for under the puechasthod and the respective operating results baen
included in the Company’s operating results from délcquisition date. The purchase price allocatian assigned
to the net identifiable assets acquired based @infdir values as follows:

Inventory 118
Capital assets 69
Intangible assets

Order backlog 341

Technology intangibles 2,221
Excess of purchase price over fair value of net

identifiable assets (goodwill) 2,531
Total purchase price 5,280

4. Goodwill and Intangible Assets
(i) Goodwill

Goodwill of $2,531 was acquired in the acquisitiascribed in Note 3.
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(i) Intangible Assets

May 31 November 30

2005 2004
Licence fees 3,246 2,696
Order backlog 341 341
Technology intangibles 2,221 2,221
5,808 5,258
Less accumulated amortization (1,974) (1,427)
3,834 3,831

Licence fees are amortized using the straight#iie¢thod over the estimated useful lives ranging ftbrae to five
years.

Order backlog and technology intangibles repregbnse intangible assets resulting from the acqgoisibs
described in Note 3. Order backlog was fully aimed as of February 28, 2005. Technology intargikdre
amortized using the straight-line method over stéxeated useful lives of seven years.

5. Capital Stock

The issued common shares of the Company as at WMag0®5, consist of 35,720,660 common shares (Nbeem
30, 2004 - 35,720,160) at a stated value of $7,@8®4 - $7,676). The number of common stock option
outstanding as at May 31, 2005 is 983,964, of whi8h,214 are exercisable. In the second quart@005, no
options were granted (year to date - no optionatg), no options were exercised (year to dated-dglions were
exercised) and 1,000 options were forfeited orncelished (year to date - 7,250 options were fadeior
relinquished).

Stock Option Plan

The Company adopted the fair-value based methaatodunting for all its stock-based compensatiomguthe
prospective application transitional alternatiidad compensation cost been determined based daithealue at

the grant date for the awards granted after Decerhp2001, the Company’s net earnings for the guasould
have been reduced by $77 (year to date - $154),tlamdearnings per common share would have remained
unchanged at $0.13 per share for the quarter. @ragato-date basis, earnings per share would bega reduced

by $0.01 to $0.28 per share.

Had compensation been determined based on thesdhie at the grant date for all awards grantedesithe
inception of the incentive stock option plan, thentpany’s net earnings for the quarter would havenlveduced by
$156 and in addition, earnings for prior periodsildchave been reduced by $3,825.

The Company last granted stock options in June 2pf8r to the Company changing its accounting qofor
stock-based compensation on December 1, 2003. résu#t, no stock options have been expensed & dat

6. Foreign Exchange Rate Risk

In order to manage the risk associated with fludbna in foreign exchange rates, the Company héereuh into
foreign exchange forward contracts to sell an aggpee amount of US $18,500 and yen 1,250,000 asagt 34,
2005. These contracts mature at the latest orl 267i2006 at exchange rates varying between Canégkli.1801
and Canadian $1.2910 against the US dollar, andeest Canadian $0.01162 and Canadian $0.01197 agaéns
Japanese yen. As at May 31, 2005, the net unremigains (losses) on the US dollar and yen cotstraere
approximately ($500) and $313, respectively. Redligains on foreign exchange hedge contracts $84r2 during
the quarter (2004 - nil), and $877 for the yeaddte (2004 — nil).

7. Segmented Information
The Company has three reportable segments:

Video Products (Video)Develops and supplies high-performance imageqssing, serial digital transmission and
timing generation components for display and psitesal video/film applications.
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Audio & Wireless Products (Audio)Develops and supplies a wide range of comporfentsse by manufacturers
of analogue and digital signal processing produnctee hearing instrument and other specializecketar

Data Communications Products (DatacompPevelops and supplies high-performance physicatrlagtegrated
circuits for high-speed backplane and high-speeitalgransceiver applications.

Each of the segments above represents strategiteBaaunits that offer products to distinct market$e total of
segment profits and Other reconciles to the easnigjore income tax disclosed in the ConsolidateteSents of
Earnings and Retained Earnings. General and astingtive costs are allocated to the operating satgrieased
upon estimates of usage. The Company has includeckest revenue, corporate research and develdprosts
and foreign exchange gains or losses in the deatetioh of Other segment profit. The Company’s ©O8egment
revenue consists primarily of user specific intégglacircuit products, which are not included withie operating
segment revenue. The total assets in Other inclcagh and cash equivalents, future income taxdscapital
assets not allocated to the operation segments.sighificant accounting policies of the reportaddgments are the
same as those described in Note 1. Substantihity the Company’s assets, operations and empkgee located
in Canada.

Quarter Ended May 31, 2005

Video Audio Datacom Other Total
Segment revenue 25,377 8,275 2,402 213 36,267
Segment profit (loss) 11,558 (3,805) (1,518) 1,136 7,371
Depreciation and amortization 1,258 981 413 --- 2,652
Capital asset additions 1,793 875 1,389 --- 4,057

Goodwill addition --- - - - -

Quarter Ended May 31, 2004

Video Audio Datacom Other Total
Segment revenue 22,502 12,053 1,808 117 36,480
Segment profit (loss) 8,238 (2,057) (932) 355 8,60
Depreciation and amortization 1,221 1,116 263 2,600
Capital asset additions 2,353 829 360 3,542
Goodwill addition --- 2,531 2,531

Six Months Ended May 31, 2005

Video Audio Datacom Other Total
Segment revenue 46,397 18,405 4,204 452 69,458
Segment profit (loss) 19,725 (4,167) (3,177) 2,557 14,938
Depreciation and amortization 2,458 2,170 814 5,442
Capital asset additions 2,137 1,914 1,669 --- 5,720
Goodwill addition --- --- --- ---
Total assets 43,266 53,502 12,777 38,560 148,105
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Six Months Ended May 31, 2004

Video Audio Datacom Other Total
Segment revenue 39,762 22,642 2,746 242 65,392
Segment profit (loss) 14,367 (4,990) (1,974) 1,469 8,872
Depreciation and amortization 2,298 2,349 489 5,136
Capital asset additions 3,047 1,582 379 5,008
Goodwill addition 2,531 2,531
Total assets 41,709 53,948 11,056 29,275 135,988
Geographic revenue is as follows:
Three Months Ended Six Months Ended
2005 2004 2005 2004
United States 12,056 14,360 22,629 24,658
Europe 6,128 5,455 12,015 10,156
Pacific Rim 13,678 11,805 26,418 22,291
Canada 4,405 4,860 8,396 8,287
36,267 36,480 69,458 65,392

Revenue is attributable to countries based upofottaion of customers.

The Company did not have any customers that acedufiat greater then 10% of total revenue duringttitee
months and the six months ended May 31, 2005 (thm@eths ended May 31, 2004 — one customer accotioted
13%, six months ended May 31, 2004 — one custonwumted for 14%). One customer accounted for dP%he
Company’s total accounts receivable as at May 8@5ZMay 31, 2004 - one customer accounted for 19%)

8. Commitments and Contingencies

The Company is committed to future minimum leasgnpents under operating leases for software desigis eind
buildings at May 31, 2005 as follows:

Design Tools Buildings Total

2005 1,368 295 1,663
2006 2,961 188 3,149
2007 324 71 395
2008 and after 125 125
4,653 679 5,332

The estimated amount required to complete autheriapital projects is $2.8 million at May 31, 20@8,which
there are outstanding contractual obligations of $iillion. The majority of these expenditures expected to be
incurred over the next twelve months. The Complaay committed to approximately $11.1 million in ghase
obligations as at May 31, 2005. The purchase atitigs relate primarily to inventory, product demhent and
general operating costs.

Pursuant to a development agreement with ToumazZCtmpany has agreed to make one additional payohéits
$0.3 million once certain milestones have been met.

In the ordinary course of business activities, @menpany may be contingently liable for litigationdaclaims with

customers, suppliers, former employees and thirtigsa Management believes that adequate prodgiane been
recorded in the accounts where required. Althoiigihay not be possible to accurately estimate tktent of

potential costs and losses, if any, managemerg\sithat the ultimate resolution of such conticgenwould not
have a material adverse effect on the financiaitiposof the Company.
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9. Comparative Amounts

Certain of the comparative amounts have been fitas to conform to the presentation adopted i ¢hrrent
year.
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