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Gennum Reports 2005 Third Quarter Results 
 
Burlington, Ontario (September 21, 2005) – Gennum Corporation (TSX: GND) today announced 
financial results for the third quarter of fiscal 2005. 
    
($ millions except per share amounts)    
 2005 % of Revenue 2004 % of Revenue 
Third quarter      
Revenue 36.0  37.0  
Gross margin 25.3 70% 25.0 68% 

Sales, marketing and administration expense 8.4 23% 8.6 23% 
R&D expense (gross) 9.9 27% 12.1 33% 
Net earnings 4.9 14% 4.2 11% 
Net earnings per share (basic) 0.14  0.12  
     
Year to date     
Revenue 105.4  102.4  
Gross margin 74.0 70% 67.6 66% 
Sales, marketing and administration expense 25.7 24% 27.5 27% 
R&D expense (gross) 33.2 32% 32.2 31% 
Net earnings 15.1 14% 10.0 10% 
Net earnings per share (basic) 0.42  0.28  
 
Revenue 
Third quarter revenue at $36.0 million declined slightly from the comparable period in 2004.  The sales 
mix continues to shift towards Video, which represented 71% of total revenue, up from 60% in the 
comparable period last year.  Audio & Wireless revenue declined to 22% (2004 – 31%), and Data 
Communications revenue declined to 7% (2004 – 8%). 
 
Video revenue of $25.5 million for the quarter was 14% higher than the same period last year primarily as 
a result of increased high-definition transport product sales.  We continue to benefit from the conversion 
to high-definition formats in all geographic regions. 
 
Audio & Wireless revenue of $7.8 million for the quarter was 32% lower than the same period a year ago.  
We experienced a 53% decline in digital products revenue as compared to the same period last year, 
despite selling only 17% less units, as a result of continued pricing pressures on our PARAGON® and 
FOUNDATION™ product lines and inventory fluctuations at several key customers.   
 
Data Communications revenue declined to $2.5 million during the quarter compared to $3.1 million a 
year ago.  We continue to see strong revenue from both high-speed XFP optical transceiver clock and data 
recovery (CDR) products and trans-impedance amplifier (TIA) products, which has been offset by 
reduced sales of backplane components in the quarter.  CDR product demand in the quarter exceeded 
available supply. 
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The stronger Canadian dollar, relative to the US dollar and Japanese yen, reduced overall revenue by $2.8 
million in the third 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 30% in the quarter compared to 32% in the 
prior year, as a result of the favourable product mix and a continued focus on manufacturing efficiencies.   
 
Expenses 
During the quarter, sales, marketing and administration expense of $8.4 million was consistent with the 
expense in the same period in the prior year of $8.6 million.   
 
R&D expense decreased 19% to $9.9 million, or 27% of revenue compared to 33% in the third quarter of 
2004.  This decrease was primarily driven by lower expenses related to the fabrication of new computer-
simulated circuit designs into silicon form (“tape-outs”).  Fluctuations in R&D expenditures are expected 
between quarters based on the timing of tape-outs.  
 
Net Earnings 
Net earnings increased to $4.9 million in the third quarter compared to $4.2 million in the same period 
last year.  This 18% increase is the result of the favourable product mix and reduced R&D expenditures, 
offset by foreign exchange losses and higher taxes.    
 
Other Developments 
 

Image Processing Products 
Early this month we announced that LG Electronics selected our GF9350 VXP™ Image Processor for the 
latest version of their 71" Plasma Display Panel.  Anthem/Sonic Frontiers, of the Paradigm Group, 
announced they will use VXP™ technology to bring studio quality video to their D2 surround sound 
processor. 
 
Wireless Headset Products 
In the headset segment, we have sampled final product to both carriers and retailers for their testing and 
acceptance process.  During the quarter, we also worked with our electronic manufacturing service 
partner to set up high volume production in their off-shore facilities.  We are now finalizing commercial 
agreements with both retailers and carriers and expect to see material shipments beginning in the next two 
quarters. 
 
CFO Appointment 
Gordon Currie has joined Gennum as Senior Vice-President, Finance & Administration and Chief 
Financial Officer.   
 
Outlook 
The Video group continues to perform well as our video transport business benefits from the worldwide 
conversion to high-definition television formats.  We believe our investment in display devices and 
customer support in the design of new large widescreen displays has positioned us as the leader in quality 
at the high-end. 
 
In the Data Communications group, 10 Gigabit CDR and TIA unit shipments are at their highest levels to 
date, with continued growth expected as we remove supply constraints.  The introduction of our next 
generation XFP CDRs in the third quarter saw excellent customer responses.  Backplane product sales are 
showing signs of improvement in the fourth quarter over the lower sales levels in the past three quarters. 
 
We believe the prospects for the Audio & Wireless business are more positive than the current revenues 
suggest.  In both segments – devices for the hearing impaired and cell phone headsets – our strategy is 
based on high performance and highly functional devices enabled by a short range, high data rate radio 
link.  The investments we have made in these product streams constitute a significant shift in strategy.  
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We believe that growth can only be achieved by adding unique value for our customers, based on the 
expertise we have developed to achieve high fidelity acoustic performance. 
 
In summary, we expect to see improvement in consolidated sales and earnings for 2005 over 2004, and 
continue to receive very positive indications from customers in each of our new market areas. 
 
Dividend 
Gennum’s Board of Directors has declared a regular cash dividend of 3 cents per share to be paid on  
October 19, 2005 to shareholders of record on October 5, 2005. 
 
 

Management will hold a conference call to discuss third quarter results on Thursday, September 22, 2005 
at 9 a.m. (ET).  To access the call, participants should dial 1-888-571-5411.  The conference call will also 
be Webcast live at www.gennum.com or www.newswire.ca/webcast and subsequently archived on the 
Gennum site.  A rebroadcast of the call will be available until midnight on September 29, 2005.  To 
access the rebroadcast, dial 416-640-1917  and enter the passcode 21135113#. 
 
 
 

Gennum Corporation is a leading producer of hybrid and silicon integrated circuits (ICs), electrical 
components and sub-systems for the video and audio markets, and a new provider to the data 
communications markets.  We have offices in Burlington and Ottawa, Canada, and subsidiaries in Japan 
and the United Kingdom.  Gennum (TSX:GND) has operated since 1973 and our shares have been listed 
on the Toronto Stock Exchange since 1982. 
 
This document may contain forward-looking statements relating to our operations or to the environment in which 
we operate, and our strategy, litigation and investments, which may involve estimates, forecasts and projections.  
These statements are not guarantees of future performance and involve risks and uncertainties that are difficult to 
predict, and/or are beyond our control.   A number of important factors could cause actual outcomes and results to 
differ materially from those expressed in these forward-looking statements.  These factors include those set forth in 
this report and other public filings.  Consequently, readers should not place any undue reliance on such forward-
looking statements.  In addition, these forward-looking statements relate to the date on which they are made.   
 
We disclaim any intention or obligation to update or revise any forward-looking statements, whether as a result of 
new information, future events or otherwise. 
 
For more information, please contact: 
 
Gordon Currie 
Senior Vice-President, Finance & Administration and Chief Financial Officer 
Gennum Corporation 
Tel:  905-632-2996 
Fax: 905-632-0966 
 

Ian McWalter, President and Chief Executive Officer 
Gennum Corporation 
Tel:  905-632-2996 
Fax: 905-632-2055 
Web site:  www.gennum.com 
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2005 THIRD QUARTER MANAGEMENT’S DISCUSSION AND ANALYSIS  
 
Caution about forward-looking statements 
 
This document may contain forward-looking statements relating to our operations or to the environment 
in which we operate and our strategy, litigation and investments, which may involve estimates, forecasts 
and projections.  These statements are not guarantees of future performance and involve risks and 
uncertainties that are difficult to predict and/or are beyond our control.  A number of important factors 
could cause actual outcomes and results to differ materially from those expressed in these forward-
looking statements.  These factors include those set forth in this report and other public filings.  
Consequently, readers should not place any undue reliance on such forward-looking statements.  In 
addition, these forward-looking statements relate to the date on which they are made. 
 
We disclaim any intention or obligation to update or revise any forward-looking statements, whether as a 
result of new information, future events or otherwise. 
 
The following discussion and analysis is intended to provide readers with an assessment of our 
performance for the third quarter of 2005 and the first nine months of 2005 together with the comparable 
periods in the prior year, as well as our financial position and future prospects.  It should be read in 
conjunction with the Company’s unaudited consolidated financial statements for the third quarter of fiscal 
2005 and 2004 and related MD&A, and the fiscal 2004 and 2003 audited consolidated financial 
statements, accompanying notes and MD&A contained in our 2004 annual report, which have been 
prepared in accordance with Canadian Generally Accepted Accounting Principles.  Our public disclosure 
documents, including our historical financial statements and our annual information form, can be viewed 
at www.sedar.com.   
 
In this discussion and analysis, “we”, “our” and similar references include Gennum Corporation and its 
subsidiaries.  All amounts are in Canadian dollars. 
 
RESULTS OF OPERATIONS 
 
Revenue 
(in millions of dollars) 
 Three Months Ended Aug. 31  Nine Months Ended Aug. 31 
 2005 2004 % change  2005 2004 % change 

Video 25.5 22.3 14  71.9 62.1 16 
Audio & Wireless 7.8 11.4 (32)  26.2 34.1 (23) 
Data Communications 2.5 3.1 (20)  6.7 5.8          14 
Other 0.2 0.2 n/m  0.6 0.4 n/m 
 
Total Revenue 

 
36.0 

 
37.0 

 
(3) 

  
105.4 

 
102.4 

 
3 

 
Video revenue was $25.5 million in the third quarter of 2005, an increase of 14% over 2004.  Revenue 
from high-definition and image processing products increased by 32% and 37% respectively, while 
revenue from standard-definition and analogue products declined.   
 
We believe broadcasters worldwide are continuing to upgrade their studios to accommodate digital and 
high-definition television (HDTV) standards.  Sales into the HD-SDI market represented 67% of total 
Video revenue in the third quarter (2004 – 58%). 
 
Video revenue of $71.9 million in the first nine months of the year increased by 16% from the prior year, 
with growth in revenue from high-definition products, particularly in North America and Japan.  Sales 
into the HD-SDI market represented 63% of total Video revenue in the first nine months of the year (2004 
– 57%).   
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In the third quarter of 2005, 55% of Video revenue came from US dollar sales (2004 – 55%) and 38% 
came from sales in Japanese yen (2004 – 40%).  During the first nine months of 2005, 55% of Video 
revenue came from US dollar sales (2004 – 54%) and 39% came from sales in Japanese yen (2004 – 
40%).  The foreign exchange impact of a stronger Canadian dollar, relative to the US dollar and Japanese 
yen, decreased Video revenue by $2.2 million in the third quarter of 2005 compared to the same period in 
2004.  Year to date, the impact was a decrease of $4.3 million versus the prior year. 
 
Video represented 71% of Gennum’s total revenue in the third quarter of 2005 (2004 – 60%) with sales 
into the HD-SDI market representing 47% of total company revenue over this period (2004 – 35%).  For 
the first nine months of the year, Video represented 68% of total revenue (2004 – 61%).  
 
Audio & Wireless revenue declined by 32% to $7.8 million in the third quarter of 2005, and 23% to 
$26.2 million in the first nine months of 2005 when compared to the same period in the prior year.   
 
Digital revenue in the quarter was lower than the prior year by 53% primarily as a result of lower sales of 
our PARAGON® product line.  PARAGON has been shipping since the beginning of 2002 and has 
entered the mature product phase of its life cycle.  We have experienced continued pricing pressures on 
our PARAGON and FOUNDATION™ product lines and inventory fluctuations at several key customers.  
We anticipate that FOUNDATION will continue to grow as the price is reduced and we focus on 
reducing manufacturing costs.  We have now launched VENTURE™, a preconfigured version of our 
VOYAGEUR™ open platform DSP.  We expect that in the future digital revenue will come primarily 
from our new product lines, as well as FOUNDATION. 
 
In the third quarter of 2005, 45% of Audio & Wireless revenue came from US dollar sales (2004 – 69%).  
During the first nine months of 2005, 54% of Audio & Wireless revenue came from US dollar sales (2004 
– 66%).  The foreign exchange impact of a stronger Canadian dollar, relative to the US dollar and 
Japanese yen, decreased Audio revenue by $0.3 million in the third quarter of 2005 compared to the same 
period in 2004.  Year to date, the impact was a decrease of $1.0 million versus the prior year. 
 
Audio & Wireless revenue represented 22% of total revenue in the third quarter of 2005, compared with 
31% in the third quarter of 2004.  For the first nine months of the year, Audio & Wireless represented 
25% of total revenue (2004 – 33%).   
 
Data Communications revenue decreased to $2.5 million in the third quarter of 2005, compared to $3.1 
million in 2004, due to reduced sales of backplane components.  This reduction was partially offset by 
increased revenue from the high-speed (10 Gigabit) optical transceiver clock and data recovery (CDR) 
and trans-impedance amplifier (TIA) products.   
 
We are continuing to see strong activity in the 10 Gigabit market, both for XFP optical transceivers (into 
which we sell CDRs and TIAs) and for other types of 10 Gigabit optical transceivers (into which we sell 
TIAs).  We believe we have a strong position in these markets. 
 
Data Communications revenue of $6.7 million in the first nine months of the year increased by 14% from 
the prior year, due to increased sales of optical transceiver products. 
 
In the third quarter of 2005, 71% of Data Communications revenue came from US dollar sales (2004 – 
96%) while 29% came from sales in Japanese yen (2004 – 4%).  During the first nine months of 2005, 
75% of revenue came from US dollar sales (2004 – 97%) and 25% came from sales in Japanese yen 
(2004 – 3%).  The foreign exchange impact of a stronger Canadian dollar, relative to the US dollar and 
Japanese yen, decreased Data Communications revenue by $0.2 million in the third quarter of 2005 
compared to the same period in 2004.  Year to date, the impact was a decrease of $0.5 million versus the 
prior year. 
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Data Communications revenue represented 7% of total revenue in the third quarter of 2005, compared 
with 8% in the third quarter of 2004.  For the first nine months of the year, Data Communications 
represented 6% of total revenue, unchanged from the same period in 2004. 
 
Other revenue was $0.2 million in the third quarter of 2005 (year to date – $0.7 million) compared to 
$0.2 million in 2004 (year to date – $0.4 million).  This revenue consists primarily of legacy user specific 
IC products outside of our core markets. 
 
Geographic Revenue 
Consolidated revenue declined 21% in North America in the third quarter of 2005 compared to the same 
period in 2004, while Pacific Rim revenue increased by 5% and European revenue increased by 53%.  
These results may be distorted by the fact that purchasing decisions by our customers can originate in a 
different region than the product destination. 
 
Cost of goods sold 
(in millions of dollars) 
 
 Three Months Ended Aug. 31    Nine Months Ended Aug. 31 
 2005 2004 % change  2005 2004 % change 

Cost of goods sold 10.6 12.0 (11)  31.4 34.7 (10) 

 
Percentage of revenue 30 32   30 34  

 
In the third quarter of 2005, cost of goods sold as a percentage of revenue declined to 30% from 32% in 
2004, primarily as a result of a favourable sales mix of more video products as well as continuing 
manufacturing efficiencies.  For the first nine months of the year, cost of goods sold as a percentage of 
revenue declined to 30% from 34% in 2004.  
 
Sales, marketing and administration expense 
(in millions of dollars) 
 
 Three Months Ended Aug. 31  Nine Months Ended Aug. 31 
 2005 2004 % change  2005 2004 % change 

Sales, marketing and  
   administration expense 8.4 8.6 (3)  25.7 27.5 (7) 

 
Percentage of revenue 23 23   24 27  

 
Sales, marketing and administration expenditures were $8.4 million in the third quarter of 2005, down 
$0.2 million from the same period in the prior year.  For the first nine months of the year, sales, marketing 
and administration expenditures were $25.7 million, down $1.8 million from the same period in the prior 
year, as we incurred expenses in 2004 associated with patent litigation that did not recur in 2005. 
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Research and development (R&D) expense 
(in millions of dollars) 
 
 Three Months Ended Aug. 31  Nine Months Ended Aug. 31 
 2005 2004 % change  2005 2004 % change 

R&D expense (gross) 9.9 12.1 (19)  33.2 32.2 3 

 
Percentage of revenue 27 

 
33   32 

 
31  

 
In the third quarter, R&D investment decreased both in absolute terms and as a percentage of revenue.  
During the quarter, R&D spending of $9.9 million was 27% of revenue compared to 33% in the same 
period in the prior year.  Year to date, R&D spending is $33.2 million, representing an increase of 3% 
over the same period in the prior year. 
  
The decrease in the third quarter is primarily driven by lower expenses related to the fabrication of new 
computer-simulated circuit designs into silicon form (“tape-outs”), which were $1.8 million higher in the 
third quarter of 2004.  Fluctuations in R&D expenditures are expected between quarters based on the 
timing of tape-outs.  In addition, accruals associated with our incentive based compensation plan were 
$0.3 million lower this quarter compared to the same period in the prior year.  The run rate on R&D 
spending, when the timing impact of tape-outs and the incentive based compensation are excluded, has 
been fairly uniform over the last six quarters.    
 
During the third quarter, 46% of R&D was spent on the Video business (2004 – 45%), 27% on Audio & 
Wireless (2004 – 33%), 22% on Data Communications (2004 – 18%).   
 
R&D efforts in Video are primarily focussed on our new VISUAL EXCELLENCE PROCESSING™ 
(VXP™) image processing product line, enhancements of our transport products for better HD 
performance, and the interfaces, software and algorithms necessary for superior video systems 
performance.  In Audio & Wireless, R&D efforts are focused on the ultra low-power wireless platform we 
expect to introduce to the hearing instrument market later this year.  In Data Communications, R&D 
efforts are focused on developing additional products for the optical transceiver space. 
 
Other income 
(in millions of dollars) 
 
 Three Months Ended Aug. 31  Nine Months Ended Aug. 31 
 2005 2004 % change  2005 2004 % change 

Other income (1.4) (0.3) 444  0.7 0.9 (17) 

 
Percentage of revenue (4) (1)   1 1  

 
Other income primarily consists of foreign exchange gains and losses.  During the third quarter of 2005, 
we generated foreign exchange hedging gains of $0.2 million (year to date – $1.1 million), in addition to a 
translation loss of $1.3 million (year to date – $0.1 million).  During the third quarter of 2004 there was a 
foreign exchange hedging gain of $0.3 million (year to date – $0.7 million) and a translation loss of $0.4 
million (2004 year to date – $0.4 million gain).  
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Income taxes 
(in millions of dollars) 
 
 Three Months Ended Aug. 31  Nine Months Ended Aug. 31 
 2005 2004 % change  2005 2004 % change 

Income taxes 2.8 2.2 29  7.6 5.2 44 

 
Income taxes represent 36.6% of earnings before taxes during the quarter, an increase over the prior 
quarters due to nonrecurring, non-deductible expenses related to the final settlement of a transfer pricing 
arrangement in the quarter, and 33.4% for the year to date. 
 
Net earnings 
(in millions of dollars except EPS) 
 
 Three Months Ended Aug. 31  Nine Months Ended Aug. 31 
 2005 2004 % change  2005 2004 % change 

Net earnings 4.9 4.2 18  15.1 10.0 51 

Net earnings as % of revenue 14 11   14 10  

Earnings per share  
     (basic and diluted) 0.14 0.12   0.42 0.28  

 
The increase in net earnings for the quarter as compared to the same period in the prior year is primarily a 
result of a favourable sales mix, and lower R&D expenditures offset by foreign exchange losses and 
higher taxes.  The increase in net earnings year to date compared to the prior year is primarily due to a 
favourable sales mix and nonrecurring legal and co-development expenditures, offset by higher R&D 
expenditures.    
 
SELECTED CONSOLIDATED FINANCIAL INFORMATION 
(in millions of dollars except EPS) 
 

 
Quarter 

  
Revenue 

 
Net earnings 

Earnings per share 
(basic and diluted) 

     

Q4, 2003  32.5 4.6 0.13 

Q1, 2004  28.9 2.2 0.06 

Q2  36.5 3.7 0.10 

Q3  37.0 4.2 0.12 

Q4  34.4 3.5 0.10 

Q1, 2005  33.2 5.4 0.15 

Q2  36.3 4.8 0.13 

Q3  36.0 4.9 0.14 
 
Revenue and earnings fluctuate on a quarterly basis due to a wide variety of factors.  Sales can vary 
significantly each quarter, depending on the timing of purchasing decisions by customers.  As well, cost 
of goods sold as a percentage of sales can vary significantly from quarter to quarter based on the sales 
mix.  In addition, expenditures to fabricate new computer-simulated circuit designs into silicon form, 
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legal expenditures, accruals on incentive 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 August 31, 2005 were $30.4 million, up $2.4 million from the end 
of fiscal 2004.  In the first nine months of the year, we generated cash flow of $13.6 million from 
operations after funding $4.0 million for the 2004 employee incentive plans and $1.4 million owed under 
our deferred profit sharing plan.  Additional cash was also used to fund increased levels of non-cash 
working capital, the acquisition of capital assets and the payment of dividends. 
 
Accounts receivable 
At August 31, 2005, accounts receivable balances were $20.4 million, compared to $17.0 million as at 
year-end.  This increase is primarily a result of the increased aging of certain receivables and longer credit 
terms to certain strategic partners related to new product introductions in the Audio & Wireless business 
unit.   
 
No material write-offs occurred in the third quarter of 2005 or in the comparable prior period. 
 
Inventories 
Inventories were $29.5 million at August 31, 2005, up 13% from $26.2 million at the end of fiscal 2004, 
as we continued to expand our product offerings and increased production of new products in all three 
business groups. 
 
Accounts payable and accrued liabilities  
Accounts payable and accrued liabilities at August 31, 2005 declined 6% to $13.1 million compared to 
$13.9 million at the end of the prior year.  The accrual at the end of the third quarter for the incentive 
compensation plan is only for three quarters of the year versus a full year accrual at year-end.  This 
reduction has been partially offset by additional amounts owing on capital expenditures for the purchase 
of test and manufacturing equipment. 
 
Capital expenditures 
Capital expenditures increased to $7.7 million in the first nine months of 2005 from $6.8 million in 2004.  
Capital expenditures to date consist primarily of new manufacturing equipment utilized in the 
development of our new products.   
 
We have capital commitments at August 31, 2005 of $1.9 million, the majority of which are the 
remaining progress payments of $1.1 million on a large manufacturing tool purchase commitment 
expected to occur within the fiscal year.  
 
Dividends 
In the nine months ended August 31, 2005, we paid dividends totaling $3.2 million, or $0.09 a share, the 
same dividend as paid in the prior year. 
 
Derivative financial instruments 
Our policy on derivative financial instruments has not changed since year end and can be found in our 
2004 annual MD&A. 
 
In order to manage the risk associated with fluctuations in foreign exchange rates, we have entered into 
foreign exchange forward contracts to sell an aggregate amount of US $19.0 million and Japanese yen 1.4 
billion as at August 31, 2005.  These contracts mature at the latest on August 24, 2006, at exchange rates 
varying between Canadian $1.1801 and Canadian $1.2473 against the US dollar, and between Canadian 
$0.01083 and Canadian $0.01197 against the Japanese yen.  As at August 31, 2005, the net unrecognized 
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gains on the US dollar contracts were approximately $0.5 million and on the Japanese yen contracts 
approximately $1.1 million.  Realized gains on foreign exchange hedge contracts were $0.2 million 
during the quarter, and $1.1 million year to date (2004 – $0.3 million and $0.7 million respectively). 
 
OTHER DEVELOPMENTS 
 
Litigation and Claims 
As previously disclosed, we are the subject of a patent infringement claim in the US courts.  This claim 
relates to a limited number of non-core Gennum products.  The plaintiff, Technology Licensing 
Corporation (TLC), was granted a stay of the trial in order to appeal a ruling by the Court that a right of 
trial by jury no longer exists.  In early September 2005, the appeal was denied.  A hearing to determine 
the schedule for trial will be held at the end of September.  It is anticipated that we will continue to incur 
legal costs until this matter is resolved.  Management continues to believe TLC’s claims are without 
merit.  No significant legal costs were incurred during the quarter in relation to this matter. 
 
In the ordinary course of business activities, the Company may become involved in litigation or claims 
with customers, suppliers, former employees and third parties.  Except where considered material to 
shareholders, management will not comment on litigation or disputes.   
 
CONTRACTUAL OBLIGATIONS  
 
(in millions of dollars) 
  Payments Due by Period 

       Total Less than 1 year  1-3 years 4-5 years 

Operating leases 5.5 3.5 1.5 0.5 
Purchase obligations (1) 9.6 9.4 0.2 - 
Capital commitments 1.1 1.1 - - 
 
Total contractual 
obligations 16.2 14.0 1.7 0.5 

 
(1) Agreements to purchase goods or services that are enforceable and legally binding and that specify all significant 
terms, including fixed or minimum quantities to be purchased; fixed or variable price provisions; and the 
approximate timing of the transaction.  The purchase obligations relate primarily to inventory, product development 
and general operating costs. 
 
Pursuant to a development agreement with Toumaz, we have agreed to make 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 that could significantly affect our financial 
condition and performance.  As we grow and enter new markets, these risks increase.  At the same time, 
by diversifying revenue streams across additional product areas, we believe we can mitigate the risk 
associated with any difficulties encountered in any one product line or market.  There have been no 
significant changes during the quarter with regards to our key risks, a discussion on which can be found in 
our 2004 annual MD&A.   
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RELATED PARTY TRANSACTIONS 
 
In the normal course of business, we may enter into transactions with related parties.  These transactions 
occur under market terms consistent with the terms of transactions with unrelated arms-length third 
parties.  Year to date, we accrued interest of $0.2 million on a loan to Toumaz, in which we have a 12.4% 
equity investment.  The receivable under the loan to Toumaz was $1.3 million as at August 31, 2005.   
 
Our President and CEO, Dr. Ian McWalter, serves as our nominee on the Board 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 presented in Note 1 to our 2004 consolidated financial 
statements.  No new accounting policies were adopted during the quarter.  Certain of our accounting 
policies are critical to understanding the results of operations and financial condition of Gennum.  These 
critical accounting policies require us to make certain judgments and estimates, some of which may relate 
to matters that are uncertain.  For a description of the judgments and estimates involved in the application 
of critical accounting policies and assumptions made, refer to our 2004 Annual Report.  
 
In the fourth quarter, we expect to adopt an expanded revenue recognition accounting policy that will 
incorporate sales of our wireless headset products to retailers, distributors and other parties.  
 
COMMON SHARES OUTSTANDING 
 
At September 20, 2005, there were 35,777,160 common shares of Gennum outstanding. 
 
OUTLOOK 
 
Gennum’s Video Transport products continue to do well as studios and broadcast stations convert to 
HDTV formats worldwide.  In the quarter, we confirmed our technical leadership with the first 3Gb/s 
interfaces for next generation progressive HD applications, and with a new family of very low power and 
low cost products for SD applications.  We believe Transport products will continue to be an excellent 
business area for several years to come. 
 
We believe our VXP™ Image Processors are considered the industry quality leaders.  We are actively 
supporting approximately three dozen companies as they design these processors into their next 
generation projectors, flat panels, televisions and broadcast equipment.  Higher end products are in the 
process of being introduced.  In addition, customers are now starting to move our technology into their 
higher volume products. 
 
The XFP market appears to be ramping quickly with our 10G CDR and TIA unit shipments at their 
highest levels so far, and continuing to grow.  Unit sales in the third quarter were 50% higher than last 
year.  As we remove supply constraints we expect unit shipments in the fourth quarter of 2005 to be a 
further 50% higher than the previous quarter.  In the third quarter, we introduced our next generation XFP 
CDRs to universally excellent customer response.  These CDRs offer additional features and substantially 
improved performance over our current industry leading CDRs and we believe they will increase our 
competitive advantage.  In the quarter, we also delivered prototypes of an innovative TIA device which 
we believe could offer significant improvements over existing solutions.  These prototypes are operating 
well in a system environment. 
 
While backplane product sales are currently at lower levels than last year, we are seeing signs of 
improvement in the fourth quarter. 
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We believe the prospects for the Audio & Wireless business are more positive than the current revenues 
suggest.  In both segments – devices for the hearing impaired and cell phone headsets – our strategy is 
based on high performance and highly functional devices enabled by a short range, high data rate radio 
link.  The investments we have made in these product streams constitute a significant shift in strategy.  
We believe that growth can only be achieved by adding unique value for our customers, based on the 
expertise we have developed to achieve high fidelity acoustic performance. 
 
In the headset segment, we have sampled final product to both carriers and retailers for their testing and 
acceptance process.  During the quarter, we also worked with our electronic manufacturing service 
partner to set up high volume production in their off-shore facilities.  We are now finalizing commercial 
agreements with both retailers and carriers and expect to see material sales beginning in the next two 
quarters. 
 
For the hearing impaired market we are currently evaluating the production version of our new 
FALCON™ wireless IC and will demonstrate its capabilities during the fourth quarter.  Hearing 
instrument original equipment manufacturers have indicated strong interest in this product.  We have also 
seen interest from the personal audio player market. 
 
In summary, we expect to see improvement in consolidated sales and earnings for 2005 over 2004, and 
continue to receive very positive indications from customers in each of our new market areas. 
 
September 21, 2005   
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Gennum Corporation 
 

CONSOLIDATED BALANCE SHEETS  
 
(Canadian dollars, amounts in thousands) 
As at August 31, 2005 and November 30, 2004 
     

   

August 31, 
2005 

(unaudited) 

November 30, 
2004 

(audited) 
     
ASSETS     
Current     
Cash and cash equivalents  30,419  28,044  
Accounts receivable  20,435  16,986  
Inventories  29,548  26,174  
Prepaid expenses and other assets  2,659  2,588  
Loan receivable (note 2)  1,263  1,155  
Future income taxes  9,672  7,450  
      
Total current assets  93,996  82,397  
      
Capital assets, net  49,093  48,635  
Long-term investment (note 2)  1,667  1,933  
Intangible assets, net (note 4)  3,691  3,831  
Goodwill (note 4)  2,531  2,531  
Future income taxes  633  961  
      

   151,611  140,288  
    
LIABILITIES AND SHAREHOLDERS' EQUITY    
Current    
Accounts payable and accrued liabilities  13,107  13,902  
Income taxes payable  1,313  1,382  
Future income taxes  3,827  3,289  
      
Total current liabilities  18,247  18,573  
      
Future income taxes  20  19  
      
Shareholders' equity      
Capital stock (note 5)  8,353  7,676  
Deferred compensation   (960)  (1,029)  
Retained earnings  128,577  116,666  
Cumulative translation adjustment  (2,626)  (1,617)  
      
Total shareholders' equity  133,344  121,696  
      
   151,611  140,288  
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Gennum Corporation 
 

CONSOLIDATED STATEMENTS OF EARNINGS  
AND RETAINED EARNINGS (unaudited) 
 
(Canadian dollars, amounts in thousands except per share data) 
 
     

         Three Months Ended          Nine Months Ended 
             August 31            August 31 
     

  2005 2004 2005 2004 

     

Revenue (note 7) 35,951 36,977 105,409 102,369 
Cost of goods sold 10,624 11,961 31,407 34,743 

Gross margin 25,327 25,016 74,002 67,626 
     
Sales, marketing and administration expense 8,411 8,637 25,664 27,476 
Research and development expense 9,872 12,122 33,242 32,242 
     Less government assistance (1,983) (2,430) (6,543) (6,333) 
     
  16,300 18,329 52,363 53,385 
     
Earnings from operations 9,027 6,687 21,639 14,241 
Investment income 181 73 459 313 
Other income (expense) (1,377) (253) 741 889 
Share of loss in equity investment (note 2) (65) (144) (135) (208) 
     
Earnings before income taxes 7,766 6,363 22,704 15,235 
Provision for income taxes 2,841 2,198 7,578 5,249 
    
Net earnings for the period 4,925 4,165 15,126 9,986 
     
Retained earnings, beginning of period 124,724 111,142 116,666 107,463 
Dividends (1,072) (1,071) (3,215) (3,213) 
     

Retained earnings, end of period 128,577 114,236 128,577 114,236  
     
Earnings per share     
Basic $ 0.14 $ 0.12 $ 0.42 $ 0.28 
Diluted $ 0.14 $ 0.12 $ 0.42 $ 0.28 
     

Dividends declared per share $ 0.03 $ 0.03 $ 0.09 $ 0.09 
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Gennum Corporation 
 

CONSOLIDATED STATEMENTS OF CASH FLOWS (unaudited)  
 
(Canadian dollars, amounts in thousands) 
 
         Three Months Ended          Nine Months Ended 
             August 31            August 31 
     

  2005 2004 2005 2004 

     
OPERATING ACTIVITIES     
Net earnings for the period 4,925 4,165 15,126 9,986 
Items not affecting cash     
     Depreciation and amortization 2,623 2,815 8,065 7,951 
     Deferred compensation 68 55 262 153 
     Future income taxes (309) --- (1,388) (3) 
     Share of loss in equity investment (note 2) 65 144 135 208 
     
 7,372 7,179 22,200 18,295 
Net change in non-cash working capital     
     balances related to operations (3,016) (1,038) (8,574) (7,823) 
     
Cash provided by operating activities 4,356 6,141 13,626 10,472 
     
INVESTING ACTIVITIES     
Purchase of capital assets (2,014) (1,795) (7,734) (6,803) 
Payment of license fees (126) (461) (676) (769) 
Long-term investment (note 2) --- --- --- (2,497) 
Acquisition (note 3) --- (140) --- (4,938) 
     
Cash used in investing activities (2,140) (2,396) (8,410) (15,007) 
     

FINANCING ACTIVITIES     
Stock options exercised 671 127 677 251 
Dividends paid (1,072) (1,071) (3,215) (3,213) 
     
Cash used in financing activities (401) (944) (2,538) (2,962) 
     

Effect of exchange rate changes on cash and     
     cash equivalents (288) (96) (303) 302 
     
Net increase (decrease) in cash and cash     
     equivalents during the period 1,527 2,705 2,375 (7,195) 
Cash and cash equivalents, beginning      
     of the period 28,892 24,369 28,044 34,269 
    

Cash and cash equivalents, end of the period 30,419 27,074 30,419 27,074 
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GENNUM CORPORATION 
 
Notes To Consolidated Financial Statements 
(Canadian dollars, amounts in thousands except share and per share data) 
 
 
1.  Accounting Policies 
 
The accompanying unaudited consolidated financial statements have been prepared by the Company in accordance 
with Canadian Generally Accepted Accounting Principles (GAAP) on a basis consistent with those followed in the 
most recent audited financial statements.  These unaudited consolidated financial statements do not include all the 
information and footnotes required by GAAP for annual financial statements and therefore should be read in 
conjunction with the audited consolidated financial statements and notes included in the Company’s Annual Report 
for the year ended November 30, 2004. 
 
2.  Loan Receivable and Long-Term Investment 
 
During 2004, the Company paid $2,497 (£1,000) to acquire a 12.4% equity interest in Toumaz Technology Limited 
(Toumaz), a U.K.-based designer of ultra low-power advanced mixed signal systems.  The Company has accounted 
for this investment using the equity method.  The investment is recorded in Canadian dollars and reflects both our 
proportionate share of the gain/loss of Toumaz and the impact of foreign exchange fluctuations on a quarterly basis.   
 
The Company’s funding of product development work by Toumaz represented one of the largest sources of revenue 
for Toumaz in 2004 ($666) (2005 – $244).  The Company expects to continue to be a large source of revenue for 
Toumaz.  In addition, the Company and Toumaz have a cross-royalty arrangement which will provide each party 
with 5% of the net sales price for certain products sold by the other.  No products have been sold to date.  Toumaz 
has agreed not to compete with the Company for a minimum of five years, in certain fields. 
 
As at August 31, 2005, the Company has a $1,263 loan receivable from Toumaz, which includes $187 of accrued 
interest and is convertible into shares of Toumaz at the Company’s option.  The loan is due in October 2005, bears 
interest at 20%, compounding monthly, and is secured by intellectual property.   
 
3.  Acquisition 
 
On May 7, 2004, the Company purchased SiGe Semiconductor Inc.’s LIGHTCHARGER™ optical networking 
business for cash consideration of $5,140 (US $3,750).  Acquisition costs were $140.  This investment complements 
the Company’s existing optical transceiver products and capabilities included in the data communications segment.     
 
The acquisition was accounted for under the purchase method and the respective operating results have been 
included in the Company’s operating results from the acquisition date.  The purchase price allocation was assigned 
to the net identifiable assets acquired based on their fair 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 acquisition described in Note 3. 
 
 



18 

 
 
(ii) Intangible Assets 
                   
 August 31 November 30 
 2005 2004 

Licence fees 3,372 2,696 
Order backlog 341 341 
Technology intangibles 2,221 2,221 
 5,934 5,258 
Less accumulated amortization (2,243) (1,427) 
 3,691 3,831 
 
Licence fees are amortized using the straight-line method over the estimated useful lives ranging from three to five 
years. 
 
Order backlog and technology intangibles represent those intangible assets resulting from the acquisition as 
described in Note 3.  Order backlog was fully amortized as of February 28, 2005.  Technology intangibles are 
amortized using the straight-line method over the estimated useful lives of seven years.   
 
5.  Capital Stock 
 
The issued common shares of the Company as at August 31, 2005, consist of 35,777,160 common shares 
(November 30, 2004 – 35,720,160) at a stated value of $8,353 (2004 – $7,676).  The number of common stock 
options outstanding as at August 31, 2005 is 905,714, of which 664,464 are exercisable.  In the third quarter of 
2005, no options were granted (year to date – no options granted), 56,500 options were exercised (year to date – 
57,000 options were exercised) and 21,750 options were forfeited or relinquished (year to date – 29,000 options 
were forfeited or relinquished).  
 
Stock Option Plan 
 
The Company adopted the fair-value based method of accounting for all its stock-based compensation, using the 
prospective application transitional alternative.  Had compensation cost been determined based on the fair value at 
the grant date for the awards granted after December 1, 2001, the Company’s net earnings for the quarter would 
have been reduced by $72 (year to date – $216), and the earnings per common share would have remained 
unchanged at $0.14 per share for the quarter and $0.42 for the year to date.   
 
Had compensation been determined based on the fair value at the grant date for all awards granted since the 
inception of the incentive stock option plan, the Company’s net earnings for the quarter would have been reduced by 
$142 and in addition, earnings for prior periods would have been reduced by $3,674. 
 
The Company last granted stock options in June 2003, prior to the Company changing its accounting policy for 
stock-based compensation on December 1, 2003.  As a result, no stock options have been expensed to date. 
 
6.  Foreign Exchange Rate Risk 
 
The Company manages the risk associated with fluctuations in foreign exchange rates through foreign exchange 
forward contracts.  As at August 31, 2005, the Company has foreign exchange forward contracts to sell an aggregate 
amount of US $19,000 and yen 1,400,000.  These contracts mature at the latest on August 24, 2006 at exchange 
rates varying between Canadian $1.1801 and Canadian $1.2473 against the US dollar, and between Canadian 
$0.01083 and Canadian $0.01197 against the Japanese yen.  As at August 31, 2005, the net unrecognized gains 
(losses) on the US dollar and yen contracts were approximately $536 and $1,082 respectively.  Realized gains on 
foreign exchange hedge contracts were $180 during the quarter (2004 – 321), and $1,059 for the year to date (2004 
– 659). 
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7.  Segmented Information 
 
The Company has three reportable segments: 
 
Video Products (Video):  Develops and supplies high-performance image processing, serial digital transmission and 
timing generation components for display and professional video/film applications. 
 
Audio & Wireless Products (Audio):  Develops and supplies a wide range of components for use by manufacturers 
of analogue and digital signal processing products in the hearing instrument and other specialized markets.   
 
Data Communications Products (Datacom):  Develops and supplies high-performance physical layer integrated 
circuits for high-speed optical transceiver and high-speed backplane applications.  
 
Each of the segments above represents strategic business units that offer products to distinct markets.  The total of 
segment profits and Other reconciles to the earnings before income tax disclosed in the Consolidated Statements of 
Earnings and Retained Earnings.  General and administrative costs are allocated to the operating segments based 
upon estimates of usage.  The Company has included interest revenue, corporate research and development costs 
and foreign exchange gains or losses in the determination of Other segment profit.  The Company’s Other segment 
revenue consists primarily of user specific integrated circuit products, which are not included within the operating 
segment revenue.  The total assets in Other include: cash and cash equivalents, future income taxes and capital 
assets not allocated to the operation segments.  The significant accounting policies of the reportable segments are the 
same as those described in Note 1.  Substantially all of the Company’s assets, operations and employees are located 
in Canada. 
 

Quarter Ended August 31, 2005 
 
 Video  Audio  Datacom  Other  Total  

      
Segment revenue 25,470 7,791 2,460 230 35,951 

Segment profit (loss) 12,417 (2,546) (1,009) (1,096) 7,766 

Depreciation and amortization 1,233 987 403 --- 2,623 

Capital asset additions 186 1,613 215 --- 2,014 

 
Quarter Ended August 31, 2004 

 
 Video  Audio  Datacom  Other  Total  

      
Segment revenue 22,287 11,406 3,083 201 36,977 

Segment profit (loss)  8,631 (1,855) (300) (113) 6,363 

Depreciation and amortization 1,102 1,188 525 --- 2,815 

Capital asset additions 323 861 611 --- 1,795 

  
Nine Months Ended August 31, 2005 

 
 Video  Audio  Datacom  Other  Total  

      
Segment revenue 71,867 26,196 6,664 682 105,409 

Segment profit (loss) 32,142 (6,713) (4,186) 1,461 22,704 

Depreciation and amortization 3,691 3,157 1,217 --- 8,065 

Capital asset additions 2,323 3,527 1,884 --- 7,734 

Total assets 43,638 54,434 12,694 40,845 151,611 
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Nine Months Ended August 31, 2004 

 
 Video  Audio  Datacom  Other  Total  

      
Segment revenue 62,049 34,047 5,830 433 102,369 

Segment profit (loss)  22,998 (6,846) (2,274) 1,357 15,235 

Depreciation and amortization 3,400 3,537 1,014 --- 7,951 

Capital asset additions 3,370 2,443 990 --- 6,803 

Long-term investment --- 2,497 --- --- 2,497 

Goodwill addition --- --- 2,792 --- 2,792 

Total assets 41,054 52,223 10,466 32,468 136,211 

 
Geographic revenue is as follows: 
 
 Three Months Ended  Nine Months Ended 
           August 31            August 31 
 2005 2004  2005 2004 
      
United States 10,524 15,302  33,152 39,961 
Europe 7,450 4,865  19,464 15,021 
Pacific Rim 12,408 11,838  38,827 34,129 
Canada 5,569 4,972  13,966 13,258 
 35,951 36,977  105,409 102,369 

 
 
Revenue is attributable to countries based upon the location of customers. 
 
The Company did not have any customers that accounted for greater than 10% of total revenue during the three 
months and the nine months ended August 31, 2005 (three months ended August 31, 2004 – one customer accounted 
for 11%, nine months ended August 31, 2004 – one customer accounted for 12%).  None of the Company’s 
customers accounted for greater than 10% of the Company’s total accounts receivable as at August 31, 2005 
(August 31, 2004 – one customer accounted for 17%). 
 
8.  Commitments and Contingencies 
 
The Company is committed to future minimum lease payments under operating leases for software design tools and 
buildings at August 31, 2005 as follows: 
 
                                                               Design Tools                            Buildings                   Total 
2005 648 141 789 
2006 2,804 504 3,308 
2007 307 358 665 
2008 and after - 733 733 
 3,759 1,736 5,495 
 
The estimated amount required to complete authorized capital projects is $1.9 million at August 31, 2005, of which 
there are outstanding contractual obligations of $1.1 million.  The majority of these expenditures are expected to be 
incurred over the next twelve months.  The Company has committed to approximately $9.6 million in purchase 
obligations as at August 31, 2005.  The purchase obligations relate primarily to inventory, product development and 
general operating costs. 
 
Pursuant to a development agreement with Toumaz, the Company has agreed to make one additional payment of US 
$300, once certain milestones have been met.  
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In the ordinary course of business activities, the Company may be contingently liable for litigation and claims with 
customers, suppliers, former employees and third parties.  Management believes that adequate provisions have been 
recorded in the accounts where required.  Although it may not be possible to accurately estimate the extent of 
potential costs and losses, if any, management believes that the ultimate resolution of such contingencies would not 
have a material adverse effect on the financial position of the Company. 
 
9.  Comparative Amounts 
 
Certain of the comparative amounts have been reclassified to conform to the presentation adopted in the current 
year.  


