NEWS RELEASE

Gennum Reports 2006 First Quarter Results

Burlington, Ontario (March 22, 2006) —Gennum Corporation (TSX: GND) today reported firiahc
results for the first quarter of fiscal 2006.

($ millions except per share amounts)
2006 % of Revenue 2005 % of Revenue

First quarter

Revenue 34.5 33.2

Gross margin 22.3 64.7% 23.9 71.9%
Sales, marketing and administration expense 8.8 49R5. 8.6 26.0%
R&D expense (gross) 11.1 32.2% 11.1 33.5%
Net earnings 3.7 10.6% 54 16.2%
Net earnings per share (basic) 0.10 0.15

Revenue

Revenue in the first quarter increased $1.3 milbod% over the same period in 2005 on the streafyth
higher volume shipments. This positive impact wfiset by lower average selling prices caused bgssa
mix, competitive pressures and a stronger Canatbfiar. The stronger Canadian dollar, relativehie

US dollar and Japanese yen, reduced revenue byn$lligh or 8% in the period, compared to the first
guarter of 2005. Stronger revenue from sales dé¥iand Data Communications products was partially
offset by lower revenue from the Audio & Wireleggment.

Video products revenue increased by $0.8 millio@%r in the quarter to $21.8 million as broadcasters
worldwide continue to upgrade their studios to amemdate digital and high-definition television
(HDTV) standards. Sales of high-definition tranggmoducts have increased 12% over the same period
in 2005. Sales of image processing products weser compared to the first quarter of 2005. Sales
volumes of our new image processing products ise@aignificantly, but were offset by lower salés o
our legacy image processing products, unfavouratneency fluctuations and lower prices. The impact
of the stronger Canadian dollar reduced Video regdsy $2.1 million in the period compared to thetfi
guarter of 2005.

Audio & Wireless products revenue decreased $0lliomior 7% to $9.4 million. Sales of headset
products continued to increase in the quarter asdistributors were added. This was offset bylassa
decrease in hearing components as low and mid wiggal product sales declined from the same perio
a year ago. Sales of analogue products were dasvexpected, due to the timing of last-time buys by
customers in the first quarter of 2005. Curremagacts reduced revenue by $0.3 million versus dhees
period in the prior year.

In the Data Communications segment, revenue ro%etd253.1 million in the quarter from $1.8 million
in the same period last year, reflecting increasgdnue from sales of semiconductor componentadh e
of backplane, clock and data recovery (CDR) anchstimpedance amplifier (TIA) applications.
Currency impacts reduced revenue by $0.3 millioiswe the same period in the prior year.



Cost of Goods Sold

Cost of goods sold for the quarter at $12.2 millinoreased as a percentage of revenue from 28.1%
to 35.3%. This increase in percentage was dubddnipact of unfavourable currency, manufacturing
variations, price pressures, and product mix. Sthenger Canadian dollar versus US dollar and Js@an
yen, combined with competitive price pressuresadohebusiness unit, eroded margins. The significant
favourable manufacturing variations experiencethanfirst quarter of 2005 to build end-of-life Aod&
Wireless analogue products did not re-occur infitise quarter of 2006. Sequentially, in the figgtarter

of 2006 cost of goods sold percentage at 35.3%pi® 1in line with the fourth quarter of 2005 (33.8%)

Operating Expenses

Sales, marketing and administration expenditureseased to $8.8 million in the first quarter of @00
from $8.6 million in 2005, primarily as a result ifcruitment fees related to the CEO search arfiehig
consulting fees particularly related to Bill 198 nggiance, partially offset by lower incentive
compensation accruals.

R&D expenditures in the first quarter of 2006 remeai consistent compared to the first quarter 062410
$11.1 million. We continued to invest in importan@w products in all areas of the business. Fltctius

in R&D expenditures often occur between quartesefan the timing of fabrication of new computer-
simulated circuit designs into silicon form (“tapets”). Lower incentive compensation plan accrumls
the quarter were offset by higher tape-outs aratigal for new hires.

Net Earnings

First quarter net earnings decreased to $3.7 mififom $5.4 million in the same period a year ago.
Higher revenue in the first quarter of 2006 wasselffby lower gross margins and a decline in other
income. These were primarily a result of foreignrency fluctuations.

Diluted earnings per share were $0.10 for the quarrsus $0.15 in the same period in 2005.

Financial Condition

The cash and short-term investments balance ati&ghb28, 2006 was $33.1 million, a decrease of over
$6.0 million from the end of the 2005 fiscal yealedo the annual payment in February 2006 under the
Company’s incentive compensation plan, related@bZesults.

Cash flow used in operations was $4.2 million foe tquarter, compared to $0.3 million in 2005,
primarily as a result of decreased operating egeand a larger annual bonus payment made in 2006,
related to 2005 results.

Management believes the current balance in caslslaod-term investments, plus future cash flow from
operations, will be sufficient to finance organiowth and related investment and financing acésitin

the foreseeable future.

Other Developments

ISO Certification

In February, Gennum was registered to the newriatemal environmental standard ISO 14001:2004.
This standard specifies requirements for an enmental management system that enables an
organization to develop and implement a policy abgbctives that take into account legal requirement
and information about significant environmental exgp for sound and sustainable environmental



management. The ISO 14000 management system ratigist is now becoming an important
requirement for doing business in many countrigSurope and Asia.

Patent Litigation

As previously disclosed, we are the subject of temganfringement claim in the US courts. Thisirtla
relates to a limited number of non-core Gennum petsland is presently scheduled for trial in Octobe
2006. Itis anticipated that we will continue tzur legal costs until this matter is resolved. nisigement
continues to believe the plaintiff's claims areheitit merit. No significant legal costs were inegkin
the first quarter in relation to this matter.

Commercial Developments

On October 4, 2005, we announced the release ofENXZ, our newest Bluetoothheadset model.
Since the year end, we have continued to develapexipand our market presence by entering into
additional distribution agreements for this produdtebruary 15, 2006 — Ingram Micro, the world’s
largest technology distributor; and March 1, 200Bry's Electronics, a national retailer known foeir
commitment to providing advanced technology to gasansumers.

Chief Executive Officer

The Company’s search for a new President and Ehie€utive Officer to lead the Company through the
next phase of its development is underway. Dowabddley, a director of the Company, continues to ac
as President and Chief Executive Officer until plaeement has been appointed.

Outlook

The Company remains committed to pursuing itsexfsabf translating its expanded technology base int
revenue and profitable growth and increasing owbal reach while continuing to invest in next
generation products and technologies.

Our outlook remains unchanged as we expect 2006ritaqy another year of profitable growth for
Gennum. This assumes a relatively stable globah@ny, and that sales of our newer products will
more than offset anticipated lower revenues inAudio & Wireless division from sales of end-of-life
analogue and low-end digital signal processorslsk assumes that the cost reduction initiatikas we
are implementing are sufficient to address pri@ng currency pressures in the market. Althougbssal
of newer products are more difficult to predict, bedieve we are building momentum as video trarispor
products benefit from the conversion to HDTV; oigleo image processing components benefit from
design wins, a number of which occurred in 2005 tedfirst quarter of 2006; our wireless devices fo
the hearing impaired and cell phone headsets gaitidn in the market; and, our components forlibe
Gigabit optical transceiver market continue to gairstomer acceptance. Sales of new products are
expected to ramp up as we go through the year; Venwexact timing is difficult to predict.

Strategic investments in research and developnariintie in 2006. We are also developing our sales,
marketing, applications engineering and other f&lgport expertise to enhance our growing business
and the success of our customers. We also expecake additional investments in our manufacturing,

assembly and test facilities to reduce costs ankk¢ynes related to new product introductions.

In summary, we expect to see enhanced revenue etnglamings in 2006 as we continue to drive the
successful commercialization of our new productthenglobal market. Fluctuations may be experidnce
on a quarterly basis due to the early stage of mo&owr offerings.



Dividend

Gennum’s Board of Directors has declared an inergashe regular cash dividend to 3.5 cents peresha
to be paid on April 19, 2006 to shareholders obrémn April 5, 2006. This is an increase of Cehts
per share from prior quarters.

Management will hold a conference call to discuist Guarter results on Thursday, March 23, 2006 at
9:00 a.m. (ET). To access the call, participahtaiil dial 1-800-814-4862. The conference call aido
be Webcast live atvww.gennum.conor www.newswire.ca/webcastnd subsequently archived on the
Gennum site. A rebroadcast of the call will beilade until midnight on April 20, 2006. To accebe
rebroadcast, dial 416-640-1917 and enter the pdeszbl 79782+#.

Gennum Corporation designs, manufactures and nsarkedustry-leading semiconductors and
semiconductor-based products for leading segmdntealobal video, audio, and data communications
markets. The Company’s understanding of the unitpexls of its targeted markets allows it to deliver
high performance solutions that provide superidu&za Gennum serves an international customer base
from its head office in Burlington, Canada, and ssdiaries in Japan and the United Kingdom. The
Company has design centres in Burlington and Ott@a&aada and in the United Kingdom.

This document may contain forward-looking statemeatating to our goals, strategies, financial céiah and
results as well as the environment in which we afgerinvestments, and litigation in which we areoived, which
may involve estimates, forecasts and projectidastward-looking statements may include words sughpdans”,
“intends”, “anticipates”, “should”, “estimates”, “expects”, “believes” and similar expressions. Thesatements
are not guarantees of future performance and irveisks and uncertainties that are difficult to giet, and/or are
beyond our control. A number of important factomuld cause actual outcomes and results to diffaterially
from those expressed in these forward-looking statds. These factors include those set forthigréport and
other public filings. Consequently, readers shoulot place any undue reliance on such forward-logki
statements. In addition, these forward-lookingestzents relate to the date on which they are madle. disclaim
any intention or obligation to update or revise aforward-looking statements, whether as a resultnefv
information, future events or otherwise.

For more information, please contact:

Donald Woodley
President and Chief Executive Officer

Gordon Currie
Senior Vice-President, Finance & Administration &idef Financial Officer

Gennum Corporation

Tel: 905-632-2996

Fax: 905-632-2055

Web site: www.gennum.com




2006 FIRST QUARTER MANAGEMENT’S DISCUSSION AND ANAYSIS

Caution about forward-looking statements

This document may contain forward-looking statemeatating to our goals, strategies, financial cdiah and
results of operations as well as the environmenwlich we operate, our investments, and litigatiorwhich we
are involved, which may involve estimates, forecastd projections. Forward-looking statements nraglude
words such as “plans”, “intends”, “anticipates”, “fould”, “estimates”, “expects”, “believes” and sinfar
expressions. These statements are not guarantéesiee performance and involve risks and uncetias that are
difficult to predict and/or are beyond our controh number of important factors could cause actuggtomes and
results to differ materially from those expressedhiese forward-looking statements. These fadtwiside those
set forth in our public filings. Consequently, deas should not place any undue reliance on suchaial-looking
statements. In addition, these forward-lookingestzents relate to the date on which they are madle. disclaim
any intention or obligation to update or revise aforward-looking statements, whether as a resultnefv
information, future events or otherwise.

The following discussion and analysis is intendegrovide readers with an assessment of our pedfioce for the
first quarter of 2006 together with the compargbdeiod in the prior year, as well as our finangakition and
future prospects. It should be read in conjunctigth the Company’s unaudited consolidated finainsiatements
for the first quarter of fiscal 2006 and 2005, &nel fiscal 2005 and 2004 audited consolidated tizdrstatements
and accompanying notes and MD&A contained in o528nnual report, which have been prepared in dacoe
with Canadian generally accepted accounting priasip Our public disclosure documents, including loistorical

financial statements and our annual informatiomforan be viewed atww.sedar.com

In this discussion and analysis, “Gennum”, “the @amy”, “we”, “our” and similar references includee@um
Corporation and its subsidiaries. All amountsiar€anadian dollars.
RESULTS FROM OPERATIONS

Revenue
(in millions of dollars)

Three Months ended

Feb. 28 Feb. 28 %
2006 2005 Change
Video 21.8 21.0 3.5
Audio & Wireless 9.4 10.1 (6.6)
Data Communications 3.1 1.8 72.1
Other 0.2 0.3 N/A
Total Revenue 34.5 33.2 3.9

Consolidated revenue rose 4% in the first quarte2086 compared to the same period in 2005, prigndtie to
sales growth in Data Communications products whiade 72% to $3.1 million as the Company’s new @ptic
transceiver products continued to gain market depee. In addition, Video products revenue in@da$0.8
million as broadcasters in Japan, the United Stated Europe support the adoption of high-definitiddeo
standards. Revenue increases in Video and Data@ympartially offset by lower revenue in the AudidVireless
products group, where revenue from sales of anal@gul lower-end digital hearing instrument prodectstinued
to decline. The stronger Canadian dollar relativehe US dollar and the Japanese yen reduced latatsal
revenue by $2.7 million in the first quarter of B08ompared to 2005.

Consolidated revenue increased 10% in Europe atgi@ North America in the first quarter of 2006, ilehPacific
Rim revenue declined by 20% due primarily to unfarable currency fluctuations in the quarter. Tégional split
of revenue may be distorted by the fact that custgmurchasing decisions can originate in a differegion than
the product destination.



Video products revenue totalled $21.8 million in the first quartér2006, an increase of $0.8 million or 4% over
the same period in 2005 on the strength of higlwturnae of shipments, partially offset by lower sadiprices
caused by competitive pressures and the strongeadian dollar. Revenue from high-definition prowuacreased
by 12%, while revenue from standard-definition protd declined 4% compared to the prior year. Thenger
Canadian dollar, relative to the US dollar and dape yen, reduced revenue by $2.1 million in tist §uarter of
2006 compared to 2005.

Demand for high-definition products continued tergase in the United States as broadcasters retctgdwing
purchases by consumers of digital televisions. Bluppean sales have grown by almost 29% overaime period
in the prior year due to the significant increaséigh-definition revenue as broadcasters who hisebdnted high-
definition television (HDTV) technology because efisting higher resolution standards are now imgleting
plans to transition to HDTV compatibility. PacifiRim sales in the first quarter of 2006 were lot&n the same
period in the prior year as a double digit increimsanit sales in the quarter was more than otisetinfavourable
currency and price movements. Revenue into theSBD-market represented 64% of total Video revemuéhe
first quarter of 2006 (2005 — 59%).

Sales volumes of our new image processing prodaocteased significantly; however, this was offegtlower
sales of our legacy image processing productsyoaofable currency fluctuations and lower salesgsicA number
of design wins were achieved in 2005, with new v@okieved in the first quarter of 2006. These wairesexpected
to produce revenue growth in this product are&énlatter part of 2006 and beyond.

In the first quarter of 2006, 62% of Video produmtsenue came from US dollar sales (2005 — 56%)ew82%
came from sales denominated in Japanese yen (2B®%). Video products revenue represented 63%taf t
revenue in the first quarter of 2006 (2005 — 63%).

Audio & Wireless products revenue declined by almost 7% to $9.4 million ie finst quarter of 2006. A number
of factors caused the decline, including the exgmb@rosion of analogue hearing product revenudesnarket
completes the transition to digital products. Tingt quarter of 2006 saw revenue decline for lavd anid range
digital hearing products, as a result of increasmdpetition and pricing pressures compared to 200 impact of
a rising Canadian dollar relative to the US dobdso negatively impacted revenue, resulting in & $@illion
decline in 2006 versus the prior year.

Digital product revenue to date in 2006 was lowemtthe same period in the prior year by 25% pilynas a
result of lower sales of our PARAGGNroduct line. PARAGON has been shipping sincehtbginning of 2002
and has entered the mature phase of its life cydlde have experienced continued pricing pressure®uw
PARAGON and FOUNDATION™ product lines and inventdhyctuations at several key customers. We have
launched VENTURE™, a preconfigured version of o @XAGEUR™ open platform digital signal processing
(DSP) product, targeting mid-sized and smaller austrs, and sales volumes continue to ramp as tiieyduce
products into the market. We expect that in thertidigital revenue will come primarily from ouew product
lines, as well as our current FOUNDATION digitabpucts.

A number of larger customers are in varying stagfesvaluation and product development using our WGEUR
platform, with sales expected in the second hall@d6. We are expecting to launch the ultra-lowgowireless
FALCON™ platform for hearing instruments in the @ed quarter of 2006.

Sales of the nXZEN™ wireless audio headset, lawhdheOctober 2005, have begun to gain tractionhi@ t
marketplace. We are encouraged by continuingtipesieviews of the product and important channeisnand
expect to see continuing growth in this area thhowg 2006. Total wireless product revenue in thertgr,
including sales of headsets and BluetSothodules, topped $1 million. Audio & Wireless pretii revenue
represented 27% of total revenue in the first quast 2006 (2005 — 31%).

Data Communications productsrevenue rose 72% to $3.1 million in the first dqaeof 2006, compared to $1.8
million in 2005, due to increased revenue from kégked (10 Gigabit) optical transceiver products ackplane
product sales.

The market for 10 Gigabit optical transceiversnighie early stages and, as a result, the pacevefue growth of
our transceiver products is variable. Neverthelegs believe we have developed a leadership pasitiothis

market for our clock and data recovery (CDR) armhdrimpedance amplifier (TIA) products. With Ibeaea

network (LAN) data traffic and Internet-based ti@ffontinuing to increase, demand for products taat increase
data rates and maintain signal integrity is expktberemain strong.
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Data Communications products revenue representedf@&tal revenue in the first quarter of 2006 (2005%).

Other revenue was $0.2 million in the first quarter @08, compared to $0.3 million in 2005. This rewvenu
consists primarily of legacy user specific integaatircuits products outside of our core markets.

Cost of goods sold
(in millions of dollars)
Three Months ended

Feb. 28 Feb. 28

2006 2005 % Change
Cost of goods sold 12.2 9.3 30.5
Percentage of revenue 35.3 28.1

Cost of goods sold for the quarter at $12.2 milliocreased as a percentage of revenue from 28.13%.8%0. This
increase in percentage was due to the impact @afvonfable currency, manufacturing variations, ppoessures,
and product mix. The stronger Canadian dollaru®kdS dollar and Japanese yen combined with cotivaefirice

pressures in each business unit eroded marging.sighificant favourable manufacturing variatiomperienced in
the first quarter of 2005 to build end-of-life And& Wireless analogue products did not re-occuhanfirst quarter
of 2006. Sequentially, in the first quarter of B0fbst of goods sold percentage at 35.3% for thepgamy is more
in line with the fourth quarter of 2005 (33.8%).

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

Three Months ended

Feb. 28 Feb. 28

2006 2005 9% Change
Sales, marketing and administration 8.8 8.6 1.4
Percentage of revenue 25.4 26.0

The first quarter of 2006 sales, marketing and admation expenditures increased $0.2 million$&8 million,
compared to $8.6 million in Q1 2005. The incresdates primarily to recruitment fees related te €EO search
and higher consulting fees particularly relatedtlb 198 compliance, partially offset by lower aoets related to
the Company’s incentive compensation plan.

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

Feb. 28 Feb. 28

2006 2005 % Change
R&D expense (gross) 11.1 11.1 -
Percentage of revenue 32.2 335

In the first quarter of 2006, our investment in R&As consistent with the same period in 2005. Laweentive
compensation plan accruals in the current quawere offset by the timing of the fabrication of neamputer-
simulated circuit designs into silicon form andasgds for new hires.

R&D initiatives in the first quarter of 2006 contie to focus on completing development of our AugliVireless
division’s FALCON chip, in association with our paer Toumaz. Our Video group continues to workcarrent
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and next generation VXP™ image processing prodaictsimprovements to our transport products. Timagy
R&D focus in Datacom is on our advanced CDR and piéducts for the 10 Gigabit data communicationsketa

Other income
(in millions of dollars)
Three Months ended

Feb. 28 Feb. 28

2006 2005 9% Change
Other income 0.5 1.2 (60.1)
Percentage of revenue 1.4 3.7

Other income is primarily comprised of $0.6 millieanforeign exchange gains (2005 - $1.2 milliomnsisting of
$1.2 million in hedging gains (2005 - $0.6 milliopgrtially offset by translation losses of $0.6liom (2005 - $0.6
million gain).

Income taxes
(in millions of dollars)

Three Months ended

Feb. 28 Feb. 28
2006 2005 % Change

Income taxes 1.7 2.2 (21.6)

Income taxes for the first quarter of 2006 represr31.8% of income before taxes, compared to 28072005.
The first quarter of 2006 was below the effectiag tate of 34.1% due to an adjustment in futurerime tax
benefits related to our R&D investment tax credifBhe lower tax rate in Q1 2005 was a result olisitpents
resulting from a continuous review of anticipates liabilities.

Net earnings
(in millions of dollars except earnings per share)

Three Months ended

Feb. 28 Feb. 28

2006 2005 9% Change
Net earnings 3.7 5.4 (32.2)
Net earnings as % of revenue 10.6 16.2
Earnings per share (basic and diluted) 0.10 0.15

In the first quarter of 2006, net earnings were/ $8illion, or $0.10 per share, compared with $5illion, or $0.15
per share in the first quarter of 2005. Highererawe in the first quarter of 2006 was offset bydogross margins
and a decline in other income. These were prignarilesult of foreign currency fluctuations.

Within the business segments, the Video busineseatipg earnings decreased by 7.7% to $7.5 milho2006, as
investments in R&D initiatives and absorption ofaeger portion of corporate allocations impactegutes. The
Audio & Wireless unit continued to invest aggres$pvin new product R&D and marketing and sales,sthu
experiencing an operating loss of $2.2 million,susra $0.4 million loss in the first quarter of 300rhis compares
to a $2.9 million operating loss for Audio & Wirsk in the fourth quarter of 2005. In the Data Camitations
product group, the operating loss decreased to 19dli@n in 2006, compared to a loss of $1.7 millim the first
three months of 2005, due to higher sales and margDatacom continued investing in new products fanther
development of its business infrastructure.



Quarterly Results
(in millions of dollars except earnings per share)

First Quarter Fourth Quarter Third Quarte r Second Quarter
2006 2005 2005 2004 2005 2004 2005 2004

Revenue 34.5 33.2 37.4 34.4 36.0 37.0 36.3 36.5
Net earnings 3.7 54 5.3 35 4.9 4.2 4.8 3.7

Net earnings per share
basic and diluted 0.10 0.15 0.15 0.10 0.14 0.12 0.13 0.10

Our revenue and net earnings performance fluctuate quarterly basis due to a wide variety of fectdSales can
vary significantly each quarter, depending on theng of purchasing decisions by customers. Tlavéng nature
of our many markets is discussed in a number dfaecin this report.

In addition, quarterly expenditures may vary depegdon the timing of R&D projects, as well as cumog
fluctuations causing variances in foreign exchagejes or losses.

FINANCIAL CONDITION, LIQUIDITY AND CAPITAL RESOURCE S

Cash and short-term investments
The cash and short-term investment balance at Bgb@8, 2006 was $33.1 million, a decrease of @&million
from the end of the 2005 fiscal year due to theuahpayment under the Company’s incentive compensatans.

Cash flow used in operations was $4.2 million foe guarter, compared to $0.3 million in 2005, prityaas a
result of decreased operating earnings and a largaral bonus payment made in 2006, related to B&5ts.

Management believes the current balance in caslstzort-term investments, plus future cash flow froperations,
will be sufficient to finance organic growth andated investment and financing activities in theeReeable future.

Accounts receivable

At February 28, 2006, accounts receivable balaners $21.6 million, which is comparable to the bamat the
end of the 2005 fiscal year. During the quarttg Company recorded a slight increase in the atowdor
doubtful accounts to provide for uncertainty redegda few aged receivables. No material write-aftsurred
during the first quarter of 2006.

Inventories

Inventories of $30.3 million at February 28, 20@pnresent an increase of 8%, compared to the eridec2005
fiscal year. The increase of $2.2 million camaraily from a last-time buy of certain inventoryr fend-of-life
products in Video, which was partially offset byreduction in Audio & Wireless analogue inventorWe also
continued to build inventory in new products to teaticipated future demand.

Loan receivable |
During the quarter, the Company converted a royateivable from an Audio & Wireless customer iatdoan
receivable. The loan has a 7% annual interest hatejs reduced by weekly payments. The loan balaax at
February 28, 2006 was $0.6 million and is schedtddak repaid in full by July 31, 2008.

Long-term investment |
Our investment in Nanoscience has remained uncllacgenpared to the end of the 2005 fiscal year. This
investment is denoted in British pounds and isagjtisted for fluctuations in currencies. The shafd$anoscience
are traded on the AIM exchange in London, Englamdi lsave a market value of $2.5 million as at Fetyr @3,
2006. Management believes the decrease in maaket below book value could be a temporary dedim that it
would be premature to declare a permanent impatratehis early stage.



Accounts payable and accrued liabilities

Accounts payable and accrued liabilities at Felyrzd, 2006 were $11.9 million, which representseardase of
33% or $5.7 million compared to the prior year enthis reduction resulted primarily from the annpayment
under the Company’s incentive compensation pldreioruary.

Total assets
Total assets as at February 28, 2006 were $153li6mmia decrease of $4.0 million from 2005, reimgtprimarily
from the reduction in cash and short-term investsipartially offset by an increase in inventory.

Capital expenditures
Capital additions decreased $0.2 million to $1.4liom in the first quarter of 2006 compared to 200&apital
additions in 2006 consisted primarily of R&D to@&0%) and manufacturing equipment (21%).

Capital commitments at February 28, 2006 total $2ilbon. The majority of these expenditures axpected over
the next twelve months.

Dividends |
Total dividends of $1.1 million, or $0.03 per shamre paid in each of the first quarters of 2006 2005.

Derivative financial instruments
Our policy on derivative financial instruments hra changed since year end and can be found i2@B annual
MD&A.

As at February 28, 2006, we had entered into farekchange forward contracts to sell an aggregatauat of US
$14.6 million and Japanese yen 1,670 million. ‘€heentracts mature at the latest on February 207,26t
exchange rates varying between Canadian $1.1330Canadian $1.2473 against the US dollar, and betwee
Canadian $0.00997 and Canadian $0.01184 againsaffenese yen. As at February 28, 2006, the mealized
gains on the US dollar and Japanese yen contraaes approximately $0.4 million and $1.0 millionspectively.
Realized gains on foreign exchange hedge contvaaris $1.2 million during the quarter (Q1 2005 -Shillion).

CONTRACTUAL OBLIGATIONS

(in millions of dollars)

Payments Due by Patio

Total Less than 1 year 1-3 years 4+ years
Operating leases 3.8 2.7 0.7 0.4
Purchase obligatiort¥ 3.7 3.6 0.1 -
License fee obligations and other 2.0 0.7 0.9 0.4
Total contractual obligations 9.5 7.0 1.7 0.8

@ Agreements to purchase goods or services thareorceable and legally binding and that spealifgignificant
terms, including fixed or minimum quantities to parchased; fixed or variable price provisions; dhe
approximate timing of the transactions. The purehasligations relate primarily to inventory, protluc
development, and general operating costs.

RELATED PARTY TRANSACTIONS
In the normal course of business, we may entertrattsactions with related parties. These trafmacbccur under

market terms consistent with the terms of traneastiwith unrelated arms-length third parties. Twempany did
not enter into any related party transactions dytive quarter.
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OTHER DEVELOPMENTS

ISO Certification

In February, Gennum was registered to the new riatemal environmental standard 1SO 14001:2004is Th
standard specifies requirements for an environnhensmagement system that enables an organizaticlewelop
and implement a policy and objectives that take sxtcount legal requirements and information alsignificant
environmental aspects for sound and sustainablecgmvental management. The 1ISO 14000 managemstersy
registration is now becoming an important requirenier doing business in many countries in Europe Asia.

Commercial developments

On October 4, 2005, we announced the release oENXDur newest Bluetooth headset model. Sincgé¢lae end,
we continued to develop and expand our market poesBy entering into additional distribution agreens for this
product: February 15, 2006 — Ingram Micro, the ldigrlargest technology distributor; and March 008 — Fry’s
Electronics, a national retailer known for theinwaitment to providing advanced technology to sasegsumers.

Patent litigation

As previously disclosed, we are the subject of temtainfringement claim in the US courts. Thisirclaelates to a
limited number of non-core Gennum products andésgntly scheduled for trial in October 2006. slainticipated
that we will continue to incur legal costs untiighmatter is resolved. Management continues teebelthe
plaintiff's claims are without merit. No signifioalegal costs were incurred in 2005 in relatiothis matter.

In the ordinary course of business activities, @@mpany may become involved in litigation or claimgh
customers, suppliers, former employees and thirtigsa

NEW ACCOUNTING POLICIES AND CRITICAL ESTIMATES

A summary of significant accounting policies is ggnted in Note 1 to our 2005 consolidated finanstialements.
No new accounting policies were adopted during dbarter. Certain of our accounting policies argical to

understanding the results of operations and firdnmdndition of Gennum. These critical accountpualicies

require us to make certain judgements and estimsd@se of which may relate to matters that are waice For a
description of the judgements and estimates invblire the application of critical accounting polisieand
assumptions made, refer to our 2005 Annual Report.

COMMON SHARES OUTSTANDING

At February 28, 2006, there were 35,981,436 comsi@res of Gennum outstanding, compared with 352862,
shares at November 30, 2005, and at March 21, 20886 were 35,981,436 common shares outstanding.

RISKS AND UNCERTAINTIES

We are subject to a number of risks and uncereantiat could significantly affect our financialnetition and
performance. As we grow, continue our commitmeriR&D, and enter into new markets, these riskseiase. At
the same time, by diversifying revenue streamssacaolditional product areas, we believe we cargatdithe risk
associated with any difficulties encountered in ang product line or market. A comprehensive plagrprocess
exists to identify risks and minimize them wherepessible. There have been no significant chadgeisg the
guarter with regards to our key risks, a discussiomwhich can be found in our 2005 annual MD&A.

OUTLOOK

The Company remains committed to pursuing its etrabf translating its expanded technology base rievenue
and profitable growth and increasing our globakheahile continuing to invest in next generatiomgucts and
technologies.

Our outlook remains unchanged as we expect 20@8ing another year of profitable growth for Gennuihis
assumes a relatively stable global economy andsthias of our newer products will more than oftmeticipated
declines in our Audio & Wireless division from lowsales of end-of-life analogue and low-end digggjnal
processors. It also assumes that planned new girantwoduction and cost reduction measures arécgrit to
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address pricing and currency pressures in the mafdehough sales of newer products are morediffito predict,
we believe we are building momentum as video trartggroducts benefit from the conversion to HDTVir @ideo
image processing components benefit from desigs,veamumber of which occurred in 2005 and the {jtstrter of
2006; our wireless devices for the hearing and $etagharkets gain traction; and, our componentghi®l0 Gigabit
XFP market continue to gain customer acceptanedes®f new products are expected to ramp up agoviierough
the year, however exact timing is difficult to pietd

Strategic investments in research and developmdhtcantinue in 2006. We are also developing oates,
marketing, applications engineering and other figlghport expertise to enhance our growing busiaesk the
success of our customers. We also expect to madiianal investments in our manufacturing, assemanid
testing facilities to reduce costs and cycle timgated to new product introductions.

In summary, we expect to see enhanced revenue etnglamings in 2006 as we continue to drive theessful
commercialization of our new products in the glolvarket. Fluctuations may be experienced on ateuabasis
due to the early stage of many of our offerings.

March 22, 2006
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GENNUM CORPORATION
Unaudited Consolidated Financial Statements

For the Three Months ended February 28, 2006

The attached consolidated financial statements haga prepared by Management of Gennum
Corporation and have not been reviewed by an audito
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Gennum Corporation

CONSOLIDATED BALANCE SHEETS
(Canadian dollars, amounts in thousands)
As at February 28, 2006 and November 30, 2005

February 28, November 30,

2006 2005

(unaudited) (audited)
ASSETS
Current
Cash and short-term investments 33,095 39,112
Accounts receivable 21,629 21,634
Inventories 30,328 28,085
Prepaid expenses and other assets 3,285 3,273
Loan receivable (note 2) 261 -
Future income taxes 8,852 8,729
Total current assets 97,450 100,833
Capital assets, net 46,290 47,189
Long-term investment (note 3) 3,217 3,217
Intangible assets, net (note 4) 3,222 3,455
Long-term prepaid expenses 1,122 1,122
Long-term loan receivable (note 2) 371
Goodwill 2,531 2,531
Future income taxes 1,350 1,217

155,553 159,564
LIABILITIES AND SHAREHOLDERS' EQUITY
Current
Accounts payable and accrued liabilities 11,874 17,602
Income taxes payable 741 1,835
Future income taxes 750 1,946
Total current liabilities 13,365 21,383
Future income taxes 564 671
Shareholders' equity
Capital stock (note 5) 10,862 9,392
Deferred compensation (1,357) (1,383)
Retained earnings 135,348 132,765
Cumulative translation adjustment (3,229) (3,264)
Total shareholders' equity 141,624 137,510

155,553 159,564

Commitments and contingencies (note 10)



Gennum Corporation

CONSOLIDATED STATEMENTS OF EARNINGS AND RETAINED EA RNINGS (unaudited)
(Canadian dollars, amounts in thousands excephmee data)

Three Months Ended
February 28, 2006  February 28, 2005

Revenue (note 7) 34,495 33,191
Cost of goods sold 12,166 9,323
Gross margin 22,329 23,868
Sales, marketing and administration expense 8,750 8,631
Research and development expense 11,105 11,129
Less government assistance (2,075) (2,157)
17,780 17,603
Earnings from operations 4,549 6,265
Investment income 327 126
Other income (note 8) 487 1,220
Share of loss in equity investment (44)
Earnings before income taxes 5,363 7,567
Provision for income taxes (note 9) 1,704 2,174
Net earnings for the period 3,659 5,393
Retained earnings, beginning of period 132,765 116,666
Dividends 1,076 1,071
Retained earnings, end of period 135,348 120,988

Earnings per share(note 5)

Basic $0.10 $0.15
Diluted $0.10 $0.15
Dividends declared per share $0.03 $0.03
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Gennum Corporation

CONSOLIDATED STATEMENTS OF CASH FLOWS (unaudited)
(Canadian dollars, amounts in thousands)

Three Months Ended
February 28, 2006  February 28, 2005

OPERATING ACTIVITIES

Net earnings for the period 3,659 5,393
Items not affecting cash
Depreciation and amortization 2,693 2,790
Deferred compensation 186 98
Future income taxes (1,555) (1,273)
Share of loss in equity investment 44
4,983 7,052
Net change in non-cash working capital balancegead|to operations (9,218) (7,354)
Cash used in operating activities (4,235) (302)

INVESTING ACTIVITIES

Purchase of capital assets (1,450) (1,663)
Payment of license fees (113) (215)
Loan receivable advance (note 2) (632)
Cash used in investing activities (2,195) (1,878)

FINANCING ACTIVITIES

Stock options exercised 1,470 6
Dividends paid (1,076) (1,071)
Cash provided (used) in financing activities 394 (1,065)
Effect of exchange rate changes on cash and sfrontivestments 19 132

Net decrease in cash and short-term investments duag the

period (6,017) (3,113)
Cash and short-term investments, beginning of g 39,112 28,044
Cash and short-term investments, end of the period 33,095 24,931
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GENNUM CORPORATION

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

1. ACCOUNTING POLICIES

The accompanying unaudited consolidated finant&#ements have been prepared by the Company imdsroe
with Canadian Generally Accepted Accounting Pritesp(GAAP) on a basis consistent with those folldvre the
most recent audited financial statements. Thesedited consolidated financial statements do ndude all the
information and footnotes required by GAAP for aantinancial statements and therefore should bel iea
conjunction with the audited consolidated finansi@tements and notes included in the Company’sidlnReport
for the year ended November 30, 2005.

2. LOAN RECEIVABLE

During the quarter, the Company converted an adcmagivable for royalty fees of $632 (US $563)piat loan

receivable, of which $261 is current. The loadug in weekly installments of US $5, accruing iestrat 7% and
maturing on July 31, 2008.

3. LONG-TERM INVESTMENT

In November 2005, the Company received a 6% inténeanoscience Inc. (11.1 million shares) as mBration

for the sale of its investment in Toumaz Technolbgyited to Nanoscience. The shares of Nanoscienedraded
on the AIM exchange in London, England and haveagket value of $2,488 as at February 28, 2006. shages
are subject to certain trading restrictions.

4. INTANGIBLE ASSETS

February 28 November 30
2006 2005
Licence fees 3,743 3,609
Order backlog -- 341
Technology intangibles 2,221 2,221
5,964 6,171
Less accumulated depreciation (2,742) (2,716)
3,222 3,455

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

Technology intangibles represent those intangibsets resulting from the SiGe Semiconductor adiprisin May
2004. Technology intangibles are amortized ushmegstraight-line method over the estimated uséfaklof seven
years.

Intangible assets are reviewed annually for impairin In the first quarter of 2006, intangible asgetaling $58
(2005 - Nil) were written off due to impairment.

5. CAPITAL STOCK

The issued common shares of the Company as at &gb28, 2006 consist of 35,981,436 common shares
(November 30, 2005 - 35,862,286) at a stated vafu®10,862 (November 30, 2005 - $9,392). The nunufe
common stock options outstanding as at Februarg@6 is 693,563, of which 619,563 are exercisabighe first
quarter of 2006, no options were granted, 119,1pflons were exercised and no options were forfeited
relinquished.
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Stock Option Plan

The Company utilizes the fair-value based methodaziounting for all its stock-based compensatiomiciv has

been applied on a prospective basis. Had compensadst been determined based on the fair valdbeagrant

date for the awards granted after December 1, 20@lCompany’s net earnings for the quarter woaldehbeen

reduced by $41, and the earnings per common shemédvhave remained unchanged at $0.10 per shardéhdor
quarter.

Had compensation been determined based on thesdhie at the grant date for all awards grantedesitie
inception of the incentive stock option plan, thenfpany’s net earnings for the quarter would havenbreduced by
$41 and in addition, earnings for prior periods ldcuave been reduced by $3,038.

The Company last granted stock options in June 2pfA8r to the Company changing its accounting qofor
stock-based compensation on December 1, 2003. résudt, no stock options have been expensed & dat

The Company uses the treasury stock method of lesitog the dilutive effect of options on earnings ghare. The
following is a reconciliation of the numerator ashehominator of earnings per share computations:

February 28 February 28

2006 2005

Net earnings for the year 3,659 5,393
Weighted average shares outstanding (numbers irsémals) 35,981 35,721
Effect of dilutive stock options 197 114
Diluted weighted average shares outstanding 36,178 35,835
Earnings per share — basic and diluted $0.10 $0.15

6. FOREIGN EXCHANGE RISK

Transactions and balances denominated in curreothes than Canadian dollars are translated orfah@wing
basis. Current assets and current liabilitiedramreslated at the quarter-end rate of exchangeerme and expenses
are translated at the average of the monthly @ftexchange during the quarter. Fixed assets apdediation are
translated at rates prevailing when the relatedtasge acquired. Exchange gains and losses se Hadances are
recognized in earnings in the quarter.

The Company's operations outside of Canada areidswed self-sustaining and accordingly, the assetd

liabilities are translated to Canadian dollars gsihe quarter-end exchange rates and revenue grehses are
translated at the average of the monthly ratesndutie quarter. Exchange gains or losses on aasdtBabilities

are deferred and included in cumulative translatidjustments as a separate component of sharesicddeity.

In order to manage the risk associated with fludbna in foreign exchange rates, the Company héeresh into
foreign exchange forward contracts to sell an agageeamount of US $14,550 and yen 1,670,000 askatukry 28,
2006. These contracts mature at the latest onukgpr21, 2007 at exchange rates varying betweeradiam
$1.1330 and Canadian $1.2473 against the US dalfat, between Canadian $0.00997 and Canadian $@.0118
against the Japanese yen. As at February 28, 200@et unrecognized gains on the US dollar apdnrlzse yen
contracts were approximately $433 and $970, resmbgt Realized gains on foreign exchange hedgdraots
were $1,211 during the quarter (2005 - $565). €lgzsns were offset by translation losses of $@00% — gains of
$654).

7. SEGMENTED INFORMATION
The Company has three reportable segments:

Video Products (Video): Develops and supplies hpghformance image processing, serial digital trassion and
timing generation components for display and pmitegl video/film applications.

18



Audio & Wireless Products (Audio): Develops and @igs a wide range of components, systems and ysibras
for use by manufacturers of analogue and digitghali processing products in the hearing instrunaewt other
specialized markets. Wireless devices includegower links for hearing aids and new wireless hebgsoducts.

Data Communication Products (Datacom): Develops smgplies high-performance physical layer integtate
circuits for high-speed backplane and high-speeitagransceiver applications.

Each of the segments above represents a stratagjicelss unit that offers products to distinct mexkel he total of
segment profits and Other reconciles to earnindsréeéncome taxes disclosed in the Consolidatete8tants of
Earnings and Retained Earnings. Corporate allmcsticonsist of general and administrative costschvlare
charges for corporate services and centralizedatipeal activities allocated to the operating segtsidased upon
estimates of usage. The Company's Other segmestue consists primarily of user specific integiatércuit
products, which are not included within the opergtsegment revenues. The Company has includedtmeat
income and foreign exchange gains or losses inletermination of Other segment profit. The tosdes in Other
include: cash and short-term investments, futumnme taxes, income tax recoverable and capitaltsasss
allocated to the operating segments. The sigmifieacounting policies of the reportable segmergdtze same as
those described in note 1. Substantially all &f @ompany's assets, operations and employees catedoin
Canada.

Quarter Ended February 28, 2006

Video Audio Datacom Other Total
Segment revenue 21,766 9,459 3,102 168 34,495
Segment profit (loss) 7,536 (2,171) (900) 898 5,363
Depreciation and amortization 1,384 731 578 2,693
Corporate allocations 2,135 1,533 440 4,108
Capital asset additions 954 173 323 1,450
Total assets 44,745 55,091 12,146 43,571 155,553

Quarter Ended February 28, 2005

Video Audio Datacom Other Total
Segment revenue 21,020 10,130 1,802 239 33,191
Segment profit (loss) 8,167 (362) (1,659) 1,421 567,
Depreciation and amortization 1,200 1,189 401 2,790
Corporate allocations 1,819 1,819 404 4,042
Capital asset additions 344 1,039 280 1,663
Total assets 41,297 55,406 11,343 34,368 142,414

Revenue by principal markets is as follows:

Three Months Ended February 28

2006 2005
United States 13,312 10,573
Europe 6,482 5,887
Pacific Rim 10,219 12,740
Canada 4,482 3,991
34,495 33,191
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Revenue is attributable to countries based upototiaion of customers.

The Company did not have any customers that aceduior greater then 10% of total revenue duringttitee
months ended February 28, 2006 and the three mentled February 28, 2005. None of the Companystoauers
accounted for greater than 10% of the Company'al tatcounts receivable as at February 28, 2006aandt
February 28, 2005

8. OTHER INCOME

Three Months Ended February 28

2006 2005

Gain (loss) on foreign exchange (note 6) 609 1,219
Other* (122) 1
487 1,220

* Other consists mainly of our Japanese subsidarysiness taxes and related items.

9. INCOME TAXES

The following is a reconciliation of the expectedome tax expense obtained by applying the comliogabrate
tax rates to earnings before income taxes:

Three Months Ended February 28

2006 2005
Expected income tax expense using statutory tas rat 1,830 2,582
Adjustment to future income taxes — Provinbiahefit on ITCs (156)
Adjustment to tax provision (384)
Toumaz equity loss pick up (15)
Other 30 (9)
1,704 2,174

10. COMMITMENTS AND CONTINGENCIES

The Company is committed to future minimum leasgpents under operating leases for software desigis and
buildings as at February 28, 2006 as follows:

Design Tools Buildings Total
2006 2,197 332 2,529
2007 294 248 542
2008 -- 257 257
2009 and after -- 467 467
2,491 1,304 3,795

The estimated amount required to complete authdrizpital projects is $2.5 million at February 2806. The
majority of these expenditures are expected tombearied over the next twelve months.

The Company has committed to approximately $3.Tianilin purchase obligations as at February 28,6200he
purchase obligations relate primarily to inventqgoduct development and general operating cosli® Company
is also committed to license fee payments of $llom over the next 3 years.

Pursuant to a development agreement with ToumazCtimpany has agreed to make one additional payohéits
$150, once the final milestone has been met.
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In the ordinary course of business activities, @menpany may be contingently liable for litigatiomdaclaims with

customers, suppliers, former employees and thirtigza Management believes that adequate proddiane been
recorded in the accounts where required. Althoiighay not be possible to accurately estimate tkterg of

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

11. COMPARATIVE AMOUNTS

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