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To our Stockholders

It is a privilege to lead Genesis® Microchip, a company that is at the forefront of a dynamic shift in two
large markets. Both the LCD monitor and flat-panel TV markets are undergoing explosive growth that is
expected to continue for the next several years. With the concurrent growing demand for display image
perfection in these markets, the opportunity for Genesis to enhance stockholder value by delivering highly
advanced display controller solutions is one that we take very seriously. I am honored to be entrusted with the
leadership of the company at this critical time, and I am committed, along with the management team and the
Board of Directors, to grow Genesis and increase our stockholder value on a sustainable basis.

Genesis is the leading provider of display controllers to the flat-panel display markets. Our products are
optimized by award-winning image processing technology created and continuously enhanced by an exper-
ienced and highly motivated workforce. These factors, combined with our design momentum with leading TV
and PC manufacturers, contributed to our success in fiscal year 2005 and position Genesis for continued
success in the future.

We delivered solid progress in both of our key markets during fiscal year 2005. We successfully defended
our number one position in LCD monitor controllers by introducing the industry’s most highly integrated and
advanced product family called Phoenix. The Phoenix products have already achieved one of the fastest ramps
of any new product in the company’s history. Qur track record for superior customer service and technology
was reinforced when BenQ, one of our largest customers and the world’s third largest manufacturer of LCD
displays, selected Genesis as “Innovative Supplier of the Year” on the basis of our industry-leading image
quality, consistent delivery and superior customer support.

We alse grew our flat-panel TV controller revenue by 140% during the year, and we are positioned for
further growth with the introduction of our Cortez and Hudson video display controllers. We strengthened our
Digital TV product development. Our goal is to provide a truly differentiated Digital TV solution in
combination with our Faroudja® video processing technology — enabling the best image quality via a
complete analog and digital TV offering.

Looking forward, we are well-positioned to drive revenue and earnings growth in our fiscal year 2006.
According to industry research by DisplaySearch, LCD monitor shipments are expected to grow more than
40% during calendar 2005, exceeding 100 million units. Flat-panel TV units, including LCD, plasma, and
projection TVs, are expected to exceed 25 million units worldwide in calendar 2005. In particular, the market
for LCD TV units is expected to double in 2005 to more than 17 million units. We aim to deliver solid double-
digit revenue and earnings growth, driven by continued market acceptance of our industry-leading products.
We believe these new products will advance the company’s status as the market leader in delivering the best
image quality for both the LCD monitor and flat-panel TV markets.

With the industry’s most comprehensive technology and product offerings, outstanding customer
relationships and design win momentum, as well as a tremendously dedicated and talented employee base, 1
am confident that we will continue to deliver superior image quality and the best level of support to our
customers. We are focused on bringing the highest image quality into the mass consumer market. We are
dedicated to translating our efforts and investments into increased and long-term stockholder value. 1
appreciate your support and commitment as a Genesis stockholder.

=

Elias Antoun
President and Chief Executive Officer
Genesis Microchip Inc.
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Genesis Microchip Inc.
2150 Gold Street
Alviso, California 95002
(408) 262-6599

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD ON SEPTEMBER 13, 2005

To our Stockholders:

We are holding our 2005 annual meeting of stockholders on Tuesday, September 13, 2005 at 10:00 a.m.
Pacific Time. It will be held at our offices located at 180 Baytech Drive, Suite 110, San Jose, California
95134. Only stockholders of record on July 15, 2005 are entitled to notice of and to vote at our annual meeting
or at any adjournment or postponement of it. The purpose of the meeting is:

1. To elect two Class I directors, each to serve for a term of three years, expiring on the date of our
2008 annual meeting of stockholders or until a successor is elected;

2. To ratify the appointment of independent accountants for fiscal 2006; and -

3. To transact any other business that may properly come before either the annual meeting or any
adjournment or postponement of it.

Your Board of Directors unanimously recommends that you vote to approve all of the proposals before
you. Those proposals are described more fully in the accompanying proxy statement, which we urge you to
read.

Your vote is important. Whether or not you plan to attend the meeting in person, you are urged to

ensure that your shares are represented at the annual meeting by following the instructions on the enclosed
proxy card. Please refer to the proxy card for more information on how to submit your vote.

By order of the Board of Directors,

i

Ava M. Hahn
Secretary

July 28, 2005
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Genesis Microchip Inc.
2150 Gold Street
Alviso, California 95002
(408) 262-6599

PROXY STATEMENT

INTRODUCTION

The accompanying proxy is solicited by the Board of Directors of Genesis Microchip Inc., a Delaware
corporation (“we,” “us,” “Genesis” or the “Company”), for use at our 2005 annual meeting of stockholders to
be held on Tuesday, September 13, 2005 at 10:00 a.m. Pacific Time, or any adjournment thereof, for the
purposes set forth in this proxy statement and the accompanying Notice of Annual Meeting. The annual
meeting will be held at our offices located at 180 Baytech Drive, Suite 110, San Jose, California 95134.

These proxy solicitation materials will be mailed on or about August 12, 2005 to all stockholders entitled
to vote at our annual meeting.

QUESTIONS AND ANSWERS ABOUT
THE PROXY MATERIALS AND THE ANNUAL MEETING

Why are you sending me this proxy statement?

We are sending you this proxy statement and the enclosed proxy card because our Board of Directors is
soliciting your proxy to vote at our annual meeting of stockholders. That meeting is scheduled to take place on
Tuesday, September 13, 2005. This proxy statement summarizes information concerning the proposals to be
voted on at that meeting. This information will help you to make an informed vote at the annual meeting.

What proposals will be voted on at the meeting?
We have scheduled two proposals to be voted on at the meeting:

1. The election of two Class I directors, each to serve for a term of three years expiring on the date
of our 2008 annual meeting of stockholders or until a successor is elected; and

2. The ratification of the appointment of independent accountants for fiscal 2006.

What is the voting recommendation?

Your Board of Directors recommends that you vote your shares “FOR” the election of each of the
nominees to the Board and “FOR” the other proposal.

Who is entitled to vote?

Only stockholders of record of our common stock at the close of business on July 15, 2005 are entitled to
notice of, and to vote at, our annual meeting. As of the close of business on the record date, there were
34,221,940 shares of our common stock outstanding and entitled to vote held by approximately
199 stockholders of record. Each stockholder is entitled to one vote for each share of common stock held as of
the record date.




What is the difference between holding shares as a stockholder of record and as a beneficial owner?

Most stockholders hold their shares through a stockbroker, bank or other nominee rather than directly in
their own name. As summarized below, there are some distinctions between shares held of record and those
owned beneficially.

Stockholder of record

If your shares are registered directly in your name with our transfer agent, Mellon Investor Services LLC,
then you are considered to be the stockholder of record with respect to those shares, and we are sending these
proxy materials directly to you. As the stockholder of record, you have the right to grant your voting proxy
directly to us or to vote in person at the meeting. We have enclosed a proxy card for you to use.

Beneficial owner

If your shares are held in a stock brokerage account or by a bank or other nominee, you are considered
the beneficial owner of shares held in street name, and your broker or nominee is forwarding these proxy
materials to you. Your broker or nominee is considered to be the stockholder of record with respect to those
shares. As the beneficial owner, you have the right to direct your broker how to vote and are also invited to
attend the meeting. However, since you are not the stockholder of record, you may not vote these shares in
person at the meeting. Your broker or nominee has enclosed a voting instruction card for you to use in
directing the broker or nominee how to vote your shares.

How can I vote my shares in person at the meeting?

Shares held directly in your name as the stockholder of record may be voted in person at the annual
meeting. If you choose to do so, please bring the enclosed proxy card or proof of identification.

Even if you currently plan to attend the annual meeting, we recommend that you also submit your proxy
as described below so that your vote will be counted if you later decide not to attend the meeting. You may
vote shares held in street name in person only if you obtain a signed proxy from the record holder giving you
the right to vote the shares.

How can I vote my shares without attending the meeting?

Whether you hold shares directly as the stockholder of record or beneficially in street name, you may
direct your vote without attending the meeting.

Stockholder of record

You may vote by granting a proxy. Please refer to the summary voting instructions included on your proxy
card. You may vote by mail by signing your proxy card and mailing it in the enclosed postage prepaid and
addressed envelope. If you provide specific voting instructions, your shares will be voted as you instruct. If you
sign the card but do not provide instructions, your shares will be voted as described below in “How are votes
counted?”




Beneficial owner

For shares held in street name, refer to the voting instruction card included by your broker or nominee.

Can I change my vote after I submit my proxy?

Yes. You can change your vote at any time before we vote your proxy at the annual meeting.

Stockholder of record
If you are a stockholder of record you can change your vote by:

» Sending a written notice to our Secretary at our principal executive offices in Alviso, California stating
that you would like to revoke your proxy,

« Completing a new proxy card and sending it to our Secretary. The new proxy card will automatically
replace any earlier-dated proxy card that you returned, or

+ Attending the annual meeting and voting in person.

If you choose to revoke your proxy by attending the annual meeting, you must vote at the meeting in
accordance with the rules for voting at the annual meeting. Attending the annual meeting will not, by itself,
constitute revocation of your proxy.

Beneficial owner

If you instructed a broker or nominee to vote your shares, follow your broker or nominee’s directions for
changing those instructions.

How are votes counted?

In the election of directors, you may vote “FOR” all of the nominees or your vote may be “WITH-
HELD” with respect to one or more of the nominees. For the other proposals, you may vote “FOR,”
“AGAINST” or “ABSTAIN.” Shares may also be counted as broker non-votes. Generally, broker non-votes
occur when shares held by a broker for a beneficial owner are not voted with respect to a particular proposal
because the broker has not received voting instructions from the beneficial owner and the broker lacks
discretionary voting power to vote such shares.

The inspector of election appointed for the meeting, who will separately tabulate affirmative votes,
negative votes, abstentions and broker non-votes, will tabulate all votes. Shares that are voted “FOR,”
“AGAINST” or “WITHHELD” on a proposal will be treated as being present at the meeting for purposes of
establishing a quorum. Shares that are voted “FOR” or “AGAINST” will also be treated as votes cast on the
proposal. Shares that abstain from voting on a proposal, and shares held by a broker nominee in “street name”
where the broker indicates on a proxy that it does not have discretionary authority to vote on the proposal, will
be treated as shares that are present at the meeting for purposes of establishing a quorum, but will not be
treated as votes cast on the proposal. Although not considered as votes cast, abstentions and broker non-votes
may prevent a proposal from receiving the affirmative vote of a majority of the required quorum and, in that
case, would have the same effect as votes against the proposal.

If you sign your proxy card or broker voting instruction card with no further instructions, your shares will
be voted in accordance with the recommendations of the Board (“FOR” all of our nominees to the Board,
“FOR” all other items described in this proxy statement and in the discretion of the proxy holders on any
other matters that properly come before the meeting).

What vote is required to approve each of the proposals?

With respect to the proposal to elect two Class I directors, the two nominees receiving the greatest
number of votes will be elected, even if the votes they receive are less than a majority of shares present and
entitled to vote. Abstentions are not counted towards the tabulation of votes cast for the election of directors.




All other proposals require the affirmative “FOR” vote of a majority of those votes cast; that majority
must also constitute at least a majority of the required quorum.

What does it mean if I receive more than one proxy or voting instruction card?

It means your shares are registered differently or are in more than one account. Please provide voting
instructions for each proxy and voting instruction card you receive.

Where can I find the voting results of the meeting?

We will announce preliminary voting results at the annual meeting and publish final results in our
quarterly report on Form 10-Q for the second quarter of fiscal year 2006, which ends September 30, 2005.

What happens if additional proposals are presented at the meeting?

Other than the proposals described in this proxy statement, we do not expect any matters to be presented
for a vote at the annual meeting. If you grant a proxy, the persons named as proxy holders will have the
discretion to vote your shares on any additional matters properly presented for a vote at the meeting. If for any
unforeseen reason any of our nominees is not available as a candidate for director, the persons named as proxy
holders will vote your proxy for such other candidate(s) as may be nominated by the Board of Directors.

Must a minimum number of stockholders vote or be present at the annual meeting?

A quorum of stockholders is necessary to hold a valid meeting. Our bylaws provide that a majority of all
of the shares of our stock entitled to vote, whether present in person or represented by proxy, will constitute a
quorum for the transaction of business at the annual meeting. Shares that are voted “FOR,” “AGAINST,”
“WITHHELD?” or “ABSTAIN” on any proposal, as well as broker non-votes, will be treated as being present
and entitled to vote for purposes of establishing a quorum.

Is cumulative voting permitted for the election of directors?

Stockholders may not cumulate votes in the election of directors.

Who will bear the cost of soliciting votes for the meeting?

We will pay the entire cost of preparing, assembling, printing, mailing and distributing these proxy
materials. If you choose to access the proxy materials and/or vote over the Internet, however, you are
responsible for Internet access charges you may incur. In addition to the mailing of these proxy materials, the
solicitation of proxies or votes may be made in person, by telephone or by electronic communication by our
directors, officers and employees, who will not receive any additional compensation for such solicitation
activities. We may also hire our transfer agent, Mellon Investor Services LLC, or another proxy solicitor to
assist us in the distribution of proxy materials and the solicitation of votes. We will pay any proxy solicitor a
reasonable and customary fee plus expenses for those services. We will also reimburse brokerage houses and
other custodians, nominees and fiduciaries for their reasonable out-of-pocket expenses for forwarding proxy
and solicitation materials to our beneficial stockholders.

PROPOSAL 1 — ELECTION OF DIRECTORS

We have a classified Board of Directors, with overlapping terms of office. The term for the Class I
directors expires at this 2005 annual meeting. The term for the Class II directors expires at the 2006 annual
meeting and the term for the Class IIT directors expires at the 2007 annual meeting. Each director serves for a
three-year term or until his successor is duly elected and qualified.

The Board’s nominees for election by the stockholders as Class I directors are Tim Christoffersen and
Robert H. Kidd. Our Nominating Committee has recommended and the Board has approved these
nominations. Mr. Christoffersen is currently a member of our Audit Committee and Corporate Governance
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Committee. Mr. Kidd is a currently a member of our Audit Committee and our Nominating Committee. If
elected, the two nominees will serve as directors until our 2008 annual meeting or until a successor is duly
elected and qualified. If cither of the nominees declines to serve, proxies may be voted for a substitute
nominee as we may designate.

If a quorum is present and voting, the two nominees for Class I directors receiving the highest number of
votes “FOR” will be elected as the Class I directors. The persons named in the enclosed proxy intend to vote
the shares represented by those proxies for the election of these two nominees.

Directors

Currently, there are eight (8) members of the Board of Directors. However, Eric Erdman has decided to
resign effective September 13, 2005, the date of our 2005 annual meeting of stockholders. Effective
September 13, 2005, the number of authorized directors will be reduced to seven (7). The following sets forth
certain information concerning our current directors as well as our Class I nominees to be elected at the 2005
annual meeting.

Director

Name Age Position Since
Class I Nominees:
Tim Christoffersen(1)(3) ........... 63  Director Nominee 2002
Robert H. Kidd(1)(4) .............. 61  Director Nominee 2002
Class II Directors Whose Terms

Expire at the 2006 Annual Meeting:
Eric Erdman(5) ................... 47  Director 2003
Chandrashekar M. Reddy(3) ........ 45  Director 2002
Elias Antoun ...................... 48  Director 2004
Class III Directors Whose Terms

Expire at the 2007 Annual Meeting:
Jon Castor(1)(4) .................. 53 Director 2004
Chieh Chang(2)(3) ................ 53  Director 2004
Jeffrey Diamond(2)(4) ............. 53  Chairman of the Board 2001

(1) Member of the Audit Committee.

(2) Member of the Compensation Committee.

(3) Member of the Corporate Governance Committee.

(4) Member of the Nominating Committee.

(5) Mr. Erdman has decided to resign effective September 13, 2005,

Nominees for Election to Class I Dirvectorship Expiring at the 2008 Annunal Meeting

Tim Christoffersen was appointed as a Director in August 2002. Mr. Christoffersen has served as Chief
Financial Officer of Monolithic Power Systems, Inc. (MPS), a semiconductor company, since June 2004, and
served on MPS’s board of directors from March 2004 to July 2004. Since January 1999, Mr. Christoffersen
has been a financial consultant to technology companies. Prior to that, Mr. Christoffersen served as Chief
Financial Officer of NeoParadigm Labs, Inc. from 1998 to 1999 and as Chief Financial Officer of Chips &
Technologies, Inc. from 1994 until its sale to Intel Corporation in 1998. Mr. Christoffersen was Executive
Vice President, Director and Chief Operating Officer of Resonex, Inc. from 1991 to 1992. From 1986 to 1991,
Mr. Christoffersen held several managerial positions with Ford Motor Company. Mr. Christoffersen is a
Phi Beta Kappa graduate of Stanford University where he earned a B.A. in Economics. He also holds a
Master’s degree in Divinity from Union Theological Seminary in New York City.
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Robert H. Kidd was appointed as a Director in August 2002. Mr. Kidd serves as President of Location
Research Company of Canada Limited, a consulting company. Mr. Kidd served as Chief Financial Officer of
Technology Convergence Inc. from 2000 to 2002, of Lions Gate Entertainment Corp. from 1997 to 1998, and
of InContext Systems Inc. from 1995 to 1996. He served as Senior Vice President, Chief Financial Officer and
Director of George Weston Limited from 1981 to 1995, as a partner of Thome Riddell, Chartered
Accountants, a predecessor firm of KPMG LLP, from 1973 to 1981 and as a Lecturer in Finance, Faculty of
Management Studies, University of Toronto, from 1971 to 1981, Mr. Kidd has served on several professional
committees, including the Toronto Stock Exchange Investors & Issuers Advisory Committee from 1993 to
1998, the Canadian Institute of Chartered Accountants Emerging Issues Committee from 1992 to 1997 and
the Canadian Securities Administrators Committee on Conflicts of Interest in Underwriting from 1994 to
1996. He currently serves as a director of several private entities. Mr. Kidd has a B. Commerce from the
University of Toronto and an M.B.A. from York University. Mr. Kidd is a Fellow of the Institute of Chartered
Accountants of Ontario.

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS
A VOTE “FOR” EACH DIRECTOR NOMINEE

Class II Directors Whose Terms Expire at the 2006 Annual Meeting

Elias Antoun has served as President and Chief Executive Officer of the Company and a member of our
Board of Directors since November 2004, Prior to his appointment, Mr. Antoun served as the President and
Chief Executive Officer of Pixim, Inc., an imaging solution provider for the video surveillance market,
between March 2004 and November 2004. From February 2000 to August 2003, Mr. Antoun served as the
President and Chief Executive Officer of MediaQ, Inc., a mobile handheld graphics IC company acquired by
NVIDIA Corporation in August 2003. From January 1991 to February 2000, Mr. Antoun held a variety of
positions with LSI Logic Corporation, most recently serving as Executive Vice President of the Consumer
Products Division from 1998 until his departure in January 2000. Mr. Antoun has served as a Director of
HPL Technologies, Inc. since August 2000 and as Chairman of the Board of Directors of HPL Technologies,
Inc. since July 2002.

Eric Erdman became a Director in May 2003 and previously served as a Director from October 1995 to
September 1996. Since April 2005, Mr. Erdman has served as Executive Vice President of Operations and
Chief Financial Officer of Silicon Optix, Inc., a supplier of digital processing integrated circuits. From
July 2003 to November 29, 2004, Mr. Erdman served as our Interim Chief Executive Officer. Mr. Erdman
also served as our Chief Financial Officer from March 2002 to February 2004, and previously held the position
from December 1997 to February 2002. Mr. Erdman also served as our Secretary from June 2002 to
October 2003, and from October 1995 to February 2002. From March 2002 to June 2002, Mr. Erdman served
as our Assistant Secretary. Mr. Erdman joined Genesis in July 1995 as Director, Finance and Administration
and served as Vice President, Finance and Administration from July 1996 to May 1999. Mr. Erdman holds a
Bachelor of Mathematics degree from the University of Waterloo, and he is a member of the American
Institute of Certified Public Accountants and of the Canadian Institute of Chartered Accountants. As noted
above, Mr. Erdman has decided to resign effective September 13, 2003.

Chandrashekar M. Reddy joined Genesis as a director upon its acquisition of Sage, Inc. in February 2002.
He served as Vice Chairman and as Executive Vice President, Engineering of Genesis from February 2002 to
November 2002. He served as Chairman of the Board and Chief Executive Officer of Sage from its inception
in 1994 until its acquisition by Genesis in February 2002. Mr. Reddy has been the Chief Executive Officer of
Athena Semiconductors, Inc., a wireless communications business, since December 2002 and a member of its
Board of Directors since January 2002. From 1986 to 1995, Mr. Reddy held several design and program
management positions at Intel Corporation. Mr. Reddy received an M.S. in Electrical Engineering from the
University of Wisconsin, Madison and a B.S. in Electrical Engineering from the Indian Institute of
Technology.




Class 111 Directors Whose Terms Expire at the 2007 Annual Meeting

Jon Castor has been a director of Genesis since November 2004. From January 2004 to June 2004,
Mr. Castor was an Executive Advisor to the Chief Executive Officer of Zoran Corporation, and from
August 2003 to December 2003, he was Senior Vice President and General Manager of Zoran’s DTV Divi-
sion. From October 2002 to August 2003, Mr. Castor was the Senior Vice President and General Manager of
the Teralogic Group at Oak Technology Inc., a developer of integrated circuits (ICs) and software for digital
televisions and printers which was acquired by Zoran. Prior to that, Mr. Castor co-founded Serologic, Inc., a
developer of digital television ICs, software and systems in June 1996 where he served in several capacities
including as its President, Chief Financial Officer and director from June 1996 to November 2000, and as its
Chief Executive Officer and director from November 2000 to October 2002, when it was acquired by Oak
Technology. Mr. Castor received his B.A. with distinction from Northwestern University and his M.B.A. from
Stanford Graduate School of Business.

Chieh Chang has been a director of Genesis since November 2004. Mr. Chang has been a member of the
board of directors of Oplink Communications, Inc. since September 1995. Since February 2003, Mr. Chang
has served as Vice Chairman of Programmable Microelectronics Company, Inc., a fabless semiconductor
design company, and from February 2000 to February 2003, as its Chief Executive Officer. From April 1992
to August 1996, Mr. Chang was the Director of Technology at Cirrus Logic, Inc., a semiconductor company.
Mr. Chang received his B.S. in Electrical Engineering from the National Taiwan University and his M.S. in
Electrical Engineering from UCLA. ‘

Jeffrey Diamond was appointed Chairman of the Board in July 2003, and has served as a director since
April 2001. After our acquisition of Paradise Electronics, Inc. in May 1999, Mr. Diamond also served as an
executive officer and as a consultant to Genesis through December 2000. Prior to that, he served as a director
of Paradise from its inception in 1996 and as its Chief Executive Officer from September 1998 until
May 1999. Mr. Diamond held senior management positions at Cirrus Logic, Inc. from April 1992 to
March 1995. Mr. Diamond received his B.S. in Business Administration from the University of Illinois.

The Board of Directors, its Committees and Meetings

Board of Directors. The Board of Directors held 28 meetings during the fiscal year ended March 31,
2005. Each director attended or participated telephonically in 75% or more of the aggregate of (i) the total
number of the meetings of the Board of Directors (held during the period for which such director was a
director) and (ii) the total number of meetings of all committees on which such director served (held during
the period for which such director served as a committee member) during the fiscal year ended March 31,
2005.

The Board of Directors has determined that each of its current directors, including all nominee directors,
except Elias Antoun, Eric Erdman and Chandrashekar Reddy, has no material relationship with Genesis and
is independent within the meaning of the NASDAQ Stock Market, Inc. director independence standards, as
currently in effect.

Our Board of Directors has standing Compensation, Audit, Corporate Governance and Nominating
Committees.

Compensation Committee. The Compensation Committee reviews and evaluates the compensation and
benefits of our officers, reviews general policy matters relating to compensation and benefits of our employees
and makes recommendations concerning these matters to the Board of Directors. The Compensation
Committee also administers our stock option plans and stock purchase plan. The Compensation Committee
held seven meetings during the fiscal year ended March 31, 2005.

Currently, our Compensation Committee consists of Mr. Diamond and Mr. Chang each of whom
qualifies as “independent” in accordance with the published listing requirements of Nasdaq. Mr. Diamond
serves as chairman of this committee.




Audit Committee. Among other things, the Audit Committee reviews the scope and timing of audit
services and any other services that our independent accountants are asked to perform, the auditors’ report on
our consolidated financial statements following completion of their audit and our policies and procedures with
respect to internal accounting and financial controls.

Currently, our Audit Committee consists of Mr. Christoffersen, Mr. Castor and Mr. Kidd. Mr. Kidd
serves as chairman of this committee. The Audit Committee held eleven meetings during the fiscal year ended
March 31, 2005. In addition to qualifying as “independent” in accordance with the published listing
requirements of Nasdaq, each member of the Audit Committee qualifies as “independent” under special
standards established by the SEC for members of audit committees. The Audit Committee also includes at
least one independent member who is determined by the Board to meet the qualifications of an “audit
committee financial expert” in accordance with SEC rules, including that the person meets the relevant
definition of an independent director. Each of the current Audit Committee members has been determined to
be an independent director and an audit committee financial expert. Stockholders should understand that this
designation is a disclosure requirement of the SEC related to the Audit Committee members’ experience and
understanding with respect to certain accounting and auditing matters. The designation does not impose upon
an Audit Committee member any duties, obligations or liability that are greater than are generally imposed on
him as a member of the Audit Committee and the Board, and his designation as an audit committee financial
expert pursuant to this SEC requirement does not affect the duties, obligations or liability of any other
member of the Audit Committee or the Board.

The report of the Audit Committee is included herein on page 27.

Corporate Governance Committee. The Corporate Governance Committee oversees the Company’s
disclosure controls and procedures, except for the financial reporting controls and procedures overseen by the
Audit Committee, and recommends to the Board the adoption of any measures it deems advisable for the
improvement of disclosure controls and procedures. As of July 1, 2005, our Corporate Governance Committee
consisted of Messrs. Christoffersen, Chang and Reddy. Mr. Christoffersen serves as chairman of this
committee. The Corporate Governance Committee met two times during the fiscal year ended March 31,
2003, in conjunction with regularly scheduled Board meetings.

Nominating Committee. The Nominating Committee is responsible for seeking, screening and recom-
mending for nomination candidates for election to the Board of Directors. In so doing, the Nominating
Committee may evaluate, among other things:

« the current size, composition and needs of the Board and its committees;

» such factors as judgment, independence, character and integrity, area of expertise, diversity of
experience, length of service, and potential conflicts of interest of candidates; and

« such other factors as the Committee may consider appropriate.

These factors, and any other qualifications considered useful by the Nominating Committee, are reviewed
in the context of an assessment of the perceived needs of the Board at a particular point in time. As a result,
the priorities and emphasis of the Nominating Committee and of the Board may change from time to time to
take into account changes in business and other trends, and the portfolio of skills and experience of current and
prospective Board members. Therefore, the Nominating Committee has not established any specific minimum
criteria or qualifications that a nominee must possess. The current Nominating Committee charter is available
at our Web site located at www.gnss.com.

The Nominating Committee will evaluate candidates identified on its own initiative as well as candidates
referred to it by other members of the Board, by our management, by stockholders who submit names to the
Nominating Committee, or by other external sources. With regard to the newest nominees for election as
Class I directors, the Nominating Committee recommended and the Board approved the nominations of
Messrs. Christoffersen and Kidd for election as Class I directors at the 2005 annual meeting. Since our last
annual meeting in 2004, we have not employed a search firm or paid fees to other third parties in connection
with seeking or evaluating Board nominee candidates.
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With regard to referrals from our stockholders, the Nominating Committee’s policy is to consider
recommendations for candidates to the Board of Directors from stockholders holding not less than 1% of our
outstanding common stock continuously for at least twelve months prior to the date of the submission of the
recommendation. Candidates suggested by stockholders are evaluated using the same criteria as for other
candidates. A stockholder that desires to recommend a candidate for election to the Board shall direct the
recommendation in written correspondence by letter to Genesis Microchip Inc., attention of the Company’s
Secretary, at our offices at 2150 Gold Street, Alviso, California 95002. Such notice must include the
candidate’s name, home and business contact information, detailed biographical data, relevant qualifications, a
signed letter from the candidate confirming willingness to serve, information regarding any relationships
between the candidate and Genesis within the last three years, evidence of the required ownership of common
stock by the recommending stockholder, and to the extent known by the stockholder, any relationships
between the candidate and competitors, customers, suppliers and any other parties that might give rise to the
appearance of a potential conflict of interest. Any stockholder who wishes to make a direct nomination for
election to the Board at an annual or special meeting for the election of directors must comply with procedures
set forth in our bylaws.

As of July 1, 2005, our Nominating Committee consisted of Mr. Diamond, Mr. Castor and Mr. Kidd,
each of whom is “independent” in accordance with the published listing requirements of Nasdaqg.
Mr. Diamond serves as chairman of this committee. The Nominating Committee held three meetings during
the fiscal year ended March 31, 2005.

Annual Meeting Attendance. The Company does not have a formal policy regarding the attendance of
its directors at annual or special meetings of stockholders, but the Company encourages directors to attend
such meetings. Of the three directors elected at the November 3, 2004 annual meeting and the four continuing
directors not elected at that meeting, all seven directors attended that meeting.

Compensation of Directors

Directors who are not our employees receive $5,000 per quarter as a retainer, $1,000 for each meeting of
the Board of Directors or committee thereof attended in person and $500 for each meeting attended by
teleconference. Non-employee chairmen of committees receive an additional retainer of $1,250 per quarter for
serving as a committee chairman, other than the chairman of the audit committee who receives an additional
quarterly retainer of $2,500. Directors who are our employees receive no separate compensation for services
rendered as a director. All directors are reimbursed for reasonable expenses to attend meetings.

Non-employee directors automatically receive stock options under the terms of our 1997 Non-Employee
Stock Option Plan. Upon first joining the board, non-employee directors receive an option to
purchase 15,000 shares of our common stock. Those options are granted with an exercise price equal to the
closing price of our stock on the last trading day before joining the board. Non-employee directors also
automatically receive an option to purchase 10,000 shares of our common stock under our 2000 Nonstatutory
Stock Option Plan upon first joining the Board. Since the option pool in our 1997 Non-Employee Stock
Option Plan is nearly depleted, we intend to grant some of the stock options described above from our 2000
Nonstatutory Stock Option Plan or our 2001 Nonstatutory Stock Option Plan.

Grants are also made annually on the first day of the month following our annual meeting of stockholders.
Each non-employee director receives an option to purchase 10,000 shares of our common stock plus
2,500 shares of our common stock for each committee on which the director serves. The options are granted
with an exercise price equal to the closing price of our stock on the day preceding the date of the grant and vest
over twelve months. The automatic annual option grants were made on December 1, 2004 at an exercise price
of $16.94 per share. No other stock option grants were made to non-employee directors in fiscal 2005.

Non-employee directors may also be granted stock options under the terms of our 2000 Nonstatutory
Stock Option Plan or our 2001 Nonstatutory Stock Option Plan.
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The following table summarizes the retainers and attendance fees and the number of stock option grants
that were made to our non-employee directors, in their capacity as non-employee directors, during fiscal 2005:

Discretionary Retainers and

Initial Option  Automatic Annual Option Attendance
Name Grants Grants Grants Fees ($)
JonCastor...................... 25,000 _— — 19,333
Chieh Chang .................... 25,000 — — 13,833
Tim Christoffersen ............... — 15,000 _ 45,500
Jeffrey Diamond . ................ — 15,000 — 43,667
Eric Erdman .................... — —_ — 11,667
Robert H. Kidd.................. — 15,000 — 59,917
Chandrashekar M. Reddy ......... — 12,500 —_ 35,500

PROPOSAL 2 — APPOINTMENT OF INDEPENDENT ACCOUNTANTS

You are being asked to ratify the appointment of KPMG LLP in Canada as independent accountants for
the fiscal year ending March 31, 2006.

We have selected KPMG as our independent accountants for the 2006 fiscal year. KPMG or its
predecessor firms have served as our independent accountants since our inception in Canada in 1987.
Representatives of KPMG are expected to be present at the annual meeting. They will have the opportunity to
make a statement if they desire to do so and will be available to respond to appropriate questions from you.

The approximatc fees billed to us by KPMG for services rendered with respect to fiscal years 2005 and
2004 were as follows:

2005 2004
AUdit Fees . ..o $ 833,023 $471,468
Audit-Related Fees. ... ... . 218,843 49,200
Tax FeeS o 522,529 377,371
Total Fees .. . e 1,574,395 898,039

Audit Fees. This category consists of fees paid for professional services provided in connection with the
integrated audit of our financial statements and internal controls over financial reporting, and review of our
quarterly financial statements and audit services provided in connection with other statutory or regulatory
filings, including filings related to potential mergers and acquisitions.

Audit-Related Fees. This category consists of fees paid primarily for advisory services, research on
accounting matters and due diligence related to mergers and acquisitions, and are not reported above under
“Audit Fees.”

Tax Fees. This category consists of fees paid primarily for professional services rendered by KPMG in
connection with tax advice related to specialized projects such as the implementation of the American Jobs
Creation Act, acquisition activities and tax compliance, including technical tax advice related to the
preparation of tax returns.

The Audit Committee has determined that the provision of non-audit services performed during fiscal
2005, including work related to acquisition activities and for tax planning and compliance purposes, is
compatible with maintaining the independence of KPMG.

The Audit Committee has established a policy governing our use of KPMG for non-audit services. Under
the policy, management may use KPMG for non-audit services that are permitted under SEC rules and
regulations, provided that management obtains the Audit Committee’s approval before such services are
rendered. In fiscal 2005, all fees identified above under the captions “Audit-Related Fees” and
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“Tax Fees” that were billed by KPMG were approved by the Audit Committee pursuant to the Company’s
pre-approval policies and procedures established by the Audit Committee.

The resolution must be passed by a majority of the votes cast at our annual meeting (which majority
must also constitute at least a majority of the required quorum) to be approved. The persons named in the
enclosed proxy intend to vote the shares represented by those proxies in favor of this resolution.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE “FOR” THE RATIFICATION OF THE
APPOINTMENT OF KPMG LLP IN CANADA AS OUR INDEPENDENT ACCOUNTANTS FOR
THE FISCAL YEAR ENDING MARCH 31, 2006.

TRANSACTION OF OTHER BUSINESS

We know of no other proposals to be presented at the meeting. If any other proposal is presented, the
shares represented by the proxies we receive will be voted according to the best judgment of the persons
named in the proxies. 1t is the intention of the persons named in the form of proxy to vote the shares that those
proxies represent as the Board of Directors recommends.
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EQUITY COMPENSATION PLAN INFORMATION

The following table provides information as of March 31, 2005 about our common stock that may be
issued upon the exercise of options, warrants and rights under our 1997 Employee Stock Purchase Plan
described above as well as our eight stock option plans: the 1987 Stock Option Plan, the 1997 Employee Stock
Option Plan, the 1997 Non-Employee Stock Option Plan, the 2000 Non-Statutory Stock Option Plan, the
2001 Non-Statutory Stock Option Plan, the 1997 Paradise Stock Option Plan, the Sage Stock Option Plan,
and the 2003 Stock Plan.

The 1997 Paradise Stock Option Plan and the Sage Stock Option Plan, under which we do not grant any
new options, were assumed upon our acquisitions of other companies. Our stockholders have not formally
approved our 2000 Non-Statutory Stock Option Plan, although they approved an amendment to that plan at
the September 14, 2000 annual meeting. Our stockholders have not approved our 2001 Non-Statutory Stock
Option Plan or our 2003 Stock Plan. Our stockholders have approved all other plans.

Number of
Securities
Available for
Issuance Under

Number of Equity
Securities to Compensation
be Issued Weighted-average Plans
Upon Exercise Exercise Price of (Excluding
of Outstanding Outstanding Securities
Options, Options, Reflected in
Warrants and Warrants and the First
Plan Name and Type Rights Rights Column)
Equity compensation plans approved by
stockholders
1997 Employee Stock Purchase Plan* ......... N/A N/A 330,870
1987 Stock Option Plan ..................... 1,047 9.00 —
1997 Employee Stock Option Plan ............ 3,907,824 14.40 551,265
1997 Non-Employee Stock Option Plan........ 272,563 15.63 9,675
Equity compensation plans not formally
approved by stockholders
2000 Non-Statutory Stock Option Plan ........ 2,561,649 14.05 497,218
2001 Non-Statutory Stock Option Plan ........ 527,369 18.36 17,274
2003 Stock Plan ............ ... i 925,000 17.09 75,000
Equity compensation plans assumed on
acquisitions
1997 Paradise Stock Option Plan.............. 5,887 1.70 —
Sage Stock Option Plan ..................... 603,384 19.73 —
Total* ... ... . .. . . 8,805,223 15.22 1,481,302

* The number of securities to be issued upon exercise of outstanding rights under the 1997 Employee Stock
Purchase Plan and the weighted average exercise price of those securities is not determinable. The 1997
Employee Stock Purchase Plan provides that shares of our common stock may be purchased at a per share
price equal to 85% of the fair market value of the common stock on the beginning of the offering period or a
purchase date applicable to such offering period, whichever is lower. The closing price per share of our
common stock on the Nasdaq National Market on December 31, 2004 (the last trading day of the most
recent offering period) was $16.22.
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Summaries of the stock option plans not formally approved by our stockholders are as follows:

2000 Non-Statutory Stock Option Plan
Purpose

The purposes of the plan are to attract and retain the best available personnel for positions of substantial
responsibility, to provide additional incentive to employees and consultants and to promote the success of our
business.

Administration

The plan provides for administration by our Board of Directors or a committee appointed by the Board
and is currently administered by the Compensation Committee of the Board of Directors. All questions of
interpretation or application of the plan are determined by the Board of Directors or its appointed committee,
and its decisions are final and binding upon all participants. Directors receive no additional compensation for
their services in connection with the administration of the plan.

Eligibility to Participate in the Plan

Nonstatutory stock options may be granted to our employees, consultants and directors.

Number of Shares Covered by the Plan

The aggregate number of shares of common stock authorized for issuance under the plan is
1,500,000 shares plus an annual increase to be added on the first day of each fiscal year equal to the lesser of
(1) 2,000,000 shares, (ii) 3.5% of the Company’s outstanding shares of common stock on such date, or (iii) a
lesser amount determined by the Board.

Awards Permitted Under the Plan

The plan authorizes the granting of nonstatutory stock options only.

Terms of Options

The plan’s administrator determines the exercise price of options granted under the plan and the term of
those options. The options that are currently outstanding under the plan vest and become exercisable over
periods of from one to four years beginning on the grant date. Payment of the exercise price may be made by
cash, check, promissory note, other shares of our common stock, cashless exercise, any other form of
consideration permitted by applicable law or any combination of the foregoing methods of payment. Options
may be made exercisable only under the conditions the Board of Directors or its appointed committee may
establish. If an optionee’s employment terminates for any reason, the option remains exercisable for a period
fixed by the plan administrator up to the remainder of the option’s term; if a period is not fixed by the plan
administrator, the exercise period is three (3) months, or twelve (12) months in the case of death or disability.

Capital Changes

In the event of any changes in our capitalization, such as stock splits or stock dividends, resulting in an
increase or decrease in the number of shares of common stock, effected without receipt of consideration by us,
appropriate adjustment will be made by us in the number of shares available for future grant and in the
number of shares subject to previously granted but unexercised options.

Dissolution or Liquidation

In the event of the proposed dissolution or liquidation of our Company, the option holders will be notified
of such event, and the plan administrator may, in its discretion, permit each option to fully vest and be
exercisable until ten (10) days prior to such event, at which time the options will terminate.
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Merger, Asset Sale or Change of Control

With respect to options granted on or before October 16, 2001 (unless the optionees have consented
otherwise), in the event of a merger of our Company with or into another corporation, or any other capital
reorganization in which more than fifty percent (50%) of the outstanding voting shares of the Company are
exchanged (other than a reorganization effected solely for the purpose of changing the situs of the Company’s
incorporation}, each outstanding option under the plan will fully vest and be exercisable for a period often
(10) days prior to the closing of such transaction, and the unexercised options will terminate prior to the
closing of such transaction.

With respect to options granted after October 16, 2001 (as well as certain options granted before such
date, with the consent of the optionees), in the event of a merger or proposed sale of all or substantially all of
the assets of our Company, each outstanding option under the plan will be assumed or an equivalent option
substituted by the successor corporation or a parent or subsidiary of the successor corporation. In the event the
successor corporation refuses to assume or substitute outstanding options, the plan administrator will notify
each optionee that his or her options will vest and be exercisable for a period of twenty (20) days from the
date of such notice, and the unexercised options will terminate upon the expiration of such period.

Nonassignability

Options may not be assigned or transferred for any reason (other than upon death), except that the plan
administrator may permit options to be transferred during the optionee’s lifetime to members of the optionee’s
immediate family or to trusts, LLCs or partnerships for the benefit of such persons.

Amendment and Termination of the Plan

The plan provides that the Board of Directors may amend or terminate the plan without stockholder
approval, but no amendment or termination of the plan or any award agreement may adversely affect any
award previously granted under the plan without the written consent of the optionee.

Certain United States Federal Income Tax Information

An optionee generally will not recognize any taxable income at the time he or she is granted a non-
statutory stock option. However, upon its exercise, the optionee will recognize ordinary income generally
measured as the excess of the then fair market value of the shares purchased over the purchase price. Any
taxable income recognized in connection with an option exercise by one of our employees is subject to tax
withholding by us. Upon resale of such shares by the optionee, any difference between the sales price and the
optionee’s purchase price, to the extent not recognized as taxable income as described above, will be treated as
long-term or short-term capital gain or loss, depending on the holding period.

Generally, we will be entitled to a tax deduction in the same amount as the ordinary income realized by
the optionee with respect to shares acquired upon exercise of the non-statutory stock option.

The foregoing is only a summary of the effect of federal income taxation upon the optionee and us with
respect to the grant and exercise of options granted under the plan and does not purport to be complete. In
addition, the summary does not discuss the tax consequences of an optionee’s death or the income tax laws of
any state or foreign country in which the optionee may reside.

2001 Non-Statutory Stock Option Plan

Purpose

The purposes of the plan are to attract and retain the best available personnel for positions of substantial
responsibility, to provide additional incentive to employees, directors and consultants and to promote the
success of our business.
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Administration

The plan provides for administration by our Board of Directors or a committee appointed by the Board
and is currently administered by the Compensation Committee of the Board of Directors. All questions of
interpretation or application of the plan are determined by the Board of Directors or its appointed committee,
and its decisions are final and binding upon all participants. Directors receive no additional compensation for
their services in connection with the administration of the plan.

Eligibility to Participate in the Plan

Nonstatutory stock options may be granted to our employees including officers, consultants and directors.

Number of Shares Covered by the Plan

The aggregate number of shares of common stock authorized for issuance under the plan is
1,000,000 shares.

Awards Permitted Under the Plan

The plan authorizes the granting of nonstatutory stock options only.

Terms of Options

The plan’s administrator determines the exercise price of options granted under the plan and the term of
those options. The options that are currently outstanding under the plan vest and become exercisable over
periods of two to four years beginning on the grant date. Payment of the exercise price may be made by cash,
check, promissory note, other shares of our common stock, cashless exercise, a reduction in the amount of any
Company lhability to the optionee, any other form of consideration permitted by applicable law or any
combination of the foregoing methods of payment. Options may be made exercisable only under the
conditions the Board of Directors or its appointed committee may establish. If an optionee’s employment
terminates for any reason, the option remains exercisable for a period fixed by the plan administrator up to the
remainder of the option’s term; if a period is not fixed by the plan administrator, the exercise period is three
(3) months, or twelve (12) months in the case of death or disability.

Capital Changes

In the event of any changes in our capitalization, such as stock splits or stock dividends, resulting in an
increase or decrease in the number of shares of common stock, effected without receipt of consideration by us,
appropriate adjustment will be made by us in the number of shares available for future grant and in the
number of shares subject to previously granted but unexercised options.

Dissolution or Liquidation

In the event of the proposed dissolution or liquidation of our Company, the option holders will be notified
of such event, and the plan administrator may, in its discretion, permit each option to fully vest and be
exercisable until ten (10) days prior to such event, at which time the options will terminate.

Merger, Asset Sale or Change of Control

In the event of a merger or proposed sale of all or substantially all of the assets of our Company, each
outstanding option under the plan will be assumed or an equivalent option substituted by the successor
corporation or a parent or subsidiary of the successor corporation. In the event the successor corporation
refuses to assume or substitute outstanding options, the plan administrator will notify each optionee that his or
her options will vest and be exercisable for a period of fifteen (15) days from the date of such notice, and the
unexercised options will terminate upon the expiration of such period.
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Nonassignability

Options may not be assigned or transferred for any reason (other than upon death), except that the plan
administrator may permit options to be transferred during the optionee’s lifetime upon such terms and
conditions as the administrator deems appropriate.

Amendment and Termination of the Plan

The plan provides that the Board of Directors may amend or terminate the plan without stockholder
approval, but no amendment or termination of the plan or any award agreement may adversely affect any
award previously granted under the plan without the written consent of the optionee.

Certain United States Federal Income Tax Information

An optionee generally will not recognize any taxable income at the time he or she is granted a non-
statutory stock option. However, upon its exercise, the optionee will recognize ordinary income generally
measured as the excess of the then fair market value of the shares purchased over the purchase price. Any
taxable income recognized in connection with an option exercise by one of our employees is subject to tax
withholding by us. Upon resale of such shares by the optionee, any difference between the sales price and the
optionee’s purchase price, to the extent not recognized as taxable income as described above, will be treated as
long-term or short-term capital gain or loss, depending on the holding period.

Generally, we will be entitled to a tax deduction in the same amount as the ordinary income realized by
the optionee with respect to shares acquired upon exercise of the nonstatutory stock option.

The foregoing is only a summary of the effect of federal income taxation upon the optionee and us with
respect to the grant and exercise of options granted under the plan and does not purport to be complete. In
addition, the summary does not discuss the tax consequences of an optionee’s death or the income tax laws of
any state or foreign country in which the optionee may reside.

2003 Stock Plan

In October 2003, the Board approved the 2003 Stock Plan (the “Plan”). The Plan provides for the grant
of non-statutory stock options, stock purchase rights, restricted stock, stock appreciation rights, performance
shares, and performance units, to newly hired employees as a material inducement to their decision to enter
into our employ.

Awards under the Plan may not be granted to individuals who are former employees or directors of ours,
except that a former employee who is returning to our employ following a bona-fide period of non-employment
by us may receive awards under the Plan. Our Board or a committee appointed by the Board administers the
Plan and controls its operation (the “Administrator’”). However, all awards under the Plan must be approved
by either a majority of our independent directors, or approved by a committee comprised of a majority of
independent directors.

The Administrator determines, on a grant-by-grant basis, the term of each option, when options granted
under the Plan will vest and may be exercised, the exercise price of each option, and the method of payment of
the option exercise price. After a participant’s termination of service with us, the vested portion of his or her
option will generally remain exercisable for the period of time stated in the option agreement. If a specified
period of time is not stated in the option agreement, the option will remain exercisable for three months
following a termination for reasons other than death or disability, and for one year following a termination due
to death or disability, in each case subject to the original term of the option. The Administrator also
determines the terms and conditions of restricted stock awards (shares that vest in accordance with the terms
and conditions established by the Administrator), stock purchase rights (rights to purchase shares of our
common stock, and such shares are generally restricted stock), stock appreciation rights (the right to receive
the appreciation in fair market value of our common stock between the exercise date and the date of grant),
and performance shares and/or units (awards that will result in a payment to a participant only if the
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performance goals or other vesting criteria established by the Administrator are achieved or the awards
otherwise vest).

In the event we experience a change in control, each outstanding option, stock purchase right and stock
appreciation right will be assumed or substituted for by the successor corporation (or a parent or subsidiary of
such successor corporation). If such awards are not so assumed or substituted, the Administrator will notify
participants that their options, stock purchase rights, and stock appreciation rights will be exercisable as to all
of the shares subject to the award for a period of time determined by the Administrator in its sole discretion,
and that the award will terminate upon the expiration of such period. In addition, in the event we experience
any dividend or other distribution, recapitalization, stock split, reverse stock split, reorganization, merger,
consolidation, split-up, spin-off, combination, repurchase, or exchange of shares or other securities, or other
change in our corporate structure affecting the shares occurs, the Administrator, in order to prevent
diminution or enlargement of the benefits or potential benefits intended to be made available under the Plan
may make appropriate adjustments to outstanding awards and to the shares available for issuance under the
Plan.

There are 1,000,000 shares of our common stock reserved under the Plan, and as of March 31, 2005,
75,000 shares remain for future issuance. By its terms, the Plan will automatically terminate in 2013, unless
earlier terminated by the Board.

SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table contains information about the beneficial ownership of our common stock as of
July 1, 2003, for:

» each of our current directors and director nominees, as well as our Chief Executive Officer as of
March 31, 2005 and our other four most highly compensated executive officers during the fiscal year
ended March 31, 2005;

+ all of our current directors and named executive officers as a group; and

+ all persons known by us to be beneficial owners of more than five percent (5%) of our outstanding
stock.

The number and percentage of shares beneficially owned is determined in accordance with Rule 13d-3 of
the Securities and Exchange Act of 1934 and the information is not necessarily indicative of beneficial
ownership for any other purpose. Under Rule 13d-3, beneficial ownership includes any shares over which the
individual or entity has voting power or investment power and any shares that the individual has the right to
acquire within 60 days of July 1, 2005 through the exercise of any stock options. Unless indicated, each person
or entity either has sole voting and investment power over the shares shown as beneficially owned or shares
those powers with his spouse.
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The number of options exercisable within sixty (60) days of July 1, 2005 is shown in the first column of
the table and is included in the total number of shares of common stock beneficially owned shown in the
second column. The percentage of shares beneficially owned is computed on the basis of 34,120,813 shares of
common stock outstanding on July 1, 2005. Unless otherwise indicated, the principal address of each
stockholder listed below is c¢/o Genesis Microchip Inc., 2150 Gold Street, Alviso, California 95002.

Number of Total Number
Shares of of Shares of Percentage of
Common Stock Common Stock Outstanding
Issuable Pursuant Beneficially Common
Name to Options Owned Stock
Mazama Capital Management, Inc.(1) ................. — 4,197,435 12.3%

One S.W. Columbia, Suite 1500
Portland, Oregon 97258
Kennedy Capital Management, Inc.(2) ................. — 3,711,549 10.9%
10829 Olive Blvd.
St. Louis, Missouri 63141

Mellon Financial Corporation(3) ...................... — 1,864,089 5.5%
One Mellon Center
Pittsburg, Pennsylvania 15258

Elias AntOun .. ... i e — 1,269 *
Michael Healy . ........ ... ... . 75,000 77,278 *
Anders Frisk ... ... . 144,575 147,156 ¥
Raphael Mehrbians ... ... ... o i i 85,452 86,918 *
Tzoyao Chan(4) ...................... B 188,160 220,115 *
Mohammad Tafazzoli. ... ... .. . 123,834 128,317 *
Jon Castor . ... 11,250 11,250 *
Chieh Chang ... ... .. i 11,250 24,987 *
Tim Christoffersen . ...... .. ... . i, 46,250 46,250 *
Jeffrey Diamond(5) ...... ... .. oo i 102,500 117,054 *
Eric Erdman ........ ... ... .. ... . 389,193 397,824 1.2%
Robert H.Kidd . .......... ... .. . i, 52,500 52,500 *
Chandrashekar M. Reddy .......... .. .. ... ... ....... 37,500 219,055 *
Directors and Executive Officers as a group

(16 persons) (4)(5) .o o 1,429,849 1,529,973 4.5%

* Less than one percent (1%)

(1) Based on information contained in a Schedule 13G/A filed February 14, 2005.
(2) Based on information contained in a Schedule 13G/A filed February 15, 2005.
(3) Based on information contained in a Schedule 13G/A filed February 11, 2005.

(4) Includes 30,004 shares directly owned and 19,489 shares owned by YTCC Foundation and T. Chan & W.
Chen Charitable Remainder Unitrust, both trusts established for the benefit of Dr. Chan and his family.

(5) Includes 14,554 shares owned by Diamond Family Trust, a trust established for the benefit of
Mr. Diamond and his family.
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SECTION 16(A) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 16(a) of the Securities Exchange Act of 1934 requires our officers, directors and any person who
owns more than ten percent (10%) of our shares of common stock to file reports of ownership on Forms 3, 4
and § with the Securities and Exchange Commission and with us. Based on our review of copies of forms and
written representations, we believe that all of our officers, directors and greater than ten percent (10%)
stockholders complied with all filing requirements applicable to them for the year ended March 31, 20085,
except as follows:

+ On November 10, 2004, we entered into Amendment No. 1 to the Separation Agreement and Release
with Chandrashekar M. Reddy, which extended the exercise date to May 30, 2005 for certain options
to purchase an aggregate of 46,346 shares of common stock, which were to expire on November 11,
2004. This amendment was first reported on Form 8-K dated November 15, 2004, followed by a
Form 4 dated November 23, 2004.

+ On May 26, 2004, Young Ahn was appointed as our Vice President, Worldwide Sales and an executive
officer, which such event was first reported on a Form 3 on June 23, 2004. Also on May 26, 2004,
Mr. Ahn was granted an option to purchase 50,000 shares of our common stock, which such grant was
first reported on a Form 4 dated June 23, 2004. Mr. Ahn resigned on December 28, 2004.

CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

See the disclosure under the caption entitled “Employment contracts, termination of employment and
change-in-control arrangements” on the next page.

Executive Compensation
Summary Compensation Table

The following table contains information about compensation paid to our Chief Executive Officers and to
our five other most highly compensated executive officers for our fiscal year ended March 31, 2005 and the
compensation of those individuals in fiscal years 2004 and 2005, where applicable.

Long Term Compensation
Securities

Fiscal Annual Compensation Underlying All Other
Year Salary (8) Bonus ($) Options (#) Compensation (8)
Elias Antoun(1)....................... 2005 119,360 — 500,000 2,100
Chief Executive Officer and President
Eric Erdman(2) ............. ... ... 2005 213,017 51,325 50,000 357,078
Former Chief Financial Officer and 2004 245,347 70,000 130,000 66,311
Former Interim Chief Executive Officer 2003 212,709 28,881 70,000 —
Michael Healy ........................ 2005 220,008 80,000 — 7,200
Chief Financial Officer 2004 34,270 — 200,000 1,200
Anders Frisk. ......... ... ... .. ....... 2005 259,999 252,100 43,000 7,200
Executive Vice President 2004 250,000 — 20,000 100
2003 242,633 — 137,500 —_—
Tzoyao Chan ......................... 2005 224,231 — 36,500 7,200
Senior Vice President, Product 2004 210,000 —_ 50,000
Development 2003 201,667 — 60,000 —
Raphael Mehrbians .................... 2005 222,538 —_ 51,667 58,556
Senior Vice President, Product 2004 193,249 — 50,000 58,220
Marketing 2003 175,008 — 70,000 —
Mohammad Tafazzoli .................. 2005 220,000 —_ 40,000 7,200
Senior Vice President, Operations 2004 210,000 — 50,000 —
2003 204,075 —_ 60,000 —
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(1) Mr. Antoun became our Chief Executive Officer and President on November 29, 2004. For details
regarding his employment agreement, see description under the caption “Employment Agreements with
Mr. Antoun.”

(2) Mr. Erdman was Interim Chief Executive Officer effective July 20, 2003 until November 29, 2004.
Mr. Erdman served as both Interim Chief Executive Officer and Chief Financial Officer from July 20,
2003 to February 15, 2004, for which he received a bonus and certain other amounts in fiscal 2004
pursuant to his employment agreement, which are reflected under “Bonus” and “All Other Compensa-
tion.” For details regarding his employment agreement, see the description under the caption, “Separa-
tion Agreement and Release with Mr. Erdman.”

Employment contracts, termination of employment and change-in-control arrangements

Employment Agreement with Mr. Antoun

On November 10, 2004 and November 29, 2004, respectively, we entered into an employment letter and
change of control severance agreement with Mr. Antoun, currently our Chief Executive Officer and President.
The employment letter states that Mr. Antoun’s initial base salary is $350,004. In addition, Mr. Antoun
receives a car allowance and is eligible to participate in any applicable corporate bonus plan. The change of
control severance agreement provides certain benefits upon an involuntary termination of employment
following a change of control of Genesis, as set forth below under the heading “Employment and severance
agreements relating to change of control.”

Separation Agreement and Release with Mr. Erdman

We entered into a Settlement Agreement and Release with Mr. Erdman, our former Interim Chief
Executive Officer and former Chief Financial Officer, in connection with his resignation effective Novem-
ber 29, 2004. Under the agreement, Mr. Erdman was entitled to receive as severance a lump-sum payment
equal to one year of his base salary, as well as (i) a bonus in the amount of $51,325.65, less applicable
withholdings, based on Mr. Erdman’s eight months of employment with Genesis; (ii) reimbursement for up to
3 months of COBRA; (iii) commencing March 1, 2005 for a period of up to nine months, coverage under
Genesis's health plan for its Canadian employees or reimbursement for the payments made by Mr. Erdman
for the continuation of post-termination health benefits as provided under Canadian law; (iv) reimbursement
for reasonable moving expenses incurred by Mr. Erdman’s relocation from California to Canada;
(v) reimbursement for certain return and tax advise, not to exceed $10,000; and (vi) reimbursement for legal
fees and costs incurred in the preparation of the agreement and the Consulting Agreement, discussed below.
Mr. Erdman agreed and authorized the Company to deduct from the lump-sum severance payment monies
overpaid to Mr. Erdman by the Company in relation to his vehicle allowance. Mr. Erdman was also entitled to:
(i) accelerated vesting for all stock options granted to Mr. Erdman on or prior to August 12, 2003; (ii) twelve
months of additional vesting for all stock options granted to Mr. Erdman after August 12, 2003; and (iii) the
right to exercise all vested stock options (including those vesting under the agreement) for a period of up to
eighteen months following the effective date of Mr. Erdman’s termination. Mr. Erdman agreed to release all
claims he may have had against the Company. Mr. Erdman also agreed to provisions concerning confidential-
ity, cooperation in litigation and non-solicitation of our employees and consultants. The agreement terminated
our February 2004 Interim Chief Executive Officer employment agreement with Mr. Erdman, under which
Mr. Erdman was to receive an annual base salary of $275,000, a one-time bonus for his service in both the
Interim Chief Executive Officer and Chief Financial Officer positions and certain other benefits. Mr. Erdman
and the Company entered into a Consulting Agreement, dated as of December 3, 2004, whereby Mr. Erdman
was to provide services related to the transition of his duties as the Company’s former Interim Executive
Officer at a rate of $10,000 per month, until March 31, 2005.

Employment Agreement with My. I-iealy

On February 4, 2004, we entered into an employment letter and change of control severance agreement
with Mr. Healy, currently our Senior Vice President, Finance and Chief Financial Officer. The employment
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letter states that Mr. Healy’s initial base salary is $220,000 and that he will receive a one-time guaranteed
bonus of $80,000 at the end of twelve months of employment. In addition, Mr. Healy receives a car allowance
and is eligible to participate in any applicable corporate bonus plan. The change of control severance
agreement provides certain benefits upon an involuntary termination of employment following a change of
control of Genesis, as set forth below under the heading “Employment and severance agreements relating to
change of control.” In addition, if during Mr. Healy’s first two years of employment, he is involuntarily
terminated without cause by our Chief Executive Officer (excluding an involuntary termination with or
without cause by Eric Erdman), he will be entitled to receive similar severance benefits.

Employment Letter with My. Frisk

On February 15, 2000, we entered into an employment letter with Anders Frisk, currently our Executive
Vice President. In addition to base salary, bonus, car allowance and other benefits, we granted Mr. Frisk
options for 130,000 shares of our common stock that have since fully vested. In addition, pursuant to an
employment agreement with Mr. Frisk, in the event that his employment is involuntarily terminated at any
time, he will be entitled to a lump sum payment equal to 12 months of his base salary in effect as of the date of
his termination.

Employment Letter with Dr. Chan

Dr. Chan, who currently serves as our Senior Vice President, Product Development, entered into an
employment letter with Paradise Electronics, Inc., dated April 21, 1997, which we assumed upon our
acquisition of Paradise. In addition to base salary, bonus and other benefits, Dr. Chan was granted stock
options that have since fully vested.

Employment Letter with My. Mehrbians

On February 28, 2002, we entered into an employment letter with Mr. Mehrbians, who currently serves as
our Senior Vice President, Product Marketing. In addition to base salary, bonus and other benefits,
Mr. Mehrbians was granted a stock option with standard four-year vesting. On February 28, 2002, which was
prior to his becoming an officer of the Company and prior to the enactment of the Sarbanes-Oxley Act of
2002, we agreed to provide Mr. Mehrbians with a loan of $150,000, which amount has been forgiven pursuant
to its requirement that Mr. Mehrbians remain employed by Genesis for three years.

Employment Letter with Mr. Tafazzoli

Mr. Tafazzoli, who currently serves as our Senior Vice President, Operations, entered into an employ-
ment letter with Paradise Electronics, Inc., dated February 17, 1998, which we assumed upon our acquisition
of Paradise. In addition to base salary, bonus and other benefits, Mr. Tafazzoli was granted a stock option that
has since fully vested.

Employment and Severance Agreements Relating to Change of Control

Messrs. Antoun and Healy have entered into change of control severance agreements that will provide
certain benefits upon an involuntary termination of employment following a change of control of Genesis. The
agreements generally provide that if, within 12 months after the change of control, or any other change of
control of the combined company following a merger, the executive’s employment is involuntarily terminated
and signs a release of claims, then the executive will be entitled to the following severance benefits:

* 12 months of the executive’s base salary, payable in a lump sum;

» 12 months of acceleration of vesting under all stock options, and 12 months of lapsing of Genesis’s right
of repurchase with respect to all restricted stock, held by the executive prior to the change of control;
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« the ability to exercise all vested stock options being assumed by the acquiring company that were
originally granted to the executive by Genesis prior to the change of control for a period of 2 years
following the termination of employment; and

« health coverage and benefits at the same level of coverage as was provided immediately prior to
termination, for up to 12 months following the termination of employment.

The agreements also generally provide that if, in the second year after the change of control, or any other
change of control of the combined company following a merger, the executive’s employment is involuntarily
terminated, then the executive will be entitled to the following severance benefits:

+ alump sum payment equal to the product of 100% of the executive’s monthly base salary, multiplied
by the number of months remaining in such second year as of the employment termination date;

« 12 months of acceleration of vesting under all stock options, and 12 months of lapsing of Genesis’s right
of repurchase with respect to all restricted stock, held by the executive prior to the change of control;

« the ability to exercise all vested stock options granted to the executive by Genesis prior to the change of
control for a period of 2 years following the termination of employment; and

« health coverage and benefits at the same level of coverage as was provided immediately prior to
termination, for that number of months remaining in such second year as of the employment
termination date.

Options granted in the year ended March 31, 2005

The following table contains information about stock option grants made during the year ended
March 31, 2005 to our Chief Executive Officers and to our five other most highly compensated executive
officers in fiscal 2005. The stock options were granted under our 1997 Employee Stock Option Plan, our 2001
Nonstatutory Stock Option Plan, our 2000 Nonstatutory Stock Option Plan or our 2003 Nonstatutory Stock
Option Plan. They have a maximum term of ten years, subject to earlier termination upon cessation of service.

The 5% and 10% assumed annual rates of compounded stock price appreciation are mandated by rules of
the Securities and Exchange Commission. There is no assurance that the actual stock price appreciation over
the option terms will be at the assumed 5% and 10% levels or at any other defined level. Unless the market
price of our common stock appreciates over the term of the option, no value will be realized from the option
grants made to the executive officer.

Individual Grants

Number of %(;);t;f)?lts»al Potential Realizable Value
Securities Granted to at Assumgd Annual. R?tes of
Underlying Employees Exercise Stock Price Appreciation for
Options in Fiscal Price per Expiration Option Term (2)
Name Granted Year Share Date 5% 10%
Elias Antoun(1l) ........... 500,000 18.3% $16.895 11/29/2014 5,312,587 13,463,139
Eric Erdman(2) ........... 50,000 1.8% $ 15.62 5/26/2014 491,167 1,244,713
Michael Healy ............ — — — — — —
Anders Frisk .............. 40,000 1.5% $ 15.62 5/26/2014 392,933 995,770
3,000 * $ 1576  12/28/2014 29,734 75,352
Tzoyao Chan.............. 35,000 1.3% $ 15.62 5/26/2014 343,817 871,299
1,500 * $ 15.76 12/28/2014 14,867 37,676
Raphael Mehrbians(3) ..... 51,667 1.9% $ 13.77 6/30/2014 447,430 1,133,875
Mohammad Tafazzoli ...... 40,000 1.5% $ 1562 5/26/2014 392,933 995,770
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* Less than 1 percent.
(1) Mr. Antoun became Chief Executive Officer on November 29, 2004. ‘
(2) Mr. Erdman resigned as Interim Chief Executive Officer on November 29, 2004.

(3) 16,667 of the securities underlying these options were granted pursuant to an Option Exchange
Agreement.

Aggregate option exercises in the last fiscal year and fiscal year-end option values

The following table contains information about option exercises for our Chief Executive Officers and our
five other most highly compensated executive officers in the year ended March 31, 2005 and their option
holdings as of March 31, 2005.

The value of an in-the-money stock option represents the difference between the aggregate estimated fair
market value of the underlying stock and the aggregate exercise price of the stock option. We have used the
reported closing price of $14.45 per share on The Nasdaq National Market on March 31, 2005 as the
estimated fair market value of our common stock in determining the value of unexercised options.

Number of Securities

Number of Underlying Value of Unexercised
Shares Unexercised Options at in-the-Money Options
Acquired on Value Fiscal Year End at the Fiscal Year End (§)
Name Exercise Received Exercisable Unexercisable Exercisable Unexercisable
Elias Antoun(1) .......... — — 0 500,000 — —
Eric Erdman(2)........... — —_ 389,193 0 1,285,485 —
Michael Healy ............ — — 54,167 145,833 — —
Anders Frisk.............. — — 192,169 108,333 532,385 212,177
Tzoyao Chan ............. — — 164,516 86,040 571,396 143,582
Raphael Mehrbians . ....... — — 67,292 94,375 255,010 220,074

Mohammad Tafazzoli...... — — 99,773 90,207 208,500 139,000

(1) Mr. Antoun became Chief Executive Officer on November 29, 2004.
(2) Mr. Erdman resigned as Interim Chief Executive Officer on November 29, 2004.

Compensation Committee interlocks and insider participation

The members of our Compensation Committee during the fiscal year ended March 31, 2005 were
Messrs. Diamond and Chang. At no time since our formation have any of the members of our Compensation
Committee served as our officers or employees or as officers or employees of any of our subsidiaries, except for
Mr. Diamond as described in his biography on page 7. No interlocking relationship exists between our Board
of Directors or its Compensation Committee and the board of directors or compensation committee of any
other company, nor did any interlocking relationships exist during the past fiscal year.

COMPENSATION COMMITTEE’S REPORT ON EXECUTIVE COMPENSATION
To our Stockholders:

We are responsible for reviewing and/or establishing the compensation programs that relate to Genesis’s
executive officers, senior management and other key employees and for establishing the specific short and
long-term compensation elements thereunder. We oversee the general compensation structure for all of
Genesis’s employees and we administer the stock option and stock purchase plans. We are independent, non-
employee directors.

The executive compensation program that has been established is designed to provide levels of
compensation in formats that assist Genesis in attracting, motivating and retaining qualified executives by
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providing a competitive compensation package geared to individual and corporate performance. We strive to
establish performance criteria, evaluate performance and establish base salary, bonuses and long-term
incentives for our key decision makers based upon performance and designed to provide appropriate incentives
for maximization of our short and long-term financial results for the benefit of our stockholders.

In order to meet our objectives, we have chosen four basic components for Genesis’s executive
compensation program to meet our compensation philosophy. Base salaries, which are the fixed regular
component of executive compensation, are based upon:

+ base salary levels among a competitive, geographic peer group;
« Genesis’s past financial performance and future expectations;

» the general and industry-specific business environment; and

* individual performance.

Bonuses, which are directly linked to Genesis’s performance, are designed to provide additional incentive
cash compensation based on short-term performance of Genesis and its employees. Stock option grants, under
the long-term component of executive compensation, are designed as an incentive to reward executive officers
and employees for delivering value to our stockholders over a longer, measurable period of time. Historically,
Genesis has used the grant of stock options that vest over some measurable period of time, generally four
years, to accomplish this objective.

The base salaries for our Chief Executive Officers in fiscal 2005, Mr. Elias Antoun and Mr. Eric Erdman,
were determined with reference to base salaries for chief executive officers of other comparable technology
companies. Mr. Antoun has served as our Chief Executive Officer since November 29, 2004 for which he
received $119,360 in fiscal 2005 pursuant to his employment agreement. Mr. Erdman served as our Interim
Chief Executive Officer from July 20, 2003 to November 29, 2004, for which he received a salary of $213,018,
a bonus of $51,326, and severance of $285,000, in fiscal 2005 pursuant to his employment agreement and
separation agreement. Incentive options to purchase 500,000 shares of our common stock were granted to
Mr. Antoun upon his employment as Chief Executive Officer. Incentive options to purchase 50,000 shares of
our common stock were granted to Mr. Erdman in May 2004. No other stock options were granted to
Mr. Antoun or Mr. Erdman in fiscal 20035.

The information contained in this report of the Compensation Committee shall not be deemed “soliciting
material” or to be filed with the Securities and Exchange Commission, nor shall such information be
incorporated by reference by any general statement incorporating by reference this proxy statement into any
filing under the Securities Act of 1933, as amended, or the Securities Exchange Act of 1934, as amended,
except to the extent that Genesis specifically incorporates this information by reference, and shall not
otherwise be deemed filed under such Acts.

Respectfully submitted by the Compensation
Committee,

Jeffrey Diamond
Chairman

Chieh Chang

July 28, 2005
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STOCK PERFORMANCE GRAPH

The following performance graph compares the percentage change in the cumulative total stockholder
return on shares of our common stock with the cumulative total return for:

+ a group of our peer corporations, comprising the Nasdaq Electronic Components Stocks; and
« the Total Return Index for The Nasdaq Stock Market (US and Foreign).

This comparison covers the period from March 31, 2000 to March 31, 2005, the last trading date in our
2005 fiscal year. It assumes $100 was invested on March 31, 2000 in shares of our common stock, our peer
corporations and The Nasdaq Stock Market, and assumes reinvestment of dividends, if any.

The Nasdaq Electronic Components Stocks consists of all corporations traded on The Nasdaq Stock
Market with 367 as their primary standard industrial classification number. The Total Return Index for The
Nasdaq Stock Market (US and Foreign) comprises all ADRs, domestic shares, and foreign common shares
traded on The Nasdaq National Market and The Nasdaq Small Cap Market, excluding preferred shares,
rights and warrants.

Comparative chart
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Date Genesis Peer Group Return
March 31, 2000 100.00 100.00 100.00
March 30, 2001 45.70 31.29 39.91
March 31, 2002 119.54 33.21 40.14
March 31, 2003 57.38 19.15 29.30
March 31, 2004 77.01 33.40 43.62
March 31, 2005 66.44 26.72 44.02
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The stock price performance shown on the graph is not necessarily indicative of future price performance.
Our closing stock price on July 15, 2005, the record date, was $20.64. Information used on this graph was
obtained from Nasdaq. Although we believe the information to be accurate, we are not responsible for any
€rrors or omissions.

This chart is not “soliciting material.” It is not deemed filed with the Securities and Exchange
Commission and it is not to be incorporated by reference in any of our filings under the Securities Act of 1933,
as amended, or the Securities Exchange Act of 1934, as amended.
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AUDIT COMMITTEE REPORT

The Audit Committee is responsible for reviewing the scope and timing of audit services and any other
services that Genesis’s independent accountants are asked to perform, the auditors’ report on Genesis’s
consolidated financial statements following completion of their audit, and Genesis’s policies and procedures
with respect to internal accounting and financial controls. The Board of Directors has adopted a written
charter for the Audit Committee, which is available on our Web site located at www.gnss.com, and was filed
as an Exhibit to our 2004 proxy statement. All members of this committee are independent members of the
Board of Directors.

We reviewed Genesis’s audited consolidated financial statements for fiscal year 2005 and discussed such
statements with management. We discussed the matters required by Statement of Auditing Standards No. 61
(Communication with Audit Committees) with KPMG LLP in Canada, Genesis’s independent accountants
during fiscal year 2005.

We received the written disclosures and the letter required by Independent Standards Board Standard
No. 1 (Independence Discussions with Audit Committees), as may be modified or supplemented, from
KPMG LLP and discussed with them their independence. Based on the review and discussions noted above,
we recommended to the Board of Directors that Genesis’s audited consolidated financial statements be
included in its Annual Report on Form 10-K and the annual report to stockholders for the year ended
March 31, 2005, and be filed with the U.S. Securities and Exchange Commission.

The information contained in this report of the Audit Committee shall not be deemed “soliciting
material” or to be filed with the Securities and Exchange Commission, nor shall such information be
incorporated by reference by any general statement incorporating by reference this proxy statement into any
filing under the Securities Act of 1933, as amended, or the Securities Exchange Act of 1934, as amended,
except to the extent that Genesis specifically incorporates this information by reference, and shall not
otherwise be deemed filed under such Acts.

Respectfully submitted by the Audit Committee,

Robert H. Kidd
Chairman

Tim Christoffersen

Jon Castor

July 28, 2005
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STOCKHOLDER PROPOSALS

You may present proposals for inclusion in our proxy statement for consideration at our 2006 annual
meeting by submitting them in writing to our Secretary in a timely manner. Pursuant to Rule 14a-8(e) of the
Securities Exchange Act of 1934, as amended, your proposals must be received by us no later than March 29,
2006 to be included in the proxy statement for that meeting and must comply with the requirements of
Rule 14a-8.

Any proposals submitted by you after March 29, 2006, but on or before June 15, 2006, may be eligible for
consideration at next year’s annual meeting, but will not be eligible for inclusion in the proxy statement for
that meeting. Any proposal received after June 15, 2006 will be considered untimely for our 2006 annual
meeting.

CONTACTING THE BOARD OF DIRECTORS

Stockholders may communicate with the Board of Directors of the Company by sending an email to the
Secretary of the Company at corporate.secretary(@gnss.com. Alternatively, stockholders may communicate
with the Board of Directors by mail at the following address: Board of Directors c¢/o Corporate Secretary,
Genesis Microchip Inc., 2150 Gold Street, Alviso, California 95002, The Secretary will collect, organize and
monitor these communications and will ensure that appropriate summaries of all received messages are
provided to the Board of Directors at its regularly scheduled meetings. Stockholders who would like their
submission directed to a specific director may so specify, and the communication will be so forwarded, as
appropriate. Where the nature of a communication warrants, the Secretary may decide to obtain the more
immediate attention of the appropriate committee of the Board of Directors or an independent director, or the
Company’s management or independent advisors, as the Secretary considers appropriate.

By ordér of the Board of Directors,

s i

Ava M. Hahn
Secretary

July 28, 2005
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EXPLANATORY NOTE

This Annual Report on Form 10-K/A (“Form 10-K/A”) is being filed as Amendment No. 1 to our
Annual Report on Form 10-K for the fiscal year ended March 31, 2005, which was filed with the Securities
and Exchange Commission (SEC) on June 9, 2005 (the “Original Filing”). We are filing this Amendment
No. 1 to replace the attestation report by our independent accounting firm that appears before our audited
consolidated financial statements with the Report of Independent Registered Public Accounting Firm, which
was executed and delivered to Genesis Microchip on June 8, 2005 prior to the Original Filing, but
inadvertently excluded from the EDGAR version of the Original Filing. Other than the replacement of the
attestation report with the Report of Independent Registered Public Accounting Firm, dated June 7, 2005, and
the inclusion of an updated Consent of Independent Registered Public Accounting Firm, dated July 8, 2005,
as Exhibit 23.1 hereto, there have been no other changes to the Original Filing.

This Form 10-K/A continues to describe conditions as of the date of the Original Filing, and we have not
updated the disclosures contained herein to reflect events that have occurred subsequent to that date. Other
events occurring after the date of the Original Filing or other information necessary to reflect subsequent
events will be disclosed in reports filed with the SEC subsequent to the Original Filing.

STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

This report contains “forward-looking statements” within the meaning of Section 27A of the Securities
Act of 1933 and Section 21E of the Securities Exchange Act of 1934. Forward-looking statements relate to
expectations concerning matters that are not historical facts. Words such as “projects,” “believes,” “antici-
pates,” “plans,” “expects,” “intends” and similar words and expressions are intended to identify forward-
looking statements. We believe that the expectations reflected in the forward-looking statements are
reasonable but we cannot assure you that those expectations will prove to be correct. Important factors that
could cause our actual results to differ materially from those expectations are disclosed in this report,
including, without limitation, in the “Risk Factors” described in Item 7. All forward-looking statements are
expressly qualified in their entirety by these factors and all related cautionary statements. We do not undertake
any obligation to update any forward-looking statements.

TRADEMARKS

Genesis®, Genesis Display Perfection™, Faroudja®, DCDi® by Faroudja, Faroudja Picture Plus®,
Faroudja DCDi Cinema®, Faroudja DCDi Edge®, Nuon® SmartSCAN®, RealColor®, Real Recovery™,
Ultra-Reliable DVI®, Energy Spectrum Management®, and ESM® are our trademarks or registered
trademarks. This report also refers to the trademarks of other companies.

AVAILABLE INFORMATION

Qur Internet address is www.gnss.com. We make publicly available free of charge on our Internet
Web site our annual report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, and
amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the Securities Exchange
Act of 1934 as soon as reasonably practicable after we electronically file such material with, or furnish it to,
the Securities and Exchange Commission.

In addition, the public may read and copy any materials we file with the SEC at the SEC’s Public
Reference Room at 450 Fifth Street, N.W., Washington, D.C. 20549. You may obtain information on the
operation of the Public Reference Room by calling the SEC at 1-800-SEC-0330. The SEC maintains an
Internet site that contains reports, proxy and information statements, and other information regarding issuers
that file electronically with the SEC at http://www.sec.gov.

CODES OF ETHICS

We intend to satisfy the disclosure requirement under Item 10 of Form 8-K regarding an amendment to,
or waiver from, a provision of our codes of ethics by filing a current report on Form 8-K with the Securities
and Exchange Commission disclosing such information or, to the extent permissible, by posting such
information on our Web site, www.gnss.com, within the period required by Item 10 of Form 8-K and, as
applicable, the listing standards of the Nasdaq National Market.
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PART I

ITEM 1. BUSINESS:
OVERVIEW

We design, develop and market integrated circuits called display controllers that receive and process
analog and digital video and graphic images for viewing on a flat-panel display. Our display controllers are
typically located inside a flat-panel display device, such as a flat-panel computer monitor or television. We are
currently targeting established display applications such as flat-panel computer monitor, and display applica-
tions such as liquid crystal display (LCD) television, plasma television and digital television.

The transition from analog display systems, such as most televisions and computer monitors that use
cathode ray tubes (CRTs), to digital display systems that use a fixed matrix of pixels to represent an image,
requires sophisticated digital image-processing solutions. Our products solve input, resolution, format and
frame refresh rate conversion problems while maintaining critical image information and improving image
quality. Our display controller products utilize patented algorithms and integrated circuit architectures as well
as advanced integrated circuit design and system design expertise.

We began business as a Canadian company in 1987, and changed our domicile to become a Delaware
corporation in February 2002. Until 1999, we were focused primarily on developing digital image processing
technologies. In May 1999, we acquired a private U.S. corporation, Paradise Electronics, Inc., which, in
addition to developing digital image processing technologies, was developing analog and mixed signal
communications technologies. We have now combined analog and mixed signal technologies with digital
image processing technologies into more comprehensive display controller solutions.

In February 2002, we acquired a public U.S. corporation, Sage, Inc. In addition to bringing additional
image processing and mixed signal technologies to address the flat-panel monitor market, Sage was developing
significant expertise in technologies addressing other emerging display applications, including those technolo-
gies acquired during Sage’s acquisition of Faroudja, Inc. in June 2000. In March 2002, we acquired the
technology assets of VM Labs, Inc. Those technologies included digital video decoding and audio technolo-
gies. These acquisitions improved our product offerings for the flat-panel monitor market, and our ability to
diversify our business into other emerging display markets, such as LCD television.

In March 2003, we entered into an agreement to merge with Pixelworks, Inc., an Oregon corporation. In
August 2003, both companies agreed to terminate the proposed merger. Under the terms of the agreement,
the parties agreed to a mutual release of claims, and Pixelworks paid us $5.5 million as a reimbursement of our
expenses.

We operate through subsidiaries and offices in the United States, Canada, China, India, Japan,
South Korea and Taiwan. Our business is conducted globally, with the majority of our suppliers and customers
located in China, Japan, South Korea and Taiwan. For a geographical breakdown of our revenues, long-lived
assets and information regarding our operating segment, see Note 14 to our consolidated financial statements
included in Item 8 of this report.

MARKETS AND APPLICATIONS
Our targeted applications include the following:

* Flat-Panel Computer Monitors. Flat-panel computer monitors using LCDs are increasingly replacing
monitors that use CRTs. For the year ended March 31, 2005, the flat-panel computer monitor
controller market represented an estimated 54% of our total revenues. Companies whose flat-panel
computer monitors incorporate our products include AOC, BenQ, Dell, Fujitsu, Gateway,
Hewlett-Packard, IBM, Legend, Lite-On, NEC, Philips, Samsung, Sony, ViewSonic, and many other
leading brands.

o Flat-Panel Television. We are leveraging our technologies in video image processing to produce
products for the fast-growing flat-panel television and high definition digital television applications.
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These products may also be designed into other applications such as home theaters, video projectors
and DVD players. Companies whose flat-panel televisions incorporate our products include leading
manufacturers for these TVs, such as Changhong, Dell, Eizo, Fujitsu, Hisense, liyama, LG, NEC,
Philips, Samsung, Sharp, Sony, Toshiba, Vestel and Zenith. For the year ended March 31, 2005, the
flat-panel television controller market represented an estimated 44% of our total revenues.

Faroudja Home Theater Systems. We leverage our patented technologies to develop, manufacture
and sell a broad portfolio of products catering to the home theater and industrial markets. These
products include video processors that produce cinema-quality images for large screen applications
such as home theaters; plasma packages that combine optimized plasma panels with high performance
digital video processors; projector packages and DLP projectors that offer high performance, digital
theater projection systems for business and home theater applications, all sold through authorized
home theater dealers and installers. For the year ended March 31, 2005, the Faroudja home theater

systems business represented an estimated 2% of our total revenues.

PRODUCTS

The following table shows our principal integrated circuit product families and Faroudja home theater
systems as of March 31, 2005:

Product Family

Description

Markets

FLI22xx/FLI123xx .. Video format conversion and image CRT TVs, flat-panel TVs, DVD
enhancement processors players, video projectors

gmlSxx/gml6xx .... Graphics/TV video processors for LCD monitors, flat-panel TVs, video
SXGA-WUXGA resolutions projectors

gm2ixx. .. ........ Integrated analog LCD monitor LCD monitors and other fixed-
controllers (for XGA and SXGA- resolution pixilated displays
resolution monitors)

gm22xx/gm52xx .... Integrated LCD monitor controllers Multi-function monitors and entry-
supporting resolutions up to SXGA level LCD TVs

gm23xx/gm33xx .... Integrated LCD monitor controllers LCD monitors
supporting resolutions up to SXGA

gmS0xx........... Dual interface analog and DVI LCD Multi-synchronous LCD monitors and
monitor controllers (for XGA to UXGA  other fixed-resolution pixilated displays
resolutions) with frame rate conversion

gmSIxx. ... ....... Dual interface analog and DVI LCD LCD monitors and other fixed-
monitor controllers (for XGA and resolution pixilated displays
SXGA-resolution monitors)

gmé0Xx........... Digital TV video processors CRT TVs, flat-panel TVs, video

projectors

gm 7030.......... Digital CRT interface controller Digital CRT displays

gmZAN3xx ....... Analog interface LCD monitor LCD monitors and other fixed-
controllers (for XGA and SXGA- resolution pixilated displays
resolution monitors)

JagASM/Jag200.... Analog and digital interface LCD Multi-synchronous LCD monitors and
monitor controllers (for SXGA to other fixed-resolution pixilated displays
UXGA-resolution monitors)

gmS6xx/26xx

(Phoenix) ........ Pin/firmware compatibly family of Mainstream LCD monitors using

analog & dual (DVI & analog) input
LCD monitor controllers for XGA and
SXGA resolutions

LVDS or RSDS LCD panels




Product Family Description Markets

FLI&125 (Hudson) Single chip flat-panel TV controller for Cost-sensitive flat-panel and digital
cost sensitive applications with 2D CRT TVs
NTSC/PAL decoder and DCDI Edge
Faroudja video processing

FLI8532 (Cortez) .. Single chip high-end flat-panel TV Mid-range to high-end flat-panel TVs
controller with 3D NTSC/PAL decoder
and high-end DCDI Cinema Faroudja
video processing
FLI5961 (Oak) .... Single chip highly integrated, mixed- Multi-function monitors
signal LCD controller for multi-function
monitors supporting resolutions up to
WUXGA

Faroudja Home Theater Systems Products

DVP1000/1010 .. ... Digital video processors HD projection and fixed-pixel
displays. Professional/high-end home
theater systems

DVP1500/1510. . ... Digital video processors that incorporate ~ HD projection and fixed-pixel
DVD drives displays. Professional/high-end home
theater systems
DVP4000 .......... Digital video processors that incorporate ~ HD projection and fixed-pixel
DVD drives displays. Professional/high-end home
theater systems
Plasma packages . ... 42-inch, 50-inch or 61-inch High HD projection and fixed-pixel
Definition plasma TVs packaged and displays. Professional/high-end home
optimized for use with Faroudja digital theater systems
video processor systems
Projection systems .. High Definition DLP and DILA HD projection and fixed-pixel
projectors packaged and customized for displays. Professional/high-end home
use with Faroudja digital video theater systems

processor systems

RESEARCH AND DEVELOPMENT
Our research and development efforts are performed within the following specialized groups:

» Algorithm development group: focuses on developing high-quality image processing technologies and
their implementation in silicon.

* Product development group: focuses on developing standard semiconductor components to service
our monitor and computer OEM customers. In addition, we develop semiconductor components to
serve customers who are designing products for new market applications, such as flat-panel television
and other potential mass markets.

« Software engineering group: develops the software environment required for our products to work
within target systems. Software is embedded in many of our products. The other major role of software
engineering is tool development. We provide sophisticated software tools to help our customers develop
their applications and customize their software to improve the productivity of those engineers involved
in the process of getting their products into production.

As of March 31, 2005, we had 207 full-time employees engaged in research and development.
Expenditures for research and development, including stock-based compensation, were $33.3 million for the
year ended March 31, 2005, $31.0 million for the year ended March 31, 2004 and $33.3 million for the year
ended March 31, 2003.




CUSTOMERS, SALES AND MARKETING

Our sales and marketing personnel work closely with customers, industry leaders, sales representatives
and our distributors to define features, performance, price and market timing of our products. We focus on
developing long-term customer relationships with both system manufacturers and equipment manufacturers.
Our marketing group includes application engineers who support customer designs as well as producing
evaluation boards and reference designs for both LCD monitors and flat-panel television applications, thereby
providing complete turnkey solutions that facilitate the integration of our products into the end products
manufactured by our customers.

We sell and market our products directly to customers and through regional sales representatives and
distributors. Prior to selling our products, we provide our customers with technical support, design assistance
and customer service both at their facilities and through our offices in the United States, Canada, India,
Japan, South Korea, China, and Taiwan. Qur sales representatives and distributors also provide ongoing
support and service on our behalf. We generally provide a one-year warranty for our integrated circuit
products.

We derive a substantial portion of our revenues from a limited number of products. For the year ended
March 31, 2005, our top five products contributed 52% of our total revenues. For the year ended March 31,
2004, our top five products contributed 44% of our total revenues. For the year ended March 31, 2003, our top
five products contributed 52% of our total revenues.

Our sales are also derived from a limited number of customers. Our largest five customers accounted for
52% of total revenues in fiscal 2005, 53% of total revenues in fiscal 2004 and 55% of total revenues in
fiscal 2003.

For the year ended March 31, 2003, two customers, Samsung Electronics Co. and LG Electronics, Inc.,
each accounted for more than 10% of our total revenues. For the year ended March 31, 2004, two customers,
Samsung Electronics Co. and Royal Philips Electronics, N.V., each accounted for more than 10% of our total
revenues. For the year ended March 31, 2003, two customers, Samsung Electronics Co. and LG Electronics,
Inc., each accounted for more than 10% of our total revenues. At March 31, 2005 one customer represented
more than 10% of accounts receivable trade. At March 31, 2004 and 2003, two and four customers each
represented more than 10% of accounts receivable trade, respectively. The loss of any significant customer
could have a material adverse impact on our business.

We sell our products primarily outside of the United States. For the year ended March 31, 2005, 96% of
our revenues were from sales to China, Japan, South Korea, Taiwan, other countries located in Asia, and
Europe, and 4% of our revenues were from customers in the United States.

Additional information on the concentration of our revenues by geography, customers and markets can be
found in Note 14 to our consolidated financial statements included in Item 8 of this report.

As of March 31, 2005, our sales and marketing force totaled 172 people. This included 60 field
application engineers whose role is to create reference designs and assist our customers to incorporate our
integrated circuits into their products.

MANUFACTURING

Third parties with state-of-the-art fabrication equipment and technology manufacture our products. This
approach enables us to focus on product design and development, minimizes capital expenditures and provides
us with access to advanced manufacturing facilities. Currently, our products are being fabricated, assembled or
tested by Taiwan Semiconductor Manufacturing Corporation, Advanced Semiconductor Engineering, Inter-
national Semiconductor Engineering Labs, Global Advanced Packaging Technology Co. Ltd., STATS
ChipPAC Ltd., and Siliconware Precision Industries Ltd. These manufacturers assemble and test our
products based on the design and test specifications we have provided. After this process has been completed,
the manufacturers will then ship our products to OEMs or system integrators for integration into the final
product. As semiconductor manufacturing technologies advance, manufacturers typically retire their older
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manufacturing processes in favor of newer processes. When this occurs, the manufacturer generally provides
notice to its customers of its intent to discontinue a process, and its customers will either retire the affected
part or design a newer version of the part that can be manufactured on the more advanced process.
Consequently, our products may become unavailable from their current manufacturers if the processes on
which they are produced are discontinued. Our devices are produced using 0.25, 0.18 and 0.16 micron process
technologies and these geometries will likely be available for the next two to three years. We must manage the
transition te new parts from existing parts, We have commitments from our suppliers to provide notice of any
discontinuance of their manufacturing processes in order to assist us in managing these types of product
transitions.

All of our products are currently sourced such that we have only one supplier for any one semiconductor
die. Based on our current production volumes, this approach of single sourcing is reasonable. As our volumes
grow, we intend to secure sufficient fabrication capacity and diversify our sources of supply. Any inability of a
current supplier to provide adequate capacity would require us to obtain products from alternate sources.
There is a considerable amount of time required to change or start a new wafer fabrication supplier for any
single product, as well as substantial costs to bring that supplier into volume production. Should a source of a
product cease to be available, we believe that this would have a material adverse effect on our business,
financial condition and results of operations. We have no guarantees of minimum capacity from our suppliers
and are not liable for minimum purchase commitments.

QUALITY ASSURANCE

Genesis strives for continuous quality improvement and consistent delivery of high quality outputs at all
stages of product development, manufacturing and delivery. We are an 1SO 9001 certified company. We aim
to provide reliable, high quality products and services by assigning stringent checks and controls at all stages of
product creation and delivery.

Our business model requires use of manufacturing subcontractors. Since we depend heavily on our
subcontractors’ ability to meet our requirements and provide quality products, we must carefully select our
subcontractors. We employ detailed processes for supplier qualification, monitoring and review to help ensure
quality of our subcontractors’ deliverables. All our primary manufacturing subcontractors are 1SO 9000
certified.

We also focus on continuous process improvement. This improvement is not limited to manufacturing
and testing processes. We review our development and product planning processes in an effort to design
quality into our products from the start. We also have demanding criteria for various stages of product release.
Product is considered fit for release to mass production only when compliance to these criteria is considered
satisfactory upon formal cross-functional reviews.

We use data provided by subcontractors as well as our own qualification testing in an effort to ensure that
our products are reliable. This testing includes accelerated stress testing at elevated temperatures and voltages,
environment testing and many other types of testing using methods which are recognized industry standards.
The need for failure analysis may arise during product development or during use by a customer. We perform
failure analysis of our devices using in-house and subcontracted facilities. Depending on the failure we use
both non-destructive and destructive failure analysis techniques so as to ensure that any decisions to be taken
as a result of the failure are informed and based on quantifiable information and data.

We have also taken steps towards addressing environmental concerns. For example, we have qualified
lead-free packaging for our products to provide our customers the option of ordering products in lead-free
packaging.

INTELLECTUAL PROPERTY AND LICENSES

We protect our technology through a combination of patents, copyrights, trade secret laws, trademark
registrations, confidentiality procedures and licensing arrangements. We have over 185 United States and
foreign patents with additional patent applications pending. In addition to the United States, we apply for and
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have been granted numerous patents in other jurisdictions, including Europe, China, Singapore, Japan,
Taiwan and South Korea. Our patents relate to various aspects of algorithms, product design or architectures.
To supplement our proprietary technology, we also license technology from third parties.

We have patents in the areas of scaling and format detection that expire in 2017, which we believe are
material to our monitor business. We also believe that these patents are enforceable. However, we do not
believe that our patents necessarily prohibit third parties from competing with us, as other parties may be able
to design competing products without relying on our patents. In addition, our ability to enforce our patents is
subject to general litigation risks. In protecting our patents, we may need to litigate to assure our patents are
not infringed. Litigation can be time-consuming and expensive, and there can be no assurance that we will be
successful in any litigation we undertake. An unfavorable outcome to litigation could result in invalidation of
the patents we assert.

COMPETITION

The market in which we operate is intensely competitive and is characterized by technological change,
evolving industry standards and rapidly declining average selling prices. We face competition from both large
companies and start-up companies, including ATI Technologies, Broadcom Corp., Intel Corp., LSI Logic
Corp., Micronas Semiconductor Holding AG, Media Reality Technologies, Inc., Mediatek Corp., Mstar
Semiconductor, Inc., Novatek Microelectronics, Philips Semiconductors, a division of Philips Electron-
ics N.V,, Pixelworks, Inc., Realtek Semiconductor Corp., Silicon Image, Inc., ST Microelectronics, Inc.,
Trident Microsystems, Inc., and Zoran Corporation. In addition, many our of current and potential customers
have their own internally developed integrated circuit solutions, and may choose not to purchase solutions
from third party suppliers like Genesis. We anticipate that as the market for our products develops, our current
customers may develop their own products and competition from diversified electronic and semiconductor
companies will intensify. Some competitors are likely to include companies with greater financial and other
resources than us. Increased competition could harm our business, by, for example, increasing pressure on our
profit margins or causing us to lose customers.

We believe that the principal competitive factors in our markets are:
+ product design features and performance,

» product price,

+ image quality,

+ the time to market of our products, and

» the quality and speed of customer support.

BACKLOG

Our customers typically order products using purchase orders that may be canceled or rescheduled
without significant penalty. These purchase orders are subject to price negotiations and to changes in
quantities of products and delivery schedules that reflect changes in their requirements and manufacturing
availability. Historically, most of our sales have been made pursuant to short lead-time orders. In addition, our
actual shipments depend on the manufacturing capability of our suppliers and the availability of products from
those suppliers. As a result of the foregoing factors, we do not believe our backlog at any given time is
necessarily a meaningful indicator of our future revenues. We do, however, track revenue and backlog trends
on a quarter-to-quarter basis as a means of comparing revenue at a particular date in a quarter to revenue at
comparable dates in past quarters.

EMPLOYEES

As of March 31, 2005, we employed a total of 476 full-time employees, including 207 in research and
development, 172 in sales and marketing, 40 in manufacturing operations and 57 in finance, information
technology, human resources and administration. We employ a number of temporary and part-time employees

-




and consultants on a contract basis. Qur employees are not represented by a collective bargaining organization.
We believe that relations with our employees are satisfactory.

EXECUTIVE OFFICERS

The following table lists the names and positions held by each of our executive officers as of March 31,
2005:

Name Age Position

Elias Antoun . .......... ... ........ 48 Chief Executive Officer and Director

Anders Frisk ............. ... .... 49  Executive Vice President

Michael Healy.................. ... 43 Chief Financial Officer and Senior Vice
‘ President, Finance

Tzoyao Chan...................... 52 Senior Vice President, Engineering

Raphael Mehrbians................. 45 Senior Vice President, Product Marketing

Mohammad Tafazzoli .............. 45 Senior Vice President, Operations

Ernest Lin .............coivnnnn... 51 Senior Vice President, Worldwide Sales

Rajeev Munshi .................... 41 Vice President, Quality Assurance

KenMurray.......c.ooooviininn, 54  Vice President, Human Resources

AvaHahn ........ ... ... .. .. 32 General Counsel and Secretary

Elias Antoun has served as Chief Executive Officer and a member of our Board of Directors since
November 2004. Prior to his appointment, Mr. Antoun served as the President and Chief Executive Officer of
Pixim, Inc., an imaging solution provider for the video surveillance market, between March 2004 and
November 2004. From February 2000 to August 2003, Mr. Antoun served as the President and Chief
Executive Officer of MediaQ, Inc., a mobile handheld graphics IC company acquired by NVIDIA
Corporation in August 2003. From January 1991 to February 2000, Mr. Antoun held a variety of positions
with LSI Logic Corporation, most recently serving as Executive Vice President of the Consumer Products
Division from 1998 until his departure in January 2000. Mr. Antoun has served as a Director of HPL
Technologies, Inc. since August 2000 and as Chairman of the Board of Directors of HPL Technologies, Inc.
since July 2002.

Anders Frisk has served as Executive Vice President since January 2003. Mr. Frisk joined Genesis in
March 2000 as Vice President, Marketing. Prior to then, he served as Director of Technology Planning with
Nokia from February 1998 to March 2000, and as PC Architecture Manager with Fujitsu ICL Computers
from April 1991 to January 1998. Mr, Frisk has served on the board of the Video Electronics Standards
Association, or VESA, and chaired VESA’s Monitor Committee for four years. Mr. Frisk holds a master’s
degree in electrical engineering from Stockholm’s Royal Institute of Technology.

Michael Healy has served as Chief Financial Officer and Senior Vice President of Finance since
February 2004. Previously, Mr. Healy served as Chief Financial Officer of Jamcracker, Inc., a software and
application service provider, from November 2002 to February 2004. From September 1997 to January 2002,
Mzr. Healy held senior level finance positions at Exodus Communications, including Senior Vice President of
Finance. Prior to then, he held various senior financial management positions at Apple Computer, and was an
auditor at Deloitte & Touche. Mr. Healy holds a bachelor’s degree in accounting from Santa Clara University
and is a Certified Public Accountant. Mr. Healy is a member of the American Institute of Certified Public
Accountants and the California Society of Certified Public Accountants.

Tzoyao Chan has served as Senior Vice President, Engineering since February 2003. Prior to then,
Mr. Chan served as Vice President, Engineering from May 1999. Mr. Chan joined Genesis as the result of the
merger with Paradise Electronics. Prior to joining Paradise in May 1997, Dr. Chan was Director of
Engineering at Cirrus Logic, Inc., a semiconductor company. He has also held various engineering and
management positions at several chip-design companies including Bell Labs (now Lucent Technology),
Intel Corp, LSI Logic, Chips & Technologies and S3. Dr. Chan holds a Ph.D. in electrical engineering from
the University of Arizona.




Raphael Mehrbians has served as Senior Vice President, Product Marketing since September 2003.
Mr. Mehrbians joined Genesis in February 2002 as Vice President, LCD Monitor Product Marketing.
Mr. Mehrbians served as Director of Marketing for NeoMagic Corporation, a handheld applications processor
company, from October 1999 to February 2002. Prior to then, he was Vice President of Product Marketing for
Lexar Media, a digital storage media company, from April 1997 to October 1999. Mr. Mehrbians also served
in various positions including Director of Marketing for Cirrus Logic, Inc., a semiconductor company, from
September 1985 to April 1997. Mr. Mehrbians holds a bachelor’s degree from the University of Michigan, and
a master’s degree in electrical engineering from the University of Michigan.

Mohammad Tafazzoli has served as Senior Vice President, Operations since May 2004. Prior to then,
Mr. Tafazzoli served as Vice President, Operations from June 2000. He was previously the Director of
Operations at Genesis and joined the company as a result of the merger with Paradise Electronics. Prior to
joining Paradise in 1998, Mr. Tafazzoli was a Senior Manager, Product Engineering for the Graphics Business
Unit of Cirrus Logic, Inc., a semiconductor company, from October 1993 to March 1998. Mr. Tafazzoli holds
a bachelor’s degree in electrical engineering from San Jose State University.

Ernest Lin has served as Senior Vice President, Worldwide Sales since January 2005. Prior to joining
Genesis, Mr. Lin served as vice president of global sales at NeoMagic Corporation, a semiconductor company,
from December 2001 to December 2004. Prior to then, Mr. Lin served as executive vice president of business
operations for LinkUp System Corporation from September 1997 until its acquisition by NeoMagic in
December 2001. Prior to then, Mr. Lin held several executive management, sales and engineering positions,
including vice president, Asia Pacific Sales, at Cirrus Logic. Mr. Lin holds an M.B.A. from Santa Clara
University, a master’s degree in computer science from the University of Utah and a bachelor’s degree in
electrical engineering from the National Taiwan University in Taipei, Taiwan.

Rajeev Munshi has served as Vice President, Quality Assurance since December 2002. Mr. Munshi
joined Genesis in December 2000 as Director of Quality Assurance. From June 2000 to December 2000,
Mr. Munshi served as Director of Quality Assurance for ChipPAC, Inc., a provider of semiconductor
packaging and test services. From 1997 to December 2000, Mr. Munshi was Director of Quality and
Reliability of the Mass Storage Division at Cirrus Logic Inc., a semiconductor company. Mr. Munshi holds a
bachelor’s degree from Delhi University, India and an M.B.A. from California State University at Stanislaus.

Ken Murray has served as Vice President, Human Resources since August 2000. He served as Vice
President, Human Resources at Chordiant Software from November 1999 to August 2000 and at NeoMagic
Corporation from July 1997 to November 1999. From 1984 to July 1997, Mr. Murray served as Vice
President, Human Resources for Akashic Memories Corporation, a magnetic media company. Mr. Murray
holds a bachelor’s degree in business administration from San Jose State University.

Ava Hahn has served as General Counsel since May 2003, and as Secretary since October 2003,
Ms. Hahn joined Genesis in August 2002 as Corporate Counsel. From September 2002 to October 2003, she
also served as Assistant Secretary. Prior to Genesis, from August 2000 to August 2002, Ms. Hahn was
Director, Legal Affairs at LuxN, Inc., an optical networking company. Prior to then, Ms. Hahn was an
attorney at Wilson Sonsini Goodrich & Rosati, P.C. Ms. Hahn holds a bachelor’s degree from the University
of California at Berkeley and a J.D. from Columbia Law School.

ITEM 2. PROPERTIES:

Our principal administrative, sales, marketing, service and research and development offices are located
in leased offices in Alviso, California. We also lease offices in San Jose, California, Thornhill, Ontario,
Canada, and Bangalore, India primarily for research and development. In addition, we lease offices in Taipei,
Taiwan, Seoul, South Korea, Shenzen, China, Shanghai, China, and Tokyo, Japan primarily for sales and field
support. We believe our existing facilities are adequate to meet our needs for the immediate future and that
future growth can be accomplished by leasing additional or alternative space on commercially reasonable
terms. Further information on our lease commitments can be found in Note 13 to our consolidated financial
statements included in Item 8 of this report.




ITEM 3. LEGAL PROCEEDINGS:
Silicon Image Litigation

In April 2001, Silicon Image, Inc. (“Silicon Image”) filed a patent infringement lawsuit against Genesis
in the United States District Court for the Eastern District of Virginia (“District Court”) and simultaneously
filed a complaint before the United States International Trade Commission (“ITC”). The complaint and suit
alleged that certain Genesis products that contain digital receivers infringe various Silicon Image patent
claims. Silicon Image was seeking an injunction to halt the sale, manufacture and use of Genesis’s DVI
receiver products and unspecified monetary damages. In December 2001, Silicon Image formally moved to
withdraw its complaint before the ITC and those proceedings have terminated.

In July 2003, the District Court issued a memorandum opinion, followed by a final judgment in
August 2003 and an amended final judgment in December 2003. In its opinion, the District Court ruled that
Genesis and Silicon Image have settled their disputes based on a Memorandum of Understanding (“MOU”)
signed on December 18, 2002. The District Court’s opinion Genesis will pay Silicon Image a monetary
settlement, license fee and running royalties on all DVI and HDMI products. We recorded a provision for
costs associated with this patent litigation in the year ended March 31, 2003; a portion of which was paid in
escrow to the court in August 2003 and an additional undisclosed amount was paid to the court as a bond in
March 2004. The payments to-the court have been accounted for as reductions of the related liability. In
addition, we have established a reserve for contingent royalty payments in the event that the litigation is
resolved against us. '

In January 2004, Genesis filed a notice of appeal to the United States Court of Appeals for the Federal
Circuit. On January 28, 2005, the Court of Appeals found that the district court’s order was not final, and
dismissed the appeal for lack of jurisdiction. The case has returned to the District Court for further
adjudication.

The future financial impact arising from this dispute, any appeal or other legal actions related to the
dispute, is not yet determinable.

MRT, Trumpion and Mstar Litigation

In March 2002, Genesis filed a patent infringement lawsuit against Media Reality Technologies, Inc.
(“MRT”), SmartASIC Inc., and Trumpion Microelectronics, Inc. (“Trumpion”) in the United States
District Court for the Northern District of California. The complaint alleges that the defendant’s display
controllers infringe various claims of a Genesis U.S. patent. Genesis is seeking monetary damages and a
permanent injunction that bars the defendants from making, using, importing, offering to sell, or selling the
allegedly infringing products in the United States. In January 2003, Genesis announced a settlement of its
litigation against SmartASIC Inc. MRT has asserted counterclaims against Genesis, alleging trade secret
misappropriation, interference with economic advantage, and unfair practices and competition. Genesis
intends to vigorously defend against these claims. In May 2003, the court granted Genesis’s motion for
summary judgement on infringement by MRT. In June 20035, as part of a settlement of the litigation,
Trumpion consented to a stipulated judgment admitting its infringement of Genesis’s patent.

Genesis previously filed a similar patent infringement complaint against MRT, Trumpion and Mstar
Semiconductor, Inc. (“Mstar”) in the U.S. International Trade Commission (“ITC”). In August 2004, the
ITC determined that Mstar, MRT and Trumpion infringe Genesis’s patent, and issued an exclusion order
preventing the importation of Mstar, MRT and Trumpion’s infringing display controllers into the
United States, as well as LCD monitors and boards containing these products.

In December 2004, Mstar filed an appeal of the exclusion order and related ITC rulings to the Federal
Circuit Court of Appeals. MRT and Trumpion did not appeal.

In response to a complaint filed by MRT, the Taiwan Fair Trade Commission investigated Genesis’s
alleged violation of the Taiwan Fair Trade Law; however, in December 2004, the Taiwan Fair Trade
Commission found that Genesis did not commit any such violation.
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In response to a complaint filed by Mstar, the Taiwan Fair Trade Commission is investigating Genesis’s
alleged violation of the Taiwan Fair Trade Law. Genesis believes that it has meritorious defenses to the
alleged violation and is cooperating with the investigation.

The future financial impact of these claims is not yet determinable and no provision has been made in our
consolidated financial statements for any future costs or settlements associated with these claims.

Securities Class Action Litigation

In November 2002, a putative securities class action captioned Kuehbeck v. Genesis Microchip et al.,
Civil Action No. 02-CV-05344, was filed against Genesis, former Chief Executive Officer Amnon Fisher, and
former Interim Chief Executive Officer Eric Erdman, and amended in July 2003 to include Executive Vice
President Anders Frisk (collectively the “Individual Defendants™) in the United States District Court for the
Northern District of California. The complaint alleges violations of Section 10(b) of the Securities and
Exchange Act of 1934 (the “Exchange Act”) and Rule 10b-5 promulgated there under against Genesis and
the Individual Defendants, and violations of Section 20(a) of the Exchange Act against the Individual
Defendants. The complaint seeks unspecified damages on behalf of a purported class of purchasers of
Genesis’s common stock between April 29, 2002 and June 14, 2002. The parties are currently awaiting a ruling
on Genesis’s motion to dismiss the case. Genesis believes that it has meritorious defenses to this lawsuit and
will continue to defend the litigation vigorously. The future financial impact of this claim is not yet
determinable and no provision has been made in our consolidated financial statements for any future costs
associated with this claim.

An unfavorable resolution of any of these lawsuits could have a material adverse effect on Genesis’s
business, results of operations or financial condition.

We are not a party to any other material legal proceedings.

ITEM 4. SUBMISSION OF MATTERS TO 4 VOTE OF SECURITY HOLDERS:

No matters were submitted to a vote of security holders during the fourth quarter of fiscal 2004.

PART I

ITEM 5. MARKET FOR OUR COMMON STOCK AND RELATED STOCKHOLDER MATTERS:
MARKET INFORMATION

Our common stock trades on the Nasdaq National Market under the symbol “GNSS.” We have not
listed our stock on any other markets or exchanges. The following table shows the high and low closing prices
for our common stock as reported by the Nasdaq National Market:

High Low

2003 Calendar Year
FIrSt QUAT O . L oottt $18.15  $10.49
Second QUarter ... ... e $19.02 $13.05
Third QUarter . .. ... $16.40 $ 8.69
Fourth Quarter . .. ... v e e $19.87  $11.25

2004 Calendar Year
First Quarter. . .. ... e $22.36  $14.20
Second QUATET . ...\ttt e $19.75  $13.20
Third QUarter . .. ..ot e $13.50 §$ 9.60
Fourth Quarter . . ... ... i $17.29  $13.45

2005 Calendar Year
First QUarter. . ...\ttt ittt e e SO $16.35 $11.98
Second Quarter (to June 3) ... ... i $18.55 $13.32




As of June 3, 2005, we had approximately 185 common stockholders of record and a substantially greater

number of beneficial owners.

DIVIDEND POLICY

We have never declared or paid dividends on our common stock. We currently intend to retain our
earnings for use in our business and therefore we do not anticipate declaring or paying any cash dividends in

the foreseeable future.

ITEM 6. SELECTED CONSOLIDATED FINANCIAL DATA:

Selected consolidated financial data for the last five fiscal years appears below (in thousands, except per

share data):

Year Ended March 31,

2005 2004 2003 2002 2001
STATEMENTS OF OPERATIONS DATA:
Revenues ...........cooiiianennnn.. $204,115  $213,420 $194,325 3$163,370  $63,627
Costof revenues . ......................... 117,694 127,035 119,410 89,287 32,416
Grossprofit ........ ... ... . ... ... ... 86,421 86,385 74,915 74,083 31,211
Operating expenses:

Research and development ............... 33,348 30,983 33,275 21,762 17,413

Selling, general and administrative ......... 48,300 39,149 36,231 21,469 15,947

Amortization of acquired intangibles ....... 10,616 10,616 10,627 1,032 —

Provision for costs associated with patent

litigation . ....... ..o 2,589 12,630 14,504 — —
Restructuring . .......................... — — — 1,858 —
In-process research and development ....... — — — 4,700 —
Total operating expenses ............... 94,853 93,378 94,637 50,821 33,360
Income (loss) from operations .............. (8,432) (6,993)  (19,722) 23,262 (2,149)
Interest and other income, net .............. 1,939 1,725 946 1,463 2,328
Income(loss) before income taxes ........... (6,493) (5,268)  (18,766) 24725 179
Provision for (recovery of) income taxes...... 2,954 (1,063) (4,140) 6,729 (2,483)
Net income (1088) ......vveiiinennn.. $ (9,447) $ (4,205) $(14,636) § 17,996 § 2,662
Earnings (loss) per share;

Basic..........co $ (029) $§ (013) $ (047) $ 082 § o0.14

Diluted ............ ... .. ... ... $ (029) $§ (0.13) § (047) $ 074 $§ 013
Weighted average number of common shares

outstanding:

Basic.......... ... ... 33,084 31,876 31,248 22,025 19,406

Diluted .......... ... i 33,084 31,876 31,248 24,177 19,884

March 31,
2005 2004 2003 2002 2001
BALANCE SHEETS DATA:
Cash, cash equivalents and short-term .

INVESIINENTS . ot e e e e $129,757 $118,222  $113,138 $106,564 $32,827
Working capital . ........... ... .o 156,411 147,651 130,831 139,633 53,190
Total assets ..........ouiiiiiiiinnainn.. 416,292 410,726 402,654 428,391 81,446
Total long-term liabilities, net of current

POTLION . .ottt — — — 328 410
Stockholders’ equity ....................... 389,496 386,855 373,833 383,571 70,389
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Results of operations for the fiscal years ended March 31, 2002 and March 31, 2003 include the financial
impacts of the acquisitions of Sage, Inc. and the assets of VM Labs, Inc. from the dates they were acquired.
Both acquisitions occurred in the fourth quarter of the fiscal year ended March 31, 2002, as described in
Item 7 below.

ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS:

The following contains forward-looking statements within the meaning of Section 27A of the Securities
Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended, including
statements regarding anticipated revenues, gross margins, operating expenses, amortization of intangibles and
stock-based compensation, liquidity, business strategy, demand for our products, average selling prices,
regional market growth, and future competition. Words such as “anticipates,” “expects,”” “intends,” “plans,”
“believes,” “seeks,” “estimates” and similar expressions identify such forward-looking statements. These
Sforward-looking statements are subject to risks and uncertainties that could cause actual results to differ
materially from those indicated in the forward-looking statements. Factors which could cause actual results to
differ materially include those set forth in the following discussion, and, in particular, the risks discussed
below under the subheading “Risk Factors” and in other documents we file with the Securities and Exchange
Commission. Unless required by law, we undertake no obligation to update publicly any forward-looking
statements.

We begin management’s discussion and analysis of financial condition and results of operations
(MD&A) with a general discussion of our target markets, the nature of our products, and some of the
business issues we are facing as a company. Next, we address the critical accounting policies and estimates
that we believe are important to understanding the assumptions and judgments incorporated in our reported
financial results. We then discuss our results of operations for the year ended March 31, 2005, or fiscal 2005
compared to fiscal 2004 and 2003, and corresponding quarterly information within those quarters as viewed
through the eyes of management. Lastly, we provide an analysis of changes in our balance sheet and cash
flows, and discuss our financial commitments. This MD&A should be read in conjunction with the other
sections of this Annual Report on Form 10-K.

OVERVIEW
Our Markets

We develop and market image-processing solutions. We design, develop and market integrated circuits
that receive and process digital video and graphic images. We also supply reference boards and designs that
incorporate our software and proprietary integrated circuits, or chips. Our products are used in large-area
LCDs, such as LCD monitors. Our products are also used in other types of display devices, including LCD
TVs, Plasma TVs, Rear Projection TVs, and Digital CRT TVs.

We generate the majority of our revenue by selling our image-processing solutions to the manufacturers
of LCD monitors and flat-panel TVs. We outsource the manufacturing of our products to large semiconductor
manufacturers, thereby eliminating the need for capital-intensive plant and equipment. Our most significant
cash operating expense is labor, with our workforce employed in research and development of new products
and technologies and in marketing, sales, customer support, and distribution of our products.

Our primary target end-markets are LCD monitors and flat-panel televisions. We also design products
that serve both applications, multi-function monitors, where it is difficult to distinguish between a monitor
with television capability and a television with a PC input. Both of these display devices often use the same
Genesis chip. Similarly, we supply certain customers with chips originally designed for an LCD computer
monitor that the customer may use in flat-panel televisions. We assist customers in developing their designs.
Typically, a TV design will take more time and support from our software and field application engineers than
a monitor design, increasing our costs during a customer’s pre-production period.
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The growth in our target markets is limited by the industry’s capacity to supply LCD panels or other
digital displays. Furthermore, the availability of LCD panels from time to time has been constrained, causing
unexpected increases in the cost of LCD panels to our customers, thus resulting in customers rapidly changing
their demand expectations for our products. Our products usually represent less than two percent of the
average retail cost of a standard flat-panel TV, while the cost of the LCD panel within a LCD monitor or flat-
panel TV represents the majority of the cost of the finished product. Consequently, constraints on availability
of LCD panels or increases in panel costs can result in reduced demand for our products, and it is very difficult
to accurately predict the availability or cost of LCD panels. Conversely, it is the increase in production
volumes of larger size LCD panels in new fabrication facilities coming on line over the next several years that
is expected to result in lower-cost panels and hence lower average selling prices of end products. While panel
prices have decreased significantly over the last few quarters, the impact of this price decline has not yet been
fully reflected at the retail level. However, we believe retail prices will continue to decline and we expect this
to lead to an increase in demand for display controllers.

Our industry is very competitive and growth industries like ours tend to attract new entrants. The LCD
monitor industry is highly competitive. Our average selling prices of monitor display controllers, in spite of
increased functionality have declined by more than 50% over the past two years. We expect the flat-panel
television industry will be as competitive over time. Our strategy is to maintain market leadership through
integration of new features and functions and by providing the highest image quality at a cost-effective price.
We believe we are able to deliver the desired feature-rich image quality through relationships with customers,
patented technologies, effective chip design, software capabilities, and customer support. While maintaining
our leadership in image quality and product feature sets, we strive to maximize profitability by reducing
product cost through efficient chip design and driving costs down throughout our supply chain.

Average selling prices to distributors are typically less than average selling prices to direct customers for
similar products. Sales to distributors typically comprise less than 15% of revenues. Average selling prices and
product margins of our products are typically highest during the initial months following product introduction
and decline over time and as volume increases.

While we primarily market and sell our integrated circuits directly to manufacturers, we also sell finished
systems, primarily to the high-end home theater market, under the Faroudja brand. These products are
generally sold through specialty retail channels and represent a very small portion of our overall revenue.

Part of our overall strategy is to develop intellectual property that is used in our integrated circuits. We
have and will continue to defend our intellectual property rights against those companies that may use our
technology without the proper authorization. At times we may enter into agreements that allow customers or
other companies to license our patented technology.

Revenue Recognition

Genesis recognizes revenue from semiconductor product sales to customers when a contract is estab-
lished, the price is determined, shipment is made and collectability is reasonably assured. Distributor
agreements may be canceled by either party upon specified notice. Genesis grants distributors a right of return
upon termination, either pursuant to the express terms of the agreement, or where no such express terms exist,
Genesis may grant a right of return for other business reasons. Accordingly, revenue and related cost of
revenues from sales to distributors are deferred until the distributors resell the product, which is verified by
point-of-sale reports. At the time of shipment to distributors, we record a trade receivable for the selling price,
relieve inventory of the value of the product shipped and record the gross margin as a component of accrued
liabilities on our consolidated balance sheet. In certain circumstances, where orders are placed with
non-cancelable/non-returnable terms, we recognize revenue upon shipment. Reserves for sales returns and
allowances are recorded at the time of recognizing revenue. To date we have not experienced significant
product returns.
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Manufacturing and Supply

We generally need to place purchase orders for products from our suppliers before we receive purchase
orders from our customers. This is because production lead times for silicon wafers, from which our products
are manufactured, can be as long as three months, while many of our customers place orders only one month
or less in advance of their requested delivery date. We have agreements with suppliers in Asia such that we are
dependent on the suppliers’ manufacturing yields. We continue to look at alternative sources of supply to
reduce our reliance on key suppliers and reduce lead times, though dual sourcing for specific products is more
costly in terms of set-up and yields are typically lower as each manufacturing supplier ramps up production.
While we have frequent communication with significant customers to review their requirements, we are
restricted in our ability to react to fluctuations in demand for our products and this exposes us to the risk of
having either too much or not enough of a particular product. We regularly evaluate the carrying value of
inventory held. For the year ended March 31, 2005, we recorded net reserves totaling $883,000, where we do
not foresee sufficient demand for the on-hand inventory to support the carrying value. An example of this
would be where certain customers transitioned to next generation products more quickly than previously
anticipated.

Global Operations

We operate through subsidiaries and offices in several countries throughout the world. Our corporate
office is located in Alviso (Silicon Valley), California. Our research and development resources are located in
the United States, Canada and India. The majority of our customers are located in Asia, supported by our
sales offices in China, Japan, South Korea, and Taiwan. Qur third party suppliers are located primarily in
Taiwan. Although virtually all of our revenues and costs of revenues are denominated in U.S. dollars, portions
of our revenue and operating expenses are denominated in foreign currencies. Accordingly, our operating
results are affected by changes in the exchange rate between the U.S. dollar and those currencies. Any future
strengthening of those currencies against the U.S. dollar could negatively impact our operating results by
increasing our operating expenses as measured in U.S. dollars.

We do not currently engage in any hedging or other transactions intended to manage the risks relating to
foreign currency exchange rate fluctuations, other than natural hedges that occur as a result of holding both
assets and liabilities denominated in foreign currencies. Our operating expenses are also affected by changes in
the rate of inflation in the various countries in which we operate.

Mergers and Acquisitions

Technology companies often use mergers or acquisitions to accelerate development of products, to realize
potential synergies or to enter new markets, We have made significant acquisitions in the past, for example
Sage Inc. in February 2002, resulting in the recording of significant intangible assets on our balance sheet.

For further details on earlier acquisitions, please refer to previously filed Annual and Quarterty Reports.

Critical Accounting Policies and Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires us to make estimates and assumptions that affect the reported amounts of assets and liabilities, the
disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts
of revenues and expenses during the reporting periods. As described below, significant estimates are used in
determining the allowance for doubtful accounts, inventory obsolescence provision, deferred tax asset
valuation, potential settlements and costs associated with patent litigation and the useful lives of intangible
assets. We evaluate our estimates on an on-going basis, including those related to product returns, bad debts,
inventories, investments, intangible assets, income taxes, warranty obligations and litigation and other
contingencies. We base our estimates on historical experience and on various other assumptions that are
believed to be reasonable under the circumstances, the results of which form the basis for making judgments
about the carrying values of assets and liabilities that are not readily apparent from other sources. Actual
results may differ from these estimates under different assumptions or conditions.
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We believe the following critical accounting policies affect our more significant judgments and estimates
used in the preparation of our financial statements:

» We record estimated reductions to revenue for customer returns based on historical experience. A
customer has a right to return products only if the product is faulty, although in certain circumstances
we agree to accept returns if replacement orders are placed for other products or to maintain our
business relationship. If actual customer returns increase, we may be required to recognize additional
reductions to revenue.

+ We record the estimated future cost of replacing faulty product as an increase to cost of revenues. To
date we have not experienced significant returns related to quality. If returns increase as a result of
changes in product quality, we may be required to recognize additional warranty expense.

+ We maintain allowances for estimated losses resulting from the inability of our customers to make
required payments. If the financial condition of our customers were to deteriorate, resulting in an
impairment of their ability to make payments, additional allowances may be required. We have not
suffered any significant loss in this area.

« We provide for valuation reserves against our inventory for estimated obsolescence or unmarketable
inventory equal to the difference between the cost of inventory and the estimated market value based
upon assumptions about future demand and market conditions. If actual market conditions are less
favorable than those we project, additional inventory valuation reserves may be required.

« We provide for costs associated with settling litigation when we believe that we have a reasonable basis
for estimating those costs. If actual costs associated with settling litigation differ from our estimates, we
may be required to recognize additional costs.

« Goodwill, which represents the excess of cost over the fair value of net assets acquired in business
combinations, is tested annually for impairment, and is tested for impairment more frequently if events
and circumstances indicate that the goodwill might be impaired. The impairment tests are performed
in accordance with FASB Statement of Financial Accounting Standards No. 142, “Goodwill and
Other Intangible Assets”. Accordingly, an impairment loss is recognized to the extent that the carrying
amount of goodwill exceeds its implied fair value. This determination is made at the reporting unit
level. We have assigned all goodwill to a single, enterprise-level reporting unit. The impairment test
consists of two steps. First, we estimate the fair value of the reporting unit. The fair value is then
compared to its carrying amount. Second, if the carrying amount of the reporting unit exceeds its fair
value, an impairment loss is recognized for any excess of the carrying amount of the reporting unit’s
goodwill over the implied fair value of that goodwill. The implied fair value of goodwill would be
determined by allocating the fair value of the reporting unit in a manner similar to a purchase price
allocation in accordance with FASB Statement of Financial Accounting Standards No. 141, “Business
Combinations”. The residual fair value after this allocation is the implied fair value of the reporting
unit goodwill. We perform our annual impairment test on January 1st of each year.

We did not record any goodwill impairment charges in fiscal 2005, 2004, or 2003. Goodwill balances
may also be affected by changes in other estimates, for example, related to the ability to utilize
acquired tax benefits, made at the time of acquisitions.

+ We record a valuation allowance to reduce our deferred tax assets to the amount that we believe is
more likely than not to be realized. Should we determine that we will not be able to realize all or part of
our gross deferred tax asset, an adjustment to the deferred tax asset would be charged to income in the
period such determination was made. In making this determination, we project taxable income by
jurisdiction for the next three years based on market assumptions and company plans, and other
jurisdictional history.

» From time to time, we incur costs related to potential merger activitics. When we assess that we will be
the acquirer for accounting purposes in such transactions and we expect to complete the transaction,
direct costs associated with the acquisition are deferred and form part of the final purchase price. In the
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event these assessments change, any such deferred costs would be expensed. Costs associated with
other merger activities are expensed as incurred.

RESULTS OF OPERATIONS

REVENUE AND GROSS PROFIT
Year Ended March 31,

2005 2004 2003
(In thousands)

Total revenue. .. .. ... ... $204,115  $213,420 $194,325
Gross profit .. ..ot 86,421 86,385 74,915
Gross profit percentage. ............ .. i i 42.3% 40.5% 38.6%
Revenue by geography:

United States. . ..ottt e $ 8923 §$ 13,560 § 12,760
China ... 69,406 79,592 36,854
Japan .. ... 15,288 16,585 19,836
South Korea . ... 52,870 53,628 77,690
TaIWAN . . o 28,824 27,170 32,462
Restof world........ ... ... . i 28,804 22,885 14,723
Total reVenUE . . ..ot $204,115  $213,420 $194,325

Revenue

Total revenue for the year ended March 31, 2005 decrecased by 4.4% to $204.1 million from $213.4 mil-
lion for the year ended March 31, 2004, which in turn represented an increase of 9.8% from $194.3 million for
the year ended March 31, 2003. While unit shipments increased by 15% to 45.8 million units from 39.8 million
units in fiscal 2004, as the markets in which we operate continue to grow, the increase in dollar terms was
offset by lower blended average selling prices (ASPs), which decreased by 17%.

LCD monitor controller ASPs have experienced the largest decline, and estimated revenue from this
market declined to $109.9 million for the year ended March 31, 2005 from $142.8 million in fiscal 2004, as
higher unit shipments were not sufficient to offset ASPs declines of 29%. Our estimate of unit shipments into
flat-panel televisions grew by 47% during the year, driving estimated revenue from this market to $88.9 mil-
lion, an increase of 38% compared to fiscal 2004. Total revenues from shipments into displays with video
capability, such as LCD television, continue to increase and have become a larger proportion of total revenue.
During fiscal 2005, we estimate that approximately 46% of total revenue was from consumer video related
products, compared with 33% for fiscal 2004, and we expect this percentage to grow to more than 50% during
fiscal 2006.

Unit shipments of all controllers increased 47% in fiscal 2004 compared to fiscal 2003, while ASPs
declined by 25% during the same period.

We continue to ship the majority of our product to customers located in Asia, and we expect most of the
growth to come from this area in the future. Within Asia, shipments into China have increased significantly
over the last two years, despite slightly declining revenue in fiscal 2005 primarily due to lower ASPs from units
shipped into the monitor market.

In addition to revenue from shipments of display controllers, we generated revenue from licensing our
patented technology to third parties in connection with the favorable final determination in the ITC case. We
signed licensing agreements with a number of customers during the year ended March 31, 2005, providing
them with the flexibility to maintain multiple sources for supply, while ensuring that we are compensated for
the rights to use our intellectual property.
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Gross Profit

Gross profit for the year ended March 31, 2005 of $86.4 million was flat compared with fiscal 2004, and
represented an increase of approximately 15% over fiscal 2003, While we experienced slightly lower revenues
than fiscal 2004, the mix of product sold and continued efforts to reduce the overall manufacturing cost of our
products, had a favorable impact on gross profit percentage. Gross profit percentage for fiscal 2005 was 42.3%
compared with 40.5% in fiscal 2004 and 38.6% in fiscal 2003. Maintaining a healthy gross profit margin in a
high volume industry where ASPs decline steadily over time is both one of our main challenges and our
strengths. Our leadership position in the monitor market provides us with an advantage over our competitors
with respect to purchasing power, enhancing our ability to remain extremely competitive in all sectors of the
market place.

OPERATING EXPENSES

Management focuses on particular operating expenses in evaluating our financial condition and operating
performance. The following table presents these expenses in the form reviewed by management. Significant
trends and fluctuations between periods are addressed in the narrative which follows. In order to evaluate
operating performance, management internally reports operating expenses in categories of a cash, non-cash,
and non-recurring nature. Non-cash expenses such as the amortization of intangible assets and stock-based
compensation are reviewed separately from other operating expenses. Management finds this presentation to
be a more effective method of assessing current operating performance.

Year Ended March 31,

2005 2004 2003
% of % of % of
3 Revenue $ Revenue $ Revenue
(In thousands)
Research and development. ... ... $31,407 15.4% $28,090 13.2%  $25,609 13.2%

Selling, general and administrative 45,747 224 38,212 17.9 32,784 16.9
Amortization of acquired

intangibles .................. 10,616 5.2 10,616 5.0 10,627 5.5
Stock-based compensation . ... ... 4,494 2.2 3,830 1.8 6,847 3.5
Provision for costs associated with

patent litigation .............. 2,589 1.3 12,630 5.9 14,504 7.4
VM Labs operating and other

restructuring costs ............ - — - - 4,266 2.2

Total operating expenses....... $94,853 46.5% $93,378 43.8% $94,637 48.7%

Research and Development

Research and development expenses include costs associated with research and development personnel,
development tools, hardware and software licenses, and prototyping. Research and development expenses for
the year ended March 31, 2005 were $31.4 million, compared with $28.1 million in fiscal 2004 and
$25.6 million in fiscal 2003. This represents annual sequential increases of at least 10% per year, and is a
reflection of the continued investment in the research and development of technologies addressing the
television and video markets. In addition, the mix of spending has changed, as we devote increasing resources
to improving performance and integration of the more complex multimedia and video applications, especialily
digital TV technologies, while the focus within lower-end monitor applications has switched more to cost
reduction than innovation or integration. Genesis’s move towards lower geometry processes, including 0.13um
and lower, for its highly integrated DTV chips has also increased research and development spending.

These expenses represented 15.4% of revenues in fiscal 2005, 13.2% in fiscal 2004, and 13.2% in
fiscal 2003.
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Selling, General and Administrative

Selling, general and administrative expenses consist of personnel and related overhead costs for selling,
including field application engineers, product marketing, marketing communications, customer support,
finance, human resources, legal, public company costs related, but not limited to, our compliance with the
Sarbanes Oxley Act of 2002, general management functions and commissions paid to sales representatives.
Selling, general and administrative expenses for the year ended March 31, 2005 were $45.7 million, compared
with $38.2 million in fiscal 2004 and $32.8 million in fiscal 2003.

The majority of the $7.5 million increase from fiscal 2004 to 2005 related to three main factors.

First, and most significantly, we invested an additional $2.9 million for increased labor resources,
particularly field application engineers, to support the expected growth in the advanced display market. We
provide technical sales support through ficld application engineers in China, Japan, India, South Korea, and
Taiwan. These engineers assist our customers to integrate our products into their display designs. We believe
that this kind of investment at the early stages of a growing market positions us well to capitalize on the future
unit growth that is forecasted for the television market;

Second, $1.8 million of costs were incurred associated with compliance with the Sarbanes-Oxley Act of
2002. We expect the cost of ongoing compliance to be lower in the future.

And third, we incurred approximately $1.0 million of severance and other costs associated with the
departure of certain employees, including former executive officers.

The increase from fiscal 2003 to fiscal 2004 was also primarily related to additional headcount to support
the expected growth in our target markets.

These expenses represented 22.4% of revenues in fiscal 2005, 17.9% in fiscal 2004, and 16.9% in
fiscal 2003,

Amortization of Acquived Intangibles

Amortization of intangible assets acquired in connection with acquisitions of Sage and the VM Labs
business was $10.6 million for each of the three fiscal years 2005, 2004, and 2003. We anticipate the
amortization of existing acquired intangibles to decline to $9.6 million in fiscal 2006, $1.7 million in fiscal
2007, 2008, and 2009, and zero thereafter, assuming no future acquisition activity.

Stock-Based Compensation

As part of the accounting for the acquisition of Sage in February 2002, the intrinsic value of unvested
options issued in exchange for previously issued Sage options, totaling approximately $18.4 million, is being
amortized to expense over the remaining term of the options, categorized in the statement of operations in
accordance with the nature of the service provided by the related employees. This amortization amounted to
$2.6 million for the year ended March 31, 2005. In addition to this ongoing charge, additional stock-based
compensation of $1.9 million was recorded during fiscal 2005, primarily resulting from the modification of
option grants to certain executives as part of their separation agreements. The remaining $0.2 million of
unamortized deferred stock-based compensation will be amortized during the first quarter of fiscal 2006. The
adoption of Statement of Financial Accounting Standards No. 123 (revised 2004), “Share-Based Payment”
(“SFAS 123R”), which is currently expected to be effective for the Company for fiscal 2007, will result in
additional stock-based compensation beginning in our first fiscal quarter ending June 30, 2006. For further
details of this new accounting pronouncement see Note 2 to the consolidated financial statements. In assessing
operating performance, management excludes these expenses from other research and development and
selling, general and administrative costs.

Costs Associated with Patent Litigation

We have incurred significant costs associated with patent litigation over the past three fiscal years.
However, we incurred substantially less litigation costs during fiscal 2005. During fiscal 2005, we incurred
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legal costs associated with patent litigation of $2.6 million compared to $12.6 million in fiscal 2004 and
$14.5 million in fiscal 2003. The majority of the expense was in connection with certain patent litigation
brought by us against several companies resulting in a favorable ruling in August 2004. If we decide to take
legal action against other companies in the future, or if intellectual property infringement suits are brought
against us or our customers, these costs may increase. More details of the various litigation matters are
described in this report under Item 3, Legal Proceedings.

Total Operating Expenses

Total operating expenses for the year ended March 31, 2005 were $94.9 million, compared with
$93.4 million in fiscal 2004 and $94.6 million in fiscal 2003. While total expenses have remained relatively
constant, the mix of expenditures has changed for the reasons described above.

NON-OPERATING INCOME AND EXPENSES
Gain on Sale of Investment

During the third quarter of fiscal 2004, we sold 36% of our minority interest in a private company for
approximately $1.1 million, realizing a gain of $0.7 million. The remaining investment with a carrying value of
$0.8 million is included in other long-term assets.

Provision for Income Taxes

We recorded income tax expense of $3.0 million for the year ended March 31, 2005, compared with
recoveries of $1.1 million for the year ended March 31, 2004 and $4.1 million for the year ended March 31,
2003.

Our accounting effective tax rate differs from the expected statutory rates due to several permanent
differences including, but not limited to, research and experimental development tax credits, stock-based
compensation expense, foreign exchange fluctuations on the US dollar working capital balances of foreign
subsidiaries, and differences in tax rates in foreign jurisdictions. Any net tax benefit of these items is partially
offset by changes in the valuation allowance against net operating loss carry forwards. A valuation allowance is
recorded to the extent that it is more likely than not that some portion of the deferred tax assets will not be
realized. Historically, the significant majority of the valuation allowance in the financial statements has been
against the tax attributes in the United States. Therefore, the effective tax rate will continue to be directly
impacted by the mix of earnings between the United States and foreign jurisdictions.

On October 22, 2004, the “American Jobs Creation Act of 2004” (“AJCA”) was signed into law. The
AJCA includes a deduction of 85% of certain foreign earnings that are repatriated, as defined in the AJCA.
We elected to apply this provision in the fourth quarter of fiscal 2005. Approximately $73 million of funds
were repatriated by our Canadian operating subsidiary which will be treated as a dividend for U.S. tax
purposes. Only 15% of this dividend is taxable, but this may not be sheltered by net operating losses, resulting
in a tax charge to the Company of approximately $3.7 million dollars. This charge also increased our effective
tax rate for the year. We do not expect to repatriate any more earnings from international affiliates in the
foreseeable future as we consider the investments to be permanent in nature. Therefore, potential US income
or foreign withholding taxes payable on future unremitted earnings will not be provided.

As of March 31, 2005, we had generated deductible temporary differences and operating loss and tax
credit carry forwards. We have approximately $130 million of operating loss carry forwards to offset future
taxable income. The carry forwards expire on various dates through 2025, if not used. Utilization of a portion
of net operating losses is subject to an annual limitation due to the ownership change provisions of the Internal
Revenue Code of 1986 and similar state provisions.

We have established a valuation allowance for deferred tax assets related to certain net operating loss
carry forwards. At March 31, 20035, the valuation allowance totaled $55 million and we have $14 million of net
deferred tax assets on our balance sheet. We may record additional valuation allowances in the future. The
benefit of $30 million of operating losses carry forwards, which relate to acquired entities or deductions
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associated with the exercise of certain stock options, if utilized, will result in an increase to equity or a
reduction of goodwill.

Future income tax provisions will depend on our effective tax rates, the distribution of taxable income
between taxation jurisdictions, foreign exchange rate fluctuations, the amount of research and development
performed in Canada, and the likelihood of being able to utilize available tax credits or losses.

QUARTERLY RESULTS OF OPERATIONS

The following table shows our unaudited quarterly statement of operations data for the most recent
eight quarters reported. This unaudited data has been prepared on the same basis as our audited consolidated
financial statements that are included in Item 8 of this report, and includes all adjustments, consisting only of
normal recurring adjustments, necessary for a fair presentation of such information for the periods presented.
The statement of operations data should be read in conjunction with our consolidated financial statements and
their related notes. Amounts in this table are in thousands, except per share data.

Three Months Ended

Mar. Dec. Sep. Jun. Mar. Dec. Sep. Jun.
2005 2004 2004 2004 2004 2003 2003 2003
(Unaudited)
Revenues............... $52,905 $48,286 $50,078 $52,846 $54,872 $56,498 $48,163 $53,887
Cost of revenues......... 30,578 26,609 28,818 31,689 33,022 34,146 29,108 30,759
Gross profit............. 22,327 21,677 21,260 21,157 21,850 22,352 19,055 23,128
Operating expenses:
Research and
development ........ 8,671 7,928 8,388 8,361 8,461 7,417 8,029 7,076
Selling, general and
administrative .. .. ... 11,729 14,625 10,675 11,271 10,323 9,515 9,995 9,316
Amortization of
intangible assets . . ... 2,654 2,654 2,654 2,654 2,654 2,654 2,654 2,654
Provision for costs
associated with patent .
litigation ........... 233 989 610 757 3,047 3,529 3,454 2,600
Total operating
expenses ......... 23,287 26,196 22,327 23,043 24,485 23,115 24,132 21,646
Income (loss) from
operations ............ (960) (4,519) (1,067) (1,886) (2,635) (763) (5,077) 1,482
Interest and other income,
net ..o, 686 534 407 312 276 9717 301 171
Income (loss) before
income taxes.......... (274) (3,9895) (660) (1,574) (2,359) 214 (4,776) 1,653
Provision for (recovery of) :
income taxes.......... 6,570  (2,985) (346) (285) (420) 35 (938) 260
Net income (loss) ....... $(6,844) $(1,000) § (314) $(1,289) $(1,939) § 179 $(3,838) $ 1,393
Earnings (loss) per share:
Basic .................. $ (0.20) $ (0.03) $ (0.01) $ (0.04) § (0.06) $ 001 $ (0.12) § 0.04
Diluted ................ $ (0.20) $ (0.03) $ (0.01) $ (0.04) $ (0.06) $§ 0.01 $ (0.12) § 0.04
Weighted average number
of shares of common
stock outstanding:
Basic .................. 33,437 33,151 33,030 32,723 32,543 31,948 31,723 31,289
Diluted ................ 33,437 33,151 33,030 32,723 32,543 33,201 31,723 32,800
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Most of our revenues come from sales of semiconductors to manufacturers of flat-panel displays,
including LCD monitors and flat-panel TVs. Revenue fluctuates from quarter to quarter depending on a
number of factors, including, but not limited to the relative growth in the our target markets, changes in our
market share, the rate of decline in ASPs, the price of LCD panels, which often impacts demand for our
products, and inventory levels of display controllers at our customers’ locations. Gross margins have fluctuated
depending on changes in product mix, levels of inventory reserves required, and the difference in rates of
decline of ASP’s compared to average product costs.

Research and development expenses have varied from quarter to quarter primarily due to fluctuations in
staff levels and the timing of non-recurring engineering charges related to new product development. Selling,
general and administrative expenses have varied from quarter to quarter primarily due to increases in staffing
levels for sales and customer support activities, costs associated with compliance of the Sarbanes-Oxley Act of
2002, sales and marketing promotional events, and sales commissions. Costs associated with patent litigation
fluctuate depending on the level of activity related to specific legal proceedings and the timing of provision for
potential settlements. More details of the legal proceedings are described in Item 3 of this report.

Income tax expense (recovery) depends primarily on the levels of taxable income, the distribution of
taxable income between jurisdictions, foreign exchange fluctuations, and the likelihood of being able to utilize
available tax credits or losses. In addition, the provision for income taxes for the quarter ended March 31, 2005
was impacted by the repatriation of funds by our Canadian operating subsidiary, which resulted in a charge of
$3.7 million, as discussed earlier.

Our results of operations have fluctuated significantly in the past and may continue to fluctuate in the
future as a result of a number of factors, many of which are beyond our control. These factors include those
described under the caption “Risk Factors,” among others. Any one or more of these factors could result in
our failure to achieve our expectations as to future operating results. Our expenditures for research and
development, selling, general and administrative functions are based in part on future revenue projections. We
may be unable to adjust spending in a timely manner in response to any unanticipated declines in revenues,
which may have a material adverse effect on our business, financial condition and results of operations. We
may be required to reduce our selling prices in response to competitive pressure or other factors, or to increase
spending to pursue new market opportunities or to defend ourselves against lawsuits that may be brought
against us. Any decline in ASPs of a particular product that is not offset by a reduction in product costs or by
sales of other products with higher gross margins, would decrease our overall gross profit and adversely affect
our business, financial condition and results of operations.

LIQUIDITY AND CAPITAL RESOURCES

Since inception, we have satisfied our liquidity needs primarily through cash generated from operations
and sales of equity securities, initially by way of a public offering, and subsequently under our stock option and
employee stock purchase plans. We believe that our existing cash balances together with any cash generated
from our operations will be sufficient to meet our capital and operating requirements for the foreseeable
future. ‘

Periodically, we may be required to use a portion of our cash balances to increase investment in operating
assets such as accounts receivable or inventory to assist in the growth of our business, or for capital assets such
as land, buildings or equipment. Furthermore, because we do not have our own semiconductor manufacturing
facility, we may be required to make deposits to secure supply in the event there is a shortage of
manufacturing capacity in the future. While we currently have no plans to raise additional funds for such uses,
we could be required or could elect to seek to raise additional capital in the future.
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From time to time we evaluate acquisitions of businesses, products or technologies that are complemen-
tary or strategic to our business. Any such transactions, if consummated, may use a portion of our working
capital or require the issuance of equity securities that may result in further dilution to our existing
stockholders.

March 31,
2005 2004
Cash and short-term investments............... J $129,757  $118,222
Working capital ............ ... ... ... DU $156,411  $147,651
CUrTent TatIO . o . e 6.84 7.19
Receivables days outstanding . .......... ... . i i 52 46
Inventory days . ... ...t e 51 53

We believe that our financial condition remains strong. At March 31, 2005, cash and short-term
investments totaled $129.8 million up from $118.2 million at March 31, 2004 and $113.1 million at March 31,
2003, Our current ratio decreased to 6.84 at March 31, 2005 from 7.19 at March 31, 2004. We have no debt
and we expect to continue to generate cash from operations during fiscal 2006. Net cash provided by operating
activities was $12.9 million for the year ended March 31, 2005 compared with cash used in operating activities
of $0.7 million during fiscal 2004 and cash generated from operating activities of $16.3 million for fiscal 2003.

Working capital uses of cash included the increase in accounts receivable of $2.0 million from March 31,
2004 to March 31, 2005. Days sales outstanding also increased from 46 days at March 31, 2004 to 52 days at
March 31, 2005. This increase reflects the timing of shipments during the period, the mix shift of customers
and, the anticipated impact of extending payment terms to certain key customers. This trend is expected to
continue as we compete with the terms offered by our competition and as our key customers face demands
from their own customers to provide more favorable payment terms. Also, as our customers become more
established in China, we are becoming more comfortable with extending credit. Our credit policy is to offer
credit to customers only after examination of their creditworthiness. Our payment terms range from cash in
advance of shipment, to payment sixty days after shipment. For fiscal 2003, our three largest customers
accounted for approximately 34% of revenue, compared with 36% in fiscal 2004 and 45% in fiscal 2003.
Additionally, the top three customers accounted for 37% of accounts receivable at March 31, 2005 and 42% at
March 31, 2004. Lower inventory and higher accounts payable balances reduced overall non-cash working
capital. Inventory levels decreased by 5% during fiscal 2005. This decrease primarily reflects the decrease in
the average cost of our inventory units on hand and the timing of receipt of inventory during the fourth quarter
of fiscal 2004. Average days of inventory during the year ended March 31, 2005 were 51 days compared to
53 days for the year ended March 31, 2004,

The average inventory levels and the impact on inventory turns is the result of a number of factors
including the accuracy of customer’s forecasts, expected panel and wafer supplies, lead times at our wafer and
back-end suppliers, and pricing considerations, and is not necessarily an indication of what inventory turns
might be in the future. Accounts payable balances increased by $2.2 million, primarily due to the timing of
payments to suppliers.

Net cash from investing activities was $90.0 million during the year ended March 31, 2005. This included
the net sale of short-term investments of $99.0 million offset in part by capital and other spending of
$8.9 million. This compared to $106.3 million used in investing activities in the year ended March 31, 2004,
and $3.1 million provided by investing activities in fiscal 2003.

Net cash provided by financing activities was $7.6 million in the year ended March 31, 2005, and
$13.1 million in the year ended March 31, 2004. This represented funds received for the purchase of shares
under the terms of our stock option plans and employee stock purchase plan. In fiscal 2003, we used
$4.6 million in net cash for financing activities, including $3.1 million to repurchase common stock, and
$7.3 million to settle an outstanding lease liability, as described in Note 8 to the consolidated financial
statements.
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Contractual Obligations

As of March 31, 2005, our principal commitments consisted of obligations outstanding under operating
leases. These commitments include leases for two premises in the United States, located in San Jose and
Alviso, California, two in China and one location in each of Canada, India, Japan, South Korea and Taiwan.
In addition, we have obligations under operating leases for equipment. The aggregate minimum annual
payments required under our lease obligations, excluding expected sub-lease income, by fiscal year are as
follows, in thousands of dollars:

Payments Due by Fiscal Year
Total 2006 2007 2008 2009 2010

Operating lease obligations .......... $10,284  $4,058  $3,105  $1,533  $1,380  $208

Our lease agreements expire at various dates through calendar 2009.

Purchase orders or contracts for the purchase of raw material and other goods and services have not been
separately disclosed. We are not able to determine the aggregate amount of such purchase orders that
represent contractual obligations, as purchase orders may represent authorizations to purchase rather than
binding agreements. Our purchase orders for manufacturing are based on our current needs and are fulfilled by
our vendors within short time horizons. We do not have significant agreements for the purchase of raw
materials or other goods specifying minimum quantities or set prices that exceed our expected requirements
for three months. We also enter into contracts for outsourced services, however, the obligations under these
contracts are not significant and the contracts generally contain clauses allowing for cancellation without
significant penalty.

Further information on lease obligations and commitments can be found in Note 13 to our consolidated
financial statements.
Off-Balance Sheet Arrangements
We do not have any off-balance sheet arrangements that have or are reasonably likely to have a material
current or future effect on our financial condition, revenue or expenses, results of operations, liquidity, capital
expenditures or capital resources.
Capital Commitments
We do not have any capital commitments that will have a material future effect on our financial
condition.

RISK FACTORS

Our quarterly vevenues and operating results fluctuate due to a variety of factors, which may result in
volatility or a decline in our stock price.

Our historical revenues and operating results have varied significantly from quarter to quarter. Moreover,
our operating results in some quarters may not meet the expectations of stock market analysts and investors,
which may cause our stock price to decline. In addition to the factors discussed elsewhere in this
“Risk Factors” section, a number of factors may cause our revenue to fall short of our expectations or cause
fluctuations in our operating results, including:

» QOur ability to make timely new product introductions and gain “design wins” with our customers;
+ Growth rate of the LCD monitor market, flat-panel television market and our other markets;

» Changes in the mix of products we sell;

» Consumer demand for the displays into which our products are incorporated;

* Increased competition and competitive pricing pressures;
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+ Fluctuations in supply or demand for other components included in flat-panel displays;
» Customer inventory levels and manufacturing schedules;
» Supply of products from our third party suppliers;

» Changes in product costs or manufacturing yields or available production capacity at our fabrication
facilities;

« The evolving and unpredictable nature of the markets for the display products that incorporate our
products, especially the flat-panel television market; and

» Costs and outcome of legal proceedings.

As a result of the fluctuation in our revenues and operating results, our stock price can be volatile,
especially if our actual financial performance in a quarter deviates from the financial targets we set at the
beginning of that quarter, or from market expectations.

We face intense competition and may not be able to compete effectively.

The markets in which we operate are intensely competitive and are characterized by technological
change, evolving industry standards and rapidly declining average selling prices. We compete with both large
and small companies, including ATT Technologies, Broadcom Corp., Intel Corp., ST Logic Corp., Micronas
Semiconductor Holding AG, Media Reality Technologies, Inc., Mediatek Corp., Mstar Semiconductor, Inc.,
Novatek Microelectronics, Philips Semiconductors, a division of Philips Electronics N.V., Pixelworks, Inc.,
Realtek Semiconductor Corp., Silicon Image, Inc.,, ST Microelectronics, Inc., Trident Microsystems, Inc.,
and Zoran Corporation. In addition, many of our current and potential customers have their own internally
developed integrated circuit solutions, and may choose not to purchase solutions from third party suppliers like
Genesis.

As the markets for our products continue to develop, our current customers may increase reliance on their
own internally developed solutions, and competition from diversified electronic and semiconductor companies
will intensify. Some competitors, who may include our own customers, are likely to include companies with
greater financial and other resources than us. Our overseas competitors have reduced cost structures that
enable them to compete aggressively on price. Increased competition could harm our business, by, for
example, increasing pressure on our profit margins or causing us to lose customers. Also, the federal district
court for the Eastern District of Virginia has issued an amended final judgment which states that we have
received a license from Silicon Image, Inc. for certain of their DVI and HDMI patents, and must pay
Silicon Image royalties on all of our DVI and HDMI products. This amended final judgment, if not
overturned on appeal, could hinder our ability to compete with unlicensed competitors that are not required to
pay royalties on competing products.

We must develop new products and enhance our existing products to react to rapid technological change.

We must develop new products and enhance our existing products with improved technologies to meet
rapidly evolving customer requirements and industry standards. We need to design products for customers that
continually require higher functionality at lower costs. This requires us to continue to add features to our
products and to include all of these features on a single chip. The development process for these advancements
is lengthy and will require us to accurately anticipate technological innovations and market trends. Developing
and enhancing these products is time-consuming, costly and complex.

There is a risk that these developments and enhancements will be late, fail to meet customer or market
specifications, and will not be competitive with other products using alternative technologies that offer
comparable functionality. We may be unable to successfully develop new products or product enhancements.
Any new products or product enhancements may not be accepted in new or existing markets. If we fail to
develop and introduce new products or product enhancements, that failure will harm our business.
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The loss of any of our major customers could have a significant impact on our business.

The markets for our products are highly concentrated. Our sales are derived from a limited number of
customers. Sales to our largest five customers accounted for 52% of our revenues, and for our largest customer
15%, for the year ended March 31, 2005. We expect that a small number of customers will continue to account
for a large amount of our revenues. The decision by any large customer to decrease or cease using our products
could harm our business. In addition, our customers sell to a limited number of original equipment
manufacturers (OEMs). The decision by any large OEM to decrease or cease using our customer’s products
could, in turn, cause our customer to decrease or cease buying from us. Most of our sales are made on the
basis of purchase orders rather than long-term agreements so that any customer could cease purchasing
products at any time without penalty.

Our success will depend on the growth of the market for flat-panel televisions and LCD monitors.

Our ability to generate revenues will depend on the growth of the market for flat-panel televisions, LCD
computer monitors, and digital televisions. Qur continued growth will also depend upon emerging markets for
consumer electronics markets such as HDTV and home theater. The potential size of these markets and the
timing of their development are uncertain and will depend in particular upon:

+ A significant reduction in the costs of products in the respective markets,

+ The availability, at a reasonable price, of components required by such products (such as LCD
panels), and

» The emergence of competing technologies and standards.

These and other potential markets may not develop as expected, which would harm our business.

We must sell our current products in greater volumes, or introduce new products with improved gross
margins.

Average selling prices for our LCD monitor products have declined. When average selling prices decline,
our revenues decline unless we are able to sell more units, and our gross margin dollars decline unless we are
able to reduce our manufacturing and/or other supply chain costs by a commensurate amount. We therefore
need to sell our current products in greater volumes to offset the decline in their ASPs, while also introduce
new products that have improved gross margins.

The sales of our products are highly concentrated and our products may not continue to be accepted in
the advanced display industry.

Our sales are derived from a limited number of products. Five of our products accounted for 52% of our
revenues for the year ended March 31, 2005. There were no other products accounting for more than ten
percent of our revenues. We expect that a small number of products will continue to account for a large
amount of our revenues.

Our success in the advanced display market, which includes LCD computer monitors, as well as LCD
and digital televisions, home theater, DVD, and HDTV will depend upon the extent to which manufacturers
of those products incorporate our integrated circuits into their products. Our ability to sell products into this
market will depend upon demand for the functionality provided by our products and their pricing. We typically
need to determine the functionality of our products and to complete their design in advance of our customers
completing the designs of their products. As a result, we may not be able to react to changes in our customer’s
desired functionality in a timely manner.
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Our future operating results are highly dependent upon how well we manage our business.

Our future operating results will depend in large part on how well we manage our business, including our
ability to:

« Develop profitable products and meet milestones by accurately forecasting revenues and costs and
allocating resources effectively; ‘

» Develop strategies to protect our brands and to realize their potential value;
» Manage our inventory levels by accurately predicting sales volumes;

» Maximize our gross margins by negotiating favorable yet competitive prices with customers, and by
leveraging volume to reduce costs with our suppliers;

» Develop effective selling tools; and
¢ Monitor and manage expenses.

Any failure by us to effectively manage our business could have a material adverse effect on our results of
operations.

Intellectual property infringement suits brought against us or our customers may significantly harm our
business.

We have been defending claims brought against us by Silicon Image, Inc., alleging that certain of our
products that contain digital receivers infringe various Silicon Image patent claims. On December 19, 2003,
the court issued its amended final judgment in the proceeding, which such judgment is being appealed;
see [tem 3, “Legal Proceedings.” In addition, IP Innovation LLC has sued Dell Computer Corporation, Sony
Electronics, Inc., and Matsushita Electric Corporation of America, alleging patent infringement by certain of
those companies’ respective consumer and/or professional electronics products, including some that contain
our display controller products. These lawsuits or any future patent infringement lawsuits could subject us to
permanent injunctions preventing us from selling the accused products and/or cause us to incur significant
costs, including defense costs, settlements and judgments. In addition, as a result of these lawsuits or any
future patent infringement lawsuits, our existing customers may decide to stop buying our products, and
prospective customers may be unwilling to buy our products.

Intellectual property lawsuits, regardless of their success, would likely be time-consuming and expensive
to resolve and would divert management time and attention.

In addition, if we are unsuccessful and our products (or our customers’ monitors or televisions that
contain our products) are found to infringe the intellectual property rights of others, we could be forced to do
one or more of the following:

» Stop selling the products or using the technology that contain the allegedly infringing intellectual
property;

« Attempt to obtain a license to the relevant intellectual property, which license may not be available on
reasonable terms or at all;

s Incur substantial costs including defense costs, settlements and/or judgments; and
+ Attempt to redesign those products that contain the allegedly infringing intellectual property.
As a result, intellectual property litigation could have a material adverse effect on our revenues, financial
results and market share.
We may be required to indemnify our customers against claims of intellectual property infringement.

From time to time, we enter into agreements with our customers that contain indemnification provisions
for claims based on infringement of third party intellectual property rights. As a result, if such a claim based
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on our products is made against an indemnified customer, we may be required under our indemnification
obligations to defend or settle the litigation, and/or to reimburse that customer for its costs, including defense
costs, settlements and judgments. We may also be subject to claims for indemnification under statutory or
common law. For example, some of our customers have requested assistance and indemnification in
connection with lawsuits or threatened lawsuits by IP Innovation LLC against Dell Computer Corporation
and other consumer electronics companies alleging patent infringement by various products that may contain
our display controller products. This or other patent litigation and any indemnification obligations we may
have could have a material adverse effect on our revenues, financial results and market share, and could result
in significant payments by us that could have a material adverse effect on our financial position.

We may be unable to adequately protect our intellectual property. We rely on a combination of patent,
copyright, trademark and trade secvet laws, as well as non-disclosure agreements and other methods to
protect our proprietary technologies.

We have been issued patents and have pending United States and foreign patent applications. However,
we canmnot assure you that any patent will be issued as a result of any applications or, if issued, that any claims
allowed will be sufficiently broad to protect our technology. It may be possible for a third party to copy or
otherwise obtain and use our products, or technology without authorization, develop similar technology
independently or design around our patents. Effective patent, copyright, trademark and trade secret protection
may be unavailable or limited in foreign countries. In addition, it is possible that existing or future patents may
be challenged, invalidated or circumvented.

We have had significant management turnover, and may not be able to retain or attract the key
personnel we need to succeed.

We have had significant turnover in our management team. We cannot assure you that we will be able to
attract and retain other key employees, including senior management and executive positions. If we cannot
attract and retain these key employees, our business would be harmed, particularly if the departure of any key
employee results in a business interruption or if we are not successful in preserving material knowledge of our
departing employees.

We may become subject to judgments for securities class action suits.

We are a defendant in a securities class action suit. We believe that we have meritorious defenses to the
claims in the securities class action suit as well as adequate insurance coverage to cover any likely unfavorable
outcome. However, this or any future securities class action suit could subject us to judgments in excess of our
insurance coverage and could harm our business. In addition, this kind of lawsuit, regardless of its outcome, is
likely to be time-consuming and expensive to resolve and may divert management time and resources.

The processes used to manufacture our semiconductor products are periodically retired.

As semiconductor manufacturing technologies advance, manufacturers typically retire their older
manufacturing processes in favor of newer processes. When this occurs, the manufacturer generally provides
notice to its customers of its intent to discontinue a process, and its customers will either retire the affected
part or design a newer version of the part that can be manufactured on the more advanced process.
Consequently, our products may become unavailable from their current manufacturers if the processes on
which they are produced are discontinued. Qur devices are mainly 0.25, 0.18, and 0.16 micron technology and
these geometries will likely be available for the next two to three years. We must manage the transition to new
parts from existing parts. We have commitments from our suppliers to provide notice of any discontinuance of
their manufacturing processes in order to assist us in managing these types of product transitions.

Our semiconductor products are complex and are difficult to manufacture cost-effectively.

The manufacture of semiconductors is a complex process. It is often difficult for semiconductor foundries
to achieve acceptable product yields. Product yields depend on both our product design and the manufacturing
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process technology unique to the semiconductor foundry. Since low yields may result from either design or
process difficulties, identifying yield problems can only occur well into the production cycle, when a product
exists which can be physically analyzed and tested.

Defects in our products could increase our costs, cause customer claims, and delay our product
shipments.

Although we test our products, they are complex and may contain defects and errors. In the past we have.
encountered defects and errors in our products. Delivery of products with defects or reliability, quality or
compatibility problems may damage our reputation and our ability to retain existing customers and attract new
customers. In addition, product defects and errors could result in additional development costs, diversion of
technical resources, delayed product shipments, increased product returns, and product liability claims against
us which may not be fully covered by insurance. Any of these events could harm our business.

We subcontract our manufacturing, assembly and test operations.

We do not have our own fabrication facilities, assembly or testing operations. Instead, we rely on others to
fabricate, assemble and test all of our products. Most of our products use silicon wafers manufactured by
Taiwan Semiconductor Manufacturing Corporation, the loss of which could result in a material increase in the
price we must pay for silicon wafers. None of our products are fabricated by more than one supplier. There are
many risks associated with our dependence upon outside manufacturing, including:

+ Reduced control over manufacturing and delivery schedules of products;

+ Potential pohtlcal or environmental risks in the countries where the manufacturing facilities are
located,

+ Reduced control over quality assurance and reliability;

« Increased manufacturing cost to us in the event that manufacturing capacity becomes constrained;
« Difficulty of management of manufacturing costs and quantities;

 Potential lack of adequate capacity during periods of excess demand; and

» Potential misappropriation of intellectual property.

We depend upon outside manufacturers to fabricate silicon wafers on which our integrated circuits are
imprinted. These wafers must be of acceptable quality and in sufficient quantity and the manufacturers must
deliver them to assembly and testing subcontractors on time for packaging into final products. We have at
times experienced delivery delays and long manufacturing lead times. These manufacturers fabricate, test and
assemble products for other companies. We cannot be sure that our manufacturers will devote adequate
resources to the production of our products or deliver sufficient quantities of finished products to us on time or
at an acceptable cost. The lead-time necessary to establish a strategic relationship with a new manufacturing
partner is considerable. We would be unable to readily obtain an alternative source of supply for any of our
products if this proves necessary. Any occurrence of these manufacturing difficulties could harm our business
or cause us to incur costs to obtain adequate and timely supply of products.

Our third-party wafer foundries, third-party assembly and test subcontractors and significant customers
are located in an avea susceptible to natural disasters as well as political unrest.

Most of our outside foundries, third-party assembly and test subcontractors are located in Taiwan, which
is an area susceptible to natural disasters. [n addition, some of our significant customers are located in Taiwan.
Damage caused by natural disasters in Taiwan may result in shortages of water or electricity or cause
transportation difficulties that could limit the production capacity of our outside foundries or the ability of our
subcontractors to provide assembly and test services. Any reduction in production capacity or the ability to
provide assembly and test services could cause delays or shortages in our product supply, which would harm
our business. Foundries located in Taiwan were responsible for most of our semiconductor product revenue for
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the year ended March 31, 2005. Sales to customers located in Taiwan were 14% of our revenue for the year
ended March 31, 2005. If future natural disasters damage our customers’ facilities or equipment they could
reduce their purchases of our products, which would harm our business. In addition, the operations of
suppliers to our outside foundries and our Taiwanese customers could be disrupted by future natural disasters,
which could in turn harm our business by resulting in shortages in our product supply or reduced purchases of
our products. Political tensions between Taiwan and China expose our business to additional risk.

We do not have long-term commitments from our customers, and we allocate resources based on our
estimates of customer demand.

Our sales are made on the basis of purchase orders rather than long-term purchase commitments. In
addition, our customers may cancel or defer purchase orders. We manufacture our products according to our
estimates of customer demand. This process requires us to make multiple demand forecast assumptions, each
of which may introduce error into our estimates. If we overestimate customer demand, we may manufacture
products that we may not be able to sell. As a result, we would have excess inventory, which would increase
our losses. Conversely, if we underestimate customer demand or if sufficient manufacturing capacity were
unavailable, we would forego revenue opportunities, lose market share and damage our customer relationships.

Our lengthy sales cycle can result in uncertainty and delays in generating revenues.

Because our products are based on new technology and standards, a lengthy sales process, typically
requiring several months or more, is often required before potential customers begin the technical evaluation
of our products. This technical evaluation can then exceed six months. It can take an additional six months
before a customer commences volume shipments of systems that incorporate our products. However, even
when a manufacturer decides to design our products into its systems, the manufacturer may never ship
systems incorporating our products. Given our lengthy sales cycle, we experience a delay between the time we
increase expenditures for research and development, sales and marketing efforts and inventory and the time
we generate revenues, if any, from these expenditures. As a result, our business could be harmed if a
significant customer reduces or delays its orders or chooses not to release products incorporating our products.

Our business depends on relationships with industry leaders that are non-binding.

We work closely with industry leaders in the markets we serve to design products with improved
performance, cost and functionality. We typically commit significant research and development resources to
such design activities. We often divert financial and personnel resources from other development projects
without entering into agreements obligating these industry leaders to continue the collaborative design project
or to purchase the resulting products. The failure of an industry leader to complete development of a
collaborative design project or to purchase the products resulting from such projects would have an immediate
and serious impact on our business, financial condition and results of operations. Our inability to establish
such relationships in the future would, similarly, harm our business.

A large percentage of our revenues will come from sales outside of the United States, which creates
additional business risks.

A large portion of our revenues will come from sales to customers outside of the United States,
particularly to equipment manufacturers located in South Korea, China, Japan and Taiwan. For the year
ended March 31, 2005, sales to regions outside of the United States represented 96% of revenues. For that
same period, sales to China and South Korea alone constituted 34% and 26%, respectively, of revenues. These
sales are subject to numerous risks, including;

+ Fluctuations in currency exchange rates, tariffs, import restrictions and other trade barriers;
» Unexpected changes in regulatory requirements;
» Political and economic instability;

» Exposure to litigation or government investigations in these countries;
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» Longer payment periods;

Ability to enforce contracts or payment terms;

» Potentially adverse tax consequences;

+ Export license requirements; and

» Unexpected changes in diplomatic and trade relationships.

Because our sales are denominated in United States dollars, increases in the value of the United States
dollar could increase the price of our products in non-U.S. markets and may make our products more
expensive than competitors’ products denominated in local currencies.

We are subject to risks associated with international operations, which may harm our business.

We depend on product design groups located outside of the United States, primarily in Canada and in
India. We also rely on foreign third-party manufacturing, assembly and testing operations. These foreign

operations subject us to a number of risks associated with conducting business outside of the United States,
including the following:

+ Unexpected changes in, or impositions of, legislative or regulatory requirements,

+ Delays resulting from difficulty in obtaining export licenses for certain technology, tariffs, quotas and
other trade barriers and restrictions,

» Imposition of additional taxes and penalties,
e The burdens of complying with a variety of foreign laws, and

+ Other factors beyond our control, including acts of terrorism, which may delay the shipment of our
products, impair our ability to travel or our ability to communicate with foreign locations.

In addition, the laws of certain foreign countries in which our products are or may be designed,
manufactured or sold may not protect our products or intellectual property rights to the same extent as the
laws of the United States. This increases the possibility of piracy of our technology and products.

The cyclical nature of the semiconductor industry may lead to significant variances in the demand for
our products.

In the past, significant downturns and wide fluctuations in supply and demand have characterized the
semiconductor industry. Also, the industry has experienced significant fluctuations in anticipation of changes
in general economic conditions, including economic conditions in Asia. These cycles have led to significant
variances in product demand and production capacity. They have also accelerated the erosion of average

selling prices per unit. We may experience periodic fluctuations in our future financial results because of
changes in industry-wide conditions.

Our customers experience fluctuating product cycles and seasonality, which causes their sales to
Sfluctuate. :

Our products are incorporated into flat-panel displays. Because the market for flat-panel displays is
characterized by numerous new product introductions, our operating results may vary significantly from
quarter to quarter. Our customers also experience seasonality in the sales of their products, which affects their
orders of our products. Typically, the second half of the calendar year represents a disproportionate percentage
of sales for our customers due to the holiday shopping period for these products, and therefore, a
disproportionate percentage of our sales. Also, our sales in the first quarter of the calendar year may be lower

as a result of the Chinese New Year holiday in Asia. We expect these sales fluctuations to continue for the
foreseeable future.
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A breakdown in our information technology systems could cause a business interruption, impair our
ability to manage our business or report results, or result in the unauthovized disclosure of our
confidential and proprietary information.

Our information technology systems could suffer a sudden breakdown as a result of factors beyond our
control, such as earthquakes, network attacks or intrusions, or problems with our outside vendors who provide
information technology services and network connectivity to us. If our information technology systems were to
fail and we were not able to gain timely access to adequate alternative systems or back-up information, this
could have a negative impact on our ability to operate and manage our business and to report results in a
timely manner. Also, any breach of our information systems by an unauthorized third party could result in our
confidential information being made public or being used by a competitor, which could have a material
adverse effect on our ability to realize the potential of our proprietary rights.

We may make acquisitions where advisable, and acquisitions involve numerous risks.

Our growth is dependent upon market growth and our ability to enhance our existing products and
introduce new products on a timely basis. One of the ways we may address the need to develop new products is
through acquisitions of other companies or technologies, such as our acquisitions of Sage and the assets of
VM Labs. These acquisitions and potential future acquisitions involve numerous risks, including the following:

« We may experience difficulty in assimilating the acquired operations and employees,
« We may be unable to retain the key employees of the acquired operations,
» The acquisitions may disrupt our ongoing business,

« We may not be able to incorporate successfully the acquired technologies and operations into our
business and maintain uniform standards, controls, policies and procedures, and

» We may lack the experience to enter into new markets, products or technologies.

Acquisitions of high-technology companies are inherently risky, and no assurance can be given that our
recent or potential future acquisitions will be successful and will not adversely affect our business, operating
results or financial condition. We must also maintain our ability to manage growth effectively. Failure to
manage growth effectively and successfully integrate acquisitions made by us could materially harm our
business and operating results.

We need to continually evaluate internal financial controls against evolving standards.

The Sarbanes-Oxley Act of 2002 and newly proposed or enacted rules and regulations of the Securities
and Exchange Commission and the National Association of Securities Dealers impose new duties on us and
our executives, directors, attorneys and independent registered public accountants. In order to comply with the
Sarbanes-Oxley Act and such new rules and regulations, we have evaluated our internal controls systems to
allow management to report on, and our independent auditors to attest to, our internal controls. As a result, we
have incurred additional expenses for internal and outside legal, accounting and advisory services, which have
increased our operating expenses and accordingly reduce our net income or increase our net losses. While we
have fully implemented the requirements relating to internal controls and all other aspects of Section 404 in a
timely fashion, we cannot be certain as to the future outcome of our testing and resulting remediation actions
or the impact of the same on our operations. We have an ongoing program to perform the system and process
evaluation and testing necessary to comply with these requirements and we expect to continue to incur
significant expenses in connection with this process. In the event that our chief executive officer, chief
financial officer or independent registered public accounting firm determine in the future that our internal
controls over financial reporting are not effective as defined under Section 404, investor perceptions may be
adversely affected and could cause a decline in the market price of our stock. In addition, current regulatory
standards are subject to change, and additional standards may be imposed.
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General economic conditions may reduce our revenues and harm our business.

As our business has grown, we have become increasingly subject to the risks arising from adverse changes
in domestic and global economic conditions. Because of the recent economic slowdown, many industries are
delaying or reducing technology purchases. As a result, if economic conditions in the United States, Asia or
Europe worsen, or if a wider or global economic slowdown occurs, reduced orders and shipments may cause us
to fall short of our revenue expectations for any given period and may result in us carrying increased inventory.
These conditions would negatively affect our business and results of operations. If our inventory builds up as a
result of order postponement, we would carry excess inventory that is either unusable or that must be sold at
reduced prices which will harm our revenues. In addition, weakness in the technology market could negatively
affect the cash flow of our customers who could, in turn, delay paying their obligations to us. This would
increase our credit risk exposure, which could harm our financial condition.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK:

We are exposed to financial market risks including changes in interest rates and foreign currency
exchange rates.

The fair value of our investment portfolio or related income would not be significantly impacted by either
a 10% increase or decrease in interest rates due mainly to the short-term nature of the major portion of our
investment portfolio.

We carry out a significant portion of our operations outside of the United States, primarily in Canada and
in India and to a lesser extent China, Japan, South Korea and Taiwan. Although virtually all of our revenues
and costs of revenues are denominated in U.S. dollars, portions of our revenue and operating expenses are
denominated in foreign currencies. Accordingly, our operating results are affected by changes in the exchange
rate between the U.S. dollar and those currencies. Any future strengthening of those currencies against the
U.S. dollar could negatively impact our operating results by increasing our operating expenses as measured in
U.S. dollars. We do not currently engage in any hedging or other transactions intended to manage the risks
relating to foreign currency exchange rate fluctuations, other than natural hedges that occur as a result of
holding both assets and liabilities denominated in foreign currencies. We may, in the future, undertake
hedging or other such transactions, if we determine that it is necessary to offset exchange rate risks. Based on
our overall currency rate exposure at March 31, 2005, March 31, 2004, and March 31, 2003, a near-term 10%
appreciation or depreciation in the U.S. dollar relative to a pool of our foreign currencies would not have a
material effect on our operating results or financial condition.
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Stockholders
Genesis Microchip Inc.

We have audited the accompanying consolidated balance sheets of Genesis Microchip Inc. as of
March 31, 2005 and 2004, and the related consolidated statements of operations, stockholders’ equity, and
cash flows for each of the years in the three-year period ended March 31, 2005. These consolidated financial
statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on
these consolidated financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant estimates made by management, as
well as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable
basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of Genesis Microchip Inc. as of March 31, 2005 and 2004, and the results of its
operations and its cash flows for each of the years in the three-year period ended March 31, 2003, in
conformity with U.S. generally accepted accounting principles.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight
Board (United States), the effectiveness of Genesis Microchip Inc.’s internal control over financial reporting
as of March 31, 2005, based on criteria established in Internal Control — Integrated Framework issued by the
Committee of Sponsoring Organizations of the Treadway Commission (COSO), and our report dated June 7,
2005 expressed an unqualified opinion on management’s assessment of, and the effective operation of, internal
control over financial reporting.

/s/  KPMG LLP

Toronto, Canada
June 7, 2005
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Genesis Microchip Inc.

Consolidated Balance Sheets

ASSETS
Current assets;
Cash and cash equivalents . ........... .. i,
Short-term INVeStMEnts . .. .. ..ttt e

Accounts receivable, trade, net of allowance for doubtful accounts of $282 in
2005 and $422 10 2004 . . .,

Inventories (NOt€ 3) ... ittt e e e e e e
Prepaids and other . ... ... .

Total current asSets .. ... ...ttt e
Property and equipment (note 4) ... ..t
Intangible assets (NOTE 5) ... ...ttt e e
Goodwill (NOte 6) ..\t e
Deferred income taxes (note 11) . ... i i e e
Other (NOte 7)) ..ot e e e e

Total ASSETS . o ot

Current liabilities:
Accounts payable . ... ...
Accrued liabilities ... ... ...
Income taxes payable .. ......... .. e

Total current liabilities ........ ... . i i i e
Stockholders’ equity (note 9):
Capital stock:
Preferred stock:

Authorized — 5,000 preferred shares, $0.001 par value Issued and
outstanding — none at March 31, 2005 and at March 31,2004 .........

Common stock:

Authorized — 100,000 common shares, $0.001 par value Issued and
outstanding — 33,479 shares at March 31, 2005 and 32,653 shares at
March 31, 2004 .. ... . e e

Additional paid-in capital (note 11) ... ... .. . . e
Cumulative other comprehensive loss ........ ... . ... ... ... ... .

Deferred stock-based compensation.......... ... ... i i
Deficit ..

Total stockholders” equity .. ... ... it e
Total liabilities and stockholders’ equity ............ .. ..o ..,

Commitments and contingencies (note 13)

See accompanying notes to consolidated financial statements.

36

March 31,

2005

2004

(In thousands, except
per share amounts)

$129,757  $ 19,241
— 98981
30,310 28,325
17,557 18,503
5,583 6,472
183,207 171,522
15,987 17,257
17,265 26,731
181,981 189,152
14,056 3,402
3,796 2,662
$416,292  $410,726
$ 12,044 $ 9,848
11,634 11,503
3,118 2,520
26,796 23,871
33 32
405,323 395,837
(94) (94)
(232)  (2,833)
(15,534)  (6,087)
389,496 386,855
$416,292  $410,726




Genesis Microchip Inc.

Consolidated Statements of Operations

Gross profit ... ..
Operating expenses:
Research and development(2) ........ ...,
Selling, general and administrative(3) ............ ... .. ... ....
Amortization of acquired intangible assets (note 5)...............
Provision for costs associated with patent litigation (note 13) ......

Total operating expenses .. .......c.c.coveiiiiiiineeinnnennn..

Loss from operations ... ...... ...t
Interest and other income:
Interest iNCOME . ...\ttt e e e et
Gain on sale of investment .......... ... ... .. ... ... ...
Imputed interest on lease liability.......... ... ... ... ... ...,

Interest and other income, net ............. ... i,

(1) Amount excludes amortization of acquired developed product
technology included in amortization of acquired intangible assets

(2) Amount includes stock-based compensation ...................
(3) Amount includes stock-based compensation ...................

See accompanying notes to consolidated financial statements.
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Year Ended March 31,

2005 2004 2003
(In thousands, except per share
amounts)
$204,115 $213,420 $194,325
117,694 127,035 119,410
86,421 86,385 74,915
33,348 30,983 33,275
48,300 39,149 36,231
10,616 10,616 10,627

2,589 12,630 14,504
94,853 93,378 94,637
(8,432)  (6,993)  (19,722)
1,939 1,062 1,538
— 663 —

— — (592)
1,939 1,725 946
(6,493)  (5,268)  (18,776)
2,954 (1,063) (4,140)

$ (9,447) $ (4,205) $(14,636)
$ (029) $§ (0.13) $ (047)
$ (029) $ (0.13) $ (0.47)
33,084 31,876 31,248
33,084 31,876 31,248
$ 7,700 $ 7,700 § 7,700
$ 1941 $ 2893 § 5,420
$ 2,553 % 937 § 1,427




Genesis Microchip Inc.

Consolidated Statements of Stockholders’ Equity

Cumulative
Additional Other Deferred Retained Total
_Common Shares  “pyig.1, Comprehensive  Stock-Based  Earnings/  Stockholders®
Number Amount Capital Loss Compensation {Deficit) Equity
(In thousands)

Balances, March 31,2002 .......... 31,133 $31  $388,467 $(94) $(17,587) $ 12,754 $383,571
Netloss...oooiiiiii .. —_ — — — — (14,636) (14,636)
Finalization of number of shares

issued in connection with the

acquisition of Sage Inc .......... (215) — (5,363) — — — (5,363)
Repurchase of common stock ....... (400) (1) (3,126) — — — (3,127)
Issued under stock option and stock

purchase plans.................. 666 1 5927 — — — 5,928
Tax benefits associated with non-

qualified stock option exercises and

disqualifying dispositions ......... — — 613 — — — 613
Stock-based compensation.......... _ _ — — 6,847 — 6,847
Reversal of stock-based compensation

related to terminations ........... = = (3,931) — 3,931 — —
Balances, March 31,2003 .......... 31,184 31 382,587 (94) (6,809) (1,882) 373,833
Netloss ....ocovviiiinn ... — — — — — (4,205) (4,205)
Issued under stock option and stock

purchase plans. ................. 1,469 1 13,396 — — — 13,397
Stock-based compensation related to

terminations. .............. ... — — 119 — (119) — —_
Stock-based compensation.......... — — — —_ 3,830 —_ 3,830
Reversal of stock-based compensation

related to terminations . .......... - - (265) — 265 — —
Balances, March 31,2004 .......... 32,653 32 395,837 (94) (2,833) (6,087) 386,855
Netloss....cooovivvieiiinann.. — — — — — (9,447) (9,447}
Issued under stock option and stock

purchase plans.................. 826 1 7,593 — — —_— 7,594
Stock-based compensation related to

terminations. ................... — —_ 2,000 - — (2,000) — —
Stock-based compensation.......... - - — — 4,494 — 4,494
Reversal of stock-based compensation

related to terminations........... - - (107) — 107 — —
Balances, March 31,2005 .......... 33479 8§33 $405,323 $(94) $  (232) $ (15,534) $389,496

See accompanying notes to consolidated financial statements.

38




Genesis Microchip Inc.

Consolidated Statements of Cash Flows

Year Ended March 31,
2005 2004 2003
(In thousands)

Cash flows from operating activities:

Nt 1088 v e $ (9,447) $ (4,205) $(14,636)
Adjustments to reconcile net loss to cash (used in) provided by operating
activities:
Depreciation and amortization. .. ...t e 6,970 5,053 5,570
Amortization of intangible assets. . ........ ... ... i 10,616 10,616 10,627
Stock-based compensation .......... ... i 4,494 3,330 6,847
Deferred inCome taXes ...ttt e (2,773) (4,363) (3,609)
Gain on sale of investment. ........ ... ... i — (663) —_
O T L e 224 427 621
Change in operating assets and liabilities, net of amounts acquired:
Accounts receivable, trade . ... ... ... (1,985) (2,738) 6,739
INVENtories . .. .. o it e 1,216 (4,234) 5,777
Prepaids and other ........ ... .. ... . . . . . . i 614 (775) (612)
Accounts payable ... ... . 2,196 1,208 (5,678)
Accrued liabilities . ... ... ... 131 (6,661) 4,490
Income taxes payable ....... .. .. . 598 1,798 151
Net cash provided by (used in) operating activities .. ................. 12,854 (707) 16,287
Cash flows from investing activities:
Purchase of short-term investments ................ ... iiiiiineern.. (174,683)  (129,055) (3,034)
Proceeds on sales and maturities of short-term investments ................ 273,664 30,074 7,836
Additions to property and equipment .. ..., .. e (4,712) (9.417) (6,549)
Deferred merger-related costs (note 15) ........... ... ... ... ... — 2,502 (2,502)
O T L (4,201) (357) (900)
Net cash provided by (used in) investing activities ................... 90,068 (106,253) (5,149)
Cash flows from financing activities:
Proceeds from issue of common stock ...... ... ... . 7,594 13,397 5,927
Repurchase of common stock ......... . — — (3,127)
Repayment of loan payable ........... .. .. .. . — (334) (83)
Principal repayments against lease liability (note 8) ...................... — — (7,282)
Net cash provided by (used in) financing activities ................... 7,594 13,063 (4,565)
Effect of currency translation on cash balances............... ... ... .. ... = — 1
Increase (decrease) in cash and cash equivalents........................... 110,516 (93,897) 6,574
Cash and cash equivalents, beginning of year .............. ... ... ... ..., 19,241 113,138 106,564
Cash and cash equivalents, end of year ........ ... ... oo i, $ 129,757 $ 19,241  $113,138

Supplemental cash flow information:

Cash received for Interest. . ... e e $ 1994 $ 1,068 $ 1,538

Cash paid fOr iNCOME TAXES . . v vt i et e $ 5687 % 1502 § 313
Supplemental disclosure of non-cash investing and financing activities:

Stock-based compensation .. ........ ... $ (107) $ (265) $ (3,931)

Additional paid-in capital ... ........ .. $ 2,000 § 119§ (5,363)

See accompanying notes to consolidated financial statements.
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Genesis Microchip Inc.

Notes to Consolidated Financial Statements
(tabular amounts are in thousands, except per share amounts)

1. NATURE OF OPERATIONS

Genesis Microchip Inc. (“Genesis” or the “Company”) designs, develops and markets integrated circuits
that manipulate and process digital video and graphic images.

2. SIGNIFICANT ACCOUNTING POLICIES
Basis of consolidation

These consolidated financial statements include the accounts of Genesis and its subsidiaries. All material
inter-company transactions and balances have been eliminated.

Critical accounting policies and estimates

The preparation of consolidated financial statements in conformity with accounting principles generally
accepted in the United States (“GAAP”) requires management to make estimates and assumptions that
affect the amounts reported in the consolidated financial statements and accompanying notes. On an on-going
basis, the Company evaluates its estimates, including those related to product returns, bad debts, inventories,
investments, intangible assets, goodwill, income taxes, warranty obligations, litigation and other contingencies.
Genesis bases its estimates on historical experience and on various other assumptions that are believed to be
reasonable under the circumstances, the results of which form the basis for making judgments about the
carrying values of assets and liabilities that are not readily apparent from other sources. Actual results may
differ from these estimates under different assumptions or conditions. '

Genesis believes the following critical accounting policies affect its more significant judgments and
estimates used in the preparation of its consolidated financial statements. The Company records estimated
reductions to revenue for customer returns based on historical experience. If actual customer returns increase,
the Company may be required to recognize additional reductions to revenue. We record the estimated future
cost of replacing faulty product as a warranty expense in cost of sales. If warranty returns increase as a result of
changes in product quality, we may be required to recognize additional warranty expense. The Company
maintains allowances for doubtful accounts for estimated losses resulting from the inability of its customers to
make required payments. If the financial condition of Genesis’ customers were to deteriorate, resulting in an
impairment of their ability to make payments, additional allowances may be required. The Company provides
for valuation reserves against its inventory for estimated obsolescence or unmarketable inventory equal to the
difference between the cost of inventory and the estimated market value based upon assumptions about future
demand and market conditions. If actual market conditions are less favorable than those projected by
management, additional inventory valuation reserves may be required. Genesis provides for costs associated
for patent litigation and other litigation when management believes there is a reasonable basis for estimating
those costs. If actual costs associated with litigation differ from estimates, additional provision may be
required. Genesis performs impairment tests on the carrying value of intangible assets and goodwill. These
tests are based on numerous assumptions as to potential future results of the business that are considered to be
reasonable at the time those assumptions are made. If any of these assumptions later prove to be incorrect or if
management changes its assessment as to their reasonability because of changing business conditions, an
impairment charge may be required. Genesis records a valuation allowance to reduce its deferred tax assets to
the amount that is more likely than not to be realized. Should Genesis determine that it would not be able to
realize all or part of its net deferred tax asset in the future, an adjustment to the deferred tax asset would be
charged to income in the period such determination was made.
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Genesis Microchip Inc.

Notes to Consolidated Financial Statements — (Continued)
(tabular amounts are in thousands, except per share amounts)

Cash and cash equivalents

All highly liquid investments with an original maturity of three months or less at the date of acquisition
are classified as cash equivalents. Cash equivalents of $129,757,000 and $19,241,000 as of March 31, 2005 and
2004, respectively, consist primarily of money market funds and commercial paper.

Short-term investments

All of our short-term investments are categorized as available-for-sale at the balance sheet date, and have
been presented at fair value, which approximates amortized cost. When material, any temporary difference
between the cost and fair value of an investment would be presented as a separate component of stockholders’
equity. Short-term investments at March 31, 2004 consisted entirely of corporate notes and bonds.

Accounts receivable

Accounts receivable are recorded based on the price of the item sold and are recorded at the time of
shipment. An allowance for doubtful accounts is determined based on our historical and industry experience.
The following table presents a roll forward of the allowance for doubtful accounts for the indicated periods:

Year Year Year
Ended Ended Ended
March 31, March 31, March 31,
2005 2004 2003
Balance as of beginning of year............... ... ... ..... $422 $493 $391
Provision ... ... ... . (75) 20 120
Charge offs. .. ... (65) (91) (18)
Balance asof end of year. ... .. ... .. ... oL $282 $422 $493

Inventories

Inventories consist of finished goods and work-in-process and are stated at the lower of standard cost
{approximates actual cost on first-in, first-out basis) or market value, being net realizable value. A reserve
against inventories for obsolescence or unmarketable inventories is estimated based upon assumptions about
future demand and market conditions.

The following table presents a roll forward of the inventories obsolescence reserve for the indicated
periods:

Year Year Year

Ended Ended Ended
March 31, March 31, March 31,

2005 2004 2003

Balance as of beginning of year..................... ... .. $ 3,243 $ 3,630 $2,376
Charged to cost of revenues. . ... .o, 883 771 2,137
Charge offs. . ... .o (1,172) (1,158) (883)
Balance as of end of yvear .............. ... ... .......... .. $ 2,954 $ 3,243 $3,630

No significant inventory write-offs were recorded, other than the above amounts.
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Genesis Microchip Inc.

Notes to Consolidated Financial Statements — (Continued)
(tabular amounts are in thousands, except per share amounts)

Property and equipment

Property and equipment are stated at cost or fair value at the date of acquisition. Amortization is recorded
using the following methods and annual rates over the estimated useful lives of the assets:

Property and equipment 10% to 30% declining balance
Software 1 to 5 years straight-line
Leasehold improvements  Straight line over the term of the lease

Genesis regularly reviews the carrying values of its property and equipment by comparing the carrying
amount of the asset to the expected future cash flows to be generated by the asset. If the carrying value
exceeds the estimated amount recoverable, a write-down equal to the excess of the carrying value over the
asset’s fair value is charged to the consolidated statements of operations.

Goodwill and intangible assets

Intangible assets are comprised of acquired technology, patents, trademarks and trade names. Patents are
amortized on a declining-balance basis at a rate of 10% while all other intangible assets are amortized on a
straight-line basis over four to seven years. Goodwill represents the excess purchase price over the fair value of
net assets acquired and has not been amortized, but is tested for impairment during the fourth quarter of each
fiscal year, and is tested for impairment more frequently if events and circumstances indicate that the asset
might be impaired. An impairment loss is recognized to the extent that the carrying amount exceeds fair
value.

In arriving at the balances for goodwill arising out of the acquisitions of Sage, Inc. (“Sage”) and the
assets of VM Labs, Inc. (“VM Labs”), estimates were made at the time of the acquisitions as to the fair
values of assets purchased and liabilities assumed, including the lease liability for vacated premises.
Adjustments to those estimates during the years ended March 31, 2005, 2004, and 2003 have resulted in a
change in the reported amount of goodwill.

Asset impairments

Management reviews long-lived assets and the related intangible assets for impairment whenever events
or changes in circumstances indicate the carrying amount of the assets may not be recoverable. Recoverability
of these assets is determined by comparing the forecasted undiscounted net cash flows of the operation to
which the assets relate, to the carrying amount including associated intangible assets of the operation.

If the operation is determined to be unable to recover the carrying amount of its assets, then intangible
assets are written down first, followed by the other long-lived assets of the operation, to fair value. Fair value is
determined based on discounted cash flows or appraised values, depending upon the nature of the assets.
Assets to be disposed of would be separately presented in the consolidated balance sheet and reported at the
lower of carrying amount or fair value less costs to sell, and are no longer depreciated. The assets and liabilities
of a disposed group classified as held for sale would be presented in the appropriate asset and liability sections
of the balance sheet.

Revenue recognition

Genesis generates revenues primarily from sales of semiconductor products. Revenues from royalties or
other sources have not been significant.

Genesis recognizes revenue from semiconductor product sales to customers when a contract is estab-
lished, the price is determined, shipment is made and collectibility is reasonably assured. Distributor
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Genesis Microchip Inc.

Notes to Consolidated Financial Statements — (Continued)
(tabular amounts are in thousands, except per share amounts)

agreements may be canceled by either party upon specified notice. Genesis grants distributors a right of return
upon termination, either pursuant to the express terms of the agreement, or where no such express terms exist,
Genesis may grant a right of return for other business reasons. Accordingly, revenue and related cost of
revenues from sales to distributors are deferred until the distributors resell the product, which is verified by
point-of-sale reports. At the time of shipment to distributors, we record a trade receivable for the selling price,
relieve inventory of the value of the product shipped and record the gross margin as a component of accrued
liabilities on our consolidated balance sheet. In certain circumstances, where orders are placed with non-
cancelable/non-returnable terms, we recognize revenue upon shipment. Sales to distributors have been less
than 15% of revenue and there have been no significant product returns.

Warranty program

Genesis accrues the estimated future cost of replacing faulty product under the provisions of its warranty
agreements as an increase to cost of sales. Product warranties typically cover a one-year period from the date
of delivery to the customer. Management estimates the accrual based on known product failures (if any),
historical experience, and other available evidence. The following table presents a roll forward of the reserve
for warranty returns for the indicated periods:

Year Year Year

Ended Ended Ended
March 31, March 31, March 31,

2005 2004 2003
Balance as of beginning of year............... ... ... .. .... $ 200 $ 500 $ 360
Provision. . ... .. 288 233 1,460
Charge offs. . ... .. . i (258) (533) (1,320)
Balance as of end of year................ ... ... ... . ..., $ 230 $ 200 $ 500

Currency translation

The U.S. dollar is the functional currency of Genesis and of its subsidiaries. Transactions originating in
foreign currencies are translated into U.S. dollars at exchange rates approximating those at the date of the
transaction. Monetary assets and liabilities denominated in foreign currencies are translated at the period-end
rate of exchange and non-monetary items are translated at historical exchange rates. Exchange gains and
losses are included in the consolidated statements of operations and did not have a material effect in the years
ended March 31, 2005, March 31, 2004, and March 31, 2003.

Research and development expenses

Research and development costs are expensed as incurred other than acquired technology which has
alternative future use (Note 7). Research and development costs include costs associated with algorithm and
semiconductor development including the costs of developing software used within our semiconductor devices.
Costs of initial production mask sets related to products are deferred once technological feasibility has been
achieved, included in other long-term assets, and then expensed as product costs over the estimated remaining
life of the product on a straight-line basis.

Financial instruments and concentration of credit risk

Financial instruments consist of cash and cash equivalents, short-term investments, accounts receivable
trade, accounts payable and accrued liabilities. Genesis determines the fair value of its financial instruments
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Genesis Microchip Inc.

Notes to Consolidated Financial Statements — (Continued)
(tabular amounts are in thousands, except per share amounts)

based on quoted market values or discounted cash flow analyses. Unless otherwise indicated, the fair values of
financial assets and financial liabilities approximate their recorded amounts.

Financial instruments that potentially subject Genesis to concentrations of credit risk consist primarily of
cash equivalents, short-term investments and accounts receivable trade. Cash equivalents consist of deposits
with or guaranteed by major commercial banks, the maturities of which are three months or less from the date
of purchase. Short-term investments consist entirely of corporate debt securitics. With respect to accounts
receivable, Genesis performs periodic credit evaluations of the financial condition of its customers and
typically does not require collateral from them. Allowances are maintained for potential credit losses
consistent with the credit risk of specific customers, historical trends and other information. Credit losses have
been within management’s range of expectations.

Risk of technological change

The markets in which Genesis competes or seeks to compete are subject to rapid technological change,
frequent new product introductions, changing customer requirements for new products and features, and
evolving industry standards. The introduction of new technologies and the emergence of new industry
standards could render Genesis’ products less desirable or obsolete which could harm its business.

Concentration of suppliers

Genesis does not own or operate a semiconductor fabrication facility, or an assembly and test facility and
does not have the resources to manufacture its products internally. During fiscal 2005, Genesis relied on a
single third party foundry company to produce all of its silicon wafers, and this dependence on one or a very
small number of foundries is expected to continue for the foreseeable future. In light of this dependency, it is
reasonably possible that failure to perform by a foundry supplier could have a severe impact on the Company’s
growth and results of operations.

Earnings (loss) per share

Basic earnings (loss) per share has been calculated by dividing the net income (loss) for the year
available to common stockholders by the weighted average number of common shares outstanding during that
year. Basic earnings (loss) per share excludes the dilutive effect of potential common shares such as those
issuable on exercise of stock options. Diluted earnings (loss) per share gives effect to all potential common
shares outstanding during the year. The weighted average number of diluted shares outstanding is calculated
assuming that the proceeds from potential common shares are used to repurchase common shares at the
average closing share price in the year.

Stock-based compensation

The Company has elected to follow Accounting Principles Board Opinion No. 25 (“APB 257),
“Accounting for Stock Issued to Employees” and related interpretations, in accounting for its employee stock
options. Under APB 235, deferred stock-based compensation is recorded at the option grant date in an amount
equal to the excess of the market value of a common share over the exercise price of the option. Deferred
stock-based compensation is amortized over the vesting period of the individual options, generally two to four
years, in accordance with Financial Accounting Standards Board’s (“FASB”) FIN No. 44,

Stock compensation expense resulting from the issuance of options to non-employees is recognized as
services are performed and the options are earned. Genesis applies the fair value method of FASB’s
SFAS 123, “Accounting for Stock-based Compensation”, for valuing options granted to non-employees. The
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issuance of shares for consideration that is less than the market value of the shares results in compensation
expense equal to the excess of the market value of the shares over the fair value of the consideration received.

SFAS 123 requires the disclosure of pro forma net income and carnings per share had Genesis adopted
the fair value method for all stock option grants as of the beginning of its 1996 fiscal year. Under SFAS 123,
the fair value of stock-based awards to employees is calculated through the use of option pricing models, even
though such models were developed to estimate the fair value of freely tradable, fully transferable options
without vesting restrictions, which significantly differ from Genesis’ stock option awards. These models also
require subjective assumptions, including future stock price volatility and expected time to exercise, which
greatly affect the calculated values. Genesis’s calculations were made using the Black-Scholes option-pricing
model using a dividend yield of 0% and the assumptions noted in the following table.

Year Year Year
Ended Ended Ended
March 31, March 31, March 31,
2005 2004 2003
Stock option plans:
Risk-free interest rates . ......... ... ... i, 3.6% 2.8% 2.8%
Volatility . .o 90% 104% 129%
Expected life (inyears) ......... .ot 4.25 5 5
Employee stock purchase plan:
Risk-free interest rates .............coo i, 3.1% 1.1% 1.7%
Volatility ... ... [P 90% 108% 107%
Expected life (inyears) ........ ... ... i 1.25 1.25 1.25

The weighted average fair values of options granted during fiscal 2005, 2004, and 2003 were $10.12,
$13.67 and $7.59, respectively. Had compensation expense been determined based on the fair value of awards
at the grant dates in accordance with the methodology prescribed in SFAS 123, Genesis’s net loss and loss per
share would approximate the pro forma disclosure as follows for the periods indicated:

The pro forma stock compensation expense for the years ended March 31, 2004 and 2003 has been
restated from that previously presented to reflect changes identified in the methodology of our calculation.
These changes did not impact the Company’s reported financial position or results of operations for any
period.

Year Year Year
Ended Ended Ended
March 31, March 31, March 31,
2005 2004 2003
Net loss attributable to common stockholders:
Asteported . ... $ (9,447) § (4,205) $(14,636)
Stock compensation, as reported . .. ... ... ... .. 4,494 3,830 6,847
Stock compensation, under SFAS 123 .................. (28,345)  (25,092)  (27,871)
Proforma......... ... .. . $(33,298) $(25,467) $(35,660)
Basic earnings (loss) per share:
ASTEPOTTEd ... $ (0.29) $ (0.13) $ (047)
Proforma. ... ... ..ot $ (1.01) $ (080) $ (1.14)
Diluted earnings (loss) per share:
Asreported ... ... $ (029) $ (0.13) § (0.47)
Proforma. ... ... ... ... o $ (1.01) $ (0.80) $ (l1.14)
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The effects on pro forma disclosure of applying SFAS 123 are not likely to be representative of the effects
on pro forma disclosure in future years.

Comprehensive income

Comprehensive income is defined as the change in equity of a company during a period resulting from
transactions and other events and circumstances from non-owner sources. For the fiscal years ended
March 31, 2005, 2004, and 2003, there was no difference for Genesis between net loss and comprehensive loss.

Income taxes

Genesis applies the asset and liability method of SFAS 109 “Accounting for Income Taxes,” under
which deferred tax assets and liabilities are recognized for the future tax consequences attributable to
differences between the financial statement carrying amounts of existing assets and liabilities and their
respective tax bases and for operating loss and tax credits carry forwards. Deferred tax assets and liabilities are
measured using enacted tax rates expected to apply to taxable income in the years in which those temporary
differences are expected to be recovered or settled. Under SFAS 109, the effect on deferred tax assets and
liabilities of a change in tax rates is recognized in income in the period that includes the enactment date. To
the extent that it is not considered to be more likely than not that a deferred tax asset will be realized, a
valuation allowance is provided.

Genesis is entitled to Canadian federal and provincial research and development investment tax credits
which are earned as a percentage of eligible current and capital research and development expenditures
incurred in each taxation year. Investment tax credits are available to be applied against future income tax
liabilities, subject to a ten year carry forward period. Investment tax credits are classified as a reduction of
income tax expense for items of a current nature and a reduction of the related asset cost for items of a long-
term nature, provided that Genesis has reasonable assurance that the tax credits will be realized.

Recent accounting pronouncements

In December 2004, the FASB issued SFAS 123 (revised 2004), “Share-Based Payment”
(“SFAS 123R”). SFAS 123R is a revision to SFAS 123 and supersedes APB 25, and its related
implementation guidance. In March 2005, the Securities and Exchange Commission (“SEC”) issued Staff
Accounting Bulletin No. 107 (“SAB 107”) to provide guidance for public companies concerning SFAS 123R
and various SEC rules and regulations. SFAS 123R establishes standards for the accounting for transactions
in which an entity exchanges its equity instruments for goods or services. It also addresses transactions in
which an entity incurs liabilities in exchange for goods or services that are based on the fair value of the
entity’s equity instruments or that may be settled by the issuance of those equity instruments. SFAS 123R
focuses primarily on accounting for transactions in which an entity obtains employee services in share-based
payment transactions.

SFAS 123R does not change the accounting guidance for share-based payment transactions with parties
other than employees provided in SFAS 123 as originally issued and EITF Issue No. 96-18, “Accounting for
Equity Instruments That Are Issued to Other Than Employees for Acquiring, or in Conjunction with Selling,
Goods or Services.” SFAS 123R does not address the accounting for employee share ownership plans, which
are subject to AICPA Statement of Position 93-6, “Employers’ Accounting for Employee Stock Ownership
Plan”.

A public entity will initially measure the cost of employee services received in exchange for an award of
liability instruments based on its current fair value; the fair value of that award will be re-measured
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subsequently at each reporting date through the settlement date. Changes in fair value during the requisite
service period will be recognized as compensation cost over that period.

The grant-date fair value of employee share options and similar instruments will be estimated using the
option-pricing models adjusted for the unique characteristics of those instruments (unless observable market
prices for the same or similar instruments are available).

Excess tax benefits, as defined by SFAS 123R, will be recognized as an addition to paid-in-capital. Cash
retained as a result of those excess tax benefits will be presented in the statement of cash flows as financing
cash inflows. The write-off of deferred tax assets relating to unrealized tax benefits associated with recognized
compensation cost will be recognized as income tax expense unless there are excess tax benefits from previous
awards remaining in paid-in capital to which it can be offset.

The notes to the financial statements of public entities will disclose information to assist users of financial
information to understand the nature of share-based payment transactions and the effects of those transactions
on the financial statements.

We have not made a final determination on the valuation model, methodology, or other impacts of
implementing FAS 123R on our financial statements. For an illustration of the effect of using a fair-value
based method of accounting for share-based payment transactions on our recent results of operations, see
Note 2. The effective date will be as of the beginning of the first annual reporting period that begins after
June 15, 2005. Management intends to comply with SFAS 123R and SAB 107 commencing April 1, 2006.

In November 2004, FASB issued SFAS 151 “Inventory Costs, an amendment of ARB No. 43,
Chapter 4”. SFAS 151 clarifies that abnormal amounts of idle facility expense, freight, handling costs, and
wasted materials (spoilage) should be recognized as a current-period expense and required the allocation of
fixed production overheads to inventory based on normal capacity of the production facilities. This
pronouncement is effective for inventory costs incurred during fiscal years commencing after June 15, 20035.
The Company does not believe the adoption of SFAS 151 will have a material effect on its consolidated
financial statements.

3. Inventories

Inventories consist of the following:
March 31, March 31,

2005 2004
Finished g0ods . . ...\t $11,156  $13,438
Work-in-process . ... ............. R 9,355 8,308

20,511 21,746
Less reserve for obsolescence ... ... {2,954) (3,243)
Total $17,557  $18,503
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4. Property and equipment

Property and equipment consist of the following:
March 31, March 31,

2005 2004
Property and eqUIPMENt ... ... ittt $ 17,636 $ 16,527
SO W AT . ottt 18,123 16,096
Leasehold improvements .. ... ... i 5,085 4,053
40,844 36,676
Less accumulated amortization ...............0 i (24,857)  (19,419)
Total o $ 15987 $§ 17,257
5. Intangible assets
Intangible assets consist of the following:
March 31, 2005 March 31, 2004
Accumulated Accumulated
Cost Amortization Net Cost Amortization Net
Acquired technology .... $47,100 $32,489 $14,611  $47,100 $21,997 $25,103
Patents................ 3,235 685 2,550 1,844 442 1,402
Other................. 500 396 104 500 274 226
Total ................. $50,835 $33,570 $17,265  $49,444 $22,713 $26,731

Estimated future intangible assets amortization expense, based on current balances, as of March 31, 2005
is as follows:

For the Year
Ended March 31

2006 . .. $ 9,858
2007 . 1,944
2008 L e 1,921
2000 . 1,870
200 . 167
Therealter . e 1,505
Total L e $17,265

6. Goodwill

The majority of the goodwill carried on the balance sheet arose in February 2002 when the Company
acquired Sage Inc. for approximately $297,000,000. Adjustments have been made to the allocation of the
purchase price to the identifiable assets and liabilities since the date of acquisition. Goodwill was reduced by
$7,881,000 during the year ended March 31, 2005, primarily to reflect the recognition of the tax benefit of net
operating losses at the time of the acquisition. Other adjustments in the amount of $710,000 were made during
the year. Goodwill was reduced during the year ended March 31, 2004 by $427,000 for accruals set up at the
time of the acquisition, which were no longer required.
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Goodwill was reduced by $5,363,000 during the year ended March 31, 2003 to reflect the finalization of
the number of stock options and shares of common stock issued in connection with the acquisition, and by
$3,967,000 to reflect the finalization of estimates made at the time of acquisition, including the settlement of
an assumed lease liability (see Note §).

The carrying value of goodwill is periodically reviewed by management for potential impairment. No
impairment has been identified at March 31, 2005 and March 31, 2004.

7. Other long-term assets

Included in other long term assets is $2,809,000 (2004 — $1,696,000; 2003 — $973,000) related to the
unamortized cost of production mask sets. The initial cost of these production mask sets was capitalized at the
time when technical feasibility of the products was established. The Company is amortizing these expenses
over the expected life of the product, beginning at the commencement of mass production. $1,269,000 was
amortized during the year ended March 31, 2005 (2004 — $440,000; 2003 — $23,000).

8. Lease liability

In connection with the acquisition of Sage, Genesis assumed a lease obligation related to premises
previously used by Sage. These premises were not being used for operating purposes, consequently the liability
for the present value of all future payments related to the lease was included as part of the allocation of the
purchase price. In February 2003, the liability was settled for less than its carrying value. The excess of the
carrying value of the liability over the settlement amount was $3,369,000 and was applied to reduce the
balance of goodwill,

9. Stockholders’ equity
Authovized capital stock

Genesis’ certificate of incorporation authorizes the issuance of 105,000,000 shares of capital stock,
consisting of 100,000,000 shares of common stock, $0.001 par value per share, and 5,000,000 shares of
preferred stock, $0.001 par value per share.

Common stock

The holders of common stock are entitled to one vote per share on all matters to be voted upon by
stockholders. Upon the liquidation, dissolution or winding up of Genesis, the holders of common stock will be
entitled to share ratably in the net assets legally available for distribution to stockholders after the payment of
all debts and other liabilities of the Company, subject to the prior rights of preferred stock, if any, then
outstanding.

Preferred stock

The board of directors of Genesis is authorized to issue shares of preferred stock in one or more series and
to fix the rights, preferences, privileges and restrictions, qualifications and limitations granted to or imposed
upon any unissued and undesignated shares of preferred stock and to fix the number of shares constituting any
series and the designations of such series, without any further vote or action by the stockholders (subject to
applicable law and applicable stock exchange rules). The board of directors, without stockholder approval
(subject to applicable law and applicable stock exchange rules), can issue preferred stock with voting and
conversion rights that could adversely affect the voting power or other rights of the holders of Genesis
common stock, and the issuance of such preferred stock may have the effect of delaying, deferring or
preventing a change in control of Genesis. No such preferred shares have been issued or authorized.
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Stock repurchase program

In August 2002, the board of directors of Genesis approved a stock repurchase program. Under the stock
repurchase program, the board of directors authorized a repurchase of up to $25 million of common stock. No
shares of common stock were repurchased during the years ended March 31, 2005 and March 31, 2004,
400,000 shares of common stock were repurchased for $3,127,000 during the year ended March 31, 2003.

Preferred stock rights agreement

On June 26, 2002, the board of directors of Genesis announced that it had declared a dividend
distribution pursuant to a preferred stock rights agreement, dated as of June 27, 2002, between Genesis and
Mellon Investor Services, L.L.C. (the “Rights Agreement”). Under the Rights Agreement, Genesis issued a
dividend of one preferred share purchase right (each, a “Right” and collectively, the “Rights™) to purchase
one one-thousandth of a share of the Series A participating preferred stock of Genesis for each outstanding
share of common stock of Genesis. The dividend became payable on July 8, 2002 to stockholders of record as
of the close of business on that date.

The Rights are not immediately exercisable and will become exercisable only upon the occurrence of
certain events. If a person or group acquires or announces a tender or exchange offer that would result in the
acquisition of a certain percentage of the common stock of Genesis while the Rights Agreement remains in
place, the Rights will become exercisable, unless redeemed, by all Rights holders except the acquiring person
or group, for shares of Genesis or of the third party acquirer having a value of twice the Right’s then-current
exercise price.

10. Stock option and stock purchase Plan
1987 stock option plan

The 1987 stock option plan (““1987 Plan”) was established for the benefit of full-time employees and
directors of Genesis and consultants engaged by Genesis. Options granted under the 1987 Plan vest over
periods of two to four years and expire from five to seven years from the dates of the grants, unless extended by
the Board of Directors of Genesis. As a result of the establishment of the 1997 employee stock option plan, no
additional options will be granted under the 1987 Plan. Upon exercise, expiration or cancellation of all of the
options granted under the 1987 Plan, this plan will be terminated. All options granted under the 1987 Plan are
exercisable in Canadian dollars.

1997 employee stock option plan

The 1997 employee stock option plan (“1997 Employee Plan”) provided for the granting to employees of
incentive stock options, nonstatutory stock options and stock purchase rights for up to 800,000 common shares
plus an annual increase to be added on the first day of each fiscal year equal to the lesser of
(1) 2,000,000 shares, (ii) 3.5% of the outstanding shares on such date, or (iii) a lesser amount determined by
the board of directors of Genesis. The exercise price of incentive stock options granted under the 1997
Employee Plan was not to be less than 100% (110% in case of any options granted to a person who held more
than 10% of the total combined voting power of all classes of shares of Genesis) of the fair market value of the
common shares subject to the option on the date of the grant. The term of the options do not exceed 10 years
(five years in the case of any options granted to a person who held more than 10% of the total combined voting
power of all classes of shares of Genesis) and vest over four years. As of March 31, 2005, there were
551,000 shares available for grant under the 1997 Employee Plan.
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1997 Paradise stock option plan

The 1997 Paradise stock option plan (“Paradise Plan”) provided for the granting of incentive stock
options (“ISOs”) to employees of Paradise Electronics Inc. (“Paradise”), a wholly owned subsidiary of
Genesis and nonstatutory stock options (“NSOs™) to Paradise employees, directors, and consultants. As a
result of the merger of Paradise with Genesis in May 1999, each outstanding option or right to purchase shares
of Paradise common stock became exercisable for Genesis common shares, adjusted to reflect the exchange
ratio of Genesis common shares for Paradise common stock in the merger. No additional options will be
granted under the Paradise Plan. Upon exercise, expiration or cancellation of all of the options granted under
the Paradise Plan, this plan will be terminated.

1997 non-employee stock option plan

The 1997 non-employee stock option plan (“Non-Employee Plan”) provides for the granting to non-
employee directors and consultants of Genesis of options for up to 500,000 common shares. The exercise price
of stock options granted under the Non-Employee Plan may not be less than 100% of the fair market value of
the common shares subject to the option on the date of the grant. Options granted under the Non-Employee
Plan have a term of up to ten years and generally vest over periods of up to two years. As at March 31, 2003,
there were 10,000 shares available for grant under the Non-Employee Plan.

2000 nonstatutory stock option plan

The 2000 nonstatutory stock option plan (2000 Plan) provides for the granting to employees and non-
employees of nonstatutory stock options for up to 1,500,000 common shares plus an annual increase to be
added on the first day of each fiscal year equal to the lesser of (i) 2,000,000 shares, (ii) 3.5% of the
outstanding shares on such date, or (iii) a lesser amount determined by the board of directors of Genesis. The
exercise price of stock options granted under the 2000 Plan may not be less than 100% of the fair market value
of the common shares subject to the option at the date of grant. The term of the options may not exceed
10 years and generally vest over four years. As at March 31, 2005, there were 497,000 shares available for
grant under the 2000 Plan.

2001 nonstatutory stock option plan

The 2001 nonstatutory stock option plan (“2001 Employee Plan”) provides for the granting to employees
of nonstatutory stock options for up to 1,000,000 common shares. The exercise price of stock options granted
under the 2001 Employee Plan may not be iess than 100% of the fair market value of the common shares
subject to the option at the date of grant. The term of the options may not exceed 10 years and generally vest
over four years. As at March 31, 2005, there were 17,000 shares available for grant under the 2001 Employee
Plan. :

2003 stock plan

The 2003 stock plan (“2003 Stock Plan”) provides for the granting to newly hired employees of
nonstatutory stock options for up to 1,000,000 common shares. The exercise price of stock options granted
under the 2003 Stock Plan may not be less than 100% of the fair market value of the common shares subject
to the option at the date of grant. The term of the options may not exceed 10 years and generally vest over four
years. As at March 31, 2005, there were 75,000 shares available for grant under the 2003 Stock Plan.
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Sage stock option plan

The Sage stock option plan (“Sage Plan™) provided for the granting of incentive stock options (“1SOs”)
to employees of Sage, a wholly owned subsidiary of Genesis, and nonstatutory stock options (“NSQOs”) to
Sage employees, directors, and consultants. As a result of the purchase of Sage, each outstanding option or
right to purchase shares of Sage common stock is exercisable for Genesis common shares, adjusted to reflect
the exchange ratio of Genesis common shares to Sage common stock in the purchase and sale agreement. No
additional options will be granted under the Sage Plan. Upon exercise, expiration or cancellation of all of the
options granted under the Sage Plan, this plan will be terminated.

Employee stock purchase plan

Genesis has established an employee stock purchase plan under which employees may authorize payroll
deductions of up to 15% of their compensation (as defined in the plan) to purchase common shares at a price
equal to 85% of the lower of the fair market values as of the beginning or the end of the offering period. The
plan provides for the purchase of 500,000 shares of common stock plus an annual increase to restore the
number of shares available for purchase under the plan to 500,000. As at March 31, 2005, there were
331,000 shares available for issuance under this plan.

Summary of stock options

Details of stock option transactions are as follows:
Weighted Average

Number of Option Price Exercise Price

Options per Share per Share

Balances, March 31,2002...................... 4,551 $0.17 - 69.81 $21.03
Issued ... o 3,202 5.64 - 26.00 8.67
Exercised...... ... ... .. . i (356) 0.17 - 26.70 10.39
Cancelled ....... ... ... ... .. (913) 0.99 - 68.56 27.48
Balances, March 31,2003 ...................... 6,484 0.17 - 69.81 14.52
Issued ... ... 2,264 7.50 - 27.89 15.96
Exercised............. ... .. .. .. (1,008) 0.17 - 18.50 9.89
Cancelled ........... .. ... .. i, (468) 0.78 - 69.81 23.16
Balances, March 31,2004 . ..................... 7,272 0.17 - 68.18 15.01
Issued ... ... ... . 2,729 9.71 - 17.28 14.93
Exercised.......... ... (423) 0.99 - 17.00 8.79
Cancelled ........... ... ... ... . . i, (773) 5.64 - 58.38 15.79
Balances, March 31,2005...................... 8,805 $0.17 - 68.18 $15.22
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The following table summarizes information concerning outstanding and exercisable options at March 31,

2005:
Options Outstanding Options Exercisable
Weighted Weighted
Weighted Average Average
Average Exercise Exercise
Number Remaining Price Number Price
Range of Exercise Prices Outstanding Life (Years) per Option Exercisable per Option
$017- 749................. 373 7.07 $ 5.69 198 $ 5.38
750 - 1124 0. 2,016 6.74 8.63 1,181 8.47
1125-1685 ................. 3,884 8.38 15.10 1,327 14.93
1686 - 2528 . ................ 1,945 7.21 18.46 1,104 18.96
2529-3792 .. ... 427 5.06 28.28 409 28.23
37.93-68.18 ... 160 6.25 48.74 144 48.54
Total at March 31,2005 ........ 8,805 7.49 $15.22 4,362 $16.12
Total at March 31,2004 ........ 7,272 7.90 $15.01 2,922 $16.71
Total at March 31, 2003 ........ 6,484 8.40 $14.52 2,086 $18.13
11. Income taxes
The provision for (recovery of) income taxes consists of:
Year Year Year
Ended Ended Ended
March 31, March 31, March 31,
2005 2004 2003
CUITEDL L o et e e $ 638  $ 3300 § 470
Deferred .. ... (3,432) (4,363) (4,610)
TOtAl oo $ 2,954  $(1,063) $(4,140)

The provision for (recovery of) income taxes differs from the amount computed by applying the statutory
federal income tax rate to income before provision for income taxes. The sources and tax effects of the

differences are as follows:

Basic federal rate applied to income before recovery of income
TAKES L e e
Adjustments resulting from:
State and provincial income taxes...................u...
Non-deductible expenses and other permanent differences . .

Research and development deductions and investment tax
CTEAILS . . vttt e

Foreign exchange and tax rate differences ................
Tax on repatriation from foreign subsidiary ...............
Change in valuation allowance
Otheritems ... ... i

Year Year Year
Ended Ended Ended
March 31, March 31, March 31,
2005 2004 2003
$(2,208)  $(1,791)  $(6,384)

(390) (316) (1,127)
2,672 1,519 1,657
(1,276)  (1,195)  (1,610)
(9,371) (6,774) (2,043)

3,701 — —
9,745 7,153 4,774
81 341 593
$ 2,954  $(1,063) $(4,140)




Genesis Microchip Inc.

Notes to Consolidated Financial Statements — (Continued)
(tabular amounts are in thousands, except per share amounts)

Pretax income from foreign operations was $34,609,000 for the year ended March 31, 2005. Pretax
income from foreign operations was $26,508,000 for the year ended March 31, 2004. Pretax loss from foreign
operations was $18,988,000 for the year ended March 31, 2003.

On October 22, 2004, the “American Jobs Creation Act of 2004” (“AJCA”) was signed into Jaw. The
AJCA includes a deduction of 85% of certain foreign earnings that are repatriated, as defined in the AJCA. In
March 2005, the Company repatriated $73,000,000 of earnings and profits in accordance with certain
provisions of the AJCA. A charge of $3,701,000 associated with this repatriation is included in the provision
for income taxes for the year ended March 31, 2005. As a result of the distribution, the cumulative amount of
unremitted income for which income taxes have not been provided is not significant at March 31, 2005.
Furthermore, U.S. income and foreign withholding taxes are not provided on certain unremitted earnings of
international affiliates which Genesis considers to be permanently reinvested in a foreign jurisdiction.

Significant components of Genesis” deferred tax assets (liabilities) are as follows:
March 31, March 31,

2005 2004
Acquisition-related intangibles ............ ... ... . o oo L $ (5,020) $ (7,881)
Net operating loss carry forwards. . .......... ... ... i 52,054 46,543
Research tax credit carry forwards. ........... ... .. ... ... ... ..., 13,466 10,126
Net capital loss carry forwards .. ... ... i 6,966 5,798
Other . o 1,426 135
Net deferred tax @SSet . ... ... .......oorerei e, 68,892 54,721
Less valuation allowance . ... ...ttt (54,836)  (51,319)
TOtal o e $ 14056 § 3,402

The valuation allowance increased by $3,517,000 during the year ended March 31, 2005 (2004 —
$16,845,000), primarily as a result of not recognizing the full benefit of net operating losses in the vear of loss,
offset in part by the reclassification to goodwill of $7,881,000 related to a prior acquisition (see Note 6).

The valuation allowance includes $9,306,000 (2004 — $10,843,000) arising from acquired losses and
research credits, which, if realized, will be credited to goodwill. The valuation allowance also includes
$20,344,000 (2004 — $25,509,000) of losses arising from stock option deductions of which subsequently
recognized tax benefits will be recorded as additional paid-in capital. No such benefit was realized during 2005
or 2004. A benefit of $613,000 was realized in 2003 from the application of stock option deduction expense
and was credited directly to additional paid-in capital.

In assessing the realizability of deferred tax assets, management considers whether it is more likely than
not that some portion or all of the deferred tax assets will not be realized. The ultimate realization of deferred
tax assets is dependent upon the generation of future taxable income during the periods in which those
temporary differences become deductible. Management considers projected future taxable income uncertain-
ties related to the industry in which Genesis operates and tax planning strategies in making this assessment. In
order to fully realize the net deferred tax asset recognized at March 31, 2005, Genesis will need to generate
future taxable income in the appropriate jurisdictions of approximately $39,000,000. Based upon the level of
historical taxable income and projections for future taxable income over the periods which the deferred tax
assets are deductible, management believes it is more likely than not that Genesis will realize the benefits of
these deductible differences, net of the existing valuation allowances.
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12. Loss per share

The following table reconciles the numerators and denominators of the basic and diluted earnings per
share computation as required by SFAS 128:

Year Year Year
Ended Ended Ended
March 31, March 31, March 31,
2005 2004 2003
Numerator for basic and diluted net loss per share:
Net 0SS .ot $(9,447) $(4,205) $(14,636)
Denominator for basic net loss per share;
Weighted average common shares ...................... 33,084 31,876 31,248

Basic net loss per share

................................. $ (029) § (0.13) § (047
Denominator for diluted net loss per share:
...................... 33,084 31,876 31,248

Weighted average common shares
Stock options and warrants

Shares used in computing diluted net loss per share ...... ... 33,084 31,876 31,248

Diluted net loss per share ...............covvviiinnia. $ (029) % (0.13) $ (0.47)

Anti-dilutive potential common shares excluded from above
calculation .. ... ... . e 8,251 7,255 5,539

Had Genesis been profitable during the year ended March 31, 2005, 1,192,000 shares would have been
added to weighted average shares for the purposes of calculating diluted earnings per share (2004 —
1,155,000 shares and 2003 — 1,119,000 shares).

13. Commitments and contingencies

Lease commitments

Genesis leases premises in the United States, Canada, India, Taiwan, Japan, South Korea, and China
under operating leases that expire between April 2005 and June 2009. In addition, certain equipment is leased
under non-cancelable operating leases expiring in various years through 2006. Future minimum lease
payments by fiscal year are as follows:

2006 . e $ 4,058
2007 o 3,105
2008 1,533
2000 . 1,380
2000 L e 208
Thereafter .. —
T8l e o et e $10,284

Rental expense was $4,249,000 for the year ended March 31, 2005, $3,657,000 for the year ended
March 31, 2004, and $2,689,000 for the year ended March 31, 2003.
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Legal proceedings
Sificon Image Litigation

In April 2001, Silicon Image, Inc. (“Silicon Image”) filed a patent infringement lawsuit against Genesis
in the United States District Court for the Eastern District of Virginia (‘“District Court”) and simultaneously
filed a complaint before the United States International Trade Commission (“ITC”). The complaint and suit
alleged that certain Genesis products that contain digital receivers infringe various Silicon Image patent
claims. Silicon Image was seeking an injunction to halt the sale, manufacture and use of Genesis’s DVI
receiver products and unspecified monetary damages. In December 2001, Silicon Image formally moved to
withdraw its complaint before the ITC and those proceedings have terminated.

In July 2003, the District Court issued a memorandum opinion, followed by a final judgment in August
2003 and an amended final judgment in December 2003. In its opinion, the District Court ruled that Genesis
and Silicon Image have settled their disputes based on a Memorandum of Understanding, or MOU, signed on
December 18, 2002. The District Court’s opinion states that the MOU is a binding settlement agreement and
that Genesis will pay Silicon Image a monetary settlement, license fee and running royalties on all DVI and
HDMI products. We recorded a provision for costs associated with this patent litigation in the year ended
March 31, 2003; a portion of which was paid in escrow to the court in August 2003 and an additional
undisclosed amount was paid to the court as a bond in March 2004. The payments to the court have been
accounted for as reductions of the related liability. In addition, we have established a reserve for contingent
royalty payments in the event that the litigation is resolved against us.

In January 2004, Genesis filed a notice of appeal to the United States Court of Appeals for the Federal
Circuit. On January 28, 2005, the Court of Appeals found that the district court’s order was not final, and
dismissed the appeal for lack of jurisdiction. The case has returned to the District Court for further
adjudication.

The future financial impact arising from any appeal or other legal actions related to the dispute is not yet
determinable.

MRT, Trumpion and Mstar Litigation

In March 2002, Genesis filed a patent infringement lawsuit against Media Reality Technologies, Inc.
(“MRT”), SmartASIC Inc., and Trumpion Microelectronics, Inc. (“Trumpion”) in the United States
District Court for the Northern District of California. The complaint alleges that the defendants’ display
controllers infringe various claims of a Genesis U.S. patent. Genesis is seeking monetary damages and a
permanent injunction that bars the defendants from making, using, importing, offering to sell, or selling the
allegedly infringing products in the United States. In January 2003, Genesis announced a settlement of its
litigation against SmartASIC Inc. MRT has asserted counterclaims against Genesis, alleging trade secret
misappropriation, interference with economic advantage, and unfair practices and competition. Genesis
intends to vigorously defend against these claims. In May 2005, the court granted Genesis’s motion for
summary judgment on infringement by MRT. In June 2005, as part of a settlement of the litigation, Trumpion
consented to a stipulated judgment admitting its infringement of Genesis’s patent.

Genesis previously filed a similar patent infringement complaint against MRT, Trumpion and Mstar
Semiconductor, Inc. (“Mstar”) with the ITC. In August 2004, the ITC determined that Mstar, MRT and
Trumpion infringe Genesis’s patent, and issued an exclusion order preventing the importation of Mstar, MRT
and Trumpion’s infringing display controllers into the United States, as well as LCD monitors and boards
containing these products.
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In December 2004, Mstar filed an appeal of the exclusion order and related ITC rulings to the Federal
Circuit Court of Appeals. MRT and Trumpion did not appeal.

In response to a complaint filed by MRT, the Taiwan Fair Trade Commission investigated Genesis’s
alleged violation of the Taiwan Fair Trade Law; however, in December 2004, the Taiwan Fair Trade
Commission found that Genesis did not commit any such violation.

In response to a complaint filed by Mstar, the Taiwan Fair Trade Commission is investigating Genesis’s
alleged violation of the Taiwan Fair Trade Law. Genesis believes that it has meritorious defenses to the
alleged violation and is cooperating with the investigation.

The future financial impact of these claims is not yet determinable and no provision has been made in our
consolidated financial statements for any future costs or settlements associated with these claims.

Securities Class Action Litigation

In November 2002, a putative securities class action captioned Kuehbeck v. Genesis Microchip et al.,
Civil Action No. 02-CV-05344, was filed against Genesis, former Chief Executive Officer Amnon Fisher, and
former Interim Chief Executive Officer Eric Erdman, and amended in July 2003 to include Executive Vice
President Anders Frisk (collectively the “Individual Defendants™) in the United States District Court for the
Northern District of California. The complaint alleges violations of Section 10(b) of the Securities and
Exchange Act of 1934 (the “Exchange Act”) and Rule 10b-5 promulgated there under against Genesis and
the Individual Defendants, and violations of Section 20(a) of the Exchange Act against the Individual
Defendants. The complaint seeks unspecified damages on behalf of a purported class of purchasers of
Genesis’s common stock between April 29, 2002 and June 14, 2002. The parties are currently awaiting a ruling
on Genesis’s motion to dismiss the case. Genesis believes that it has meritorious defenses to this lawsuit and
will continue to defend the litigation vigorously. The future financial impact of this claim is not yet
determinable and no provision has been made in our consolidated financial statements for any future costs
associated with this claim.

An unfavorable resolution of any of these lawsuits could have a material adverse effect on Genesis’s
business, results of operations or financial condition.

Supply arrangements

Genesis subcontracts portions of its semiconductor manufacturing from several suppliers and no single
production process for any single product is performed by more than one supplier. Should our wafer supplier or
any of Genesis’ packaging or testing subcontractors cease to be available, management believes that this would
have a material adverse effect on Genesis’ business, financial condition and results of operations. Genesis has
no guarantees of minimum capacity from its suppliers and is not liable for minimum purchase commitments.

Guarantees and indemnifications

In connection with certain agreements that we have executed in the past, we have at times provided
indemnities to cover the indemnified party for matters such as product liability. We have also on occasion
included intellectual property indemnification provisions in the terms of our technology related agreements
with third parties. Maximum potential future payments cannot be estimated because many of these
agreements do not have a maximum stated liability. However, historically costs related to these indemnifica-
tion provisions have not been significant. We have not recorded any liability in our consolidated financial
statements for such indemnifications.
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14. Segment information

Genesis operates and tracks its results in one operating segment. Genesis designs, develops and markets
integrated circuits that manipulate and process digital video and graphic images. The target market is the
advanced display market including LCD monitors and flat-panel televisions.

Geographic information

Geographic revenue information is based on the shipment destination. Long-lived assets include property
and equipment, as well as intangible assets. Property and equipment information is based on the physical
location of the asset while the intangible assets are based on the location of the owning entity.

Revenues from unaffiliated customers by geographic region were as follows:

Year Year Year

Ended Ended Ended
March 31, March 31, March 31,

2005 2004 2003
United States. . ...t $ 8923 § 13,560 $ 12,760
ChINa o e 69,406 79,592 36,854
Japan ... 15,288 16,585 19,836
South Korea ... ... . i i i e 52,870 53,628 77,690
7 28,824 27,170 32,462
Restof world. ... ... . .. i 28,804 22,885 14,723
Total ... $204,115  $213,420 $194,325

Net long-lived assets by country were as follows:
March 31, March 31, March 31,

2005 2004 2003
United States. . ..ot e $206,728  $226,849  $233,053
Restof world. ... ... . . i 8,505 6,291 6,229
Total . .o $215,233  $233,140  $239,282

Concentration information

The following table shows the percentage of our revenues in the years ended March 31, 2005 and 2004
that was derived from customers who individually accounted for more than 10% of revenues in that year:

Year Ended
March 31,
2005 2004
CUS M. A .o e 15% —
Customer B .. ... 10% 15%

CUStOmMET € Lo e e —_ 11%
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The following table shows customers accounting for more than 10% of accounts receivable trade at
March 31, 2005 and March 31, 2004:

Year Ended
March 31,
2005 2004
CUSIOMET | L e e e 29%  13%
CUSTOMET 2 .. ittt e e — 1%
CUSTOMET 3 i i e e e — 17% Y
CUSIOIMIET 4 . oottt e — 14%
15. Deferred merger-related costs
On March 17, 2003, Genesis entered into an agreement to merge with Pixelworks, Inc. (“Pixelworks™) =

On August 5, 2003, Genesis and Pixelworks entered into an agreement to terminate the proposed merger. P

TN
Under the terms of the agreement, each of the parties agreed to a mutual release of claims, and Pixelworks %ﬁ”
agreed to immediately pay Genesis $5,500,000 as a reimbursement for its expenses. Costs incurred by Genesis ‘
related to this transaction to March 31, 2003 were approximately $2,500,000, and were included in other long-
term assets at that date. Genesis incurred approximately $3,100,000 of related costs during the period from
April 1, 2003 to August 5, 2003. The net expense of $0.1 million was included in selling, general and |
administrative expenses. S

16. Comparative figures

Certain comparative figures presented in these consolidated financial statements have been reclassified to
conform to the current year’s presentation.
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure:

Not applicable.

Item 9A. Controls and Procedures:

(a) Evaluation of disclosure controls and procedures. Our management evaluated, with the participa-
tion of our Chief Executive Officer and our Chief Financial Officer, the effectiveness of our disclosure controls
and procedures as of the end of the period covered by this report. Based on this evaluation, our Chief
Executive Officer and our Chief Financial Officer have concluded that our disclosure controls and procedures
as of the end of the period covered by this report are effective to ensure that information we are required to
disclose in reports that we file or submit under the Securities Exchange Act of 1934 is recorded, processed,
summarized and reported within the time periods specified in the Securities and Exchange Commission’s
rules and forms.

Our disclosure controls and procedures provide our Chief Executive Officer and our Chief Financial
Officer reasonable assurances that our disclosure controls and procedures will achieve their objectives.
However, company management, including our Chief Executive Officer and our Chief Financial Officer, do
not expect that our disclosure controls and procedures or our internal controls will prevent all human error. A
control system, no matter how well designed and implemented, can provide only reasonable, not absolute,
assurance that the objectives of the control system are met. Furthermore, the design of a control system must
reflect the fact that there are internal resource constraints, and the benefit of controls must be weighed relative
to their corresponding costs. Because of the limitations in all control systems, no evaluation of controls can
provide complete assurance that all control issues and instances of error, if any, within our company are
detected. These inherent limitations include the realities that judgments in decision-making can be faulty, and
that breakdowns can occur due to human error or mistake. Additionally, controls, no matter how well
designed, could be circumvented by the individual acts of specific persons within the organization. The design
of any system of controls is also based in part upon certain assumptions about the likelihood of future events,
and there can be no assurance that any design will succeed in achieving its stated objectives under all potential
future conditions.

(b) Management’s report on internal control over financial reporting. Management of Genesis
Microchip is responsible for establishing and maintaining adequate internal control over financial reporting as
defined in Rules 13a-15(f) and 15d-15(f) under the Securities Exchange Act of 1934. Genesis Microchip’s
internal control over financial reporting is designed to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external purposes in accordance with
generally accepted accounting principles. Internal control over financial reporting includes those policies and
procedures that:

s pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the
transactions and dispositions of the assets of the company;

+ provide reasonable assurance that transactions are recorded as necessary to permit preparation of
financial statements in accordance with generally accepted accounting principles, and that receipts and
expenditures of the company are being made only in accordance with authorizations of management
and directors of the company; and

+ provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use
or disposition of the company’s assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements. In addition, projections of any evaluation of effectiveness to future periods are subject to the
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risk that controls may become inadequate because of changes in conditions and that the degree of compliance
with the policies or procedures may deteriorate.

Management assessed the effectiveness of Genesis Microchip’s internal control over financial reporting as
of March 31, 2005. In making this assessment, management used the criteria set forth in Internal Control-
Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission
(COSO). Based on its assessment of internal controls over financial reporting, management has concluded
that, as of March 31, 2005, Genesis Microchip’s internal control over financial reporting was effective to
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial
statements for external purposes in accordance with generally accepted accounting principles. Genesis
Microchip’s independent auditors, KPMG LLP, have issued an attestation report on our assessment of
Genesis Microchip’s internal control of financial reporting.

(c) Attestation report of KPMG LLP.
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Stockholders
Genesis Microchip Inc.

We have audited management’s assessment, included in the accompanying Management’s Report on
Internal Control over Financial Reporting, that Genesis Microchip Inc. maintained effective internal control
over financial reporting as of March 31, 2005, based on criteria established in Internal Control — Integrated
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO).
Genesis Microchip Inc.’s management is responsible for maintaining effective internal control over financial
reporting and for its assessment of the effectiveness of internal control over financial reporting. Our
responsibility is to express an opinion on management’s assessment and an opinion on the effectiveness of the
Company’s internal control over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether effective internal control over financial reporting was maintained in all material
respects. Our audit included obtaining an understanding of internal control over financial reporting, evaluating
management’s assessment, testing and evaluating the design and operating effectiveness of internal control,
and performing such other procedures as we considered necessary in the circumstances. We believe that our
audit provides a reasonable basis for our opinion.

A company’s internal control over financial reporting is a process designed to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles. A company’s internal control
over financial reporting includes those policies and procedures that (1) pertain to the maintenance of records
that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the
company; (2) provide reasonable assurance that transactions are recorded as necessary to permit preparation
of financial statements in accordance with generally accepted accounting principles, and that receipts and
expenditures of the company are being made only in accordance with authorizations of management and
directors of the company; and (3) provide reasonable assurance regarding prevention or timely detection of
unauthorized acquisition, use, or disposition of the company’s assets that could have a material effect on the
financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that
controls may become inadequate because of changes in conditions, or that the degree of compliance with the
policies or procedures may deteriorate.

In our opinion, management’s assessment that Genesis Microchip Inc. maintained effective internal
control over financial reporting as of March 31, 2005, is fairly stated, in all material respects, based on criteria
established in Internal Control — Integrated Framework issued by the Committee of Sponsoring Organiza-
tions of the Treadway Commission (COSQ). Also, in our opinion, Genesis Microchip Inc. maintained, in all
material respects, effective internal control over financial reporting as of March 31, 2005, based on criteria
established in Internal Control — Integrated Framework issued by the Committee of Sponsoring Organiza-
tions of the Treadway Commission (COSO).

We also have audited, in accordance with the standards of the Public Company Accounting Oversight
Board (United States)}, the consolidated balance sheets of Genesis Microchip Inc. as of March 31, 2005 and
2004, and the related consolidated statements of operations, stockholders’ equity and cash flows for each of the
years in the three-year period ended March 31, 2005, and our report dated June 7, 2005 expressed an
unqualified opinion on those consolidated financial statements.

/s/ KPMG LLP

Toronto, Canada
June 7, 2005
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(d) Changes in internal control over financial reporting. There was no change in our internal control
over financial reporting that occurred during the period covered by this report that has materially affected, or
is reasonably likely to materially affect, our internal control over financial reporting.

PART I

Item 10. Directors and Executive Officers

The information required by Item 10 of Form 10-K regarding our directors, audit committee and audit
committee financial expert is incorporated into this report by reference from the information under the
captions “The Board of Directors, its Committees and Meetings” and “Proposal One — Election of
Directors” in our definitive Proxy Statement for our 2005 Annual Meeting of Stockholders.

The information required by Item 10 regarding our executive officers appears in Item 1 under Part I of
this Report under the caption “Executive Officers.”

The information required by Item 10 of Form 10-K with respect to Section 16(a) beneficial ownership
reporting compliance is incorporated into this report by reference to the information under the caption
“Section 16(a) Beneficial Ownership Reporting Compliance” in our definitive Proxy Statement.

Code of Ethics

‘We have adopted a code of ethics that applies to our principal executive officer and all members of our
finance department, including the principal financial officer and principal accounting officer. This code of
ethics “Code of Ethics-Financial”, as well as “Code of Business Conduct and Ethics”, which applies to all
employees generally, are posted on our Web site. The Internet address for our Web site is
http://www.gnss.com, and the both codes of ethics may be found as follows:

1. From our main Web page, first click on “Company.”
2. Next, click on “Corporate Governance.”
3. Finally, click on “Code of Business Conduct and Ethics” or “Code of Ethics-Financial.”

We intend to satisfy the disclosure requirement under Item 5.05(c) of Form 8-K regarding certain
amendments to, or waivers from, a provision of this code of ethics by posting such information on our website,
at the address and location specified above, within four business days of such amendment or waiver.

Item 11. Executive Compensation

The information required by this item is incorporated into this report by reference to the information
contained in the section captioned “Executive Compensation” in our definitive Proxy Statement for our 2005
Annual Meeting of Stockholders.

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder
Matters

Information required by this item is incorporated into this report by reference to the section entitled
“Security Ownership of Certain Beneficial Owners and Management” and “Equity Compensation Plan
Information™ in our definitive Proxy Statement for our 2005 Annual Meeting of Stockholders.

Item 13. Certain Relationships and Related Transactions

Information with respect to this item is incorporated into this report by reference from the section entitled
“Certain Relationships and Related Transactions” in our definitive Proxy Statement for our 2005 Anaual
Meeting of Stockholders.
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Item 14. Principal Accountant Fees and Services

The information required by this item is included under the captions “Proposal Two — Appointment of
Independent Auditors — Fees and Services” in our definitive Proxy Statement.

PART IV

Item 15. Exhibits and Financial Statement Schedules: '

(a) Documents filed with this report:

1. Consolidated Financial Statements.

The following consolidated financial statements and related auditors’ report are incorporated in

Item 8 of this report:

Independent Auditors’ Report.
Consolidated Balance Sheets at March 31, 2005 and 2004.

Consolidated Statements of Operations for the years ended March 31, 2005, March 31, 2004 and
March 31, 2003,

Consolidated Statements of Stockholders’ Equity for the years ended March 31, 2005, March 31, 2004
and March 31, 2003.

Consolidated Statements of Cash Flows for the years ended March 31, 2005, March 31, 2004 and
March 31, 2003.

Notes to Consolidated Financial Statements.
2. Consolidated Financial Statement Schedules.

Consolidated financial statement schedules have been omitted because they are not applicable or are

not required, or because the required information is included in the Consolidated Financial Statements
and Notes thereto which are included herein.

3. Exhibits.

The exhibits listed in the Exhibit Index are filed as a part of this report.

64



SIGNATURES

The following authorized persons have signed this report on our behalf, as required by Section 13 or
15(d) of the Securities Exchange Act of 1934.

Date: July 8, 2005

GENESIS MIcrROCHIP INC.

By: /s/ ELIAS ANTOUN

Elias Antoun
Chief Executive Officer and Director

By: /s/  MICHAEL HEALY

Michael Healy
Chief Financial Officer
(and Principal Accounting Officer)

This report has been signed by the following persons in the capacities and on the dates indicated as
required by the Securities Exchange Act of 1934.

Name

%

Title Date

Chief Executive Officer and Director July 8, 2005

Elias Antoun

*

Jon Castor

*

Chieh Chang

*

Tim Christoffersen

3

Jeffrey Diamond

*

Eric Erdman

*

Director July 8, 2005
Director July 8, 2005
Director July 8, 2005
Chairman of the Board July 8, 2005
Director July 8, 2005
Director July 8, 2005

Robert H. Kidd
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Name

%

*By:

Chandrashekar M. Reddy

/s/  Ava M. HAHN

Ava M. Hahn
{Attorney-in-Fact)
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Exhibit
Number

2.1(1)
2.2(1)
2.3(2)

3.1(1)
3.2(3)
3.3(4)

4.1(1)
4.2(4)

10.1(5)
10.2

10.3(6)*
10.4(6)*
10.5(9)*
10.6(9)*
10.7(9)*

10.8(7)*

10.9(9)*

10.10(9)*
10.11(8)*
10.12(8)*
10.13(9)*
10.14(8)*
10.15(8)*
10.16(8)*
10.17(8)*
10.18(8)*
10.19(9)*
10.20(9)

10.21(12)*
10.22(10)

10.23(11)*
10.24(11)*
10.25(11)
10.26(14)*
10.27(14)

EXHIBIT INDEX

Exhibit Description
Agreement and Plan of Merger and Reorganization, dated as of September 27, 2001, by and
between Genesis Microchip Incorporated and Sage, Inc.

Share Exchange and Arrangement Agreement and Plan of Arrangement by and among the
Registrant, Genesis Microchip Nova Scotia Corp., and Genesis Microchip Incorporated.

Agreement and Plan of Merger, dated as of March 17, 2003, among Genesis Microchip Inc.,
Display Acquisition Corporation and Pixelworks, Inc. (with Forms of Voting Agreements).

Certificate of Incorporation of the Registrant.
Amended and Restated Bylaws of the Registrant.

Certificate of Designation of Rights, Preferences and Privileges of Series A Participating
Preferred Stock of the Registrant.

Form of Common Stock Certificate of the Registrant.

Preferred Stock Rights Agreement, dated as of June 27, 2002, between the Registrant and
Mellon Investor Services, L.L.C., as amended on March 16, 2003.

Agreement, dated January 20, 1997, between Yves Faroudja and Faroudja Laboratories, Inc.
[ Intentionally omitted ]

Offer of employment to James E. Donegan dated June 25, 2002.

Settlement Agreement and Release with Amnon Fisher.

Offer Letter of Employment with Anders Frisk, dated February 15, 2000.

Offer Letter of Employment with Matthew Ready, dated April 12, 2000.

Offer Letter of Employment from Paradise Electronics, Inc. to Mohammad Tafazzoli, dated
February 17, 1998.

Form of Change of Control Severance Agreement (as entered into between Genesis and, among
others, each of Anders Frisk, Raphael Mehrbians, Tzayao Chan, and Mohammad Tafazzoli).

Separation Agreement and Release with Chandrashekar Reddy.
Consulting Agreement with Chandrashekar Reddy.

1987 Stock Option Plan.

1997 Employee Stock Option Plan.

1997 Employee Stock Purchase Plan, as last amended on September 17, 2002.
1997 Non-Employee Stock Option Plan.

2000 Nonstatutory Stock Option Plan.

2001 Nonstatutory Stock Option Plan.

Paradise Electronics, Inc. 1997 Employee Stock Option Plan.
Sage, Inc. Second Amended and Restated 1997 Stock Plan.
2001 Employee Stock Purchase Loan Plan {for non-officers).

Lease Termination Agreement with 1601 McCarthy Boulevard, L.L.C. regarding premises
located in Milpitas, California.

Settlement Agreement and Release with James E. Donegan.

Termination and Release Agreement, dated as of August 5, 2003, among Genesis
Microchip Inc., Display Acquisition Corporation and Pixelworks, Inc.

Offer Letter with Michael Healy.

Change of Control Severance Agreement with Michael Healy.
Option Exchange Agreement with Raphael Mehrbians.
Interim CEO Employment Agreement with Eric Erdman.
Form of director and officer indemnification agreement.
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Exhibit
Number Exhibit Description

10.28(13)* 2003 Stock Plan.

10.29(15)* Form of 2000 Nonstatutory Stock Option Plan Stock Option Agreement with Nonemployee
Directors.

10.30(15)* Form of 2000 Nonstatutory Stock Option Plan International Stock Option Agreement.
10.31(15)* Form of 2000 Nonstatutory Stock Option Plan Stock Option Agreement for China.

10.32(16)* Amendment No. 1 to Separation Agreement and Release with Chandrashekar Reddy, dated
November 10, 2004,

10.33(17)* Offer Letter of Employment with Elias Antoun, dated November 10, 2004.

10.34(18)* Change in Control Severance Agreement with Elias Antoun, dated November 29, 2004.
10.35(19)* Separation Agreement and Release with Eric Erdman, dated December 3, 2004.
10.36(19)* Consulting Agreement with Eric Erdman, dated December 3, 2004.

10.37(20)* Separation Agreement and Release with Young Ahn, dated December 28, 2004.

21(9) Subsidiaries.

23.1 Consent of KPMG LLP.

31.1 Certification of Chief Executive Officer, as required by Rule 13a-14(a) or Rule 15d-14(a) of
the Securities Exchange Act of 1934.

31.2 Certification of Chief Financial Officer, as required by Rule 13a-14(a) or Rule 15d-14(a) of
the Securities Exchange Act of 1934.

32.1 Certification of Chief Executive Officer and Chief Financial Officer, as required by

Section 13350 of Chapter 63 of Title 18 of the United States Code (18 U.S.C. 1350).

(1) Incorporated by reference to the Registrant’s Registration Statement on Form S-4 (File
No. 333-72202) filed with the Securities and Exchange Commission on October 25, 2001, as amended.

(2) Incorporated by reference to the Registrant’s Current Report on Form 8-K filed with the Securities and
Exchange Commission on March 20, 2003.

(3) Incorporated by reference to the Registrant’s Annual Report on Form 10-K filed with the Securities and
Exchange Commission on July 1, 2002, as amended.

(4) Incorporated by reference to the Registrant’s Registration Statement on Form 8-A12G filed with the
Securities and Exchange Commission on August 5, 2002, as amended by the Registrant’s Statement on
Form 8-12G/A filed with the Securities and Exchange Commission on March 31, 2003.

(5) Incorporated by reference to Faroudja Laboratories, Inc.’s Form S-1 (File No. 333-32375) filed with
the Securities and Exchange Commission on July 30, 1997, as amended.

(6) Incorporated by reference to the Registrant’s Quarterly Report on Form 10-Q filed with the Securities
and Exchange Commission on August 14, 2002.

(7) Incorporated by reference to Registration Statement on Form S-4 filed by Pixelworks, Inc. with the
Securities and Exchange Commission on April 18, 2003, as amended.

(8) Incorporated by reference to the Registrant’s Statement on Form S-8 filed with the Securities Exchange
Commission on February 21, 2002.

(9) Incorporated by reference to the Registrant’s Annual Report on Form 10-K filed with the Securities
Exchange Commission on June 20, 2003,

(10) Incorpoerated by reference to the Registrant’s Current Report on Form 8-K filed with the Securities
Exchange Commission on August 6, 2003.

(11) Incorporated by reference to the Registrant’s Quaterly Report on Form 10-Q filed with the Securities
Exchange Commission on February 13, 2004.

(12) Incorporated by reference to the Registrant’s Annual Report on Form 10-K/A filed with the Securities
Exchange Commission on July 29, 2003.
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(13)
(14)
(15)
(16)
(17
(18)
(19)

(20)

Incorporated by reference to the Registrant’s Registration Statement on Form S-8 filed with the
Securities Exchange Commission on October 15, 2003.

Incorporated by reference to the Registrant’s Annual Report on Form 10-K filed with the Securities

Exchange Commission on June 10, 2004.

Incorporated by reference to the Registrants Quarterly Report on Form 10-Q filed with the Securities
Exchange Commission on November 9, 2004.

Incorporated by reference to the Registrants Current Report on Form 8-K filed with the Securities
Exchange Commission on November 15, 2004.

Incorporated by reference to the Registrants Current Report on Form 8-K filed with the Securities
Exchange Commission on November 19, 2004.

Incorporated by reference to the Registrants Current Report on Form 8-K filed with the Securities
Exchange Commission on December 3, 2004.

Incorporated by reference to the Registrants Current Report on Form 8-K filed with the Securities
Exchange Commission on December 8, 2004.

Incorporated by reference to the Registrants Current Report on Form 8-K filed with the Securities
Exchange Commission on January 4, 2005.

Identifies a management contract or compensatory plan of arrangement required to be filed as an exhibit
to this report pursuant to Item 14(c).
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