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Part | - Financial Information

Item 1. Condensed Consolidated Financial Statenments (unaudited)

Introductory Conments

The Condensed Consol i dated Financial Statements of Garmin Ltd. ("Garmin" or
the "Conpany") included herein have been prepared by the Conpany, w thout audit,
pursuant to the rules and regulations of the United States Securities and
Exchange Conmmi ssion. Certain infornation and note disclosures nornally included
in financial statements prepared in accordance wth accounting principles
generally accepted in the United States of Anerica have been condensed or
omtted pursuant to such rules and regulations, although the Conpany believes
that the disclosures are adequate to enable a reasonable understanding of the
informati on presented. These Condensed Consolidated Financial Statenments should
be read in conjunction wth the audited financial statements and the notes
thereto for the year ended Decenber 31, 2000. Additionally, the Condensed
Consol idated Financial Statements should be read in conjunction wth Item 2.
Managenent's Discussion and Analysis of Financial Condition and Results of
Operations included in this Form 10-Q

The results of operations for the 13 and 26-week periods ended June 30,
2001 are not necessarily indicative of the results to be expected for the full
year 2001.



Garmn Ltd. And Subsidiaries
Condensed Consol i dat ed Bal ance Sheets
(I'n thousands, except per share information)

(Unaudi t ed)
June 30, Decenber 30
2001 2000
Asset s
Current Assets
Cash and cash equival ents $278, 777 $251, 731
Accounts receivabl e, net 54, 444 32,719
I nventories 73, 347 89, 855
Def erred incone taxes 11,722 12,293
Prepai d expenses and other current assets 5, 059 1,423
Total current assets 423, 349 388, 021
Property and equi pnent, net 68, 541 64, 704
O her assets, net 6,614 10, 622

Total assets $498, 504

Liabilities and Stockhol der's Equity
Current liabilities:

Accounts payabl e $13, 466 $22, 496
O her accrued expenses 14,111 13, 163
I ncome taxes payabl e 10, 265 5,795
Current portion of |ong-term debt - 587
Total current liabilities 37,842 42,041
Long-term debt, less current portion 37, 867 46, 359
Deferred i ncone taxes 8,221 9, 616
Gher liabilities 575 92

St ockhol ders' equity
Preferred stock, $1.00 par val ue
1, 000, 000 aut hori zed, none i ssued - -
Common st ock, $0.01 par val ue
500, 000, 000, share authorized

I ssued and out standi ng shares-108, 242, 111 1, 082 1, 082

Addi tional paid-in capital 133, 925 133, 925

Ret ai ned ear ni ngs 313,542 253, 140

Accurrul at ed ot her conprehensive | oss (34, 550) (22,908)
Total stockhol ders' equity 413, 999

Total liabilities and stockhol ders' equity $498, 504

The acconpanying notes are an integral part of these financial statements



Garmin Ltd. And Subsidiaries
Condensed Consol i dated Statements of Income (Unaudited)
(I'n thousands, except per share information)

13- Weeks Ended 26- \Weks Ended
June 30, June 24, June 30, June 24
2001 2000 2001 2000
Net sal es $103, 634 $93, 964 $189, 168 $170, 540
Cost of goods sold 48, 584 43, 939 88, 200 78,602
G oss profit 55, 050 50, 025 100, 968 91, 938
Sel l'ing, general and
adm ni strative expenses 9, 801 7,984 19, 060 15, 075
Research and devel opnent
expense 6, 765 5, 013 13, 061 9,719
16, 566 12, 997 32,121 24,794
Qperating incone 38, 484 37,028 68, 847 67, 144
O her incone (expense)
I nterest incone 2,644 1,599 5, 930 2,534
I nterest expense (459) (979) (1, 227) (1, 462)
For ei gn currency 8, 419 669 7,316 (3,029)
O her (22) (146) 101 (52)
10, 582 1,143 12,120 (2,009)
I ncone before incone taxes 49, 066 38,171 80, 967 65, 135
I ncone tax provision 12, 463 9, 010 20, 565 15, 375

Net income $36, 603 $29, 161 $60, 402 $49, 760

Net incone per share
Basi c $0. 34 $0. 29 $0. 56 $0. 50
Diluted $0. 34 $0. 29 $0. 56 $0. 50

Wi ght ed average conmon
shares out standi ng
Basi ¢ 108, 242 100, 000 108, 242 100, 000
Diluted 108, 648 100, 000 108, 629 100, 000

The acconpanying notes are an integral part of these financial statenents



Garmin Ltd. And Subsidiaries
Condensed Consol i dated Statenments of Cash Fl ows (Unaudited)
(I'n thousands)

Operating Activities:

Net inconme

Depreciation & anortization

Provi sion for doubtful accounts

Deferred incone taxes

Forei gn currency transaction (gains) |osses
Change in operating assets and liabilities:

Accounts receivabl e

Inventories

Qther current assets

Account s payabl e

O her current liabilities

I ncome taxes payabl e

Net cash provided by operating activities
Investing activities:

Pur chases of property and equi pnent
Proceeds from asset sale

Change in restricted cash

O her

Net cash used in investing activities

Fi nancing activities:

Proceeds fromissuance of |ong term debt
Paynments on | ong term debt

Di vi dends

Net cash provided by (used in) financing activities

Ef fect of exchange rate changes on cash

Net increase in cash
Cash at begi nning of period

Cash at end of period

The acconpanying notes are an integral part of these financial

June 30,
2001

$60, 402
5,038
148
(685)
(4, 550)

(22, 398)
15, 451
(3, 086)
(9,122)

1,083
5,774

(6, 529)

(8,61})

(8,617)

(5, 863)

statenents.

June 24,
2000

$49, 760
3,382
155
(357)
932

(9, 751)
(16, 030)
(425)

4, 675
400

(12, 956)
20

(11, 762)
(1,742)




Garmin Ltd
Not es to Condensed Consol i dated Financial Statements (Unaudited)
June 30, 2001
(I'n thousands, except share information)

1. Basis of Presentation

The acconpanyi ng unaudited condensed consol i dated financial statenents have been
prepared in accordance with generally accepted accounting principles for interim
financial information and with the instructions to Form10-Q and Article 10 of
Regul ation S-X.  Accordingly, they do not include all of the information and
footnotes required by generally accepted accounting principles for conplete
financial statenents. In the opinion of managenent, all adjustments (consisting
of normal recurring accruals) considered necessary for a fair presentati on have
been included. Operating results for the 13 and 26-week periods ended June 30

2001 are not necessarily indicative of the results that may be expected for the
year ended Decenber 29, 2001

The condensed consolidated balance sheet at Decenber 30, 2000 has been derived
fromthe audited financial statenents at that date but does not include all of
the information and footnotes required by generally accepted accounti ng
principles for conpleted financial statements. For further information, refer to
the consolidated financial statenents and footnotes thereto included in the
Conpany's Annual Report on Form 10-K for the year ended Decenber 30

2000

The Conpany's fiscal year is based on a 52-53 week period ending on the |ast
Saturday of the cal endar year. Therefore the financial results of certain fisca
years, and the associated 14-week quarters, wll not be exactly conparable to
the prior and subsequent 52-week fiscal years and the associated quarters having
only 13 weeks. The quarters ended June 30, 2001 and June 24, 2000 both contain
operating results for 13 weeks

2. I nventories

The components of inventory consist of the follow ng

June 30, 2001 Decenber 30, 2000
Raw material s $35, 296 $39, 914
Wor k- i n- process 4,097 8,116
Fi ni shed goods 37,165 41, 825
Inventory, net of reserves $73, 347 $89, 855

3. Initial Public O fering

On Decenber 8, 2000, the Conpany conpleted an underwitten initial public
offering of 12,075,000 shar es (i ncluding shares sold pursuant to the
underwriters' over-allotnment option) of its comon shares, of which 8,242,111
shares were offered by the Conpany and 3,832,889 were offered by selling
sharehol ders (the Offering) at an offering price of $14.00 per share. Prior to
but in connection with the Ofering, the Board of Directors approved a
1.12379256-for-1 stock split of the Conpany's common shares, effected through a
stock dividend on Novernber 6, 2000. Al share and per share information included
in the acconpanying condensed consolidated financial statenments has been
adjusted to give retroactive effect to the common stock split



4. Ear ni ngs Per Share

The following table sets forth the conputation of basic and diluted net incone
per share (in thousands, except per share information)

13- weeks Ended

June 30, June 24
2001 2000
Nuner at or :
Nurrer at or for basic and diluted net incone
per share - net incone $36, 603 $29, 161
Denomi nat or :
Denomi nator for basic net incone per share -
wei ght ed- aver age common shar es 108, 242 100, 000
Effect of dilutive securities - enployee
stock options 406 -
Denomi nator for diluted net incone per
share - adjusted wei ght ed-average conmon
shares 108, 648 100, 000
Basi ¢ net inconme per share $0. 34 $0. 29
Diluted net incone per share $0. 34 $0. 29

26- weeks Ended

June 30, June 24
2001 2000
Nuner at or :
Nunerator for basic and diluted net incone
per share - net incone $60, 402 $49, 760
Denomi nat or :
Denom nator for basic net incone per share -
wei ght ed- aver age common shar es 108, 242 100, 000
Ef fect of dilutive securities - enployee
stock options 387 -
Denom nator for diluted net incone per
share - adjusted wei ght ed-average conmmon
shares 108, 629 100, 000
Basi ¢ net incone per share $0. 56 $0. 50
Diluted net inconme per share $0. 56 $0. 50




5. Conpr ehensi ve | ncone

Conpr ehensi ve incone is conprised of the follow ng

26- weeks Ended

(i n thousands)

Net income $60, 402 $49, 760
Foreign currency
transl ati on adj ust ment (11, 642) 5, 203
Conpr ehensi ve i ncome $48, 760 $54, 963
6. Segnent | nformation

Revenues and inconme before incone taxes for each of the Conpany's reportable
segnents are presented bel ow

13- weeks Ended

Consuner Avi ation Consuner Avi ation
(i n thousands)

Sales to externa

custoners $70, 827 $32, 807 $64, 247 $29, 717
I ncome before
i ncone taxes $31, 729 $17, 337 $24, 615 $13, 556

Consuner Avi ati on Consuner Avi ati on
(in thousands)
Sal es to external

cust onmers $129, 351 $59, 817 $114, 399 $56, 141
I ncome before
i ncone taxes $51, 735 $29, 232 $41, 005 $24, 130

Item 2. Managenent's Discussion and Analysis of Financial Condition and
Results of Operations

The di scussion set forth below, as well as other portions of this Quarterly

Report, cont ai ns statements concerni ng potential future events. Such
forward-| ooking statenments are based upon assunptions by our managenent, as of
the date of this Quarterly Report, including assunptions about risks and

uncertainties faced by the Conpany. Readers can identify these forward-Iooking
statements by their use of such verbs as expects, anticipates, believes or
simlar verbs or conjugations of such verbs. |[If any of our assunptions prove
incorrect or should unanticipated circunstances arise, our actual results could
materially differ fromthose anticipated by such forward-|ooking statenents. The
di fferences could be caused by a nunber of factors or conbination of factors
including, but not limted to, those factors identified in the Conpany's Annua
Report on Form 10-K for the year ended Decenber 30, 2000. This report has been
filed with the Securities and Exchange Commi ssi on (the "SEC' or the



"Comm ssion") in MWashington, D.C. and can be obtained by contacting the SEC s
public reference operations or obtaining it through the SECs web site on the
Wrld Wde Wb at http://ww.sec.gov. Readers are strongly encouraged to

consi der those factors when eval uating any forward-1ooking statenment concerning
t he Conmpany. The Conpany w ||l not update any forward-|ooking statenents in this
Quarterly Report to reflect future events or devel opnents.

The information contained in this Managenent's Discussion and Anal ysis of
Fi nanci al Condition and Results of Operations should be read in conjunction with
the Condensed Consolidated Financial Statements and Notes thereto included in
this Form 10-Q and the audited financial statenents and notes thereto in the
Conpany' s Annual Report on Form 10-K for the year ended Decenber 30, 2000.

The Conpany is a | eading worl dwi de provider of navigation, conmunications
and infornation devices, npbst of which are enabled by d obal Positioning System
or GPS, technology. W operate in two business segnents, the consuner and
aviation nmarkets. Both of our segments offer products through our network of
i ndependent deal ers and distributors. However, the nature of products and types
of custoners for the two segnents vary significantly. As such, the segnents are
managed separately. Qur consuner segnent includes portable GPS receivers and
accessories for marine, recreation, |and and autonotive use sold primarily to
retail outlets. CQur aviation products are portable and panel - nount avionics for
Visual Flight Rules and Instrument Flight Rules navigation and are sold
primarily to retail outlets and certain aircraft manufacturers.

Resul ts of Operations
The following table sets forth our results of operations as a percentage of

net sales during the periods shown:

13- weeks Ended

June 30, 2001 June 24, 2000

Net sal es 100. 0% 100. 0%
Cost of goods sold 46. 9% 46. 8%
Gross profit 53. 1% 53.2%
Sel ling, general and

admi ni strative expenses 9.5% 8.5%
Research and devel opnent expenses 6. 5% 5.3%
Total operating expenses 16. 0% 13.8%
Operating i ncome 37.1% 39. 4%
G her incone, net 10. 2% 1.2%
I ncone before incone taxes 47. 3% 40. 6%
Provi sion for incone taxes 12. 0% 9. 6%
Net i ncone 35.3% 31. 0%

10



26- weeks Ended

June 30, 2001 June 24, 2000

Net sal es 100. 0% 100. 0%
Cost of goods sold 46. 6% 46. 1%
G oss profit 53. 4% 53. 9%
Sel ling, general and

adm ni strative expenses 10. 1% 8. 8%
Research and devel opnent expenses 6. 9% 5. 7%
Total operating expenses 17. 0% 14. 5%
Qperating incone 36. 4% 39. 4%
Ot her incone, net 6. 4% (1.2%
I ncone before incone taxes 42. 8% 38. 2%
Provi sion for incone taxes 10. 9% 9. 0%
Net inconme 31. 9% 29.2%

The following table sets forth our results of operations for each of our
two segnents through income before incone taxes during the periods shown. For
each line itemin the table, the total of the consumer and aviation segnents
amounts equal s the amobunt in the consolidated statements of income included in
Item 1.

13- weeks Ended

Consuner Avi ation Consuner Avi ation
(in thousands)

Net sal es $70, 827 $32, 807 $64, 247 $29, 717
Cost of goods sold 36,714 11, 870 31, 456 12, 483
Goss profit 34,113 20, 937 32,791 17, 234

Qperati ng expenses
Sel ling, general and

admini strative 7,080 2,721 5, 855 2,129
Research and

devel opnent 4,374 2,391 3, 317 1, 696

Total operating expenses 11, 454 5,112 9,172 3,825

Operating i ncome 22,659 15, 825 23,619 13, 409

O her incone (expense), net 9, 070 1,512 996 147

I ncome before
i ncone taxes $31, 729 $17, 337 $24, 615 $13, 556
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26- weeks Ended

Consuner Avi ation Consuner Avi ation
(i n thousands)

Net sal es $129, 351 $59, 817 $114, 399 $56, 141
Cost of goods sold 65, 265 22,935 55, 085 23,517
Goss profit 64, 086 36, 882 59, 314 32,624

Qperating expenses
Sel ling, general and

adm ni strative 13, 737 5,324 10, 984 4,091
Research and 8, 609 4,452 6, 094 3,625
devel oprent  ~~ ----- ----- e o

Total operating expenses 22,346 9,776 17,078 7,716
Qperating incone 41,740 27,106 42, 236 24,908
O her incone (expense), net 9, 995 2,126 (1,231) (778)

I ncome before
i ncone taxes $51, 735 $29, 232 $41, 005 $24, 130

Conpari son of 13-Weks Ended June 30, 2001 and June 24, 2000
Net Sal es

Net sales increased $9.6 million, or 10.3% to $103.6 nillion for the
13-week period ended June 30, 2001, from$94.0 mllion for the 13-week period
ended June 24, 2000. The increase for the 13-week period ended June 30, 2001 was
primarily due to the introduction of several new products and the increase in
overall demand for our GPS products. Sales fromour consumer products accounted
for 68.3%of net sales for the second quarter of 2001 conpared to 68.4% during
the second quarter of 2000. Sales from our aviation products accounted for 31.7%
for the second quarter of 2001 conpared to 31.6%during the second quarter of
2000. Both consuner and avi ation segnents drove sales growh as total units were
up 11%to 357,000 in 2001 from 321,000 in 2000

Net sales for the consuner segnent increased $6.6 million, or 10.2% to
$70.8 mllion for the 13-week period ended June 30, 2001, from $64.2 mllion for
the 13-week period ended June 24, 2000. The increase for the 13-week period
ended June 30, 2001 was primarily due to the 17 new products introduced in the
first half of 2001 and overall demand for our consunmer products as total units
were up 11%

Net sales for the aviation segnent increased $3.1 million, or 10.4% to
$32.8 million for the 13-week period ended June 30, 2001, from $29.7 nmillion for
the 13-week period ended June 24, 2000. The increase for the 13-week period
ended June 30, 2001 was primarily due to strong sales of our panel-nount
avi ation products as total units were up 15%

Goss Profit

Goss profit increased $5.1 million, or 10.2% to $55.1 nmillion for the
13-week period ended June 30, 2001, from $50.0 mllion for the 13-week period
ended June 24, 2000. This increase was primarily attributable to revenue growh
associated with increased unit volumes. Goss profit as a percentage of net
sales remained flat at 53.1%for the 13-week period ended June 30, 2001 conpared
to 53.2% for the 13-week period ended June 24, 2000

G oss profit for the consumer segnent increased $1.3 million, or 4.0% to
$34.1 mllion for the 13-week period ended June 30, 2001, from $32.8 nmillion for
the 13-week period ended June 24, 2000. Goss profit as a percentage of net
sal es decreased to 48.2%for the 13-week period ended June 30, 2001 from 51. 0%
for the 13-week period ended June 24, 2000 due to a shift in product mx as we
sold nore entry level eTrex(R) units. As we develop new product lines, the
overall margin levels may be lower than the existing product Iline that is
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repl aced. For exanple, our eTrex product line overall has a |ower nargin than
the GPS |11 (R) predecessor product line. Additionally, we did not fully benefit
from the increnental sales generated from our new higher margin product
introductions that occurred late in the quarter.

Goss profit for the aviation segnent increased $3.7 million, or 21.5% to
$20.9 mllion for the 13-week period ended June 30, 2001, from $17.2 mllion for
the 13-week period ended June 24, 2000. Goss profit as a percentage of net
sales increased to 63.8%for the 13-week period ended June 30, 2001 from 58. 0%
for the 13-week period ended June 24, 2000. This increase as a percentage of net
sales was primarily attributed to both volume, as panel-nount aviation unit
sales increased 38% as well as product m x. W experienced a greater increase
in sales of our higher margin GNS 530 product conpared to our GNS 430 product.

Selling, Ceneral and Administrative Expenses

Selling, general and administrative expenses increased $1.8 mllion, or
22.8% to $9.8 nmillion (9.5%of net sales) for the 13-week period ended June 30,
2001, from$8.0 mllion (8.5%of net sales) for the 13-week period ended June
24, 2000. Selling, general and administrative expenses increased $1.2 mllion,
or 20.9% in the consumer segment and $0.6 mllion, or 27.8% in the aviation
segnent. The increase in expense was primarily attributable to increases in
enpl oyment generally across the organi zation (net increase of 33 new enpl oyees),
increased advertising costs (up 16% associated with new product rel eases, and
increased insurance premuns. Overall, selling, general and admnistrative
expenses increased at a higher rate than revenues due to the need to gear-up for
the release of new products. As a result, expenses are incurred before we
experience the benefit of increnental revenue growth from new products.

Research and Devel opnent Expense

Research and devel opnent expenses increased $1.8 mllion, or 34.9% to $6.8
mllion (6.5%of net sales) for the 13-week period ended June 30, 2001, from
$5.0 mllion (5.3%of net sales) for the 13-week period ended June 24, 2000.
Research and devel opnent expenses increased $1.1 million, or 31.9% in the
consumer segnent and $0.7 mllion, or 41.0% in the aviation segnent. The
increase in expense was prinmarily due to the release of ten newrecently-
devel oped products wthin our consumer segnment and the addition of 25 new
engineers to our engineering staff as a result of our continued enphasis on
i nnovati on.

Operating | ncome

Operating income for the 13-week period ended June 30, 2001 increased to
$38.5 mllion, or 3.9%from$37.0 mllion for the 13-week period ended June 24,
2000. Qperating incone as a percentage of net sales decreased to 37.1%for the
13-week period ended June 30, 2001, from 39.4% for the 13-week period ended June
24, 2000 as a result of the factors di scussed above.

G her | nconme (Expense)

QG her income (expense) principally consists of interest income, interest
expense and foreign currency exchange gains and |losses. Oher incone for the
13-week period ended June 30, 2001 anpunted to $10.6 nmillion conpared to other
income of $1.1 nmillion for the 13-week period ended June 24, 2000. Interest
income for the 13-week period ended June 30, 2001 anpunted to $2.6 nillion
conpared to $1.6 mllion for the 13-week period ended June 24, 2000, the
increase being attributable to the growh of the Conpany's cash and cash
equi val ents during the period on which interest incone is earned. Interest
expense decreased to $0.5 million for the 13-week period ended June 30, 2001
from$1.0 nmillion for the 13-week period ended June 24, 2000, due prinarily to
the reduction of debt and a |l ower interest rate environment during fiscal 2001

We recognized a foreign currency exchange gain of $8.4 million for the
13-week period ended June 30, 2001 conpared to a gain of $0.7 million for the
13-week period ended June 24, 2000. The $8.4 nillion gain was due to the
significantly increased strength of the U.S. Dollar conpared to the New Tai wan
Dollar during the second quarter of fiscal 2001, when the exchange rate
i ncreased to 34.50 NID/USD at June 30, 2001 from 32.84 NTD/ USD  at
March 31, 2001. The $0.7 nmillion gain was due to the relative stability of the
U S Dollar conpared to the New Taiwan Dollar during the second quarter of
fiscal 2000, when the exchange rate increased only slightly.
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I ncome Tax Provision

I ncone tax expense increased by $3.5 nmillion, to $12.5 mllion, for the 13-
week period ended June 30, 2001 from$9.0 nmillion for the 13-week period ended
June 24, 2000 due to our higher taxable income. The effective tax rate was 25.4%
for the 13-week period ended June 30, 2001 versus 23.6%for the 13-week period
ended June 24, 2000. The increase is attributable to the effects of a surtax on
undi stributed earnings in Taiwan that the Conpany wll pay in the follow ng
year, anong other things. The tax cost of distributing earnings from Garmn
Corporation, the Conpany's Taiwan subsidiary, to the Conpany significantly
exceeds the ampbunt of the surtax

Net | ncome

As a result of the above, net incone increased 25.5%for the 13-week period
ended June 30, 2001 to $36.6 mllion conpared to $29.2 nmillion for the 13-week
period ended June 24, 2000

Conpari son of 26-Weks Ended June 30, 2001 and June 24, 2000
Net Sal es

Net sales increased $18.7 million, or 10.9% to $189.2 nillion for the
26-week period ended June 30, 2001, from $170.5 mllion for the 26-week period
ended June 24, 2000. The increase for the 26-week period ended June 30, 2001 was
primarily due to the introduction of 17 new products and the increase in overal
demand for our GPS products. Sales from our consunmer products accounted for
68. 4% of net sales for the first half of 2001 conpared to 67.1%during the first
hal f of 2000. Sales fromour aviation products accounted for 31.6%for the first
hal f of 2001 conpared to 32.9%during the first half of 2000. Both consumer and
aviation segments drove sales growth as total units were up 17%to 682,000 in
2001 from 584,000 in 2000

Net sales for the consuner segnent increased $15.0 million, or 13.1% to
$129.4 mllion for the 26-week period ended June 30, 2001, from $114.4 mllion
for the 26-week period ended June 24, 2000. The increase for the 26-week period
ended June 30, 2001 was prinmarily due to new product introductions during fisca
2001 and overall demand for our consuner products as total units increased 18%

Net sales for the aviation segnent increased $3.7 mnillion, or 6.6% to
$59.8 million for the 26-week period ended June 30, 2001, from $56.1 nmillion for
the 26-week period ended June 24, 2000. The increase for the 26-week period
ended June 30, 2001 was primarily due to stable sales of both our panel-nount
and handhel d avi ation products as total units were up 2%

Goss Profit

Goss profit increased $9.1 mllion, or 9.8% to $101.0 million for the
26-week period ended June 30, 2001, from$91.9 nillion for the 26-week period
ended June 24, 2000. This increase was prinarily attributable to revenue growh
associated wth increased unit volumes. Goss profit as a percentage of net
sal es decreased to 53.4%for the 26-week period ended June 30, 2001 conpared to
53.9% for the 26-week period ended June 24, 2000. This decrease as a percentage
of net sales was prinmarily attributed to a shift in product mx wthin the
consunmer segnment, lower margin new product Ilines replacing higher margin
exi sting product lines within the consunmer segnent, and the fact that we did not
benefit fromthe increnental sales generated fromour new high margin product
introductions that occurred late in the second quarter of fiscal 2001

G oss profit for the consumer segnent increased $4.8 million, or 8.0% to
$64.1 mllion for the 26-week period ended June 30, 2001, from $59.3 nmillion for
the 26-week period ended June 24, 2000. Goss profit as a percentage of net
sal es decreased to 49.5%for the 26-week period ended June 30, 2001 from 51.8%
for the 26-week period ended June 24, 2000 due to a shift in product mx as we
sold nore entry level eTrex(R) units and a shift to | ower margi n product lines.
Additionally, we did not fully benefit fromthe increnental sales generated from
our new higher margin product introductions that occurred late in the second
quarter of fiscal 2001
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Goss profit for the aviation segnent increased $4.3 million, or 13.1% to
$36.9 mllion for the 26-week period ended June 30, 2001, from $32.6 mllion for
the 26-week period ended June 24, 2000. Goss profit as a percentage of net
sales increased to 61.7%for the 26-week period ended June 30, 2001 from 58. 1%
for the 26-week period ended June 24, 2000. This increase as a percentage of net
sales was primarily attributed to both volume, as panel-nount aviation unit
sales increased 38% as well as product m x. W experienced a greater increase
in sales of our GNS 530 product conpared to our GNS 430 product due to its
increased capabilities and | arger display.

Selling, CGeneral and Administrative Expenses

Selling, general and administrative expenses increased $4.0 mllion, or
26.4% to $19.1 mllion (10.1%of net sales) for the 26-week period ended June
30, 2001, from$15.1 nmillion (8.8%of net sales) for the 26-week period ended
June 24, 2000. Selling, general and admnistrative expenses increased $2.8
mllion, or 25.1% in the consumer segnent and $1.2 million, or 30.1% in the
aviation segment. The increase in expense was primarily attributable to
increases in enploynment generally across the organi zation, increased advertising
costs associated with new product releases, additional costs associated with
being a public conpany, and increases in insurance premuns. Overall, selling,
general and adnministrative expenses increased at a higher rate than revenues
due to the need to gear-up for the release of new products. As a result,
expenses are incurred before we experience the benefit of incremental revenue
grow h from new products.

Research and Devel opnment Expense

Research and devel opnent expenses increased $3.4 nmillion, or 34.4% to
$13.1 mllion (6.9%of net sales) for the 26-week period ended June 30, 2001,
from$9.7 million (5.7%o0f net sales) for the 26-week period ended June 24,
2000. Research and devel opnment expenses increased $2.5 nmillion, or 41.3% in the
consuner segnent and $0.9 nmillion, or 22.8% in the aviation segnent. The
increase in expense was prinarily due to the release of 17 newrecently-
devel oped products wthin our consumer segnment and the addition of 30 new
engi neers to our engineering staff as a result of our continued enphasis on
research and devel opnent expansion and innovation.

Operating | ncome

Qperating inconme for the 26-week period ended June 30, 2001 increased to
$68.8 mllion, or 2.5%from$67.1 mllion for the 26-week period ended June 24,
2000. Operating inconme as a percentage of net sales decreased to 36.4%for the
26-week period ended June 30, 2001, from 39.4%for the 26-week period ended June
24, 2000 as a result of the factors di scussed above.

G her | nconme (Expense)

G her income (expense) principally consists of interest income, interest
expense and foreign currency exchange gains and |osses. Oher incone for the
26-week period ended June 30, 2001 armpunted to $12.1 million conpared to other
expense of $2.0 million for the 26-week period ended June 24, 2000. Interest
income for the 26-week period ended June 30, 2001 anpunted to $5.9 nillion
conpared to $2.5 nillion for the 26-week period ended June 24, 2000, the
increase being attributable to the growh of the Conpany's cash and cash
equi valents during the period on which interest inconme is earned. Interest
expense decreased to $1.2 million for the 26-week period ended June 30, 2001
from$1.5 mllion for the 26-week period ended June 24, 2000, due primarily to
the reduction of debt and a |l ower interest rate environment during fiscal 2001

We recognized a foreign currency exchange gain of $7.3 million for the
26-week period ended June 30, 2001 conpared to a loss of $3.0 nmillion for the
26-week period ended June 24, 2000. The $7.3 mllion gain was due to the
significantly increased strength of the U.S. Dollar conpared to the New Tai wan
Dol lar during the first half of fiscal 2001, when the exchange rate increased to
34.50 NTD/USD at June 30, 2001 from 33.01 NTD/USD at Decenber 30, 2000. The $3.0
mllion loss was due to the weakening of the U S. Dollar conpared to the New
Taiwan Dollar during the first half of fiscal 2000, when the exchange rate
decreased to 30.77 NTID/USD at June 24, 2000 from 31.65 NID/USD at Decenber 25,
1999.
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I ncome Tax Provision

I ncone tax expense increased by $5.2 million, to $20.6 nillion, for the
26-week period ended June 30, 2001 from $15.4 mllion for the 26-week period
ended June 24, 2000 due to our higher taxable incone. The effective tax rate was
25.4% for the 26-week period ended June 30, 2001 versus 23.6%for the 26-week
period ended June 24, 2000. The increase is attributable to the effects of a
surtax on wundistributed earnings in Taiwan that the Conpany wll pay in the
foll ow ng year, anmong other things. The tax cost of distributing earnings from
Garmn Cor por ati on, the Conpany's Taiwan subsidiary, to t he Conpany
significantly exceeds the anpunt of the surtax

Net | ncome

As a result of the above, net incone increased 21.4%for the 26-week period
ended June 30, 2001 to $60.4 mllion conpared to $49.8 nmillion for the 26-week
period ended June 24, 2000

Liquidity and Capital Resources

Net cash generated by operating activities was $48.0 nmillion for the
26-week period ended June 30, 2001 conpared to $35.3 million for the 26-week
period ended June 24, 2000. W operate with a strong custonmer driven approach
and therefore carry sufficient inventory to nmeet customer demand. Because we
desire to respond quickly to our custonmers and mnimze order fulfillnment tine,
our inventory levels are generally adequate to neet nost demand. W al so attenpt
to carry sufficient inventory levels on key conponents so that potential
supplier shortages have as mninal an inpact as possible on our ability to
deliver our finished products. W did experience a $16.5 mllion reduction in
inventory at June 30, 2001 when conpared to fiscal year-end Decenmber 30, 2000 as
we began shipnents of 17 new products. Due to the tim ng of these new product
introductions during the period, our accounts receivabl e bal ance increased $21.7
mllion to $54.4 mllion at June 30, 2001 from$32.7 nillion at Decenber 30
2000. W& do not anticipate that the timng of new product introductions wll
have a negative inpact on our financial results in the future

During the 26-week period ended June 30, 2001, our capital expenditures
totaled $8.8 mllion conpared to $13.0 mllion for the 26-week period ended June
24, 2000. The capital expenditures were incurred primarily for the continued
expansi on of our O athe, Kansas facility. Cash flow fromfinancing activities
during the quarter were $8.6 nmillion use of cash due to the reduction of debt in
Taiwan conpared to a source of cash of $8.4 mllion in the prior year. The
source of cash in the prior year was attributed to the net effect of the
i ssuance of long-term debt ($20.0 nmillion) to finance the expansion of our
O athe, Kansas facility and to pay dividends ($11.6 mllion)

We believe that our existing cash balances and cash flow from operations
will continue to be sufficient to neet our expected capital and liquidity needs
for the foreseeable future

Item3. Quantitative and Qualitative Disclosures about Market Risk
Mar ket Sensitivity

We have narket risk primarily in connection with the pricing of our
products and services and the purchase of raw materials. Product pricing and raw
material costs are both significantly influenced by sem conductor rmarket
conditions. Historically, during cyclical industry downturns, we have been able
to offset pricing declines for our products through a conbination of inproved
product m x and success in obtaining price reductions in raw material costs
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Forei gn Currency Exchange Rate Ri sk

The operation of the Conpany's subsidiaries in international narkets
results in exposure to novenents in currency exchange rates. W generally have
not been significantly affected by foreign exchange fluctuati ons because, unti
recently, the New Taiwan Dollar has proven to be relatively stable. However
within the | ast year we have experienced significant foreign currency gains due
to the strengthening of the U S. dollar. The potential of volatile foreign
exchange rate fluctuations in the future could have a significant effect on our
results of operations

The principal currencies involved are the New Taiwan Dol lar and the British
Pound Sterling. The Conpany's international subsidiaries use the |ocal currency
as the functional currency. The Conpany translates all assets and liabilities at
year-end exchange rates and i ncone and expense accounts at average rates during
the year. |In order to mnimze the effect of the currency exchange fluctuations
on our operations, we have elected to retain nost of our cash at our Taiwan
subsidiary in U S. dollars. As such, even when a significant gain or |oss occurs
as aresult of nore volatile foreign exchange rate fluctuations, the actua
impact on our operations is of a |lesser extent

Interest Rate Ri sk

As of June 30, 2001, we have interest rate risk in connection wth our
industrial revenue bonds that bear interest at a floating rate. The Conpany's
subsidiary, Garmin International, Inc. entered into an interest rate swap
agreement to nodify the characteristics of $15 mllion of its outstanding
long-term debt froma floating rate to a fixed rate basis. This agreenent
involves the receipt of floating rate amounts in exchange for fixed rate
interest payments over the life of the agreement w thout an exchange of the
underlying principal anpbunt. The gain or loss on interest rate swap agreenents
is immterial
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O her I nfornmation

Legal Proceedings

Fromtinme to time the Conpany nmay be involved in |litigation
arising in the course of its operations. As of August 13, 2001, the
Conpany was not a party to any material |egal proceedings.

Changes in Securities and Use of Proceeds

The Conpany held its Annual General Meeting of Sharehol ders on June 8,
2001. Proxies for the neeting were solicited pursuant to Regul ation
14A. There was no solicitation in opposition to the Board of
Directors' nom nees for election as directors as listed in the Proxy
Statenment and all such nom nees were el ected. Listed belowis each
matter voted on at the Conpany's Annual General Meeting. Al such
matters were approved. A total of 106, 105,063 common shares or
approxi mately 98% of the common shares outstanding on the record date,
were present in person or by proxy at the Annual General Meeting.
These shares were voted as foll ows:

1) Election of Three Directors of the Conmpany:

Nom nee For W t hhel d
Cene M Betts 106, 089, 949 15, 114
Donald H Eller 106, 091, 974 13, 089
Thomas A. McDonnel | 106, 091, 824 13, 239

The ternms of office of Directors Donald H Eller and Ruey-Jeng Kao will
continue until the Annual General Meeting of Shareholders in 2002. The
terns of office of Directors Gary L. Burrell and Mn H Kao will
continue until the Annual General Meeting of Shareholders in 2003. The
terms of office of Directors Gene M Betts and Thomas A. MDonnell wll
continue until the Annual General Meeting of Shareholders in 2004.

2) Appointnment of Ernst & Young LLP as | ndependent Auditors
for the 2001 Fiscal Year at Rermuneration to be Approved
by the Board of Directors:

For Agai nst Abst ain Br oker non-votes

106, 068, 902 28, 733 7,428 N A

O her Information

Not applicabl e

Exhi bits and Reports on Form 8-K

Not applicabl e
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Pursuant to the requirements of the Securities Exchange Act of 1934,

has duly caused this report to be signed on its behalf by the
thereunto duly authorized.

t he Conpany
under si gned,

GARM N LTD.

By /sl Kevin Rauckman
Kevi n Raucknman
Chi ef Financial Oficer
(Principal Financial Oficer and
Princi pal Accounting Oficer)

Dat ed: August 13, 2001
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