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Part I — Financial Information
Item 1. Condensed Consolidated Financial Statements
Introductory Comments

The Condensed Consolidated Financial Statements of Garmin Ltd. ("Garmin" or the "Company") included herein have
been prepared by the Company, without audit, pursuant to the rules and regulations of the United States Securities and
Exchange Commission. Certain information and note disclosures normally included in financial statements prepared
in accordance with U.S. generally accepted accounting principles have been condensed or omitted pursuant to such
rules and regulations, although the Company believes that the disclosures are adequate to enable a reasonable
understanding of the information presented. These Condensed Consolidated Financial Statements should be read in
conjunction with the audited financial statements and the notes thereto for the year ended December 25,
2010. Additionally, the Condensed Consolidated Financial Statements should be read in conjunction with Item 2 of
Management's Discussion and Analysis of Financial Condition and Results of Operations, included in this Form 10-Q.

The results of operations for the 13-week and 39-week periods ended September 24, 2011 are not necessarily
indicative of the results to be expected for the full year 2011.




Assets

Current assets:

Cash and cash equivalents
Marketable securities
Accounts receivable, net
Inventories, net

Deferred income taxes
Deferred costs

Edgar Filing: GARMIN LTD - Form 10-Q

Garmin Ltd. And Subsidiaries
Condensed Consolidated Balance Sheets
(In thousands, except share information)

Prepaid expenses and other current assets

Total current assets
Property and equipment, net

Marketable securities
Restricted cash

Licensing agreements, net
Noncurrent deferred income tax
Noncurrent deferred costs
Other intangible assets, net
Total assets

Liabilities and Stockholders' Equity
Current liabilities:

Accounts payable

Salaries and benefits payable
Accrued warranty costs
Accrued sales program costs
Deferred revenue

Accrued royalty costs
Accrued advertising expense
Other accrued expenses
Deferred income taxes
Income taxes payable
Dividend payable

Total current liabilities

Deferred income taxes
Non-current income taxes
Non-current deferred revenue
Other liabilities

Stockholders' equity:

(Unaudited)

Sept 24,
2011

$1,389,406
72,784
519,226
461,304
26,297
31,780
53,117
2,553,914

423,041

983,563
1,399
7,603
73,613
36,134
255,618
$4,334,885

$182,651
46,591
43,473
44,549
139,528
77,907
24,595
97,081
4,645
20,163
232,889
914,072

12,199
165,545
173,355
1,522

December 25,

2010

$ 1,260,936

24,418
747,249
387,577
33,628
20,053
24,894
2,498,755

427,805

777,401
1,277
1,800
73,613
24,685
183,352
3,988,688

132,348
49,288
49,885
107,261
89,711
95,086
21,587
63,043
4,800
56,028
0
669,037

6,986
153,621
108,076
1,406
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Shares, CHF 10 par value, 208,077,418 shares authorized and issued; 194,171,773
shares outstanding at September 24, 2011; and 194,358,038 shares outstanding at

December 25, 2010; 1,797,435 1,797,435
Additional paid-in capital 61,309 38,268
Treasury stock (113,681 ) (106,758 )
Retained earnings 1,248,443 1,264,613
Accumulated other comprehensive income 74,686 56,004
Total stockholders' equity 3,068,192 3,049,562
Total liabilities and stockholders' equity $4,334,885 $ 3,988,688

See accompanying notes.
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Garmin Ltd. And Subsidiaries
Condensed Consolidated Statements of Income (Unaudited)
(In thousands, except per share information)

13-Weeks Ended 39-Weeks Ended
Sept 24, Sept 25, Sept 24, Sept 25,
2011 2010 2011 2010

Net sales $666,993 $692,364 $1,848,925 $1,852,196
Cost of goods sold 322,662 348,344 944,120 885,615
Gross profit 344,331 344,020 904,805 966,581
Advertising expense 35,310 41,002 89,364 100,843
Selling, general and administrative expense 88,751 66,869 247,833 208,379
Research and development expense 72,936 69,512 213,930 205,332
Total operating expense 196,997 177,383 551,127 514,554
Operating income 147,334 166,637 353,678 452,027
Other income (expense):
Interest income 8,464 5,695 23,318 18,364
Foreign currency gains (losses) 14,893 35,527 12,422 (54,614
Other 4,345 3,057 9,616 5,071
Total other income (expense) 27,702 44,279 45,356 (31,179
Income before income taxes 175,036 210,916 399,034 420,848
Income tax provision (benefit) 24,655 (68,636 ) 43,694 (30,848
Net income $150,381 $279,552 $355,340 $451,696
Net income per share:
Basic $0.77 $1.44 $1.83 $2.28
Diluted $0.77 $1.43 $1.82 $2.27
Weighted average common shares outstanding:
Basic 194,112 194,482 194,028 197,785
Diluted 194,828 195,305 194,809 198,891
Dividends declared per share $2.00 $1.50

See accompanying notes.
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Garmin Ltd. And Subsidiaries
Condensed Consolidated Statements of Cash Flows (Unaudited)
(In thousands)

Operating Activities:
Net income

Adjustments to reconcile net income to net cash provided by operating activities:

Depreciation

Amortization

Loss (gain) on sale of property and equipment
Provision for doubtful accounts

Deferred income taxes

Unrealized foreign currency losses/(gains)
Provision for obsolete and slow moving inventories
Stock compensation expense

Realized losses/(gains) on marketable securities

Changes in operating assets and liabilities, net of acquisitions:

Accounts receivable

Inventories

Other current assets

Accounts payable

Other current and non-current liabilities
Deferred revenue

Deferred cost

Income taxes payable

License fees

Net cash provided by operating activities

Investing activities:

Purchases of property and equipment

Purchase of intangible assets

Purchase of marketable securities

Redemption of marketable securities

Change in restricted cash

Acquisitions, net of cash acquired

Net cash (used in)/provided by investing activities

Financing activities:

Proceeds from issuance of common stock through stock purchase and stock option plans

Taxes paid related to net share settlement of equity awards
Stock repurchase

Dividends

Tax benefit related to stock option exercise

Net cash used in financing activities

Effect of exchange rate changes on cash and cash equivalents

39-Weeks Ended

Sept 24,
2011

$355,340

40,558
19,772
(2,407
6,227

12,429
(5,366
2,590

27,258
(5,633

256,656
(58,655
(36,713
(5,603

(72,349
115,096
(23,175
(21,987
(6,562

597,476

(26,523
(8,611
(835,965
599,740
(122
(52,688
(324,169

5,619
(375
(154,835
1,542
(148,049

3,212

~— N N

N~

Sept 25,
2010

$451,696

39,755
32,471
34
(3,104
260
38,635
14,406
29,412
1,022

351,225
(196,270
24,495
(13,051
(261,132
65,552
(10,531
24,383
(3,043
586,215

(22,983
(7,891
(413,312
534,500
1,091

91,405

6,369

(223,378
(299,103
2,377

(513,735

(19,501

N N —

N N
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Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

See accompanying notes.

128,470 144,384
1,260,936 1,091,581
$1,389,406 $1,235,965
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Garmin Ltd. and Subsidiaries
Notes to Condensed Consolidated Financial Statements (Unaudited)

September 24, 2011
(In thousands, except share and per share information)

1. Basis of Presentation

The accompanying unaudited condensed consolidated financial statements have been prepared in accordance with
generally accepted accounting principles for interim financial information and with the instructions to Form 10-Q and
Article 10 of Regulation S-X. Accordingly, they do not include all of the information and footnotes required by
generally accepted accounting principles for complete financial statements. In the opinion of management, all
adjustments (consisting of normal recurring accruals) considered necessary for a fair presentation have been
included. Operating results for the 13-week and 39-week periods ended September 24, 2011 are not necessarily
indicative of the results that may be expected for the year ending December 31, 2011.

The condensed consolidated balance sheet at December 25, 2010 has been derived from the audited financial
statements at that date but does not include all of the information and footnotes required by generally accepted
accounting principles for complete financial statements. For further information, refer to the consolidated financial
statements and footnotes thereto included in the Company’s Annual Report on Form 10-K for the year ended
December 25, 2010.

The Company’s fiscal year is based on a 52-53 week period ending on the last Saturday of the calendar
year. Therefore the financial results of certain fiscal years, and the associated 14-week quarters, will not be exactly
comparable to the prior and subsequent 52-week fiscal years and the associated quarters having only 13-weeks. The
quarters and year-to-date periods ended September 24, 2011 and September 25, 2010 both contain operating results
for 13-weeks and 39-weeks, respectively.

2. Inventories
The components of inventories consist of the following:

September 24, 201 IDecember 25, 2010

Raw Materials $ 149,134 $ 103,277
Work-in-process 55,311 43,507
Finished goods 283,344 278,513
Inventory Reserves (26,485 ) (37,720 )
Inventory, net of reserves $ 461,304 $ 387,577

3. Share Repurchase Plan

The Board of Directors approved a share repurchase program on February 12, 2010, authorizing the Company to
purchase up to $300,000 of its common shares as market and business conditions warrant on the open market or in
negotiated transactions in compliance with the SEC’s Rule 10b-18. The share repurchase authorization expires on
December 31, 2011. As of September 24, 2011, the Company had repurchased 7,366,646 shares using cash of
$223,149 with all purchases made prior to fiscal 2011. There remains approximately $76,851 available for repurchase
under this authorization.

11
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In addition, 522,856 shares repurchased for $16,723 prior to the Company’s redomestication to Switzerland on June
27, 2010, but for which transactions settled after that date, were treated as retired when such shares were still in
treasury. These shares were reflected as additional treasury shares during the 13-weeks ended March 26, 2011 with a
corresponding increase to retained earnings.

4. Earnings Per Share

The following table sets forth the computation of basic and diluted net income per share:

13-Weeks Ended

Sept 24, Sept 25,

2011 2010
Numerator:
Numerator for basic and diluted net income per share - net income $ 150,381 $ 279,552
Denominator:
Denominator for basic net income per share — weighted-average
common shares 194,112 194,482
Effect of dilutive securities — employee stock options and stock
appreciation rights 716 823
Denominator for diluted net income per share — adjusted
weighted-average common shares 194,828 195,305
Basic net income per share $ 077 $ 144
Diluted net income per share $ 077 $ 143

39-Weeks Ended
Sept 24, Sept 25,
2011 2010

Numerator:
Numerator for basic and diluted net income per share - netincome $ 355,340 $ 451,696
Denominator:
Denominator for basic net income per share — weighted-average
common shares 194,028 197,785
Effect of dilutive securities — employee stock options and stock
appreciation rights 781 1,106
Denominator for diluted net income per share — adjusted
weighted-average common shares 194,809 198,891
Basic net income per share $ 1.83 $ 228
Diluted net income per share $ 1.82 $ 227

13
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There were 5,880,506 anti-dilutive options for the 13-week period ended on September 24, 2011. There were
6,851,107 anti-dilutive options for the 13-week period ended September 25, 2010.

There were 5,966,364 anti-dilutive options for the 39-week period ended on September 24, 2011. There were
6,225,969 anti-dilutive options for the 39-week period ended September 25, 2010.

There were 84,328 shares issued as a result of exercises of stock appreciation rights and stock options for the 13-week
period ended September 24, 2011. There were 97,369 shares issued as a result of exercises of stock appreciation
rights and stock options for the 13-week period ended September 25, 2010.

There were 366,244 shares issued as a result of exercises of stock appreciation rights and stock options for the
39-week period ended September 24, 2011. There were 462,657 shares issued as a result of exercises of stock
appreciation rights and stock options for the 39-week period ended September 25, 2010.

5. Comprehensive Income

Comprehensive income is comprised of the following:

13-Weeks Ended

Sept 24, Sept 25,
2011 2010
Net income $ 150,381 $ 279,552
Translation adjustment (53,367 ) 26,020
Change in fair value of available-for-sale marketable securities,
net of deferred taxes (1,628 ) 4,938
Comprehensive income $ 95,386 $ 310,510
39-Weeks Ended
Sept 24, Sept 25,
2011 2010
Net income $ 355,340 $ 451,696
Translation adjustment 785 26,213
Change in fair value of available-for-sale marketable securities,
net of deferred taxes 17,897 20,140
Comprehensive income $ 374,022 $ 498,049
6. Segment Information

Beginning in 2011, for external reporting purposes, the Company has identified five operating segments —
Auto/Mobile, Aviation, Marine, Outdoor and Fitness. Each operating segment is individually reviewed and evaluated
by our Chief Operating Decision Maker, who allocates resources and assesses performance of each segment
individually. Prior to 2011, the Outdoor and Fitness operating segments were combined into a single reportable
segment due to the similar nature of those products, their production processes, the types of customers served, their
distribution processes, and similar economic conditions. Management re-evaluated the combination of these operating
segments and determined that based on the growth of these segments they should now be reported as two distinct
reportable segments.

15



Edgar Filing: GARMIN LTD - Form 10-Q

16



Edgar Filing: GARMIN LTD - Form 10-Q

Net sales, operating income, and income before taxes for each of the Company’s reportable segments are presented
below:

Garmin Ltd. And Subsidiaries
Revenue, Gross Profit, and Operating Income by Segment

Reportable Segments

Auto/
Outdoor Fitness Marine Mobile Aviation Total

13-Weeks Ended

September 24, 2011

Net sales $ 94,720 $ 69,030 $ 48,055 $ 384,150 $ 71,038 $ 666,993
Operating income $ 41,331 $ 20,452 $ 9,870 $ 56,215 $ 19,466 $ 147,334
Income before taxes  $ 44,149 $ 22,619 $ 11,373 $ 77,566 $ 19,329 $ 175,036
13-Weeks Ended

September 25, 2010

Net sales $ 90,329 $ 53,656 $ 46,086 $ 441,891 $ 60,402 $ 692,364
Operating income $ 48,230 $ 19,928 $ 15,618 $ 66,588 $ 16,273 $ 166,637
Income before taxes  $ 53,319 $ 23,076 $ 17,991 $ 97,770 $ 18,760 $ 210,916
39-Weeks Ended

September 24, 2011

Net sales $ 242,178 $ 203411 $ 178,479 $ 1,011,405 $ 213,452 $ 1,848,925
Operating income $ 101,805 $ 61,293 $ 48,360 $ 83,087 $ 59,133 $ 353,678
Income before taxes $ 107,258 $ 65,686 $ 51,896 $ 112,449 $ 61,745 $ 399,034
39-Weeks Ended

September 25, 2010

Net sales $ 229,562 $ 159,475 $ 161,710 $ 1,110,040 $ 191,409 $ 1,852,196
Operating income $ 110,634 $ 58,851 $ 56,694 $ 172,117 $ 53,731 $ 452,027
Income before taxes $ 107,563 $ 55,648 $ 53,235 $ 149,932 $ 54,470 $ 420,848

Allocation of certain research and development expenses, and selling, general, and administrative expenses are made
to each segment on a percent of revenue basis.

Net sales and property and equipment, net by geographic area are shown below as of and for the 39-week periods
ended September 24, 2011 and September 25, 2010. Note that APAC includes Asia Pacific and EMEA includes
Europe, the Middle East and Africa:

Americas APAC EMEA Total
September 24, 2011
Net sales to external customers $ 990,155 $ 176,379 $ 682,391 $ 1,848,925
Long lived assets $ 227,804 $ 145741 $ 49,406 $ 423,041

17
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September 25, 2010

Net sales to external customers $ 1,109,376 $ 154,594 $ 588226 $ 1,852,196
Long lived assets $ 232546 $ 145,129 $ 50,181 $ 427,856
7. Warranty Reserves

The Company’s products sold are generally covered by a warranty for periods ranging from one to three years. The
Company’s estimate of costs to service its warranty obligations are based on historical experience and expectation of
future conditions and are recorded as a liability on the balance sheet. The following reconciliation provides an
illustration of changes in the aggregate warranty reserve.

10
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13-Weeks Ended

Sept 24, Sept 25,
2011 2010
Balance - beginning of the period $ 41,691 $ 41,445
Accrual for products sold during the
period 12,737 23,183
Expenditures (10,955 ) (20,605 )
Balance - end of the period $ 43,473 $ 44,023
39-Weeks Ended
Sept 24, Sept 25,
2011 2010
Balance - beginning of the period $ 49,885 $ 87424
Accrual for products sold during the
period 37,070 53,801
Expenditures (43,482 ) (54,426 )
Change in accrual for products sold in
prior periods - 42,776 )
Balance - end of the period $ 43,473 $ 44,023

The 39-weeks ended September 25, 2010 include the effect of a refinement in the estimated warranty reserve which
decreased the accrual for the period by $42,776.

8. Commitments

We are a party to certain commitments, which includes raw materials, advertising and other indirect purchases in
connection with conducting our business. Pursuant to these agreements, the Company is contractually committed to
make purchases of approximately $100,458 over the next 5 years.

9. Income Taxes

Our earnings before taxes decreased from $210,916 in the third quarter of 2010 to $175,036 in the third quarter of
2011, while our income tax expense increased by $$93,291, to $24,655 for the 13-week period ended September 24,
2011, from ($68,636) for the 13-week period ended September 25, 2010. For the 39-week period ended September
24,2011, our earnings before taxes decreased 5% when compared to the same period in 2010, while our income tax
expense increased by $74,542, to $43,694, for the 39-week period ended September 24, 2011, from ($30,848) for the
39-week period ended September 25, 2010. The significant increase was due to the impact of one-time items booked
in the third quarter of 2010. The one-time adjustment of ($114,605) includes the release of uncertain tax position
reserves from 2006 to 2008 related to our settlement with the IRS in the US, partially offset by a settlement for the
2007 tax year in the US, and Taiwan surtax expense due to the release of reserves. Without one-time items, we would
have reported an effective tax rate of 22% and 20% for the 13-weeks and the 39-weeks ended September 25, 2010,
respectively, compared to 14% and 11% for the 13-weeks and 39-weeks ended September 24, 2011, respectively. The
change in the effective tax rate was primarily due to the first quarter of 2011 release of reserves related to the
expiration of certain statutes for the Company’s United Kingdom subsidiary, Garmin (Europe) Ltd. (“Garmin Europe”),
and lower reserves provided in 2011 following favorable audits in both 2010 and 2011.

10. Fair Value Measurements
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The Accounting Standards Codification (ASC) defines fair value as the price that would be received to sell an asset or
paid to transfer a liability in an orderly transaction between market participants at the measurement date (exit
price). The ASC classifies the inputs used to measure fair value into the following hierarchy:

11
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Level 1 Unadjusted quoted prices in active markets for identical assets or liability
Level 2 Unadjusted quoted prices in active markets for similar assets or liabilities
Level 3 Unobservable inputs for the asset or liability

The Company endeavors to utilize the best available information in measuring fair value. Financial assets and
liabilities are classified in their entirety based on the lowest level of input that is significant to the fair value
measurement.

For fair value measurements using significant unobservable inputs, an independent third party provided the
valuation. The collateral composition was used to estimate weighted average life based on historical and projected
payment information. Cash flows were projected for the issuing trusts, taking into account underlying loan principal,
bonds outstanding, and payout formulas. Taking this information into account, assumptions were made as to the
yields likely to be required, based upon then current market conditions for comparable or similar term asset based
securities as well as other fixed income securities.

Assets and liabilities measured at estimated fair value on a recurring basis are summarized below:

Fair Value Measurements as of September 24, 2011

Description Total Level 1 Level 2 Level 3
Available for-sale securities $ 1,049,107 $ 1,049,107 $ - $ -
Failed Auction rate securities 7,240 - - 7,240
Total $ 1,056,347 $ 1,049,107 $ - $ 7,240
Fair Value Measurements as of December 25, 2010
Description Total Level 1 Level 2 Level 3
Available for-sale securities $ 781,257 $ 781,257 $ - $ -
Failed Auction rate securities 20,562 - - 20,562
Total $ 801,819 $ 781,257 $ - $ 20,562

All Level 3 investments have been in a continuous unrealized loss position for 12 months or longer. However, it is the
Company’s intent to hold these securities until they recover their value. For assets and liabilities measured at fair value
on a recurring basis using significant unobservable inputs (Level 3) during the period, the ASC requires a
reconciliation of the beginning and ending balances, separately for each major category of assets. The reconciliation

is as follows:

Fair Value Measurements Using
Significant Unobservable Inputs (Level 3)
13-Weeks Ended 39-Weeks Ended

Sept 24, 2011 Sept 24, 2011
Beginning balance of auction rate securities $ 7,156 $ 20,562
Total unrealized appreciation included in other comprehensive
income 734 3,228
Sales out of Level 3 (650 ) (16,550 )
Ending balance of auction rate securities $ 7,240 $ 7,240
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The following is a summary of the company’s marketable securities classified as available-for-sale securities at
September 24, 2011:

12
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Mortgage-backed securities
Auction Rate Securities

Obligations of states and political

subdivisions

U.S. corporate bonds
Other

Total
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Gross Other Than Estimated Fair

Gross Unrealized Unrealized Temporary Value (Net
Amortized Cost Gains Losses  Impairment Carrying Amount)
$ 567,083 $ 17,362 $- $- $ 584,445
9,227 - (1,987 ) - 7,240
303,735 2,353 (456 ) - 305,632
113,174 898 (881 ) (1,274 ) 111,917
50,944 908 4,739 ) - 47,113
$ 1,044,163 $§ 21,521 $@8,063 ) $(1,274 ) $ 1,056,347

The following is a summary of the company’s marketable securities classified as available-for-sale securities at

December 25, 2010:

Mortgage-backed securities
Auction Rate Securities

Obligations of states and political

subdivisions

U.S. corporate bonds
Other

Total

Estimated Fair

Gross Other Than  Value (Net
Gross Unrealized Unrealized Temporary Carrying
Amortized Cost Gains Losses  Impairment  Amount)
$ 527,249 $ 1913 $(1,520 ) $- $ 527,642
25,599 - (5,037 ) - 20,562
160,618 347 (3,340 ) - 157,625
54,348 637 (185 ) (1,274 ) 53,526
39,838 2,626 - - 42,464
$ 807,652 $ 5,523 $(10,082 ) $(1,274 ) $ 801,819

The cost of securities sold is based on the specific identification method.

The amortized cost and estimated fair value of marketable securities at September 24, 2011, by contractual maturity,
are shown below. Expected maturities will differ from contractual maturities because the issuers of the securities may
have the right to prepay obligations without prepayment penalties.

Estimated
Cost Fair Value
Due in one year or less $ 72,369 $ 72,784
Due after one year through five years 295,972 297,430
Due after five years through ten years 252,456 254,868
Due after ten years 386,778 394,215
Other (No contractual maturity dates) 36,588 37,050

13

$ 1,044,163 $ 1,056,347
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11. Change in Accounting Estimate

Sales from products bundled with lifetime map updates and premium traffic services have increased significantly as a
percentage of total product sales in 2011, including the impact of new product introductions. Concurrently, market
conditions have caused decreases in the ASP and margins of comparable models year over year. In addition, the
difference in pricing of such bundled units and comparable unbundled models has considerably decreased. Due to the
impact of these and other factors, the Company changed its estimate of the per unit revenue and cost deferrals during
the third quarter of 2011. The impact of the change in estimate in the third quarter and year to date period was an
increase in gross profit, net income and net income per share (basic and diluted) of $17.8 million, $15.3 million and
$0.07, respectively.

12. Acquisitions
In the third quarter of 2011, subsidiaries of Garmin Ltd. completed the following acquisitions:

. Navigon AG (“Navigon”), a privately-held navigation provider based in Hamburg, Germany
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o Tri-Tronics Inc., the leading designer and manufacturer of electronic dog training equipment
e  Garmin Distribution Africa (Pty) Ltd., the distributor of Garmin’s consumer products in Southern Africa
o Garmap (Pty) Ltd., a South African mapping and mobile applications provider

These companies were acquired for an aggregate amount of $68,029 in cash less $15,341 cash acquired. The
preliminary purchase price allocation for these acquisitions included goodwill and intangible assets of $74,034.
Garmin also recognized $3,923 of restructuring costs in the current quarter related specifically to the Navigon
acquisition. Individually and in the aggregate, these acquisitions are not considered material; therefore supplemental
pro forma information is not presented. The allocation of purchase price to assets acquired and liabilities assumed in
these acquisitions is based upon certain valuations and other analyses, including a review of acquired income tax loss
carry forwards that have not been finalized as of the date of this filing. Accordingly, the purchase price allocations are
considered preliminary and are subject to future adjustments during the allocation period.

13. Recently Issued Accounting Pronouncements

In June 2011, the FASB issued guidance on the presentation of comprehensive income. This guidance eliminates the
current option to report other comprehensive income and its components in the statement of changes in equity. The
guidance allows two presentation alternatives; present items in net income and other comprehensive income in one
continuous statement, referred to as the statement of comprehensive income, or in two separate, but consecutive,
statements of net income and other comprehensive income. This guidance is effective as of the beginning of a fiscal
year that begins after December 15, 2011. Early adoption is permitted, but full retrospective application is required
under both sets of accounting standards. The Company is currently evaluating which presentation alternative it will
utilize.

In September 2011, the FASB issued an amendment to ASC 350, Intangibles—Goodwill and Other, which simplifies
how entities test goodwill for impairment. Previous guidance under ASC 350 required an entity to test goodwill for
impairment using a two-step process on at least an annual basis. First, the fair value of a reporting unit was calculated
and compared to its carrying amount, including goodwill. Second, if the fair value of a reporting unit was less than its
carrying amount, the amount of impairment loss, if any, was required to be measured. Under the amendments in this
update, an entity has the option to first assess qualitative factors to determine whether the existence of events or
circumstances leads the entity to determine that it is more likely than not that its fair value is less than its carrying
amount. If after assessing the totality of events or circumstances, an entity determines that it is not more likely than
not that the fair value of the reporting unit is less than its carrying amount, then the two-step impairment test is
unnecessary. If the entity concludes otherwise, then it is required to test goodwill for impairment under the two-step
process as described under paragraphs 350-20-35-4. If the carrying amount of a reporting unit exceeds its fair value,
then the entity is required to perform the second step of the goodwill impairment test to measure the amount of the
impairment loss, if any, as described in paragraph 350-20-35-9. The amendments are effective for annual and interim
goodwill impairment tests performed for fiscal years beginning after December 15, 2011 and early adoption is
permitted. The Company is currently evaluating whether early adoption will be elected.

Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The discussion set forth below, as well as other portions of this Quarterly Report, contains statements concerning
potential future events. Such forward-looking statements are based upon assumptions by our management, as of the
date of this Quarterly Report, including assumptions about risks and uncertainties faced by the Company. Readers can
identify these forward-looking statements by their use of such verbs as expects, anticipates, believes or similar verbs
or conjugations of such verbs. If any of our assumptions prove incorrect or should unanticipated circumstances arise,
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our actual results could materially differ from those anticipated by such forward-looking statements. The differences

could be caused by a number of factors or combination of factors including, but not limited to, those factors identified

in the Company’s Annual Report on Form 10-K for the year ended December 25, 2010. This report has been filed with
the Securities and Exchange Commission (the "SEC" or the "Commission") in Washington, D.C. and can be obtained

by contacting the SEC's public reference operations or obtaining it through the SEC's web site on the World Wide

Web at http://www.sec.gov. Readers are strongly encouraged to consider those factors when evaluating any

forward-looking statement concerning the Company. The Company will not update any forward-looking statements

in this Quarterly Report to reflect future events or developments.

The information contained in this Management’s Discussion and Analysis of Financial 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 statements and notes thereto in the Company’s Annual Report on
Form 10-K for the year ended December 25, 2010.

The Company is a leading worldwide provider of navigation, communications and information devices, most of which
are enabled by Global Positioning System, or GPS, technology. We operate in five business segments, the outdoor,
fitness, marine, automotive/mobile and aviation markets. Our segments offer products through our network of
independent dealers and distributors. However, the nature of products and types of customers for the five segments
may vary significantly. As such, the segments are managed separately.
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Results of Operations
The following table sets forth our results of operations as a percentage of net sales during the periods shown:

13-Weeks Ended
September 24, 201 Beptember 25, 2010

Net sales 100 % 100 %
Cost of goods sold 48 % 50 %
Gross profit 52 % 50 %
Advertising 5 % 6 %
Selling, general and administrative 14 % 10 %
Research and development 11 % 10 %
Total operating expenses 30 % 26 %
Operating income 22 % 24 %
Other income (expense), net 4 % 6 %
Income before income taxes 26 % 30 %
Provision for/(Benefit from) income taxes 3 % -10 %
Net income 23 % 40 %

39-Weeks Ended
September 25,
September 24, 2011 2010

Net sales 100 % 100 %
Cost of goods sold 51 % 48 %
Gross profit 49 % 52 %
Advertising 5 % 6 %
Selling, general and administrative 13 % 11 %
Research and development 12 % 11 %
Total operating expenses 30 % 28 %
Operating income 19 % 24 %
Other income (expense), net 3 % -2 %
Income before income taxes 22 % 22 %
Provision for/(Benefit from) income taxes 3 % -2 %
Net income 19 % 24 %

The Company manages its operations in five segments: outdoor, fitness, marine, automotive/mobile, and aviation, and
each of its segments employs the same accounting policies. Allocation of certain research and development expenses,
and selling, general, and administrative expenses are made to each segment on a percent of revenue basis. The
following table sets forth our results of operations (in thousands) including revenue (net sales), operating income, and
income before taxes for each of our five segments during the periods shown. For each line item in the table, the total
of the outdoor, fitness, marine, automotive/mobile, and aviation segments' amounts equals the amount in the
condensed consolidated statements of income included in Item 1.
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Comparison of 13-Weeks Ended September 24, 2011 and September 25, 2010
(Amounts included in the following discussion are stated in thousands unless otherwise indicated)

Net Sales
13-weeks ended Sept 24, 2011 13-weeks ended Sept 25, 2010  Quarter over Quarter
Net Sales % of Revenues  Net Sales % of Revenues $ Change % Change

Outdoor $ 94,720 14 % $ 90,329 13 % $4,391 5 %
Fitness 69,030 10 % 53,656 8 % 15,374 29 %
Marine 48,055 7 % 46,086 6 % 1,969 4 %
Automotive/Mobile 384,150 58 % 441,891 64 % (57,741 ) -13 %
Aviation 71,038 11 % 60,402 9 % 10,636 18 %
Total $ 666,993 100 % $ 692,364 100 % $(25,371 ) -4 %

Net sales decreased 4% for the 13-week period ended September 24, 2011 when compared to the year-ago
quarter. The decrease was driven by declines in the automotive/mobile segment with partially offsetting growth in all
other segments. Automotive/mobile revenue remains the largest portion of our revenue mix at 58% in the third
quarter of 2011 compared to 64% in the third quarter of 2010.

Total unit sales decreased 9% to 3,457 in the third quarter of 2011 from 3,811 in the same period of 2010. The
decrease in unit sales volume in the third quarter of fiscal 2011 was attributable to declining volumes in the
automotive/mobile and marine segments with partially offsetting growth in fitness, aviation and outdoor.

Automotive/mobile segment revenue decreased 13% from the year-ago quarter, as volumes decreased 13% and the
average selling price (ASP) was stable due to an increase in the popularity of our bundled product offerings, offset by
a decrease in the ASP of comparable models from the previous year. Volume declines were driven by the North
American market as competitive technologies reduced the portable navigation device (PND) market. Revenues in our
fitness segment increased 29% from the year-ago quarter on the strength of recent product introductions that expand
the addressable market and ongoing global penetration in the segment. Aviation revenues increased 18% from the
year-ago quarter as sales of updated panel mount avionics products continued to increase.

Cost of Goods Sold
13-weeks ended Sept 24, 2011 13-weeks ended Sept 25, 2010  Quarter over Quarter
COGS % of Revenues COGS % of Revenues $ Change % Change

Outdoor $ 32,333 34 % $ 27,982 31 % $4,351 16 %
Fitness 27,554 40 % 21,484 40 % 6,070 28 %
Marine 21,677 45 % 18,321 40 % 3,356 18 %
Automotive/Mobile 217,209 57 % 262,621 59 % (45412 ) -17 %
Aviation 23,889 34 % 17,936 30 % 5,953 33 %
Total $ 322,662 48 % $ 348,344 50 % $(25,682 ) -7 %

Cost of goods sold decreased 7% for the 13-week period ended September 24, 2011 when compared to the year ago
quarter. Cost per unit increased by 2% year-over-year due to product mix shifting toward bundled PNDs, as well as
aviation and fitness products which had a higher cost per unit. This was offset by the 9% decline in unit volumes
mentioned above.

Gross Profit
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13-weeks ended Sept 24, 2011 13-weeks ended Sept 25, 2010  Quarter over Quarter
Gross Profit % of Revenues

$ 62,387
41,476
26,378
166,941
47,149

$ 344,331

66
60
55
43
66
52

% $ 62,347
% 32,172
% 27,765
% 179,270
% 42,466
% $ 344,020

69
60
60
41
70
50

Gross Profit % of Revenues

%
%
%
%
%
%

$ Change
$40

9,304
1,387 )
(12,329 )
4,683
$311

% Change
0 %
29 %
-5 %
-7 %
11 %
0 %
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Gross profit dollars in the third quarter of 2011 were flat while gross profit margin increased 190 basis points
compared to the third quarter of 2010 driven by the automotive/mobile segment. Gross profit dollars in all segments
excluding automotive/mobile represented 52% of gross profit in third quarter 2011 compared to 48% of gross profit in
third quarter 2010, reflecting the continuing growth of these segments.

The automotive/mobile segment gross profit margin percentage increased 290 basis points driven by lower cost per
unit due to improved sourcing arrangements and reduced deferral of gross profit due to a change in accounting
estimate. Sales from products bundled with lifetime map updates and premium traffic services have increased
significantly as a percentage of total product sales in 2011, including the impact of new product introductions.
Concurrently, market conditions have caused decreases in the ASP and margins of comparable models year over year.
In addition, the difference in pricing of such bundled units and comparable unbundled models has considerably
decreased. Due to the impact of these and other factors, the Company changed its estimate of the per unit revenue and
cost deferrals during the third quarter of 2011. The impact of the change in estimate was an increase in gross profit of
$17.8 million.

Outdoor, marine and aviation gross profit margin percentage decreased 320 basis points, 540 basis points and 390
basis points, respectively, from the year-ago quarter. In both outdoor and marine, the decline is primarily related to
product mix shifting toward lower margin products, specifically golf and dog-related products in outdoor and
fishfinders in marine. In aviation, our retrofit panel mount products have a slightly lower margin profile than the
OEM and portable products.

Advertising Expense
13-weeks ended Sept 24, 2011 13-weeks ended Sept 25, 2010  Quarter over Quarter
Advertising % of Revenues Advertising % of Revenues $ Change % Change

Outdoor $ 4,395 5 % $ 3,754 4 % $641 17 %
Fitness 5,063 7 % 3,119 6 % 1,944 62 %
Marine 2,451 5 % 2,139 5 % 312 15 %
Automotive/Mobile 22,414 6 % 31,078 7 % (8,664 ) -28 %
Aviation 987 1 % 912 2 % 75 8 %
Total $ 35,310 5 % $ 41,002 6 % $(5,692 ) -14 %

Advertising expense decreased 14% in absolute dollars and decreased as a percentage of revenues when compared
with the year-ago period. The decrease in absolute dollars was driven by cooperative advertising, which decreased
with volume declines, and reduced media advertising in automotive/mobile. As a percentage of revenues, advertising
expenses declined 60 basis points in the third quarter of 2011 compared to 2010.

Selling, General and Administrative Expense

13-weeks ended Sept 24, 2011 13-weeks ended Sept 25, 2010

Selling, General & Selling, General & Quarter over Quarter

Admin. Expense§o of RevenuesAdmin. Expense$o of Revenues $ Change % Change
Outdoor $ 12,331 13 % $ 7,379 8 % $4,952 67 %
Fitness 10,442 15 % 5,536 10 % 4,906 89 %
Marine 7,209 15 % 4,615 10 % 2,594 56 %
Automotive/Mobile 56,030 15 % 46,301 10 % 9,729 21 %
Aviation 2,739 4 % 3,038 5 % (299 ) -10 %
Total $ 88,751 14 % $ 66,869 10 % $21,882 33 %
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Selling, general and administrative expense increased 33% in absolute dollars while increasing 360 basis points as a
percentage of revenues compared to the year-ago quarter. Selling, general and administrative expenses increased from
10% of revenues in the third quarter of 2010 to 14% of revenues in the third quarter of 2011. The absolute dollar
increase is primarily related to acquisitions and related restructuring costs of $3.9 million for Navigon, and product
support costs and commissions associated with a new web-based sales program. Percentage change for the outdoor,
fitness and marine segments is driven largely by the allocation of costs based on revenues.
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Research and Development Expense

13-weeks ended Sept 24, 2011 13-weeks ended Sept 25, 2010

Research & Research & Quarter over Quarter

Development % of Revenues Development % of Revenues $ Change % Change
Outdoor $ 4,330 5 % $ 2,984 3 % $1,346 45 %
Fitness 5,519 8 % 3,589 7 % 1,930 54 %
Marine 6,848 14 % 5,393 12 % 1,455 27 %
Automotive/Mobile 32,282 8 % 35,303 8 % (3,021 ) -9 %
Aviation 23,957 34 % 22,243 37 % 1,714 8 %
Total $ 72,936 11 % $ 69,512 10 % $3,424 5 %

Research and development expense increased 5% due to the additional headcount associated with our recent
acquisitions. Research and development costs increased $3.4 million when compared with the year-ago quarter
representing a 90 basis point increase as a percent of revenue.

Operating Income

13-weeks ended Sept 24, 13-weeks ended Sept 25,
2011 2010 Quarter over Quarter
% of % of %

Operating Income Revenues Operating Income Revenues $ Change  Change
Outdoor $ 41,331 44 % $ 48,230 53 % $(6,899 ) -14 %
Fitness 20,452 30 % 19,928 37 % 524 3 %
Marine 9,870 21 % 15,618 34 % (5,748 ) -37 %
Automotive/Mobile 56,215 15 % 66,588 15 % (10,373 ) -16 %
Aviation 19,466 27 % 16,273 27 % 3,193 20 %
Total $ 147,334 22 % $ 166,637 24 % $(19,303 ) -12 %

Operating income decreased 12% in absolute dollars and declined 200 basis points as a percent of revenue when
compared to the third quarter of 2010. Improved gross margin percentage, as discussed above, was offset by
increased selling, general and administrative expense as a percent of revenues.

Other Income (Expense)

13-weeks 13-weeks
ended ended
Sept 24,2011  Sept 25, 2010
Interest Income $ 8,464 $ 5,695
Foreign Currency Exchange 14,893 35,527
Other 4,345 3,057
Total $ 27,702 $ 44,279

The average interest rate return on cash and investments during the third quarter of 2011 was 1.4% compared to 1.2%
during the same quarter of 2010. The increase in interest income is attributable to increasing cash balances and
increasing interest rates.

Foreign currency gains and losses for the Company are primarily tied to movements by the Taiwan Dollar, the Euro,
and the British Pound Sterling. The Taiwan Dollar is the functional currency of Garmin Corporation. The U.S.
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Dollar remains the functional currency of Garmin Europe. The Euro is the functional currency of most European

subsidiaries. As these entities have grown, currency moves can generate material gains and losses. Additionally,

Euro-based inter-company transactions in Garmin Ltd. can also generate currency gains and losses. Due to the

relative size of entities using a functional currency other than the Taiwan Dollar, the Euro and the British Pound

Sterling, currency fluctuations within these entities are not expected to have a material impact on the Company’s
financial statements.

The majority of the $14.9 million currency gain in the third quarter of 2011 was due to the strengthening of the U.S.
Dollar compared to the Taiwan Dollar offset by losses associated with the U.S. Dollar strengthening against the Euro
and the British Pound Sterling. The currency movement of the Euro and Taiwan Dollar generate gains and losses due
to the revaluation of Euro denominated assets (cash and receivables) in Garmin Ltd. and Garmin Europe, and also the
revaluation of the U.S. Dollar denominated assets/liabilities (cash, receivables and payables) in Garmin Corp.
(Taiwan). During the third quarter of 2011, the U.S. Dollar strengthened 4.8% compared to the Taiwan Dollar
resulting in a gain of $43.2 million. Offsetting this gain in the third quarter of 2011, the U.S. Dollar strengthened
5.1% and 3.6%, respectively, compared to the Euro and the British Pound Sterling, resulting in a loss of $27.4
million. The remaining net currency loss of $0.9 million related to other currencies and timing of transactions.
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The majority of the $35.5 million currency gain in the third quarter of 2010 was due to the weakening of the U.S.
Dollar compared to the Euro and other global currencies. The weakening of the U.S. Dollar compared to the Taiwan
Dollar contributed a partially offsetting loss. During the third quarter of 2010, the U.S. Dollar weakened 8.9% and
5.3% compared to the Euro and the British Pound Sterling, respectively, resulting in a gain of $48.6 million. In
addition, the U.S. Dollar weakened 2.1% against the Taiwan Dollar, resulting in a $14.0 million loss. The remaining
net currency gain 