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PART |. - FI NANCI AL | NFORVATI ON
GARAN, | NCORPCRATED AND SUBSI DI ARI ES
CONSCOLI DATED STATEMENTS OF EARNI NGS

( UNAUDI TED)
THREE MONTHS ENDED
3/ 31/ 00 3/ 31/ 99
Net sal es $54, 668,000  $58, 656, 000
Cost of sales 41, 261, 000 43,727, 000
Gross margin on sal es -ié:hb}:bbb -ih:ééé:bbb
Selling and admi ni strative expenses 7,374,000 6, 808, 000
I nterest on capitalized | eases 22,000 22,000
| nt erest i ncone (719, 000) (617, 000)
Earnings before provision
for incone taxes 6, 730, 000 8, 716, 000
Provi sion for incone taxes 2,793,000 3, 530, 000
Nt earnings §3.07,000 85, 16,000
Ear ni ngs per share dat a:
Ear ni ngs per share - Basic $ 0.74 % 1.01
- Diluted $ 0.74 % 1.01
Average common shares outstanding - Basic 5,322, 000 5,141, 000
- Diluted 5,348,000 5,176, 000
Di vi dends pai d per share $ 0.25 $ 0.25



GARAN, | NCORPCORATED AND SUBSI DI ARl ES
CONSCOLI DATED STATEMENTS OF EARNI NGS

( UNAUDI TED)

3/31/00

Net sal es $ibé:bié:bbb
Cost of sales 83, 208, 000
Gross margin on sal es -éh:ébé:bbb
Selling and admi ni strative expenses 13, 970, 000
I nterest on capitalized | eases 46, 000
| nt erest i ncone (1, 383, 000)
Earnings before provision

for incone taxes 12,172, 000
Provision for incone taxes 5, 051, 000
NGt ear i nos § 7,121, 000

Ear ni ngs per share dat a:

Ear ni ngs per share - Basic $ 1. 34

- Diluted $ 1.33

Aver age common shares outstandi ng- Basic 5,322, 000

- Diluted 5,348,000

Di vi dends pai d per share $ 1. 30

SI X MONTHS ENDED

3/ 31/ 99

$97, 693, 000
72, 651, 000
25, 042, 000
12, 534, 000
46, 000

(1, 378, 000)

13, 840, 000
5, 606, 000

5, 141, 000
5,176, 000

$ 1.15



GARAN,

| NCORPORATED AND SUBSI DI ARI ES

CONSCOLI DATED BALANCE SHEETS

( UNAUDI TED)
03/ 31/ 00
ASSETS e
Current Assets:
Cash and cash equival ents $ 4,796,000
U. S. CGovernnent securities - short-term 5,970, 000
Accounts receivable, |ess estinmated
uncol | ecti bl es of $512, 000 at
3/ 31/ 00 and $512, 000 at 9/30/99 31, 251, 000
| nventories 49, 178, 000
O her current assets 7,274,000
Total current assets 98, 469, 000
U S. Governnent Securities - Long-term 38, 510, 000
Property, plant and equi pnent, |ess
accurnul at ed depreciation and anortization 16, 227, 000
O her assets 6, 371, 000
TOTAL $ 159, 577, 000
LI ABI LI TIES AND SHAREHOLDERS EQUITY
Current Liabilities:
Accounts payabl e $ 10, 207, 000
Accrued l1abilities 21, 265, 000
Federal and state incone taxes Payable 2,814,000
Current portion of capitalized | eases 20, 000
Total current liabilities 34, 306, 000
Capitalized | ease obligations, net of
current portion 2, 130, 000
Deferred i ncome taxes 2,110, 000
Shar ehol ders' Equity
Preferred stock ($1O par val ue) 500, 000
shares aut hori zed; none issued
Common stock (no par val ue) 15,000, 000
shares aut horized; issued 5,321, 838
at 3/31/00 and 5, 305, 737 at 9/ 30/ 99 2,661, 000
Addi ti onal paid-in- capltal 11, 538, 000
Unanortized val ue of restricted stock 3,499, 000)
Ret ai ned ear ni ngs 110, 331, 000
Total sharehol ders' equity 121, 031, 000
TOTAL $ 159, 577, 000

9/ 30/ 99

$ 12,952, 000

59,
37,
6,

0

381, 000
333, 000
706, 000

116, 372, 000

25,

15,
6,

435, 000

393, 000
492, 000

$

91
22,
61

959, 000
495, 000
496, 000

20, 000

1

2,
11,
3,
0,

653, 000
272,000
925, 000)
127, 000



GARAN, | NCORPORATED AND SUBSI DI ARl ES
CONSOLI DATED STATEMENTS OF CASH FLOWS
( UNAUDI TED)

SI X MONTHS ENDED

_ o 3/31/00
Cash Flows From Operating Activities: = -------------
Net ear ni ngs _ $ 7,121,000
Adjustnents to reconcile to net cash
provi ded by operating activities:

Deferred conpensation _ 426, 000

Depreciation and anortization 2,378,000

Deferred incone taxes (335, 000)

Changes in assets and liabilities:

U S. Governnent securities - Short-term 5, 916, 000)

Accounts receivabl e 8, 130, 000

| nventori es (11, 845, 000

Ot her current assets (568, 000

Accounts payabl e 248, 000

Accrued l1abilities 51,230,000

| ncone taxes payabl e 3,682, 000

O her assets 121, 000

Net Cash Provided by Operating 14, 848, 000
Activities —  eeeeeeaaa--
Cash Flows From Investing Activities:
Sale of U S Cov't securities - Long-term 0
Purchase of U S. Gov't securities -

Long-term (13,129,000g
Additirons to property, plant, and (3,212,000
Equi pnent ) b
Net Cash used for Investing Activities (16, 341, 000)

Cash Fl ows From Fi nancing Activities:
Paynment of dividends _ _ (6,917,0003
Repaynment of capitalized | ease obligations 20, 000
Proceeds from exerci sed stock options 74, 000
Net Cash used for Financing Activities (6,663, 000)

Net (decrease) increase in Cash and Cash
Equi val ent s (8, 156, 000)

Cash and Cash Equi val ents At Begi nni ng
of Period 12, 952, 000

Cash and Cash Equivalents At End of Period $ 4,796,000

Suppl enmental cash fl ow Di scl osures
Cash Paid During The Period For:

| nt er est $ 46, 000

| ncone t axes 8, 891, 000

3/ 31/ 99

$ 8,234,000

0
1, 769, 000
15, 000

9, 994, 000
10, 950, 000
(10, 212, 000
(515, 000
801, 000
(596. 000
(1, 259, 000
(313, 000

6, 958, 000

(14,572,0003
(2. 452, 000

(5,911, 000
47, 000
80, 000

3,124, 000

9, 599, 000

$ 46, 000
6, 845, 000



GARAN, | NCORPCORATED AND SUBSI DI ARI ES

NOTES TO CONSOLI DATED FI NANCI AL STATEMENTS
March 31, 2000
( UNAUDI TED)

1. In the opinion of managenent, all adjustnents necessary to a fair
statenent of the results of operations have been reflected.

2. Basic and diluted earnings per share are calculated on the basis of the
wei ght ed averaﬁe nunber of common shares outstanding during the period in
accordance with the provisions of the Statenents of Financlial Accounting

St andards No. 128 as foll ows:

2000 1999
_ | ncome  Shares Per Share | nconme Shares Per Share
Basi ¢ EPS $7, 121, 000 5, 322, 000 $1.34  $8, 234, 000 5, 141, 000 $1. 60
Ef fect of
di lutive options 26, 000 35, 000
$7,121,000 5,348,000  $1.33  $8,234,000 5,176,000  $1.59
3. Inventories consist of the foll ow ng:
03/ 31/ 00 09/ 30/ 99
Raw Materi al s $10, 005, 000 $ 6,997, 000
Wirk in Process 8, 696, 000 6, 932, 000
Fi ni shed Goods 30, 477, 000 23,404, 000
$49, 178, 000 $37, 333, 000



| TEM 2.
GARAN, | NCORPCRATED AND SUBSI DI ARl ES
MANAGEMENT' S DI SCUSSI ON AND ANALYSI S OF
FI NANCI AL CONDI TI ON AND RESULTS OF OPERATI ONS

Certain statements included in this report contain "forward-| ooking
statenent s" based upon nmanagenent's expectations and beliefs concerning
future events inpacting the registrant. Actual results of operations or
financial condition in future periods may differ because of business
conditions in the apparel industry generally, conpetition, the addition or
| oss of significant custoners or personnel, availability of raw materials,
the timng of orders placed by the registrant's custoners, and such ot her
risk factors as may be identified fromtinme to tine in the registrant's
filings with the Securities and Exchange Conm ssi on.

RESULTS OF OPERATI ONS
Three and Si x-Month Peri ods Ended March 31, 2000 and March 31, 1999.

Net sales for the three-nonth period ended March 31, 2000, were

$54, 668, 000, conpared to $58, 656,000, for the sane period | ast year. Net
sales for the first six nmonths of fiscal 2000 were $108, 013, 000, conpared
to $97,693,000 for the sanme period |last year. Net earnings for the three-
nmont h period were $3,937,000, equal to $0.74 per share, conpared to

$5, 186, 000, or $1.01 per share, last year. Net earnings for the six-nonth
period were $7, 121,000, equal to $1.34 per share conpared to $8, 234,000, or
$1. 60 per share, last year. The decrease in net sales for the quarter was
due primarily to the discontinuance of the registrant’s Wonen’s Pl us
products, which was offset in part by an increase in units shipped in the
registrant’s Childrenswear Division. The increase in net sales for the

si x-nonth period was due to an increase in units shipped in the

regi strant’ s Chil drenswear Division.

Gross margin for the three nonths ended March 31, 2000, was $13, 407, 000, or
24.5% of net sales, conpared to $14, 929,000, or 25.4% of net sales, for the
conparabl e period in fiscal 1999. Goss margin for the six nonths ended
March 31, 2000, was $24, 805, 000, or 23.0% of net sales, conpared to

$25, 042,000, or 25.6% of net sales, for the conparable period | ast year.
The decrease in gross margin in ternms of absolute dollars and as a
percentage of net sales for both periods was due principally to changes in
custoner prograns (product m x) and expenses related to the conti nuing
expansion of the registrant’s offshore operations.

Selling and admi nistrative expenses for the three nonths ended March 31,
2000, were $7,374,000, or 13.5% of net sales, as conpared to $6, 808, 000, or
11. 6% of net sales, for the conparable period | ast year. Selling and

adm ni strative expenses for the six nonths ended March 31, 2000, were

$13, 970, 000, or 12.9% of net sales, as conpared to $12, 534,000, or 12.8% of
net sales, for the conparable period | ast year. The cost of the continued
upgradi ng of the registrant’s internal operating and conmuni cation systens
and the inplenentation of a distribution facility accounted for nost of the



increase in both periods both in absolute dollars and as a percentage of
net sal es.

I nterest incone for the three nonths ended March 31, 2000, increased to
$719,000 from $617, 000 for the conparable period |ast year. |Interest

i ncome for the six nonths ended March 31, 2000, was $1, 383,000 as conpared
to $1,378,000 for the conparable period | ast year. The increase in both
periods was the result of nore favorable rates of return.

FI NANCI AL CONDI Tl ON

At March 31, 2000, working capital was $64, 163, 000, a decrease of

$13, 239, 000 fromworking capital at Septenber 30, 1999, of $77, 402, 000.
Substantially all of the decrease was the due to the registrant’s investing
a substantial portion of the accounts receivable collected during the
guarter in U S. Government Securities — long-termwhich are not included in
wor ki ng capital. Shareholders' equity at March 31, 2000, was $121, 031, 000
or $22.74 book val ue per share as conpared to $120, 127,000 or $22.64 book
val ue per share at Septenber 30, 1999.

Accounts receivabl e were $31, 251,000 at March 31, 2000, a decrease of

$28, 130, 000 over the bal ance at Septenber 30, 1999. Because the

regi strant’ s business is seasonal, the receivabl e bal ance shoul d be
conpared to the bal ance of $31,613,000 at March 31, 1999, rather than the
Sept enber 30, 1999, year-end bal ance.

| nventory increased to $49, 178,000 from $37, 333, 000 at Septenber 30, 1999,
an increase of 31.7% Because the registrant’s business is seasonal, the

i nventory should be conpared to the inventory of $42,988,000 at March 31,
1999, rather than the Septenber 30, 1999, year-end bal ance. The inventory
i ncrease from Septenber 30, 1999, to March 31, 2000, was due prinmarily to

t he seasonal nature of the registrant’s business and increases in inventory
to support the registrant’s anticipated demand in the second half of fiscal
2000. The increase from March 31, 1999, to March 31, 2000, is based on
antici pated demand in the second half of fiscal 2000 and a change in the
regi strant’s manufacturing pattern to reflect its offshore operations.

YEAR 2000

The regi strant has successfully updated its managenent information systens
and in doing so dealt with its Year 2000 conpliance issues. The registrant
had no material problens related to the m |l ennium date change on

January 1, 2000, and does not anticipate that any Y2K i ssues wi |l have any
materi al adverse effect on its operations and financial condition. At this
time, the registrant continues to believe that the nost |ikely "worst-case”
scenari o involves potential disruptions in areas in which the registrant's
operations must rely on third parties whose systens may not work properly
at all times after January 1, 2000, including failures inpacting on the
registrant’s Central American operations. However, no such failures have
occurred, and while such failures could affect inportant operations of the
registrant, either directly or indirectly, the registrant cannot at present
estimate either the likelihood or the potential cost of such failures.



EVENT SUBSEQUENT TO MARCH 31, 2000

On April 24, 2000, the Conpany repurchased 250,000 shares of its Conmon
Stock in a single block purchase froman institutional investor at the
mar ket price. The acconpanying financial statenents, the cal cul ati ons of
earni ngs per share, and all data in this Managenent’s Di scussion and

Anal ysis of Financial Condition and Results of Operations do not reflect
this transaction.

| TEM 3.  QUALI TATI VE AND QUANTI TATI VE DI SCLOSURE ABOUT MARKET RI SK

The Conpany does not believe it is exposed to market risks with respect to
any of its investnents; the Conpany does not utilize nmarket rate sensitive
instrunments for trading or other purposes. The Conpany's investnents
consist primarily of U S. Governnent securities with maturities of four
years or |ess.

10



PART |1. - OTHER | NFORVATI ON

| TEM 4. Subm ssion of Matters to a Vote of Security Hol ders.

At the 2000 Annual Meeting of the shareholders of the registrant held on
March 3, 2000, Stephen J. Donohue, Jerald Kamiel, and WlliamJ. WIlson
were reelected as directors of the registrant, and the selection of Gtrin
Cooperman & Conpany, LLP as the registrant’s independent certified public
accountants for the fiscal year ending Septenber 30, 2000, was ratified.
The tabul ation of the votes is as fol [ows:

Vot es For Votes Wthheld
St ephen J. Donohue ----h:héi:éh} -------- éé:bbé
Jeral d Kam el 4, 450, 668 29, 182
WlliamJ. WIson 4, 450, 515 29, 335

The nanmes of the registrant’s other directors who continued in office after
t he 2000 Annual Meeting are: Rodney Faver, Richard A. Lichtenstein, Seynour
Li chtenstein, Frank Martucci, Perry Millen, and Marvin S. Robi nson.

Vot es For Vot es Agai nst Abst ai n

Rati fication of Accountants 4,478, 596 774 480

| TEM 6. Exhi bits and Reports on Form 8-K
a. Exhibits
Exhi bit 27. Financial Data Schedul e
b. Reports on Form 8-K

No reports have been filed on Form 8-K during the quarter
ended March 31, 2000.

11



SI GNATURES

Pursuant to the requirenents of the Securities Exchange Act of 1934,

t he

regi strant has duly caused this report to be signed on its behalf by the

under si gned thereunto duly authori zed.

GARAN, | NCORPCRATED

BY: Seynour Lichtenstein
Seynmour Lichtenstein _
Executive O ficer

Pri nci pal

BY: WIlliamJ.
WIlliamJ.
Pri nci pal

DATE: May 12, 2000
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