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leveraging our brand, leveraging our infrastructure, 

leveraging our… 
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corporate profile
Gildan Activewear Inc. is a rapidly growing manufacturer and marketer 
of high quality activewear for sale in the wholesale distribution channel of the Canadian,
United States and European imprinted sportswear markets. 

The Company’s product lines, which bear the distinctive Gildan Activewear brand, 
include T-shirts, placket collar sport shirts and fleece in both 100% cotton and
50% cotton/50% polyester blends and in a variety of weights, sizes, colours and 
styles. The Company sells its product as blanks, which are ultimately decorated 
with designs and logos for sale to consumers.

Vertically-integrated with its yarn-spinning, knitting, dyeing, finishing, cutting 
and sewing operations strategically located in cost-efficient environments, Gildan
Activewear is focused on constantly reinforcing its positioning as the low-cost 
producer of premium quality activewear in the industry.

Our Mission

Gildan Activewear is dedicated to being the lowest-cost manufacturer and leading 
marketer of quality branded basic activewear on a global basis.

To attain this goal, we will deliver the best in quality, service and price to our 
customers and, ultimately, to the end-users of our activewear products.

Our Values

• Nurture and strengthen the Gildan 
Activewear brand, and use it to expand 
our business.

• Remain price competitive by constantly 
reinvesting in state-of-the-art equipment.

• Maintain strong partnerships with our 
network of official Gildan distributors.

• Embrace the cutting-edge of technology 
throughout our manufacturing, marketing,
distribution, and administration activities.

• Expand by simplifying our manufacturing 
and management processes, decentra-
lizing management and consolidating 
our operations around geographic hubs.

• Continue to grow and develop our 
business by capitalizing upon our core 
competency as a global low-cost 
manufacturer of circular knit apparel.

• Provide our shareholders and employees 
with superior financial rewards.

• Adhere to first-class standards of corpo-
rate governance as a public company.

• Be a proactive corporate citizen in 
instituting sound employment and 
environmental practices.

• Maintain a work environment that is 
challenging, exciting and fun!

To guide us in attaining our goals and to provide a clear sense of direction for our 
management, employees, customers and shareholders, Gildan has adopted the 
following objectives and principles:



financialhighlights

In thousands of Canadian dollars, except per-share data and ratios 

SEPT. 29 SEPT. 30 OCT. 1 OCT. 3
2002 2001 2000 1999

Income Statement

Sales $ 600,660 $ 504,867 $ 459,208 $ 334,150

EBITDA (a) $ 104,737 $ 30,226 $ 82,708 $ 48,806

Net earnings $ 66,492 $ 816 $ 54,605 $ 24,198

% of sales 11.1% 0.2% 11.9% 7.2%

Earnings per share (diluted) $ 2.26 $ 0.03 $ 1.88 $ 1.01

Cash Flow

Operating cash flow (b) $ 93,489 $ 16,347 $ 65,899 $ 33,102

Changes in non-cash
working capital balances $ 84,612 $ ( 28,690 ) $ ( 25,616 ) $ ( 79,421 )

Capital expenditures, 
net of disposals $ ( 65,765 ) $ ( 49,150 ) $ 46,898 $ 25,146

Financial Position

Total assets $ 496,639 $ 476,651 $ 398,870 $ 291,117

Net assets $ 411,409 $ 376,140 $ 338,776 $ 233,332

Net indebtedness $ 50,210 $ 159,641 $ 94,488 $ 85,158

Shareholders’ equity $ 269,908 $ 198,853 $ 197,051 $ 140,655

Net indebtedness / 
total capitalization 15.7% 44.5% 32.4% 37.7%

Financial Ratios

EBITDA margin 17.4% 6.0% 18.0% 14.6%

EBITDA interest coverage 7.9x 2.2x 8.1x 4.9x

Net earnings margin 11.1% 0.2% 11.9% 7.2%

Net earnings return 
on average equity 29.4% 0.4% 33.5% 28.1%

(a) Earnings before interest, taxes, depreciation and amortization.
(b) Cash flows from operating activities before net changes in non-cash working capital balances.
(c) Certain of the comparative figures have been reclassified in order to conform with the current year’s 

presentation.
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Fiscal 2002 was a very positive and successful year for Gildan, in which we accomplished all of the major

objectives for the year that we had set for the Company. 

Firstly, against the background of continuing uncertain overall economic conditions, we achieved over

30% growth in diluted EPS compared with fiscal 2001 (before special charges), a level of performance

which significantly exceeded our original growth projections for the year. Our return on equity for fiscal

2002 was 29.4%. We believe we have re-established our momentum with the investor community as 

a company which can be relied upon to achieve or exceed the financial goals which we set and

communicate. 

Secondly, we continued to achieve strong market share penetration in all of our target markets. In the U.S.

wholesale distributor market for imprinted sportswear, which is our largest market segment, and for which

independent market data is available via the S.T.A.R.S. Report of ACNielsen Market Decisions, we

consolidated our position as the No. 1 supplier of T-shirts. Our share in the September 2002 quarter was

28.0%, up from 25.8% in the fourth quarter of the previous year. We also continued to achieve excellent

share increases with our newer product lines, in particular sport shirts, where our share increased to

15.0% in the fourth quarter of fiscal 2002 versus 8.8% in the fourth quarter of 2001. Our sales in Europe

grew by 38.9% in the 2002 fiscal year, while we maintained our strong No. 1 position in Canada.

Thirdly, at the same time as achieving high top-line and bottom-line growth, we generated $111 million

of positive free cash flow in fiscal 2002, after financing $66 million of capital expenditures. 

This performance reflected our strong operating earnings combined with our success in significantly

improving both accounts receivable days’ sales outstanding and inventory turns. We ended the 

2002 fiscal year with a very strong balance sheet: $71 million of cash and cash equivalents and net

debt/total capitalization of 16%, while the full amount of our $150 million bank credit facility was

unutilized and available.

As always, our market growth and financial performance were underpinned by our unwavering

commitment to being a vertically-integrated manufacturer and the global low-cost producer in our

industry. We have continued to invest significant capital in new facilities with the latest state-of-the-art

manufacturing equipment and technology. In particular, we have positioned ourselves for future growth

with the successful start-up of our new integrated knitting, bleaching, dyeing, finishing and cutting facility

in Rio Nance, Honduras. We believe that this facility will have the lowest delivered cost structure for the

North American activewear market against any global competition. Also, we are in the process 

of completing the modernization of our yarn-spinning facility at Long Sault, Ontario, which we acquired in

2001, and we are progressing with the upgrading of our second yarn-spinning facility in Montreal, which

H. GREG
CHAMANDY

GLENN J.
CHAMANDY



annual report 2002

we acquired in June of 2002. These two low-cost, high technology integrated yarn-spinning facilities 

are expected to provide 100% of the commodity yarn requirements of Gildan’s Canadian textile

manufacturing facilities by the end of fiscal 2003. 

Our combination of low manufacturing costs together with our reputation for product innovation 

and premium product quality is the key to the success and growth of the Gildan brand in the marketplace.

Consequently, we believe that we are in an excellent position for the future. We are comfortable with 

our estimate of 15% to 20% EPS growth in fiscal 2003, and we are committed to sustaining this level 

of annual EPS growth rate over the longer term. 

During the year, we will evaluate strategic opportunities for profitable investment of our surplus cash

balances. We believe we have significant growth opportunities available based on capitalizing upon 

our core competency as a global low-cost manufacturer of premium quality basic circular knit apparel.

We have always sought to be proactive as a socially responsible manufacturer and employer in both North

America as well as offshore, and we are pleased to have recently obtained WRAP (Worldwide Responsible

Apparel Production) certification for all of our sewing plants in Honduras. 

We remain committed to maintaining first-class standards of corporate governance. While we already

measure up well against the current Toronto Stock Exchange corporate governance guidelines as well 

as the proposed new U.S. requirements, we are taking steps to further enhance the composition 

and independence of our Board. Consequently, we are pleased to submit the name of Gerald Ross, Dean

of the McGill University Faculty of Management, for election to our Board of Directors. 

In keeping with our commitment to keep the size of our Board small in order to maximize its efficient

functioning as a decision–making body, Norman Steinberg has offered not to stand for re-election.

Norman has made a significant contribution to Gildan’s evolution as a public company and his

contribution as a Board member over the past three and a half years has been greatly valued. Fortunately,

we will continue to benefit from Norman’s advice in his ongoing role as our legal advisor. 

We wish to thank all of our more than 8,000 employees, as well as our network of Gildan distributors and

customers in Canada, the United States and Europe, whose belief in and commitment to our company

has been critical to our success. Also, we would like to extend our appreciation to all of our external Board

members for their counsel and support. 

We also thank all of you, our shareholders, for your ongoing support of Gildan. We once again give you

our personal assurance that we are committed to continue delivering superior earnings growth and

financial returns as we implement our business plans for the future. We will do so while at the same time

building our reputation as a positive example and business leader in all of the communities in which 

we conduct our business.

(signed) (signed)

H. Greg Chamandy Glenn J. Chamandy

Chairman of the Board and President and
Chief Executive Officer Chief Operating Officer
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Michael Hoffman
19%

s a l e s  u p  1 9 %  o v e r  p r e v i o u s  y e a r

“We have further reinforced our no.1 position 
as the market share leader in T-shirts in the 

U.S. and Canada.”

“We have leveraged our brand with our 
sport shirt and fleece product-lines, and are building 

market share in these new segments.”

“We have grown rapidly in the European 
market and are well positioned to achieve further 

significant penetration.”

sales and marketing

talentleveraging our… 
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Garry Bell, Paul Parker, Gilles Léger,
Bill Newman and John Martin 
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Edwin Tisch

$66$ 6 6  m i l l i o n  n e w  c a p i t a l  
i n v e s t m e n t  i n  2 0 0 2

“Our goal is to constantly renew our 
competitive edge through our ongoing investments 

in vertically-integrated manufacturing.”

“We set the standard for premium 
product quality and product innovation.”

“We expect to achieve significant further cost reductions 
through our major capital investments in our new Honduras

textile facility and our yarn-spinning acquisitions.”

manufacturing

talentleveraging our… 
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Eduardo Facusse, Christian Langlois with Ghyslain Bouchard, 
Jose Maria Tainta Villanueva and Benito Masi
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Laurence Sellyn 
and Gregg Thomassin

31%
3 1 %  e p s  g r o w t h  i n  2 0 0 2

“Our focus on working capital management resulted 
in $111 million of free cash flow in fiscal 2002.”

“We have made significant investments in information 
technology to optimize all aspects of our operations.”

“As we have transitioned into a public company with 
$1 billion market capitalization, we have complemented 
our entrepreneurial culture with a strong corporate 

management team.”

operations and corporate

talentleveraging our…
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Graham Sutherland with François Ramsay and Normand Sabourin, 
David Cherry, Kevin Daugherty with Georges Sam Yu Sum, 

David Esones with Mackie Vadacchino and Gaétane Wagner, 
François Arbique
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The Company’s Consolidated Financial Statements have been prepared in accordance with Canadian generally
accepted accounting principles (“GAAP”). The information below should be read in conjunction with the 
Consolidated Financial Statements. Certain figures previously reported have been reclassified to conform 
to the basis of presentation adopted for the current year. All amounts in this report are in Canadian dollars,
unless otherwise stated.

Year Ended September 29, 2002 
compared with Year Ended September 30, 2001
Basis of Comparison

In order to obtain a better understanding of our current year’s performance, the Company believes that the
basis of comparison for fiscal 2001 should be pro forma results for the prior year before a number of unusual
items and other adjustments which totalled $49.5 million net of tax. These unusal items and other adjustments
were detailed in the management’s discussion and analysis last year and directly affected a number of items 
in our financial statements including gross margins, selling, general and administration (SG&A) and
depreciation and amortization expenses. Accordingly, in our discussion we refer to pro forma comparisons 
for fiscal 2001, as set out in the table below:

(000’s) fiscal 2001 fiscal 2001
Audited Pro Forma

Gross Margin $ 106,300 $ 139,767

Gross Margin % 21.1% 27.5%

SG&A 76,075 53,888

Depreciation & Amortization 16,209 15,430

Net Income $ 816 $ 50,328

Diluted EPS $ 0.03 $ 1.72

Sales

Sales for fiscal 2002 reached $600.7 million, up 19.0% from $504.9 million
in fiscal 2001. Unit sales increased by 19.2% over fiscal 2001 to 19.4 million
dozens. Gildan has further reinforced its number one market share position
in the overall T-shirt category in the United States since the fourth quarter 
of fiscal 2001. 

U.S. industry shipments of T-shirts from distributors to screen-printers
increased by 0.4%, sport shirt shipments declined by 9.9% while fleece
shipments increased by 0.3% for the first nine months of calendar 2002. 
The sport shirt category continues to be weak due to the downturn in
corporate promotional activity. During the same period, sales of Gildan 
T-shirts by distributors grew by 16.3% while sales of Gildan sport shirts 
and fleece products grew by 37.8% and 15.5% respectively. This strong 
growth of Gildan products is the result of continued market share 
penetration. The Company has also continued to expand its direct to 
screen-printer business in fiscal 2002. 

1999 2000 2001 2002

management’s discussion and analysis 
of financial condition and results of operations

Sales (In millions of dollars)

334.2

459.2
504.9

600.7
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Source for all U.S. market share data: S.T.A.R.S. Report, ACNielsen Market Decisions. 
All data is for nine months ended September 30, 2002

The Company has continued to expand its
European business where it achieved a 37.0%
increase in unit volume over the prior year. The
Company has maintained its leading market 
share position in Canada. 

The sport shirt and fleece categories represented
16.5% of total sales in fiscal 2002 compared to
11.7% in fiscal 2001. Favourable product mix 
offset unit selling price reductions, and resulted 
in the Company maintaining its overall average
selling price.

The Company is pursuing its business plan with 
a continuing focus on sales growth and projects
further market share penetration in all of its target
markets. On this basis, the Company expects to 
have revenues of approximately $660 million 
in fiscal 2003. 

Gross Margin

Gross margins were 28.1% for fiscal 2002 compared to 27.5% last year. The increase in gross margin was 
due to the impact of lower overall cotton costs, further manufacturing efficiencies and favourable product 
mix, which more than offset lower selling prices. 

The Company’s manufacturing plan is focused on continuing to lower its manufacturing costs and to increase
capacity to support sales growth. The Company has reduced manufacturing costs in part through vertical
integration into yarn-spinning. In fiscal 2001, the Company acquired its first spinning facility in Long Sault,
Ontario and has invested in modernizing this facility to increase capacity and reduce costs. In fiscal 2002, the
Company acquired its second spinning facility in Montreal. These two facilities will provide the Canadian textile
operations virtually all of its commodity yarn requirements by the end of fiscal 2003.

11

T-shirts

Gildan Industry
-9.9%

Sport shirtsFleece

+0.4% +0.3%

+16.3%

+37.8%

+15.5%

Gildan Industry Gildan Industry

11.4% 50%-50% blend
T-shirts 

6.2% Sport shirts

5.5% Fleece

2002

9.7% 50%-50% blend 
T-shirts 

7.8% Sport shirts

8.7% Fleece

76.9%

100% cotton 
T-shirts

73.8%  

100% cotton 
T-shirts

Percentage of Total Sales

2001

Comparison of Industry Growth vs. Gildan Growth - based on Unit Sales
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As well, in the fourth quarter of fiscal 2002, the Company successfully
commenced operations of a world-class, greenfield integrated
knitting, dyeing, bleaching and cutting facility in Rio Nance, Honduras.
By the end of fiscal 2002, this facility had an annualized capacity 
of 5 million dozen T-shirts per year. Production costs currently being
achieved are lower than the Company’s expectations, and we are
confident that this facility will continue to achieve further significant
reductions in production costs as capacity is increased.

The Company will also benefit from the reduction of duty costs 
and lower transportation costs as a result of increasing production
at the Rio Nance facility.

Selling, General and Administration

Selling, general and administration expenses were $63.9 million or 10.6% of
sales for fiscal 2002 compared to $53.9 million or 10.7% of sales for fiscal
2001. The most significant increase in expenses over the prior year relates
to the Company’s performance-based incentive program. The Company
exceeded its target for return on net assets in the current year, in contrast
to fiscal 2001 where targets were not achieved and no bonuses were paid
out. The remainder of the increase in expenses over the prior year is the
result of higher variable selling and distribution expenses combined with
investments in infrastructure required to meet the Company’s growth plans. 

Depreciation and Interest Expense

Depreciation expense was $17.6 million in fiscal 2002 compared to $15.4 million in fiscal 2001. The increase 
in depreciation expense reflects the Company’s investment in capital expenditures incurred to provide for the
long-term sales growth and increased vertical integration.

Interest expense for fiscal 2002 was $13.3 million, slightly lower than in fiscal 2001. The decrease in interest
expense was due to reduction in borrowing levels as a result of the Company’s success in generating cash
flow and working capital during the course of the fiscal year.

Income taxes

The Company’s international sales structure implemented in fiscal 1999 results in the income from international
sales carrying tax at relatively low levels. The Company’s effective tax rate in fiscal 2002 was 9.9% compared to
11.4% in fiscal 2001 before unusual items and other adjustments. The Company expects the effective tax rate
to continue to decline in fiscal 2003 as sales continue to grow in our international division and are increasingly
sourced from the Honduran textile facility.

1999 2000 2001 2002

Gross Margin - %

25.8

28.5
27.5

28.1

1999 2000 2001 2002

S, G & A
Percentage of Sales

11.2

10.5
10.7

10.6
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Earnings

Net earnings for fiscal 2002 were $66.5 million or $2.26 per diluted share compared to $50.3 million or 
$1.72 per diluted share in fiscal 2001. The 32.2% increase in earnings is the result of the 19.0% increase 
in sales at higher margins partially offset by higher selling, general and administration expenses and higher
depreciation expense. 

2000 & 1999 – Before debt prepayment charge in each year

The Canadian Institute of Chartered Accountants has issued a new standard for the accounting of stock-based
compensation affecting fiscal years commencing on or after January 1, 2002. Accordingly, the Company will
adopt this new standard on a prospective basis commencing in fiscal 2003. The Company has calculated the
pro-forma impact on earnings for the year ended September 29, 2002 for stock-based awards granted in this
fiscal year to be approximately $0.3 million or $0.01 per diluted share.

The Company currently expects its earnings range to be $2.60 to $2.70 per diluted share in fiscal 2003 based
on sales of approximately $660 million.

Balance Sheet 

Accounts receivable decreased by $37.8 million to
$87.7 million at September 29, 2002 compared to
$125.5 million at September 30, 2001. The reduction
in trade accounts receivable was due to stronger
cash collections in the current year, resulting in days’
sales outstanding of 44 days at September 29, 2002,
compared to 92 days at the end of fiscal 2001.
Inventories decreased by $65.4 million to $113.0
million at September 29, 2002, compared to $178.4
million at the end of fiscal 2001. Days of finished
goods on hand were 112 days at September 29,
2002 compared to 157 days at September 30, 2001.

In fiscal 2002, the Company invested $65.8 million in
fixed assets net of disposals. These investments
have allowed the Company to further vertically
integrate our manufacturing process as well as add

Accounts Receivable and Inventory 
vs. Sales Trend 

In millions of dollars
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new low-cost knitting, dyeing, bleaching, cutting and
finishing capacity. In the current year, the Company
invested in the expansion and modernization of the
Long Sault Spinning facility purchased in fiscal 2001.
This modernization will be completed in fiscal 2003.
The Company also invested in the purchase of a
second yarn-spinning facility in Montreal in fiscal 2002
and will complete the modernization of this facility in
fiscal 2003. These two facilities will supply virtually all
of the commodity yarn required for the Canadian textile
operations by the end of fiscal 2003. 

The Company also invested in an integrated knitting,
dyeing, bleaching and cutting facility in Rio Nance,
Honduras. In fiscal 2003, the Company will continue to
invest in equipment for this facility to further increase
its capacity. 

In fiscal 2001, the Company invested $49.1 million 
in fixed assets, net of disposals, principally for the
completion of its U.S. distribution centre, a sewing
plant in Mexico, the purchase of the Long Sault, Ontario spinning facility and to begin construction of the
textile facility in Rio Nance, Honduras.

Total assets at the end of fiscal 2002 were $496.6 million compared to $476.7 million at the end of fiscal 2001,
an increase of 4.2%. Working capital was $188.8 million at September 29, 2002 compared to $208.1 million 
at September 30, 2001. The current ratio at September 29, 2002 was 3.1:1 compared to 2.9:1 at the end of
fiscal 2001. 

Financing and Cash Resources

Cash flows from operating activities were $178.1 million in fiscal 2002 compared to a use of cash of $12.3 million
in fiscal 2001. The significant improvement was the result of higher net earnings combined with the generation
of $84.6 million of cash from working capital activities in fiscal 2002, compared to a use of cash of $28.7 million
in fiscal 2001. The reduction of working capital was the result of a significant improvement in inventory
turnover combined with a reduction in days’ sales outstanding. Free cash flow (cash flows from operations
less cash used in investing activities) amounted to $110.9 million in fiscal 2002 compared to a use of cash of
$61.6 million last year.

At September 29, 2002, none of the Company’s revolving facility was utilized. In addition, the Company had
cash and cash equivalents of $70.9 million. At September 30, 2001, $35.1 million of the Company’s $145.0 million
revolving bank facility was being utilized. On July 11, 2002, the Company negotiated a new secured revolving
credit facility of $150.0 million with a three-year term, to provide greater flexibility for its future growth. 

Management expects that cash flows from its operating earnings, together with its year-end cash balances
and its unutilized bank facilities, will be sufficient to meet any foreseeable cash needs for fiscal 2003. The
Company expects to continue to generate free cash flow in fiscal 2003. 

In the past, the Company has not paid a dividend in order to conserve cash to finance its ongoing growth 
and expansion. The payment of dividends is reviewed periodically by the Board of Directors.

The Company has obtained approval from the Toronto Stock Exchange to make a normal course issue bid
in order to repurchase a maximum of 200,000 Class A Subordinate voting shares. This represents less than 
1% of the total Class A shares issued and outstanding at November 30, 2002.
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Business Risk

In order to be successful, the Company must continuously be aware of global changes and risks affecting 
its markets and competitive environment. Risk areas include changes in international trade legislation and
taxation, changes in cotton prices and currency fluctuations. However, the Company does not currently 
foresee any changes that cannot be addressed or that are likely to significantly impair the outlook and
subsequently the achievement of the business plan.

International Trade Legislation Risk
The textile and apparel industries in both Canada and the United States have historically received 
a relatively higher degree of international trade protection than some other industries. However, this
protection is diminishing as a result of the implementation of trade agreements reached in the last 
ten years. The ultimate effect of the changes in quotas, duties and tariffs on our business is uncertain.

In 1995, the Agreement on Textiles and Clothing came into effect requiring importing countries, including
Canada, the United States and Western Europe, to eliminate quotas on imports of textiles and apparel
from exporting countries by 2005. This could result in increased competition from developing countries
which historically have lower labour costs than in North America. This agreement only applies to
countries that are members of the World Trade Organization. Pursuant to this agreement, none of our
products are currently subject to quotas in the United States. 

The United States recently enacted the Trade and Development Act of 2000. This legislation provides 
for duty relief for goods entering the United States which have been sewn in certain Caribbean basin 
and Sub-Saharan African Nations, provided that such goods are made from fabric that was formed in 
the United States from yarn which was spun in the United States. 

The Company’s manufacturing plan is designed to position Gildan to take advantage of international 
trade leberalization as outlined above.

Taxation Risk
The Company’s sales structure results in the income generated from its international sales being subject
to relatively low income tax rates. The structure is supported by the legislation under current domestic
laws as well as through the application of income tax treaties between various countries in which the
Company operates. The Company conducts annual transfer pricing studies to substantiate the transactions
between the various related parties within the Company.

It should be noted that any unanticipated changes to either current domestic law in the countries in which
the Company operates, or any changes to the income tax treaties the Company currently relies on, may
potentially impact the effective tax rate of the Company.

Price of Cotton Risk
The price of cotton has fluctuated substantially over the past several years due to price volatility in the
cotton industry. We generally enter into future contracts to cover the price of our anticipated cotton
requirements for each fiscal year. Because we enter into these agreements for our cotton requirements,
we may not be able to benefit from price decreases which might occur during the given fiscal year.
Additionally, in the event that we have not provided for sufficient future contracts, we are not protected
against price increases.

Foreign Currency Fluctuations Risk
The Company operates as an international business and its financial results are exposed to the effects 
of changes in financial markets and economic conditions. The functional and reporting currency 
is the Canadian dollar. A large proportion of revenues and expenses are denominated in non-Canadian
currencies and consequently the Company is subject to the effect of movements in relevant Canadian
dollar exchange rates.

The Company enters into forward contracts as it deems appropriate to hedge some or all of its
anticipated net currency exposures. Gains and losses resulting from designated hedge contracts are
recognized in income in the same period that the hedged exposure is recognized. At September 29, 2002,
there were no US dollar hedging arrangements outstanding.
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Year ended September 30, 2001 compared with year ended October 1, 2000

Sales for fiscal 2001 increased by 10.0% to $504.9 million, compared with $459.2 million in fiscal 2000, due 
to further market share penetration in existing markets in Canada and the United States, as well as expansion
into Europe. The Company achieved the No. 1 market share position in the 100% cotton T-shirt segment in the
United States in the second quarter of fiscal 2001. Gross margins declined from 28.5% in fiscal 2000 to 27.5%
in fiscal 2001, primarily due to a decline in average selling prices due to a more competitive environment
combined with an unfavourable product mix in the T-shirt category. Selling, general and administrative
expenses were $53.9 million or 10.7% of sales in fiscal 2001 compared to $48.3 million or 10.5% of sales in
fiscal 2000. The increase is the result of higher variable selling and distribution expenses combined with an
increase in infrastructure. Net income was $50.3 million or $1.72 per diluted share in fiscal 2001 compared to
$56.2 million or $1.94 per share in fiscal 2000, before the debt prepayment charge. The decline in net earnings
was due to higher interest and depreciation charges in fiscal 2001.

Forward-Looking Statements

Certain statements included in this management discussion and analysis may constitute “forward-looking
statements” within the meaning of the U.S. Private Securities Litigation Reform Act of 1995. We refer you 
to the Company’s filings with the Canadian securities regulatory authorities and the U.S. Securities and
Exchange Commission for a discussion of the various factors that may affect the Company’s future results.

Readers are cautioned not to place undue reliance on forward-looking statements, as there can be no assurance
that the plans, intentions or expectations upon which they are based will occur. By their nature, forward-
looking statements involve numerous assumptions, known and unknown risks and uncertainties, both general
and specific, that contribute to the possibility that the predictions, forecasts, projections and other forward-
looking statements will not occur, which may cause the Company’s actual performance and financial results in
future periods to differ materially from any estimates or projections of future performance or results expressed
or implied by such forward-looking statements.

We believe that the expectations represented by such forward-looking statements are reasonable, there can
be no assurance that such expectations will prove to be correct. Furthermore, the forward-looking statements
contained in this report are made as of the date of this report, and we do not undertake any obligation to
update publicly or to revise any of the included forward-looking statements, whether as a result of new inform-
ation, future events or otherwise. The forward-looking statements contained in this report are expressly qualified
by this cautionary statement.
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management’s responsibility for financial reporting

auditors’ report to the shareholders

The accompanying consolidated financial statements and all information in the Annual Report have been
prepared by management and approved by the Board of Directors for the Company. The consolidated financial
statements were prepared in accordance with accounting principles generally accepted in Canada and, where
appropriate, reflect management’s best estimates and judgements. Management is responsible for the accuracy,
integrity and objectivity of the consolidated financial statements within reasonable limits of materiality and for
the consistency of financial data included in the text of the Annual Report with that contained in the consolidated
financial statements.

To assist management in the discharge of these responsibilities, the Company maintains a system of internal
controls designed to provide reasonable assurance that its assets are safeguarded, that only valid and authorized
transactions are executed and that accurate, timely and comprehensive financial information is prepared.

The Company’s Audit Committee is appointed by the Board of Directors annually and is comprised of non-
management directors. The Audit Committee meets with management as well as with the independent auditors
to satisfy itself that management is properly discharging its financial reporting responsibilities and to review
the consolidated financial statements and the independent auditors’ report. The Audit Committee reports its
findings to the Board of Directors for consideration in approving the consolidated financial statements for
presentation to the shareholders. The independent auditors have direct access to the Audit Committee of 
the Board of Directors.

The consolidated financial statements have been independently audited by KPMG LLP, Chartered Accountants,
on behalf of the shareholders, in accordance with generally accepted auditing standards. Their report outlines
the nature of their audit and expresses their opinion on the consolidated financial statements of the Company.

(signed) (signed)

H. Greg Chamandy Laurence G. Sellyn

Chairman of the Board Executive Vice-President, Finance 
and Chief Executive Officer and Chief Financial Officer

November 27, 2002

We have audited the consolidated balance sheets of Gildan Activewear Inc. as at September 29, 2002 and
September 30, 2001 and the consolidated statements of earnings, retained earnings and cash flows for the
years ended September 29, 2002, September 30, 2001 and October 1, 2000. These financial statements are
the responsibility of the Company's management. Our responsibility is to express an opinion on these financial
statements based on our audits.

We conducted our audits in accordance with Canadian generally accepted auditing standards and United States
generally accepted auditing standards. Those standards require that we plan and perform an audit to obtain
reasonable assurance whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation.

In our opinion, these consolidated financial statements present fairly, in all material respects, the financial
position of the Company as at September 29, 2002 and September 30, 2001 and the results of its operations
and its cash flows for the years ended September 29, 2002, September 30, 2001 and October 1, 2000 in
accordance with Canadian generally accepted accounting principles.

(signed)

KPMG LLP

Chartered Accountants
Montreal, Canada

November 27, 2002
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Consolidated Balance Sheets
September 29, 2002 and September 30, 2001 

(In Canadian dollars)

2002 2001

Assets
Current assets:

Cash and cash equivalents $ 70,905,497 $ –

Accounts receivable 87,746,113 125,525,468

Inventories 112,970,468 178,350,875

Prepaid expenses and deposits 3,656,987 4,265,223

Future income taxes (note 8) 5,028,000 6,915,000

280,307,065 315,056,566

Fixed assets (note 2) 209,247,348 153,571,566

Future income taxes (note 8) – 1,081,000

Other assets (note 3) 7,084,926 6,941,740

$ 496,639,339 $ 476,650,872

Liabilities and Shareholders' Equity
Current liabilities:

Accounts payable and accrued liabilities $ 82,167,747 $ 98,199,045

Income taxes payable 3,063,050 2,312,168

Current portion of long-term debt (note 4) 6,249,039 6,415,790

91,479,836 106,927,003

Long-term debt (note 4) 114,866,404 153,224,648

Future income taxes (note 8) 20,385,000 17,646,000

Shareholders' equity:

Share capital (note 5) 104,924,975 100,361,637

Contributed surplus 322,866 322,866

Retained earnings 164,660,258 98,168,718

269,908,099 198,853,221

Commitments and contingent liabilities (note 7)

$ 496,639,339 $ 476,650,872

See accompanying notes to consolidated financial statements.

On behalf of the Board:

(signed) (signed)

H. Greg Chamandy Robert M. Baylis
Director Director 

Consolidated
Financial Statements
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Consolidated Statements of Earnings
Years ended September 29, 2002, September 30, 2001 and October 1, 2000

(In Canadian dollars)

2002 2001 2000

Sales $ 600,660,380 $ 504,867,353 $ 459,208,329

Cost of sales (note 9) 431,996,459 398,566,740 328,191,271

Gross profit 168,663,921 106,300,613 131,017,058

Selling, general and administrative expenses (note 9) 63,926,673 76,074,745 48,309,004

Earnings before the undernoted items 104,737,248 30,225,868 82,708,054

Depreciation and amortization (note 9) 17,591,885 16,208,560 9,380,214

Interest (note 4) 13,341,823 13,628,350 10,233,019

Debt prepayment charge (note 4) – – 2,344,682

30,933,708 29,836,910 21,957,915

Earnings before income taxes 73,803,540 388,958 60,750,139

Income taxes (recovery) (note 8) 7,312,000 ( 427,000 ) 6,145,000

Net earnings $ 66,491,540 $ 815,958 $ 54,605,139

Earnings per share: (note 10)

Basic $ 2.33 $ 0.03 $ 1.97

Diluted 2.26 0.03 1.88

See accompanying notes to consolidated financial statements.

Consolidated Statements of Retained Earnings
Years ended September 29, 2002, September 30, 2001 and October 1, 2000

(In Canadian dollars)

2002 2001 2000

Retained earnings, beginning of year $ 98,168,718 $ 97,352,760 $ 42,747,621

Net earnings 66,491,540 815,958 54,605,139

Retained earnings, end of year $ 164,660,258 $ 98,168,718 $ 97,352,760

See accompanying notes to consolidated financial statements.
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Consolidated Statements of Cash Flows
Years ended September 29, 2002, September 30, 2001 and October 1, 2000 

(In Canadian dollars)

2002 2001 2000

Cash and cash equivalents, beginning of year $ – $ 33,492,381 $ –

Cash flows from operating activities:

Net earnings 66,491,540 815,958 54,605,139

Adjustments for:

Depreciation and amortization 17,591,885 16,208,560 9,380,214

Future income taxes 5,013,000 ( 268,000 ) 4,279,000

Loss (gain) on disposal of fixed assets 949,092 7,534 ( 66,373 )

Foreign exchange loss (gain) 3,443,038 ( 416,640 ) ( 2,299,110 )

Net changes in non-cash working 
capital balances:

Accounts receivable 38,170,839 ( 13,129,676 ) ( 4,250,638 )

Inventories 65,380,407 ( 56,636,049 ) ( 23,036,446 )

Prepaid expenses and deposits 599,018 ( 225,444 ) ( 1,637,740 )

Accounts payable and accrued liabilities ( 21,026,308 ) 39,545,292 5,334,171

Income taxes payable 1,488,272 1,755,409 ( 2,024,976 )

178,100,783 ( 12,343,056 ) 40,283,241

Cash flows from financing activities:

(Decrease) increase in revolving bank loan ( 35,083,026 ) 35,083,026 ( 10,340,350 )

Repayment of capital leases ( 5,119,718 ) ( 5,164,290 ) ( 4,934,576 )

Increase in other long-term debt 2,974,000 – 104,839,000

Repayment of other long-term debt ( 6,433,817 ) ( 2,209,780 ) ( 46,935,717 )

Issue of common shares, net 4,563,338 986,726 1,790,789

Increase in deferred financing charges ( 1,086,020 ) ( 405,514 ) ( 1,935,983 )

( 40,185,243 ) 28,290,168 42,483,163

Cash flows from investing activities:

Decrease in loans 150,000 150,000 150,000

Purchase of fixed assets, net of disposals ( 65,764,900 ) ( 49,149,541 ) ( 46,897,766 )

Decrease (increase) in advances – 259,153 ( 452,004 )

Increase in other assets ( 1,545,301 ) ( 542,352 ) ( 2,322,444 )

( 67,160,201 ) ( 49,282,740 ) ( 49,522,214 )

Effect of exchange rate changes on cash 
and cash equivalents 150,158 ( 156,753 ) 248,191

Cash and cash equivalents, end of year $ 70,905,497 $ – $ 33,492,381

Supplemental disclosure of cash flow information (note 14)

See accompanying notes to consolidated financial statements.
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Notes to Consolidated Financial Statements
Years ended September 29, 2002, September 30, 2001 and October 1, 2000

(In Canadian dollars)

Gildan Activewear Inc. (the “Company”) is incorporated under the Canada Business Corporations Act.
Its principal business activity is the manufacture and sale of activewear apparel. The Company’s fiscal year
ends on the first Sunday following September 28. All references to 2002, 2001 and 2000 represent the fiscal
years ended September 29, 2002, September 30, 2001 and October 1, 2000.

Significant accounting policies:
The consolidated financial statements are expressed in Canadian dollars and have been prepared in accordance
with accounting principles generally accepted in Canada. These principles conform, in all material respects,
with accounting principles generally accepted in the United States, except as described in note 16. The principal
accounting policies of the Company are summarized as follows:

(a) Principles of consolidation:
The accompanying consolidated financial statements include the accounts of the Company and its 
subsidiaries. All significant intercompany balances and transactions have been eliminated on consolidation.

(b) Cash and cash equivalents:
The Company considers all liquid investments with maturities of three months or less when acquired to be
cash equivalents.

(c) Inventories:
Inventories are stated at the lower of cost and market value. Cost is established based on the first-in, 
first-out method. Market value is defined as replacement cost for raw materials and net realizable value 
for work in process and finished goods.

(d) Fixed assets:
Fixed assets are recorded at cost. Depreciation and amortization are calculated on a straight-line basis 
at the following annual rates:

Asset Rate

Buildings and improvements 2 1/2 % to 20%

Equipment 6 2/3 % to 25%

Equipment under capital leases 5% to 25%

(e) Deferred charges:
The costs of obtaining long-term financing are deferred and amortized on a straight-line basis over the
term of the related debt, ranging over a period of 3 to 7 years. Plant start-up costs are deferred and
amortized over 2 years. The amortization of these charges is included in depreciation and amortization.

(f) Use of estimates:
The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities
and disclosure of contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates.

(g) Foreign exchange:
Monetary assets and liabilities denominated in foreign currencies are translated at the rates of exchange
at the balance sheet date. Other balance sheet items denominated in foreign currencies are translated at
the rates prevailing at the respective transaction dates. Income and expenses denominated in foreign
currencies are translated at average rates prevailing during the year. Gains or losses on foreign exchange
are recorded in the consolidated statements of earnings.

The foreign subsidiaries are considered to be integrated foreign operations and their accounts have 
been translated using the temporal method with translation gains and losses included in the consolidated
statements of earnings.

1.
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Notes to Consolidated Financial Statements (continued)

Significant accounting policies: (continued)

(g) Foreign exchange: (continued)
In November 2001, the Canadian Institute of Chartered Accountants (“CICA”) issued revisions to Handbook
Section 1650 “Foreign Currency Translation”. The new recommendations eliminate the deferral and
amortization of unrealized foreign currency translation gains and losses on foreign currency denominated
monetary items that have a fixed or ascertainable life extending beyond the end of the fiscal year
following the current reporting period. The new recommendations also require the disclosure of foreign
exchange gains (losses) included in the consolidated statements of earnings which, for fiscal 2002,
amounted to $(968,633) (2001 - ($1,906,216); 2000 - $2,750,207). The change was adopted retroactively.
There is no impact on the Company's consolidated financial position, results of operations and cash 
flows as a result of adopting these recommendations.

(h) Revenue recognition:
Sales are recognized upon shipment of products to customers since title passes upon shipment. At the
time of sale, estimates are made based upon existing programs for customer price discounts and rebates.
Accruals required for new programs which relate to prior sales are recorded at the time the new program 
is introduced.

(i) Financial instruments:
The Company may periodically use derivative financial instruments, such as forward foreign exchange
contracts and cross-currency swap and cross-currency interest rate swap arrangements to manage risks
related to fluctuations in exchange rates and interest rates. Derivative financial instruments are not used 
for trading purposes. Forward foreign exchange contracts are entered into with maturities of no longer
than twelve months. Gains and losses on forward foreign exchange contracts are recognized through
income and generally offset transaction losses or gains on the foreign currency cash flows, which they 
are intended to hedge. Gains and losses on swap arrangements are recognized and charged to income 
on a basis that corresponds with changes in the related underlying item.

(j) Income taxes:
The Company utilizes the asset and liability method for accounting for income taxes which requires the
establishment of future tax assets and liabilities, measured at substantially enacted tax rates, for all
temporary differences caused when the tax bases of assets and liabilities differ from those reported in 
the financial statements. Future income tax assets are evaluated and if realization is not considered to 
be more likely than not, a valuation allowance is provided.

(k) Stock-based compensation plans:
In December 2001, the CICA issued Handbook Section 3870, with respect to the accounting for stock-based
compensation and other stock-based payments. The new recommendations, which are effective for fiscal
years beginning on or after January 1, 2002, require that all stock-based payments to non-employees, and
employee awards that are direct awards of stock, call for settlement in cash or other assets, or are stock
appreciation rights that call for settlement by the issuance of equity instruments, granted on or after adoption
of the standard be accounted for using the fair value method. The Company presently does not have any
such awards which must be accounted for using the fair value method. For all other stock-based employee
compensation awards, the new standards permit the Company to continue to follow its existing policy of
using the settlement date method of accounting. Under this method, no compensation expense is recognized
when such stock-based compensation awards are issued to employees.

The Company has employee share purchase plans and a stock option plan which are described in notes 5 
and 6 respectively. No compensation expense is recognized under the stock-based compensation plans. Any
consideration paid by employees on exercise of stock options or purchase of stock is credited to share capital.

The Company will be adopting these recommendations prospectively starting in the first quarter of fiscal
2003. The new standards will require that the Company disclose the pro forma effect of accounting for all
stock-based awards granted following adoption of the standard using the fair value-based method. In the
first year of application, comparative disclosures need not be provided for prior years.

(l) Employee future benefits:
The Company offers group defined contribution plans to eligible employees whereby the Company matches
employees' contributions up to a fixed percentage of the employee's salary. Contributions by the Company
to trustee-managed investment portfolios are expensed as incurred. The Company does not provide its
employees with post-retirement defined benefit pensions, health, insurance and other benefits.

1.
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Significant accounting policies: (continued)

(m) Earnings per share:
Basic earnings per share are computed by dividing net earnings by the weighted average number of common
shares outstanding for the year. Diluted earnings per share are computed in the same manner except the
weighted average number of common shares outstanding for the period is increased to include additional
shares from the assumed exercise of options, if dilutive. The number of additional shares is calculated by
assuming that outstanding options are exercised and that the proceeds from such exercises are used to
repurchase common shares at the average share price for the period.

(n) Research and investment tax credits and government grants:
Research and investment tax credits and government grants are recorded as a reduction of the related
expense or the cost of the assets acquired. Tax credits are recorded in the accounts when reasonable
assurance exists that they will be realized. 

Fixed assets:
2002

Accumulated Net
depreciation & book

Cost amortization value

Land $ 15,154,082 $ – $ 15,154,082

Buildings and improvements 64,899,283 5,869,949 59,029,334

Equipment 150,127,748 33,010,768 117,116,980

Equipment under capital leases 28,329,528 10,382,576 17,946,952

$ 258,510,641 $ 49,263,293 $ 209,247,348

2001
Accumulated Net

depreciation & book
Cost amortization value

Land $ 13,938,449 $ – $ 13,938,449

Buildings and improvements 42,990,460 4,086,042 38,904,418

Equipment 97,179,841 25,183,783 71,996,058

Equipment under capital leases 27,966,675 8,225,379 19,741,296

Construction in progress 8,991,345 – 8,991,345

$ 191,066,770 $ 37,495,204 $ 153,571,566

Depreciation expense in fiscal 2002 was $15,297,250 (2001 - $13,265,489; 2000 - $8,294,238).

During fiscal 2002, fixed assets were acquired at an aggregate cost of $74,526,963 (2001 - $55,908,925; 
2000 - $48,917,442), $1,024,508 of which were acquired by means of capital leases (2001 - $88,928; 2000 - nil).

1.

2.
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Notes to Consolidated Financial Statements (continued)

Other assets:

2002 2001

Loans to directors and officers (note 11) $ 900,000 $ 1,050,000

Deferred charges, net of accumulated amortization 2,722,500 2,932,454

Prepaid equipment rental 940,651 1,089,741

Deposits 1,157,775 366,145

Cross-currency swap 1,164,000 1,207,500

Other 200,000 295,900

$ 7,084,926 $ 6,941,740

Long-term debt:

2002 2001

Secured:
Senior notes (US$70,000,000) $ 110,271,000 $ 106,173,000

Revolving bank loan – 35,083,026

Obligations under capital leases, bearing interest at rates varying 
from 5.21% to 16.08%, maturing at various dates through 2005 7,026,062 11,067,506

Term loans, bearing interest at rates from 7.58% to 8.15%, 
maturing at various dates through 2004 687,951 6,901,131

117,985,013 159,224,663

Current portion of secured debt 5,570,277 6,300,015

$ 112,414,736 $ 152,924,648

Unsecured:
Term loans, bearing interest at rates up to 6% per annum, 

maturing at various dates through 2008 $ 3,130,430 $ 415,775

Current portion of unsecured debt 678,762 115,775

$ 2,451,668 $ 300,000

Total unsecured and secured long-term debt $ 114,866,404 $ 153,224,648

Included in interest expense is an amount of $13,439,948 (2001 - $13,720,931; 2000 - $10,008,673) of interest
on long-term debt.

The senior notes are repayable in four equal annual installments commencing in June 2004, bear interest at
9.51% on US$55,000,000 and 9.88% on US$15,000,000 and are secured by tangible and intangible property 
of the Company.

During fiscal 2000, the foreign currency risk associated with the senior notes was fully hedged through the 
use of a cross-currency interest rate swap arrangement under which the Company had fixed repayments on
the senior notes of US$70,000,000 into CDN$104,839,000. All quarterly interest payments relating to this debt
were converted to Canadian dollars to yield an effective interest rate of 8.705% on $82,373,500 and 9.1% 
on $22,465,500 for the term of the debt, for a composite rate of 8.79% for fiscal 2000. 

3.

4.
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Long-term debt: (continued)

During fiscal 2001, the Company cancelled US$55 million of the cross-currency interest rate swap arrangement.
A gain of approximately $1.6 million was realized on the cancellation of the swap arrangement which amount 
is being deferred and amortized over the term of the senior notes. As at September 29, 2002, approximately 
$1.0 million (2001 - $1.3 million) of the gain remains deferred on the consolidated balance sheet in accounts
payable and accrued liabilities. The combined effective interest rate on the senior notes for fiscal 2002 was 9.43%
(2001 was 9.42%) excluding the effect of the amortization of the gain realized on the cancellation of the swap.

The Company has a revolving term credit facility for a maximum of $150,000,000 or the equivalent amount thereof
in US dollars which matures in July 2005. The facility is secured by a first ranking moveable hypothec and
security interest on the majority of the Company's accounts receivable, inventories, intangible assets, equipment
and tangible moveable assets. There was no balance outstanding under this facility at September 29, 2002. 
The effective interest rate at September 30, 2001 was 6.88% on US dollar denominated loans and 5.63% 
on Canadian dollar denominated loans under this facility. 

During fiscal 2000, the Company used the proceeds of its issue of senior notes to repay its unsecured debentures
and all of the outstanding indebtedness under its revolving bank facility. A prepayment penalty and the write-off
of the unamortized deferred financing costs related to these loans, totalling $2,344,682, were expensed as a
debt prepayment charge in the consolidated statement of earnings. 

Under various financing arrangements with its bankers and other long-term lenders, the Company is required to
meet certain covenants. The Company was in compliance with all of these covenants as at September 29, 2002
and September 30, 2001.

Principal payments due on long-term debt, other than obligations under capital leases, are as follows:

Fiscal year

2003 $ 1,290,280

2004 28,243,399

2005 28,213,393

2006 28,218,133

2007 28,074,176

Thereafter 50,000

$ 114,089,381

Future minimum lease payments under capital leases are as follows:

Fiscal year

2003 $ 5,247,143

2004 2,153,096

2005 47,828

Total minimum lease payments 7,448,067

Less imputed interest 422,005

$ 7,026,062

4.
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Notes to Consolidated Financial Statements (continued)

5.

6.

Share capital:
2002 2001
Book Book

Shares value Shares value

Authorized without limit as to number and without par value:

First preferred shares, issuable in series, non-voting

Second preferred shares, issuable in series, non-voting

Class A subordinate voting shares, participating, one vote per share

Class B multiple voting shares, participating, eight votes per share

Issued and outstanding:

Class A subordinate voting shares:

Total outstanding, beginning of year 22,095,460 $ 95,278,241 21,942,952 $ 94,291,515

Shares issued under employee 
share purchase plan 8,096 181,721 2,376 60,310

Shares issued pursuant to exercise 
of stock options 723,408 4,381,617 150,132 926,416

Total outstanding, end of year 22,826,964 99,841,579 22,095,460 95,278,241

Class B multiple voting shares 6,094,000 5,083,396 6,094,000 5,083,396

28,920,964 $104,924,975 28,189,460 $100,361,637

The Company has employee share purchase plans which allow eligible employees to authorize payroll deductions
of up to 10% of their salary to purchase, from treasury, Class A subordinate voting shares of the Company at 
a price of 90% of the then current stock price as defined in the plans. Employees purchasing shares under the
plans must hold the shares for a minimum of one year. The Company has reserved 700,000 Class A subordinate
voting shares for issuance under the plans.

Stock option plan:
The Company has established a stock option plan (the “Plan”). Under the Plan, the Company may grant 
options to purchase Class A subordinate voting shares at the then current market price to officers, other key
employees and directors of the Company. Options vest ratably over a two to four-year period from the date of
grant and expire no more than ten years after the date of grant. The Plan provides that the number of Class A
subordinate voting shares reserved for issuance upon the exercise of options granted thereunder shall not
exceed 2,768,888 shares.

Changes in outstanding options were as follows:

Weighted 
average 

Number price

Options outstanding, October 1, 2000 1,647,236 $ 7.66

Granted 596,540 27.61

Exercised 150,132 6.17

Options outstanding, September 30, 2001 2,093,644 13.45

Granted 163,552 19.68

Exercised 723,408 6.06

Cancelled 104,834 11.24

Options outstanding, September 29, 2002 1,428,954 $ 18.07
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Stock option plan: (continued)

The following table summarizes information about stock options outstanding and exercisable at September 29, 2002:

Options outstanding Options exercisable
Weighted

Weighted average Weighted
Range of average remaining average
exercise exercise contractual exercise
prices Number price life (yrs) Number price

$ 5.15 - $ 5.75 323,032 $ 5.27 5.85 245,701 $ 5.18

$ 6.63 - $ 9.75 189,521 8.47 6.60 56,782 9.35

$14.38 - $ 19.70 228,032 16.70 8.28 25,500 14.38

$20.00 - $ 25.68 408,569 24.44 8.25 19,257 24.05

$27.00 - $ 35.12 279,800 31.17 8.43 5,000 27.90

1,428,954 $ 18.07 7.53 352,240 $ 7.87

Commitments and contingent liabilities:
(a) The minimum annual lease payments under operating leases are approximately as follows:

Fiscal year

2003 $ 4,369,000
2004 2,158,000
2005 1,787,000
2006 1,573,000
2007 1,269,000
Thereafter 3,314,000

$ 14,470,000

(b) As at September 29, 2002, there were contractual obligations outstanding of approximately $10,388,000 
for the acquisition of fixed assets (2001 - $17,059,000).

(c) The Company is a party to claims and litigation arising in the normal course of operations. The Company
does not expect the resolution of these matters to have a materially adverse effect on the financial
position or results of operations of the Company.

Income taxes:
The income tax provision differs from the amount computed by applying the combined Canadian federal and
provincial tax rates to earnings before income taxes. The reasons for the difference and the related tax effects 
are as follows:

2002 2001 2000

Combined basic Canadian federal and provincial 
income taxes $ 25,979,000 $ 149,000 $ 23,262,000

Increase (decrease) in income taxes resulting from:

Manufacturing and processing credit ( 195,000 ) 821,000 ( 686,000 )

Effect of different tax rates on earnings 
of foreign subsidiaries ( 22,639,000 ) ( 4,861,000 ) ( 18,982,000 )

Effect of non-deductible expenses and other 4,167,000 3,464,000 2,551,000

$ 7,312,000 $ ( 427,000 ) $ 6,145,000

6.

7.

8.
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Notes to Consolidated Financial Statements (continued)

Income taxes: (continued)

The components of income tax expense (recovery) are as follows:

2002 2001 2000

Current income taxes $ 2,299,000 $ ( 159,000 ) $ 1,866,000

Future income taxes 5,013,000 ( 268,000 ) 4,279,000

$ 7,312,000 $ ( 427,000 ) $ 6,145,000

Future income taxes reflect the net effects of temporary differences between the carrying amounts of assets
and liabilities for financial reporting purposes and the amounts used for income tax purposes. Significant
components of the Company’s future tax position are as follows:

2002 2001

Future income tax assets:

Share issue costs and other $ 1,412,000 $ 2,039,000

Inventory 2,427,000 3,661,000

Reserves and accruals 1,189,000 2,296,000

5,028,000 7,996,000

Future income tax liabilities:

Fixed assets and other 20,385,000 17,646,000

Net future income tax liability $ 15,357,000 $ 9,650,000

Management believes that all future income tax assets will more likely be realized than not and accordingly 
no valuation allowance has been made.

Unusual items:
The following unusual costs were incurred in fiscal 2001 and are included in the consolidated statement of earnings:

Charged to: 2001
Cost of sales:

Cotton contract loss (a) $ 14,308,667

Restructuring costs (b) 3,582,617

$ 17,891,284

Selling, general and administration:

Abandoned acquisition related costs (c) $ 15,014,936

Restructuring costs (b) 2,996,000

$ 18,010,936

Depreciation and amortization:

Restructuring costs (b) $ 779,470

Total $ 36,681,690

(a) The Company recorded a provision for losses which are expected to arise from commitments for the 
future purchase of raw materials at substantially higher than current market prices.

(b) The Company relocated its distribution center and closed various manufacturing facilities in order to
consolidate them into other lower cost operations. The costs incurred consisted mainly of lease costs,
severance payments and the write-off of deferred start-up costs. As at September 29, 2002, the remaining
provision, amounting to $2.0 million (2001 - $2.8 million), relates to future obligations under leased
premises and is included in accounts payable and accrued liabilities on the consolidated balance sheets.

8.

9.
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Unusual items: (continued)

(c) The Company incurred direct costs related to a proposed business acquisition which was not completed.
Accordingly, the costs were expensed in the year. In addition, an action was filed by the target company
against the Company alleging possession and use of confidential information by a former employee of the
plaintiff who was in the employ of the Company. In October 2001, the Company and plaintiff agreed to an
amicable out-of-court settlement of all outstanding issues in this matter. The litigation settlement and legal
costs incurred by the Company to defend the lawsuit were charged to income in fiscal 2001.

Earnings per share:
A reconciliation between basic and diluted earnings per share is as follows:

2002 2001 2000

Earnings per share:

Basic weighted average number 
of common shares outstanding 28,491,495 28,145,989 27,762,471

Basic earnings per share $ 2.33 $ 0.03 $ 1.97

Diluted earnings per share:

Basic weighted average number 
of common shares outstanding 28,491,495 28,145,989 27,762,471

Plus impact of stock options 870,060 1,080,384 1,263,296

Diluted common shares 29,361,555 29,226,373 29,025,767

Diluted earnings per share $ 2.26 $ 0.03 $ 1.88

Excluded from the above calculation are 144,800 (2001 - 645,120) stock options ranging in prices from $34.58 to
$35.12 (2001 - $20.00 to $34.58) which were deemed to be antidilutive because the exercise prices were greater
than the average market price of the common shares. All options outstanding for fiscal 2000 were dilutive.

Related party transactions:
The loans to directors and officers (see note 3) are non-interest bearing and the balance is repayable in seven
equal and consecutive annual installments of $150,000.

During fiscal 2001, in conjunction with a reorganization of Harco Holdings Ltd., the Company acquired the
property at which the Company’s principal knitting facility and executive offices are located. The land and
building had a market value of approximately $6.8 million. As part of the consideration, the Company assumed
the mortgage on the building, amounting to approximately $2.8 million at the time of the transaction. The
balance of the proceeds, amounting to approximately $4.0 million, was utilized to discharge the full amount
of the Harco Holdings Ltd. indebtedness to the Company. Prior to the purchase of the land and building, the
Company had a rental agreement with Harco Holdings Ltd.

The Company had the following related party transactions:

2002 2001 2000

Interest income $ – $ 25,847 $ 137,004

Rent expense – 123,656 741,938

The Company paid $475,108, $1,170,061 and $194,395 for fiscal years 2002, 2001 and 2000 respectively
primarily to a firm connected with an outside director of the Company for professional services rendered. The
amounts paid for fiscal 2001 related to legal fees incurred in conjunction with the proposed acquisition, related
lawsuit and general legal advice. The Company believes that such remuneration was based on normal terms
for business transactions between unrelated parties.

9.
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Notes to Consolidated Financial Statements (continued)

Financial instruments:
(a) Foreign currency risk management:

A substantial portion of the Company's sales are denominated in US dollars. The Company used the revenue
stream in US dollars as a natural hedge against purchases of fixed assets and expenses denominated in
US dollars. From time to time, the Company also uses forward foreign exchange contracts and cross-
currency swap arrangements to hedge its foreign exchange exposure on cash flows related to payables,
accounts receivable and cash in US dollars, pounds sterling and Euros. In addition, the Company uses a
cross-currency interest rate swap to hedge a portion of its foreign currency denominated long-term debt
against fluctuations in exchange rates.

During fiscal 2001, the Company designated US$55 million of its accounts receivable denominated in US
dollars as a hedge against the exchange risk related to a corresponding amount of long-term debt. Accordingly,
exchange gains or losses from the designated accounts receivable were offset against the exchange gains
or losses on conversion of US$55 million of long-term debt. The designation of the accounts receivable as
a hedge was terminated with the adoption of the new recommendations on foreign currency.

The following table summarizes the Company's commitments to buy and sell foreign currency as at
September 29, 2002 and September 30, 2001:

Notional
Notional Exchange Canadian
amount rate Maturity equivalent

2002:
Buy contracts:

Foreign exchange contracts Euro 2,185,000 1.5460 October 2002 $ 3,378,000

2001:
Buy contracts:

Foreign exchange contracts US $18,000,000 1.5775 October 2001 $ 28,395,000

Euro 4,630,900 1.4367 October 2001 6,653,000

Sell contracts:
Foreign exchange contracts Euro 646,000 1.4505 October 2001 $ 937,000

A forward foreign exchange contract represents an obligation to buy or sell a foreign currency and a swap
agreement represents an obligation to exchange principal and/or interest amounts with a counterparty. Credit
risk exists in the event of failure by a counterparty to meet its obligations. The Company reduces this risk
by dealing only with highly rated counterparties, normally major North American financial institutions.

(b) Credit risk:
The Company's financial instruments that are exposed to concentrations of credit risk consist primarily 
of cash equivalents and trade receivables.

The Company invests available cash in short-term deposits with Canadian chartered banks.

Concentration of credit risk with respect to trade receivables is limited due to the Company's credit
evaluation process and, other than for two customers which collectively represent approximately 26% 
of sales for 2002 (2001 - 26%; 2000 - 30%), to the dispersion of a large number of customers across 
many geographic areas within Canada, the United States, the United Kingdom and Europe. The Company
regularly monitors its credit risk exposure to these and other customers and takes steps to mitigate the 
risk of loss, including obtaining credit insurance.

The Company's extension of credit is based on an evaluation of each customer's financial condition and 
the Company's ability to obtain credit insurance coverage for that customer. Allowances are maintained 
for potential credit losses consistent with the credit risk, historical trends, general economic conditions 
and other information.

(c) Fair value disclosure:
Fair value estimates are made as of a specific point in time, using available information about the financial
instrument. These estimates are subjective in nature and often cannot be determined with precision.

The Company has determined that the carrying value of its short-term financial assets and liabilities approxi-
mates fair values as at the balance sheet dates because of the short-term maturity of those instruments. 

12.
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Financial instruments: (continued)

(c) Fair value disclosure: (continued)
The fair value of long-term debt is $123,862,362 (2001 - $167,012,442) compared to a carrying value 
of $119,949,622 (2001 - $159,640,438) as at September 29, 2002. The fair value of the cross-currency
interest rate swap at September 29, 2002 was $3,010,092 (2001 - $2,316,000) and the carrying value was
$1,164,000 (2001 - $1,207,500). The fair value of loans to directors and officers is not significantly different
from its carrying value. The method of calculating fair values for the financial instruments is 
described below.

The fair value of the Company's long-term debt bearing interest at fixed rates was calculated using the present
value of future payments of principal and interest discounted at the current market rates of interest available
to the Company for the same or similar debt instruments with the same remaining maturities. For long-term
debt bearing interest at variable rates, the fair value is considered to approximate the carrying value.

The fair value of the swap was determined based on market rates prevailing at the balance sheet date
obtained from the Company's financial institution and represented the estimated amount that the Company
would receive to settle the contract at September 29, 2002.

(d) Interest rate risk:
The Company’s exposure to interest rate fluctuations is with respect to the use of its bank facility which
bears interest at floating rates. 

Segmented information:
The Company manufactures and sells activewear apparel. The Company operates in one business segment.

(a) Major customers and revenues by geographic areas:
(i) Percentages related to individual customers accounting for greater than 10% of total sales are as follows:

2002 2001 2000

Company A 14.8% 14.9% 19.2%

Company B 10.7% 10.7% 10.4%

(ii) Sales were derived from customers located in the following geographic areas:

2002 2001 2000

International $ 537,472,747 $ 442,099,830 $ 404,179,507

Canada 63,187,633 62,767,523 55,028,822

$ 600,660,380 $ 504,867,353 $ 459,208,329

(b) Fixed assets by geographic areas are as follows:

2002 2001 2000

Canada $ 123,723,507 $ 93,890,431 $ 76,074,820

Caribbean basin and Central America 52,983,181 28,084,930 16,714,660

United States 24,832,233 25,329,557 15,396,461

Mexico 7,708,427 6,266,648 3,327,771

$ 209,247,348 $ 153,571,566 $ 111,513,712

12.
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Notes to Consolidated Financial Statements (continued)

Supplemental disclosure of cash flow information:

2002 2001 2000

Cash paid during the year for:

Interest $ 13,587,113 $ 13,172,660 $ 9,849,329

Income taxes 795,141 1,196,166 4,361,531

Non-cash transactions:

Acquisition of fixed assets through the 
assumption of debt and settlement of 
amounts due to the Company – 6,800,000 –

Additions to fixed assets included in accounts 
payable and accrued liabilities 6,470,616 1,337,900 1,956,567

Cash and cash equivalents consist of:

Cash balances with banks $ 45,700,697 $ – $ 10,992,381

Short-term investments 25,204,800 – 22,500,000

$ 70,905,497 $ – $ 33,492,381

Comparative figures:
Certain of the comparative figures have been reclassified in order to conform with the current year’s presentation.

Canadian and United States accounting differences:
The consolidated financial statements of the Company are expressed in Canadian dollars and are prepared in
accordance with Canadian generally accepted accounting principles (“GAAP”), which conform, in all material
respects, with those generally accepted in the United States except as described below:

(a) Consolidated statements of earnings:

2002 2001 2000

Net earnings in accordance 
with Canadian GAAP $ 66,491,540 $ 815,958 $ 54,605,139

Swap revenue (i) 416,000 2,448,000 –

Start-up costs (ii) 221,252 693,187 ( 1,222,128 )

Tax effect of above adjustments ( 262,000 ) ( 779,000 ) 290,000

Net earnings in accordance 
with United States GAAP $ 66,866,792 $ 3,178,145 $ 53,673,011

Earnings per share under United States GAAP:

Basic $ 2.35 $ 0.11 $ 1.93

Diluted 2.28 0.11 1.85

Weighted average number of common shares 
outstanding under United States GAAP:

Basic 28,491,495 28,145,989 27,762,471

Diluted 29,361,555 29,226,373 29,025,767

14.

15.

16.
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Canadian and United States accounting differences:
(continued)

(a) Consolidated statements of earnings: (continued)

(i) Swap revenue:
Under United States GAAP, SFAS 133 “Accounting for Derivative Instruments and Hedging Activities”
requires that all derivative instruments be recognized as assets or liabilities and be measured at fair value.
For fiscal 2001, a gain of $2,448,000 was recorded in income which included a transition adjustment gain 
of $1,137,000 arising from the adoption of the recommendations effective October 1, 2000, recognition 
of a gain realized at the cancellation of a cross-currency interest rate swap during the year, and an
unrealized gain based on the fair value of a cross-currency interest rate swap over its carrying value 
as at September 30, 2001.

For fiscal 2002, a net gain of $416,000 has been included in income representing the recognition of 
an unrealized gain of $738,000 based on the fair value of the cross-currency interest rate swap over its
carrying value as at September 29, 2002 and the reversal of the amortization of $322,000 under Canadian
GAAP of the gain realized at the cancellation of a cross-currency interest rate swap which was recognized
in income for United States GAAP purposes in fiscal 2001.

Under Canadian GAAP, there is no requirement to record derivative instruments at fair values. Further, the
gain realized on cancellation of the cross-currency interest rate swap arrangement is deferred and amortized
over the term of the related debt.

(ii) Start-up costs:
Costs incurred during the start-up period for new manufacturing and distribution facilities are deferred 
and amortized on a straight-line basis over two years. United States GAAP requires such costs to be
expensed as incurred. The adjustment to net earnings in accordance with United States GAAP includes
the write-off of current year’s start-up costs and the reversal of the amortization of start-up costs deferred
under Canadian GAAP.

(iii) Stock-based compensation:
United States GAAP requires the measurement and recognition of compensation expense related to certain
stock-based compensation. As permitted by the provisions of SFAS No. 123, the Company has measured
compensation cost using the intrinsic value method being the excess of the quoted market price of the
Company's stock at the grant date over the amount the employee must pay for the stock. Accordingly, as no
excess exists at the grant date, no compensation expense is recognized for stock option awards.

Under the Canadian GAAP, the Company uses the settlement date method of accounting for options and
compensation expense is not recognized.

(iv) Comparative figures:
As a result of the issuance of SFAS No. 145, the requirement under SFAS No. 4 to classify all gains and
losses from the extinguishment of debt as an extraordinary item is no longer necessary because SFAS 
No. 4 was rescinded. Presentation of debt prepayment charges of prior years as extraordinary items has
been reclassified.

16.
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Notes to Consolidated Financial Statements (continued)

Canadian and United States accounting differences:
(continued)

(b) Consolidated statements of cash flows:

2002 2001 2000

Cash and cash equivalents, United States GAAP, 
beginning of year $ – $ 33,492,381 $ – 

Changes due to United States GAAP:

Operating activities on a Canadian basis 178,100,783 ( 12,343,056 ) 40,283,241

Start-up costs 221,252 693,187 ( 1,222,128 )

Operating activities cash flow, United States GAAP 178,322,035 ( 11,649,869 ) 39,061,113

Investing activities on a Canadian basis ( 67,160,201 ) ( 49,282,740 ) ( 49,522,214 )

Start-up costs ( 221,252 ) ( 693,187 ) 1,222,128

Investing activities cash flow, United States GAAP ( 67,381,453 ) ( 49,975,927 ) ( 48,300,086 )

Financing activities on a Canadian basis 
and under United States GAAP ( 40,185,243 ) 28,290,168 42,483,163

Effect of exchange rate changes 
on cash and cash equivalents 150,158 ( 156,753 ) 248,191

Cash and cash equivalents, United States GAAP, 
end of year $ 70,905,497 $ – $ 33,492,381

(c) Consolidated balance sheets:
Differences between Canadian and United States GAAP are not material in the presentation of the assets,
liabilities and shareholders’ equity. However, the following differences should be noted:

2002 2001

Other assets under Canadian GAAP $ 7,084,926 $ 6,941,740

Start-up costs ( 736,690 ) ( 957,941 )

Cross-currency swap 1,846,000 1,108,000

Other assets under United States GAAP $ 8,194,236 $ 7,091,799

Accounts payable and accrued liabilities under Canadian GAAP $ 82,167,747 $ 98,199,045

Reversal of deferred gain on cross-currency swap ( 1,018,000 ) ( 1,340,000 )

Accounts payable and accrued liabilities under United States GAAP $ 81,149,747 $ 96,859,045

Future income tax liabilities under Canadian GAAP $ 20,385,000 $ 17,646,000

Future taxes related to GAAP adjustments 751,000 489,000

Future income tax liabilities under United States GAAP $ 21,136,000 $ 18,135,000

Shareholders' equity under Canadian GAAP $ 269,908,099 $ 198,853,221

United States GAAP cumulative net earnings adjustments 1,376,310 1,001,059

Shareholders' equity under United States GAAP $ 271,284,409 $ 199,854,280

16.
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Canadian and United States accounting differences:
(continued)

(d) Comprehensive income:
Under United States GAAP, SFAS No. 130, “Reporting Comprehensive Income” establishes standards for
reporting and presentation of comprehensive income and its components in a full set of financial statements.
Comprehensive income consists of net income and all other changes in shareholders’ equity that do not
result from transactions with shareholders. These changes include cumulative foreign currency translation
adjustments. The Statement requires only additional disclosures in the consolidated financial statements; 
it does not affect the Company’s financial position or results of operations. 

Since there are no elements within the consolidated financial statements which would be classified 
as comprehensive income, a separate financial statement of comprehensive income is not required.

Comprehensive income is the same as net income under United States GAAP.

(e) Supplementary information:
Under United States GAAP and SEC rules, separate disclosure is required for the following statement 
of earnings and balance sheet items. There is no similar requirement under Canadian GAAP.

2002 2001 2000

Statements of earnings:

Rental expenses $ 1,917,000 $ 2,905,000 $ 5,850,000

Advertising expenses 8,189,000 7,762,000 7,238,000

Balance sheets:

Accounts payable 41,223,580 25,337,000 41,830,000

Accrued liabilities 39,926,167 71,522,000 17,037,000

Allowance for doubtful accounts, 
price discounts and rebates 26,956,000 13,597,000 8,434,000

16.
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Notes to Consolidated Financial Statements (continued)

Canadian and United States accounting differences:
(continued)

(f) New accounting standards:
In June 2001, FASB issued SFAS No. 141, “Business Combinations” and SFAS No. 142, “Goodwill and
Other Intangible Assets”. SFAS No. 141, which replaces APB Opinion No. 16, revises the accounting
standards for business combinations and is effective for acquisitions initiated after June 30, 2001. SFAS 
No. 142, which replaces APB Opinion No. 17, revises the standards in accounting for goodwill and other
intangibles and is effective for fiscal years after December 15, 2001. Similar standards have been adopted
by the Canadian Institute of Chartered Accountants. These new standards have no material impact on 
the Company at the present time.

In August 2001, FASB issued SFAS No. 143, “Accounting for Asset Retirement Obligations”. SFAS No. 143
requires the Company to record the fair value of an asset retirement obligation as a liability in the period
in which it incurs a legal obligation associated with the retirement of tangible long-lived assets. This
Statement is effective for the Company's fiscal year beginning September 30, 2002. The Company does
not expect SFAS No. 143 to have a material impact on its financial statements.

In October 2001, FASB issued SFAS No. 144, “Accounting for the Impairment or Disposal of Long-Lived
Assets”. SFAS No. 144 establishes a single accounting model, based on the framework established in
Statement of Financial Accounting Standards No. 121, “Accounting for the Impairment of Long-Lived
Assets and for Long-Lived Assets to Be Disposed Of”, for long-lived assets to be disposed of by sale, and
resolves implementation issues related to SFAS No. 121. This Statement is effective for the Company's fiscal
year beginning September 30, 2002. The Company does not expect SFAS No. 144 to have a material
impact on its financial statements.

In April 2002, FASB issued SFAS No 145, “Rescission of FASB Statements No. 4, 44 and 64, Amendment 
of FASB Statement No. 13 and Technical Corrections”. SFAS No. 145 will be effective for the Company’s
fiscal year beginning October 5, 2003. The Company does not expect SFAS No. 145 to have a material
impact on its financial statements.

In June 2002, FASB issued SFAS No. 146 “Accounting for Costs Associated with Exit or Disposal Activities”.
This Statement is effective for exit or disposal activities initiated after December 31, 2002. The Company
does not expect SFAS No. 146 to have a material impact on its financial statements.

16.
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stock information

Open Close

NYSE: GIL
TSX: GIL.A
SHARES OUTSTANDING AT SEPTEMBER 29, 2002: 28,920,964

OPEN YEAR YEAR CLOSE YEAR
10/01/01 HIGH LOW 09/27/02 VOLUME

NYSE (US$) $ 12.00 $ 24.50 $ 10.56 $ 20.80 6,367,300

TSX $ 18.45 $ 37.60 $ 16.51 $ 32.90 13,537,609

Relative Stock Market Performance
Gildan Activewear and Selected Indices
From October 1, 2001 to September 29, 2002

Value of $100 invested on October 1, 2001
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