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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D. C. 20549

FORM 10-K

XI ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended: December 31, 2009
TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the transition period from to

Commission file number 19183

Harley-Davidson, Inc.

(Exact name of registrant as specified in its chaetr)

Wisconsin 39-1382325
(State of organization) (I.R.S. Employer Identification No.)
3700 West Juneau Avenue
Milwaukee, Wisconsin 53208
(Address of principal executive offices) (Zip code)

Registrants telephone number: (414) 342-4680

Securities registered pursuant to Section 12(b) diie Act:

Title of each class Name of each exchange on which registered
COMMON STOCK, $.01 PAR VALUE PER SHAR NEW YORK STOCK EXCHANGE
PREFERRED STOCK PURCHASE RIGH1 NEW YORK STOCK EXCHANGE

Securities registered pursuant to Section 12(g) t¢iie Act: NONE

Indicate by check mark whether the registrantuseli-known seasoned issuer, as defined in Ruleot@e Securities Act.  YedX]
No O

Indicate by check mark if the registrant is notuieed to file reports pursuant to Section 13 orti®acl5(d) of the Act. Yes[
No

Indicate by check mark whether the registrant ¢ filed all reports required to be filed by Seeti or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 moattds(2) has been subject to such requirementbégpast 90 days. Ye&I No
O

Indicate by checkmark whether the registrant hasnstted electronically and posted on its corpok&b site, if any, every Interactive
Data File required to be submitted and posted puntsio Rule 405 of Regulation5¢232.405 of this chapter) during the precedingridhths
(or for such shorter period that the registrant veagiired to submit and post such files). YEs No O

Indicate by check mark if disclosure of delinquidlers pursuant to Item 405 of Regulation S-K is aontained herein, and will not be
contained, to the best of the registrant’s knowdgdig definitive proxy or information statementsanporated by reference in Part Il of this
Form 10-K or any amendment to this Form 10-Kl

Indicate by check mark whether the registrantlarge accelerated filer, an accelerated filer, maccelerated filer, or a smaller
reporting company as defined in Rule 12b-2 of tkelange Act (check one).

Large accelerated fil¢ Accelerated filel O
Non-accelerated file O Smaller reporting compar O
Indicate by check mark whether the registrantshell company, as defined in Rule 12b-2 of the Brge Act. Yes[O No
Aggregate market value of the voting stock helahbg-affiliates of the registrant at June 26, 2088856,432,682
Number of shares of the registrant’'s common statktanding at February 1, 2010: 234,304,383 shares
Documents Incorporated by Reference

Part Ill of this report incorporates information fference from registrant’s Proxy Statement ferahnual meeting of its shareholders
to be held on April 24, 2010.
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PART |

Note regarding forward-looking statements

The Company intends that certain matters discusgdlde Company are “forward-looking statementséimted to qualify for the safe
harbor from liability established by the Privatec@sties Litigation Reform Act of 1995. These fomatdooking statements can generally be
identified as such by reference to this note oabee the context of the statement will include wandch as the Company “believes,”
“anticipates,” “expects,” “plans,” or “estimatest words of similar meaning. Similarly, statememtattdescribe future plans, objectives,
outlooks, targets, guidance or goals are also fahh@oking statements. Such forward-looking statetmare subject to certain risks and
uncertainties that could cause actual resultsfterdnaterially from those anticipated as of théedaf this report. Certain of such risks and
uncertainties are described in close proximityuchsstatements or elsewhere in this report, inolydinder the caption “Risk Factors” in
Item 1A of this report and under “Cautionary Stagems”in Iltem 7 of this report. Shareholders, potentigeistors, and other readers are ul
to consider these factors in evaluating the forwaaking statements and cautioned not to place emdliance on such forward-looking
statements. The forward-looking statements includetis report are made as of the date indicated a date is not indicated, as of the date
of the filing of this report (February 23, 2010)dathe Company disclaims any obligation to publighdate such forward-looking statements
to reflect subsequent events or circumstances.

ltem 1. Business

Harley-Davidson, Inc. was incorporated in 1981which time it purchased the Harley-Davidson motoleyusiness from AMF
Incorporated in a management buyout. In 1986, Kebavidson, Inc. became publicly held. Unless tbetext otherwise requires, all
references to the “Company” include Harley-Daviddoe. and all of its subsidiaries. The Companyrafes in two segments: the
Motorcycles & Related Products (Motorcycles) segnaenl the Financial Services (Financial Servicegyrgent. The Company’s reportable
segments are strategic business units that offiereint products and services. They are manageatatey based on the fundamental
differences in their operations.

The Motorcycles segment designs, manufactures elisdat wholesale primarily heavyweight (engineptiisement of 651+cc) touring,
custom and performance motorcycles as well aseaolirmotorcycle parts, accessories, general medibaand related services. The
Company conducts business on a global basis, ai#is $n North America, Europe/Middle East/Africasi&/Pacific and Latin America. The
Motorcycles segment includes the Harley-Davidsah Bmell product lines. On October 15, 2009 the Canypannounced that it would exit
from the Buell product line.

During 2008, the Company acquired Italian motoreyoanufacturer MV Agusta (MV). The results of MVreéncluded in the
Motorcycles segment. On October 15, 2009 the Comnpanounced its intent to divest MV. The Motorcgcsegment financial information
has been adjusted to reflect MV as a discontinyedtaiion for all periods presented. Please reférdasection titled “Overview” within
Item 7, “Management’s Discussion and Analysis @fdficial Condition and Results of Operations” father discussion.

The Motorcycles segment discussion that followspiscific to the Harley-Davidson brand unless otliwewgpecifically noted.

The Financial Services segment consists of Harlayid3on Financial Services (HDFS). HDFS provideslesale and retail financing
and, as an agent, provides insurance and insurefated programs primarily to Harley-Davidson angeBdealers and their retail customers.
HDFS conducts business principally in the Uniteat&t and Canada.

See Note 21 of Notes to Consolidated Financiak8tants for financial information related to the @amy’s business segments.
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Motorcycles and Related Products

Motorcycles- The primary business of the Motorcycles segmetd design and manufacture premium motorcyclethimheavyweight
market and sell them at wholesale. The Companytsdwide motorcycle sales generated approximate®p,7B8% and 79% of the total net
revenue in the Motorcycles segment during eachefears 2009, 2008 and 2007, respectively.

Harley-Davidson branded motorcycle products empleasaditional styling, design simplicity, durabjliand quality. The Company
manufactures five families of motorcycles: Touribyna® , Softail® , Sportstér , and VRSC. The fimtrfof these motorcycle families are
powered by an air-cooled, twin-cylinder engine wath5-degree “V” configuration. The VRSC familypswered by a liquid-cooled, twin-
cylinder engine with a 60-degree “V” configuratidrhe Company’s Harley-Davidson engines range ipldéement size from 883cc’s to
1803cc’s.

The total on-highway motorcycle market, includihg heavyweight portion of the market, is compriséthe following four segments:
» standard (emphasizes simplicity and ¢
» performance (emphasizes handling and acceler¢
e custom (emphasizes styling and individual ownetamgation)
e touring (emphasizes comfort and amenities for -distance travel

The touring segment of the heavyweight market iasgered by the Company and includes the Harleyid3an Touring family of
motorcycles, including three-wheeled motorcyclelsicl are generally equipped with fairings, wind#dée saddlebags and/or Tour Pak
luggage carriers. The custom segment of the markkitdes motorcycles featuring the distinctive istylassociated with classic Harley-
Davidson motorcycles and includes the Company’sa)oftail and VRSC motorcycle families as welbgsortion of the motorcycles in the
Sportster family. The Company’s Sportster familgoaserves the standard segment of the market.

The worldwide heavyweight motorcycle market is hygtompetitive. The Company’s major competitors laased outside the U.S. In
addition to these larger, established competitbess Company has competitors headquartered in tBeTlhese competitors generally offer
heavyweight motorcycles with traditional stylingitttompete directly with many of the Company’s praid.

Competition in the heavyweight motorcycle markeiased upon a number of factors, including pricality, reliability, styling,
product features, customer preference, warrantidsagailability of financing. In the U.S., suggeasbtetail prices for the Company’s Harley-
Davidson motorcycles range from being comparableeing moderately higher than suggested retaieprior comparable motorcycles
available in the market. The Company believesithdarger-displacement products continue to condreapremium price. The Company
emphasizes quality, reliability and styling in ioducts and generally offers a twear warranty for its motorcycles. The Company rdgats
support of the motorcycling lifestyle across a witdenographic range in the form of events, riddiesaincluding Harley Owners Group
(H.O.G.® ) and through the availability of a linerabtorcycle parts, accessories, and general medid®aas competitive advantages.
Additionally, the Company considers the availapibf financing through HDFS as a competitive adaget

In the U.S., the Company competes most heavilliertouring and custom segments of the heavyweighdntycle market. According
to the Motorcycle Industry Council, these segmeastounted for approximately 83%, 84% and 80% afl tatavyweight retail unit
registrations in the U.S. during 2009, 2008 and720€spectively. The larger-displacement customtandng motorcycles are generally the
most profitable for the Company. During 2009, tlkavyweight portion of the market represented apprately 58% of the total U.S.
motorcycle market (on- and off-highway motorcyclespoters and three-wheeled motorcycles) in tefmgw units registered.
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For the last 22 years, Harley-Davidson motorcyblege led the industry in the U.S. for retail ueigistrations of new heavyweight
motorcycles. The following chart includes U.S. ifletegistration data for Harley-Davidson motorcycfer the years 2007 through 2009:

U.S. Heavyweight Motorcycle Registration Dat&d®
(Engine Displacement Size of 651+cc)
(Units in thousands)

2009 2008 2007
Total market new registratiol 304.( 479.¢ 516.]
Harley-Davidson new registratior 162.( 218.2 251.¢

53.2% 45.5% 48.7%

(@) U.S.industry data includes 651+cc models @erivom submission of motorcycle retail sales bghemajor manufacturer to an independent third pdtys third party data is subject
to revision and update. 2009 and 2008 U.S. indudity includes three-wheeled vehicles. The Compgahypot ship three-wheeled vehicles until 2008 daés not believe three-
wheeled vehicle retail registrations were significia the U.S. for 2007. The retail registratiotadfor Harleybavidson motorcycles presented in this table méfgdslightly from the
Harley-Davidson retail sales data presented in fewfithis report. The Company’s source for retaikes data in Item 7 of this report is sales andamgy registrations provided by
Harley-Davidson dealers as compiled by the Company. THereinces are not significant and generally refatihe timing of data submissions to the independearces

The European heavyweight motorcycle market (asiddfbelow) is similar in size to the U.S. markeit, lcustomer preferences vary
across the region. For example, in Europe, theopadnce segment represented nearly 45% of thehesalyweight market in 2009 compa
to approximately 15% in the U.S. Touring motorcgab@pular in the U.S. represented less than 108tedEuropean heavyweight motorcycle
market. The Company'’s traditional Harley-Davidsoaducts compete primarily in the custom and tousagments. In addition, the
Company offers products to compete in the standaddperformance segments with motorcycles suchadgyiDavidson’s XR1200™ and
Nightster® .

The following chart includes European retail regison data for Harley-Davidson for the years 2€6@dugh 2009:
European Heavyweight Motorcycle Registration Datd?

(Engine Displacement Size of 651+cc)
(Units in thousands)

2009 2008 2007
Total market new registratiol 313.¢ 389.1 387.¢
Harley-Davidson new registratior 37.7 41.1 38.7

12.(% 10.6% 10.%

(@) Europe data includes retail sales in AustrielgRim, Denmark, Finland, France, Germany, Grekaly, Netherlands, Norway, Portugal, Spain, Swedwitzerland, and the United
Kingdom. The Company derives its market registratiata and market share calculations presentededbaw information provided by Giral S.A., an in@eglent agency. This third
party data is subject to revision and update. Eeiindustry data includes three-wheeled vehiclesligneriods presented. The retail registratioradat Harley-Davidson motorcycles
presented in this table may differ slightly frone tHarley-Davidson retail sales data presenteceim 7 of this report. The Compasysource for retail sales data in Item 7 of thggoré
is sales and warranty registrations provided byldyabavidson dealers as compiled by the Compang. differences are not significant and generallgteeto the timing of data
submissions to the independent sour

The Company also competes in several other maaketsd the world. Based on Company data, the nigrsifisant of these markets in
terms of volume are Canada, Japan, Australia aadilBin Canada, the Compasymarket share based on registrations was 39.1%/64dnc
39.0% during 2009, 2008 and 2007,
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respectively (Source: Moped and Motorcycle Indusfr¢anada). Market share information for the retimgj international markets has not
been presented because the Company does not bibleg\aefinitive and reliable registration dataisilable at this time.

Parts & Accessories Parts and Accessories (P&A) products are compaseeplacement parts (Genuine Motor Parts) anchagical
and cosmetic accessories (Genuine Motor Acces$ovéxldwide P&A net revenue comprised 17.9%, 15a9d 15.2% of net revenue in
the Motorcycles segment in 2009, 2008 and 200 pectively.

General Merchandise Worldwide General Merchandise net revenue, wiricludes revenue from MotorCloth@s apparel and
accessories, comprised 6.6%, 5.6% and 5.3% okwenue in the Motorcycles segment in 2009, 20082800, respectively.

Licensing— The Company creates an awareness of the Harlei§tm brand among its customers and the non-rigifdic through a
wide range of products for enthusiasts by licensirggname “Harley-Davidson” and other trademarksevby the Company. The
Company’s licensed products include t-shirts, viehémd vehicle accessories, jewelry, small leagioexds, toys and numerous other products.
Although the majority of licensing activity occursthe U.S., the Company continues to expand theBeities in international markets.
Royalty revenues from licensing, included in Motales segment net revenue, were $38.3 million,4s4gllion and $46.0 million in 2009,
2008 and 2007, respectively.

Harley-Davidson Museum In 2008, the Company opened the Harley-Davidsosévdm in Milwaukee, Wisconsin. The Museum is a
unique experience that the Company believes baildisstrengthens bonds between riders and the Conapainenhances the brand amonc
public at large. The 130,000 square foot facilibpbes the Harley-Davidson Museum and Archivesstaueant, café, retail store and special
event space. The Museum gives the Company a neworagate memories for customers — through vigifplanning rides and hosting
special events at the Museum.

Other Services The Company also provides a variety of serviodsstindependent dealers including service anéhless management
training programs, customized dealer software pgekand delivery of its motorcycles. Motorcycletaegéand tour programs are available
through the Company’s independent dealers.

International Sales- The Company'’s revenue from the sale of motorsyata related products to independent dealersiatribdtors
located outside of the United States was approxiy&tl.38 billion, $1.73 billion and $1.52 billioor approximately 32%, 31% and 27% of
net revenue of the Motorcycles segment, during 22008 and 2007, respectively.

Patents and TrademarksThe Company strategically manages its portfdiipadents, trade secrets, copyrights, trademartééothver
intellectual property.

The Company and its subsidiaries own, and contiowdtain, patent rights that relate to its mototey and related products and
processes for their production. Certain technologgted intellectual property is also protectedewehappropriate, by license agreements,
confidentiality agreements or other agreements suitpliers, employees and other third parties. Gtmpany diligently protects its
intellectual property, including patents and traderets, and its rights to innovative and proprjetachnology. This protection, including
enforcement, is important as the Company movesdahwith investments in new products, designs antrtologies. While the Company
believes patents are important to its businessatipes and in the aggregate constitute a valuatdetathe success of the business is not
dependent on any one patent or group of patenessCbBmpany’s active patent portfolio has an aveeagefor patents of approximately seven
years. A patent review committee, which is comptigEa number of key executives, manages the pateaiegy and portfolio of tr
Company.
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Trademarks are important to the Company’s motogchaisiness and licensing activities. The Compasyahdgorous worldwide
program of trademark registration and enforcemenbaintain and strengthen the value of the tradksrand prevent the unauthorized use of
those trademarks. The HARLEY-DAVIDSON trademark #mg Bar and Shield trademark are each highly néicaple to the public and are
very valuable assets. The Company also owns thelLBUWiademark and the trademark portfolio of MV whiimcludes the MV AGUSTA an
CAGIVA trademarks. Additionally, the Company usesnerous other trademarks, trade names and logahahe registered worldwide. T
following are among the Company'’s trademarks: HARLBAVIDSON, H-D, HARLEY, the Bar & Shield Logo, MOORCLOTHES, the
MotorClothes Logo, RIDER'S EDGE, HARLEY OWNERS GR®IH.O.G., the H.O.G. Logo, SOFTAIL, SPORTSTER, @R BUELL
and the Pegasus Logo. The HARLEY-DAVIDSON tradentaak been used since 1903 and the Bar and Shaeleiiark since at least 1910.
The BUELL trademark has been used since 1984. Witlkexception of the MV Agusta trademarks, subiliyall of the Company’s
trademarks are owned by H-D Michigan, LLC, a sulasydof the Company, which also manages the Conipargdemark strategy and
portfolio. The MV Agusta trademarks are presentined by MV Agusta Motor S.p.A.

Marketing— The Company’s products are marketed to retatbooers primarily through promotions, customer egemtd advertising
through national television, print, radio and dineailings, as well as electronic advertising. Audfially, regional marketing efforts are
accomplished through a cooperative program witmidependent dealers. The Company also sponsadngjractivities and special
promotional events and participates in many majotontycle consumer shows and rallies.

On an ongoing basis, the Company promotes its i#&rvidson products and the related lifestyle tigtotd.O.G., which has
approximately 1.1 million members worldwide and @@mpany believes is the industry’s largest compgggnsored motorcycle enthusiast
organization. The Company formed H.O.G. in 198arireffort to encourage Harldyavidson owners to become more actively involvethe
sport of motorcycling. This group also sponsors ymaotorcycle events, including rallies and ridesHarley-Davidson motorcycle
enthusiasts throughout the world.

In 2000, Rider’s Edge — the Harley-Davidson Acaderhilotorcycling was formed. Rider's Edge offersexies of rider education
experiences that provide both new and experiendedsrwith deeper engagement in the sport of mgtling by teaching basic and advani
motorcycling skills and knowledge in a way thafus and involving. The courses are conducted bgtavark of select Harley-Davidson
dealerships throughout the U.S. enabling studengsperience the Harldpavidson lifestyle, environment, people, and praslas they lear

The Company website (www.harley-davidson.com)ss aitilized to market its products and service® Website features an online
catalog which allows retail customers to create strate product wish lists, utilize a dealer locatiod place catalog orders. Internet orders are
sold and fulfilled by the participating authorizedrley-Davidson dealer selected by the retail cqusto Dealers also handle any after-sale
services that retail customers may require.

U.S. retail purchasers of new Harley-Davidson mmtoles include both core and outreach customeraendiverse in terms of age,
gender and ethnicity and the Company has a muttgggional and multi-cultural marketing strategheTCompany defines its core customer
base as men over the age of 35 and its outreattneess as women, young adults and ethnically devadhilts. The average U.S. retail
purchaser of a new Harley-Davidson motorcycle hamedian household income of approximately $85,806re than three-quarters of the
U.S. retail sales of new Harley-Davidson motorcgd@ee to purchasers with at least one year of ¢gidndaeyond high school and 34% of the
buyers have college/graduate degrees. The Compaagures the success of its marketing strategytesnialy monitoring market shares
across its various customer definitions. (Sour2689 Company Studies)

Harley-Davidson and Buell Distribution The Company’s independent dealerships stock @hthe Company’s motorcycles, P&A,
general merchandise and licensed products, andrpegervice for the Company’s motorcycles. The Canys independent dealers also sell
a smaller portion of P&A, general merchandise acehlsed products through “non-traditional” retaitlets. The “non-traditional” outlets,
which are extensions of the
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main dealership, consist of Secondary Retail Looat(SRLS), Alternate Retail Outlets (AROs), ands®@al Retail Outlets (SROs). SRLs
satellites of the main dealership and are develtp@deet additional retail and service needs ofGbmpany’s riding customers. SRLs also
provide P&A, general merchandise and licensed misdand are authorized to sell and service new moyttes. AROs are located primarily
in high traffic locations such as malls, airpontgpopular vacation destinations and focus on sgtlie Company’s general merchandise and
licensed products. SROs are located in similar bigffic areas, but operate on a seasonal basisfaemporary locations such as vendor
kiosks. AROs and SROs are not authorized to selimetorcycles.

The Company’s North American region consists oflinited States and Canada. In the United StatesCtimpany distributes its
motorcycles and related products to a network dépendently-owned full-service Harley-Davidson destlips and the Overseas Military
Sales Corporation, an entity that retails the Camgjzaproducts to members of the U.S. military. T@mpany distributes its motorcycles to
its dealers in the U.S. based on dealer ordersuhject to an allocation system that was desigode forward-looking and market-driven in
order to align the distribution of motorcycles witie demand in individual dealer markets. The alion system can affect the number of
units of particular models that dealers are ablertier and the timing of shipments to dealers.dnaila, the Company sells its motorcycles
and related products at wholesale to a single iexégnt distributor, Deeley Harley-Davidson CanadalPeeley Imports Ltd., which in turn
sells to independent dealers in the Canadian market

In the European region (consisting of Europe, thédié East and Africa), the Company distributegatiducts sold to independent
dealers or distributors through its subsidiary tedan Oxford, England, or through one of its saffices in the United Kingdom, France,
Germany, Italy, Netherlands, Spain, Switzerlanced®zRepublic or South Africa.

In the Asia Pacific region, the Company distributaégproducts sold to independent dealers in JapahAustralia through Company-
owned subsidiaries in those countries, and the @Gomgistributes all products sold to independentats and distributors for the remaining
Asia Pacific markets in which its motorcycles apttlSrom its U.S. operations.

The Company distributes all products sold in ther_America region to independent dealers andidistors in Mexico and Brazil
through Company-owned subsidiaries in those caesitend the Company distributes all products solddependent dealers for the
remaining Latin American markets in which its matarles are sold from its U.S. operations.

The following table includes the number of worldeiHarley-Davidson and Buell independent dealergdmgraphic region:

North America Region Europe Asia Pacific Latin America
United States Canads Region Region Region
Independent Distributol — 1 3 — —
Full Service Dealership:
HD only 38¢ 25 52 11C 16
Buell only — — 2 2 —
HD and Buell 282 46 31E 86 18
671 71 36¢ 19€ 34
Non-traditional:
SRL 87 3 2 4 6
ARO 83 5 8 6 15
SRO 10 1 — — 1
18C 9 10 10 22
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The majority of the Company’s independent deal@sskell Harley-Davidson and Buell motorcycles esislely. The Company expects
the majority of the dealer network will continuesiell new Buell motorcycles into 2010 and proviggaing service and replacement parts to
Buell owners.

Overall, the Company believes the U.S. dealer nétwontinues to remain profitable through dealetsvaly managing their expense
structures despite pressure from a tough U.S. eapnDuring 2009, 28 dealer points in the U.S. deaé&work closed, and the Company
expects additional dealer points to close durint2@utside of the U.S., the Company’s strateglg dal the international dealer network to
expand by 100 to 150 dealer points by 2014.

MV Distribution —-MV distributes its motorcycles and P&A to indepentddealers primarily through subsidiaries locateGermany,
Switzerland and the U.S. In Italy and France, Mstrifbutes its products to independent dealers tijresll independent dealers also
generally sell competitors’ brands.

Seasonality- The timing of retail sales made by the Compaindependent dealers tracks closely with regiomhg seasons. The
seasonality of wholesale shipments made by the @oynjs different depending on the geographic market

The Company’s independent dealers in the U.S. amhdian markets typically build their inventoryéés/in the late fall and winter in
anticipation of the spring and summer selling seas®he availability of floor plan financing anadincing assistance through HDFS allows
dealers to manage these seasonal increases iridnydn the U.S., seasonal financing assistansebhsidized by the Company, and in
Canada, seasonal financing assistance is sponsptéé region’s single independent distributor, IBgdlarley-Davidson Canada/Fred
Deeley Imports Ltd. As a result, the Companyholesale shipments to these markets have ltigligrnot been affected to any material ex
by seasonality.

In the majority of the remaining international metk the Company’s wholesale shipments track mosely with regional riding
seasons. In general, the Company’s independergrdesid distributors in these international marlletsot build inventory levels in the non-
riding seasons, and as a result, the Company’seshtd shipments to these markets are generally iovilee non-riding seasons than in the
riding seasons.

The seasonality of the Company’s wholesale shipsientarkets outside the U.S. and Canada affecébitity to produce on a level
scale throughout the year. The Company generathjesahigher finished goods inventory levels duniron-riding seasons outside of the U.S.
and Canada in order to mitigate the effect of aams@asonal wholesale shipment pattern on production

Retail Customer and Dealer FinancirgThe Company believes that HDFS, as well as dthancial services companies, provide
adequate financing to Harley-Davidson and Buelkpghdent distributors, dealers and their retailarners. HDFS provides financing to the
Company’s Canadian distributor, Harley-Davidson Boell independent dealers and to the retail custerof those dealers in the U.S. and
Canada. The Company’s independent distributordedeand their retail customers in the Europe, #Rsiaific and Latin America regions are
not serviced by HDFS, but have access to finanttinggh other established financial services congsani

Motorcycle Manufacturing The Company’s manufacturing strategy is desidaexntinuously improve product quality, increase
productivity, reduce costs and increase flexibildyrespond to changes in the marketplace. Semrmtiods are employed to drive the
Company’s strategy, including lean manufacturinggples, supplier and employee engagement, flexiibbcesses and optimized
manufacturing footprint.

The Company recognizes that getting the right prodtithe right time to the customer is paramotihe Company believes flexible
manufacturing, including flexible supply chains dhexkible labor agreements, is the key elemenntabée improvements in the Company’s
ability to respond to customers in a cost effectivenner. In order to competitively deliver productgustomers worldwide, the Company is
undertaking measures to restructure current op@stnd add capabilities that will support our glajrowth.

9
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Raw Material and Purchased ComponentEhe Company continues to establish and reinflomog-term, mutually beneficial
relationships with its suppliers. Through thesdadmrative relationships, the Company gains actesschnical and commercial resources for
application directly to product design, developmamd manufacturing initiatives. This strategy haseayated improved product quality,
technical integrity, application of new featuresl amnovations and faster manufacturing ramp-upesf mehicle introductions. The
Company’s continuing initiative to improve suppl@oductivity has been instrumental in deliveringprovement in product cost. Through a
continued focus on collaboration and strong suppéiationships, the Company believes it will beitioned to achieve strategic objectives
and deliver cost improvement over the long-term.

The Company purchases all of its raw materialsgially steel and aluminum castings, forgingselstbeets and bars, and certain
motorcycle components, including electronic fugeation systems, batteries, tires, seats, eletw@maponents and instruments. Given the
current economic conditions, and pressure on cesigppliers due to difficulties in the automotimelustry and U.S. manufacturing sector in
general, the Company is closely monitoring the aNeiability of its supply base. However, at thime, the Company does not anticipate any
difficulties in obtaining raw materials or compot&n

Research and DevelopmenThe Company believes research and developmenigaiécant factors in its ability to lead the cusiand
touring motorcycling markets. The Company’s Harzgvidson Product Development Center (PDC) bringpleyees from styling,
purchasing and manufacturing together with regujgpoofessionals and supplier representativesdatera concurrent product and process
development team. The Company incurred researchiewelopment expenses of $143.1 million, $163.%ianiland $185.5 million during
2009, 2008 and 2007, respectively.

Regulation- International, federal, state and local authesitiave various environmental control requiremesigging to air, water and
noise pollution that affect the business and opmatof the Company. The Company strives to enthatits facilities and products comply
with all applicable environmental regulations atehslards.

The Company’s motorcycles that are sold in the éthBtates are subject to certification by the BrSzironmental Protection Agency
(EPA) for compliance with applicable emissions aoise standards and by the State of CaliforniaR&isources Board (CARB) with respect
to CARB’s more stringent emissions standards. Camyppaotorcycles sold in California are also subjeatvaporative emissions standards
that are unique to California. The Company’s motole products have been designed to comply fulthail such applicable standards. The
EPA has finalized new tail pipe emission stand&d2006 and 2010, respectively, which are harmehizith the California emissions
standards. Harley-Davidson motorcycle products teen designed to comply with the new EPA standandsthe Company believes it will
comply with future requirements when they go inffe&. Additionally, the Company’s motorcycle pradsi must and do in fact comply with
the motorcycle emissions, noise and safety stasdsfrthe European Union, Japan and certain othieigio markets where they are sold.
Because the Company expects that environmentalatas will become even more stringent over time,Gompany will continue to incur
some level of research, development and productsts in this area for the foreseeable future.

The Company, as a manufacturer of motorcycle prizdigsubject to the U.S. National Traffic and bto¥ehicle Safety Act, which is
administered by the U.S. National Highway Traffaf@y Administration (NHTSA). The Company has dextl to NHTSA that its motorcyc
products comply fully with all applicable federabtor vehicle safety standards and related reguistibhe Company has from time to time
initiated certain voluntary recalls. During thetltzree years, the Company has initiated 14 votlyniecalls related to Harley-Davidson
motorcycles at a total cost of $11.7 million. Thengpany reserves for all estimated costs assocrgtadecalls in the period that the recalls
are announced.

Employees- As of December 31, 2009, the Motorcycles segrhadtapproximately 7,300 employees. Unionized engasyat the
motorcycle manufacturing facilities in Wauwatosa ahkenomonee Falls, Wisconsin
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and Kansas City, Missouri are represented by theedisteelworkers of America (USW), as well asltiternational Association of Machin
and Aerospace Workers (IAM). Unionized employeethatdistribution and manufacturing facilities iraRklin and Tomahawk, Wisconsin
are represented by the USW. Production workerseatrtotorcycle manufacturing facility in York, Peglvania are represented by the IAM.
The collective bargaining agreement with the WistiotdSW and 1AM will expire on March 31, 2012, tbellective bargaining agreement
with the Kansas City-USW and IAM will expire on yi#9, 2012, and the collective bargaining agreemdathitthe Pennsylvania-IAM will
expire on February 2, 2017. Please refer to theiewe section of Item 7, “Management’s Discussion &nalysis of Financial Condition
and Results of Operations” for further discussibthe Company’s restructuring activities and th@att on the number of employees.

Internet Access The Company’s internet website address is wwieltadavidson.com. The Company makes availabledfemarge
(other than an investor’s own internet access @sriprough its internet website the Company’s AhiReport on Form 10-K, quarterly
reports on Form 10-Q and current reports on Foit 8rd amendments to those reports, as soon amaday practicable after it
electronically files such material with, or furneghsuch material to, the United States SecuritidsExchange Commission. In addition, the
Company makes available, through its website, dieviing corporate governance materials: (a) thenGany’s Corporate Governance
Policy; (b) Committee Charters approved by the Camyfs Board of Directors for the Audit Committeejidan Resources Committee and
Nominating and Corporate Governance Committeeh@)Compan’s Financial Code of Ethics; (d) the Compasaode of Business Cond
(the Code of Conduct) in eight languages includinglish; (e) the Conflict of Interest Process farebtors, Executive Officers and Other
Employees (the Conflict Process); (f) a list of @@mpany’s Board of Directors; (g) the Company’siBws; (h) the Harley-Davidson
Environmental Policy; (i) the Company’s Policy fdanaging Disclosure of Material Information; (jetiCompany’s Supplier Code of
Conduct; and (k) the Sustainability Strategy Repbhis information is also available from the Compapon request. The Company satisfies
the disclosure requirements under the Code of Ganthe Conflict Process and applicable New YomcBtExchange listing requirements
regarding waivers of the Code of Conduct or thefl@mrProcess by disclosing the information in thempany’s proxy statement for its
annual meeting of shareholders or on the Compamglssite. The Company is not including the informattontained on or available through
its website as a part of, or incorporating suchrmiation by reference into, this Annual Report @nnf 10-K.

Financial Services

HDFS is engaged in the business of financing andcieg wholesale inventory receivables and retaitsumer loans, primarily for the
purchase of Harley-Davidson and Buell motorcydiiSFS is an agent for certain unaffiliated insuracagiers providing property/casualty
insurance and also sells extended service contigagscoverage and debt protection products to moytte owners. HDFS conducts business
principally in the United States and Canada.

Wholesale Financial ServicesHDFS provides wholesale financial services toléjabavidson and Buell motorcycle dealers, inclgdin
floorplan and open account financing of motorcy@rd motorcycle parts and accessories. HDFS offacdesale financial services to
Harley-Davidson and Buell motorcycle dealers inlthited States and Canada, and during 2009 appat&iyn94% of such dealers utilized
those services. The wholesale finance operatiohHD#S are located in Plano, Texas.

Retail Financial Services HDFS provides retail financing to consumers,udatg installment lending for the purchase of newd ased
Harley-Davidson and Buell motorcycles. HDFS' refaihncial services are available through most élafbavidson and Buell motorcycle
dealers in the United States and Canada. HDF Sl figiance operations are principally located inr€m City, Nevada and Plano, Texas.

Insurance Services HDFS is an agent for the sale of motorcycle iasae policies. In the U.S., HDFS also offers maotole insurance,
extended service contracts, gap coverage and datecfion products through most HarlByvidson and Buell motorcycle dealers. In Can
HDFS offers primarily extended service contracts
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through most Harley-Davidson and Buell motorcyataldrs. Motorcycle insurance that HDFS offers dmalfeof multiple carriers is also
marketed on a direct basis to motorcycle ridersFBInsurance operations are principally locate@anson City, Nevada and Plano, Texas.

Funding— The Company believes a diversified and cost gffedunding base are important to meet HDFS’ gidgiroviding credit
while delivering appropriate returns and profitabilDuring 2009, the Financial Services operatiase funded with unsecured debt,
unsecured commercial paper, an asset-backed comafgaper conduit facility, and committed unsecupedk facilities and through the term
asset-backed securitization market. HDFS also Isapport agreement with the Company whereby, iired, the Company agrees to
provide financial support in the form of advanced/ar loans. Please refer to the section titledtiidity and Capital Resources as of
December 31, 2009” within Item 7, “Management’sddission and Analysis of Financial Condition anduRssf Operations” for further
discussion.

Competition- The Company regards its ability to offer a pagkafjwholesale and retail financial services inth8. and Canada as a
significant competitive advantage. Competitorshia tinancial services industry compete for busitessed largely on price and, to a lesser
extent, service. HDFS competes based on convenisendce, brand association, dealer relationsstrgt experience, terms and price.

In the United States, HDFS financed 48.8% of the Harley-Davidson motorcycles retailed by indepemdizalers during 2009, as
compared to 53.5% in 2008. In Canada, HDFS fina3&2% of the new Harlepavidson motorcycles retailed by independent dsalaring
2009, as compared to 35.6% in 2008. Competitorsefail motorcycle finance business are primaréyks, credit unions and other financial
institutions. In the motorcycle insurance businessypetition primarily comes from national insuramompanies and from insurance
agencies serving local or regional markets. Fairinsce-related products such as extended serviteacts, HDFS faces competition from
certain regional and national industry participaagsvell as dealer in-house programs.

Competition for the wholesale motorcycle financsibass primarily consists of banks and other firanostitutions providing
wholesale financing to Harley-Davidson and Buelltonoycle dealers in their local markets.

Trademarks- HDFS uses various trademarks and trade namds forancial services and products which are Iggghfrom H-D
Michigan, LLC, including HARLEY-DAVIDSON, H-D andhie Bar & Shield logo.

Seasonality- In the U.S. and Canada, motorcycles are primaggd during warmer months. Accordingly, HDFS ebgreres seasonal
variations. In general, from mid-March through Asguetail financing volume increases while whole$mancing volume decreases as
dealer inventories decline. From September thraughMarch, there is generally a decrease in réit@hcing volume while dealer
inventories generally build and turn over more ${gwubstantially increasing wholesale finance icatgles.

Regulation- The operations of HDFS (both U.S. and foreige)sarbject, in certain instances, to supervisionragdlation by state and
federal administrative agencies and various forggwvernmental authorities. Many of the statutorgt egulatory requirements imposed by
such entities are in place to provide consumergtimin as it pertains to the selling of financiedgucts and services. Therefore, operations
may be subject to various regulations, laws anttijaldand/or administrative decisions imposing fiegjments and restrictions, which among
other things: (1) regulate credit granting actestiincluding establishing licensing requiremeimtspplicable jurisdictions; (2) establish
maximum interest rates, finance charges and otienges; (3) regulate customers’ insurance cove(dyeequire disclosure of credit and
insurance terms to customers; (5) govern secuaadactions; (6) set collection, foreclosure, repssion and claims handling procedures and
other trade practices; (7) prohibit discriminatiorthe extension of credit and administration @fris; (8) regulate the use and reporting of
information related to a borrower; (9) require aartperiodic reporting; (10) govern the use andgmiion of non-public personal information;
and/or (11) regulate insurance solicitation andssaractices.
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Depending on the provisions of the applicable lamd regulations, the interpretation of laws andit&tipns and the specific facts and
circumstances involved, violations of or non-coraptie with these laws may limit the ability of HD#&Scollect all or part of the principal or
interest on applicable loans, may entitle the bmeroto rescind the loan or to obtain a refund obanis previously paid, could subject HDFS
to the payment of damages or penalties and admatiigt sanctions, including “cease and desist” @rdand could limit the number of loans
eligible for HDFS securitization programs.

Such regulatory requirements and associated sgi@magould limit the discretion of HDFS in operafiils business. Noncompliance
with applicable statutes or regulations could reisuthe suspension or revocation of any chariegnke or registration at issue, as well as the
imposition of civil fines, criminal penalties andrainistrative sanctions. The Company cannot agbatethe applicable laws or regulations
will not be amended or construed differently, thetv laws and regulations will not be adopted ot ithizrest rates charged by HDFS will not
rise to maximum levels permitted by law, the efigicany of which could be to adversely affect tlusibess of HDFS or its results of
operations.

A subsidiary of HDFS, Eaglemark Savings Bank (ES8% Nevada state thrift chartered as an Induistoian Company (ILC). As suc!
the activities of this subsidiary are governed éxyefral regulations and State of Nevada banking tavdsare subject to examination by the
Federal Deposit Insurance Corporation (FDIC) andada state bank examiners. ESB originates retild@nd sells the loans to a non-
banking subsidiary of HDFS. This process allows I30& offer retail products with many common chaggstics across the United States
and to similarly service loans to U.S. retail costos.

Employees- As of December 31, 2009, the Financial Servieggrent had approximately 600 employees.

ltem 1A. Risk Factors

An investment in Harley-Davidson, Inc. involvesssincluding those discussed below. These ristofacshould be considered
carefully before deciding whether to invest in @@mpany.

» The Company may not be able to successfully execute new long-term business strategylhe Company may not be able to
successfully execute the long-term business styydteg the Company announced on October 15, 20®i®% ICompany is not able,
on a timely and cost effective basis, to succelyséxit certain product lines and divest certaimpany assets as part of the
strategy, the result could be increased costs aasibn of management attention from its focusadidition, there is no assurance
that the Company will be able to drive growth te #xtent desired through its focus of efforts aasburces on the Harley-
Davidson brand or to enhance productivity and pabfiity to the extent desired through continuaupiovement

« Expanding international sales subjects the Compantp risks that may have a material adverse effect oits business
Expanding international sales is a part of the Camgfs long-term business strategy. Internation&rapions and sales are subject
to various risks, including political and econoriristability, local labor market conditions, the iogition of foreign tariffs and
other trade barriers, the impact of foreign govezntiregulations and the effects of income and wittiihg taxes, governmental
expropriation and differences in business practitee Company may incur increased costs and experidelays or disruptions
product deliveries and payments in connection witbrnational operations and sales that could cbusseof revenues and
earnings. Unfavorable changes in the politicalutapry and business climate could have a matada¢rse effect on the
Compan’s net sales, financial condition, profitability aash flows

 The Company must effectively execute the Compa’s restructuring plans within expected costsDuring 2009, the Company
announced a combination of restructuring actioas déine designed to reduce excess capacity, exitonbusiness operations &
lower the Company’s cost structure. Effectively @axeng these plans within expected costs and iiagliexpected benefits will
depend upon a number of factors, including the tieggiired to complete planned actions, effec
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collaboration and agreement with the unions repritésg the Company’s employees, the absence of rabigsues associated with
workforce reductions, availability of and effectiuee of third party service providers to assistriplementing the actions,
avoidance of unexpected disruptions in productietention of key employees involved in implementihg restructuring plans
and the ability of the Company to sell or leaseated facilities

e The Company sells its products at wholesale and musly on a network of independent dealers and distbutors to manage
the retail distribution of its products. The Company depends on the capability of its inddpet dealers and distributors to
develop and implement effective retail sales ptansreate demand among retail purchasers for theroyeles and related
products and services that the dealers and distribpurchase from the Company. If the Companydejrendent dealers and
distributors are not successful in these endeattoes, the Company will be unable to maintain omgits revenues and meet its
financial expectations. Further, independent deadad distributors may experience difficulty in dimg their day-today cash flov
needs and paying their obligations because of wesakeetail sales and tightening credit. If deatgesunsuccessful, they may exit
or be forced to exit the business or, in some ¢dlsesCompany may seek to terminate relationshigs eertain dealerships. As a
result, the Company could face additional adveosesequences related to the termination of dedktioaships. Additionally,
liquidating a former dealer’s inventory of new amkd motorcycles can add downward pressure on néwsed motorcycle
prices. Further, the unplanned loss of any of them@any’s independent dealers may lead to inadequatiket coverage for retail
sales of new motorcycles and for servicing previpasld motorcycles, create negative impressiorth@fCompany with its retail
customers, and adversely impact the Com'’s ability to collect wholesale receivables thatassociated with that deal

 The Company's dealers may experience a further decline in retesales resulting from general economic condition:
tightening of credit, political events or other fators. The motorcycle industry has been affected by géee@omic conditions
over which motorcycle manufacturers have littletcoln These factors have caused a weaker retait@ment leading to weaker
demand for discretionary purchases, and the decisipurchase a motorcycle has been and may centinbe affected by these
factors. The related tightening of credit has edibre limited availability of funds from financiglstitutions and other lenders ¢
sources of capital which has adversely affectedcatt continue to adversely affect the abilityretail consumers to obtain loans
for the purchase of motorcycles from lenders, iditilg HDFS. Should general economic conditions otamoycle industry demar
continue to decline, our results of operations famehcial condition may be further substantiallweadsely affected. The
motorcycle industry can also be affected by pdaliteonditions and other factors over which motoleynanufacturers have little
control.

» The Company's dealers may experience a further decline in retbéales resulting from declining prices for used mtorcycles
and excess supplies of new motorcycleBhe Company has observed that prices for used y4Bd&idson motorcycles have
declined in recent years, which has had and magreaento have the effect of reducing demand ametajlrpurchasers for new
Harley-Davidson motorcycles (at manufacturer's asged retail prices). Also, while the Company leeh steps designed to
reduce production of its new motorcycles in anrtffo keep supply in line with demand, the Comparggmpetitors could choose
to supply additional new motorcycles to the madtaeduced prices which could also have the effeotducing demand for new
Harley-Davidson motorcycles (at manufacturer's &sged retail prices). Ultimately, reduced demandragrretail purchasers for
new Harle-Davidson motorcycles leads to reduced shipmentadZompany

» The Company may not be able to successfully execute manufacturing strategy. The Company’s manufacturing strategy is
designed to continuously improve product qualitgrease productivity, reduce costs and increag#iligy to respond to changes
in the marketplace. The Company believes flexibéauafacturing, including flexible supply chains dhekible labor agreements,
is the key element to enable improvements in the@amy’s ability to respond to customers in a céfeictive manner. To
implement this strategy, the Company must be sséules its continuous improveme
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efforts which are dependent on the involvement ahagement, production employees and suppliers.idabjlity to achieve thes
objectives could adversely impact the profitabibfythe Company’s products and its ability to defithe right product at the right
time to the custome

e The Company and its independent dealers must balardhe economies of level production with a more ssanal retail sales
pattern. The Company generally records the sale of a mottgayhen it is shipped to the Company’s independeaters and
distributors. In the past few years, increasedlabiity of Harley-Davidson motorcycles has resdlie the timing of retail
purchases tracking more closely with regional notole riding seasons. The seasonality of the Cowipavholesale shipments
affects its ability to continue to maintain relay level production, inventories and shipmentstighout the year. As a result, the
Company and its independent dealers and distribuast balance the economies of level productidh thie inventory and other
costs associated with a more seasonal retail patesrn. Failure to balance the two, or any failkfrehe Company to adequately
adjust its methods of distributing motorcycles amis independent dealers and distributors, mag lsamaterial adverse effect
the Compan’s business and results of operatic

» The Company relies on third party suppliers to obtén raw materials and provide component parts for ug in the
manufacture of its motorcycles.The Company cannot be certain that it will not eigrece supply problems such as unfavorable
pricing or untimely delivery of raw materials anghtgponents. In certain circumstances, the Compdmsren a single supplier to
provide the entire requirement of a specific pant] a change in this established supply relatipnstaiy cause disruption in the
Company’s production schedule. In addition, thegend availability of raw materials and comporgnrts from suppliers can be
adversely affected by factors outside of the Comjsarontrol such as the supply of a necessary rakeral. Further, Company
suppliers may experience difficulty due to finahomarket disruption in funding their day-to-day ledkow needs because of
tightening credit, and those suppliers who alsweséire automotive industry may be experiencingriiia difficulties due to a
downturn in that industry, which could adverselfeaf their ability to supply the Company. Theseigp risks may have a
material adverse effect on the Comg’s business and results of operatic

« Government actions to stabilize credit markets in Q09 are scheduled to end in 2010 which could havenagative impact on
capital markets. In 2009, the U.S. Government enacted legislatiahaeated several programs to help stabilize cradikets
and financial institutions and restore liquidityciuding the Federal Reserve’s Commercial PapedifgrFacility (CPFF) and the
Federal Reserve Bank of New York’s Term Asset-bddeturities Loan Facility (TALF) program, bothvaliich are scheduled to
expire in 2010. The expiration of these programddbave a negative impact on capital markets amnidl the Company’s access
to capital market funding. These negative consetgemay in turn adversely affect the Company’sriass and results of
operations in various ways, including through higtwsts of capital, reduced funds available throitgyfinancial services
operations to provide loans to independent dealedstheir retail customers, and dilution to exigtamareholders through the use
of alternative sources of capit

» The Company's financial services operations rely on external swces to finance a significant portion of its opertions.
Liquidity is essential to the Company’s financiahgces business. The disruptions in the finanoiatkets since 2008 have caused
many lenders and institutional investors to redar, in some cases, cease to loan money to bosamatuding financial
institutions. The disruption has affected and caddtinue to affect the Company’s choice of finagcsources and its ability to
raise capital on favorable terms or at

The Company'’s financial services operations magdgatively affected by the difficulty in raisingrfding in the long-term and
short-term capital markets. These negative consemsemay in turn adversely affect the Company’sness and results of
operations in various ways, including through higtwsts of capital, reduced funds available throitgyfinancial services
operations to provide loans to independent dealedstheir retail customers, and dilution to exigtamareholders through the use
of alternative sources of capital.
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* The Company's financial services operations are highly dependépn accessing capital markets to fund their operans at
competitive interest rates, the Company’s access tapital and its cost of capital are highly depend# upon its credit
ratings, and any negative credit rating actions wlladversely affect its earnings and results of opations. The ability of the
Company and its financial services operations tesg unsecured capital markets is influenced by shert-term and long-term
credit ratings. If the Company’s credit ratings dosvngraded or its ratings outlook is negativelgroied, the Company’s cost of
borrowing will increase, resulting in reduced eags and interest margins, or the Company’s acoesagital may be disrupted or
impaired.

* The Company's financial services operations are exposed to crigdsk on its retail and wholesale receivablesCredit risk is
the risk of loss arising from a failure by a custwrto meet the terms of any contract with the Camgfsafinancial services
operations. Credit losses are influenced by gemersihess and economic conditions, including unegapént rates, bankruptcy
filings and other factors that negatively affecubehold incomes, as well as contract terms, custoredit profiles and the new
and used motorcycle market. The market turmoiles2@08 has resulted in the tightening of crediacl of consumer confidence,
unemployment and increased market volatility, &livbich have led to an increased level of comméama consumer
delinquencies. The Company'’s financial servicegatmns had higher retail receivables outstandiming 2009 as compared to
2008, due to a reduction in off-balance sheet &sset-backed securitization activity throughout®80d the utilization of on-
balance sheet term asset-backed securitizatiomsgd2009, and therefore retained increasedalance sheet credit risk from re
receivables. Further negative changes in genesithbss, economic or market factors may have ariaddi adverse impact on t
Company’s financial services credit losses andréuaarnings. For example, the Company’s finan@alises operations conduct
business primarily in the United States and, asalt of recessionary conditions in the United &ta&conomy, delinquencies on
receivables that the Company’s financial servigesrations owns or services have increased. Ciexsliek have increased as a
result of a higher frequency of loss and higherage loss per Harley-Davidson branded motorcydaltiag from continued
pressure on values for repossessed Harley-Davigsorded motorcycles. In addition, if there are asweircumstances that
involve a material decline in values of Harley-Di#san-branded motorcycles, those circumstancesyoredated decline in resale
values for Harle-Davidsor-branded motorcycles could contribute to increasdithguencies and credit loss

« The Company has a number of competitors of varyingizes that are based both inside and outside the lted States some ¢
which have greater financial resources than the Copany. Many of the Company’s competitors are more divardithan the
Company, and they may compete in the automotiv&enar all segments of the motorcycle market. Atee, Company’s
manufacturer’s suggested retail price for its motoles is generally higher than its competitorsl #price becomes a more
important competitive factor for consumers in tleavyweight motorcycle market, the Company may l@eaimpetitive
disadvantage. In addition, the Company’s finanséalices operations face competition from varicaskis, insurance companies
and other financial institutions that may have asde additional sources of capital at more cortipetrates and terms,
particularly for borrowers in higher credit tieFailure to adequately address and respond to ttoespetitive pressures worldwi
and in the U.S. may have a material adverse effethe Compar’s business and results of operatic

» The Company’s marketing strategy of appealing to ad growing sales to multi-generational and multi-cufural customers
worldwide may not continue to be successfulhe Company has been successful in marketingdtdyats in large part by
promoting the experience of motorcycling. To sustaid grow the business over the long-term, thegamy must continue to be
successful selling products and promoting the egpee of motorcycling to both core customers anteach customers such as
women, young adults and ethnically diverse ad

 The Company's success depends upon the continued strength oétHarley-Davidson brand. The Company believes that the
Harley-Davidson brand has significantly contributed to shecess of it
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business and that maintaining and enhancing thredhsacritical to expanding its customer base.Ufaito protect the brand from
infringers or to grow the value of the Harley-Dasod brand may have a material adverse effect o@dhepany’s business and
results of operation:

 The Company's ability to remain competitive is dependent upont$ capability to develop and successfully introduceew,
innovative and compliant products.The motorcycle market continues to advance in tefwsitting edge styling and new
technology and, at the same time, be subject teasing regulations related to safety and emissitims Company must continue
to distinguish its products from its competitorsdgucts with unique styling and new technologied &nprotect its intellectual
property from imitators. In addition, these newdurots must comply with applicable regulations waitte and satisfy the
potential demand for products that produce loweissions. The Company must make product advancemdnils maintaining th
classic look, sound and feel associated with Hallayidson products. The Company must also be abiiesign and manufacture
these products and deliver them to the marketptaae efficient and timely manner. There can bassurances that the Company
will be successful in these endeavors or that iegjstnd prospective customers will like or want @@mpan’s new products

» The Company’s Motorcycles segment is dependent upamionized labor . Substantially all of the hourly employees working
the Motorcycles segment are represented by uniothea@vered by collective bargaining agreementsleyedavidson Motor
Company is currently a party to five collective ¢gining agreements with local affiliates of theehmiational Association of
Machinists and Aerospace Workers and the UnitedlBtakers of America that expire March 31, 2012y 29, 2012 and
February 2, 2017. These collective bargaining agezgs generally cover wages, healthcare benefitsetitement plans,
seniority, job classes and work rules. There isenainty that the Company will be successful igat@ating new agreements with
these unions that extend beyond the current expirafates or that these new agreements will bewwng as favorable to the
Company as past labor agreements. Failure to rémese agreements when they expire or to estatb#shcollective bargaining
agreements on terms acceptable to the Companyhanthtons could result in work stoppages or othkol disruptions which m
have a material adverse effect on customer relstips and the Compa’s business and results of operatic

« The Company’s operations are dependent upon attrattg and retaining skilled employees, including exetive officers. The
Company’s future success depends on its continuirability to identify, hire, develop, motivate and reain skilled personnel
for all areas of its organization.The Company’s current and future total compensaioangements, which include benefits and
cash bonuses, may not be successful in attracéngemployees and retaining and motivating the Camyigaexisting employees.
If the Company does not succeed in attracting persioor retaining and motivating existing personiredluding executive
officers, the Company may be unable to developdisitibute products and services and effectivelycexe its plans and
strategies

» The Company incurs substantial costs with respecbtemployee pension and healthcare benefiThe Company’s cash
funding requirements and its estimates of lialeiitand expenses for pensions and healthcare Isefioefiioth active and retired
employees are based on several factors that asgleuhe Company’s control. These factors inclusheling requirements of the
Pension Protection Act of 2006, the rate usedgodalint the future estimated liability, the rateetfirn on plan assets, medical
costs, retirement age and mortality. Changes isetffiectors can impact the expense and cash reagritsrassociated with these
benefits which could have a material adverse etfaduture results of operations, liquidity or sftaslders’ equity. In addition,
costs associated with these benefits put the Coynpiagier significant cost pressure as compared tec@mpetitors that may not
bear the costs of similar benefit pla

» The Company manufactures products that create expose to product liability claims and litigation. To the extent plaintiffs
are successful in showing that personal injuryropprty damage result from defects in the desigmamufacture of the
Compan’s products, the Company may
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subject to claims for damages that are not covieyadsurance. The costs associated with defendiodugt liability claims,
including frivolous lawsuits, and payment of dansgeuld be substantial. The Company'’s reputation ateo be adversely
affected by such claims, whether or not succes

 The Company must maintain its reputation of being agood corporate citizen and treating customers, enigyees, suppliers
and other stakeholders fairly. The Company has a history of good corporate govesaPrior to the enactment of the Sarbanes-
Oxley Act of 2002 (the “Act”), the Company had ilape many of the corporate governance procedugkprtesses now
mandated by the Act and related rules and regulsitisuch as Board Committee Charters and a CogpGmaternance Policy. In
1992, the Company established a Code of Businesdu@bthat defines how employees interact withowegiCompany
stakeholders and addresses issues such as coiithertonflict of interest and fair dealing. Faie to maintain this reputation
may have a material adverse effect on the Cor’s business and results of operatic

e The Company must invest in and successfully impleménew information systems and technologyThe Company is
continually modifying and enhancing its systems tauthnology to increase productivity and efficiendyhen implemented, the
systems and technology may not provide the bereiisipated and could add costs and complicatiomsmgoing operations,
which may have a material adverse effect on the gzoy' s business and results of operatic

* The Company is and may in the future become subjett legal proceedings and commercial or contractualisputes.These
are typically claims that arise in the normal ceun§ business. The uncertainty associated withtaabal unresolved claims and
lawsuits may harm the Company’s business, finamdatition, reputation and brand. The defense efalwsuits may result in the
expenditures of significant financial resources treddiversion of management’s time and attentisayafrom business
operations. In addition, although we are unabléet@rmine the amount, if any, that we may be regutio pay in connection with
the resolution of the lawsuits by settlement oeotfise, any such payment may have a material agheffsct on the Company’s
business and results of operations. Refer to thepaay’s disclosures concerning legal proceedingkeérperiodic reports that the
Company files with the Securities and Exchange Cwsion for additional detail regarding lawsuits artder claims against the
Company

« The Company must comply with governmental laws andegulations that are subject to change and involvsignificant costs.
The Company’s sales and operations in areas outsédd.S. may be subject to foreign laws, regutetiand the legal systems of
foreign courts or tribunals. These laws and paigieverning operations of foreign-based companig mesult in increased costs
or restrictions on the ability of the Company tdl &e products in certain countries. The Compangternational sales operations
may also be adversely affected by United States Effecting foreign trade and taxatic

The Company is subject to income and non-incomedtexes in the United States and in various farpigsdictions. Significant
judgment is required in determining our worldwideome tax liabilities and other tax liabilities.&f@ompany believes that it
complies with applicable tax law. If the governiiag authorities have a different interpretationtbaf applicable law or if there is a
change in tax law, our financial condition andfsults of operations may be adversely affected.

The Company’s domestic sales and operations ajectub governmental policies and regulatory adiohagencies of the United
States Government, including the Environmentaléatodn Agency (“EPA”), SEC, National Highway TraffSafety
Administration, Department of Labor and FederaldEr&ommission. In addition, the Company’s salesapatations are also
subject to laws and actions of state legislatunesaiher local regulators, including dealer stataed licensing laws. Changes in
regulations or the imposition of additional regidas may have a material adverse effect on the @oyip business and results of
operations.

The Company’s motorcycle products use internal agtibn engines. These motorcycle products are sutgjestatutory and
regulatory requirements governing emissions andendncluding standards
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imposed by the EPA, state regulatory agencies, asc@alifornia Air Resources Board, and regulasmgncies in certain foreign
countries where the Compasyhotorcycle products are sold. The Company isslbject to statutory and regulatory requirem
governing emissions and noise in the conduct ofXtmpanys manufacturing operations. Any significant chatggthe regulator
requirements governing emissions and noise maytauiialy increase the cost of manufacturing thenpany’s products. Furthe
in response to concerns about global climate clarije Company may face greater regulatory or met@ressure to develop
products that generate less emissions. This mayreethe Company to spend additional funds on researoduct development,
implementation costs and subject the Company toiskehat the Company’s competitors may resporthése pressures in a
manner that gives them a competitive advantage.

The Company'’s financial services operations areesgwd by various foreign, federal and state laasitiore specifically affect
general financial and lending institutions. Theaficial services operations originate the majoritigsoconsumer loans through its
subsidiary, Eaglemark Savings Bank, a Nevada #tatechartered as an industrial loan company. Th®. Congress is currently
considering several proposals that would imposdtiaddl regulation and supervision over the finahsiervices industry. For
example, the U.S. House Financial Services Comenitéess prepared a discussion draft of legislatiahwould impose additional
oversight over the financial parent of an industdan company. This additional oversight may imguegulation of HDFS and/or
its subsidiaries by the Federal Reserve Board ditiad to its current regulators, the FDIC and estaanking authorities. Failure to
comply with these regulations, changes in thesshmer regulations, or the imposition of additioredulations, could affect HDFS’
earnings, limit its access to capital, limit themher of loans eligible for HDFS securitization prags and have a material adve
effect on HDFS’ business and results of operations.

In addition, the Company is also subject to poticdad actions of the New York Stock Exchange (“NY)SHany major
competitors of the Company are not subject to dggirements of the SEC or the NYSE rules. As altiehie Company may be
required to disclose certain information that maythe Company at a competitive disadvantage foriteipal competitors.

» Breaches of security involving consume’ personal data may adversely affect the Compars reputation, revenue anc
earnings. The Company receives and stores personal informatioonnection with its financial services opeyas, the Harley
Owners Group and other aspects of its businesscBref the systems on which sensitive consumerrirdtion is stored or other
unauthorized release of consumer information magely affect the Company’s reputation and leacldons against the
Company

« The Company is exposed to market risk from changes foreign exchange rates, commaodity prices and ietest rates.The
Company sells its products internationally and wstrmarkets those sales are made in the foreigmigosilocal currency. The
Company is also subject to risks associated widmghs in prices of commodities. Earnings from tben@any’s financial services
business are affected by changes in interest ritesCompany uses derivative financial instrumémesttempt to manage foreign
currency exchange rates, commodity price and isteage risks. Also, these transactions may expede credit risk in the event
of default of a counterparty to the derivative finil instruments. There can be no assurancertiheifuture the Company will
successfully manage these ris

The Company disclaims any obligation to updatedtiRisk Factors or any other forward-looking statetseThe Company assumes no
obligation (and specifically disclaims any suchightion) to update these Risk Factors or any ditrevard-looking statements to reflect
actual results, changes in assumptions or othésriaffecting such forward-looking statements.

ltem 1B. Unresolved Staff Comments
None.
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Item 2. Properties

The following is a summary of the principal opengtproperties of the Company as of December 319:200

Type of Facility
Corporate Office

Museum

Airplane hanga
Manufacturing®

Product Development Cent
Distribution Cente
Manufacturing®

Product Development and Offi
Manufacturing®
Manufacturing®

Office

Office

Manufacturing and Materials Velocity Cen®
Warehoust

Materials Velocity Cente
Manufacturing®
Motorcycle Testing
Motorcycle Testing
Motorcycle Testing

Office and Training Facilit
Manufacturing and Offic(®)
Office

Office and Warehous
Office

Office

Office

Office

Office

Office

Office

Office and Warehous
Manufacturing and Offic™
Warehoust

Product Development Cent
Product Development Cent
Office

Office

Warehoust

Office

Office

Office

Office

Office

Manufacturing®

Motorcycles & Related Products Segment

Approximate

Location Square Feet Status
Milwaukee, WI 515,00( Owned
Milwaukee, WI 130,00 Owned
Milwaukee, WI 14,60C Owned
Wauwatosa, W 430,00( Owned
Wauwatosa, W 409,00 Owned
Franklin, WI 255,000 Owned
Menomonee Falls, W 881,60( Owned
East Troy, WI 79,00( Lease expiring 201
East Troy, WI 40,00( Lease expiring 201
Tomahawk, WI 211,00 Owned
Ann Arbor, Ml 3,400 Lease expiring 201
Cleveland, OF 23,00 Lease expiring 201
Kansas City, MC 450,00 Owned
Kansas City, MC 20,00( Lease expiring 201
Manchester, P/ 191,00 Owned
York, PA 1,351,000 Owned
Talladega, AL 35,00( Lease expiring 201
Naples, FL 82,00 Owned
Yucca, AZ 17,50( Lease expiring 201
Monterrey, Mexicc 8,30(C Lease expiring 201
Manaus, Brazi 82,00( Lease expiring 201
Sao Paulo, Braz 55C Lease expiring 201
Oxford, Englanc 21,00C Lease expiring 201
Leiderdorp, The Netherlan: 9,50C Lease expiring 201
Creteil, France 8,50(C Lease expiring 201
Morfelder-Walldorf, Germany 19,90( Lease expiring 201
Wesseling, Germar 4,400 Lease expiring 201
Sant Cugat, Spai 3,400 Lease expiring 201
Zurich, Switzerlanc 2,00C Lease expiring 201
Lugano, Switzerlan 3,200 Lease expiring 201
Arese, Italy 17,00 Lease expiring 201
Varese, Italy 170,10 Owned
Morazzone, Italy 116,40( Owned
San Marino, Italy 21,00 Owned
San Marino, Italy 5,70C Lease expiring 201
Prague, Czech Repub 1,90C Lease expiring 201
Gurgaon, Indiz 9,40C Lease expiring 201
Yokohama, Japa 15,00( Lease expiring 201
Tokyo, Japal 14,000 Lease expiring 201
Akishima, Japal 13,000 Lease expiring 202
Shanghai, Chin 3,300 Lease expiring 201
Cape Town, South Afric 3,500 Lease expiring 201
Sydney, Australi 21,80( Lease expiring 201
Adelaide, Australie 485,000 Lease expiring 201
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(1) Motorcycle powertrain productiol

(2) Buell® motorcycle assembl

(3) Fiberglass/plastic parts production and paint

(4) Motorcycle parts fabrication, painting and DynapB8gter® and VRSC assembl
(5) Motorcycle parts fabrication, painting and Sof® and touring model assemb
(6) Assembly of select models for the Brazilian mar

(7) MV Agusta® and Cagivé® motorcycle assembl

(8) Motorcycle wheel productiot

During 2009, the Company committed to a combinatibrestructuring activities designed to reduce imibtrative costs, eliminate
excess capacity and exit non-core business opesafidie Company expects that the impact of thesmuuring activities, as well as the
discontinuation of the Buell product line, the Canp’s intent to divest MV and the restructuringled Company’s York, Pennsylvania
operations that the Company has announced, wi# lfae following effects on the Company’s operapingperties:

» The manufacturing facility in Wauwatosa, Wisconsitl be closed and operations consolidated intontfamufacturing facility in
Menomonee Falls, Wisconsin by r-2010.

» The distribution facility in Franklin, Wisconsin lvbe closed and distribution operations consoédathrough a third-party
provider. The transition is expected to be finalibe 2010.

» As aresult of the Company’s decision to stop potida of the Buell product line, the leases for Bheell product development,
office and manufacturing facilities in East Troyjssbnsin were terminated effective 1-2010.

« The manufacturing campus at York, Pennsylvanialvélconsolidated into one facility and focusedhmndore areas of motorcyt
assembly, metal fabrication and paint. Consolidagifiorts began in 2009 and are expected to comtimtil 2012. In addition,
certain areas of the York campus plus the materiltscity center in Manchester, Pennsylvania apeeted to be sold to third-
parties with the sale agreements effective in 20h&. operations of the materials velocity centdl lvd outsourced to a third par

» In early 2009, the Company relocated its previessing operations in Mesa, Arizona to a new facititYucca, Arizona as a first
step towards consolidating all three of its tessitgs. Beginning in 2010 and continuing into 20thg, motorcycle testing facilities
in Talladega, Alabama and Naples, Florida will basolidated into the testing facility at Yucca, Zmna.

» As part of the Company’s 2009 announcement to tive4 the Company will vacate the following locat®upon completion of
the sale: the offices in Wesseling, Germany andahog Switzerland, and the leased portion of theyecbdevelopment center in
San Marino, Italy. The following facilities are eeqied to be sold in conjunction with the divesttof MV: the manufacturing ar
office facilities in Varese, Italy; the warehouseMorazzone, Italy; and the owned portion of thedurct development center in
San Marino, Italy

Financial Services Segment

Approximate

Type of Facility Location Square Feet Status
Office Chicago, IL 26,000 Lease expiring 202
Office Plano, TX 61,50( Lease expiring 201
Office Carson City, NV 100,00 Owned

Storage Carson City, NV 1,60( Lease expiring 201

The Financial Services segment has three offidétfas: Chicago, lllinois (corporate headquarteR)ano, Texas (wholesale, insurance
and retail operations); and Carson City, Nevad@i{rand insurance operations).
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Item 3. Legal Proceeding:

The Company is subject to lawsuits and other clagteted to environmental, product and other msitterdetermining required
reserves related to these items, the Company tigrefalyzes cases and considers the likelihocadokrse judgments or outcomes, as we
the potential range of possible loss. The requiesérves are monitored on an ongoing basis anagpaieted based on new developments or
new information in each matter.

Environmental Protection Agency Noti

The Company has received formal, written requestinformation from the United States Environmeedtection Agency (EPA)
regarding: (i) certificates of conformity for motgrcle emissions and related designations and lafi¢laftermarket parts, and (i) warranty
claims on emissions related components. The Compasigubmitted written responses to the EPA’s iigqaiid has engaged in discussions
with the EPA. It is possible that a result of tHeAZs investigation will be some form of enforcemawtion by the EPA that will seek a fine or
other relief. However, at this time the Companygoet know and cannot reasonably estimate the ingfany remedies the EPA might se

Shareholder Lawsuits:

In re Harley-Davidson, Inc. Securities Litigatigras a consolidated shareholder securities clagmdatvsuit filed in the United States
District Court for the Eastern District of WisconsOn October 2, 2006, the Lead Plaintiffs file@@nsolidated Class Action Complaint,
which named the Company and certain former Compéiigers as defendants, that alleged securitiesviabations and sought unspecified
damages relating generally to the Company’s A@@jl2005 announcement that it was reducing sham-fgoduction growth and planned
increases of motorcycle shipments. On Decembe?d@s, the defendants filed a motion to dismissG@basolidated Complaint. On
October 8, 2009, the judge granted defendants’andt dismiss, and the clerk of court entered juelghadismissing the consolidated lawsuit.
No appeal was taken from the final judgment anddiemissal of the action is now fini

On August 25, 2005, a class action lawsuit allegin¢ations of the Employee Retirement Income Siegutct (ERISA) was filed in the
United States District Court for the Eastern Dgdtaf Wisconsin. On October 2, 2006, the ERISA i filed an Amended Class Action
Complaint, which named the Company, the Harley-Bsen Motor Company Retirement Plans CommitteeCihimpany’s Leadership and
Strategy Council, and certain current or former @any officers or employees as defendants. In genbemERISA complaint included
factual allegations similar to those in the cordatiéd securities class action and alleged on behgHirticipants in certain Harley-Davidson
retirement savings plans that the plan fiduciaiesched their ERISA fiduciary duties. On Decenit&r2006, the defendants filed a motion
to dismiss the ERISA complaint. On October 8, 2@h88,judge granted defendants’ motion to dismisd,the clerk of court entered judgment
dismissing the class action lawsuit. No appeal taksn from the final judgment and the dismissahefaction is now final.

Three shareholder derivative lawsuits were filethim United States District Court for the Easterstiirt of Wisconsin on June 3,
2005, October 25, 2005 (this lawsuit was later mtdtly dismissed) and December 2, 2005, and tveoediolder derivative lawsuits were
filed in Milwaukee County Circuit Court on July 22005 and November 16, 2005, against some or #fieofollowing current or former
directors and officers of the Company: Jeffrey leutein, James L. Ziemer, James M. Brostowitzy\Bdr Allen, Richard |. Beattie, George
H. Conrades, Judson C. Green, Donald A. James|Sarvinson, George L. Miles, Jr., James A. Nalidames A. McCaslin, Donna F.
Zarcone, Jon R. Flickinger, Gail A. Lione, Ronald Wutchinson, W. Kenneth Sutton, Jr. and John AigyeThe lawsuits also nhame the
Company as a hominal defendant. In general, theekbller derivative complaints include factual géieons similar to those in the class
action complaints and allegations that officers dindctors breached their fiduciary duties to tler@any. On February 14, 2006, the state
court consolidated the two state court derivatietioas and appointed Lead Plaintiffs and Lead
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Plaintiffs’ counsel, and on April 24, 2006, the state courérrd that the consolidated state court derivatiti®a be stayed until after motio
to dismiss the federal securities class actiordaoidded. On February 15, 2006, the federal coursaidated the federal derivative lawsuits
with the securities and ERISA actions for admimite purposes. On February 1, 2007, the federat eppointed Lead Plaintiff and Co-
Lead Plaintiffs’ Counsel in the consolidated fedleexivative action.

On November 24, 2009, both federal court derivapiantiffs moved to voluntarily dismiss their lawts and all claims without
prejudice. On November 30, 2009, the federal centtred orders granting the motions and dismigsiedederal court derivative lawsuits
without prejudice, and those cases are now cloBeel parties have agreed that the lead plaintiffienconsolidated state court derivative
action may have until February 19, 2010 to fileaamended complaint in that action and that defersdawaty have until March 26, 2010 to
respond to any amended complaint.

The Company believes the allegations in the statet derivative lawsuit are without merit and itands to vigorously defend against
the suit should the plaintiffs file an amended ctaim. The Company is unable to predict the scapsuécome or quantify their eventual
impact, if any, on the Company. At this time, then@pany is also unable to estimate associated expemgpossible losses. The Company
maintains insurance that may limit its financiapesure for defense costs and liability for an unfable outcome, should it not prevail, for
claims covered by the insurance coverage.

York Environmental Matters:

The Company is involved with government agenciesgmoups of potentially responsible parties in @asi environmental matters,
including a matter involving the cleanup of soitlagroundwater contamination at its York, Pennsyiadacility. The York facility was
formerly used by the U.S. Navy and AMF prior to fhechase of the York facility by the Company fréiF in 1981. Although the
Company is not certain as to the full extent oféhgironmental contamination at the York facilityhas been working with the Pennsylvania
Department of Environmental Protection (PADEP) sit®86 in undertaking environmental investigatiod eemediation activities, including
an ongoing site-wide remedial investigation/fediibstudy (RI/FS). In January 1995, the Compantessd into a settlement agreement (the
Agreement) with the Navy. The Agreement calls fer Navy and the Company to contribute amountsaritast equal to 53% and 47%,
respectively, of future costs associated with emrnental investigation and remediation activitietha York facility (Response Costs). The
trust administers the payment of the Response @usisred at the York facility as covered by therégment.

In February 2002, the Company was advised by the BBt it considers some of the Company’s remealieéictivities at the York
facility to be subject to the EPA’s corrective actiprogram under the Resource Conservation andvegcéct (RCRA) and offered the
Company the option of addressing corrective aatiotier a RCRA facility lead agreement. In July 2088, Y ork facility was designated as
the first site in Pennsylvania to be addressed wth#e*One Cleanup Program.” The program providesee streamlined and efficient
oversight of voluntary remediation by both PADER &PA and will be carried out consistent with thgrdement with the Navy. As a result,
the RCRA facility lead agreement has been supedsede

Although the RI/FS is still underway and substdntizertainty exists concerning the nature and sadpghe additional environmental
investigation and remediation that will ultimatdlg required at the York facility, the Company esties that its share of the future Response
Costs at the York facility will be approximately $5million. The Company has established reservethfs amount, which are included in
accrued liabilities in the Consolidated Balanceettie

The estimate of the Company’s future Response Glstsvill be incurred at the York facility is baken reports of independent
environmental consultants retained by the Comptagyactual costs incurred to date and the estinwtsid to complete the necessary
investigation and remediation activities. Respddssts related to the remediation of soil are exggktd be incurred over a period of several
years ending in 201'Response Costs related to ground water remediatayncontinue for some time beyond 2015.
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Product Liability Matters:

Additionally, the Company is involved in producthbility suits related to the operation of its biesis. The Company accrues for claim
exposures that are probable of occurrence andeasdsonably estimated. The Company also maintasnsance coverage for product

liability exposures. The Company believes thaadsruals and insurance coverage are adequate amatdduct liability will not have a
material adverse effect on the Company’s consaiifihancial statements.

Item 4. Submission of Matters to a Vote of Security Holde
None.
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PART Il

Item 5. Market for Registran’s Common Equity, Related Stockholder Matters argslier Purchases of Equity Securities

Harley-Davidson, Inc. common stock is traded onNle& York Stock Exchange, Inc. The high and low keaprices for the common
stock, reported as New York Stock Exchange, Inenfasite Transactions, were as follows:

200¢ Low High 2008 Low High

First quartel $ 7.9¢ $20.01 First quartel $34.17 $46.6]
Second quarte $12.90 $22.7¢ Second quarte $34.1C $41.7¢
Third quartel $14.9¢ $ 25.5¢ Third quartel $32.1¢  $48.0¢
Fourth quarte $20.7¢ $ 30.0( Fourth quarte $11.5¢ $39.3(

The Company paid the following dividends per share:

2009 2008 2007
First quartel $0.1C  $0.3C  $0.21
Second quarte 0.1C 0.3t 0.2t
Third quartel 0.1C 0.3¢ 0.3C
Fourth quarte 0.1C 0.3¢ 0.3C

$0.4C $1.2¢  $1.0¢

As of February 1, 2010 there were 91,123 sharemloferecord of Harley-Davidson, Inc. common stock.

The following table contains detail related to tepurchase of common stock based on the dateds tharing the quarter ended
December 31, 2009:

Total Number of Shares Maximum Number of
Shares that May Yet Bt
Purchased as Part of

Total Number of Average Price Publicly Announced Purchased Under the
2009 Fiscal Month Shares Purchase Paid per Share Plans or Programs Plans or Programs
September 28 to Novembe! 4,93¢ $ 23 — 22,542,92
November 2 to November : — $ — — 22,542,92
November 30 to December 55,89 $ 29 — 22,542,92
Total 60,83: $ 29 —

The Company has an authorization (originally addjmeDecember 1997) by its Board of Directors fourehase shares of its
outstanding common stock under which the cumulativaber of shares repurchased, at the time ofgmyrchase, shall not exceed the sum
of (1) the number of shares issued in connectidh thie exercise of stock options occurring on ¢erafanuary 1, 2004 plus (2) one percent of
the issued and outstanding common stock of the @agnpn January 1 of the current year, adjustedrigrstock split. The Company did not
purchase shares under this authorization durindptimeh quarter ended December 31, 2009.

In December 2007, the Company’s Board of Direcseqzarately authorized the Company to buy back @010 million shares of its
common stock with no dollar limit or expiration dafAs of December 31, 2009, 16.7 million sharesaiaed under this authorization.

The Harley-Davidson, Inc. 2009 Incentive Stock Rixhibit 10.18) and predecessor stock plans pgrarticipants to satisfy all or a
portion of the statutory federal, state and loci#thlaolding tax obligations arising in connectiorthvplan awards by electing to (a) have the
Company withhold Shares otherwise issuable under
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the award, (b) tender back shares received in atiomewith such award or (c) deliver other previgusvned Shares, in each case having a
value equal to the amount to be withheld. Durirgfthurth quarter of 2009, the Company acquired & ghares of common stock that
employees presented to the Company to satisfy wlitiing taxes in connection with the vesting of nestd stock awards.

Item 12 of this Annual Report on Form 10-K contatestain information relating to the Company’s ¢geiompensation plans.

The following information in this Item 5 is not deed to be “soliciting material” or to be “filed” ¢ the SEC or subject to Regulation
14A or 14C under the Securities Exchange Act o#1@®3to the liabilities of Section 18 of the Setied Exchange Act of 1934, and will not
be deemed to be incorporated by reference intdimy under the Securities Act of 1933 or the S@oes Exchange Act of 1934, except to
the extent the Company specifically incorporatdsyiteference into such a filing: the SEC requiresCompany to include a line graph
presentation comparing cumulative five year Comi8tatk returns with a brodohsed stock index and either a nationally recognizéustry
index or an index of peer companies selected by tihmmpany. The Company has chosen to use the Sth&daoor’s 500 Index as the broad-
based index and the Standard & Poor’s MidCap 4@@xras a more specific comparison. The Standard&'® MidCap 400 Index was
chosen because the Company does not believe thatlaer published industry or line-of-business ddequately represents the current
operations of the Company. The graph assumes arbagiinvestment of $100 on December 31, 2004 hatall dividends are reinvested.

$25D —— Harey-David=on, Inc.
—8— S&P MidCap 400
$200 & S&F 500
$150
-
g —— e
______.__,_’—""'_ﬂ—l—ﬂ- _'_'_'_'_‘__,__—o—'—"'_
$50 =
$0
2004 2005 2006 2007 2008 2009
2004 2005 2006 2007 2008 2009
B & & & & O
Harley-Davidson, Inc 10C 86 11¢ 80 31 47
Standard & Pocs MidCap 400 Inde 10C 11: 124 13t 86 11€
Standard & Pocs 500 Inde) 10C 10t 121 12¢ 81 10z
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ltem 6. Selected Financial Dat:

(In thousands, except per share amounts)
Statement of operations da
Revenue
Motorcycles & Related Produc
Financial Service

Total revenue

Income from continuing operatiol
Loss from discontinued operations, net of

Net (loss) incomi

Weightec-average common share
Basic
Diluted
Earnings per common share from continuing operati
Basic
Diluted
Loss per common share from discontinued operat
Basic
Diluted
(Loss) earnings per common she
Basic
Diluted
Dividends paid per common shz
Balance sheet dat
Total asset
Total debt
Total equity

2009(1).(2) 2008 (1).(2) 2007 (1) 2006 () 2005
$4,287,13I $5,578,41. $5,726,84: $5,800,68!I $5,342,21.
494,77¢ 376,97( 416,19¢ 384,89 331,61¢
$4,781,90! $5,955,38: $6,143,04. $6,185,57 $5,673,83:
$ 70,641 $ 684,23! $ 933,84 $1,597,15: $1,464,96;
(125,75) (29,519 — — —
$ (55,116 $ 654,71¢ $ 933,84 $1,597,15: $1,464,96;
232,57 234,22! 249,20! 264,45; 280,30«
233,57 234,47 249,88 265,27 281,03!
$ 0.3C $ 2.92 $ 3.7 $ 3.94 $ 3.4z
$ 0.3C $ 2.92 $ 3.74 $ 3.9z $ 3.41
$ (0.59) $ (0.13) $ — $ — $ —
$ (059 $ (019 % — % — 3 —
$ (0.29) $ 2.8( $ 3.7F $ 3.94 $ 3.4z
$ (0.29) $ 2.7¢ $ 3.74 $ 3.9¢ $ 3.41
$ 0.40C $ 1.29( $ 1.06( $ 0.81C $ 0.62%
$9,155,51! $7,828,62! $5,656,60! $5,532,15!I $5,255,20!
$5,636,12! $3,914,88 $2,099,95! $1,702,49: $1,204,97.
$2,108,11! $2,115,60: $2,375,49. $2,756,73 $3,083,60!

@ 2009, 2008, 2007 and 2006 results include the amtopf SFAS No. 158, “Employers’ Accounting for Defd Benefit Pension and Other Postretirement Plassf December 31,
2006. SFAS No.158 is codified into ASC Topic 7“Compensatio- Retirement Benefit”
@ 2009 and 2008 total assets include assets of disceql operations of $181.2 million and $238.7 imill respectively
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Item 7. Managemen’'s Discussion and Analysis of Financial Condition drResults of Operation

Harley-Davidson, Inc. is the parent company forghsups of companies doing business as Harley-Bawidlotor Company (HDMC),
Harley-Davidson Financial Services (HDFS), Buelltbtaycle Company (Buell) and MV Agusta (MV). HDMCEgauces heavyweight
custom and touring motorcycles. HDMC manufactuies families of motorcycles: Touring, Dyfa , Softaj Sportste® and VRSC. HDFS
provides wholesale and retail financing and inscegorograms primarily to Harley-Davidson and Baelers and customers.

The Company operates in two business segments:rtjotes & Related Products (Motorcycles) and Fimalrgervices (Financial
Services). The Company’s reportable segments @tegic business units that offer different prodwtd services. They are managed
separately based on the fundamental differenct®inoperations.

The “% Change” figures included in the “Resultgferations” section were calculated using unrourtiigldr amounts and may differ
from calculations using the rounded dollar amoypnésented.

Overview

The Company’s 2009 financial results were affettgdhe difficult economy, as well as costs assediatith restructuring the business.
During 2009, the Company initiated several sigaificrestructuring activities to reduce its cosictire and also initiated a plan to exit the
Buell product line and divest MV. In connection lwthe decision to sell the MV business, its finahogsults have been presented as a
discontinued operation for all periods presented.

Income and diluted earnings per share from contgnoperations in 2009 were $70.6 million and $0r86pectively, each down 89.7%
compared to 2008. The results of continuing openatreflect the effects of lower Harley-Davidsontonoycle shipments, restructuring and
Buell product line exit costs, and non-cash chargksed to Financial Services. The loss from disonied operations, which includes MV’s
operating losses and a fair value adjustment, wa5.8 million net of tax, or $0.54 per diluted shadncluding discontinued operations, the
Company incurred a net loss of $55.1 million, or280per diluted share for 2009.

Retail sales of Harley-Davidson motorcycles by petedent dealers were also impacted by the diffecttnomy. Worldwide retail sales
of new Harley-Davidson motorcycles declined 22. 02009 compared to last year. In 2009, U.S. retdés of Harley-Davidson motorcycles
were down 25.8% and international retail sales wleren 15.4% as compared to 2008. On an industrg-Wwakis, retail sales of heavyweight
motorcycles in the United States declined 36.7%ndu2009.

Please refer to the “Results of Operations 2009 ji2oed to 2008” for additional details concerning tasults for 2009.

(1) Note Regarding Forward-Looking Statements

The Company intends that certain matters discuisstrs report are “forward-looking statements”entled to qualify for the safe harbor from liabilégtablished by the Private Securities
Litigation Reform Act of 1995. These forward-loogistatements can generally be identified as sudlefeyence to this footnote or because the comtetkte statement will include words
such as the Company “believes,” “anticipates,” ‘@eas,” “plans,” or “estimates” or words of similareaning. Similarly, statements that describe fuplaes, objectives, outlooks, targets,
guidance or goals are also forward-looking statémeSuch forward-looking statements are subjecettain risks and uncertainties that could causgahcesults to differ materially from
those anticipated as of the date of this reponta@eof such risks and uncertainties are describatbse proximity to such statements or elsewlirethis report, including under the
caption “Risk Factors” in Item1A and under “Cautioyp Statements” in Item7 of this report. Sharehadpotential investors, and other readers aredutgeonsider these factors in
evaluating the forward-looking statements and ceetil not to place undue reliance on such forwao#litg statements. The forward-looking statementkitfed in this report are made
only as of the date of the filing of this reporefffuary 23, 2010), and the Company disclaims afigatipn to publicly update such forward-looking&ments to reflect subsequent events
or circumstances.
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Restructuring Activities @

During 2009, in response to the U.S. economic séeasand worldwide slowdown in consumer demand Qbmpany committed to a
volume reduction and a combination of restructudngions that are expected to be completed in ZDi2 actions were designed to reduce
administrative costs, eliminate excess capacityeaiitchon-core business operations. The Compaiyrsfeant planned actions include:

» consolidating its two engine and transmission glamthe Milwaukee area into its facility in Menone® Falls, Wisconsit

» closing its distribution facility in Franklin, Wisnisin and consolidating Parts and Accessories amt@l Merchandise
distribution through a third part

» discontinuing the domestic transportation fl¢
» consolidating its vehicle test facilities from tarlocations in Alabama, Arizona and Florida int@ docation in Arizona

» restructuring its York, Pennsylvania motorcycledurction facility to focus on the core operationsrastorcycle assembly, metal
fabrication and paint; ar

e exiting the Buell product line

The 2009 restructuring plans include a reductioapgroximately 2,700 to 2,900 hourly productionifiess and approximately 720
non{production, primarily salaried positions within thktorcycles segment and approximately 100 salgy@sitions in the Financial Servic
segment. These reductions began in 2009 and aeetexjpto be completed during 2011.

During 2009, the Company incurred $224.3 millioméstructuring and impairment expense relatedéselactivities and $44.8 million
in lower gross margins associated with Buell salesntives and inventory adjustments that aremadtided in restructuring charges/expense.
The Company expects total costs related to thesseioturing activities (excluding the $44.8 milliohBuell exit costs affecting gross
margins) to result in one-time restructuring angd&nment expenses of $430 million to $460 millioonfi 2009 to 2012 of which
approximately 30% are expected to be non-cash01®,2he Company expects to incur restructuringeasps of $175 million to $195
million. The Company anticipates annual ongoingltsavings from restructuring of approximately $2dillion to $260 million upon
completion of all announced restructuring actidtiln the near-term, the Company estimates safingsthese restructuring activities,
measured against 2008 spending, to be as follows:

* 2009- $91 million (91% operating expense and 9% cost &3¢

* 2010- $135 million to $155 million (7-80% operating expense anc-30% cost of sales

e 2011- $220 million to $240 million (4-55% operating expense anc-55% cost of sales

e 2012- $230 million to $250 (4-50% operating expense anc-60% cost of sales); ar

* Ongoing upon completic- $240 million to $260 million (4-50% operating expense anc-60% cost of sales

Discontinued Operations

As noted above, the financial results of MV haverbpresented as discontinued operations for abgepresented. During 2009, the
Company wrote down the carrying value of MV's assesulting in a non-cash charge of $115.4 millmr$73.4 million net of related tax
benefits. This write-down included a reductionhe tarrying value of goodwill, intangible assetd &red assets associated with MV and
reduced MV’s net assets to their fair value, letsrated selling costs.
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Outlook @

On January 22, 2010, the Company announced teapécts to ship 201,000 to 212,000 Harley-Davidsotorcycles to dealers and
distributors in 2010 which includes 52,000 to 5D,@@ring the first quarter of 2010. In additione @@ompany announced its expectation for
full-year 2010 gross profit margin of between 32.8f6 33.5%.

Regarding Financial Services, the Company beli#vasactions taken during 2009, including diverisilyHDFS’ debt structure and
improving underwriting standards, will assist HDiRSnoving to profitability during 2010 as the ecampimproves. The Company continues
to believe that HDFS provides a strategic advantagklarley-Davidson by providing a reliable souafdinancing for the Company’s
independent dealer network and dealers’ retailornsts.

Also on January 22, 2010 the Company announcexxjiscted capital expenditures for 2010 to be apprately $235 million to $255
million including approximately $95 million to $1Ifillion for capital expenditures made in connegtwith its restructuring activities in
2010. The Company anticipates it will have theigbib fund all capital expenditures in 2010 withigrnally generated funds.

During 2009, the Company announced its long-tersirtass strategy, centered on the four key pillagga@wth, continuous
improvement, leadership development and sustaihahilnder this strategy, the Company expects igedgrowth through a focus of efforts
and resources on the unique strengths of the Haréeydson brand, and to enhance productivity amditability through continuous
improvement. The strategy focuses Company resoortétarley-Davidson products and experiences, ¢lek@ansion, demographic
outreach and commitment to core customers. In iaddithe Company will continue to expand its ifitias to enhance profitability through
continuous improvement in manufacturing, produstedtgoment and business operations. In connectitimtive announcement of this
strategy, the Company has identified the followlimragg-term factors as measures of success agamptdh:

» Outperform the S&P 500 over the Comp’s planning horizon and longer ter

* International retail motorcycle unit sales to grata faster rate than domestic retail motorcyclesales over the long terr
. The addition of 100 to 150 international independtzaler points through 2014; a
. International retail motorcycle unit sales to extd8% of total retail motorcycle unit sales by 2C

» Retail motorcycle unit sales to core customer baggow over the long term from 2009 levels, biailenotorcycle unit sales to
outreach customers to grow at a faster rate;

» Earnings to grow at a faster rate than revenu@@a0 through 2014 includin

. Productivity savings net of inflation of approxirabt $20 million to $50 million between now and 20T4is is in addition
to estimated annual savings of announced restingtactivities discussed above; €

. Selling, administrative and engineering expensetrease as a percentage of reve
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The following sections include a detailed discussibthe results of operations for 2009 and 2008.

Results of Operations 2009 Compared to 2008

Consolidated Results

(in thousands, except earnings per share) 2009 2008 (Iﬁ]eccrrezassee) Chg)nge
Operating income from motorcycles & related prodl $ 314,05! $ 976,40: $(662,34) (67.6)%
Operating (loss) income from financial servi (117,969 82,76¢ (200,73¢) (242.5)
Operating incom: 196,08 1,059,16 (863,08 (81.5
Investment incom 4,25¢ 11,29¢ (7,042) (62.9)
Interest expens 21,68( 4,542 17,13¢ 377.%
Income before income tax 178,66( 1,065,92. (887,26)) (83.9
Provision for income taxe 108,01 381,68t (273,66) (71.9)
Income from continuing operatiol 70,64 684,23! (613,59/) (89.7)
Loss from discontinued operations, net of incomes (125,75) (29,519 (96,240 326.(
Net (loss) incom $ (55,11¢) $ 654,71¢ $(709,83) (108.9)%
Diluted earnings per share from continuing operest $ 03 $ 2.92 $ (262 (89.7)%
Diluted loss per share from discontinued operat $ (059 $ (0.19) $ (0.4) 315.4%
Diluted (loss) earnings per she $ (0.29 $ 2.7¢ $ (3.09 (108.6%

Operating results for both of the Company’s segserats impacted by the difficult economic environiméfotorcycles operating
income fell 67.8% during 2009 driven by a decraasshipments of Harley-Davidson motorcycles andruesuring charges. Financial
Services operating loss was driven primarily byréased provision for credit losses and a goodwmitiairment. Please refer to the
“Motorcycles and Related Products Segment” anddf@al Services Segment” discussions followingafonore detailed discussion of the
factors affecting operating income.

Interest expense of $21.7 million includes a portid interest expense related to the Company’s $60@lion senior unsecured notes
issued in February 2009. Prior to the end of trst fuarter, the Company transferred the full pedsefrom the issuance to HDFS in order to
fund HDFS’ operations. As HDFS diversified its detriticture through a combination of actions du@6g9 (refer to “Liquidity” for
additional discussion), its funding profile impravéuring the fourth quarter of 2009, HDFS transddrthe full proceeds back to the
Company. As a result, interest expense for 200@diss interest during the periods when the fulcpexls where held outside of HDFS.
Interest expense for the periods when the prooseds held by HDFS is included in financial serviggsrest expense.

The effective income tax rate for 2009 continuipg@tions was 60.5% compared to 35.8% for 2008.ifAd¢rease in the effective
income tax rate was due to a one-time charge ébiaage in Wisconsin tax law, the nondeductible galbédmpairment charge at HDFS and
the impact of reduced earnings. For 2010, the Compapects it effective income tax rate to be apipnately 36.5% for continuing
operations(®

Motorcycles and Related Products Segment

Harley-Davidson Motorcycle Retail Sales

Worldwide independent dealer retail sales of Habayidson motorcycles decreased 22.7% during 208%ared to 2008. Retail sales
continue to be impacted on a global basis by diffieconomic conditions. Retail sales of Har[@gvidson motorcycles decreased by 25.8
the United States and 15.4% internationally during

31



Table of Contents

2009 compared to 2008. On an industry-wide basesheavyweight (651+cc) portion of the market was 36.6% in the United States and
down 19.5% in Europe when compared to 2008. THevfirhg table includes retail unit sales of HarlegsMlson motorcycles:

Harley-Davidson Motorcycle Retail Sales®

Heavyweight (651+cc)
%
2009 2008 Decrease Change
North America Regiol
United State: 162,38! 218,93¢ (56,559  (25.8%
Canade 11,40¢ 16,50: (5,096 (30.9
Total North America Regio 173,79: 235,44. (61,650  (26.2)
Europe Region (Includes Middle East and Afri
Europe® 36,44: 40,72 (4,28])) (10.5)
Other 3,56( 4,317 (757 (7.5
Total Europe Regio 40,00¢ 45,04: (5,039 (11.2)
Asia Pacific Regiol
Japar 13,10¢ 14,65¢ (1,549 (10.6)
Other 9,88/ 10,59¢ (717) (6.7)
Total Asia Pacific Regio 22,98¢ 25,24¢  (2,260) (9.0
Latin America Regiotl 5,85( 8,037 (2,187 (27.2
Total Worldwide Retail Sale 242,63 313,76¢ (71,13) (22.7%

(@) Data source for retail sales figures shown aliswsales warranty and registration informaticovjmted by Harley-Davidson dealers and compilediey@ompany. The Company must
rely on information that its dealers supply conasgrretail sales and this information is subjecteaision. Only Harley-Davidson motorcycles arelied in the Harley-Davidson
Motorcycle Retail Sales dat

(b) Data for Europe include Austria, Belgium, Denmdfinland, France, Germany, Greece, Italy, Nethedahibrway, Portugal, Spain, Sweden, SwitzerlandthadJnited Kingdom

The following table includes industry retail motgete registration data:

Motorcycle Industry Retail Registrations

Heavyweight (651+cc)
%
2009 2008 Decrease Change
United State:® 303,99¢ 479,77¢ (175,78)  (36.6%
Europe®) 313,56¢ 389,69: (76,129 (19.5%

(@) U.S.industry data includes 651+cc models @erivom submission of motorcycle retail sales bghemajor manufacturer to an independent third pdrtys third party data is subject
to revision and update. Industry data includese-wheeled vehicles

(b) Europe data includes Austria, Belgium, Denm&itkland, France, Germany, Greece, ltaly, NetheldaNorway, Portugal, Spain, Sweden, Switzerlarttha United Kingdom.
Industry retail motorcycle registration data ina@sdb51+cc models derived from information provitdgdGiral S.A., an independent agency. This thirdypdata is subject to revision
and update. Industry data includes t--wheeled vehicles

Industry retail registration data for the remainingernational markets has not been presented bed¢he Company does not believe
definitive and reliable registration data is aviaiéaat this time.
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Motorcycle Unit Shipments
The following table includes wholesale motorcycteét shipments for the Motorcycles segment:

%

2009 2008 Decreas¢ Change
United State: 144,46: s48% 206,30¢ 68.% (61,84Y)  (30.0%
International 78,55¢ 35:% _97,17( 320 (18,61) (19.9
Harley-Davidson motorcycle unit 223,020 100 303.47¢ 100.% (80,456 (26.5%
Touring motorcycle unit 84,10¢ 377% 101,88 3369 (17,787 (17.5)
Custom motorcycle units 91,65( 411 140,90¢ 4626 (49,259 (35.0
Sportster motorcycle uni 47,26¢ 212% 60,68 200 (13,419 (22.7)
Harley-Davidson motorcycle unit 223,020 100.% 303,47! 100.% (80,456 (26.5%
Buell motorcycle unit: 9,572 13,11¢ (3,549 (27.0%

* Custom motorcycle units, as used in this tablduuhe Dyna, Softail, VRSC and CVO mode

During 2009, the Company shipped 223,023 Harleyiilsmn motorcycles, a decrease of 80,456 motorcyole®6.5%, from last year.
The Company’s shipments in the U.S. in 2009 coetinto be negatively impacted by the challengingiendc environment. On January 22,
2010, the Company announced that it expects falt 2810 shipments of Harley-Davidson motorcyclaatd be between 201,000 to
212,000 This represents a 5% to 10% reduction 2669 shipments as a result of two key factorstRine Company expects global
economies to remain challenging, specifically ia thS. with continued high unemployment and lowstoner confidence. Second, the
Company expects continued price competition froneotmanufacturers as they reduce excess inventoriparticular, old model year
motorcycles. Additionally, the Company anticipapeice competition at a local level as retailersdisit excess inventory driven by
contraction of the competitive dealer network.

The Company remains committed to balancing suppline with demand for its Harley-Davidson motorgg: The Company believes
that its U.S. independent dealer network carrig@@0 year-end inventory level that was appropiffiatéhe current economic environment.

Segment Results
The following table includes the condensed statérokoperations for the Motorcycles segment (inugends):

(Decrease) %
2009 2008 Increase Change
Revenue

Harley-Davidson motorcycle $3,174,811  $4,244,58  $(1,069,77) (25.29)%

Buell motorcycles 46,514 123,08! (76,577 (62.2)

3,221,322 4,367,67. (1,146,34) (26.2)

Parts & Accessorie 767,27" 858,74 (91,477 (20.7)

General Merchandis 282,21( 313,83 (31,629 (10.7

Other 16,32: 38,15¢ (21,83%) (57.2)

Total revenue 4,287,13 5,578,411 (1,291,28) (23.7)

Cost of goods sol 2,900,93 3,647,27! (746,336 (20.5)

Gross profit 1,386,19 1,931,14. (544,949 (28.2)

Selling & administrative expen: 702,85: 774,13 (71,287 (9.2

Engineering expens 148,31: 168,13: (19,82) (11.¢)

Restructuring expense and other impairm: 220,97¢ 12,47¢ 208,50: N/M

Operating expens 1,072,14. 954,74. 117,39¢ 12.¢
Operating income from motorcycl $ 314,058 $ 976,40. $ (662,34) (67.6%

The net increase in operating expense was primaduigythe Company’s previously announced restrugjuactivities and asset
impairments partially offset by cost reductioniatives. The Company estimates operating
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expense savings related to restructuring actiwtiese approximately $83 million during 2009. Fortfier information regarding the
Companys previously announced restructuring activities assket impairments, refer to Note 4 of Notes togobdated Financial Statemer

The following table includes the estimated impdahe significant factors affecting the comparapitf gross profit from 2008 to 2009

(in millions):

Net Cost of Gross

Revenue Goods Solc Profit
2008 $5,57¢ $ 3,647 $1,931
Volume (1,276 (773 (509
Price 2 — 2
Foreign currency exchange rates and hed (57) (25) (26)
Product mix 67 54 13
Raw material price — (65) 65
Manufacturing cost — 47 47
Buell exit costs (29) 16 (45)
Total (1,29)) (74€) (545)
2009 $ 4,287 $ 2,901 $1,38¢

» Volume decreases were primarily the result of &% decrease in wholesale shipments of H-Davidson motorcycle unit:

» Foreign currency exchange rates and hedging wézetafl by a weakening Euro and Australian doll&atiee to the U.S. dollar

during 2009

»  Product mix benefited revenue and gross profittdueeshift towards the Compe’s higher margin touring motorcycle

» Manufacturing costs increased partially as theltedwa higher fixed cost per unit due to allocagtiixed costs to fewer units.
Additionally, higher manufacturing costs were theult of increasing product cost associated with models and increased
product content, such as new features and optiertseoCompany’s motorcycles. These increased easts partially offset by

productivity gains

» Buell exit costs consist of sales incentives tepehdent dealers and inventory write-downs. Thessatentives lowered revenue

while the inventonywrite-downs increased cost of sal

Financial Services Segment

Segment Results
The following table includes the condensed statesnehoperations for the Financial Services segrfiarthousands):

Increase

%

2009 2008 (Decrease) Change
Interest incomt $ 434,15: $290,08: $ 144,06 49.7%
(Loss) income from securitizatiol (13,67¢) 13,43¢ (27,119 (201.9)
Other income 74,301 73,44¢ 85E 1.2
Financial services reveni 494,77¢ 376,97( 117,80¢ 31.:
Interest expens 283,63¢ 136,76 146,87: 107 .4
Provision for credit losse 169,20¢ 39,55¢ 129,65: 327.¢
Operating expenst 128,21¢ 117,88 10,33: 8.8
Restructuring expens 3,30z — 3,30z N/M
Goodwill impairment 28,38 — 28,38 N/M
Financial services expen 612,74¢ 294,20! 318,54. 108.:
Operating (loss) income from financial servis $(117,969 $ 82,76  $(200,739 (242.5%
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Interest income benefited from higher average Iratad wholesale receivables outstanding, partiafilget by lower wholesale lending
rates. The increase in retail receivables outstandias driven by a reduction in off-balance sheehtasset-backed securitization activity
throughout 2008 due to capital market volatilitylahe utilization of on-balance sheet term assekéd securitization structures during 2009.
The increase in wholesale outstanding receivalei®slted from an increased use of floorplan finapciombined with a higher number of
average days financed. Interest expense was hig€09 due primarily to increased borrowings tpmart the higher average outstanding
retail and wholesale receivables as well as areasegd cost of borrowing as compared to 2008.

During 2009, HDFS recorded a loss from securitiraticompared to income from securitizations dugidg8. The change from 2008
was due to reduced income earned from the investimeatained securitization interests and a laajeer-than-temporary write down of
certain retained securitization interests in 200@gared to 2008. Income earned from the investinengtained securitization interests was
$28.5 million lower due to a reduction in outstargloff-balance sheet term asset-backed securdizatinsactions. There were no b#lanci
sheet term asset-backed securitization transaatmmpleted during 2009 while the Company completeel off-balance sheet term asset-
backed securitization transaction during 2008.tRer2008 off-balance sheet term-asset backed §eatidn transaction, the Company
recognized a $5.4 million loss. In addition, HDESagnized a $45.4 million write down of certairaieed securitization interests during 2
due to higher actual and anticipated credit logsesally offset by a slowing in actual and expeégbeepayment speeds. This compares to an
other-than-temporary impairment of $41.4 million2id08.

HDFS reviews its assumptions for determining thevalue of the investment in retained securitizatinterests each quarter. Key
assumptions include expected losses, prepaymeed sl discount rate. HDFS determines these assunstty reviewing historical trends
and current economic conditions. Given the challepd).S. economy, credit losses on HDF&ail installment loans have increased, and
result, the fair value of retained securitizatinterests has declined, and in some cases thisidéslother-than-temporary. A write-down in
the retained securitization interest generally@spnts a non-cash charge in the period in whishrécorded, but ultimately represents a
reduction in the residual cash flow that HDFS expég receive from its investment in retained siization interests. The fair value of the
investment in retained securitization interests §245.4 million at December 31, 2009.

Other income remained relatively flat in 2009 conegisto 2008. During 2009, the Company recogniz$8.8 million charge to earnin
for the lower of cost or market valuation adjustingfrits finance receivables held for sale priottte reclassification to finance receivables
held for investment as discussed below. This coeptr a lower of cost or market valuation charg®3f.8 million in 2008. This change was
partially offset by a $16.3 million decrease invéging fee income resulting from fewer outstandaffibalance sheet term asset-backed
securitization transactions and lower insurancern@sions in 2009 compared to 2008.

The increase in the provision for credit lossesrdp2009 primarily resulted from the reclassificatiof $3.14 billion of finance
receivables held for sale to finance receivabléd fog investment at the end of the second quaft@009. The reclassification was due to the
structure of the Company’s May 2009 term asset-b@aclecuritization transaction and management'siiitestructure subsequent
securitization transactions in a manner that wowitdmeet the requirements of accounting sale tretnT he reclassification resulted in an
additional provision for credit losses of $72.7Inail. In addition, the provisions for credit losgetated to retail receivables and wholesale
receivables increased by $51.8 million and $2.lionil respectively, over 2008. The increase wamarily the result of higher expected
incidence of loss, lower expected recovery valuesepossessed motorcycles, and an increase imtdreé receivables held for investment.

Annualized losses on HDFS’ managed retail motoeel@dns were 2.86% in 2009 compared to 2.30% f0B20he 30day delinquenc
rate for managed retail motorcycle loans at DecerBhbe2009 increased to 6.51% from 6.29% at Decerdbe2008. Managed retail loans
include loans held by HDFS as well as those salolijh off-balance sheet term asset-backed seairitiztransactions. The year-over-year
increase in credit losses was driven by a higlegjuency of loss and higher average loss per matlgregsulting from
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pressure on values for repossessed motorcyclesCompany expects that HDFS will continue to experéehigher delinquencies and credit
losses as a percentage of managed retail motorogasis into 20100

Changes in the allowance for finance credit losgseBnance receivables held for investment werloligws (in millions):

2009 2008
Balance, beginning of peric $ 40,06¢ $ 30,29
Provision for finance credit loss 169,20¢ 39,55¢
Chargeoffs, net of recoverie (59,199 (29,789
Balance, end of peric $150,08. $ 40,06¢

At December 31, 2009, the allowance for financelitlesses on finance receivables held for investmas $133.3 million for retail
receivables and $16.8 million for wholesale recklga. The allowance for finance credit losses parfce receivables held for investment
$28.4 million for retail receivables and $11.7 ioitl for wholesale receivables at December 31, 2008.

HDFS'’ periodic evaluation of the adequacy of tHeva&nce for finance credit losses on finance readaizs held for investment is
generally based on HDFS’ past loan loss experidaumyn and inherent risks in the portfolio, currenbnomic conditions and the estimated
value of any underlying collateral.

Operating expenses were also impacted by a restingtcharge of $3.3 million in 2009 as detailedNiote 4 of Notes to Consolidated
Financial Statements.

As discussed in Note 5 of Notes to Consolidateduéial Statements, during 2009, the Company redadempairment charge of
$28.4 million related to the goodwill associatedHDFS. As a result of the Company’s lower resalles volume projections and the decline
in operating performance at HDFS during 2009 dusidgoificant write-downs of its loan portfolio aimvestment in retained securitization
interests, the Company performed an impairmentotetste goodwill balance associated with HDFS adurfe 28, 2009. The results of the
impairment test indicated the current fair valugHi8fFS had declined below its carrying value.

Results of Operations 2008 Compared to 2007

Consolidated Results

(Decrease) %
(in thousands, except earnings per share) 2008 2007 Increase Change
Operating income from motorcycles & related prodi $ 976,40: $1,213,39:. $(236,99() (19.9%
Operating income from financial servic 82,76: 212,16¢ (129,40 (61.0)
Operating incom: 1,059,16 1,425,56. (366,399 (25.7)
Investment incom 11,29¢ 22,25¢ (10,967) (49.2)
Interest expens 4,54; — 4,54 N/M
Income before income tax 1,065,92 1,447,81! (381,899 (26.9)
Provision for income taxe 381,68t 513,97¢ (132,29() (25.7)
Income from continuing operatiol 684,23! 933,84: (249,609 (26.7)%
Loss from discontinued operations, net of incomes (29,517 — (29,517 N/M

Net income $ 654,71 933,84 $(279,12)) (29.9%

$
Diluted earnings per share from continuing operes 2.92 $ 3.74 $ (0.8 (21.9%
Diluted loss per share from discontinued operat (0.19) $ — $ (0.13 N/M
Diluted earnings per sha 2.7¢ $ 3.74 $ (0.95 (25.49%

& H B
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Operating income for both of the Company’s segmeats impacted by the difficult economic environmieietuding lower consumer
confidence and significant disruptions in globabital markets. Motorcycles operating income fell53E8 during 2008, driven by a decrease in
shipments of Harleypavidson motorcycles. In addition, lower operatimgome from Financial Services driven by lower s#i@aation income
and a write-down of finance receivables and invesitnm retained securitization interests contridutethe decrease in consolidated income
from operations for 2008.

Investment income was lower during 2008 due tadéherease in average cash and marketable secdiritieg the year. Interest exper
during 2008 relates to debt incurred in connectvith the acquisition of MV.

The Company'’s effective income tax rate for 2008 ®a.8% compared to 35.5% in 2007.

Diluted earnings per share from continuing operetiduring 2008 were down 21.9% from 2007 on lovegrimcome which more than
offset the positive impact of fewer weighted-averapares outstanding. Diluted earnings per shameglR008 were positively impacted by a
decrease in the weighted-average shares outstamndiich were 234.5 million in 2008 compared to 24illion in 2007. The decrease in
weighted-average shares outstanding was drivehéoZompany’s repurchases of common stock over 28672008 through August.

Motorcycles & Related Products Segment

Harley-Davidson Motorcycle Retail Sales

Worldwide retail sales of Harley-Davidson motor@sctecreased 7.1% during 2008 relative to 200AilRstles of Harley-Davidson
motorcycles decreased 13.0% in the United Statde wiowing 10.3% internationally. On an industryde basis, the heavyweight
(651+cc) portion of the market was down 7.0% inlthmited States while growing 0.5% in Europe whempared to the same periods in
2007. The following table includes retail unit satd Harley-Davidson motorcycles:

Harley-Davidson Motorcycle Retail Saleg®

Heavyweight (651+cc)
(Decrease
%
2008 2007 Increase Change
North America Regiol
United State: 218,93¢ 251,77. (32,83 (13.0%
Canade 16,50: 14,77¢ 1,72 11.7
Total North America Regio 235,44: 266,55. (31,110 (11.7)
Europe Region (Includes Middle East and Afri
Europe® 40,72  38,86¢ 1,85¢ 4.8
Other 4,317 3,43¢ 881 25.€
Total Europe Regio 45,04:  42,30: 2,74C 6.5
Asia Pacific Regiol
Japar 14,65¢ 13,76¢ 88¢ 6.5
Other 10,59¢ 9,68¢ 90€ 9.4
Total Asia Pacific Regio 25,24¢  23,45¢ 1,79¢ 7.7
Latin America Regiot 8,037 5,467 2,57( 47.C
Total Worldwide Retail Sale 313,76¢ 337,77: (24,009 (7.2)%

(@) Data source for retail sales figures shown aliswsales warranty and registration informaticovjmted by Harley-Davidson dealers and compilediey@ompany. The Company must
rely on information that its dealers supply conasgrretail sales and this information is subjectewision and update. Only Harley-Davidson motokeyare included in the Harley-
Davidson Motorcycle Retail Sales de

(b) Data for Europe include Austria, Belgium, Denmdfinland, France, Germany, Greece, Italy, Nethedahibrway, Portugal, Spain, Sweden, SwitzerlandthadJnited Kingdom
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The following table includes industry retail motgete registration data:

Motorcycle Industry Retail Registrations

Heavyweight (651+cc)
(Decrease
%
2008 2007 Increase Change
United State® @ 479,77¢ 516,08 (36,304 (7.0%
Europe®© @ 389,69. 387,94 1,74¢ 0.5%

(@) 2008 U.S. industry data includes three-wheedgdcles. The Company did not ship three-wheeléddclkes until 2008 and does not believe three-whkedhicle retail registrations
were significant in the U.S. for 200

(b) U.S.industry data includes 651+cc models @etifrom submission of motorcycle retail sales bghemajor manufacturer to an independent third pdtys third party data is subject
to revision and updat

(c) Europe data includes Austria, Belgium, Denmé&ithland, France, Germany, Greece, Italy, NetheldaNorway, Portugal, Spain, Sweden, Switzerlarttha United Kingdom.
Industry retail motorcycle registration data ina@sdb51+cc models derived from information provitdgdSiral S.A., an independent agency. This thirtypdata is subject to revision
and update

(d) 2008 and 2007 Europe industry data includes -wheeled vehicles

Industry retail registration data for the remainintgrnational markets has not been presented bedhe Company does not believe
definitive and reliable registration data is avaléaat this time.

Motorcycle Unit Shipments
The following table includes wholesale motorcycteét shipments for the Motorcycles segment:

(Decrease
%

2008 2007 Increase Chaonge
Motorcycle Unit Shipments
United State: 206,30¢ 68.% 241,53¢ 731% (35,230 (14.%
International 97,17C 320 _89,08( 26.c% 8,09( 9.1
Harley-Davidson motorcycle unit 303,47¢ 100.% 330,61¢ 1000% (27,140 (8.2
Touring motorcycle unit 101,88 33.6% 114,07¢ 345 (12,189  (10.7)
Custom motorcycle units 140,90t 464 144,50° 43.9% (3,599 (2.5
Sportster motorcycle uni 60,68: 20.0% _72,03¢ 216 (11,359 @ (15.9)
Harley-Davidson motorcycle unit 303,47¢ 100% 330,61¢ 100.% (27,140 (8.2
Buell motorcycle unit: 13,11¢ 11,51¢ 1,60¢ 13.9%

* Custom motorcycle units, as used in this tablduahe Dyna, Softail, VRSC and CVO mode

During 2008, the Company shipped 303,479 Harleyixmn motorcycles, a decrease of 27,140 motorcyole8.2%, from last year.
The Company’s shipments in the U.S. in 2008 coetinio be negatively impacted by the challengingienuc environment, but were
consistent with the Company’s expectations to 88j000 to 27,000 fewer Harley-Davidson motorcy@e®008 than were shipped in 2007.
The Companys shipments in international markets grew durind®@nd the percentage of units shipped to intenmmalt customers increase
consistent with the Company'’s strategic focus abagl markets.
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Segment Results

The following table includes the condensed statérokoperations for the Motorcycles segment (inudends):

Net Revenue

Harley-Davidson motorcycle

Buell motorcycles

Parts & Accessorie
General Merchandis
Other

Net revenue

Cost of goods sol
Gross profit

Selling & administrative expen:

Engineering expens
Restructuring expens

Operating expens
Operating income from motorcycl

(Decrease) %

2008 2007 Increase Change
$4,244,58  $4,433,571  $(188,989) (4.9%
123,08! 100,53 22,55 22.4
4,367,67. 4,534,110 (166,43 (3.7
858,74t 868,29 (9,549 (1.2)
313,83 305,43! 8,40¢ 2.8

38,15¢ 19,00¢ 19,15( 100.¢
5578,41.  5726,84  (148,43) (2.6)
3,647,27! 3,612,74: 34,52: 1.C
1,931,14. 2,114,100  (182,95() (8.7)
774,13! 710,06! 64,07( 9.C
168,13: 190,64 (22,51)) (11.6)
12,47¢ — 12,47¢ N/M
954,74. 900,70¢ 54,03 6.C
$ 976,40 $1,213,39, $(236,99)  (19.5%

The net increase in operating expense was primauiyto higher international operating costs asgediwith the Company’s
international growth and a $12.4 million restrugtgrcharge incurred by the Company during 2008 f¢&te 4 of Notes to Consolidated

Financial Statements for further discussion).

The following table includes the estimated impdahe significant factors affecting the comparapitf gross profit from 2007 to 2008

(in millions):

2007
Volume
Price

Foreign currency exchange rates and hed

Product mix
Raw material price
Manufacturing cost
Other
Total
2008

Net Cost of Gross
Revenue Goods Sol( Profit
$5,727 $ 3,61 $2,11¢

(339 (152) (18€)

21 — 21
95 28 67
70 42 28
— 23 (23)
— 94 (94)
4 — 4

(149 34 (189
$5,57¢ $ 3,64 $1,931

* Volume decreases to revenue and cost of goodsaake primarily the result of the 8.2% decrease amlé/-Davidson motorcycle

units.

» Foreign currency exchange rates and hedging wézetefl primarily by a strengthening of the Euratigke to the U.S. dollar

during 2008

»  Product mix benefited revenue and gross profittdueshift away from the Company’s Sportster motoles to custom

motorcycles
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» Manufacturing costs increased partially as theltedwa higher fixed cost per unit due to allocagtiixed costs to fewer units.
Additionally, higher manufacturing costs were theult of increasing product cost associated with models and increased
product content, such as new features and optioriseoCompar’s motorcycles

Financial Services Segment

Segment Results
The following table includes the condensed statesn@hoperations for the Financial Services segrfiarthousands):

Increase %

2008 2007 (Decrease) Change
Interest incom $290,08: $196,80: $ 93,28( 47.2%
Income from securitizatior 13,43¢ 97,57¢ (84,137 (86.2)
Other income 73,44¢ 121,81 (48,369 (39.7)
Financial services incon 376,97( 416,19¢ (39,22¢) (9.9
Interest expens 136,763 81,47¢ 55,28¢ 67.¢
Provision for credit losse 39,55¢ 11,25: 28,30: 251t
Operating expenss 117,88 111,30( 6,58 5.9
Financial services expen 294,20! 204,02° 90,17¢ 44.2
Operating income from financial servic $ 82,768 $212,16¢  $(129,409) (61.0%

Interest income benefited from higher average Iretdastanding receivables, partially offset by lowéolesale lending rates and sligt
lower average wholesale outstanding receivablésrdat expense was higher due to increased bomgewinsupport growth in outstanding
retail receivables, partially offset by lower baosiag rates. The increase in retail receivablestanting was driven by a reduction in term
asset-backed securitization activity during 2008 thucapital market volatility.

Income from securitizations during 2008 was lowecampared to 2007 due to a $41.4 million write-daf certain retained
securitization interests during 2008, a loss orfitlse quarter 2008 securitization transaction #mlabsence of a securitization transaction in
the last three quarters of 2008. This comparesh® @& million write-down and three securitizatioartsactions completed in 2007.

During 2008, HDFS sold $540.0 million in retail raotycle loans in a securitization transaction auwbgnized a loss of $5.4 million, or
0.99% as a percentage of loans sold. This compau@gain as a percentage of loans sold of 1.42%3®.0 million, on $2.53 billion of loans
securitized in 2007. The loss in 2008 was drivelinioyeased securitization funding costs due totahpiarket volatility and higher projected
credit losses. In the 2008 securitization transactHDFS retained $54.0 million of the subordinagedurities issued by the securitization
trust. The subordinated securities that were rethfrave been included in the investment in retaseedritization interests (a component of
finance receivables held for investment) in the €btidated Balance Sheets. The cash proceeds f@2008 securitization transaction are
of the cost of the retained subordinated securities

Income from securitizations was also negativelyaoipd in 2008 by a $41.4 million write down of edmtretained securitization
interests. The write downs, which occurred in Janeé December of 2008 and are considered permangairiments, resulted from a decline
in the fair value of certain retained securitizatinterests due to higher actual and anticipateditlosses on those securitization portfolios
and an increase in the discount rate from 12% % kB8the fourth quarter of 2008. This comparesrtdnapairment charge of $9.9 million
incurred in 2007. The fair value of the investmiantetained securitization interests was $330. Tionilat December 31, 2008.
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Other income decreased during 2008 as compare@Dib @imarily due to a $37.8 million charge to éags from the lower of cost or
market value of its finance receivables held fée sSllDFS used discounted cash flow methodologiestimnate the fair value of finance
receivables held for sale that incorporate appat@rssumptions for discount rate, funding costscaadit enhancement, as well as estimates
concerning credit losses and prepayments thataimagement’s judgment, reflect assumptions markeggdarticipants would use. Any
amount by which cost exceeds fair value is accalftteas a valuation adjustment with an offsettteeoincome. The decline in fair value
below cost was due to higher projected credit lmssereased funding costs and an increased discaignin the fourth quarter of 2008 from
12% to 18%.

The $28.3 million increase in the provision forditéosses primarily relates to an increase inrétail and wholesale receivable
provisions of $20.9 million and $7.0 million, resgigely.

Annualized losses on HDFS’ managed retail motoecl@dns were 2.30% in 2008 compared to 1.91% fo7 20he 30day delinquenc
rate for managed retail motorcycle loans at DecerBhe2008 increased to 6.29% from 6.15% at Decerdbe2007. Managed retail loans
include loans held by HDFS as well as those salolidph securitization transactions. The increadesses was primarily due to a higher
incidence of loss resulting from an increase irindglent accounts.

Changes in the allowance for finance credit losseinance receivables held for investment werloliews (in millions):

2008 2007
Balance, beginning of peric $ 30,29¢ $27,28:
Provision for finance credit loss 39,55¢ 11,25:
Chargeoffs, net of recoverie (29,789 (8,240
Balance, end of peric $ 40,06¢ $30,29¢

At December 31, 2008, the allowance for financélitlesses on finance receivables held for investm&as $28.4 million for retail
receivables and $11.7 million for wholesale reckiga. The allowance for finance credit losses parfce receivables held for investment
$25.9 million for retail receivables and $4.4 naiflifor wholesale receivables at December 31, 2007.

Other Matters

New Accounting Standards Not Yet Adopted

In June 2009, the Financial Accounting Standardsr8¢FASB) issued Statement of Financial AccounStandards (SFAS) No. 166,
“Accounting for Transfers of Financial Assets, amemdment of FASB Statement No. 140.” SFAS No. I6érads the guidance within ASC
Topic 860, “Transfers and Servicing,” primarily lgmoving the concept of a qualifying special pugpestity as well as removing the
exception from applying FASB Interpretation No. RB(“Consolidation of Variable Interest Entities/pon the effective adoption date,
formerly qualifying special purpose entities (afirked under previous accounting standards) musiviaduated for consolidation within an
entity’s financial statements. Additionally, the guidamgthin ASC Topic 860 will require enhanced disclosiabout the transfer of financ
assets as well as an entity’s continuing involvetméany, in transferred financial assets.

In June 2009, the FASB issued SFAS No. 167, “Amestmto FASB Interpretation No. 46(R).” SFAS No7Hnends the guidance
within ASC Topic 810, “Consolidationsily adding previously considered qualifying spepiapose entities (the concept of these entities
eliminated by SFAS No. 166). In addition, compamiasst perform an analysis to determine whethectimepany’s variable interest or
interests give it a controlling financial inter@sta variable interest entity. Companies must eds®sess on an ongoing basis whether the
company is the primary beneficiary of a variableiast entity.
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The Company is required to adopt the new guidanogamed within ASC 810 and ASC 860 as of JanuaB010. The new guidance
will require consolidation of the existing qualifig special purpose entities (QSPES) that are mo¢mtly recorded on the Company’s
Consolidated Balance Sheet, resulting in an estidhisiicrease in finance receivables and debt ofdfilBon. Consolidation of currently
unconsolidated QSPEs will also result in an ine@eaghe allowance for finance credit losses farlgeconsolidated finance receivables al
with changes to the timing and line item reportifigncome and expense in the Company’s Consolidatattment of Operations.
Additionally, as part of the consolidation of thésence receivable securitization trusts, the stweent in retained securitization interests will
be eliminated and no future valuations will be fieegt In accordance with the new guidance, the Gomill initially measure the assets
and liabilities of the former QSPEs at their camgyivalues (the amounts at which the asset anditiebiwould have been carried in the
Consolidated Financial Statements if ASC Topic Ba@ been effective when the Company first met tmalitions as the primary
beneficiary).

The cumulative effect of adopting these new acdogrgtandards as of January 1, 2010, based oncfadénformation as of
December 31, 2009, would result in an estimatedezgde after-tax charge to retained earnings imahge of $35.0 million to $45.0 million,
which includes the impact of establishing the alitillowance for finance credit losses. The admalct of adopting the new accounting
standards on January 1, 2010 could differ as skwrcartainties in the application of these newdtads are resolved. The Company doe
believe the consolidation of the QSPEs will cause-compliance with its or HDFS’ debt covenants.

Critical Accounting Estimates

The Company'’s financial statements are based oseleetion and application of significant accougtiolicies, which require
management to make significant estimates and aggmmapManagement believes that the following ame of the more critical judgment
areas in the application of accounting policies tharently affect the Company’s financial conditiand results of operations. Management
has discussed the development and selection of thrgcal accounting estimates with the Audit Corttee of the Board of Directors.

Goodwill- The Company reviews its goodwill for impairmdvaised on financial data related to the reportirigtarwhich it has been
assigned, at least annually and whenever everfsamges in circumstances indicate that the carnyahge may not be recoverable. The
impairment test involves comparing the fair val@i¢he reporting unit associated with the goodvalits carrying value, including goodwill. If
the carrying amount of the reporting unit excedsléair value, goodwill must be adjusted to its lieg fair value. In determining the fair val
of a reporting unit, the Company utilizes widelcepted techniques such as discounted cash flowoaethgies which require the Company
to make assumptions and apply judgment to estimatzro economic factors, industry economic factosthe future profitability of current
business strategies. Changes in these factorsas@nahsignificant impact on the impairment evabrati

Asset Groups to Be Disposed of by Saksset groups (assets and liabilities to be disppad together as a group in a single transaction)
classified as “held for sale” are measured ataket of carrying amount or “fair value less cosséll” and a loss should be recognized for
any initial adjustment required to reduce the dagyamount to the “fair value less cost to sellthe period the “held for sale” criteria are
met. The “fair value less cost to sell” must beeased each reporting period the asset group remassified as “held for sale.” Gains or
losses not previously recognized resulting fromshle of an asset group will be recognized on #ie df sale. In determining the fair value
an asset group representing a business, the Comiiimgs widely accepted techniques such as digeolicash flow methodologies which
require the Company to make assumptions and apg@gnjent to estimate macro economic factors, ingestonomic factors and the future
profitability of current business strategies. Chesin these factors can have a significant impa¢he impairment evaluation. In addition, the
determination of fair value for an asset group Hefdsale may be influenced by information receiffesin market participants (interested
buyers) having appropriate knowledge of the assety The appropriate level of knowledge may nobbginable solely from public
observations, but could be obtained in the coufsermrmal due diligence process.
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Off-Balance Sheet Finance Receivable Securitizatidprior to 2009, the Company sold retail motorcyolns through securitization
transactions utilizing Qualifying Special Purpostifies (QSPES) as defined by ASC Topic 860-40 fifars to Qualifying Special Purpose
Entities” (ASC Topic 860-40). Upon sale of retaiahs in a securitization transaction, HDFS receoash and retained an interest in excess
cash flows, subordinated securities, and cashwesgcount deposits, all of which are collectivedferred to as retained interests in the
securitized receivables. Retained interests amgedaat fair value and are periodically reviewedifopairment. Market value quotes of fair
value are generally not available for retainedredés. Therefore, fair value is measured usingodisted cash flow methodologies that
incorporate management’s best estimate of key gssums that, in management’s judgment, reflectassumptions marketplace participants
would use. The impact of changes to key assumpttosisown in Note 7 of Notes to Consolidated Finargtatements. HDFS retains
servicing rights under retail loans that it hasidolthe securitization trust and receives a sangitee. The servicing fee paid to HDFS is
considered adequate compensation for the servicgglpd and is included in financial services raxenas earned.

Gains or losses on securitizations from the saletafl loans were recorded as a component of filshservices revenue and were be
in part on certain assumptions including expecteditlosses, prepayment speed and discount a#ss or losses on sales of retail loans
also depended on the original carrying amount efrétail loans, which were allocated between tsetassold and the retained interests based
on their relative fair value at the date of transfe

Valuation of Finance Receivables Held for Saleinance receivables held for sale in the aggeegate carried at the lower of cost or
estimated fair value. HDFS used discounted cash il@thodologies to estimate the fair value of fceneceivables held for sale that
incorporated appropriate assumptions for discoatet, funding costs and credit enhancement, asasalstimates concerning credit losses
prepayments that, in management’s judgment, refttassumptions marketplace participants wouldAisg . amount by which cost exceeded
fair value was accounted for as a valuation adjastrwith an offset to other income.

Allowance for Finance Credit Losses on Finance Retxdes Held for Investmert The allowance for uncollectible accounts is
maintained at a level management believes is adequaover the losses of principal in the exisfingnce receivables held for investment
portfolio. Management's periodic evaluation of #dequacy of the retail or other small balance hanegus loan allowance is generally
based on HDFS’ past loan loss experience, knowrirdretent risks in the portfolio, current economianditions and the estimated value of
any underlying collateral. HDFS’ wholesale and otlaege loan allowance policy is based on a loaxeay review which considers the
specific borrowers ability to repay and the estedatalue of any underlying collateral.

Product Warranty- Estimated warranty costs are reserved for eadhroyale at the time of sale. The warranty resés\an estimated
cost per unit sold based upon historical Compaaiyrctata used in combination with other known fexctbat may affect future warranty
claims. The Company updates its warranty estinigiasterly to ensure that the warranty reservedased on the most current information
available.

The Company believes that past claim experieng®lisative of future claims; however, the factoffeeting actual claims can be
volatile. As a result, actual claims experience mifer from estimated which could lead to matedhhnges in the Company’s warranty
provision and related reserves. The Company’s wariéability is discussed further in Note 1 of Mstto Consolidated Financial Statements.

Pensions and Other Postretirement Benefilthe Company has several defined benefit pendansand several postretirement
healthcare benefit plans, which cover substantallgmployees of the Motorcycles segment. The Gowiralso has unfunded supplemental
employee retirement plan agreements (SERPA) wittaiceemployees which were instituted to replacedlies lost under the Tax Revenue
Reconciliation Act of 1993. Pension, SERPA and misement healthcare obligations and costs aeutakd through actuarial valuations.
The valuation of benefit obligations and net peiddzknefit costs relies on key assumptions inclgdiiscount rates, lontgrm expected retu
on plan assets, future compensation and healtlecatdrend rates.
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The Company determines its discount rate assungphbgmeferencing high-quality long-term bond rétes are matched to the duration
of its own benefit obligations. Based on this asalythe discount rate for pension and SERPA otitiga was decreased from 6.1% as of
December 31, 2008 to 6.0% as of December 31, Z0@9discount rate for postretirement healthcargabbns was decreased from 6.1% to
5.65%. The Company determines its healthcare tasadmption for the postretirement healthcare ofitigdy considering factors such as
estimated healthcare inflation, the utilizatiorheflthcare benefits and changes in the healthaof pdrticipants. Based on the Company’s
assessment of this data as of December 31, 200€,dmpany lowered its healthcare cost trend rafe5% from 8% as of December 31,
2008. The Company expects the healthcare cost tegado reach its ultimate rate of 5% beginning@14.() These assumption changes
were reflected immediately in the benefit obligatand will be amortized into net periodic benedists over future periods.

The following information is provided to illustrathe sensitivity of pension and postretirementtheake obligations and costs to
changes in these major assumptions (in thousands):

Impact of a 1%

Amounts base( Impact of a 1% increase in the
healthcare cos
on current decrease in the
assumptions discount rate trend rate
2009 Net periodic benefit cost
Pension and SERP $ 84,77( $ 22,74 n/e
Postretirement healthca $ 34,30 $ 2,29¢ $ 1,082
2009 Benefit obligations
Pension and SERP $ 1,284,72; $ 186,37: n/e
Postretirement healthca $ 377,28. $ 37,18( $ 11,387

This information should not be viewed as predicti¥éuture amounts. The calculation of pension, BBRind postretirement healthcare
obligations and costs is based on many factorddiitian to those discussed here. This informatioousd be considered in combination with
the information provided in Note 12 of Notes to €olidated Financial Statements.

Stock Compensation CostS he total cost of the Company’s shaeesed awards is equal to the grant date fair yadgu@ward multiplie
by the number of awards granted (adjusted for ftonfes). This cost is recognized as expense oragyhkt-line basis over the service periods
of the awards. Forfeitures are initially estimalbeded on historical Company information and subsetlyyupdated over the life of the awards
to ultimately reflect actual forfeitures. As a ritssahanges in forfeiture activity can influence thmount of stock compensation cost
recognized from period to period.

The Company estimates the fair value of option d&ais of the grant date using a lattice-basedmptituation model which utilizes
ranges of assumptions over the expected term aftiens, including stock price volatility, dividéryield and risk free interest rate.

The valuation model uses historical data to esgnogtion exercise behavior and employee terminatibhe expected term of options
granted is derived from the output of the optiolusion model and represents the average peritichefthat options granted are expected to
be outstanding.

The Company uses a weighted-average of histonchlraplied volatility to determine the expectedatdity of its stock. The implied
volatility is derived from options that are actiyétaded and the market prices of both the tragetithios and underlying shares are measur
a similar point in time to each other and on a dessonably close to the grant date of the empleliaee options. In addition, the traded
options have exercise prices that are both (a)}theamoney and (b) close to the exercise prich@ftmployee share options. Finally, the
remaining maturities of the traded options on whrahestimate is based are at least one year.
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Dividend yield was based on the Company’s expedtedend payments and the risk-free rate was basdtie U.S. Treasury yield
curve in effect at the time of grant.

Changes in the valuation assumptions could resatdignificant change to the cost of an individyation. However, the total cost of
award is also a function of the number of awardstgd, and as result, the Company has the allitpntrol the cost of its equity awards by
adjusting the number of awards granted.

Income Taxes The Company accounts for income taxes in accoedaith ASC Topic 740, “Income Taxes.” Deferred #ssets and
liabilities are recognized for the future tax capsences attributable to differences between firsstatement carrying amounts of existing
assets and liabilities and their respective taxedasnd operating loss and other loss carry-forw@derred tax assets and liabilities are
measured using enacted tax rates expected to &pfayable income in the years in which those tenayodifferences are expected to be
recovered or settled.

The Company is subject to income taxes in the dritates and numerous foreign jurisdictions. Sigaift judgment is required in
determining the Company’s worldwide provision focéome taxes and recording the related deferreddsats and liabilities. In the ordinary
course of the Company’s business, there are triosa@nd calculations where the ultimate tax deteation is uncertain. Accruals for
unrecognized tax benefits are provided for in adance with the requirements of ASC Topic 740. Areaagnized tax benefit represents the
difference between the recognition of benefitstezlao exposure items for income tax reporting psgs and financial reporting purposes.
The unrecognized tax benefit is included withinesttong-term liabilities in the Consolidated Balargheets. The Company has a reserve for
interest and penalties on exposure items, if applés which is recorded as a component of the thiecmme tax provision. The Company is
regularly under audit by tax authorities. Althoublke outcome of tax audits is always uncertain, gameent believes that it has appropriate
support for the positions taken on its tax retwnd that its annual tax provision includes amosufficient to pay any assessments.
Nonetheless, the amounts ultimately paid, if apgnresolution of the issues raised by the taxing aitthe may differ materially from the
amounts accrued for each year.

Contractual Obligations

A summary of the Company’s expected payments fprificant contractual obligations as of DecemberZI09 is as follows (in
thousands):

2010 2011 - 2012 2013 - 2014 Thereafter Total
Principal payments on de $1,522,09¢ $1,890,23. $1,225,43. $ 998,37! $5,636,12!
Interest payments on de 265,68 452,54° 291,42: 235,16° 1,244,82.
Operating lease paymer 11,98¢ 12,02: 8,55¢ 17,00: 49,56¢

$1,799,76. $2,354,80. $1,525,41° $1,250,54  $6,930,52

As described in Note 13 of Notes to ConsolidatethRcial Statements, as of December 31, 2009, thgp@oy classified $378.2 million
related to its unsecured commercial paper andldbdb Credit Facilities (as defined in “Liquiditynd Capital Resources”) as long-term debt
as of December 31, 2009. This amount is classégelbng term because it is supported by the GlGbadit Facilities and is expected to
remain outstanding for an uninterrupted period rediteg beyond one year; accordingly, the Companyasasmed that this amount will be
repaid in 2011.

As described in Note 13 of Notes to ConsolidatethRcial Statements, as of December 31, 2009, thgp@oy classified $205.0 million
related to its Global Credit Facilities as currpattion of long-term debt as of December 31, 2008s amount relates to the Company’s
investment in MV and subsequent working capitalaambes. This amount is classified as current podfdong-term debt as the Company
anticipates that it will be repaid in 2010.
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Interest obligations include the impact of intemagé hedges outstanding as of December 31, 26@9ekt for floating rate instruments,
as calculated above, assumes December 31, 208%eatain constant.

As of December 31, 2009, the Company had no mafariahase obligations other than those creatélddrordinary course of business
related to inventory and property, plant and eq@pnwhich generally have terms of less than 90.days

The Company has longrm obligations related to its pension, SERPA postretirement healthcare plans at December 38. ZD@ring
2009, the Company contributed $233.2 million tqpigmision, SERPA and postretirement healthcare plaresCompany is currently
evaluating additional contributions to further futglpension plans even though no additional cbuations are required in 2010. The
Company expects it will continue to make on-goingtdbutions related to current benefit paymentsSBRPA and postretirement healthcare
plans. The Company’s expected future contributiorthese plans are provided in Note 15 of NoteSdnsolidated Financial Statements.

As described in Note 14 of Notes to ConsolidatethRcial Statements, the Company has unrecognixdukteefits of $77.8 million and
accrued interest and penalties of $27.4 millionfaBecember 31, 2009. However, the Company canaéera reasonably reliable estimate
for the period of cash settlement for either th@.87million of liability of unrecognized tax benefior accrued interest and penalties of $27.4
million.

Off-Balance Sheet Arrangements

As part of its term asset-backed securitizatiompam prior to 2009, HDFS transferred retail motateyloans to a special purpose
bankruptcy-remote wholly-owned subsidiary. The #@libsy sold the retail loans to a securitizatiamstrin exchange for the proceeds from
term asset-backed securities issued by the seaiidn trust. The term asset-backed securitiesllysaotes with various maturities and
interest rates, are secured by future collectidrisepurchased retail installment loans. Actita the securitization trust are limited to
acquiring retail loans, issuing term asset-baclestisties and making payments on securities tositors. Due to the nature of the assets held
by the securitization trust and the limited natofés activities, the securitization trusts aresidered Qualifying Special Purpose Entities
(QSPEs) as defined by the Financial Accounting &ests Board's (FASB) Accounting Standards CodifmatASC) Topic 860-40
“Transfers to Qualifying Special Purpose Entiti€dSC Topic 860-40). In accordance with ASC Topi©8®, assets and liabilities of the
QSPEs are not consolidated in the financial statésnaf the Company (see update below).

HDFS does not guarantee payments on the secusisiesd by the securitization trusts or the propcesh flows from the related loans
purchased from HDFS. The Company’s retained sézaitiibn interests, excluding servicing rights, andordinate to the interests of
securitization trust investors. Such investors haiarity interests in the cash collections on téil loans sold to the securitization trust
(after payment of servicing fees) and in the casienve account deposits. These priority interdsteately could impact the value of the
Company'’s investment in retained securitizatioeriests. Investors also do not have recourse tésasiSEIDFS for failure of the obligors on
the retail loans to pay when due. Total investnienétained securitization interests at Decembe2809 was $245.4 million. The
securitization trusts have a limited life and gatigrterminate upon final distribution of amountsex to the investors in the term asset-
backed securities. See Note 8 of Notes to Congelidéinancial Statements for further discussioRlDFS’ term asset-backed securitization
program.

As discussed under “New Accounting Standards NatAdepted,” the Company is required to adopt nevdance within ASC Topics
810 and 860 as of January 1, 2010 requiring thea@hation of qualifying special purpose entitigs\pously utilized for its off-balance sheet
term asset-backed securitization transactions.

Commitments and Contingencies

The Company is subject to lawsuits and other clagteted to environmental, product and other msitierdetermining required
reserves related to these items, the Company ¢igrefalyzes cases and considers the
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likelihood of adverse judgments or outcomes, a$ agthe potential range of possible loss. Theiredueserves are monitored on an ong
basis and are updated based on new developmemesvanformation in each matter.

Environmental Protection Agency Noti

The Company has received formal, written requestinformation from the United States Environmefedtection Agency (EPA)
regarding: (i) certificates of conformity for motyrcle emissions and related designations and lafi¢laftermarket parts, and (i) warranty
claims on emissions related components. The Compasigubmitted written responses to the EPA’s iigquiid has engaged in discussions
with the EPA. It is possible that a result of tHeAZs investigation will be some form of enforcemawtion by the EPA that will seek a fine or
other relief. However, at this time the Companysioet know and cannot reasonably estimate the ingfany remedies the EPA might se

Shareholder Lawsuits:

In re Harley-Davidson, Inc. Securities Litigatigras a consolidated shareholder securities clagmdatvsuit filed in the United States
District Court for the Eastern District of WisconsOn October 2, 2006, the Lead Plaintiffs file@@nsolidated Class Action Complaint,
which named the Company and certain former Compéiigers as defendants, that alleged securitiesviabations and sought unspecified
damages relating generally to the Company’s A@jl2005 announcement that it was reducing sham-fgoduction growth and planned
increases of motorcycle shipments. On Decembe?2d@, the defendants filed a motion to dismissGbasolidated Complaint. On
October 8, 2009, the judge granted defendants’andt dismiss, and the clerk of court entered jueigindismissing the consolidated lawsuit.
No appeal was taken from the final judgment anddiemissal of the action is now fini

On August 25, 2005, a class action lawsuit allegin¢ations of the Employee Retirement Income Siegutct (ERISA) was filed in the
United States District Court for the Eastern Dgdtdf Wisconsin. On October 2, 2006, the ERISAmiéifiled an Amended Class Action
Complaint, which named the Company, the Harley-Bsom Motor Company Retirement Plans CommitteeCihimapany’s Leadership and
Strategy Council, and certain current or former @any officers or employees as defendants. In genbeERISA complaint included
factual allegations similar to those in the cordatied securities class action and alleged on behgHirticipants in certain Harley-Davidson
retirement savings plans that the plan fiduciabesched their ERISA fiduciary duties. On Decenit&r2006, the defendants filed a motion
to dismiss the ERISA complaint. On October 8, 2@h88,judge granted defendants’ motion to dismisd,the clerk of court entered judgment
dismissing the class action lawsuit. No appeal taksn from the final judgment and the dismissahefaction is now final.

Three shareholder derivative lawsuits were filethinUnited States District Court for the Easterstiirt of Wisconsin on June 3,
2005, October 25, 2005 (this lawsuit was later mtduly dismissed) and December 2, 2005, and tveoediolder derivative lawsuits were
filed in Milwaukee County Circuit Court on July 22005 and November 16, 2005, against some or #fieofollowing current or former
directors and officers of the Company: Jeffrey leltein, James L. Ziemer, James M. Brostowitzy\Blér Allen, Richard |. Beattie, George
H. Conrades, Judson C. Green, Donald A. James|Sarvinson, George L. Miles, Jr., James A. Najlidames A. McCaslin, Donna F.
Zarcone, Jon R. Flickinger, Gail A. Lione, Ronald Wutchinson, W. Kenneth Sutton, Jr. and John AigyeThe lawsuits also hame the
Company as a hominal defendant. In general, theekbller derivative complaints include factual géieéons similar to those in the class
action complaints and allegations that officers dinectors breached their fiduciary duties to tlempany. On February 14, 2006, the state
court consolidated the two state court derivatetioas and appointed Lead Plaintiffs and Lead Fifsshcounsel, and on April 24, 2006, the
state court ordered that the consolidated statg detivative action be stayed until after motidmslismiss the federal securities class action
are decided. On February 15, 2006, the federak comsolidated the federal derivative lawsuits wfith securities and ERISA actions for
administrative purposes. On February 1, 2007,¢derfal court appointed Lead Plaintiff and Co-Lekadrfiiffs’ Counsel in the consolidated
federal derivative action.
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On November 24, 2009, both federal court derivapilaéntiffs moved to voluntarily dismiss their lawts and all claims without
prejudice. On November 30, 2009, the federal centtred orders granting the motions and dismigsiedederal court derivative lawsuits
without prejudice, and those cases are now cloBeel parties have agreed that the lead plaintiffienconsolidated state court derivative
action may have until February 19, 2010 to fileaamended complaint in that action and that defersdawaty have until March 26, 2010 to
respond to any amended complaint.

The Company believes the allegations in the statet derivative lawsuit are without merit and itands to vigorously defend against
the suit should the plaintiffs file an amended ctaim. The Company is unable to predict the scapeutcome or quantify their eventual
impact, if any, on the Company. At this time, then@pany is also unable to estimate associated expemgpossible losses. The Company
maintains insurance that may limit its financiapesure for defense costs and liability for an unfable outcome, should it not prevail, for
claims covered by the insurance coverage.

York Environmental Matters:

The Company is involved with government agenciesgmoups of potentially responsible parties in @asi environmental matters,
including a matter involving the cleanup of soitlagroundwater contamination at its York, Pennsyiadacility. The York facility was
formerly used by the U.S. Navy and AMF prior to fhechase of the York facility by the Company fréiF in 1981. Although the
Company is not certain as to the full extent oféhgironmental contamination at the York facilityhas been working with the Pennsylvania
Department of Environmental Protection (PADEP) sit®86 in undertaking environmental investigatiod eemediation activities, including
an ongoing site-wide remedial investigation/fediibstudy (RI/FS). In January 1995, the Compantessd into a settlement agreement (the
Agreement) with the Navy. The Agreement calls fer Navy and the Company to contribute amountsaritast equal to 53% and 47%,
respectively, of future costs associated with emrinental investigation and remediation activitietha York facility (Response Costs). The
trust administers the payment of the Response @usisred at the York facility as covered by therégment.

In February 2002, the Company was advised by the BBt it considers some of the Company’s remealieéictivities at the York
facility to be subject to the EPA’s corrective actiprogram under the Resource Conservation andvegcéct (RCRA) and offered the
Company the option of addressing corrective aatiotier a RCRA facility lead agreement. In July 2088, Y ork facility was designated as
the first site in Pennsylvania to be addressed wthge*One Cleanup Program.” The program providesee streamlined and efficient
oversight of voluntary remediation by both PADER &PA and will be carried out consistent with thgrdement with the Navy. As a result,
the RCRA facility lead agreement has been supedsede

Although the RI/FS is still underway and substdntizertainty exists concerning the nature and sadpghe additional environmental
investigation and remediation that will ultimatdlg required at the York facility, the Company esties that its share of the future Response
Costs at the York facility will be approximately $5million. The Company has established reservethfs amount, which are included in
accrued liabilities in the Consolidated Balanceettie

The estimate of the Company’s future Response Gstsvill be incurred at the York facility is baken reports of independent
environmental consultants retained by the Comptagyactual costs incurred to date and the estinwtsid to complete the necessary
investigation and remediation activities. Respdbests related to the remediation of soil are exguktth be incurred over a period of several
years ending in 2015. Response Costs related tmdraater remediation may continue for some timehd 2015

Product Liability Matters:

Additionally, the Company is involved in productbility suits related to the operation of its biesis. The Company accrues for claim
exposures that are probable of occurrence andeagdsonably estimated. The
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Company also maintains insurance coverage for ptdahbility exposures. The Company believes ttaaccruals and insurance coverage
adequate and that product liability will not havmaterial adverse effect on the Company’s conswilfinancial statements.

Liquidity and Capital Resources as of December 32009

Over the longeerm, the Company expects that its business moitletamtinue to generate cash that will allow ititwest in the busines
fund future growth opportunities and return valoshareholdersh The Company believes the Motorsyaperations will continue to be
primarily funded through internally-generated célefvs. During 2009, the Company’s Financial Sersioperations were funded with
unsecured debt, unsecured commercial paper, anlzsdeed commercial paper conduit facility, and ogitted unsecured bank facilities and
through the term asset-backed securitization maéketlanuary 22, 2010, the Company announcedtthaliéves HDFS’ anticipated 2010
funding needs have been met through actions talkengd2009( These actions included:

* In February 2009, the Company accessed the unskedale capital markets with the issuance of $6@tilllon of senior
unsecured fiv-year notes

* In April 2009, HDFS increased the size of its admatked commercial paper conduit facility from $&0fillion to $1.20 billion
and extended the maturity date until April 20

» In April 2009, the Company and HDFS entered inteeer $625.0 million 364-day credit facility to rep&aits $950.0 million 364-
day credit facility that was set to expire in JAB09. The new 3¢t-day credit facility has a maturity date of AprilZZD

* In May, July, October and December 2009, HDFS fearesd a total of $3.08 billion U.S. retail motooby finance receivables to
four separate special purpose entities (SPEs) hwhiturn issued a total of $2.46 billion of secur®tes, with various maturities
and interest rates, to investors. These term &ssided securitization transactions were “eligild#ateral” under the Federal
Reserve Bank of New Y0's Term Asse-backed securities Loan Facility (TALF) progre

* In November 2009, HDFS issued $500.0 million of mei-term notes

In 2010, the Company and HDFS expect to renew tiopoof the $625.0 million 364-day credit faciliand the assdiacked commerci
paper conduit facility, both of which expire in Ai2010.@ Any new capital market funding is expectedhe used to pre-fund 2011 funding
requirements®

In addition to the funding achievements discusd®e, the Company has taken steps to manage aserypeecash. During 2009, the
Company’s Board of Directors approved four quaytdiVidends of $0.10 per share, a decrease of $e23hare from the dividend paid in
the fourth quarter of 2008. The dividend reducticesulted in cash savings of approximately $21@onil

Going forward, the Company'’s strategy will be toim@n a minimum of twelve months of its projectaplidity needs through a
combination of cash and credit facilities. As autegshe Company will continue to carry higher céstiances until the U.S. economy, as well
as the capital and credit markets and the Compalgpsratings, stabilize and improve.

The Company is currently reviewing its strategitias relative to its Financial Services operatiomerder to find more diversified and
cost effective funding to meet HDFS’ goal of prawigl credit while delivering appropriate returns gamdfitability. Although the Company
believes it has obtained the funding necessaryppat HDFS’ operations for 2019 , the Company gedzes that it must be able to adjust
its business to the current lending environmené Tbmpany intends to continue to diversify its figdorofile through a combination of
short-term and long-term funding vehicles, redusedliance on the term assmteked securitization market and continue to puadiugvenue
to obtain cost-effective funding. The Financial\Begs
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operations may be negatively affected by the highst of funding and the increased difficulty akilag, or potential unsuccessful efforts to
raise, funding in the short-term and long-term tpnarkets() These negative consequences maynratlversely affect the Company’s
business and results of operations in various wiaghkjding through higher costs of capital, redufiettls available through its Financial
Services operations to provide loans to independealers and their retail customers, and dilutioaxisting shareholders through the use of
alternative sources of capital.

The Company has longrm obligations related to its pension, SERPA postretirement healthcare plans at December 38. Z0@ring
2009, the Company contributed $233.2 million tgpigmsion, SERPA and postretirement healthcare pldresCompany is currently
evaluating additional contributions to further fuitelpension plans even though no additional pengian contributions are required in 2010.
The Company expects it will continue to make omgaiontributions related to current benefit payradat SERPA and postretirement
healthcare plans. The Company’s expected futuréibations to these plans are provided in Note filNates to Consolidated Financial
Statements.

Cash Flow Activity

The following table summarizes the operating, itwmgsand financing cash flow activity of continuingerations for the three years
ended December 31, 2009, 2008 and 2007 (in thogkand

2009 2008 2007
Net cash provided by (used by) operating activibesontinuing operation $ 609,01( $ (608,029 $ 798,14¢
Net cash (used by) provided by investing activiGésontinuing operation (863,48 (294,87% 391,20!
Net cash provided by (used by) financing activibésontinuing operation 1,381,93 1,293,39 (1,037,80)
Total $1,127,46! $ 390,48t $ 151,54

Operating Activities

The increase in operating cash flow for 2009 comgao 2008 was due primarily to the classificatbthe Company’s retail lending
activities partially offset by lower net income gpension contributions.

U.S. retail motorcycle loans originated prior tmd28, 2009 were classified as held-for-sale basdtie Company’s intent to securitize
these retail loans in off-balance sheet securitinatansactions. Accordingly, the origination ardlection of these retail loans as well as any
proceeds from off-balance sheet securitizationstiations were components of operating cash flolws.dompany has not conducted an off-
balance sheet securitization since the first quaft@008. At end of the second quarter of 2008,@lompany made a decision to structure
subsequent securitization transactions in a matiaemwill require “on-balance sheet” accounting.(ithe Company no longer has intent to
sell at the date of origination). As a result afttdecision, the cash flows related to post-Jutaél tending activity are included within the
investing cash flow section of the statement ohdasws.

As noted above, the Company contributed $233.2anitb its pension plans during 2009 including éimegoing contribution
requirements related to current benefit paymemSERPA and postretirement healthcare plans.

Investing Activities

The Company’s investing activities consist primadf capital expenditures, net changes in finaeceivables held for investment and
short-term investment activity. Capital expenditweere $116.7 million and
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$229.0 million during 2009 and 2008, respectivélgt changes in finance receivables held for investmeflect the Company’s increased
utilization of on-balance sheet term asset-backedritization transactions. During the year endedddnber 31, 2009, the Company
completed four such transactions.

As a result of the Company’s higher cash balansed &ecember 31, 2009, the Company invested $89lidn in corporate bonds
during December 2009. Sales and redemptions ofetelile securities (net of purchases) in 2008 regutt cash inflow of $2.5 million
compared to $657.7 million in 2007.

Financing Activities

The Company'’s financing activities consist primaof debt activity, dividend payments and sharairepases. In 2008, the Company
repurchased 6.3 million shares of its common sticktotal cost of $250.4 million. As of Decembér 3009, there were 16.7 million shares
remaining on a board-approved share repurchaseragtion. An additional board-approved share repase authorization is in place to
offset option exercises.

The Company paid dividends of $0.40 per sharetatizhcost of $93.8 million during 2009, comparediividends of $1.29 per share at
a total cost of $302.3 million during 2008.

During 2009, debt increased by $1.72 billion coneplatio 2008 in support of the higher finance redglesoutstanding at HDFS and
higher cash balances that the Company is maintaininrder to ensure a minimum of twelve monthgprojected liquidity needs. The
Company’s total outstanding debt consisted of tiewing as of December 31, 2009, 2008 and 200Th@usands):

2009 2008 2007

Unsecured commercial pay $ 325,09¢ $1,416,44° $ 842,61
Asse-backed conduit facilit — 500,00t —

Credit facilities 448,04¢ 390,93: 256,53

773,14¢ 2,307,38 1,099,14

Mediumr-term notes 2,103,39i 1,607,50! 1,000,80!
Senior unsecured not 600,00( — —
On-balance sheet securitization d 2,159,58! — —

Total debt $5,636,12' $3,914,88  $2,099,95!

In order to access the debt capital markets, thepany relies on credit rating agencies to assigntgbrm and long-term credit ratings.
Generally, lower credit ratings result in higherdowing costs and reduced access to debt capitddatsa A credit rating agency may change
or withdraw the Company’s ratings based on itsessent of the Company’s current and future abitityneet interest and principal
repayment obligations. The Company’s short-ternt datings affect its ability to issue unsecured otercial paper. The Company’s short-
and long-term debt ratings as of December 31, 20€@ as follows:

Short- Long-

Term Term Outlook
Moody's PZ Baal Negative
Standard & Po('s A2 BBB Stable
Fitch F2 BBB+ Negative

Credit Facilities— In April 2009, the Company and HDFS entered attew $625.0 million 364-day credit facility (New&8Day Credi
Facility) to refinance and replace the existing&85million 364-day credit facility (2008 364-Dayeétlit Facility), which was set to mature in
July 2009. The New 364-Day Credit Facility matureé\pril 2010. In connection with the New 364-Daye@it Facility, the Company and
HDFS also amended the existing three-year crediitiaagreement, which matures in July 2011. Theeadments to the three-year
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credit facility were to conform to the terms of tNew 364-Day Credit Facility. The New 364-Day Ctdehcility and the amended three-year
credit facility agreement (together, the Globaldivr&acilities) bear interest at various varialiterest rates, which may be adjusted upwa
downward depending on certain criteria, such agditratings. The Global Credit Facilities also riggithe Company to pay a fee based upon
the average daily unused portion of the aggregatemitments under the Global Credit Facilities.

Commercial Paper Subject to limitations, HDFS could issue unsedw@mnmercial paper of up to $1.58 billion as of Bmber 31,
2009. Outstanding unsecured commercial paper magxoeed the unused portion of the Global Crediilfias. Maturities may range up to
365 days from the issuance date. HDFS intendsiéméie the repayment of unsecured commercial pagenstures by issuing traditional
unsecured commercial paper or through other meaaish, as borrowing under the Global Credit Facdjtl@orrowing under its asset-backed
commercial paper conduit facility and term assetkbd securitizationg?)

Asset-backed commercial paper conduit fac#ipuring April 2009, HDFS entered into a new rewadyasset-backed conduit facility
agreement (2009 Conduit Loan Agreement) to refinand replace the existing $500.0 million assekédconduit facility agreement (2008
Conduit Loan Agreement). The 2009 Conduit Loan &grent provides for the extension of credit by augrof third-party bank sponsored
conduits, some of which were party to the 2008 @dricban Agreement. The 2009 Conduit Loan Agreenpeavides for total revolving
borrowings of up to $1.20 billion based on, amottgeothings, the amount of eligible U.S. retail oraycle loan collateral. As part of the
April 2009 transaction, HDFS increased the U.Saifetotorcycle loan collateral by $354.4 millionchalso increased the debt issued to the
third-party bank sponsored conduits from $500.0iomilto $640.2 million. At December 31, 2009, HDR&J no outstanding borrowings
under the 2009 Conduit Loan Agreement.

This debt provides for interest on outstanding gigal based on prevailing commercial paper ratek]JBOR plus a specified margin to
the extent the advance is not funded by a condndér through the issuance of commercial paper20068 Conduit Loan Agreement also
provides for an unused commitment fee based onribeed portion of the total aggregate commitmelo20 billion. There is no
amortization schedule; however, the debt is redueedthly as available collections on the relatedrice receivable collateral are applied to
outstanding principal with the balance due at nigtudnless earlier terminated or extended by miuigaeement of HDFS and the lenders,
the 2009 Conduit Loan Agreement will expire on Agé, 2010, at which time HDFS will be obligatedrépay any amounts outstanding in
full.

Medium-Term Notes The Company has the following Medium-Term Notasléctively the Notes) issued and outstanding at
December 31, 2009 (in thousands):

Principal Amount Rate Issue Date Maturity Date
$ 200,00 5.0(% December 200 December 201
$ 400,00 5.25% December 200 December 201
$1,000,00 6.8(% May 2008 June 201¢
$ 500,00 5.7%% November 200! December 201

The Notes provide for semi-annual interest paymantsprincipal due at maturity. At December 31,2@D08 and 2007, the Notes
included a fair value adjustment increasing thameg by $6.1 million, $9.7 million and $1.3 milliarespectively, due to interest rate swap
agreements designated as fair value hedges. Téw effthe interest rate swap agreements is toarbtive interest rate on a portion of the
Notes from a fixed to a floating rate, which is éa®n :-month LIBOR. Unamortized discounts on the Notekioed the balance by $2.7
million, $2.2 million and $0.5 million at Decembgt, 2009, 2008 and 2007, respectively.

Senior Unsecured Notesln February 2009, the Company issued $600.0aniltif senior unsecured notes in an underwritteariofg.
The senior unsecured notes mature in February @0dsave an annual interest rate of 15%. The senigecured notes provide for semi-
annual interest payments and principal due at ritgtur
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Prior to the end of the first quarter, the Comptaapnsferred the full proceeds from the issuandéD&S in order to fund HDFS’ operations.
As HDFS diversified its debt structure through anbiation of actions during 2009, its funding pl@fimproved. During the fourth quarter
2009, HDFS transferred the full proceeds back éoGbmpany.

On-Balance Sheet Securitization Delih 2009, HDFS transferred $3.08 billion of U.&ail motorcycle loans to four separate SPEs.
The SPEs in turn issued $2.46 billion of secure@siaespectively, with various maturities andresé rates to investors in on-balance sheet
securitization transactions. These term asset-loeséeuritization transactions were “eligible calal” under the TALF program. The notes
are secured by future collections of the purchas&d retail motorcycle loans. The structure of ehesm asset-backed securitization
transactions did not satisfy the requirements éooanting sale treatment under ASC Topic 860-4éxetfore, the securitized U.S. retail
motorcycle loans, resulting secured borrowings @thér related assets and liabilities of the SPEsSrauded in the Company’s consolidated
financial statements as HDFS is the primary bersefiof the SPEs.

The SPEs are separate legal entities and the &t&8l. motorcycle loans that have been includedhénterm asset-backed securitizations
are only available for payment of the secured deldtother obligations arising from the term assetkbd securitization transactions and are
not available to pay other obligations or claimshaf Company’s creditors until the associated sgtdebt and other obligations are satisfied.
Cash and cash equivalent balances held by the &REsed only to support the on-balance sheetiteations. There is no amortization
schedule for the secured notes; however, the debtuced monthly as available collections on ¢heted U.S. retail motorcycle loans are
applied to outstanding principal. The notes exmktife ranges from one to four years due to cridises and prepayment speeds.

As of December 31, 2009, the assets of the SPEled$2.93 billion, of which $2.75 billion of finaa receivables were restricted as
collateral for the payment of $2.16 billion securedes. Also included in the assets of the SPEs ®&64.1 million of cash restricted for
payment on the outstanding debt at December 38.200

Intercompany Borrowing HDFS has a revolving credit line with the Comparhereby HDFS may borrow up to $210.0 million from
the Company at a market interest rate. As of Deeer@b, 2009, 2008 and 2007, HDFS had no outstarmbngwings owed to the Company
under this agreement.

The Company has a support agreement with HDFS Wfieiferequired, the Company agrees to provide HRRS financial support in
order to maintain HDFS'’ fixed-charge coverage a6Jand minimum net worth of $40.0 million. Suppory be provided at the Company’s
option as capital contributions or loans. Accortimgertain debt covenants may restrict the Comsaalyility to withdraw funds from HDFS
outside the normal course of business. No amounether been provided to HDFS under the supporeagzat.

Operating and Financial CovenartsHDFS and the Company are subject to various tipgrand financial covenants related to the
Global Credit Facilities, asset-backed commercagdgy conduit facility and various operating covaaamder the Notes. The more significant
covenants are described below.

The covenants limit the Company’s and HDFS’ ability
* incur certain additional indebtedne
e assume or incur certain lier
» participate in a merger, consolidation, liquidat@rdissolution; an
e purchase or hold margin stoc

Under the financial covenants of the Global Cré&ditilities and the asset-backed commercial papaiuibfacility, the debt to equity
ratio of HDFS and its consolidated subsidiariesncaexceed 10.0 to 1.0 and HDFS
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must maintain a consolidated tangible net worthaifless than $500.0 million. In addition, the Ca@myp must maintain a minimum interest
coverage ratio of 2.5 to 1.0 and a maximum ratioasfsolidated debt (excluding HDFS and certainraampany debt) to consolidated
EBITDA of 2.75 to 1. No financial covenants areuiggd under the Notes.

At December 31, 2009, 2008 and 2007, HDFS and drepgany remained in compliance with all of theseet@nts.

Cautionary Statements

The Company'’s ability to meet the targets and etgtiens noted in this Form 10-K depends upon, anathgr factors, the Company’s
ability to (i) execute its strategy and succesgfelit certain product lines and divest certain pany assets; (ii) effectively execute the
Company'’s restructuring plans within expected casts$ timing; (iii) successfully achieve with ther@pany’s labor unions flexible and cost-
effective agreements to accomplish restructurirgjggand long-term competitiveness; (iv) manageisie that our independent dealers may
have difficulty obtaining capital and adjustingth@ recession and slowdown in consumer demanan@viage supply chain issues;

(vi) anticipate the level of consumer confidencé¢hi@a economy; (vii) continue to have access tabddi sources of capital funding and adjust
to fluctuations in the cost of capital; (viii) magethe credit quality, the loan servicing and altan activities, and the recovery rates of
HDFS'’ loan portfolio; (ix) continue to realize praction efficiencies at its production facilitiescamanage operating costs including
materials, labor and overhead; (X) manage productpacity and production changes; (xi) providedpots, services and experiences tha
successful in the marketplace; (xii) develop anglément sales and marketing plans that retainiegisétail customers and attract new retail
customers in an increasingly competitive marketgl#xiii) sell all of its motorcycles and relatetbducts and services to its independent
dealers; (xiv) continue to develop the capabilibégs distributor and dealer network; (xv) manafpanges and prepare for requirements in
legislative and regulatory environments for itsdarcts, services and operations; (xvi) adjust totflations in foreign currency exchange re
interest rates and commodity prices; (xvii) adjoshealthcare inflation, pension reform and taxngjes; (xviii) retain and attract talented
employees; (xix) detect any issues with the Comfzamptorcycles or manufacturing processes to adeldys in new model launches, recall
campaigns, increased warranty costs or litigatiod (xx) implement and manage enterprisde information technology solutions and se«
data contained in those systems. In addition, hmgany could experience delays or disruptionssiijiterations as a result of work
stoppages, strikes, natural causes, terrorismhar dactors. These risks, potential delays and micgies regarding the costs could also
adversely impact the Company’s capital expenditstanates (see “Liquidity and Capital Resourcestien).

In addition, see “Risk Factors” under Item 1A. whincludes a discussion of additional risk factmsl a more complete discussion of
some of the cautionary statements noted above.
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ltem 7A. Quantitative and Qualitative Disclosures About MarkRisk

The Company is exposed to market risk from chaimgéweign exchange rates and interest rates. doce such risks, the Company
selectively uses derivative financial instrumeAt$hedging transactions are authorized and execptesuant to regularly reviewed policies
and procedures, which prohibit the use of finanicisiruments for trading purposes. Sensitivity gsialis used to manage and monitor fore
exchange and interest rate risk.

The Company sells its products internationally Bnchost markets those sales are made in the forgigntry’s local currency. As a
result, the Company’s earnings can be affectedumjufations in the value of the U.S. dollar relatte foreign currency. The Company’s most
significant foreign currency risk relates to the&uthe Australian dollar and the Brazilian RedieTCompany utilizes foreign currency
contracts to mitigate the effect of the Euro arelAlustralian dollar fluctuations on earnings. Taeefgn currency contracts are entered into
with banks and allow the Company to exchange aifspg@mount of foreign currency for U.S. dollatsaafuture date, based on a fixed
exchange rate. At December 31, 2009, the notior@l dbllar value of outstanding Euro and Austratiafiar foreign currency contracts was
$144.8 million. The Company estimates that a unifd0% weakening in the value of the U.S. dollaatieé to the currencies underlying
these contracts would result in a decrease indin@dlue of the contracts of approximately $15illiom as of December 31, 2009. Further
disclosure relating to the fair value of derivatfirancial instruments is included in Note 9 of flietes to Consolidated Financial Statements.

In addition, the Company financed its acquisitidéy Agusta and subsequent working capital requiata through 143.0 million of
Euro-denominated debt ($205.0 million at Decemier2B09). The carrying amount of debt is measutezdeh balance sheet date in the U.S.
dollar and the corresponding gains or losses agrezed in the statement of operations.

The Company'’s earnings are affected by changedeneist rates. HDFS utilizes interest rate swapsdace the impact of fluctuations
in interest rates on its debt and securitizatiangactions. HDFS also entered into derivative eatdrto facilitate the April 2009 asset-backed
conduit facility, certain of which do not qualifgif hedge accounting treatment. Additionally, tdlfete its first quarter 2008 securitization
transaction as well as its third quarter 2007 sezation transaction, HDFS entered into derivaibemtracts. These derivatives, which hedge
assets by an off-balance sheet Qualifying Specigddse Entity, do not qualify for hedge accountimg@tment. Changes in the fair value of
these derivatives are recognized in current pexardings within other operating expenses. As ofeDdxer 31, 2009, HDFS had interest rate
swaps outstanding with a notional value of $1.16obi HDFS estimates that a 10% decrease in istestes would result in a $1.4 million
decrease in the fair value of the agreements.
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MANAGEMENT’'S REPORT ON INTERNAL CONTROL OVER FINANC IAL REPORTING

The Company’s management is responsible for estabfj and maintaining adequate internal controt émancial reporting, as such
term is defined in Exchange Act Rules 13a-15(f)dehthe supervision and with the participation @fnagement, including the principal
executive officer and principal financial officenanagement conducted an evaluation of the effewisg of our internal control over financial
reporting based on the criteria establishebhiarnal Control — Integrated Framewoiksued by the Committee of Sponsoring Organizations
of the Treadway Commission. Based on managemevdls&ion under the framework internal Control — Integrated Framework,
management has concluded that the Company’s intesn&rol over financial reporting was effectiveasDecember 31, 2009. Ernst &
Young LLP, an independent registered public acdagritrm, has audited the Consolidated Financiat&hents included in this Annual
Report on Form 10-K and, as part of its audit,ibaged an attestation report, included hereinheretfectiveness of the Company’s internal
control over financial reporting.

February 10, 2010

Keith E. Wandel John A. Olin
President and Chief Executive Offic Senior Vice President and Chief Financial Offi
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REPORT OF THE AUDIT COMMITTEE

The Audit Committee of the Board of Directors raviethe Company financial reporting process and the audit prack®f the Audit
Committee members are independent in accordanbethdtAudit Committee requirements of the New Y8tkick Exchange, Inc.

The Audit Committee of the Board of Directors hagiewed and discussed with management its assesefrtae effectiveness of the
Company’s internal control system over financiglaging as of December 31, 2009. Management hadubed that the internal control
system was effective. Additionally, the Companyiternal control over financial reporting as of Dexter 31, 2009 was audited by Ernst &
Young LLP, the Company’s independent registeredipalccounting firm for the 2009 fiscal year. Thedéied financial statements of the
Company for the 2009 fiscal year were also revieamd discussed with management as well as witleseptatives of Ernst & Young LLP.
The Audit Committee has also discussed with Ern¥toting LLP, the matters required to be discusseAW\Section 380 of the Public
Company Accounting Oversight Board (PCAOB) AuditiBndards, other professional standards and tegul@quirements currently in
effect. The Audit Committee has received the wmittiésclosures and the letter from the independsgistered public accounting firm requi
by Rule 3526 of the PCAOB, as currently in effectd has discussed with representatives of Ernsbényg LLP the independence of Ernst &
Young LLP. Based on the review and discussionsmedgo above, the Audit Committee has recommenalélde Board of Directors that the
audited financial statements for the 2009 fiscalryee included in the Company’s Annual Report omFd0-K for the 2009 fiscal year.

February 10, 2010

Audit Committee of the Board of Directors

Richard |. Beattie Judson C. Gree
N. Thomas Linebarge George L. Miles, Ji
James A. Norling, Chairme
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM ON INTERNAL CONTROL OVER FINANCIAL
REPORTING

To the Board of Directors and Shareholders of Hablavidson, Inc.:

We have audited Harley-Davidson, Inc.’s internaitcol over financial reporting as of December 3102, based on criteria established
in Internal Control — Integrated Framewoigsued by the Committee of Sponsoring Organizatidiiie Treadway Commission (the COSO
criteria). Harley-Davidson, Inc.’s management spansible for maintaining effective internal cohaer financial reporting, and for its
assessment of the effectiveness of internal cootret financial reporting included in the accompagyManagement’s Report on Internal
Control Over Financial Reporting. Our responsipiig to express an opinion on the Company’s infezaatrol over financial reporting based
on our audit.

We conducted our audit in accordance with the stadwdof the Public Company Accounting Oversightri8q@nited States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whetheatigianternal control over financial
reporting was maintained in all material respe®is: audit included obtaining an understanding térimal control over financial reporting,
assessing the risk that a material weakness etasting and evaluating the design and operatifegéfeness of internal control based on the
assessed risk, and performing such other procedsre®& considered necessary in the circumstancefeliéve that our audit provides a
reasonable basis for our opinion.

A company'’s internal control over financial repogiis a process designed to provide reasonablesassuregarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordanttiegenerally accepted accounting
principles. A company’s internal control over firgal reporting includes those policies and proceduhat (1) pertain to the maintenance of
records that, in reasonable detail, accuratelyfainly reflect the transactions and dispositionshef assets of the company; (2) provide
reasonable assurance that transactions are recasdeztessary to permit preparation of financétkstents in accordance with generally
accepted accounting principles, and that receipdsexpenditures of the company are being madeinrdgcordance with authorizations of
management and directors of the company; and (8jige reasonable assurance regarding preventibmely detection of unauthorized
acquisition, use, or disposition of the companygseds that could have a material effect on then@iizé statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or detisstatements. Also, projections of
any evaluation of effectiveness to future periagssabject to the risk that controls may becomdenaate because of changes in conditions,
or that the degree of compliance with the policeprocedures may deteriorate.

In our opinion, Harley-Davidson, Inc. maintained ail material respects, effective internal contreér financial reporting as of
December 31, 2009, based on the COSO criteria.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@nited States), the
consolidated balance sheets of Harlvidson, Inc. as of December 31, 2009 and 2008tamnrelated consolidated statements of opera
shareholders’ equity and cash flows for each otlihee years in the period ended December 31, @bB@rley-Davidson, Inc. and our report
dated February 23, 2010 expressed an unqualifisdoopthereon.

/sl Ernst & Young LLP
Milwaukee, Wisconsin
February 23, 2010
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders of Habavidson, Inc.:

We have audited the accompanying consolidated balsineets of Harley-Davidson, Inc. as of Decembe2309 and 2008, and the
related consolidated statements of operationsebbdders’ equity and cash flows for each of thedhyears in the period ended December 31,
2009. Our audits also included the financial staetschedule listed in the index at item 15(a).sehfinancial statements and schedule ar
responsibility of the Company’s management. Oupaesibility is to express an opinion on these foiahstatements and schedule based on
our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighamioUnited States). Those
standards require that we plan and perform thet &amadbtain reasonable assurance about whethdindrecial statements are free of material
misstatement. An audit includes examining, on tildasis, evidence supporting the amounts and disads in the financial statements. An
audit also includes assessing the accounting pitesiused and significant estimates made by marageas well as evaluating the overall
financial statement presentation. We believe thataodits provide a reasonable basis for our opinio

In our opinion, the financial statements referedlbove present fairly, in all material respedts, ¢consolidated financial position of
Harley-Davidson, Inc. at December 31, 2009 and 2808 the consolidated results of its operatiombkitancash flows for each of the three
years in the period ended December 31, 2009, ifoomity with U.S. generally accepted accountingipiples. Also in our opinion, tF
related financial statement schedule, when conaitlier relation to the basic financial statemerksiaas a whole, presents fairly in all
material respects the information set forth therein

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@snited States), Harley-
Davidson, Inc.’s internal control over financiapoeting as of December 31, 2009, based on critestablished itnternal Control —
Integrated Frameworissued by the Committee of Sponsoring Organizatidrise Treadway Commission and our report datdaeey 23,
2010 expressed an unqualified opinion thereon.

/sl Ernst & Young LLP
Milwaukee, Wisconsin
February 23, 2010
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HARLEY-DAVIDSON, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS
Years ended December 31, 2009, 2008 and 2007
(In thousands, except per share amounts)

Revenue
Motorcycles and related produt
Financial service

Total revenue

Costs and expense

Motorcycles and related products cost of goods

Financial services interest expel

Financial services provision for credit los:
Selling, administrative and engineering expe
Restructuring expense and asset impairr
Goodwill impairment

Total costs and expens

Operating incom:
Investment incom
Interest expens
Income before provision for income tay
Provision for income taxe
Income from continuing operatiol
Loss from discontinued operations, net of
Net (loss) incomi

Earnings per common share from continuing operat|
Basic
Diluted

Loss per common share from discontinued operat
Basic
Diluted

(Loss) earnings per common she
Basic
Diluted

Cash dividends per common sh

2009 2008 2007
$4,287,13  $5578,41  $5,726,84
494,77 376,97 416,19
4,781,90! 5,955,38. 6,143,04.
2,900,93. 3,647,271 3,612,74i
283,63 136,76: 81,47t
169,20¢ 39,55¢ 11,25:
979,38 1,060,15: 1,012,00:
224,27 12,47¢ —
28,381 — —
4,585,82: 4,896,21 4,717,48
196,08¢ 1,059,16 1,425,56.
4,25¢ 11,29¢ 22,25¢
21,68 4,54z —
178,66( 1,065,92. 1,447 81
108,01¢ 381,68t 513,97
70,64 684,23 933,84
(125,75) (29,51 —
$ (55,116 $ 654,71¢ $ 933,84
$ 03 $ 29z $ 3.TE
$ 03 $ 29z $ 3.74
$ 059 $ (019 $ —
$ 059 $ (019 $ —
$ 029 $ 28 $ 3.TE
$ (029 $ 27¢ $  3.74
$ 04C 0§  1.2¢ 1.0¢

The accompanying notes are an integral part of¢insolidated financial statements.
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HARLEY-DAVIDSON, INC.
CONSOLIDATED BALANCE SHEETS
December 31, 2009 and 2008
(In thousands, except share amounts)

ASSETS

Current asset:
Cash and cash equivalel
Marketable securitie
Accounts receivable, n
Finance receivables held for s
Finance receivables held for investment,
Inventories
Assets of discontinued operatic
Deferred income taxe
Prepaid expenses and other current a:

Total current asse

Finance receivables held for investment,
Property, plant and equipment, |
Goodwill

Deferred income taxe

Other lon¢-term asset

LIABILITIES AND SHAREHOLDERS EQUITY
Current liabilities:
Accounts payabl
Accrued liabilities
Liabilities of discontinued operatiol
Shor-term debt
Current portion of lon-term debt

Total current liabilities

Long-term debt

Pension liability

Postretirement healthcare liabili
Other lon¢-term liabilities

Commitments and contingencies (Note

Shareholder equity:
Series A Junior participating preferred stock, nisseec
Common stock, 336,800,970 and 335,653,577 shasesdsn 2009 and 2008, respectiv
Additional paic-in-capital
Retained earning
Accumulated other comprehensive I

Less:
Treasury stock (102,487,275 and 102,889,730 sla309 and 2008, respectively), at ¢

Total shareholde’ equity

2009 2008

$ 1,630,43; $ 568,89

39,68¢ —
269,37 265,31
— 2,443,96!
1,436,11 1,378,46.
323,02 379,14:
181,21 238,71t
179,68! 123,32"
282,42 128,73
4,341,94: 5,526,55:
3,621,04: 817,10:
906,90 1,056,92:
31,40 60,13
177,50« 288,24(
76,71 79,67
$ 9,155,551 $ 7,828,62!
$ 162,51 $ 30327
514,08 503,461
69,53 77,94
189,99¢ 1,738,64

1,332,09. —
2,268,22. 2,623,33,
4,114,03! 2,176,23
245,33 484,00:
264,47. 274,40
155,33: 155,04(
3,36¢ 3,357
871,10 846,79
6,324,26: 6,458,77:
(417,89%) (522,52f)
6,780,83: 6,786,40!
(4,672,72) (4,670,80)
2,108,11 2,115 ,60;
$ 9,155,51 $ 7,828,62!

The accompanying notes are an integral part of¢insolidated financial statements.
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HARLEY-DAVIDSON, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS
Years ended December 31, 2009, 2008 and 2007

(In thousands)

Net cash provided by (used by) operating activitiesontinuing operations (Note

Cash flows from investing activities of continuiogerations
Capital expenditure
Origination of finance receivables held for investit
Collections on finance receivables held for invesit
Collection of retained securitization intere
Purchases of marketable securi
Sales and redemptions of marketable secul
Other, ne

Net cash (used by) provided by investing activiGésontinuing operation

Cash flows from financing activities of continuingerations
Proceeds from issuance of medium term n
Repayment of medium term not
Proceeds from issuance of senior unsecured |
Proceeds from securitization de
Repayments of securitization d¢
Net (decrease) increase in credit facilities angseenred commercial pap
Net (repayments) borrowings of as-backed commercial pap
Repayment of senior subordinated ¢
Net change in restricted ca
Dividends
Purchase of common stock for treas
Excess tax benefits from sh-based paymen
Issuance of common stock under employee stock optans

Net cash provided by (used by) financing activibésontinuing operation
Effect of exchange rate changes on cash and casbatants of continuing operatiol
Net increase in cash and cash equivalents of agngiroperation:

Cash flows from discontinued operatio
Cash flows from operating activities of discontidugperation:
Cash flows from investing activities of discontidugperation:
Effect of exchange rate changes on cash and casbatants of discontinued
operations

Net increase in cash and cash equival

Cash and cash equivaler
Cash and cash equivaler beginning of periot
Cash and cash equivalents of discontinued opes— beginning of perioc
Net increase in cash and cash equival
Less: Cash and cash equivalents of discontinuechtipes— end of perioc

Cash and cash equivaler end of perioc

2009 2008 2007
$ 609,01( $ (608,029 $ 798,14(
(116,749 (228,95 (242,11)
(1,378,22)) (608,62) (514,35¢)
607,16t 448,99( 368,97
61,17 93,747 118,17
(39,68%) — (467,60¢)
2,54¢ 1,125,34.
2,83¢ (2,575 2,78¢
(863,48) (294,87Y) 391,20
496,51 993,55( 398,14
— (400,000 —
595,02 — —
2,413,19; — —
(263,085) — —
(1,083,33) 761,06 (16,24
(513,16¢) 490,00 —
— — (30,000)
(167,66) — —
(93,807) (302,31 (260,80%)
(1,920) (250,41() (1,153,43)
17C 32C 3,06¢
11 1,17¢ 21,47¢
1,381,93 1,293,39 (1,037,80)
6,78¢ (20,357 12,90¢
1,134,24! 370,13 164,45
(71,299 (75,02%) —
(18,80%) (99,96%) —
(1,209) (4,439 —
(91,317 (179,43() —
$ 1,042,93 $ 190,70 $ 16445
$ 568,89 $ 402,85 $ 238,39
24,66¢ — —
1,042,93 190,70« 164,45
(6,065 (24,669 —
$ 1,630,43; $ 568,89 $ 402,85

The accompanying notes are an integral part of¢insolidated financial statements.
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HARLEY-DAVIDSON, INC.
CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY
Years ended December 31, 2009, 2008 and 2007

(In thousands, except share amounts)

Balance December 31, 2006
Comprehensive incom
Net income
Other comprehensive income (los
Foreign currency translation adjustm:
Amortization of net prior service cost, net of taxd ($2,121
Amortization of actuarial loss, net of taxes of ,(¥2)
Pension and post-retirement plan funded statustadgnt, net of
taxes of ($29,14z
Change in net unrealized gains (loss
Investment in retained securitization interests,afi¢ax
benefit of $6,48¢
Derivative financial instruments, net of tax benefi$7,229
Marketable securities, net of taxes of ($8
Comprehensive incomr
Adjustment to initially apply FIN 4
Dividends
Repurchase of common sta
Shar-based compensatic
Issuance of nonvested stc
Exercise of stock optior
Tax benefit of stock optior

Balance December 31, 2007

Comprehensive incom
Net income
Other comprehensive income (los
Foreign currency translation adjustm:
Amortization of net prior service cost, net of taxd ($1,919'
Amortization of actuarial loss, net of taxes of ,&3D)
Pension and post-retirement plan funded statustadgnt, net of
taxes of ($203,48¢
Change in net unrealized gains (loss
Investment in retained securitization interests,afi¢ax
benefit of $10,25:
Derivative financial instruments, net of taxes $7,464)
Marketable securities, net of taxes of ($
Comprehensive incomr
Adjustment to apply measurement date provisiorSFAS No. 158, net
of taxes of ($6,887
Dividends
Repurchase of common sta
401(k) match made with Treasury sha
Shar-based compensatic
Issuance of nonvested stc
Exercise of stock optior
Tax benefit of stock optior

Balance December 31, 2008

The accompanying notes are an integral part of¢insolidated financial statements.

Common Stock Additional
Other
comprehensive
Issued paid-in Retained Treasury
Shares Balance capital Earnings income (loss) Balance Total
334,328,19 $ 3,34: $ 766,38: $5,460,62! $ (206,667  $(3,266,95) $2,756,73
— — — 933,84: — — 933,84:
— — — — 30,75 — 30,75
— — — — 3,447 — 3,441
— — — — 11,52: — 11,52:
— — — — 47,34¢ — 47,34¢
— — — — (11,94%) — (11,94%)
— — — — (12,970 — (12,970
— — — — 1,252 — 1,25:
1,003,24
— — — (16,100 — — (16,100
— — — (260,809 — — (260,80%)
— — — — — (1,153,43) (1,153,43)
— — 20,97« — — — 20,97«
385,07¢ 4 4 — — — —
497,93( 5 21,47 — — — 21,47¢
— — 3,39¢ — — — 3,39¢
335,211,20 $ 3,352 $ 812,22 $6,117,56' $ (137,259  $(4,420,39) $2,375,49
— — — 654,71¢ — — 654,71t
— — — — (44,017 — (44,017)
— — — — 3,11¢ — 3,11¢
— — — — 7,37¢ — 7,37¢
— — — — (347,16%) — (347,16Y
— — — — (18,839) — (18,839)
— — — — 11,55¢ — 11,55¢
— — — — 76 — 76
266,82
— — — (11,199 2,62: — (8,570)
— — — (302,319 — — (302,31
— — — — — (250,410 (250,410
— — 9,16¢ — — 2 9,16¢
— — 24,02: — — — 24,02:
384,76 4 (4) — — — —
57,61¢ 1 1,17¢ — — — 1,17¢
— — 211 — — — 211
335,653,57 $ 3,357 $ 846,79t $6,458,77! $ (522,526  $(4,670,80) $2,115,60:
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HARLEY-DAVIDSON, INC.
CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY (Co ntinued)
Years ended December 31, 2009, 2008 and 2007
(In thousands, except share amounts)

Common Stock Additional
Other
comprehensive
Issued paid-in Retained Treasury
Shares Balance capital Earnings income (loss) Balance Total
Balance December 31, 2008 335,653,57 $ 3,357 $ 846,79 $6,458,77: $ (522,52  $(4,670,80)  $2,115,60:
Comprehensive incom
Net loss — — — (55,11¢) — — (55,11¢)
Other comprehensive income (los
Foreign currency translation adjustm: — — — — 30,93: — 30,93:
Amortization of net prior service cost, net of taxd ($1,576 — — — — 2,67¢ — 2,67¢
Amortization of actuarial loss, net of taxes of ,GkED) — — — — 11,761 — 11,76
Pension and post-retirement plan funded statustadg@nt, net of
taxes of ($17,12€ — — — — 29,11 — 29,11
Pension and post-retirement plan settlement artdibuent, net of
taxes of ($18,942 — — — — 32,191 — 32,191
Change in net unrealized gains (loss
Investment in retained securitization interests,aii¢axes
($7,619) — — — — 13,60( — 13,60(
Derivative financial instruments, net of tax benefi$1,184 — — — — (1,239 — (1,239
Comprehensive incomnr 63,92¢
Adjustment to apply measurement date provisior8S® 115-2, net of
taxes of ($8,108 — — — 14,41: (14,417 — —
Dividends — — — (93,807 — — (93,807
Repurchase of common sta — — — — — (1,920 (1,920
401(k) match made with Treasury sha — — 11,06¢ — — 2 11,06¢
Shar-based compensatic — — 16,297 — — — 16,297
Issuance of nonvested stc 1,147,39: 11 (11) — — — —
Tax benefit of stock optior — — (3,04¢) — — — (3,04¢)
Balance December 31, 2009 336,800,97 $ 3,36¢ $ 871,10 $6,324,26! $ (417,899  $(4,672,72)  $2,108,11

The accompanying notes are an integral part of¢insolidated financial statements.
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HARLEY-DAVIDSON, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Summary of Significant Accounting Policies

Principles of Consolidation and Basis of Presemtat The consolidated financial statements includeattedunts of Harley-Davidson,
Inc. and its wholly-owned subsidiaries (the Compamgcluding the accounts of the groups of compadi@ng business as Harley-Davidson
Motor Company (HDMC), Buell Motorcycle Company (BilieMV Agusta (MV) and Harley-Davidson Financiaé&ices (HDFS). In
addition, certain variable interest entities (VIEsated to secured financing are consolidateti@€ompany is the primary beneficiary. All
intercompany accounts and transactions are eliedhat

All of the Company’s subsidiaries are wholly owrgedl are included in the consolidated financiakstents. Substantially all of the
Company’s international subsidiaries use the rdgpelocal currency as their functional currencygsats and liabilities of international
subsidiaries have been translated at period-enthexge rates, and income and expenses have beslatiedrusing average exchange rates for
the period.

In connection with term asset-backed securitizattiansactions prior to 2009, HDFS utilized QualifyiSpecial Purpose Entities
(QSPEs) as defined by the Financial Accounting &ests Board’'s (FASB) Accounting Standards CodifmatASC) Topic 860-40
“Transfers to Qualifying Special Purpose Entiti€aSC Topic 860-40). Assets and liabilities of th8FEs are not consolidated in the
financial statements of the Company. For furthecdssion of QSPEs and off-balance sheet secuidtizitansactions, see Note 7.

The Company operates in two principal business setgnMotorcycles & Related Products (Motorcyckesdl Financial Services
(Financial Services).

The Company’s management has evaluated subseqests @fter December 31, 2009 through Februar@B0, which is the date the
Company’s financial statements were issued.

Use of Estimates The preparation of financial statements in camfty with U.S. generally accepted accounting pptes (U.S.
GAAP) requires management to make estimates anang$®ns that affect the amounts reported in tharfcial statements and
accompanying notes. Actual results could diffenfrihose estimates.

Cash and Cash EquivalentsThe Company considers all highly liquid investisemith a maturity of three months or less when
purchased to be cash equivalents.

Marketable Securities The Company had investments in marketable sezsigonsisting primarily of $39.7 million of cor@ate bonds
at December 31, 2009 with contractual maturitiekes$ than one year. The Company has classifiéaviéstments in marketable securities as
available for sale, thus requiring the Companyawycthem at their fair value with any unrealizedng or losses reported in other
comprehensive income. As of December 31, 2009y#dire approximated carrying value and as suchdigstament was required. There were
no marketable securities held at December 31, 2008.

Accounts Receivable The Company’s motorcycles and related produetsald to independent dealers and distributorsamitee U.S.
and Canada generally on open account and theirgstdteivables are included in accounts receivabiere Company’s Consolidated
Balance Sheets. The allowance for doubtful accodedsicted from total accounts receivable was $dilltbn and $6.2 million as of
December 31, 2009 and 2008, respectively. The Copipaales of motorcycles and related producthénd.S. and Canada are financed by
the purchasing dealers or distributors through HRR&the related receivables are included in finarceivables held for investment in the
consolidated balance sheets.
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Finance Receivables Held for Investment, NRetail and wholesale finance receivables heldrfeestment are recorded in the finan
statements at historical cost less an allowancerfgdit losses. The provision for finance credéskes on finance receivables held for
investment is charged to earnings in amounts seffito maintain the allowance for uncollectibleagnts at a level HDFS believes is
adequate to cover the losses of principal in thstieg portfolio. HDFS’periodic evaluation of the adequacy of the retadther small balan:
homogeneous loan allowance is generally based dAg*ipast loan loss experience, known and inheisks in the portfolio, current
economic conditions and the estimated value oftantlerlying collateral. HDFS~hholesale and other large loan allowance evaluaticiides
a loan-by-loan review which considers the spediicrower’s ability to repay and the estimated vailtiany collateral.

Finance Receivables Held for Salé>rior to the second quarter of 2009, U.S. retaitorcycle loans intended for securitization at
origination were classified as finance receivabilelsl for sale. These finance receivables helddta i the aggregate were carried at the
lower of cost or estimated fair value. Any amoupntihich cost exceeded fair value was accountedda valuation adjustment with an off
to other income. Cash flows related to finance ivat#es held for sale were included in cash flowesrf operating activities.

Off-Balance Sheet Finance Receivables SecuritizstidPrior to 2009, HDFS sold retail motorcycle lodm®ugh securitization
transactions that qualified for accounting salatiment under ASC Topic 860-40. Under the termsofistization transactions, HDFS sold
retail loans to a securitization trust utilizingettwo-step process described below. The secuidizétust issued notes to investors, with
various maturities and interest rates, secureditwyé collections of purchased retail loans. Theepeds from the issuance of the term asset-
backed securities were utilized by the securitiratrust to purchase retail loans from HDFS.

Upon sale of the retail loans to the securitizatrost, HDFS received cash, recorded a gain ordaghe transaction and also retaine
interest in excess cash flows, subordinated séesiriind the right to receive cash reserve acatepusits in the future, collectively referrec
as “investment in retained securitization interésthe investment in retained securitization inggsds included with finance receivables held
for investment in the consolidated balance sh@éts.Company’s continuing involvement in the seaed U.S. retail motorcycles loans is
limited to its investment in retained securitizatiaterests and servicing rights.

The interest in excess cash flows reflects the eepecash flows arising from U.S. retail motorcyldans sold to the securitization trust
less expected servicing fees, credit losses anlasied payment obligations owed to securitizatiost investors. Key assumptions in
determining the present value of projected excash @ows are prepayments, credit losses and discate. The fair value of the interest in
excess cash flows was $77.4 million and $135.5anilkt December 31, 2009 and 2008, respectively.

As part of the first quarter 2008 securitizaticamsaction, HDFS retained $54.0 million of the sdbwated securities issued by the
securitization trust. These securities have adtatecipal and fixed interest rate and are submaigid to the senior securities within the
securitization trust. Fair value is determined gsiiscounted cash flow methodologies. The fair @alfithe retained subordinated securities
was $53.1 million and $47.2 million as of Decem®&y 2009 and 2008, respectively. Unrealized gamthe subordinated securities recorded
in other comprehensive income were $0.05 milliars@03 million net of taxes, as of December 3020Jnrealized losses on the
subordinated securities were $5.8 million, or $8iBion net of taxes, as of December 31, 2008.

Reserve account deposits represent interest-eacasigdeposits which collateralize the trust séesriThe funds are not available for
use by HDFS until the reserve account balanceseexiteesholds specified in the securitization agie#s. The fair value of the reserve
account deposits was $114.8 million and $147.9onilat December 31, 2009 and 2008, respectively.

HDFS retains servicing rights on the U.S. retaitonoycle loans that it has sold to the securit@atrust and receives a servicing fee.
The servicing fee paid to HDFS is considered adiegquampensation for the
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services provided and is included in financial @ revenue as earned. HDFS earned $42.0 mi$&H,1 million, and $60.8 million from
contractually specified servicing fees, late feas] ancillary fees during 2009, 2008, and 200 heetsvely. These fees are recorded in
financial services revenue.

Gains or losses on off-balance sheet term ass&ebaecuritizations of U.S. retail motorcycle loarese recognized in the period in
which the sale occurred. The amount of the gaionss depended on the proceeds received and thirardgrrying amount of the transferred
U.S. retail motorcycle loans, allocated betweenatbgets sold and the retained interests basedwndlative fair values at the date of
transfer.

The investment in retained securitization interéstaeasured in the same manner as an investmdabtirsecurities that is classified as
available-for-sale as defined by ASC Topic 320y8stments — Debt and Equity Securities” (ASC T&#6). As such, the investment in
retained securitization interests is recordediat/Bue and periodically reviewed for impairmekitarket quotes of fair value are generally
available for retained interests; therefore, HDEtheates fair value based on the present valuetofd expected cash flows using HDE8S
estimates of key assumptions for credit losseqgyments and discount rates that, in managemeikigient, reflect the assumptions
marketplace participants would use. If the faiueabf the investment in retained securitizatioeriests is less than the amortized cost, an
unrealized loss exists which indicates that thestwent is other-than-temporarily impaired.

HDFS utilized a twastep process to transfer U.S. retail motorcycledda a securitization trust. U.S. retail motoreyiclans are initiall
transferred to a special purpose, bankruptcy remdtelly owned subsidiary which in turn sells theSUretail motorcycle loans to the
securitization trust. The securitization trustuaded with cash obtained through the issuanceeofetm asset-backed securities. HDFS has
surrendered control of retail loans sold to theugézation trust. Securitization transactions haeen structured such that: (1) transferred
assets have been isolated from HDFS by being supnptively beyond the reach of HDFS and its coesliteven in bankruptcy or other
receivership; (2) each holder of a beneficial iestin the securitization trust has the right &dgle or exchange their interest; and (3) HDFS
does not maintain effective control over the transfd assets through either (a) an agreementotiagehtitles and obligates HDFS to
repurchase or redeem the transferred assets lib&renaturity other than for breaches of certajpresentations, warranties and covenants
relating to the transferred assets, or (b) thatghd unilaterally cause the holder to return speassets, other than through a customary
cleanup call.

Activities of the securitization trust are limitealacquiring U.S. retail motorcycle loans, issuiegn asset-backed securities, making
payments on securities to investors and otheriieypermissible under ASC Topic 860, “Transfard &ervicing” (ASC Topic 860).
Securitization trusts have a limited life and geigrterminate upon final distribution of amountse to the investors in the term asset-
backed securities. Historically, the life of setiadtion trusts purchasing U.S. retail motorcyclaris from HDFS has approximated four ye

HDFS does not guarantee payments on the secusisiesd by the securitization trusts or the propceesh flows from the U.S. retail
motorcycle loans purchased from HDFS. The Compargt&ined securitization interests, excluding sgng rights, are subordinate to the
interests of securitization trust investors. Suslestors have priority interests in the cash ctibes on the retail loans sold to the
securitization trust (after payment of servicingdeand in the cash reserve account deposits. Phiesiy interests ultimately could impact
the value of the Company’s investment in retaireligtization interests. Investors also do not ha@eeurse to the assets of HDFS for failure
of the obligors on the retail loans to pay when.due

Due to the overall structure of the securitizati@nsaction, the nature of the assets held byabergization trust and the limited nature
of its activities, the securitization trusts ar@sidered QSPEs. Accordingly, gain or loss on safteGognized upon transfer of retail loans to a
QSPE and the assets and liabilities of the QSPRERa@rconsolidated in the financial statements DFB. See Note 7 for further discussion of
HDFS'’ securitization program.
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On-Balance Sheet Finance Receivable Securitizatidbgring 2009, the Company transferred U.S. retaorcycle loans to four
separate wholly-owned special purpose entities $5PEhe SPEs in turn issued secured notes witlowsrnaturities and interest rates to
investors in on-balance sheet securitization tretitsas. These term asset-backed securitizatiosactions were “eligible collateralinder the
Federal Reserve Bank of New York’s Term Adsatked securities Loan Facility (TALF) program. Teges are secured by future collecti
of the purchased U.S. retail motorcycle loans. Jthecture of these term asset-backed securitizét@msactions did not satisfy the
requirements for accounting sale treatment unde® A8pic 860-40; therefore, the securitized U.Saitehotorcycle loans, resulting secured
borrowings and other related assets and liabildfabe SPEs are included in the Compargonsolidated financial statements as the Com
is the primary beneficiary of the SPEs.

The SPEs are separate legal entities and the &tefl. motorcycle loans that have been includedhénterm asset-backed securitizations
are only available for payment of the secured debitother obligations arising from the term asseikbd securitization transactions and are
not available to pay other obligations or claimshaf Company’s creditors until the associated sgtdebt and other obligations are satisfied.
Cash and cash equivalent balances held by the &REsed only to support the on-balance sheetiteations. There is no amortization
schedule for the secured notes; however, the debtiuced monthly as available collections on ¢teted U.S. retail motorcycle loans are
applied to outstanding principal. See Note 8 fathfer discussion of HDFS’ on-balance sheet finaeceivable securitizations.

Asset-Backed Commercial Paper Conduit Facility December 2008, HDFS sold for legal purposés tetail motorcycle finance
receivables to a SPE, which in turn issued debiitd-party bank-sponsored asset-backed commeyajar conduits. The SPE funded the
purchase of the finance receivables from HDFS milynevith cash obtained through the issuance ofdébt. In April 2009, HDFS replaced
its December 2008 asset-backed commercial papéuddacility agreement with a new agreement. As pathe April 2009 transaction,
HDFS transferred additional U.S. retail motorcyloigns to the SPE and increased the debt issubeé thitd-party bank sponsored conduits.

HDFS is the primary beneficiary of the SPE, andfih@nce receivables sale does not satisfy theirements for accounting sale
treatment under ASC Topic 860-40. Therefore, tiset@sand associated debt are included in the Coytgpfimancial statements. The assets
the SPE are restricted as collateral for the paymktihe debt or other obligations arising in thensaction and are not available to pay other
obligations or claims of the Company'’s creditorse $lote 8 for further discussion of HDFS' assetkkdaccommercial paper conduit facility.

Inventories- Inventories are valued at the lower of cost orketa Substantially all inventories produced orghased in the United
States are valued using the last-in, first-out (Q)fnethod. Other inventories are valued at the tafieost or market using the first-in, first-
out (FIFO) method.

Property, Plant and EquipmentProperty, plant and equipment is recorded at @egpreciation is determined on the straight-liasib
over the estimated useful lives of the assets.fadllmving useful lives are used to depreciate thaous classes of property, plant and
equipment: buildings — 30 to 40 years; buildingipment and land improvements — 7 to 10 years; aachinery and equipment — 3 to 10
years. Accelerated methods of depreciation are imsdgdcome tax purpose

Goodwill- Goodwill represents the excess of acquisition gesr the fair value of the net assets purchaseddwill is tested for
impairment, based on financial data related tad¢perting unit to which it has been assigned, agtlannually or whenever events or changes
in circumstances indicate that the carrying valasy mot be recoverable. The impairment test invobaaparing the estimated fair value of
the reporting unit associated with the goodwilitsocarrying amount, including goodwill. If the eging amount of the reporting unit exceeds
its fair value, goodwill must be adjusted to itpirad fair value. During 2009, the Company tested
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its goodwill balances for impairment; see Note\@ & for additional discussion. During 2008, ther(Pany tested its goodwill balances for
impairment and no adjustments were recorded togillaaks a result of those reviews.

Long-lived Assets The Company periodically evaluates the carryialye of long-lived assets to be held and used velrents and
circumstances warrant such review. If the carryialyie of a long-lived asset is considered impaigeldss is recognized based on the amount
by which the carrying value exceeds the fair valighe long-lived asset for assets to be held aedi uLThe Company also reviews the useful
life of its long-lived assets when events and ¢itstances indicate that the actual useful life maghmorter than originally estimated. In the
event that the actual useful life is deemed tohweter than the original useful life, depreciatisradjusted prospectively so that the remaining
book value is depreciated over the revised usiéul |

Asset groups classified as held for sale are medsatrthe lower of carrying amount or fair valussleost to sell, and a loss is
recognized for any initial adjustment requirededuce the carrying amount to the fair value less twosell in the period the held for sale
criteria are met. The fair value less cost to selbt be assessed each reporting period the assgt ggmains classified as held for sale. Gains
or losses not previously recognized resulting ftbmsale of an asset group will be recognized erdtte of sale.

Product Warranty and Safety Recall Campaigriehe Company currently provides a standard twa-iested warranty on all new
motorcycles sold worldwide, except for Japan, whleeCompany provides a standard three-year limitaalanty on all new motorcycles
sold. The warranty coverage for the retail custoimeludes parts and labor and generally begins whemotorcycle is sold to a retail
customer. The Company maintains reserves for fut@areanty claims using an estimated cost per whit, svhich is based primarily on
historical Company claim information. Additionallthe Company has from time to time initiated certasluntary safety recall campaigns.
The Company reserves for all estimated costs agsacwith safety recalls in the period that thesafecalls are announced.

Changes in the Company’s warranty and safety réahllity were as follows (in thousands):

2009 2008 2007
Balance, beginning of peric $ 64,54: $ 70,52! $ 66,38
Warranties issued during the per| 51,33¢ 52,64¢ 54,96
Settlements made during the per (74,027 (71,737 (66,427)
Safety recalls and changes to-existing warranty liabilitie: 26,18’ 13,117 15,591
Balance, end of peric $ 68,04+ $ 64,54 $ 70,52

The liability for safety recall campaigns was $iflion, $4.6 million and $3.7 million at Decemh&t, 2009, 2008 and 2007,
respectively.

Derivative Financial Instruments The Company is exposed to certain risks relabrits ongoing business operations. The primary
risks are foreign currency exchange rate riskr@serate risk and commaodity price risk. To redsigeh risks, the Company selectively uses
derivative financial instruments. All hedging transons are authorized and executed pursuant tdamdgreviewed policies and procedures,
which prohibit the use of financial instruments $peculative trading purposes.

All derivative instruments are recognized on thiabee sheet at fair value (see Note 9). In accamlanith ASC Topic 815,Derivatives
and Hedging,” the accounting for changes in thevaliue of a derivative instrument depends on wéreitthas been designated and qualifies
as part of a hedging relationship and, furtherthentype of hedging relationship. Changes in tivevislue of derivatives that are designated as
fair value hedges, along with the gain or losshenhiedged item, are recorded in current periodmgsnFor derivative
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instruments that are designated as cash flow hetigesffective portion of gains and losses thatiits6from changes in the fair value of
derivative instruments is initially recorded in etlcomprehensive income (OCI) and subsequentlgssified into earnings when the hedged
item affects income. The Company assesses, atlmihception of each hedge and on argomg basis, whether the derivatives that are

in its hedging transactions are highly effectiveffsetting changes in cash flows of the hedgeusteAny ineffective portion is immediately
recognized in earnings. No component of a hedgariydtive instrument’s gain or loss is excludedfrthe assessment of hedge
effectiveness. Derivative instruments which do euedlify for hedge accounting are recorded at falug and any changes in fair value are
recorded in current period earnings. Refer to Ndtéor a detailed description of the Company’s\dive instruments.

Motorcycles and Related Products Revenue Recogritieales are recorded when products are shippetidtesale customers
(independent dealers and distributors) and owngiishiransferred. The Company offers sales incergirograms to both wholesale and retail
customers designed to promote the sale of motasyamd related products. The total costs of thesgrams are recognized as revenue
reductions and are accrued at the later of thetHateelated sales are recorded or the date tleative program is both approved and
communicated.

Financial Services Revenue Recognitioimterest income on finance receivables is reabedeearned and is based on the average
outstanding daily balance for wholesale and regmitivables. Accrued interest is classified wittafice receivables. Certain loan origination
costs, including payments made to dealers for icertdail loans, are deferred and amortized overestimated life of the contract.

Retail loans are generally charged-off at 120 daydractually past due. All retail finance receilesbaccrue interest until either
collected or charged-off. Accordingly, as of DecemB1, 2009 and 2008, all retail finance receivalaiee accounted for as interest-earning
receivables.

Wholesale loans are considered to be impaired wiamagement concludes the dealer will not be abheaice full payment. In making
this determination, management considers the dedieancial performance and payment ability anel flir value of any collateral.
Impairment is determined based on the cash that3H&4pects to receive discounted at the loan’'smalgiate, or the fair value of the
collateral if the loan is collateral dependent. Bleerual of interest on such loans is discontinukdn the collection of the account becomes
doubtful (“non-accrual status loans”). HDFS wilsuene accruing interest on these accounts when pagraee current according to the terms
of the loans and future payments are reasonablyessAs of December 31, 2009, total wholesalenfieareceivables accounted for as non-
accrual status loans were not significant.

Insurance commissions and commissions on the $abe¢ended service contracts are recognized whetraciually earned. Deferred
revenue related to extended service contracts w6 $nillion and $15.3 million as of December 3002 and 2008, respectively.

Research and Development Expensé&xpenditures for research activities relatingroduct development and improvement are
charged against income as incurred and includedmitperating expenses in the consolidated stateaieperations. Research and
development expenses were $143.1 million, $163lkomiand $185.5 million for 2009, 2008 and 20055pectively.

Advertising Costs- The Company expenses the production cost of tsivey the first time the advertising takes platdvertising costs
relate to the Company’s efforts to promote its picid and brands through the use of media. Durifd§2P008 and 2007, the Company
incurred $80.2 million, $89.2 million and $76.9 haih in advertising costs, respectively.

Shipping and Handling CostsThe Company classifies shipping and handlingscasta component of cost of goods sold.
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Reclassifications- The Company has adjusted the format of its statemf operations to present revenues and expéogether versus
the previous format that aligned with the Compamgjsortable segments. For all periods presentétkistatement of operations, financial
services expense has been disaggregated into fhapcvices interest expense and financial sesvicevision for credit losses, and the
remaining amount has been combined with sellingjiatrative and engineering expense.

To conform with the current year presentation riestiring expense for 2008 is presented separgtéhe statement of operations.

As discussed in Note 3, the Company announced iol@c 2009 its intent to divest the MV businesscéxdingly, MV is now
presented as a discontinued operation for all denesented.

Share-Based Award Compensation Cesthe Company recognizes the cost of its shased awards in its statement of operations
total cost of the Company’s equity awards is edqoidheir grant date fair value and is recognizedxgsense on a straight-line basis over the
service periods of the awards. The total cost @@bmpany’s liability for cash-settled awards isa&do their settlement date fair value. The
liability for cash-settled awards is revalued epehiod based on a recalculated fair value adjustedested awards. Total share-based award
compensation expense recognized by the CompanygiR€i09, 2008 and 2007, including stock option mmavested stock awards, was $:
million, $24.5 million and $21.0 million, respeatily, or $11.0 million, $15.3 million and $13.0 nolh net of taxes, respectively.

Income Tax ExpenseThe Company recognizes interest and penaltiageeto unrecognized tax benefits in the provistwrincome
taxes.

New Accounting Standards
Accounting Standards Recently Adof

In December 2007, the FASB issued SFAS No. 141ideeh2007), “Business Combinations,” which was ftediinto ASC Topic 805,
“Business Combinations” (ASC Topic 805). ASC To®@5 changes the accounting for business combirgiioa number of areas including
the treatment of contingent consideration, pre-etiipn contingencies, transaction costs, in-pregesearch and development and
restructuring costs. In addition, under ASC Tof& 8changes in an acquired entity’s deferred tagtasand uncertain tax positions after the
measurement period will impact income tax expeASE Topic 805 is effective for the Company begimniin fiscal year 2009. This standard
will change the Company’s accounting treatmenbfmginess combinations on a prospective basis.

In March 2008, the FASB issued SFAS No. 161, “Disares about Derivative Instruments and HedgingvAiets, an amendment of
FASB Statement No. 133,” which was codified into@%opic 815. ASC Topic 815 requires enhanced déscks about an entigyderivative
and hedging activities. Entities are required tvjgte enhanced disclosures about: (a) how and wtentty uses derivative instruments;

(b) how derivative instruments and related hedgmst are accounted for under pre-codification guidarontained in SFAS No. 133,
“Accounting for Derivative Instruments and Hedgifsgtivity,” and its related interpretations; and f@w derivative instruments and related
hedge items affect an entity’s financial positifinancial performance and cash flows. The Compatopted ASC Topic 815 as of January 1,
2009; see Note 11 for further discussion.

In June 2008, the FASB issued FASB Staff Posit®R) Emerging Issues Task Force (EITF) 03-6-1, éBaining Whether
Instruments Granted in Share-Based Payment Traosadre Participating Securities” (ASC Topic 260-35). ASC Topic 260-10-55
addresses whether instruments granted in share-pagenent transactions are participating securniias to vesting and, therefore, need to
be included in the earnings allocation in compugagnings per share under the two-class methodsasided in SFAS No. 128, “Earnings
Per Share” (ASC Topic 260). Under the guidance S€AT opic 260-10-55, unvested share-based payment
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awards that contain ndotfeitable rights to dividends or dividend equisalls (whether paid or unpaid) are participatingigées and must b
included in the computation of earnings per sharsymant to the two-class method. All prior periednéngs per share information must be
adjusted retrospectively. The Company adopted ABQICT260-10-55 as of January 1, 2009; see Not@fufther discussion.

In December 2008, the FASB issued FSP No. SFASR)3P(“Employers’ Disclosures about Postretirem@amefit Plan Assets” (ASC
Topic 715-20-65). ASC Topic 715-20-65 requires #ddal fair value disclosures about employers’ p@msind postretirement benefit plan
assets consistent with guidance contained in AS@cT@20. Specifically, employers are required tecttise information about how
investment allocation decisions are made, thevidire of each major category of plan assets amarirdtion about the inputs and valuation
techniques used to develop the fair value measuresnoé plan assets. The Company adopted ASC Tde2D-65 as of December 31, 2009;
see Note 15 for further discussion.

In April 2009, the FASB issued three FSPs intentdgorovide additional application guidance and eieadisclosures regarding fair
value measurements and impairments of securities:

e FSP No. FAS 157-4 Determining Fair Value When the Volume and LeveAofivity for the Asset or Liability Have Significaly
Decreased and Identifying Transactions That Are Olaterly’ (ASC Topic 82+-10-65-4);

* FSP No. FAS 1(C-1 and APB 2-1, “Interim Disclosures about Fair Value of Financiattument” (ASC Topic 82-10-65-1); anc

* FSP No. FAS 115-2 and FAS 124-2, “Recognition areséntation of Other-Than-Temporary ImpairmentsSCATopic 320-10-
65-1).

ASC Topic 820-10-65-4 provides additional guidafareestimating fair value in accordance with SFA& N57, “Fair Value
Measurements” (ASC Topic 820), when the volumelawel of activity for the asset or liability havigsificantly decreased in relation to
normal market activity. ASC Topic 820-10-65-4 ailscludes guidance on identifying circumstances ith@itate a transaction is not orderly.
The Company adopted ASC Topic 820-10-65-4 as otM&0, 2009. As the new standard only clarified#xg guidance, there was no
material effect on the Company’s consolidated faiainstatements and notes.

ASC Topic 825-10-65-1 amends FASB Statement No, ‘Migclosures about Fair Value of Financial Instients” ASC Topic 825), t
require disclosures about fair value of finanamstiuments for interim reporting periods of pulylitladed companies as well as in annual
financial statements. This new standard also amAndsunting Principles Board (APB) Opinion No. 2Biterim Financial Reporting” (ASC
Topic 270), to require those disclosures in sumzearfinancial information at interim reporting pmis. The Company adopted ASC Topic
825-10-65-1 as of March 30, 2009; see Notes 9 anfdrifurther discussion.

ASC Topic 320-10-65-1 amends the other-than-tenganmapairment guidance for debt securities to mideeguidance more
operational and to improve the presentation anclatisre of other-than-temporary impairments on delot equity securities in the financial
statements. This new standard does not amendrexisttognition and measurement guidance relateth&-than-temporary impairments of
equity securities. The Company adopted ASC Topi: B2-65-1 as of March 30, 2009. Upon adoption,Gbenpany recorded an increase to
retained earnings of $22.5 million ($14.4 milliovet of tax) and a decrease to accumulated othepraransive income of $22.5 million
($14.4 million, net of tax). See Note 7 for furtltiscussion of the effect of adopting ASC Topic-32065-1 on the Company’s consolidated
financial statements and notes.

In June 2009, the FASB issued SFAS No. 165, “SulbmsgigEvents” (ASC Topic 855). ASC Topic 855 estdi#is the criteria for
subsequent events, including: (a) the period #ftebalance sheet date during which managementegfaating entity shall evaluate events or
transactions that may occur for potential recognitr disclosure in the financial statements; lile) circumstances under which an entity shall
recognize events or
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transactions occurring after the balance sheetidate financial statements; and (c) the disclesuhat an entity shall make about events or
transactions that occurred after the balance statet The Company was required to adopt ASC Tdplicas of June 28, 2009 and made the
appropriate disclosure in Notes 1.

Accounting Standards Not Yet Adop

In June 2009, the FASB issued SFAS No. 166, “Actiagrfor Transfers of Financial Assets, an amendméRASB Statement
No. 140" SFAS No. 166 amends the guidance within ASC T&@0, “Transfers and Servicing,” primarily by reniray the concept of a
qualifying special purpose entity as well as remguhe exception from applying FASB Interpretatidm. 46(R), “Consolidation of Variable
Interest Entities.” Upon the effective adoptioneddbrmerly qualifying special purpose entities dasined under previous accounting
standards) must be evaluated for consolidationimah entity’s financial statements. Additionalllzge guidance within ASC Topic 860 will
require enhanced disclosures about the transfianaricial assets as well as an entity’s continumglvement, if any, in transferred financial
assets.

In June 2009, the FASB issued SFAS No. 167, “Amestmto FASB Interpretation No. 46(R).” SFAS No7Hnends the guidance
within ASC Topic 810, “Consolidationsy adding previously considered qualifying spepialpose entities (the concept of these entities
eliminated by SFAS No. 166). In addition, compamasst perform an analysis to determine whethectimpany’s variable interest or
interests give it a controlling financial inter@sta variable interest entity. Companies must eds®sess on an ongoing basis whether the
company is the primary beneficiary of a variableiast entity.

The Company is required to adopt the new guidanagained within ASC 810 and ASC 860 as of JanuaB010. The new guidance
will require consolidation of the existing qualifig special purpose entities (QSPES) that are motmtly recorded on the Company’s
Consolidated Balance Sheet, resulting in an estidhisiicrease in finance receivables and debt ofdffdilBon. Consolidation of currently
unconsolidated QSPEs will also result in an inadéaghe allowance for finance credit losses fawlgeconsolidated finance receivables al
with changes to the timing and line item reportifigevenue and expense in the Company’s Consotidati@ement of Operations.
Additionally, as part of the consolidation of thégeance receivable securitization trusts, the stweent in retained securitization interests will
be eliminated and no future valuations will be fieegl In accordance with the new guidance, the Gomvill initially measure the assets
and liabilities of the former QSPEs at their cangyvalues (the amounts at which the asset andiiebiwould have been carried in the
Consolidated Financial Statements if ASC Topic Ba@ been effective when the Company first met tmalitions as the primary
beneficiary).

The cumulative effect of adopting these new acdagrgtandards as of January 1, 2010, based oncfadanformation as of
December 31, 2009, would result in an estimatedeagge after-tax charge to retained earnings imahge of $35.0 million to $45.0 million,
which includes the impact of establishing the alitillowance for finance credit losses. The admalct of adopting the new accounting
standards on January 1, 2010 could differ as skurcartainties in the application of these newdgads are resolved.
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2. Additional Balance Sheet and Cash Flow Informatior

The following information represents additionalalketor selected line items included in the condaled balance sheets at December 31
and the statements of cash flows for the yearsceBadeember 31.

Balance Sheet Information:
Inventories, net (in thousands):

2009 2008
Components at the lower of FIFO cost or ma
Raw materials and work in proce $104,64: $140,85-
Motorcycle finished good 168,00: 175,43t
Parts and accessories and general mercha 84,82: 102,98:
Inventory at lower of FIFO cost or marl 357,46¢ 419,27!
Excess of FIFO over LIFO co (34,437) (40,139

$323,02¢ $379,14:

Inventory obsolescence reserves deducted from EtSDwere $34.7 million and $24.1 million as of Bewber 31, 2009 and 2008,
respectively.

Property, plant and equipment, at cost (in thousgnd

2009 2008
Land and related improvemer $ 59,92 $ 59,608
Buildings and related improvemet 474,89: 469,58(
Machinery and equipme 2,311, 77 2,277,59
Construction in progres 112,49t 131,25

2,959,091 2,938,03:
Less: accumulated depreciati 2,052,18 1,881,10!

$ 906,90t $1,056,92

Accrued liabilities (in thousands):

2009 2008
Payroll, performance incentives and related expe $137,520 $158,12¢
Restructuring reserve 67,71 2,14¢
Warranty and recall 68,04« 64,54
Sales incentive progran 62,20¢ 84,68:
Income taxe: 16,03¢ 10,77(
Fair value of derivative financial instrumel 16,29: 23,50:
Other 146,26 159,69(

$514,08: $503,46¢

Components of accumulated other comprehensive hes®f tax (in thousands):

2009 2008
Cumulative foreign currency translation adjustn $ 46,10 $ 15,17:
Unrealized loss on investment in retained secatitin interes (3,489 (2,677
Unrealized net loss on derivative financial insteunts (8,940 (7,709
Unrecognized pension and postretirement benefit lddilities (451,57 (527,32}

$(417,899 $(522,52¢)
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Cash Flow Information:

The reconciliation of net (loss) income to net cpsivided by (used by) operating activities of downihg operations is as follows (in
thousands):

2009 2008 2007
Cash flows from operating activitie
Net (loss) incom $ (55,11¢) $ 654,71 $ 933,84
Loss from discontinued operatio (125,75) (29,517 —
Income from continuing operatiol 70,64 684,23! 933,84
Adjustments to reconcile net income to net caskigeal by operating
activities:
Depreciatior 246,34 220,75! 204,17.
Provision for employee lol-term benefits 118,20: 76,42¢ 75,68:
Contributions to pension and postretirement p (233,229 (19,517 (15,309
Stock compensation exper 17,57¢ 24 ,47: 20,97«
Loss (gain) on otbalance sheet securitizatic — 5,37( (36,039
Net change in wholesale finance receival 332,16° 99,37: 22,81¢
Origination of retail finance receivables held $ate (1,180,46) (2,788,46) (2,919,93)
Collections on retail finance receivables heldSale 919,20: 507,10¢ 110,75t
Proceeds from securitization of retail finance reaisles — 467,72. 2,486,78
Impairment of retained securitization intere 45,37( 41,40: 9,93
Lower of cost or fair market value adjustment arafice receivables
held for sale 5,89¢ 37,76¢ —
Goodwill and other impairmen 46,41( — —
Pension and postretirement healthcare plan cueailmnd settlement
expense 37,81« — —
Provision for credit losse 169,20t 39,55t 11,25:
Deferred income taxe 6,931 (46,729 (60,779
Foreign currency adjustmer (22,239 2,892 (14,58)
Other, ne 76,44" 53,97¢ 23,977
Changes in current assets and liabilit
Accounts receivable, n 8,80¢ 2,71C (26,399
Finance receivable- accrued interest and ot (3,360 (7,149 (29,680
Inventories 85,47: (42,267) (48,019
Accounts payable and accrued liabilit (239,009 45,99¢ 41,21(
Restructuring reserve 65,98¢ 2,14¢ —
Derivative instrument 4,711 (11,967 3,49
Other 30,12¢ (3,855 (6,01
Total adjustment 538,36 (1,292,26.) (135,69)
Net cash provided by (used by) operating activitiesontinuing operation $ 609,01( $ (608,029 $ 798,14
Cash paid during the period for interest and inctemes (in thousands):
2000 ___2008 __ 2007
Interest $ 336,45: $ 128,00t $ 81,47
Income taxe: $123,23. $413,99¢ $568,81!

Interest paid represents interest payments of H@¥8ided in financial services expense) and irgigpayments of the Company
(included in interest expense).
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Non-cash investing activity during the period (iotsands):

2009 2008 2007
Investment in retained securitization interestenad in
connection with securitizations during the y $ — $ 87,17: $ 170,17:

3. MV Agusta Acquisition and Planned Divestiture

On August 8, 2008, the Company completed of itelpase of privately-held Italian motorcycle maker Myusta (MV). The Company
acquired 100 percent of MV shares for total corrsitien of €68.3 million ($105.1 million), which ihaled the satisfaction of existing bank
debt for €47.5 million ($73.2 million). The Compafiyanced the transaction and MV's initial workiogpital requirements through
€130.0 million of debt under existing credit fadd.

The operating results of MV, which were part of Metorcycles segment, have been included in the g2amy's consolidated financial
statements from the date of acquisition. Pro formf@mation reflecting this acquisition has not beksclosed as the pro forma impact on
consolidated net income would not be material.

The following table summarizes the fair valueshaf MV assets acquired and liabilities assumedeatittie of acquisition (in thousanc

Current assets, net of cash acqu $ 60,48
Property, plant and equipme 39,46¢
Goodwill 85,75(
Intangible asset 52,81
Other noncurrent asse 3,73¢
Total asset 242,25.
Current liabilities 123,11¢
Noncurrent liabilities 23,57¢
Total liabilities 146,69¢

Net assets acquire $ 95,55/

In conjunction with the acquisition of MV, the Coempy recorded goodwill of $85.8 million, none of whiis tax deductible, and
intangible assets with an initial fair value of $illion. Of the total intangible assets acquijr$8.1 million was assigned to patents with
useful lives of ten years, $6.3 million was asstyteemiscellaneous intangibles with useful liveseben years and $18.3 million was
assigned to trademarks that are not subject totaration. The remaining $20.1 million was assigtedesearch and development assets that
were written off subsequent to the acquisition diat@ccordance with pre-codification guidance cowd in FASB Interpretation Number
(FIN) 4, “Applicability of FASB Statement No. 2 Business Combinations Accounted for by the Purchesthod.” This resulted in a one-
time expense of $20.1 million.

In October 2009, the Company unveiled a new busierategy to drive growth through a focus of éff@nd resources on the unique
strengths of the Harley-Davidson brand and to eoég@noductivity and profitability through continumimprovement. The Company’s Board
of Directors approved and the Company committeitiéadivestiture of MV as part of this strategy.&eesult, MV is now presented as a
discontinued operation for all periods presented.
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The following table summarizes the net revenueitaxdoss and loss per common share from discoatiroperations for the periods
noted (in thousands except per share amounts):

Twelve months ende
August 8, 2008 -

December 31, 2009 December 31, 20C
Revenue $ 56,72¢ $ 15,89:
Loss before income taxi $ (165,38) $ (31,944
Loss per common sha $ (0.59) $ (0.19)

During 2009, the Company recorded an impairmentgehaf $115.4 million which represented the exa#sset book value of the held-
for sale assets over the fair value less sellirggscd he impairment charge is included in loss fdisecontinued operations and consisted of
$85.5 million goodwill impairment, $19.8 milliondgd asset impairment and $10.1 million intangitdsed impairment.

The effective tax rate for M8 income tax benefit during 2009 and 2008 was 240867.3%, respectively. The 2009 income tax bt
includes a $42.0 million benefit associated witpested tax deductions resulting from losses incuorethe Company'’s investments in and
loans made to MV. These benefits were calculatédi®26.0 million that the Company deemed to beeutain tax benefits.

At December 31, 2009, assets of discontinued dpesatonsisted of $35.6 million of accounts recbiganet; $36.0 million of
inventories; $31.2 million of property, plant amgu@ment, net; and $78.4 million of other assetsD&cember 31, 2009, liabilities of
discontinued operations consisted of $55.7 milbbaccounts payable and accrued liabilities and&&8llion of other liabilities.

4. Restructuring Expense and Other Impairments
2009 Restructuring Plan

During 2009, in response to the U.S. economic séeasand worldwide slowdown in consumer demand Qbmpany committed to a
volume reduction and a combination of restructudngons (2009 Restructuring Plan) in the Motoregaind Financial Services segments
which are expected to be completed by 2012. Th® Eastructuring Plan was designed to reduce exiegxxcity, exit certain business
operations and lower the Company'’s cost strucfline. Company’s planned actions include:

» consolidating its two engine and transmission glamthe Milwaukee area into its facility in Menone® Falls, Wisconsit

» closing its distribution facility in Franklin, Wisnisin and consolidating Parts and Accessories amt@l Merchandise
distribution through a third part

» discontinuing the domestic transportation fl¢
» consolidating its vehicle test facilities from tarlcations in Alabama, Arizona and Florida int@ docation in Arizona

» restructuring its York, Pennsylvania motorcycledarction facility to focus on the core operationsrastorcycle assembly, metal
fabrication and paint; ar

e exiting the Buell product line

The 2009 Restructuring Plan includes a reductioappiroximately 2,700 to 2,900 hourly productionifposs and approximately 720
non{production, primarily salaried positions within thktorcycles segment and approximately 100 salgy@sitions in the Financial Servic
segment. These reductions began in 2009 and aeetexpto be completed during 2011.

Restructuring charges consist of employee severmmtéermination costs, accelerated depreciatiath@tong lived assets that will be
exited as part of the 2009 Restructuring Plan dahdraelated costs. As of December 31, 2009, apmaely 2,000 employees have left the
Company under the 2009 Restructuring Plan.
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The following table summarizes the 2009 RestruntuRlan reserve recorded in accrued liabilitiesfd3ecember 31, 2009 (in
thousands):

Motorcycles & Related Products Financial Services
Employee Employee Consolidatec
Severance and Accelerated Severance and
Termination Costs Depreciation Other Total Termination Costs Other Total Total

Restructuring expens $ 103,76¢ $ 26,90t $72,27¢ $202,95. $ 1,67¢ $1,62¢ $330z $ 206,25

Utilized — cash (29,88 — (40,856 (70,74 (1,460 (1,197  (2,65)) (73,399

Utilized — noncast (37,819 (26,905 = (64,719 - (42€) (42€) (65,145
Balance December 31,

2009 $ 36,07C $ — $31,42: $6749: $ 21¢ $ — $ 21¢ $ 67,71

Other restructuring costs include items such agxitecosts for terminating supply contracts, le@seination and moving costs.

2008 Restructuring Plan

During the second quarter of 2008, the Companyified a plan to ship fewer motorcycles to its wuaiilde dealer network in 2008 than
it shipped in 2007. The Company executed this reégiuthrough temporary plant shutdowns, adjustely gaoduction rates and a workforce
reduction involving approximately 730 positions. &sesult of the workforce reduction plan, the Camprecorded a $12.4 million charge
during 2008. The total restructuring charge coadisif $7.6 million of employee severance benefits $4.8 million of special retiree benet
for those individuals eligible to receive benefiid. employees and contract workers affected by26@8 Restructuring Plan departed from
Company during 2008.

The following table summarizes the Company’s 20@8tRicturing Plan reserve activity during 2008 2a69 (in thousands):

Employee Severance ar

Termination Costs

Original reserve $ 7,59¢
Utilized - cash (5,445
Balance, December 31, 20 $ 2,14¢
Utilized — cash (2,149
Balance, December 31, 20 $ —

Buell Asset Impairmel

During October 2009, the Company unveiled a neatedy that is designed to strengthen the Harleyid3awn brand for long-term
future growth by focusing exclusively on the Harl@gvidson brand. As a result, the Company annouiteeas exiting the Buell product lir
during the fourth quarter of 2009. The Company uheiteed that an evaluation of the carrying valu¢hef Buell fixed assets was necessary
the Company recorded a fixed asset impairment ehafr§18.0 million in 2009.
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5.  Goodwill

The changes in the carrying amount of goodwillacteof the Company’s reporting segments for thesyeaded December 31, 2009
and 2008 were as follows (in thousands):

Financial
Motorcycles Services Total
December 31, 20C $ 32,56( $ 28,84( $ 61,40(
Currency translatio (1,269 — (1,269
December 31, 20C $ 31,29 $ 28,84( $60,13:
Impairment — (28,387 (28,387)
Currency translatio 60¢ — 60¢
Other (500 (459 953
December 31, 20C $ 31,40( $ — $ 31,40(

As a result of the Company'’s lower retail salesunwd projections and the decline in operating peréarce at HDFS during 2009 due to
significant write-downs of its loan portfolio anoviestment in retained securitization interests Gbmpany performed an impairment test of
the goodwill balance associated with HDFS as o228 2009. The results of the impairment testiaigid the current fair value of HDFS
had declined below its carrying value and as shelCtompany recorded an impairment charge of $28libmduring 2009.

6. Finance Receivables
Finance receivables held for investment, net aebdaer 31 for the past five years were as followshousands):

2009 2008 2007 2006 2005

Wholesale
United State: $ 787,89: $1,074,37  $1,132,74: $1,206,75 $1,040,22
Europe — — 86,941 66,42 59,96(
Canads 82,11( 89,85¢ 108,75¢ 65,53¢ 50,097
Total wholesale 870,00: 1,164,23! 1,328,45 1,338,71. 1,150,27

Retail

United State: 3,835,23! 514,63’ 485,57¢ 409,78¢ 319,85¢
Canads 256,65¢ 226,08:¢ 228,85( 174,89: 149,59
Total retail 4,091,89: 740,72: 714,42¢ 584,68: 469,45:
4,961,89: 1,904,95 2,042,88I 1,923,39. 1,619,733l
Allowance for credit losse 150,08: 40,06¢ 30,29¢ 27,28 26,16
4,811,81. 1,864,88! 2,012,58! 1,896,11. 1,593,56!
Investment in retained securitization intere 245,35( 330,67+ 407,74 384,10¢ 349,65¢

$5,057,16;  $2,195,56: $2,420,32° $2,280,21  $1,943,22

Finance receivables held for sale at December Bthéopast five years were as follows (in thousgnds

2009 2008 2007 2006 2005

Retail
United State: $— $2,443,96! $781,28( $547,10¢ $299,37:

80



Table of Contents

During the second quarter of 2009, the Companwsadied $3.14 billion of finance receivables higidsale at the lower of cost or fair
value to finance receivables held for investmeat, due to the Company’s decision to structure zation transactions in a manner that
will not qualify for accounting sale treatment untlee provisions of ASC Topic 860-40. Includediimaince receivables held for sale at
December 31, 2008 is a lower of cost or marketsidjent of $31.7 million. Included in the Compan@snsolidated Balance Sheet at
December 31, 2009 and 2008 are finance receivab®.81 billion and $649.8 million, respectivelyhich were restricted as collateral for
the payment of secured borrowings, and other rlalidigations, as discussed in Note 8.

HDFS has cross-border outstandings to CanadaBseagfmber 31, 2009, 2008 and 2007 of $77.1 milat5.8 million and $92.2
million, respectively.

HDFS provides wholesale financing to the Compamyependent dealers. Wholesale loans to dealergeserally secured by financed
inventory or property and are originated in the .\&isd Canada. Effective January 1, 2008, the fimaaceivables and related assets of the
international wholesale operations located in Okf@ngland were transferred at book value to HaBlayidson Europe Ltd., a subsidiary of
HDMC. Beginning in 2008, HDMC assumed responsipiiitr the collection of all wholesale receivablasGurope.

HDFS provides retail financial services to custararthe Company’s independent dealers in the drStates and Canada. The
origination of retail loans is a separate and nigstiransaction between HDFS and the retail custoumeelated to the Company’s sale of
product to its dealers. Retail loans consist ofisst promissory notes and installment loans. HD&I8sheither titles or liens on titles to
vehicles financed by promissory notes and instailn@ans. As of December 31, 2009 and 2008, apprabdly 11% of gross outstanding
finance receivables were originated in Texas.

At December 31, 2009 and 2008, unused lines ofitoeeatended to HDFS’ wholesale finance custometaéd $1.16 billion and $941.9
million, respectively. Approved but unfunded refailance loans totaled $123.9 million and $263.1lion at December 31, 2009 and 2008,
respectively.

Wholesale finance receivables are related priméwilpotorcycles and related parts and accessaies ® independent dealers and are
generally contractually due within one year. Reiaénce receivables are primarily related to safamotorcycles to the dealers’ customers.
On December 31, 2009, contractual maturities @rfae receivables held for investment (excludingimed securitization interests) were as
follows (in thousands):

United

States Canada Total
2010 $1,237,99¢ $113,30: $1,351,30!
2011 469,43 33,23: 502,66!
2012 525,96« 37,26: 563,22
2013 589,31¢ 41,78( 631,09¢
2014 660,32¢ 46,84¢ 707,17
Thereafte 1,140,08I 66,34¢ 1,206,43,
Total $4,623,12 $338,76¢ $4,961,89

As of December 31, 2009, all finance receivables after one year were at fixed interest rates.
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The allowance for finance credit losses on finamoeivables held for investment is comprised oiviiddial components relating to
wholesale and retail finance receivables. Changésa allowance for finance credit losses on fimareceivables held for investment for the
years ended December 31 were as follows (in thalsje

2009 2008 2007
Balance at beginning of ye $ 40,06¢ $ 30,29t $27,28:!
Provision for finance credit loss 169,20t 39,55¢ 11,25:
Chargeoffs, net of recoverie (59,197) (29,787) (8,240)
Balance at end of ye $150,08: $ 40,06¢ $30,29¢

The increase in the provision for credit lossesrdu2009 primarily resulted from the reclassificatiof $3.14 billion of finance
receivables held for sale to finance receivabldd fog investment at the end of the second quarft@009. The reclassification was due to the
structure of the Company’s May 2009 term asset-b@aclecuritization transaction and management'sitiitestructure subsequent
securitization transactions in a manner that woitdmeet the requirements of accounting sale tresatnT he reclassification resulted in an
additional provision for credit losses of $72.7lioil.

The carrying value of retail and wholesale finareeeivables contractually past due 90 days or mbBecember 31 for the past five
years were as follows (in thousanc

2009 2008 2007 2006 2005

United State: $24,62¢ $23,67¢ $6,20¢  $4,47¢  $2,57¢
Canade 2,161 1,27¢ 1,75¢ 1,561 1,44
Europe — — 38¢€ 452 282
Total $26,79C  $24,95! $8,35( $6,48¢  $4,29¢

7. Off-Balance Sheet Finance Receivable Securitization Tmaactions

During 2008 and 2007, the Company sold $540.0 anilind $2.53 billion, respectively, of retail matyele loans through securitizati
transactions utilizing QSPESs (see Note 1). Theles sasulted in cash proceeds of $467.7 million %249 billion during 2008 and 2007,
respectively. There were no off-balance sheet g&mtion transactions during 2009. The Companginst an interest in excess cash flows,
subordinated securities and cash reserve accopositg, collectively referred to as investmentdtained securitization interests (a
component of finance receivables held for investnrethe Company’s Consolidated Balance Sheets).démpany retains servicing rights
and receives annual servicing fees approximatingfLée outstanding securitized retail loans. HBESiced $1.89 billion and $3.25 billion
of securitized retail loans as of December 31, 22092008, respectively. The total investment tained securitization interests received in
connection with securitizations during the yeartfar last three years is disclosed under non-caasiing activities in Note 2. In conjunction
with sales prior to 2009, HDFS had investmentstained securitization interests of $245.4 millord $330.7 million at December 31, 2009
and 2008, respectively.

The Company’s investment in retained securitizatimerests, excluding servicing rights, is suboadknto the interests of securitization
trust investors. Such investors have priority iests in the cash collections on the retail loatd teothe securitization trust (after payment of
servicing fees) and in the cash reserve accourntsitsp These priority interests ultimately coulgawat the value of the Compasyihvestmer
in retained securitization interests. Investorsidbhave recourse to the assets of HDFS for fad@ithe obligors on the retail loans to pay
when due. The investment in retained securitizatiterests is recorded at fair value. Key assumgtio the valuation of the investment in
retained securitization interests and in calcugatire gain or loss on current year securitizatemescredit losses, prepayments and discount
rate.
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As discussed in Note 1, the Company adopted ASGcT3#D-10-65-1 on March 30, 2009. In accordancé wie new standard, if
management has no intent to sell the other-thapaeanily impaired investment and it is more likéhyan not that it will not be required to
sell, only the credit loss component of the impa&intnis recognized in earnings, while the rest efithpairment is recognized as an unrealized
loss in other comprehensive income. The creditdassponent recognized in earnings is identifiethasamount of cash flows not expecte
be received over the remaining life of the investtres projected using assumptions for credit lgggepayments and discounts rates as
discussed below.

Upon adoption of ASC Topic 320-10-65-1, the Compesoorded an increase to the opening balance aifieat earnings of $22.5
million ($14.4 million, net of tax) and a decreaseaccumulated other comprehensive income of $2@l®n ($14.4 million, net of tax) to
reclassify the nomredit component of $52.2 million of previously ognized impairments on its investment in retaineclistization interest
The credit component of previously recognized impants on its investment in retained securitizatiearests was $29.7 million. The fair
value of the investment in retained securitizatigerests did not change.

During the nine months from the date of adoptioDéxember 31, 2009, the Company recorded othertraporary impairments
related to its investment in retained securitizatitterests. The impairments were due to higheraheind anticipated credit losses partially
offset by a slowing in actual and expected prepayrapeeds on certain securitization portfoliosplescribed by ASC Topic 320-10-65-1,
the Company recognized the credit component obther-than-temporary impairment in earnings ancdhibre-credit component in other
comprehensive income as the Company does not inbesell the investment and it is more likely thraoi that the Company will not be
required to sell it prior to recovery of its costsis. The components of the impairment are asvslign thousands):

Nine months ende:

December 31,

2009
Total othe-thar-temporary impairment loss: $ 22,24(
Portion of loss reclassified from other comprehemgicome 6,00(
Net impairment losses recognized in earni $ 28,24(

The following activity only applies to other-thagrtporary impairments on investment in retained isézation interests for which a
component of the impairment is recognized in eg®iend a component is recognized in other compsireimcome. The total credit
component of other-than-temporary impairments raizegl in earnings for all investment in retainedusiization interests still held as of
December 31, 2009 is as follows (in thousands):

Nine months ende:

December 31,

2009
Balance, beginning of peric $ 29,68t
Credit component recognized in earnings duringoréod 28,24(
Reductions due to sale/repurch® (959

(1) The Company exercised its 10% clean up call re@seloption for certain securitization tru:

Prior to March 30, 2009, if an impairment existed ananagement deemed it to be other-than-tempdtaentire impairment was
recorded in the consolidated statements of opermtiouring the three months ended March 29, 20@9Company recorded an other-than-
temporary impairment charge of $17.1 million retate its investment in retained securitization iegts which included both the credit and
non-credit components.
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During 2008, the Company recorded an other-thampteary impairment charge of $41.4 million relatedts investment in retained
securitization interests. The decline in fair vahwow amortized cost was due to higher actualaantitipated credit losses on certain
securitization portfolios, and an increased distoate in the fourth quarter of 2008 from 12% t&4.8 his charge was recorded as a
reduction of financial services revenue.

The following table summarizes the amortized cfast,value and gross unrealized gains and loss#sedhvestment in retained
securitization interests (in thousands):

December 31, 2009
Investment in Retained
Securitization Interests

Total Investment Currently in a Loss Positior Investment in Retained
in Retained Securitization Interests
Securitization Interests for less than 12 Months Currently in a Gain Position
Amortized cos $ 250,79: $ 161,85’ $ 88,93¢
Gross unrealized gail 1,64t — 1,64t
Gross unrealized loss (7,08¢) (7,08¢) —
Fair value $ 245,35( $ 154,76¢ $ 90,58

The unrealized loss position is primarily due tifference between the discount rate used to catiedihir value at December 31, 2009
and the initial rate used to value the retainedistization interests at their inception. The diggbrate used at December 31, 2009 to calc
fair value was 15%. A discount rate of 12% was ueethlculate the portion of unrealized gain/losgtee securitization and the initial value
of the investment in retained securitization ins¢seNone of the investments in retained secutitizanterests have been in a continuous loss
position for more than twelve months.

The investment in retained securitization interésts no stated contractual maturity date. Histbyicthe investment in retained
securitization interests has a life of approximafelr years.

At the date of the transaction, the following weaghaverage key assumptions were used to caldhkatess on the securitization
completed in 2008:

2008
Prepayment speed (Single Monthly Mortali 2.0(%
Weightec-average life (in year: 1.9t

Expected cumulative net credit los! 4.25%
Residual cash flows discount ri 12.0(%

As of December 31, 2009 and 2008, respectivelyfdh@wing weighted-average key assumptions werzus value the investment in
retained securitization interests:

2009 2008
Prepayment speed (Single Monthly Mortali 1.71% 1.8¢%
Weightec-average life (in year: 2.07 2.0¢

Expected cumulative net credit los! 5.7(% 4.6%
Residual cash flows discount ri 14.7% 17.8%

Expected cumulative net credit losses are a keynggison in the valuation of the investment in retal securitization interests. As of
December 31, 2009, 2008 and 2007, respectivelyghted-average expected net credit losses for tlleasecuritizations were 5.70%, 4.63%
and 3.89%. The table below summarizes, as of DeeeBih 2009, 2008 and 2007, respectively, expegtighted-average cumulative net
credit losses by year of securitization, expressed percentage of the original balance of loangrized for all securitizations completed
during the years noted.
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Expected weighted-average cumulative net credit lsss (%) as of: 2008 2007 2006 2005

December 31, 200 5.7%% 6.12% 5.32% 4.87%
December 31, 20C 4.5(% 4.6€% 4.7¢% 4.6€%
December 31, 200 — 3.8&% 4.0(% 4.1%

Detailed below at December 31, 2009 and 2008 eisémsitivity of the fair value to immediate 10% &9% adverse changes in the
weighted-average key assumptions for the investinenatained securitization interests (dollarshiausands):

2009 2008
Carrying amount/fair value of retained intere $245,35( $330,67:
Weightec-average life (in year: 2.07 2.0¢
Prepayment speed assumption (monthly rate 1.71% 1.8¢%
Impact on fair value of 10% adverse cha $ (2,400 $ (5,700
Impact on fair value of 20% adverse cha $ (4,600 $(11,300)
Expected cumulative net credit losses 5.7(% 4.6%
Impact on fair value of 10% adverse cha $(36,400) $(36,400
Impact on fair value of 20% adverse cha $(72,200) $(72,700
Residual cash flows discount rate (annual) 14.7%% 17.8%
Impact on fair value of 10% adverse cha $ (4,500 $ (8,600
Impact on fair value of 20% adverse cha $ (9,000 $(16,800()

These sensitivities are hypothetical and shouldeatonsidered to be predictive of future perforceaiChanges in fair value generally
cannot be extrapolated because the relationstipafge in assumption to change in fair value mayadinear. Also, in this table, the effect
of a variation in a particular assumption on thevalue of the retained interest is calculatecepehdently from any change in another
assumption. In reality, changes in one factor natribute to changes in another, which may magmifgounteract the sensitivities.
Furthermore, the estimated fair values as disclebedld not be considered indicative of future gays on these assets.

The table below provides information regarding @i@rcash flows received from and paid to all mogoke loan securitization trusts
during the years ended December 31, 2009 and 20@8ousands):

2009 2008
Proceeds from new securitizatic $ — $ 467,72:
Servicing fees receive $ 26,69 $ 43,04¢
Other cash flows received on retained inter $ 69,41¢ $ 132,59
10% clea-up call repurchase optic $(161,39() $(150,24()

Managed retail motorcycle loans consist of allitetetorcycle installment loans serviced by HDFSluding those held by
securitization trusts and those held by HDFS. ABe¢ember 31, 2009 and 2008, managed retail matierégans totaled $5.59 billion and
$6.03 billion, respectively, of which $1.89 billi@md $3.25 billion, respectively, were securitiz€de principal amount of managed retail
motorcycle loans 30 days or more past due was $38#lion and $339.1 million at December 31, 200@ 2008, respectively. The principal
amount of securitized retail motorcycle loans 39sdar more past due was $183.7 million and $225l@mat December 31, 2009 and 20
respectively. Managed loans 30 days or more pasegaolude loans reclassified as repossessed inye@iaedit losses, net of recoveries, of
the managed retail motorcycle loans were $167.4omjl$138.7 million and $106.5 million during 200808 and 2007, respectively.
Securitized retail motorcycle loan credit lossed,of recoveries, were $94.6 million, $107.9 miiliand $93.9 million during 2009, 2008 and
2007, respectively.
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8.  Secured Borrowings
Asse-Backed Commercial Paper Conduit Facility

In December 2008, HDFS transferred $666.7 millibb . retail motorcycle finance receivables tgaaal purpose entity (SPE),
which in turn issued $500.0 million of debt to thiparty bank-sponsored asset-backed commercial papduits. The SPE funded the
purchase of the finance receivables from HDFS pilyneith cash obtained through the issuance ofdékt. In April 2009, HDFS replaced
its December 2008 asset-backed commercial papé@uddacility agreement with a new agreement (20@&duit Loan Agreement).

As part of the April 2009 transaction, HDFS tramsfd an additional $354.4 million of U.S. retail toeycle loans to the SPE and
increased the debt issued to the third-party banksored conduits from $500.0 million to $640.2ligril. HDFS is the primary beneficiary of
the SPE, and the finance receivables transfer mloesatisfy the requirements for accounting saatment under ASC Topic 860. Therefore,
the assets and associated debt are included Ddmpany’s financial statements. The SPE is a sapkagal entity and as such the assets of
the SPE are restricted as collateral for the paymtihe debt or other obligations arising in trensaction and are not available to pay other
obligations or claims of the Company’s creditors.

The 2009 Conduit Loan Agreement provides for al iggregate commitment of up to $1.20 billion bagsedamong other things, the
amount of eligible U.S. retail motorcycle loanschby the SPE as collateral. The interest ratethierdebt provide for interest on the
outstanding principal based on prevailing commépdger rates, or LIBOR plus a specified margith®extent the advance is not funded by
a conduit lender through the issuance of commepeiper. The 2009 Conduit Loan Agreement also pes/fdr an unused commitment fee
based on the unused portion of the total aggregatemitment of $1.20 billion. There is no amortipatischedule; however, the debt is
reduced monthly as available collections on theteel finance receivables are applied to outstanglimgipal with the balance due at
maturity. Unless earlier terminated or extendedrioyual agreement of HDFS and the lenders, the Z@B®uit Loan Agreement will expire
on April 29, 2010, at which time HDFS will be oldigd to repay any amounts outstanding in full.

At December 31, 2009, HDFS had no borrowings ontitey under the asset-backed commercial paper ddiadility. The SPE held
$55.2 million of finance receivables and $3.6 roilliof cash collections restricted as collateraktier payment of fees associated with the
unused portion of the total aggregate commitme$1a20 billion. The assets of the SPE totaled $@dlllon at December 31, 2009, and are
included primarily in finance receivables and otbarent assets in the Company’s Consolidated Bal&heet.

At December 31, 2008 the assets of the SPE to##i86.3 million. The SPE held finance receivable$69.8 million and cash
collections of $24.1 million restricted as collateior the payment of $500.0 million of short-teasset-backed commercial paper conduit
facility debt, which is included in the Company’stGolidated Balance Sheet.

For the year ended December 31, 2009 and 200§REerecorded interest expense on the debt of $dillidn and $3.7 million,
respectively, which is included in HDFS interespemnse, a component of Financial Services expertgew€ighted average interest rate of
outstanding asset-backed commercial paper conatility, which includes the impact of the intereste swap agreements, was 8.33% and
6.97% at December 31, 2009 and 2008, respectively.
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On-Balance Sheet Finance Receivable Securitizations

In 2009, HDFS transferred $3.08 billion of U.Saikmotorcycle loans to four separate SPEs. ThesSPEirn issued the following
secured notes with the related maturity dates atedest rates (in thousands):

Weighted-
Average
Rate at
Principal Date of
Issue Date Amount Issuance Maturity Date
May 2009 $500,00( 2.71% May 2010- January 201
July 2008 $700,00( 2.11% July 201C- February 201
October 200¢ $700,00( 1.1€% October 201(- April 2017
December 200 $562,49¢ 1.55% December 201- June 201

These term asset-backed securitization transaotiens “eligible collateral” under the Federal ReseBank of New York's Term
Asset-backed securities Loan Facility (TALF) pragra’he notes are secured by future collections@fpurchased U.S. retail motorcycle
loans. The structure of these term asset-backediseation transactions did not satisfy the requmients for accounting sale treatment under
ASC Topic 860; therefore, the securitized U.S.ifratatorcycle loans, resulting secured borrowingd ather related assets and liabilities of
the SPEs are included in the Company’s consolidittedcial statements as HDFS is the primary beraff of the SPEs.

The SPEs are separate legal entities and the &t&8l. motorcycle loans that have been includedhénterm asset-backed securitizations
are only available for payment of the secured debitother obligations arising from the term asseikbd securitization transactions and are
not available to pay other obligations or claimshaf Company’s creditors until the associated sztdebt and other obligations are satisfied.
Cash and cash equivalent balances held by the &REsed only to support the on-balance sheetiteations. There is no amortization
schedule for the secured notes; however, the debtuced monthly as available collections on ¢heted U.S. retail motorcycle loans are
applied to outstanding principal. The expectedfliieeach issuance ranges from one to four yeaedaestimated credit losses and
prepayment speeds.

The assets of the SPEs totaled $2.93 billion aebBwer 31, 2009 and are included primarily in firmreceivables held for investment
and restricted cash (a component of other curiggdta) in the Company’s Consolidated Balance SAe&ecember 31, 2009, the SPEs held
finance receivables of $2.75 billion restricteccaiateral for the payment of $2.16 billion securedes, of which $921.1 million is classified
as current portion of long term debt and $1.24dyilis classified as long-term debt in the Compar@onsolidated Balance Sheet. The SPEs
also held $164.1 million of cash restricted for p@yt on the outstanding debt at December 31, 2D0Ang 2009, the SPESs recorded interest
expense on the secured notes of $17.3 million, lwvisiéncluded in HDFS interest expense, a compooghRinancial Services expense.

9. Fair Value of Financial Instruments

The Company'’s financial instruments consist pritgaosf cash and cash equivalents, marketable séesirttade receivables, finance
receivables held for investment, net, finance redaies held for sale, trade payables, debt, foreigrency contracts and interest rate swaps
(derivative instruments are discussed further iteNid). Under U.S. GAAP certain of these itemsracggiired to be recorded in the financial
statements at fair value, while others are requivdak recorded at historical cost.
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The following table summarizes the fair value aadying value of the Company'’s financial instrurreeat December 31, 2009 (in
thousands):

2009 2008
Fair Value Carrying Value Fair Value Carrying Value
Assets:
Cash and cash equivalel $1,630,43. $ 1,630,43 $ 568,89« $ 568,89
Marketable securitie $ 39,68¢ $ 39,68t $ — $ —
Accounts receivable, n $ 269,37 $ 269,37: $ 265,31¢ $ 265,31¢
Restricted cas $ 167,66 $ 167,66 $ — $ —
Derivatives $ 13,67¢ $ 13,67¢ $ 31,50¢ $  31,50¢
Finance receivables held for s $ — $ — $2,443,96! $ 2,443,96!
Finance receivables held for investm $4,802,32; $ 4,811,81. $1,864,88! $ 1,864,88!
Investment in retained securitization intere $ 245,35( $ 245,35( $ 330,67- $ 330,67
Liabilities:
Accounts payabl $ 162,51 $ 162,51 $ 303,27. $ 303,27.
Derivatives $ 16,29: $ 16,29: $ 23,50¢ $ 23,50:¢
Unsecured commercial pag $ 325,09¢ $ 325,09¢ $1,416,44' $ 1,416,44
Asse-backed commercial paper conduit faci $ — $ — $ 500,00( $ 500,00(
Credit facilities $ 448,04¢ $ 448,04 $ 390,93: $ 390,93:
Medium-term notes $2,152,61. $ 2,103,39 $1,034,90 $ 1,607,501
Senior unsecured not $ 816,99¢ $ 600,00( $ — $ —
Or-balance sheet securitization d $2,166,05I $ 2,159,58! $ — $ —

Cash and Cash Equivalents, Restricted Cash, Acsdreteivable, Net and Accounts PayabWith the exception of certain money-
market investments, these items are recorded ifirthecial statements at historical cost. The his&b cost basis for these amounts is
estimated to approximate their respective fair @aldue to the short maturity of these instruments.

Marketable Securities Marketable securities are recorded in the finargtatiements at fair value. The fair value of maakks securitie
is based primarily on quoted market prices. Chaimgésr value are recorded, net of tax, as otleengrehensive income and included as a
component of shareholders’ equity.

Finance Receivables Held for Investment, NBetail and wholesale finance receivables includdihance receivables held for
investment are recorded in the financial statematnitsstorical cost less an allowance for credis&s. The fair value of retail finance
receivables is generally calculated by discountirigre cash flows using an estimated discountttetereflects current credit, interest rate
prepayment risks associated with similar typesisfruments. The historical cost basis of wholefabnce receivables approximates fair
value because they either are short-term or haeeeist rates that adjust with changes in marketést rates.

The investment in retained securitization interestsch is a component of finance receivables fi@ldnvestment in the Consolidated
Balance Sheets, is recorded in the financial statésnat fair value and is estimated based on #eept value of future expected cash flows
using management’s best estimates of the key assmnap

Finance Receivables Held for Sal&inance receivables held for sale in the aggregate recorded at the lower of cost or estimaten
value. HDFS used discounted cash flow methodoldgiestimate the fair value of finance receivabielsl for sale that incorporate
appropriate assumptions for discount rate, fundiwgjs and credit enhancement, as well as estirate®rning credit losses and
prepayments, that in management’s judgment, reftfeassumptions marketplace participants would haed.
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Debt— Debt is generally recorded in the financial stegats at historical cost. The carrying value oftgebvided under credit facilities
approximates fair value since the interest ratesgdd under the facilities are tied directly to kearates and fluctuate as market rates che
The carrying value of commercial paper approximéé@svalue due to its short maturity. The carryiraue of debt provided under the asset-
backed commercial paper conduit facility approxiesahe fair value since the interest rates chapgettie outstanding portion are tied dire
to market rates and fluctuate as market rates &ang

The fair values of the medium-term notes maturm@écember 2012, December 2014 and June 2018tamatex] based upon rates
currently available for debt with similar terms amtnaining maturities. The medium-term notes matuin December 2010 are carried at fair
value and include a fair value adjustment due ¢ankerest rate swap agreement, designated as\afae hedge, which effectively converts a
portion of the note from a fixed to a floating rate

The fair value of the senior unsecured notes imastd based upon rates currently available fot déth similar terms and remaining
maturities.

The fair value of the debt related to on-balaneseskecuritization transactions is estimated basquticing currently available for
transactions with similar terms and maturities.

10. Fair Value Measurements

Certain assets and liabilities are recorded atline in the financial statements; some of thesareeasured on a recurring basis while
others are measured on a non-recurring basis. fA\aseditliabilities measured on a recurring basisrarse that are adjusted to fair value each
time a financial statement is prepared. Assetdiahdities measured on a non-recurring basis hosé that are adjusted to fair value when a
significant event occurs. In determining fair vabfeassets and liabilities, the Company uses van@luation techniques. The availability of
inputs observable in the market varies from insgntio instrument and depends on a variety of fadgtaluding the type of instrument,
whether the instrument is actively traded, and rotharacteristics particular to the transactiom. /any financial instruments, pricing inputs
are readily observable in the market, the valuati@thodology used is widely accepted by markeiq@pants, and the valuation does not
require significant management discretion. For ofimancial instruments, pricing inputs are lessaiable in the market and may require
management judgment.

The Company assesses the inputs used to measwalée using a three-tier hierarchy. The hieraircliljcates the extent to which
inputs used in measuring fair value are observiatilee market. Level 1 inputs include quoted prifmddentical instruments and are the n
observable. Level 2 inputs include quoted pricesiimilar assets and observable inputs such asestiteates, foreign currency exchange r:
commodity rates and yield curves. Level 3 inputsraot observable in the market and include managesijedgments about the assumptions
market participants would use in pricing the assdiability. The use of observable and unobser@amputs is reflected in the hierarchy
assessment disclosed in the table below.
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Recurring Fair Value Measuremer

The following table presents information about @@mpany’s assets and liabilities measured at &lireson a recurring basis as of
December 31, 2009 and 2008 (in thousands):

Significant
Quoted Prices in Other Significant
Active Markets for Observable Unobservable
Balance as of Identical Assets Inputs Inputs
December 31, 20C (Level 1) (Level 2) (Level 3)
Assets:
Cash equivalent $ 1,298,25 $ 1,298,25 $ — $ —
Derivatives 13,67¢ — 13,67¢ —
Investment in retained securitization intere 245,35( — — 245,35(
$ 1,557,28 $ 1,298,255 $ 13,67¢ $ 245,35(
Liabilities:
Derivatives $ 16,29: $ — $ 16,29: $ —
Significant
Quoted Prices in Other Significant
Active Markets for Observable Unobservable
Balance as of Identical Assets Inputs Inputs
December 31, 20C (Level 1) (Level 2) (Level 3)
Assets:
Cash equivalent $ 380,08: $ 380,08: $ — $ —
Derivatives 31,50¢ — 31,50¢ —
Investment in retained securitization intere 330,67 — — 330,67
$ 742,26¢ $ 380,08 $ 31,50¢ $ 330,67
Liabilities:
Derivatives $ 23,50: $ — $ 23,50: $ —

The investment in retained securitization interéstsalued using discounted cash flow methodolowiegrporating assumptions that, in
managemens judgment, reflect assumptions marketplace ppdids would use at December 31, 2009 and 2008follbeving table presen:
additional information about the investment in ii¢a securitization interests which is measurddiatalue on a recurring basis using
significant unobservable inputs (Level 3) (in thawnds):

2009 2008

Balance, beginning of peric $330,67: $407,74.
Realized (losses)/gains included in financial sesirevenu@ (13,689 18,80¢
Unrealized gains (losses) included in other comgmstve incomd®) 21,21¢ (29,090
Sales, repurchases and settlements (92,86() (66,78¢6)
Balance, end of peric $245,35( $330,67-

(a) As discussed in Note 7, realized (losses)/gaitisded in financial services revenue includestrer-than-temporary impairment charge of $45d $4il.4 million for the year ended
December 31, 2009 and 2008, respectiv
(b) For the year ended December 31, 2009, $6.0 mitiiamet unrealized losses were reclassified outotimulated other comprehensive income into findrsgiavices revenue

Nor-Recurring Fair Value Measurements

At December 31, 2009, the assets and liabilitield'df which are held for sale and presented as ditcoed operations, were carried at
the lower of cost or fair value (less estimatedirsglcosts) using significant unobservable inplisvel 3). During 2009, the Company
recorded an impairment charge of $115.4 millionchhiepresented the excess of net book value dfahiefor sale assets over the expected
fair value less selling costs.
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The impairment charge is included in loss from digmued operations and consisted of an $85.5aniljoodwill impairment, a $19.8 millic
fixed asset impairment and a $10.1 million intateyésset impairment. Please refer to Note 3 farmétion concerning the assets and
liability balances of discontinued operations at&aber 31, 2009. In determining the fair value &f,Nhe Company utilized discounted cash
flow methodologies which require the Company to emaksumptions and apply judgment to estimate memmonomic factors such as interest
rates, motorcycle industry economic factors anduhare profitability of MV's business strategids.addition, the Company considered
information gained through its efforts to sell MV.

At December 31, 2008, finance receivables helgé&be in the aggregate were carried at the loweosif or estimated fair value, and
were measured at fair value on a non-recurringshasng significant unobservable inputs (LevellB)ring 2008, the Company recorded non-
cash charges of $37.8 million due to a declindéfair value below cost on finance receivabled il sale. The fair value of the finance
receivables held for sale at December 31, 20088&a®! billion, which was net of a $31.7 million wation adjustment. There were no
finance receivables held for sale at December 829 2HDFS used discounted cash flow methodologiestimate the fair value of finance
receivables held for sale that incorporated appatgassumptions for discount rate, funding costs@edit enhancement, as well as estin
concerning credit losses and prepayments.

11. Derivative Instruments and Hedging Activities

The Company is exposed to certain risks relatingstongoing business operations. The primary résksforeign currency exchange t
risk, interest rate risk and commodity price risk.reduce such risks, the Company selectively degsative financial instruments. All
hedging transactions are authorized and executedigiot to regularly reviewed policies and procesiunéhich prohibit the use of financial
instruments for speculative trading purposes.

All derivative instruments are recognized on thiabee sheet at fair value (see Note 9). In accarlarith ASC Topic 815, the
accounting for changes in the fair value of a deiixe instrument depends on whether it has bedgrmsed and qualifies as part of a hedging
relationship and, further, on the type of hedgielgtionship. Changes in the fair value of derivedithat are designated as fair value hedges,
along with the gain or loss on the hedged itemyacerded in current period earnings. For derieaiistruments that are designated as cash
flow hedges, the effective portion of gains andéssthat result from changes in the fair valueesivative instruments is initially recorded in
other comprehensive income (OCI) and subsequestiassified into earnings when the hedged itentaffimcome. The Company assesses,
at both the inception of each hedge and on an omgduasis, whether the derivatives that are uséid imedging transactions are highly
effective in offsetting changes in cash flows daf tredged items. Any ineffective portion is immeelarecognized in earnings. No compor
of a hedging derivative instrument’s gain or lasexcluded from the assessment of hedge effecgeerivative instruments which do not
qualify for hedge accounting are recorded at falug and any changes in fair value are recordedrirent period earnings.

The Company sells its products internationally Bnchost markets those sales are made in the forgigntry’s local currency. As a
result, the Company’s earnings can be affectedusyuations in the value of the U.S. dollar relatte foreign currency. The Company’s most
significant foreign currency risk relates to the&and the Australian dollar. The Company utilif@®gign currency contracts to mitigate the
effect of the Euro and the Australian dollar fluations on earnings. The foreign currency contratsentered into with banks and allow the
Company to exchange a specified amount of foreigreacy for U.S. dollars at a future date, based fired exchange rate.

The Company utilizes natural gas contracts to heageons of the cost of natural gas consumedénGbmpany’s motorcycle
production operations.

The Company'’s earnings are affected by changedéneist rates. HDFS utilizes interest rate swapsdace the impact of fluctuations
in interest rates on its unsecured commercial papeonverting a portion from a floating rate basis fixed rate basis. Similarly, HDFS
utilizes interest rate swaps with its medium-teiwtes; however, the impact is to convert from adixate basis to a floating rate basis. HDFS
also entered into
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derivative contracts to facilitate its first quarB908 term asset-backed securitization transaetsowell as its third quarter 2007 term asset-
backed securitization transaction. These derivatiwhich hedge assets held by an off-balance §®BE, do not qualify for hedge
accounting treatment. Additionally, to facilitateset-backed commercial paper conduit facility aguergs that the Company entered into in
December 2008 and April 2009, HDFS entered intdvdéve contracts, certain of which do not quafidy hedge accounting treatment.

The following table summarizes the fair value af @ompany’s derivative financial instruments (inubands):

December 31, 2009

Asset Derivative! Liability Derivatives
Notional
Derivatives Designated As Hedging Instruments UndeASC Topic 815 Value Fair Value 1) Fair Value @
Foreign currency contrac®) $144,80! $ — $ 6,59¢
Natural gas contrac® 3,312 51 —
Interest rate swaj— unsecured commercial paf® 177,80( — 9,694
Interest rate swaj— mediun-term note<4 150,00( 6,072 —
Total $475,91° $ 6,12 $ 16,29:
December 31, 2009
Asset Derivative! Liability Derivatives
Notional
Derivatives Not Designated As Hedging Instruments hter ASC Topic 815 Value Fair Value ) Fair Value @
Derivatives— securitization transactior $254,90: $ 352 $ —
Derivatives— conduit facility 575,16 7,20z —
$830,06¢ $ 7,55¢ $ o

(1) Included in other current asst

(2) Included in accrued liabilitie

(3) Derivative designated as a cash flow he
(4) Derivative designated as a fair value he

The following table summarizes the amount of gaing losses for the year ended December 31, 208@detio derivative financial
instruments designated as cash flow hedges (irsthmls):

Amount of Loss
Recognized in OC

Cash Flow Hedges 2009
Foreign currency contrac $ (4,407)
Natural gas contrac (1,329
Interest rate swaj— unsecured commercial pay (1,299
Interest rate swaf— conduit facility (1,449
Total $ (8,477

Amount of Gain/(Loss)
Reclassified from AOCI into Income
Expected to be Reclassified

Cash Flow Hedges 2009 Over the Next Twelve Month:
Foreign currency contrac® $ 13,52 $ (4,68¢)
Natural gas contrac® (2,719 51
Interest rate swaj— unsecured commercial paf®@ (8,817%) (6,18€)
Interest rate swaj— conduit facility@ (6,459 —
Total $ (4,469 $ (10,827

(1) Gain/(loss) reclassified from accumulated other p@hensive income (AOCI) to income is included astoof goods sol
(2) Gain/(loss) reclassified from AOCI to income islimed in HDFS interest expense, a component ofrfgiah Services expen:
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For the year ended December 31, 2009, the cashhidmlges were highly effective and, as a resultatheunt of hedge ineffectiveness
was not material. No amounts were excluded froraotffeness testing.

The following table summarizes the amount of gaing losses for the year ended December 31, 208@deto derivative financial
instruments designated as fair value hedges (stnads):

Amount of Loss
Recognized in Income on Derivative
Fair Value Hedges 2009
Interest rate swaj— mediun-term note<® $ (3,62¢6)

Amount of Gain
Recognized in Income on Hedged De
Fair Value Hedges 2009
Interest rate swaj— mediun-term note<® $ 3,62¢

(1) Gain/(loss) recognized in income is included in HDiRterest expense, a component of Financial Ses\égpens

The following table summarizes the amount of gaind losses for the year ended December 31, 208@deto derivative financial
instruments not designated as hedging instruméntiqusands):

Amount of Gain/(Loss)
Recognized in Income on Derivativ

Derivatives not Designated as Hedges 2009

Derivatives— securitization transactior® $ 1,17

Derivatives— conduit facility® (2,100
$ (929

(1) Gain/(loss) recognized in income is included in HD®perating expense, a component of Financial S&es\éxpens
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12. Comprehensive Income

The following tables set forth the reconciliatioihnet (loss) income to comprehensive income forytbers ended December 31 (in
thousands):

2009 2008 2007
Net (loss) incom $(55,11¢) $ 654,71t $ 933,84
Other comprehensive income, net of 1
Foreign currency translation adjustm 30,93: (44,017 30,75
Investment in retained securitization inter:
Unrealized net gains (losses) arising during thege 9,76( (18,839 (11,945
Less: net losses reclassified into net incc (3,840  13,60( — (18,839 — (11,945
Derivative financial instrument
Unrealized net losses arising during pel (4,242) (6,060 (27,179
Less: net losses reclassified into net ince (3,009 (1,239 (17,616 11,55¢ (14,209 (22,970
Marketable securitie
Unrealized gains on marketable securi — — 1,252
Less: net losses reclassified into net incc — — (76) 76 — 1,252
Pension and postretirement benefit plé
Amortization of actuarial los 11,76: 7,37¢ 11,52
Amortization of net prior service ca 2,67¢ 3,11¢ 3,44
Pension and postretirement plan funded status tacgus 29,11 (347,165 47,34¢
Less: actuarial loss reclassified into net income
settlemen (884) — —
Less: actuarial loss reclassified into net income
curtailment (8,399 — —
Less: prior service cost reclassified into net meadue to
curtailment (22,92()  75,74¢ — (336,679 — 62,31«
Comprehensive incon $ 63,92¢ $ 266,82 $1,003,24
13. Debt

Debt with contractual terms less than one yeaersegally classified as short-term debt and consistéhe following as of December 31
(in thousands):

2009 2008
Unsecured commercial pay $189,99¢ $1,238,64
Asse-backed conduit facilit — 500,00t

$189,99¢ $1,738,64
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Debt with a contractual term greater than one jsegenerally classified as long-term debt and atadiof the following as of
December 31 (in thousands):

2009 2008

Unsecured commercial pag $ 135,10( $ 177,80(
Bank borrowings

Credit facilities 448,04¢ 390,93:
Secured dek

On-balance sheet securitization d 2,159,58! —
Unsecured note

5.00% Mediun-term notes due in 2010 ($200.0 million par val 206,06! 209,68

5.25% Mediur-term notes due in 2012 ($400.0 million par val 399,73: 399,64

5.75% Mediur-term notes due in 2014 ($500.0 million par val 499,22. —

6.80% Mediun-term notes due in 2018 ($1,000.0 million par va 998,37! 998,17¢

15.00% senior unsecured notes due in 2014 ($60Mi6mpar value) 600,00( —
Gross lon-term debt 5,446,13! 2,176,23
Less: current portion of lo-term debt (1,332,09) —
Long-term debt $4,114,03! $2,176,23

Current portion of long-term debt consists of $20@illion of medium-term notes due in December 2@2D5.0 million of credit
facilities debt related to the MV acquisition andbsequent working capital advances and $921.0 -tfatemce sheet securitization debt.

The Company has classified $378.2 million and $B668illion related to its unsecured commercial papet its Global Credit Facilities
as long-term debt as of December 31, 2009 and Z0@8.amount has been excluded from current ligdslibecause it is supported by the
Global Credit Facilities and is expected to renmitstanding for an uninterrupted period extendiegdnd one year from the balance sheet
date.

Commercial paper maturities may range up to 36 flayn the issuance date. The weighted-averageesiteate of outstanding
commercial paper balances was 2.87% and 3.14%carilger 31, 2009 and 2008, respectively. The DeceB1h&009 and 2008 weighted-
average interest rates include the impact of istaede swap agreements.

In April 2009, the Company and HDFS entered inteeav $625.0 million 364-day credit facility (New 3®hy Credit Facility) to
refinance and replace the existing $950.0 milliéd-8ay credit facility (2008 364-Day Credit Fagj)itwhich was set to mature in July 2009.
The New 364-Day Credit Facility matures in AprilZZD In connection with the New 364-Day Credit Hagitthe Company and HDFS also
amended the existing three-year credit facilitye@gnent, which matures in July 2011. The amendnterite threeyear credit facility were t
conform to the terms of the New 364-Day Credit FgciThe New 364-Day Credit Facility and the ameddhree-year credit facility
agreement (together, the Global Credit Facilitieesr interest at various variable interest ratédchvmay be adjusted upward or downward
depending on certain criteria, such as credit gatifThe Global Credit Facilities also require ttmmpany to pay a fee based upon the average
daily unused portion of the aggregate commitmentieuthe Global Credit Facilities. HDFS may issneacured commercial paper in the
aggregate equal to the unused portion of the GlGbadiit Facilities.

During April 2009, HDFS entered into a new revolyimsset-backed conduit facility agreement (2009d@ii.oan Agreement) to
refinance and replace the existing $500.0 millisset-backed conduit facility agreement (2008 Carichan Agreement). The 2009 Conduit
Loan Agreement provides for the extension of crbgia group of third-party bank sponsored condsitspe of which were party to the 2008
Conduit Loan Agreement. The 2009 Conduit Loan Agrest provides for total revolving borrowings of tgp$1.20 billion based on, among
other things, the amount of eligible U.S. retailtaroycle loan collateral. As part of the April
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2009 transaction, HDFS increased the U.S. retaibrgcle loan collateral by $354.4 million and alsoreased the debt issued to the third-
party bank sponsored conduits from $500.0 millm$640.2 million. At December 31, 2009, HDFS haduntstanding borrowings under the
2009 Conduit Loan Agreement.

This debt provides for interest on outstanding gigal based on prevailing commercial paper ratek]JBOR plus a specified margin to
the extent the advance is not funded by a condndér through the issuance of commercial paper20068 Conduit Loan Agreement also
provides for an unused commitment fee based onribeed portion of the total aggregate commitmelo20 billion. There is no
amortization schedule; however, the debt is redueedthly as available collections on the relatedrice receivable collateral are applied to
outstanding principal with the balance due at nigtudnless earlier terminated or extended by miutiggeement of HDFS and the lenders,
the 2009 Conduit Loan Agreement will expire on Agé, 2010, at which time HDFS will be obligatedrépay any amounts outstanding in
full.

In 2009, HDFS transferred $3.08 billion of U.Saikmotorcycle loans to four separate SPEs. ThesSRPEirn issued $2.46 billion of
secured notes, respectively, with various matwridied interest rates to investors in on-balancetseguritization transactions. These term
asset-backed securitization transactions wereibdigollateral” under the TALF program. The notee secured by future collections of the
purchased U.S. retail motorcycle loans. The streotfi these term asset-backed securitization tctiiese did not satisfy the requirements for
accounting sale treatment under ASC Topic 8604€reffore, the securitized U.S. retail motorcycknks resulting secured borrowings and
other related assets and liabilities of the SPEsraiuded in the Company’s consolidated finansiatements as HDFS is the primary
beneficiary of the SPEs. On-balance sheet seaifriiz transactions are further discussed in Note 8.

HDFS’ Medium Term Notes (collectively the Notespyide for semi-annual interest payments and pradadoie at maturity. At
December 31, 2009 and 2008, the Notes includeit adtue adjustment increasing the balance by #6lllon and $9.7 million, respectively,
due to interest rate swap agreements designatiadr @alue hedges. The effect of the interest sstap agreements is to convert the interest
rate on a portion of the Notes from a fixed toaafing rate, which is based on 3-month LIBOR. Unaiped discounts on the Notes reduced
the balance by $2.7 million and $2.2 million at Bexber 31, 2009 and 2008, respectively.

HDFS has a revolving credit line with the Comparheweby HDFS may borrow up to $210.0 million at nedrates of interest. As of
December 31, 2009 and 2008, HDFS had no borrowingsl to the Company under the revolving credit exgrent.

The Company has a support agreement with HDFS Wfieiferequired, the Company agrees to provide HRRS financial support in
order to maintain HDFS'’ fixed-charge coverage a6Jand minimum net worth of $40.0 million. Suppory be provided at the Company’s
option as capital contributions or loans. Accordimgertain debt covenants may restrict the Comisaalyility to withdraw funds from HDFS
outside the normal course of business. No amouneher been provided to HDFS under the supporeaggat.

HDFS and the Company are subject to various operaind financial covenants related to the Globab@-acilities, asset-backed
commercial paper conduit facility and various opiegacovenants under the Notes. The more significamenants are described below.

The covenants limit the Company’s and HDFS’ ability
* incur certain additional indebtedne
e assume or incur certain lier
e participate in a merger, consolidation, liquidat@rdissolution; an
e purchase or hold margin stoc
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Under the financial covenants of the Global Cré&ditilities and the asset-backed commercial papaiuibfacility, the debt to equity
ratio of HDFS and its consolidated subsidiariesncaexceed 10.0 to 1.0 and HDFS must maintain aalwated tangible net worth of not
less than $500.0 million. In addition, the Compamyst maintain a minimum interest coverage rati@.6fto 1.0 and a maximum ratio of
consolidated debt (excluding HDFS and certain auempany debt) to consolidated EBITDA of 2.75 tdNd. financial covenants are required
under the Notes.

At December 31, 2009 and 2008, HDFS and the Compamgined in compliance with all of these covenants

14. Income Taxes
Provision for income taxes for the years ended Bées 31 consists of the following (in thousands):

2009 2008 2007
Current:
Federal $ 94,98 $376,79¢ $510,29¢
State 5,201 21,17« 27,07¢
Foreign 1,39 29,04 35,22¢
101,58( 427,01« 572,60:-
Deferred:
Federal (20,664 (36,36¢) (51,909
State 22,69( (2,22%) (5,08¢)
Foreign (5,586) (6,735) (1,636)
6,43¢ (45,329 (58,629
Total $108,01¢ $381,68t $513,97¢

The components of income before income taxes yédars ended December 31 were as follows (in &ruls:

2009 2008 2007

Domestic $185,43! $ 992,79t $1,340,61
Foreign (6,779 73,12t 107,20:
$178,66( $1,065,92. $1,447,81!

The provision for income taxes differs from the amiothat would be provided by applying the statytdrS. corporate income tax rate
due to the following items for the years ended Deoer 31:

2009 2008 2007
Provision at statutory ra 35.(% 35.(% 35.(%
State taxes, net of federal ben 2.7 1.t 1t
Domestic manufacturing deducti — (2.0 (2.3
Research and development cre 1.7 (0.5 (0.9
Unrecognized tax benefits including interest andaftées 2.3 11 0.€
Valuation allowance adjustmer 12.4 — —
Goodwill impairment 5.6 — —
Other 4.2 0.2 0.1
Provision for income taxe 60.£% 35.8% 35.£%
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The principal components of the Company’s defetagdassets and liabilities as of December 31 irechhé following (in thousands):

2009 2008
Deferred tax asset
Accruals not yet tax deductib $125,39: $ 76,53.
Pension and postretirement benefit plan obligat 202,33: 291,32¢
Stock compensatic 24,10: 24,14
Net operating loss carryforwa 22,17( 22,49(
Valuation allowanct (22,170) —
Other, ne 81,46¢ 83,99¢
433,29. 498,48t
Deferred tax liabilities
Depreciation, tax in excess of ba (70,019 (66,039
Other, ne (6,08%) (20,885
(76,107 (86,919
Total $357,18¢ $411,56°

The Company reviews its deferred tax asset valnatiiowances on a quarterly basis, or whenevertev@rchanges in circumstances
indicate that a review is required. In determiniing requirement for a valuation allowance, thednisal and projected financial results of the
legal entity or consolidated group recording thedeferred tax asset is considered, along withpaosjtive or negative evidence such as tax
law changes. Since future financial results andaeaxmay differ from previous estimates, periodigustments to the Company’s valuation
allowances may be necessary.

At December 31, 2009, the Company had approxim&4Bi.7 million state net operating loss carry-fargds expiring between 2013-
2024. The Company had a deferred tax asset of $2#i@n as of December 31, 2009 for the benefittefse losses. A valuation allowance of
$22.2 million has been established against thergeféax asset due to a change in Wisconsin staténl the early part of 2009.

The Company recognizes interest and penaltiesretatunrecognized tax benefits in the provisiarifioome taxes. Changes in the
Company’s gross liability for unrecognized tax H#esgexcluding interest and penalties, were al@fed (in thousands):

2009 2008
Unrecognized tax benefits, beginning of pel $79,02: $72,51¢
Increase in unrecognized tax benefits for tax pwssttaken in a prior peric 2,05(C 3,55¢
Decrease in unrecognized tax benefits for tax posttaken in a prior peric (2,71%) (377)
Increase in unrecognized tax benefits for tax pwssttaken in the current peri 2,07¢ 5,44¢
Settlements with taxing authoriti (2,59%) (2,119
Unrecognized tax benefits, end of per $77,84¢ $79,02"

The amount of unrecognized tax benefits as of Déeer8l1, 2009 that, if recognized, would affectefffective tax rate was $57.3
million.

The total gross amount of interest and penaltiss@ated with unrecognized tax benefits recogntgihg 2009 in the Company’s
Consolidated Statements of Operations was $5.38mill

The total gross amount of interest and penaltissaated with unrecognized tax benefits recogn@ddecember 31, 2009 in the
Company’s Consolidated Balance Sheets was $27libmil
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The Company does not expect a significant increasiecrease to the total amounts of unrecognizetidnefits during the fiscal year
ended December 31, 2010. However, the Companyderuegular audit by tax authorities. The Compagljelbes that it has appropriate
support for the positions taken on its tax retwnd that its annual tax provision includes amosnfficient to pay any assessments.
Nonetheless, the amounts ultimately paid, if apgruresolution of the issues raised by the taxirthaities may differ materially from tt
amounts accrued for each year.

The Company or one of its subsidiaries files incdaxereturns in the United States federal and Wisttostate jurisdictions and various
other state and foreign jurisdictions. The Compianyo longer subject to income tax examinations/fisconsin state income taxes before
1998 or for United States federal income taxesree2602.

15. Employee Benefit Plans and Other Postretiremergenefits

The Company has several defined benefit pensiorsgad several postretirement healthcare benafitsplwhich cover substantially all
employees of the Motorcycles segment. The Compbsayteas unfunded supplemental employee retiremantggreements (SERPA) with
certain employees which were instituted to replaeeefits lost under the Tax Revenue Reconciliadionof 1993.

Pension benefits are based primarily on yearsrofceand, for certain plans, levels of compensatitmployees are eligible to receive
postretirement healthcare benefits upon attaingegsb after rendering at least 10 years of seteitke Company. Some of the plans require
employee contributions to partially offset benebsts.
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Obligations and Funded Status:

The information following provides detail of chasge the benefit obligations, changes in the faiue of plan assets and funded status
as of the Company’s December 31, 2009 and 2008ureragnt dates (in thousands):

Postretirement

Pension and SERPA Healthcare Benefits
2009 2008 2009 2008
Change in benefit obligatic
Benefit obligation, beginning of peric $1,178,28. $1,033,63! $ 372,63: $ 332,13¢
Effects of change in measurement ¢ — 21,974 — 5,76¢
Service cos 47,30¢ 51,36 11,39( 13,07¢
Interest cos 74,57¢ 68,59: 22,44¢ 21,64(
Plan amendmen 62C 1,68t (9,559 —
Actuarial losses (gain: 12,77¢ 36,86! (7,279) 13,93
Plan participant contributior 5,59: 6,92( 991 952
Benefits paid, net of Medicare Part D subs (52,22¢) (42,747 (18,34) (29,759
Special retiree benefi — — — 4,881
Curtailments 17,79( — 5,001 —
Benefit obligation, end of peric 1,284,72. 1,178,28. 377,28: 372,63.
Change in plan asse
Fair value of plan assets, beginning of pe 690,55¢ 1,067,86! 96,60¢ 136,08
Effects of change in measurement ¢ — 15,21( — 2,80¢
Actual return on plan asse 159,15! (357,79) 21,16¢ (41,045
Company contribution 223,04 1,10z 10,18( 18,41
Plan participant contributior 5,59z 6,92( 991 952
Benefits paic (52,22 (42,74)) (19,800 (20,609
Fair value of plan assets, end of pel 1,026,12. 690,55¢ 109,14: 96,60¢
Funded status of the plans, Decembe $ (258,59)  $ (487,72H)  $(268,14()  $(276,02})
Amounts recognized in the Consolidated Balance ShBecember 3!
Accrued benefit liability (other current liabilisg $ (13,26¢) $ (3,729 $ (3,66%) $ (1,619
Accrued benefit liability (other lor-term liabilities) (245,33) (484,009 (264,477 (274,409
Net amount recognize $ (258,59¢) $ (487,729 $(268,14() $(276,02)
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Benefit Costs:
Components of net periodic benefit costs for theryended December 31 (in thousands):

Pension and Postretirement
SERPA Healthcare Benefits
2009 2008 2007 2009 2008 2007
Service cos $ 47,30¢ $ 51,36 $ 51,647 $ 11,39( $ 13,07¢ $12,88(
Interest cos 74,57¢ 68,59: 59,76: 22,44¢ 21,64( 19,57¢
Expected return on plan ass (86,225 (88,067 (80,835 (12,17% (12,237 (9,989
Amortization of unrecognizet
Prior service cost (credi 5,55: 6,15¢ 6,691 (1,299 (1,129 (1,129
Net loss 12,75¢ 6,41¢ 11,67¢ 5,92¢ 5,501 6,93¢
Net curtailment los 29,39( — — 7,014 — —
Settlement los 1,411 — — — — —
Special retiree benefi — — — — 4,881 —
Net periodic benefit cos $84,77( $ 44,46¢ $ 48,94( $ 34,30: $ 32,74¢ $28,29(

In connection with the 2009 Restructuring Plan uésed in Note 4, the Company recorded a curtailictentge of $36.4 million on its
pension and post-retirement healthcare plans d@®0§. In addition, the Company recorded a $1.4anikettlement charge on its SERPA
plans during 2009.

As discussed in Note 4, the Company recorded euststing reserve of $4.8 million in 2008 relatedpbstretirement healthcare bene
which is included as special retiree benefits sttble above.

Amounts included in accumulated other compreherisiseme, net of tax, at December 31, 2009 whickeh#ot yet been recognized in
net periodic benefit cost are as follows (in thowsy:

Pension anc
Postretirement
SERPA Healthcare Benefit: Total
Prior service cost (credi $ 9,62¢ $ (10,79¢) $ (1,16¢)
Net actuarial los 359,37: 93,37: 452, 74.
$368,99¢ $ 82,57, $451,57!

Amounts expected to be recognized in net periodiehit cost, net of tax, during the year the enidedember 31, 2010 are as follows
(in thousands):

Pension anc
Postretirement
SERPA Healthcare Benefit: Total
Prior service cost (credi $ 2,852 $ (2,22¢) $ 624
Net actuarial los 14,81 5,66¢ 20,48(
$ 17,66: $ 3,441 $21,10¢
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Assumptions:

Weighted-average assumptions used to determindibebkégations and net periodic benefit cost abetcember 31,
2009, December 31, 2008 and September 30, 200¥sdodlows:

Pension and Postretirement
SERPA Healthcare Benefits
2009 2008 2007 2009 2008 2007

Assumptions for benefit obligation

Discount rate 6.0% 6.1(% 6.3(% 565% 6.1(% 6.3(%

Rate of compensatic 3.66% 3.66% 4.0(% n/e n/e n/e
Assumptions for net periodic benefit cc

Discount rate 6.1(% 6.3(% 59% 6.1(% 6.3(% 5.9%

Expected return on plan ass 8.25% 85(% 8.5(% 82t% 85(% 8.5(%

Rate of compensation incree 3.64% 4.0% 3.31% n/a n/e n/a

Pension and SERPA Accumulated Benefit Obligation:

Each of the Company’s pension and SERPA plans baparately determined accumulated benefit obtiggthBO) and plan asset
value. The ABO is the actuarial present value oidiiés based on service rendered and current sstccpenpensation levels. This differs fr¢
the projected benefit obligation (PBO) in thanitludes no assumption about future compensati@ideVhe total ABO for all the Comparsy’
pension and SERPA plans combined was $1.21 bilimh$1.11 billion as of December 31, 2009 and 28sectively.

The following table summarizes information relatecCompany pension plans with a PBO in excesseofain value of plan assets (in
millions):

December 31 December 31
2009 2008
Pension plans with PBOs in excess of fair valuplah assets
PBO $ 1,234.¢ $ 1,128
Fair value of plan asse $ 1,026.: $  690.€
Number of plan: 4 4

The following table summarizes information relatedCompany pension plans with an ABO in excessefair value of plan assets (in
millions):

December 31 December 31
2009 2008
Pension plans with ABOs in excess of fair valuplah assets
ABO $ 1,174 $ 1,070.(
Fair value of plan asse $ 1,026.: $ 690.¢
Number of plan: 4 4

The Company’s SERPA plans, which can only be furatedliaims are paid, had projected and accumulegedfit obligations of $49.8
million and $38.9 million, respectively, as of Dedser 31, 2009 and $49.5 million and $41.4 millimspectively, as of December 31, 2008.

Plan Assets:

The Company employs a total return investment aagravhereby a mix of equities and fixed-income gtreents is used to maximize
the long-term return of plan assets for a prudevellof risk. The investment portfolio containsigedsified blend of equity and fixed-income.
The Company’s overall targeted asset
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allocation range at December 31, 2009 as a pegemtatotal market value was approximately 75% woamd 25% fixed-income. Equity
holdings primarily include investments in small-edium- and large-cap companies in the U.S. (inagid@ompany stock), investments in
developed and emerging foreign markets and altematvestments such as private equity and reatesEixed-income holdings consist of
U.S. government and agency securities, state amicipal bonds, corporate bonds from diversifiedustties and foreign obligations. In
addition, cash balances are maintained at levelguate to meet near term plan expenses and bpagfitents. Investment risk is measured
and monitored on an ongoing basis through quartevigstment portfolio reviews.

The following tables present the fair values of pfen assets related to the Company’s pension asiriglirement healthcare plans

within the fair value hierarchy as defined in Nate

The fair values of the Company’s pension plan asseiof December 31, 2009 are as follows (in thuisa

Assets:
Cash and cash equivalel
Equity holdings:
U.S. companie
Foreign companie
Harley-Davidson common stoc
Pooled equity fund
Limited partnership interes
Other
Total equity holding:
Fixec-income holdings
U.S. Treasurie
Federal agencie
Corporate bond
Foreign bond:
Municipal bonds
Total fixec-income holdings
Total pension plan asse

Balance as of
December 31, 20C

$ 238,48

468,07t
79,87¢
32,09¢
8,78¢
30,33:
2,482
621,65(

40,00«

42,811

76,62¢

5,96¢

574

165,98!

$ 1,026,12.

Quoted Prices in
Active Markets for

Identical Assets
(Level 1)

466,43
79,28¢
32,09¢

8,78¢

586,59¢

$

586,59¢

Significant
Other Significant
Observable Unobservable
Inputs Inputs
(Level 2) (Level 3)
$238,48¢ $ —
1,644 —
592 —
— 30,33
— 2,482
2,231 32,81«
40,00¢ —
42,81
76,62¢ —
5,96€ —
574 —
165,98! —
$406,71: $ 32,81«

Included in the pension plan assets are 1,273 h&2s of the Company’s common stock at Decembe2(19. The market value of

these shares as of December 31, 2009 was $32iamill

The following table presents a reconciliation o thir value measurements using significant unaoladde inputs (Level 3) as of

December 31, 2009 (in thousands):

Balance, beginning of peric

Actual return on plan asse
Relating to assets still held at the reporting 1
Purchases, sales and settlem:

Balance, end of peric
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$29,51:

1,32¢
1,97¢
$32,81¢

Limited Partnership

Interests

$ 26,93
1,167
2,23
%
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The fair values of the Company’s postretirementtheare plan assets, which did not contain any L&\assets, as of December 31,
2009, are as follows (in thousands):

Significant
Quoted Prices in Other
Active Markets for Observable
Balance as of Identical Assets Inputs
December 31, 20C (Level 1) (Level 2)
Assets:
Cash and cash equivalel $ 5,73: $ — $ 5,73
Equity holdings:
U.S. companie 78,30« 77,84¢ 45¢
Foreign companie 8,84¢ 8,47¢ 373
Pooled equity fund 967 967 —
Total equity holding: 88,12( 87,28¢ 831
Fixec-income holdings
U.S. Treasurie 3,271 — 3,271
Federal agencie 5,747 — 5,74
Corporate bond 5,41¢ — 5,41¢
Foreign bond: 513 — 513
Municipal bonds 342 — 342
Total fixec-income holding 15,29: — 15,29
Total postretirement healthcare plan as $ 109,14. $ 87,28¢ $ 21,85¢

No plan assets are expected to be returned todhgény during the fiscal year-ended December 31020

For 2010, the Company’s overall expected long-teate of return on assets is 8.25%. The expectagiierm rate of return is based on
the portfolio as a whole and not on the sum ofréterns on individual asset categories. The ratibrased on historical returns adjusted to
reflect the current view of the long-term investrirarket.

Postretirement Healthcare Cost:

The weighted-average health care cost trend raie insdetermining the accumulated postretiremenéfieobligation of the health care
plans was as follows:

2009 2008
Healthcare cost trend rate for next y 7.5% 8.C%
Rate to which the cost trend rate is assumed tiingegche ultimate rate 5.C% 5.C%
Year that the rate reaches the ultimate trend 201¢ 201¢

This healthcare cost trend rate assumption can &aignificant effect on the amounts reported. A-parcentage-point change in the
assumed healthcare cost trend rate would havellogving effects (in thousands):

One One
Percent Percent
Increase Decrease
Total of service and interest cost components B9: $ 47z $ (489
Accumulated benefit obligation as of December ING $11,85:  $(11,199)
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Future Contributions and Benefit Payments:

Due to significant declines in worldwide financiahrket conditions during 2008, the funded statusi®@fCompany’s pension and
postretirement healthcare plans was adverselytatfe®uring 2009, the Company contributed $233.Hanito its pension, SERPA and
postretirement healthcare plans. The Company ieotly evaluating additional contributions to fuetHund its pension plans even though no
additional contributions are expected to be realine2010. The Company expects it will continuertake on-going contributions related to
current benefit payments for SERPA and postretirgrhealthcare plans.

The expected benefit payments and Medicare sulsabipts for the next five years and thereaftemarimllows (in thousands):

Postretirement

Medicare

Pension SERPA Healthcare Subsidy

Benefits Benefits Benefits Receipts

2010 $ 50,28¢ $13,26¢ $ 2493 $ 887
2011 $ 55500 $559¢ $ 29,98 $ 1,03¢
2012 $59,18! $ 7,68 $ 32,25¢ $ 1,24«
2013 $61,14: $7,351 $ 32,26¢ $1,43¢
2014 $63,40¢ $533 $ 3248 $1,63¢
2015-2019 $370,19¢  $19,20: $ 166,10: $11,36:

Defined Contribution Plans:

The Company has various defined contribution bépédins that in total cover substantially all ftihe employees. Employees can
make voluntary contributions in accordance withphavisions of their respective plan, which incla@e401(k) tax deferral option. The
Company expensed $3.4 million, $14.4 million and.$Imillion for matching contributions during 203308 and 2007, respectively.

16. Leases

The Company operates certain administrative, matwfiag, warehouse and testing facilities and empeipt under lease arrangements
that are accounted for as operating leases. Ten#lrexpense was $10.1 million, $11.1 million &3d7 million for 2009, 2008 and 2007,
respectively.

Future minimum operating lease payments at DeceBihe2009 were as follows (in thousands):

2010 $11,98¢
2011 6,871
2012 5,152
2013 4,90(
2014 3,65¢
After 2014 17,00:
Total operating lease paymel $49,56¢

17. Commitments and Contingencie:

The Company is subject to lawsuits and other cla@tated to environmental, product and other matierdetermining required
reserves related to these items, the Company digrahalyzes cases and considers the likelihocatdetrse judgments or outcomes, as we
the potential range of possible loss. The requiesdrves are monitored on an ongoing basis andpaie@ed based on new developments or
new information in each matter.
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Environmental Protection Agency Noti

The Company has received formal, written requestinformation from the United States Environmeredtection Agency (EPA)
regarding: (i) certificates of conformity for motgrcle emissions and related designations and lafi¢laftermarket parts, and (i) warranty
claims on emissions related components. The Compasgubmitted written responses to the EPA’s myaand has engaged in discussions
with the EPA. It is possible that a result of tHeAEs investigation will be some form of enforcemaution by the EPA that will seek a fine or
other relief. However, at this time the Companygoet know and cannot reasonably estimate the ingfany remedies the EPA might se

Shareholder Lawsuits:

In re Harley-Davidson, Inc. Securities Litigatisras a consolidated shareholder securities clagmdatvsuit filed in the United States
District Court for the Eastern District of WisconsOn October 2, 2006, the Lead Plaintiffs file@@nsolidated Class Action Complaint,
which named the Company and certain former Compéiigers as defendants, that alleged securitiesviabations and sought unspecified
damages relating generally to the Company’s A@jl2005 announcement that it was reducing sham-fgoduction growth and planned
increases of motorcycle shipments. On Decembe2d@s, the defendants filed a motion to dismissGbasolidated Complaint. On
October 8, 2009, the judge granted defendants’andt dismiss, and the clerk of court entered juelghadismissing the consolidated lawsuit.
No appeal was taken from the final judgment anddiemissal of the action is now fini

On August 25, 2005, a class action lawsuit allegin¢ations of the Employee Retirement Income Siggudsct (ERISA) was filed in the
United States District Court for the Eastern Dgdtaf Wisconsin. On October 2, 2006, the ERISA i filed an Amended Class Action
Complaint, which named the Company, the Harley-Bsen Motor Company Retirement Plans CommitteeCihimpany’s Leadership and
Strategy Council, and certain current or former @any officers or employees as defendants. In geriteeERISA complaint included
factual allegations similar to those in the cordaiéd securities class action and alleged on behgHirticipants in certain Harley-Davidson
retirement savings plans that the plan fiduciaiesched their ERISA fiduciary duties. On Decenit&r2006, the defendants filed a motion
to dismiss the ERISA complaint. On October 8, 2@h8,judge granted defendants’ motion to dismisd,the clerk of court entered judgment
dismissing the class action lawsuit. No appeal taken from the final judgment and the dismissahefaction is now final.

Three shareholder derivative lawsuits were filethim United States District Court for the Easterstiirt of Wisconsin on June 3,
2005, October 25, 2005 (this lawsuit was later mtdtly dismissed) and December 2, 2005, and tveoediolder derivative lawsuits were
filed in Milwaukee County Circuit Court on July 22005 and November 16, 2005, against some or #fieofollowing current or former
directors and officers of the Company: Jeffrey leustein, James L. Ziemer, James M. Brostowitz\Bir Allen, Richard |. Beattie, George
H. Conrades, Judson C. Green, Donald A. James|Sarvinson, George L. Miles, Jr., James A. Nalidames A. McCaslin, Donna F.
Zarcone, Jon R. Flickinger, Gail A. Lione, Ronald Wutchinson, W. Kenneth Sutton, Jr. and John ArdyeThe lawsuits also name the
Company as a hominal defendant. In general, theekbller derivative complaints include factual gigons similar to those in the class
action complaints and allegations that officers dindctors breached their fiduciary duties to tler@any. On February 14, 2006, the state
court consolidated the two state court derivatietioas and appointed Lead Plaintiffs and Lead Bifsshcounsel, and on April 24, 2006, the
state court ordered that the consolidated state deuvative action be stayed until after motiemslismiss the federal securities class action
are decided. On February 15, 2006, the federak comsolidated the federal derivative lawsuits wfite securities and ERISA actions for
administrative purposes. On February 1, 2007,e¢deral court appointed Lead Plaintiff and Co-Lekdrfiffs’ Counsel in the consolidated
federal derivative action.

On November 24, 2009, both federal court derivapiaéntiffs moved to voluntarily dismiss their lawts and all claims without
prejudice. On November 30, 2009, the federal centitred orders granting the motions and dismigsiedederal court derivative lawsuits
without prejudice, and those cases are now cloEwel.
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parties have agreed that the lead plaintiff indbiesolidated state court derivative action may haué February 19, 2010 to file an amended
complaint in that action and that defendants mase hmtil March 26, 2010 to respond to any amenasdptaint.

The Company believes the allegations in the statet derivative lawsuit are without merit and iténds to vigorously defend against
the suit should the plaintiffs file an amended ctaimt. The Company is unable to predict the scapautcome or quantify their eventual
impact, if any, on the Company. At this time, then@pany is also unable to estimate associated ezpemgpossible losses. The Company
maintains insurance that may limit its financiapesure for defense costs and liability for an uofable outcome, should it not prevalil, for
claims covered by the insurance coverage.

York Environmental Matters:

The Company is involved with government agenciesgmoups of potentially responsible parties in @asi environmental matters,
including a matter involving the cleanup of soitlagroundwater contamination at its York, Pennsyiadacility. The York facility was
formerly used by the U.S. Navy and AMF prior to fhechase of the York facility by the Company frédF in 1981. Although the
Company is not certain as to the full extent oféhgironmental contamination at the York facilityhas been working with the Pennsylvania
Department of Environmental Protection (PADEP) sii®86 in undertaking environmental investigatiod eemediation activities, including
an ongoing site-wide remedial investigation/fedsjbstudy (RI/FS). In January 1995, the Compantessd into a settlement agreement (the
Agreement) with the Navy. The Agreement calls far Navy and the Company to contribute amountsarttast equal to 53% and 47%,
respectively, of future costs associated with emrinental investigation and remediation activitietha York facility (Response Costs). The
trust administers the payment of the Response @asisred at the York facility as covered by therégment.

In February 2002, the Company was advised by thethRt it considers some of the Company’s remealiagictivities at the York
facility to be subject to the EPA'’s corrective actiprogram under the Resource Conservation andviegcéct (RCRA) and offered the
Company the option of addressing corrective aatiotier a RCRA facility lead agreement. In July 2488, York facility was designated as
the first site in Pennsylvania to be addressed ut#e"One Cleanup Program.” The program providesee streamlined and efficient
oversight of voluntary remediation by both PADER &PA and will be carried out consistent with thgrdement with the Navy. As a result,
the RCRA facility lead agreement has been supedsede

Although the RI/FS is still underway and substdntizertainty exists concerning the nature and sadpghe additional environmental
investigation and remediation that will ultimatdlg required at the York facility, the Company esties that its share of the future Response
Costs at the York facility will be approximately .$5million. The Company has established reservethfe amount, which are included in
accrued liabilities in the Consolidated Balanceedfie

The estimate of the Company'’s future Response @oatwill be incurred at the York facility is basen reports of independent
environmental consultants retained by the Comptir@yactual costs incurred to date and the estintsis to complete the necessary
investigation and remediation activities. Respdbests related to the remediation of soil are exgubtth be incurred over a period of several
years ending in 2015. Response Costs related tondrevater remediation may continue for some timghd 2015

Product Liability Matters:

Additionally, the Company is involved in produability suits related to the operation of its besis. The Company accrues for claim
exposures that are probable of occurrence andeasdsonably estimated. The Company also maintasnsance coverage for product
liability exposures. The Company believes thahisruals and insurance coverage are adequate anardlduct liability will not have a
material adverse effect on the Company’s consaiifihancial statements.
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18. Capital Stock
Common Stock:

The Company is authorized to issue 800,000,00@sh&rcommon stock of $.01 par value. There wede28hillion and 232.8 million
common shares outstanding as of December 31, 2609@08, respectively.

During 2008 and 2007, the Company repurchased #liénmand 20.4 million shares of its common statkveighted-average prices of
$40 and $56, respectively. These repurchases wade pursuant to the following authorizations (iflionis of shares):

Shares Repurchased Authorization Remaining at

Board of Directors’ Authorization 2009 2008 2007 December 31, 2009
1997 Authorizatior — — 0.7 5.8
2005 Authorizatior — — 2.8 —
2006 Authorizatior — 3.1 16.¢ —
2007 Authorizatior — 3.3 — 16.7
Total — 6.4 20.4 22.5

1997 Authorization- The Company has an authorization from its Bodidiectors (originally adopted December 1997)dpurchase
shares of its outstanding common stock under witielcumulative number of shares repurchased, dintleeof any repurchase, shall not
exceed the sum of (1) the number of shares issueoninection with the exercise of stock optionsuogeg on or after January 1, 2004, plus
(2) 1% of the issued and outstanding common stbttkeoCompany on January 1 of the current yeausaeg for any stock split.

2005 Authorization- In April 2005, the Compang’Board of Directors separately authorized the Gomgpo buy back up to 20.0 milli
shares of its common stock with no dollar limitexpiration date. This authorization was exhaustethd 2007.

2006 Authorization- In October 2006, the Company’s Board of Direcgaparately authorized the Company to buy baclkup t
20.0 million shares of its common stock with nolaolimit or expiration date. This authorization svexhausted during 2008.

2007 Authorizatior- In December 2007, the Company’s Board of Direcsaparately authorized the Company to buy badk up
20.0 million shares of its common stock with nolaolimit or expiration date. There are 16.7 mitlishares remaining under this authorize
at December 31, 2009.

Preferred Stock:

The Company is authorized to issue 2,000,000 sldneeferred stock of $1.00 par value. The Compeasy designated 500,000 of the
2,000,000 authorized shares of preferred stocledesSA Junior Participating preferred stock (Pmefg Stock). Each share of Preferred St
none of which is outstanding, is entitled to 10,00€es per share (subject to adjustment) and oitpets such that the value of a one ten-
thousandth interest in a share of Preferred Sthokld approximate the value of one share of comstock.

Preferred Stock is reserved for issuance in coforeetith the Company’s outstanding Preferred Stmaichase rights (Rights). On
February 17, 2000, the Board of Directors of thenpany declared a dividend of one Right for eaclstanding share of common stock
payable upon the close of business on August 200 B9the shareholders of record on that date. Uoelgain conditions, each Right entitles
the holder to purchase one ten-thousandth of & sifdPreferred Stock at an exercise price of $&idbject to adjustment. The Rights are only
exercisable if a person or group: (1) has acquig or more of the outstanding common stock ohé&)announced an intention to acquire
25% or more of the outstanding common stock (ei¢heor (2) are a
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Triggering Event). If there is a 15% acquiring gathen each holder of a Right, other than the aitguparty, will be entitled to purchase, at
the exercise price, Preferred Stock having a maskiee of two times the exercise price.

In addition, prior to the acquisition of 50% or ra@f the outstanding common stock by an acquiremypthe Board of Directors of the
Company may exchange the Rights (other than thetRif an acquiring party which have become vaidjyhole or in part, at an exchange
ratio of one share of common stock or one ten-thiodth of a share of Preferred Stock (or a shatkeo€ompany’s preferred stock having
equivalent rights, privileges, and preferences)Right, subject to adjustment. The Rights expirerufhe close of business on August 20,
2010, subject to extension.

19. Share-Based Awards

The Company has a share-based compensation plah whs approved by its Shareholders in April 20@8r{) under which the Board
of Directors may grant to employees share-baseddswacluding nonqualified stock options, stock iggation rights (SARS), shares of
restricted stock and restricted stock units (RSUkg options and SARs granted under the Plan haexercise price equal to the fair market
value of the underlying stock at the date of geart generally vest ratably over a fou@ar period with the first 25% becoming exercisaiie
year after the date of grant. The options and Sé&éare 10 years from the date of grant. Sharessificted stock and RSUs that have k
issued under the Plan generally vest over periadging from 2 to 5 years with certain of the shamed RSUs subject to accelerated vesting
should the Company meet certain performance camditiDividends are paid on shares of restricteckstod dividend equivalents are paic
RSUs. At December 31, 2009, there were 15.4 millloares of common stock available for future awardter the Plan.

Stock Options:

The Company estimates the grant date fair valuts @jption awards granted using a lattice-basemoptaluation model. The Company
believes that the lattice-based option valuatiomlehprovides a more precise estimate of fair vétham the Black-Scholes option pricing
model. Lattice-based option valuation models wilianges of assumptions over the expected terheddjtions. The Company uses a
weighted-average of implied and historical volgtitio determine the expected volatility of its ¢o€he Company uses historical data to
estimate option exercise and employee terminatitimmthe valuation model. The expected term ofays granted is derived from the out
of the option valuation model and represents thezage period of time that options granted are erpeto be outstanding. The risk-free rate
for periods within the contractual life of the aptiis based on the U.S. Treasury yield curve iacéfat the time of grant.

Assumptions used in calculating the lattice-basédvialue of options granted during 2009, 2008 20@7 were as follows:

2009 2008 2007
Expected average term (in yea 7.5 5.9 5.1
Expected volatility 53%- 79% 37%- 44% 21%- 24%
Weighted average volatilit 56% 39% 22%
Expected dividend yiel 3.3% 2.0% 1.4%
Risk-free interest rat 0.3%- 2.8% 1.9%- 3.7% 4.7%- 5.1%
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The following table summarizes the stock optiomsections for the year ended December 31, 200@dimsands except for per share
amounts):

Weighted-
Average
Options Price
Options outstanding, beginning of peri 5,552 $ 49
Options grante 3,42( $ 13
Options exercise — $ —
Options forfeitec (1,299 $ 36
Options outstanding, end of peri 7,67¢ $ 35
Exercisable, end of peric 3,89¢ $ 47

The weighted-average fair value of options granti@ihg the years ended December 31, 2009, 2002@did was $5, $10 and $15,
respectively.

As of December 31, 2009, there was $19.6 millionmmecognized compensation cost related to stotikropthat is expected to be
recognized over a weighted-average period of 2arsye

The following table summarizes the aggregate isitinalue related to options outstanding, exerdésabd exercised as of and for the
years ended December 31 (in thousar

2009 2008 2007
Exercisec $ — $1,04¢  $12,01(
Outstanding $35,71:  $ 11  $ 9,61:
Exercisable $518: $ — $ 9,61:

The Company’s policy is to issue new shares of comsiock upon the exercise of employee stock optibhe Company has a
continuing authorization from its Board of Directdp repurchase shares to offset dilution causeatidogxercise of stock options which is
discussed in Note 18.

Stock options outstanding at December 31, 2009diopin thousands):

Weighted-Average Weighted-Average
Price Range Contractual Life Options Exercise Price
$10.01 to $2( 9.1 2,70¢ $ 12
$20.01 to $3( 9.4 34¢% $ 22
$30.01 to $4( 7.C 1,34z $ 38
$40.01 to $5( 2.8 78€ $ 42
$50.01 to $6( 4.4 1,42: $ 52
$60.01 to $7( 6.1 1,07C $ 65
Options outstandin 6.8 7,67¢ $ 35
Options exercisabl 4.¢ 3,89¢ $ 47

Stock Appreciation Rights (SARS)

SARs vest under the same terms and conditionstamephowever, they are settled in cash equdld¢o settlement date fair value. A
result, SARs are recorded in the Company’s conatitibalance sheets as a liability until the datxercise.
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The fair value of each SAR award is estimated uaitggticebased valuation model. In accordance with SFASI®28(R), the fair valu
of each SAR award is recalculated at the end di egorting period and the liability and expensgistéd based on the new fair value anc
percent vested.

The assumptions used to determine the fair valukeoSAR awards at December 31, 2009 were as fellow

Expected average term (in yea 6.1

Expected volatility 40%- 47%
Expected dividend yiel 1.6%
Risk-free interest rat 0.04%- 3.85%

The following table summarizes the SAR transactionshe year ended December 31, 2009 (in thousexckspt for per share amoun

Weighted-
Average
SARs Price
Outstanding, beginning of peri 19t $ 47
Grantec 26( $ 13
Exercisec — $ —
Forfeited (91) $ 16
Outstanding, end of peric 364 $ 30
Exercisable, end of peric 20 $ 39

The weighted-average fair value of SARs granteéhduhe years ended December 31, 2009 and 20085vasd $10, respectively.

Restricted (Nonvested) Stock:

The fair value of restricted shares is determingseld on the market price of the Comparghares on the grant date. The following t
summarizes the restricted share transactions éoyear ended December 31, 2009 (in thousands efargmtr share amounts):

Grant Date
Restricted

Fair Value

Shares Per Share

Nonvested, beginning of peri 1,04¢ $ 51
Grantec 1,19¢ $ 13
Vested (309 $ 23
Forfeited (330 $ 19
Nonvested, end of peric 1,60¢ $ 35

As of December 31, 2009, there was $18.9 millionmmecognized compensation cost related to restristock that is expected to be
recognized over a weighted-average period of 2arsye

Restricted Stock Units (RSUs)

Restricted stock units vest under the same termi€anditions as restricted stock; however, theysatded in cash equal to their
settlement date fair value. As a result, RSUs ecended in the Company’s consolidated balance slaset liability until the date of vesting.
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The fair value of RSUs is determined based on theket price of the Company’s shares on the gratet dde following table
summarizes the restricted share transactions éoyear ended December 31, 2009 (in thousands efargmtr share amounts):

Weighted-
Average

Grant

Date

Restricted Fair

Value
Stock Unit Per Share
Nonvested, beginning of peri 73 $ 53
Granted 101 $ 12
Vested (16) $ 29
Forfeited (29 $ 46
Nonvested, end of peric 134 $ 27

20. Earnings Per Share

As discussed in Note 1, the Company was requirediopt ASC Topic 260-10-55 as of January 1, 200®ldd the guidance of ASC
Topic 260-10-55, unvested share-based payment avlati contain non-forfeitable rights to dividemasdividend equivalents (whether paid
or unpaid) are participating securities and musnbkided in the computation of earnings per slpamsuant to the two-class method as
described in ASC Topic 260. The Company has a dbased compensation plan under which employeesbhmayanted share-based awards
including shares of restricted stock and restristedk units (RSUs). Non-forfeitable dividends pagd on unvested shares of restricted stock
and non-forfeitable dividend equivalents are paidiovested RSUs. As such, shares of restrictett stot RSUs are considered participating
securities under the two-class method of calcudagi@rnings per share. The two-class method of lesiieg earnings per share did not have a
material impact on the Company’s earnings per stalailation as of December 31, 2009, 2008 and 2007

The following table sets forth the computation aiz and diluted earnings per share from continojgyations for the years ended
December 31 (in thousands except per share amounts)

2009 2008 2007

Numerator:
Income from continuing operations used in compukiagic and diluted earnings per sh $ 70,64. $684,23"  $933,84:
Denominator
Denominator for basic earnings per sl-weightec-average common shat 232,57 234,22! 249,20!
Effect of dilutive securitie— employee stock compensation p 99¢€ 252 677
Denominator for diluted earnings per st-adjusted weighte-average shares outstand 233,57: 234,47 249,88
Earnings per common share from continuing operati

Basic $ 03 $ 292 $ 3.7t

Diluted $ 03C $ 292 ¢ 3.74

Options to purchase 5.0 million, 5.2 million and million weighted-average shares of common stagktanding during 2009, 2008
and 2007, respectively, were not included in thenBany’s computation of dilutive securities becatlrgeexercise price was greater than the
market price and therefore the effect would havenkanti-dilutive.
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21. Business Segments and Foreign Operatiol
Business Segments:

The Company operates in two business segments:rdjotes and Financial Services. The Company’s tepée segments are strategic
business units that offer different products anglises. They are managed separately based onnidariental differences in their operations.

The Motorcycles segment designs, manufactureselledad wholesale primarily heavyweight (engineptisement of 651+cc) touring,
custom and performance motorcycles as well aseaofirmotorcycle parts, accessories, general medibaiand related services.

The Financial Services segment provides wholesaleetail financing and insurance and insurancatedl programs primarily to
Harley-Davidson and Buell dealers and their retasitomers. HDFS conducts business principally énlthited States and Canada.

Information by industry segment is set forth befowthe years ended December 31 (in thousands):

2009 2008 2007
Revenue
Motorcycles $4,287,13 $5,578,41.  $5,726,84
Financial Service 494,77 376,97( 416,19¢

$4,781,90! $5,955,38.  $6,143,04

Operating income (loss
Motorcycles® $ 314,05 $ 976,40. $1,213,39
Financial Service® @) @ (117,969 82,76¢ 212,16¢
$ 196,08t $1,059,16°  $1,425,56.

) Motorcycles operating income for 2009 includesltogatructuring and impairment charges of $221.0ioni and $12.4 million in restructuring charges 2008 (see Note 4
(2) Financial Services operating loss for 2009 incluglesstructuring charge of $3.3 million (see Note

) Financial Services operating (loss) income for 2808 2008 includes a lower of cost or market adjest of $5.9 million and $37.8 million, respectiv¢see Note 10
(4) Financial Services operating (loss) income for 2@@®8 and 2007 includes an impairment charge 6f4srillion, $41.4 million and $9.9 million, respgaely (see Note 7)

Financial Services revenue includes $14.7 millgt8.0 million and $27.7 million of interest that NIZ paid to HDFS on wholesale
finance receivables in 2009, 2008 and 2007, resmhet This interest was paid on behalf of HDMQhslependent dealers as a way to enable
dealers to manage seasonal increases in invetogyoffsetting cost of these interest incentives vezorded as a reduction to Motorcycles
revenue.
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Information by industry segment is set forth belmswof December 31 (in thousands):

Financial

Motorcycles Services Consolidated
2009
Total asset® $3,277,92!  $5,877,59:  $9,155,51
Depreciatior $ 238,27¢ $ 8,066 $ 246,34
Capital expenditure $ 11131« $ 5432 $ 116,74
2008
Total asset® $2,743,851  $5,084,76¢ $7,828,62!
Depreciatior $ 21291 $ 7,84C $ 220,75
Capital expenditure $ 224620 $ 4,33¢ $ 228,95¢
2007
Total asset $2,209,53.  $3,447,07'  $5,656,60!
Depreciatior $ 19765 $ 6,517 $ 204,17
Capital expenditure $ 232,13¢ $ 9,972/ $§ 242,11

(a) 2009 total assets for the Motorcycles segment dediassets of discontinued operations of $181mi
(b) 2008 total assets for the Motorcycles segment dediassets of discontinued operations of $238liomi
Geographic Information:

Included in the consolidated financial statemengstlae following amounts relating to geographiclibans for the years ended
December 31 (in thousands):

2009 2008 2007
Revenue from Motorcycle®:
United State: $2,910,09- $3,844,05. $4,208,01
Europe 700,88 888,02( 790,15(
Japar 255,90: 279,36¢ 229,75¢
Canade 175,96¢ 256,64( 230,23(
Australia 137,62t 168,12: 162,68
Other foreign countrie 106,66. 142,21( 106,00:¢

$4,287,131  $5,578,41.  $5,726,84

Revenue from Financial Servic®:

United State: $ 466,16 $ 348,46: $ 381,00:
Europe 3,164 3,16¢€ 13,63¢
Canad: 25,45¢ 25,34 21,557

$ 494,77¢ $ 376,97C $ 416,19t

Long-lived asset®:
United State: $ 918,65¢ $1,100,85: $1,173,16!
International 65,41: 63,04( 66,98¢
$ 984,07 $1,163,89¢ $1,240,15

(@) Revenue is attributed to geographic regions basddaation of custome
(b) Long-lived assets include all lo-term assets except those specifically excluded uABE Topic 280" Segment Reportin” such as deferred income taxes and finance receisi
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22. Related Party Transactions

The Company has the following material relatedyptietnsactions. A director of the Company is Chaimmand Chief Executive Officer
and an equity owner of Fred Deeley Imports Ltd.€eg Imports), the exclusive distributor of the Guany’s motorcycles in Canada. The
Company recorded motorcycles and related prodeetniue and financial services revenue from Deetgotts during 2009, 2008 and 2007
of $177.2 million, $258.3 million and $231.9 miltiprespectively, and had accounts receivables batatiue from Deeley Imports of $13.9
million and $31.5 million at December 31, 2009 2088, respectively. All such products were providethe ordinary course of business at
prices and on terms and conditions that the Compatigves are the same as those that would resuitdrm’s-length negotiations between
unrelated parties.

23. Supplemental Consolidating Date

The supplemental consolidating data for the perfaatsd is presented for informational purposes. Sipplemental consolidating data
may be different than segment information preseatselwhere due to the allocation of intercompamyiehtions to reporting segments. All
supplemental data is presented in thousands.

Year Ended December 31, 2009

Motorcycles & Relatec

Financial
Products Operations Services Operation Eliminations Consolidated
Revenue
Motorcycles and related produt $ 4,287,13 $ — $ — $4,287,13
Financial service — 495,68’ (908 494,77
Total revenue 4,287,13 495,68 (90¢) 4,781,90
Costs and expense
Motorcycles and related products cost of
goods solc 2,900,93 — — 2,900,93.
Financial services interest expel — 283,63¢ — 283,63:
Financial services provision for credit
losses — 169,20¢ — 169,20t
Selling, administrative and engineerin
expense 852,07: 128,21¢ (90¢) 979,38:
Restructuring and other impairments
expense 220,97t 3,30z — 224,27
Goodwill impairment — 28,38 — 28,38’
Total costs and expens 3,973,98 612,74¢ (90¢) 4,585,82.
Operating income (los! 313,14 (117,06) — 196,08t
Investment incom 4,25¢ — — 4,25¢
Interest expens 21,68( — — 21,68(
Income (loss) before provision for income
taxes 295,72: (117,06 — 178,66(
Provision for (benefit from) income tax 140,56! (32,54¢6) — 108,01¢
Income (loss) from continuing operatic 155,15¢ (84,51Y) — 70,64
Loss from discontinued operations, net of (125,75) — — (125,75)
Net income (loss $ 29,39¢ $ (84,51Y $ — $ (55,11¢

115



Table of Contents

Revenue
Motorcycles and related produc
Financial service

Total revenue

Costs and expense
Motorcycles and related products cost of goods
Financial services interest expel
Financial services provision for credit los:
Selling, administrative and engineering expe
Restructuring and other impairments expe
Goodwill impairment

Total costs and expens

Operating incom:

Investment incom

Interest expens

Income before provision for income ta
Provision for income taxe

Income from continuing operatiol

Loss from discontinued operations, net of
Net income

Revenue
Motorcycles and related produc
Financial service

Total revenue

Costs and expense
Motorcycles and related products cost of goods
Financial services interest expel
Financial services provision for credit los:
Selling, administrative and engineering expe
Total costs and expens

Income from operatior

Investment incom

Income before provision for income tay
Provision for income taxe

Net income

Year Ended December 31, 2008

Motorcycles

& Related

Products Financial
Operations Services Operation Eliminations Consolidated
$5,583,34. $ — $ (4,929 $5,578,41.
— 377,54. (572 376,97(
5,583,34. 377,54 (5,507 5,955,38
3,647,271 — — 3,647,27
— 136,76 — 136,76.
— 39,55¢ — 39,55¢
942,83 122,81t (5,507) 1,060,15.
12,47¢ — — 12,47
4,602,58: 299,13¢ (5,507 4,896,21
980, 75¢ 78,40¢ — 1,059,16
11,29¢ — — 11,29¢
4,542 — — 4,54
987,51: 78,40¢ — 1,065,92
353,64 28,04t — 381,68
633,87 50,36: — 684,23!
(29,517 — — (29,517
$ 604,35 $ 50,36! $ — $ 654,71

Year Ended December 31, 2007

Motorcycles
& Related
Products

Operations

$5,734,68!

5,734,68!

3,612,74t

907,18«
4,519,93.
1,214,75

22,25¢
1,237,01!
438,72¢
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Services Operation Eliminations Consolidated
$ — $ (7,841 $5,726,84
422,67 (6,47€) 416,19¢
422,67: (14,31)) 6,143,04

— — 3,612,74:

81,47 — 81,47¢

11,25: — 11,25:
119,14 (14,31) 1,012,00:

211 ,86¢ (14,317 4,717,48.
210,80 — 1,425,56

— — 22,25¢

210,80« — 1,447,81
75,24¢ — 513,97¢

$ 135,55t $ — $ 933,84
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ASSETS
Current asset:
Cash and cash equivalel
Marketable securitie
Accounts receivable, n
Finance receivables held for investment,
Inventories
Assets of discontinued operatic
Deferred income taxe
Prepaid expenses and other current a:

Total current asse

Finance receivables held for investment,
Property, plant and equipment, |
Goodwill

Deferred income taxe

Other lon¢-term asset

LIABILITIES AND SHAREHOLDERS EQUITY

Current liabilities:
Accounts payabl
Accrued liabilities
Liabilities of discontinued operatiol
Shor-term debr
Current portion of lon-term debt
Total current liabilities

Long-term debt

Pension liability

Postretirement healthcare bene
Other lon¢-term liabilities

Commitments and contingencies (Note
Total shareholde’ equity

December 31, 2009

Motorcycles & Relatec

Financial

Products Operations Services Operation Eliminations Consolidated
$ 1,141,86. $ 488,57: $ — $1,630,43.
39,68t — — 39,68t

356,93 — (87,562 269,37:

— 1,436,11. — 1,436,11.

323,02¢ — — 323,02¢

181,21 — — 181,21

130,88 48,80: — 179,68!

60,86 221,55 — 282,42.

2,234,46 2,195,04: (87,567 4,341,94¢

— 3,621,04: — 3,621,04!

872,33t 34,57( — 906,90¢

31,40( — — 31,40(

169,84: 10,24 (2,581) 177,50:

123,83 16,69( (63,81)) 76,71

$ 3,431,88. $ 5,877,59. $(153,959) $9,155,51!
$ 141,09° $ 108,97¢ $ (87,56)) $ 162,51
447,02: 69,64 (2,58)) 514,08

69,53¢ — — 69,53t

— 189,99¢ — 189,99¢

204,95¢ 1,127,13. — 1,332,09.

862,61 1,495,75. (90,147 2,268,22.

600,00( 3,514,03! — 4,114,03!

245,33. — — 245,33

264,47. — — 264,47

143,90! 11,42¢ — 155,33:
1,315,56. 856,37 (63,81 2,108,11!

$ 3,431,88. $ 5,877,59. $(153,959) $9,155,51.
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ASSETS
Current asset:
Cash and cash equivalel
Accounts receivable, n
Finance receivables held for s,
Finance receivables held for investment,
Inventories
Assets of discontinued operatic
Deferred income taxe
Prepaid expenses and other current a:

Total current asse

Finance receivables held for investment,
Property, plant and equipment, |
Goodwill

Deferred income taxe

Other lon¢-term asset

LIABILITIES AND SHAREHOLDERS EQUITY

Current liabilities:
Accounts payabl
Accrued liabilities
Liabilities of discontinued operatiol
Shor-term debr

Total current liabilities

Long-term debt

Pension liability

Postretirement healthcare bene
Other lon¢-term liabilities

Commitments and contingencies (Note
Total shareholde’ equity

December 31, 2008

Motorcycles & Relatec

Financial

Products Operations Services Operation Eliminations Consolidated
$ 295,51. $ 273,38. $ — $ 568,89«
571,75: — (306,437 265,31

— 2,443,96! — 2,443,96!

— 1,378,46. — 1,378,46.

379,14: — — 379,14

238,71! — — 238,71!

86,52: 36,80¢ — 123,32

83,73¢ 44,99 — 128,73(

1,655,37 4,177,601 (306,43)) 5,526,55:

— 817,10: — 817,10:

1,019,01. 37,91t — 1,056,92

31,29: 28,84( — 60,13:

281,52° 8,88¢ (2,176 288,24(

156,20¢ 14,41 (90,957) 79,67

$ 3,143,41: $ 5,084,76! $(399,56) $7,828,62!
$ 261,18( $ 348,53( $(306,43)) $ 303,27
427,30t 78,33¢ (2,17¢) 503,46¢

77,94: — — 77,94:

— 1,738,64 — 1,738,64!

766,42 2,165,51. (308,609 2,623,33:

181,59 1,994,64 — 2,176,23i

484,00: — — 484,00

274,40¢ — — 274,40¢

142,75! 12,28¢ — 155,04(
1,294,22 912,33( (90,959 2,115,60:

$ 3,143,41 $ 5,084,76! $(399,56) $7,828,62!
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Year ended December 31, 2009

Motorcycles
Eliminations
& Related Financial
Products Services &
Operations Operations Adjustments Consolidatec
Cash flows from operating activitie
Net income (loss $ 29,39¢ $ (84,51% $ — $ (55,11¢)
Loss from discontinued operatio (125,75) — — (125,75)
Income (loss) from continuing operatic 155,15¢ (84,51%) — 70,64:
Adjustments to reconcile income from continuing @p@ns to cash provided by operating activit
Depreciatior 238,27t 8,06¢ — 246,34+
Provision for employee loi-term benefits 118,20: — — 118,20:
Contributions to pension and postretirement p (233,229 — — (233,229
Stock compensation exper 16,32¢ 1,25( — 17,57¢
Net change in wholesale finance receival — — 332,16° 332,16°
Origination of retail finance receivables held saile — (1,180,46) — (1,180,46)
Collections of retail finance receivables helddate — 919,20: — 919,20:
Impairment of investment in retained securitizatimterests — 45,37( — 45,37(
Lower of cost or FMV adj. on finance receivables3 — 5,89¢ — 5,89¢
Goodwill and other impairmen 18,02: 28,387 — 46,41(
Curtailment and settlement expel 37,81« — — 37,81«
Provision for credit losse — 169,20t — 169,20t
Deferred income taxe 26,91« (19,987 — 6,931
Foreign currency adjustmer (22,23¢) — — (22,23¢)
Other, ne’ 8,82¢ 67,617 — 76,44¢
Change in current assets and current liabili
Accounts receivabl 226,33« — (217,52) 8,80¢
Finance receivable- accrued interest and otk — (3,360 — (3,360
Inventories 85,47: — — 85,47:
Accounts payable and accrued liabilit (213,75() (242,78¢) 217,52¢ (239,009
Restructuring reserve 65,34¢ 642 — 65,98¢
Derivative instrument 10,59: (5,880 — 4,711
Other 2,00t 28,11¢ — 30,12:
Total adjustment 384,92. (178,72() 332,16’ 538,36!
Net cash provided by (used by) operating activitiesontinuing operation 540,07¢ (263,23Y) 332,16 609,01(
Cash flows from investing activities of continuingerations
Capital expenditure (111,319 (5,437) — (116,749
Origination of finance receivables held for investit — (4,569,10) 3,190,87! (1,378,22)
Collections of finance receivables held for invesir — 4,130,211 (3,523,04) 607,16¢
Collection of retained securitization intere — 61,17( — 61,17(
Purchase of marketable securil (39,68%) — — (39,68%)
Other- net 2,83¢ — — 2,83¢
Net cash used by investing activities of continuipgrations (148,16°) (383,157) (332,16 (863,48)
Cash flows from financing activities of continuingerations
Proceeds from issuance of med-term notes — 496,51 — 496,51
Proceeds from issuance of senior unsecured | 595,02¢ — — 595,02¢
Proceeds from securitization de — 2,413,19; — 2,413,19;
Repayments of securitization de — (263,08 — (263,08))
Net increase/(decrease) in credit facilities ansegnred commercial pap 20,47¢ (1,103,80) — (1,083,33)
Net repayments of as-backed commercial pap — (513,16%) — (513,16%)
Net change in restricted ca — (167,66 — (167,66
Dividends paic (93,807 — — (93,807
Purchase of common stock for treas (1,920 — — (1,920
Excess tax benefits from share based payn 17C — — 17C
Issuance of common stock under employee stock opi&ns 11 — — 11
Net cash provided by financing activities of contirg operation: 519,95¢ 861,98: — 1,381,93
Effect of exchange rate changes on cash and casbeéents of continuing operatiol 7,19: (404) — 6,78¢
Net increase in cash and cash equivalents of agintijroperation: 919,06( 215,18¢ — 1,134,24!
Cash flows from discontinued operatio
Cash flows from operating activities of discontidugperation (71,299 — — (71,299
Cash flows from investing activities of discontinueperation: (18,805 — — (18,805
Effect of exchange rate changes on cash and casvadents of discontinued operatic (1,20%) — — (1,20%)
(91,319 — — (91,319
Net increase in cash and cash equival $ 827,74¢ $ 215,18¢ $ — $ 1,042,93
Cash and cash equivaler
Cash and cash equivaler beginning of perioc $ 295,51 $ 273,38. $ — $ 568,89
Cash and cash equivalents of discontinued oper- beginning of perioc 24,66¢ — — 24,66¢
Net increase in cash and cash equival 827,74 215,18¢ — 1,042,93:
Less: Cash and cash equivalents of discontinuechtipes— end of perioc (6,06%) — — (6,06%)
Cash and cash equivaler end of perioc $ 1,141,86; $ 488,57: $ — $ 1,630,43
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Year ended December 31, 2008

Motorcycles

Eliminations
& Related
Products Financial &
Operations Services Adjustments Consolidatec
Cash flows from operating activitie
Net income $ 604,35 $ 50,36: $ — $ 654,71
Loss from discontinued operatio (29,517) — — (29,517)
Income from continuing operatiol 633,87. 50,36% — 684,23!
Adjustments to reconcile income from continuing @iens to cash provided by operating
activities:
Depreciatior 212,91 7,84( — 220,75}
Provision for employee loi-term benefits 76,42¢ — — 76,42¢
Contributions to pension and postretirement p (19,517 — — (19,517
Stock compensation exper 22,39: 2,082 — 24,47
Loss on current year securitizatic — 5,37(C — 5,37(
Net change in wholesale finance receival — — 99,37: 99,37:
Origination of retail finance receivables held saile — (2,788,46) — (2,788,46)
Collections of retail finance receivables held $ate — 507,10¢ — 507,10t
Proceeds from securitization of retail finance realeles — 467,72: — 467,72:
Impairment of investment in retained securitizatioterests — 41,400 — 41,40
Lower of cost or FMV adj. on finance receivablesS — 37,76¢ — 37,76¢
Provision for credit losse — 39,55¢ — 39,55t
Deferred income taxe (36,107 (10,62¢) — (46,729
Foreign currency adjustmer 2,892 — — 2,892
Other, ne’ 16,72: 37,25t — 53,97¢
Change in current assets and current liabili
Accounts receivabl (155,13() — 157,84( 2,71(
Finance receivable- accrued interest and otk — (7,149 — (7,149
Inventories (42,267) — — (42,267)
Accounts payable and accrued liabilit 30,22( 106,62¢ (90,84%) 45,99¢
Restructuring reserve 2,14¢ — — 2,14¢
Derivative instrument (9,829 (2,139 — (11,967)
Other (6,54€) 2,691 — (3,85%)
Total adjustment 94,32¢ (1,552,95) 166,36! (1,292,26)
Net cash provided by (used by) operating activitiesontinuing operation 728,20( (1,502,59) 166,36! (608,029
Cash flows from investing activitie
Capital expenditure (224,62) (4,33€) — (228,959
Origination of finance receivables held for investit — (4,934,38) 4,325,76! (608,62.)
Collections of finance receivables held for invesir — 4,875,06! (4,426,071 448,99(
Collection of retained securitization intere — 93,74 — 93,747
Proceeds from transfer of finance receivables fitidFSE to HDE — 65,96 (65,967) —
Sales and redemptions of marketable secul 2,54 — — 2,54
Other- net (2,57%) — — (2,57%)
Net cash (used by) provided by investing activi (224,65%) 96,04¢ (166,26%) (294,87Y)
Cash flows from financing activitie
Proceeds from issuance of med-term notes — 993,55( — 993,55(
Repayment of mediu-term note — (400,000 — (400,000)
Net increase in credit facilities and unsecured memtial pape 193,74¢ 567,31¢ — 761,06!
Net borrowings of ass-backed commercial pap — 490,00( — 490,00(
Dividends paic (302,314 — — (302,31
Purchase of common stock for treas (250,41() — — (250,41()
Excess tax benefits from share based payn 32C — — 32C
Issuance of common stock under employee stock opi&ns 1,17¢ — — 1,17¢
Net cash (used by) provided by financing activibésontinuing operation (357,47¢) 1,650,861 — 1,293,391
Effect of exchange rate changes on cash and casvaéents of continuing operatiol (15,819 (4,43%) (200) (20,357
Net increase in cash and cash equivalents of agintijroperation: 130,25! 239,87¢ — 370,13«
Cash flows from discontinued operatio
Cash flows from operating activities of discontidugperations (75,029 — — (75,02%)
Cash flows from investing activities of discontinugperation: (99,967) — — (99,967)
Effect of exchange rate changes on cash and casvadents of discontinued operatic (4,439 — — (4,439
(179,43() — — (179,43()
Net (decrease) increase in cash and cash equis. $  (49,17H $ 239,87¢ $ = $  190,70:
Cash and cash equivaler
Cash and cash equivaler beginning of perioc $ 369,35 $ 33,50: $ — $ 402,85«
Cash and cash equivalents of discontinued oper- beginning of perioc — — — —
Net increase in cash and cash equival (49,17%) 239,87¢ — 190,70
Less: Cash and cash equivalents of discontinuedhtipes— end of perioc (24,66¢) — — (24,66¢)
Cash and cash equivaler end of perioc $ 295,51 $ 273,38 $ — $ 568,89
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Cash flows from operating activitie
Net income
Adjustments to reconcile net income to cash praYice
operating activities
Depreciatior
Provision for employee lol-term benefits
Contributions to pension and postretirement p
Stock compensation exper
Gain on current year securitizatic
Net change in wholesale finance receival
Origination of retail finance receivables held $ate
Collections of retail finance receivables helddate
Proceeds from securitization of retail finance realgles
Impairment of investment in retained securitization
interests
Provision for credit losse
Deferred income taxe
Foreign currency adjustmer
Other, ne
Change in current assets and current liabili
Accounts receivabl
Finance receivable- accrued interest and ot
Inventories
Accounts payable and accrued liabilit
Other
Total adjustment
Net cash provided by (used by) operating activ
Cash flows from investing activitie
Capital expenditure
Origination of finance receivables held for investit
Collections of finance receivables held for invesir
Collection of retained securitization intere
Purchase of marketable securi
Sale of marketable securiti
Other— net
Net cash provided by (used by) investing activi
Cash flows from financing activitie
Proceeds from medit-term notes
Net decrease in credit facilities and unsecuredneernial pape
Repayment of senior unsubordinated ¢
Dividends paic
Purchase of common stock for treas
Excess tax benefits from share based payn
Issuance of common stock under employee stock optans
Net cash (used by) provided by financing activi
Effect of exchange rate changes on cash and casvadnts
Net increase in cash and cash equival
Cash and cash equivaler beginning of periot

Cash and cash equivaler end of perioc
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Year ended December 31, 2007

Motorcycles

& Related Financial Eliminations
Products Services &

Operations Operations Adjustments Consolidated
$ 798,28 $ 135,55t — $ 933,84:
197,65! 6,517 — 204,17.
75,68 — — 75,68
(15,307) — — (15,307)
18,67( 2,30¢ — 20,97
— (36,039 — (36,039
— — 22,81¢ 22,81¢
— (2,919,93) — (2,919,93)
— 110,75¢ — 110,75¢
— 2,486,78 — 2,486,78
— 9,932 — 9,932
— 11,25: — 11,25:
(54,46%) (6,317) - (60,779
(14,587 — — (14,58)
11,712 12,26¢ — 23,971
93,23: — (119,63)) (26,399
— (19,68() — (19,68()
(48,019 = - (48,019
46,48¢ (128,267 122,98° 41,21(
(4,145 1,62¢ - (2,519
306,92¢ (468,799 26,17: (135,69
1,105,211 (333,24)) 26,17 798,141
(232,139 (9,979 - (242,11))
— (5,695,23) 5,180,87. (514,359
— 5,572,50: (5,203,53)) 368,97¢
— 118,17! — 118,17!
(467,60 — — (467,609
1,125,34. — — 1,125,34.
2,78¢ — — 2,78¢
428,38t (14,52)) (22,659 391,20!
— 398,14 — 398,14
- (16,247 - (16,247
— (30,000) — (30,000)
(260,80%) — — (260,80%)
(1,153,43) — — (1,153,43)
3,06¢€ — — 3,06¢
21,47¢ — — 21,47¢
(1,389,70) 351,89 — (1,037,80)
18,30( (1,879 (3,519 12,90¢
162,20: 2,25¢€ — 164,45
207,15( 31,24, — 238,39
$ 369,35: $ 33,50! o $ 402,85:
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Motorcycles:
Revenue
Operating income (los

Financial Services
Revenue
Operating income (los!

Consolidated
Income (loss) before tax
Income (loss) from continuing
operations
Loss from discontinued operatio

Net income (loss

Earnings (loss) per common share from
continuing operations
Basic
Diluted

Loss per common share from discontinue
operations
Basic
Diluted

Earnings (loss) per common she
Basic
Diluted

SUPPLEMENTARY DATA

Quarterly financial data (unaudited)

(In millions, except per share data)

1 St Quarter 2 nd Quarter 3 rd Quarter 4 th Quarter
Mar 29, Mar 30, June 28, June 29, Sep 27, Sep 28, Dec 31, Dec 31,
2009 2008 2009 2008 2009 2008 2009 2008
$1,278.« $1,306.. $1,135.7 $1,572.¢ $1,108." $1,421.t $764F $1,278.(
$ 231.C $ 2561 $ 1742 $ 308.7 $ 130.7 $ 249.. $(221.f) $ 162.
$ 1047 $ 932 $ 124 $ 106.6 $ 137.C $ 112 $129.z $ 64.°¢
$ 112 $ 34¢ $ (905 $ 371 $ (315 $ 3Be $ (7.) $ (249
$ 234« $ 2931 $ 83z $ 34871 $ 992 $ 2867 $(238.) $ 138.
$ 1281 $ 187¢ $ 334 $ 222¢ $ 564 $ 181.¢ $(147.) $ 91c¢
$ 109) $§ — $ (136 $ — $ (299 % (1549 $ (715 $ (140
$ 117« $ 187 $ 19.& § 222¢& $ 26t $ 166.F $(218.7) $ 77.t
$ 05t $ 07¢ $ 014 $ 09 $ 022 $ 078 $(0.63 $ 0.4
$ 058 $ 07¢ $ 014 $ 09 $ 022 $ 078 $(©.6y $ 0.4
$ ©O0) $ — $ (00F $ — $ (019 $ (0.0)) $(03) $ (0.0
$ (005 $ — $ (00§ $ — $ (019 $ (007) $(0.3) $ (0.00
$ 051 $ 07¢ $ 00t $ 09 $ 011 $ 071 $(099 $ 0.3
$ 05 $ 07¢ $ 00t $ 09 $ 011 $ 071 $(099 $ 0.3«
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Item 9. Changes in and Disagreements With Accountants orcduanting and Financial Disclosure
None.
Item 9A. Controls and Procedure

Evaluation of Disclosure Controls and Procedures

In accordance with Rule 13a-15(b) of the Securiirshange Act of 1934 (the “Exchange Act”), asha €nd of the period covered by
this Annual Report on Form 10-K, the Company’s nggamaent evaluated, with the participation of the @any’s President and Chief
Executive Officer and Senior Vice President ande€hRinancial Officer, the effectiveness of the dasaind operation of the Company’s
disclosure controls and procedures (as defineduie R3a-15(e) under the Exchange Act). Based ufpein ¢valuation of these disclosure
controls and procedures, the President and Chie¢iive Officer and Senior Vice President and Chiaancial Officer have concluded that
the disclosure controls and procedures were efieeis of the end of the period covered by this A&hReport on Form 10-K to ensure that
information required to be disclosed by the Compiarthe reports it files or submits under the Exa@Act is recorded, processed,
summarized and reported, within the time periodt#ieel in the Securities and Exchange Commissidesrand forms, and to ensure that
information required to be disclosed by the Compiarthe reports it files or submits under the Exa@Act is accumulated and
communicated to the Company’s management, incluigsngresident and Chief Executive Officer and SeNiice President and Chief
Financial Officer, as appropriate, to allow timelgcisions regarding disclosure.

Management’s Report on Internal Control over Finandal Reporting

The report of management required under this ItAnsTontained in Item 8 of Part Il of this AnnuRéport on Form 10-K under the
heading “Management’s Report on Internal Contra@rdvinancial Reporting.”

Attestation Report of Independent Registered Publidccounting Firm

The attestation report required under this Itemi®gontained in Item 8 of Part Il of this Annualg®et on Form 10-K under the heading
“Report of Independent Registered Public Accountirgn on Internal Control over Financial Reporting.

Changes in Internal Controls

There were no changes in the Company’s internatabover financial reporting that occurred durihg quarter ended December 31,
2009 that have materially affected, or are reaslyrildely to materially affect, the Company’s intexl control over financial reporting.
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PART Il
Item 10. Directors, Executive Officers and Corporate Govente

The information included or to be included in then@pany’s definitive proxy statement for the 201@w@ad meeting of shareholders,
which will be filed on or about March 12, 2010 (fRexy Statement), under the captions “Questiodsfarswers about the Company — Who
are our executive officers for SEC purposes?,” fitoate Governance Principles and Board MattersditA&lommittee,” “Election of
Directors,” “Section 16(a) Beneficial Ownership Rejing Compliance,” “Audit Committee Report,” anthtlependence of Directors” is
incorporated by reference herein.

The Company has adopted the Harley-Davidson, limarf€ial Code of Ethics applicable to the Compaichief executive officer, the
chief financial officer, the principal accountinficer and the controller and other persons perfognsimilar functions. The Company has
posted a copy of the Harley-Davidson, Inc. Findn€ade of Ethics on the Company’s website at wwwdyadavidson.com. The Company
intends to satisfy the disclosure requirements ufiden 5.05 of the Securities and Exchange ComuonssiCurrent Report on Form 8-K
regarding amendments to, or waivers from, the Wablavidson, Inc. Financial Code of Ethics by pogtsuch information on its website at
www.harley-davidson.com. The Company is not inatigdihe information contained on or available thioitg website as a part of, or
incorporating such information by reference intos tAnnual Report on Form 10-K.

Item 11. Executive Compensatio

The information included or to be included in theXy Statement under the captions “Executive Coraggon” and “Human Resources
Committee Report on Executive Compensation” isiipomated by reference herein.

Item 12. Security Ownership of Certain Beneficial Owners aanagement and Related Stockholder Mattt

Information included or to be included in the Pr@&tatement under the caption “Common Stock OwngrshCertain Beneficial
Owners and Management” is incorporated by referéecein.

The following table provides information about thempany’s equity compensation plans (includingvitlial compensation
arrangements) as of December 31, 2009:

Number of securities

Weighted- remaining available for
Number of securities average
exercise future issuance under
to be issued upon th price of equity compensation
outstanding plans (excluding
exercise of securities reflected in
Plan Category outstanding options options the first column)
Equity compensation plans approved by shareholder:
Management employe: 7,614,21 $ 35.1¢ 15,408,50
Equity compensation plans not submitted to sharehdkrs:
Union employees
Kansas City, MC — $ — 26,71¢
York, PA 41,64¢ $ 38.8¢ 56,25(
Non employees
Board of Director: 17,30( $ 49.1: 9,92¢
58,94¢ $ 41.8¢ 92,89
Total all plans 7,673,16: $ 35.1¢ 15,501,39
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Plan documents for each of the Company’s equitypsrsation plans have been filed with the SecurtiesExchange Commission on
a timely basis and are included in the list of bxkito this annual report on Form 10-K. Equity gamsation plans not submitted to
shareholders for approval were adopted prior toetuiregulations requiring such approval and hatédeen materially altered since
adoption.

The material features of the union employees’ stygtion awards are the same as those of the mamagemployees’ stock option
awards. Under the Company’s management and unamspstock options have an exercise price equbktéair market value of the
underlying stock at the date of grant, expire tearg from the date of grant and vest ratably ofeuayear period, with the first 25 percent
becoming exercisable one year after the date oftgra

Effective December 31, 2002, non-employee direatbthe Company’s Board of Directors were no longjegible to receive stock
options. Prior to December 31, 2002, under the @o&Directors’ plan, each non-employee directoowkrved as a member of the Board
immediately following the annual meeting of shaldbos was automatically granted an immediately @seable stock option for the purchase
of such number of shares of Common Stock equdlrtettimes the annual retainer fee for directorgldd by the fair market value of a share
of Common Stock on the day of grant (rounded ughéonearest multiple of 100). Board of Directotsck options have an exercise price
equal to the fair market value of the underlyingcktat the date of grant and expire ten years firdate of grant.

The Director Compensation Policy provides non-empgéoDirectors with compensation that includes aruahretainer as well as a
grant of share units. The payment of share uniteisrred until a director ceases to serve aseatdir and the share units are payable at that
time in actual Company stock. The Director Comp#asaolicy also provides that a non-employee Doemay elect to receive 50% or
100% of the annual retainer to be paid in eachncaleyear in the form of Common Stock based uperfal market value of the Common
Stock at the time of the annual meeting of shaddrsl Each Director must receive a minimum of oaké-df his or her annual retainer in
Company Common Stock until the Director reachedinector stock ownership guidelines defined below.

In August 2002, the Board approved “Director andi@eExecutive Stock Ownership Guidelines” (OwngpsBuidelines) which were
most recently revised in September 2009. The OwieGuidelines stipulate that all Directors holdd® shares of the CompasyCommor
Stock and senior executives hold from 7,500 to @@ shares of the Company’s Common Stock deperuirtheir level. The Directors and
senior executives have five years from the datg éne elected a Director or promoted to a seniecetive to accumulate the appropriate
number of shares of the Company’s Common Stock.

Item 13. Certain Relationships and Related Transactions, abitector Independence

The information included or to be included in theXy Statement under the caption “Certain Transasti and “Corporate Governance
Principles and Board Matters — Independence ofdiore” is incorporated by reference herein.

Item 14. Principal Accounting Fees and Service

The information included or to be included in thexXy Statement under the captidRdtification of Selection of Independent Registe
Public Accounting Firm — Fees Paid to Ernst & YoundpP” is incorporated by reference herein.
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PART IV
ltem 15. Exhibits and Financial Statement Schedul
(a) The following documents are filed as part @ fhorm 10-K:
(1) Financial Statemen
Consolidated statements of operations dohef the three years in the period ended DeceBihet00¢ 61
Consolidated balance sheets at Decemb&08B, and December 31, 20 62
Consolidated statements of cash flows &mheof the three years in the period ended DeceBthe200< 63
Consolidated statements of shareha’ equity for each of the three years in the periodeenDecember 31, 20( 64
Notes to consolidated financial statem: 66
(2) Financial Statement Schedi
Schedule - Valuation and qualifying accoun 127

(3) Exhibits
Reference is made to the separate Index to Exlubrtained on pages 132 through 136 filed herewith

All other schedules are omitted since the requiméamation is not present or is not present in ans sufficient to require submission
of the schedules.
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Schedule I
HARLEY-DAVIDSON, INC.
CONSOLIDATED VALUATION AND QUALIFYING ACCOUNTS
Years ended December 31, 2009, 2008 and 2007
(In thousands)
2009 2008 2007

Accounts receivabl- allowance for doubtful accoun

Balance at beginning of peric $ 6,24( $ 9,01¢ $ 9,43t

Provision charged to expen 7,71 3,061 36&

Reserve adjustmen (674) 14¢€ (1,029

Write-offs, net of recoverie (1,877) (5,989 244

Balance at end of peric $ 11,40¢ $ 6,24( $ 9,01¢
Finance receivables held for investm- allowance for credit loss¢

Balance at beginning of peric $ 40,06¢ $ 30,29: $ 27,28t

Provision charged to expen 169,20t 39,55¢ 11,25:

Write-offs, net of recoverie (59,199 (29,787) (8,240

Balance at end of peric $150,08: $ 40,06¢ $ 30,29t
Inventories— allowance for obsolescen®

Balance at beginning of peri $ 24,09: $ 16,30 $ 15,28:

Provision charged to expen 36,47¢ 33,03: 11,69¢

Reserve adjustmen (20¢) (28€) 1,11¢

Write-offs, net of recoverie (25,616 (24,967) (11,786

Balance at end of peric $ 34,74: $ 24,09. $ 16,30"
Deferred tax asse- valuation allowanci

Balance at beginning of peri $ — $ — $ —

Allowance for operating loss carryforwar 22,17( — —

Balance at end of peric $ 22,17( $§ — $ —

(1) Inventory obsolescence reserves deducted fromdetstmined on fir-in first-out (FIFO) basis, before deductions for -in, first-out (LIFO) valuation reserve
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SIGNATURES

Pursuant to the requirements of Section 13, or)1di{(the Securities Exchange Act of 1934, the regig has duly caused this report to
be signed on its behalf by the undersigned, théoedmy authorized, on February 23, 2010.

HARLEY -DAVIDSON, INC.

By: /S/ Keith E. Wandell
Keith E. Wandel
President and Chief Executive Offic

Pursuant to the requirements of the Securities &xga Act of 1934, this report has been signed bélpthe following persons on
behalf of the registrant and in the capacitiesdattid on February 23, 2010.

Name Title
/S/ Keith E. Wandell President and Chief Executive Officer and Dire:
Keith E. Wandel (Principal executive officer

/S/ John A. Olin Senior Vice President and Chief Financial Offi
John A. Olin (Principal financial officer

/S/ Mark R. Kornetzke Chief Accounting Office

Mark R. Kornetzke (Principal accounting officel

/S/ Barry K. Allen Chairman and Directc

Barry K. Allen

/S/ Richard |. Beattie Director

Richard |. Beattie

IS/ Martha F. Brooks Director
Martha F. Brook

/S/ George H. Conrades Director
George H. Conrade

/S/ Judson C. Green Director
Judson C. Gree

/S/ Donald A. James Director
Donald A. Jame

/S/ Sara L. Levinson Director
Sara L. Levinsol

/S/ N. Thomas Linebarger Director
N. Thomas Linebarge

/S/ George L. Miles, Jr. Director
George L. Miles, Jt

/S/ James A. Norling Director
James A. Norling

/S/ Jochen Zeitz Director
Jochen Zeit:
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4.5
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4.7

INDEX TO EXHIBITS
[ltems 15(a)(3) and 15(c)]

Description
Restated Articles of Incorporation as amended tjincdugust 21, 2000 (incorporated herein by refeegnd=xhibit 3.1
to the Registra’s Annual Report on Form -K for the year ended December 31, 2008 (File M9183))

Harley-Davidson, Inc. By-aws, as amended through February 11, 2010 (incatga herein by reference to Exhibit
to the Registra’s Current Report on Forn-K dated February 10, 2010 (File N-9183))

Form of Rights Agreement between the Registrantrarstar Bank, N.A. dated February 17, 2000 (incoaped by
reference to Exhibit 4.1 to the Regist’'s Current Report on Forn-A dated February 18, 2000 (File N-9183))

Form of Rights Agent Agreement between the Regiseiad Computershare Investor Services, LLC (inocaied
herein by reference to Exhibit 4.2 to the RegidtsaAinnual Report on Form 10-K for the year endezt&@nber 31,
2000 (File No. -9183))

Indenture to provide for the issuance of indebtedrated as of November 21, 2003 between H&r&eydson Fundin
Corp., Issuer, Harley-Davidson Financial Servi¢es, and Harley-Davidson Credit Corp., Guarantmr8NY
Midwest Trust Company, Trustee (incorporated hebgineference to Exhibit 4.4 to the Registrant’snAal Report of
Form 1(-K for the year ended December 31, 2005 (File M9183))

3-Year Credit Agreement, dated as of July 16, 288&ng the Company, certain subsidiaries of the g2my, the
financial institutions parties thereto, JPMorgara§dBank, N.A., as global administrative agentglodal swing line
lender, Citibank, N.A., as syndication agent, alBNAAmro Bank N.V., BNP Paribas and Deutsche Bank Néw
York branch, as documentation agents (incorporagzdin by reference to Exhibit 4.1 to the Regidtsa@urrent
Report on Form-K dated July 16, 2008 (File N0-9183))

Amendment No. 1, dated as of April 30, 2009, amitregCompany, certain subsidiaries of the Compdrg/financial
institutions parties thereto and JPMorgan Chas&Bdr., as global administrative agent, to 3-Y€aedit Agreement
dated as of July 16, 2008 among the Company, oestdisidiaries of the Company, the financial intins parties
thereto and JPMorgan Chase Bank, N.A., as globalrastrative agent and global swing line lendecéirporated
herein by reference to Exhibit 4.1 to the Regigtsa@urrent Report on Form 8-K dated April 30, 2088 amended on
August 17, 2009 (File N0.-9183))

364-Day Credit Agreement, dated as of April 30,20mong the Company, certain subsidiaries of hmgany, the
financial institutions parties thereto and JPMor@dmase Bank, N.A., as global administrative agenofporated
herein by reference to Exhibit 4.2 to the Regigtsa@urrent Report on Form 8-K dated April 30, 2088 amended on
May 7, 2009 (File No.-9183))

Loan and Servicing Agreement, dated as of AprilZM9, by and among certain subsidiaries of the g2oy, the
financial institutions from time to time party tle¢o as lenders and administrative agents, JPMdZgase Bank, N.A.
as Syndication Agent and Program Agent and Citiddopth America, Inc. as Syndication Agent (incogted herein
by reference to Exhibit 4.3 to the Registrant’srént Report on Form 8-K dated April 30, 2009, azaded on
August 17, 2009 (File N0.-9183))
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4.9

4.10

411

10.1*

10.2*

10.3*

10.4*
10.5*
10.6*

10.7*

INDEX TO EXHIBITS
[ltems 15(a)(3) and 15(c)]

Description

Amended and Restated Receivables Sale Agreemeéed as of April 30, 2009, by and between certabs&liaries of
the Company (incorporated herein by reference tuli#ix4.4 to the Registrant’s Current Report onrR@K dated April
30, 2009, as amended on August 17, 2009 (File -9183))

Letter Agreement, dated as of April 30, 2009, bgt among certain subsidiaries of the Company, tienfial institution
from time to time party thereto as lenders and adstrative agents, JPMorgan Chase Bank, N.A. adiSgtion Agent
and Program Agent and Citicorp North America, B Syndication Agent, relating to Loan and Sergckgreement
(incorporated herein by reference to Exhibit 4.5 Registrant’s Current Report on Form 8-K dakpdl! 30, 2009, as
amended on August 17, 2009 (File N-9183))

Trust Agreement dated as of April 15, 2009 betwdariey-Davidson Customer Funding Corp. (“HDCFC"fan
Wilmington Trust Company (incorporated herein bfgrence to Exhibit 4.1 to the Registrant’s Curri@eport on Form
8-K dated May 12, 2009 (File N0-9183))

Indenture dated as of May 1, 2009 between the #&ybevidson Motorcycle Trust 2009-1 (the “Trust”)damhe Bank of
New York Mellon Trust Company, N.A. (tF'Indenture Trustee”) (incorporated herein by refeto Exhibit 4.2 to the
Registrar’s Current Report on Forn-K dated May 12, 2009 (File No-9183))

Harley-Davidson, Inc. 1995 Stock Option Plan asraaed through April 28, 2007 (incorporated hereirréfgrence to
Exhibit 10.3 to the Registre’'s Quarterly Report on Form -Q for the quarter ended April 1, 2007 (File N-9183))

Harley-Davidson, Inc. Director Stock Plan as amenaled restated effective January 1, 2009 (incotpdraerein by
reference to Exhibit 10.2 to the Registrant’s AdriR@port on Form 10-K for the year ended Decemlie2B808 (File
No. 1-9183))

Form of Amended and Restated Transition Agreemeangended through April 25, 2008 between the Regisand
each of Ms. Lione and Mr. McCaslin (incorporatedeie by reference to Exhibit 10.2 to the Registeaa@uarterly
Report on Form 1-Q for the quarter ended March 30, 2008 (File M-9183))

Form of Transition Agreement between the Registaanteach of Messrs. Levatich, Olin and Wan

Transition Agreement between the Registrant andHvnd

Harley-Davidson Management Deferred Compensatian Bs amended and restated effective January 9,a2GD
further amended March 2, 2009 (incorporated hevgireference to Exhibit 10.2 to the Registrant'sa@erly Report on
Form 1(-Q for the quarter ended March 29, 2009 (File M-9183))

Form of Life Insurance Agreement between the Regjistiand Ms. Lione and Mr. McCaslin (incorporatedein by
reference from Exhibit 10.10 to the Registrant’snal Report on Form 10-K for the year ended Deceribe1993
(File No. 1-9183))

* Represents a management contract or compengaltorycontract or arrangement in which a directanamed executive officer of the
Company participate
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10.8*

10.9*
10.10*

10.11*

10.12*

10.13

10.14

10.15*

10.16*

10.17*

INDEX TO EXHIBITS
[ltems 15(a)(3) and 15(c)]

Description

Form of Amended and Restated Severance Benefitsefggnt as amended through April 25, 2008 betwesen th
Registrant and Ms. Lione and each of Messrs. Fgdi, McCaslin, and Richer (incorporated hereimdfgrence to
Exhibit 10.12 to the Registre’s Quarterly Report on Form -Q for the quarter ended March 30, 2008 (File M-9183))

Form of Severance Benefits Agreement between tigésRent and each of Messrs. Hund, Levatich, Otid Wandell

Form of Amended and Restated Supplemental ExecRitigement Plan Agreement between the Registrahivir.
McCaslin (incorporated herein by reference fromigixH 0.6 to the Registrant’s Quarterly Report anri 10-Q for the
quarter ended September 28, 2008 (File 1-9183))

Harley-Davidson Pension Benefit Restoration Plaamasnded and restated effective January 1, 2008rfinrated
herein by reference to Exhibit 10.9 to the RegigtssAnnual Report on Form 10-K for the year en@etember 31,
2008 (File No. -9183))

Harley-Davidson Retiree Insurance Allowance Pléfiective January 1, 2009, together with amendmadtpted
through May 31, 2009 (incorporated herein by refeesto Exhibit 10.2 to the Registrant’s QuartergpBrt on Form 10-
Q for the quarter ended June 28, 2009 (File 1-9183))

Harley-Davidson, Inc. 1998 Non-Exempt Employee bt©ption Plan (incorporated by reference to Exbit to the
Registrar’s Registration Statement on Forl-8 (File No. 33-75347))

2001 York Hourly-Paid Employees Stock Option Plamcgrporated herein by reference to Exhibit 10d.the
Registrar’s Annual Report on Form -K for the year ended December 31, 2000 (File M-9183))

Director Compensation Policy effective April 25,080(incorporated herein by reference from Exhibitllto the
Registrar’s Quarterly Report on Form -Q for the quarter ended June 28, 2009 (File 1-9183))

Deferred Compensation Plan for Nonemployee Dirscdgramended and restated effective January 1,(R@@®poratec
herein by reference to Exhibit 10.14 to the Regigts Annual Report on Form 10-K for the year enBedember 31,
2008 (File No. -9183))

Harley-Davidson, Inc. 2004 Incentive Stock Plamasended through April 28, 2007 (incorporated hebgimeference to
Exhibit 10.4 to the Registre’'s Quarterly Report oForm 1(-Q for the quarter ended April 1, 2007 (File N-9183))

* Represents a management contract or compengaltorycontract or arrangement in which a directaramed executive officer of the
Company participate
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10.19*

10.20*

10.21*

10.22*

10.23*

10.24*

10.25*

10.26*

INDEX TO EXHIBITS
[ltems 15(a)(3) and 15(c)]

Description

Harley-Davidson, Inc. 2009 Incentive Stock Plarcirporated herein by reference to Appendix A toGoenpany’s
definitive proxy statement on Schedule 14A for @@mpany’s Annual Meeting of Shareholders held onil&5, 2009
filed on April 3, 2009 (File No.-9183))

Form of Notice of Grant of Stock Options and Optigreement of Harley-Davidson, Inc. under the Hail&avidson
Inc. 1995 Stock Option Plan and the Harley-Davigdono. 2004 Incentive Stock Plan (incorporated imeby reference
to Exhibit 10.21 to the Registrant’s Annual RepairEorm 10-K for the year ended December 31, 2608 (No. 1-
9183))

Form of Notice of Special Grant of Stock Optionsl @ption Agreement of Harley-Davidson, Inc. under Harley-
Davidson Inc. 1995 Stock Option Plan and the Habayidson, Inc. 2004 Incentive Stock Plan (incogted herein by
reference to Exhibit 10.22 to the Registrant’s Aadrireport of Form 10-K for the year ended Decen3ier2005 (File
No. 1-9183))

Form of Notice of Award of Restricted Stock and fReted Stock Agreement of Harley-Davidson, Incdenthe Harley-
Davidson, Inc. 2004 Incentive Stock Plan (incorpedaherein by reference to Exhibit 10.1 to the Bieght's Quarterly
Report of Form 1-Q for the quarter ended March 29, 2009 (File M9183))

Form of Notice of Special Award of Restricted Sterld Restricted Stock Agreement of Harl@gvidson, Inc. under tt
Harley-Davidson, Inc. 2004 Incentive Stock Plarcdiporated herein by reference to Exhibit 10.6@Registrant’s
Quarterly Report of Form -Q for the quarter ended April 1, 2007 (File N-9183))

Form of Notice of Grant of Stock Appreciation Riglaind Stock Appreciation Rights Agreement of Habeywidson,
Inc. under the Harley-Davidson, Inc. 2004 IncenBteck Plan (incorporated herein by reference tailkik10.22 to the
Registrar’s Annual Report on Form -K for the year ended December 31, 2006 (File M9183))

Form of Notice of Award of Restricted Stock UnitdalRestricted Stock Unit Agreement of Harley-Davigsimc. under
the Harley-Davidson, Inc. 2004 Incentive Stock Rianorporated herein by reference to Exhibit 110.the Registrant’s
Quarterly Report on Form -Q for the quarter ended April 1, 2007 (File N-9183))

Harley-Davidson, Inc. Employee Short-Term Incenfilan (incorporated herein by reference to ExHibitl of the
Registrar’s Form 1-Q filed May 2, 2005 (File N0.-9183))

Form of Notice of Grant of Stock Options and Optigreement of Harley-Davidson, Inc. under the Hailavidson,
Inc. 2009 Incentive Stock Plan to each of Messtsid Levatich, Olin and Wandell (incorporated hettey reference to
Exhibit 10.1 to the Registre’s Current Report on Forn-K dated May 1, 2009 (File No-9183))

* Represents a management contract or compengalorycontract or arrangement in which a directanamed executive officer of the
Company participate«
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Exhibit No. Description

10.27* Form of Notice of Grant of Restricted Stock andtReted Stock Agreement of Harley-Davidson, Incdenthe Harley-
Davidson, Inc. 2009 Incentive Stock Plan to eachle$srs. Hund and Wandell (incorporated hereinggrence to
Exhibit 10.2 to the Registre’'s Current Report on Forn-K dated May 1, 2009 (File No-9183))

21 List of Subsidiarie:

23 Consent of Independent Registered Public Accourking

31.1 Chief Executive Officer Certification pursuant talR 13:-14(a)

31.2 Chief Financial Officer Certification pursuant tale 13-14(a)

32 Written Statement of the Chief Executive Officeddahe Chief Financial Officer pursuant to 18 U.S§C350

101 Financial statements from the annual report on FIiOrK of Harley-Davidson, Inc. for the year endegcBmber 31,

2009, filed on February 23, 2010 formatted in XBRi).the Consolidated Statements of Operationsth{@ Consolidate
Balance Sheets; (iii) the Consolidated Statemein@ash Flows; and (iv) the Notes to ConsolidatathRtial Statements
tagged as blocks text.

* Represents a management contract or compengalorycontract or arrangement in which a directanamed executive officer of the
Company participate«
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Exhibit 10.4
TRANSITION AGREEMENT

AGREEMENT dated the day of between Harley-Davidson, Inc., a Wisconsin corponafthe
“Corporation”), and (the “Executive”). Unless otherwise indicated, terased herein and defined in Schedule A shall
have the meanings assigned to them in Schedule A.

WHEREAS, the HDI Group desires to continue to atteand retain skilled and dedicated management@raps, consistent with
achieving the best possible price for its stockbaddn any transition period or change in ownersinig control of the Corporation; and

WHEREAS, the Executive has specific duties and umiglents which are of benefit to the HDI Groughhyresently and in any
transition period; and

WHEREAS, the HDI Group and the Executive desire tha Executive be free of any conflict of interedth regard to the
performance of the Executive’s duties in evaluating proposed change in ownership or control; and

WHEREAS, the Executive and the Corporation desirertter into this Transition Agreement;
NOW, THEREFORE, it is agreed as follows

1. The HDI Group currently employs the Executive as , Harley-Davidson, Inc., upon the terms and
conditions currently reflected in the Executive&gonnel file or in various minutes of the Board.

2. This Agreement shall become effective on the tiatreof and shall terminate on the second anmimeos the occurrence of a
Change of Control Event; provided, however, thabanefits shall be payable or accrue pursuantisofireement prior to the occurrence
Change of Control Event.

3. During the two year period following a ChangeCaitrol Event, so long as the Executive remainpleyed by the HDI Group,
the Executive shall devote his or her full timeeation, and energies to the business of the HBU@®&and shall not engage in any other
business activity whether or not such businessigcts pursued for gain, profit, or other pecusgiadvantage; but this shall not be construed
as preventing the Executive from (a) investingExecutive’s assets in such form or manner as willmaterially affect the Executive’s
ability to perform his or her duties and obligasdn the HDI Group; or (b) continuing to serve afiractor of any corporation of which he or
she was a director immediately prior to the Chavfgéontrol Event. The Executive agrees that on€hange of Control Event occurs he or
she will not voluntarily terminate his or her emyirent with the HDI Group until ten days after si@ihange of Control Event has occurred.

4. The HDI Group agrees that following a Chang€ontrol Event no termination of the Executive’s éoyment with the HDI
Group will be effective, unless it provides the Extve ten days prior written notice of such teration; provided, however, that the
Executive shall provide the HDI Group Employer wigm days prior written notice of any terminatignthe Executive of the Executive’s
employment with the HDI Group. The Executive mayweahe notice requirement for the HDI Grol



5. The Executive recognizes and acknowledges tiedist of the HDI Group’s customers, its produletns, forecasts and financial
information, as well as other confidential inforimoat as it may exist from time to time, is a vallgglspecial, and unique asset of the HDI
Group’s business. The Executive shall not, exceptife benefit of the HDI Group or as otherwiseregply authorized by the HDI Group,
during or at any time within five (5) years afteettermination of the Executive’s employment frdra HDI Group, disclose any such
information or any part thereof to any person, fioorporation, association, or other entity, or siseh information or any part thereof for any
reason or purpose whatsoever, in either case amyecircumstances in which such disclosure or siseasonably likely to affect adversely
the interests of the HDI Group in any country & thorld in which the HDI Group then distributespt®ducts. This Section is not intended to
limit in any way the Executive’s independent obliga to preserve and not to misappropriate tradeete of the HDI Group. In the event of a
breach or threatened breach by the Executive gbtnésions of this Section, the HDI Group shalldsgitled to an injunction restraining the
Executive from disclosing or using, in whole omiart, this information. The HDI Group will be fré® pursue any other remedies as may i
discretion be deemed appropriate under the ciramss.

6. Upon the happening of a Change of Control EwbetHDI Group agrees, while the Executive is empgtbhereunder, that the
Executive shall be compensated at a level thdtleaat comparable in the aggregate to the Exezsthighest level of Compensation in eff
during the 180-day period immediately prior to @gange of Control Event and in a manner that sasigfach of the following:

(a) The Executive shall receive an annual baseysaaash equivalent of not less than the Exeelgihighest annual base salary
as in effect during the 180-day period immediafeipr to the Change of Control Event, subject tg deferral election then in effect.

(b) The Executive (and with respect to medical tdlesind vision coverage, the Executive’s eligibdpendents) shall be included
in any and all employee benefit or fringe benefing, practices, policies or programs providingdfigs for the HDI Group’s salaried
employees in general, including but not limitedeétrement, savings, group life insurance, hosigiitibn, medical, dental, profit shari
and 401(k) plans, and in all plans, practices,qsi or programs providing additional benefitsteaitives of the HDI Group of
comparable status and position to the Executivayding but not limited to deferred compensatigiitgiollar life insurance,
supplemental retirement, pension restoration, stgdion, stock appreciation, stock bonus and smaitacomparable programs;
provided, however, that, in no event shall the aggte level of benefits under such plans, practmagies or programs in which the
Executive is included be less than the aggregat# & benefits under plans, policies, practiced programs of the HDI Group in whi
the Executive was participating at any time dutimg 180-day period immediately prior to the Chaafj€ontrol Event. It is understood
that if the Executive’s hire date is on or aftergist 1, 2006, then the HDI Group shall
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not be required to include the Executive in a defibenefit or similar program unless such prograrasnade available to executives of
the HDI Group whose date of hire occurred on agraftugust 1, 2006 and who are of comparable statdgposition to the Executive.

(c) The Executive shall annually be entitled to kest than the amount of paid vacation and not féfman the number of paid
holidays to which the Executive was entitled anlyuatl any time during the 180-day period immediagior to the Change of Control
Event or such greater amount of paid vacation amdber of paid holidays as may be made availableatnto other executives of the
HDI Group of comparable status and position toEkecutive.

(d) The Executive shall be included in any annudbog-term or other bonus plan of the HDI Groupcshhshall satisfy the
standards described below (any such plan, the “Bé&tan”). Bonuses under any such Bonus Plan sbalblgable with respect to
achieving such financial or other goals reasonadited to the business of the HDI Group as the BRlup shall establish (the
“Goals”), all of which Goals shall be attainableiop to the second anniversary of the date of thar@@e of Control Event, with
approximately the same degree of probability agytieds under any bonus plan or plans of the HDlugras in effect at any time during
the 180-day period immediately prior to the Chaafj€ontrol Event (whether one or more, the “Pri@nBs Plan”). The amount of the
bonus (the “Bonus Amount”) that the Executive igible to earn under any such Bonus Plan shalldbess than the amount of the
Executive’s percentage of base salary availableantive compensation (assuming performance gétp(the “Target Bonus
Percentage”) provided in such Prior Bonus Plan,iarkle event the Goals are not achieved suchhlkatntire Target Bonus Percentage
is not payable, any such Bonus Plan shall prowdafpayment of a Bonus Amount equal to a portiothe Target Bonus Percentage
reasonably related to that portion of the Goalsciwere achieved.

7. Benefits Following an Eligible Termination.

In the event of Termination, the Executive shalebétled, subject to the limitation set forth iacion 8, to the following benefits:
(&) Lump Sum Severance Payment.

The Executive shall be entitled to receive, in caisbash equivalent on the first business day e@ftlenth following the month in
which occurs the six month anniversary of the dd&fEermination, a lump-sum payment equal to thedpod of three multiplied by the
sum of:

(i) the Executive’s highest annual rate of basargaduring the five year period preceding the Exieels termination of
employment with the HDI Group;



(i) the higher of (A) the Executive’s bonus oppanity (at target) for the year in which occurs @lgange of Control Event,
equal to the product of the Executive’s highestuahibase salary and highest Target Bonus Percenitagach case as in effect
during the 180-day period immediately prior to @lgange of Control Event, or (B) the highest anfnamlus paid to or accrued for
the benefit of the Executive during the five yearipd immediately preceding the Executive’s terrtioraof employment with the
HDI Group under any bonus plan, program, or arrarege of the HDI Group which the HDI Group Employeaintains or has
adopted; and

(iii) the product of four times the last quarteplgtyment, prior to the Change of Control Event, paithe Executive by the
HDI Group, to the extent such payment was paichieyHDI Group in lieu of providing the Executive twitarious fringe benefits
(the “Perquisite Payment”).

(b) Payment in Lieu of Post-Retirement Life Insuran

In addition, if the Executive has attained age 5% eompleted at least five years of service withiDIl Group prior to the date of
Termination, the Executive shall receive an addalamount, in lieu of any post-retirement lifedrence, equal to one times the
Executive’s annual base salary, at his or her tuerent rate (the “Retiree Insurance Payment”)s jgln additional amount such that the
net amount retained by the Executive, after dedndbr federal and state income taxes and FICAMedicare employment taxes on
the Retiree Insurance Payment, and any federastamel income taxes and FICA and Medicare employtases on the additional
payment, shall equal the Retiree Insurance PayrRenpurposes of determining the amount of thetawdil payment, the Executive
shall be deemed to pay federal and state inconss taxthe highest marginal rate of federal an@ st@bme taxation in the calendar y
in which the additional payment is to be made. pagment in lieu of postetirement life insurance shall not duplicate athyeo prograr
of the HDI Group under which the Executive may hétled to a payment in lieu of post-retiremeng lihsurance. The payment shall be
made to the Executive in cash or cash equivalethefirst business day of the month following thenth in which occurs the six
month anniversary of the date of Termination.

(c) Vesting of Certain Benefits.
At the time the ten days written notice prior taf@ation is given:

(i) the Executive will be fully and immediately \ted in his or her accrued benefit and any minimeary of service or age
requirement for vesting will be deemed to have lxsgisfied under any qualified or nonqualified genssavings or other
retirement programs that are maintained by the B®iup and in which the Executive was entitled tdip@ate at the time of the
Change of Control Event or at any time prior torigration, with the benefits under each such planhich the Executive
participates being distributed in accordance withterms of the relevant plan; provided, howevet if the HDI
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Group reasonably concludes that it is unable te thk actions contemplated under this subparagippiith respect to any plan
that is intended to be qualified under Code Sedtidh(a) without violating the requirements of C&#etion 401(a)(4) or any
similar provision, then the Executive shall be #adi to receive, with respect to any such planngles sum payment equal to the
account balance that the Executive forfeits undgrdefined contribution plan or the actuarial préselue (determined using the
interest and mortality assumption in effect unded€ Section 417(e)(3), or any successor to suohigioo, on the date of
Termination) of any accrued benefit that the Exiseutorfeits under any defined benefit plan assulteof not being fully vested .
the time of Termination, with such payment to belman the first business day of the month followdmg month in which occurs
the six month anniversary of the date of Termingtio

(i) all restricted stock or restricted stock uaitards made to the Executive pursuant to the Hd&keydson, Inc. 2009
Incentive Stock Plan, as amended, or made pursoiamy successor or predecessor plan, includirthpwi limitation, any plan of
the HDI Group that is in effect following the datkthe Change of Control Event, will be fully amdrmediately vested to the ext
not already vested;

(iii) all stock options or stock appreciation rigigranted pursuant to the Harley-Davidson, Inc92@@entive Stock Plan, as
amended, or granted pursuant to any successoedeqessor plan, including, without limitation, giign of the HDI Group that is
in effect following the date of the Change of Coh&vent, will be fully vested and will become imdiately exercisable to the
extent not already vested and exercisable;

(iv) all performance or other awards granted toEkecutive pursuant to any HDI long-term incengan, or granted
pursuant to any successor plan, including, withioutation, any plan of the HDI Group that is irfedt following the date of the
Change of Control Event, if not already vested pans to the terms of such lotgrm incentive plan, will be fully and immediat:
vested, as if all performance requirements have ba#sfied at the target level of performance, witd payment to the Executive
to be made on the first business day of the masitbviing the month in which occurs the six montmizersary of the date of
Termination; and

(v) the HDI Group Employer will pay to the Execwgiwn the first business day of the month followtimg month in which
occurs the six month anniversary of the date ofriieation, an amount in respect of any bonus undroat-term incentive or
other annual bonus plan of the HDI Group equah&higher of (1) the Executive’s incentive compéinsaassuming performance
at target for the fiscal year in which the dat& efmination falls, or (2) the bonus the Executigeaived for the year prior to the
Change of Control Event, which amount shall benated by a fraction, the numerator of which isnibenber of days elapsed in
the HDI Group'’s fiscal year on the date of Termimiatand the denominator of which is 365.
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(d) Retirement Benefits.

An Executive will be entitled to receive an amodatermined under either subparagraph (i) or (ijiclwvever is applicable (but n
under both):

(i) If the Executive participates in (i.e., is asitrg a benefit under) the Retirement Annuity PlanSalaried Employees of
Harley-Davidson (the “Salaried Retirement Plaas)of his or her Termination date, then the Exgeutiill be entitled to addition
benefits under (A) the Harley-Davidson, Inc. Pendi@nefit Restoration Plan (the “Benefit Restomat®an”) and (B) any other
supplemental retirement plan of the HDI Group irickithe Executive participates or any other agredrbetween the HDI Group
and the Executive providing retirement benefitsthe Executive, or any successors to such plasgdoan the most favorable
benefit provisions of such plans in effect at ametduring the 18@ay period prior to the date of the Change of GirErent (the
Pension Restoration Plan and such other prograensodiectively referred to as the “Retirement Planhe amount of such
additional pension benefits payable under each Ratinement Plan will be paid in accordance with tierms of the applicable
Retirement Plan and shall equal to the differeretevben (1) the amount the Executive (or in the egéthe Executives death, th
Executive’s surviving spouse or other beneficiasyactually entitled to receive upon retirementesmination under the terms and
conditions of the applicable Retirement Plan, @&)di{e amount the Executive (or such surviving sgoar beneficiary) would
have been entitled to receive under such termganditions if (A) the Executive’s benefits undee thpplicable Retirement Plan
had been fully vested on the date of TerminatiBjtle Executive had continued to work until thelieaof the Executive’s 65th
birthday or the third anniversary of the date ofrilimation, and (C) the Executive had continuecetteive compensation (both
base salary and, to the extent relevant underigeRetnt Plan, bonuses or other compensation) dthniageriod of assumed
employment at the highest rate and at the sameaiseich compensation was paid to the Executiviagltire calendar year
immediately preceding the date on which occurd€hange of Control Event or the calendar year imatet}i preceding the year
in which occurs the date of Termination, whicheigemore beneficial to the Executive.

(i) If the Executive participates in the EmployRetirement Contribution feature of the Retiremeantigs Plan for Salaried
Employees of Harley-Davidson or the Buell Motorey€@lompany Retirement Savings Plan as of his of@éenination date, then
the Executive will be entitled to additional betefinder (A) the “Employer Retirement ContributiRastoration Credits”
provisions of the Harley-Davidson Management Def@i€ompensation Plan, or any successor theretS¥gferred
Compensation Plan”) and (B) any other supplemeetabment plan of the HDI Group in which the Exioe participates or any
other agreement between the HDI Group and the Eixeqoroviding retirement benefits for the Execatiwor any successors to
such plans, based on the most favorable benefiigioms of such plans in effect at any time
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during the 180-day period prior to the date of@ange of Control Event (the Deferred Compensdian and such other
programs are collectively referred to as the “Nalified Plans”). The amount of such additional Héagayable under each such
Nonqualified Plan will be paid in accordance witle terms of the applicable Nonqualified Plan arallggual the difference
between (1) the contributions the Executive is abtentitled to receive for the period beginningtbe date of Termination and
ending on the earlier of the Executigé5th birthday or the third anniversary of theedaft Termination (without regard to earnit
or losses thereon) under the terms and conditibtieeapplicable Nonqualified Plan, and (2) thetdbntions the Executive wou
have been entitled to receive under such term&anditions if (A) Executive’s benefits under thephpable Nonqualified Plan
has been fully vested on the date of TerminatiBhtlje Executive had continued to work until thelieaof the Executive’'s 65th
birthday or the third anniversary of the date ofrilimation, and (C) the Executive had continuecetteive compensation (both
base salary and, to the extent relevant under gNgdified Plan, bonuses or other compensationndutie period of assumed
employment at the highest rate and at the sameaiseich compensation was paid to the Executiviagitlre calendar year
immediately preceding the date on which occurs<hange of Control Event or the calendar year imatet}i preceding the year
in which occurs the date of Termination, whicheiganore beneficial to the Executive. Notwithstamgihe foregoing, the benefits
due under this paragraph (d)(ii) are not intendegtplace, and shall be determined without consigeany employee pre-tax
contributions that could have been made underpbécable Nonqualified Plan, any employer matchingtributions that would
have been made under the applicable Nonqualifiad,RInd any earnings on any such amounts.

(e) Welfare Benefits.
The Executive will also receive:

(i) until December 31 of the second calendar yekowing the calendar year in which occurs the ddt€ermination, use of
professional outplacement services by qualifiedsatiants retained at the expense of the HDI GrauplByer; provided,
however, that this subparagraph (i) shall not apglpwing the Executive’s death; and

(i) for three years from the date of Terminatioantinued coverage under HDI Group hospital, médiental, vision, life,
disability insurance and other welfare benefit plgorovided, however, that any period of continhedpital, medical, dental or
vision coverage pursuant to this provision shalttealited against (reduce) the maximum period afinaation coverage that the
Executive (or any other qualified beneficiary widispect to the Executive) is permitted to elecdoordance with COBRA, or a
successor provision thereto; and provided furttiet, in the event of the Participant’s death afiemination, for a period of one
year following the Executive’s date of death (buhb event more than three years following the défeermination), the HDI
Group shall



provide continued coverage under the HDI Group halsmnedical, dental and vision plans for the Exe®’s covered depender
but all other welfare benefit plan coverage shedlse. For purposes of this subparagraph (ii),sptal, medical, dental, or vision
coverage or benefits are provided under a planistatbject to Code Section 105(h), then, for agryonl of coverage following tt
end of the COBRA continuation period, the bengfagable under such plan shall comply with the nexments of

Sections 1.4094(i)(1)(A) and (B) of the Income Tax Regulations émy successor thereto) and, if and to the extecgéssary, tt
HDI Group shall amend such plan to comply therewAtiso, with respect to the first six months follimg the Termination during
which the Executive’s life insurance coverage ieesled under this subparagraph (ii), if the prensiypayable by the HDI Group
for group life insurance coverage during such mkand the portion of the premiums payable durirdhsqueriod that represents
current life insurance protection (as determineddoordance with Internal Revenue Service requingshdor the Executive under
a split-dollar insurance arrangement, in the agagee¢the “Life Insurance Coverage Value”) exceedamount of the “limited
payments” exemption set forth in Section 1.409AXH}{v)(B) of the Income Tax Regulations (or angaessor thereto), then, to
the extent required to comply with Code SectionAl(G8e Executive, in advance, shall pay the HDI @ran amount equal to the
Life Insurance Coverage Value, and promptly follogvthe end of such six month period, the HDI Gr&amployer shall make a
cash payment to the Executive equal to the amaaidttp the HDI Group by the Executive. Thereaftatslife insurance covera
shall be provided at the expense of the HDI Graupgtfe remainder of the period specified above.

(f) Payment in Lieu of Automobile, Association aBiilar Fees.

Unless the Perquisite Payment was substitutedhéofdllowing, the Executive shall also receive siclump sum payment,
calculated so as to equal the fair market valuBrefe years of benefits and paid to the Executivéhe first business day of the month
following the month in which occurs the six montinaversary of the date of Termination, for:

(i) automobiles and vehicles (or allowance in respieereof) to which he was entitled either primttie Change of Control
Event or prior to Termination; and

(i) all amounts in respect of club, associatiorsionilar fees and dues covering the Executive tkvhe was entitled either
prior to the Change of Control Event or prior tarh@ation.

(g) Payment of Accrued Compensation.

The Executive shall also be entitled to all amowatsied or accrued through the date of Termindiidmot paid as of such date,
including base salary, reimbursement for reasonatdenecessary expenses incurred by the Executibelalf of the HDI Group
during the period ending on the date of Terminati@tation pay, and sick leave (collectively, “Aeed Compensation”). All Accrued
Compensation shall be paid to the Executive wittm(10) days following Termination.
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(h) Continuation of Section 409A Elections.

Notwithstanding anything in Paragraphs (a) thro(@Hho the contrary, Termination does not affededal or distribution
elections that the Executive may have in place vé#ipect to the payment of any benefits that drgestito Code Section 409A, and
payment of such amounts will be made pursuantadetms of the applicable plan or program undectvitie deferral election was
made.

(i) Death of the Executive.

If the Executive dies prior to the payments of antewdue to the Executive under this Agreement, theramounts that otherwise
would have been paid to the Executive will be pa&lsoon as practicable following the Executiv&att, to the Executive’s estate.

() Agreement Not a Guarantee of Employment.

Nothing in this Agreement shall be construed tovent the HDI Group Employer or the Board from terating the Executive’s
employment under this Agreement either for Causegitihrout Cause or to prevent the Executive frormiaating the Executive’s
employment under this Agreement either for GoodsRear without Good Reason. A termination by thel iBBoup Employer for
Cause or a termination by the Executive without ¢&Beason shall relieve the HDI Group of its obligiato make any payments under
this Agreement, except for the Accrued Compensatiahthose that may be payable under then existimgoyee benefit programs. F
the Executive to be terminated for Cause, the excst of Cause must be determined by a writtenutisnladopted by the affirmative
vote of not less than two-thirds of all the ContiruDirectors, excluding for this purpose the Exe®j or in the event there are no
Continuing Directors, by a unanimous vote of althe# directors of the Board, at a meeting dulyechiind held for that purpose after
reasonable notice to the Executive and opportdaitthe Executive and his or her counsel to bedelny such determination shall
require that the Continuing Directors (or the enBoard) find that in their reasonable good faittigment the conduct which was the
basis for the hearing in fact occurred and is sigfit to warrant a termination for Cause.

8. Payment Limitation.

(a) Notwithstanding any other provision of this Agment, if any portion of the payments or benefitder this Agreement, or
under any other agreement with or plan of the HBdUp (in the aggregate, the “Total Payments”), Wadnstitute an “excess
parachute payment” that is subject to the tax iragdsy Code Section 4999, then the Total Paymertie toade to the Executive shall
be reduced such that the value of the aggregatd Payments that the Executive is entitled to rexehall be One

9



Dollar ($1) less than the maximum amount whichEkecutive may receive without becoming subjech®tbx imposed by Code
Section 4999; provided that the foregoing reductiotihe amount of Total Payments shall not appthéf after-tax value to the
Executive of the Total Payments prior to reductimaccordance with this Paragraph (a) (includireggtdix imposed by Code

Section 4999) is greater than one hundred ten pe(t&0%) of the after-tax value to the Executivihé Total Payments are reduced in
accordance with this Paragraph (a).

(b) For purposes of this Section, the terms “expasachute payment” and “parachute payments” slaak the meanings assigned
to them in Code Section 280G, and such “parachayenpnts” shall be valued as provided therein. Ptessdue shall be calculated in
accordance with Code Section 280G(d)(4). The Exezaind the HDI Group Employer, at the HDI Groupoyer's expense, shall
obtain the opinion (which need not be unqualifiefipationally recognized tax counsel (“National T@aunsel”) selected by the HDI
Group Employer’s independent auditors and acceptathe Executive, which opinion sets forth:

(i) the amount of the Base Period Income,
(i) the amount and present value of the Total Payts

(iii) the amount and present value of any excesagbaite payments determined without regard toithisltions of this
Section 8,

(iv) the after-tax value of the Total Paymentdi# teduction in Total Payments contemplated undeadg?aph (a) of this
Section 8 did not apply, and

(v) the after-tax value of the Total Payments tgkinto account the reduction in Total Payments emmtated under
Paragraph (a) of this Section 8.

(c) The term “Base Period Income” means an amoguleo the Executive’s “annualized includible campation for the base
period” as defined in Section 280G(d)(1) of the €¢or any successor provision). For purposes di spinion of National Tax
Counsel, the value of any noncash benefits or afgred payment or benefit shall be determinechbyHDI Group Employer’s
independent auditors in accordance with the prlasipf Code Sections 280G(d)(3) and (4), which rieitgation shall be evidenced in a
certificate of such auditors addressed to the HBRIUB Employer and the Executive. For purposes td#rdening the after-tax value of
the Total Payments, the Executive shall be deemedy federal income taxes and employment taxdgeedtighest marginal rate of
federal income and employment taxation on the daterhich the determination is being made and statelocal income taxes at the
highest marginal rates of taxation in the statelandlity of the Executive’s domicile for incomextaurposes on the date on which the
determination is being made, net of the maximunueédn in federal income taxes that may be obtafnem deduction of such state
and local taxes. The opinion of National Tax Coliskall be dated as of the date of the ExecutiVeisnination and addressed to the
HDI Group Employer and the Executive and shall ingling upon the HDI Group Employer and the Exeaiti¥ such opinion
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determines that there would be an excess paraphayteent and that the after-tax value of the Totginents taking into account the
reduction contemplated under Paragraph (a) of3b@ion 8 is greater than the after-tax value effthtal Payments if the reduction in
the Total Payments contemplated under Paragrapif {hjs Section 8 did not apply, then the paymaents benefits hereunder or any
other payment or benefit determined by such coundet includible in the Total Payments shall ldued or eliminated so that under
the bases of calculations set forth in such opiti@ne will be no excess parachute payment. If §ational Tax Counsel so requests in
connection with its opinion, the Executive and i@l Group Employer shall obtain, at the HDI GroumEoyer’s expense, and the
National Tax Counsel may rely on in providing th@nion, the advice of a firm of recognized execetbompensation consultants as to
the reasonableness of any item of compensatioa tedeived by the Executive. If the provisions ofl€ Sections 280G and 4999 are
repealed without succession, then this Sectiore8 bk of no further force or effect.

9. Any amount under Section 7 the payment of wigdlo be made on the first business day of the mfmitowing the month in
which occurs the six month anniversary of the @éf€ermination, when paid, shall include interesticulated at the reference rate or the
prime rate, as the case may be, of US Bank Milwaukiational Association, Milwaukee, Wisconsin (ay &uccessor thereto) as in effect
from time to time during the period beginning oe thate ten days following the Termination and egdin the date on which payment is
actually made; provided, however, that with respeany life insurance reimbursement that the Etteeus entitled to pursuant to Paragraph
(e) of Section 7, the interest period will begintba date on which the Executive pays the Life tasoe Coverage Value to the HDI Group.

10. The Executive agrees that, during the termobhher employment under this Agreement, he sta|ldirectly or indirectly,
engage or participate in any business activity ighdirectly competitive with and likely to haveraterial adverse effect on the business of the
HDI Group without prior written approval of the Boaln the event that, while employed by the HDb@p, the Executive engages in
practices that are directly competitive and thatliely to have a material adverse effect on ti# Broup and the Executive fails to cease
such competitive practices within thirty (30) dafter written notice is received from the Boarartihe Executive shall be treated for
purposes of this Agreement as terminated for Cass# such 30th day.

11. Any dispute or controversy arising under ocannection with this Agreement shall be settledwesigely by arbitration in
Milwaukee, Wisconsin or, at the option of the Ex@ae) in the county where the Executive residegdoordance with the Rules of the
American Arbitration Association then in effectppided, however, that if the Executive institutesaation relating to this Agreement, then
the Executive may, at his or her option, bring saction in a court of competent jurisdiction. Judgnnmay be entered on the arbitrator’s
award in any court having jurisdiction.

12. The HDI Group shall pay or reimburse all c@std expenses, including attorneys’ fees and dismests, of the HDI Group
and, at least monthly, the Executive in connectiith any legal services or proceedings (includimgf, not limited to, arbitration), whether or
not instituted by the HDI Group or the Executiv@ating to the interpretation or

11



enforcement of any provision of this Agreement. Hi2! Group also agrees to pay prejudgment intesesiny money judgment obtained by
the Executive as a result of such proceedingsulzdbd at the reference rate or prime rate, asabe may be, of US Bank Milwaukee,
National Association, Milwaukee, Wisconsin (or auccessor thereto) as in effect from time to timenfthe date that payment should h
been made to the Executive under this Agreemerttvilstanding anything to the contrary, to compiyhaCode Section 409A, the Execut
must timely submit any such cost of expense fanbeirsement so that it can be reimbursed no laser tie end of the calendar year follow
the calendar year in which the expense was incun@deimbursement can be made after that time.

13. This Agreement shall be binding upon, inurthtobenefit of and be enforceable by the HDI Grang the Executive and their
respective heirs, legal representatives, succeasarassigns. If the HDI Group or any member oftib# Group shall be merged into or
consolidated with another entity, the provisionshié Agreement shall be binding upon and inurthébenefit of the entity surviving such
merger or resulting from such consolidation. Thel IEPoup will require any successor (whether dicindirect, by purchase, merger,
consolidation or otherwise) to all or substantiallof the business or assets of the HDI GrougherHDI Group Employer, by agreement in
form and substance satisfactory to the Executovexpressly assume and agree to perform this Agreeim the same manner and to the s
extent that the HDI Group would be required to perfit if no such succession had taken place. Toeigions of this Section 13 shall
continue to apply to each subsequent employereoEttecutive hereunder in the event of any subseauerger, consolidation or transfer of
assets of such subsequent employer. From andladtelate of any such purchase, merger, consoligdtiansfer of assets or other transact
the term HDI Group as used in this Agreement silatl include any such person or entity that issthecessor or subsequent employer for
purposes of this Section 13, or which otherwiseobrezs bound by the terms and provisions of this &apent by operation of law.

14. The HDI Group Employer will indemnify the Exeéime against expenses (including attorrsefges), amounts paid in settlerr
(whether with or without court approval), judgmeatsl fines actually and reasonably incurred by dirher in connection with a threatened
or actual action, suit or proceeding if he or sttecin good faith and in a manner he or she redspmelieved to be in, or not opposed to,
best interests of the HDI Group, and with respeetrty criminal action or proceeding, if he or shd ho reasonable cause to believe that his
or her conduct was unlawful, if he or she becomparty to, or is threatened with, a pending or cletegl action, suit or proceeding, whether
civil, criminal, administrative or investigatiorf fiot by or in the right of the HDI Group Employday reason of the fact that he or she is or
was a director, officer, employee or agent of ti Broup or is or was serving at the request ofHll# Group as a director, officer,
employee or agent or in any other capacity or wtlagr corporation, or a partnership, joint venttingst or other enterprise, or by reason of
any action alleged to have been taken or not thkdnim while acting in any such capacity, to thiefst extent permitted by the HDI Group
Employer’s Articles of Incorporation and By-Lawsotithstanding anything to the contrary, to compith Code Section 409A, the
Executive must timely submit any such cost or espdor reimbursement so that it can be reimbursddter than the end of the calendar
year following the calendar year in which the itesrs incurred; no reimbursement can be made af¢tithe.
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15. Any provision of this Agreement which is hetdite unenforceable or invalid in any respect injangdiction shall be
ineffective in such jurisdiction to the extent tlitas unenforceable or invalid without affectirtgetremaining provisions hereof, which shall
continue in full force and effect. The unenforcédigbor invalidity of a provision of this Agreemeirt one jurisdiction shall not invalidate or
render unenforceable such provision in any othesdiction.

16. This Agreement shall be governed by and coedtini accordance with the laws of the State of Wfisin applicable to
contracts made and to be performed therein, withegerd to conflict of law principles.

17. This instrument contains the entire agreemetiteoparties, and supersedes any earlier agredseéméeen them, relative to a
transition period or termination in the event @Zlaange of Control Event. It may not be changedyhalt only by an agreement in writing
signed by the party against whom enforcement ofveaiyer, change, modification, extension, or disghds sought. Notwithstanding
anything in this Agreement to the contrary, theg@oation may unilaterally amend this Agreementmpiiothe occurrence of a Change of
Control Event to make changes that the Corporatasonably determines are necessary or approfoigi@rposes of causing this Agreerr
to comply with the requirements of Code SectionA@8d regulations proposed or promulgated therenjisddong as the Corporation makes
the same changes to corresponding agreements ¢b wifier Corporation executives are parties.

18. The Executive shall not be required to mitigiaenages or the amount of any payment to the Eixecptovided for under this
Agreement by seeking other employment or otherwise shall the amount of any payment provided fodar this Agreement be reduced by
any compensation earned by the Executive as & kdseinployment by another employer after Termonati

19. If the Executive is also a party to a SeverBmmrefits Agreement (or any similar agreement) it Corporation (or an
Affiliate), upon the occurrence of a Change of GonEvent (whether such Severance Benefits Agre¢mesimilar agreement was entered
into or amended prior to or after the date of Agseement), then the Executive’s rights and obiayeg upon a termination of Executive’s
employment during the term of this Agreement wéldgoverned by this Agreement rather than the SaeerBenefits Agreement or similar
agreement.

20. The HDI Group shall be entitled to withholdrframounts to be paid to the Executive hereundefetsral, state or local
withholding or other taxes or charges which itranf time to time required to withhold; providedatithe amount so withheld shall not exc
the minimum amount required to be withheld by lawaddition, if prior to the date of payment of thenefits hereunder, the Federal
Insurance Contributions Act (FICA) tax imposed un8ections 3101, 3121(a) and 3121(v)(2), whereiegiple, becomes due, the HDI Gr¢
may provide for an immediate payment of the amowetded to pay the Executive’s portion of such phxs(an amount equal to the income
taxes that will be due on such amount) and the Eke€s remaining benefits under this Agreementidhareduced accordingly. The HDI
Group shall be entitled to rely on an opinion diior@ally recognized tax counsel if any questioticathe amount or requirement of any such
withholding shall arise.
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21. In the event that neither the Corporation mgr Affiliate has outstanding any stock which is ficllp traded on an established
securities market or otherwise, any referencebifnAgreement to distribution being made on th&t filay of the month following the month
in which occurs the six month anniversary of theedd Termination shall automatically be modifiedprovide for distribution within ten da
following the date of Termination.

IN WITNESS WHEREOF, the parties have executedAlgieement as of the date first above written.
HARLEY-DAVIDSON, INC.

By:
Its

ATTEST:

EXECUTIVE:
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Schedule A
CERTAIN DEFINITIONS

As used in this Agreement, and unless the conéeptires a different meaning, the following termseéhthe meanings indicated.
Additional terms are defined in the Agreement.

“AFFILIATE” means each corporation, trade or busisi¢hat, with the Corporation, constitutes a cdiettiagroup of corporations or group of
trades or businesses under common control witlintbaning of Code Sections 414(b) or (c), appliedustituting “at least 50 percent” for
“at least 80 percent” each place it appears.

“BOARD” means the Corporation’s board of directors.

“CAUSE"” means the commission by the Executive af onmore acts for which the Executive is conviciéd felony under United States
federal, state or local criminal law, or willful dgross misconduct on the part of the Executiveithaaterially and demonstrably detrimental
to the HDI Group taken as a whole.

“CHANGE OF CONTROL EVENT” means any one of the éolling: (a) the Continuing Directors no longer cangt at least two-thirds

(2/3) of the directors of the Board; (b) any persogroup of persons (as defined in Rule 13d-5 utftee Securities Exchange Act of 1934, as
amended), together with its affiliates, becomeltbeeficial owner, directly or indirectly, of twenpercent (20%) or more of the Corporat®n’
then outstanding Common Stock or twenty percerfii2@r more of the voting power of the Corporatiothisn outstanding securities entitled
generally to vote for the election of the Corparat Directors; (c) the consummation of the mexetonsolidation of the Corporation with
any other corporation, the sale of substantiallpfihe assets of the Corporation, or the liqumabr dissolution of the Corporation, unles:
the case of a merger or consolidation, the therti@aing Directors in office immediately prior todumerger or consolidation will constitute
at least two-thirds (2/3) of the directors constitg the board of directors of the surviving comutozn of such merger or consolidation and any
parent (as such term is defined in Rule 12b-2 utiteecurities Exchange Act of 1934, as amendesl)ah corporation; or (d) at least two-
thirds (2/3) of the then Continuing Directors irficé immediately prior to any other action proposedbe taken by the Corporation’s
stockholders or by the Board determines that sucpgsed action, if taken, would constitute a chasfgeontrol of the Corporation and such
action is taken.

“CODE" means the Internal Revenue Code of 198@Gnasnded.

“COMPENSATION” means the sum of all remuneratiomtaich the Executive is entitled, including, but timited to salary, participation in
HDI Group bonus and benefit plans, programs omgeeents and awards under any HDI Group bonus ,gtamg-term incentive
compensation plans, stock option plans, restristedk plans or any other deferred compensatiorsplzat the HDI Group Employer
maintained or adopted prior to the Change of Coiivent, the value to the Executive of the userofgssional outplacement services by
qualified consultants and use of automobiles oicles (or allowances in respect thereof), and
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all amounts in respect of club, association orlsinfees and dues covering the Executive. In tlemethat the HDI Group cannot provide the
Executive with one or more benefits which it isighted to provide to the Executive, pursuant te fgreement, under its employee benefit
plans, programs or arrangements then the HDI Gsbafl provide the Executive with equivalent berseéit the expense of the HDI Group
Employer.

“CONTINUING DIRECTOR” means any individual who igtteer (i) a member of the Board on the date heoedfi) a member of the Board
whose election or nomination to the Board was apguidy a vote of at least twbirds of the Continuing Directors (other than aspa whos
election was as a result of an actual or threatenexy or other control contest).

“CORPORATION" means Harley-Davidson, Inc., a Wissioncorporation, or any successor thereto.
“GOOD REASON” means the occurrence of any one effttiowing events, as determined by the Executivgood faith:

(a) any breach of this Agreement by the Corporatieciuding specifically any breach by the Corpmnatof its agreement contained in
Section 6, other than an isolated, insubstantidliaadvertent failure not occurring in bad faitattthe Corporation remedies promptly after
receipt of notice thereof given by the Executive;

(b) any reduction in the Executive’s base salaeycpntage of base salary available as incentivgpeasation or benefits, in each case relative
to those most favorable to the Executive in efegany time during the 180-day period prior to @tenge of Control Event or, to the extent
more favorable to the Executive, those in effetdrahe Change of Control Event;

(c) a material adverse change, without the Exeelgigrior written consent, in the Executive’s wadkiconditions or status with the
Corporation or the HDI Group Employer from such king conditions or status in effect during the X80 period prior to the Change of
Control Event or, to the extent more favorableh® Executive, those in effect after the Changeaftf@| Event, including but not limited to
(i) a material change in the nature or scope oBkecutive’s titles, authority, powers, functiodsities, reporting requirements or
responsibilities, or (ii) a material reduction hretlevel of support services, staff, secretaridl @her assistance, office space and
accoutrements, but excluding for this purpose alaisd, insubstantial and inadvertent event notiogtg in bad faith that the Corporation
remedies promptly after receipt of notice therawég by the Executive;

(d) the relocation of the Executive’s principal ggeof employment to a location more than 50 mitemfthe Executive’s principal place of
employment on the date 180 days prior to the Chaf@»ntrol Event;

(e) the HDI Group Employer requires the Executvéravel on employer business to a materially greaxtent than was required during the
180-day period prior to the Change of Control Eyent

() failure by the Corporation to obtain the agrestreferred to in Section 13 as provided therein;
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Provided, however, that any such event occurswvatig the Change of Control Event. In the event dfspute regarding whether the
Executive terminated the Executive’s employment‘@ood Reason” in accordance with this Agreemeatclaim by the Corporation that
such termination does not constitute a Terminadloall be given effect unless the Corporation eithabs by clear and convincing evidence
that such termination does not constitute a TertitinaAny election by the Executive to terminate #xecutive’'s employment for Good
Reason shall not be deemed a voluntary terminati@mployment by the Executive for purposes of ailer employee benefit or other plan.

“HDI GROUP” means Harley-Davidson, Inc. and its ifdtes.

“HDI GROUP EMPLOYER” means the member of the HDbGp that employed the Executive immediately priothie Change of Control
Event.

“SEPARATION FROM SERVICE'means the date on which the Executive separatesdeovice (within the meaning of Code Section 4(
from the HDI Group. A Separation from Service oscwhen the HDI Group and the Executive reasonattigipate that no further services
will be performed by the Executive for the HDI Gpoafter that date or that the levellmfna fideservices the Executive will perform after
such date as an employee of the HDI Group will jzeremtly decrease to no more than 20% of the avdeagkof bona fide services
performed by the Executive (whether as an employaéedependent contractor) for the HDI Group over immediately preceding 36-month
period (or such lesser period of services). ThecHtee is not considered to have incurred a Sejarftom Service if the Executive is absent
from active employment due to military leave, die&ve or other bona fide reason if the period ahdeave does not exceed the greater of
(i) six months, or (i) the period during which tEeecutive’s right to reemployment by the HDI Grasgrovided either by statute or by
contract; provided that if the leave of absenaduis to a medically determinable physical or meimiglairment that can be expected to result
in death or last for a continuous period of nos lgsan six months, where such impairment causeBxbeutive to be unable to perform the
duties of his or her position of employment or aapstantially similar position of employment, teave may be extended for up to 29 mo
without causing the Executive to have incurred pasation from Service.

“TERMINATION” means a termination of the Executigegmployment with the HDI Group while this Agreemisnin effect, if such
termination constitutes a Separation from Servimksuch termination satisfies either Paragrapbr(é)) below:

(a) any termination by the HDI Group of the Exeeels employment following the occurrence of any @ of Control Event,
other than termination of the Executive’'s employtrfen Cause or as a result of the death of the &bxex; or

(b) any termination by the Executive of the Exeeeis employment for Good Reason following the ocence of a Change of
Control Event.
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Exhibit 10.5
TRANSITION AGREEMENT

AGREEMENT dated the 30 day of November, 2009 benngarley-Davidson, Inc., a Wisconsin corporatidre(tCorporation)
and Lawrence G. Hund (the “Executive”). Unless othee indicated, terms used herein and definecchre8ule A shall have the meanings
assigned to them in Schedule A.

WHEREAS, the HDI Group desires to continue to atteand retain skilled and dedicated management@raps, consistent with
achieving the best possible price for its stockbaddn any transition period or change in ownersinig control of the Corporation; and

WHEREAS, the Executive has specific duties and umiglents which are of benefit to the HDI Groughhyresently and in any
transition period; and

WHEREAS, the HDI Group and the Executive desire tha Executive be free of any conflict of interedth regard to the
performance of the Executive’s duties in evaluating proposed change in ownership or control; and

WHEREAS, the Executive and the Corporation desirertter into this Transition Agreement;
NOW, THEREFORE, it is agreed as follows

1. The HDI Group currently employs the Executivérassident and Chief Operating Officer, Harley-Digein Financial Services,
Inc., upon the terms and conditions currently e#id in the Executive’s personnel file or in vagauninutes of the Board.

2. This Agreement shall become effective on the tiareof and shall terminate on the second anmineos the occurrence of a
Change of Control Event; provided, however, thabanefits shall be payable or accrue pursuantisofireement prior to the occurrence
Change of Control Event.

3. During the two year period following a ChangeCaitrol Event, so long as the Executive remainpleyed by the HDI Group,
the Executive shall devote his or her full timeeation, and energies to the business of the HBU@®&and shall not engage in any other
business activity whether or not such businessigcts pursued for gain, profit, or other pecusgiadvantage; but this shall not be construed
as preventing the Executive from (a) investingExecutive’s assets in such form or manner as willmaterially affect the Executive’s
ability to perform his or her duties and obligasdn the HDI Group; or (b) continuing to serve afiractor of any corporation of which he or
she was a director immediately prior to the Chavfgéontrol Event. The Executive agrees that on€hange of Control Event occurs he or
she will not voluntarily terminate his or her emyirent with the HDI Group until ten days after si@ihange of Control Event has occurred.

4. The HDI Group agrees that following a Chang€ontrol Event no termination of the Executive’s éoyment with the HDI
Group will be effective, unless it provides the Extve ten days prior written notice of such teration; provided, however, that the
Executive shall provide the HDI Group Employer wigm days prior written notice of any terminatignthe Executive of the Executive’s
employment with the HDI Group. The Executive mayweahe notice requirement for the HDI Grol



5. The Executive recognizes and acknowledges tiedist of the HDI Group’s customers, its produletns, forecasts and financial
information, as well as other confidential inforimoat as it may exist from time to time, is a vallgglspecial, and unique asset of the HDI
Group’s business. The Executive shall not, exceptife benefit of the HDI Group or as otherwiseregply authorized by the HDI Group,
during or at any time within five (5) years afteettermination of the Executive’s employment frdra HDI Group, disclose any such
information or any part thereof to any person, fioorporation, association, or other entity, or siseh information or any part thereof for any
reason or purpose whatsoever, in either case amyecircumstances in which such disclosure or siseasonably likely to affect adversely
the interests of the HDI Group in any country & thorld in which the HDI Group then distributespt®ducts. This Section is not intended to
limit in any way the Executive’s independent obliga to preserve and not to misappropriate tradeete of the HDI Group. In the event of a
breach or threatened breach by the Executive gbtnésions of this Section, the HDI Group shalldsgitled to an injunction restraining the
Executive from disclosing or using, in whole omiart, this information. The HDI Group will be fré® pursue any other remedies as may i
discretion be deemed appropriate under the ciramss.

6. Upon the happening of a Change of Control EwbetHDI Group agrees, while the Executive is empgtbhereunder, that the
Executive shall be compensated at a level thdtleaat comparable in the aggregate to the Exezsthighest level of Compensation in eff
during the 180-day period immediately prior to @gange of Control Event and in a manner that sasigfach of the following:

(a) The Executive shall receive an annual baseysaaash equivalent of not less than the Exeelgihighest annual base salary
as in effect during the 180-day period immediafeipr to the Change of Control Event, subject tg deferral election then in effect.

(b) The Executive (and with respect to medical tdlesind vision coverage, the Executive’s eligibdpendents) shall be included
in any and all employee benefit or fringe benefing, practices, policies or programs that are taaiad by the HDI Group for the
purpose of providing benefits for salaried empleyekthat member of the HDI Group that then empliygsExecutive, including but r
limited to any retirement, savings, group life irmuce, hospitalization, medical, dental, profitréigand 401(k) plans, and in all plans,
practices, policies or programs providing additidmenefits to executives of comparable status arsitipn to the Executive and who i
employed by that member of the HDI Group that temploys the Executive, including but not limitedatty deferred compensation,
split-dollar life insurance, supplemental retiremgrension restoration, stock option, stock apjatémi, stock bonus and similar or
comparable programs; provided, however, that, ievent shall the aggregate level of benefits usdeh plans, practices, policies or
programs in which the Executive is included be thss the aggregate level of benefits under plaoliies, practices and programs of
the HDI Group in which the Executive was participgtat any time during
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the 180eay period immediately prior to the Change of Calnivent. It is understood that the HDI Group sinall be required to incluc
the Executive in a defined benefit or similar pagrunless such programs are made available to xesof the HDI Group who are
employed by that member of the HDI Group that temploys the Executive and who are of comparabtastnd position to the
Executive.

(c) The Executive shall annually be entitled to kest than the amount of paid vacation and not féfman the number of paid
holidays to which the Executive was entitled anlyuatl any time during the 180-day period immediagior to the Change of Control
Event or such greater amount of paid vacation amdoer of paid holidays as may be made availableaiynto other executives of
comparable status and position to the Executivevdr@are employed by the member of the HDI Growg then employs the
Executive.

(d) The Executive shall be included in an annudbng-term or other bonus plan of the HDI Group ethshall satisfy the
standards described below (any such plan, the “Bé&tan”). Bonuses under any such Bonus Plan sbalblgable with respect to
achieving such financial or other goals reasonedited to part or all of the business of the HPo@ as the HDI Group shall establish
(the “Goals™), all of which Goals shall be attaitglprior to the second anniversary of the datdhefChange of Control Event, with
approximately the same degree of probability agties under any bonus plan or plans of the HDlu@rio which the Executive
participated and as in effect at any time durirggXB0-day period immediately prior to the Chang€aoifitrol Event (whether one or
more, the “Prior Bonus Plan”). The amount of thalm(the “Bonus Amount”) that the Executive is ildig to earn under any such
Bonus Plan shall be no less than the amount dExieeutive’s percentage of base salary availablecEntive compensation (assuming
performance at target) (the “Target Bonus Percerijggovided in such Prior Bonus Plan, and in then¢ the Goals are not achieved
such that the entire Target Bonus Percentage ipayatble, any such Bonus Plan shall provide fayarent of a Bonus Amount equal
to a portion of the Target Bonus Percentage reddpnalated to that portion of the Goals which waohieved.

7. Benefits Following an Eligible Termination.

In the event of Termination, the Executive shalkebétled, subject to the limitation set forth iecdon 8, to the following benefits:
(a2) Lump Sum Severance Payment.

The Executive shall be entitled to receive, in caisbash equivalent on the first business day @fhtlenth following the month in
which occurs the six month anniversary of the d&fEermination, a lump-sum payment equal to thedpod of three multiplied by the
sum of:

(i) the Executive’s highest annual rate of basargaduring the five year period preceding the Exieels termination of
employment with the HDI Group;



(i) the higher of (A) the Executive’s bonus oppanity (at target) for the year in which occurs @lgange of Control Event,
equal to the product of the Executive’s highestuahibase salary and highest Target Bonus Percenitagach case as in effect
during the 180-day period immediately prior to @lgange of Control Event, or (B) the highest anfnamlus paid to or accrued for
the benefit of the Executive during the five yearipd immediately preceding the Executive’s terrtioraof employment with the
HDI Group under any bonus plan, program, or arrarege of the HDI Group which the HDI Group Employeaintains or has
adopted; and

(iii) the product of four times the last quartepsgyment, if any, prior to the Change of Control By@aid to the Executive |
the HDI Group, to the extent such payment was pgithe HDI Group in lieu of providing the Executiwéth various fringe
benefits (the “Perquisite Payment”).

(b) Vesting of Certain Benefits.
At the time the ten days written notice prior taf@ation is given:

(i) the Executive will be fully and immediately \ted in his or her accrued benefit and any minimeary of service or age
requirement for vesting will be deemed to have lxsgisfied under any qualified or nonqualified genssavings or other
retirement programs that are maintained by the B®lup and in which the Executive was entitled tdip@ate at the time of the
Change of Control Event or at any time prior torigration, with the benefits under each such planhich the Executive
participates being distributed in accordance withterms of the relevant plan; provided, howevet if the HDI Group
reasonably concludes that it is unable to takeathiens contemplated under this subparagraph {fi) lspect to any plan that is
intended to be qualified under Code Section 40d;{#jout violating the requirements of Code Secd@®i(a)(4) or any similar
provision, then the Executive shall be entitleddceive, with respect to any such plan, a singhe gayment equal to the account
balance that the Executive forfeits under any deficontribution plan or the actuarial present vétletermined using the interest
and mortality assumption in effect under Code ®ecdtil7(e)(3), or any successor to such provisiorthe date of Termination) of
any accrued benefit that the Executive forfeitsarrahy defined benefit plan as a result of notdpéitly vested at the time of
Termination, with such payment to be made on tts¢ fiusiness day of the month following the montkvhich occurs the six
month anniversary of the date of Termination;

(i) all restricted stock or restricted stock uaitards made to the Executive pursuant to the H&kyidson, Inc. 2009
Incentive Stock Plan, as amended, or made pursoiamy successor or predecessor plan, includirthpwi limitation, any plan of
the HDI Group that is in effect following the datkthe Change of Control Event, will be fully amdrmediately vested to the ext
not already vested;



(iii) all stock options or stock appreciation rigigranted pursuant to the Harley-Davidson, Inc92@@entive Stock Plan, as
amended, or granted pursuant to any successoede@ssor plan, including, without limitation, goign of the HDI Group that is
in effect following the date of the Change of Coh&vent, will be fully vested and will become imdiately exercisable to the
extent not already vested and exercisable;

(iv) all performance or other awards granted toEkecutive pursuant to any HDI long-term incendlan, or granted
pursuant to any successor plan, including, withimitation, any plan of the HDI Group that is irfedt following the date of the
Change of Control Event, if not already vested pans to the terms of such lotgrm incentive plan, will be fully and immediat:
vested, as if all performance requirements have ba#sfied at the target level of performance, witd payment to the Executive
to be made on the first business day of the manitbviing the month in which occurs the six montmizersary of the date of
Termination; and

(v) the HDI Group Employer will pay to the Execwgjwon the first business day of the month followtimg month in which
occurs the six month anniversary of the date ofriieation, an amount in respect of any bonus undroat-term incentive or
other annual bonus plan of the HDI Group equah&higher of (1) the Executive’s incentive compéinsaassuming performance
at target for the fiscal year in which the dat& efmination falls, or (2) the bonus the Executigeaived for the year prior to the
Change of Control Event, which amount shall benated by a fraction, the numerator of which isnibenber of days elapsed in
the HDI Group'’s fiscal year on the date of Termimiatand the denominator of which is 365.

(c) Welfare Benefits.
The Executive will also receive:

(i) until December 31 of the second calendar yebowing the calendar year in which occurs the adt€ermination, use of
professional outplacement services by qualifiedsotiants retained at the expense of the HDI GrauplB&yer; provided,
however, that this subparagraph (i) shall not apglpwing the Executive’s death; and

(ii) for three years from the date of Terminatioantinued coverage under HDI Group hospital, médésmntal, vision, life,
disability insurance and other welfare benefit planwhich the Executive participated either ptinthe Change of Control Event
or prior to the date of Termination; provided, heee that any period of continued hospital, medidehtal or vision coverage
pursuant to this provision shall be credited agdirsiuce) the maximum period of continuation cagerthat the Executive (or
any other qualified beneficiary with respect to Ehecutive) is permitted to elect in accordancéW@OBRA, or any successor
provision thereto; and provided further, that ia #vent of the
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Participant’s death after Termination, for a peraddne year following the Executive’s date of de@iut in no event more than
three years following the date of Termination), Hi2l Group shall provide continued coverage for Executive’s covered
dependents under the HDI Group hospital, medieaifal and vision plans in which the Executive amchsdependents
participated either prior to the Change of Confreént or prior to the Executivedeath, but all other welfare benefit plan cove
shall cease. For purposes of this subparagraplif ipspital, medical, dental, or vision coverageenefits are provided under a
plan that is subject to Code Section 105(h), themany period of coverage following the end of @®BRA continuation period,
the benefits payable under such plan shall comjily tlie requirements of Sections 1.409A-3(i)(1)ékd (B) of the Income Tax
Regulations (or any successor thereto) and, iftartde extent necessary, the HDI Group shall anseieti plan to comply
therewith. Also, with respect to the first six miasfollowing the Termination during which the Exgee’s life insurance coveray
is extended under this subparagraph (ii), if trenpums payable by the HDI Group for group life irswce coverage during such
period and the portion of the premiums payablerdusiuch period that represents current life instegrotection (as determined
in accordance with Internal Revenue Service requérgs) for the Executive under a split-dollar imswe arrangement, in the
aggregate (the “Life Insurance Coverage Value”eexicthe amount of the “limited payments” exempsenforth in

Section 1.409A-1(b)(9)(v)(B) of the Income Tax Rkgions (or any successor thereto), then, to thengxequired to comply with
Code Section 409A, the Executive, in advance, g@allthe HDI Group an amount equal to the Life itasae Coverage Value,
and promptly following the end of such six monthipé, the HDI Group Employer shall make a cash payto the Executive
equal to the amount paid to the HDI Group by thedtive. Thereafter such life insurance coveragdl b provided at the
expense of the HDI Group for the remainder of thieqal specified above.

(d) Payment in Lieu of Automobile, Association &idhilar Fees.

Unless the Perquisite Payment was substitutechéofdllowing, the Executive shall also receive shclump sum payment,
calculated so as to equal the fair market valubm@®e years of benefits and paid to the Executivéhe first business day of the month
following the month in which occurs the six montinaversary of the date of Termination, for:

(i) automobiles and vehicles (or allowance in respieereof) to which he was entitled either primttie Change of Control
Event or prior to Termination; and

(i) all amounts in respect of club, associatiorsionilar fees and dues covering the Executive tkvhe was entitled either
prior to the Change of Control Event or prior tarh@ation.
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(e) Payment of Accrued Compensation.

The Executive shall also be entitled to all amowatsied or accrued through the date of Termindiidmot paid as of such date,
including base salary, reimbursement for reasonatdenecessary expenses incurred by the Executibelalf of the HDI Group
during the period ending on the date of Terminati@tation pay, and sick leave (collectively, “Aeed Compensation”). All Accrued
Compensation shall be paid to the Executive wittm(10) days following Termination.

(f) Continuation of Section 409A Elections.

Notwithstanding anything in Paragraphs (a) thro(gdhto the contrary, Termination does not affededwl or distribution
elections that the Executive may have in place vé#ipect to the payment of any benefits that dngestito Code Section 409A, and
payment of such amounts will be made pursuantadetms of the applicable plan or program undectviiie deferral election was
made.

(g) Death of the Executive.

If the Executive dies prior to the payments of antewdue to the Executive under this Agreement, theramounts that otherwise
would have been paid to the Executive will be paglsoon as practicable following the Executiv&att, to the Executive’s estate.

(h) Agreement Not a Guarantee of Employment.

Nothing in this Agreement shall be construed tovent the HDI Group Employer or the Board from terating the Executive’s
employment under this Agreement either for Causegitthrout Cause or to prevent the Executive frormiaating the Executive’s
employment under this Agreement either for GoodsRear without Good Reason. A termination by the i@Boup Employer for
Cause or a termination by the Executive without €sBeason shall relieve the HDI Group of its obligato make any payments under
this Agreement, except for the Accrued Compensatiahthose that may be payable under then existimgoyee benefit programs. F
the Executive to be terminated for Cause, the excst of Cause must be determined by a writtenutisnladopted by the affirmative
vote of not less than two-thirds of all the ContiDirectors, excluding for this purpose the Exe@y or in the event there are no
Continuing Directors, by a unanimous vote of althe# directors of the Board, at a meeting dulyechiind held for that purpose after
reasonable notice to the Executive and opportdaitthe Executive and his or her counsel to bedelny such determination shall
require that the Continuing Directors (or the enBBoard) find that in their reasonable good faittigment the conduct which was the
basis for the hearing in fact occurred and is sigffit to warrant a termination for Cause.
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7A. Special Provisions Relating to a HDFS Sale Even

This Section 7A sets forth special rules pursuanttich the Executive may become entitled to bénéfa HDFS Sale Event
occurs both while this Agreement is in effect andmto the third anniversary of the date of thigréement and if the Executive is employed
by HDFS (or any successor thereto) immediatelyrgddhe time that the HDFS Sale Event is consurathat

(a) Application of Section 7A.

(i) If the Executive incurs a Termination followirrgChange of Control Event and such Terminatiomuisprior to the date
on which a HDFS Sale Event is consummated, thebehefits (if any) to which the Executive will betigled in connection with
the Termination shall be determined under the radw@iof this Agreement as if this Section 7A did exist, and the Executive
will not be entitled to any other benefits undes thgreement based upon the occurrence of a subseHIDFS Sale Event.

(i) If a Change of Control Event occurs and a HDB&e Event is thereafter consummated while thisAgent is in effect,
and if the Executive did not incur a Terminatioiopto the time at which the HDFS Sale Event isstonmated, then the benefits
(if any) to which the Executive becomes entitlediemthis Agreement in the event of a Covered Teatron shall be governed
solely by this Section 7A; provided that if the Exéve transfers to or otherwise continues emplaymeéth the HDI Group upon
the HDFS Sale Event, then the benefits (if anyyhich the Executive will be entitled in the evehi&ol ermination shall be
determined under the remainder of this Agreemeiftthss Section 7A did not exist.

(iii) If a HDFS Sale Event is consummated and ar@esof Control Event has not previously occurrbdntthe benefits (if
any) to which the Executive becomes entitled uridisrAgreement in the event of a Covered Termimasioall be governed solely
by this Section 7A, and the Executive will not beitded to any other benefits under this Agreenteged upon the occurrence «
subsequent Change of Control Event; provided fitaki Executive transfers to or otherwise contineieployment with the HDI
Group upon the HDFS Sale Event, then the benédfitmy) to which the Executive will be entitledtine event of a Termination
shall be determined under the remainder of thisAgrent as if this Section 7A did not exist.

(b) Unless the Executive transfers to or otherwmainues employment with the HDI Group upon theR$5ale Event:

() upon the HDFS Sale Event, all restricted stockestricted stock unit awards granted pursuatitediarley-Davidson,
Inc. 2009 Incentive Stock Plan, as amended, orsangessor or predecessor plan, will be fully anchéuiately vested to the ext:
not already vested;



(i) upon the HDFS Sale Event, all stock optionstmck appreciation right awards granted pursuatti¢ Harley-Davidson,
Inc. 2009 Incentive Stock Plan, as amended, orsangessor or predecessor plan, will be fully veatsdiwill become immediate
exercisable to the extent not already vested aattisable; and

(iii) all performance or other awards granted te Hxecutive pursuant to any HDI long-term incenplan, or granted
pursuant to any successor plan, if not alreadyedegtirsuant to the terms of such long-term incengian without regard to the
HDFS Sale Event, will be fully and immediately \atupon the HDFS Sale Event, as if all performaegeirements have been
satisfied at the target level of performance, piedithat, except with respect to any amount theneay of which the Executive
would have been entitled to receive without redgarthe HDFS Sale Event (which shall be paid in ataoce with the terms of ti
plan and applicable award), payment will not be enanless the Executive experiences a Covered Tatimin and in such event,
payment will be made to the Executive on the PayrDeaite.

(c) The Executive shall become entitled to the fiendescribed in Paragraph (d) in the event thist $ection 7A is applicable and
both of the following conditions are satisfied:

(i) a HDFS Sale Event occurs prior to the thirdigarsary of the date of this Agreement; and

(i) the Executive incurs a Covered Terminatiomeit(A) in the case of the transactions describd@aragraph (a)(ii), within
two years following the Change of Control Event(BY in the case of a transaction described indtagh (a)(iii), within 12
months following the HDFS Sale Event.

(d) If (and only if) the Executive becomes entittechenefits pursuant to Paragraph (c), then:

(i) The HDI Group will pay the Executive a lump-syrayment in cash or cash equivalent on the Paybatst, equal to the
product of three multiplied by the sum of:

(1) the Executives highest annual rate of base salary paid by the@®tBup during the three year period precedin¢
HDFS Sale Event;

(2) the higher of (A) the Executive’s bonus oppoity (at target) for the year in which occurs thBF8 Sale Event,
equal to the product of the Executive’s highestuahibase salary and highest Target Bonus Perce(dagkefined in
Section 6), in each case as in effect during tfeda8/ period immediately prior to the HDFS Sale ityer (B) the highest
annual bonus paid to or accrued for the benefihefExecutive during the three year period immetiigtireceding the
HDFS Sale Event under any bonus plan, programirangement of the HDI Group which the HDI Group Boypr
maintains or has adopted; and



(3) the product of four times the last quarterlymant, if any, prior to the HDFS Sale Event, paidite Executive by
the HDI Group, to the extent such payment was pgithe HDI Group in lieu of providing the Executiwéth various
fringe benefits (the “Perquisite Payment”).

(ii) The Executive will be fully and immediately sted in his or her accrued benefit and any mininyaars of service or age
requirement for vesting will be deemed to have tsaisfied under any qualified or nonqualified penssavings or other
retirement programs that are maintained by the B®iup and in which the Executive was entitled tdip@ate at the time of the
HDFS Sale Event, with the benefits under each glextin which the Executive participated beingrilisited in accordance with
the terms of the relevant plan; provided, howetret if the HDI Group reasonably concludes thé itnable to take the actions
contemplated under this subparagraph (ii) witheesp any plan that is intended to be qualifiedamCode Section 401(a)
without violating the requirements of Code Secd@i(a)(4) or any similar provision, then the Exaaushall be entitled to
receive, with respect to any such plan, a singte payment equal to the account balance that theufixe forfeits under any
defined contribution plan or the actuarial preseaitie (determined using the interest and mortaltsumption in effect under Cc
Section 417(e)(3), or any successor to such pav,sin the date of Covered Termination) of any eedenefit that the
Executive forfeits under any defined benefit plaraaesult of not being fully vested at the timeCofrered Termination, with such
payment to be made on the Payment Date.

(iii) The HDI Group will pay to the Executive, ohag Payment Date, in respect of any bonus undeora t&im incentive or
other annual bonus plan of the HDI Group in whivh Executive participated for the fiscal year @& HDI Group that includes tl
date of the HDFS Sale Event, an amount equal tbititeer of (1) the Executive’incentive compensation assuming performar
target for the fiscal year in which the HDFS Saleif occurs, or (2) the bonus the Executive reckfgethe year prior to the
HDFS Sale Event, which amount shall be pro rated fraction, the numerator of which is the numtedays elapsed in the HDI
Group'’s fiscal year on the date of the HDFS Salereand the denominator of which is 365.

(iv) The Executive will also receive:

(1) until December 31 of the second calendar yaléofing the calendar year in which occurs the Exiee’'s HDFS
Separation Date (if the HDFS Sale Event resultsiftioe Corporation’s sale of all of the capital ¥to€ HDFS) or until
December 31 of the second calendar year followiegcalendar year in which occurs the date of th&$iBale Event (if
the HDFS Sale Event results from the sale of sukistyy all of HDFS'assets), use of professional outplacement serii
qualified consultants retained at the expenseefb| Group; provided, however, that this subpaapgr(1) shall not app
following the Executive’s death; and
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(2) for three years from the Executive’s HDFS Sapan Date (if the HDFS Sale Event results fromghke of all of
the capital stock of HDFS) or until December 31haf second calendar year following the calendar yeahich occurs th
date of the HDFS Sale Event (if the HDFS Sale Evestilts from the sale of substantially all of HDE&Ssets), continued
coverage under HDI Group hospital, medical, demialon, life, disability insurance and other wedfdenefit plans in
which the Executive participated prior to the HD&&e Event (or similar plans maintained by the KDbup as in effect
on the date of the Covered Termination and thezBafbrovided, however, that (A) any period of ¢gonéd hospital,
medical, dental or vision coverage pursuant toghiwision shall be credited against (reduce) thgimum period of
continuation coverage that the Executive (or afeotualified beneficiary with respect to the Exe®) is permitted to
elect in accordance with COBRA, or any successovipion thereto; (B) no coverage shall be requaed no benefits she
be paid with respect to periods following the HD&&paration Date or the date of the HDFS Sale Ehaning which the
Executive is covered or coverage is made availatdier benefits programs or arrangements of the HBlSessor Group;
and (C) in the event of the Executive’s death ait€@overed Termination, for a period of one yedowang the Executives
date of death (but in no event more than threesyidlowing the HDFS Separation Date or the datthefHDFS Sale
Event, whichever is applicable), the HDI Group spabvide continued coverage for the Executive’sered dependents
under the HDI Group hospital, medical, dental aistbwn plans in which the Executive and such depetdearticipated
either prior to the HDFS Sale Event or prior to Enecutive’s death (or similar plans maintainedhsy HDI Group as in
effect on the date of the Executive’s death), Hiutther welfare benefit plan coverage shall ce&se.purposes of this
subparagraph (2), if hospital, medical, dentakision coverage or benefits are provided undeia fhat is subject to Coi
Section 105(h), then, for any period of coveradi®fgng the end of the COBRA continuation peridae tenefits payable
under such plan shall comply with the requiremenftSections 1.409A-3(i)(1)(A) and (B) of the Incorfiax Regulations
(or any successor thereto) and, if and to the éxtecessary, the HDI Group shall amend such plaonwply therewith.
Also, with respect to any period following the Coa@ Termination during which the Executive is pded life insurance
coverage under this subparagraph (2) and thatvélen the first six months following the Executie separation from
service for purposes of Code Section 409A, if tterpums payable by the HDI Group for group lifeurence coverage
during such period and
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the portion of the premiums payable during suclopethat represents current life insurance prodectas determined in
accordance with Internal Revenue Service requiréshéor the Executive under a split-dollar insuraacrangement, in the
aggregate (the “Life Insurance Coverage Value"teexl the amount of the “limited payments” exempsietforth in
Section 1.409A-1(b)(9)(v)(B) of the Income Tax Rkgions (or any successor thereto), then, to thenéxequired to
comply with Code Section 409A, the Executive, inatte, shall pay the HDI Group an amount equaied. ffe Insurance
Coverage Value, and promptly following the end wéls six month period following the Executigeseparation from servi
for purposes of Code Section 409A, the HDI Grougdlshake a cash payment to the Executive equdleg@mount paid to
the HDFS Successor Group by the Executive. Thexnestich life insurance coverage shall be providedeaexpense of tt
HDI Group for the remainder of the period specifédmbve.

(v) Unless the Perquisite Payment was substitudethe following, the HDI Group shall also pay tBeecutive a cash lump
sum payment, calculated so as to equal the faikeb&alue of three years of benefits and paid éoBRecutive on the Payment
Date, for:

(1) automobiles and vehicles (or allowance in resfieereof) to which he was entitled prior to thBF8 Sale Event;
and

(2) all amounts in respect of club, associatiosionilar fees and dues covering the Executive tactviie was entitled
prior to the HDFS Sale Event.

(vi) Except to the extent the HDFS Successor Giswbligated to pay such amounts, the Executivé also be entitled to
all amounts earned or accrued through the dateedfiDFS Sale Event but not paid as of such datkyding base salary,
reimbursement for reasonable and necessary expiesesed by the Executive on behalf of the HDI Gualuring the period
ending on the date of the HDFS Sale Event, vacation and sick leave (collectively, “Accrued Comgation”). All Accrued
Compensation shall be paid to the Executive witein(10) days following the date of the HDFS Salert.

(e) Any amount under this Section 7A the paymentloth is to be made on the first business daypefhonth following the

month in which occurs the six month anniversarthefdate of the HDFS Separation Event, when phal| Biclude interest, calculated
at the reference rate or the prime rate, as theway be, of US Bank Milwaukee, National Associatiglilwaukee, Wisconsin (or any
successor thereto) as in effect from time to timendy the period beginning on the date ten daysviohg the date of the HDFS
Separation Date and ending on the date on whichnpayis actually made; provided, however, that wétspect to any life insurance
reimbursement that the Executive is entitled taspant to this Section, the interest period willihemn the date on which the Executive
pays the Life Insurance Coverage Value to the HEIUB.
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Similarly, any amount under this Section 7A themant of which is to be made on the first businessfdllowing the second
anniversary of the HDFS Sale Event shall includerast, calculated at the reference rate or theeprate, as the case may be, of US
Bank Milwaukee, National Association, Milwaukee,a8bnsin (or any successor thereto) as in effent fime to time during the peric
beginning on the first anniversary of the datehef HDFS Sale Event and ending on the date on widgment is actually made.

(f) If the Executive dies prior to the paymentsaafounts due to the Executive under this Secti@n the amounts that otherwise
would have been paid to the Executive will be pa&lsoon as practicable following the Executiv&att, to the Executive’s estate.

(9) The provisions of Section 8 shall apply to pagyments and benefits provided under this Sectékn 7
(h) The following terms, for purposes of this SetV A only, shall have the following respective miegs:

(i) “Cause” means the commission by the Executiven@ or more acts for which the Executive is coted of a felony
under United States federal, state or local critdaa, or willful and gross misconduct on the pafrthe Executive that is
materially and demonstrably detrimental to the HIBt8cessor Group.

(i) “Covered Termination” means, except as prodidelow, a termination of the Executive’s employiriésuch
termination constitutes (A) a termination by the FEdSuccessor Group of the Executive’s employméhgrdhan termination of
the Executive’'s employment for Cause or as a redutie death of the Executive; (B) any terminatigyrnthe Executive of the
Executive’s employment with the HDFS Successor @ifou Good Reason; or (C) if the HDFS Sale Evestilts from a sale of
assets, the Executive is not employed with the HSE&cessor Group following the date of the HDF& &&lent because either
the HDFS Successor Group failed to offer employmeithe Executive or (1) the HDFS Successor Grdtgred employment to
the Executive but on terms and conditions of empleyt that would have entitled Executive to termértiis employment for Goc
Reason if the HDFS Sale Event had resulted froaleaaf stock of HDFS and the HDFS Successor Groygmsed those terms ¢
conditions of employment on the Executive and l(2) Executive rejected such employment offer. Ndistanding the foregoing,
termination of the Executive’employment, even if satisfying clause (A), (BY©}) of the preceding sentence, shall not constit
Covered Termination if either (x) if the HDFS S&beent results from a sale of assets, the HDFS Ssoc&roup offers
employment to the Executive on terms and condit@freamployment that would not have entitled the dtrive to terminate his
employment for Good Reason if the HDFS Sale Evadtresulted from a sale of stock of HDFS and thé-H[Successor Group
imposed those terms and conditions of employmenhertxecutive, but the Executive does not acdeptHDFS Successor
Group'’s offer of employment, or
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(y) the HDI Group, either before the HDFS Sale Evarat any time after the HDFS Sale Event, offaesExecutive a senior
management position in either Milwaukee or Chicagithe same base salary and with the same annuias lapportunity
(measured at target) as in effect for the Executivaediately prior to the HDFS Sale Event, but tiause (y) shall not apply af
the date 14 calendar days following the date ortlvitiie Executive notifies the HDI Group either ttheg HDFS Sale Event has
been consummated and he has not been offered emgdyvith the HDFS Successor Group or that his eympént with the
HDFS Successor Group has ceased or will cease.

(iii) “Good Reason” means the occurrence of any @inée following events, as determined by the Exiee in good faith:

(1) any reduction in the Executive’'s base salargascentage of base salary available as incentirgensation, in
each case relative to those most favorable to XeeHive in effect at any time during the 180-dayi@d prior to the HDFS
Sale Event or, to the extent more favorable tcBkecutive, those in effect after the HDFS Sale Even

(2) a material adverse change, without the Exeeldtigrior written consent, in the Executive’s wargiconditions or
status with the HDFS Successor Group from such iwgr&onditions or status in effect during the 1&@-geriod prior to
the HDFS Sale Event or, to the extent more faverédbthe Executive, those in effect after the HCEaE Event, including
but not limited to (A) a material change in theurator scope of the Executive’s titles, authonitywers, functions, duties,
reporting requirements or responsibilities, or é8haterial reduction in the level of support sessicstaff, secretarial and
other assistance, office space and accoutremaritexbluding for this purpose an isolated, insufitséhand inadvertent
event not occurring in bad faith that the HDFS ®ssor Group remedies promptly after receipt ofaeotiereof given by
the Executive;

(3) the HDFS Successor Group requires the relatatidhe Executive’s principal place of employmema location
more than 50 miles from the Executive’s principlaige of employment on the date 180 days prior¢oHBFS Sale Event;
or

(4) the HDFS Successor Group requires the Exectditavel on employer business to a materiallyateextent
than was required during the 180 day period pddghé HDFS Sale Event;

Provided, however, that any such event occursatig the HDFS Sale Event. In the event of a dispegarding whether
the Executive terminated the Executive’s employnientGood Reasonin accordance with this Section 7A, no claim by plagty
that would be obligated to pay the relevant besdiiat such termination does not constitute a Gal@ermination shall be given
effect unless such
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party establishes by clear and convincing evidéhaesuch termination does not constitute a Covészchination. Any election
by the Executive to terminate the Executive’s emplent for Good Reason shall not be deemed a valutgamination of
employment by the Executive for purposes of angoémployee benefit or other plan.

(iv) “HDFS” means Harley-Davidson Financial Sengcénc.

(v) “HDFS Sale Event” means either: (A) HDFS ssllidbstantially all of its assets, other than a &athe Corporation or an
Affiliate of the Corporation, or (B) the Corporatisells all of the capital stock of HDFS, othentlzasale to an Affiliate or an
Affiliate of the Corporation; provided in each cdkat such event also qualifies as a change ofaooft HDFS within the meanir
of Code Section 409A.

(vi) “HDFS Separation Date” means, in respect oH&FS Sale Event that results from the sale obfathe capital stock of
HDFS, the date on which the Executive incurs a &jom from Service if such definition is applieg teplacing references to the
“HDI Group” with “HDFS (and any other entity thailfowing the HDFS Sale Event is aggregated with 1306r purposes of
Code Section 409A).”

(vii) “HDFS Successor Group” means (A) in the caba sale of all of the capital stock of HDFS, HDRB8y successor to
HDFS, any purchaser of the stock of HDFS and ahgragntity that is affiliated with any such entity,(B) in the case of a sale of
substantially all of the assets of HDFS, any pusehaf substantially all of the assets of HDFSror entity that is affiliated with
such purchaser.

(vii) “Payment Date” means either (A) if the HDE&le Event results from the sale of all of the @sitock of HDFS, the
first business day of the month following the momtkvhich occurs the six month anniversary of taeedof the HDFS Separation
Date, or (B) if the HDFS Sale Event results from $ale of substantially all of HDFS’ assets, thet thusiness date following the
second anniversary of the HDFS Sale Event.

If this Section 7A is applicable and there is arpimsistency between the definition of a term is ®éction 7A and the
definition of the term elsewhere in this Agreeméinén for purposes of this Section 7A the defimitio this Section 7A shall
control.

8. Payment Limitation.

(a) Notwithstanding any other provision of this Agment, if any portion of the payments or benefitder this Agreement, or
under any other agreement with or plan of the HBdUp (in the aggregate, the “Total Payments”), Wadnstitute an “excess
parachute payment” that is subject to the tax iragdsy Code Section 4999, then the Total Paymertie tnade to the Executive shall
be reduced such that the value of the aggregatd Payments that the Executive is entitled to rexshall be One
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Dollar ($1) less than the maximum amount whichEkecutive may receive without becoming subjech®tbx imposed by Code
Section 4999; provided that the foregoing reductiotihe amount of Total Payments shall not appthéf after-tax value to the
Executive of the Total Payments prior to reductimaccordance with this Paragraph (a) (includireggtdix imposed by Code

Section 4999) is greater than one hundred ten pe(t&0%) of the after-tax value to the Executivihé Total Payments are reduced in
accordance with this Paragraph (a).

(b) For purposes of this Section, the terms “expasachute payment” and “parachute payments” slaak the meanings assigned
to them in Code Section 280G, and such “parachayenpnts” shall be valued as provided therein. Ptessdue shall be calculated in
accordance with Code Section 280G(d)(4). The Exezaind the HDI Group Employer, at the HDI Groupoyer's expense, shall
obtain the opinion (which need not be unqualifiefipationally recognized tax counsel (“National T@aunsel”) selected by the HDI
Group Employer’s independent auditors and acceptathe Executive, which opinion sets forth:

(i) the amount of the Base Period Income,
(i) the amount and present value of the Total Payts

(iii) the amount and present value of any excesagbaite payments determined without regard toithisltions of this
Section 8,

(iv) the after-tax value of the Total Paymentdi# teduction in Total Payments contemplated undeadg?aph (a) of this
Section 8 did not apply, and

(v) the after-tax value of the Total Payments tgkinto account the reduction in Total Payments emmtated under
Paragraph (a) of this Section 8.

(c) The term “Base Period Income” means an amoguleo the Executive’s “annualized includible campation for the base
period” as defined in Section 280G(d)(1) of the €¢or any successor provision). For purposes di spinion of National Tax
Counsel, the value of any noncash benefits or afgred payment or benefit shall be determinechbyHDI Group Employer’s
independent auditors in accordance with the prlasipf Code Sections 280G(d)(3) and (4), which rieitgation shall be evidenced in a
certificate of such auditors addressed to the HBRIUB Employer and the Executive. For purposes td#rdening the after-tax value of
the Total Payments, the Executive shall be deemedy federal income taxes and employment taxdgeedtighest marginal rate of
federal income and employment taxation on the daterhich the determination is being made and statelocal income taxes at the
highest marginal rates of taxation in the statelandlity of the Executive’s domicile for incomextaurposes on the date on which the
determination is being made, net of the maximunueédn in federal income taxes that may be obtafnem deduction of such state
and local taxes. The opinion of National Tax Coliskall be dated as of the date of the ExecutiVeisnination and addressed to the
HDI Group Employer and the Executive and shall ingling upon the HDI Group Employer and the Exeaiti¥ such opinion
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determines that there would be an excess paraphayteent and that the after-tax value of the Totginents taking into account the
reduction contemplated under Paragraph (a) of3b@ion 8 is greater than the after-tax value effthtal Payments if the reduction in
the Total Payments contemplated under Paragrapif {hjs Section 8 did not apply, then the paymaents benefits hereunder or any
other payment or benefit determined by such coundet includible in the Total Payments shall ldued or eliminated so that under
the bases of calculations set forth in such opiti@ne will be no excess parachute payment. If §ational Tax Counsel so requests in
connection with its opinion, the Executive and i@l Group Employer shall obtain, at the HDI GroumEoyer’s expense, and the
National Tax Counsel may rely on in providing th@nion, the advice of a firm of recognized execetbompensation consultants as to
the reasonableness of any item of compensatioa tedeived by the Executive. If the provisions ofl€ Sections 280G and 4999 are
repealed without succession, then this Sectiore8 bk of no further force or effect.

9. Any amount under Section 7 the payment of wigdlo be made on the first business day of the mfmitowing the month in
which occurs the six month anniversary of the @éf€ermination, when paid, shall include interesticulated at the reference rate or the
prime rate, as the case may be, of US Bank Milwaukiational Association, Milwaukee, Wisconsin (ay &uccessor thereto) as in effect
from time to time during the period beginning oe thate ten days following the Termination and egdin the date on which payment is
actually made; provided, however, that with respeany life insurance reimbursement that the Etteeus entitled to pursuant to Paragraph
(c) of Section 7, the interest period will begintbe date on which the Executive pays the Life tasoe Coverage Value to the HDI Group.

10. The Executive agrees that, during the termobhher employment under this Agreement, he sta|ldirectly or indirectly,
engage or participate in any business activity ighdirectly competitive with and likely to haveraterial adverse effect on the business of the
HDI Group without prior written approval of the Boaln the event that, while employed by the HDb@p, the Executive engages in
practices that are directly competitive and thatliely to have a material adverse effect on ti# Broup and the Executive fails to cease
such competitive practices within thirty (30) dafter written notice is received from the Boarartihe Executive shall be treated for
purposes of this Agreement as terminated for Cass# such 30th day.

11. Any dispute or controversy arising under ocannection with this Agreement shall be settledwesigely by arbitration in
Milwaukee, Wisconsin or, at the option of the Ex@ae) in the county where the Executive residegdoordance with the Rules of the
American Arbitration Association then in effectppided, however, that if the Executive institutesaation relating to this Agreement, then
the Executive may, at his or her option, bring saction in a court of competent jurisdiction. Judgnnmay be entered on the arbitrator’s
award in any court having jurisdiction.

12. The HDI Group shall pay or reimburse all c@std expenses, including attorneys’ fees and dismests, of the HDI Group
and, at least monthly, the Executive in connectiith any legal services or proceedings (includimgf, not limited to, arbitration), whether or
not instituted by the HDI Group or the Executiv@ating to the interpretation or
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enforcement of any provision of this Agreement. Hi2! Group also agrees to pay prejudgment intesesiny money judgment obtained by
the Executive as a result of such proceedingsulzdbd at the reference rate or prime rate, asabe may be, of US Bank Milwaukee,
National Association, Milwaukee, Wisconsin (or auccessor thereto) as in effect from time to timenfthe date that payment should h
been made to the Executive under this Agreemerttvilstanding anything to the contrary, to compiyhaCode Section 409A, the Execut
must timely submit any such cost of expense fanbeirsement so that it can be reimbursed no laser tie end of the calendar year follow
the calendar year in which the expense was incun@deimbursement can be made after that time.

13. This Agreement shall be binding upon, inurthtobenefit of and be enforceable by the HDI Grang the Executive and their
respective heirs, legal representatives, succeasarassigns. If the HDI Group or any member oftib# Group shall be merged into or
consolidated with another entity, the provisionshié Agreement shall be binding upon and inurthébenefit of the entity surviving such
merger or resulting from such consolidation. Thel IEPoup will require any successor (whether dicindirect, by purchase, merger,
consolidation or otherwise) to all or substantiallof the business or assets of the HDI GrougherHDI Group Employer, by agreement in
form and substance satisfactory to the Executovexpressly assume and agree to perform this Agreeim the same manner and to the s
extent that the HDI Group would be required to perfit if no such succession had taken place. Toeigions of this Section 13 shall
continue to apply to each subsequent employereoEttecutive hereunder in the event of any subseauerger, consolidation or transfer of
assets of such subsequent employer. From andladtelate of any such purchase, merger, consoligdtiansfer of assets or other transact
the term HDI Group as used in this Agreement silatl include any such person or entity that issthecessor or subsequent employer for
purposes of this Section 13, or which otherwiseobrezs bound by the terms and provisions of this &apent by operation of law.

14. The HDI Group Employer will indemnify the Exeéime against expenses (including attorrsefges), amounts paid in settlerr
(whether with or without court approval), judgmeatsl fines actually and reasonably incurred by dirher in connection with a threatened
or actual action, suit or proceeding if he or sttecin good faith and in a manner he or she redspmelieved to be in, or not opposed to,
best interests of the HDI Group, and with respeetrty criminal action or proceeding, if he or shd ho reasonable cause to believe that his
or her conduct was unlawful, if he or she becomparty to, or is threatened with, a pending or cletegl action, suit or proceeding, whether
civil, criminal, administrative or investigatiorf fiot by or in the right of the HDI Group Employday reason of the fact that he or she is or
was a director, officer, employee or agent of ti Broup or is or was serving at the request ofHll# Group as a director, officer,
employee or agent or in any other capacity or wtlagr corporation, or a partnership, joint venttingst or other enterprise, or by reason of
any action alleged to have been taken or not thkdnim while acting in any such capacity, to thiefst extent permitted by the HDI Group
Employer’s Articles of Incorporation and By-Lawsotithstanding anything to the contrary, to compith Code Section 409A, the
Executive must timely submit any such cost or espdor reimbursement so that it can be reimbursddter than the end of the calendar
year following the calendar year in which the itesrs incurred; no reimbursement can be made af¢tithe.
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15. Any provision of this Agreement which is hetdite unenforceable or invalid in any respect injangdiction shall be
ineffective in such jurisdiction to the extent tlitas unenforceable or invalid without affectirtgetremaining provisions hereof, which shall
continue in full force and effect. The unenforcédigbor invalidity of a provision of this Agreemeirt one jurisdiction shall not invalidate or
render unenforceable such provision in any othesdiction.

16. This Agreement shall be governed by and coedtini accordance with the laws of the State of Wfisin applicable to
contracts made and to be performed therein, withegerd to conflict of law principles.

17. This instrument contains the entire agreemetiteoparties, and supersedes any earlier agredseéméeen them, relative to a
transition period or termination in the event @Zlaange of Control Event. It may not be changedyhalt only by an agreement in writing
signed by the party against whom enforcement ofveaiyer, change, modification, extension, or disghds sought. Notwithstanding
anything in this Agreement to the contrary, theg@oation may unilaterally amend this Agreementmpiiothe occurrence of a Change of
Control Event to make changes that the Corporatasonably determines are necessary or approfoigi@rposes of causing this Agreerr
to comply with the requirements of Code SectionA@8d regulations proposed or promulgated therenjisddong as the Corporation makes
the same changes to corresponding agreements ¢b wifier Corporation executives are parties.

18. The Executive shall not be required to mitigiaenages or the amount of any payment to the Eixecptovided for under this
Agreement by seeking other employment or otherwise shall the amount of any payment provided fodar this Agreement be reduced by
any compensation earned by the Executive as & kdseinployment by another employer after Termonati

19. If the Executive is also a party to a SeverBmmrefits Agreement (or any similar agreement) it Corporation (or an
Affiliate), upon the occurrence of a Change of GonEvent (whether such Severance Benefits Agre¢mesimilar agreement was entered
into or amended prior to or after the date of Agseement), then the Executive’s rights and obiayeg upon a termination of Executive’s
employment during the term of this Agreement wéldgoverned by this Agreement rather than the SaeerBenefits Agreement or similar
agreement.

20. The HDI Group shall be entitled to withholdrframounts to be paid to the Executive hereundefetsral, state or local
withholding or other taxes or charges which itranf time to time required to withhold; providedatithe amount so withheld shall not exc
the minimum amount required to be withheld by lawaddition, if prior to the date of payment of thenefits hereunder, the Federal
Insurance Contributions Act (FICA) tax imposed un8ections 3101, 3121(a) and 3121(v)(2), whereiegiple, becomes due, the HDI Gr¢
may provide for an immediate payment of the amowetded to pay the Executive’s portion of such phxs(an amount equal to the income
taxes that will be due on such amount) and the Eke€s remaining benefits under this Agreementidhareduced accordingly. The HDI
Group shall be entitled to rely on an opinion diior@ally recognized tax counsel if any questioticathe amount or requirement of any such
withholding shall arise.
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21. In the event that neither the Corporation mgr Affiliate has outstanding any stock which is ficllp traded on an established
securities market or otherwise, any referencebifnAgreement to distribution being made on th&t filay of the month following the month
in which occurs the six month anniversary of theedd Termination shall automatically be modifiedprovide for distribution within ten da
following the date of Termination.

IN WITNESS WHEREOF, the parties have executedAlgieement as of the date first above written.

HARLEY -DAVIDSON, INC.

By: /s/ Keith E. Wandel|
Keith E. Wandel
President and Chief Executive Offic

EXECUTIVE:

/s/ Lawrence G. Hun
Lawrence G. Hun
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Schedule A
CERTAIN DEFINITIONS

As used in this Agreement, and unless the conéeptires a different meaning, the following termseéhthe meanings indicated.
Additional terms are defined in the Agreement.

“AFFILIATE” means each corporation, trade or busisi¢hat, with the Corporation, constitutes a cdiettiagroup of corporations or group of
trades or businesses under common control witlintbaning of Code Sections 414(b) or (c), appliedustituting “at least 50 percent” for
“at least 80 percent” each place it appears.

“BOARD” means the Corporation’s board of directors.

“CAUSE"” means the commission by the Executive af onmore acts for which the Executive is conviciéd felony under United States
federal, state or local criminal law, or willful dgross misconduct on the part of the Executiveithaaterially and demonstrably detrimental
to the HDI Group taken as a whole.

“CHANGE OF CONTROL EVENT” means any one of the éolling: (a) the Continuing Directors no longer cangt at least two-thirds

(2/3) of the directors of the Board; (b) any persogroup of persons (as defined in Rule 13d-5 utftee Securities Exchange Act of 1934, as
amended), together with its affiliates, becomeltbeeficial owner, directly or indirectly, of twenpercent (20%) or more of the Corporat®n’
then outstanding Common Stock or twenty percerfii2@r more of the voting power of the Corporatiothisn outstanding securities entitled
generally to vote for the election of the Corparat Directors; (c) the consummation of the mexetonsolidation of the Corporation with
any other corporation, the sale of substantiallpfihe assets of the Corporation, or the liqumabr dissolution of the Corporation, unles:
the case of a merger or consolidation, the therti@aing Directors in office immediately prior todumerger or consolidation will constitute
at least two-thirds (2/3) of the directors constitg the board of directors of the surviving comutozn of such merger or consolidation and any
parent (as such term is defined in Rule 12b-2 utiteecurities Exchange Act of 1934, as amendesl)ah corporation; or (d) at least two-
thirds (2/3) of the then Continuing Directors irficé immediately prior to any other action proposedbe taken by the Corporation’s
stockholders or by the Board determines that sucpgsed action, if taken, would constitute a chasfgeontrol of the Corporation and such
action is taken.

“CODE" means the Internal Revenue Code of 198@Gnasnded.

“COMPENSATION” means the sum of all remuneratiomtaich the Executive is entitled, including, but timited to salary, participation in
HDI Group bonus and benefit plans, programs omgeeents and awards under any HDI Group bonus ,gtamg-term incentive
compensation plans, stock option plans, restristedk plans or any other deferred compensatiorsplzat the HDI Group Employer
maintained or adopted prior to the Change of Coiivent, the value to the Executive of the userofgssional outplacement services by
qualified consultants and use of automobiles oicles (or allowances in respect thereof), and

21



all amounts in respect of club, association orlsinfees and dues covering the Executive. In tlemethat the HDI Group cannot provide the
Executive with one or more benefits which it isighted to provide to the Executive, pursuant te fgreement, under its employee benefit
plans, programs or arrangements then the HDI Gsbafl provide the Executive with equivalent berseéit the expense of the HDI Group
Employer.

“CONTINUING DIRECTOR” means any individual who igtteer (i) a member of the Board on the date heoedfi) a member of the Board
whose election or nomination to the Board was apguidy a vote of at least twbirds of the Continuing Directors (other than aspa whos
election was as a result of an actual or threatenexy or other control contest).

“CORPORATION" means Harley-Davidson, Inc., a Wissioncorporation, or any successor thereto.
“GOOD REASON” means the occurrence of any one effttiowing events, as determined by the Executivgood faith:

(a) any breach of this Agreement by the Corporatieciuding specifically any breach by the Corpmnatof its agreement contained in
Section 6, other than an isolated, insubstantidliaadvertent failure not occurring in bad faitattthe Corporation remedies promptly after
receipt of notice thereof given by the Executive;

(b) any reduction in the Executive’s base salaeycpntage of base salary available as incentivgpeasation or benefits, in each case relative
to those most favorable to the Executive in efegany time during the 180-day period prior to @tenge of Control Event or, to the extent
more favorable to the Executive, those in effetdrahe Change of Control Event;

(c) a material adverse change, without the Exeelgigrior written consent, in the Executive’s wadkiconditions or status with the
Corporation or the HDI Group Employer from such king conditions or status in effect during the X80 period prior to the Change of
Control Event or, to the extent more favorableh® Executive, those in effect after the Changeaftf@| Event, including but not limited to
(i) a material change in the nature or scope oBkecutive’s titles, authority, powers, functiodsities, reporting requirements or
responsibilities, or (ii) a material reduction hretlevel of support services, staff, secretaridl @her assistance, office space and
accoutrements, but excluding for this purpose alaisd, insubstantial and inadvertent event notiogtg in bad faith that the Corporation
remedies promptly after receipt of notice therawég by the Executive;

(d) the relocation of the Executive’s principal ggeof employment to a location more than 50 mitemfthe Executive’s principal place of
employment on the date 180 days prior to the Chaf@»ntrol Event;

(e) the HDI Group Employer requires the Executvéravel on employer business to a materially greaxtent than was required during the
180-day period prior to the Change of Control Eyent

() failure by the Corporation to obtain the agrestreferred to in Section 13 as provided therein;
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Provided, however, that any such event occurswvatig the Change of Control Event. In the event dfspute regarding whether the
Executive terminated the Executive’s employment‘@ood Reason” in accordance with this Agreemeatclaim by the Corporation that
such termination does not constitute a Terminadloall be given effect unless the Corporation eithabs by clear and convincing evidence
that such termination does not constitute a TertitinaAny election by the Executive to terminate #xecutive’'s employment for Good
Reason shall not be deemed a voluntary terminati@mployment by the Executive for purposes of ailer employee benefit or other plan.

“HDI GROUP” means Harley-Davidson, Inc. and its ifdtes.

“HDI GROUP EMPLOYER” means the member of the HDbGp that employed the Executive immediately priothie Change of Control
Event.

“SEPARATION FROM SERVICE'means the date on which the Executive separatesdeovice (within the meaning of Code Section 4(
from the HDI Group. A Separation from Service oscwhen the HDI Group and the Executive reasonattigipate that no further services
will be performed by the Executive for the HDI Gpoafter that date or that the levellmfna fideservices the Executive will perform after
such date as an employee of the HDI Group will jzeremtly decrease to no more than 20% of the avdeagkof bona fide services
performed by the Executive (whether as an employaéedependent contractor) for the HDI Group over immediately preceding 36-month
period (or such lesser period of services). ThecHtee is not considered to have incurred a Sejarftom Service if the Executive is absent
from active employment due to military leave, die&ve or other bona fide reason if the period ahdeave does not exceed the greater of
(i) six months, or (i) the period during which tEeecutive’s right to reemployment by the HDI Grasgrovided either by statute or by
contract; provided that if the leave of absenaduis to a medically determinable physical or meimiglairment that can be expected to result
in death or last for a continuous period of nos lgsan six months, where such impairment causeBxbeutive to be unable to perform the
duties of his or her position of employment or aapstantially similar position of employment, teave may be extended for up to 29 mo
without causing the Executive to have incurred pasation from Service.

“TERMINATION” means a termination of the Executigegmployment with the HDI Group while this Agreemisnin effect, if such
termination constitutes a Separation from Servimksuch termination satisfies either Paragrapbr(é)) below:

(a) any termination by the HDI Group of the Exeeels employment following the occurrence of any @ of Control Event,
other than termination of the Executive’'s employtrfen Cause or as a result of the death of the &bxex; or

(b) any termination by the Executive of the Exeeeis employment for Good Reason following the ocence of a Change of
Control Event.
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Exhibit 10.9
SEVERANCE BENEFITS AGREEMENT

THIS AGREEMENT, entered into as of the day of , by and between [HARLEY-DAVIDSON, INC. OR
SUBSIDIARY COMPANY], a corporation (“Employer”), and [NAME OF EXECUTIVEExecutive”).

WHEREAS, Employer desires to continue to attract tain skilled and dedicated management employees

WHEREAS, Executive is currently employed by Employean executive capacity and has unique skilts alilities that are of
benefit to Employer; and

WHEREAS, Employer desires to provide Executiveaarassurances regarding severance pay and othefitben the event of a
Covered Termination (as defined below);

NOW, THEREFORE, in consideration of the premises afier good and valuable consideration, the mahigeby agree as
follows:

1. Not an Employment Agreementhis Agreement is not an employment agreemenshad not change the employment relationship
between Employer and Executive. Except as exprgselyided herein, this Agreement shall not amendlter the terms of, or limit the
benefits to Executive under, any existing or futemgployment, transition, change of control or othgreement between Executive and
Employer. This Agreement shall not be amended Bysach future agreement unless such future agretespenifically provides that the
terms of this Agreement shall be amended. Anytinrhis Agreement to the contrary notwithstanding aubject to any existing or future
employment or other agreement between EmployeEaedutive, (a) Executive may terminate Execusvernployment with Employer at a
time and for any reason and (b) Employer may teateifExecutive’s employment with Employer at anyetiamd for any reason.

2. Definitions.
a. Affiliate . “Affiliate” shall mean, except as set forth inciien 11, any parent, subsidiary or other affiliaf&amployer.

b. Base Salary Amount‘Base Salary Amount” shall mean (1) the amouriExécutives average monthly base salary during e
(i) if Executive has been employed by Employertfeelve (12) or more consecutive months immediapelgr to the Termination Date,
the twelve (12) consecutive months immediatelypioathe Termination Date or (i) if Executive hasen employed by Employer for
less than twelve (12) consecutive months immedigigbr to the Termination Date, the consecutiventhe of Executive’s employment
with Employer immediately prior to the TerminatiBate, multiplied by (2) either (i) if Executive hbeen employed by Employer for
twenty four (24) or more consecutive months immidjaprior to the Termination Date, twelve (12)(dy if Executive has been
employed by Employer for less than twenty four (Bdiisecutive months immediately prior to the Teation Date, six (6)




c. Benefit Period “Benefit Period” shall mean (1) if Executive Haesen employed by Employer for twenty four (24) aren
consecutive months immediately prior to the TermdmaDate, the twelve (12) consecutive months imiatedy following the
Termination Date or (2) if Executive has been emgtbby Employer for less than twenty four (24) @mgive months immediately
prior to the Termination Date, the six (6) conse@imonths immediately following the TerminationtBa

d. Cause’Cause” shall mean:
(1) the conviction of Executive of a felony or anee involving moral turpitude, theft or fraud; or

(2) Executive’s refusal to perform duties as dieeldn good faith by Executive’s supervisor, whiakure is not cured within
10 days after written notice thereof from EmploteExecutive; or

(3) Executive’s engaging in any of the followinghclict or actions, as determined by the Chief Exee@fficer of
Employer (or if Executive is the Chief Executivefiodér of Employer, by the Board of Directors of Elayer): (A) conduct
violating the Employee Commitment that Executive@axed, Employer’s anti-harassment policy or, fflaable to Executive, the
Harley-Davidson, Inc. Financial Code of Ethics; @) inappropriate personal relationship with a sdinate; or (C) an act
involving theft, falsification, fraud or bribery ather corrupt practices with respect to Employegiryy of its parents, subsidiaries
or other affiliates; or

(4) Executive’s reckless conduct or willful miscared which results, or could reasonably be expetedsult, in substantial
harm (in relation to Executive’s annual compensgtias determined by the Chief Executive OfficeEaiployer (or if Executive
is the Chief Executive Officer of Employer, by tBeard of Directors of Employer), whether financiaputational or otherwise,
Employer or any of its parents, subsidiaries oeptffiliates.

e. Covered Termination‘Covered Termination” shall mean Employer’s inwalary termination of Executive’s employment with
Employer other than (1) for Cause, or (2) in cotieacwith the death or Disability of Executive. Mgthstanding the foregoing, the
transfer of Executive’s employment to any Affiliateall not be a Covered Termination.

f. Disability . “Disability” shall have the meaning assignedttmithe long-term disability insurance policy themrovided or made
available to Executive by or through Employerhiéite is then no such policy or such term is naneeftherein, then “Disability” shall
mean Executive’s incapacity due to physical or @leilihess causing Executive to be absent fronfulidime performance of
Executive’s duties with Employer for sixty (60) catutive days.
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g. Stock Plans“Stock Plans” shall mean the Harley-Davidson, B®@09 Incentive Stock Plan, the Harley-Davidsoe, R004
Incentive Stock Plan, the Harley-Davidson, Inc.A$%ock Option Plan, and any other existing orreifpians for the issuance of stock
options, stock appreciation rights, restricted Istoicrestricted stock units.

h. Termination Date “Termination Date” shall mean the date on whidBavered Termination is effective, which date shall be
less than twenty-five (25) days after the dateTienination Notice is delivered to Executive.

i. Termination Notice Date“Termination Notice Date” shall mean the datewdrich written notice is delivered by Employer to
Executive stating that Executive’s employment imfg¢erminated pursuant to a Covered Terminatiahsaeiting forth the Termination
Date.

3. Severance Benefitdn the event of a Covered Termination and in béany benefits or other amounts that would otlieevbe
payable by Employer to Executive as a result ajrag out of or following such Covered Terminati@xecutive shall be entitled to all of the
following:

a. a lump sum payment, payable within thirty (3@sifollowing the Termination Date, equal to thes8&alary Amount;

b. during the Benefit Period or the period begigram the Termination Date and ending on the dasz@ixe becomes employed
on a substantially full-time basis, whichever isiér, Employer shall make available to Executiseerage under Employer's medical,
dental and life insurance (but not short or lorrgtdisability) plans on the same terms as suchspd@@ made available to Employer’s
salaried employees generally; provided that aniogesf continued medical and dental coverage puntsieathis provision shall be
credited against (reduce) the maximum period ofinaation coverage that Executive (or any othetitjgd beneficiary with respect to
Executive) is permitted to elect in accordance V@MBRA, or any successor provision thereto;

c. during the Benefit Period or the period begigrmm the Termination Date and ending on the dascttive becomes employed
on a substantially full-time basis, whichever isigér, Employer shall maintain any life insurancekxecutive’s life owned by
Employer;

d. any other benefits payable pursuant to the tedfrtise Stock Plans (and applicable agreementstineier) and any incentive

compensation (including STIP), pension, 401(k)reetent, savings, payment in lieu of post-retiretiéa insurance or deferred
compensation plans earned up to Termination Datk; a
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e. reimbursement of any expenses incurred by Eixecunt the ordinary course of employment priortie Termination Date
consistent with Employer’s then existing expensabarsement policy.

Notwithstanding Sections 3(b) and (c) above, wétspect to the first six months following Executwé&separation from
service” (as defined in Section 11) during whicte&ixtive’s life insurance coverage is extended ¢emt@ally extended in accordance
with Section 3(b) and 3(c) above, if the premiura&ly Employer for coverage during such periodaursection 3(b), and the portion
of the premiums paid by Employer under Section 8(a} are attributable to current life insurancetgction (as determined in
accordance with Internal Revenue Service requirésheluring such period, in the aggregate (the “Lifeurance Coverage Value”),
exceeds the amount of the “limited payments” exémnpget forth in Section 1.409A-1(b)(9)(v)(B) oktincome Tax Regulations (or
any successor thereto), then, to the extent redjirirerder to comply with Internal Revenue Codet®ac409A, Executive, in advance,
shall pay to Employer an amount equal to the Lifaurance Coverage Value, and promptly followingsixanonth anniversary of
Executive’s “separation from service”, Employerlshzake a cash payment to Executive equal to theusrnpaid to Employer by
Executive.

4. No Mitigation. Executive shall not be required to mitigate theant of any payment or benefit provided for int&st3 hereof by
seeking other employment or otherwise, nor will dheount provided for in Section 3(a) hereof be cediby any compensation earned by
Executive as a result of employment by another eygslafter the Termination Date.

5. Exclusivity.

a. The benefits provided for herein are intendecbtustitute a minimum, but noncumulative, beneditkage for Executive in the
event of a Covered Termination. If Executive haslaims to have any Claims (as defined below), Etee may elect to assert such
Claims. If, however, Executive does formally asser or more Claims in a writing submitted to Enyelig or an appropriate body to
determine such Claims, for the legal enforcememsuch Claims, such writing shall constitute anviogable waiver and disclaimer of
Executive’s benefits and rights under this Agreetmen

b. As a condition of receiving the benefits prodder herein, Executive shall be required to execptior to receiving any
benefits hereunder, a release in a form reasorsaltiisfactory to Employer, of any and all claimst tigecutive has or may have against
Employer or an Affiliate arising out of Executivegmployment or termination of Executive’s employmnghe “Claims”), including but
not limited to any and all claims arising out oht@ct (written, oral, or implied in law or in factort (including negligent and
intentional acts), or state, federal or local laweliding
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discrimination on any basis whatsoever). In addjtiexecutive shall be required to execute, pricetmiving any benefits hereunder, in
a form reasonably satisfactory to Employer: a rgatition of Executive’s confidentiality agreemeaty agreement regarding non-
solicitation of other employees; and a non-compgreement effective during the Benefit Period.

c. If Executive has received benefits under thiseggnent for a Covered Termination and thereaftsgrés any Claims, Executive
shall, notwithstanding any other agreement to therary, return to Employer all benefits receivedldunder as a condition of being
allowed to assert any such Claims. If for any redSrecutive cannot legally be compelled to returchsbenefits, Employer shall be
given, to the extent allowed by law, credit forahounts received by Executive under this Agreeragainst any other amounts
otherwise due to Executive arising out of any satdims. Notwithstanding the foregoing, this Sectigo) shall not be construed to
limit or otherwise modify the terms of any rele@secuted by Executive pursuant to Section 5(b)diereotherwise.

6. Other Termination In the event Executive’s employment with Emplotgminates other than pursuant to a Covered Textiim,
including without limitation, a termination for Cse, termination by reason of Executive’s deathabiigy or retirement or a voluntary
termination by Executive, Executive shall be eetitto no benefits or rights under this Agreemewstwithstanding anything herein to the
contrary, an otherwise involuntary termination aEutive’s employment will not be treated as a atdny termination or as a voluntary
retirement solely because Executive’s terminatsochiaracterized as a voluntary resignation orenaiant in connection with any public
announcement concerning Executive’s departure caiuse Executive receives retirement benefits.

7. Amendment, Termination and Assignmefitiis Agreement may be amended, terminated orseged only by a written instrument
signed by Executive and Employer. This Agreement n be assigned by Executive. Notwithstandinglaing in this Agreement to the
contrary, Employer may unilaterally amend this Agment to make changes that Employer reasonablyntieies are necessary or appropr
for purposes of causing this Agreement to comphwhe requirements of Section 409A of the InteRelenue Code and regulations
proposed or promulgated thereunder, so long as @mapmakes the same changes to corresponding agméeto which other Employer
executives are parties.

8. Transfer of Employmentlf Executive’s employment is transferred to arffilfate, such Affiliate shall assume Employsiobligation
hereunder and following such transfer such Affdiahall be deemed the “Employer” for purposes isf Algreement.

9. HeadingsHeadings used herein are for convenience only halll 1sot constitute a part of or affect the mearongnterpretation of
this Agreement.

10. Governing Law; VenueThis Agreement shall be deemed to have been aradlexecuted in the State of Wisconsin and theligl
interpretation and enforcement hereof shall be gwaby the internal laws of the State of Wisconkirthe event of any dispute arising
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from or in connection with this Agreement, Execattonsents and agreesrigersonanjurisdiction and to venue exclusively in either the
Circuit Court for Milwaukee County, Wisconsin, tietUnited States District Court for the Easterntiiisof Wisconsin, located in
Milwaukee, Wisconsin.

11. Section 409A Compliance

a. The Agreement is intended to satisfy the requéras of Internal Revenue Code Section 409A orxkenet from those
requirements. In particular, (1) the lump sum samee benefit in Section 3(a) is intended to caustia “short-term deferral” that is
exempt from Section 409A in accordance with Sectigi®9A-1(b)(4) of the Income Tax Regulations (oy auccessor thereto), and
(2) the medical and dental continuation under 8aci(b) is intended to be exempt from Section 409Accordance with
Section 1.409A-1(b)(9)(v)(B) of the Income Tax Rkgions (or any successor thereto). In the eveattdlpayment or benefit that is
intended to be exempt from Internal Revenue Cod#i@e409A is determined to be subject to Sectid®Ad any payment that would
otherwise be made on a date prior to six monthevidhg Executive’s “separation from service” ingleaill be made on the first
business day of the month following the month irichtoccurs the six month anniversary of Executive&paration from service”.

b. For purposes of this Agreement, Executive witlur a “separation from service” on the date oncliiixecutive separates from
service (within the meaning of Code Section 409Ajrf Employer and its affiliates. A “separation fr@ervice” occurs when Employer
and Executive reasonably anticipate that no furseevices will be performed by Executive for Emmownd its affiliates after that date
or that the level obona fideservices Executive will perform after such dateaagmployee of Employer or its affiliates will peanently
decrease to no more than 20% of the average Iébelna fide services performed by Executive (whetteean employee or independ
contractor) for Employer and its affiliates ovee immediately preceding 36-month period (or suskéde period of services). An
Executive is not considered to have incurred a B¢jpa from Service if Executive is absent fromiaeemployment due to military
leave, sick leave or other bona fide reason ifpiiwieod of such leave does not exceed the greai@r sk (6) months, or (ii) the period
during which Executive’s right to reemployment byEoyer or its affiliates is provided either bytsta or by contract; provided that if
the leave of absence is due to a medically detenténphysical or mental impairment that can be etqueto result in death or last for a
continuous period of not less than six months, @lseich impairment causes Executive to be unalgerform the duties of his or her
position of employment or any substantially simpasition of employment, the leave may be exterfdedp to 29 months without
causing Executive to have incurred a “separatiomfservice”. When used in connection with the dgfin of “separation from service,
the term “affiliate” means a corporation, tradébasiness that, with Employer, constitutes a colatiodjroup of corporations or a group
of trades or businesses under common control wittéirmeaning of Internal Revenue Code Section 434(8 (c); provided that
Internal Revenue Code Section 414(b) and (c) seadipplied by substituting “at least fifty perc€®%)” for “at least eighty percent
(80%)” each place it appears therein.
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c. Any amount the payment of which is deferredsiar(6) months following Executive’s “separationrn service” to comply with
Internal Revenue Code Section 409A shall, when, paddude interest, calculated at the referenoe oathe prime rate, as the case may
be, of US Bank Milwaukee, National Association, Whlukee, Wisconsin as in effect from time to timeiniy the period beginning on
the date on which the amount would otherwise haenlpaid to the date on which payment is actuadigenprovided that with respect
to the Life Insurance Coverage Value, the intgpesiod will begin on the date on which Executivggthe Life Insurance Coverage

Value to Employer.

IN WITNESS WHEREOF, the parties have executedAlgieement at Milwaukee, Wisconsin as of the date fbove written.

EXECUTIVE: EMPLOYER:

[NAME OF EXECUTIVE] [HARLEY-DAVIDSON, INC.
OR SUBSIDIARY COMPANY]

By:
Name
Title:




HARLEY-DAVIDSON, INC.
SUBSIDIARIES

Name
H-D Michigan, LLC
Harley-Davidson Motor Company Group, LL
Harley-Davidson Motor Company Operations, |
H-D Franklin, LLC
H-D Tomahawk Somo, LL(
H-D Tomahawk Industrial Park, LL
H-D Tomahawk Kaphaem Road, LL
H-D Capitol Drive, LLC
H-D Pilgrim Road, LLC
Harley-Davidson Motor Company, In
Harley-Davidson Museum, LL(
Buell Distribution Company, LL(
H-D F&R, LLC
HASC, LLC
MV Agusta USA LLC
H-D Group LLC
Revolution PowerTrain LL(
Buell Motorcycle Company, LL(
HDWA, LLC
HDMC, LLC
Harley-Davidson Dealer Systems, Ir
Harley-Davidson International Holding Co., Ir
Harley-Davidson Holding Co., Inc
Harley-Davidson Benelux B.V
Harley-Davidson France SA
Harley-Davidson Gmbt
Harley-Davidson Japan Ki
Harley-Davidson Europe Limite
Harley-Davidson do Brazil Ltde
Harley-Davidson Singapore In
Harley-Davidson Australia Pty. Limite
H-D Hong Kong Limitec
Lockglade Limitec
Harley-Davidson Espana S.
Harley-Davidson Switzerland Gmb
Harley-Davidson Asia, Inc
New Castalloy Pty. Limite:
Harley-Davidson De Mexico, S. De R.L. De C.
Harley-Davidson De Mexico Management, S. De R.L. De (
Harley-Davidson Middle East and Africa Pty. Limit
Harley-Davidson Singapore Pte. Li
Harley-Davidson Czech Republic s.r
H-D Motor Company India Private Limite
H-D Varese Holding Co. S.r.
Harley-Davidson Italia S.r.l
MV Agusta Motor S.p.A
C.R.C.SA
Cagiva Motor Suisse S
MVA Motor Deutschland Gmbt
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State/Country
of

Incorporation
Michigan
Wisconsin
Wisconsin
Wisconsin
Wisconsin
Wisconsin
Wisconsin
Wisconsin
Wisconsin
Wisconsin
Wisconsin
Wisconsin
Wisconsin
Wisconsin
Wisconsin
Illinois
Delaware
Wisconsin
Wisconsin
Illinois
Ohio
Wisconsin
Delaware
Netherland:
France
Germany
Japar
England
Brazil
Delaware
Australia
Hong Kong
England
Spain
Switzerland
Wisconsin
Australia
Mexico
Mexico
South Africa
Singapore
Czech Republi
India
Italy
Italy
Italy
Italy
Switzerland
Germany



Renovation Realty Investment Services,
HR, LLC
HR Holding Corp.
Harley-Davidson Financial Services, Ir
Harley-Davidson Insurance Services, i
Harley-Davidson Credit Corg
Harley-Davidson Insurance Services of lllinois, I
Harley-Davidson Customer Funding Cc
Harley-Davidson Motorcycle Trust 20-1
Harley-Davidson Motorcycle Trust 20-2
Harley-Davidson Motorcycle Trust 20-3
Harley-Davidson Motorcycle Trust 20-4
Harley-Davidson Funding Coryj
Eaglemark Savings Bar
Harley-Davidson Leasing, In
Eaglemark Customer Funding Corpora-IV
Harley-Davidson Warehouse Funding Cao
Harley-Davidson Financial Services International, |

Harley-Davidson Financial Services Europe Limi

Harley-Davidson Financial Services Canada,
H-D Aircraft Financial Services, In
Harley-Davidson Gift Card, LLC

Wisconsir
Indiana
Wisconsir
Delaware
Nevada
Nevada
lllinois
Nevada
Delaware
Delaware
Delaware
Delaware
Nevada
Nevada
Nevada
Nevada
Nevada
Delaware
England
Canade
Delaware
Delaware



Exhibit 23

Consent of Independent Registered Public Accouriing

We consent to the incorporation by reference irféHewing Registration Statements:

1)

()
(3)
(4)

(5)

(6)

(7)
(8)

Registration Statement (Form S-8 No. 33-353fHarley-Davidson, Inc. pertaining to the Harlegaiddson Retirement Savings Plan
for Salaried Employees, the Harley-Davidson RetesnhBavings Plan for Milwaukee and Tomahawk HoBdygaining Unit
Employees, and the Holiday Rambler LLC Employeetr&eaent Plan

Registration Statement (Forn-8 No. 33:-07551) pertaining to the Harl-Davidson, Inc. 1995 Stock Option Pl:
Registration Statement (Forn-8 No. 33:-51741) pertaining to the Harl-Davidson, Inc. Director Stock Pla

Registration Statement (Form S-8 No. 333-753&r)aining to the Harley-Davidson, Inc. 1998 Noteipt Employee Stock Option
Plan;

Registration Statement (Form S-8 Nos. 333-9381%9333-123406) of Harley-Davidson, Inc. pertayio the Harley-Davidson
Retirement Savings Plan for Salaried EmployeesHtmey-Davidson Retirement Savings Plan for Milke& and Tomahawk Hourly
Bargaining Unit Employees, the Harley-Davidson Retient Savings plan for Kansas City Hourly Bargajninit Employees, the
Harley-Davidson Retirement Savings Plan for YorkuHy Bargaining Unit Employees and the Buell Motgrie Company Retirements
Savings Plan

Registration Statement (Form S-8 No. 333-60&40)aining to the Harley-Davidson, Inc. 2001 Yeétaurly-Paid Employees Stock
Option Plan;

Registration Statement (Forn-8 No. 33:-123405) pertaining to the Harl-Davidson, Inc. 2004 Incentive Stock Plan; i
Registration Statement (Forn-3 No. 33:-156060) of Harle-Davidson, Inc. and in the related Prospe:

of our reports dated February 23, 2010, with refsfmethe consolidated financial statements andduleeof Harley-Davidson, Inc. and the
effectiveness of internal control over financigboeting of Harley-Davidson, Inc., included in tiisnual Report
(Form 10-K) for the year ended December 31, 2009.

/sl Ernst & Young LLP
Milwaukee, WI
February 22, 2010



Exhibit 31.1

Chief Executive Officer Certification
Pursuant to Rule 1384(a) under the Securities Exchange Act of 1934

I, Keith E. Wandell, certify that:

1. I have reviewed this annual report on Forr-K of Harley-Davidson, Inc.
2. Based on my knowledge, this report does notatominy untrue statement of a material fact or donfttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this repo
3.  Based on my knowledge, the financial statemeamd,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep
4.  The registrant’s other certifying officer andrk responsible for establishing and maintainiisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag @efined in Exchange Act Rules
13e15(f) and 15-15(f))for the registrant and hav
a) Designed such disclosure controls and procedaresused such disclosure controls and procedaoites designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b) Designed such internal control over financial réipgr, or caused such internal control over finahagorting to be designed uni
our supervision, to provide reasonable assuramgadig the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

c) Evaluated the effectiveness of the registratisslosure controls and procedures and presentisisineport our conclusions about
the effectiveness of the disclosure controls andgutures, as of the end of the period coveredibyédport based on such
evaluation; ant

d) Disclosed in this report any change in the tegig’s internal control over financial reportintgat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fogpdlarter in case of an annual report) that hasnmaliyeaffected, or is reasonably
likely to materially affect, the registré's internal control over financial reporting; @

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatioriernal control over financial
reporting, to the registre’s auditors and the audit committee of regis’s board of directors
a) All significant deficiencies and material weakses in the design or operation of internal cordvelr financial reporting which are

reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpanhcial information; an
b)  Any fraud, whether or not material, that invaweanagement or other employees who have a signifiole in the registrant’s
internal control over financial reportin

Date: February 23, 201 /S/ Keith E. Wandel

Keith E. Wandell, President and
Chief Executive Office



Exhibit 31.2

Chief Financial Officer Certification
Pursuant to Rule 1384(a) under the Securities Exchange Act of 1934

[, John A. Olin, certify that:

1. I have reviewed this annual report on Forr-K of Harley-Davidson, Inc.
2. Based on my knowledge, this report does notatominy untrue statement of a material fact or donfttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this repo
3.  Based on my knowledge, the financial statemeamd,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep
4.  The registrant’s other certifying officer andrk responsible for establishing and maintainiisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag @efined in Exchange Act Rules
13e15(f) and 15-15(f))for the registrant and hav
a) Designed such disclosure controls and procedaresused such disclosure controls and procedaoites designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b) Designed such internal control over financial réipgr, or caused such internal control over finah@gaorting to be designed un
our supervision, to provide reasonable assuram@ading the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

c) Evaluated the effectiveness of the registratisslosure controls and procedures and presentisisineport our conclusions about
the effectiveness of the disclosure controls andgutures, as of the end of the period coveredibyédport based on such
evaluation; ant

d) Disclosed in this report any change in the tegig’s internal control over financial reportintgat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fogpdlarter in case of an annual report) that hasnmaliyeaffected, or is reasonably
likely to materially affect, the registré's internal control over financial reporting; @

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatioriernal control over financial
reporting, to the registre’s auditors and the audit committee of regis’s board of directors
a) All significant deficiencies and material weakses in the design or operation of internal cordvelr financial reporting which are

reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpanhcial information; an
b)  Any fraud, whether or not material, that invaweanagement or other employees who have a signifiole in the registrant’s
internal control over financial reportin

Date: February 23, 201 /S/ John A. Olir

John A. Olin
Senior Vice President and
Chief Financial Officel



Exhibit 32

Written Statement of the Chief Executive Officeddhief Financial Officer
Pursuant to 18 U.S.C. sec. 1350

Solely for the purpose of complying with 18 U.S81350, as adopted pursuant to Section 906 of tHea8as-Oxley Act of 2002, we, the
undersigned President and Chief Executive Offioerthe Senior Vice President and Chief Financidilc®f of Harley-Davidson, Inc. (the
“Company”), hereby certify, based on our knowledpat the Annual Report on Form 10-K of the Compfmythe year ended December 31,
2009 (the “Report”) fully complies with the requinents of Section 13(a) of the Securities ExchancfeoA1934 and that information
contained in the Report fairly presents, in all enial respects, the financial condition and resofitgperations of the Company.

Date: February 23, 2010
/S/ Keith E. Wandel

Keith E. Wandel
President and Chief Executive Offic

1S/ John A. Olir

John A. Olin

Senior Vice President and
Chief Financial Officel




