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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D. C. 20549

FORM 10-Q

x QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the quarterly period ended June 28, 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 1-9183

Harley-Davidson, Inc.
(Exact name of registrant as specified in its charter)
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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

None

(Former name, former address and former fiscal year, if changed since last report)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such requirements for the past 90 days.    Yes  x    No  ¨

Indicate by checkmark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (232.405 of this chapter) during the preceding 12 months (or
for such shorter period that the registrant was required to submit and post such files).    Yes  x    No  ¨

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See the definitions of �large accelerated filer,� �accelerated filer� and �smaller reporting company� in Rule 12b-2 of the Exchange Act.

Large accelerated filer x Accelerated filer ¨

Non-accelerated filer ¨ Smaller reporting company ¨
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act.    Yes  ¨    No  x

Number of shares of the registrant�s common stock outstanding at July 24, 2009: 234,572,140 shares

Edgar Filing: HARLEY DAVIDSON INC - Form 10-Q

Table of Contents 2



Table of Contents

Harley-Davidson, Inc.

Form 10-Q

For The Quarter Ended June 28, 2009

Part I Financial Information 3

Item 1. Financial Statements 3
Condensed Consolidated Statements of Income 3
Condensed Consolidated Balance Sheets 4
Condensed Consolidated Statements of Cash Flows 5
Notes to Condensed Consolidated Financial Statements 6

Item 2. Management�s Discussion and Analysis of Financial Condition and Results of Operations 31

Item 3. Quantitative and Qualitative Disclosures About Market Risk 54

Item 4. Controls and Procedures 54

Part II Other Information 55

Item 1. Legal Proceedings 55

Item 1A. Risk Factors 55

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds 55

Item 4. Submission of Matters to a Vote of Security Holders 56

Item 6. Exhibits 56

Signatures 57

2

Edgar Filing: HARLEY DAVIDSON INC - Form 10-Q

Table of Contents 3



Table of Contents

PART I � FINANCIAL INFORMATION

Item 1. Financial Statements
HARLEY-DAVIDSON, INC.

CONDENSED CONSOLIDATED STATEMENTS OF INCOME

(In thousands, except per share amounts)

(Unaudited)

Three Months Ended Six Months Ended
June 28,

2009
June 29,

2008
June 28,

2009
June 29,

2008

Net revenue $ 1,153,645 $ 1,572,569 $ 2,444,293 $ 2,878,882
Cost of goods sold 767,367 1,010,645 1,581,232 1,840,821

Gross profit 386,278 561,924 863,061 1,038,061

Financial services income 123,967 106,840 228,634 200,129
Financial services expense 186,086 69,693 279,548 128,075

Operating (loss) income from financial services before goodwill impairment (62,119) 37,147 (50,914) 72,054
Goodwill impairment 28,387 �  28,387 �  

Operating (loss) income from financial services (90,506) 37,147 (79,301) 72,054

Selling, administrative and engineering expense 209,893 241,659 430,973 461,650
Restructuring expense 15,131 11,549 49,993 11,549

Income from operations 70,748 345,863 302,794 636,916
Investment income 317 2,240 2,270 4,282
Interest expense 1,538 �  11,798 �  

Income before provision for income taxes 69,527 348,103 293,266 641,198
Provision for income taxes 49,777 125,316 156,169 230,830

Net income $ 19,750 $ 222,787 $ 137,097 $ 410,368

Earnings per common share:
Basic $ 0.08 $ 0.95 $ 0.59 $ 1.74
Diluted $ 0.08 $ 0.95 $ 0.59 $ 1.74

Cash dividends per common share $ 0.10 $ 0.33 $ 0.20 $ 0.63
The accompanying notes are an integral part of the consolidated financial statements.
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HARLEY-DAVIDSON, INC.

CONDENSED CONSOLIDATED BALANCE SHEETS

(In thousands)

(Unaudited)
June 28,

2009
December 31,

2008

(Unaudited)
June 29,

2008
ASSETS
Current assets:
Cash and cash equivalents $ 1,031,194 $ 593,558 $ 803,400
Marketable securities �  �  524
Accounts receivable, net 287,494 296,258 290,139
Finance receivables held for sale �  2,443,965 1,617,817
Finance receivables held for investment, net 1,651,700 1,378,461 1,246,325
Inventories 435,043 400,908 341,396
Prepaid expenses and other current assets 358,663 264,731 206,624

Total current assets 3,764,094 5,377,881 4,506,225

Finance receivables held for investment, net 3,472,325 817,102 934,534
Property, plant and equipment, net 1,027,191 1,094,487 1,059,897
Prepaid pension costs �  �  77,809
Goodwill 114,308 138,579 63,103
Other long-term assets 386,768 400,576 142,185

$ 8,764,686 $ 7,828,625 $ 6,783,753

LIABILITIES AND SHAREHOLDERS� EQUITY
Current liabilities:
Accounts payable $ 293,908 $ 323,736 $ 322,449
Accrued liabilities 558,635 541,372 518,814
Short-term debt 1,690,910 1,738,649 526,898
Current portion of long-term debt �  �  401,036

Total current liabilities 2,543,453 2,603,757 1,769,197

Long-term debt 3,038,387 2,176,238 2,050,000
Pension liability 491,021 484,003 64,080
Postretirement healthcare benefits 263,712 274,408 205,848
Other long-term liabilities 175,330 174,616 161,791

Commitments and contingencies (Note 18)

Total shareholders� equity 2,252,783 2,115,603 2,532,837

$ 8,764,686 $ 7,828,625 $ 6,783,753

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

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(In thousands)

(Unaudited)

Six Months Ended
June 28,

2009
June 29,

2008

Net cash used by operating activities (Note 3) $ (164,442) $ (39,016) 

Cash flows from investing activities:
Capital expenditures (57,323) (99,597) 
Origination of finance receivables held for investment (281,486) (330,088) 
Collections on finance receivables held for investment 255,387 256,723
Collection of retained securitization interests 26,904 18,607
Sales and redemptions of marketable securities �  2,019
Other, net (3,598) 1,193

Net cash used by investing activities (60,116) (151,143) 

Cash flows from financing activities:
Proceeds from issuance of medium-term notes �  993,550
Proceeds from issuance of senior unsecured notes 589,255 �  
Proceeds from securitization debt 497,771 �  
Repayments of securitization debt (13,907) �  
Net decrease in credit facilities and unsecured commercial paper (392,366) (116,621) 
Net borrowings of asset-backed commercial paper 87,706 �  
Net change in restricted cash (76,658) �  
Dividends (46,913) (148,591) 
Purchase of common stock for treasury (296) (150,134) 
Excess tax benefits from share-based payments 147 252
Issuance of common stock under employee stock option plans 10 736

Net cash provided by financing activities 644,749 579,192

Effect of exchange rate changes on cash and cash equivalents 17,445 11,513

Net increase in cash and cash equivalents 437,636 400,546

Cash and cash equivalents:
At beginning of period 593,558 402,854

At end of period $ 1,031,194 $ 803,400

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

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

1. Basis of Presentation and Use of Estimates
The condensed consolidated financial statements include the accounts of Harley-Davidson, Inc. and its wholly-owned subsidiaries (the
Company), including the accounts of the groups of companies doing business as Harley-Davidson Motor Company (HDMC), Buell Motorcycle
Company (Buell), MV Agusta (MV) and Harley-Davidson Financial Services (HDFS). In addition, certain variable interest entities (VIEs)
related to secured financing are consolidated as the Company is the primary beneficiary. All intercompany accounts and material transactions are
eliminated.

In the opinion of management, the accompanying unaudited condensed consolidated financial statements contain all adjustments (consisting
only of normal recurring adjustments) necessary to present fairly the condensed consolidated balance sheets as of June 28, 2009 and June 29,
2008, the condensed consolidated statements of income for the three and six month periods then ended and the condensed consolidated
statements of cash flows for the six month periods then ended. The Company�s management has evaluated subsequent events after June 28, 2009
through July 31, 2009, which is the date the Company�s financial statements were issued.

Certain information and footnote disclosures normally included in complete financial statements have been condensed or omitted pursuant to the
rules and regulations of the Securities and Exchange Commission (the SEC) and U.S. generally accepted accounting principles (U.S. GAAP) for
interim financial information. These condensed consolidated financial statements should be read in conjunction with the audited financial
statements and notes included in the Company�s Annual Report on Form 10-K for the year ended December 31, 2008.

In connection with term asset-backed securitization transactions prior to 2009, HDFS utilized Qualifying Special Purpose Entities (QSPEs) as
defined by Statement of Financial Accounting Standards (SFAS) No. 140 �Accounting for Transfers and Servicing of Financial Assets and
Extinguishments of Liabilities.� Assets and liabilities of the QSPEs are not consolidated in the financial statements of the Company. For further
discussion of QSPEs and off-balance sheet securitization transactions see Note 7.

The Company operates in two business segments: Motorcycles & Related Products (Motorcycles) and Financial Services (Financial Services).

The preparation of financial statements in conformity with U.S. GAAP requires management to make estimates and assumptions that affect the
amounts reported in the financial statements and the accompanying notes. Actual results could differ from those estimates.

Certain prior year amounts related to debt have been reclassified to conform to the current year presentation.

2. New Accounting Standards
Accounting Standards Recently Adopted

In December 2007, the Financial Accounting Standards Board (FASB) issued SFAS No. 141 (revised 2007), �Business Combinations.� SFAS
No. 141(R) changes the accounting for business combinations in a number of areas including the treatment of contingent consideration,
pre-acquisition contingencies, transaction costs, in-process research and development and restructuring costs. In addition, under SFAS
No. 141(R), changes in an acquired entity�s deferred tax assets and uncertain tax positions after the measurement period will impact income tax
expense. SFAS No. 141(R) is effective for the Company beginning in fiscal year 2009. This standard will change the Company�s accounting
treatment for business combinations on a prospective basis.

In March 2008, the FASB issued SFAS No. 161, �Disclosures about Derivative Instruments and Hedging Activities, an amendment of FASB
Statement No. 133.� SFAS No. 161 requires enhanced disclosures about an entity�s derivative and hedging activities. Entities will be required to
provide enhanced disclosures about: (a) how and why an entity uses derivative instruments;
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(b) how derivative instruments and related hedge items are accounted for under SFAS No. 133 and its related interpretations; and (c) how
derivative instruments and related hedge items affect an entity�s financial position, financial performance and cash flows. The Company adopted
SFAS No. 161 as of January 1, 2009; see Note 11 for further discussion.

In June 2008, the FASB issued FASB Staff Position (FSP) Emerging Issues Task Force (EITF) 03-6-1. �Determining Whether Instruments
Granted in Share-Based Payment Transactions Are Participating Securities.� FSP EITF 03-6-1 addresses whether instruments granted in
share-based payment transactions are participating securities prior to vesting and, therefore, need to be included in the earnings allocation in
computing earnings per share under the two-class method as described in SFAS No. 128, �Earnings Per Share.� Under the guidance of FSP EITF
03-6-1, unvested share-based payment awards that contain non-forfeitable rights to dividends or dividend equivalents (whether paid or unpaid)
are participating securities and must be included in the computation of earnings per share pursuant to the two-class method. All prior period
earnings per share information must be adjusted retrospectively. The Company adopted FSP EITF 03-6-1 as of January 1, 2009; see Note 14 for
further discussion.

In April 2009, the FASB issued three FSPs intended to provide additional application guidance and enhance disclosures regarding fair value
measurements and impairments of securities:

� FSP No. FAS 157-4, �Determining Fair Value When the Volume and Level of Activity for the Asset or Liability Have Significantly
Decreased and Identifying Transactions That Are Not Orderly�;

� FSP No. FAS 107-1 and APB 28-1, �Interim Disclosures about Fair Value of Financial Instruments�; and

� FSP No. FAS 115-2 and FAS 124-2, �Recognition and Presentation of Other-Than-Temporary Impairments.�
FSP No. FAS 157-4 provides additional guidance for estimating fair value in accordance with SFAS No. 157, �Fair Value Measurements,� when
the volume and level of activity for the asset or liability have significantly decreased in relation to normal market activity. This FSP also
includes guidance on identifying circumstances that indicate a transaction is not orderly. The Company adopted FSP No. FAS 157-4 as of
March 30, 2009. As the FSP only clarified existing guidance, there was no material effect on the Company�s consolidated financial statements
and notes.

FSP No. FAS 107-1 and APB 28-1 amends FASB Statement No. 107, �Disclosures about Fair Value of Financial Instruments,� to require
disclosures about fair value of financial instruments for interim reporting periods of publicly traded companies as well as in annual financial
statements. This FSP also amends Accounting Principles Board (APB) Opinion No. 28, �Interim Financial Reporting,� to require those disclosures
in summarized financial information at interim reporting periods. The Company adopted FSP No. FAS 107-1 and APB 28-1 as of March 30,
2009; see Notes 9 and 15 for further discussion.

FSP No. FAS 115-2 and FAS 124-2 amends the other-than-temporary impairment guidance for debt securities to make the guidance more
operational and to improve the presentation and disclosure of other-than-temporary impairments on debt and equity securities in the financial
statements. This FSP does not amend existing recognition and measurement guidance related to other-than-temporary impairments of equity
securities. The Company adopted FSP No. FAS 115-2 and FAS 124-2 as of March 30, 2009. Upon adoption, the Company recorded an increase
to retained earnings of $22.5 million ($14.4 million, net of tax) and a decrease to accumulated other comprehensive income of $22.5 million
($14.4 million, net of tax). See Note 7 for further discussion of the effect of adopting FSP No. FAS 115-2 and FAS 124-2 on the Company�s
consolidated financial statements and notes.

In June 2009, the FASB issued SFAS No. 165, �Subsequent Events.� SFAS No. 165 establishes the criteria for subsequent events, including:
(a) the period after the balance sheet date during which management of a reporting entity shall evaluate events or transactions that may occur for
potential recognition or disclosure in the financial statements; (b) the circumstances under which an
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entity shall recognize events or transactions occurring after the balance sheet date in its financial statements; and (c) the disclosures that an entity
shall make about events or transactions that occurred after the balance sheet date. The Company was required to adopt SFAS No. 165 as of
June 28, 2009 and made the appropriate disclosures in Notes 1 and 19.

Accounting Standards Not Yet Adopted

In December 2008, the FASB issued FSP No. SFAS 132(R)-1, �Employers� Disclosures about Postretirement Benefit Plan Assets.� FSP No. SFAS
132(R)-1 requires additional fair value disclosures about employers� pension and postretirement benefit plan assets consistent with guidance
contained in SFAS No. 157, �Fair Value Measurements.� Specifically, employers will be required to disclose information about how investment
allocation decisions are made, the fair value of each major category of plan assets and information about the inputs and valuation techniques
used to develop the fair value measurements of plan assets. FSP No. SFAS 132(R)-1 is effective for fiscal years ending after December 15,
2009. The Company is currently evaluating the impact the new disclosure requirements will have on its consolidated financial statements and
notes.

In June 2009, the FASB issued SFAS No. 166, �Accounting for Transfers of Financial Assets, an amendment of FASB Statement No. 140.� SFAS
No. 166 amends SFAS No. 140 primarily by removing the concept of a qualifying special purpose entity as well as removing the exception from
applying FASB Interpretation No. 46, �Consolidation of Variable Interest Entities.� Upon the effective adoption date, formerly qualifying special
purpose entities (as defined under previous accounting standards) must be evaluated for consolidation within an entity�s financial statements.
Additionally, SFAS No. 166 will require enhanced disclosures about the transfer of financial assets as well as an entity�s continuing involvement,
if any, in transferred financial assets.

In June 2009, the FASB issued SFAS No. 167, �Amendments to FASB Interpretation No. 46(R).� SFAS No. 167 amends FIN No. 46(R) by
adding previously considered qualifying special purpose entities (the concept of these entities was eliminated by SFAS No. 166). In addition,
companies must perform an analysis to determine whether the company�s variable interest or interests give it a controlling financial interest in a
variable interest entity. Companies must also reassess on an ongoing basis whether the company is the primary beneficiary of a variable interest
entity.

The Company is required to adopt SFAS No. 166 and SFAS No. 167 as of January 1, 2010 and is currently evaluating the impact of adopting
these new standards, which will likely result in the consolidation of all finance receivable securitization trusts that are not currently consolidated
in the financial statements of the Company.

In June 2009, the FASB issued SFAS No. 168, �The FASB Accounting Standards CodificationTM and the Hierarchy of Generally Accepted
Accounting Principles, a replacement of FASB Statement No. 162� (ASC). The ASC is effective for interim and annual periods ending after
September 15, 2009 and will become the single official source of authoritative, nongovernmental U.S. GAAP, other than guidance issued by the
SEC. All other literature will become non-authoritative. The Company is currently evaluating the impact SFAS No. 168 will have on its
consolidated financial statements and notes, but does not expect it to have a material impact other than changing the references the Company
currently uses when citing U.S. GAAP standards.
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3. Additional Balance Sheet and Cash Flow Information
Finance receivables held for investment, net consist of the following (in thousands):

June 28,
2009

December 31,
2008

June 29,
2008

Wholesale $ 1,084,709 $ 1,164,236 $ 969,121
Retail 3,877,424 740,721 785,970

4,962,133 1,904,957 1,755,091
Allowance for credit losses 114,335 40,068 35,889

4,847,798 1,864,889 1,719,202
Investment in retained securitization interests 276,227 330,674 461,657

$ 5,124,025 $ 2,195,563 $ 2,180,859

During the second quarter of 2009, the Company reclassified $3.14 billion of finance receivables held for sale at fair value to finance receivables
held for investment, net due to the structure of its May 2009 term asset-backed securitization transaction and the Company�s intent to structure
future securitization transactions in a manner that will not qualify for accounting sale treatment under the provisions of SFAS No. 140. As a
result of the reclassification, the Company recorded a $72.7 million increase to the allowance for credit losses in order to establish the initial
reserve for the reclassified receivables. Of the $72.7 million increase, $10.9 million related to the reclassification of finance receivables
securitized in May 2009 and $61.8 million related to the reclassification of the remaining finance receivables held for sale.

Inventories are valued at the lower of cost or market. Substantially all inventories located in the United States are valued using the last-in,
first-out (LIFO) method. Other inventories are valued at the lower of cost or market using the first-in, first-out (FIFO) method. Inventories
consist of the following (in thousands):

June 28,
2009

December 31,
2008

June 29,
2008

Components at the lower of FIFO cost or market
Raw materials and work in process $ 136,786 $ 151,896 $ 142,261
Motorcycle finished goods 229,137 185,464 114,590
Parts and accessories and general merchandise 105,711 103,682 118,318

Inventory at lower of FIFO cost or market 471,634 441,042 375,169
Excess of FIFO over LIFO cost 36,591 40,134 33,773

$ 435,043 $ 400,908 $ 341,396
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The reconciliation of net income to net cash (used by) provided by operating activities is as follows (in thousands):

Six months ended
June 28,

2009
June 29,

2008
Cash flows from operating activities:
Net income $ 137,097 $ 410,368
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization 126,892 102,619
Provision for employee long-term benefits 46,286 41,403
Contributions to pension and postretirement plans (14,510) (8,518) 
Stock compensation expense 6,622 12,110
Loss on current year securitizations �  5,370
Net change in wholesale finance receivables 91,046 246,301
Origination of retail finance receivables held for sale (1,180,467) (1,539,989) 
Collections on retail finance receivables held for sale 473,989 139,592
Proceeds from securitization of retail finance receivables �  467,722
Impairment of retained securitization interests 32,165 6,327
Lower of cost or fair market value adjustment on finance receivables held for sale 5,895 �  
Goodwill impairment 28,387 �  
Provision for credit losses 81,386 16,436
Foreign currency adjustments (28,866) (10,103) 
Other, net 22,277 (460) 
Changes in current assets and liabilities:
Accounts receivable, net 9,281 (12,370) 
Finance receivables - accrued interest and other 1,064 1,074
Inventories (19,440) 21,341
Accounts payable and accrued liabilities 2,233 74,338
Other 14,221 (12,577) 

Total adjustments (301,539) (449,384) 

Net cash used by operating activities $ (164,442) $ (39,016) 

4. Acquisition
On August 8, 2008, the Company announced the completion of its purchase of privately-held Italian motorcycle maker MV Agusta (MV). The
Company acquired 100 percent of MV shares for total consideration of �68.3 million ($105.1 million), which includes the satisfaction of existing
bank debt for �47.5 million ($73.2 million). In addition, the agreement provides for a contingent payment to the former owner of MV in 2016, if
certain financial targets are met during 2013 through 2015. The contingent payment, which could be a material component of the final
consideration, will be recorded as goodwill when the amount is determinable. The Company financed the transaction and MV�s initial working
capital requirements through �130.0 million of debt under existing credit facilities. The Company believes the acquisition of MV will enhance the
Company�s presence in Europe and its penetration into the performance segment of the motorcycle market. In conjunction with the acquisition of
MV, the Company recorded goodwill of $82.4 million.

The operating results of MV, which is part of the Motorcycles segment, have been included in the Company�s consolidated financial statements
from the date of acquisition. Pro forma information reflecting this acquisition has not been disclosed as the pro forma impact on consolidated net
income would not be material.
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5. Restructuring Costs
2009 Restructuring Plan

During 2009, in response to the U.S. economic recession and worldwide slowdown in consumer demand, the Company committed to a volume
reduction and a combination of restructuring actions (2009 Restructuring Plan) in the Motorcycles segment. The 2009 Restructuring Plan is
designed to reduce excess capacity, exit certain business operations and lower the Company�s cost structure. The Company�s planned actions
include: consolidating its two engine and transmission plants in the Milwaukee area into its facility in Menomonee Falls, Wisconsin;
consolidating paint and frame operations at its assembly facility in York, Pennsylvania into existing operations at that site; closing its
distribution facility in Franklin, Wisconsin and consolidating Parts and Accessories and General Merchandise distribution through a third party;
and discontinuing the domestic transportation fleet.

In addition, as of June 28, 2009, the 2009 Restructuring Plan included a reduction of approximately 1,400 to 1,500 positions over 2009 and
2010. This included approximately 1,100 to 1,200 hourly production positions and approximately 300 non-production, primarily salaried
positions. The Company expected that approximately 1,100 to 1,200 positions (800 to 900 hourly production and 300 non-production) of the
total will be eliminated in 2009. The remaining 300 jobs will be eliminated during 2010. See Note 19 for disclosure of additional restructuring
announcements made after June 28, 2009.

Restructuring charges consist of employee severance and termination costs, accelerated depreciation on the long lived assets that will be exited
as part of the 2009 Restructuring Plan and other related costs. As of June 28, 2009, approximately 800 employees have left the Company under
the 2009 Restructuring Plan.

The following table summarizes the Company�s 2009 Restructuring Plan reserve recorded in accrued liabilities as of June 28, 2009 (in
thousands):

Employee Severance and
Termination Costs

Accelerated
Depreciation Other Total

Original reserve $ 30,816 $ 3,786 $ 261 $ 34,863
Utilized - cash (1,047) �  $ (261) (1,308) 
Utilized - noncash (4,533) $ (3,786) �  (8,319) 

Balance, March 29, 2009 $ 25,236 �  �  $ 25,236
Additional provision 8,636 $ 5,355 $ 1,140 15,131
Utilized - cash (7,140) �  $ (1,140) (8,280) 
Utilized - noncash �  $ (5,355) �  (5,355) 

Balance, June 28, 2009 $ 26,732 �  �  $ 26,732

The Company�s 2009 Restructuring Plan reserve includes an estimated amount for contingencies related to uncertainty surrounding the cost and
execution of these planned actions. Other restructuring costs include items such as the exit costs for terminating supply contracts, lease
termination and moving costs.

2008 Restructuring Plan

During the second quarter of 2008, the Company finalized a plan to ship fewer motorcycles to its worldwide dealer network in 2008 than it
shipped in 2007. The Company executed this reduction through temporary plant shutdowns, adjusted daily production rates and a workforce
reduction involving approximately 730 positions. As a result of the workforce reduction plan, the Company recorded a $12.4 million charge
during 2008 within selling and administrative expenses, of which $11.5 million and $0.9 million was recorded during the second and third
quarters of 2008, respectively. The total restructuring charge consisted of $7.6 million of employee severance benefits and $4.8 million of
special retiree benefits for those individuals eligible to receive benefits. All employees and contract workers affected by the 2008 Restructuring
Plan departed from the Company during 2008.
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The following table summarizes the Company�s 2008 Restructuring Plan reserve recorded in accrued liabilities as of June 28, 2009 (in
thousands):

Employee Severance and
Termination Costs

Balance, December 31, 2008 $ 2,149
Utilized - cash (1,206) 

Balance, March 29, 2009 $ 943
Utilized - cash $ (943) 

Balance, June 28, 2009 �  

6. Goodwill
Goodwill represents the excess of acquisition cost over the fair value of the net assets purchased. Goodwill is tested for impairment, based on
financial data related to the reporting unit to which it has been assigned, at least annually or whenever events or changes in circumstances
indicate that the carrying value may not be recoverable. The impairment test involves comparing the estimated fair value of the reporting unit
associated with the goodwill to its carrying amount, including goodwill. If the carrying amount of the reporting unit exceeds its fair value
goodwill must be adjusted to its implied fair value.

As a result of the Company�s lower shipment volume projections and the decrease in operating performance at HDFS during 2009 due to
significant write-downs of its loan portfolio and investment in retained securitization interests, the Company performed an impairment test of the
goodwill balance associated with HDFS as of June 28, 2009. The results of the impairment test indicated the current fair value of HDFS had
declined below its carrying value and as such the Company recorded an impairment charge of $28.4 million which represents the portion of the
Company�s total goodwill balance associated with the Financial Services segment.

7. Off-Balance Sheet Finance Receivable Securitizations
Prior to 2009, HDFS sold U.S. retail motorcycle loans through term asset-backed securitization transactions that qualified for accounting sale
treatment under SFAS No. 140. Under the terms of these off-balance sheet term asset-backed securitization transactions, HDFS sold retail loans
to a securitization trust. The securitization trust issued notes to investors, with various maturities and interest rates, secured by future collections
of purchased retail loans. The proceeds from the issuance of the term asset-backed securities were utilized by the securitization trust to purchase
retail loans from HDFS.

Upon sale of the retail loans to the securitization trust, HDFS received cash, recorded a gain or loss on the transaction and also retained an
interest in excess cash flows, subordinated securities, and the right to receive cash reserve account deposits in the future, collectively referred to
as �investment in retained securitization interests.� The investment in retained securitization interests relating to off-balance sheet term
asset-backed securitization transactions is included with finance receivables held for investment in the consolidated balance sheets.

The interest in excess cash flows reflects the expected cash flows arising from U.S. retail motorcycle loans sold to the securitization trust less
expected servicing fees, credit losses and contracted payment obligations owed to securitization trust investors.

As part of the first quarter 2008 off-balance sheet term asset-backed securitization transaction, HDFS retained $54.0 million of the subordinated
securities issued by the securitization trust. These securities have a stated principal and fixed interest rate and are subordinated to the senior
securities within the securitization trust.

Reserve account deposits represent interest-earning cash deposits which collateralize the trust securities. The funds are not available for use by
HDFS until the reserve account balances exceed thresholds specified in the securitization agreements.
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HDFS retains servicing rights on the U.S. retail motorcycle loans that it has sold to the securitization trust and receives annual servicing fees
approximating 1% of the outstanding securitized retail loans. HDFS serviced $2.46 billion of U.S. retail motorcycle loans securitized in
off-balance sheet term asset-backed securitization transactions as of June 28, 2009. The servicing fee paid to HDFS is considered adequate
compensation for the services provided and is included in financial services income as earned. HDFS earned $22.2 million from contractually
specified servicing fees, late fees, and ancillary fees during the first six months of 2009. These fees are recorded in financial services income.

Gains or losses on off-balance sheet term asset-backed securitizations from the sale of the U.S. retail motorcycle loans are recognized in the
period in which the sale occurs. The amount of the gain or loss depends on the proceeds received and the original carrying amount of the
transferred U.S. retail motorcycle loans, allocated between the assets sold and the retained interests based on their relative fair values at the date
of transfer.

Activities of the securitization trust are limited to acquiring U.S. retail motorcycle loans, issuing term asset-backed securities, making payments
on securities to investors and other activities permissible under SFAS No. 140. Securitization trusts have a limited life and generally terminate
upon final distribution of amounts owed to the investors in the term asset-backed securities. Historically, the life of securitization trusts
purchasing U.S. retail motorcycle loans from HDFS has approximated four years.

HDFS does not guarantee payments on the securities issued by the securitization trusts or the projected cash flows from the U.S. retail
motorcycle loans purchased from HDFS. The Company�s retained securitization interests, excluding servicing rights, are subordinate to the
interests of securitization trust investors. Such investors have priority interests in the cash collections on the retail loans sold to the securitization
trust (after payment of servicing fees) and in the cash reserve account deposits. These priority interests ultimately could impact the value of the
Company�s investment in retained securitization interests. Investors also do not have recourse to the assets of HDFS for failure of the obligors on
the retail loans to pay when due.

The investment in retained securitization interests is measured in the same manner as an investment in debt securities that is classified as
available-for-sale as defined by SFAS No. 115, �Accounting for Certain Investments in Debt and Equity Securities.� As such, the investment in
retained securitization interests is recorded at fair value and periodically reviewed for impairment. Market quotes of fair value are generally not
available for retained interests; therefore, HDFS estimates fair value based on the present value of future expected cash flows using HDFS� best
estimates of key assumptions for credit losses, prepayments and discount rates that, in management�s judgment, reflect the assumptions
marketplace participants would use. If the fair value of the investment in retained securitization interests is less than the amortized cost, an
unrealized loss exists which indicates that the investment is other-than-temporarily impaired.

As discussed in Note 2, the Company adopted FSP FAS 115-2 and FAS 124-2 on March 30, 2009. In accordance with the FSP, if management
has no intent to sell the other-than-temporarily impaired investment and it is more likely than not that it will not be required to sell, only the
credit loss component of the impairment is recognized in earnings, while the rest of the impairment is recognized as an unrealized loss in other
comprehensive income. The credit loss component recognized in earnings is identified as the amount of cash flows not expected to be received
over the remaining life of the investment as projected using assumptions for credit losses, prepayments and discounts rates as discussed below.

Upon adoption of FSP FAS 115-2 and FAS 124-2, the Company recorded an increase to the opening balance of retained earnings of $22.5
million ($14.4 million, net of tax) and a decrease to accumulated other comprehensive income of $22.5 million ($14.4 million, net of tax) to
reclassify the non-credit component of $52.2 million of previously recognized impairments on its investment in retained securitization interests.
The credit component of previously recognized impairments on its investment in retained securitization interests was $29.7 million. The fair
value of the investment in retained securitization interests did not change.

During the three months ended June 28, 2009, the Company recorded other-than-temporary impairments related to its investment in retained
securitization interests. The impairments were due to higher actual and anticipated credit losses partially offset by a slowing in actual and
expected prepayment speeds on certain securitization portfolios. As prescribed by FSP FAS 115-2 and FAS 124-2, the Company recognized the
credit component of the other-than-temporary impairment in earnings and the non-credit component in other comprehensive income as the
Company does not intend to sell the investment and it is more likely than not that the Company will not be required to sell it prior to recovery of
its cost basis. The components of the impairment are as follows (in thousands):

Three months ended
June 28,

2009
Total other-than-temporary impairment losses $ 13,668
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The following activity only applies to other-than-temporary impairments on investment in retained securitization interests for which a
component of the impairment is recognized in earnings and a component is recognized in other comprehensive income. The total credit
component of other-than-temporary impairments recognized in earnings for all investment in retained securitization interests still held as of
June 28, 2009 is as follows (in thousands):

Three months ended
June 28,

2009
Balance, beginning of period $ 29,686
Credit component recognized in earnings during the period 15,034
Reductions due to sale/repurchase(1) (391) 

$ 44,329

(1) The Company exercised its 10% clean up call repurchase option for certain securitization trusts.
Prior to March 30, 2009, if an impairment existed and management deemed it to be other-than-temporary, the entire impairment was recorded in
the consolidated statements of income. During the three months ended March 29, 2009, the Company recorded an other-than-temporary
impairment charge of $17.1 million related to its investment in retained securitization interests which included both the credit and non-credit
components.

During the six months ended June 29, 2008, the Company recorded an other-than-temporary impairment charge of $6.3 million related to its
investment in retained securitization interests. The decline in fair value below amortized cost was due to higher actual and anticipated credit
losses on certain securitization portfolios. This charge was recorded as a reduction of financial services income.
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The following table summarizes the amortized cost, fair value and gross unrealized gains and losses of the investment in retained securitization
interests (in thousands):

June 29, 2008
Total Investment

in
Retained

Securitization Interests

Investment in Retained
Securitization

Interests
Currently in a Loss Position

Investment in Retained
Securitization

Interests
Currently in a Gain Position

Amortized cost $ 298,264 $ 266,441 $ 31,823
Gross unrealized gains 649 �  649
Gross unrealized losses (22,686) (22,686) �  

Fair value $ 276,227 $ 243,755 $ 32,472

The unrealized loss position is primarily due to an increased discount rate in the fourth quarter of 2008 from 12% to 18%. None of the
investments in retained securitization interests have been in a continuous unrealized loss position for more than 12 months.

The investment in retained securitization interests has no stated contractual maturity date. Historically, the investment in retained securitization
interests has a life of approximately four years.

As of June 28, 2009, the following weighted-average key assumptions were used to value the investment in retained securitization interests:

Prepayment speed (Single Monthly Mortality) 1.75% 
Weighted-average life (in years) 2.08
Expected cumulative net credit losses 5.31% 
Residual cash flows discount rate 17.83% 

The table below summarizes, as of June 28, 2009, expected weighted-average cumulative net credit losses by year of securitization, expressed as
a percentage of the original balance of loans securitized for all securitizations completed during the years noted:

Expected weighted-average cumulative net credit losses (%) as of :
Loans securitized in

2009 2008 2007 2006 2005
June 28, 2009 �  5.50% 5.59% 5.13% 4.66% 
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The sensitivity of the fair value to immediate 10% and 20% adverse changes in the weighted-average key assumptions for the investment in
retained securitization interests at June 28, 2009 is as follows (dollars in thousands):

Carrying amount/fair value of retained interests $ 276,227
Weighted-average life (in years) 2.08

Prepayment speed assumption (monthly rate) 1.75% 
Impact on fair value of 10% adverse change $ (3,515) 
Impact on fair value of 20% adverse change $ (6,928) 

Expected cumulative net credit losses 5.31% 
Impact on fair value of 10% adverse change $ (36,009) 
Impact on fair value of 20% adverse change $ (71,505) 

Residual cash flows discount rate (annual) 17.83% 
Impact on fair value of 10% adverse change $ (6,792) 
Impact on fair value of 20% adverse change $ (13,327) 

These sensitivities are hypothetical and should not be considered to be predictive of future performance. Changes in fair value generally cannot
be extrapolated because the relationship of change in assumption to change in fair value may not be linear. Also, in this table, the effect of a
variation in a particular assumption on the fair value of the retained interest is calculated independently from any change in another assumption.
In reality, changes in one factor may contribute to changes in another, which may magnify or counteract the sensitivities. Furthermore, the
estimated fair values as disclosed should not be considered indicative of future earnings on these assets.

The table below provides information regarding certain cash flows received from and paid to all motorcycle loan securitization trusts during the
six months ended June 28, 2009 (in thousands):

Proceeds from new securitizations �  
Servicing fees received $ 15,202
Other cash flows received on retained interests $ 32,927
10% clean-up call repurchase option $ 100,317

Managed retail motorcycle loans consist of all retail motorcycle installment loans serviced by HDFS including those held by off-balance sheet
securitization trusts and those held by HDFS. As of June 28, 2009, managed retail motorcycle loans totaled $5.92 billion, of which $2.46 billion
were securitized in off-balance sheet term asset-backed securitization transactions. The principal amount of managed retail motorcycle loans 30
days or more past due was $262.4 million at June 28, 2009. The principal amount of securitized retail motorcycle loans 30 days or more past due
was $147.0 million at June 28, 2009. Managed loans 30 days or more past due exclude loans reclassified as repossessed inventory. Credit losses,
net of recoveries, of the managed retail motorcycle loans were $78.7 million during the first six months of 2009 which includes securitized retail
motorcycle loan credit losses, net of recoveries, of $47.0 million.

8. Secured Borrowings
Asset-Backed Commercial Paper Conduit Facility

In December 2008, HDFS transferred $666.7 million of U.S. retail motorcycle finance receivables to a special purpose entity (SPE), which in
turn, issued $500.0 million of debt to third-party bank-sponsored asset-backed commercial paper conduits. The SPE funded the purchase of the
finance receivables from HDFS primarily with cash obtained through the issuance of the debt. In April 2009, HDFS replaced its December 2008
asset-backed commercial paper conduit facility agreement (2008 Loan Agreement) with a new revolving agreement (2009 Conduit Loan
Agreement).
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As part of the April 2009 transaction, HDFS transferred an additional $354.4 million of U.S. retail motorcycle loans to the SPE and increased
the debt issued to the third-party bank sponsored conduits from $500.0 million to $640.2 million. HDFS is the primary and sole beneficiary of
the SPE, and the finance receivables transfer does not satisfy the requirements for accounting sale treatment under SFAS No. 140. Therefore, the
assets and associated debt are included in the Company�s financial statements. The SPE is a separate legal entity and as such the assets of the SPE
are restricted as collateral for the payment of the debt or other obligations arising in the transaction and are not available to pay other obligations
or claims of the Company�s creditors.

The 2009 Conduit Loan Agreement provides for a total aggregate commitment of up to $1.20 billion based on, among other things, the amount
of eligible U.S. retail motorcycle loans held by the SPE as collateral. The interest rates for this debt provide for interest on outstanding principal
based on prevailing commercial paper rates, or LIBOR plus a specified margin to the extent the advance is not funded by a conduit lender
through the issuance of commercial paper. The 2009 Conduit Loan Agreement also provides for an unused commitment fee based on the unused
portion of the total aggregate commitment of $1.20 billion. There is no amortization schedule; however, the debt is reduced monthly as available
collections on the related finance receivables are applied to outstanding principal with the balance due at maturity. Unless earlier terminated or
extended by mutual agreement of HDFS and the lenders, the 2009 Conduit Loan Agreement will expire on April 29, 2010, at which time HDFS
will be obligated to repay any amounts outstanding in full.

The assets of the SPE totaled $916.8 million at June 28, 2009 and are included primarily in other current assets and finance receivables held for
investment in the Company�s Condensed Consolidated Balance Sheet. At June 28, 2009, the SPE held finance receivables of $848.1 million
restricted as collateral for the payment of $600.5 million short-term asset-backed conduit facility debt, which is included in the Company�s
Condensed Consolidated Balance Sheet. The SPE also held $43.6 million of cash collections from the finance receivables held by the SPE
restricted for payment on the outstanding debt at June 28, 2009. During the six-months ended June 28, 2009, the SPE recorded interest expense
on the debt of $28.3 million, which is included in HDFS interest expense, a component of Financial Services expense.

On-Balance Sheet Securitizations

In May 2009, HDFS transferred $641.0 million of U.S. retail motorcycle loans to a SPE which in turn issued $500.0 million of secured notes,
with various maturities and interest rates, to investors. This term asset-backed securitization transaction was �eligible collateral� under the Federal
Reserve Bank of New York�s Term Asset-backed securities Loan Facility (TALF) program. The notes are secured by future collections of the
purchased U.S. retail motorcycle loans. The structure of this term asset-backed securitization transaction did not satisfy the requirements for
accounting sale treatment under SFAS No. 140; therefore, the securitized U.S. retail motorcycle loans, resulting secured borrowings and other
related assets and liabilities of the SPE are included in the Company�s consolidated financial statements as HDFS is the primary and sole
beneficiary of the SPE.

The SPE is a separate legal entity and the U.S. retail motorcycle loans that have been included in the term asset-backed securitization are only
available for payment of the secured debt and other obligations arising from the term asset-backed securitization transaction and are not
available to pay other obligations or claims of the Company�s creditors until the associated secured debt and other obligations are satisfied. Cash
and cash equivalent balances held by the SPE are used only to support the on-balance sheet securitization. There is no amortization schedule for
the secured notes; however, the debt is reduced monthly as available collections on the related U.S. retail motorcycle loans are applied to
outstanding principal. The maturity of each class of secured notes ranges from May 2010 to January 2017.

The assets of the SPE totaled $644.6 million at June 28, 2009 and are included primarily in other current assets and finance receivables held for
investment in the Company�s Condensed Consolidated Balance Sheet. At June 28, 2009, the SPE held finance receivables of $608.5 million
restricted as collateral for the payment of the $486.1 million secured notes, which are classified in short-term debt in the Company�s Condensed
Consolidated Balance Sheet. The SPE also held $33.1 million of cash restricted for payment on the outstanding debt at June 28, 2009. During
the six-months ended June 28, 2009, the SPE recorded interest expense on the secured notes of $2.1 million, which is included in HDFS interest
expense, a component of Financial Services expense.
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9. Fair Value of Financial Instruments
The Company�s financial instruments consist primarily of cash and cash equivalents, marketable securities, trade receivables, finance receivables
held for investment, net, finance receivables held for sale, trade payables, debt, foreign currency contracts and interest rate swaps (derivative
instruments are discussed further in Note 11). Under U.S. GAAP certain of these items are required to be recorded in the financial statements at
fair value, while others are required to be recorded at historical cost.

Cash and Cash Equivalents, Restricted Cash, Trade Receivables and Trade Payables � With the exception of certain money-market investments,
these items are recorded in the financial statements at historical cost. The historical cost basis for these amounts is estimated to approximate their
respective fair values due to the short maturity of these instruments.

Marketable Securities � Marketable securities are recorded in the financial statements at fair value. The fair value of marketable securities is
based primarily on quoted market prices. Changes in fair value are recorded, net of tax, as other comprehensive income and included as a
component of shareholders� equity.

Finance Receivables Held for Investment, Net � Finance receivables held for investment are recorded in the financial statements at historical cost.
The fair value of retail finance receivables is generally calculated by discounting future cash flows using an estimated discount rate that reflects
current credit, interest rate and prepayment risks associated with similar types of instruments. The historical cost basis of wholesale finance
receivables approximates fair value because they are either short-term or have interest rates that adjust with changes in market interest rates. The
fair value of retail and wholesale finance receivables was $4.88 billion at June 28, 2009.

The fair value of investment in retained securitization interest is recorded in the financial statements at fair value and is estimated based on the
present value of future expected cash flows using management�s best estimates of the key assumptions.

Finance Receivables Held for Sale � Finance receivables held for sale in the aggregate were recorded at the lower of cost or estimated fair value.
HDFS used discounted cash flow methodologies to estimate the fair value of finance receivables held for sale that incorporate appropriate
assumptions for discount rate, funding costs and credit enhancement, as well as estimates concerning credit losses and prepayments, that in
management�s judgment, reflected assumptions marketplace participants would have used.

Debt � Debt is generally recorded in the financial statements at historical cost. The carrying value of debt provided under the Global Credit
Facilities approximates fair value since the interest rates charged under this facility are tied directly to market rates and fluctuate as market rates
change. The carrying value of commercial paper approximates fair value due to its short maturity. The carrying value of the asset-backed
commercial paper conduit facility approximates the fair value since the interest rates charged on the outstanding portion are tied directly to
market rates and fluctuate as market rates change.

At June 28, 2009 the fair value of the Medium-Term Notes was $1.39 billion. The fair value of the Medium-Term Notes issued during 2008 and
2007 is estimated based upon rates currently available for debt with similar terms and remaining maturities. The remaining Medium-Term Notes
are carried at fair value and include a fair value adjustment due to the interest rate swap agreement, designated as a fair value hedge, which
effectively converts a portion of the note from a fixed to a floating rate.

At June 28, 2009 the fair value of the Senior Unsecured Notes was $709.9 million. The fair value of the Senior Unsecured Notes is estimated
based upon rates currently available for debt with similar terms and remaining maturities.

At June 28, 2009 the fair value of the debt related to the on-balance sheet securitization transaction was $498.0 million. The fair value of this
debt is estimated based on pricing currently available for transactions with similar terms and maturities.
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10. Fair Value Measurements
Certain financial assets and liabilities are recorded at fair value in the financial statements; some of these are measured on a recurring basis while
others are measured on a non-recurring basis. Financial assets and liabilities measured on a recurring basis are those that are adjusted to fair
value each time a financial statement is prepared. Financial assets and liabilities measured on a non-recurring basis are those that are adjusted to
fair value when a significant event occurs. In determining fair value of financial assets and liabilities, the Company uses various valuation
techniques. The availability of inputs observable in the market varies from instrument to instrument and depends on a variety of factors
including the type of instrument, whether the instrument is actively traded, and other characteristics particular to the transaction. For many
financial instruments, pricing inputs are readily observable in the market, the valuation methodology used is widely accepted by market
participants, and the valuation does not require significant management discretion. For other financial instruments, pricing inputs are less
observable in the market and may require management judgment.

The Company assesses the inputs used to measure fair value using a three-tier hierarchy. The hierarchy indicates the extent to which inputs used
in measuring fair value are observable in the market. Level 1 inputs include quoted prices for identical instruments and are the most observable.
Level 2 inputs include quoted prices for similar assets and observable inputs such as interest rates, foreign currency exchange rates, commodity
rates and yield curves. Level 3 inputs are not observable in the market and include management�s judgments about the assumptions market
participants would use in pricing the asset or liability. The use of observable and unobservable inputs is reflected in the hierarchy assessment
disclosed in the table below.

The following tables present information about the Company�s assets and liabilities measured at fair value on a recurring basis as of June 28,
2009 and June 29, 2008 (in thousands):

Balance as of
June 28, 2009

Quoted Prices in
Active Markets for

Identical Assets
(Level 1)

Significant
Other

Observable
Inputs

(Level 2)

Significant
Unobservable

Inputs
(Level 3)

Assets:
Cash equivalents $ 799,846 $ 799,846 �  �  
Derivatives 18,280 �  $ 18,280 �  
Investment in retained securitization interests 276,227 �  �  $ 276,227

$ 1,094,353 $ 799,846 $ 18,280 $ 276,227

Liabilities:
Derivatives $ 19,705 �  $ 19,705 �  

Balance as of
June 29,

2008

Quoted Prices in
Active Markets

for
Identical Assets

(Level 1)

Significant
Other

Observable
Inputs

(Level 2)

Significant
Unobservable

Inputs
(Level 3)

Assets:
Cash equivalents and marketable securities $ 531,991 $ 531,467 $ 524 �  
Derivatives 7,362 �  7,362 �  
Investment in retained securitization interests 461,657 �  �  $ 461,657

$ 1,001,010 $ 531,467 $ 7,886 $ 461,657

Liabilities:
Derivatives $ 21,665 �  $ 21,665 �  
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The investment in retained securitization interests is valued using discounted cash flow methodologies incorporating assumptions that, in
management�s judgment, reflect assumptions marketplace participants would use at June 28, 2009 and June 29, 2008. The following table
presents additional information about the investment in retained securitization interests which is measured at fair value on a recurring basis using
significant unobservable inputs (Level 3):

Three months ended Six months ended
June 28,

2009
June 29,

2008
June 28,

2009
June 29,

2008
Balance, beginning of period $ 315,543 $ 496,511 $ 330,674 $ 407,742
Realized (losses)/gains included in financial services income(a) (7,676) 11,076 (11,812) 26,234
Unrealized gains (losses) included in other comprehensive income(b) 1,265 (20,717) 4,623 (8,323) 
Sales, repurchases and settlements, net (32,905) (25,213) (47,258) 36,004

Balance, end of period $ 276,227 $ 461,657 $ 276,227 $ 461,657

(a) As discussed in Note 7, realized (losses)/gains included in financial services income includes an impairment charge of $15.0 and $32.2 million for the three
and six months ended June 28, 2009, respectively. The impairment charge for the three and six months ended June 29, 2008 was $6.3 million.

(b) During the three and six months ended June 28, 2009, $1.4 million of net unrealized losses were reclassified out of accumulated other comprehensive income
into financial services income.

11. Derivative Instruments and Hedging Activities
The Company is exposed to certain risks relating to its ongoing business operations. The primary risks are foreign currency exchange rate risk,
interest rate risk and commodity price risk. To reduce such risks, the Company selectively uses derivative financial instruments. All hedging
transactions are authorized and executed pursuant to regularly reviewed policies and procedures, which prohibit the use of financial instruments
for speculative trading purposes.

All derivative instruments are recognized on the balance sheet at fair value (see Note 10). In accordance with SFAS No. 133, �Accounting for
Derivative Instruments and Hedging Activity,� the accounting for changes in the fair value of a derivative instrument depends on whether it has
been designated and qualifies as part of a hedging relationship and further, on the type of hedging relationship. Changes in the fair value of
derivatives that are designated as fair value hedges, along with the gain or loss on the hedged item, are recorded in current period earnings. For
derivative instruments that are designated as cash flow hedges, the effective portion of gains and losses that result from changes in the fair value
of derivative instruments is initially recorded in other comprehensive income (OCI) and subsequently reclassified into earnings when the hedged
item affects income. The Company assesses, at both the inception of each hedge and on an on-going basis, whether the derivatives that are used
in its hedging transactions are highly effective in offsetting changes in cash flows of the hedged items. Any ineffective portion is immediately
recognized in earnings. No component of a hedging derivative instrument�s gain or loss is excluded from the assessment of hedge effectiveness.
Derivative instruments which do not qualify for hedge accounting are recorded at fair value and any changes in fair value are recorded in current
period earnings.

The Company sells its products internationally and in most markets those sales are made in the foreign country�s local currency. As a result, the
Company�s earnings can be affected by fluctuations in the value of the U.S. dollar relative to foreign currency. The Company�s most significant
foreign currency risk relates to the Euro and the Australian dollar. The Company utilizes foreign currency contracts to mitigate the effect of the
Euro and the Australian dollar fluctuations on earnings. The foreign currency contracts are entered into with banks and allow the Company to
exchange a specified amount of foreign currency for U.S dollars at a future date, based on a fixed exchange rate.

The Company utilizes natural gas contracts to hedge the cost of natural gas consumed in the Company�s motorcycle production operations.
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The Company�s earnings are affected by changes in interest rates. HDFS utilizes interest rate swaps to reduce the impact of fluctuations in
interest rates on its unsecured commercial paper and on its debt by converting portions of HDFS� floating-rate debt to a fixed rate basis. HDFS
also entered into derivative contracts to facilitate its first quarter 2008 term asset-backed securitization transaction as well as its third quarter
2007 term asset-backed securitization transaction. These derivatives, which hedge assets held by an off-balance sheet QSPE, do not qualify for
hedge accounting treatment. Additionally, to facilitate asset-backed commercial paper conduit facility agreements that the Company entered into
in December 2008 and April 2009, HDFS entered into derivative contracts, certain of which do not qualify for hedge accounting treatment.

The following table summarizes the fair value of the Company�s derivative financial instruments (in thousands):

Derivatives Designated As Hedging Instruments Under SFAS No. 133

June 28, 2009
Notional

Value
Asset Derivatives

Fair Value(1)
Liability Derivatives

Fair Value(2)

Foreign currency contracts(3) $ 294,831 �  $ 7,918
Natural gas contracts(3) 3,162 �  402
Interest rate swaps - unsecured commercial paper(3) 203,700 �  11,385
Interest rate swaps - medium-term notes(4) 150,000 8,027 �  

Total $ 651,693 $ 8,027 $ 19,705

Derivatives Not Designated As Hedging Instruments Under SFAS No. 133

June 28, 2009

Notional
Value

Asset
Derivatives

Fair Value(1)

Liability
Derivatives

Fair Value(2)

Derivatives - securitization transactions $ 530,161 $ 716 �  
Derivatives - conduit facility 631,251 9,537 �  

$ 1,161,412 $ 10,253 �  

(1) Included in other current assets
(2) Included in accrued liabilities
(3) Derivative designated as a cash flow hedge
(4) Derivative designated as a fair value hedge
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The following table summarizes the amount of gains and losses related to derivative financial instruments designated as cash flow hedges (in
thousands):

Cash Flow Hedges

Amount of Gain/(Loss)
Recognized in OCI

Three months ended
June 28,

2009
Six months ended

June 28, 2009
Foreign currency contracts $ (17,715) $ 8,717
Natural gas contracts (222) (980) 
Interest rate swaps - unsecured commercial paper 1,751 1,071
Interest rate swaps - conduit facility (711) (1,447) 

Total $ (16,897) $ 7,361

Cash Flow Hedges

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

Three months ended
June 28,

2009
Six months ended

June 28, 2009
Expected to be Reclassified

Over the Next Twelve Months
Foreign currency contracts(1) $ 6,654 $ 27,870 $ (7,918) 
Natural gas contracts(1) (955) (1,912) (402) 
Interest rate swaps - unsecured commercial paper(2) (2,212) (4,540) (6,921) 
Interest rate swaps - conduit facility(2) (4,825) (6,452) �  

Total $ (1,338) $ 14,966 $ (15,241) 

(1) Gain/(loss) reclassified from accumulated other comprehensive income (AOCI) to income is included in cost of goods sold
(2) Gain/(loss) reclassified from AOCI to income is included in HDFS interest expense, a component of Financial Services expense
For the three and six months ended June 28, 2009, the cash flow hedges were highly effective and, as a result, the amount of hedge
ineffectiveness was not material. No amounts were excluded from effectiveness testing.
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The following table summarizes the amount of gains and losses related to derivative financial instruments designated as fair value hedges (in
thousands):

Fair Value Hedges

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

Three months ended
June 28,

2009
Six months ended

June 28, 2009
Interest rate swaps - medium-term notes(1) $ (924) $ (1,671) 

Fair Value Hedges

Amount of Gain/(Loss)
Recognized in Income on Hedged Debt
Three

months
ended

June 28,
2009

Six months
ended

June 28, 2009
Interest rate swaps - medium-term notes(1) $ 924 $ 1,671

(1) Gain/(loss) recognized in income is included in HDFS interest expense, a component of Financial Services expense
The following table summarizes the amount of gains and losses related to derivative financial instruments not designated as hedging instruments
for the three months ended June 28, 2009 (in thousands):

Derivatives not Designated as Hedges

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

Three months ended
June 28,

2009
Six months ended

June 28, 2009
Derivatives - securitization transactions(1) $ 205 $ 404
Derivatives - conduit facility(1) 513 233

$ 718 $ 637

(1) Gain/(loss) recognized in income is included in HDFS operating expense, a component of Financial Services expense
The Company is exposed to credit loss risk in the event of non-performance by counterparties to these derivative financial instruments. Although
no assurances can be given, the Company does not expect any of the counterparties to these derivative financial instruments to fail to meet its
obligations. To manage credit loss risk, the Company selects counterparties based on credit ratings and, on a quarterly basis, evaluates each
hedge�s net position relative to the counterparty�s ability to cover its position.

12. Income Taxes
During the first half of 2009, income tax expense was impacted by an unanticipated change in Wisconsin tax law resulting in a valuation
allowance of $22.5 million related to net operating loss carryforwards, a non-deductible goodwill impairment charge and the tax implications of
MV.

13. Product Warranty and Safety Recall Campaigns
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The Company currently provides a standard two-year limited warranty on all new motorcycles sold worldwide, except for Japan, where the
Company currently provides a standard three-year limited warranty on all new motorcycles sold. The warranty coverage for the retail customer
includes parts and labor and generally begins when the motorcycle is sold to a retail customer. The Company maintains reserves for future
warranty claims using an estimated cost per unit sold, which is based primarily on historical Company claim information. Additionally, the
Company has from time to time initiated certain voluntary safety recall campaigns. The Company reserves for all estimated costs associated with
safety recalls in the period that the safety recalls are announced.
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Changes in the Company�s warranty and safety recall liability were as follows (in thousands):

Three months ended Six months ended
June 28,

2009
June 29,

2008
June 28,

2009
June 29,

2008
Balance, beginning of period $ 64,807 $ 77,208 $ 64,543 $ 70,523
Warranties issued during the period 11,123 13,407 23,811 25,648
Settlements made during the period (16,813) (15,165) (32,937) (29,166) 
Recalls and changes to pre-existing warranty liabilities 1,818 5,977 5,518 14,422

Balance, end of period $ 60,935 $ 81,427 $ 60,935 $ 81,427

The liability for safety recall campaigns was $3.0 million and $2.9 million as of June 28, 2009 and June 29, 2008, respectively.

14. Earnings Per Share
As discussed in Note 2, the Company was required to adopt FSP EITF 03-6-1 as of January 1, 2009. Under the guidance of FSP EITF 03-6-1,
unvested share-based payment awards that contain non-forfeitable rights to dividends or dividend equivalents (whether paid or unpaid) are
participating securities and must be included in the computation of earnings per share pursuant to the two-class method as described in SFAS
No. 128. The Company has a share-based compensation plan under which employees may be granted share-based awards including shares of
restricted stock and restricted stock units (RSUs). Non-forfeitable dividends are paid on unvested shares of restricted stock and non-forfeitable
dividend equivalents are paid on unvested RSUs. As such, shares of restricted stock and RSUs are considered participating securities under the
two-class method of calculating earnings per share. The two-class method of calculating earnings per share did not have a material impact on the
Company�s earnings per share calculation as of June 28, 2009 and June 29, 2008.
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The following table sets forth the computation for basic and diluted earnings per share (in thousands, except per share amounts):

Three months ended Six months ended
June 28,

2009
June 29,

2008
June 28,

2009
June 29,

2008
Numerator:
Net income used in computing basic and diluted earnings per share $ 19,750 $ 222,787 $ 137,097 $ 410,368

Denominator:
Denominator for basic earnings per share - weighted-average common shares 232,616 235,067 232,442 236,067
Effect of dilutive securities - employee stock compensation plan 904 247 646 210

Denominator for diluted earnings per share - adjusted weighted-average shares outstanding 233,520 235,314 233,088 236,277

Basic earnings per share $ 0.08 $ 0.95 $ 0.59 $ 1.74
Diluted earnings per share $ 0.08 $ 0.95 $ 0.59 $ 1.74
Outstanding options to purchase 5.1 million and 5.4 million shares of common stock for the three months ended June 28, 2009 and June 29,
2008, respectively, and 5.5 million and 5.0 million shares of common stock for the six months ended June 28, 2009 and June 29, 2008,
respectively, were not included in the Company�s computation of dilutive securities because the exercise price was greater than the market price
and therefore the effect would have been anti-dilutive.

15. Comprehensive Income
The following tables set forth the reconciliation of net income to comprehensive income (in thousands):

Three months ended
June 28, 2009 June 29, 2008

Net income $ 19,750 $ 222,787
Other comprehensive income, net of tax:
Foreign currency translation adjustment 28,915 (96) 
Investment in retained securitization interest:
Unrealized net losses arising during the period (65) (13,362) 
Less: net losses reclassified into net income (876) 811 �  (13,362) 

Derivative financial instruments:
Unrealized net losses arising during period (9,469) (95) 
Less: net losses reclassified into net income (794) (8,675) (10,321) 10,226

Pension and postretirement benefit plans:
Amortization of actuarial loss 2,534 1,844
Amortization of net prior service cost 693 3,227 779 2,623

$ 44,028 $ 222,178
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Six months ended
June 28, 2009 June 29, 2008

Net income $ 137,097 $ 410,368
Other comprehensive income, net of tax:
Foreign currency translation adjustment 9,566 21,374
Investment in retained securitization interest:
Unrealized net gains (losses) arising during the period 2,105 (5,442) 
Less: net gains (losses) reclassified into net income (876) 2,981 �  (5,442) 

Derivative financial instruments:
Unrealized net gains (losses) arising during period 5,711 (14,344) 
Less: net gains (losses) reclassified into net income 9,227 (3,516) (25,113) 10,769

Marketable securities
Net losses reclassified into net income �  �  (68) 68

Pension and postretirement benefit plans:
Amortization of actuarial loss 5,334 3,688
Amortization of net prior service cost 1,432 1,558
Pension and postretirement plan funded status adjustment 4,147 �  
Less: actuarial loss reclassified into net income due to settlement (232) �  
Less: prior service cost reclassified into net income due to curtailment (2,839) �  
Less: actuarial loss write-off due to curtailment (8,352) 22,336 �  5,246

$ 168,464 $ 442,383
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16. Employee Benefit Plans
The Company has several defined benefit pension plans and several postretirement healthcare benefit plans, which cover substantially all
employees of the Motorcycles segment. The Company also has unfunded supplemental employee retirement plan agreements (SERPA) with
certain employees which were instituted to replace benefits lost under the Tax Revenue Reconciliation Act of 1993. Components of net periodic
benefit costs were as follows (in thousands):

Three months ended Six months ended
June 28,

2009
June 29,

2008
June 28,

2009
June 29,

2008
Pension and SERPA Benefits
Service cost $ 12,894 $ 12,841 $ 24,918 $ 25,682
Interest cost 20,526 17,148 39,155 34,296
Expected return on plan assets (24,103) (22,015) (45,855) (44,030) 
Amortization of unrecognized:
Prior service cost 1,576 1,540 3,041 3,080
Net loss 3,064 1,604 6,091 3,208
Curtailment loss �  �  4,164 �  
Settlement loss �  �  370 �  

Net periodic benefit cost $ 13,957 $ 11,118 $ 31,884 $ 22,236

Postretirement Healthcare Benefits
Service cost $ 2,945 $ 3,270 $ 5,946 $ 6,540
Interest cost 5,845 5,410 11,572 10,820
Expected return on plan assets (2,858) (2,808) (5,652) (5,616) 
Amortization of unrecognized:
Prior service credit (297) (281) (584) (562) 
Net loss 1,424 1,375 2,866 2,750
Curtailment loss �  �  369 �  
Special retiree benefits �  3,955 �  3,955

Net periodic benefit cost $ 7,059 $ 10,921 $ 14,517 $ 17,887

As discussed in Note 5, the Company recorded restructuring expense of $50.0 million during the first half of 2009. The restructuring action
resulted in a pension and postretirement healthcare plan curtailment loss of $4.5 million, which is included in the $50.0 million restructuring
expense, and an increase to equity of $13.3 million, or $8.4 million net of tax, which is included in accumulated other comprehensive income,
during the first half of 2009. The plan curtailment also resulted in a plan remeasurement using a discount rate of 6.4% compared to 6.1% at
December 31, 2008. All other significant assumptions remain unchanged from the December 31, 2008 measurement date. As a result of the
remeasurement, the Company recognized a funded status adjustment consisting of a $6.6 million decrease to its pension and postretirement
healthcare liabilities and an increase to accumulated other comprehensive income of $6.6 million, or $4.1 million net of tax.

Due to significant declines in worldwide financial market conditions during 2008, the funded status of the Company�s pension and postretirement
healthcare plans was adversely affected. The Company expects it will make additional contributions of approximately $40 million to $80 million
to further fund its pension plans during the second half of 2009 in addition to the on-going contribution requirements related to current benefit
payments for SERPA and postretirement healthcare plans.

27

Edgar Filing: HARLEY DAVIDSON INC - Form 10-Q

Table of Contents 33



Table of Contents

17. Business Segments
The Company operates in two business segments: Motorcycles & Related Products (Motorcycles) and Financial Services (Financial Services).
The Company�s reportable segments are strategic business units that offer different products and services. They are managed separately based on
the fundamental differences in their operations. Selected segment information is set forth below (in thousands):

Three months ended Six months ended
June 28,

2009
June 29,

2008
June 28,

2009
June 29,

2008
Motorcycles net revenue $ 1,153,645 $ 1,572,569 $ 2,444,293 $ 2,878,882

Gross profit 386,278 561,924 863,061 1,038,061
Operating expense 203,581 234,292 416,891 448,825
Restructuring expense 15,131 11,549 49,993 11,549

Operating income from Motorcycles 167,566 316,083 396,177 577,687

Financial Services income 123,967 106,840 228,634 200,129
Financial Services expense 186,086 69,693 279,548 128,075

Operating (loss) income from Financial Services before goodwill impairment (62,119) 37,147 (50,914) 72,054
Goodwill impairment 28,387 �  28,387 �  

Operating (loss) income from Financial Services (90,506) 37,147 (79,301) 72,054

Corporate expense 6,312 7,367 14,082 12,825

Income from operations $ 70,748 $ 345,863 $ 302,794 $ 636,916

As discussed in Note 3, Financial Services expense for the three months ended June 28, 2009 includes a $72.7 million charge related to
increased provision for credit losses resulting from the one-time reclassification of finance receivables held for sale to finance receivables held
for investment.

As discussed in Note 6, the Company recorded a $28.4 million goodwill impairment charge related to HDFS during the second quarter of 2009.

As discussed in Note 7, Financial Services income for the three and six months ended June 28, 2009 includes an impairment charge of $15.0
million and $32.2 million, respectively, related to the investment in retained securitization interests. For the three and six months ended June 29,
2008, the impairment charge was $6.3 million.

18. Commitment and Contingencies
The Company is subject to lawsuits and other claims related to environmental, product and other matters. In determining required reserves
related to these items, the Company carefully analyzes cases and considers the likelihood of adverse judgments or outcomes, as well as the
potential range of possible loss. The required reserves are monitored on an ongoing basis and are updated based on new developments or new
information in each matter.

Shareholder Lawsuits:

A number of shareholder class action lawsuits were filed between May 18, 2005 and July 1, 2005 in the United States District Court for the
Eastern District of Wisconsin. On February 14, 2006, the court consolidated all of the actions into a single case, captioned In re
Harley-Davidson, Inc. Securities Litigation, and appointed Lead Plaintiffs and Co-Lead Plaintiffs� Counsel. Pursuant to the schedule set by the
court, on October 2, 2006, the Lead Plaintiffs filed a Consolidated Class Action Complaint, which names the Company and Jeffrey L. Bleustein,
James L. Ziemer, and James M. Brostowitz, who are current or former Company officers, as
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defendants. The Consolidated Complaint alleges securities law violations and seeks unspecified damages relating generally to the Company�s
April 13, 2005 announcement that it was reducing short-term production growth and planned increases of motorcycle shipments from 317,000
units in 2004 to a new 2005 target of 329,000 units (compared to its original target of 339,000 units). On December 18, 2006, the defendants
filed a motion to dismiss the Consolidated Complaint in its entirety. Briefing of the motion to dismiss was completed in April 2007.

Three shareholder derivative lawsuits were filed in the United States District Court for the Eastern District of Wisconsin on June 3,
2005, October 25, 2005 (this lawsuit was later voluntarily dismissed) and December 2, 2005 and two shareholder derivative lawsuits were filed
in Milwaukee County Circuit Court on July 22, 2005 and November 16, 2005 against some or all of the following current or former directors
and officers of the Company: Jeffrey L. Bleustein, James L. Ziemer, James M. Brostowitz, Barry K. Allen, Richard I. Beattie, George H.
Conrades, Judson C. Green, Donald A. James, Sara L. Levinson, George L. Miles, Jr., James A. Norling, James A. McCaslin, Donna F. Zarcone,
Jon R. Flickinger, Gail A. Lione, Ronald M. Hutchinson, W. Kenneth Sutton, Jr. and John A. Hevey. The lawsuits also name the Company as a
nominal defendant. In general, the shareholder derivative complaints include factual allegations similar to those in the class action complaints
and allegations that officers and directors breached their fiduciary duties to the Company. On February 14, 2006, the state court consolidated the
two state court derivative actions and appointed Lead Plaintiffs and Lead Plaintiffs� counsel, and on April 24, 2006, the state court ordered that
the consolidated state court derivative action be stayed until after motions to dismiss the federal securities class action are decided. On
February 15, 2006, the federal court consolidated the federal derivative lawsuits with the securities and ERISA (see below) actions for
administrative purposes. On February 1, 2007, the federal court appointed Lead Plaintiff and Co-Lead Plaintiffs� Counsel in the consolidated
federal derivative action.

On August 25, 2005, a class action lawsuit alleging violations of the Employee Retirement Income Security Act (ERISA) was filed in the United
States District Court for the Eastern District of Wisconsin. As noted above, on February 15, 2006, the court ordered the ERISA action
consolidated with the federal derivative and securities actions for administrative purposes. Pursuant to the schedule set by the court, on
October 2, 2006, the ERISA plaintiff filed an Amended Class Action Complaint, which named the Company, the Harley-Davidson Motor
Company Retirement Plans Committee, the Company�s Leadership and Strategy Council, Harold A. Scott, James L. Ziemer, James M.
Brostowitz, Gail A. Lione, Joanne M. Bischmann, Karl M. Eberle, Jon R. Flickinger, Ronald M. Hutchinson, James A. McCaslin, W. Kenneth
Sutton, Jr., and Donna F. Zarcone, who are current or former Company officers or employees, as defendants. In general, the ERISA complaint
includes factual allegations similar to those in the shareholder class action lawsuits and alleges on behalf of participants in certain
Harley-Davidson retirement savings plans that the plan fiduciaries breached their ERISA fiduciary duties. On December 18, 2006, the
defendants filed a motion to dismiss the ERISA complaint in its entirety. Briefing of the motion to dismiss was completed in April 2007.

The Company believes the allegations against all of the defendants in the lawsuits against the Company are without merit and it intends to
vigorously defend against them. Since all of these matters are in the preliminary stages, the Company is unable to predict the scope or outcome
or quantify their eventual impact, if any, on the Company. At this time, the Company is also unable to estimate associated expenses or possible
losses. The Company maintains insurance that may limit its financial exposure for defense costs and liability for an unfavorable outcome, should
it not prevail, for claims covered by the insurance coverage.

Environmental Matters:

The Company is involved with government agencies and groups of potentially responsible parties in various environmental matters, including a
matter involving the cleanup of soil and groundwater contamination at its York, Pennsylvania facility. The York facility was formerly used by
the U.S. Navy and AMF prior to the purchase of the York facility by the Company from AMF in 1981. Although the Company is not certain as
to the full extent of the environmental contamination at the York facility, it has been working with the Pennsylvania Department of
Environmental Protection (PADEP) since 1986 in undertaking environmental investigation and remediation activities, including an ongoing
site-wide remedial investigation/feasibility study (RI/FS). In January 1995, the Company entered into a settlement agreement (the Agreement)
with the Navy. The Agreement calls for the Navy and the Company to contribute amounts into a trust equal to 53% and 47%, respectively, of
future costs associated with environmental investigation and remediation activities at the York facility (Response Costs). The trust administers
the payment of the Response Costs incurred at the York facility as covered by the Agreement.
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In February 2002, the Company was advised by the U.S. Environmental Protection Agency (EPA) that it considers some of the Company�s
remediation activities at the York facility to be subject to the EPA�s corrective action program under the Resource Conservation and Recovery
Act (RCRA) and offered the Company the option of addressing corrective action under a RCRA facility lead agreement. In July 2005, the York
facility was designated as the first site in Pennsylvania to be addressed under the �One Cleanup Program.� The program provides a more
streamlined and efficient oversight of voluntary remediation by both PADEP and EPA and will be carried out consistent with the Agreement
with the Navy. As a result, the RCRA facility lead agreement has been superseded.

Although the RI/FS is still underway and substantial uncertainty exists concerning the nature and scope of the additional environmental
investigation and remediation that will ultimately be required at the York facility, the Company estimates that its share of the future Response
Costs at the York facility will be approximately $6.2 million. The Company has established reserves for this amount, which are included in
accrued liabilities in the Condensed Consolidated Balance Sheets.

The estimate of the Company�s future Response Costs that will be incurred at the York facility is based on reports of independent environmental
consultants retained by the Company, the actual costs incurred to date and the estimated costs to complete the necessary investigation and
remediation activities. Response Costs related to the remediation of soil are expected to be incurred over a period of several years ending in
2015. Response Costs related to ground water remediation may continue for some time beyond 2015.

Product Liability Matters:

Additionally, the Company is involved in product liability suits related to the operation of its business. The Company accrues for claim
exposures that are probable of occurrence and can be reasonably estimated. The Company also maintains insurance coverage for product liability
exposures. The Company believes that its accruals and insurance coverage are adequate and that product liability will not have a material
adverse effect on the Company�s consolidated financial statements.

19. Subsequent Events
On July 14, 2009, HDFS transferred $897.4 million of U.S. retail motorcycle finance receivables to a SPE, which in turn issued $700.0 million
of secured notes, with various maturities and interest rates, to investors. This term asset-backed securitization transaction was �eligible collateral�
under the TALF program. The notes are secured by future collections of the purchased U.S. retail motorcycle loans. The structure of this term
asset-backed securitization transaction did not satisfy the requirements for accounting sale treatment under SFAS No. 140; therefore, the
securitized U.S. retail motorcycle loans, resulting secured borrowings and other related assets and liabilities of the SPE will be included in the
Company�s consolidated financial statements as HDFS is the primary and sole beneficiary of the SPE.

On July 16, 2009, the Company announced it would be reducing Harley-Davidson wholesale motorcycle shipments for the remainder of 2009
due to a decline in retail motorcycle sales. As a result of lower shipment volumes, the Company will implement a further reduction this year of
approximately 700 positions in the hourly production workforce. The Company will also be reducing the non-production, primarily salaried
headcount by an approximate 300 additional positions, including a reduction at HDFS.

On a combined basis with the previously announced 2009 restructuring plans, the Company now expects to incur one-time restructuring charges
of approximately $160 million to $190 million during 2009 and 2010, an increase of approximately $40 million from the previous estimate of
approximately $120 million to $150 million. The Company expects that approximately 80% of these costs will be paid in cash with the balance
consisting of non-cash charges. The Company expects to incur between approximately $130 million and $150 million of these costs in 2009, of
which $50.0 million was recorded during the first half of 2009. The remaining restructuring costs are expected to be incurred in 2010.
Restructuring costs are disclosed separately in the Company�s income statement.
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Item 2. Management�s Discussion and Analysis of Financial Condition and Results of Operations
Harley-Davidson, Inc. is the parent company for the group of companies doing business as Harley-Davidson Motor Company (HDMC), Buell
Motorcycle Company (Buell), MV Agusta (MV) and Harley-Davidson Financial Services (HDFS). HDMC produces heavyweight custom,
touring and cruiser motorcycles. HDMC manufactures five families: Touring, Dyna®, Softail®, Sportster® and VRSC. Buell produces American
sport performance motorcycles. MV produces premium, high-performance sport motorcycles sold under the MV Agusta® brand and lightweight
sport motorcycles sold under the Cagiva® brand. HDFS provides wholesale and retail financing and insurance programs primarily to
Harley-Davidson and Buell dealers and customers.

The Company operates in two business segments: Motorcycles & Related Products (Motorcycles) and Financial Services (Financial Services).
The Company�s reportable segments are strategic business units that offer different products and services. They are managed separately based on
the fundamental differences in their operations.

The �% Change� figures included in the �Results of Operations� section were calculated using unrounded dollar amounts and may differ from
calculations using the rounded dollar amounts presented.

Overview

The Company�s financial results continue to be impacted by the difficult economic environment. Net income and diluted earnings per share for
the second quarter of 2009 were down 91.1% and 91.6%, respectively, compared to the second quarter of 2008. Net income during the second
quarter was affected by the 27.6% reduction in wholesale shipments of Harley-Davidson motorcycles compared to last year�s second quarter and
by charges related to HDFS, including a $72.7 million credit loss provision related to a one-time reclassification of finance receivables held for
sale to finance receivables held for investment and a $28.4 million goodwill impairment charge to write off goodwill related to the Financial
Services segment.

Retail sales of Harley-Davidson motorcycles by independent dealers also continued to be impacted by the difficult economy, with worldwide
retail sales of Harley-Davidson motorcycles down 30.1% in the second quarter of 2009 as compared to the prior year quarter. In the second
quarter of 2009 U.S. retail sales of Harley-Davidson motorcycles were down 35.1% and international retail sales were down 18.2% as compared
to the second quarter of 2008. On an industry-wide basis, retail sales of heavyweight motorcycles in the United States declined 48.1% during the
second quarter.

Guidance(1)

In light of the decline in retail motorcycle sales, the Company lowered its 2009 shipment expectations for Harley-Davidson motorcycles. The
Company announced on July 16, 2009, plans to ship between 212,000 and 228,000 Harley-Davidson motorcycles to dealers and distributors
worldwide in 2009, and 52,000 to 57,000 in the third quarter of 2009. The Company�s prior 2009 guidance was for shipments of 264,000 to
273,000 Harley-Davidson motorcycles. The Company remains committed to shipping fewer Harley-Davidson motorcycles to its worldwide
dealer network than it expects they will sell at retail.

(1) Note Regarding Forward-Looking Statements
The Company intends that certain matters discussed in this report are �forward-looking statements� intended to qualify for the safe harbor from liability established
by the Private Securities Litigation Reform Act of 1995. These forward-looking statements can generally be identified as such by reference to this footnote or
because the context of the statement will include words such as the Company �believes,� �anticipates,� �expects,� �plans,� or �estimates� or words of similar meaning.
Similarly, statements that describe future plans, objectives, outlooks, targets, guidance or goals are also forward-looking statements. Such forward-looking
statements are subject to certain risks and uncertainties that could cause actual results to differ materially from those anticipated as of the date of this report.
Certain of such risks and uncertainties are described in close proximity to such statements or elsewhere in this report, including under the caption �Cautionary
Statements� included in this report, and in Item 1A �Risk Factors� of the Company�s Annual Report on Form 10-K for the year ended December 31, 2008.
Shareholders, potential investors, and other readers are urged to consider these factors in evaluating the forward-looking statements and cautioned not to place
undue reliance on such forward-looking statements. The forward-looking statements included in this report are made only as of the date of the filing of this report
(July 31, 2009), and the Company disclaims any obligation to publicly update such forward-looking statements to reflect subsequent events or circumstances.

Edgar Filing: HARLEY DAVIDSON INC - Form 10-Q

Table of Contents 38



31

Edgar Filing: HARLEY DAVIDSON INC - Form 10-Q

Table of Contents 39



Table of Contents

In addition, on July 16, 2009, the Company re-affirmed its expectation for full-year 2009 gross margin of between 30.5% and 31.5%. The
Company expects that the negative pressure on margins resulting from the additional shipment reduction will be offset by a product mix that is
more favorable than previously anticipated and by increased productivity coming from manufacturing operations. On a full year basis, the gross
margin expectations include the anticipated benefits of increased manufacturing productivity, favorable raw materials and a more favorable
product mix which will be offset by higher anticipated fixed costs per unit and the anticipated negative impact of foreign currency exchange rate
changes.

Also on July 16, 2009, the Company revised its expected capital expenditures for 2009 to approximately $145 million to $175 million including
approximately $20 million to $30 million for capital expenditures made in connection with its restructuring activities in 2009. In the aggregate,
this represents an approximately $77 million to $107 million decrease from the Company�s 2008 capital expenditures. The Company anticipates
it will have the ability to fund all capital expenditures in 2009 with internally generated
funds.(1)

Outlook(1)

The Company continues to follow its three-part strategy for managing through the global economic downturn and strengthening its operations
and financial results going forward. That strategy consists of: 1) continuing to invest in the Harley-Davidson brand; 2) creating the appropriate
cost structure; and 3) obtaining funding to support the lending activities of HDFS.

The Company believes the reductions to its Harley-Davidson�s motorcycle shipment plans for 2009 reflect the Company�s focus on maintaining
brand strength. At the same time, the Company continues to focus on marketing and product development while working to reduce complexity
and improve efficiency throughout the product development and manufacturing processes.

The Company continues to work on lowering its cost structure and is proceeding with its previously announced plans which have been adjusted
for the additional shipment reductions. As a result of the shipment reductions announced on July 16, 2009, the Company will implement an
additional reduction of approximately 700 positions in the hourly production workforce in 2009. The Company will also be reducing the
non-production, primarily salaried headcount by approximately 300 additional positions in 2009, including a reduction of approximately 100
positions at HDFS. Earlier this year, the Company had announced workforce reductions totaling about 1,100 to 1,200 hourly production
positions in 2009 and 2010 and about 300 non-production, primarily salaried positions in 2009.

In addition to the workforce reductions and decrease in selling, administrative and engineering spending, the Company is moving forward with
its plans to reduce excess capacity and exit ancillary business operations. This includes the consolidation of its two Milwaukee-area powertrain
plants into one facility. As a result of anticipated production shutdowns and line-rate reductions required to achieve the most recently announced
volume reduction, the Company expects it will be able to accelerate and substantially complete the powertrain plant consolidation by mid-2010.
The Company is also working to consolidate paint and frame operations at its York, Pennsylvania facilities into one plant and close its Franklin,
Wisconsin Parts and Accessories distribution center and consolidate those operations with General Merchandise distribution through a
third-party logistics company. Finally, in April 2009, the Company completed the transition of its U.S. transportation fleet operations to a
third-party.

On a combined basis, the Company now expects the volume reductions and restructuring activities to result in one-time restructuring charges of
approximately $160 million to $190 million over the course of 2009 and 2010, an increase of $40 million from previous estimates, including
$50.0 million incurred during the first half of 2009. The Company now estimates ongoing annual savings of approximately $140 million to $150
million, or $70 million greater than previously estimated, upon completion of the announced restructuring actions. Savings in 2009 are now
estimated to be $70 million to $85 million.

Since the announcement of the original cost reduction plans in January 2009, the Company has determined that its York, Pennsylvania
manufacturing operations are not currently competitive or sustainable. The Company has undertaken a study to determine whether major,
additional restructuring at York can achieve cost and efficiency targets to make the operations viable or, alternatively, whether the Company will
relocate the York operations to another U.S. location. The Company expects to make a
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decision on the status of the York operations later this year. The potential costs associated with an additional potential restructuring at York are
not included in the previously discussed costs and savings related to 2009 restructuring activities.

The Company continues to focus on the funding needs of HDFS and believes it has secured the funding required for HDFS lending activities
through the end of 2009 and into 2010. The Company continues to evaluate additional funding alternatives to lower its cost of funding and to
further diversify its funding sources. The Company�s funding plans and requirements are discussed in greater detail under �Liquidity and Capital
Resources.�

Results of Operations for the Three Months Ended June 28, 2009

Compared to the Three Months Ended June 29, 2008

Consolidated Results

(in thousands, except earnings per share)

Three months ended
(Decrease)
Increase

%
Change

June 28,
2009

June 29,
2008

Operating income from motorcycles & related products $ 167,566 $ 316,083 $ (148,517) (47.0)% 

Operating (loss) income from financial services before goodwill impairment (62,119) 37,147 (99,266) (267.2) 
Goodwill impairment 28,387 �  28,387 N/M

Operating (loss) income from financial services (90,506) 37,147 (127,653) (343.6) 

Corporate expense 6,312 7,367 (1,055) (14.3) 

Consolidated income from operations 70,748 345,863 (275,115) (79.5) 
Investment income 317 2,240 (1,923) (85.8) 
Interest expense 1,538 �  1,538 N/M

Income before provision for income taxes 69,527 348,103 (278,576) (80.0) 
Provision for income taxes 49,777 125,316 (75,539) (60.3) 

Net income $ 19,750 $ 222,787 $ (203,037) (91.1)% 

Diluted earnings per share $ 0.08 $ 0.95 $ (0.87) (91.6)% 
The Company�s second quarter net income was $19.8 million, a decrease of $203.0 million, or 91.1%, from the same period last year. Diluted
earnings per share also decreased as a result of lower net income, down 91.6% from the second quarter of 2008. As discussed in Overview, net
income for the second quarter of 2009 was affected by the 27.6% reduction in wholesale shipments of Harley-Davidson motorcycles and by
charges related to HDFS, including a $72.7 million provision for credit losses as well as a $28.4 million goodwill impairment charge to write off
goodwill related to HDFS.

The effective income tax rate for the second quarter of 2009 was 71.6% compared to 36.0% for the second quarter of 2008. The increase was
primarily due to the $28.4 million goodwill impairment charge which was non-deductible, as well as tax implications associated with MV. The
Company expects its full-year 2009 effective tax rate to be approximately 55% due to the items listed above as well as the previously reported
one-time tax charge of $22.5 million in the first quarter of 2009 and the implications of reduced shipments on earnings for the remainder of the
year .(1)
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Motorcycles & Related Products Segment

Harley-Davidson Motorcycle Retail Sales

Worldwide independent dealer retail sales of Harley-Davidson motorcycles decreased 30.1% during the second quarter of 2009 compared to the
second quarter of 2008. Retail sales results continue to be impacted on a global basis by difficult economic conditions. Retail sales of
Harley-Davidson motorcycles decreased 35.1% in the United States and 18.2% internationally in the quarter. On an industry-wide basis, the
heavyweight (651+cc) portion of the market was down 48.1% in the United States and down 16.8% in Europe when compared to the same
periods in 2008. The following table includes retail unit sales of Harley-Davidson motorcycles:

Harley-Davidson Motorcycle Retail Sales(a)

Heavyweight (651+cc)

Three months ended

Decrease
%

Change
June 28,

2009
June 29,

2008

North America Region
United States 54,410 83,865 (29,455) (35.1)% 
Canada 5,015 8,187 (3,172) (38.7) 

Total North America Region 59,425 92,052 (32,627) (35.4) 

Europe Region (Includes Middle East and Africa)
Europe(b) 15,327 16,728 (1,401) (8.4) 
Other 971 1,403 (432) (30.8) 

Total Europe Region 16,298 18,131 (1,833) (10.1) 

Asia Pacific Region
Japan 4,022 4,067 (45) (1.1) 
Other 2,403 2,850 (447) (15.7) 

Total Asia Pacific Region 6,425 6,917 (492) (7.1) 

Latin America Region 1,420 2,401 (981) (40.9) 

Total Worldwide Retail Sales 83,568 119,501 (35,933) (30.1)% 

(a) Data source for retail sales figures shown above is sales warranty and registration information provided by Harley-Davidson dealers and compiled by the
Company. The Company must rely on information that its dealers supply concerning retail sales and this information is subject to revision. Only
Harley-Davidson motorcycles are included in the Harley-Davidson Motorcycle Retail Sales data.

(b) Data for Europe include Austria, Belgium, Denmark, Finland, France, Germany, Greece, Italy, Netherlands, Norway, Portugal, Spain, Sweden, Switzerland
and the United Kingdom.
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Motorcycle Unit Shipments

The following table includes wholesale motorcycle unit shipments for the Motorcycles segment:

Three months ended

(Decrease)
Increase

%
Change

June 28,
2009

June 29,
2008

United States 35,194 60.5% 51,449 64.1% (16,255) (31.6)% 
International 22,985 39.5% 28,877 35.9% (5,892) (20.4) 

Harley-Davidson motorcycle units 58,179 100.0% 80,326 100.0% (22,147) (27.6) 

Touring motorcycle units 20,989 36.1% 25,248 31.4% (4,259) (16.9) 
Custom motorcycle units* 22,245 38.2% 41,922 52.2% (19,677) (46.9) 
Sportster motorcycle units 14,945 25.7% 13,156 16.4% 1,789 13.6

Harley-Davidson motorcycle units 58,179 100.0% 80,326 100.0% (22,147) (27.6)% 

Buell and MV motorcycle units 3,774 4,072 (298) (7.3)% 

* Custom motorcycle units, as used in this table, include Dyna, Softail, VRSC and CVO models.
The Company shipped 58,179 Harley-Davidson motorcycles worldwide during the second quarter of 2009 and announced on July 16, 2009 that
it anticipates shipping between 52,000 to 57,000 Harley-Davidson motorcycle units in the third quarter of 2009.(1) The anticipated third quarter
shipments are approximately 17,700 to 22,700 fewer units than the third quarter of 2008 and is consistent with the Company�s July 16, 2009
announced plan to reduce 2009 annual shipments by 25% to 30% from 2008.
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Segment Results

The following table includes the condensed statements of operations for the Motorcycles segment (in thousands):

Three months ended
(Decrease)
Increase

%
Change

June 28,
2009

June 29,
2008

Net Revenue
Harley-Davidson motorcycles $ 808,709 $ 1,184,369 $ (375,660) (31.7)% 
Buell & MV motorcycles 39,934 41,518 (1,584) (3.8) 

848,643 1,225,887 (377,244) (30.8) 

Parts & Accessories 231,470 265,665 (34,195) (12.9) 
General Merchandise 69,601 76,790 (7,189) (9.4) 
Other 3,931 4,227 (296) (7.0) 

Net revenue 1,153,645 1,572,569 (418,924) (26.6) 

Cost of goods sold 767,367 1,010,645 (243,278) (24.1) 

Gross profit 386,278 561,924 (175,646) (31.3) 

Selling & administrative expense 179,194 186,913 (7,719) (4.1) 
Engineering expense 24,387 47,379 (22,992) (48.5) 
Restructuring expense 15,131 11,549 3,582 31.0

Operating expense 218,712 245,841 (27,129) 11.0

Operating income from motorcycles $ 167,566 $ 316,083 $ (148,517) (47.0)% 

Net revenue declined $418.9 million, or 26.6%, primarily due to the Company�s previously announced decision to lower Harley-Davidson
wholesale motorcycle unit shipment volumes. The net decrease in sales volume across the Company�s product lines resulted in lower revenue of
approximately $354 million. Net revenue also decreased due to the impact of changes in foreign currency exchange rates of approximately $49
million and product mix changes of approximately $15 million. The Company�s foreign currency revenues, primarily in Europe, were negatively
impacted during the quarter by the strengthening of the U.S. dollar.

Cost of goods sold decreased $243.3 million, or 24.1%, primarily due to the net lower wholesale shipment volumes. Lower volumes reduced
cost of goods sold by approximately $204 million while the impact of changes in foreign currency exchange rates and foreign currency hedging
gains also reduced cost of goods sold by approximately $36 million. Favorability in raw material prices of approximately $16 million and
product mix of approximately $2 million was offset by approximately $15 million of higher manufacturing cost. The higher manufacturing cost
was driven by the allocation of fixed costs over fewer units and increased product cost due to increased product content, such as new features
and options on the Company�s motorcycles. These increased costs were partially offset by productivity gains.

The net decrease in operating expense was primarily due to the Company�s ongoing cost reduction initiatives. For further information regarding
the Company�s previously announced restructuring activities refer to Notes 5 of Notes to Condensed Consolidated Financial Statements.
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Financial Services Segment

Segment Results

The following table includes the condensed statements of operations for the Financial Services segment (in thousands):

Three months ended
Increase

(Decrease)
%

Change
June 28,

2009
June 29,

2008
Interest income $ 106,159 $ 62,489 $ 43,670 69.9% 
(Loss) income from securitizations (7,676) 11,954 (19,630) (164.2) 
Other income 25,484 32,397 (6,913) (21.3) 

Financial services income 123,967 106,840 17,127 16.0

Interest expense 79,118 27,971 51,147 182.9
Operating expenses 106,968 41,722 65,246 156.4

Financial services expense 186,086 69,693 116,393 167.0

Operating (loss) income from financial services before goodwill impairment (62,119) 37,147 (99,266) (267.2) 
Goodwill impairment 28,387 �  28,387 N/M

Operating (loss) income from financial services $ (90,506) $ 37,147 (127,653) (343.6)% 

During the second quarter of 2009, interest income benefited from higher average retail and wholesale receivables, partially offset by lower
wholesale lending rates. The increase in retail receivables outstanding was driven by a reduction in off-balance sheet term asset-backed
securitization activity throughout 2008 and in the first half of 2009 due to capital market volatility and the Company�s May 2009 securitization
transaction which did not qualify for off-balance sheet treatment. The increase in wholesale outstanding receivables resulted from slower
collections due in part to the Company�s decision to extend winter financing terms for U.S. dealers from mid-March to the end of April 2009.
Interest expense was higher in the second quarter of 2009 due to increased borrowings to support the growth in outstanding retail and wholesale
receivables as well as an increased cost of borrowing as compared to the same period of 2008.

(Loss) income from securitizations in the second quarter of 2009 was $19.6 million lower as compared to second quarter of 2008 due to reduced
income earned from the investment in retained securitization interests and a larger other-than-temporary impairment of retained securitizations
interests. The income earned on the investment in retained securitization interests was $10.9 million lower in the second quarter of 2009 as
compared to the second quarter of 2008 due to a reduction in outstanding off-balance sheet securitization transactions. In addition, HDFS
recognized a $15.0 million write down of certain retained securitization interests due to higher actual and anticipated credit losses partially offset
by a slowing in actual and expected prepayment speeds. This compares to an other-than-temporary impairment of $6.3 million in the second
quarter of 2008.

Other income decreased primarily due to lower servicer fee income resulting from a reduction in active off-balance sheet securitization
transactions in the second quarter of 2009 as compared to the second quarter of 2008. HDFS receives a fee for servicing the U.S. retail
motorcycle loans that it has sold through off-balance sheet securitization transactions.

The increase in operating expenses in the second quarter of 2009 is primarily due to an increase in the provision for credit losses resulting from
the reclassification of $3.14 billion of finance receivables held for sale to held for investment due to the structure of its May 2009 term
asset-backed securitization transaction and management�s intent to structure future securitization transactions in a manner that does not meet the
requirements of accounting sale treatment under SFAS 140. The reclassification resulted in additional provision needs of $72.7 million in
addition to normal finance receivable portfolio requirements.
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Changes in the allowance for finance credit losses on finance receivables held for investment were as follows (in millions):

Three months ended
June 28,

2009
June 29,

2008

Balance, beginning of period $ 40,534 $ 30,075
Provision for finance credit losses 75,474 10,392
Charge-offs, net of recoveries (1,673) (4,578) 

Balance, end of period $ 114,335 $ 35,889

HDFS� periodic evaluation of the adequacy of the allowance for finance credit losses on finance receivables held for investment is generally
based on HDFS� past loan loss experience, known and inherent risks in the portfolio and current economic conditions.

As discussed in Note 6 of Notes to Condensed Consolidated Financial Statements, during the three months ended June 28, 2009, the Company
recorded an impairment charge of $28.4 million related to the goodwill associated with HDFS.

Results of Operations for the Six Months Ended June 28, 2009

Compared to the Six Months Ended June 29, 2008

Consolidated Results

(in thousands, except earnings per share)

Six months ended
(Decrease)
Increase

%
Change

June 28,
2009

June 29,
2008

Operating income from motorcycles & related products $ 396,177 $ 577,687 $ (181,510) (31.4)% 

Operating (loss) income from financial services before goodwill impairment (50,914) 72,054 (122,968) (170.7) 
Goodwill impairment 28,387 �  28,387 N/M

Operating (loss) income from financial services (79,301) 72,054 (151,355) (210.1) 

Corporate expenses 14,082 12,825 1,257 9.8

Consolidated income from operations 302,794 636,916 (334,122) (20.3) 
Investment income 2,270 4,282 (2,012) (47.0) 
Interest expense 11,798 �  11,798 N/M

Income before provision for income taxes 293,266 641,198 (347,932) (54.3) 
Provision for income taxes 156,169 230,830 (74,661) (32.3) 

Net income $ 137,097 $ 410,368 $ (273,271) (66.6)% 

Diluted earnings per share $ 0.59 $ 1.74 $ (1.15) (66.1)% 
The Company�s first half of 2009 net income was $137.1 million, a decrease of $273.3 million, or 66.6%, from the same period last year. Diluted
earnings per share also decreased as a result of lower net income, down 66.1% from the first six month of 2008. As discussed in Overview, net
income for the first half of 2009 continued to be impacted by the difficult retail environment, as well as by the cost of implementing the
Company�s previously announced restructuring activities and by charges related to HDFS, including a $72.7 million provision for credit losses as
well as a $28.4 million goodwill impairment charge to write off goodwill related to HDFS.
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Please refer to the detailed discussion of segment results following. Net income was also impacted during the first half of 2009 by higher interest
expense and a one-time income tax charge occurring during the first quarter.

Interest expense for the first half of 2009 includes $8.0 million related to the issuance of $600.0 million of senior unsecured notes during
February 2009. This interest expense represents a portion of the total interest incurred on the senior unsecured notes during the first quarter and
corresponds to the initial temporary investment of the proceeds at the corporate level. Prior to the end of the first quarter of 2009, the full
proceeds were transferred to HDFS, and as a result, the remaining balance of the interest expense on the senior unsecured notes has been
included in financial services expense.

The effective income tax rate for the first six months of 2009 was 53.3% compared to 36.0% for the first six months of 2008. The increase was
due to an unanticipated change in Wisconsin tax law during the first quarter of 2009 that resulted in the Company establishing a valuation
allowance of $22.5 million related to net operating loss carryforwards, as well as tax implications associated with MV and the $28.4 million
goodwill impairment which is non-deductible.
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Motorcycles & Related Products Segment

Harley-Davidson Motorcycle Retail Sales

Worldwide independent dealer retail sales of Harley-Davidson motorcycles decreased 23.6% during the first half of 2009 compared to the first
half of 2008. Retail sales results continue to be impacted on a global basis by difficult economic conditions. Retail sales of Harley-Davidson
motorcycles decreased 26.1% in the United States and 17.8% internationally. On an industry-wide basis, the heavyweight (651+cc) portion of
the market was down 40.0% in the United States and 18.7% in Europe when compared to the same periods in 2008. The following table includes
retail unit sales of Harley-Davidson motorcycles:

Harley-Davidson Motorcycle Retail Sales(a)

Heavyweight (651+cc)

Six months ended

Decrease
%

Change
June 28,

2009
June 29,

2008

North America Region
United States 96,451 130,437 (33,986) (26.1)% 
Canada 6,882 10,870 (3,988) (36.7) 

Total North America Region 103,333 141,307 (37,974) (26.9) 

Europe Region (Includes Middle East and Africa)
Europe(b) 22,894 25,803 (2,909) (11.3
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